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I. INTRODUCTION

L. Burkina Faso reached its decision point under the original framework of the Heavily
Indebted Poor Country (HIPC) Initiative in September 1997, when the Executive Directors of the
IMF and IDA decided that Burkina Faso was eligible for assistance under the HIPC Initiative
‘and set the completion point under the Initiative for April 2000, provided that the structural
reform programs remained on track. The target for the net present value (NPV) of debt-to-
exports ratio was set at 205 percent, implying a reduction of external debt in NPV terms of

15 percent.

2. In September 1999, the Interim and Development Committee endorsed—subject to the
availability of funding—the enhancements to the HIPC Initiative framework for countries
pursuing sound policies and committed to reform. In this context, ministers expressed support for
lowering the debt sustainability thresholds to improve prospects for a permanent exit from
unsustainable debt as described in the paper on the modification to the HIPC Initiative,! which
also specified that countries that had already reached their decision points would be reassessed
retroactively to benefit from the enhancements to the framework. Under the enhanced
framework, the target for the NPV value of debt-to-exports ratio was revised to 150 percent.

3. The paper has two objectives: First, it presents the assessment of the staffs of the
Fund and IDA that Burkina Faso has fulfilled the conditions for reaching the completion
point under the original HIPC Initiative framework. Second, in the context of Burkina Faso’s
participation in the Initiative under the enhanced framework, the paper discusses the poverty
reduction strategy developed by the authorities in the poverty reduction strategy paper (PRSP).
The document is organized as follows: Section I describes the characteristics of poverty in
Burkina Faso; Section III reviews past economic, structural and social performance in pursuing
the reforms identified in the 1997 HIPC decision point document; Section IV describes Burkina
Faso’s poverty reduction strategy; Section V presents the debt sustainability analysis and the
status of creditors’ participation; Section VI proposes conditions for reaching the floating
completion point under the enhanced HIPC Initiative. Section VII contains the conclusions and
issues for discussions.

II. POVERTY ASSESSMENT
A. Characteristics of Poverty

4. Since independence in 1960, Burkina Faso has remained one of the poorest countries in
the world and ranked only 172nd out of 174 countries in the United Nations Development
Program's (UNDP) 1998 human development index. Details of the poverty analysis are presented
in Chapter 2 of the PRSP and summarized below. Key income and social indicators are
presented in Box 1.

' IDA/SECM99-475 and EBS/99/138 (7/23/99).



Box 1. Burkina Faso: Income and Social Indicators

Sub-
Item Unit of Measure Saharan
Africa
1990-95 1996 1998 1999 1990-96
Avg
Population Thousands 10,377 10,688 10,730 11,679 627,264
Population growth 1ate Annual average in percent 29 30 30 26 26(1998)
Total fertility rate Birth per woman 69 69 67 68 54(1998)
Urban 41
Rural 73
Poverty and equity
National poverty line CFA francs 41,0990 72,690 0 ..
National head count index Percent of population 445 453 520
(1990s)
Urban 104 16 5 430
Rural 51.1 510 " 56 0
GDP per capita US doliars 2312 2372 2292 2200
Share of income or consumption
Lowest quintile Percent of income 55 52 (1990s)
Highest quintile Percent income 550 630 506
(1990s)
Gini coefficient 048 045
(1994) (1990s)
Social indicators
Gross primary school enroliment rate
Total Percent of school age group 380 389 409 78.0 (1994)
Male Percent of school age group 470 463 467 85.3
Female Percent of school age group 300 278 347 706
Access to safe water
Total Percent of population 650 78 0
Urban Percent of population 934
Rural Percent of population 581
Access to adequate sanitation Percent of population
Total 181 180
Urban 553
Rural 91
Child (under 5) malnutrition rate Percent of age group
Height for age 1/ 294 400
Weight for age (emaciation) 13.3 32
Life expectancy at birth Years 454 522 524 540 504 (1998)
Infant mortality rate Pes 1,000 live births 937 980 1050 91
Under-5 mortality rate Per 1,000 live births 2140 219.0 2100 219.0 151
Adult mortality Per 1,000 population 181 16 4
Birth assisted Percent 329 269 270 .
HI1V prevalence Percent of population 7.0 8
Medical personnel availability
Doctor 1/28,673 1/29815  1/23,308
Midwife 1723316 1/29,897  1/25,090

Sources: Social Indicators of Development, 1996 Edition; and World Bank and IMF staff estimates
1/ Percent of children in age group for which the weight-to-age ratio is less than -2 standaid deviations below the reference sample

mean




5. Poverty incidence2 increased slightly from 44.5 percent to 45.3 percent3 (Table 1)
during 1994-1998. Data used for this poverty assessment come from two national surveys on
household living standards carried out in 1994 and 1998.4 Depth of poverty (P1, defined as the
percentage by which consumption remains below the one corresponding the poverty line)
remained stable during the period, at 14 percent, which suggests that a large part of the poor
population is close to the poverty line. Larger households of over ten people tend to be poorer.
Poverty incidence increased in urban areas by more than 5 percentage points to 16 percent in
1998. In rural areas, poverty incidence decreased slightly, by less that 1 percent. However,
poverty in Burkina Faso is still predominately rural, accounting for 94.5 percent of national
poverty. The incidence of regional poverty varies widely. The cotton-growing western region has
the lowest incidence at 41 percent, and the center-north part of the country has the highest
incidence. The poor in the remoter areas lack access to markets and to information about
markets. The geographical pattern of poverty is changing as a result of the reduction of poverty
in the south, southeast, and north, and the significant increase in the south-central region (Table
1). Other research illustrates large differences in equity patterns within regions, and across
provinces. Evidently, certain types of local-level institutions are associated with lower inequality
across villages. This means that in the future the same level of growth could significantly
accelerate poverty reduction for these groups of villages.

? The poverty line per year and per capita, based on household expenditures, was estimated at CFAF 41,099
(equivalent to US$74) in 1994 and updated to CFAF 72,690 (equivalent to US$123) in 1998 In real terms,
these two amounts of money allow the acquisition of the same basket of goods The sizeable increase in the
poverty line is due to the CFA franc devaluation in early 1994, which has made more expensive the basic
basket of goods (the 1994 poverty line was determined on the basis of costs in 1993)

* The method used to measure poverty was identical, and, therefore, it is possible to compare most of the data.
However, the comparability of expenditure aggregates is weakened because the data were collected during two
different periods of the year. In addition, other poverty estimates using different methodologies, and based on
1992 and 1998 demographic and health survey (DHS) data, show a slight decrease in poverty.

* The household living standards were carried out in 1994 and 1998 based on a sample of about 8,500
households distributed across ten regions. The data are analyzed in the Burkina Faso poverty profile, finalized
in May 2000.



Table 1: Poverty Incidence (P0) and Poverty Depth (P1) by Regions, 1994 and 19981
(In percent)

1994 ' 1998

PO Pl PO P1
Regions
South Central 514 14.6 55.5 197
North Central 612 20.9 61.2 18.2
Southeast 54.4 18.7 478 12.2
North 501 18.7 42.3 9.5
South 45.1 140 373 12.0
West 40.1 11.9 40.8 12.0
Urban 10.4 2.5 15.9 4.0
Rural 51.1 16.1 50.7 158
National 44.5 13.9 45.3 13.9

Source: Burkinabe authorities' Priority Survey I and Piiority Survey Ii

! Poverty incidence is measured as the head count index PO (the percentage of a group below the
poverty line); P1 represents the depth of poverty defined as the percentage by which consumption
remains below the one corresponding to the poverty line.

6. Poverty increased for public and private wage earners, craftsmen, and merchants, and for
other employment. From 1994, poverty incidence decreased by 8 percentage points to 42 percent
in 1998 for cash crop farmers, but increased by 2 percentage points to 53 percent in 1998 for
food crop farmers (Table 2). It s likely that the CFA franc devaluation benefited some farmers,
especially cotton farmers, but had a negative impact on the purchasing power of wage earners.

Table 2. Burkina Faso: Poverty Incidence by Economic Occupation,
1994 and 1998 |
(In percent)

1994 1998
Economic occupations PO Co0 PO Co
Public wage earners 22 0.2 59 05
Private wage earners 6.7 04 11.1 0.7
Craftsmen and merchants 98 1.4 127 1.6
Other employment 195 0.3 293 0.4
Cash crop farmers 501 11.8 42.4 15.7
Food crop farmers 515 789 534 77.1
Unemployed 41.5 71 387 4.0
Total 44.5 100.0 453 100.0

Source: Priority Survey I and Priority Survey II.

' Poverty incidence is measured as the head count index PO (the percentage of a group
below the poverty line). The contribution of each group to the total number of people
below the poverty line is captured by the index CO.

7. Income distribution in Burkina Faso is highly uneven, with the richest 20 percent of the
population receiving 63 percent of total aggregated income in 1998, compared with 56 percent in



1994 (an average of 52 percent in sub-Saharan Africa in 1998). The most vulnerable groups are
children, women, unemployed, and the elderly. There are 100 women for every 95 men on the
absolute poverty threshold. HIV/AIDS is also creating a new group of dependent poor and
increasing the stress on traditional networks of support.

8. In Burkina, man and women operate in a system of production in which some resources
are neither pooled nor traded among household members. Plots controlled by women have
significantly lower yields than those controlled by men because women have less access to basic
agricultural inputs such as labor, manure, and fertilizers. Allocative distortions, along with
diminished output, are the result, leaving women and children particularly vulnerable to food
insecurity. Some provinces routinely suffer relatively serious nutrition shortfalls when rainfall is
below normal. Overall, women and children are more vulnerable because tradition gives them
less decision-making power and less control over assets than men; meanwhile, their
opportunities to engage in remunerative activities and, therefore, to acquire their own assets are
more limited. Furthermore, there is growing evidence that women’s access to land is decreasing
with a shift from usufruct rights to ownership of land. In addition, studies from the cotton-
growing area of Houet province indicate that inequality between men and women is increasing.>

9. Access to potable water has not significantly changed between 1994 and 1998. For

90 percent of the population, sources of water were wells, boreholes, or public taps in 1994 and
in 1998. However, some areas suffer critical water shortages in the dry season. In addition, a key
indicator is the amount of time women spend collecting water, but information on this is not
available.

10. There was no progress made in increasing access to electricity in rural areas, which is
still at less than 1 percent. In urban areas, access increased from 29 percent of households in
1994 to 34 percent in 1998, but there was no improvement for the lowest quintiles of the urban
population.

B. Social Indicators

11.  Poor health and nutritional status and high fertility are both a cause and a consequence of
poverty in Burkina Faso. They cause poverty by diminishing productivity, reducing household
income, and increasing health expenditures. Typically, the proportion of household income spent
on health is higher in low-income groups than in higher-income groups. Illness and death from
AIDS leave affected households and orphans severely impoverished and, in some cases, socially
isolated and unprotected. Poverty, in its broader definition, encompasses not only lack of income
but also lack of access to basic social services that could otherwise enhance opportunities for
earning income and improving the quality of life. A number of factors associated with poverty,
in turn, lead to ill health, high fertility, and poor nutrition. Female illiteracy (87 percent in 1998,;
see Table 4 of PRSP; 58 percent in urban areas and 93 percent in rural areas), low access to clean

5 For further details see Paula Donnelly-Roark, C. Ouedraogo, and Xiao Ye, “Local-Level Institutions, Rural
Decentralization and Poverty Eradication,” unpublished (Washington: World Bank, 1999).



water (78 percent) and sanitation facilities (18 percent), food insecurity, and poor household
dietary and sanitary practices, as well as low access to preventive health programs, family-
planning services, and basic curative care, all undermine the well-being of Burkina Faso’s
poorest populations (for more details, see PRSP, Section 2.4). Improving health outcomes is thus
a critical component of Burkina Faso’s poverty reduction strategy.

12.  Propelled by persistently high fertility (6.8 births per woman), Burkina Faso’s population
is growing at the rapid rate of 2.7 percent annually. High fertility and mortality have resulted in
an increasingly youthful age structure, with about half of the population under 15 years of age;
this imposes a severe burden on an underemployed labor force and poses greater demands on
already overextended social services. In 1999, life expectancy was estimated at 54 years, infant
mortality at 105 per 1,000 live births, and child mortality at 219 per 1,000.6 Burkina Faso is one
of the countries in West Africa more severely affected by HIV: seroprevalence among the
general population is estimated at 7 percent (10 percent in urban areas), and its impact is
increasing rapidly.” Malnutrition is estimated to affect 30 percent of children under 3 years. The
evolution of these indicators from 1993 to 1999 is also worrisome. Fertility rates are decreasing
very slowly. Child mortality rates seem to have increased, largely owing to an increase in
postneonatal mortality and late-child mortality. The leading causes of morbidity and mortality
for children are malaria, diarrhea, malnutrition (which appears to have worsened between 1993
and 1999), measles, and respiratory diseases.

13. Data disaggregated by income level available for 1993 (Table 3) show significant
disparities in the health status of the richest and poorest segments of the population, with
conditions for the lower quintiles significantly worse than indicated by national averages. While
the incidence of some diseases is not income sensitive, probably because of the highly infectious
surrounding environment—with high levels of malaria, low access to safe water, and sanitation
problems—utilization of health services is much higher and malnutrition much lower among
high-income groups. Disparities also exist between urban and rural areas, with people living in
rural areas (usually also the poorest) at a disadvantage.

¢ This compares with the following averages for sub-Saharan Africa: a fertility rate of 5 4 children per woman,
life expectancy of 50.4 years, infant mortality at 91 per 1,000 live births, and under 5 mortality of 151 per
1,000.

7 About half of commercial sex workers are estimated to be seroprevalent.



Table 3: Health Qutcomes and Service Utilization by Income Level, 1993 1

. Income Quintiles Population L(?w-
Indicators Lowest Second Middle Fourth  Highest A . age High
Ratio
Deaths under age 12 months (per 1,000 births) 113.6 1130 129 8 98 6 797 107 6 1425
Deaths under 5 years (per 1,000 births) 1992 2239 2373 198 6 156 4 2045 1274
Children stunted (percent of children under 3 years) 361 389 348 338 215 333 1679
Children underweight (percent of children under 3 years) 356 354 335 357 220 327 1618
Total fertility rate (births per woman age 15-49) 75 67 71 70 46 65 1630
Il in the preceding two weeks with diarrhea ( percent) 223 183 20.5 215 179 201 1246
Measles immunization coverage ( percent) 46 1 578 587 60.4 754 596 0611
Diarrhea
ORS, RHF, or increased liquids when diarrhea 38.8 353 370 445 655 43 1 0592
Brought to a health facility if sick 89.3 848 875 877 4.5 847 1199
Respiratory infection brought to a health facility if ill
with ARI 157 120 171 18.9 343 189 0458
Prenatal care visits attended by doctor, nurse, or nurse-
midwife ( percent) 429 465 487 681 97 585 0463
1 Source Priority Survey I Information by quintile is not available for 1999
14, The overall literacy rate in Burkina Faso is estimated at 18.4 percent and 13 percent for

women. In rural areas, 90 percent of the adult population has never attended school. Gross

enrollment, at 42 percent in 1999/2000, remains low, even compared with African countries.8
Moreover, the national average hides large discrepancies across regions, genders, and
socioprofessional groups. Gross enrollment is 47 percent for boys, and 35 percent for girls. In
urban areas, the rate is 76 percent for boys and 66 percent for girls, but it is much lower in rural
areas (35 percent for boys and 26 percent for girls). Access to education is particularly low in
some regions, such as the east (19 percent) and the Sahel (15 percent). Table 4 shows that the
proportton of households not sending their children to school diminishes rapidly as one moves
from poorer to richer quintiles.

* In 1997, gross enrollment rates were higher in most countries—?76 percent in Ghana, 72 percent in Benin,
69 percent in Céte d'lvoire, and 67 percent in Senegal. However, they were lower in a few countries—
34 percent in Mali and 30 percent in Niger.
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Table 4: Gross Enrollment Ratios in Primary School,
by Income Level and Gender, 1997/98
(In percent)

Income Quintiles

Indicators Lowest Second Middle Fourth Highest
Boys 23.6 30.0 46.5 46.8 627
Urban areas 60.2 506 656 68.1 81.8
Rural areas 228 20.0 338 42.2 46.2
Girls 13.5 15.1 23.0 37.3 57.5
Urban areas 279 395 594 66.6 676
Rural areas 13.2 13.9 192 29.9 47.7
Total 18.8 23.0 30.3 42 4 60.0
Urban areas 453 454 66.6 674 743
Rural areas 18.1 219 27.2 36.7 46 9

Source: UNDP, Sustainable Human Development Report, Burkina Faso, 1998.

15. Low enrollment rates are mostly the result of economic constraints: with 45 percent of
households living below the poverty line, contributions to student-parent associations, and
transportation often weigh heavily on their budget. Moreover, the opportunity cost of sending to
school children who contribute significantly to economic activities, particularly in rural areas,
discourages parents from sending their children to school. For nomadic populations in the north,
schooling is difficult to reconcile with the need for geographical movement. Finally, parents who
have themselves had very little education tend to underestimate the benefit of schooling,
particularly for girls.

16. In 1997/98, the total number of schools were estimated to be 4,132, 10 percent of which
were private institutions. The center region, with a denser population, had one school per

12 square kilometers, while the Sahel and east regions on average only had one school per

200 square kilometers. While on average 84 percent of children walk less than 3 kilometers to
attend school, in the south 21 percent of students walk more than 3 kilometers.

III. PAST ECONOMIC POLICIES AND PERFORMANCE
A. Background

17. Burkina Faso’s adjustment program has been supported by the Fund through
successive arrangements since 1991: a first, arrangement under the Structural Adjustment
Facility (SAF) was approved in March 1991, followed by two consecutive three-year
arrangements under the Enhanced Structural Adjustment Facility (ESAF), approved respectively
in March 1993 and June 1996, and by a new arrangement under the Poverty Reduction and
Growth Facility (PRGF), approved in September 1999. The first review of the current
arrangement under the PRGF is scheduled for Board discussion in June 2000.

Overall, the performance under the ESAF and PRGF-supported programs has been satisfactory;
most targets have been reached, in particular, in the area of public finance (see Tables 5 and 6).
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18. IDA has also been supporting Burkina Faso's reforms through a number of sectoral
credits, including an agricultural sector adjustment credit (AGSACI) and a transport sector
adjustment credit, both approved in 1992, as well as three structural adjustment credits (SAC),
approved in mid-1991, November 1998, and November 1999, respectively.

19. Since 1997, Burkina Faso has been testing an innovative framework in its
relationship with the donor community. With a view to strengthening government ownership
in program implementation, improving aid coordination, and enhancing aid effectiveness, the
main donors, under the leadership of the European Commission, agreed to pilot a program of
_ joint conditionality, with a focus on budgetary management and equitable growth. In this
context, to improve program monitoring, the government, together with its development
partners, agreed on performance parameters that included both policy actions and impact
indicators. A number of these indicators were close to those monitored under the ESAY
arrangement and the HIPC Initiative, while others had a different focus.? Since 1998,
performance has been assessed during joint donor missions, which often overlapped with IMF
and Bank review missions.

20.  This section summarizes Burkina Faso’s recent economic policies and performance
under the program, and assesses its progress in meeting targets for structural reforms and social
development.

B. Macroeconomic Performance and Implementation of Structural Reforms
Between 1996 and April 2000

21. Between 1996 and 1999, real GDP grew on average by 5.6 percent annually despite
a significant deterioration in the terms of trade over the period, in line with the projection
at the decision point (Table 5). The relatively strong growth performance is attributable to the
competitive gains following the 1994 CFA franc devaluation, to the large public investment
program, and to the financial and structural policies aimed at consolidating the market
orientation of the economy and maintaining macroeconomic stability. Activity in the
manufacturing sector, in particular the cotton ginning industry, was boosted in the 1996-98
period by a strong increase in cotton production from 150,000 tons in 1995/96 to 338,000 tons in
1997/98. In 1998/99, cotton production declined to 284,500 tons in response to unfavorable
environmental conditions and remained broadly stable in 1999/2000. Despite a sharp decline in
international prices in 1999, the ginning and marketing company (SOFITEX) was able to avoid
losses by improving quality and reducing costs. Reflecting strong public investment (which
averaged 13 percent of GDP in 1996-99), the construction and public work sectors also
supported growth throughout the period, together with services, which grew on average by

6 percent annually. Inflation, as measured by the consumer price index (CPI), declined to

° The indicators covered both (i) the implementation of actions to strengthen budgetary management, improve
performance in health and education, promote private sector and agricultural development; and (ii) outcomes in
these different sectors, such as the overall wage bill, differences between budget allocation by ministry and
actual spending, budgetary allocation to decentralized services, specific results in health and education services,
the growth rate of agricultural production and food availability per capita.
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2 percent on average, on an annual basis between 1997 and 1999, compared with 6 percent in
1996.

22. Progress was achieved in the area of public finance during the last three years in
line with the program objectives (Table 6). Government revenue rose from 12.3 percent of
GDP in 1996 to 13.5 percent of GDP in 1999 (15 percent, including taxes paid by the treasury
related to public investment activities) despite losses caused by the reduction of external tariff
rates associated with the introduction of the West African Economic and Monetary Union
(WAEMU) common external tariff (CET). For all three years, the current primary balance
exceeded the program target, and efforts were made to redirect spending to social sectors. The
level of public investment, mainly externally financed, hovered between 13 and 16 percent of
GDP over the period.

23. The external current account deficit, after declining between 1996 and 1997, rose in
1998 and 1999 by 1.5 percentage points of GDP to 16.0 percent of GDP, excluding grants

(12.6 percent of GDP, including grants) because of a strong increase in imports in 1998, related
to a rise in public and private investment, and lower-than-expected cotton exports in 1999,
Although Burkina Faso’s contribution to the external reserves of the union declined during 1997-
99, this contribution was still equivalent to eight months of imports at end-1999.

24. Burkina Faso’s broadly satisfactory fulfillment of the structural reforms envisaged in
the 1996-2000 program, and reflected in the decision point document, is summarized in Box 2.
In the fiscal area, a key objective was to widen the tax base, curtail exemptions, and adopt the
common WAEMU external tariff. The main elements of the reform programmed in the area of
taxation, public administration, the financial system, and public enterprise restructuring are
described in more detail in Appendix I.



-13 -

Box 2. Key Structural Reforms Under IDA- and
Fund-Supported Programs, 1997-2000

Action

Status

Fiscal reforms

Introduce WAEMU's product classification

Eliminate special intervention tax and introduce WAEMU's CET, lowering
maximum tariff rate from 37 percent to 25 percent

Eliminate special VAT payment piocedures for importers of 1aw materials and for
enterprises registered under the investment code

Eliminate all remaining exemptions on public contracts and enhance monitoring of
taxation for foreign-financed projects

Complete computerization of tax revenue coliection, enhance monitoring of large
enterprises, and improve recovery from defaulters

Introduce a withholding tax at source on imports and purchases from wholesalers and
producers

Introduce a withholding tax at source on payment for services

Reduce the business profit tax from 40 percent to 35 percent

Computerize wage and public investment expenditure

Conduct review of public investment

Harmonize the budgetary system within the WAEMU framework

Civil service reform
Approve and implement law on civil service end-1998
Approve and implement master plan for institutional reforms and modernization of
public administration including;
Intioduction of merit-based promotion system
Larger recourse to contractual staff
Approve law on decentralization and deconcentration
Intreduce a single personnel file, encompassing those of the Ministries of Finance
and of the Civil Service

Financial sector reform

Complete restructuration of the postal checking system and savings fund (CCP-
CNE), with separation of accounts from treasury and compensation between
treasury and the national postal office (Sonapost)

Strengthen the network of savings and loans cooperatives

On the basis of new OHADA acts and the regulations of the banking commission,
strengthen rules applying to bank collateral, bank reserves, and effective capital

Business environment, legal and regulatory framework

Simplify business law in context of OHADA

Increase recruitment of magistrates and computerize courts and tribunals

Strengthen one-stop window (CPE) for private enterprises and streamline 1egulation
by October 1997

Public enterprises and privatization
Strengthen institutional framework for privatization, so as to speed up process
Complete ongoing privatization of 41 enterprises
Privatize 21 enterprises
Put up for sale or liquidate by Dec 1997 8 enterprises
Put remaining 12 enterprises up for sale by March 1998
Review the strategy for the remaining enterprises in government portfolio
Select four new companies for privatization in 1998
In telecommunications,
grant two cellular phone licenses, and
operationalize regulatory agency
Approve privatization and liberalization of energy sector
Agricultural policy
Phase out activities of state rice import company
Adopt new agreement on producer price and profit-sharing mechanism for cotton
Adopt plan to open up the capital of SOFITEX to cotton producers and others

Complete reorganization of agricultural services of Ministry of Agriculture

Done in April 1999
Done Rate reduced to 20 percent in January 2000

Done

Done in June 1999
Done in 1999

Done in January 2000

Done in January 2000
Done in 2000
Ongoing

Conducted in 1998-99
Done

Approved in April 1998, and entered into force end-1998

Dong in January 1999

Ongoing since 1999

Done in December 1998 Implementation ongoing
Done in March 2000

To be completed by June 2000

Yearly andit of main savings and loans network since 1998:
unit responsible for enforcing PARMEC law strengthened
1/

Done in 1997-99

1997-2000, ongoing
19972000, ongoing
Done in November 1997

Done

Done
Done
Done with some delays
Done
Done

Done in April 2000
Done in March 2000
Done

Done in 1997-99

Done in March 1998

30 percent of shares acquired by producers,
inteiprofessional agreement signed in 1999
Done in December 1998

1/ The PARMEC law was adopted in 1994, in the context of the WAEMU, regulating savings and loan cooperatives and their networks
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C. Implementation of Social Policies in 199699

25. The 1997 HIPC decision point document identified a number of actions to be undertaken
by Burkina Faso in order to successfully reach the completion point. These actions related to
increased public spending on basic education and primary health care, and improvement in the
key indicators of performance of the health and education section. The authorities have made
determined efforts in strengthening performance in the social sectors, consistently with the steps
identified in the decision point document. However, key social indicators have improved less
than anticipated, as shown in Box 3 which compares the targets set out at the decision point and
progress achieved over the period. The HIPC indicator targets were selected on the basis of
estimates for 1996, which were still provisional and proved to overestimate the actual outturn.
For this reason, progress should not be assessed only by comparing outcomes and targets, but
also by considering progress over the period. Box 4 reviews changes in procedures for budget
preparation, expenditure allocation, and program monitoring, which have strengthened
transparency by widening participation and improving surveillance. Further initiatives aimed at
enhancing participation are discussed in Section IV.

26. © Progress was achieved in reallocating spending toward social sectors. On a
commitment basis, excluding common budgetary expenditures, 10 but including foreign-
financed capital expenditures, the share of expenditures on primary education in total budget
expenditures increased from 9 percent in 1996 to 11.5 percent in 1998, thereby reaching the
program target. However, the ratio declined to 10.8 percent in 1999, reflecting the large spending
in infrastructure investment for other sectors. Excluding foreign-financed investment, progress
was more marked, as the share of expenditures on primary education increased from 14.5 percent
in 1996/97 to 16.9 percent in 1999. For health, the share over total expenditures remained stable
over the period when foreign-financed investment is included. The share, excluding foreign-
financed investment, increased however from 11.3 percent in 1996 to 13.9 percent in 1999. The

'° Some expenditures on water, electricity, and telephone, gasoline are grouped as interministerial expenditures,
as information on the user of these services is not always available, these are managed by the Ministry of
Finance Therefore, the proportion of these expenditures attributed to health and primary education is estimated
arbitrarily.
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data indicate that efforts have been successful in redirecting domestic resources toward human
capital formation. However, the bias introduced by recent large foreign-financed infrastructure
projects has limited the increase in the share of social sectors in total expenditure.

Box 3. Social Development Performance Indicators, 1996-2000

Objectives and Policies

Indicators

Targets and Results

Improve primary health care quality
coverage

Inciease public expenditure on health

Reallocate budgetary spending to heatth
districts

Provide adequate staffing of local health
centers (CSPS)

Provide tegular supplies of essential diugs to
CSPS

Increase utilization rates in CSPS

Stiengthen child vaccination programs

Health
1996 1997 1998 1999 2000
Est. Actual Taiget Actual Target Actwal Target Piov  Taget
Share of budget expenditure
Including foreign-financed investment 114 105 110 11 o 111 120 109 120
\2
Excluding foreign-financed 113 (120) 119 (126) 122 (131) (139 124
investment ¢xpenditwe 172/ 3/ 4/
Health budgets established at dishict  Target by 1998 Done
level
Share of CSPS’ meeting minimal 57 60 60 100
staffing norms (three agents) 1/
Share of CSPS with essential drugs 1/ 60 60 170 85 80 84 100 92 100
New cases/ inhabitants/year 021 020 023
Urban 020 037 040 060 050 070 060
Rural 010 018 020 030 040
Shaie of infants (0-1 linonths)
vaccinated 1/
BCG 5/ 67 53 70 46 80 52 85 33
DCT/polio 6/ 50 37 60 28 70 3n 15 35
Measles 57 55 70 33 75 38 80 38
Yellow fever 57 28 70 27 75 33 80 51
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Education
Impiove coverage, equity, and quality of
basic education 1995/96 1996/97 1997/98 1998/99 1999/2000
Est Est  Actual Taiget Actual Taget Est Target Prov
Increase public spending on basic education  Shaie of budget expenditute on basic
education
Including foreign-financed investment 88 90 101 12 11s s 111 10 8
1207
Excluding foreign-financed (14 6) 145 (143) 158 (130) 142 (150) 16 9|
investment expenditures 1/ 2/ 4/ 7
Expand capacity of primary school system Gross emolhnent ratio t/ 389 400 384 420 395 447 405 460 420
New admissions in fiist grade 149 139 189 141 229 154 270 165
(thousands)
Recruit primary school teachers Local 1ecruitment plan teady In August 1998 (target June 1998)
locally Pilot implementation statted In October 1998, as targeted
Promote giils’ education Gitls® primnary school gross 278 300 311 330 324 350 336 380 34 0
emoliment ratios 1/
Reduce tegional dispatities in access to Spiead in provincial primary 750 733 730 64 4 710 578 690 530
ptimary education entollment 1atio 1/
Improve quality and efficiency of primary Repetition 1ate 1/ 17 18 17 17 17 16 18 14 17]
education At least one book for two pupils Done

(French and math) for 1999

1/ In percent

2/ On a commitment basis, excluding common expenditures
3/ Not part of identified HIPC targets

4/ Data in patenthesis indicate budget appropriations

5/ Tubeiculosis

6/ Diphtheria, cholera, and tctanus/polio

7/ Budgetary data tefer to initial year of school year.

, .Box 4. Decentrahzatlon, Partlc:patlon, and Transparency in the Soclal Sectors

Participation at the Jocal level in annual bugdget preparation. Discussions on the budget start in May. at the iocal levei

1n the health sector, they include the participation of CSPS (local health centers) management committees: [n the education
sector. the regional directorates, and the directors of the national scheol {or primary education {ENEP}are directly involved
in preparatony work preceding budgetary: sesstons, Financial requests are presented in June at the central level to the
-respective ministries, which propare a draft budget submitted in July fo the ‘Management and Fma.“cml Ditectorate (DAF) of
the Minister of Finance. Ihe respective ministers participate in the oudgc'arv commission, which is chaired by, the Minister
of Finance. This commission maxes the final arbitration before the budget proposal is prcsmt:.d to parliament in September.

Since 1993, three-yeéar budgets (budact-programs) have also becn pr epan,c. ina pamcma‘on manner fora ..umb;r of pilot
minisiries; mc'udmg primary education and health The introduction of 2 medium-term framew ork is discussed both 4t the
tocal and cenfral level. The discussion has enhanced the capacity of the govermnment te formulate the annual tudget within 2
dvnamic perspective of medivm-term objectives and strategies. :

i In"1998, and especially in 1999. a part of the cxpend.:urc,x on goods and services were administered at the district fevel in
the heaith sector. and 2t the regional level in ¢ the education sector through a system: of cred:t dejegation The objective was
W improve the absorplion capacity, and to establish 2 more direct link between' decision and execution. Budgc_;ary
aliocation now is presented with specific budget lines for each of the 53 health districts and i1 health regional directorates,
and for the. 11 basic education rchonal directorates. The system funcnons as follows: (a) after publication of the /o/ des
finances. the districts are provxded with-a notice of credit award; (b) they are allowed to establish their own spending
priorities 2nd o select suppiiers. {c} financial control takes piace at three levels the regional directorates. the respective
ministries, and the Ministry of Finance: and (&) the. payment order is made at the central level by the General Paymaster's
: Off ce. Last year, i the health sector, half the expenditures on goods-and services were realized through cradit delegations,
mostly 0 the di istricts.! For primary cducafxon crcdzt allocations accounted for only 14 percent of expenditures on goods
and services at the local level. ‘ '
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Monitoring of budget execution and the effe ctiveness o'f“ expenditures in'the soeial sectors have improved. Since 1999.

 information on budget execution has'been available attie level of the health districts and of the ecucerion regional
¢ divectorates. In the context of the donors’ testof joint conditionality (SPA); policy and impact indicators Were Selecied

u.rough an .mcract;vc pr OCeSS;! d:'d momto'mo procc.d"rcs 1Mplem ntcd In pa’lcular qz.am:rly "n:amgs no\v takc p!d(:c, at

0 track xﬁdxca'ors is stil hmxxvd b) u*sutf cxem data coliecﬁon and as \u thére i .s only ]zmxt"d dmct ;‘ccdbacl\ from
beneficiaries on budget delivery . L

o

b ice the approval of the civil service reform the decoricentration policy is bcm'.z implemented, mrh alt new & ache_:s and
heaith professionals recruited as.contractual staff. and more of them being asmgm,d 10 rural arcas.

1 Bud g tary allocation still remains msuff’ cient: T health, the CSPS finance alarge pdn oi their cxpend rares through thc
sale of drugs. Moreover, budget execution at thé decentralized level has been ha amipered by delays in delegated credits
seaching their benefici arics. as regional directorates receive their credit awards in May, and the healthy gistricts in June/July.
In ecucation. ihe:financing of school milérials '.ommucs 0 d\,peno largely on contributions ‘rom swident- -parent

associations and donors.

27. In the health sector, overall performance has been mixed, leading to only modest
improvements in sector quality and effectiveness. It must be qualified, however, that some of the
targets set at the time of the decision point for the original HIPC Initiative were ambitious, as
they were set in the absence of reliable baseline data, and the overall trend has been one of
improved service delivery. The following presents an overview of the HIPC indicators
summarized in Box 2:

» Since 1996, higher spending financed the construction of 92 local health centers (CSPS)
(813 health centers are now available compared with 602 in 1992), and 12 medical centers
(CM) were equipped with surgery facilities, raising the number of such centers from
18 to 30. On average, there is now one local health center per 14,000 inhabitants, or ten
villages (compared to 16,000 in the mid-1990s).

» The proportion of CSPS equipped with qualified personnel, in accordance with established
norms for the sector—one certified nurse, one obstetrician or auxiliary midwife, and one
itinerant health agent—is still only 60 percent, falling far short of the HIPC target of
100 percent.11 Over and above the inadequate ratio of medical staff to the population (vis-a-
vis World Health Organization minimum standards), health personnel are still excessively
centralized, and their high turnover further undermines efforts to staff underserved rural
areas.

+ Almost all CSPS are now equipped with functional deposits of essential generic drugs.
Moreover, the share of generic drugs in total drug imports increased from 26 percent in 1996
to 54 percent in 1998, thus making the drugs more affordable for the general population.

' In particular, many CSPS do not have any obstetricians or auxiliary midwives; as a result, services such as
prenatal and postnatal consultations and child delivery assistance are not always offered, as was envisaged in
the minimum action program of the CSPS.
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* Rates of utilization of CSPS have hovered between 20 percent and 23 percent during the
period under review. While these rates are similar to those in other neighboring countries,
they fall far short of the target of 60 percent for urban areas and 40 percent in rural areas.
The authorities’ efforts to improve utilization rates are oriented toward activities to improve
affordability of services, reduce nonfinancial barriers to utilization (cultural, gender, and
geographical), and upgrade service quality.12

¢ Vaccination rates stagnated over the period under review and fell far short of targets. This
occurred in part because a number of donors reduced their contribution to this activity over
the past several years, expecting the government to take over this activity, and a doubling in
domestic resources allocated to finance vaccinations failed to offset this reduction. The
disappointing performance was also due to persistent problems in storage and distribution,
and it highlighted the need to review and render more proactive and effective the vaccination
strategy.

28. Overall, despite a significant reallocation of resources, with about CFAF 3,800 per capita
spent on health, budgetary allocation is still low relative to a minimum package of activities
adapted to sub-Saharan Africa epidemiology, which is estimated to cost about twice as much. 13

29. Over the past decade, Burkina Faso has given priority to the development of basic
education and has made some important progress in enrollment, and in the reallocation of
expenditure toward priority objectives. Between 1990 and 1999, the share of children enrolled in
primary school increased from about 30 to 42 percent, 34 percent for girls. New first-grade
admissions doubled over the period. Opportunities increased for urban, as well as for rural
children, as 70 percent of all new classrooms were constructed in rural areas in recent years.
Interprovince disparitics were reduced, as the proportion of provinces not reaching the average
gross primary school enrollment rate decreased from 73 percent in 1996/97 to 58 percent in
1998/99. Some of the targets set at the decision point were ambitious, and were based on
provisional baseline data (such as the enrollment ratio in 1996), which proved higher than the
actual outturn. Thus, in 1995/96, the primary school enrollment ratio proved to be only

38.9 percent, while it was estimated in early 1997 to be 40 percent. At the HIPC Initiative

- decision point, the target for 1999/2000 was set at 46 percent, while the outturn is only

42 percent.

30. The recent progress in primary education was achieved through two main strategies.
First, additional resources were allocated to basic education to support the expansion. The share
of the education budget allocated to basic education increased from 45 percent to about

"2 Tariffs charged for medical consultations tend to be lower than the cost of services, and lower than those
applied in the private sector; however, the recent public expenditure review shows that they remain high
compared with the purchasing power of the population. According to the survey on utilization of health services
commissioned by the European Union in 1998-99, purchasing power constraints are by far the first reason
given by households for low frequentation.

1 Revue des Dépenses Publiques, Secteur de la Santé, January 2000 (RDPS).
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58 percent between 1990 and 1999.14 The availability of schools also increased as

800 classrooms a year were constructed over the past several years. Second, the early
implementation of the first phase of the 2000-10 Basic Education Plan ensured a substantial
reduction in expenditure per student in basic education, which facilitated the expansion. Policy
measures adopted included a policy to hire instituteurs-adjoints exclusively, whose average
salary is 40 percent lower than that of the instituteurs; a substantial use of double-shift classes to
cover up to 40 percent of students in urban areas; and an increase in the use of multigrade
teaching to include 25 percent of students in less densely populated areas.

31.  Burkina Faso also made efforts to address demand-side constraints. In this regard,
the proportion of schools with drinking water and sanitation increased to 47 percent and

45 percent, respectively. The number of literacy centers more than doubled since 1990, and their
outreach was greatly improved, expanding from 90 villages in 1990 to 4,500 villages in 1997/98.
To further enable the effective participation of poorer populations, the government lowered the
cost of education to families by providing a set of textbooks for use free of charge, and by
encouraging greater participation in parents’ associations. To lower the opportunity cost for poor
families and enable girls to attend schools, the government (a) built schools closer to villages to
reduce physical distance; (b) provided resources to the female parents' association (4ssociation
des meéres d'éléves) for income-generating activities, thus reducing the domestic workload of
their daughters; and (c) developed school-lunch programs in rural areas. In parallel to efforts to
reduce costs to poor families, Burkina Faso also implemented measures to improve the quality of
education by (a) supplying on a regular basis sufficient textbooks to schools to allow for one set
of books to be shared by two students; (b) upgrading teachers’ skills, particularly in rural areas;
and (c) introducing on a pilot basis bilingual education in rural areas.

32. These improvements are encouraging, but continued and intensified efforts are
required to maintain and give a further boost to these trends. Burkina Faso remains one of

* the five countries worldwide that is the furthest away from achieving universal basic education.
It is also one of the twenty poorest country in terms of per capita income. Like all countries with
low primary enrollment, the main challenge is to expand quality services to rural children and
girls, who form the majority of the out-of-school population. While about three-quarters of
children in urban areas are enrolled in school, only about 35 percent of rural boys and 26 percent
of rural girls are enrolled. A further rise in enrollment will necessarily mean increasing the
attendance of rural children, girls in particular.

33. Total public expenditure on education averages only 2.8 percent of GDP in 1999.
This is below the average of 4.0 percent of GDP for the 20 HIPC Initiative African countries
and, therefore, indicates the need to allocate a larger share of public resources to the education
sector, utilizing HIPC resources. There is also considerable scope to improve performance within

* The percentage of higher-education students receiving scholarships was cut from 98 percent in 1988 to

35 percent in 1997, and the total number of scholarships awarded to secondary school students was reduced by
65 percent. Public school secondary students now pay registration fees, most of which are kept by schools to
cover the cost of pedagogical materials.
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the existing resources, as unit costs remain relatively high. In primary schooling, public
expenditure per student is equivalent to 0.24 times GNP per capita, compared with 0.15 for other
francophone African countries. The average primary teacher salary in 1999 is 6.8 times GNP per
capita down from 8.2 in 1995, but still higher than the average for Africa (3.6) and for Asia and
Latin America (2.5). In addition, the cost of producing one graduate of primary school is twice
as much as it should be, owing to the high rates of dropout and repetition. Of all children who
enroll in primary school, only 60 percent reach the sixth and final grade. Completion rates are
only 49 percent in rural areas and 41 percent for rural girls. School completion is lowest in the
north, particularly among boys, and highest in the southwest. Repetition rates average 15 percent
in grades 1-5, and more than 40 percent in grade 6, indicating an excess demand for access to
lower secondary school. The patterns are similar at other levels of education.

34. Finally, HIV/AIDS poses an important threat to the gains already achieved in education
and to the ability of the authorities to maintain and increase services. Not only does the falling
life expectancy limit the returns to investments in education, HIV/AIDS poses a significant
threat to the education services because of the increased rates of teacher and student
absenteeism, higher teacher replacement needs, the challenges of managing HIV/AIDS in the
workplace, and the increasing number of AIDS orphans who will not be reached without targeted
efforts to bring them to school.

IV. THE GROWTH AND POVERTY REDUCTION STRATEGY FOR 2000-02
UNDER THE PRGF-AND IDA-SUPPORTED PROGRAM

A. Macroeconomic Policies and the Medium-Term Budgetary Framework

35.  Despite substantial progress recorded in macroeconomic performance in recent
years, poverty remains pervasive and social indicators remain weak. In preparing the new
three-year program for mid-1999-mid-2002, supported by a new three-year arrangement under
the PRGF and by structural adjustment credits from IDA, the government recognized that
substantial challenges lay ahead. These include establishing a strong foundation for sustained
growth in view of the vulnerability of the economy to external shocks; bringing down the high
costs of electricity and transport; and improving rapidly the very low level of social indicators. In
the area of public finances, revenue losses resulting from the introduction of the CET called for
improved taxation of the informal sector, better monitoring of the largest taxpayers, and
tightening of the exemptions under the investment code. With regard to the financial sector,
further progress needed to be made in deepening financial intermediation and increasing access
to microfinance savings and loan institutions, especially for the poorest and for women.

36. Against this background, and with a view to reducing poverty in a sustainable way
and improving human capital, the three-year program for 1999-2002 aims at promoting an
acceleration of growth through the rapid implementation of reforms. These reforms are
designed to strengthen basic infrastructure, reduce the cost of services, including public utilities,
and improve social indicators (see Box 5 and Section 4.2.1 of the PRSP). At the same time, the
program aims at widening the tax base and promoting the expansion of the export base, to reduce
further domestic and external financial imbalances. The external tariff reform has been
completed in early 2000, with the full adoption of the common external tariff of the WAEMU;
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the remaining reform consists of the gradual elimination in 2001-03 of the temporary protection
surcharge of 15 percent applied to few products (see Box 5). The monetary policy, conducted at
the regional level in the framework of the WAEMU, would continue to have as a key aim the
preservation of the exchange rate peg with the euro and the strengthening of the international
reserves position of the union. Private sector development is to be promoted through a
strengthening of the judicial system, the reinforcement of institutions that provide services to
small-scale businesses, and the streamlining of procedures for the establishment of new
companies. As Burkina Faso is a member of the WAEMU, macroeconomic policies need to be
determined within this regional framework.

Box 5. Burkma Faso. ’Vlacroeconomrc Pohc\ and Structuml Reforms :
for the Penod 2000—03

Macroeconom ic

‘Maintain a stable macroeconomic framework as cv'denced bya satlsfactorw performance under a prog*am

upporteu under the PRGF

Strﬁetu ral

'Govemmem fmanc:al management 'Continuous actions to strenctnen the tax admmlstraﬂon in pamcular the

Y

lavge taxpayers unit, the monitoring ‘of public investment, real estate. and local taxe:. wnh a larger role for. local

-govemnments. Possible: extension-of the VAT 10 agricultural mputs {after carefu} analysis of its 1mpaet,

mc;udmu on-poor farmers) and 'nodz jcation.of the. excxse taxes on petroleum products

Trade reform: The common extemai tar*ff of the WAEMU has been 1mplemented in fulls smc-’ Januarv 4.
2000, with the averaae exterral wariff downt 1o arfound 72 percent A temporary pro.ectro'x surcharge of

15 percent (declining to zero in 2003) may be apphed 10 Six. producfs belongmo wa o'edetermmed list .
approved by the WAEMU Conmtssxon and 2 more pemanent conJuncrura. tax can be app rcd to products
benef' ting from export subsndies -

to ensure adequate prov;sxon of" cr:.dtt to support botn ru'al and uroan-based small—scare actmt.es Lmks wrll be'.

| estabhshed with the main commercxa] banks.

» anattzanon and pubhc eaterprise reform: T'xe telecommumcat,ons company, ONATEL will be' brougnt to

the point of sale by end-2000; following the estabhshmcnt of anéw regulatory framewom A new msntunonalv :
and regulatorv framework for the electricity sector will be estabi.shed before end-2000; and a scheme for the
privatization of the electricity company; SONABEL deﬁneo oy end-2000; that wiil specify the funciions that -

{ will be:attributed to the private sector and those that will remain in the pubhc domam Pamcular attentxon wil}
! -be given to ensure the: co'ttmuat-on of the' rura! e!ectrrﬂeanon effort ’

oovemance adopted in 1998 thh a focus on sn'cngﬁen.no budcet preparation and execut'cm mcludmg _
_monjtorable three-vear progxam bt.dgets for key ministries. The _computerized expendrmre momto'mg process

will be broadened to foretg'l-ﬁnancec investment and the: deceqtrahzed budgets: New administrative tribunals.
will be created specializing in business issues. The: ;udlczal system’s mdepenc:ence from the executive branch

_will be reinforced, “with the Supreme Audit Court (Court des Comptes). bem giver a larger role in the o
p"epa'atron of the audited bucget Iaws '

37.  The poverty reduction focus of the program centers on the improvement of social
indicators. This will includes innovative approaches for strengthening school enrollment and the
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quality of education, and a major effort to improve the existing network of health centers, so as
to improve the quality and availability of health services. Rural development will be reinforced
through a community-based integrated approach, supported by donors, that aims at eliminating
the obstacles to greater productivity and higher incomes. The focus on poverty reduction is being
enhanced through the development, in a participatory framework, of a comprehensive poverty
reduction strategy, with detailed plans of action for the key social sectors, that will be updated on
a regular basis (see below, Section IV,C). '

38. The key macroeconomic objectives for the period 2000-02 are to achieve an annual
growth rate in excess of 6 percent,15 limit inflation to an average of 2 percent per annum,
and increase Burkina Faso’s contribution to the international reserves of the union. The
targeted rate of economic growth should be achievable while maintaining an investment rate of
about 27 percent. Gross national savings would rise from 15 percent in 1999 to about 19 percent
in 2002 percent, while the external current account deficit should decline by 4 percent of GDP
during the 1999-2002 period (Table 5).

39. The medium-term budgetary framework is based on an increase in the revenue-to-
GDP ratio from 14.4 percent in 2000 to 14.8 percent in 2002, and maintenance of a broadly
stable ratio of current and capital expenditure to GDP, before utilization of the additional
resources resulting from the HIPC Initiative (Table 6). This approach would be consistent with
an expected decline, on the basis of existing indications, of donor support to the budget in the
form of grants and loans. Thus, external grants, excluding those that are project related, are
expected to decline as a ratio to GDP from 1.6 percent in 2000 to 1 percent in 2002; external
loans by multilateral lenders in support of structural adjustment could decline from 0.6 percent
of GDP in 2000 to 0.2 percent in 2002. Capital grants and loans to finance the investment
program are expected to remain at a high level, albeit declining somewhat from 10.4 percent of
GDP in 2000 to 8.9 percent in 2002. Accordingly, before utilization of the additional resources
resulting from the HIPC Initiative, the primary balance, excluding foreign-financed investment,
would improve in the 2000-02 period by about 0.8 percent of GDP, and the overall deficit,
excluding grants, would decline by about 2.5 percentage points of GDP; including grants, the
deficit would decline slightly to 2.7 percent of GDP in 2002 from 3 percent in 2000.

40. The assistance that would be provided by the original and enhanced HIPC Initiative
(Table 7), when evaluated in term of annual debt-service reduction, is estimated at

0.7 percent of GDP in 2000, and at 1.3 percent of GDP in 2001 and 2002, including the
interim relief that is expected to be provided by a number of multilateral creditors before the
attainment of the completion point. It is the intention of the authorities to allocate these
additional resources mainly to the health and education sectors, but also to strengthen other
infrastructure at the community level, such as water, sanitation, and local roads. On the basis of
the consultations with the civil society and donors, action plans with output indicators for the key

!> The PRSP presents a target for the average annual real GDP growth rate in 2000-03 of 7.4 percent. The last
PRGF review document is more prudent, with an average annual growth rate in 2000-02 projected at
6.3 percent (see Table 5).
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sectors have been prepared together with 2 medium-term budgetary framework for the social
sectors. The PRSP document presents in detail the additional cost of the priority programs in
health, education, water, and rural development, which are summarized in Table 7. These
programs are expected to be financed by the HIPC resources and by supplementary external
assistance that the authorities hope to be able to mobilize. A supplementary budget for 2000 will
be submitted to the parliament, in conjunction with the budget for 2001 and the updated
medium-term budget frameworks for the key ministries. Total expenditures for health and
education including these supplementary resources are projected to increase from 5.5 percent of
GDP in 1999 to 6.2 percent in 2002, and from 23.2 percent of total expenditure in 1999 to

28.7 percent in 2002.

B. Structural, Institutional, and Social Reforms

41.  The reform agenda aims at promoting an environment that is supportive of the
development of private initiative, and easing key bottlenecks that hamper the provision of public
services and contribute to the maintenance of high input costs. The government will pursue with
determination its remaining privatization program centered on the public utility companies,
promote further trade liberalization in the framework of the WAEMU common external tariff
with the gradual elimination of the temporary protection surcharge, !0 and seek a further gradual
increase of tax revenue in proportion to GDP to support the necessary strengthening of social
services. Finally, the focus on improving governance, transparency, and social accountability
will be reinforced. The structural and institutional reforms are summarized in Box 5, and
presented in more details in Appendix II. The key monitorable objectives in the social sectors for
2000-03 are presented in Box 6. The overall strategy and detailed action plans for the social
sectors are presented, respectively, in Sections 3.2 and 4.2.2 of the PRSP, with their costing in
PRSP, Table 13 and Appendix Tables 1-9. The cost is summarized in Table 7.

42. Primary health care. The quality and effectiveness of Burkina Faso’s health system are
still seriously constrained by weak management capacity. Roles and responsibilities for
management and decision-making remain very centralized, and those best placed to make
informed decistons on the optimal use of resources at the local level often have neither the
means nor the essential skills for carrying out key management functions. Moreover, in the past,
high ratios of investment to total expenditures meant that insufficient resources were available to
cover recurrent expenditures, including personnel costs and goods and services. Service
providers and infrastructure are heavily concentrated in the two main urban centers. Services
appear to be unaffordable to certain segments of the population, and poor service quality and
factors constraining access to services have culminated in low service utilization by all but the
richest quintile of the population. The Ministry of Health is preparing a ten-year sector
development program that will define actions to correct these problems. Specific strategies will
include actions in three areas. The cost of the priority programs and their financing (mainly from

' The elimination of the surcharge (applied to vegetable oil, sugar, batteries, and three other products) will have
a small positive impact on consumers, including the poor,
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HIPC Initiative assistance) is presented in the PRSP (Tables 13 and 14 and Appendix Table 1)
and summarized in Table 7.

Box 6. Social Development Indicafors, 1999-2003 17
Objectives and Policies Indicators Targets and Results
Health
Improve primary health care 1999 2000 2001 2002 2003
quality and coverage Actual Target Target Target Target
Provide adequate staffing of Share of CSPS' meeting minimal
local health centers (CSPS) staffing norms (three agents) 2/ 60 65 75 85 100
Provide regular supplies of
essential drugs to CSPS Incidence of insufficient stock 21% <8% <8% <8% <8%
Increase utilization rates in CSPS  New cases/inhabitants/year 023 024 025 026 027
Strengthen child vaccination Share of infants (12-24 months)
programs vaccinated 2/
BOG 3/ 60 70 80 83 85
DPT3/polio 4/ 42 50 60 65 70
Measles 53 55 &0 65 70
Yellow fever 50 55 &0 65 70
Education
Improve coverage, equity, and 1999 2000 2001 2002 2003
qQuality of basic education Actual Target Target Target Target
Expand capacity of primary Gross enrollment ratio 2/ 420 45Q 470 500 535
school system New admissions in first grade
(in thousands) 1650 1840 2030 2210 2400
Promote girls' education Girls' primary school gross
enrollment ratio 2/ 336 40
Ratio of enrollment in first grade
(in percent) Girls 276 302
Rural area 404 418
20 poorest provinces 340 361 480
Literacy rate 184 311
1/ The target for 2000 have been revised in the context of the preparation of the PRSP, they supersede those in Box 2 which had becn set
at the decision point in 1997
2/ In percent
3/ Tuberculosis
4/ Diphtheria, cholera, and tetanus/polio
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First, public expenditure will be targeted to cost-effective interventions addressing the
health problems of the poor and vulnerable:

« With a view to improve cost-effectiveness and targeting, rural areas with the worst coverage
and quality of basic primary health care services will receive priority for public investments
and a larger share of current expenditure, including the wage expenditure. By 2002, nonwage
public expenditure for health districts should increase by about 10 percentage points to
40 percent of the total health budget. The proportion of CSPS satistying staffing norms is
targeted to increase from 60 percent to 100 percent. The Ministry of Health will also publish
a plan for human resource deployment to correct inequities in distribution, using financial
incentives to attract professional workers in remote rural areas, as well as local recruitment
and contracting.

+ By 2001, the Ministry of Health will undertake an incidence analysis (including beneficiary
assessments for health and HIV/AIDS) to acquire better information on the impact of public
expenditure on the poor and vulnerable. On the basis of these results, it will reallocate public
resources to achieve more equitable and poverty-oriented public expenditure, and develop 2
plan for improving household behavior in favor of better health.

e The Ministry of Health has targeted significant improvements to be achieved in 2001 for
immunization (80 percent for DPT3), vitamin A (80 percent), and bed nets (50 percent of
pregnant women using nets in selected areas).

o Inrecognition of the devastating impact of HIV/AIDS, actions to fight the spread of AIDS
and to care for those infected and affected must be pursued and extended beyond the
Ministry of Health, encompassing communities, local authorities, and nongovernmental
organizations (NGOs). The objective of the Ministry of Health is that by end 2000 the
regular use of condoms among occasional sex workers, drivers, and the military should
increase significantly, and that the access of pregnant women to testing counseling for HIV
should increase to 25 percent in selected districts (Gaoua and Bobo Dioulasso).

Second, the efficiency of service delivery will be improved through the following:

e The organizational structure of the Ministry of Health will be reviewed to enable it to
embrace and successfully carry out reforms including (a) a redefinition of roles and
responsibilities at all levels of the health system, in light of the decentralization;

(b) implementation of a district plan through local partnerships; and (c) establishment of
contractual relationships. The authorities will build on considerable achievements in the
context of the national health program (PDSN), whereby public (IDA) funds are disbursed
directly to health districts and regions for implementation of their agreed action plans on the
basis of sound financial management and accounting, and of quarterly reviews of
performance against key indicators for districts and regions. By end-2000, the Ministry of
Health will have prepared and started implementing an action plan that will (a) define how
and when public resources (including public budget and resources from other development
partners) will be channeled through this decentralized process; (b) ensure that funds
channeled to districts reach the CSPS level to support implementation of their microplans;
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(c) improve the budget process to ensure availability of allocated budgets at the year’s outset,
instead of midyear; and (d) outline how this system will be institutionalized.

o The Ministry of Health will review its pricing policies in an effort to reduce the cost or
render free of charge essential and preventive services, with a view to increasing access and
utilization of these services by the poor. Availability of essential drugs will be improved to
90 percent or more. Continued monitoring of the availability and affordability of drugs to the
poor and vulnerable is to be instituted.

Third, partnerships will be built with local service providers, and accountability to the poor
will be reinforced:

o The capacities of decentralized managers and service providers, on the one hand, and of
community management committees (COGES), on the other, will be strengthened, with a
view to enabling them to establish effective dialogue and partnerships, and provide ongoing
monitoring and evaluation of performance. This is key to making public services more
accountable to the communities they serve and to providing communities with the
information they need to participate effectively in planning and budgeting of local-level
health activity.

» A contractual approach to health service provision will be developed, in an effort to
encourage local partners in health care (NGOs, communities, private sector, and academia)
to target their activities to underserved areas and areas of greatest need.

43. Education. The Burkinabeé authorities are evaluating their policies and achievements,
and developing a strategic vision for the next decade, as well as policies and programs to support
that vision. Over this period, the authorities propose to continue to give priority to basic
education and raise enrollment and completion rates, as well as learning outcomes at that level,
while maintaining a slow pace of expansion at postprimary levels where the emphasis will be on
improving the adequacy of learning outcomes for the labor market.

44, With respect to basic education, the authorities propose for the period 200010 to

(a) increase the national primary school enrollment ratio from 42 percent in 1999/2000 to

70 percent, and to 55 percent for rural children and girls; (b) increase the adult literacy rate from
18.4 percent to 40 percent through the combination of expanded access to primary education and
the provision of adult literacy programs delivered by NGOs and other local organizations,
targeting rural women in particular; and (c) provide alternative, community-based schooling
opportunities for out-of-school children aged 9-15. The detailed costs of the priority programs
and their financing (mainly from HIPC Initiative assistance) is presented in the PRSP (Tables 13
and 14, and Appendix Tables 3-6) and is summarized in Table 7.

45. The objectives can be achieved only if quality programs that attain desired learning
outcomes are cost-effective and at affordable prices to the poor, if the increased allocations to
basic education are sufficient to support these objectives, and if the resources allocated are more
effectively used. Key levers to support these objectives include lowering the cost of education to
the poor and girls, controlling expenditure at other levels of education, cutting the unit cost of
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education, and reducing repetition. More specifically, the measures proposed by the Burkinabé
authorities focus on the following;:

« increasing more quickly access to education in rural areas by expanding the number of
schools—equipped with running water and separate sanitary facilities for girls—in the
20 rural provinces with the lowest coverage, by ensuring that schools utilize multigrade
teaching where population density is too low to provide for six separate grades, and by
expanding double-shift teaching in urban areas where there is excess demand;

o lowering the cost of education by continuing to provide books free of charge, ensuring
sufficient allocations to rural schools to cover basic materials and operating costs, and
making the payment of parent-teacher association (PTA) fees voluntary in the 20 provinces
with enrollment rates below the national average, while increasing government allocations to
those schools to compensate for the loss of school income;

o decentralizing the hiring of teachers to the district level starting September 2001, with a
starting salary similar to those of the community schools;

» introducing automatic promotion from grades 1 to 2, 3 to 4, and S to 6; and limiting the
repetition rates; and

e maintaining primary education’s share of total education expenditure at 60 percent in the
medium term, while increasing education’s share of total government expenditure from
21.6 percent to 26 percent.

46. With respect to three other levels of education, the strategic vision of the government is
to serve three goals simultaneously within financial constraints: (a) to provide a chance for
qualified primary school graduates to move on to higher levels of education; (b) to create a pool
of candidates from which selection for higher education and recruitment of primary school
teachers can be made; and (c) to supply workers with sufficient education to fill mid-level jobs in
the modern economy. In that context, the government's objectives are to (a) ensure moderate
development of secondary education by increasing enrollment ratios from 13 percent to

17 percent for lower secondary schools while containing public spending, and from 3.3 percent
to 4.6 percent for upper secondary schools while increasing the rates for girls; (b) reduce the
average years needed to produce a lower secondary school graduate from 9.5 years to 7 years by
improving the flow of students in the system; and (c) ensure that the postsecondary education
system is responsive to the demand for educated labor, so that the supply of graduates is
adequate in terms of both quantity and quality. In the short term, the authorities will be working
to operationalize their strategy for these levels of education.

47.  Finally, the Burkinabé authorities propose to make a significant effort to increase
knowledge of the impact of HIV/AIDS on education coverage and learning outcomes, to develop
appropriate interventions to mitigate that impact, and to raise awareness of HIV/AIDS among
teachers, students, and parents in both formal and nonformal education programs.
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48. Agriculture and rural development. The authorities are aware that agricultural and
rural development is necessary for achieving broad-based growth and reducing poverty, which
affects mostly people living in rural areas. They adopted in 1999 a strategy for sustainable
development in agriculture and an operational plan which aim at strengthening production in the
cotton sector while diversifying the export base, ensuring broad access to income-generating
activities, enhancing food security, and preserving the environment:17

¢ In the cotton sector, with a view to achieving further competitive gains in cotton quality and
production costs, and to improving farmers' benefits from growth, the program aims at
encouraging private sector participation and competition in an orderly fashion through the
following measures: (a) retrenchment of the government from productive and commercial
activities, such as input supply, credit, and technical support, with the possible retention of
its remaining stake in SOFITEX; (b) encouragement of the increasing participation of
farmers’ associations and the private sector in the delivery of extension services, financial
services, distribution of inputs, and transportation of seed cotton; and (c) opening of new
areas to private operators, whose responsibilities are defined in the cahier des charges.

e Concerning food crop and cattle production, the government's objective is to increase labor
productivity and income levels by converting a low return agricultural system into an input-
intensive system based on improved seeds, water management, and agricultural equipment.
The policies target both traditional cereals (millet, sorghum, maize), and other products (such
as tubers, cowpeas, and vegetables) which could complement the household food basket and
provide additional income throughout the year. Measures focus on decentralization of
agricultural extension services, provision of community infrastructure and road construction,
input quality control, and livestock disease prevention. The strategy to improve soil
preservation and water management includes the implementation of measures to reduce the
cost and improve access to fertilizers, small erosion control and reforestation projects at the
village level, and the construction of small water control projects that will irrigate areas
under the control of women associations. The policies will be implemented through a
multidonor, community-based development program (Programme National de Gestion des
Terroirs, or PNGT), which will enter into effect at end-2000 and will cover 2,000 villages in
a first phase and all 8,000 villages by 2007. In addition, other donors (mainly the European
Union) will also support a comprehensive rural development plan (Plan d'Action pour
I'Organisation du Secteur Agricole, or PAOSA), which will start in mid-2000 and run for a
period of five years. PAOSA’s activities will center on capacity building at the local level,
promotion and strengthening of professional associations, consolidation and extension of
decentralized microfinance networks, with a view to extending outreach to 30 percent of the
population, and assistance to rice producers, processors, and traders. Support to rice
production is expected to contribute to improved food security, as well as to better income
opportunities for the most vulnerable groups, as many producers are women and young men.

'7 Details of the updated strategy are provided in Section 4.2.3 of the PRSP.
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« In the horticulture sector and the area of nontraditional exports, a new action plan agreed
upon at the Bobo Dioulasso workshop in November 1999 will be implemented, that focuses
on increased productivity and improved access to export markets.

 In addition, a new private sector development program, with a strong agriculture and
livestock component, is being finalized; it aims at removing the main constraints to
investment and achieving broad-based growth in both farm and nonfarm rural activities.

49, Judicial reforms (see PRSP, Section 4.2.4). Budgetary resources allocated to the justice
sector are equivalent to less than 1 percent of total expenditures, and have been insufficient to
cover the cost of running an efficient judiciary system. The government is committed to
improving the functioning of the legal system. In April 2000, it approved a national action
plan, which takes into account the recommendations made at the 1998 national justice forum,
and defines priority measures for the period 2000-04. The objectives of the plan are (a) to
strengthen the independence of the judicial system through organizational and institutional
reforms; and (b) to increase the human, material, and financial resources available to the system.
In a first stage, the authorities, with World Bank technical assistance, will identify the needs in
terms of institutional reform and review training requirements for judges, lawyers, legal
professionals in the areas of commercial law, as well as court clerks. They will also prioritize
expenditures in infrastructure rehabilitation (courthouses), equipment (such as computers and
transport), and material. In the meantime, they will continue the training of judges and the
dissemination of the legal texts adopted in the framework of the Organisation pour
{'Harmonisation du Droit des Affaires en Afrigue (OHADA). The total cost of the program is
about CFAF 24 billions (1.5 percent of GDP), of which about CFAF 4.2 billions in 2000 and
CFAF 7 billions in 2001. A team will be appointed shortly to coordinate the reform program.

50. Moreover, the authorities intend to improve the information available to the civil society
about the legal and the judicial system. In this respect, they are contemplating measures which
would increase local knowledge of the legal framework through (a) training of the public at large
as to their rights and obligations; (b) the publication of court rulings; and (b) the dissemination of
results from upcoming studies of the judicial system.

St Legislative reforms and efforts to improve information will focus, in particular, on issues
related to women rights.

C. Steps for Improving the Poverty Reduction Strategy Paper

52. The PRSP will be a key instrument in Burkina Faso's relations with the donor
community: it will strengthen coordination among development partners by providing a
common reference point. In particular, it will serve as a reference for programs with the Bank
and the Fund. In the context of the Country Assistance Strategy (CAS), the Bank will incorporate
the intermediate and outcome indicators of the poverty action strategy as its objectives, revisit
priorities for lending operations, and use actions specified under the PRSP as a basis for
determining lending triggers.
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53. In Burkina Faso, the preparation of the PRSP has drawn on a tradition of participatory
development, described in Box 7. Since November 1999, it has been supported by a dialogue at
several levels:

e  Within the public administration, a special committee was constituted, headed by the
Ministry of Economy and Finance, and bringing together directors of studies and planning
from different ministries, which was responsive for preparing the PRSP.

e Two meetings were held in February 2000 with donors to present the process of PRSP
preparation, as well as an initial analysis of the characteristics of poverty based on the last
household survey, and to collect their comments.

o With the participation of the civil society, donors, decentralized administrations, the private
sector, NGOs, and producers associations, workshops were organized in Ouahigouya (in the
north) in February 2000, and in Bobo Dioulasso (in the west) in March 2000, during which
results from the 1998 household survey were presented, and contributions were accepted to
improve the draft document. Further discussion with the civil society and the donors were
conducted in April and May.

o The draft PRSP was presented at end-April 2000 to the two chambers of Parliament (the
National Assembly and the Chamber of Representatives) and to the Social and Economic
Council, which endorsed the strategy and the action programs contained in the document.

o Further extensive discussions with the donor community took place in May 2000.

54. The authorities recognize that a number of actions remain to be taken to improve both
the content of the PRSP and the process of its preparation. Some key actions are listed below
(see for details Section 6.3 of the PRSP).

e A participation action plan will be prepared, which will include details on how the PRSP will
be reviewed every year and how program execution will be monitored. This plan will clarify
the role of the various parties involved in the formulation, implementation, monitoring and
evaluation of the poverty reduction strategy, and in the selection of indicators, and it will
provide an explanation of how donor assistance will be more effectively coordinated. It will
contain a timetable with clear benchmarks for implementation. In particular, it will specify:
(a) the implementation of the program and the updating of its objectives will be reviewed, on
an ongoing basis, at the level of the National Assembly, the Chamber of Representatives,
local governments, and the civil society; (b) how NGOs and associations, the private sector,
donors, and, especially, the poor will be consulted; (c) the role of local governments as an
operational nexus for coordinating actions and monitoring budget execution at the local
level;18 and (d) how information on program execution and its social impact will be made
widely available to the public, through a variety of means, including radio and newspapers.

'8 The administrative capacity of local governments will be strengthened through enhanced technical assistance.
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A Participatory Poverty Assessmenti (PPA) will be conducted in 2000B01, with a view to
gathering information on the poor' s own perceptions of poverty.

* The four key objectives of the poverty reduction strategy have been identified in the PRSP:
to accelerate growth based on equity; to increase access to social services by the poor; to
broaden income generating activities by the poor; and to improve governance and donor
coordination. The programs of actions will be reviewed on an ongoing basis, taking into
account the recommendations made in the 19992000 public expenditure reviews and the
results from the 1998 household survey. The fiscal cost of these programs will be updated
regularly, trade-offs in expenditure priorities will be discussed, and the sources of funding
will be identified through donors' consultations.

e Measures will be taken to increase the participation of local communities and the
beneficiaries in the budget preparation and in the monitoring of their execution, and to
increase the dissemination of budgetary data.

« Outcome indicators/goals and quantitative intermediate targets will be refined further, in
order to strengthen the effectiveness of the policies. The government has diversified the
indicators beyond those sclected under the original HIPC Initiative and with donors has been
testing indicators in areas such as water and sanitation, rural development, and private sector
development.19 A monitoring unit wilt be established whose task will be to collect, process,
and analyze data from multiple sources on household living conditions, particularly among
the poor, and to provide this information to those implementing the poverty reduction and
growth strategy.

'® The joint conditionality test will be reviewed in July 2000; this will offer an opportunity to reassess
experiences accumulated in regards to the selection, measurement, and monitoring of indicators.
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- Box 7.The ’I‘radmon of Pamclpatory Development in Burkxna Faso

Tbe coacept of’ gfassroots pamclpatlon has. been an important element of de\ ¢iopment efforts in Burkma F aso:
fora number of vears, and there i i ion, history of bmldxrg on locz} level mstxrutxor\s

.S fon.m on: women‘ 2
i recommendatxons amed at I'Eddc ng ge'xder mequah‘y in access to wcome opporunmes and welfare

A fomm on justice

-The. oovcrnmem has been encouragmo the formation of assocxatxons (inc! L.dmo prodz.cers cooperatxves

women'’s associ at.o'ls and savmgs and loans assoczaaons) which now: comprzse some 14.000 structures.

Every year, since 1993. the oovcmmem has fnef with £; Lamﬂers associations and \COs 0 drscuss problems

in the ueld the last meeting 100k pnace in April ’000

e!opmem took Pplace 1 in 1994 which xed to-the: formalanon of po.xcy

: Follow iing the. fi xrst househoxd survey, the authorities eiaborated in. 1994 93, with the participation of many-

ministries, the private sector, the civil society. donors, and lenders. 2 poverty reduction strategy for 1995~
2005, summarized-in a polxcy mcmorandum for sustzinable human ceve}opmem (LIPDHD. 199<-7003)

:whxch focuses on m-provmg ‘human'security. The strazegic elements of this poverty reduction policy were
designed to acceierate economic growth and develop human resources, good governance, and rationai -

management of natura! resources. The ten-year. plan was presented in Geneva in October 1995 on the

: occaswn of the thlrd eeneral roundtable of donors and lenders

T@o s'ates eeneral on educanon and hea.th took olaCe respecnveiy in 1994 and 1998 with :he participation

o rcapecme‘), in 1997 and 1999 The conclus O'XS were ased i the formulation of zhe :en-year plan of

educanon adopted m !999 as weu as in the oqcom ‘preparaiion of the national healtb strategy.

In December 199 issues of public management were ‘discussed, and the ro!e of the cvovernment was
reconsxdered zn pubhc forisms. , : -

piace i ‘998 whlch la1d th; foundanon for :he ongom _;uc,cxal reforms

The Dec‘*rtrahzanon Law! passed in Auaust ‘998 goes beyond the normal parameters ofrural -

" decentralization; o involve ina forma.ized manner tiral indigenous institutions. Workmo from the

recomiengations of the Commxssmr Nationale de. la Dec-='1tra§‘-sat10'1 {CND): the \atxonai Assennoly and
the oovem'nen' have r°cogmzed that, if the ‘national deceniralization process is'to successfuily promote

'equltable but: °rowth-on°r*ed development over the long term, i must effecnvely include the aspxra‘uons

capacmes, and msn'utrons of the majonty rural population.

* A nztional workshop on the- ‘sources of g.owtb took piace .n Va\, .999 and the Country Asgistance
' Strategv with the: World Bank was organized with wide pamcxpatxon in Auoust 1999.

55.

V. DEBT SUSTAINABILITY ANALYSIS AND ASSISTANCE
UNDER THE ENHANCED HIPC INITIATIVE

A. Debt Sustainability Analysis

The debt sustainability analysis (DSA) presented at the decision point under the original

HIPC Initiative in August 199720 has been revised jointly by the staffs of the Fund and IDA and
the Burkinabé authorities on the basis of loan-by-loan data for the debt outstanding as of
December 31, 1999. A revision on the basis of end-1998 data was made by the two staffs in July

* EBS/97/155, 8/19/97 and IDA/R97-99
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1999 and presented in EBS/99/162 (8/23/99) and in IDA/SecM99-557 (9/7/99). The net present
value (NPV) of debt at end-1998 and end-1999 (US$835 million and US$860 million,
respectively) is very close to that presented last year,21 but about 7 percent higher in U.S. dollar
terms than that presented in the decision point document (respectively, US$775 million and
US$833 million). The three-year export averages through end-1998 and end-1999, respectively,
of US$303 and US$308 million are also very close to those presented in Jast year’s DSA update,
but about 10 percent lower on average than those presented at the decision point, for the reasons
explained in Box 8 (see Tables 8 and 9). As a result, the NPV of debt-to-exports ratio as of
end-1999, using three-year backward-looking averages of exports, stands at 279 percent,
versus 238 percent in the decision point document. (Table 11). With the commitment of
assistance established at the decision point, it is not possible to reach the original target for the
net present value of debt-to-exports ratio of 205 percent, which was set with a tolerance range of
plus or minus {0 percentage points . Accordingly, the amount of assistance had to be reassessed.

| Box 8 Factors Explaining’ Revisions Made to Debt and Export Data Sznce the
Inmal Dec:saon Pomt HIPC Document - ,

I

i

: The upward revision of the \P‘v of debt data at end—i998 and end-1999 refiects the dectine in
| market interest rates ( and, hence, the discount rate used in the calculanons) between 1997 and

E 1998, as well as the identification of mtherto unrecordsd loans, including ‘g goveimment- .
; arameed debt and loans to public enterprises: These two factors are-only partially offset by

i

i

! the appreciation of the U.S. dollar. which fowers the U.S. dollar’ value of the total debt.

The three-year export averages through end- 1 998 ard end-1999 are lower than pro;ected in the
i first decision point document because of lower than or;gmafly estimated export data-—due

| mostly 10 a significant decline in the imternational prxce ‘of cotton—~and smaller than originally

i envisaged cotion export volumes

56. As shown in Table 12, 13 and 14, multilateral debt constitutes 86 percent of the total
stock of debt in NPV terms at end-1999, with IDA by far the main creditor, with 41 percent of
the total stock of debt in NPV terms, followed by the African Development Fund (AfDF) and the
IMF, with about 15 percent and 11 percent of the total, respectively. Debt owed to Paris Club
creditors amounts to about 5 percent, and debt owed to non-Paris Club creditors to about

9 percent. Both estimates of the nominal stock and the NPV stock of debt take into account the
stock-of-debt cancellation on Naples terms that was granted by Paris Club creditors in 1996, and
assume similar debt relief by non-Paris Club creditors (although this has not yet been done for
most of them).

57. The long-term macroeconomic projections are favorable, assuming the pursuit of sound
macroeconomic policies and structural reforms, consistent with the program supported by the

! See EBS/99/162 (8/23/99) and IDA/SEC M99-557 (9/7/99).
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PRGF and with the objectives and measures of the government poverty reduction strategy. The
balance of payments outlook for the medium term is presented in Box 9 and Tables 8 and 9.

58. An alternative scenario with lower cotton export growth (average growth in value of

7 percent in 2000—10), and/or gold exports (only 7 tons of exports by 2007) is presented in
Table 10. It shows a slower decline in the external current account deficit excluding grants,
which would amount to 8.4 percent of GDP in 2010. The contribution of Burkina Faso to the
gross official reserves would decline to 5.7 months of imports in 2010, from 8.3 months in 1999.
A still worse performance of exports would require a slowdown in import growth, which would
be associated with lower GDP growth.

59. The main conclusion of the DSA analysis, before any HIPC Initiative assistance, is that
the NPV of Burkina Faso’s debt-to-exports ratio would fall below 200 percent only after 2007
(Tables 15 and 16). The fiscal burden of the debt would ease over time, but would remain rather
high with the NPV of debt-to-revenue dropping from 222 percent in 1999 to 124 percent in 2010.
The debt-service ratio would fall from 18 percent in 1999 to 9 percent in 2012, and remain stable
thereafter.

B. Assistance Under the Original and the Enhanced HIPC Initiative:
Status of Creditor Participation

60. The assistance from the Fund and IDA committed to Burkina Faso at the decision point
under the HIPC Initiative is conditional, inter alia, on satisfactory assurances of commensurate
action by Burkina Faso’s other creditors. Creditors representing more than 96 percent of total
claims have reconciled the debt numbers with the Burkinabé authorities.
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Box 9. Main Assumptions in the Debt Sustainability Analysis

i The following assumptions are used:

Real GDP growth is assumed to be about § percent throughout the period."

The terms-of trade, after an average decline of 8 percent a year m 1999—2000 e prcuected to increase by
*“about 3 percent a year over the period 2001-03.

Expor: volume is projected 10 grow on average by 7 6 percent in 2000-07; the growth rate’is. then exp°cted
to stabilize at about S percent a vear through 2018. Cotton would remain the main export commodV‘y Afer
the stagna*zon observed in 2000 because of the poor 1999 crop, cotton export volume is expected o
recover in. 2001 and expand at 2 pace of about § percent per year thereafter. The trend of raw cotton
producuon that underpins thése projections assumes improvements in the yield per hectare of existing
cultivated areas in the western part of the country.. andthe ¢ opening up of pew coiton areas in the eastersi.

 part of the country; this should aliow output to reach about 600; 000 tons bv 2012 The substantial i increase

* in goid exports reflects the intense exploration activities in recent vears and is expected to increase
production, as the goid price firms up, from 1.8 tons in'1999 to about 6 tons in 2004 and 190:tons in2008.

© The export potentia] of fruits, vegetabies, and products that can’ be used by the pharmaceutical industry -
would be fully expioited, and export performances of hide skins and ieather wox.ld be strengthened;
however, the share of these products in total exports is promted to decline, as: co‘mn and gold productmn
expand rapidly. Exporis of goodsand services are pro;ec‘ed fo increase trom 1 i percert m 1999 'o '
13 percent of GDP in 2005-18. '

: Impor volume is projected to increase at a rate of about 6 percent a year fueled in pant by the lowmno of
the trade barriers in the West Africasi Econornic and Monetary Union’ foilowmg the inTroduction of f the
common external tariff. The income elasticity of import volume is a.ssumed to increase from 0.8 percent in
2001 to 1.} percent in 2010, and remain stable thereafter.

. Government investient is projected o dcclme p*ogesswelv from 16 DEernt of GDP in 2999 t6 10 percent
in 2015. Project grants would be réduced from 7.4 percent in 1959 1o 3.2 percent of GDP in 2015, while .
-project loans. as a ratio to GDP, would decline from 4.3 percent to 2.2 percent. The terms of the new -
horrowing are assumed to-remain broadly unchanged. The domestxc co*mibut"m would: rise‘fri)m 4.2
percevtv of GDP in I999 tb 4.5 pereent in 2015 Private mvestment wou!d temain broad y st«.ble at about

20‘ 5, vor“.parccl wztb 15 pevccnt of GDP in 1999

Net private transfers, mciudmo workers remmances ate assumed to contmue to contribute Dosn've'y 0

- Burkina Fas50’s Current account. Remirtances of Burkinabé. workers living abroad are pro;ectvd 0 grow in
line with GDP, while the outflow of remitances from foreign worke*s in Biirkina Faso w_ou]d,dgclmjc asa
share of GDP: ‘ L . '

“The external cur-ent account deficit, excludmg grants, is prqecmd o decfme from 16.0 percem of GDPin
1999 1o 6.4 percent in 2010 and 5.3 percent of GDP in 2018, Inciuding grants, it would fall from

12.6 percent of GDP in 1999 10 4.3 percent of GDP in 2618, Official budgetary grants ars expected to
dectine sharply from CFAF 27 billion in 2000 to CFAF-10 biliion in 2005. The firancing gap in 2001 and
2002 is expected 1o be covered by support from multilateral agencies. The contribution of Burkina Faso 10
the internarional reserves of the union § is projected 10 increase somnewhat over the next 1en years; to

1¢ months of imponts in 2010, up from 8.3 months in 1999; as the terms of trade i 1mprove and the
production of cotron ahd gold responds positively. . S

*'The authorities are, iowever, reassessing their.devel opment strategy, which ma) leac to mgher gvowm rates.
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Multilateral creditors

61. All Burkina Faso’s multilateral creditors (MDB) have agreed to consider during a joint
meeting with the World Bank on March 30, 200022 their participation under the enhanced
Initiative. Most MDBs are still in the process of obtaining confirmation from their decision-
making bodies. There are no arrears to multilateral creditors.

Bilateral creditors

62.  Paris Club creditors have indicated their willingness to (i) top up Burkina Faso’s Naples
terms stock-of-debt operation once Burkina Faso reaches its completion point under the original
HIPC Initiative, and (ii) to provide assistance under the enhanced Initiative.

63.  Regarding the rescheduling of Burkina Faso arrears and current maturities with non-Paris
Club bilateral creditors, the authorities have contacted these creditors with a view to receiving
terms at least comparable to those granted by Paris Club creditors.

Amounts and delivery profile of assistance under the original HIPC Initiative

64. In light of the actual outcomes for 1999, as indicated in the debt sustainability analysis,
the amount of assistance to Burkina Faso at the completion point under the original HIPC
Initiative in order to reach the target of NPV of debt-to-exports ratio of 205 percent would need
to be increased to US$229 million in end-1999 NPV terms (compared with US$115 million
estimated at the decision point); this comprises multilateral contributions ¢f US$196 million and
bilateral assistance of US$32 million. Consistent with proportional burden sharing as projected
at the decision point, the estimated amount of assistance is based on multilateral creditors
providing the equivalent of 26.6 percent of the NPV of their clams outstanding at end-1999. The
detailed breakdown of the contributions by each multilateral creditor is based on their shares in
the NPV of multilateral debt at end-1996. Paris Club creditors will provide additional debt
reduction on Cologne terms, involving a 92 percent NPV reduction, and other bilateral creditors
are expected to provide assistance on terms at least comparable to those of Paris Club creditors.

65. The assistance to be provided by IDA amounts to US$90.8 million iri end-1999 NPV
terms (Table 17). This assistance would be delivered through the purchase and subsequent
cancellation by the HIPC Initiative Trust Fund of outstanding IDA credits corresponding to
US$182.8 million in total debt service due between mid-2000 and 2029. The total debt-service
relief in nominal terms through these mechanisms corresponds to a reduction each year of no
less than 23 percent and no more than 40 percent of the annual debt service due to IDA during
the period 2000-10. IDA’s assistance under the original HIPC Initiative would average US$6.7
million per annum between 2001 and 2024 and continue at lower levels until 2029.

22 The Chairman’s Summary of the Multilateral Development Banks® Meeting, IDA/SEC M2000-168
(8/12/2000)
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66. Fund assistance of the SDR equivalent of US$21.7 million would take the form of a
grant deposited in an escrow account to be used to meet Burkina Faso’s debt service to the Fund
under an agreed schedule (Table 18). Interest would accrue on the escrow account. This
assistance will amount to about US$2.0 million in 2000 and US$19.5 million in 2001-05,
before declining in nominal terms in 2006—09.

67.  The African Development Bank and Fund have indicated that they will participate in the
original HIPC Initiative through the HIPC Initiative Trust Fund by buying back all the AfDB
(nonconcessional) loans as well as some AfDF (concessional) loans with its own contribution
and through donor contributions. The Arab Bank for Economic Development in Africa
(BADEA) has agreed with the Burkinabe authorities to provide its HIPC assistance through a
very concessional rescheduling of some loans, over a 40-year period with a very low interest
rate. For the remaining multilateral creditors, which have not yet provided specific modalities, it
has been assumed that either grants or concessional reschedulings would be used to deliver the
required debt relief in NPV terms. Multilateral creditors have been contacted to request
confirmation of their willingness to top-up their assistance for Burkina Faso in accordance with
the need to achieve the target committed to at the decision point.

Assistance under the enhanced HIPC Initiative

68. Based on the updated DSA presented above, it is estimated that additional debt relief
under the enhanced HIPC Initiative necessary to bring Burkina Faso’s NPV of debt-to-exports on
an end-1999 basis ratio to 150 percent amounts to US$169 million in end-1999 NPV terms, so
that total relief under the original and enhanced Initiative will reach US$398 million in
NPV terms. Based on proportional burden sharing of NPV of debt outstanding at end—1999, the
total multilateral contribution (under the original and enhanced Initiative) would amount to
US$342 million, and that of bilateral creditors to US$56 million. (Table 11). This would involve
additional assistance from all creditors equivalent to 26.84 percent of their claims remaining
after the provision of assistance under the original framework. A deétailed breakdown of
contributions by each main multilateral creditor would be based on their share of the NPV of
multilateral debt as of end-1999 after deduction of the original HIPC assistance to be delivered.

69. Enhanced multilateral assistance. IDA-enhanced assistance of US$71 million in end-
1999 NPV terms (additional to US$90.8 million in original assistance) is proposed to be
delivered over the next 14 years by providing 50 percent relief of Burkina Faso’s debt service
falling due to IDA (between July 2000 and 2012) on disbursed and outstanding IDA credits at
end-December 1999 after deduction of a US$182.7 million buyback on IDA credits under the
original HIPC assistance. The impact of IDA’s assistance under the enhanced HIPC Initiative
framework is further illustrated in Table 17. It is estimated that savings on IDA debt service
under the enhanced framework would amount to US$99.6 million. Together with the debt-
service reduction obtained under the original framework, total savings on IDA debt service is
estimated at about US$282.3 million over time. HIPC Initiative debt relief will reduce by about
US$149.7 million, or by two-thirds, the original debt service due on IDA credits during the
2000-10 period.
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70.  Assistance from the IMF would be delivered through a grant deposited into an escrow
account at the original completion point, and an additional grant at the enhanced HIPC Initiative
completion point. The grant, plus accrued interest, would be used to cover part of Burkina Faso’s
debt service to the IMF under an agreed schedule. It is proposed that the share of debt service to
the IMF covered by IMF assistance declines over the period 2000-07 (Table 18).

71. According to present estimates, and consistent with the principle of proportional burden
sharing, IMF assistance under the enhanced framework would amount to the SDR equivalent of
US$19.9 million. The IMF contribution to the HIPC Initiative under the original and enhanced
framework will reduce Burkina Faso’s debt service to the IMF on average by about 49 percent in
the period 2001-05, for obligations outstanding at end-1999. Other multilaterals will provide
assistance along the modalities described in para. 67.

72. Bilateral assistance. Participation of all bilateral creditors is essential to provide

full relief to Burkina Faso and to secure equitable burden sharing. The Paris Club has stated its
intentions to meet expeditiously to discuss the further topping up of assistance. The authorities
will contact all other creditors in order to secure participation in needed debt relief.

C. Benefits of HIPC Assistance

73. As indicated by the above analysis, Burkina Faso’s external debt and debt service
burden will be substantially reduced with the delivery of assistance under the original
HIPC Initiative and with the delivery of enhanced assistance. With the delivery of original
and enhanced assistance, the NPV of debt-to-exports ratio will decline from 279 percent in 1999
to 158 percent in 2005, and 136 percent in 2010 (Table 16). The NPV of debt-to-revenue will
decline steadily over the 2000-2010 period from 236 percent in 2000 to 134 percent in 2001 and
to 102 percent in 2010. The impact on the NPV of debt-to-exports ratio of the investment
program in 1999-2002, and the behavior over the medium term of the other debt indicators, are
discussed in Appendix III. The debt service would fall from a projected US$72.6 million on
average in 200005, before HIPC assistance, to US$35 million on average in 2000-05. Thus,
the aggregate assistance under the original and enhanced framework would relieve
Burkina Faso of about S0 percent of its debt service due in the coming years; this ratio
depends somewhat on the delivery profile. As a result of the aggregate assistance, the debt-
service ratio would decline from 18 percent in 1999 to 9 percent in 2001 and to 7 percent by
2010. The NPV of debt-to-GDP ratio will also decrease smoothly over the period. Figures 1 to 4
illustrate the overall assistance levels under the original and enhanced assistance, with the
contributions of the different groups of creditors. Figure 5 shows the NPV of debt-to-exports
ratio and the debt service ratio after the application of traditional debt relief and after HIPC
Initiative assistance 23

2 Several Paris Club creditors have already indicated their intention to go beyond the relief required under the
enhanced HIPC Initiative. Cancellation of the pre-cutoff-date ODA debt would provide additional relief of
about US$2 million in 1999 NPV terms and forgiveness of all pre-cutoff commercial debt would provide
additional assistance of about US$20 million
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74.  The fiscal burden of external debt would also fall markedly after the delivery of the
original and enhanced assistance. The ratio of debt service to revenue would fall from

14 percent in 1999 and 14.7 percent on average in 2000-05 to an average of 7 percent after
delivery of the aggregate assistance.

75.  Assistance under the HIPC Initiative will free budgetary resources for additional
development and social spending, thereby contributing to finance the additional priority

. programs outlined in the PRSP. As indicated in Table 7, health and education expenditure
would increase from 5.5 percent of GDP in 1999 to 6.1 percent of GDP on average in 200103,
and would rise as a share of total expenditure from 23 percent in 1999 to 28 percent in 2001-03.

VI. CONDITIONS FOR FLOATING COMPLETION POINT

76. The staffs of IDA and the IMF propose that Burkina Faso’s floating completion point
under the Enhanced HIPC Initiative be reached on the basis of:

(i) the maintenance of a stable macroeconomic environment, that will ensure a sustained
growth and a sustainable fiscal and external position, as evidenced by continued strong
performance under a program supported by an arrangement under the PRGF;

(ii) satisfactory assessment by the Fund and Bank staff of the authorities’ first annual
report on implementation of the PRSP; and

(iii) successful implementation of a set of reform measures that (a) are essential to
improve the efficiency of services in health and education, and improve key social
indicators, and (b) demonstrate a clear commitment to improve transparency and
governance. These measures are described in Box 10 below.

77. These measures were identified in discussions with the Burkinab¢ authorities. In staffs’
view, they reflect key issues in the medium-term program as described in the PRSP, and provide
a basis for assessing Burkina Faso’s progress in pursuing structural reforms and in implementing
its poverty reduction strategy. The government is committed to accelerating the pace of the
reform program and to fulfilling the agreed criteria by March 2001. The government also expects
completion point to follow immediately thereafter.

VII. CONCLUSION AND ISSUES FOR DISCUSSION

78.  Burkina Faso’s economic performance remains favorable, and implementation of social
and structural polices is taking place in a satisfactory manner. All multilateral and Paris Club
creditors have confirmed delivery of the amounts committed at the final decision point in 1997,
and strong efforts have been made by the authorities to reach agreement with other bilateral
creditors on comparable terms. Therefore, in the view of the staffs of the Fund and of IDA,
provided the Fund completes the first midterm review under the PRGF, Burkina Faso will have
met all the necessary conditions for reaching the completion point under the original HIPC
Initiative. As mentioned above, a reassessment of assistance is necessary as the originally
committed assistance is not sufficient to meet the NPV of debt-to-exports target range of 195
215 percent. The Paris Club has already indicated its willingness to provide its share of



-40 -

additional assistance under proportional burden sharing, consistent with a 205 percent target, and
similar commitments are being sought from multilateral creditors.

79. Against this background, Executive Directors may wish to consider the following
questions and issues:

e Completion point under original HIPC Initiative: Do Executive Directors agree (i) that
the original completion point has been reached; (ii) that the amount of assistance should be
increased to meet the original target for the net present value of debt-to-exports ratio of
205 percent; and (iii) that IDA and the Fund should disburse as soon as satisfactory
assurances have been obtained from all creditors?

e Eligibility and decision point under the enhanced HIPC Initiative: Staffs and
managements believe that Burkina Faso is eligible for relief under the enhanced HIPC
Initiative and recommend approval of a decision point based on the country’s track record in
social and structural reforms, the policy commitment presented in the PRSP document, and
the implementation of PRGF- and IDA- supported programs. Do Executive Directors agree?

e Debt sustainability target and assistance: Staffs and managements recommend that
creditors agree to provide additional relief of US$169.4 million in NPV terms, sufficient to
meet a target of NPV of debt of 150 percent of exports at the decision point under the
enhanced Initiative. Do Directors agree? The cost shares for the IMF and IDA are
US$19.9 million and US$71.0 million, respectively. In order to accelerate the provision of
debt relief, the staff and management recommend that IDA and the IMF provide interim
assistance in line with the guidelines.24 Do Directors agree with the staffs’ recommendations
of providing interim assistance between the decision and the floating completion point in line
with the guidelines?

¢ Floating completion point under the enhanced HIPC Initiative: In line with the
objectives of the enhanced HIPC Initiative, the staffs and managements recommend that
Burkina Faso’s floating completion point under the enhanced Initiative be triggered by the
satisfactory implementation of a set of reform measures in the social sectors, and the
achievement of social sector objectives as described in Box 10, provided a stable
macroeconomic framework is maintained, as evidenced by performance supported under the
second annual program under the PRGF. Do Directors agree that conditions described in
Box 10 are appropriate triggers for Burkina Faso floating completion point under the
enhanced HIPC Initiative?

#* IDA/R200-4 (1/10/2000) entitled “Heavily Indebted poor Countries (HIPC) Initiative: Note on Modalities for
Implementing HIPC Debt Relief under the Enhanced Framework”
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B. Health

: Implemem vaccine coverage program, to achxeve mcrease in \accmatlon ratos for DP’B from

'Boxﬁ m; Policy Refch;is for the ﬂéatigg témpieﬁbh-roint'

A Education

~ Adoptan action plan to recruit additional teachcrs on tcrms and condxtions in conformtty thh the

+1998 civil servtce reform (Law on the Reform of the State).

1 . me ct‘op plan to be adoptcd by March 31, 4001 and endorsed by tne Cabmet wxll focus on budoetarv'
and organizational implications of the 1998 law in the education sector ( mcludmg the distribution of
responsibilities between the' State and the regions; funding of regions. prownces, and cities: and tbe.

_assessment’ of manaaemont capacity at decentrah7ed -evels )

2. The policy statemem issued by the Government by March 31 ,2001 with the action plan wxll (‘ 3% abohsn

the existing automatic link berween admxss;ons in Teachexs Training Colleves and civil service . .
employment, beomnmv with new trainees admitted in September-2001; (i) snecx‘y that the gov emmem o
will establish a new category of teachers that will be hired at the decentralized level, with a statute similar -

- 1o that for community schools, which wili be: appropnate v formalized; (iii) indicate that the govemment
. will expand the commun ity school proaram so that most of the new teacbcrs will be hired at this level.

“Increase efficiency of | pnmarv schools by dev**lopmﬁ and i mtroaucmg aplasito consol.date promonovxs

‘and limitg grade repetition, and undertake related pedagogical measures. The plan to be endorsed bv the’
,Cabmet should. bc 1mpiemented siarting in the ’000-01 school vear.

42 'parcent of children aged 12-24 months in December 1999 to 50 percent in December 2000, with an
effort to raise rates for the rural areas. Performance wouid be monitored by mest"y of Health through its

routine reviews of £ CSPS statistics on vaccination coverage. On the basis of these statistics, MOH would

subrmt to the Bank a consolidated reportion vaccmanon ra'es achleved clurm<7 CY?.OOO whxc'x would have 3

' been audited and validated by INSD. .

' ‘lmpiement plan for meeting minimum staff‘ma norms-as det’ ned by the M:mstry of Healtb and

_decentralization of health sector budgetary posts to the regions, with' atarget of increasing the

- proporzion of health ceaters meeting those noms from 60 percent in 1999 10 65 percent by end—2000A
- .CSPS s*afnno would oe monitored by MOH thfou,h its routine supennsmns and repomng on CSPS On

normis’ achzewd dutmo CY"OOO whlch wou 1d have been audx‘ed and val xdafed by INSD..

Maintain mcsdencc of insufficient stock (rate of ruptures in stock of 45 essentm! genenc drugs in the &

" national drug company CAMEG) to less than 8 percent for year 2000. Achievement of this target -
“would be verifi ed through an mcependem at.dxt of CA Mz:G records. on aruo s;ocks, to be .,amed out by

“March 31, 2001.

Adopt a pian of action with monitorable mdxcators that mll def' ne howand when publxc resources,
including those from development partners, will. be channeled directly to the health districts to . -

- support decentralized management and im plementanon of their annual plaps. This:action plan will be

adoptcd by:the Counc;l of \«{m:s;er by December 7000 arxd 1mp‘emcnted starting in Januarv 7001

. Govemance

Compiete and send the vear-end budget exccution report for 1998 budget ‘(in’cl-ud‘in&th‘re'e-&é;ir ’
history) (ois de réglement) o the S“o"eme Audit Court {Cour des Comptes) by \/Iarch 2001,

. Disseminate the recently adopted natzonal plan for good oovernance incl udmo dxssemmanon by

March 31,2001, 1o all de'TlCt au;hormes and 0r°amzatzon of workshops with local authont‘es ‘and clvxl

U society.
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Table 5 Burkina Faso: Selected Economic and Financial Indicators, 1996-2002

1996 1997 1998 1999 2000 2001 2002
Est Prog Est Prog Est Orig Rev Proj Proj
Prog Prog
{Annual percentage changes, unfess otherwise specificd)

GDP and prices
GDP at constant prices 60 48 62 62 53 58 s7 57 66 66
GDP deflator 42 22 20 32 17 -14 I 20 23 21
Consumer prices {annual average) 61 23 25 50 23 -1l 15 15 20 20
Consumer prices (ead of period) 69 01 25 10 23 07 15 15 20 20

Money and credit
Net domestic assets {(banking system) 1/ 35 208 51 79 74 91 34 54
Credit to the government 1/ 38 84 -1 09 12 35 09 22
Credit 1o the private sector 1/ 1o 166 71 30 69 21 25 32
Broad money (M2) 82 142 104 17 39 65 61 63
Velocity (GDP/M2) 40 38 37 40 42 40 42 40

External sector
Exports (f o b ; valued in CFA francs) 07 i23 314 425 -131 -178 257 29 151 87
Imports (f o b ; valued in CFA francs) 189 34 102 287 10 -5 76 31 31 45
Volume of exports 31 84 373 493 82 <124 60 0¢ g 63
Volume of imports 135 -14 166 358 46 -64 48 56 30 50
Terms of trade -68 06 P9 31 -106 -108 04 -57 37 27
Real effective exchange rate (depreciation -) 30 -28 44 05 20

(In percent of GDP, unless otherwisc specified)

Gross investment 268 273 255 296 272 278 271 286 279 273
Government 120 39 125 136 132 159 133 143 137 130
Private sector 147 135 29 160 140 1o 138 143 142 143

Gross domestic savings 91 1o 1n2 127 104 S8 118 17 130 134
Government savings 59 72 58 71 68 72 62 67 72 76
Private savings 32 36 54 56 33 25 56 50 58 58

Gross national savings 168 172 158 196 149 152 170 184 192 194

Central government finances
Revenue 2/ 123 131 130 131 143 150 137 144 145 148
Domestic primary expenditure and net lending 3/ 107 19 122 126 141 147 139 139 138 136
Overall fiscal batance, excluding grants -90 -102 -101 98 -100 -123 -104 -1to 97 -85
Overall fiscal balance, including grants 4/ 06 32 -38 29 46 -34 -5 -30 -29 22
Primary balance (deficit -) 5/ 17 Pl 08 05 a2 03 -02 04 a8 12
Current primary balance 5/ 30 40 35 36 42 45 39 43 49 52

External scctor
Exponts of goods and nonfactor services 109 1m2 16t 40 s 1t 3 110 109 14 13
Imports of goods and nonfactor services 286 277 304 309 286 294 283 278 263 252
Cutient account balance (excluding current official transfers) -147 -139 -109 -14 5 -150 -16 0 -128 -144 2123 -1z
Current account balance (including cutsent official transfers) 4/ 99 -102 97 -1¢0 -124 -126 -101 -102 -88 -79

Debt Indicators {(befare HIPC Initiative)

Debt-service ratio 6/ 217 242 126 I66 205 233 172 271 203 198
Debt-service ratio 7/ 191 208 155 1738 165 175 163 205 159 i51
Net official reserves (in months of imports) 107 106 98 83 85 83 83 95 97 98
Nominal stock of public debt (in US $ miliions) 8/ 1,2876 13588 13893 14220 1,5363  1,5473  1,5725 1643 | 1,750 0 1,850 6
Nominal stock of public debt in percent of GDP 8/ 508 569 537 5417 580 599 582 621 597 570
Net present value of public external debt (in USS millions) 8/ 681 § 7213 8344 8599 898 3 943 7 9790
Net present value of public external debt-to~export ratio 9/ 247 255 222 276 287 279 277 285 310 297
Nominat GDP (in billions of CFA francs) 1,298 1,515 1,522 1,629 1,589 1,748 1,713 1,869 2,035

1,390

Sources: Burkinabé authorities; and staff estimates and projections

1/ In percent of beginning-of-period broad money

2/ From 1999 on, revenue includes taxes paid by cantractors on foreign-financed public investments using checks issued by the treasury,

for an amount equivalent 10 about | § percent of GDP

3/ Current and capital expenditure excluding interest and foreign financed investment
4/ For the projection years 1999-2002, the giants expected to cover the financing gap are not included

5/ Commitment basis, excluding grants and foreign-financed projects

6/ In percent of exports of goods and nonfactor services

7/ Ratio of public external debt service to government revenue, excluding granls

8/ Assumes applicalion of traditional debt relief mechanisms at end-1998
9/ Ratio of debt to three-year average of exports of goods and services
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Table 6 Burkina Faso: Consolidated Operations of the Central Government, 1998-2002

1998 1999 2000 2001 2002
Prog. Est.  Prog. Est Prog. Rev.Prog, Proj. Proj

(In billions of CFA. francs)

Total revenus 1/ 1976 199 4 2331 2381 2401 2463 M6 3017
Current revenue 1973 1992 2328 2380 2397 2460 2713 3014
Tax revenue 1809 18315 2161 2222 2231 2274 2518 2802
Income and profits 461 435 489 537 523 580 622 739
Domeatic goods and sesvices 770 820 1040 1030 1160 110z 1245 1356
Internationsl trade 515 522 565 602 477 532 579 628
Other 63 59 67 53 72 60 73 79
Nontax revenue 16 4 156 167 158 166 187 195 212
Capital revenue 02 02 03 01 03 02 02 02
Expenditure and net lending 2/ 3539 3479 396 1 4337 4217 434 4 4530 4750
Domestic expenditure and net lending 1983 2051 2440 2469 2582 2542 M6 2936
Excluding interest 1854 1923 2294 2332 2429 2389 2570 2776
Of which: health and primary edugation 3/ 437 437 510 552 648 560 608 660
military expenditure 3 233 229 257 251 290 304
‘Wages and salaries n7 720 795 826 85 B6S 885 938
Goods and services 341 46 391 376 435 413 437 489
Interest paymenta 130 127 46 137 163 153 155 160
Of which: external 94 95 105 104 16 107 11 118
Current transfers 405 387 473 454 481 461 500 550
Budgetary contribution to investment 411 476 644 673 02 671 772 823
Of which: tax component %4 244 262 257 273 297
Net lending 4/ <20 -06 09 03 -24 20 -23 25
Primary balance (excluding foreign-financed
investment and restructuring operations) 122 70 37 49 28 74 145 241
Primary current balance (excluding
i trnent and restr ing operations) 533 546 681 722 674 74 4 918 106 4
F gn-fi d government & 1489 140 4 151 1853 1620 1789 1785 1814
Restrocturing operations 67 24 10 14 0s 22 20 00
Overall surplus/deficit 4/ i -156 4 -148 5 -163 0 -1956 -181 6 -1881 -1815 -1734
Chenge in payments arears EN 55 63 -83 29 20 090 00
Domestic -5 55 -63 -83 20 <20 00 bo
External 00 00 0g [\ 00 00 00 00
Expenditures committed but not paid 5/ 00 00 00 -10 00 25 00 00
Grants 987 1037 881 1411 920 136 7 1271 1289
Project 987 841 81 1174 920 1100 1071 1089
Program 196 BT 267 200 200
Overall deficit afler grants (cash basis) -611 -503 813 638 916 -559 -544 445
Financing 611 503 B3 638 916 559 544 445
Foreign 415 496 432 578 536 505 529 52q
Drawings 621 696 630 840 700 780 714 726
Of which: adjustment aid 120 133 a0 161 00 100 00 00
Amortization -206 200 -198 262 -16 4 =275 -183 206
Domestic 13 <21 14 R 11 10 45 -105
Bank -20 67 54 116 37 78 -41 =52
Central bank 13 -58 99 137 87 107 08 -33
Comumercial banks -33 09 ~45 <21 <50 -29 <33 -9
Nonbank =27 -19 70 <135 -46 ~78 -74 =53
Privatization revenug 61 635 30 37 20 10 70 oo
Debt under discussion 6/ [ 28 24 42 oo 44 00 00
Exceptional financing 00 090 00 0o 0o 00 00 00
Financing gap 183 00 342 oo 359 00 60 3o
Memorandum items: (In percentage of GDP, unless otherwise indicated)
Revenue 30 131 U3 150 137 144 45 148
Cuwrent expenditure 105 104 111 13 109 10 106 s
Current primary sxpenditure 97 95 62 104 100 101 98 27
Capital expenditure (excluding restructuring operations) 125 123 132 159 133 143 137 130
Of whiok: foreign financed 98 92 93 117 93 104 95 89
Overall surplus/deficit (excluding grants) 2/ -103 93 =160 -123 -104 -no 917 -85
Overall surplus/deficit (including grants) 2/ 38 29 46 s34 -51 -30 28 <22
Primary balance 08 [0} 02 03 02 04 'R} k2
Primary current balance 1/ 35 36 42 45 39 43 49 52
Domeslically financed social expenditure 3/ 29 29 32 35 37 33 33 32
Total social expenditure 7/ 42 55 50 45 50
GDP (in billions of CFA francs) 1,515 1,522 1,629 1,589 1,743 L3 1,869 2,035

Sources: Burkinabé authorites; and staff sstimates and projections
1/ Since 1999, revenue includes taxes on goods and services paid in the exscution of public investment projects
using checks issued by. the treasury
24 0na i basis, excluding grants and including, since 1999, the tax component of the public investment projects, which is peid by the treasury
3/ Primary domestic expenditure on health and educsati luding foreign fi d investmient and tax component and before additional resources from HIPC Initiativ
4/ Excluding proceeds from privatization (-)
5/ Float during the year Decline of stock of expenditure committed but not paid : (-).
6/ Contentious debt in negotiation with non-Paris Club creditors
7/ Domestically and foreign financed expenditure on health and education before additional resources from HIPC Initiative
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Table 7: Medium-term Framework for Social Expendilure Before and After HIPC Initiative

1998 1999 2000 2001 2002 2003

Total expenditure on health and education before HIPC Initiative 1/ 646 867 851 8486 1011 1091

of which Health 2/ 308 430 427 421 470 524

of which . Primary Education 2/ 341 437 424 425 541 567

Domestically financed expenditure on heatth and education 3/ 437 552 560 608 66 0 716

Additional priority social expenditure, after HIPC Initiative 145 318 332 322

Health 50 19 130 1186

of which  Strengthening of existing health care systems 14 38 39 26

of which  Recruitment and training 02 10 13 15

of which Development of community heslth services 05 31 40 37

of which: Program against HIV 12 12 12 13

Education 83 125 129 133

of which  Construction of rural schools and housing for teachers 27 58 59 62

of which  Building of wells and food services at schools 17 36 37 38

of which  Basic litteracy program 02 02 02 02

Rural development and water supply 32 74 73 73

Financing of additional priority social expenditure 145 318 332 322

Resources expected from the HIPC Initiative 119 251 256 259

Additional resources to be found 28 67 76 63

Total social expenditure after HIPC Initiative, including additional priority expenditure 1/ 98 6 116 4 1343 1413

of which Health 477 540 600 640

of whick: Primary Education 487 550 670 700

As a percentage of GDP

Total social expenditure, before HIPC initiative 42 55 50 45 50 49

of which  Health 20 27 25 23 23 24

of which:  Primary Education 22 28 25 23 27 26

Total social expenditure, including additional priority expenditure 56 58 62 61

of which Health 28 29 29 29

of which: Primary Education 28 29 33 32

As a percentage of total expenditure 4/ 5/

Total social expendilure, before HIPC Initiative 206 232 224 216 47 251

of which  Health 97 15 112 108 115 120

of which: Primary Education 74 17 112 109 132 130

Total social expenditure, including additional priority expenditure 24 4 258 287 287

of which: Health 121 128 136 137

of which: Primary Education 123 130 151 150
Memorandum items

Nominal GDP 1522 1589 1713 1869 2035 2213

Total expenditure and net lending before HIPC Initiative 3479 4337 434 4 4530 4750 5030

Total expenditure and net lending before HIPC Initiative, excluding unallocated expenditure 3141 3731 3801 3907 408 2 4349

Total expenditure and net lending after HIPC Initiative, excluding unatlocated expenditure 3946 4225 442 4 467 1

1/ Domestically and foreign financed expenditure on health and education
/ Expenditutes include the portions of the wage bill of autonomous public entities such as hospitals paid by the treasury
3/ Current expenditure, exchuding the portions of the wage bill of autonomous public entities paid by the treasury, and
the domestic contibution to investment
4¢ Total expenditures include the tax component of the public investment projects which is paid by the treasury
5/ As a percentage of total expenditure, excluding expenditure unallocated by ministry such as expenditure for water and efectricity
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Tabie 8. Burkina Faso: Main Assumptions on the Macroeconomic Framework, 1999-2018

{in percent of GDP; unless otherwise indicated)

2000- 2009~
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2015 2018 2008 20018
Est. Projected Average
Economic growth

Real GDP (percentage change) 58 57 6.6 6.6 6.0 58 58 58 58 58 58 58 5.8 58 6.0 58
Real GDP per capita growth (percentage change) 27 26 35 3.6 3.1 31 3.0 3.2 3.2 3.2 3.3 33 3.2 3.2 32 32

Balance of Payments
Exports of goods and services 1/ 113 109 13 1.2 118 121 12.8 129 13.0 129 129 128 125 122 121 126
Imports of goods and services 1/ 294 27.8 26.1 249 248 245 24.2 239 236 23.2 2289 229 22.1 218 248 223
Current account, excluding grants -16.0 -14.4 -12.3 -11.2 -104 -8.5 -84 -7.8 -73 6.9 -6.5 6.4 -5.5 53 -9.8 58
Cument account, including grants -126 -10.2 -88 -7.9 -74 -6.9 -6.1 -57 -53 -5.0 -4.8 -4.7 4.3 43 -7.0 4.4
Gross official reserves (in months of imports) 2/ 83 9.5 97 9.8 94 9.3 93 9.4 96 97 10.0 100 97 8.9 9.5 98
Export volume growth (percentage change) 3/ -12.40 -0.04 11.82 6.34 11.05 8.09 10.18 6.78 6.62 4.91 5.26 5.40 481 4.85 13 50
import volume growth (percentage change) 3/ -6.42 -5.63 3.94 5.05 6.64 5,52 5.65 5.67 543 5.60 576 6.80 6.43 6.51 42 6.4
Terms of trade (percentage change) -10.83 573 373 2.74 222 211 3.06 1.10 1.10 1.10 1.10 110 1.09 1.09 13 11

Sources: Burkina Faso authorites; and staff estimates and projections.

1/ Exports (imports) of goods and nonfactor services as defined i IMF, Balance of Payments Manual (5th ed.), 1993,
2/ Imporis of goods and norfactor services.
3/ Merchandise exports (imports).



Table 9. Burkina Faso: Balance of Payments, 1996-2018

1996 1997 1998 1999 2000 2001 2002 2003 2004 2008 2006 2007 2008 2009 2010 2013 2012
Prog. Est__Rev.Proy. 1/
(In billions of CFA francs)

Exports, fo.b. 115.0 133.7 1904 156,2 156.6 161.2 185.5 2017 2327 2607 301.0 3297 360.6 3880 415.0 453.1 658.5 819.8
Qf which: cotton 49.6 74.6 1209 912 83.6 784 913 101.3 1142 1293 149.9 1830 177.3 192.8 2096 2280 3457 440.8
gold 9.0 9.0 95 8.1 2.2 97 163 164 269 332 5.6 532 61.2 63.9 68.0 709 87.8 998

Imports, f.0.b. -283.0 -297.7 -3742 -355.1 -368.7 -380.0 -391.9 -409.6 -443.9 -475.6 -510.8 -5476 -585.9 -627.8 -673.7 -730.2  -1,0669 -13484
Of which: capital goods -86.8 -90.4 -114.5 -125.4 -135.8 -1311 -132.2 -135.1 ~144.8 -149.3 ~154.2 -1593 -166.6 -174.6 -183.2 ~192.6 ~2528 -302.%
Trade balance -168.9 -164.0 -1838 =202 -212.0 ~2188 -206.4 2079 <2112 -214.9 2053 <218.0 -2253 -239.7 -254.7 -277.1 -408.4 -528.6
Services and income (net) -647 <729 -80.5 -80.4 -83.3 <76.5 -79.3 -82.4 -88.8 -93.7 -98.9 <1044 -110.0 -116.2 -1206 -129.2 -178.9 -219.7
Services -60.7 -65.1 =735 -76.2 -75.5 <70.6 -72.1 -75.3 -804 -85.0 -90.0 <952 -100.4 -106.0 -1122 -1204 -1673 -205.6
Income 40 -78 -10 -4.2 <78 -6.0 <73 <71 -84 -87 -89y 92 9.7 -102 -84 -89 -1 -14.2
Of which: interest payments -10.7 -113 -10.2 -11.9 -11.4 -13.0 -13.4 -13.6 -140 -145 -15.0 -15.7 -164 -17.2 -18.1 -19.2 -25.5 -30.8

Of which: budget -113 -10.2 -10.6 -10.4 -10.7 -1 118 22 -128 -i3.3 -14.0 -14.8 -15.5 -16.6 -18.1 <247 -30.2
Current transfers (net) 1049 95.6 1115 81.9 95.0 121.0 1219 129.8 1365 143.9 1482 1607 173.2 186.8 201.7 2179 3263 417.4
Puvate 30 434 439 350 410 49.1 55.9 63.1 no 796 89.1 99.6 11Lt 1237 137.5 1526 253.1 3393
Qf which: workers' remittances (gross) 564 511 54.4 s5Lo 51.0 54.1 593 64.9 70.9 775 848 927 101.4 1109 1213 1326 2076 2717
Official 61.9 522 676 429 54.0 e 66.0 66.7 65.5 643 59.1 61.1 62.] 63.1 64.2 653 732 78.1
Of which: budgetary 273 16.8 19.6 0.0 237 267 20.0 200 18.0 16.0 10.0 100 10.0 100 10.0 100 10.0 10.0
Current account (deficit=-) 21287 -1414 -1528  -2014 2004 -1743  -163.8  -160.5  -163.5  -1646  -1605  -I61.7 1622  -169.1 <1736  -1884 2611 <3309
Excluding current official transfers «190.6 -1936 -220.4 -2443 -2544 -246.2 -229.8 22273 -229.0 -228.9 2196 -222.8 -2243 -2322 -2378 -253.7 -3342 ~409.0
Capital transfers 815 916 89.5 868 1228 1154 1125 142 1223 125.6 12900 1327 (384 1445 1511 1583 2049 2436
Project grants 818 811 84.1 88.1 117.4 110.0 107.1 108.9 1167 119.6 1228 1362 1315 1373 143.6 150.4 1943 2319
Orther capia! ansfers 56 10.5 5.4 -3 54 5.4 54 54 5.6 5.9 6.2 6.5 6.9 72 7.6 79 10.1 11.7
Finangral operanons 414 285 383 64.8 64.7 58.0 626 63.3 69.5 77 74.6 77 81.5 845 88.6 88.8 i13.5 136.6
Official capital 330 219 46.1 397 569 47.0 50.6 50.0 549 56.7 570 583 60.3 613 63.2 61.0 703 80.4
Disbursements 515 473 69.6 63.0 84.0 78.0 7.4 72.6 778 79.8 819 841 877 SLs 95.7 100.3 129.9 154.6
Project loans 433 473 563 63.0 679 68.0 7.4 726 778 8 819 84.1 87.7 915 957 1003 1299 1346
Program loans 44 0.0 133 00 16.1 10.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Amortization -195 -25.4 -23.5 -233 <270 -3te <208 228 <229 234 ~249 <258 -27.4 -30.2 -325 -39.2 -59.6 -74.1
Of which; budget -170 -21.9 -20.0 -19.8 -26.3 275 <185 -20.6 <211 214 <232 -24.1 -25.7 -28.5 -31.0 -38.) -58.8 -73.5
Povate capital 2/ 84 66 -78 251 18 (Lo 120 133 1486 160 176 193 212 312 25.4 278 43.2 56.1
Errors and orussions <20 -1.7 26 0.0 -0.7 0.0 0.0 0.0 [£X4] 0.0 0.0 00 00 [X] (111} Q.0 Q.0 aQ
Overall balance -8 -23.0 -22.4 -49.8 -13.5 -09 1.2 170 284 336 43,1 486 57.6 598 66.1 588 574 493
Financing 18 3.0 22.4 49.8 13.5 0.8 -2 -17.0 -28.4 336 431 486 -57.6 -599 -66.1 -588 -574 -493
Net foregn agsets 0.7 202 196 13.2 94 =35 -17.2 -20.0 -284 -33.6 -43.1 -48.6 «57.6 -59.9 -66.1 -58.8 -57.4 -49.3
Net official reserves -1.2 <29 129 52 200 =35 -17.2 -20.0 -284 -33.6 431 -48.6 576 -59.9 -66.1 -58.8 -57.4 -49.3
Gross official reserves -5.7 -125 4.1 -1.6 13.0 -6.8 -18.2 2203 -173 =219 -324 <388 470 -50.1 -58.7 -56.3 -574 -49.3
IMF (net) 4.5 9.6 88 6.9 10 33 2.9 Q3 -t -118 -10.7 -93 -10.6 $7 -14 2.4 0.0 0.0

Use of resources 4.9 106 05 0.1 103 2.9 9.9 98 0.0 0.0 0.0 0.0 . 0.0 0.0 0.0 0.0 0.0 0.0
Repayments -0.5 -1.0 -1.7 -3.2 233 6.6 -89 95 -11.0 -8 -10.7 93 -10.6 57 -14 2.4 0.0 0.0

Net foreign assets, commercial banks 19 231 6.7 8.0 -10.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Change m arvears (reduction=-) 0.0 0.0 0.0 0.0 00 0.0 0.0 a0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00 00 LX)
Debi relief 11 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 2.0 0.0 0.0 0.0 0.0 [¢X4] 0.0
Debt under discussion 3/ 0.0 28 28 24 42 4.4 ¢o0 0.0 0.0 0.0 0.0 00 00 0.0 0.0 [ 00 0.0
Financing gap 0.0 00 0.0 342 0.0 0.0 6.0 30 0.0 G0 Do 0.0 0.0 0.0 0.0 00 0.0 0.0

Memorandurm items: (In percent of GDP. unless atherw:se indicated)

Cotton export volume (thousand metnc tons) 90.0 894 1388 1184 1147 1150 125.7 1321 139.4 148.2 157.5 1674 178.0 189.2 2011 2137 2893 3446
Current account (defici= -} 99 -102 -100 -124 126 -10.2 28 139 -14 6.9 4.1 -5.7 -53 -5.0 48 -47 -4.3 43
Excluding current official transfers -147 -139 -145 -15.0 -16.0 -144 -12.3 -11.2 -10.4 9.5 24 -78 =73 6.9 6.5 6.4 =55 =53
Overall balance (deficit= -} -0.1 <17 -1.5 <31 09 0.1 0o 0.8 i3 14 L7 L7 L9 18 1.8 15 i0 0.6
Gross intemational reserves (in billions of CFA francsy  296.5 3067 3073 300.8 3008 3555 373.7 394.0 4113 4332 465.6 5044 5514 601.6 660.2 7165 1,0213 1,178.7
In months of imported goods, c.1.f. 107 1046 390 373 177 88 8.6 24 3.2 8.0 8.1 32 33 84 85 8.6 83 89
Total govemment mvestment 120 132 136 132 159 143 137 130 130 13.0 13.0 120 120 12.0 1.0 110 9.5 2.5
Foreign-financed investment 96 92 9.2 93 1.7 104 9 8.9 88 83 78 74 7.1 %3 66 6.3 5.4 5.0
*Project loans 33 34 3.7 39 43 4.0 38 36 35 33 31 3.0 28 27 26 25 22 20
Project grants [ %] 58 58S 54 14 o4 57 53 53 5.0 4.7 4.4 43 4.1 39 38 32 30
GDP at current prices (in billions of CFA francs) 1,298 1.390 1.522 1.629 1,589 1,713 1,862 2,035 2213 2401 2,610 2,839 3.087 3.356 3648 3,966 6,027 7.747

Sources: Central Bank of West African States (BCEAQ), and staff esnmates and projections.

1/ Assumes that at end-2000 the non-Pans Club creditors who have not vet granted debt relief on Naples terms will grant such relief.
2/ Includes portfolio investment and foresgn direct invesunent.
3/ Contentious debt 1n negotiation with nan-Pans Club creditors.
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Table 10. Burkina Faso: Alternauve Scenanio for the DSA Analysis, 2001-18

2001- 2010-
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2015 2018 2009 2018
Average
(In billions of CFA francs. unless specified otherwise}
Baseline seenang

Cotton exports 91.3 1013 1142 1293 149.9 163.0 1773 192.8 209.6 2280 3457 4408 147.6 3250
Cotion growth 1 value (percentage change) 164 109 128 13.2 16.0 8.7 8.7 87 8.7 8.7 84 8.4 1.6 86
Cotton export volume 125.7 1321 139.4 148.2 157.5 167.4 178.0 189.2 201.1 213.7 2893 344.6 159.8 2753
Cotton growth m volume (percentage change) 9.3 5.1 55 6.3 6.3 6.3 6.3 6.3 6.3 6.3 6.0 6.0 6.4 6.2
Gold exports 16.3 16.4 269 332 456 53.2 61.2 63.9 68.0 709 8738 99.8 427 84.6
Volume of gold exports (in metnc tons) 30 30 4.8 5.8 78 88 9.8 9.9 102 103 108 11.2 7.0 10.7
Exports 1/ 1855 2007 2327 260.7 3010 329.7 3606 3880 4(90 4531 658.5 §19.8 297.6 622.2
Export growth in value (percentage change) 1/ 15.1 87 154 121 15.4 9.5 9.4 76 8.0 8.1 15 7.6 11.2 17
Impons 1/ -3919 -40%.6 -443.9 -475.6 -510.8 -547.6 -585.9 -627.8 -673.7 -730.2  -1,0669 -1,3484 -518.5  -1,009.0
Import growth i value (percentage change) 1/ 3.1 4.5 8.4 71 74 72 70 12 73 84 80 8.1 6.6 80
Accumnulanon of reserves 172 20.0 284 33.6 43.1 48.6 57.6 59.9 66.1 588 574 493 41.6 58.4
Gross official reserves (in months of imports) 2/ 9.7 98 9.4 93 23 9.4 9.6 9.7 10.0 10.0 97 89 9.6 9.7
Current account deficit including grants (in percent of GDP) 8.8 -79 7.4 6.9 6.1 57 =53 -5.0 -4.8 -47 -43 -43 -6.4 4.4
Current account deficit excluding grants (in percent of GDF) -123 -11.2 -10.4 9.5 -84 -78 73 69 6.5 6.4 =55 -5.3 -89 =57
Financing gap 6.0 30 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00 0.0 1.0 0.0

Alternative scenaro
Cotton exports 84.9 90.0 96.3 1033 1.5 118.6 126.2 1343 142.8 151.9 2054 249.1 112.0 196.1
Catton growth 1n value (percentage change) 82 60 79 72 8.0 6.4 6.4 6.4 6.4 64 6.6 63 69 6.4
Cotton export volume (in thousands of metn¢ tons) 1203 123.7 127.5 1319 136.0 1423 148.8 155.7 162.8 170.3 2119 2433 138.8 2044
Cotton growth in volume (percentage change) a7 28 3.0 35 32 46 4.6 46 46 45 47 48 3.9 46
Gold exports 13.6 16.4 19.6 229 28.1 351 437 516 533 62.0 368 95.7 316 81.3
Volume of gold exports (in metmic tons) 2.5 30 3.5 40 48 5.8 70 8.0 8.0 9.0 107 107 52 103
Exports 1/ 176.4 150.4 2074 2244 2450 267.1 2920 3173 337.6 368.1 5172 624.0 150.8 490.0
Expost growth 1n value {percentage change) 1/ S.4 19 9.0 82 9.2 9.0 @3 8.7 6.4 21 67 2 8.6 7.1
Imports 1/ -391.9 -409.6 -430.6 -461.3 -495.5 -531.2 -568.3 -608.9 -653.5 -703.9 9709  -1,1731 -505.6 <9219
Import growth 1n value (percentage change) 1/ 31 a5 5.1 7.1 74 72 70 7.2 73 77 69 8.1 6.2 6.7
Accumutation of reserves 3.1 8.7 164 116 1.3 11.5 15.6 17.9 1438 10.1 221 338 12.9 23.4
Gross offieral reserves (in months of imports) 2/ 9.5 93 87 8.1 7.6 7.1 6.7 64 6.1 5.7 47 46 17 49
Cutrent account deficit including grants (in percent of GDP) -9.3 -8.6 -8.1 -8.0 -8.0 <17 272 -6.9 6.8 -6.6 -55 -4.9 -79 -5.7
Current account deficit excluding grants (in percent of GDP) -12.9 <119 -11.2 -108 -10.4 9.9 9.4 -89 -8.7 -84 -6.8 -6.0 -10.4 -7.1
Financing gap 6.0 3.0 0.0 0.0 9.0 9.0 9.0 10.0 10.0 10.0 100 100 6.2 10.0

Sources: Staff projections.

1/ Merchandise exports (imports).
2/ Imports of goods and nonfactor sennces.



Table 11. Burkina Faso HIPC Initiative: Alternative Assistance Levels Under a Proportional
Burden-Sharing Approach 1/

Assuming a Decision pomnt in 2000

‘Yotal Assistance under the Required NPV gebt reduction
NPV of debt- NPV of debt-to-exports critena 2/ on bilateral debt based on
to-exports-target Total Bilateral 3/ Multilateral overall exposure
(in percent) (In millions of U.S. dollars)
Under enhanced HIPC [mtiative: 150 398 56 342
Under onginal HIPC Intiative: 205 229 32 196
Common Reduction Factor at deciston point 4/ 46.3
Under enhanced HIPC (ninative 4/ 19.7
Under ongmal HIPC [nihative 4/ 266
Memorandum items:
Before HIPC assistance:
NPV of debt 5/ 860 121 739
3-yearaverage of exports 308
Current-year exports 292
NPV of debt-to-gxports 6/ 279
Paris Club Creditors: 47 82%
of which pre-cod non-ODA 28 92%
Non-Pans Club Creditors 74 82%
of which pre-cod non-QDA 22 118%
After HIPC assistance:
Target NPV 462 65 397

Sources: Burkinabe authorities and staff estimates and projections.

1/ The proportional burden shaning approach 1s described in "HIPC Imiative--Estimated Costs and Burden Sharing Approaches" (EBS/97/127, 7/7/97 and IDA/SEC M 97-306, 7/7/97).

2/ Applies a hypothetical stock-of-debt operation on Naples terms for other ofticial bilateral creditors at and-December [999.

3/ Includes only official bilateral creditors as no commercial debt remains.

4/ Each multilaterals' NPV reduction at the decision pomt in percent of its exposure at the decision pont.

5/ Based on latest data available at the decision point after full application of traditional debt relief mechanisms.

6/ Uses the latest annual data at the decision pont on the three-year average of exports of goods and nonfactor services. GDP and central government revenues, all centered on the previous year.
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Table 12. Burkina Faso: External Public and Publicly-Guaranteed Debt

(Assistance under the Original HIPC Initiative)
(In millions of US dollars; unless otherwise indicated)

End-1996 1/ End-1999 2/ Orniginal HIPC Assistance

of which:
Assistance Topping-Up from
Share of total Total Projected at Decision Pomnt
NPV multilateral NPV Share of total debt Assistance 2/ Decision Pomt 3/ Document 4/
Multilateral creditors 550.3 100.0% 7385 85.9% 1964 94.2 1022
IDA 2544 46.2% 3555 41.3% 90.8 435 473
IMF 60.8 11.0% 96.0 11.2% 21.7 10.4 11.3
AfDB 21.6 3.9% 10.7 1.2% 7.7 3.7 4.0
AfDF 92.2 16.8% 129.9 15.1% 329 15.8 17.1
BADEA 247 4.5% 293 3.4% 8.8 4.2 46
BOAD 141 2.6% 14.3 1.7% 5.0 2.4 2.6
ECOWAS 11.9 2.2% 62 0.7% 42 2.0 22
EU 22.3 4.0% 353 4.1% 7.9 3.8 4.1
FEGECE 0.2 0.0% 0.1 0.0% 0.1 0.0 0.0
IFAD 10.4 1.9% 14.0 1.6% 3.7 1.8 1.9
IsDB 26.1 4.7% 290 3.4% 9.3 4.5 48
OPEC Fund 11.6 2.1% 18.2 2.1% 4.1 2.0 2.2
Bilateral creditors * 1332 121.3 14.1% 323 21.0 11.2
Total 683.5 859.9 228.6 115.2 113.4

Sources: Burkinabe authortties: and staff estimates.

1/ Muttilateral burden sharing for the onginal HIPC Initiative 1s based on relative exposure at the first decision pont and 1s calculated 1n end-1996 NPV terms.
2/ After application of traditional debt relief mechamsms for bilateral creditors as of end-December 1999

3/ Decision Point Document (EBS/97/155, 8/19/97 and IDA/R97-99, 8/18/97).

4/ See box 6 for a justification of the topping-up under the oniginal HIPC.

5/ Includes only official bilateral creditors as no commercial debt remains.
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Table 13. Burkina Faso: External Public and Publicly-Guaranteed Debt as of end-1999 1/

{Assistance under the Enhanced HIPC Initiative)
(In millions of U 8, dollars)

After enhanced HIPC

Before HIPC Assistance 2/ After otiginal HIPC Assistance 3/ Assistance 4/
" Nominal Debt NPV of Debt NPV of Debt Share °f2°e‘§: NPV of Debt
Muiltilateral creditors 13216 7385 542 1 85 9% 3967
IDA 7529 3555 2647 41 9% 193 68
IMF 1207 96 0 74 3 11 8% 54 39
AfDB/AfDF 2494 1406 100.0 158% 7320
BADEA 354 293 205 32% 14.96
BOAD 148 143 92 15% 675
ECOWAS 58 62 20 03% 145
EU 469 353 274 43% 2002
FEGECE 01 01 00 0 0% 0.02
IFAD 289 140 103 16% 753
IsDB 449 290 197 31% 14.42
OPEC Fund 217 182 140 22% 10.26
Paris Club creditots 589 4714 348 55% 255
Non-Paris Club creditors 1190 739 543 8 6% 397
Total 1499 5 8599 6312 100 0% 4619

Sources: Burkinabe authoiities, and staff estimates

1/ Assumes unconditional delivery of HIPC assistance at end-December 1999.

2/ After application of traditional debt relief mechanisms for bilateral cieditors as of end-December 1999.

3/ Asshown in Table 11

4/ Burden sharing for multilaterals for the enhanced HIPC Initiative is based on relative exposuie at the second decision point
after full delivery of the original HIPC assitance

5/ Includes only official bilateral cieditors as no commercial debt remains
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Table 14. Burkina Faso: Bilateral Creditors of External Debt 1/

before HIPC 1elief, end-99 2/

Nominal debt stock NPV of debt
US$ million Percent of total NPV Percent of total
Total external debt 1,499 5 1000 8599 1000
Multilateral creditors 1,321 6 881 7385 859
Bilaterat creditors 1779 119 1213 141
of which, pre-cutoff non-ODA 594 40 505 59
Paris Club creditors 589 39 474 55
of which:
Austria 58 04 25 03
ofw: pre-cutoff non-ODA 58 04 25 03
France 251 17 253 29
o/w: pte-cutoff non-ODA 93 06 106 12
Italy 113 08 57 07
o/w: pre-cutoff non-ODA 113 08 57 07
Nethetlands 45 03 52 06
o/w: pre-cutoff non-ODA 45 03 52 06
Russia 21 0t 08 01
o/w: pre-cutoff non-ODA 21 01 08 01
Spain 86 06 61 07
o/w: pre-cutoff non-ODA 25 02 17 02
United Kingdom 16 01 18 02
ofw: pre-cutoff non-ODA 16 0t 18 02
Non-Paris Club creditors 1190 79 739 86
of which:
Algeria 15 01 15 02
of/w: pre-cutoff non-ODA 15 01 15 02
China 223 15 40 05
o/w: pre-cutoff non-ODA - -- - -
Céte d'Ivoire 151 10 149 17
o/w pre-cutoff non-ODA 151 10 149 17
Kuwait 395 26 231 217
ofw: pre-cutoff non-ODA - -- - -
Lybia 70 05 69 08
o/w: pre-cutoft non-ODA 57 04 57 07
North Korea .- - - -
o/w: pre-cutoff non-ODA -~ - - .-
Saudi Arabia 213 14 136 16
o/w pre-cutoff non-ODA - - - .
Taiwan, ROC 123 08 99 11

o/w: pre-cutoff non-ODA -- - - -

Sources: Burkinabe authorities; and staff estimates

1/ Includes only official bilateral creditors as no commercial debt remains
2/ After application of traditional debt relief mechanisms for bilateral cieditors as of end-December 1999



‘Table 15. Burking Faso: Net Present Value of Debland Debt Service by Type of Creditor, 1999-2018 1/
(In millions of U.S. dollars)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2018 2016 2017 20(8
NPV of debt 2/
Before HIPC Assistance 3/
Total 859.9 8983 9437 979.0 10033 10270 10540 1.087.7 1,1185 11557 1,1988 1246} 12987 1,353.4 14122 14729 1,5362 1,6026 16729 11,7478
Multifateral 7385 7281 7114 6894 6634 6353 6081 5855 5660 5485 5347 5225 5100 4947 4777 4595 4403 4209 4014 3812
Pans Club 4714 415 415 415 474 46.4 453 440 42.6 41.0 390 369 354 338 320 299 277 252 223 19.2
Other Bilateral 739 3.4 723 7.3 70.2 687 672 658 64.2 62.6 60.3 589 36.9 54.7 526 508 49.0 469 445 42.1
New Borrowing 00 493 1125 1709 2223 2767 3334 3920 4460 5036 5642 6279 6964 7703 849.9 9327 1.0192 1,1096 12047 11,3053
After Orsginal HIPC Assistance 4/
Total 8599 6629 7173 7616 7958 8301 8659 907.4 9457 9886 1,0384 10933 11535 1.216.1 1,283.5 13335 14263 15029 [,5838 16700
Multilateral 7385 S268 S519.0 5059 4896 4717 4530 4380 42435 4124 4043 3983 3920 3829 3725 3612 3490 3367 3243 3115
Parnis Club 474 336 337 338 339 332 324 317 303 798 285 272 266 26.0 254 248 24t 232 223 213
Other Bilateral 739 532 521 511 3500 485 471 457 443 4259 414 399 38.4 369 357 348 341 334 326 32.0
New Borrowing 0.0 493 1125 1708 2223 2767 3334 3920 4460 503.6 5642 6279 6964 7703 8499 9327 [,0192 1,1096 12047 1,3053
After Enhanced HIPC Assistance 5/
Total 8599 6551 5659 6183 6624 7077 7551 8048 BS0.9 9020 9602 1,024.5 1,0958 1.1624 1.230.7 1,301.6 1,3754 14533 15356 16232
Multilateral 7385 5190 3945 3901 3842 3780 3716 3655 3605 3572 3583 3625 3681 3637 3550 3455 3350 3244 3136 3025
Pans Club 474 336 237 236 236 226 217 206 19.6 183 16.8 15.3 14.5 138 13.0 122 113 104 9.4 83
Other Bilateral 739 532 352 338 323 304 285 266 248 228 209 838 16.8 14.6 127 113 9.9 89 79 72
New Borrowing 0.0 493 1125 1709 2223 2767 3334 3520 4460 S03.6 3642 6279 6964 7703 8499 9327 10192 1.109.6 1,204.7 13053
After HIPC Initiatives (original and enh, d d itted ditionally) 6/
Total 4619 5067 5659 6183 6624 7077 7551 8048 8509 9020 9602 10245 10958 1,1624 12307 13016 1,3754 1,4333 1,5356 16232
Multilateral 3967 393.0 3945 3500 3842 3780 3716 3655 3605 3572 3583 3625 3681 3637 3550 3455 3350 3244 3136 3025
Paris Club 255 254 237 236 236 226 217 206 19.6 183 168 153 145 138 13.0 122 n3 10.4 94 83
Other Bilateral 397 389 352 338 323 304 285 26.6 248 228 20.9 18.8 168 14.6 127 113 9.9 89 19 72
New Borrowing 00 493 1125 1709 2223 2767 3334 3920 4460 S036 5642 6279 694 7703 8459 9327 1.0192 11096 12047 13053
Debt service due
Before HIPC Assistance 3/
Total 593 669 724 76.4 79.7 786 782 81.4 842 828 83.9 845 83.7 915 969 1023 1075 1126 1176
Multilateral 50.7 564 60.7 635 64.2 615 55.0 51.5 48.0 432 41.0 404 426 435 438 437 429 420 416
Paris Club 26 26 27 27 3.6 37 3.7 38 4.0 42 43 3s 36 37 38 39 4.1 42 44
Other Bilateral 4.9 54 53 53 57 55 54 54 54 54 54 5s 5.5 52 48 438 49 51 4.9
New Borrowing 11 25 338 5.0 6.2 79 140 207 268 299 332 350 369 39.) 445 499 556 613 66.7
After Original HIPC Assistance 4/
Total 531 437 46.2 520 557 58.7 60.0 612 65.4 69.6 68.0 68.5 69.5 37 73 81.6 870 922 97.4 1023
Muitilateral 439 363 378 424 449 45.5 453 40.5 38.1 360 31.2 286 28.6 3i0 318 322 324 318 312 310
Pans Club 29 p 18 18 1.7 26 2 2 26 28 29 29 20 20 21 21 21 22 22 22
Other Bilateral 4.7 42 42 4.1 4.0 44 43 4.1 40 40 39 39 38 38 34 29 21 23 27 24
New Borrowing 1.6 LI 25 38 5.0 6.2 19 14.0 207 268 299 332 350 369 39.1 445 499 556 613 66.7
Afier Enhanced HIPC Assistance 8/
Total 531 338 30t 354 377 401 415 467 519 561 547 547 545 666 724 776 832 830 932 98.2
Multilateral 439 265 218 267 279 278 217 210 255 235 19.0 158 147 250 290 294 297 293 289 287
Pans Club 29 21 20 13 1.4 22 22 22 22 24 25 25 1.6 16 16 1.5 15 1.6 16 16
Other Bilateral 4.7 42 38 35 35 39 37 35 35 34 33 33 32 3t 27 22 2.1 15 L5 1.2
New Borrowing 16 1.1 25 38 5.0 6.2 79 140 207 268 299 332 350 369 301 45 499 556 613 66.7
Source: Burkinab and staff ang p
1}/ Refers to public and publicly guaranteed debt only.
2/ The present value of debt 15 discounted as of end-2000, using end-1999 CIRR.
3/ The NPVs of debt for other bilateral credi reflect a hypoth | stock-of-debt op on Naples terms at end-1999. Actual stock-of-debt operations on Lyon and Cologne terms have been

delivered sep: ly at thexr respy p points, but are expected to be consolidated into one operation at the completion point under the enhanced HIPC Iniative.
4/ Assumes delivery of assistance from July 2000 under the onginal HIPC Initiatrve, discounted with end-1999 CIRR.
5/ Assumes delivery of assistance from July 2001 under the enhanced HIPC Initiative, discounted with end-1999 CIRR.

Interym assistance 15 assumed delivered in July 2000 - June 2001 by IDA, IMF, EU and IFAD,

6/ The NPV of debt shows the resulis of the (hypothi 1) di of original and enhanced HIPC imitiauve assistance,
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Table 16. Burkina Faso: Key External Debt-Sustamability Indicators, 1999-2018 1/

(In percent; unless otherwise mdicated)

1990 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
NPV of debt to exports ratio 2/ :
Before HIPC Assistance 3/ 279 285 310 297 268 245 221 204 189 180 172 166 160 154 149 144 140 135 131 127
After Onginal HIPC Assistance 4/ 279 211 235 231 213 198 182 170 160 154 149 146 142 139 136 133 130 127 124 122
After Enhanced HIPC Assistance 5/ 279 208 186 187 177 169 158 151 144 140 138 136 135 132 130 128 125 23 120 18
Afier Alf HIPC d Iy 6/ 150 161 186 187 177 169 158 151 144 140 138 136 135 132 130 128 125 123 120 118
NPV of debt to revenue ratio 7/
Before HIPC Assistance 3/ 222 236 222 204 89 i76 164 155 146 139 131 124 119 114 109 104 9 94 89 84
After Onginal HIPC Assistance 4/ 222 174 169 158 150 143 135 129 124 119 113 109 106 103 99 96 92 88 84 80
After Enhanced HIPC Assistance 5/ 222 172 133 129 125 122 118 s .1 108 105 102 100 98 5 92 89 85 82 78
After All HIPC d Ity 6/ 1t9 133 133 129 125 122 118 115 111 108 105 102 100 98 95 92 89 85 82 78
NPV of debt to GDP rato
Before HIPC Assistance 3/ 33 34 32 30 28 27 25 24 23 22 21 20 19 18 17 17 16 15 15 14
After Ongmal HIPC Assistance 4/ 33 25 24 23 23 22 21 20 19 ig 18 17 17 16 16 15 15 14 14 14
After Enhanced HIPC Assistance S/ 33 25 19 19 19 18 18 18 17 17 17 16 16 16 15 15 14 14 14 13
After Al} HIPC d lly 6/ 18 19 19 19 19 18 18 18 17 7 17 113 16 16 15 15 14 14 14 13
Debt-service to exports rano 8/
Before HIPC Assistance 3/ 18 21 20 20 18 17 5 13 13 12 11 10 i0 9 9 9 9 8 8 8
After Onginal HIPC Assistance 4/ 18 15 14 14 13 12 1 106 10 10 9 8 8 8 7 7 7 7 7 7
After Enhanced HIPC Assistance 5/ 18 i2 9 10 9 9 8 8 8 8 7 7 6 ? 7 7 7 7 7 7
Debt-service to revenue ratio 7/
Before HIPC Assistance 3/ 14 16 16 15 14 14 12 1t 1 10 9 8 8 7 7 7 7 [ 6 6
After Onginal HIPC Assistance 4/ 14 11 11 t 8 10 B4 9 9 8 7 7 [ 6 6 6 6 ) 5 N
After Enhanced HIPC Assistance 5/ i4 2 7 7 7 7 6 7 7 7 6 5 5 6 6 6 5 5 5 N
Memorandum vems
(in mittions of U.S. dollars)
Onginal HIPC Assistance 4/ 15.6 20.7 204 20.7 209 18.6 170 159 147 14.8 15.3 15.0 14.9 15.2 153 153 153 152 153
Enhanced HIPC Assistance 5/ " 9.8 16.1 16.6 18.0 186 18.6 145 13.6 135 133 138 15.0 72 39 3.9 38 42 4.1 42
Exports, goads & nonfactor services (current year) 292 288 334 368 421 470 539 589 644 694 749 811 877 945 1019 1,099 1,183 1273 1,371 1.477
Exports, goods &.nonfactor services (3-year average) 308 315 305 330 374 419 476 533 591 642 696 751 8i2 878 947 1,021 1,100 1185 1276 1,374
Govermnment revenues ¢xcluding official grants 387 381 426 481 530 582 641 701 765 834 918 1,007 1,091 1,185 1,292 1410 1554 1,710 1883 2075
Gross Domestic Product 2,585 2648 2929 3245 3,528 3829 4163 4,527 4922 5351 5817 6325 6876 7477 8130 8840 9611 10449 11,361 12,353

Source: Burkmabe authonities and staff esumates.

1/ Refers to public and publicly guaranteed debt only.

2/ In percent of the three-year moving average of exports of goods and non-factor services.
3/ The NPVs of debt for other bilateral creditors reflect a hypothetical stock-of-debt operation on Naples terms at end-1999. Actual stock-of-debt operations on Lyon and Cologne terms have been

delivered separately at thewr respective completion points, but are expected to be consolidated nto one operation at the completion pomnt under the enhanced HIPC Intuiative.
4/ Assumes full delivery of assistance under the onginal HIPC Inihative as of July 2000.
5/ Assumes intenm relief under the enhanced mitiative 1n July 2000 - June 2001 and full delivery of assistance from July 2001.
6/ The NPV of debt shows the results of the (hypoth
7/ In percent of government revenues excluding grants.
.8/ In percent of current year exports of goods and non-factor services.

1) unce

of onginal and enhanced HIPC imnative assistance.
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Table 17. Burkina Faso: Possible Delivery of IDA Assistance Under the HIPC Initiatives 1/
(In millions of U.S. Dollars, unless otherwise indicated)

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Debt Service to IDA Before HIPC Assistance 123 15.0 19.4 20.1 20.7 223 229 229 233 243 253 26.6 29.5 299 30.4
Principle 72 95 139 14.7 154 17.1 179 18.0 185 19.7 208 223 254 26.0 26.6
Interest 5.6 5.6 55 5.4 53 52 5.0 49 4.8 4.6 45 43 4.1 39 38
Debt Service to IDA After Original HIPC Assistance 9.9 9.1 135 142 149 16.4 17.1 172 172 174 17.8 19.1 2.1 225 23.1
Debt Service to IDA After Enhanced HIPC Assistance 7.1 23 6.4 6.7 6.6 79 85 8.6 85 85 82 8.0 187 225 23.1
Total Assistance by IDA under the HIPC Imihative 5.8 12.7 13.0 133 14.1 144 144 143 14.8 15.8 17.1 18.5 10.8 74 7.3
Of which: Debt service relief under Original HIPC 3.0 6.0 59 59 59 58 58 58 6.1 6.9 75 15 7.4 74 73
Of which: Debt service relief under Enhanced HIPC 28 6.8 7.1 74 8.2 8.6 8.6 8.6 8.7 8.9 9.6 11.1 34 0.0 0.0
Memorandum Item:
IDA assistance as a percentage of debt service duc 45% 85% 67T% 66% 68% 65% 63% 63% 64% 65%  68% T0% 37% 25%  24%
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Debt Service to IDA Before HIPC Assistance 309 309 308 307 308 311 307 303 299 294 289 281 274 258 240
Principle 274 275 277 27.8 28.1 286 284 283 28.0 278 27.5 26.8 26.3 25.0 233
Interest 3.5 33 3.1 29 2.7 25 23 2.1 19 1.7 1.5 1.2 1.0 0.9 0.7
Debt Service to IDA After Onginal HIPC Assistance 23.7 23.6 23.6 23.6 23.7 241 239 23.7 236 234 232 23.1 229 226 25
Debt Service to IDA Afier Enhanced HIPC Assistance 237 236 23.6 236 237 241 239 237 236 234 232 23.1 229 226 225
Totat Assistance by IDA under the HIPC Intiative 73 7.2 72 7.1 7.1 7.0 6.8 6.6 6.3 6.0 5.7 5.0 4.5 32 1.5
Of which: Debt service relief under Origimnal HIPC 7.3 7.2 72 7.1 7.1 70 6.8 6.6 63 6.0 57 5.0 45 32 1.s
Of which: Debt service relief under Enhanced HIPC 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Memorandum Item:
IDA assistance as a percentage of debt service due 4%  23% 23% 23% 23% 23% 2% 2% 21% 21% 20% 18% 16% 2% 6%

1/ The onginal assistance 1s assumed to be delivered m July 2000 with a purchase and cancellation of 21 credits. for which debt service 1s due until 2029 for a total nomnal amount of $182.7 mn.

The enhanced assstance 1s assumed to be delivered from July 2000, covering 50 percent of debt service due on IDA credits remaining after delivery of oniginal HIPC assistance.

The enhanced assistance will be completed i 2012 for a total nominal amount of US$ 99.6 mn. Interim relief is assumed to be delivered m June 2000-June 2001 for a total nominal assistance of
USS$ 6.0 million, equivalent to US$ 5.8 million n NPV terms, or 8.3 percent of total IDA assistance under the enhanced HIPC Inttiative.
Debt service projections are based on the debt outstanding as of end-1999.
2/ Discounted at the Original Completion Point. with end-1999 curr.
2/ Discounted at the Enhanced Decision Point. with end-1999 cur.
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Table 18. Burkina Faso: Possible Delivery of IMF Assistance under the HIPC Initiative 1/

(In millions of US dollars. unless otherwise indicated)

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Delivery schedule of IMF assistance (in percent of total assistance)
Under the onginal framework 9 12 13 15 20 14 10 7 0 0
Under the enhanced framework 10 11 14 20 20 20 4 1 0 0
Debt service due on current IMF obligations 2/ 6.1 145 153 176 187 16.3 11.8 10.0 6.4 2.9
of which: Principal 53 13.5 144 16.7 179 15.6 11.2 9.4 59 24
Interest 0.5 1.0 0.9 0.9 038 0.7 0.6 0.6 05 0.5
IMF assistance--deposits into Burkina Faso's account 1/
Under ongmnal HIPC 217
Under enhanced HIPC 20 179
Total IMF assistance under the HIPC Initiative -- drawdown schedule 3/ 29 6.6 7.3 9.2 9.6 79 3.4 19 0.0 0.0
Of which: under the onginal framework 2.0 3.1 3.8 4.1 5.0 35 24 1.7 0.0 0.0
under enhanced framework 1.0 35 35 5.1 46 44 1.0 02 0.0 0.0
Debt service due on current IMF obligations after total IMF assistance 2/ 4/ 3.1 78 80 84 9.1 84 84 8.1 6.4 29
Share of debt service due on current IMF obligations covered
by total IMF assistance {in percent) 2/ 3/ 48.6 45.8 47.8 522 513 483 28.8 192 0.0 0.0
Memorandum wems:
Proportion of each repayment falling due dunng the period to be paid by
HIPC assistance from the principal deposited in Burkina Faso's account 533 43.0 39.0 433 46.5 45.] 26.6 183 0.0 0.0
Total debt service due 5/ 393 66.8 722 76,2 79.5 784 719 80.8 835 82.1
Share of tota] debt service covered by total IMF assistance (in percent) 3/ 5.0 99 10.1 12.1 1211 10.0 4.4 2.4 0.0 0.0
Debt service due on current IMF obligations after total IMF assistance 2/ 4/ 1.0 2.6 24 22 22 18 1.6 14 1.0 0.4

(in percent of exports)

Sources: Burkinabe authorities and IMF; and staff estimates.

1/ Total IMF assistance under the HIPC Imtiative 1s US$ 41.6 million calculated on the basis of data available at the original completion point and second decision point, excluding

mterest carned on Burkina Fase's account and on commutted but undisbursed amounts as described n footnote 3,

2/ As of June 30, 2000, using the latest US$/SDR exchange rate available,

3/ Includes estimated interest earnings on: (1) amounts held in Burkina Faso's account; and (2), up to the second completion point. amounts committed but not yet disbursed.

1t 15 assumed that these amounts eamn a rate of return of 5.23 percent in U.S. dollar terms; actual interest earnings may be higher or lower.
Interest accrued on (1) during a calendar year will be used toward the first repayment obligation{s) falling due i the following calendar year
except in the final year, when 1t will be used toward payment of the final obligation falling due in that year.

Interest accrued on (2) durmg the intenim period will be used toward the repayment of obligations falling due dunng the three years after the completion point.

The completion point 1s assumed to be in mid-2001.
. 4/ Total obligations less HIPC Imtiative assistance.
5/ After traditional debt relief mechanisms,
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Table 19. Burkina Faso: Exchange Rate and Discount Rate Assumptions

Exchange Rates 1/ Discount Rates (CIRR) 2/
(currency per U.S. dollar) (in percent)
Austrian Schilling 13.70 547
Belgian Franc 40.16 547
Canadian Dollar 144 6.67
CFA Franc 652.95 547
Swiss Franc 1.60 427
Chinese Yuan 8.28 5.59
Deutsche Mark 1.95 547
Danish Kroner 7.40 532
European Currency Unit 100 5.47
Spanish Peseta 165 62 547
Finnish Markkaa 5.92 5.47
French Franc 6.53 547
British Pound 062 6.70
Irish Pound 078 547
Italian Lira 1,927.40 5.47
Japanese Yen 102.20 198
Kuwaiti Dinar 0.30 559
Luxembourg Franc 40.16 5.47
Dutch Guilder 2.19 547
Norwegian Kroner 804 6.64
Portugese Escudo 199 56 5.47
Saudi Arabian Riyal 3.75 5.59
Special Drawing Rights 073 5.59
Swedish Kroner 8.53 5.80
United States Dollar 100 704

Source European Central Bank; IMF, International Financial Statistics, OECD; and staff estimates

1/ End-of-period exchange rates as of end-December, 1999
2/ Average Commercial Interest Reference Rates for respective currencies over the six-month period
prior to end-1999 (i.e., the end of the period for which actual debt and export data are available).
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Table 20. HIPC Initiative: Status of Country Cases Considered Under the Initiative

June 2000
“NPVof ) T Estimated Total
Debt-to- Assistance Levels 1/ Percentage Nominal Debt Sansfactory
Country Decision Completion Export (In millions of U.S. dollars, present value) Reduction  Service Relief Assurances
Pont Pomnt Target Total Bifat- Muln- IMF World 1 NPV of (In millions of from Other
. (in percent) eral  lateral ____Bank  Debt2/ U.S. doltars) __Creditors
Completion point reached under enhanced framework o
Uganda 1,003 183 820 160 517 40 1,950
original framework Apr. 97 Apr. 98 202 347 "3 274 69 160 Recerved
enhanced framework Feb.00 May 00 150 636 110 346 91 357 Being sought
Decision point reached under enhanced framework
Bolivia 1302 423 876 84 194 30 2,060
origmal framework Sep. 97 Sep. 98 225 S48 137 29} 29 33 Recerved
enhanced framework Feb. 00 Floanng 150 854 268 583 55 141 Being sought
Mauritama Feb.00 Floating 137 3/ 622 261 361 47 100 50 1,200 Being sought
Mozambique 1,970 1.235 736 141 434 72 4,300
original framework Apr. 98 Jun. 99 200 1716 1076 641 125 381 Recerved
enhanced framework Apr. 00 Floating 150 254 159 95 16 33 Being sought
Senegal 7/ [Jun. 00] Floating 133 3/ 452 193 259 42 116 18 850 Being sought
Tanzama Apr. 00 Floating 150 2.026 1,006 1.020 120 695 54 3,000 Being sought
Completion pont reached under ongnal framework
Guyana Dec. 97 May 99 107 3/ 256 91 165 35 27 24 410 Received
Decision point reached under onginal framework
Burkina Faso 8/ Sep. 97 Apr. 00 205 229 32 196 22 91 27 472 Being sought
Cote dvorre Mar. 98 Mar. 01 141 3/ 345 163 182 23 9l 6 4 800  Being sought
Mali Sep. 98 Spring 00 200 128 37 90 14 44 10 250 Being sought
‘Total assistance provided/committed 8333 3626 4,708 688 5/ 2309 15,292
Pretiminary HIPC document 1ssued 6/
Cameroon 150 1,466 1.047 358 41 197 30 2,700
Ethiopia 200 636 225 411 22 214 23 1,300
Guinea 150 638 256 383 37 173 34 1,148
Guinea-Bissau 200 300 148 153 8 73 73 600
Honduras 137 3/ 569 208 361 18 85 18 1,024
Nicaragua 150 2.507 1416 1,091 32 188 66 5,000

No assistance required under onginal framework--to be reassessed under enhanced framework
Benin Jul. 97

Sources: IMF and World Bank Board decisions. completton pomnt documents, decision point documents, preliminary HIPC documents, and staff calculations.

1/ Assistance levels are at countries' respective decision or on points, as applicable.

2/ In percent of the net present value of debt at the decision or completion pomt (as applicable), after the full use of tradi | debt-relief mech

3/ Eligible under fiscal critena; figures provided show the ratios of debt-to-exports that correspond to the targeted debi-to-revenue ratio. For Guyana and
Cote d'tvoire, a 280 percent NPV of debt-to-revenue ratio was targeted at the completion point; for Honduras and Mauntania 2 250 percent ratio was targeted at the decision point,
and for Senegal, a 250 percent ratio 1s expected to be the target.

4/ Nonreschedulable debt to non-Pans Club official bilateral creditors and the London Club, which was already subject to a highly concessional restructuring, ts excluded from
the NPV of debt at the completion point n the calculanon of this ratio

5/ Equivalent to SDR 512 million at an SDR/USD exchange rate of 0.744.

6/ Figures are based on prefimimarv assessments at the ume of the 1ssuance of the preliminary HIPC document; and are subject to change.
Assistance levels for Ethiopia and Guinea-Bissau were based on the onginal framework and applied at the complenion paint; for Nicaragua, Tanzama, Guinea, and
Honduras, targets are based on the enhanced framework and assistance levels are at the deciston peint.

7/ Based on the decision point document 1ssued tn early June and subject to Board approval.

8/ Includes additional assistance required to meet 205 percent debt-to-exporis target at completion point. Topping up from assistance level indicated in September
1997 decision point document can be found tn Table 12,

'
P
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Figure 1. Burkina Faso: Assistance Levels in NPV terms 1/
{(millions of US dollars)
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Figure 2. Burkina Faso: Original HIPC Assistance (in end-1999 NPV) 1/
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Figure 3. Burkina Faso: Enhanced HIPC Assistance (in end-
1999 NPV) 1/
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Figure 4. Burkina Faso: Total cumulated HIPC Assistance (in end-
1993 NPV} 1/
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Source: Burkinabe authorities; and staff estimates.
1/ Assumed committed unconditionally.
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Figure 5. Benefits from the HIPC Initiative, 1999-2018
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e After Enhanced HIPC Assistance

Source: Burkinabe authorities; and staff estimates.
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Burkina Faso: Structural Reforms in 1996-2000

The WAEMU common external tariff (TEC) was adopted in a number of phases from
1998 to January 2000. It involved a reduction of the maximum rate from 37 percent to

21 percent, with the adoption of four rates for customs duties (0,5,10, and 20 percent) and of
a statistical tax of 1 percent, a shift in the classification of products subject to the different
rates, and a temporary protection tax of 15 percent for eligible products. The new product
classification entered into effect in April 1999, with a temporary maximum rate of

25 percent, which was reduced to 20 percent on January 1, 2000. The statistical tax also was
reduced on this date from 4 percent to | percent. Imports of goods produced within the area
that meet the rules of origin requirement have been fully duty free since January 2000.

In June 1999, procedures for tax payments on government procurement were
strengthened, with the value-added tax (VAT) applied on all public procurement contracts.
Accordingly, the government now pays the VAT as interim payments are made on the
executed public work, while contractors are no longer exempted and are paying the VAT on
the goods and services used as input. This reform widens the scope of the VAT, which thus
gains in transparency and effectiveness.

Taxation of the informal sector has been strengthened, with the introduction in January
2000, as anticipated in the program, of a withholding tax at customs of 2 percent on imports
and on purchases from wholesales and producers, creditable against the business profit tax
for registered taxpayers.

The civil service reform was approved in 1998, following a broad-based discussion in 1997,
and entered into effect in 1999. Key elements of the reform are (a) the introduction of a
performance-based promotion system, (b) a widening of the salary scale, (¢) and increased
reliance on contractual staff, in order to allow greater flexibility in allocating employees, and
in particular to improve social service delivery outside the main city centers.

A computerized process for monitoring budgetary execution (chaine informatisée de la
dépense) has been in place since 1996-97. The computerized system is designed to record the
entire expenditure cycle (from commitment to verification and actual payment) for all
government operations, and thus to facilitate the monitoring of expenditure by ministries and
the rapid production of treasury balances. However, monitoring of foreign-financed
investment expenditure is still hampered by delays in the provision of data by external donors
and lenders.

An integrated government accounting system (CIE) is in the final phase of preparation
and will become operational in mid-2000. With the integration of all government accounting
operations, it will be possible to produce comprehensive treasury balances rapidly, also
covering the operations of decentralized treasury units; accordingly, this will permit the
scope for decentralization to be widened through payments at the provincial level.

The banking system was restructured with the privatization and recapitalization of all the
existing banks. The final agreements for the privatization of the BFCI-B (Banque pour le
Financement du Commerce et des Investissments au Burkina) was reached in 1997, and the
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bank was renamed Société Générale des Banques au Burkina (SGBB); the liquidation of the
development bank BND-B was completed in January 1998; BALIB (Banque Arabe Libyenne
Burkinabé) was recapitalized and restructured, taking the name of BCB (Banque du
Commerce du Burkina). Two new foreign banks and three nonbank financial institutions
entered into operation in 1997-98; this increase in the number of banks has enhanced
competition and helped narrow interest rate spreads. All banks are observing the prudential
ratio of 4 percent currently in force, and five banks are already observing the new ratio of

8 percent established by the Central Bank of West African States (BCEAO) in mid-1999,
which is to be observed by all banks by end-2001.

Concerning decentralized financial systems (DFS), on the basis of a 1997 audit, the Union
des Coopératives d'Epargne et de Crédit du Burkina (UCECB) was liquidated, and a system
of yearly audits was put in place for the main savings and loans institution, the Réseau des
Caisses Populaires du Burkina (RCPB), which has been expanding its activities rapidly. The
DFS network is still inadequate and does not cover all areas of the country.

The implementation of the first two phases of the privatization program, launched
respectively in 1991 and 1994, has been completed, involving 41 companies, which have
been either privatized or liquidated. At the same time, significant progress has been made in
the third phase of the program, which focuses on public utilities and the cotton sector.

The telecommunications sector-restructuring program is off to a good start, as a number
of steps have already been taken to implement the 1998 law. The studies planned on the
regulatory framework (tariffs and interconnection system) were completed, and the basic
regulations were adopted by the Council of Ministers in February 2000. A regulatory
authority was established in November 1999 and has been fully operational since April 2000;
two mobile telephone licenses were granted in March 2000. As regards to the privatization of
the telephone company (ONATEL), which was approved in 1998, the recruitment of an
investment bank to manage the bidding process is to be completed by end-May 2000.

The law designed to open up the energy sector to private investors was also approved in
December 1998. In December 1999, the government, in agreement with the World Bank,
adopted a strategy to reform the sector, including the electricity company (SONABEL) and
the petroleum import company (SONABHY). The government is preparing the institutional
and regulatory framework for the electricity sector, which will be finalized by the fourth
quarter of 2000. By end-2000, the specific plan for the privatization of SONABEL will also
be finalized, and a plan for expanding and ensuring the viability of rural electrification
centers will be prepared in coordination with donors and lenders active in the sector.

Negotiations are close to completion with a strategic partner regarding the privatization of
Air Burkina; this should bring in fresh capital to the company, while the government’s
contribution will be mainly constituted by the single existing aircraft.

Concerning the cotton sector, farmers’ associations acquired 30 percent of the cotton
company's (SOFITEX) capital in 1999, and the new shareholders are already taking an active
part in the management of the company. The role of the private sector in cotton transport was
strengthened. Moreover, actions are under way to gradually transfer to the farmers'
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associations the financing of outreach activities and technical assistance that used to be
carried out directly by the cotton company. The interprofessional agreement among the
government, SOFITEX, and the producers’ associations became effective in February 1999,
and it is due to be renegotiated before the end of 2000; it specifies that half of the company’s
profits are to be allocated to the farmers in the form of supplements to the cotton purchase
price. The terms and conditions for opening up the new cotton-producing areas to private
ginning and marketing operators are also being prepared, and should be finalized by end-June
2000. They will specify the obligations of new operators, in particular with regards to
research expenditures, supply of seeds and insecticides, and the maintenance of rural roads.
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Burkina Faso: Structural and Institutional Reforms in 2000-03
A. Tax Administration

I. Following the measures adopted in recent years to widen the tax base and strengthen tax
administration, accompanying the reduction of the external tariff in the framework of the
WAEMU, the emphasis will remain on improving further the tax administration, in particular
concerning (a) the large taxpayers unit, (b) the monitoring of public investment-related activities,
for which the taxes are paid by the treasury, and (c) real estate taxes and local taxes, in the
context of a larger role for local governments. In the framework of the harmonization of excise
taxes and the VAT in the union, which is still under review, measures may have to be taken in the
next two years concerning the extension of the VAT to some agricultural inputs, presently
exempt, after a careful study of its impact on poor farmers, and the modification of excise taxes
on petroleum products.

B. Trade Reform

2. With the full implementation, in January 2000, of the common external tariff of the
WAEMU and the elimination of all duties on interregional trade for products that meet the rules
of origin requirement, the average tariff rate has decreased significantly, from 13.7 percent in
1997 to an estimated 7.4 percent in 2000. A temporary protection tax of 15 percent (declining to
zero in 2003) can be applied, upon decision of the WAEMU commission, to products belonging
to a predetermined list, for which the decline of effective protection exceeds a threshold of

10 percent; Burkina Faso has requested and obtained this temporary protection for six products.
A conjunctural tax for products benefiting from subsidies in major exporting countries will have
instead a permanent nature.

C. Financial Sector

3. With the restructuring in recent years of the existing five commercial banks, and the
opening of two new private banks, the system is now more competitive, with lower spreads, and
it is adequately capitalized. The focus in now on widening the network of microfinance
institutions (decentralized financial systems, or DFS) in all the main areas of the counties to
ensure adequate provision of credit to support both rural- and urban-based small-scale activities.
The links between commercial banks and the DFS will also have to be strengthened. The donor-
supported community-based rural development programs (see Section [V,B) will have, as a key
priority, the extension of DFS network.

D. Privatization and Public Enterprise Reform

4. Following the completion of the first two phases of the privatization program, the
authorities are now focusing on (a) the privatization of the telecommunications company,
ONATEL, which should be brought to the point of sale by end-2000, following the establishment
of a new regulatory framework; and (b) the establishment before end-2000 of a new institutional
and regulatory framework for the electricity sector, and the definition by end-2000 of the specific
scheme for the privatization of the electricity company, SONABEL, specifying the functions that
will be attributed to the private sector and those that will remain in the public domain. Particular
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attention will be given to ensure that telecommunication services are extended to the rural areas,
with appropriate technology; this will be facilitated by the launching in two years of a RASCOM
(Regional African Satellite Communication Organization) satellite, which will link all locations
equipped with appropriate terminals. The reform of the electricity sector, with a much larger role
of the private sector, will have to ensure that the rural electrification effort continues to remain a
key priority.

E. Governance, Transparency, and Accountability

5. The authorities have emphasized in the PRSP their commitment to improve governance
and increase transparency and accountability (see Section 4.2.4 of the PRSP). The national plan
of good governance that was adopted in 1998 concentrates on the reform of the public
administration, with the establishment of objectives for each administrative service and a system
of ex post evaluation of performance. The government intends to strengthen the flow of
economic and financial information, in particular on budget preparation and execution, relying on
the establishment, since 1999, of monitorable three-year program budgets for the key ministries
and on an enhanced monitoring of budget implementation. The budgets for health and education
are now presented broken-down on a regional and district basis. The government will ensure that
the budgets will be widely disseminated at the local and community levels, and their execution
will be monitored by the beneficiaries. The government will strengthen its drive against
corruption and for more rigor in the conduct of public affairs. To that end, an anticorruption
network, including representatives of the administration and civil society, will be established to
make recommendations on new instruments and methods. The reinforcement under way of the
judicial system will be further pursued with the creation of new administrative tribunals,
specializing in business issues. The judicial system’s independence from the executive branch
will be reinforced. The account tribunal (Court des Comptes) has been revamped with full
independence from the executive board, and will have a larger role in the preparation of the
audited budget accounts laws (lois de regléments).
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Burkina Faso: The Public Investment Program for 1999-2002
and Its Impact on the Medium-Term Debt Profile

1. The public investment program of Burkina has expanded considerably since 1995, rising
from 9.3 percent of GDP in 1995 to 13.9 percent in 1997 and 15.9 percent in 1999. In 2000, the
public investment program is projected to decline somewhat to 14.3 percent of GDP (see Table 6
in the main text). The public investment has largely been dependent on foreign financing, with
domestic contribution to investment rising from 0.8 percent of GDP in 1995 to 2.7 percent in
1999. The foreign financing has relied to a significant extent on grants, whose share has
increased markedly from 52.5 percent of total external financing in 1995 to 65 percent in 1997
and 63 percent in 1999. New borrowing has been significant when compared with exports, and
has contributed to the increase in the NPV of debt-to-exports ratio from 247 percent at end-1996
to 279 percent at end-1999. In the three-year period 1997-99, new project borrowing has
averaged 37 percent of annual exports.

2. Notwithstanding the large increase in investment in health and education, the bulk of the
increase in public investment took place in infrastructure, with the coming on stream of large
roads, electricity, water, rural developments, and urban infrastructure projects. In particular, the
water project around the major Ziga dam, essential to ensure the water supply for the main city of
Ouagadougou, and the dam and rural development project of Bagré absorbed in 1999-2000 about
17 percent of the total external borrowing. Road and urban development absorbed about

22 percent of total borrowing, rural development projects 18 percent, and energy and mining

9 percent. Health absorbed 15 percent and education 16 percent.

3. In 2001-03, the total investment program is projected to amount on an annual average to
13.3 percent of GDP. Over the medium term, the projections assume, as explained in Box 9, a
gradual decline of the size of the public investment program to 10 percent of GDP in 2015, with
domestic contribution to investment rising from 4.2 percent of GDP in 2000 to 4.5 percent in
2015. External project borrowing would decline from 4.3 percent of GDP in 1999 to 2.2 percent
of GDP in 2015, while grants would decline more moderately from 7.4 percent of GDP in 1999
to 3.2 percent in 2015 (see Table 9 in the main text). Private investment will pick up.

4, The debt sustainability analysis scenario presented in the main text assumes that grants
will represent on average 60 percent of the total external project financing starting in 2000,
compared with an average of 62 percent in1998-99. This grant component is somewhat higher
than presently projected by the authorities in the context of their 2000-02 public investment
program. Therefore, it assumes the readiness of donors to increase over time the grant component
of their financing programs to Burkina.'

5. Under these assumptions, the debt service-to-exports ratio after HIPC assistance would
decline sharply, from 18 percent in 1999 to 10 percent in 2002 and further to 7 percent in 2010.

! The public investment program for 2000-03 was discussed with the authorities during the
last Fund program review mission (see EBS/00/84, 5/15/00) and by the World Bank during a
public expenditure review mission in May 2000. It reflects to an important extent the
completion of large projects in infrastructure that were started in 1999 and 2000.
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Similarly, the debt service-to-government revenue ratio would decline from 16 percent in 1999 to
7 percent in 2002 and 5 percent in 2010. However, the NPV of debt-to-exports ratio after
assumed HIPC Initiative assistance would increase temporarily, from 150 percent in 1999 to 187
percent in 2002, reflecting (i) the size of the investment program in the period 1999-2002; (ii) the
fact that the HIPC Initiative assistance is applied only on end-1999 debt ; and (iii) the impact of
the sharp decline in the international price of cotton on the value of exports. Specifically, exports
are projected to fall by 15 percent from 1998 to 2000 reflecting a 22 percent decline in the
average export price. After 2002, exports are projected to increase steadily (see Box 9), and the
NPV of debt-to-exports ratio will decline steadily to less than 150 percent by 2007.



