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COUNTRY ASSISTANCE STRATEGY PROGRESS REPORT FOR BURKINA FASO

I. INTRODUCTION

1. Landlocked and resource-poor, Burkina Faso has nonetheless made substantial
progress on structural reforms and sustained a real growth rate of nearly six percent per
annum over the past decade, within a stable macroeconomic and political context.
Despite recent progress, the country remains poor, with per capita income of only $430 in
2005 and low levels of human development. Since 2000, development efforts have been
guided by a national poverty reduction strategy (the Cadre Stratégique de Lutte contre la
Pauvreté or CSLP) to which aid programs are aligned. The World Bank is among the
most prominent partners in Burkina, with a results-based Country Assistance Strategy
(CAS) for FY06-09 proposing an annual average of $140 million in new IDA
commitments. This progress report assesses the continuing relevance and
implementation effectiveness of the CAS at its mid-point.

2. The multisectoral ‘results teams’ responsible for carrying out this mid-term
review found that delivery of the lending and analytic work programs was strong in the
first two years of CAS implementation. Portfolio performance was also good, despite
persistent implementation weaknesses in transport and public administration capacity
building. Looking ahead to the second half of the CAS period, the review team calls for
an intensified response to the on-going crisis in the cotton sector, as well as a
restructuring of support for private sector development and accelerated investment
climate reform. Laying a better foundation to promote good governance and greater
decentralization (the fourth pillar of the CAS) is also recommended through the
completion of analytic work on decentralization in FY07, and the launching of more
thorough governance and anti-corruption diagnostics and fiduciary assessments in FY08-
09. These and other recommendations are discussed below in order to enhance strategic
relevance and implementation effectiveness during the remainder of this CAS period and
beyond.

II. RECENT DEVELOPMENTS

3. At the time of CAS preparation in late 2004, Burkina could point to a strong track
record of reform and economic growth. Poverty declined from an estimated 54 percent in
1998 to 45 percent in 2003, led by growth in rural areas. Economic growth was driven by
expansion of cotton and cereal production to record levels, making Burkina the number
one cotton exporter in Sub-Saharan Africa. However, this tendency heightened the
country’s overdependence on cotton, which continues to provide a livelihood for around
2.5 million Burkinabé and generate about two-thirds of the country’s export earnings.
Burkina has maintained macroeconomic stability, aided by fiscal discipline and aid
inflows equivalent to 10-14 percent of GDP, but the macroeconomic situation remains
fragile due to weak domestic revenue mobilization and vulnerability to exogenous
shocks. While the underlying country context has not changed since CAS preparation,



three points merit special attention at mid-term: i) political evolution; ii) debt
sustainability; and, iii) the cotton sector.

4. Political stability has remained high. President Blaise Compaoré won a third
term for five years in late 2005, followed by municipal elections in 2006 and
parliamentary elections in 2007. All were deemed free and fair by international
observers, although opposition to the ruling party remains weak and fragmented. The
ruling party now controls two-thirds of parliamentary seats, with the remaining seats
divided among thirteen small parties. The unsettled situation in neighboring Céte d’Ivoire
has negatively impacted Burkina’s economy since 2002, although the country already has
adjusted to this shock. Improved prospects for peace in recent months will bring an
eventual economic dividend for Burkina.

5. Debt sustainability is fragile. Based on the country’s overall satisfactory
macroeconomic performance, progress in poverty reduction, and improved public
expenditure management, Burkina was made eligible for the Multilateral Debt Relief
Initiative (MDRI) in March 2006. IDA relief was provided on debt service falling due on
the end-2003 debt stock, such that by 2044, accumulated debt service savings for Burkina
Faso would amount to around $734 million.! In 2006, debt relief amounted to about 17
percent of GDP (calculated as stock of debt relief). This reduced Burkina’s debt service-
to-exports ratio from 8 to 5 percent, the net present value (NPV) of debt-to-GDP ratio
from 19 to 11 percent, and the NPV of debt-to-exports ratio from 182 to 86 percent
(2005-2006). But beyond the impact of MDRI, Burkina Faso's debt ratios increase again
over the medium term. With stress tests on export growth or on public borrowing on less
favorable terms, Burkina Faso's debt ratios become unsustainable over the long-term.
The sensitivity of the ratios to domestic revenue performance and the vulnerability of
export earnings have led Bank and Fund staff to raise Burkina’s rating for risk of debt
distress from low to moderate this year.

6. Cumulative losses have provoked a crisis in the cotton sector. At the time of
CAS preparation, it was already evident that declining international cotton prices and
strong appreciation of the Franc CFA relative to the dollar were generating losses in the
domestic industry that would require adjustment if exogenous conditions did not change.
This situation was identified as the biggest risk to growth and poverty reduction during
the CAS period. Since then, exchange rate movement has countered some recovery in
world market prices, while insufficient adjustment in the domestic industry (which was
majority privately-owned) brought the sector to the brink of crisis in late 2006 (see
Annex 1). Given the severe growth and poverty implications of cotton sector collapse,
government has stepped in with emergency measures and has made a request to external
partners like the Bank to intensify support for adjustment and productivity improvement
in the sector.

! The IMF provides 100 percent debt relief on all debt incurred by Burkina Faso to the IMF before January
1, 2005 that remains outstanding. This amounts to approximately US$89 million, or US$82 million
excluding remaining assistance under the Heavily Indebted Poor Countries Initiative. The ADF provides
debt relief on as-of-end-2004 debt stock amounting to 18.1 percent of Burkina Faso's external debt stock
net of HIPC debt relief, equivalent to US$317 million.



II1I. CAS IMPLEMENTATION

7. The FY06-09 Country Assistance Strategy is aligned to Burkina’s revised poverty
reduction strategy, or Cadre Strategique de Lutte contre la Pauvreté (CSLP). A results-
based methodology has been applied to identify a sub-set of country priorities to which
the CAS would contribute within the four main pillars: i) accelerated and shared growth;
ii) improved access to basic social services; iii) increased employment and income
opportunities for the poor; and iv) better governance with greater decentralization. The
CAS results framework is summarized in Annex 2, and the results matrix is provided in
Annex 3. At mid-term, some of the expected benefits of a results-based CAS are evident,
including greater coherence of the country program, more multi-sectoral approaches and
teamwork, and better use of operations to support sector monitoring and evaluation that
contribute to national assessment of the CSLP.

8. Strong country program delivery in FY06-07. Initial indicative CAS planning
called for US$ 140 million per annum in lending commitments and a rich program of
analytic work in FY06-07 (Annexes B3 and B4). Despite growing uncertainty about IDA
availability, all operations have been delivered as planned, with only marginal shifts in
timing. The multilateral debt relief initiative, while freeing up general budgetary
resources, has reduced IDA availability commensurately, affecting programming
decisions relative to the initial CAS. Nonetheless, the country team was encouraged to
take advantage of Burkina’s strong performance and potential to scale up, targeting areas
with additional absorptive capacity. For this reason, two planned FY09 operations—post-
primary education and a follow-on agricultural diversification—were advanced into
FY06, while two operations (Health and HIV/AIDS Sector Support and the Second
Community-based Rural Development Project) were scaled up by frontloading a large
portion of the three-year IDA envelope into the first two years of the CAS. Indeed, one
month into FY08, the entire FY06-08 indicative allocation of $ 420 million will likely be
committed. Availability of additional IDA resources for Burkina in FY08, which is the
final year of IDA14, is unclear, as is the outcome of the IDA15 replenishment for FY09
and beyond. All commitments shown as planned for FY08 and FY09 in this document
are indicative only and will depend on country performance and IDA availability.

9. Good portfolio performance despite areas of concern. As of March 1 2007, the
Burkina Faso IDA and GEF portfolio included 16 projects, with total commitments of
USS$ 685 million (of which US$ 400 million was undisbursed).> Over the long run, the
Burkina portfolio has performed well, with independent evaluation finding satisfactory
development outcomes, likely sustainability and substantial institutional development
equaling or exceeding Bank-wide averages. The quality of the current portfolio is also
good, with 94 percent rated moderately satisfactory or better on development outcomes
and 82 percent similarly rated for implementation progress, surpassing regional averages
(Annex B2). The FYO07 deterioration in implementation progress reflects two areas of
particular concern: i) effectiveness delays and poor ownership of the second transport

2 The GEF portfolio consists of two projects with net commitments of US$ 11.0 million,



sector program (recently restructured); and ii) weak implementation of small operations
related to public administration, statistics and capacity building.

IV. PROGRESS AND MID-TERM MODIFICATIONS

10.  An important aspect of a results-based CAS is the introduction of a structured
monitoring and evaluation cycle similar to that of a project, with a feedback loop for mid-
course modification and correction. The participative methodology used for CAS
preparation was maintained for the mid-term review, relying on multi-sectoral ‘results
teams’ to conduct the review and discuss their findings with a range of stakeholders
during Strategy Week, February 26-March 2, 2007. The results framework provided the
blue print for evaluating progress and identifying mid-course modifications across the
four strategic objectives.

A. Strategic Objective 1: Accelerated and Shared Growth

11.  The CAS seeks to contribute to the following results aimed at accelerating
broadly-shared growth: i) increased regional integration; ii) expanded and diversified
export earnings; iii) improved investment climate; and iv) more efficient economic
infrastructure. Country progress towards these results and the contribution of IDA can be
summarized as follows:

12.  Faster growth and poverty reduction. With stable macroeconomic management,
real GDP growth in Burkina averaged 6.7 percent per annum in 2005-2006, accelerating
the positive trend of the past twelve years. Poverty was further reduced, particularly in
rural areas where the majority of the poor are found thanks to record cotton and cereal
production. Private, dry-season irrigation also expanded rapidly from a small base. The
country reaped the benefits of earlier reforms to mining regulations, with a strong
increase in mining investments for export in coming years. Progress is also evident with
respect to infrastructure, where liberalization and privatization of the telecommunications
sector expanded networks and lowered costs. The quality of the road network has
improved, although implementation of works has been slower than expected.
Investments were launched for regional interconnections to import electricity at half the
cost of domestic generation—alleviating one of Burkina’s greatest obstacles to growth.

13.  Inadequate diversification and investment climate reform. Growth through
expansion of cotton production has been a successful—albeit risky and ultimately
unsustainable—strategy for Burkina. Economic diversification has been less successful
thus far, with non-cotton exports growing at only around 4.2 percent per annum, well
below the 8 percent target for the CAS period. Investments in mining and private
irrigation should translate into faster growth for non-cotton exports in the next few years,
especially if real effective exchange rate movement enhances Burkina’s overall
competitiveness. Despite substantial progress on the regulatory framework for mining,
reform of the overall investment climate has not moved as swiftly or as decisively as
warranted given Burkina’s poor global standing in this area. Some encouraging progress
has been made in streamlining business start-up and accelerating property titling,



although deeper reform is needed in these and other areas. Legal and regulatory reform
to liberalize and increase private participation in the energy sector has also lagged
following inadequate legal reform in 2005 which is now being revised.

14.  IDA support for growth-enhancing investment and reform. IDA’s contribution
to policy dialogue, reform and investment in this area has been significant during the
CAS period. Of particular note is the FY06-07 analytic work program, which included an
Investment Climate Evaluation, Financial Sector Review, Labor Market Study and
Diagnostic Trade Integration Study aimed at bringing investment climate constraints to
the top of the policy agenda and recommending a clear path for reform. The annual
Strategy Week and other fora have been used for maximum dissemination and dialogue,
resulting in establishment of an interministerial working group to pilot reforms and
setting up of a Presidential Investors Council to advise top leadership on reforms. The
PRSC series has supported liberalization and privatization/private entry in cotton,
telecommunications, energy and water, with technical input from the Competitiveness
and Enterprise Development Project (PACDE). An important FY06 contribution was the
Agricultural Diversification and Market Development Project which will scale up
positive results from earlier pilots to promote private, small-scale irrigation and value
chain development. IDA has also financed a new power plant inaugurated in late 2006
and a regional interconnection launched in early 2007 in order to keep pace with growth
in energy demand.

15.  Strengthening the IDA response. The PACDE operation has provided critical
technical support for private sector reforms/privatization and has financed establishment
of a dynamic enterprise promotion agency. Nonetheless, as the operation undergoes its
mid-term review, it needs to be partially restructured to provide increased support for
investment climate reforms and accelerated implementation efforts (in collaboration with
the IFC), offer services to micro- and small-scale entrepreneurs, and fill a gap in support
to the mining sector since FYOS closure of an IDA-financed technical assistance
operation. Equally important is the recent strengthening of the task team with a field-
based staff member to help overcome supervision deficiencies, particularly slow response
time and inadequate implementation support. Complexity of Bank procedures and slow
response times are often cited across the private sector and infrastructure portfolios, and
merit better tracking by the country team. Finally, the risk of deterioration in the cotton
sector has materialized, posing a threat to growth and poverty reduction. An intensified
response will be necessary in the second half of the CAS period, both to provide
emergency support and to help Burkina better identify a medium-term strategy within an
uncertain global context.

B. Strategic Objective 2: Improved Access to Basic Social Services

16.  The results to which the CAS seeks to contribute in this area include: i) improved
access to, and quality of, basic education; ii) improved access of the poor to health and
HIV/AIDS services; iii) increased access to potable water and sanitation services; and iv)
better targeted social protection. Progress has been quite good in the past few years, with
strong support from IDA.



17.  Faster progress in human development. Years of economic stagnation and
mismanagement in the decades following independence have left Burkina near the
bottom of the UN Human Development Index. With the resumption of growth in the mid-
1990s and improved sector governance, social welfare indicators began to improve.
These positive trends have accelerated in the past few years. Between 2004 and 2006,
the gross primary enrolment rate rose from 51 to 61 percent, and lower secondary
enrolment from 19 to 21 percent. The primary completion rate—the most relevant results
indicator—rose from 26 to 34 percent. In health, infant and child mortality rates declined
between 1998 and 2003, and recent efforts have measurably increased assisted births,
lowered the cost of prenatal care, raised immunization rates and enhanced malaria
prevention and treatment. Treatment of people living with HIV/AIDS has exceeded
Government and CAS targets. Government adopted new strategies on social protection
and support for orphans and vulnerable children. Finally, through large-scale investments
in urban areas and increased emphasis on village water management and social water
connection programs, access to potable water has risen to 80 percent in urban areas and
60 percent in rural areas—putting Burkina in position to meet the Millennium
Development Goal in this area.

18. The challenge of decentralization. Administrative deconcentration and political
decentralization have been adopted as a means for more effective service delivery in
Burkina. With the legal framework in place and municipal elections in mid-2006, the
challenge of implementing deconcentration and decentralization in a way that improves
social service delivery remains. The next two years will be a critical time for social
service ministries to work more closely together and with central ministries to implement
a consistent approach to deconcentration and decentralization of social infrastructure,
personnel and budget resources. IDA will rely on the PRSC series to support cross-
cutting reforms in this area, while also bringing the decentralization dialogue into the
sector-wide consultation frameworks in health and education.

19.  Harmonized delivery of IDA resources. The content of IDA’s human
development portfolio was highly relevant at the outset of the CAS, but delivery
mechanisms were not as effective as they should have been. In the past two years,
emphasis has been put on simplifying and harmonizing delivery mechanisms to support
agreed sector strategies and country systems. Progress has been encouraging: the basic
education operation was restructured into a fully-harmonized and pooled sub-sector-wide
approach, and an innovative silent partnership was instituted with the Netherlands on
basic education, with IDA taking the lead on policy dialogue at the secondary and
advanced level. The parallel HIV/AIDS Disaster Management project was superseded by
a pooled sector-wide approach. IDA complemented a successful health policy dialogue
within the PRSCs with engagement in a pooled fund to channel resources directly to
health districts for decentralized service delivery. The Bank is now positioned to work
with other external partners in supporting national strategies and strengthening country
capacities and systems to deliver basic social services. Within these operations, IDA
supports targeting of orphans and vulnerable children for affordable education, school
feeding and school-based health care. IDA support for the Ouagadougou water supply
program (a government-led partnership of a dozen donors) has focused on secondary and



tertiary networks that have doubled household connections (adding 50,000) and tripled
community standpipes in poor neighborhoods.

20.  Strengthening tools for sector management. IDA’s contribution to social service
delivery is already quite significant, but could be further strengthened through more
technical support on sector management tools, including medium-term planning and
expenditure frameworks, program budgeting, human resource planning, and cost-
effectiveness analysis. The FY07 Education Sector Review will be helpful in this
respect. Continuing to support management reforms in the social sectors through the
PRSC series will also be critical, as will the link to PRSC support for the overall
decentralization process.

C. Strategic Objective 3: Increased Employment and Income Opportunities for the
Poor

21. This pillar of the Government’s CSLP includes urban employment issues, but
focuses most heavily on economic opportunity for the rural poor. The CAS seeks to
contribute to the following results: i) enhanced labor market flexibility; ii) increased
economic opportunities for women; iii) reduced risk and increased revenues for rural
households; iv) community-based natural resource management; and v) expanded access
to rural infrastructure.

22.  Rural development through community empowerment and entrepreneurship.
Government has demonstrated an outstanding commitment to private sector-led
agricultural diversification and community-based rural development.  Burkinabé
authorities have pursued nationwide scaling up of community-driven development
mechanisms which have registered impressive results. Impact evaluation of the National
Community-based Rural Development Project (PNGT2) showed that community-based
natural resource and water management projects had high rates of return (e.g. 39% for
bore holes, 50% for wells and rock lines, 265% for composting pits), while social
infrastructure projects resulted in higher school enrolment and utilization of health
services. PNGT2 has also supported an ambitious revision of land tenure policy and the
adoption and implementation of national decentralization policy. Risks have been
reduced for rural households not only through land tenure reforms and promotion of
small-scale irrigation, but through efficient national response to exogenous shocks,
including regional locust infestation and avian flu. While promoting dry season irrigation
for agricultural diversification, Government has also taken the lead in West Africa in
testing new technologies to raise productivity in the dominant cotton sector.

23.  Labor market rigidity disfavors women and youth. Recent progress on labor
market reform and women’s opportunities include revision of the national employment
strategy, translation of women’s rights into local languages and improved women’s
literacy in rural areas. Burkina’s legal framework also guarantees gender equality, and a
number of special funds target women’s entrepreneurship. However, a more aggressive
approach is needed to improve Burkina’s last-place standing in global rankings for labor
market rigidity and to improve women’s access to land, credit and other economic assets.



A more flexible labor market will favor job creation for all, rather than protecting a small
cadre of formal sector (and majority male) workers.

24.  IDA as a privileged partner for rural development. IDA’s technical and
financial contribution to rural development in Burkina has been considerable. The
Agricultural Diversification and Market Development Project is building on positive
results of a pilot operation, which established a 35,000-member association for private
irrigation farmers and disseminated irrigation equipment which doubled vegetable
cropping surfaces and raised producers’ income by 50 percent in project zones. The new
project will go beyond irrigated production, to support private transport, agro-processing,
marketing and exporting. IDA’s Community-based Rural Development Project (now
entering its second phase) is the main source of funding for Government’s community-
driven development mechanism, and has provided technical and financial support to
implement the national decentralization policy. IDA has also responded quickly to
exogenous shocks, developing a regional response to locust infestation in record time.
The PRSC series has long supported cotton sector reform, and will now be the main
instrument to address the crisis and facilitate medium-term adjustment of the sector. This
will be complemented by a regional biosafety project aimed at ensuring the regulatory
framework for productivity-enhancing biotechnology.

25.  Building on success. IDA involvement in expanding employment and income
opportunities in rural areas has been largely positive. Several areas merit further
attention in the second half of the CAS implementation period. First, labor market
reforms should be accelerated, building on the dialogue launched by the Labor Market
Study completed in FY06. Second, while many aspects of the agriculture and rural
development portfolio benefit women as well as men, more disaggregated gender
analysis would be useful to better address remaining inequities in access to resources.
Finally, the second phase of the Natural Eco-systems Management Project should
continue the successful community-based natural resource management model, adding a
new focus on cross-border opportunities and on eco-tourism, as a means to conserve
natural resources and generate revenues for the country.

D. Strategic Objective 4: Better Governance with Greater Decentralization

26. The results to which the CAS aims to contribute in this area are: i) a more
efficient judiciary for commercial cases; ii) improved public resource management in a
decentralized context; and iii) increased local capacity and participation in public policy
decisions. Progress has been better in some areas (e.g. public resource management,
decentralization and local capacity building) than in others (e.g. commercial justice).

27.  Forging ahead with decentralized public resource management. The 2002
national Program to Strengthen Budget Management was superseded in 2007 by the
adoption of a broader Strategy to Strengthen Public Finances. Strong progress has been
made in recent years, and includes, inter alia,: i) introduction of a computerized
expenditure management system with functional and social classification of expenditures;
ii) establishment of a global medium-term expenditure framework; ii) adoption of
program budgets and medium-term expenditure frameworks in key sector ministries; iii)



preparation of timely reports on budget execution; iv) establishment of an independent
Audit Court (Cour des Comptes);, v) carrying out of a large taxpayer survey; and vi)
capacity building in public administration. Commitment to decentralization as a means of
enhancing accountability and improving public services has also been evident. Adoption
of the Law on Local Government was followed by the first nation-wide municipal
elections in April 2006 and establishment of a Municipal Development Fund in April
2007. The transfer of responsibilities and resources to local government will, of
necessity, be progressive. Texts for the transfer of physical assets, civil servants and
fiscal revenues are being refined. Progress to support decentralization includes the
deconcentration of payment authority to regional centers, establishment of regional civil
service offices, the extension to sector ministries of a computerized civil service
administration information system, training of elected local officials and scaling up of
Village Development Committees as a means for public participation at the local level.

28.  Insufficient response to rising corruption. In the past five years, Government
has adopted a national policy and action plan for good governance, established a High
Authority to Combat Corruption, reorganized and expanded the judiciary, and, in May
2006, adopted a national policy to fight corruption. Most recently, Government has
agreed to review the institutional framework for the supreme audit institutions and other
oversight bodies to ensure sufficient independence and authority. Despite these efforts, a
perception of rising corruption in Burkina is pervasive, and has led to a 9-point decline in
the country’s ranking on Transparency International’s Corruption Perception Index
between 2005 and 2006. Ranked 79 out of 163 countries, Burkina nonetheless remains
among the better-ranked countries in Africa, but this status is at risk. Evidence from the
IDA-funded investment climate assessment shows bribes and informal payments to be
very high, while rules governing civil service ethics are weakly enforced, the judicial
system is inefficient and oversight bodies are timid. Stronger political will and leadership
are needed to send clear signals and visibly sanction offenders. An anti-corruption action
plan is a work-in-progress for Government, which would benefit from more systematic
analysis and clearer identification of the most effective actions in key areas.

29.  IDA leadership on public financial management. The PRSC series has been an
effective instrument for advancing the public financial management agenda in Burkina, in
areas such as,expenditure management, budget deconcentration, budget control and
procurement reform. The Bank serves as lead donor for the public finance commission,
one of six commissions in place for PRSP monitoring. The country has one of the highest
scores in Africa (9 out of 16 points) on the HIPC public financial management tracking
indicator. Most recently, IDA has worked with other donors in the common budget
support framework to introduce PEFA (Public Expenditure and Financial Assessment) as
the preferred monitoring tool. The Public Administration Capacity Building Project
complements the PRSC series, providing technical support to central ministries
responsible for implementing public sector reform and decentralization policy. IDA
recently approved an Institutional Development Fund grant to strengthen government
oversight agencies engaged in the fight against corruption. With respect to the judiciary,
IDA’s contribution is limited, but has supported measurable progress in harmonizing
Burkina’s business laws according to OHADA standards, training legal professionals in
commercial law and setting up an arbitration center to reduce the judicial caseload.



30.  Broadening IDA support for governance and anti-corruption. As part of the
mid-term review of the CAS, multi-stakeholder consultations were held in Burkina on the
Bank’s global strategy for governance and anti-corruption. Within Burkina, it was
recommended that Government needs to signal a stronger commitment in this area,
particularly by: i) ensuring de jure and de facto independence of oversight bodies; ii)
enforcing accountability mechanisms set up to sanction offenders and/or protect
individual rights; iii) enhancing rights and access to information; and iv) engaging civil
society more in decision-making processes and efforts to fight corruption. In support of
this, the Bank was asked to focus on strengthening country systems to ensure
transparency and accountability, go beyond the executive branch to support checks and
balances in government, and promote civic education and a broader engagement with
civil society. Finally, the Bank was urged to increase its own disclosure and streamline
procedures which may create opportunities for corruption within the portfolio. To this
end, a comprehensive governance and anti-corruption diagnostic is recommended for
more systematic analysis of constraints and recommendations for sequenced reforms.

V. IMPROVING AID EFFECTIVENESS

31.  The CAS supports Burkina’s implementation of the Paris Declaration on Aid
Effectiveness through a country program that adheres to the principles of alignment,
harmonization and a focus on results. More specifically, the CAS has supported the
establishment of a Technical Secretariat on Aid Effectiveness, a multi-donor team located
in the Bank’s Country Office with a mandate to assist Government and donors to
implement the Paris Declaration and monitor country-level progress. IDA aims to
improve its effectiveness through decentralization of decision-making, as well. Over two
thirds of IDA’s investment portfolio in Burkina (in net commitment terms) is now led
from the field, largely as a result of shifting leadership responsibilities to local staff.

32.  Increasing the focus on results. In the past two years, Government has
strengthened the results framework and institutional arrangements for CSLP monitoring
by focusing on a manageable set of results indicators for the Priority Action Plan and by
increasing the role of sector ministries and other actors in the six commissions
responsible for the annual performance review. The CAS results framework derives from
the CSLP, and has served as the foundation for the Bank’s annual Strategy Week
(Semaine de Réflexion). Strategy Week is used, inter alia, to monitor country progress
towards CAS results and assess the contribution of the Bank toward these results. Open
to all stakeholders, Strategy Week creates the necessary feedback loop to manage for
results. The results framework for each operation is then defined within the broader CAS
framework, with each operation supporting sector-level monitoring and evaluation to
underpin national CSLP monitoring.

33.  Adopting harmonized and programmatic approaches. The CAS calls for greater
movement toward programmatic approaches, through development policy lending
(budget support) and harmonized sector-wide approaches. Relative to the preceding two
years, the first two years of CAS implementation saw development policy lending rise
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from around 30 percent of IDA commitments to around 45 percent, and pooled sector-
wide approaches rose from 0 to 13 percent of commitments. These trends resulted from
an effort to integrate new sectors into the budget support framework (particularly
decentralized urban development and water supply), as well as shift support for health
and education services into pooled sector-wide approaches. At the mid-point of the
CAS, forty percent of investment operations rely on joint sector reviews rather than
Bank-specific supervision missions, as well as unified, sector-based reporting systems.
These elements are often present in the infrastructure sectors (road transport, water
supply, energy), where they can—and should—pave the way for increased harmonization
of fiduciary procedures and pooling of funds in future. Harmonization is least advanced
with respect to private sector development and agriculture/environment, although a new
consultation framework for rural development is encouraging. Annex 6 provides a
summary assessment of harmonization progress by sector.

34.  Strengthening core country systems and capacity for governance. Virtually all
sector operations contain elements of capacity building and systems strengthening. In the
area of core governance, the common budget support framework—including the Bank’s
PRSC series—has emerged as the dominant donor instrument to promote public financial
management. Progress in public financial management is one of three key disbursement
criteria, and Government has responded through adoption of a multi-year Strategy to
Strengthen Public Finances. The PRSC series has supported, in particular, reform of
budget information systems, deconcentration of budgetary processes, preparation of
medium-term expenditure frameworks, public procurement reform and strengthening of
tax administration. PRSC reforms are complemented by the IDA-funded Public
Administration Capacity Building program, which focuses on central ministries with
cross-cutting responsibility for public resource management and decentralization.

35.  Building capacity and systems beyond central government. Of particular
importance during this CAS period has been local capacity building supported by the
IDA-funded Community-based Rural Development (CBRD) Program. CBRD has built
the foundation for political decentralization adopted at end-2004 and implemented with
the first municipal elections in May 2006. With support from CBRD, nearly half of
Burkina’s rural communities established Village Development Committees and
strengthened local capacity for planning, executing and monitoring development projects.
A second phase of IDA support will begin in 2007, integrating new local government
structures into the community empowerment model. Building on results at the central
government and community level, IDA could do more to strengthen systems and capacity
in other branches of government and among other stakeholders in order to enhance good
governance. More comprehensive diagnostics in this area during the second half of the
CAS period are warranted.

VI. LOOKING AHEAD

36. The CAS for FY06-09 remains highly relevant for Burkina and is being
effectively implemented to deliver results in areas such as public resource management,
community development, private irrigation, water supply, education access and

11



combating HIV/AIDS. The combined impact of debt relief, IDA front-loading and future
IDA replenishment have made IDA availability in FY08-09 uncertain. Highest priorities
for FY08-09 include the continuation of the PRSC series (with stronger focus on cotton
sector and investment climate reform, as well as decentralization) and greater emphasis
on regional infrastructure networks, through Burkina’s participation in the Regional
Transit Facilitation Project and the West Africa Power Pool. Within the global envelope,
IDA availability for Burkina will depend on faster progress on policy reforms—
particularly structural reforms in areas such as investment climate, energy sector,
property rights and governance. In addition to their inherent development benefits, these
reforms will enhance Burkina’s standing on the Country Policy and Institutional
Assessment (CPIA) which is the key element of IDA’s performance-based allocation
system. A more structured discussion of the annual CPIA assessment in Burkina is
recommended.

37.  Managing cotton risk. The CAS identified the following key risks for growth
and poverty reduction: a) uncertain evolution of the world market price for cotton and the
dollar exchange rate; b) insufficient transparency and accountability in public resource
management and public procurement; c) continued sub-regional political instability; and
d) inadequate progress on administrative deconcentration and political decentralization.
Of these, the first two remain the most challenging, with the first materializing as a full-
blown crisis in the cotton sector. The CAS identified an IDA response to avoid
catastrophic collapse of the cotton sector. First, PRSC 7 has been scaled up to support
short-term Government recapitalization of the largest cotton company and
implementation of a new producer pricing mechanism. Cotton will remain at the center
of the reform agenda supported by this PRSC series, including definition of a medium-
term strategy to restore competitiveness, refinement of pricing mechanisms and bringing
of new private investors into the sector. Second, the IDA-funded private sector
development project will provide technical and financial support for the re-privatization
process. Finally, the rural development portfolio will focus on farm-level productivity
improvements for cotton, as well as agricultural diversification. Nonetheless, the
medium-term outlook for cotton in West Africa remains uncertain, posing a long-run risk
that will be studied in greater depth in the FY08 Country Economic Memorandum.

38.  Managing fiduciary risk. Through the public financial management focus of the
PRSC series and associated capacity building operations, IDA has sought to address the
risk of insufficient transparency in resource management and public procurement. As
consultations on governance and anti-corruption (GAC) made clear, however, a broader
approach is needed to strengthen country systems, focusing particularly on checks and
balances in government and involvement of civil society and mediating institutions. The
CAS will be modified to include comprehensive GAC diagnostics aimed at better
defining IDA strategy for the future. Despite considerable progress, country systems
remain weak, posing fiduciary risk for the IDA portfolio itself. In the second half of the
CAS period, the response to this risk will be strengthened by conducting an integrated
fiduciary assessment of selected operations in order to strengthen the transparency of
transactions and make recommendations for improved data gathering and analysis.
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39.

Summary recommendations. This mid-term progress report has identified a set

of recommendations to heighten the relevance and strengthen the effectiveness of CAS
implementation. These include:

Fine-tuning for greater effectiveness. While the relevance and effectiveness of
the CAS are broadly satisfactory, efforts should focus on areas where
implementation has been weaker such as road transport, private sector
development and public administration reform and capacity building.

Intensifying cotton sector response. Accumulated losses in the sector have
provoked a crisis requiring a stronger government and donor response. Existing
CAS instruments—including the PRSC series and agriculture operations—are
well-positioned to respond, focusing in particular on liberalization and
privatization of the sector, as well as productivity gains at the farm and factory
levels. Greater synergy among the Bank’s macroeconomic, agricultural and
private sector teams will be necessary to ensure appropriate skill mix and
technical support for cotton reforms.

Restructuring private sector support. Continuing to advocate at the highest
political levels for investment climate reform is recommended. The
Competitiveness and Enterprise Development Project should also be restructured
at mid-term to support acceleration of: a) cross-cutting investment climate reform;
b) reform and private entry in the energy sector; ¢) mining investments and
exports; and d) micro- and small-scale enterprise development.

Pursuing the harmonization agenda. Measurable progress has been made over
the past two years in harmonizing approaches in education, health, HIV/AIDS and
water supply. Further progress needs to be made by the Bank in the second half
of the CAS period to deepen harmonization in the social sectors, and begin the
process where donor interventions remain fragmented, such as transport, energy
and agriculture.

Systematically integrating gender focus. Many operations have positive benefits for
women and women’s groups. However, gender-disaggregated monitoring and
evaluation are rare, and systematic gender assessment would allow for better
targeting of interventions to overcome discrimination in women’s access to resources.

Monitoring fiduciary processes. Better tracking of procurement and contracting
processes is advised to strengthen transparency and competitiveness in public
actions as well as improve efficiency and responsiveness of Bank task teams. An
integrated fiduciary assessment of selected operations is recommended for FY08-
09, as well as tracking of Bank response times for non-objections.

Launching governance diagnostics. Bank strategy in support of the fourth CSLP

pillar should be enhanced through more systematic analysis of governance and
anti-corruption challenges and opportunities, complementing the current focus on

13



public financial management. Addition of a comprehensive diagnostic in the
second half of the CAS period is recommended.
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STANDARD CAS ANNEXES

ANNEX A2: COUNTRY AT A GLANCE

Burkina Faso at a glance

Age distribution, 2005

Male

60-84

45-49

30-34

15-19

0-4

percent

Female

Sub-
Key Development Indicators Burkina Saharan Low
Faso Africa income

(2005)
Population, mid-year (millions} 13.2 741 2,353
Surface area (thousand sq. km} 274 24,265 29,265
Population growth (%) 3.1 2.1 1.8
Urban population (% of total population) 18 35 30
GNI (Atlas method, US$ billions} 52 552 1,364
GNI per capita (Atlas method, US$) 400 745 580
GNl per capita (PPP, intemational $) 1,220 1,981 2,486
GDP growth (%) 7.1 53 7.5
GDP per capita growth (%) 38 3.1 56
{most recent estimate, 2000-2005)
Poverty headcount ratio at $1 a day (PPP, %) 29 44
Poverty headcount ratio at $2 a day (PPP, %) 71 75 .
Life expectancy at birth (years) 48 46 59
Infant mortality (per 1,000 live births) 96 100 80
Child malnutrition (% of children under 5) 38 29 39
Adult literacy, male (% of ages 15 and older) 29 73
Adult literacy, female (% of ages 15 and older) 16 . 50
Gross primary enrollment, male (% of age group) 64 99 110
Gross primary enroliment, female (% of age group) 51 87 99
Access to an improved water source (% of population) 61 56 75
Access to improved sanitation facilities (% of population) 13 37 38
Net Aid Flows 1980 1990 2000 2005
(USS$ millions)
Net ODA and official aid 210 327 335 860
Top 3 donors (in 2005):

France 56 85 82 80

Netherlands 18 35 16 54

Denmark 3 10 24 49
Aid (% of GNI) 10.9 10.5 12.9 12.8
Aid per capita (US$) 32 38 30 50
Long-Term Economic Trends
Consumer pnces (annual % change) 3.9 1.6 -0.3 5.7
GDP implicit deflator (annual % change) 8.7 14 5.3 21
Exchange rate (annual average, local per US$) 211.3 272.3 712.0 626.6
Terms of trade index (2000 = 100) 113 100 82
Population, mid-year (millions) 8.6 8.5 1.3 132
GDP (US$ millions) 1,929 3,120 2,611 5,624

(% of GDP)

Agriculture 28.4 278 37.5 398.0
Industry 19.8 20.2 18.8 20.4

Manufacturing 14.7 14.7 10.8 13.5
Services 51,7 52.0 43.8 40.6
Household final consumption expenditure 98.0 81.6 80.9 83.4
General gov't final consumption expenditure 8.2 13.2 12.6 11.0
Gross capital formation 15.1 18.2 22.7 224
Exports of goods and services 9.0 1.3 9.1 101
Imports of goods and services 31.3 243 256.3 251
Gross savings . 13.4 6.6 7.4

Under-5 mortality rate (per 1,000)

1890 1985

DBurkina Faso

2000 2005

3 Sub-Saharan Africa

Growth of GDP and GDP per capita (%)

10

~—O—GDP

00

GOP per capita

1980-90 1990-2000
(average annual growth %)

2.8
386

3.1
3.8
2.0
38

26
6.2
8.6

-0.4
26

28
4.0

4.2
23
1.6
45

3.7
-0.5
7.0

0.0
1.4

2000-05

3.2
5.1

5.8
27
22

12,0

6.8
26
8.2

6.6
11.3

Note: Figures in italics are for years other than those specified.

Development Economics, Development Data Group (DECDG).

2005 data are preliminary estimates. .. indicates data are not available.
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Burkina Faso

Balance of Payments and Trade 2000 2005
. Governance Indicators, 2000 and 2005
(US$ millions)
Total merchandise exports (fob} 206 466
Total merchandise imports (cif) 417 791 Voice and accountability
Net trade in goods and services -435 <747
Poiitical stability FESEEEEn
Workers' remittances and .
compensation of employees (receipts) 67 50 Reguiatory quality ==
Current account balance -352 -591 Rule of law
L - -
as a % of GDP 13.5 11.8 Contral of corruption
Reserves, including gold 244 463 75 100
: B2005 Country’s percentile rank (0-100)
Central Government Finance 02000 higher velie imply beter ratings
(% of GDP)
Revenue . 123 Source: Kaufmann-Kraay-Mastruzzi, Workl Bank
Tax revenue . 114
Expense
Technology and Infrastructure 2000 2005
Cash surplus/deficit
Paved roads {% of total) 16.0 31.2
Highest marginal tax rate (%) Fixed line and mobile phone
Individual " " subscribers (per 1,000 people) 7 51
Corporate - . High technology exports
(% of manufactured exports) 34 9.8
External Debt and Resource Flows
Environment
(US$ millions)
Tota!l debt outstanding and disbursed 1,456 2,115 Agricultural land (% of land area) 37 40
Total debt service 47 46 Forest area (% of land area) 253 24.8
HIPC and MDRI debt relief (expected; flow) 930 " Nationally protected areas (% of land area) . 15.4
Total debt (% of GDP) 54.8 39.5 Freshwater resources per capita (cu. meters) . 945
Total debt service (% of exports) 149 7.6 Freshwater withdrawal (% of internal resources) . 6.4
Foreign direct investment (net inflows) 23 19 CO2 emissions per capita {mt) 0.08 0.08
Portfolio equity (net inflows) -3

GDP per unit of energy use
(2000 PPP $ per kg of oil equivalent)

Composltion of total external debt, 2005

Private, 0 Short-term, 21 Energy use per capita (kg of oil equivalent)

Bilateral, 210
BatkGrou
1DA, 1,043 (US$ millions)
Other muiti-
lateral, 687 IBRD
Total debt outstanding and disbursed - -
Disbursements - -
Principal repayments - -
Interest payments - -
IMF, 104
US$ millions IDA
Total debt outstanding and disbursed 593 1,043
Disbursements 38 107
Private Sector Development 2000 2006 Total debt service 5 12
Time required to start a business (days) - 34 IFC (fiscal year)
Cost to start a business (% of GNI per capita) - 120.8 Total disbursed and outstanding portfolio 1 0
Time required to register property (days) - 107 of which IFC own account 1 ¢}
Disbursements for IFC own account 0 0
Ranked as a major constraint to business Portfolio sales, prepayments and
(% of managers surveyed who agreed) repayments for IFC own account 0 0
na. " .
na. . . MIGA
Gross exposure
Stock market capitalization (% of GDP) . " New guarantees

Bank branches (per 100,000 people)

Note: Figures in italics are for years other than those specified, 2005 data are preliminary estimates.
.. indicates data are not available. — indicates observation Is not applicable.

Development Economics, Development Data Group (PECDG).
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Millennium Development Goals Burkina Faso

With selected targets to achieve between 1990 and 2015
(estimate closest to date shown, +/- 2 years)

Goal 1: halve the rates for $1 a day poverty and malnutrition 1990 1995 2000 2005
Poverty headcount ratio at $1 a day (PPP, % of population) . 62.7 44.9 28.7
Poverty headcount ratio at national poverty line (% of population) . . 54.6 46.4
Share of income or consumption to the poorest qunitile (%) " . . 6.9
Prevalence of malnutrition (% of chiidren under 5) . 33 34 38

Goal 2: ensure that chlidren are able to complste primary schooling

Primary school enrollment (net, %) 29 . 36 45
Primary completion rate (% of relevant age group) 20 20 25 34
Secondary school enroliment (gross, %) 7 " 11 14
Youth literacy rate (% of people ages 15-24) . . . 31

Goal 3: eliminate gender disparity In education and empower women

Ratio of girls to boys in primary and secondary education (%) 62 " 70 77
Women employed in the nonagricultural sector (% of nonagricultural employment) 13 13 14 15
Proportion of seats held by women in national parliament (%) w 4 8 12

Goal 4: reduce under-5 mortality by two-thirds

Under-5 mortality rate (per 1,000) 210 204 196 191
Infant mortality rate (per 1,000 live births) 113 107 100 96
Measles immunization (proportion of one-year olds immunized, %) 79 43 59 84

Goal 5: reduce maternal mortality by three-fourths
Maternal mortality ratio (modeled estimate, per 100,000 live births) . - 1,000 "
Births attended by skilled health staff (% of total) . 42 31 38

Goal 6: halt and begin to reverse the spread of HIV/AIDS and other major di

Prevalence of HIV (% of population ages 15-49) - . . 2.0
Contraceptive prevalence (% of women ages 15-49) . 8 12 14
incidence of tuberculosis (per 100,000 people) 158 155 182 223
Tuberculosis cases detected under DOTS (%) " 11 17 18
Goal 7: halve the proportion of people without sustainable to basic noeds
Access to an improved water source (% of population) 38 . . 61
Access to improved sanitation facilities (% of population) 7 . " 13
Forest area (% of total land area) 261 . 253 248
Nationally protected areas (% of total land area) . 15.4

CO2 emissions (metric tons per capita) 0.1 0.1 0.1 0.1
GDP per unit of energy use (constant 2000 PPP §$ per kg of oil equivalent) . .

Goal 8: develop a global partnership for develop t

Fixed line and mobile phone subscribers (per 1,000 people) 2 3 7 51
Internet users (per 1,000 people) 0 0 1 5
Personal computers (per 1,000 people) 0 0 1 2
Youth unemployment (% of total labor force ages 15-24)

Educatlon indicators (%) Measles Immunization (% of 1-year olds) ICT indicators (per 1,000 people)

100 100 80
50
7 ottt 75
40
50
o__o,__o._o-—o——o"’o 50

30
20

1888 2000 2002 2005

1990 1905 2000 2005
--O—— Primary net enroliment ratio

O Fixed + mobile subscribers
B Intemet users

e} Ratio of girls to boys in primary & O Burkina Faso @ Sub-Saharan Africa
secondary education

Note: Figures in italics are for years other than those specified. .. indicates data are not available.

Development Economics, Development Data Group (DECDG).
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ANNEX B2: SUMMARY OF PORTFOLIO PERFORMANCE

1. As of March 1, 2007, the Burkina Faso active IDA and GEF portfolio included 16
projects, with a net commitment amounting to US$ 624.58 million. The GEF portfolio
consists of two projects with net commitments of US$ 11.0 million. Total undisbursed
balance is of US$ 400.3 million (see Tables B2.1-B2.2).

2. Over the long run, the Burkina portfolio has performed well, with independent
evaluation finding satisfactory development outcomes, likely sustainability and
substantial institutional development equaling or exceeding Bank-wide averages. The
overall quality of the portfolio is good: 94% and 82% of the rated projects have been
rated at least moderately satisfactory on development objective and implementation
progress respectively. Although there has been an increase in projects and commitments
at risk during this period, these are still lower than the regional averages.

3. The disbursement ratio was lower in FY0S5 at 18.4% (lower than the regional
average of 25.0%), but then picked up in FY06 to 25.2% dropping again to 17.9% in
FYO07. Nonetheless, these rates are at or better than regional performance. The FYO07
deterioration in implementation progress reflects two areas of particular concern: i)
effectiveness delays and poor ownership of the second transport sector program (recently
restructured); and ii) weak implementation of small operations related to public
administration reform and capacity building.

4. While Burkina Faso’s core public financial system works reasonably well, and
has significantly improved over the past few years, it still needs further strengthening.
Based on regular fiduciary supervision activities and the audit on 2005 accounts, the key
fiduciary risks in the portfolio have been identified as follows: (i) a substantial risk of
absorption of funds, (ii) a substantial risk of pre-financing, (iii) a modest risk of
transparency, and (iv) a modest risk of misuse of funds. Their main impacts on Bank
operations have been the slowness and non reliable physical realizations.

5. During this CAS period, the Government of Burkina Faso and the Bank have
worked together to address systemic implementation issues of the portfolio, including
simplification of project design and implementation arrangements, continuous effort to
build capacity in implementing agencies (e.g., IDF on public sector control institutions,
the administrative capacity building project, as well as Bank supervision missions) ,
increased use of country systems for procurement and financial management (education,
health and HIV/AIDS projects), and donor harmonization. The Bank further shifted its
strategic approach to strong emphasis on the use of budget support (e.g., use of PRSCs)
and sector wide support (e.g., SWAps in education, health, and HIV/AIDS).

6. Key characteristics of the portfolio include:

o New Commitments: As of April 1, 2007, six new projects were approved by the
Board, for a total of US$ 277.1 million. The pipeline includes three other projects
totaling US$ 138.8 million;

o Fluctuating disbursements: the disbursement ratio fell down from 20.0% in FY04
to 18.4 in FYO0S, then picked up to 25.2% in FY06, ending up at a current 17.9%
(as of April 6, 2007);

e Current average project age is 3.3 years old;
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¢ Projects at risk constitute about 18.8% of the portfolio (3 projects);

e Commitments at risk represent 20.0% of the portfolio (US$ 125.1million).

7. Challenges and Objectives. The Bank will continue to work closely with the
Government of Burkina Faso and increasingly with other Donors to remedy systemic
issues that adversely impact the implementation of the portfolio. Specifically, the Bank

plans to:

o Continue simplification of fiduciary procedures and increased reliance on country

systems;
e Continue building administrative capacity;

o Continue reliance on budget support and increase the use of SWAps, along with

further harmonization with other Donors;
o Intensify IDA field presence.

Table B2.1: Burkina Faso Selected Indicators of Bank Portfolio Performance and Management,

FY04-07
Indicator FY04 FY05 FY06 FYo7
Number of Projects under Implementation 15 13 16 16
Commitment Amount (US$M) 601.3 655.9 670.6 684.6
Net Commitment Amount (US$M) 525.3 469 610.6 624.6
Average Implementation Period (years) 32 1.3 1.6 33
Total Disbursed (US$M) 171.6 1142 198.1 268.8
Total Undisbursed Balance (US$M) 380.9 383 450.4 400.3
Undisbursed Balance at FY (US$M) 391.8 3814 3914 458.1
Disbursement Ratio (%) 20.0 18.4 252 17.9
M&E (%) 7.0 23.0 6.0 13.0
Projects at Risk (%) 6.7 154 11.5 18.8
Commitments at Risk (%) 7.9 9.1 15.5 20.0
Realism (%) 100 100 100 100
Proactivity (%) 50 100 100 n/a
Field Managed (%) 26.7 23.1 313 31.3

Source: BW
Data updated on: 04/05/2007

Table B2.2: Burkina Faso Selected IEG Indicators, FY00-FY05

IEG Indicator FY00-FY05 FY05
Net Disconnect 6.3 0
Outcome % Satisfactory 81.3 80
Sustainability % Likely 93.8 80
Inst Dev Impact % Substantial 61.5 60
Number of Projects Evaluated 16 5
Bank Performance at Entry 61.5 80
Bank Performance at Supervision % Satisfactory 76.9 75
Bank Overall Performance % Satisfactory 81.3 80
Borrower Performance at Preparation % Satisfactory 85.7 n/a
Borrower Performance at Implementation % Satisfactory 78.6 80
Borrower Performance at Compliance % Satisfactory 87.5 80
Borrower Overall Performance % Satisfactory 81.3 80
ICR Quality % Satisfactory 80 100

Source: BW
Data updated on: 04/05/2007
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ANNEX B3: IBRD/IDA PROGRAM SUMMARY

Proposed IBRD/IDA Base-Case Lending Program®

sy Sraegie ot Inlenenat

2006  Health/HIV/AIDS Sector-Wide Program 377 H H
PRSC6 60.0 H M
Agricultural Intensification & Marketing 45.0 H M
Decentralization Capacity Building 10.0 H M
Regional Aviation 23 H H
Result Country 155.0
Regional Aviation 4.6
Result Indicative Program 159.6

2007  Rural Energy 40.0 H M
PRSC7 70.0 H M
Community Based Rural Devt. II 50.0 H M
Result Country 160.0

2008 PRSCS8 80.0 H M
Regional Transit Facilitation 15.0 H H
West Africa Power Pool 10.0 H H
Result Country 105.0
Regional Transit Facilitation 30.0
West Africa Power Pool 20.0
Result Indicative Program 155.0

2009 PRSCH 90.0 H M
Education Sector-Wide Program 30.0 H M

Agricultural Intensification II/ West African 200 H M
Agricultural Productivity Program '

Result Country 140.0

Agricultural Intensification II/ West African

Agricultural Productivity Program 400
Result Indicative Program 180.0
Overall Result Country 560.0
Overall Result Indicative Program 654.6

? Initial program from CAS dated May 12, 2005 (Report No. 32187)
°H: High ; M: Moderate ; L: Low
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ANNEX B3: IFC/MIGA PROGRAM SUMMARY

Burkina Faso - IFC and MIGA Program, FY 2004-2007

2004 2005 2006 2007

IFC approvals (US$m) 0.0 1.6 0.0 103
Sector (%)

Finance & Insurance 77.7
Transport & Warehousing 213
Accommodation & Tourism Services 100

Investment instrument (%)
MIGA guarantees (US$m) 00 383 6.1 1.9

ANNEX B4;: SUMMARY OF NON-LENDING SERVICES

Burkina Faso

As of Date 05/015/07
Completion
Product FY Cost (US$000) Audience” Objectiveb/
Recent completions
Investment Climate Assessment FY06 76 G,D,B K,P
Labor Market Study FYO06 158 G,D,B K, P
Trade - Diagnostic Trade Integration Study FYO07 204 G,D,B K,P
Decentralization Study FYO07 52 G,D,B K,P
Financial Sector Assessment FYO07 166 G,D,B K,P
Underway
PEFA / CFAA FYO07 24 G,D,B K,D,P
Labor Market Study (dissemination) FYO07
Export Diver. & Cluster Development FY08
Planned
Decen. Study (Dissemination) FYO08
Country Economic Memorandum (CEM) FYO08 - G,D,B K, P
Education Sector Review FYO08 G,D,B,P K, P
Public Expenditure Review FY09 -- G,D,B,P K,D,P
Poverty Assessment FY09 - G,D,B,P K,D,P
Country Integrated Fiduciary Update FY09 -- G,D,B,P K,D,P

¥ Government, donor, Bank, public dissemination.
¥ Knowledge generation, public debate, problem-solving.
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ANNEX B5: BURKINA FASO SOCIAL INDICATORS

Latest single year

Same region/income group

1980-85 1990-95

POPULATION
Total population, mid-year (millions) 7.4 9.8

Growth rate (% annual average for period) 2.3 2.8
Urban population (% of population) 12.3 15.1
Total fertility rate (births per woman) 7.5 7.0
POVERTY
(% of population)
National headcount index

Urban headcount index

Rural headcount index
INCOME
GNI per capita (US$) 220 240
Consumer price index (2000=100) 67 89
Food price index (2000=100) 79 86
INCOME/CONSUMPTION DISTRIBUTION
Gini index . 50.7

Lowest quintile (% of income or consumption)

Highest quintile (% of income or consumption)

SOCIAL INDICATORS

Public expenditure
Health (% of GDP) . "
Education (% of GDP) " 2.6

Net primary school enroliment rate

(% of age group)

Total . 29
Male . 35
Female " 23

Access to an improved water source
(% of population)

Total . 38
Urban . 61
Rural " 34

Immunization rate
(% of children ages 12-23 months)

Measles 38 43
DPT °] 34
Child malnutrition (% under 5 years) . 33
Life expectancy at birth
(years)

Total 48 46
Male 47 45
Female 50 47

Mortality

Infant (per 1,000 live births) 123 107

Under 5 (per 1,000) 220 204

Adult (15-59)

Male (per 1,000 population) 467 429
Female (per 1,000 population) 362 338

Maternal (modeled, per 100,000 live births) .

Births attended by skilled health staff (%) . 42

1999-2005

13.2
3.1
18.3
6.5

46.4
19.2
52.4

400
116
108

39.6

47.2

2.6

61
94
54

78
88
38

48
48
49

97
192

427
400
1,000
38

Sub-
Saharan
Africa

741.4
2.3
35.2
5.5

745
127

2.4
3.4

56
80
43

64
64
29

47
47
48

100
168

489
467
921

42

Low-
income

2,353.0
1.8
30.0
3.7

580
128

80
83
77

58
59

80
122

298
244
684

41

Note: 0 or 0.0 means zero or less than half the unit shown. Net enroliment rate: break in series between 1897 and 1998 due to
change from ISCED76 to ISCED97. Immunization: refers to children ages 12-23 months who received vaccinations before one

year of age or at any time before the survey.

World Development Indicators database, World Bank - 25 September 20086.
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ANNEX B6: BURKINA FASO KEY ECONOMIC INDICATORS

National accounts
(as % GDP at current
market prices)

Gross domestic product
Agriculture®

Industry®
Services"

Total Consumption
Gross domestic fixed
investment
Government investment
Private investment
(includes increase in
stocks)

Exports (GNFS)®
Imports (GNFS)

Gross domestic savings
Gross national savings®

Memorandum items
Gross domestic product
(US$ million at current
prices)

Real annual growth rates
(%, calculated from 1985
prices)

Gross domestic product at

market prices

Gross Domestic Income

Real annual per capita
growth rates (%, calculated
from 1985 prices)
Gross domestic product at
market prices
Total consumption
Private consumption

Balance of Payments
(USSm)

Exports (GNFS)®
Merchandise FOB

Imports (GNFS)°
Merchandise FOB

Resource balance

Net current transfers

(including official current

transfers)

Current account balance

(after official capital grants)

Net private foreign direct
investment

Change in reserves®

Memorandum items
Resource balance (% of
GDP at current market

100.0
37.5
18.6
43.9

97.6
18.9

8.4
10.1

9.1
25.2

2.4
4611.6

2615

2.7%

-0.9%

-0.3%

-1.7%
-5.6%

2370
205.6

672.6
517.7
-435.6
120.5

-287.9

23.6

-16.7%

100.0
40.2
17.6
42.2

96.0
18.6

8.0
10.4

9.1
23.6

4.0
43357

2862

6.8%

7.8%

3.6%

3.7%
4.2%

260.2
223.6

693.1
534.5
-432.9
124.0

-278.0

11.7

4.9

-15.1%

100.0
394
19.1
41.5

95.9
17.4

7.1
10.3

8.9
222

4.1
3943.0

3292

5.1%

318%

1.8%

0.7%
0.1%

293.8
245.9
749.4
5778
-455.6
129.7

-160.2

-13.8%

100.0
40.4
18.6
41,0

96.1
16.5

6.2
10.3

8.4
21.0

3.9
4846.0

4355

6.3%

8.3%

2.9%

5.8%
7.2%

366.0
3203

938.4
686.6
-572.4
210.9

-213.8

28.7

-321.4

-13.1%

23

100.0
38.4
19.7
41.9

93.5
18.7

7.7
11.0

10.5
22.6

6.5
37239

5152

4.6%

6.0%

1.4%

0.0%
-1.1%

539.4
470.7

1190.5
869.0
-651.1
191.5

-264.7

114.7

-12.6%

100.0
39.8
19.3
40.9

94.8
18.5

7.5
11.0

9.8
231

5.2
3648.5

5708

7.1%

4.3%

3.8%

2.6%
2.4%

560.1
466.2

1355.8
996.7
~795.7
208.0

+353.1

208.7

-13.9%

100.0
39.0
204
40.6

95.7
17.4

7.4
10.0

10.7
239

4.3
3151.6

6184

6.4%

5.1%

2.5%

2.8%
2.5%

663.8
560.7

1518.5
1121.3
-854.7

194.6

954.8

-42.0

-13.3%

100.0
38.4
20.9
40.6

93.6
18.1

7.6
10.5

1.1
22.9

6.4
3161.4

6883

6.5%

6.6%

2.9%

1.5%
1.9%

764.1
647.7

1616.6
1190.9
-852.5

217.2

-365.5

34.6

-22.1

-12.4%

100.0
37.8
21.6
40.6

92.7
18.4

7.6
10.8

11.2
22.2

7.3
2769.7

7503

6.3%

6.3%

3.1%

22%
1.9%

842.7
714.5

1714.1
1262.0
-871.4

207.3

-384.8

-27.2

-11.6%

100.0
37.3
22.2
40.6

91.9
18.3

7.9
10.5

11.3
215

8.1
1233.0

8192

6.1%

6.6%

3.2%

2.7%
2.7%

926.8
786.7

1812.1
1331.0
-885.3

100.3

-499.4

-33.7

-10.8%



ANNEX B7: KEY EXPOSURE INDICATORS

Estim
Actual ate Projected
Indicator 1996 1997 1998 1999 2000 2001 2002 2003 2004 _ 2005 2006
Total debt outstanding and 1302 1304 1464 1588 1426 1496 1548 1736 1967
disbursed (TDO) (US$m) ¥
Net disbursements (US$m) ¥ 81 73 69 131 47 117 70 100 189
Total debt service (TDS) 49 51 54 65 47 38 45 48 66
(US$m) ¥
Debt and debt service indicators
(%)
TDO/XGS ¥ 3141 351.1 311.4 4163 4555 469.0 4252 399.7 3269
TDO/GDP 45.1 48.0 473 533 54.5 51.3 47.0 39.9 38.2
TDS/XGS 117 13.8 11.5 16.9 15.0 11.9 11.4 11.0 10.9
Concessional/TDO 83.9 83.1 83.6 g1.5 81.3 84.1 87.3 89.3 91.2
IBRD exposure indicators (%)
IBRD DS/public DS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Preferred creditor DS/public 84.8 81.1 834 797 81.8 78.4 85.8 75.1 68.4
DS (%) ¢
IBRD DS/XGS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
IBRD TDO (US$m) ¢ 0 0 0 0 0 0 0 0 0
Of which present value of
guarantees (US$Sm)
Share of IBRD portfolio (%) . . . . " . . " "
IDA TDO (US$m) ¢ 636 636 710 753 592 636 745 861 1027
IFC (US$m)
Loans
Equity and quasi-equity ¢
MIGA
MIGA guarantees (US$m)

¥ Includes public and publicly guaranteed debt, private nonguaranteed, use of IMF credits and net short-term capital.
"XGS" denotes exports of goods and services, including workers' remittances.

% Preferred creditors are defined as IBRD, IDA, the regional multilateral development banks, the IMF, and the Bank for

International Settlements.

¢ Includes present value of guarantees.
¢ Includes equity and quasi-equity types of both loan and equity instruments.
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CAS PROGRESS REPORT ANNEXES

ANNEX 1: THE COTTON SECTOR IN BURKINA FASO:
CURRENT SITUATION AND PROSPECTS

1. Over the past decade, cotton production has increased by an average of 17 percent p.a.
making Burkina the largest producer of cotton in sub-Saharan Africa with a total production of
730,000 tons of seed cotton in 2005/2006. There are about 250,000 households and 1.5 million
people who depend, either directly or indirectly, on cotton production for their livelihood. This
performance was the result of important sector reforms aimed at improving competitiveness,
notably: (i) the privatization in 1999 of the state owned cotton monopoly SOFITEX which
reduced the state holding in the company to 35 percent; (ii) the abolition in 2004 of the exclusive
rights (monopoly) for SOFITEX to service the sector, thus allowing the entry of 2 new cotton
companies (SOCOMA and FASO COTON hold 15 percent of the market); and (iii) creation in
2005 of an institutional set-up for self-governance of the sector by its stakeholders (producers
and ginning companies) without participation of the state.

2. At the end of this reform process, the role of the state in the cotton sector was reduced to a
minority shareholding in SOFITEX, compared to the period prior to 1999 when SOFITEX was a
state owned monopoly. However, these reforms took place against increasingly difficuit
international market conditions for cotton, triggered by a sharp decline of international cotton
prices in 2002 and compounded by a cumulative appreciation of the Franc CFA vis-a-vis the US
dollar of about 12 percent since 2001. This resulted in a gradual decline of the export price for 1
kg of ginned cotton from Franc FCFA847 in 2001 to Franc FCFA637 in 2006. The absence of
an adequate price setting mechanism to more closely align the producer price with the
international cotton price trend caused substantial financial difficulties for the cotton companies
and put the sector under financial stress. As a result, the three ginning companies assumed most
of the adjustment costs and accumulated deficits over 2004 to 2006, amounting to about US$93
million. In a privatized and liberalized sector, the state took a principled stance against
Government price supports, expecting private stakeholders to make necessary adjustments in the
sector. The Government’s stance on this question underscores its commitment to the sector’s
privatization strategy and its overall objective to minimize state intervention in the sector.

3. In late 2006, the banking sector, which typically pre-finances the cotton season, refused to
finance the 2007-2008 campaign unless the sector was put back on a better financial footing.
Three sets of actions are currently being implemented by sector operators to restore the financial
viability of the sector: (1) all three cotton companies have announced their recapitalization plans;
(2) the domestic producer price setting mechanism is being reformed to more closely align the
producer price with the international cotton price trend, and to broker a better commercial risk
sharing between producers and cotton companies; and (3) efforts continue to improve the
productivity of cotton production.

4.  To avoid a collapse of the sector over the short-term, the Government decided to provide a
guarantee of US$100 million to the commercial banks to facilitate adequate financing of the
2007 season and allow for time to settle the recapitalization negotiations. Also, the largest cotton
company, the ex-parastatal SOFITEX, launched its recapitalization effort in late 2006. In early
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2007, its largest private investor DAGRIS decided not to participate in the recapitalization, the
main reason being that DAGRIS, a company held by the French State, is in the process of being
privatized and could therefore not commit at this stage to avoid prejudicing its potential buyer.
The Government agreed to refinance SOFITEX by covering its shares (35 percent) and an
additional 26 percent to make up for the non-subscription of DAGRIS, in order to meet the 75
percent of minimum capital subscription mandated by the OHADA law.’ The direct costs to the
Government amount to a maximum of US$46 million (or 0.7 percent of GDP), of which US$ 24
million have already been advanced by the Government in early 2007. After the recapitalization,
the Government share in SOFITEX would amount to 58 percent.

5.  The evolving status of DAGRIS has not allowed for an adequate entrepreneurial response
to the sector’s financial problems, forcing the Government to step in on a transitory basis.
Increased Government ownership of SOFITEX, following its recapitalization, does not affect the
vision the Government has for the sector, nor does it imply a reversal of the sectoral reforms
implemented since 1999. The take-over became necessary to stabilize the sector in the face of the
current financial crisis, while the sector’s long term financial viability is restored through a
revision of the cotton price setting mechanism to align the producer price more closely with the
international cotton price trend and productivity gains in cotton companies. Such a mechanism
should allow better risk sharing between producers and ginning companies and reduce the
financial liabilities on the Government budget of further international cotton price changes. The
Government of Burkina Faso continues to be convinced that private sector participation in the
sector is best to enhance the sector’s growth potential and competitiveness. Thus, the
Government has confirmed its commitment to maintain a minority involvement in the sector and
to transfer shares back to the private sector as soon as private investors can be found.

6.  The price mechanism is envisaged to be complemented by a stabilization fund, whose
prime objective is to balance out volatility in international cotton prices for the benefit of cotton
growing farmers. The Government expects the national stabilization fund will be a farmer-
ginner operated instrument without recourse to Government finance so as not to increase
Government’s contingent liabilities.

5 One percent of the shares is owned by a private domestic investor and will be maintained.

28



Overarchin
g Objectives
of Poverty
Reduction
Strategy

Priority
Country
Outcomes

Country
QOutcomes
to which
CAS
Contributes,

ANNEX 2: SUMMARY CAS RESULTS FRAMEWORK

Accelerated and Shared Growth
Reduced Poverty and Improved
Social Welfare

T

Strategic
Objective 1:
Accelerated and
Shared Growth

Strategic
Objective 2:
Improved Access to
Basic Social
Services

Strategic
Objective 3:
Increased
Employment and
Income

Opportunities for the

Poor

Strategic
Objective 4:
Better Governance
with Greater
Decentralization

1.1 Increased
Regional
Integration

1.2 Expanded and
Diversified
Export Earnings

1.3 Improved
Investment
Climate

1.4 Efficient
Economic
Infrastructure

1.1 Improved Access
to, and Quality
of Basic
Education

1.2 Improved Access
of the Poor to
Health and
HIV/AIDS
Services

1.3 Increased Access
to Potable Water
and Sanitation
Services

1.4 Better Targeted
Social
Protection

3.1 Enhanced Labor
Market
Flexibility

3.2 Increased
Economic
Opportunities
for Women

3.3 Reduced Risk
and Increased
Revenues for
Rural
Households

3.4 Community-
based Natural
Resource
Management

3.5 Expanded
Access to Rural
Infrastructure

4.1 A more Efficient
and Judiciary for
Commercial
Cases

4.2 Improved Public
Resource
Management in
a Decentralized
Context

4.3 Increased Local
Capacity and
Participation in
Public Policy
Decisions
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ANNEX 4: INITIAL CAS LENDING PROGRAM, DELIVERED PROGRAM (FY06-07), AND
REVISED PROGRAM (FY08-09)

Fiscal Uss$ Uss$
Year Planned Operations (millions) Delivered Operations (millions)
2006  Poverty Reduction Support Credit 6 60.0 Poverty Reduction Support Credit 6 60.0
Health and HIV/AIDS Sector 37.7 Health and HIV/AIDS Sector 477
Support Program Support Program
Agricultural Intensification and 45.0 Agricultural Intensification and 66.0
Market Development Market Development
Decentralized Urban Capacity 10.0 Decentralized Urban Capacity Delayed
Building Building
Regional Aviation Safety 1.3 Regional Aviation Safety 1.3
Post-primary Education Project 11 23.0
Result-Country Program 1550  Result-Country Program 199.1
Regional Aviation Safety 4.6 Regional Aviation Safety 4.6
Result-Indicative Program 159.6  Result-Indicative Program 203.7
2007  Poverty Reduction Support Credit 7 70.0 Poverty Reduction Support Credit 7 delayed
Community Based Rural 50.0 Community Based Rural 75.0
Development II Development IT
Decentralized Urban Capacity 10.0
Building
Rural Energy Access Project 40.0 Rural Energy Access Project delayed
Result-Country Program 160.0  Result-Country Program 85.0
Initial CAS Revised CAS
2008  Poverty Reduction Support Credit 8 80.0 Poverty Reduction Support Credit 7 90.0
Rural Energy Access Project 38.8
Regional Biosafety Project 1.2
Regional Transit Facilitation 15.0 Regional Transit Facilitation 15.0
West Africa Power Pool 10.0 West Africa Power Pool delayed
Africa Institute for Science and 5.0
Technology
Result-Country Program 105.0  Result-Country Program 150.0
Regional Biosafety Project 24
Regional Transit Facilitation 30.0 Regional Transit Facilitation 30.0
West Africa Power Pool 20.0 West Africa Power Pool delayed
Result-Indicative Program 155.0 Result-Indicative Program 1824
2009  Poverty Reduction Support Credit 9 90.0 Poverty Reduction Support Credit 8 80.0
Potable Water Supply 11 60.0
Natural Eco-systems Mgt. II 30.0
Education Sector-Wide Program 30.0 Education Sector-Wide Program advanced
. . . Agricultural Intensification II/ West advanced
Agricultural Intensification II/ West ) . o
African Agric Productivity Program 20.0 African Agric Productivity Program
West Africa Power Pool 20.0
Result-Country Program 140.0  Result-Country Program 190.0
Agricultural Intensification II/ West
African Agricultural Productivity 40.0 West Africa Power Pool 40.0
Program
Result Indicative Program 180.0  Result Indicative Program 230.0
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