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Recent Economic Developments

The primary sector (mining apart) accounted for
30 per cent of GDP in 2005 and had a mixed year. After
a poor 2004/05 harvest which caused a food crisis
during the dry season, the very good 2005 rainy season
produced an exceptional 2005/06 harvest and the sector
grew 13.5 per cent by volume in 2005.

The food crisis lasted from May to September 2005.
Parts of three Sahel region provinces in the north
(Soum, Seno and Oudalan) had already been hit by
drought as well as by the summer 2004 locust invasion.
Cereal prices were immediately affected in markets in
the north (the price of a sack of maize rose 37 per cent
between September and October 2004 in Dori and
25 per cent in Gorom-Gorom) and the inflation spread
quickly to food markets in Ouagadougou (a 26 per cent
increase in Sankaryare market). The crisis took hold in
about 20 provinces in eight regions (Sahel, Nord,
Centre-Nord, Centre, Plateau-Central, Centre-Ouest,
Centre-Est and Est) in 2005. The price of maize jumped
more than 50 per cent between January and June
throughout the country. A 100 kg sack in the capital
cost more than 27 000 CFA francs in September 2005
(compared with about 10 000 CFA francs normally).

The seriousness of the crisis was a surprise. Several
factors were involved. The 2004 rainy season had been
poor (though still average for the previous five years)
and its geographical distribution across the country
and timing were very uneven. Pockets of drought very
quickly appeared and rainfall was too irregular to
produce a good crop of maize, the country’s most-
traded cereal. The cereal shortage and higher prices
were aggravated by speculation by some traders, who
hoarded grain until prices rose before selling it. Cereals
were exported to neighbouring Mali and Niger, which
also had food crises, causing further shortages in Burkina
Faso and a sub-regional supply crisis. Exact figures on
merchants’ stocks and cereal export volumes are not

available to show the relative influence of these factors.

The food crisis was dealt with in several stages.
Cereals were handed out free in October and
November 2004 and then sold at subsidised prices —

2 000 tonnes in February 2005 (at 5 500 CFA francs
a sack compared with the market price of 10 000 CFA
francs), 7 000 tonnes in July and 5 000 in August and
September (at 10 000 CFA francs a sack, against a
market price of more than 20 000 CFA francs).
Emergency food aid by the government totalled more
than 15 000 tonnes. NGOs helped greatly to ease the
crisis, providing 10 000 tonnes free or at low prices,
as did private donors (3 000 tonnes). The national
food security stock management body Sonagess will in
future be allowed to buy up cereal stocks to help with
a new crisis. The stocks have hitherto simply been
budgeted for. The total reconstitution of these

emergency stocks is vital.

The 2005/06 cereals harvest, thanks to very good
rainfall from May to October 2005, should exceed
4 million tonnes (up from the previous one’s 2.9 million)
and produce a surplus of more than 1 million tonnes.
Locusts did not appear in 2005, despite fear that eggs
laid during the 2004 invasion would hatch. The
authorities are on the alert, as it is not known when
the insects will return. The good harvest pushed prices
down and the price of a sack of maize fell by about a
third between September and November 2005 in most

markets. It should return to a moderate price in 2006.

The 2004/05 cotton harvest was a record
640 000 tonnes of cottonseed and farmers were all
paid 210 CFA francs a kg despite some collection
problems in the Est region. But average world prices
were low and the three main cotton firms ran up a
combined deficit of 30 billion CFA francs. The banks
(an international consortium for Sofitex and local banks
for Faso Coton and Socoma) still agreed to fund
purchase of inputs for the 2005/06 season. The 2005/06
harvest should reach 720 000 tonnes but the price to
farmers will only be 175 francs CFA/kg. The new price
was announced before sowing but after loans for inputs
had been decided. The cotton firms should recover
somewhat with this drop of more than 15 per cent in
the price to growers. They are also counting on better
world prices to restore the industry’s balance. Export
costs will remain high until arterial roads are repaired
and security is guaranteed for rail traffic through Céte

d’Ivoire.
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Figure 2 - GDP by Sector in 2004 (percentage)
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Figure 3 - Sectoral Contribution to GDP Growth in 2004 (percentage)

Primary sector

Mining and manufacturing

|

|

|

|

|

|

|

|

|

|

|

|

|

Construction |
|

1

|

|

|

|

) |
Services |
|

|

|

|

|

Government services

Value Added

Volume

0 1 2 3 4 5

Source: Authors’ estimates based on Ministry of Economy and Finance data.

The secondary sector (including extractive
industries) contributed 20 per cent of the country’s
total added value in 2005. It has been badly hit by the
Ivorian crisis, and temporary or permanent closure of
factories in 2003 and 2004 weakened industrial
prospects already greatly limited by lack of large
processing plants. The sector also suffers from the
shortage and high cost of factors of production

(electricity, oil products and transport of raw materials)

and so manufacturing (12 per cent of GDP) grew only
slowly by volume in 2005 (1.3 per cent). Construction
(5 per cent of GDP) showed healthy growth (5.1 per
cent) because of increased property investment begun
in 2004 (government urban renewal plans and a boom
in private construction around Ouagadougou) and
major efforts to build roads and other infrastructure.
Extractive industries registered 26 per cent growth but

were less than 0.1 per cent of GDP. The energy sector
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(electricity, gas and water) accounted for just over 2 per

cent of GDP and grew 5.3 per cent.

Mining exploration was spurred by record world
prices for gold and precious metals in 2005. The country
still has no mining infrastructure. The most advanced
project is at Taparko, between Kaya and Dori, run by
the Canadian firm High River Gold. The mine should
start producing by the end of 2006 at the earliest and
produce 100 000 ounces a year from estimated reserves
of at least 600 000 ounces. Many other mining projects
are under way elsewhere in the country. Construction
of the Younga gold mine, in Zabre province (near the
Ghanaian border) officially began on 17 October 2005.
The biggest project, at Essakan, near the north-eastern
town of Dori (near the Niger border), is run jointly by
the South African firm Gold Fields and the Canadian
firm Orezone and could have reserves of several million
ounces. Test boreholes are being drilled. Alluvial gold
exports rose to an estimated 10 billion CFA francs in

2005 (from 7 billion in 2004).

Growth in the secondary sector slowed to 3 per cent
in 2005 (down from 9.8 per cent in 2004) but should
be boosted in 2006 and 2007 by major infrastructure

projects funded by the government and aid donors.

The tertiary sector, which also slowed to 3 per cent
(from 8 per cent in 2004), provided 50 per cent of GDP
in 2005, mainly through import-export activity and
telecommunications. The trade sector (14 per cent of
GDP) grew 17 per cent. Mobile phones are booming

and the number of users has increased by more than

15 per cent annually in recent years. The opening-up
of the sector since 2000 has lowered charges and brought
in three main firms — Celtel, Telecel, and Telmob, a
subsidiary of Onatel — with a combined annual income
of more than 80 billion CFA francs (about 3 per cent
of GDP). The sector should continue to grow in the
next few years, driven by privatisation of Onatel, the
end of its fixed-line monopoly on 31 December 2005
and better communication infrastructure through
greater bandwidth and connections with the outside
world. Fixed phones are also expanding with a big
increase in the number of call-centres in 2005 to about
12 000.

Overall growth was about 5.4 per cent in 2005,
boosted by the very good 2005/06 harvest that
considerably swelled stocks at the end of the year and
by a 22.2 per cent volume increase in exports arising
from excellent 2004/05 cotton production. Household
consumption grew 4.1 per cent as a result of higher
income from cotton, though food prices also went up.
Investment rose thanks to a 10 per cent increase in

private sector funding.

The exceptional 2005/06 food-crop harvest
promises economic growth of 7.6 per cent in 20006,
driven by an expected 8.9 per cent increase in household
consumption. Exports will continue to increase (a
predicted 8.1 per cent in 2006) because of higher
cotton output. Government investment should rise by
10 per cent. Forecasts for 2007, based on average
expected agricultural production, include a 15 per cent

jump in private investment arising from implementation

Table 1 - Demand Composition (percentage of GDP)

1997 2002 2003 2004 2005(e) 2006(p) 2007(p)

Gross capital formation 28.7 18.6 20.5 20.5 21.6 22.2 23.8
Public 134 10.9 11.1 115 11.9 12.2 12.9
Private 15.2 7.7 9.5 9.0 9.7 9.9 11.0
Consumption 87.9 94.1 92.2 90.0 90.5 90.6 89.5
Public 16.6 221 20.8 19.7 20.0 19.0 18.5
Private 71.3 72.0 71.4 70.3 70.5 71.6 71.0
External sector -16.6 -12.7 -12.7 -10.5 -12.1 -12.7 -13.3
Exports 11.3 9.0 8.8 104 10.9 11.2 10.8
Imports -27.9 -21.7 -21.5 -20.9 -23.0 -23.9 -24.2

Source: INSD data; estimates (e) and projections (p) based on authors’ calculations.

African Economic Outlook

© ADB/OECD 2006



Burkina Faso

of structural reforms and infrastructure projects vital
to the landlocked country, such as road repairs, electricity
link-ups and building of dams. Steady improvement
in budget management and relations with development
partners should enable the government to take a leading
role in 2006 and 2007 and a 10 per cent increase in
state investment is expected over these two years. If
cotton production stays high, exports should grow
somewhat, but the size of harvests and changing trade
terms are hard to predict. The economy is thus growing
strongly but is fragile and remains vulnerable to the

weather and world commodity prices.

Macroeconomic Policies

Fiscal Policy

Inflation returned to several member countries of
the West African Economic and Monetary Union
(WAEMU) in 2005. Burkina Faso registered about
5 per cent as a result of the food crisis and higher oil
prices. Public sector workers’ salaries went up in 2004
(4 per cent), followed by similar rises for banking and
insurance workers. Loans to the economy grew 7.6 per
cent in 2005 (according to the Central Bank of West
African States — BCEAO). The expected very good
harvest should drive down consumer prices and more
moderate inflation is expected in the next few years.
But the cost of oil could further increase consumer
prices although consumers adjusted to them, notably
by cutting use of motor transport. The oil-importing
firm Sonabhy, after trimming its margins to limit pump
price increases, will have to pass on the higher price per
barrel. Lower tax on oil products, unlikely anyway,
would not be enough to make up for the rise in world

prices.

The country will not meet all the WAEMU’s
primary convergence criteria in 2005. Inflation (5 per
cent) exceeded the WAEMU's ceiling of 3 per cent. The
basic fiscal balance criterion of a having a zero budget
deficit will not be met either, with 2004’s 1.4 per cent
deficit increasing slightly to 1.6 per cent in 2005.
Growth in spending (excluding debt-relief funds and

externally-funded public investment) is now 11 per
cent, while budget revenue (excluding grants) is only
growing by 9 per cent. Other primary criteria will be
met. Public external debt stabilised in 2005 at 34.8 per
cent of GDD, helped largely by debt relief received
under the Enhanced Heavily Indebted Poor Countries
(HIPC) Initiative. Burkina Faso reached completion
point in 2002. The country will therefore meet the
criterion of public debt being under 70 per cent of
GDP. Non-accumulation of payment arrears in the

2005 budget also meets the final primary criterion.

Public finances in November 2005 showed a
continuing steady rise in tax revenue (of 10 to 15 per
cent a year for the past five years), with an 11 per cent
increase forecast at the end of the year (it was 6.7 per
cent in the first nine months year-on-year). Budget
revenue (except from privatisation) in the first nine
months 0f 2005 exceeded IMF targets — at 278 billion
CFA francs (the goal was 272 billion) and tax revenue
should be 13.8 per cent of GDP (close to the 14 per
cent target). Tax revenue performed best in domestic
VAT (up 11 per cent in the first nine months year-on-
year, an extra 10 billion CFA francs), taxes and duty
on foreign trade (17 per cent more, an extra 6 billion
CFA francs) and tax on company profits (up 10 per
cent, or 3 billion CFA francs more). Tax on petroleum
products (PPT) raised more than 17 billion CFA francs
in the first nine months and the whole-year figure
should be more than 2004’s 23 billion CFA francs.
The first nine months’ results are less than budgeted
for but are still net increases. The performances are
tied to implementation of the plan to strengthen budget
management (PRGB) and especially reorganisation of
the central tax administration which now, instead of
the national treasury, directly deducts tax from wages
and salaries. An office was set up at the end of 2004
to deal with taxation of large firms, which had been
badly neglected. Customs revenue was hit by
establishment of the customs union but will be partly
made up for by the WAEMU’s arrangements. The
Sydonia++ system now operating in several customs
offices should improve collection and produce more
reliable foreign trade figures. The privatisation of Onatel
in 2006 should earn 15 billion CFA francs for the

government.
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