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BURKINA FASO - GOVERNMENT FISCAL YEAR 
January 1 – December 31 

CURRENCY EQUIVALENTS 
(Exchange Rate as of October 31, 2016) 

 
Currency Unit = CFA Franc (CFAF) 

SDR1.00 = US$1.3738850000 
US$1.00 = CFAF 598.80140581 
US$1.00 = EURO 0.91286686  
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ARCOP Regulatory Authority of Public Procurement (Autorité de régulation de la 
commande publique) 

ARSE Regulatory Authority for the Electricity Sector (Autorité de Régulation du Secteur 
de l’Electricité) 

BCEAO Central Bank of West African States (Banque Centrale des Etats de l’Afrique de 
l’Ouest) 

BUNEE National Environmental Agency (Bureau National des Evaluations 
Environnementales) 

CFAA Country Financial Accountability Assessment 
CGAB Multi-Donor Budget Support Group (Cadre Général d’Organisation des Appuis 

Budgétaires) 
CIDPH Inter-ministerial Committee for the Determination of Hydrocarbon Prices (Comité 

Interministériel de Détermination des Prix des Hydrocarbures)  
CMS Commercial Management System 
CNT National Transition Council (Conseil National de Transition) 
CPI Consumer Price Index 
CPS Country Partnership Strategy 
CPF Country Partnership Framework 
CSLP Strategic Framework for the Fight against Poverty (Cadre stratégique de la Lutte 

contre la Pauvreté) 
DDO Distillate Diesel Oil  
DeMPA Debt Management Performance Assessment 
DGB Directorate General for the Budget (Direction Générale du Budget) 
DGCOOP Directorate in Charge of Cooperation 
DGMP General Directorate for Procurement Contracts (Direction Générale des Marchés 

Publics) 
DGTCP General Directorate of the Treasury and Public Accounts (Direction Générale du 

Trésor et de la Comptabilité Publique) 
DP Development Partners 
DPF Development Policy Financing 
DSA Debt Sustainability Analysis 
EBITDA 
ECF 

Earnings Before Interest, Tax, Depreciation and Amortization  
Extended Credit Facility 

ECOWAS Economic Community of West African States 
ESDF Electricity Sector Development Fund 
EU European Union 
FDI Foreign Direct Investment 
FSE Special Fund for Energy  
GCC Growth and Competitiveness Credits 
GDP Gross Domestic Product 
GNI Gross National Income 
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GoBF Government of Burkina Faso 
GRS Grievance Redress Service 
HFO Heavy Fuel Oil 
HIPC Heavily Indebted Poor Countries 
HV High Voltage 
ICCR Implementation Completion and Results Report 
IDA International Development Association 
IFC International Finance Corporation 
IFRS International Financial Reporting Standards 
IMF International Monetary Fund 
IPP Independent Power Producer 
IRS Internal Revenue Service 
LCDP Least-Cost Development Plan 
LDP Letter of Development Policy 
LV Low Voltage 
M&E Monitoring and Evaluation 
MCC Meter Control Center 
MEFD Ministry of Economy, Finance and Development (Ministère de l’Economie, des 

Finances et du Développement)  
MIGA Multilateral Investment Guarantee Agency 
MTEF Medium-Term Expenditure Framework 
MV Medium Voltage 
MWP Mega Watt Peak 
NPV Net Present Value 
PA Prior Action 
PDO 
PEFA 

Project Development Objective 
Public Expenditure and Financial Assessment     

PER Public Expenditure Review 
PFM Public Financial Management 
PIMA Public Investment Management Assessment  
POSEF Country’s Economic and Finance Sector Policy (Politique du Secteur de l’Economie 

et des Finances) 
POSEN Energy Sector Policy (Politique Sectorielle de l’Energie) 
PNDES National Plan for Economic and Social Development (Plan National de 

Développement Economique et Social) 
PPA Power Purchase Agreement 
PPP Public-Private Partnerships 
PRGB Budget Management Reform Plan (Programme de Renforcement de la Gestion 

Budgétaire) 
PRSP Poverty Reduction Strategy Paper 
SCADD Strategy for Accelerated Growth and Sustainable Development (Stratégie de 

Croissance Accélérée et de Développement Durable) 
SCD Systematic Country Diagnostic 
SDR Special Drawings Right  
SENELEC Senegal state-owned electricity provider (Société Nationale d'électricité) 
SME Small and Medium Enterprises 
SONABEL State-owned electricity provider (Société Nationale d'électricité du Burkina Faso) 
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SUMMARY OF PROPOSED GRANT AND PROGRAM 
BURKINA FASO 

FIRST ENERGY AND FISCAL MANAGEMENT DEVELOPMENT POLICY FINANCING  
 

Borrower: Government of Burkina Faso. 
Implementation 
Agency: 

Ministry of Economy, Finance and Development (MEFD).  

Financing Data: IDA grant in the amount of SDR 32.8 million (US$45 million equivalent) and an IDA credit in the 
amount of EURO 50.3 million (US$55 million equivalent) on standard IDA terms for grant and 
credit. 

Operation Type: First single-tranche operation of a programmatic series of two consecutive development policy 
financing (DPF) operations.  

Pillars of the 
Operation and 
Program 
Development 
Objectives:  

The Program Development Objectives (PDOs) and pillars of the operation are to support the 
Government efforts to: (i) improve the financial sustainability of the energy sector; (ii) diversify 
energy and improve the legal and institutional framework of the energy sector; and (iii) 
strengthen tax collection and public procurement processes. 

 

 

 

 

 

 

Results 
Indicators: 

Improving the financial sustainability of the energy sector 
• Reduction of cross arrears between the Government, SONABHY and SONABEL. Baseline: 

arrears accrued by June 30, 2016: CFAF 140 billion. Target in 2018: CFAF 60 billion. 
• Improved financial performance of the state-owned electricity provider (Société Nationale 

d'électricité du Burkina Faso -SONABEL), as measured by Earnings Before Interest, Tax, 
Depreciation and Amortization (EBITDA). Baseline 2015: CFAF14 billion. Target 2018: above 
CFAF40 billion or higher. 

• Reduction in customer’s outstanding bills due to SONABEL (as measured by client 
receivables). Baseline in 2015: CFAF 55 billion in 2015. Target in 2018: below CFAF 39 billion 
in 2018. 

 
Diversifying the energy and improving the legal and institutional framework of the energy 
sector 
• Maximum installed capacity for new solar photovoltaic plants (Mega Watt peak - MWp). 

Baseline 2015: 0. Target 2018: 77. 
• Capacity available on the interconnected network, excluding guaranteed imports (% of 

installed capacity). Baseline 2015: 52 percent. Target 2018: 62 percent. 
• Number of Independent Power Producer (IPP) projects having been signed and successfully 

negotiated. Baseline 2015: 0. Target 2018: 2. 
• Percentage of IPPs under standardized competitive process. Baseline 2015: 0 percent. Target 

2018: at least 50 percent. 
 

Strengthening tax collection and public procurement processes 
• An increase in VAT revenues. Baseline 2015: 6.5 percent of GDP. Target 2018: 7.0 percent of 

GDP. 
• An increase in non VAT tax revenues. Baseline 2016: 9.5 percent of GDP. Target 2018: 10.5 

percent of GDP. 
• A reduction in the number of days on average to complete a public procurement from the 

invitation to bid to contract signed and approved. Baseline 2015: 142 days. Target 2018: 100 
days. 

Overall Risk: Substantial 
Climate and 
disaster risks: 

Are there short and long-term climate and disaster risks relevant to the operation (as identified 
as part of the SORT environmental and social risk rating)?    No  

Operation ID: P157060 
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IDA PROGRAM DOCUMENT FOR A PROPOSED  
FIRST ENERGY AND FISCAL MANAGEMENT DEVELOPMENT POLICY FINANCING  

TO BURKINA FASO 

1. INTRODUCTION AND COUNTRY CONTEXT  

1.1. This program document proposes the first operation in a programmatic series of two 
Development Policy Financing (DPF) operations designed to support energy and fiscal reforms in 
Burkina Faso. The proposed first DPF is a single-tranche disbursement of US$100 million equivalent, 45 
percent in the form of an IDA grant and 55 percent as an IDA credit. The policy program supported by the 
DPF aims at: (i) improving the fiscal stance of the Government; and (ii) strengthening the financial health 
of the energy sector to deliver secure, affordable and reliable electricity. 

1.2. After a series of external and domestic shocks, Burkina Faso’s economic performance has 
improved in 2016. Gross domestic product (GDP) growth is expected to rebound at 5.4 percent, closer to 
the historical average attained over the past decade, after a slowdown to 4.2 percent in 2014 and 2015. 
The renewed political stability after the Presidential elections organized in November 2015 has restored 
confidence, brought back foreign investors and donors, and helped increase domestic demand. Favorable 
climatic conditions have also led to a higher agricultural output, including cotton. In 2016, the Government 
should maintain its fiscal deficit at around 2.5 percent of GDP thanks to higher domestic revenue that has 
helped finance a 3 percent of GDP increase in capital expenditures. On the external front, the current 
account deficit has narrowed and was financed by a combination of Foreign Direct Investment (FDI) and 
public borrowing. Fiscal risks, however, still remain because the fiscal space has narrowed given the 
Government’s ambition to address the country’s large deficits in infrastructure and social services. The 
allocative and financial efficiency of the budget is weak, in particular due to slow and non-transparent 
public procurement procedures. Contingent risks are also associated with the deteriorating financial 
situation of the state-owned enterprises and agencies.  

1.3. The financially distressed energy sector has increased the burden on the Government’s budget 
while the increasing power shortage is having a negative effect on economic activity. The weak 
performance of the electricity sector has negatively affected household living conditions and firm 
productivity. Burkina Faso has one of the lowest electrification rates in Sub-Saharan Africa at 17 percent, 
with only 4 percent in rural areas, where most of the poorest households live. For those who have access, 
reliability has been deteriorating with increased power outages, which peaked at 340 hours in 2015. 
Electricity tariffs are very high, yet do not cover the full cost of production. The resulting quasi-fiscal deficit 
represents 1 percent of GDP. The high dependency on imported hydrocarbons for power generation 
results in significant exposure to macro shocks, triggered by fluctuating international oil prices and an 
extensive logistics chain, which is prone to disruptions. In the national strategy for the energy sector, the 
Government aspires to provide secure and affordable electricity to 100 percent of its urban and 40 percent 
of its rural population by 2025. To achieve this objective, there are two main challenges to address: (i) the 
energy mix has to be shifted toward cheaper sources, including renewables and imports; and (ii) the 
sector, and primarily the state-owned electricity provider (Société Nationale d'Eélectricité du Burkina Faso 
-SONABEL), has to be positioned on a financially stable trajectory. These two challenges are closely 
connected because the shift of the energy mix will reduce the cost of service and help improve the 
financial situation of the energy sector. Concurrently, improving the financial performance of SONABEL 
will not only help secure the delivery of more electricity to households and firms, but also contribute to 
making the sector more attractive to potential private investors in new and cost-effective generation.    
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1.4. Poverty remains widespread despite high economic growth. The 2014 Household Survey 
indicates that poverty has decreased to 40.3 percent in 2014 from 46.7 percent in 2009. While this 
represented an improvement, the number of poor remains approximately the same as in 2003, 
approximately 7 million, because of rapid demographic growth and the narrow base of economic growth 
over the past decade. Poverty continues to be overwhelmingly concentrated in rural areas, which are 
home to 90 percent of poor households, due to the limited improvement in agricultural productivity. 
These poor rural households often have no or low levels of literacy, report more than six children, and 
have low access to basic services and infrastructure. While inequality remains moderate, as the Gini 
coefficient of consumption was 0.353 in 2014, economic growth was neither pro-poor nor inclusive. Many 
households in Burkina Faso are vulnerable, as almost two out three of them are reported to have been 
negatively impacted by a shock in 2014. The most important of these shocks are climatic hazards followed 
by price volatility and insecurity. 

1.5. The newly elected Government, in place since early 2016, has moved forward in its vision to 
promote accelerated and inclusive growth. The new National Economic and Social Development Plan 
(PNDES) was adopted in June 2016 through an intensive participatory process, including with the World 
Bank Group (WBG) and other partners. This strategy sets out three key priorities: (i) economic governance; 
(ii) human capital development; and (iii) structural transformation of the economy and private sector 
development.  Among those priorities, fiscal policy and the energy sector play a prominent role because 
they will influence both the living conditions of households and the competitiveness of the private sector. 
A performing public sector is important for the delivery of infrastructure and services as well as effective 
management of the economy, while decent access to affordable and reliable energy is critical for 
economic development.   

1.6. The proposed series of DPF operations aims at supporting the Government in its effort to 
improve the performance of the energy sector and to improve fiscal management.  It is designed around 
three pillars:  

• Pillar 1: The objective is to re-establish financial stability in the energy sector through a 
set of complementary measures. The first one is to clear the cross-arrears between the state-
owned electricity provider, SONABEL, the public oil importing company, SONABHY, and the State, 
that have been accumulated over the past few years. The second action is to set pricing 
mechanisms for fuel and electricity tariffs that will gradually reduce the fiscal burden of the sector 
while preserving competitiveness and equity for customers. The last measure is to improve 
SONABEL’s operational and commercial performance by reducing losses and boosting revenue.   

• Pillar 2: The DPF series will support the improvement of the institutional and legal 
framework conducive to the timely implementation of the strategy aimed at leveraging private 
participation to shift the energy mix towards affordable imports and renewables. These two 
strategic orientations are crucial to increase generation capacity to meet electricity access 
objectives by 2025. Actions under Pillar 2 will strengthen Government’s ability to plan sector 
development and attract private investments. Pillar 3: One key challenge for the Government will 
be to improve its fiscal performance, both by creating the fiscal space necessary to finance its 
ambitious investment program and by improving the efficiency of its spending. Actions under 
Pillar 3 aim at increasing tax revenue through reforms in tax policy and administration.  Emphasis 
is also on procurement procedures, with the adoption of a new Code and decrees that will lead 
to a more comprehensive, efficient and transparent public procurement system. 

• Pillar 3: One key challenge for the Government will be to improve its fiscal performance, 
both by creating the fiscal space necessary to finance its ambitious investment program and by 
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improving the efficiency of its spending. Actions under Pillar 3 aim at increasing tax revenue 
through reforms in tax policy and administration. Emphasis is also on procurement procedures, 
with the adoption of a new Code and decrees that will lead to a more comprehensive, efficient 
and transparent public procurement system. 

1.7. The proposed series is not only closely aligned with the new government National Economic 
and Social Development Plan (PNDES), but also with the WBG strategy. It has been prepared in close 
coordination with other partners, including the International Monetary Fund (IMF), and incorporates 
lessons from previous budget support operations in Burkina Faso and in other low-income countries as 
well as results from past and ongoing analytical work. Risks, while manageable, remain substantial notably 
in terms of institutional capacity and social environment as described in the last section of this Program 
Document. 

2. MACROECONOMIC POLICY FRAMEWORK 

2.1 RECENT ECONOMIC DEVELOPMENTS  

2.1. After a decade of robust economic growth, Burkina Faso’s performance has deteriorated 
slightly. Between 2005 and 2013, sound macroeconomic management, combined with favorable prices 
for cotton and gold and large aid inflows, resulted in strong economic growth, averaging 6 percent per 
year, driven primarily by agriculture and services, and increasingly by the mining sector. On the demand 
side, growth was supported by domestic consumption and steady public investment growth, largely 
financed by aid inflows. However, GDP growth slowed down to about 4.2 percent in 2014 and 2015 as the 
result of: (i) worsening global market conditions for gold and cotton; (ii) the negative impact of Ebola 
outbreak elsewhere in the region on tourism and services; (iii) weather related shocks; and (iv) weakening 
investor confidence linked to the political uncertainty during the political transition. In 2016, real GDP 
growth is expected to reach 5.4 percent, reflecting the return to more stable political conditions after the 
election of a new President in November 2015 and relatively good climatic conditions that have helped 
boost agricultural output. 

2.2. Economic performance in recent years has been accompanied by poverty reduction but the 
number of poor remains high, especially in rural areas. Between 2009 and 2014, the share of the 
population living below the national poverty line decreased from 46.7 percent to about 40.3 percent, 
which was insufficient to reach the 35 percent target envisaged in the Strategy for Accelerated Growth 
and Sustainable Development (Stratégie de Croissance Accélérée et de Développement Durable - SCADD). 
Because of high demographic growth, the number of poor has remained about the same in 2014 as in 
2003 – approximately 7 million. Poverty continues to be predominantly rural as more than 90 percent of 
the poor live in rural areas. The relatively weak performance of the agricultural sector reflects that many 
households did not find opportunities to increase their income during this period. Many households were 
hit by shocks, mostly natural hazards, affecting their welfare and preventing them from moving up the 
poverty line. There are also wide differences across regions and urban/rural areas1, reflecting the 
acceleration in the urbanization rate observed in recent years.  

2.3. The external current account deficit including grants is projected to narrow to 7.7 percent of 
GDP in 2016 driven by a slight improvement in the trade balance as well as a recovery in current 
transfers. Gold and cotton have remained the two most important commodities for Burkina Faso, 
accounting for approximately 80 percent of total exports in 2016. The current account deficit has been 

                                                 
1 For fuller details, see Burkina Faso’s Systematic Country Diagnostic under preparation.  
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traditionally financed by the combination of FDI and aid inflows. Net FDI inflows are expected to reach 2.5 
percent of GDP in 2016, up from 2.0 percent of GDP in 2015, while other borrowing increased from about 
US$310 million in 2015 to US$493 million in 2016. As a result, the level of international reserves should 
be equivalent to 0.9 months of merchandise imports at end-2016 against only 0.6 months at end-2015. 

2.4. The fiscal deficit is expected to reach 2.5 percent of GDP in 2016, higher than in 2014 and 2015, 
but lower than the target agreed within the WAMEU, which is of 3 percent of GDP. Domestic revenues 
have increased steadily to 18.3 percent in 2016, back to its pre-transition level after a significant decline 
in 2014 and 2015. On the expenditure side, the Government spent about 2.9 percent more in 2016 than 
in 2015. This increase is principally explained by higher capital expenditures financed by foreign sources, 
up by 1.8 percent of GDP, and higher transfers (up by 0.5 percent of GDP) as well as an increase in the 
wage bill (up by 0.3 percent of GDP). 

2.5. Monetary and exchange rate policies are managed at the regional level by the Central Bank of 
West African States (BCEAO). With a fixed CFAF-Euro parity and stable interest rates, inflation has 
remained low. Broad money supply is expected to expand by 13.3 percent in 2016 against 19.9 percent 
in 2015. Credit to the private sector should grow by approximately the same rate as in recent years, 
around 28 percent in 2016. As a result of prudent monetary and fiscal policies, annual inflation has 
remained under 1 percent in 2016, below the West African Economic and Monetary Union (WAEMU) 
norm of 3 percent. 

2.6. Burkina Faso’s financial sector remains sound. The domestic banking sector remains healthy, and 
the Central Bank has pursued its efforts to enhance compliance with regional prudential norms. The 
capital to risk-weighted assets ratios of Burkinabe banks decreased since December 2012 from 12.4 to 
11.2 in 2015, consistent with the WAEMU average of 11.6. The country also has the lowest non-
performing loans ratio in the WAEMU region at 9.5 percent at end-2015. However, the lending portfolio 
of local banks remains highly concentrated among a few large clients, leaving aside most small and 
medium firms and the rural economy. 

2.7. Public debt levels in Burkina Faso remain moderate owing to sound fiscal management in the 
past decade. Burkina Faso’s nominal stock of public debt is expected to be around 31.7 percent of GDP at 
end-2016. Most of the debt is external (73.1 percent) and on concessional terms. Total external debt 
declined to 23.1 percent of GDP in 2016 from 23.8 percent of GDP in 2015. The main source of financing 
has been concessional debt and borrowing on the WAEMU regional markets. The Government has taken 
advantage of favorable conditions in the regional market and started to extend the maturity of its Treasury 
bond issuances from 3-6 months to 1-2 years. 
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Table 2.1: Selected Economic and Financial Indicators, 2013-2019 
 2013 2014 2015 2016 

 
2017 (p) 2018 2019 

Annual percentage change, unless otherwise indicated 
National income and prices        
Real GDP 5.7 4.2 4.0 5.4 6.1 6.3 6.5 
Per capita GDP (In US$ Atlas Method) 706 708 620 652 692 734 781 
Imports (f.o.b.) 21.3 -9.3 3.3 7.9 13.8 9.6 9.4 
Exports (f.o.b.) 15.9 4.0 2.3 7.4 17.2 8.0 6.5 
GDP deflator -2.1 -0.9 3.7 1.9 1.9 2.0 2.0 
Consumer price inflation (e.o.p.) 0.1 -0.1 1.3 0.6 2.0 2.0 2.0 
   
Fiscal Accounts  Percent of GDP, unless otherwise indicated 
Revenues 19.0 17.5 15.9 18.3 18.9 19.3 20.0 
Expenditures  

 
23.6 21.5 24.4 26.5 26.8 27.5 

General Gov. Bal., incl. grants (commit.) -3.6 -1.9 -2.1 -2.5 -3.6 -3.5 -3.5 

   
Selected Monetary Accounts  Annual percentage change, unless otherwise indicated 

Broad Money (M3) 11.3 11.9 19.9 13.3 18.4 15.9 15.3 
Credit to the private sector  25.3 29.1 28.9 29.4 30.7 32.4 34.5 

   
Balance of Payments  Percent of GDP, unless otherwise indicated 
Current Account Balance  -11.3 -8.1 -8.0 -7.7 -6.7 -6.5 -6.8 
Imports (f.o.b.) 27.9 24.5 23.5 23.6 24.8 25.0 25.2 
Exports (f.o.b.) 22.3 22.5 21.3 21.3 23.1 23.0 22.5 
Foreign Direct Investment 3.6 2.3 2.0 2.5 2.6 2.6 2.6 
Gross Reserves (in billions of USD, e.o.p.) 521.0 189.9 196.9 350.2 508.5 684.0 827.0 
 In months of next year imports 1.4 0.6 0.6 0.9 1.2 1.5 1.7 
Total Public Debt 29.3 30.6 32.5 31.7 32.6 32.9 33.1 
   External Debt  21.9 22.0 23.8 23.1 22.3 22.3 22.0 
Terms of Trade -12.8 -5.5 13.3 8.7 0.4 1.9 0.2  
        
Other memo items        
GDP nominal (CFAF billions) 5896 6086 6565 7049 7629 8274 8985 

Sources: Burkinabe authorities; World Bank and IMF staff estimates and projections, November 2016. 
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Table 2.2: Consolidated Operations of the Central Government, 2013-2019  
 2013 2014 2015 2016 (p) 2017 (p) 2018 (p) 2019 (p) 

 (In percent of GDP, unless otherwise specified) 

Overall Balance (commitment) -3.6 -1.9 -2.0 -2.5 -3.6 -3.5 -3.5 

   Cash basis adjustment 0.9 1.2 -1.4 0.0 0.0 0.0 0.0 

Total Revenue and Grants 24.5 21.7 19.5 21.9 22.9 23.3 24.0 

Tax revenues 16.8 15.5 14.2 16.0 17.2 17.6 17.9 

Non-tax revenues 2.1 2.0 1.8 2.3 1.6 1.7 2.1 

Grants 5.5 4.2 3.5 3.8 4.0 4.0 4.0 

Expenditure 28.0 23.6 21.5 24.4 26.5 26.8 27.5 

Current expenditure 13.9 14.6 14.1 15.2 14.7 14.6 14.6 

Wages and compensation 6.0 7.2 7.1 7.4 7.2 7.2 7.2 

Goods and services 2.0 1.7 1.7 2.0 1.9 2.1 2.1 

    Transfers 5.3 5.0 4.6 5.1 4.6 4.6 4.6 

    Interest 0.6 0.7 0.7 0.7 0.9 0.7 0.7 

     Domestic 0.4 0.5 0.4 0.5 0.6 0.4 0.4 

     External 0.2 0.2 0.2 0.2 0.3 0.3 0.3 

Capital expenditures 14.6 9.1 7.6 9.3 11.8 12.2 12.9 

Domestically financed 10.1 5.6 5.3 5.2 7.3 7.9 8.7 

Foreign financed 4.5 3.5 2.3 4.1 4.5 4.3 4.2 

General Government Financing 2.8 0.7 3.4 2.2 3.5 3.5 3.5 

External (net) 0.6 0.8 1.4 1.7 1.3 2.1 2.0 

Domestic (net) 2.2 -0.2 2.0 0.6 2.2 1.4 1.5 

Sources: Burkinabe authorities; World Bank and IMF staff estimates and projections, November 2016. 
 

Table 2.3: The Balance of Payments Financing Requirements and Sources, 2013-19  
 2013 2014 2015 2016 (p) 2017 (p) 2018 (p) 2019 (p) 

   (In billions of FCFA) 
BOP financing requirements and Sources        
Financing requirements (US$) -737.5 -534.5 -543.3 -578.7 -553.9 -577.2 -652.3 
    Current Account deficit -664.8 -488.5 -500.6 -544.2 -513.9 -540.8 -614.1 

Amortization of loans -27.5 -30.8 -42.7 -38.7 -42.8 -45.8 -47.5 
    Other Short term capital outflows -44.8 -15.2 0.0 4.2 2.8 9.4 9.3 
        
Financial Sources (US$) -737.5 -534.5 -543.3 -578.7 -553.9 -577.2 -652.3 
    FDI and portfolio investments (net) 220.3 55.4 120.2 187.6 205 224.5 246.1 
    Capital grants 238.4 200.2 209.6 253.4 234.6 228.4 247.6 
    Short term debt disbursements 5.0 5.0 5.0 5.0 5.0 5.0 4.9 
    Long term debt disbursements (excl. IMF) 85.1 133.8 95.7 240.0 138.6 211.3 219.7 
    Change in reserves  187.7 141.6 82.3 -113.9 -18.3 -72.1 -46.8 
    IMF credit (net) 1.0 -1.6 30.3 -12.1 -14.8 -19.8 -19.3 
Financing gap 0.0 0.0 0.0 18.7 3.7 0.0 0.0 

Sources: Burkinabe authorities; World Bank and IMF staff estimates and projections, November 2016. 
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2.2 MACROECONOMIC OUTLOOK AND DEBT SUSTAINABILITY 

2.8. Economic prospects are favorable for the short to medium term. GDP growth is projected to 
gradually recover to its pre-transition level and reach 6.1 percent and 6.3 in 2017 and 2018-2019, 
respectively. The recovery path is based on the expected solid performance of the agriculture and service 
sectors, supported by the recovery of the mining sector (two new gold mines are expected to start 
production soon and large reserves of manganese are available). The production of the cotton sector is 
projected to increase because of implementation of the Agricultural Input Fund2, stable international 
prices, and relatively good rainfalls. Stable gold prices and robust output performance, coupled with 
recent discoveries of very high-grade gold are also expected to contribute to growth. However, this 
positive outlook is subject to a series of exogenous risks and vulnerabilities (commodity prices, worsening 
global economic environment, and political instability) as well as to policy risks, most notably on the fiscal 
side (low implementation capacity for public investment, underperformance of tax and customs revenues 
and a high wage bill). 

2.9. The external current account deficit is projected to narrow to about 6.5-6.8 percent of GDP in 
the next two-three years, down from 7.7 percent of GDP in 2016. This trend will be supported by higher 
exports, of both gold and cotton, and net current transfers. Concurrently, imports will also rise as a result 
of higher investment spending, particularly public investments. These projections, however, are highly 
sensitive to international prices of cotton and gold on the export side, and to petroleum prices on the 
import side. The projected current account deficit will continue to be financed by the combination of FDI 
and concessional and non-concessional borrowing from the Government, including by IMF disbursements 
under the current Extended Credit Facility (ECF) supported program and World Bank budget support.  

2.10. The fiscal deficit is expected to stabilize at around 3.5 percent of GDP in 2017 onwards, which 
would be slightly higher than the WAMEU target of 3 percent of GDP in 2019. These projections are 
based on successful implementation of reforms that will lead to an increase in domestic revenue 
mobilization by about 1.6 percent of GDP between 2016 and 2019, while grants will remain around 4 
percent of GDP during this period. Moreover, the Government is expected to contain the wage bill (down 
by 0.2 percent of GDP during the next 3 years) and reduce oil subsidies. The authorities will enhance the 
biometric enrolment of civil servants in the Payroll System (SIGASPE), and improve the control of 
additional recruitments by redeploying civil servants from ministries with a high concentration of workers 
to priority areas. Concurrently, capital expenditures will jump by 3.6 percent of GDP in order to finance 
the ambitious investment program required to fill the existing gap in infrastructure and social services. 
Related to the public investment system, the Government has started to improve its administrative 
capacity in planning and selection of projects as well as to reduce delays in procurement processes and 
the under-execution rates, including in the energy sector. A Public Investment Management Assessment 
(PIMA) will be conducted to seek further improvements in the selection of projects.  

2.11. Regional monetary policies are expected to continue containing inflation under the 3 percent 
WAMEU target. The Central Bank has improved its operational efficiency through recent initiatives such 
as the electronic platform to computerize liquidity injections and absorptions and the auction of 
government securities. Further gradual improvements are expected with the objective to increase the 
depth of the domestic financial sector, which remains largely underdeveloped. The ratio of total credit to 

                                                 
2 The Agricultural Input Fund provides a guarantee to cotton companies for fertilizer procurement through their respective 
commercial banks, and fertilizer imports follow a competitive bidding process. The Fund is secured by a dedicated account in a 
commercial bank.     
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GDP is only 29.3 percent in 2016, while only 14 percent of household owned a deposit in a financial 
establishment as of 2014.  

2.12. The joint World Bank-IMF DSA, conducted in October 2016, has confirmed that Burkina Faso 
remains at moderate risk of debt distress. A less pessimistic external environment, in particular more 
favorable price projections for commodity exports, along with the prospects of increased gold production 
over the medium-term, help to offset the additional borrowing required to finance the small increase in 
the fiscal deficit projected in the next few years. Under the baseline scenario, all relevant debt ratios are 
projected to remain comfortably below indicative thresholds over the projection period. Under the most 
extreme standardized stress test, the debt-to-exports ratio breaches the debt distress threshold around 
2026, which is the basis for the “moderate” assessment. 

Table 2.4: Public debt and external debt stock composition at End 2015 (LIC - DSA, October 2016) 
 

 2013 2014 2015 Percent 
Public debt 1,733.7 1,863.5 2,134.9 100 
    External debt 1296.0 1341.0 1,561.4 73.1 
    Domestic debt 437.6 522.5 573.5 26.9 

 (percent of GDP) 
Public debt 29.3 30.6 32.5  
     External debt 21.9 22.0 23.8  
     Domestic debt 7.4 8.6 8.9  

Source: Burkinabe authorities and IMF estimates, October 2016 

 
Figure 2.1: Debt sustainability analysis, 2015-2036 

Public Debt Sustainability External Debt Sustainability Analysis 

 
 

 
Source: Joint World Bank – IMF LIC-DSA, October 2016 
 
2.13. Overall, Burkina Faso’s macroeconomic policy framework for 2016-2019 provides an adequate 
basis for the proposed operation with downside vulnerabilities mainly related to commodity price shocks 
and possibly to a narrowing fiscal space. While the economy will remain vulnerable to a range of shocks, 
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Burkina Faso should continue on a positive trajectory of economic expansion as a result of structural 
reforms and prudent fiscal as well as monetary policies. The policy framework under the IMF ECF program 
establishes necessary conditions for the proposed operation to achieve its objectives. Burkina Faso’s 
monetary and exchange rate policies are managed at the regional level by the Central Bank of West 
African States (BCEAO) which contributes to the country’s monetary stability and controlled inflation. 
Burkina Faso’s fiscal position is projected to remain stable thanks to a stronger effort to mobilize more 
revenue while shifting from current to capital expenditures.  Burkina Faso should remain at moderate risk 
of debt distress in the medium to longer terms. 

2.3 IMF RELATIONS 

2.14. Burkina has performed well under the program supported by the IMF’s Extended Credit Facility 
(ECF). The program aims at consolidating macroeconomic stability, improving growth prospects, and 
intensifying efforts to reduce poverty. Through the ECF, the Government is implementing measures to 
reinforce the economy's resilience while promoting inclusive growth and accelerated poverty reduction. 
The sixth review of the ECF arrangement and the Article IV consultation, conducted between October 18 
and29, 2016, has been positive with a staff-level agreement reached for an expected official approval by 
IMF Board of Directors by mid-December 2016. The World Bank and IMF teams work together through 
the standard institutional division of labor with a joint management action plan. The World Bank staff 
provided inputs to the IMF team in areas of WBG competence, including the agriculture, mining, energy, 
water and sanitation sectors, as well as governance and public administrative reform. This effective 
collaboration is reflected in the complementarity between the prior actions (PA) supported by the 
proposed operation and the performance criteria and structural benchmarks used in the program 
supported by the ECF. The World Bank team participates in IMF review missions and IMF staff regularly 
share their macroeconomic and financial analyses with World Bank counterparts. In addition, a joint IMF-
World Bank DSA was prepared in October 2016. 

3. THE GOVERNMENT’S PROGRAM 

3.1. The Government’s program is articulated in its 2016-2020 National Economic and Social 
Development Plan (PNDES), which is the successor to Burkina’s policy framework for 2010-2015, the 
Strategy for Accelerated Growth and Sustainable Development (Stratégie de Croissance Accélérée et de 
Développement Durable - SCADD). This Plan, which covers the years 2016-2020, was formally adopted 
by the Council of Ministers in July 2016. It aims at an 8.5 percent real GDP growth rate and a simultaneous 
decline in the poverty rate from 40.3 percent in 2014 to 35 percent by end-2020. The PNDES is based on 
three strategic axes: (a) economic governance; (b) human capital development; and (c) structural 
transformation of the economy and private sector development. Indeed, the PNDES intends to 
consolidate the gains from the implementation of the SCADD and considers access to energy (electricity, 
hydrocarbon and renewable energies) as among the most binding constraints to achieve structural 
transformation of the economy and private sector development.  

A. Energy Sector Policy and Challenges 

3.2. The electrification rate in Burkina Faso has barely grown over the past five years and remains 
low by regional standards at 17 percent, i.e., about 40 percent in urban areas and 3 percent in rural areas. 
Installed capacity totals 315 Megawatt (MW), comprised of 90 percent thermal and 32 MW of aging 
hydropower plants, all characterized by low availability. The network is interconnected with Côte d’Ivoire 
through a 225-kV transmission line with a power purchase agreement, guaranteeing a 50-MW supply with 
an additional 30 MW optional, which is just enough to ensure a precarious equilibrium between demand 
and supply during non-peak periods.  
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3.3. Many factors have contributed to the deteriorating performance of the power sector, which 
resulted in frequent power shortages in 2015-2016 and compounded the challenges of poor access to 
electricity. Firstly, investments over the past 15 years have not kept up with high demand, which has 
resulted in a capacity shortage. Poor maintenance and rehabilitation has meant that the availability of the 
existing power plants remain low at about 52 percent. As the cost of service is relatively high compared 
to other Sub-Saharan African countries, tariffs are among the highest in the region, but are still insufficient 
to cover operating costs. As a result, load shedding averaged 180 hours of equivalent outage time yearly 
since 2009 and peaked at 340 hours during 2015. The country relied on emergency thermal rentals in 
2011-2012 to meet electricity demand because of dry hydrology and interruptions of supply from Côte 
d’Ivoire in the context the 2011 post-election crisis. In the medium term, the objective in the sector is to 
reduce the dependency on imported and expensive fossil fuels and gradually shift the generation mix 
towards renewable energy and affordable imports of electricity (Burkina Faso’s electricity sector and mid-
term strategy is further detailed in Annex 6).   

3.4. The ability of the sector to address these challenges is constrained by a distressed financial 
situation and the absence of a comprehensive strategy to diversify the energy mix. SONABEL’s deficit 
arises from a mix of underpricing, weak sector regulation, inefficiencies along the value chain, and high 
dependence on fuel. The financial distress of the energy sector, should it persist, would lead to further 
underinvestment in the maintenance and development of the network, ultimately affecting SONABEL’s 
operational performance and quality of service, while increasingly exposing the economy to the sector 
risks through local banks and suppliers. Improving the financial sustainability of the sector (Pillar 1) is a 
prerequisite to materialize overdue investments in generation and extend access to electricity services in 
the country. Structurally reducing the cost of production to make it more affordable would require a shift 
in the energy mix, which will take some time. Improving the legal and institutional framework to attract 
private sector participation in electricity generation will be critical to achieving this objective (Pillar 2).  

3.5. In October 2013, the Council of Ministers adopted an Energy Sector Policy (Politique Sectorielle 
de l’Energie - POSEN 2014-2025), but its implementation has been delayed due to the political crisis in 
2014 and the transitional context in 2015. The POSEN, which covers the 2014-2025 period, was prepared 
based on the implementation of the previous SCADD and underscored the importance of energy to 
support economic growth in Burkina Faso. The POSEN is grounded in the vision of “a Burkina Faso energy 
sector that depends on endogenous resources and regional cooperation, ensures universal access to 
modern energy services and affirms its driving role in sustainable development”. One of its objectives is to 
provide universal access to energy services notably by improving the country’s energy supply and 
developing modern energy supply services in rural areas. The policy seeks particularly to: (i) build national, 
institutional and energy management capacity; (ii) liberalize the electricity sub-sector; (iii) control the cost 
of energy inputs; (iv) ensure better energy coverage of the country; (v) promote other sources of energy 
(renewable energy); and (vi) sensitize the population to more efficient use of energy. The Government’s 
goal is to achieve: (a) a 100 percent access rate to electricity services in urban areas and 49 percent in 
rural communities; (b) an 80 percent market penetration of improved cook stoves in urban households 
and 90 percent for rural ones; and (c) a 40 percent penetration rate of cooking gas in urban areas and 10 
percent rural, all to be achieved by target year 2025. Governance of the sector is presented in Annex 7. 

B. Government’s Strategy in Public Finance Management 

3.6. The Economic and Finance Sector Policy (POSEF) for the period 2011 to 2020 constitutes the 
government’s subprogram which aims at addressing tax and public finance management challenges in 
Burkina Faso. The POSEF focuses on six pillars: (a) reinforcing the institutional and organizational capacity 
of the Ministry of Economy, Finance and Development (MEFD); (b) improving the macro fiscal framework 
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and promoting performance-based budget management; (c) enhancing revenue mobilization and fiscal 
management; (d) strengthening budgetary planning and efficiency of public expenditure; (e) improving 
the efficiency of public accounts and financial systems; (f) instituting an effective control system, audit of 
public finance, and mechanisms to fight corruption and fraud; and (g) developing close collaboration with 
the West African Economic and Monetary Union (WAEMU) and Economic Community of West African 
States (ECOWAS). Its implementation is supported by most donors in the Multi-donor Budget Support 
Group (Cadre Général d’organisation des Appuis Budgétaires - CGAB), based on the findings of various 
public financial management (PFM) diagnostics.  

3.7. Though the 2013 Public Expenditure and Financial Assessments (PEFA) highlighted that 
significant progress has been made in some areas, tax collection and the procurement system need 
strengthening. Compared to the 2010 PEFA, the 2013 edition revealed improvements in the areas of 
comprehensiveness and transparency of the budget, policy-based budgeting with the introduction of 
multi-year programmatic budgets for all sectoral ministries, and internal controls, as well as compliance 
with good practices in budget preparation, approval, and amendment procedures. However, the 
assessment reports identified a number of critical shortcomings in revenue forecasting, effectiveness in 
collection of tax payments, procurement, and external audits. The fourth and fifth reviews of the ECF-
supported program reported that revenue collection has declined by 2 percentage points of GDP since 
2013, due to poor performance of tax administration, tax fraud, and the decline in retail fuel prices and 
gold prices, as well as to the decline in economic activity resulting from the political instability. On 
procurement, despite transposition and implementation efforts of WAEMU Directives, gaps remain in the 
country’s ability to fully leverage the advantages envisaged by the procurement reforms. 

4. THE PROPOSED OPERATION 

4.1 LINK TO THE GOVERNMENT PROGRAM AND OPERATION DESCRIPTION 

4.1. The proposed operation for an equivalent of US$100 million is the first in a programmatic series 
of two single-tranche DPFs. The rationale for such a programmatic approach is the cascading nature of 
the reforms supported by this operation that not only need to be consolidated over time but also require 
significant behavioral changes to produce the expected results. For example, reforms in energy and 
procurement as well as tax mobilization can only become fully effective after a certain period of time.  

4.2. This DPF series is designed to address the growing challenges associated with implementation 
of the 2016-2020 National Economic and Social Development Plan (PNDES). The focus is on two of the 
three strategic pillars of the government's program: Pillar 1: economic governance; and Pillar 3: structural 
transformation of the economy and private sector development. However, the proposed operation will 
also impact the second pillar (human capital) since better access to electricity will improve the well-being 
of many households and thereby increase the learning capacity of their members. Similarly, an increase 
in fiscal space and improved spending capacity by the State will enhance the value for money of resources 
allocated to social sectors, including education and health.  

4.3. Selectivity has been a guiding principle in the preparation of this DPF series. The determination 
of the specific areas was made in close collaboration with the Government, taking into account the major 
binding constraints identified in the PNDEs and the comparative advantage of the World Bank. Such 
selectivity also accounted for the complementarity with the current and projected portfolio of WBG as 
well as other interventions by partners and stakeholders, including in the areas of agriculture, transport, 
water, health, social protection, and private sector development. 
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4.4. Within this context, the Program Development Objectives (PDOs) are to support the 
Government's efforts to: (i) improve the financial sustainability of the energy sector; (ii) diversify the 
energy mix and improve the legal and institutional framework of the energy sector; and (iii) strengthen 
tax collection and public procurement processes. There are mutually reinforcing complementarities 
among these three pillars since the creation of additional fiscal space through higher revenue mobilization 
will help finance additional expenditures in the energy sector. Similarly, improved access to electricity will 
boost private sector activities and help collect additional revenues.  

4.5. The DPF series proposes a combination of cross-cutting and specific actions. This balance is 
necessary because cross-cutting actions help to address weaknesses in the overall preparation and 
implementation of the budget. For example, all sectors are suffering from low levels of domestic revenue 
and inefficient procurement procedures. A degree of granularity is however useful to address specific 
deficiencies and promote rapid implementation of the proposed actions in the energy sector. While this 
first DPF primarily aims at reestablishing a sound financial foundation in the energy sector, the second 
operation in the series will focus on structural reforms necessary to enhance the country’s capacity to 
deliver secure, affordable and reliable electricity through increased private sector participation and a shift 
towards a more affordable energy mix, including renewables. Overall, this series will contribute to the 
Government’s objective to achieve accelerated and more inclusive growth by increasing fiscal space and 
improving the efficiency of government spending as well as by promoting better access to reliable and 
affordable electricity by households and firms. 

 4.2 PRIOR ACTIONS, RESULTS AND ANALYTICAL UNDERPINNINGS  

4.6. This operation is built around three pillars that aim at supporting the Government’s effort in 
the areas of electricity and fiscal management. This section provides details on these three pillars, 
starting with a description of the context and main challenges. The selection of prior actions for the first 
operation, and indicative triggers for the second operation, is discussed in detail along with the results 
that are expected to be achieved at the end of the series.  

 
Pillar 1. Improving the financial sustainability of the energy sector  

Challenges  

4.7. The financial situation of SONABEL has significantly deteriorated since 2011, with shrinking cash 
flows and growing debt and payables. SONABEL losses reached CFAF 11 billion (US$19 million) and CFAF 
18 billion (US$31 million) in 2014 and 2015, respectively. The company’s debt ratio has reached 
unsustainable levels, which has resulted in heavy debt service payments. SONABEL’s gross margin has 
been affected by rising fuel prices, amplified by inefficiencies in the fuel supply chain and the fuel price 
structure. Its cash position suffers from growing receivables, mostly from public sector clients and was 
exacerbated by the partial payment of subsidies by the central administration. These subsidies were 
expected to compensate SONABEL for the absence of electricity tariff adjustments in recent years. (For 
further details of SONABEL’s financial situation, see Annex 5). 

4.8. Poor transparency, low predictability and intermittent disbursement of subsidies by the central 
government contributed to SONABEL’s growing financial distress.  Since 2012, only 20 percent of the 
CFAF 45 billion (US$78 million) expected compensation subsidies have been actually paid to SONABEL and 
none of them were paid on time. It forced the utility to increasingly rely on costly short-term debt from 
local banks. Facing shrinking cash flows, SONABEL increased its payables, mainly to the state-owned public 
company with monopoly over import and storage of fuel, Société Nationale des Hydrocarbures - SONABHY 
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(the total amount of arrears was CFAF 66 billion at end-2015). The accumulation of cross-arrears between 
SONABEL, SONABHY and the Government ultimately brought the sector into a vicious spiral of financial 
distress, which in turn led to severe cuts in operation and maintenance expenditures as well as in 
increased financing costs.  

4.9. As fuel is and will remain an important component of the Burkina Faso’s energy mix, it 
influences considerably SONABEL’s cost. Fuel represents 40 percent of the overall cost of service. It will 
remain a key factor, even though shifting the energy mix toward cheaper power imports (through the 
West Africa Power Pool) and renewable energy would ultimately reduce the sector dependency on oil. 
Improving quality and security of the fuel supplied by SONABHY would have a major impact on SONABEL’s 
performance. Based on comparable experience in the sub-region, efficient fuel supply chains can be 
achieved under state monopoly or market competition regimes, provided that pricing structures are 
transparent, as well as systematically and rigorously enforced. 

4.10. The existing fuel-price regime prevented SONABEL from benefiting from the decline in global 
oil prices. Since 2013, SONABEL has purchased fuel from SONABHY for its electricity generation at a 
negotiated price when oil prices on international markets had reached a peak. The formula to set fuel 
prices was opaque (see old price regime details in Box A5.7) and has not been regularly enforced, thereby 
preventing SONABEL from benefiting from the international oil price decline starting in early-2014. 
SONABHY appears to have absorbed most of the profit windfall attributable to lower generation costs, 
while SONABEL was paying an excessive price.  

4.11. SONABEL’s financial performance is also influenced by its operational and commercial 
performance. The utility is characterized by relatively low rates of transmission and distribution losses 
and good performance in collection, ranking among the top 10 best performing utilities in Sub-Saharan 
Africa (see Figure A5.2). However, distribution losses and commercial performance have deteriorated 
since 2010 (see Figure A5.3). Total losses increased from 16 to 18 percent, mostly driven by an increase 
in distribution losses, resulting from suboptimal investments and maintenance expenditures in the 
network.  In recent years, the utility has also underperformed in bill collection: customer receivables have 
significantly increased from CFAF 32 billion to CFAF 54 billion between 2010 and 2014, mostly driven up 
by delayed payments from public and para-public entities. SONABEL is currently preparing an action plan 
to improve timely invoicing and collection of electricity bills. The utility serves more than 500,000 clients. 
SONABEL’s 1,425 High-voltage (HV) clients, representing 0.3 percent of the company’s customers, 
account for 37 percent of its sales of electricity. Prevalence of prepayment is limited, and 86 percent of 
customers are on post-payment.  

Reforms and medium-term objectives 

4.12. The Government program aims at improving the financial sustainability of the sector by a 
combination of three actions: (i) the clearance of accumulated arrears between SONABEL, SONABHY 
and the Government; (ii) the adoption of new price adjustment mechanisms for electricity and fuel used 
for electricity generation; and (iii) efficiency gains along the entire value chain. With these measures, 
SONABEL will generate increasingly positive net incomes starting in 2016. Financial ratios will gradually 
improve and reach targets defined under the performance contract (“contrat-plan”) in 2018. SONABEL’s 
projected incomes and financial ratios for the period 2016-18 are presented in Table 4.1. In the medium 
term, improving the governance and the efficiency of the fuel supply chain will structurally improve the 
financial sustainability of the energy sector.   

4.13. The clearance of the stock of arrears (PA#1) has been initiated through an agreement signed 
between SONABEL, SONABHY, and the Government on October 13, 2016. This agreement provides for 
the clearance of those arrears through a combination of cash payments and debt rescheduling over the 
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next few years. Budget allocations have already been included in the 2016 Revised Budget Law and in the 
draft 2017 Budget Law so that the Government can pay part of its arrears to SONABEL and SONABHY. The 
remainder will be paid through budget allocations in FY18 and FY19. Similarly, the clearance of SONABEL’s 
arrears to SONABHY has followed a two-part process. An exceptional CFAF 40 billion payment from 
SONABHY has cleared part of SONABEL’s CFAF 66 billion arrears to SONABHY. The remaining CFAF 26 
billion will be converted into debt to be repaid over 10 years at a 2.5 percent interest rate (see details in 
Box A5.7 in Annex 5).  

4.14. The Government will take measures (Trigger 1) to reinforce predictability of payments for 
electricity bills and subsidies. The 2018 budget will (i) allocate resources needed to ensure timely 
payments of electricity bills owed to SONABEL by state-owned enterprises and para-public agencies; and 
(ii) determine an annual subsidy cap for budget transfers to the sector (see below PA# 2). 

4.15. SONABEL’s new tariff regime will improve the financial performance of the utility and will 
provide transparency in electricity sector subsidies budgeting (PA#2). Under the new fuel price structure 
(PA#2) implemented as of May 1, 2016, SONABEL pays fuel “market” price3, capped at a threshold revised 
on a yearly basis that reflects SONABEL’s break-even, currently fixed at CFAF 300 and 200 per liter for 
Distillate Diesel Oil (DDO) and Heavy Fuel Oil (HFO), respectively (details on old and new price regimes are 
presented in Box A5.7). The sector regulator, ARSE, reviews SONABEL’s financial projections to approve, 
in a transparent and credible manner, proposed revisions of yearly fuel price thresholds and supports the 
authorities in determining annual subsidy caps limiting budget exposure and triggering tariff revisions. 
Above this ceiling, SONABHY receives a subsidy, paid quarterly, to compensate for the difference. Thus, 
the amount of Government subsidies to the sector will vary with the actual cost of fuel supply. The total 
amount of annual subsidy is capped at a pre-defined ceiling revised annually, above which electricity tariff 
adjustments would be triggered to pass through the delta in the fuel-cost increase. Annual subsidy caps 
for 2016 and 2017 have been capped at CFAF 17 billion p.a. Hence, subsidies will act as a buffer between 
the increase in fuel-supply cost and end-user electricity tariff adjustments. Given current electricity tariff 
levels (on the high end as per regional benchmarks) and its fuel dependency, the coupling of an oil price 
threshold with a subsidy cap, which would cushion potential tariff increases, was deemed more 
appropriate and politically more viable than a full fuel-pass-through. Once Burkina significantly improves 
its fuel mix and reduces the cost of service with the commissioning of interconnections with Ghana and 
Niger by 2017 and 2022, respectively, it will be in a better position to shift towards fully cost-reflective 
tariffs (see table A5.4). 

  

                                                 
3Determined by CIDPH and revised every month based on oil actual CIF price and various costs (import duties, fees, 
transportation, etc.).  
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Table 4.1. SONABEL’s projected incomes and financial ratios 2016-2018 
 ACTUAL PROJECTIONS** 

  Clearance of arrears to Sonabhy Clearance of arrears 
and fuel tariff adjustment 

 2014 2015 2016 2017 2018 2016 2017 2018 
EBITDA1 (FCFAm) 15,660 14,298 28,581 44,141 44,040 33,078 44,494 50,101 
Net incomes (FCFAm) (11,189) (17,695) (23,987) (17,166) (782) 1,091 6,590 9,040 
Av. tariff per kWh (FCFA) 90.28 90.48 91.06 92.46 92.44 91.06 92.46 92.44 
Av. income per kWh (FCFA) 131.45 140.41 143.23 141.91 142.60 143.23 141.91 142.61 
Av. cost per kWh sold (FCFA) 140.87 151.87 158.48 150.97 142.42 142.43 138.80 135.72 
Av. cost per kWh injected (FCFA) 117.85 126.92 132.63 125.99 118.79 119.20 116.76 113.20 
DSCR1 (target* > 1.2) 1.10 0.80 -1.84 0.75 1.05 -3.03 1.35 1.41 
Net debt / CFADS2 (target*<7) 8.13 11.69 -5.34 8.84 5.13 -2.21 3.45 2.58 
LT debt / Equity (target*<2) 2.25 1.91 6.48 10.00 8.38 2.64 2.19 1.57 
ROE3 (target*>4%) -0.16 0.00 -13.1% -9.6% -0.4% 0.5% 3.0% 3.8% 
*as set in SONABEL performance contract dated 2015 ("contrat plan")   ** Sources: SONABEL’s financial model  
1 Earnings Before Interest, Taxes, Depreciation and Amortization; 2  Debt Service Coverage Ratio; 3  Cash Flow Available for 
Debt Servicing;4 Return on Equity  
 

4.16. The financial performance of SONABEL will be further improved by measures to lower the cost 
and strengthen the security of fuel supply to SONABEL (Trigger 2). It will rely on the introduction of 
competition for fuel deliveries to SONABEL and implementation of key recommendations from an audit 
on fuel consumption in SONABEL power plants. Open competition for fuel supply to SONABEL on the local 
market will increase the security of supply, while reinforcing the efficiency of the supply chain will 
significantly improve SONABEL financial performance, notably through optimization of the fuel mix and 
the reduction of transport losses. The audit report on fuel consumption that will detail key measures is 
currently being prepared and should be available by early-2017.  

4.17. This operation supports SONABEL’s engagement in a revenue protection program (PA#3). Such 
a program will reduce its commercial losses by capturing in a permanent manner revenues from a high- 
value segment of customers representing 37 percent of its current sales. The program consists of installing 
advanced metering infrastructure targeting HV and Medium Voltage (MV) and the creation of a Meter 
Control Center (MCC) to monitor consumption and enforce corrective action in real time. The program 
would potentially incorporate Low-Voltage (LV) customers over time. Implementation of MCC is 
complemented by incorporating a Commercial Management System (CMS) to support development of all 
commercial processes and activities involving 100% of customers: metering, billing, collection, unpaid 
bills, new services, communication through call centers, agencies, and internet CMS incorporation is 
ongoing in SONABEL with funds of the existing investment project and is expected to be finalized by end-
2017. This approach will ensure sustainability of the company’s good performance and develop its ability 
to prevent non-technical losses on the high-value customer segment in a permanent manner. The 
Revenue Protection Program (RPP), approved by the Board of Directors of SONABEL4, will scale up the 
successful pilot program with the support of the PASEL project (Electricity Sector Support Project). It will 
reduce client receivables by 30 percent by 2018. This would ultimately facilitate, looking forward, the 
implementation of electricity tariff adjustments. 

  

                                                 
4 Deliberation N. 001MEMC/SG/SONABEL/CA portant adoption d’un programme de protection des revenus de la SONABEL. 
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Prior Action #1: The Recipient, SONABEL and SONABHY have entered into a tripartite agreement to clear arrears 
accumulated between the Recipient, SONABHY and SONABEL; with an implementation process that includes: (a) a 
one-time payment of CFAF 40 billion from SONABEL to clear part of the accrued arrears to SONABHY; (b) the 
conversion of the remaining CFAF 26.6 billion due by SONABEL to SONABHY into a debt to be repaid over ten years; 
and (c) clearance of the Recipient’s arrears to SONABEL for electricity bills and compensation subsidies in the amount 
of CFAF 45.48 billion over the period of three years between 2017-2019. 
 
Prior Action #2: In order to improve the financial performance of SONABEL, the Recipient’s ministries responsible 
for commerce, energy, and finance have approved an inter-ministerial decree that states the following: (a) the 
Regulatory Authority of the Electricity Sector (ARSE) shall review SONABEL’s projections for each year’s fuel prices; 
(b) the Recipient shall determine an annual subsidy cap limiting budget exposure, which triggers an electricity tariff 
revision implemented by SONABEL; and (c) the establishment of disbursement modalities aimed at ensuring timely 
disbursements of subsidies to SONABEL. 
 
Prior Action #3: In order to improve its revenues, SONABEL’s Board of Directors has approved a Revenue Protection 
Program which provides for the use of smart meters that will strengthen the management of high-voltage and 
medium-voltage customers’ accounts. 
 
Triggers for the second operation: 
Indicative Trigger 1: The Council of Ministers has allocated adequate funds in the 2018 budget to: (a) cover the 
annual payment indicated in Prior Action 1 and; (b) cover the receivables from other state-owned enterprises and 
para-public agencies owed to SONABEL. 
Indicative Trigger 2: To improve the financial performance of SONABEL: (a) the Council of Ministers has approved a 
legal framework to introduce competition for fuel deliveries from SONABHY storage facilities to SONABEL plants; 
and (b) the Ministry of Energy and Mines and SONABEL have implemented the recommendations of the audit report 
on fuel consumption, and approved regulations regarding invoicing to minimize leakages during transport. 
Indicative Trigger 3: SONABEL has allocated funds and implemented the actions required in the first year of the 
revenue protection program. 
 
Expected results for Prior Actions #1, #2, and #3:  
Indicator 1: Reduction of cross arrears between the Government, SONABHY and SONABEL. 
Baseline: arrears accrued by June 30, 2016: CFAF 140 billion. Target in 2018: CFAF 60 billion. 
Indicator 2: Improved financial performance of the state-owned electricity provider (Société Nationale d'Electricité 
du Burkina Faso -SONABEL), as measured by Earnings before Interest, Tax, Depreciation and Amortization (EBITDA).  
Baseline 2015: CFAF14 billion. Target 2018: above CFAF 40 billion or higher. 
Indicator 3: Reduction in customer’s outstanding bills due to SONABEL (as measured by client receivables).  
Baseline in 2015: CFAF 55 billion in 2015. Target in 2018: below CFAF 39 billion in 2018.  
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Pillar 2.  Diversifying energy and improving the legal and institutional framework of the energy sector  

Challenges  

4.18. The overall objective of the Government’s strategy in the power sector is to reduce the 
country’s dependency on imported and expensive fossil fuels and gradually shift the generation mix 
towards renewable energy and affordable imports of electricity from the sub-region. The Government 
is targeting a dramatic scale-up of renewable energy generation by 2030, primarily through utility-scale 
Solar Photovoltaic (PV) power plants, to reduce generation costs, while also reducing exposure to foreign 
exchange risks. This strategy requires a scale up in power generation to fill the capacity deficit, and meet 
the significant growth in demand (see Table A6.2), from baseload technologies such as thermal power and 
interconnection that can compensate for the intermittency of solar power. The strategy also includes 
additional investments in the national grid to enable it to absorb intermittent solar power, and will require 
the deployment of firm baseload capacity, some of which can be provided by rehabilitation and extension 
of thermal generation assets and sourced through regional interconnectors. The sector’s mid-term 
strategy is further detailed in Annex 6.  

4.19. Lack of effective sector planning to meet peak demand and accommodate the increase of PV 
plants, as well as weak legal and regulatory frameworks, have hampered the implementation of this 
strategy. The shift towards intermittent solar electricity needs to be properly articulated with significant 
investments in the rehabilitation and extension of thermal generation assets to meet evening peaks and 
avoid system-wide blackouts. The outdated country sector master plan does not currently include those 
investments. The Government’s ability to plan the development of the electricity sector and continuously 
update it as the sector evolves needs to be strengthened. The reorganization of the General Department 
of Energy has created fragmented responsibilities for sector planning. The rationale to establish new 
specialized agencies, notably for renewable energy and energy efficiency, and the definition of their 
mandates should draw from previous global and African experiences. Effective sector regulation needs to 
be established in a transparent and credible manner to provide adequate confidence for private operators 
and reduce demand for sovereign guarantees and credit enhancements. In order to attract private sector 
participation, the financial health, operational performance and market credibility of the single off-taker, 
SONABEL, needs to be improved and sustained (cf. Pillar 1 discussed above). 

4.20. The private sector can play an important role to accelerate the deployment of power 
generation, in particular for renewable energy. To keep pace with increasing demand and increase 
diversity of supply, Burkina Faso needs to invest heavily in the power sector going forward. Recent 
projections point towards investments between US$800-US$1,500 million in the period up to 2030 (see 
Table A6.3). As much as 75 percent of these investments can be leveraged from the private sector. As per 
the experience in a number of countries, the private sector can be mobilized to bring capacity and know-
how as well as financing. Mobilizing private financing for generation would free up scarce public resources 
for transmission and distribution network development, as well as grid reinforcement. This will help 
absorb intermittent solar power and enable interconnections with neighboring countries (Cote d’Ivoire, 
Ghana and Niger) which are able to supply cost-effective power to reduce overall cost of electricity service 
in the country (See Annex 6). 

Reforms and medium-term objectives 

4.21. The letter of sector policy articulates the approach of the newly elected government to 
achieving the overall targets of the national strategy in the energy sector (Politique Sectorielle de 
l’Energie - POSEN 2014-2025)  (PA#4). The policy letter sets priorities in terms of investments, energy mix 
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and private sector participation in the energy sector to shift towards more affordable electricity and 
increased access. It relies on the following six pillars: (i) develop electricity supply from renewable sources; 
(ii) develop firm baseload capacity, required to develop further solar PV plants; (iii) increase access to 
modern energy services; (iv) promote energy efficiency; (v) develop regional integration; and (vi) ensure 
availability of petroleum products. Private sector participation is expected to play a major role in 
increasing electricity supply over the next five years. This would help to ensure the financial viability of 
the sector, improve sector planning and procurement capacities, strengthen the role of the regulator and 
improve the investment climate for private operators. The Government will pursue decentralized 
generation in renewable energy in rural areas where this technology is least-cost.  

4.22. The Government, in close collaboration with the WBG, has prepared a roadmap for diversifying 
the energy mix of the country by 2030, which will serve as the basis for preparing the country’s 
electricity sector Least-Cost Development Plan, LCDP (Trigger 4). The LCDP will identify and sequence the 
technology, timing, location and financing of specific investments, notably to ramp up solar PV 
development (see Figure A6.5). The Rural Electrification Plan will be developed in parallel. It will present 
the path to increase access to electricity services and meet Government’s objective. Improved sector 
planning capacity will speed up implementation of the national strategy in the energy sector. 

4.23. The LCDP will be kept systematically updated jointly by the Ministry of Energy and SONABEL as 
the sector evolves (Trigger 5). The pipeline of projects identified would be procured in a timely, 
transparent and cost-effective manner, i.e., through a competitive process (see below). A dedicated unit, 
staffed with qualified resources from the Ministry of Energy and Mines and SONABEL, will be in charge of 
investment planning as well as preparation, procurement and negotiation of IPP projects, with the 
objective of keeping the least-cost development plan permanently updated and procuring new generation 
plants in a timely, transparent and cost-effective manner. This unit, which will be further supported by 
technical assistance and transaction advisory services for IPPs for grid-connected PV-Solar with storage, 
could be included in a new investment lending operation. The Council of Ministers will retain a monitoring 
role over implementation of the Least-Cost Development Plan, as any significant deviation has the 
potential to increase the fiscal burden on the sector. 

4.24. Cost-effective implementation of the LCDP requires bolstering government’s capacity to 
negotiate mutually beneficial and bankable agreements. None of the recently launched IPPs have been 
brought to financial close to date, due to (i) limited legal and transactional capacity within the Ministry 
and SONABEL; (ii) the absence of standardized competitive processes and bankable bidding documents 
available to select IPPs in a timely, transparent and cost-effective manner; and (iii) the non-
creditworthiness of the utility, which led to lengthy negotiations with potential developers on sovereign 
guarantees and credit enhancement mechanisms.   

4.25. The “bankability” of core transactional documents and government commitments and 
obligations needs to be established and proven in initial IPPs to enable replication and lower unit cost. 
Human capacity in PPP and sector regulation needs to be strengthened, initially through knowledge 
transfer from advisors embedded in the Ministry and utility, paired with broad-based capacity building. A 
transactions advisor has been recruited to support the Government to (i) streamline the IPP projects 
pipeline by establishing standardized bidding and transactional documents, which are currently critically 
missing; (ii) strengthen in-house capacities; (iii) prepare the new PPP legal framework; and (iv) bring 
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specific front-runner transactions, for which contractual documentation have been negotiated5, to 
closure (PA#5).  

4.26. Revision of applicable institutional, legal and regulatory frameworks for the electricity sector 
will clarify responsibilities among agencies and competition processes for private sector participation 
(Trigger 7). A diagnostic of existing institutional arrangements will inform the preparation of a new 
electricity law, supported through the ongoing Electricity Sector Support Project (Projet d’Appui au 
Secteur de l’Electricité-PASEL, P128768) Expected in 2017, the law will, inter alia, set the new PPP legal 
framework based on international best practices, and clarify responsibilities and roles among key 
agencies, including the role of the regulator in tariff setting and licensing of new private sector entrants.  

4.27. Establishment of an Electricity Sector Development Fund will further strengthen predictability, 
transparency and governance of budget transfers to the sector (Trigger 6). The advantage with a fund 
structure is the ability to mobilize funding from multiple sources through budget transfer, levies and taxes, 
and account for these separately from the government budget resources with clear triggers for 
disbursement and with full transparency to suppliers, banks and business partners needing security of 
payments, and establishing letters of credit.  Separating the government’s resources, commitments and 
obligations to the sector in a separate fund would, if well implemented, reduce the opacity of the current 
structure whereby cross debts and delays in transfers have created uncertainty and in some cases real 
added costs through interest rates on short-term credit facilities to manage liquidity challenges in the two 
parastatals. (See Senegal case below). Lessons learned from Senegal indicate that the ESDF would need 
appropriate governance arrangements, sufficient funding, and a sunset clause, as the ESDF is not needed 
once the financial equilibrium in the sector is reached, that is, once the revenues from the tariff are 
sufficient to cover the cost of service.  

Box 4.1 Senegal – Special Fund for Energy 
SENELEC, the Senegal State Utility, faces a similar dependency on imported fuel to power its thermal generation. During the 
period leading up to 2011 SENELEC’s financial situation deteriorated to a point where it had difficulty importing necessary fuel 
and honoring payment obligations. To address this and to increase transparency, The Government of Senegal (GoSN) set up a 
special stabilization fund to support fuel provision for electricity generation (the Special Fund for Energy – FSE), in particular 
to reduce the risk of power outages during fuel price hikes and to finance priority sector projects that would put the sector 
onto a more sustainable path. The FSE became operational in July 2011 and it initially financed fuel supplies to SENELEC as 
well as investments in new infrastructure, particularly generation expansion. The Fund’s revenues are financed through 
SENELEC contributions, as well as taxes on oil products, energy and telecommunications. FSE is also used to channel GoSN 
budget transfers to SENELEC for tariff compensation. An automatic fuel price adjustment mechanism was built into the tariff 
structure, and validated by the sector regulator (CRSE), it allows SENELEC to be compensated for revenue shortcomings 
according to the concession agreement when GoSN refuses to increase tariffs. Lower global oil prices in 2015 helped to reduce 
costs, reduce the burden of the electricity sector on the national budget, and restore financial viability in the short term. Direct 
transfers to the sector through the FSE have declined from 2.4 percent of GDP in 2012 to 0.4 percent of GDP in 2015 and are 
expected to be zero in 2016. The fund is managed as a special vehicle within the Ministry of Finance, and has only one full-
time staff and additional roles are filled by part-time services from within the Ministry. Government is contemplating 
additional mobilization of funds through bonds and other instruments dedicated to large-scale power sector infrastructure or 
PPP financing. That said, there is a thriving debate in Senegal regarding the future of the FSE.  Following its inception, the FSE 
ensured the timely payments to fuel suppliers, and has reduced the need for SENELEC to revert to expensive short-term debt. 
Therefore, the FSE is regarded in the sector as having reduced the uncertainty of cash flows to SENELEC, and it has therefore 
contributed to reduced power outages. However, the FSE has at times been called upon to finance expenditures that are not 
budgeted, for instance to pay for receivables from government agencies. Critics have indicated that the FSE has discouraged 
the development of proper treasury management skills, and led in some cases to off-budget flows that are not fully 
transparent.   For that reason, the creation of a Special Fund for Energy should be undertaken with sound governance practices 
and a clear mandate.  It does show considerable promise to enable Government to respond to high spikes in fuel prices and 
to ensure that funds are available to address the sustained high growth in demand.  

                                                 
5 Concession Contract and the Power Purchase Agreement have been signed for the construction and operation of a grid-
connected photovoltaic power plant of 26.8 MWp in the Mouton region, municipality of Zina.     
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Prior Action #4: In order to improve sector planning, the Council of Ministers of the Recipient has approved a 
strategy for the energy sector that sets the Recipient’s priorities in the sector in terms of investments, energy 
diversification, and private sector participation over the period 2016-2020. 
 
Prior Action #5: In order to encourage private sector participation, the Ministry of Energy and Mines of the Recipient 
has appointed a technical expert responsible for providing assistance and advisory services on the preparation and 
negotiations of a revised Public-Private Partnerships (PPP) legal framework, including, power purchase agreements 
(PPA). 
 
Trigger for the second operation: 
Indicative Trigger 4: The Council of Ministers has approved the Rural Electrification Plan to increase access to 
electricity, and the comprehensive Electricity Sector Master Plan, which will determine the least-cost expansion 
plans in terms of new investments, maintenance of existing power plant assets, and funding. 
Indicative Trigger 5: The Ministry of Energy and Mines and SONABEL have established and operationalized a joint 
investment planning unit to develop and regularly update the least-cost development plan and competitively 
procure new generation plants in a timely, transparent and cost-effective manner. 
Indicative Trigger 6: The Council of Ministers has established, on terms and conditions acceptable to the World Bank, 
an Electricity Sector Development Fund (ESDF) with inter alia appropriate governance arrangements, sufficient 
funding to meet its objectives as well as a sunset clause. 
Indicative Trigger 7: The Council of Ministers has approved and submitted to the National Assembly the updated 
legal, institutional and regulatory framework for the electricity sector, which clarifies, inter alia, the roles and 
responsibilities of key agencies and the PPP legal framework. 
 
Expected results for Prior Actions #4 and #5:  
Indicator 4: Maximum installed capacity for new solar photovoltaic plants (Mega Watt peak - MWp). Baseline 2015: 
0. Target 2018: 77 
Indicator 5: Capacity available on the interconnected network, excluding guaranteed imports (% of installed 
capacity). Baseline 2015: 52 percent. Target 2018: 62 percent.  
Indicator 6: Number of Independent Power Producer (IPP) projects having been signed and successfully negotiated. 
Baseline 2015: 0. Target 2018: 2. 
Indicator 7: Percentage of IPPs under standardized competitive process.  
Baseline 2015: 0 percent. Target 2018: 50 percent. 

 

Pillar 3. Strengthening tax collection and public procurement processes 
 
Challenges 

4.28. Low performance in fiscal revenue mobilization undermines sustainable economic 
development. The tax revenue to GDP ratio was 15 percent in 2014, one of the lowest in WAEMU. The 
share of value added tax (VAT) in overall fiscal revenues has steadily declined from 41 percent in 2009 to 
32 percent in 2014. This situation mainly results from a lack of focus on creditworthy taxpayers and the 
accumulation of VAT arrears (CFAF 35 billion at end-2014). As a result, the collection productivity of VAT 
was extremely low, equivalent to about 20-25 percent of the potential tax base.  

4.29. Weak tax performance has also been the result of complex procedures and multiple databases, 
preventing the proper identification and monitoring of taxpayers. Though some measures have recently 
been implemented to strengthen the efficiency of revenue collection, including interconnection of the 
DGI and DGD (Customs) databases, which has made it possible to detect more than 250 cases of fraud, 
further actions are needed such as the systematic cross-checking of information between the two 
Directorates. In addition, there are delays in tax collection and high risks of fraud on tax exemptions and 
VAT refunds. Of particular concern in the area of tax collection is that Burkina Faso ranks 149th out of 185 
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countries on the Cost of Doing Business indicator for paying taxes in 2016. This poor ranking reflects the 
inefficiency of payment procedures with 45 tax payments per year for a single taxpayer and an average 
annual time cost of 270 hours (compared to an average of 297.9 hours for SSA). Other weaknesses include 
complex payments measures that raise the cost of compliance and weak enforcement of sanctions. 

4.30. Weaknesses in tax collection negatively affect budget reliability, creating significant gaps 
between planned and actual revenue. Limited tax collection also has an impact on the treasury and often 
results in delayed payments, leading to low budget execution rates as a result of high unpredictability in 
the resource flows to service delivery agencies and accumulation of arrears. Expansion of the tax base and 
improved collection capacities are crucial for increasing domestic resources, which in turn ensure credible 
fiscal policy management. It is worth noting that the low threshold of VAT liability (annual turnover of 
CFAF 50 million) significantly reduces the performance of this tax. Currently, this low liability threshold 
entails a large number of taxpayers that is less efficient in terms of revenue, as the tax administration 
cannot ensure collection of the taxes due to the large size of this population and its geographic dispersion. 
These are the perverse effects of the quest for liability of the biggest number of taxpayers, notably those 
in the informal sector who collect VAT and do not remit them whereas suppliers from the formal sector 
request repayment to Tax Administration. Land tax collection also remains very low in Burkina Faso and 
needs to be strengthened. Furthermore, the lack of regulatory interpretative provisions of the fiscal law, 
and the absence of communications, heavily hinder taxpayers’ understanding of their obligations and 
further depresses the compliance rate. A draft tax code is being developed and the regulatory measures 
needed to enforce it have yet to be undertaken.  

4.31. Another fiscal challenge concerns the efficiency of public spending. Procurement remains one 
of the most important bottlenecks of budget execution, especially of the investment budget. A 2013 
World Bank study on boosting capital expenditure in WAEMU countries showed that a significant part of 
the investment budget is neither spent as intended, nor actually translated into tangible development 
results due to, among others, weaknesses in the procurement system. These weaknesses, which are 
illustrated by long delays in the procurement process, include (a) inadequate capacities in the 
procurement units of sectoral ministries evidenced by poor quality of bidding documents; (b) duplication 
of redundant controls; (c) the low threshold of procurement methods and delegation of approval; and (d) 
lack of accountability mechanisms on service delivery that put pressure on the Government to monitor 
contracting delays. Contract management is also part of the problem, particularly for some activities in 
infrastructure such as road maintenance where the procurement process takes a long time and results in 
an important number of annual contracts that are neither cost effective nor manageable. 

Reforms and medium-term objectives 

4.32. The proposed operation supports the actions undertaken by the Government to improve tax 
collection. In the short term, the two main objectives are to (a) increase the control and the monitoring 
of taxpayers through an improved coordination between the Customs and the Tax Administration (PA#6); 
and (b) ensure better distribution of the tax effort among taxpayers, based on their level of income by 
improving the collection of taxes on debtors through the issuance of court orders (garnishment) and by 
introducing a new tax on buildings (PA#7). In the medium-term, the emphasis is on VAT collection by 
reorganizing its billing and increasing thresholds. The new Tax Code will aim at increasing taxpayer 
compliance by introducing a customer care approach through a simplification of tax and customs 
clearance procedures and a more accessible tax administration to citizens. All are mutually reinforcing 
complementarities among these actions and the structural benchmarks related to domestic resource 
mobilization under the ECF supported program.  
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4.33. Strengthening public procurement management is a priority area. The objective is to improve 
the efficiency, performance, and accountability of the public procurement process. Second-generation 
procurement reforms involve focused efforts to increase capacity and monitoring performance. The new 
procurement code will be based on the principles of equal treatment, non-discrimination, economy, 
efficiency and transparency. It will regulate the institutional framework for procurement, define the 
overall organization of the procurement system, establish clear guidelines for the use of single-source 
procurement in line with international standards, and provide adequate provisions for contract 
implementation. The number of steps in the process of procuring goods and services under this new code 
will be reduced. Furthermore, with the possibility of using country systems, the new code would help 
reduce the double review in projects financed by donors in Burkina. The new code will be followed by the 
adoption of new decrees that will ensure its proper implementation by organizing the functioning of the 
(i) procurement process, (ii) sanctions, and (iii) the Regulatory Authority. 

Prior Action #6: In order to broaden the tax base, the Ministry of Economy, Finance and Development of the 
Recipient has improved the identification and monitoring of taxpayers by reconciling the DGI and DGD databases.  
Prior Action #7: The Council of Ministers of the Recipient has: (a) strengthened the administrative process through 
the introduction of Garnishment6 Procedures in the Budget Law 2017; and (b) established a new flat tax of 0.2% on 
properties in urban areas in the revised Budget Law of 2016. 
Prior Action #8: The Council of Ministers has approved a new procurement code and submitted it to the National 
Assembly for enactment. 
 
Triggers for the second operation: 
Indicative Trigger 8. The Ministry of Economy, Finance and Development has adopted a policy which reorganizes 
the VAT billing and revises the eligibility criteria of VAT collection. 
Indicative Trigger 9: To increase tax revenue collection, the Council of Ministers has submitted to the National 
Assembly for enactment the new General Tax Code (Code Général des Impôts – CGI). 
Indicative Trigger 10: The Government has issued relevant Decrees which operationalize the 2016 Procurement 
Code and proceeded with its effective implementation. 
 

Expected results for Prior Actions #6, #7 and #8:  
Indicator 8: An increase in VAT revenues. Baseline 2015: 6.5 percent of GDP. Target 2018: 7.0 percent of GDP. 
Indicator 9: An increase in non VAT tax revenues. Baseline 2016: 9.5 percent of GDP. Target 2018: 10.5 percent of 
GDP. 
Indicator 10: A reduction in the number of days on average to complete a public procurement from the invitation 
to bid to contract signed and approved. Baseline 2015: 142 days. Target 2018: 100 days.   
 
4.34. Preparation of this DPF series has been informed by lessons learned from previous DPFs, the 
findings of the Systematic Country Diagnostic (SCD) consultations, and the Implementation Completion 
and Results Report (ICRR) of the Growth and Competitiveness Credits (GCC) series. The main lesson from 
the previous DPFs has been that in Burkina Faso, macroeconomic stability and social programs will not 
have a strong positive impact on poverty indicators necessary to achieve the Government’s development 
objectives in the absence of broad-based economic growth. With this key lesson, the new DPF series built 
on the conclusions of the Performance and Learning Review of the CPS for FY13-FY16, and the preliminary 
findings of the SCD, to support reforms in key policy areas of energy sector and PFM, which would 
potentially help increase government’s ability to address weaknesses in the power sector, in tax collection 

                                                 
6 Definition: In fiscal Laws and francophone jurisdictions, garnishment (Avis à Tiers Détenteur - ADT) is an 

administrative process requiring a third party who owes money to a tax debtor, to instead pay the money to satisfy a debt to the tax 
administration. The third party is served with a garnishment to pay funds to the tax administration. 
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and in public procurement processes. The main lessons learned include: (a) the need for stronger and 
longer term commitment and leadership for sensitive reforms such as in the energy sector; (b) greater 
realism to better reflect what can be achieved in a context of limited capacity;(c) simplifying design is 
important to ensure effective and successful implementation; (d) sustained follow-up of prior actions that 
can have cascading effects on the second and final operation of the series; and (e) leverage the impact of 
World Bank support to Government by providing in parallel policy-based support which focuses on the 
policy and institutional aspects underpinning the sector’s reform program and an investment financing 
operation to tackle key investment needs in energy. These lessons informed the design of the proposed 
operation, which consolidated and built on the recommendations of the policy notes prepared in June 
2016 for the new government, focusing on a set of obstacles that have created bottlenecks to more 
inclusive growth and better delivery of social services.  Overall, effective implementation of the major 
policy areas supported by the series will help to sustain growth and reduce poverty in Burkina Faso. 

4.35. Extensive analytical work underpins each of the policy areas covered by the proposed DPFs. 
Recent studies undertaken by the World Bank, the Government of Burkina Faso and its other development 
partners including African Development Bank, IMF and EU, have played a fundamental role in the 
operation’s design. The table below describes its eight prior actions and summarizes the analytical basis 
for each.  

 

Table 4.2: Prior Actions and Analytical Underpinnings 
Prior Actions Analytical Underpinnings 
Pillar 1: Improving the financial sustainability of the energy sector 

Prior Action 1. The Recipient, SONABEL and SONABHY have 
entered into a tripartite agreement to clear arrears accumulated 
between the Recipient, SONABHY and SONABEL; with an 
implementation process that includes: (a) a one-time payment of 
CFAF 40 billion from SONABEL to clear part of the accrued arrears 
to SONABHY; (b) the conversion of the remaining CFAF 26.6 billion 
due by SONABEL to SONABHY into a debt to be repaid over ten 
years; and (c) clearance of the Recipient’s arrears to SONABEL for 
electricity bills and compensation subsidies in the amount of CFAF 
45.48 billion over the period of three years between 2017-2019. 

‘’IMF Staff report on the Fourth and Fifth Reviews 
Under the Extended Credit Facility Arrangement’’ 
June 2016 
 
 
 

Prior Action 2. In order to improve the financial performance of 
SONABEL, the Recipient’s ministries responsible for commerce; 
energy; and finance have approved an inter-ministerial decree that 
states the following: (a) the Regulatory Authority of the Electricity 
Sector (ARSE) shall review SONABEL’s projections for each year’s 
fuel prices; (b) The Recipient shall determine an annual subsidy cap 
limiting budget exposure, which triggers an electricity tariff 
revision implemented by SONABEL; and (c) the establishment of 
disbursement modalities aimed at ensuring timely disbursements 
of subsidies to SONABEL. 

“Public Expenditure Review in the Energy and 
Transport Sectors,” World Bank, March 2013. ‘’IMF 
Staff report on the Fourth and Fifth Reviews Under 
the Extended Credit Facility Arrangement’’ June 
2016  
‘’Rapport sur l’approvisionnement en produits 
pétroliers du Burkina Faso et sur 
l’approvisionnement de la SONABEL’’, Juillet 2016, 
Jean-Pierre Favennec. 
‘’SONABEL’s Audit of charges and subsidies received 
from GoBF for the period 2010-13’’, 2014 

Prior Action 3. In order to improve its revenues, SONABEL’s Board 
of Directors has approved a Revenue Protection Program which 
provides for the use of smart meters that will strengthen the 
management of high-voltage and medium-voltage customers’ 
accounts. 
 

‘’The benefits of Revenue Protection Program, 
United Illuminating Company’’, March 2007  
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Prior Actions Analytical Underpinnings 
Pillar 2: Diversifying energy and improving the legal and institutional framework of the energy sector 

Prior Action 4. In order to improve sector planning, the Council of 
Ministers of the Recipient has approved a strategy for the energy 
sector that sets the Recipient’s priorities in said sector in terms of 
investments, energy diversification, and private sector 
participation over the period 2016-2020. 

‘’Medium Term Strategy and Roadmap for Burkina 
Faso’s Energy Sector’’, World Bank Executed Study 
by Tractebel/Nodalis,  June 2016 

Prior Action 5. In order to encourage private sector participation, 
the Ministry of Energy and Mines of the Recipient has appointed a 
technical expert responsible for providing assistance and advisory 
services on the preparation and negotiations of a revised Public-
Private Partnerships (PPP) legal framework, including, power 
purchase agreements (PPA). 

Independent Power Projects in Sub-Saharan Africa - 
Lessons from Five Key Countries, World Bank 
GoBF least-cost development plan, EDF, 2014. 
 

Pillar 3: Strengthening tax collection and public procurement processes 
Prior Action 6. In order to broaden the tax base, the Ministry of 
Economy, Finance and Development of the Recipient has 
improved the identification and monitoring of taxpayers by 
reconciling the DGI and DGD databases. 

“Policy Note on Macroeconomic management,” 
World Bank, June 2016. 
‘’IMF Staff report on the Fourth and Fifth Reviews 
Under the Extended Credit Facility Arrangement’’ 
June 2016 

Prior Action 7. The Council of Ministers of the Recipient has: (a) 
strengthened the administrative process through the introduction 
of Garnishment7 Procedures in the 2017 Budget Law; and (b) 
established a new flat tax of 0.2% on proprieties in urban areas in 
the revised Budget Law of 2016.  

“Policy Note on Macroeconomic management,” 
World Bank, June 2016. 
‘’IMF Staff report on the Fourth and Fifth Reviews 
Under the Extended Credit Facility Arrangement’’ 
June 2016. 

Prior Action 8. The Council of Ministers has approved a new 
procurement code and submitted it to the National Assembly for 
enactment. 

“Policy Note on Governance and Public 
Administration,” World Bank, June 2016. 

 

4.3 LINK TO THE CPF, OTHER WORLD BANK OPERATIONS AND THE WBG STRATEGY 

4.36. The proposed first operation in a programmatic series of two DPFs is an integral part of the 
World Bank’s assistance to Burkina Faso under the IDA/IFC/MIGA Country Partnership Strategy (CPS) 
for FY213-FY16 (Report number 78793). The CPS, endorsed by the Board on September 19, 2013, is fully 
aligned with the SCADD. Its objectives, as revised during the Performance and Learning Review exercise, 
include: (a) accelerate inclusive and sustained economic growth; (b) enhance governance to deliver social 
services more efficiently; and (c) reduce social, economic, and environmental vulnerabilities. To reinforce 
these three strategic objectives, the CPS encompassed two cross-cutting themes: governance and gender 
equity. The series remains well aligned with the priorities of the new National Economic and Social 
Development Plan (PNDES) adopted by the Government on October 3, 2016. The CPF under preparation 
for FY17-FY20 aims to support the PNDES goals in areas that are consistent with the WBG’s comparative 
advantage and the priorities identified in the draft SCD, including energy and fiscal management; the 
series will therefore represent an important element of the WBG engagement in Burkina Faso over the 
next few years. 

4.37. The series is an important complement to other IDA and IFC lending investment projects. 
Reforms under Pillar 1 of the proposed operation are linked to activities supported by the Burkina Faso 

                                                 
7 Definition: In fiscal Laws and francophone jurisdictions, garnishment (Avis à Tiers Détenteur - ADT) is an 

administrative process requiring a third party who owes money to a tax debtor, to instead pay the money to satisfy a debt to the tax 
administration. The third party is served with a garnishment to pay funds to the tax administration. 
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Electricity Sector Support Project (P148768), including an Additional Financing approved in FY14, which 
seeks to: (i) increase access to electricity; (ii) improve the reliability of electricity supply; and (iii) improve 
the efficiency use of energy with financial support amounting to US$85 million. Overall, WBG support to 
the electricity sector should increase with an exceptional World Bank support amounting to US$80 million 
in order to increase the country’s power production capacity and sector reforms. The new DPF series 
complements the objectives of the ongoing Public Sector Modernization Project (P132216), approved in 
July 2015, which uses many of the levers that proved successful to public financial management reforms 
in Burkina Faso under the CPS Pillar 2 and the cross-cutting theme of Governance. Also, reforms under 
Pillar 3 of the proposed operation are closely linked to activities supported by the Economic Governance 
and Citizen Engagement Project which was approved on February 18, 2016. This project seeks to enhance 
domestic revenue mobilization and improve the use of public resources by strengthening accountability 
mechanisms, revenue collection systems, and public expenditure management. 

4.4 CONSULTATIONS AND COLLABORATION WITH DEVELOPMENT PARTNERS 

4.38. Consultations: The proposed operation supports the objectives of the PNDES, which has been 
developed through an inclusive participatory process. The authorities have consulted with a wide range 
of stakeholders to ensure the broadest possible buy-in during the preparation of the PNDES. Consultations 
held in June 2016 involved government officials, Members of the National Assembly, representatives of 
civil society, the private sector, and Burkina Faso’s development partners. In designing the proposed 
operation, further meetings were organized between the Government and the World Bank on the energy 
reforms as well as on fiscal management issues. 

4.39. Collaboration with other development partners: The World Bank team collaborates with donors 
in Burkina Faso, particularly with the IMF and the African Development Bank. In Burkina Faso, budget 
support coordination was initiated following the adoption of the first 3-year strategy under the Poverty 
Reduction Strategy Framework in 2000, which encouraged aid harmonization and the use of country 
systems. The proposed new DPF series is designed in coordination with other members of the Multi-Donor 
Budget Support Group (Cadre Général d’organisation des Appuis Budgétaires – CGAB). It will be 
implemented in line with the framework of the CGAB, which has been in place since 2005. This framework 
helps in coordinating budget support in Burkina and improving the predictability of the national budget.  
Together, the CGAB accounts for more than 80 percent of total development aid to Burkina. Its budget 
support framework has been updated over time to facilitate a more focused and flexible approach, and it 
will continue to underpin donor coordination.   

5. OTHER DESIGN AND APPRAISAL ISSUES  

5.1 POVERTY AND SOCIAL IMPACT 

5.1. The proposed DPF series is expected to help alleviate poverty and inequality in Burkina Faso. 
Increased access to electricity, which is less than 20 percent nationwide today, would not only improve 
households’ living conditions but also boost firms’ productivity and thereby lead to more job opportunities 
over time. Concurrently, the ability of Government to collect additional revenue will help to fund more 
infrastructure and services, with concomitant benefits for the poor. Lastly, the efficiency gains achieved 
through faster and more transparent procurement procedures will also increase the value for money of 
public spending and improve the expected benefits for the population. These positive effects on poverty 
will however take some time to materialize fully, explaining why some mitigation measures are necessary 
in the shorter term, especially related to the electricity tariff policy.  
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5.2. A primary objective of the proposed series is to increase access to electricity through higher 
energy production and distribution capacity, and lower costs, over time. Among others, this combination 
will be achieved by shifting gradually to imported energy from the regional pool, renewable sources (e.g., 
solar), and off-grid solutions in rural areas. These sources are cheaper than current biomass and fuels and 
should therefore lead to lower electricity tariffs and/or subsidies from the central administration to the 
energy sector over time. Both will have pro-poor impacts by improving affordability for the poor or by 
releasing fiscal resources for other sectors. 

5.3. Higher access to electricity will help enhance household living conditions. Today only one out of 
five households is connected to the national grid in Burkina Faso. Moreover, this average access rate 
masks significant variations across income groups since only 4 percent of the poorest quintile has access 
to electricity against almost 60 percent for the wealthiest quintile. The empirical literature suggests that 
improved access to electricity will bring higher benefits to the poor through the emergence of multiplier 
effects.8 These effects may occur through better performance at school (children can do their schoolwork 
at home after school in better conditions with electricity) and improvements in the quality of life by 
providing the opportunity to use appliances (refrigerator, television, and iron, among others). 

5.4. The second channel through which improved access to electricity will help reduce poverty is the 
expected impact on firms’ productivity. Many firms are constrained by low access to electricity. Even 
when they have access, load shedding can be significant.9 Improved and more reliable access to electricity 
will therefore help firms to produce more and at lower costs. Such positive impact can be especially 
important in highly energy-intensive sectors such as mining, fertilizers and agro-processing. Firms that are 
more competitive are more likely to increase their demand for labor, creating new jobs and making 
greater contributions to further poverty alleviation over time. 

5.5. An important aspect of the Government’s strategy in the energy sector concerns the reform of 
the electricity tariffs. Since the current average tariff, set at approximately US$0.21 per kWh, is already 
one of the highest in West Africa, the first operation supports the government’s initiative to limit the pass-
through from supply costs to tariffs by setting up a cap (see PA#2). Beyond this cap, the Government has 
to allocate subsidies to close the financing gap.10 Such an initiative aims at ensuring the financial viability 
of the sector by sharing the adjustment costs between customers and taxpayers. Concurrently, the 
Government has increased the tariffs for high-voltage clients at peak hours to better manage demand and 
increase the financial burden on large consumers. Over time, the expected decline in the supply costs of 
energy should help reduce the reliance on subsidies and thereby lower the burden on taxpayers. 

5.6. Prior actions related to fiscal management are expected to have positive effects on poverty over 
the medium term. The poor populations are the most dependent on essential public services. Improved 
tax collection will augment the fiscal space and free up supplementary resources for pro-poor spending. 
However, it has to be recognized that higher collection of indirect taxes (such as the VAT that is a tax on 
consumption) can lead to higher prices for some goods purchased from informal and/or small retailers 

                                                 
8 For a summary, see C. Calderon and L. Serven, Infrastructure and Economic Development in Sub-Saharan 

Africa, Policy, World Bank Research Working Paper 4712, 2008. Their main finding is that, other things equal, 
infrastructure development is associated with reduced income inequality. Combined with the finding that 
infrastructure also appears to raise growth, the implication is that, under the right conditions, infrastructure 
development can be a powerful tool for poverty reduction. 

9 In the 2015 WEF competitiveness report, inadequate access to electricity was the fourth most severe 
constraint faced by firms after access to financing, corruption, and taxes. 

10 As explained in the preceding section, the amount of subsidies is also capped to avoid an excessive burden 
on the budget in case of an extreme shock on costs (i.e., a large increase in fuel prices).   
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and affect disproportionately poor households. Such negative impact is, however, expected to be limited 
because most informal firms will remain under the thresholds for VAT payment (see trigger 7). Social 
protection measures such as conditional cash transfers could be explored by the Government and 
implemented to mitigate this adverse impact on poor consumers.  

5.7. Implementation of the new public procurement code will further increase the efficiency of 
public spending. Slow and non-transparent procedures contribute to substantial fiscal losses and reduce 
the impact of public expenditures on economic growth and poverty alleviation. The most important 
benefits are expected in implementation of the investment budget, which has been executed at a rate of 
75 percent in recent years, with improvements expected to benefit infrastructure sectors such as 
transport and energy. The subsequent increase in the stock of infrastructure will in turn generate higher 
economic growth over time.  

5.8. While the reforms supported by the DPF series are not directly focused on the promotion of 
gender equality, they will provide the fiscal space necessary to finance such objectives. Some gender 
issues are partially driven by an insufficient allocation of resources to key services. The proposed 
operation includes measures to promote tax collection as well as improvement in the procurement 
process that will help finance additional resource allocation toward the education and health sectors, with 
an emphasis on the enrolment of girls and delivery maternal health care services. 

5.2  ENVIRONMENTAL ASPECTS  

5.9. Implementation of reforms proposed in this operation is not expected to have large negative 
impacts on environment, forests, or natural resources. As a landlocked Sahelian country, Burkina Faso 
satisfies its energy needs by using the following sources of energy: imported oil, electric power and 
thermal hydropower, renewable energy (solar) and wood fuel. To mitigate the negative impact of these 
fuel sources on climate change, Burkina Faso has implemented extensive reforestation programs, 
promoted the use of butane gas, and developed solar programs (e.g., Zaghtouli, Zina). To support these 
actions, laws and regulations have been adopted including the institutional aspects. Adoption by the 
National Assembly of the Text N° 2015-1187 related to conditions and procedures for implementing and 
validating strategic environmental assessments, environmental and social impacts studies, devotes an 
important component to investments in the energy sector with clear categorization of policies and 
programs on energy in terms of generation, transmission, distribution, research or maintenance of 
infrastructure.  

5.10. The reform program supported by the DPF series will help shift the energy mix from traditional 
biomass and fossil fuels to imported electricity and renewable energy. A special emphasis will be on 
solar energy given the country’s climatic conditions. Such a shift will reduce deforestation, lower local 
pollution, and reduce GHG emissions.  

5.11. Related to fiscal management reforms, the activities supported by the proposed operation are 
expected to have neutral or positive effects on Burkina’s environment.  

5.12. On the proposed Energy and Fiscal Management Development Policy Financing, all projects on 
World Bank Group financing and others are under environmental and social assessments with Category 
B triggered for all of them: P128768 and P149115, Electricity Sector Support Project; P094919, The First 
Phase of the Inter-Zonal Transmission Hub Project of the WAPP (APL3) Program). These projects have 
safeguards specialists as an integral part of the project implementation unit. In general, the borrower’s 
capacities in terms of implementing, supervising, monitoring and evaluating the environmental aspects 
are ensured. Particularly, the National Environmental Agency (Bureau National des Evaluations 
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Environnementales, BUNEE), which oversees all projects expected to have adverse or positive 
environmental potential impacts, has the capacity to conduct high-quality environmental assessments. 
The framework, established at the national, regional and international levels, provides further assurances 
that the policy actions to be implemented under the DPF on energy and fiscal management will comply 
with sound environmental protection standards. 

5.3 PFM, DISBURSEMENT AND AUDITING ASPECTS  

5.13. The Government has adopted an update of the Economic and Finance Sector Policy (POSEF) for 
the period 2011 to 2020 which includes integrated public finance management actions plan. The 
subprogram of POSEF on PFM reforms aims at addressing the public financial management challenges 
highlighted in more recent assessments made of the PFM system. This includes the 2013 and 2010 Public 
Expenditure and Financial Assessments (PEFA), which highlighted significant progress made in the areas 
of comprehensiveness and transparency of the budget, policy-based budgeting with the introduction of 
multi-year programmatic budgets for all sectoral ministries, and internal controls, as well as compliance 
with good practices in budget preparation, approval, and amendment procedures. However, the 
assessment reports identified a number of critical shortcomings in revenue forecasting, effectiveness in 
collection of tax payment, availability of information on resources received by service delivery units, 
procurement, and external audits. The PFM reform program (Programme de Réforme de la Gestion 
Budgétaire – PRGB), has been updated with the support of most of the donors in the Multi-Donor Budget 
Support Group (Cadre Général d’Organisation des Appuis Budgétaires – CGAB). 

5.14. The Economic Governance and Citizen Engagement Project (P155121) effective in October 2016 
supports implementation of the PFM reforms and assists the Government of Burkina Faso (GoBF) in 
improving core areas of economic governance and citizen engagement, including (a) developing 
mechanisms for social accountability, transparency, and access to information on the management of 
public funds, including strengthening capacities of audit institutions, the judiciary, and civil society to fight 
fraud and corruption; (b) increasing fiscal space through the modernization of tax and customs systems 
and the improvement of revenue collection capacities; and (c) strengthening public expenditure 
management, including the procurement system efficiency and predictability and control in budget 
execution. Overall, the World Bank has assessed implementation performance of the public financial 
management reform program to date and Government’s commitment to its improvement as satisfactory. 
It further finds the fiduciary environment to be adequate to proceed with the proposed operation.   

5.15. The Government is aligning its PFM systems with current WAEMU directives. The Government 
has adopted the WAEMU Transparency Code and is aligning its national legislation with WAEMU’s six new 
PFM directives. The National Transitional Committee (CNT – Parliament) enacted the directive on the 
Finance Act in November 2015. Alignment with the directives will ensure convergence of the system with 
international standards of public finance. Expected outcomes of this comprehensive reform included 
realistic and sustainable budget forecasts; overall spending amounts determined on the basis of a multi-
year budget and economic planning; resources allocated more logically in order to achieve objectives; and 
better accountability from main authorizing officers (ministers and presidents of institutions).  

5.16. The IMF carried out an on-site safeguards assessment of the Central Bank of West African States 
(BCEAO) and found that progress has been made in strengthening the BCEAO’s safeguards framework 
since 2013 when the last safeguards assessment was undertaken. A continuing strong control 
environment is in place and all recommendations from the assessment have been implemented. These 
include strengthening the external audit arrangements by appointing an international firm with ISA 
experience for the audits of FY15-FY17, reinforcing the capacity of the audit committee with external 
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expertise to oversee the audit and financial reporting processes, and adoption of International Financial 
Reporting Standards (IFRS) starting with the financial year 2015. The flow-of-funds arrangements between 
the BCEAO and Burkina Faso’s Treasury have been reviewed based on an annual audit funded by the 
CGAB. Overall, the fiduciary risk of the proposed operation is rated “moderate”. This rating is based on 
the current status of the PFM system and improvements observed in the central bank’s safeguard 
framework, accounting systems and auditing arrangements. The Government has made progress in 
strengthening multiple aspects of public financial and budgetary management since the 2013 PEFA 
assessment, and its continuing efforts are supported by most of the donors in the Multi-Donor Budget 
Support Group (Cadre Général d’Organisation des Appuis Budgétaires – CGAB). Regarding budget 
transparency, most of the information related to annual budgets, quarterly budget execution reports, 
mid-year budget reviews, and annual settlement laws is available online at www.dgb.gov.bf. 

5.17. The proposed operation would consist of a single-tranche disbursement of US$100 million 
equivalent, provided on standard grant terms for the 45 percent (SDR 32.8 million or US$ 45.0 million 
equivalent) and credit terms for the 55 percent (EURO 50.3 million), to be made available upon 
effectiveness and disbursed following satisfactory implementation of the development policy program 
and the maintenance of an adequate macroeconomic framework. The resources will be released upon 
effectiveness, provided that IDA is satisfied (i) with the program being carried out by the Recipient and (ii) 
with the adequacy of the Recipient’s macroeconomic policy framework. The Recipient is the Government 
of Burkina Faso, represented by the Ministry of Economy, Finance and Development. The operation would 
follow IDA’s standard disbursement procedures for development policy financings and would not be 
linked to specific expenditures. Once the financing agreement becomes effective, and upon receipt of a 
withdrawal application, and provided IDA is satisfied with the program being carried out by the 
Government and with the appropriateness of the country’s macroeconomic policy framework, the 
proceeds of the grant will be deposited by IDA into an account designated by the GoBF at the BCEAO, 
where they will form part of the country’s foreign exchange reserves. The Government will credit the local 
currency equivalent in its budget using the prevailing exchange rate. As a due diligence measure, IDA will 
obtain confirmation from the Government that the sum of the proceeds has been accounted for in the 
country’s budget management system, including an indication of the exchange rate applied and the date 
of transfer. Confirmation will be expected within 30 days of disbursement. If, after being deposited in this 
account, the proceeds are used for excluded expenditures as defined in the Financing Agreement, IDA will 
require the Recipient to refund directly to IDA an amount equal to the amount of the payment promptly 
upon notice. Amounts refunded to the World Bank upon such a request will be canceled. No dedicated 
account is required.  

5.18. The closing date for the operation is June 30, 2019. 

5.4 MONITORING, EVALUATION AND ACCOUNTABILITY  

5.19. The Ministry of Economy, Finance and Development (MEFD) is the designated implementing 
agency and has the responsibility for monitoring the overall execution of the measures outlined in the 
DPF series. MEFD has experience in coordinating and implementing DPF and is the designated 
implementing agency. MEFD will be responsible for coordinating and reporting to the World Bank on 
progress. The World Bank multi-sectoral team will undertake supervision missions and provide technical 
assistance where needed. As with previous series, the institutional arrangements for the preparation and 
execution of this DPF series are within the established framework of the Multi-Donor Budget Support 
Group (Cadre Général d’Organisation des Appuis Budgétaires – CGAB) and in line with the PNDES 
performance matrix. Day-to-day monitoring of the program will be the responsibility of the Directorate in 
Charge of Cooperation (DGCOOP). Its oversight will be incorporated into the ongoing policy reform 

http://www.dgb.gov.bf/
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dialogue, including regular discussions with the IMF and other development partners. The technical 
responsibility for implementing the energy reforms will remain with the Ministry of Energy, and with the 
Ministry of Trade. PFM and procurement reforms will be implemented by the respective technical Units 
in the MEFD and the Regulatory Authority of Public Procurement (Autorité de régulation de la commande 
publique - ARCOP), with overall coordination provided by DGCOOP. The sector ministries will furnish 
relevant information and documentation on the status of their respective reforms to the DGCOOP, which 
will monitor progress against program objectives. A results matrix that tracks the two operations in the 
series will provide concrete indicators and empirical benchmarks to monitor progress and facilitate ex-
post evaluation following the end of the program in December 2018. The Government will update the 
2014 Households Survey (Enquête Multisectorielle Continue) to contribute to improve the timeliness and 
quality of data, and facilitate the improvement of its M&E system. 

5.20. Grievance Redress. Communities and individuals who believe that they have been adversely 
affected by specific country policies supported as prior actions or tranche-release conditions under a 
World Bank Development Policy Financing may submit complaints to the responsible country authorities, 
appropriate local/national grievance redress mechanisms, or the World Bank’s Grievance Redress Service 
(GRS). The GRS ensures that complaints received are promptly reviewed in order to address pertinent 
concerns. Affected communities and individuals may submit their complaint to the World Bank’s 
independent Inspection Panel that determines whether harm occurred, or could occur, as a result of 
World Bank’s non-compliance with its policies and procedures. Complaints may be submitted at any time 
after concerns have been brought directly to the World Bank's attention and Bank management has been 
given an opportunity to respond. For information on how to submit complaints to the World Bank’s 
corporate Grievance Redress Service, please visit http://www.worldbank.org/GRS. For information on 
how to submit complaints to the World Bank Inspection Panel, please visit www.inspectionpanel.org. 

6. SUMMARY OF RISKS AND RISK MITIGATION  

6.1. The overall risk rating for the proposed operation is substantial. The risk ratings in Table 6.1 
follow the four-point rating scale from low (L), to medium (M), substantial (S), and high (H). The two most 
important categories for the proposed operation are: (a) Institutional capacity for implementation and 
sustainability (S), and (b) Environmental and social risks (S). Macroeconomic risks remain moderate 
though there still are downside risks in the medium term, particularly in relation to containing wage bill 
pressures. A description of each of these risks and their respective mitigation measures is provided below. 

Table 6.1: Systematic Operations Risk-rating Tool (SORT) 
Risk categories Rating (H, S, M, or L) 

1. Political and governance Moderate 
2. Macroeconomic Moderate 
3. Sector strategies and policies Moderate 
4. Technical design of project or program Moderate 
5. Institutional capacity for implementation and sustainability Substantial 
6. Fiduciary Moderate 
7. Environmental and social Substantial 
8. Stakeholders Moderate 
Overall Substantial 

6.2. Macroeconomic risks (M): The country is vulnerable to external shocks. Indeed, a larger than 
expected decline in cotton and gold prices, as well as larger than expected increase in oil imports and high 

http://www.worldbank.org/GRM
http://www.inspectionpanel.org/
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oil prices may put pressure on Burkina Faso’s macroeconomic framework. In addition, higher than 
projected fiscal deficits partly due to higher wage bills arising from the political transition and continued 
energy subsidies constitute a source of risks. These risks would translate into a slowdown in economic 
growth, reduced fiscal revenues and a larger current account deficit. The burdens of addressing a 
macroeconomic disruption induced by these risks could divert resources away from priority needs in the 
energy sector and reduce the government’s efforts and ability to sustainably implement the agreed 
proposed reforms in the energy sector. To offset these risks, Burkina Faso’s authorities are seeking to 
diversify the economy, so as to be less dependent on agriculture and energy imports, and to alleviate the 
budgetary impact of changes in oil prices by establishing an oil price indexation mechanism both for 
SONABHY’s fuel pricing to SONABEL and the pump price. Structural reforms, including those supported by 
this operation, will contribute to partially mitigate these risks and reduce the effect of adverse changes in 
the external environment. Prudent fiscal policy that is implemented through the program supported by 
the ECF would lessen the effects of commodity price shocks. On the public servant wage bill, the 
authorities will continue to enhance the biometric enrolment of civil servants in the Payroll System and 
to improve the control of additional recruitments. The proposed DPF series will contribute to addressing 
these above issues in close collaboration with IMF team through its focus on fiscal management reform. 
The operation is designed to mitigate fiscal risks by supporting measures designed to reduce the burden 
from the energy sector and improve tax collection as well as the public procurement processes. Measures 
on tax collection would also help to build fiscal buffers.  

6.3. Institutional capacity for implementation and sustainability (S): Lack of capacity at the Ministry 
of Energy, at the ARSE and at the Ministry of Economy, Finance and Development may delay the 
implementation of some measures supported by this operation, including improvements in investment 
policies, in the regulation of the energy sector and in Tax administration. To address this risk, the World 
Bank will increase its engagement at the technical level to ensure that the reforms implemented under 
this operation prove sustainable over the long term. The Additional Financing to the PASEL as well as the 
Economic Governance Support Project would help to mitigate this risk. 

6.4. Environmental and social risks (S): Climatic shocks represent a serious threat to Burkina’s 
agriculture sector, both food crops and cotton production, and consequently to rural livelihoods and food 
security. As a landlocked country in the environmentally vulnerable Sahel region, Burkina Faso suffers 
from an extreme and variable climate, with the possibility of both flooding and drought occurring within 
a few months of each other. Weather-related shocks may affect the pace of reform implementation. The 
realization of such kind of shocks could reduce the fiscal space and efforts of containing current 
expenditures.  
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ANNEX 1: POLICY AND RESULTS MATRIX 

 

Prior Actions and Indicative Triggers Result Indicators 
(by end 2018) Prior Actions for DPF 1 Indicative Triggers for DPF 2 

Pillar 1 – Improving the financial sustainability of the energy sector 
Prior Action 1. The Recipient, SONABEL and SONABHY 
have entered into a tripartite agreement to clear 
arrears accumulated between the Recipient, SONABHY 
and SONABEL; with an implementation process that 
includes: (a) a one-time payment of CFAF 40 billion from 
SONABEL to clear part of the accrued arrears to 
SONABHY; (b) the conversion of the remaining CFAF 
26.6 billion due by SONABEL to SONABHY into a debt to 
be repaid over ten years; and (c) clearance of the 
Recipient’s arrears to SONABEL for electricity bills and 
compensation subsidies in the amount of CFAF 45.48 
billion over the period of three years between 2017-
2019. 

Indicative Trigger 1: The Council of Ministers has allocated 
adequate funds in the 2018 budget to: (a) cover the annual 
payment indicated in Prior Action 1 and; (b) cover the 
receivables from other state-owned enterprises and para-
public agencies owed to SONABEL. 

Indicator 1:  
Reduction of cross arrears between the 
Government, SONABHY and SONABEL. 
Baseline: arrears accrued by June 30, 2016:  
CFAF 140 billion. 
Target in 2018: CFAF 60 billion. 

Prior Action 2. In order to improve the financial 
performance of SONABEL, the Recipient’s ministries 
responsible for commerce; energy; and finance have 
approved an inter-ministerial decree that states the 
following: (a) the Regulatory Authority of the Electricity 
Sector (ARSE) shall review SONABEL’s projections for 
each year’s fuel prices; (b) The Recipient shall 
determine an annual subsidy cap limiting budget 
exposure, which triggers an electricity tariff revision 
implemented by SONABEL; and (c) the establishment of 
disbursement modalities aimed at ensuring timely 
disbursements of subsidies to SONABEL. 

Indicative Trigger 2: To improve the financial performance 
of SONABEL: (a) the Council of Ministers has approved a 
legal framework to introduce competition for fuel deliveries 
from SONABHY storage facilities to SONABEL plants; and (b) 
the Ministry of Energy and Mines and SONABEL have 
implemented the recommendations of the audit report on 
fuel consumption, and approved regulations regarding 
invoicing to minimize leakages during transport.  
 

Indicator 2: Improved financial performance of 
the state-owned electricity provider (Société 
Nationale d'électricité du Burkina Faso -
SONABEL), as measured by Earnings Before 
Interest, Tax, Depreciation and Amortization 
(EBITDA).  
Baseline 2015: CFAF 14 billion.  
Target 2018: CFAF 40 billion or higher. 

Prior Action 3. In order to improve its revenues, 
SONABEL’s Board of Directors has approved a Revenue 
Protection Program which provides for the use of smart 
meters that will strengthen the management of high-
voltage and medium-voltage customers’ accounts. 

Indicative Trigger 3: SONABEL has allocated funds and 
implemented the actions required in the first year of the 
revenue protection program.  

 
 
 

Indicator 3: Reduction in customer’s 
outstanding bills due to SONABEL (as 
measured by client receivables).  
Baseline 2015: CFAF 55 billion.  
Target 2018: below CFAF 39 billion. 
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Prior Actions and Indicative Triggers Result Indicators 
(by end 2018) Prior Actions for DPF 1 Indicative Triggers for DPF 2 

Pillar 2 – Diversifying energy and improving the legal and institutional framework of the energy sector  
Prior Action 4. In order to improve sector planning, the 
Council of Ministers of the Recipient has approved a 
strategy for the energy sector which sets the Recipient’s 
priorities in said sector in terms of investments, energy 
diversification, and private sector participation over the 
period 2016-2020. 

Indicative Trigger 4: The Council of Ministers has approved 
the Rural Electrification Plan to increase access to electricity, 
and the comprehensive Electricity Sector Master Plan, which 
will determine the least cost expansion plans in terms of new 
investments, maintenance of existing power plant assets, and 
funding. 
Indicative Trigger 5:  The Ministry of Energy and Mines and 
SONABEL have established and operationalized a joint 
investment planning unit to develop and regularly update the 
least cost development plan and competitively procure new 
generation plants in a timely, transparent and cost-effective 
manner. 

Indicator 4: Maximum installed capacity for 
new solar photovoltaic plants (Mega Watt 
peak - MWp).  
Baseline 2015: 0.  
Target 2018: 77. 
 
Indicator 5: Capacity available on the 
interconnected network, excluding 
guaranteed imports (% of installed capacity).  
Baseline 2015: 52 percent.  
Target 2018: 62 percent. 

Prior Action 5. In order to encourage private sector 
participation, the Ministry of Energy and Mines of the 
Recipient has appointed a technical expert responsible 
for providing assistance and advisory services on the 
preparation and negotiations of a revised Public-Private 
Partnerships (PPP) legal framework, including, power 
purchase agreements (PPA). 

Indicative Trigger 6: The Council of Ministers has established 
on terms and conditions acceptable to the World Bank, an 
Electricity Sector Development Fund (ESDF) with inter alia an 
appropriate governance arrangements, sufficient funding to 
meet its objectives as well as a sunset clause.   

Indicative Trigger 7: The Council of Ministers has approved 
and submitted to the National Assembly the updated legal, 
institutional and regulatory framework for the electricity 
sector, which clarifies, inter alia, the roles and responsibilities 
of key agencies and the PPP legal framework. 

Indicator 6: Number of Independent Power 
Producer (IPP) projects having been signed and 
successfully negotiated.  
Baseline 2015: 0.  
Target 2018: 2. 
Indicator 7: Percentage of IPPs under 
standardized competitive process.  
Baseline 2015: 0 percent.  
Target 2018: 50 percent. 

Pillar 3 – Strengthening tax collection and public procurement processes 
Prior Action 6. In order to broaden the tax base, the 
Ministry of Economy, Finance and Development of the 
Recipient has improved the identification and 
monitoring of taxpayers by reconciling the DGI and DGD 
databases. 

Indicative Trigger 8: The Ministry of Economy, Finance and 
Development has adopted a policy that reorganizes the VAT 
billing and revises the eligibility criteria of VAT collection.  

Indicator 8: An increase in VAT revenues.  
Baseline 2015: 6.5 percent of GDP.  
Target 2018: 7.0 percent of GDP. 
 



34 

Prior Actions and Indicative Triggers Result Indicators 
(by end 2018) Prior Actions for DPF 1 Indicative Triggers for DPF 2 

Prior Action 7. The Council of Ministers of the Recipient 
has: (a) strengthened the administrative process 
through the introduction of Garnishment11 Procedures 
in the Budget Law 2017; and (b) established a new flat 
tax of 0.2% on proprieties in urban areas in the revised 
Budget Law of 2016.  

Indicative Trigger 9: To increase tax revenue collection, the 
Council of Ministers has submitted to the National Assembly 
for enactment the new General Tax Code (Code Général des 
Impôts – CGI). 

Indicator 9: An increase in non VAT tax 
revenues.  
Baseline 2016: 9.5 percent of GDP.  
Target 2018: 10.5 percent of GDP. 

 

Prior Action 8. The Council of Ministers has approved a 
new procurement code and submitted it to the National 
Assembly for enactment. 

Indicative Trigger 10: The Government has issued relevant 
Decrees that operationalize the 2016 Procurement Code 
and proceeded with its effective implementation. 

Indicator 10: A reduction in the number of 
days, on average, to complete a public 
procurement from the invitation to bid to 
contract signed and approved. 
Baseline 2015: 142 days.  
Target 2018: 100 days. 

 

  

                                                 
11 Definition: In fiscal Laws and francophone jurisdictions, garnishment (Avis à Tiers Détenteur - ADT) is an administrative process requiring a third party who owes money 

to a tax debtor, to instead pay the money to satisfy a debt to the tax administration. The third party is served with a garnishment to pay funds to the tax administration. 
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ANNEX 2: LETTER OF DEVELOPMENT POLICY 
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MINISTRY OF ECONOMY, FINANCE, 
AND DEVELOPMENT 

------------------- 
GENERAL SECRETARIAT 

------------------- 
OFFICE OF 

COOPERATION 
 

   
 

NO. 2016/__________/MINEFID/SG/DGCOOP/DSPF  

 The Minister 
 

To 
Mr. Jim Yong Kim, President of the World Bank Group 

Washington DC, USA 
 

 

Re: Development Policy Paper  

 

Mr. President: 

 

This development policy paper describes the formulation of the new development benchmark, 
the National Economic and Social Development Program (PNDES), and presents the evolution of 
the current economic situation, economic and financial prospects for 2016, and Burkina Faso’s 
medium-term development objectives as well as prospects for the 2016–2019 period. It describes 
the public and sector policies implemented by the Government to substantially reduce poverty. 
The paper also focuses on the Government’s reforms designed to support the energy sector and 
boost the performance of public finances. 

To support its program, the Government is asking the World Bank for national budget support for 
2016 in the amount of one hundred (100) million US dollars, consisting of fifty-five (55) million US 
dollars in the form of a loan and forty-five (45) million US dollars in grants. 

 

I. BACKGROUND AND ADOPTION OF NEW DEVELOPMENT STRATEGY (PNDES) 

Despite multiple exogenous shocks caused by fluctuations in rainfall and in the prices of export 
products, Burkina Faso has experienced significant economic growth over the last decade, 
averaging around 6% yearly. In the last two years, the economy has been strained by simultaneous 
shocks, particularly lower gold and cotton prices (-27% and -8% respectively) and terrorist attacks. 
In 2014 and 2015, economic growth was around 4%. However, this growth did not significantly 
reduce poverty levels or social inequality. In 2014, the incidence of poverty was 40.1%, and the 
illiteracy rate among those over age 15 was 65.5%. Consequently, Burkina Faso’s human 
development index (HDI) rating was 0.42 in 2014, putting it in the category of countries with a low 
level of development. 
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It therefore appears that development policies were insufficient to create the real wealth-creating 
dynamics needed to sustainably improve the wellbeing of the Burkina Faso population. To correct 
these insufficiencies, the Government that took office in January 2016 in the wake of the 
November 2015 presidential and legislative elections following a year of political transition 
prepared and adopted the National Economic and Social Development Plan (PNDES) as its new 
development benchmark. 

The PNDES is part of a development approach that emphasizes the structural transformation of 
the economy while controlling population growth and generating cumulative and sustainable 
knock-on effects for improving growth in per capita income. This will make it possible to meet 
basic needs, reduce poverty, boost human capacities, and achieve environmental viability and 
social equity. 

This takes into account the lessons learned from the implementation of the previous policy 
benchmarks used to plan Burkina Faso’s development based on either State interventionism or 
economic liberalism. With the 1960–1962, 1963–1967 (first five-year plan) and 1967–1970 
(Economic and Social Development Framework Plan) plans, the 1971 plan (Interim Plan), the 
1972–1976 and 1977–1981 plans, the Popular Development Program (PPD) 1984–1985, and the 
Five-Year Popular Development Plan (PQDP) 1986–1990, the State was positioned as a contractor. 
Conversely, with the 1991–2000 Structural Adjustment Program (PAS), the 2000–2010 Poverty 
Reduction Strategic Framework (PRSF), and the 2011–2015 Strategy for Accelerated Growth and 
Sustained Development (SCADD), private enterprise was considered the driver of development. 

The insignificant results of these policies are due to the structural insufficiencies observed in the 
national production system, which is very much exposed to external shocks such as weather 
events and volatility in the prices of the primary export products (gold and cotton). These 
insufficiencies are: (i) low productivity in the primary sector, which is dominated by subsistence 
farming; (ii) the decline in the manufacturing sector associated with the low competitiveness of 
existing industries and the weak development of agroindustry; (iii) an informal economy, 
particularly in the tertiary sector, and poor access to financial services for economic operators, 
especially small and medium enterprises (SMEs); (iv) little diversification in exports; and (v) 
inadequately qualified human resources ill-suited to the needs of structural transformation. 

However, Burkina Faso’s economy has enormous potential and real opportunities, particularly: (i) 
possibilities for agro-sylvo-pastoral, fishery, and wildlife production that are not yet being 
exploited; (ii) possibilities for developing agro-industry, service industries, and solar energy; (iii) a 
young labor force; (iv) the large and increasingly dynamic West African food market; (v) free 
circulation of goods and people within the West African Community; (vi) increasing worldwide 
demand for agricultural products, particularly in Eastern Europe, India, and China; and (vii) 
development and falling cost of access to information and communication technologies (ICT). 

To develop this potential, Burkina Faso faces major challenges, namely: (i) the need for good 
governance and institutional quality; (ii) the availability and employability of human resources 
adapted to the needs of the national economy; and (iii) the development of road and energy 
infrastructures and the competitiveness of the domestic production and processing sectors geared 
toward job creation and sustainable industrial development. 

Given these constraints, insufficiencies, and opportunities, as a national benchmark for 
intervention by the State and its partners for the 2016–2020 period, the PNDES targets cumulative 
growth in per capita income that will reduce poverty, boost human capacities, and meet basic 
needs in an equitable and sustainable social context. 
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Supported by the Presidential Program, the Burkina 2025 vision, and the international 
commitments made by Burkina Faso, the PNDES vision is one of Burkina Faso, a democratic, 
united, and mutually supportive nation, transforming the structure of its economy and achieving 
strong, inclusive growth through sustainable consumption and production. 

The PNDES consists of three strategic dimensions: (i) Focus 1: reforming institutions and 
modernizing the administration; (ii) Focus 2: developing human capital; and (iii) Focus 3: 
stimulating sectors that promote the economy and jobs.  

The structural transformation process calls for the use of two complementary forms of leverage. 
The first will consist of boosting sectors that support industrial development, particularly energy, 
transportation infrastructure, technology, educational reform, and improved productivity in the 
primary sector. The second will be aimed primarily at building a competitive and sustainable 
industrial fabric.  

The overall impacts expected from the implementation of the PNDES are: (i) improved efficiency 
in political, administrative, economic, local, and environmental governance; (ii) the emergence of 
a modern economy based on an evolving and more competitive primary sector and increasingly 
dynamic processing and services industries that will achieve an annual economic growth rate of 
7.7%, creating at least 50,000 good jobs per year; (iii) a drop in the incidence of poverty to below 
35% by 2020; (iv) control over annual population growth, to be brought down to 2.7% by 2020; (v) 
accelerated development of human capital; and (vi) a change in production and consumption 
patterns with an eye toward sustainable development. 

The total cost of implementing the PNDES is estimated at CFAF 15,395.4 billion, of which CFAF 
9,825.2 billion, or 63.8% of the total cost, can be funded from the State’s own resources. This 
leaves a borrowing requirement of CFAF 5,570.2 billion, or 36.2% of the total cost.  

 

II. RECENT ECONOMIC CONTEXT 

While economic growth slowed to 4% in 2015 from 4.2% in 2014, economic activity rose gradually 
in the first half of 2016 and the outlook for the year is positive. Activity increased by 4.7% in the 
first quarter of 2016, reflecting the impact of the terrorist attacks in January, and by 8.3% in the 
second quarter of 2016 (year-on-year), driven by the sharp recovery of the tertiary sector. The 
main economic indicators show that the overall context is positive:  

• Year-on-year inflation was down 0.4% in September 2016. The overall trend of price 
deceleration since July is due to the drop in the prices of food products, particularly 
unprocessed cereals and legumes. The yearly inflation rate fell to 0.6% in late September 
2016 from 0.7% in the previous month.  

• The growth rate of loans to the private sector shows modest signs of recovering, yet still 
lags behind other activities in recovery. After declining to 3.9% in April, it rose to 6.5% in 
July, which is still significantly below the three-year average (17.5%). The decrease in loans 
to the economy in late July 2016 compared with prior years is due primarily to the 
sluggishness of economic activity in early 2016 and the drop in oil prices, which improved 
the cash position of SONABHY. In return, banks continued accumulating foreign assets, 
which stood at CFAF 902.9 billion in June 2016. The rise in banks’ net foreign assets is 
mainly due to the outstanding amount of the subscriptions to government securities of 
other WAEMU countries. 
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• The current account of the balance of payments should improve in 2016 due to new gold 
production and higher gold and cotton prices (8% deficit in 2015 versus 7.7% deficit in 
2016). Imports should total CFAF 1,661.9 billion for a 7.9% increase from last year due 
primarily to imports of equipment and intermediate goods. Exports—primarily gold—
should amount to CFAF 1,501.1 billion, up 7.4% from last year. However, cotton sales have 
dropped in value despite the expected 7.6% increase in the average price.   

 

In terms of public finances, in line with objectives, total revenue (excluding grants) should increase 
to 18.3% of the GDP, which is close to the level before the downturn in 2014 and 2015. A calmer 
political climate will improve revenue collection efforts. However, the decline in fuel prices has 
caused a drop in fuel tax revenues, and strikes by IT workers, which disrupted connections 
countrywide, led to much poorer third-quarter results by the Customs Authority. In order to bring 
these results more in line with forecasts, some 2,600 manual files are currently being reprocessed 
and reentered into SYDONIA’s computer system so they can be accounted for in the customs 
revenues. Tax reforms and capacity-building for businesses during the year will also help to widen 
the tax base and to achieve the objectives set. This includes: (i) intensification of control and 
recovery; (ii) adoption of a strategy to optimize communication and to promote tax compliance; 
(iii) continuing efforts at segmentation, which will make it easier to monitor tax brackets and 
streamline tax payments; (iv) activation of field 44 of SYDONIA WORLD and enforcing the 
mandatory entry of the references appearing on COTECNA certification documents; (v) auditing 
warehouses and the final destination of goods; (vi) building a virtual liaison system for import and 
export operations (SILVIE); (vii) satellite monitoring of goods in transport; (viii) monitoring tax and 
customs previsions in public procurement contracts funded with own resources; (ix) installation 
and operation of the new scanner on Ouaga highway; and (x) increasing anti-fraud operations. 
Non-tax revenues also benefited from exceptional dividends from SONABHY, accounting to 0.5% 
of the GDP.  

Current expenditures went from 14.6% to 15.2% of GDP (compared to the first Amending Finance 
Law, AFL), primarily as a result of payroll increasing to 7.4% of GDP (versus 7.2% in the AFL and 6% 
in 2013) and current transfers projected to reach 5.1% of GDP in 2016 (versus 4.7% in the AFL and 
5.3% in 2013). The increase in payrolls is primarily due to Law 081 concerning civil servants, which 
prevents civil servants from holding dual status. The Government has thus decided to harmonize 
remuneration by aligning civil servants with contract workers. This law assigns new statuses and 
classifications to civil servants and contract workers. The estimated financial impact of 
operationalizing Law 081 in terms of new charges (regularization of salaries for promoted staff 
and implementation of payments under the new salary scale) is CFAF 29.096 billion, including CFAF 
20.830 billion for payments under the new salary scale and CFAF 8.266 billion for the regularization 
of salaries. However, the impact of operationalizing Law 081 on the 2016 national budget is CFAF 
25.89 billion.  

Capital expenditures are projected to go from 7.6% to 9.3% of GDP following the integration of 
new projects such as the Sahel growth pole, the support project for financing adapted to family 
agriculture, the operationalization of the standardized invoice, the BID-UEMOA project, and the 
project for eco-system-based adaptation.  

The total budget deficit (cash basis) is projected to be 2.5% of GDP in 2016, down slightly from 
2015. This deficit will need to be financed by external resources totaling CFAF 118.2 billion, as well 
as by domestic financing (excluding amortizations), including an issue of CFAF 165 billion in bonds 
and CFAF 303.5 billion in treasury bills. This issuance will require over-financing in the amount of 
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CFAF 142 billion in deposits in the Treasury’s account at the BCEAO, providing that all planned 
budget supports are disbursed. This increase results from the Government’s commitment to 
having sufficient cash at year end for budget execution, given the uncertainties related to the 
disbursement of budget supports (the budget includes CFAF 138.3 billion in budget supports 
(program grants and loans), of which only CFAF 39.9 billion has been disbursed at the end of 
September), and at the beginning of 2017.   

 

III. THE ENERGY SECTOR 

Energy in Burkina Faso remains inaccessible to much of the population, and its high cost impacts 
both household purchasing power and corporate competitiveness. Most of the electricity is 
produced thermally, hence its heavy dependence on fossil fuels. 

The main characteristics of the energy situation in Burkina Faso can be summarized as follows: (i) 
strong solar potential; (ii) predominance of biomass in energy consumption; (iii) poor access to 
electricity; (iv) limited development of endogenous energy resources (hydroelectric, wind, and 
solar); (v) poor availability of existing energy production; and (vi) dependence on imported 
petroleum products. 

In addition, the country is facing a shortfall in power supply resulting in poor and inequitable 
access to electrical services by the population. Poor access to power and disparities between 
urban and rural areas are illustrated by the electrification rate, which as of December 31, 2015, 
stood at 18.83%, 59.88%, and 3.06% at the national, urban, and rural levels, respectively. 
Meanwhile, national production capacity and imports do not meet demand, which is growing 
steadily at around 13% per year, especially in peak periods (March–June).  

Power production has been deregulated whereas transportation and distribution of electricity in 
the first segment fall under the monopoly granted to SONABEL under the control of the Electricity 
Subsector Regulatory Authority. 

With regard to electricity production and distribution in the second segment, these operate freely 
in accordance with legal provisions regulating the subsector under the control of the Electrification 
Development Fund (EDF) and the Electricity Subsector Regulating Authority. 

The 2011–2015 period was marked by major disruptions in electricity supply, with an average 
shortfall of 25 GWh per year and load-shedding that can reach 110 MW. These power cuts have 
seriously impacted Burkina Faso’s economic performance and social progress. 

However, during the same period, major capital expenditure projects were carried out in order to 
boost the power supply and consequently increase the population’s access to electrical services, 
particularly in rural areas. 

Projects designed to boost the power supply capacity made it possible to install generating units 
with total exploitable power of 125.7 MW, with 71% of that power generated by the Komsilga 
facility, 26% by the Bobo II plant, and 3% by secondary plants. 

Electrification projects already carried out electrified 387 new locations between 2011 and 2015, 
raising the number of electrified communities to 575. This made it possible to raise the electricity 
coverage ratio from 27.42% in 2011 to 33.32% in 2015. Over the same period, the national 
electrification rate rose from 15. 59% to 18.83%, with urban and rural electrification rates rising 
from 51.72% to 59.88% and from 1.83% to 3.06%, respectively. Given these mixed performances, 
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major efforts need to be made to allow the entire population to have access to electricity at the 
lowest possible cost. 

As part of the implementation of the 2014–2025 sector energy policy, the challenge in terms of 
promoting the use of renewable energy is to raise the portion of renewable energy in the energy 
mix to 50% by 2025 based on proactive government policy and the opportunities offered by the 
Community-wide programs offered by ECOWAS and WAEMU. 

As of December 31, 2015, the share of renewable energy in electricity production was 6.4%. 
Thermal generation (62.9%) and imports (30.7%) still account for the greatest share of the total 
power supply. This means that reforms need to be speeded up in order to help establish favorable 
conditions and make the investments needed to increase energy from renewable sources at the 
lowest possible cost by developing public-private partnerships and ensuring the financial stability 
of the sector. In the area of renewable energy in particular, we should mention the 2013 budget 
law granting an exemption from customs duties and taxes on imports of solar equipment into 
Burkina Faso starting on January 1, 2013 for a period of five (5) years. We should also note the 
installation of 2.2 MWc and 1,646 solar streetlamps as well as the completion of three (3) hybrid 
diesel-solar plants in rural communities, for cumulative solar power of 45 kWc. 

In terms of energy savings, implementation of the Power Sector Development Project (PDSE) with 
World Bank funding made it possible to achieve savings of more than 18% in annual power 
consumption by government buildings and a 21% reduction in contracted load, for cumulative 
savings of around CFAF 1.2 billion. 

 

IV. ECONOMIC AND FINANCIAL OUTLOOK AND MEDIUM-TERM OBJECTIVES 

a. Macroeconomic Context 

Real GDP growth is expected to be at 5.4% in 2016, which is 1.4 points higher than in 2015. Given 
relatively stable oil prices, the steadiness of gold and cotton prices, and favorable rainfall, the 
recovery should extend to all sectors. The primary sector should also recover, with its added value 
rising 3.8% in 2016 after contracting by 1.2% in 2015. This increase is due primarily to the rebound 
of agricultural production. In addition, the continuation of activities in the secondary (+4.1%) and 
service (+5.2%) sectors should further strengthen the economy. The secondary sector should 
benefit from the stability of mining activities, capital works on socioeconomic infrastructures, and 
the health of the energy sub-sector, which aids in the recovery of factories. Regarding the service 
sector, it should benefit from the good performance of the telecommunications and the financial 
services industries, and to a lesser extent, of non-market services related to transfers by the 
government. In the best-case scenario, cereal production increases 8% (6% in the worst case), 
which would bring growth to 5.9%. 

The growth rate of loans to the private sector should remain low at 9.2%, which is below the 20-
25% rates in the years before the political transition. However, net foreign assets could experience 
a growth rate of 15%, which would bring the growth rate of the money supply to 13.3% in 2016.   

Annual inflation should remain modest (0.7%) at the end of 2016. This trend is due to the net drop 
in prices for food and non-alcoholic beverages brought about by the positive agricultural outlooks 
and the drop in transportation prices. It also reflects the drop in prices for petroleum products.  
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Growth is projected to be between 6% and 7% in 2017. The primary factors driving this growth are 
mining activities with the entry into production of two new gold mines, bringing the total number 
of operational mines to ten (10), as well as the implementation of public investment programs in 
the areas of energy, roads, hydro-agricultural infrastructures, telecommunications infrastructures, 
and others. In the medium term, growth should be around 7%, boosted by the implementation of 
the PNDES and the gradual improvement of the energy supply. The growth of activity will be driven 
by the new impetus injected into all sectors slated to receive support in the form of investments. 
The secondary sector is projected to experience the highest growth in terms of added value due 
to the expansion of gold mining activities, with gold production projected to reach 41 tons in 2017 
and in excess of 46 tons in 2018 and beyond, as well to the entry into production of the manganese 
mine in 2020. In addition, investments have increased in energy infrastructures with a view on 
increasing the energy supply for the benefit of manufacturing and in transportation 
infrastructures. This should further consolidate the recovery to the buildings and public works 
sector. Economic growth over this period should be pulled along by a dynamic agro-pastoral sector 
sustained by the continued operationalization of growth hubs (Bagré, Samendeni-Sourou, Sahel) 
and the vitality of the services industry. Inflation should remain modest (although dependent on 
import prices) and below WAEMU’s criterion of 3% while loans to the private sector should regain 
momentum.   
 
To ensure the private sector can be a propeller of growth during the operationalization of the 
PNDES, the Government intends to continue its policy of settling internal debt, take measures to 
improve the business environment and to secure investments, and to fast track the 
implementation of reforms begun in 2016, all in order to improve speed and efficiency in the 
implementation of expenditures. 

b. The Energy Sector 

To deal with this production capacity shortfall in a context of fluctuations in the price of petroleum 
products and constantly increasing demand for power, it has become necessary to shift resolutely 
toward developing renewable local energy sources, particularly solar power, in order to increase 
the power supply and promote energy efficiency and give households and businesses access to 
sustainable and less costly energy. This will be a matter of increasing the share of renewable 
energy in the energy mix through vigorous solar energy generation. 

That is why the implementation of the PNDES has as the strategic goal for the energy sector of 
guaranteeing access to quality energy services and energy efficiency. The ambition is to increase 
the national electrical coverage rate from 33.32% in 2015 to 80% in 2020 and the national 
electrification rate from 18.83% in 2015 to 45% in 2020 by rehabilitating available power plants, 
boosting thermal generation to ensure a reliable supply and grid stability, increasing the share of 
renewable energy in total production from 6.4% in 2015 to 30% in 2020, and improving regional 
integration and the promotion of energy efficiency. 

To ensure fast, sustainable development of electrical services, the reforms undertaken are aimed 
in the medium term at: (i) systematizing the ongoing planning of sector development at a lower 
cost to ensure better integration of solar projects; (ii) implementing a transparent and effective 
competitive process for selecting and confirming projects by independent electricity producers; 
(iii) enhancing the transparent and predictable mechanisms for public financing and rate 
optimization to ensure the sector’s financial balance; (iv) reducing the operating expenses of the 
electrical services by optimizing the fuel supply sector; and (v) reinforcing the institutional and 
regulatory framework overseeing an electrical sector that is becoming increasingly complex. 
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c. The Public Finance Sector 

The current context remains heavily influenced by multiple economic, social, and political events. 
Economic recovery requires ambitious reforms in the public finance sector. These reforms aim to 
raise tax revenues above the historical average of 14.5% of GDP. The Government has taken 
important measures to shore up what has already been achieved, such as: (i) an exhaustive survey 
of means used to enhance the monitoring of enterprise segmentation, (ii) the entry into operation 
of scanners at customs offices as well as scanning of containers by COTECNA, (iii) the creation of 
an office for inquiries and information, (iv) the entry into service of the virtual liaison system for 
import and export operations (SYLVIE), and (v) the use of a satellite system for monitoring 
transport vehicles. Additional measures include the establishment of an effective mechanism for 
managing and monitoring exemptions, and strengthening the monitoring of mining sector 
operations and the collection of value added taxes (VAT). Already, these measures have had 
positive impacts, namely mitigating the effects of recent events on tax revenues. By the end of 
December 2016, total tax revenues should represent 18.8% of GDP versus 18.5% in 2013 before 
the crisis. 

The Government views local development as an important phase in poverty reduction. Actions 
have been carried out on the local level in order to promote the transfer of skills and resources to 
local communities. In 2016, the protocol for operations to transfer resources to local communities 
was signed. 

Owing to the positive experience with the program to support local communities financed by the 
World Bank, the Government has decided to prioritize the funneling of resources to the local level. 
Based on the study of the tax potential and the optimization of tax revenues in urban and rural 
areas of Burkina Faso, several important proposals have been made, the implementation of which 
will substantially increase financing available on the local level. These include: (i) new models for 
dividing tax revenues between the national and local levels, new transfers and new taxes for the 
benefit of local communities, (ii) revision of the tax system to account for regional and local 
specificities, (iii) the implementation of a computerized tool system-wide, (iv) promoting a synergy 
of actions in a climate of transparency, (v) the establishment of systems to support the capacities 
of actors and to recognize and encourage staff involved in mobilizing local tax revenues, (vi) ensure 
control and effectiveness of public services on the local level; (vii) prepare a clear and practical 
roadmap for implementing the reforms, and (viii) prepare a communication strategy to promote 
the appropriation of reforms by all actors.  

Given the amount of public resources expected to be devoted to financing the PNDES, the 
Government will gradually implement these reforms through finance laws in order to ensure a 
level of revenue that reflects the potential at the local level. 

Public procurement is a bottleneck at the level of budget execution at the community level. The 
legislation for a public procurement code presently before parliament constitutes an opportunity 
to do away with major blocks to the execution of the State’s projects and programs, but also to 
the execution of budgets on the community level. The implementation decrees for this legislation 
will address difficulties pertaining to procurement procedures on the local level. To this effect, the 
Government is convinced that operationalizing Regional Development Agencies combined with 
the decentralization of the budget process will help to make procurement more efficient on the 
community level.  
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d. Measures and Reforms in 2016 

Major reforms were carried out in the sector in 2016 with the overall objective of enhancing the 
Government’s capacity to address imbalances between electricity supply and demand while 
improving the management of the country’s public finances and governance. Initially, in order to 
discharge interlocking debts, this will involve improving the energy sector’s financial situation by 
implementing the following measures: 

i. The signing on October 13, 2016 and application by the ministry in charge of 
finance, the Burkina Faso National Electricity Company (SONABEL), and the National 
Hydrocarbon Company (SONABHY) of the memorandum of understanding establishing 
financial relationships and setting the price for the sale of fossil fuels to SONABEL with a 
view to clear all arrears between the three parties. As stated in a commitment letter from 
the ministry of the budget dated November 18, 2016, and approved by the Boards of 
Directors of SONABEL and SONABHY, the Government is committed to clearing arrears for 
invoices, services rendered, and the balancing subsidy to SONABEL, as well as arrears owed 
to SONABHY; 

ii. In order to improve the financial performance of SONABEL, the ministries of trade, 
energy, and finances signed on October 13, 2016, Interministerial Decree no. 2016-343 
MINEFID/MCIA/MEMC establishing the method for setting prices for the sale of fossil fuels 
(DDO, fuel oil) for SONABEL’s thermal plants, with SONABEL setting the trigger levels, 
ceiling, and conditions for disbursement of the State subsidy to the sector. This decree 
stipulates that: (a) the ARSE (regulatory authority for the electricity sub-sector) will assess 
SONABEL’s projections of fuel prices on a yearly basis; (b) the beneficiary will determine 
an annual subsidy ceiling in order to limit budget exposure, leading to a revision of 
electricity tariffs by SONABEL; and (c) conditions for disbursement will be established that 
aim to ensure subsidies are paid to SONABEL in a timely manner; 

iii. The adoption on September 13, 2016 by SONABEL’s Board of Directors of Decision 
No. 001 adopting a program designed to protect SONABEL’s revenues consisting of the 
acquisition and installation of smart meters for the company’s dual-rate medium-voltage 
and high-voltage customers with a view to increase revenues.  

Secondly, reforms and measures undertaken should make it possible to improve policies on 
investment in the electricity sector through the implementation of the following reforms: 

i. At its meeting on October 12, 2016, the Council of Ministers approved a strategy for the 
energy sector, which sets forth the Government’s priorities in terms of investments, 
energy diversification, and private sector participation for the 2016-2020 period. This 
Sector Policy Paper contains several points, including a list of five IPP in order to improve 
Burkina’s energy supply in the medium term; 

ii. The signing on October 6, 2016, of Contract No 26/00/02/80/2016/0097 relating to 
Individual Consultant Services for Technical and Legal Consulting for the Government of 
Burkina Faso in Public-Private Partnerships (PPP) in the Field of Energy in order to 
encourage private sector participation. Under this contract, the Ministry of Energy and 
Mines appointed a technical expert to provide assistance and consulting on the 
preparation and negotiation of a revised legal framework of public-private partnerships 
(PPP), including power purchase agreements (PPA). This expert has already reviewed the 
texts relative to IPP in order to ensure compliance with international standards.  
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Finally, the reforms so far carried out will increase both the mobilization of internal revenue and 
the level of transparency in public resources management: 

i. The Ministry of Economy, Finance, and Development has improved the 
identification and monitoring of taxpayers by combining the databases of the DGI and the 
DGD in order to expand the tax base. Intended to combat fraud, this measure will reclassify 
as large enterprises some enterprises previously taxed under the simplified regime; 

ii. The Council of Ministers has: (a) strengthened administrative procedures by 
incorporating Third Party Notification into the Finance Law of 2017; and (b) established a 
new flat-rate land duty of 0.2% for urban properties. This measure aims to strengthen tax 
collection by reducing the time gap between tax notices and tax payments. 

iii. On October 12, 2016, the Council of Ministers approved a new public procurement 
code and submitted it to the National Assembly. This code aims to improve transparency, 
due diligence, and timeliness in the execution of public contracts in order to enhance the 
absorption of budget appropriations and official development assistance. 

The Government remains convinced that support from its partners, particularly the World Bank 
through the implementation of this program of budget support for measures and reforms geared 
toward the energy sector and the public finance, will contribute to promoting the development of 
the two sectors, consolidate the macroeconomic framework, and support strong, inclusive 
economic growth for a significant and lasting reduction in poverty.  

In conclusion, I wish to reiterate, Mr. President, our sincere gratitude for your willingness and that 
of your institution to support Burkina Faso in its efforts to develop as a nation. 

Hadizatou Rosine COULIBALY/SORI 

Chevalier de l’Ordre National 
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ANNEX 3: IMF RELATIONS NOTE 

 
IMF Executive Board Completes Fourth and Fifth ECF Reviews for Burkina Faso and Approves 
US$26.2 Million Disbursement 
June 13, 2016 
Press Release No. 16/268 
June 13, 2016  

The Executive Board of the International Monetary Fund (IMF) today completed the fourth and fifth 
reviews of Burkina Faso’s economic performance under an economic program supported by an 
Extended Credit Facility (ECF) arrangement.1 The decision enables the disbursement of SDR 18.57 
million (about US$26.2 million), bringing total disbursements under the arrangement to the equivalent 
of SDR 46.70 million (about US$65.9 million). 

In completing the reviews, the Executive Board also approved the authorities’ requests for the 
modification of performance criteria. The 36-month ECF arrangement was approved by the Executive 
Board on December 27, 2013 (see Press Release 13/542) for the equivalent of SDR 27.09 million (about 
US$38.2 million, or 45 percent of Burkina Faso’s quota). An augmentation of access of 40 percent of 
quota was approved in June 2015 by the Executive Board, bring total access to SDR 51.17 million (about 
US$72.2 million). 

Following the Executive Board's discussion today, Mr. Min Zhu, Deputy Managing Director and Acting 
Chair issued the following statement: 

“Despite challenging internal and external circumstances, Burkina Faso’s performance under the Fund-
supported program has remained satisfactory. Although the terrorist attacks posed some setback to 
economic recovery, growth should regain momentum in 2016-17, underpinned by robust mining 
activity, improved energy supply and enhanced public investment execution. The main risks to this 
favorable outlook relate to the fragile security situation, the challenges of meeting pent-up social and 
investment demands, and the impact of further declines in commodity prices. 

“The authorities’ main objective for 2016 is to create adequate fiscal space for priority social and 
infrastructure spending, including implementation of their new development plan. To this effect, they 
are undertaking a broad package of tax and customs administration measures aimed at regaining the 
ground lost in domestic revenue mobilization. Continued efforts to contain recurrent spending, 
including the public wage bill and to address bottlenecks in project execution will be needed to allow 
public investment to recover quickly toward pre-crisis levels. 

“The authorities are also seizing the opportunity of the oil price decline to address longstanding 
structural deficiencies in the energy sector. Full implementation of these measures will contribute to 
reducing state subsidies and contingent liabilities to the sector and support higher investments in 
electricity production. Going forward, it will also be important to take action to diversify the agriculture 
sector and provide a supportive environment to boost credit for the private sector.” 

 
1 The ECF is a lending facility that provides sustained program engagement over the medium to long term in case 
of protracted balance of payments problems. 
IMF COMMUNICATIONS DEPARTMENT - Media Relations E-mail: media@imf.org Phone: 202-623-7100 
 

http://www.imf.org/external/np/sec/pr/2016/pr16278.htm%23P19_409
http://www.imf.org/external/np/sec/pr/2013/pr13542.htm
http://www.imf.org/external/np/sec/pr/2016/pr16278.htm%23P19_410
http://www.imf.org/external/np/exr/facts/ecf.htm
mailto:media@imf.org
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ANNEX 4: ENVIRONMENT AND POVERTY /SOCIAL ANALYSIS TABLE 

Prior Actions Significant positive or 
negative environment 
effects (yes/no/to be 

determined) 

Significant poverty, social or 
distributional effects positive 

or negative (yes/no/to be 
determined) 

Pillar 1 – Improving the financial sustainability of the energy sector 
Prior Action 1. The Recipient, SONABEL and SONABHY have entered into a tripartite agreement to clear 
arrears accumulated between the Recipient, SONABHY and SONABEL; with an implementation process that 
includes: (a) a one-time payment of CFAF 40 billion from SONABEL to clear part of the accrued arrears to 
SONABHY; (b) the conversion of the remaining CFAF 26.6 billion due by SONABEL to SONABHY into a debt to 
be repaid over ten years; and (c) clearance of the Recipient’s arrears to SONABEL for electricity bills and 
compensation subsidies in the amount of CFAF 45.48 billion over the period of three years between 2017-
2019. 

 No Yes 

Prior Action 2. In order to improve the financial performance of SONABEL, the Recipient’s ministries 
responsible for commerce; energy; and finance have approved an inter-ministerial decree that states the 
following: (a) the Regulatory Authority of the Electricity Sector (ARSE) shall review SONABEL’s projections 
for each year’s fuel prices; (b) The Recipient shall determine an annual subsidy cap limiting budget exposure, 
which triggers an electricity tariff revision implemented by SONABEL; and (c) the establishment of 
disbursement modalities aimed at ensuring timely disbursements of subsidies to SONABEL. 

No Yes 

Prior Action 3. In order to improve its revenues, SONABEL’s Board of Directors has approved a Revenue 
Protection Program which provides for the use of smart meters that will strengthen the management of high-
voltage and medium-voltage customers’ accounts. 

No Yes 

Pillar 2 – Diversifying energy and improving the legal and institutional framework of the energy sector 
Prior Action 4. In order to improve sector planning, the Council of Ministers of the Recipient has approved a 
strategy for the energy sector which sets the Recipient’s priorities in said sector in terms of investments, 
energy diversification, and private sector participation over the period 2016-2020. 

No Yes 

Prior Action 5. In order to encourage private sector participation, the Ministry of Energy and Mines of the 
Recipient has appointed a technical expert responsible for providing assistance and advisory services on the 
preparation and negotiations of a revised Public-Private Partnerships (PPP) legal framework, including, power 
purchase agreements (PPA). 

No Yes 

Pillar 3 – Strengthening tax collection and public procurement processes 
Prior Action 6. In order to broaden the tax base, the Ministry of Economy, Finance and Development of the 
Recipient has improved the identification and monitoring of taxpayers by reconciling the DGI and DGD 
databases. 

No Yes 
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Prior Action 7. The Council of Ministers of the Recipient has: (a) strengthened the administrative process 
through the introduction of Garnishment Procedures in the Budget Law 2017; and (b) established a new flat 
tax of 0.2% on proprieties in urban areas in the revised Budget Law of 2016.  

No Yes 

Prior Action 8. The Council of Ministers has approved a new procurement code and submitted it to the 
National Assembly for enactment. 

No Yes 
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ANNEX 5: ENERGY SECTOR ECONOMIC AND FINANCIAL ANALYSIS  

1. SONABEL is a relatively well performing utility as per regional standards on both technical and 
commercial operations. The state-owned vertically integrated electricity utility serves more than 500,000 
clients with 1,650 employees whose skills are developed in house in an operation training center12. The 
utility is characterized by relatively low loss rates and good performance in collection of billed amounts, 
ranking among the best performing utility in Sub-Saharan Africa. To achieve these results, bill collection 
is closely monitored and customers that do not pay their bills are systematically disconnected. 86 percent 
of customers are on post-payment.  

Table A5.1. SONABEL’s operational data* 
 2010 2011 2012 2013 2014 2015 
Total energy produced and purchased (GWh) 949 1,025 1,139 1,262 1,359 1,442 
Total energy sales (GWh) 714 856 952 1,052 1,125 1,200 
          Energy sales – LV postpaid  (GWh) 455 496 552 613 661 686 
          Energy sales – LV prepaid (GWh) 30 32 37 39 50 59 
          Energy sales – HV (GWh)13 317 329 363 400 414 456 
Number of customers 362,165 401,476 436,250 472,441 508,449 544,825 
Number of employees 1,495 1,530 1,510 1,610 1,648 1,603 
Total length of line (km)  8,959 9,581 10,592 11,528 12,073 13,368 
Distribution transformers (number) 2,263 2,409 2,571 2,735 2,959 3,218 
Total losses (percent) 16.18 17.09 17.06 17.24 17.77 16.78 
          Transmission losses (percent) 4.77 5.27 4.61 4.20 4.34 3.54 
          Distribution losses (percent) 11.41 11.82 12.45 13.04 13.43 13.24 
Collection rate (percent) 95.38 82.75 98.75 95.34 97.66 97.54 
Sources : Annual reports       

 

Figure A5.2: SONABEL’s operational and commercial performance: a regional comparison* 
 

T&D network losses 

 

 

Bill collection rates 

 

                                                 
12 Maintenance of MW network is done “live”, avoiding interruptions and proving that high technical skills are available.  
13 1,425 HV clients, ie. 0.3 percent of Sonabel’s clients, account for 37 percent of electricity sales.   
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*Sources: Trimble, Chris; Masami Kojima, Ines Perez Arroyo, Farah Mohammadzadeh. Forthcoming. “The financial viability of electricity 
sectors in Sub Saharan Africa: quasi fiscal deficits and hidden costs” 

 
2. Distribution losses and client receivables have nonetheless increased since 2010. Total losses 
increased from 16 to 18 percent, mostly driven by increase in distribution losses, but still compare well to 
neighboring countries. Increase in total losses results from suboptimal investments and maintenance 
expenditures in the network, as well as increase of unbilled electricity and underperformance in bill 
collection. Customer receivables have significantly increased from CFAF 32B to 54B between 2010 and 
2014, mostly driven by public and para-public entities, which may signal, everything equal, a further 
deterioration of its commercial performance. SONABEL is currently preparing an action plan to improve 
timely invoicing and collection of electricity bills.      

Figure A5.3. Total losses and client receivables, 2010-14* 

Total losses (%) 

 

Client receivables (CFAFm) 

 
*Source: SONABEL annual reports 
 

3. Electricity tariffs, though among the highest in the sub-region, do not fully reflect costs. High 
costs stem from the country’s almost complete dependency on imports for its large fuel needs for thermal 
electricity generation. Nonetheless, electricity tariff are structurally below cost of service delivery14. 
Average electricity tariff has been stagnant since 2007 despite significant cost increases driven by rising 
costs of fuel and other imports. Hence, SONABEL has relied on public subsidies and on-lending from the 
Government for its operation and equipment needs. In 2016, HV tariffs have been adjusted to reflect the 
marginal cost of service and better distribute the demand15. 

Figure A5.4: Electricity tariff vs. variable costs 
(EURc/kWh) 

 

Figure A5.5: Debt ratio  
 

 

                                                 
14 In 2015, cost of electricity service was around FCFA 139 per kWh, whereas average tariff was FCFA 122 per kWh.   
15 As of 2016, HV tariff is CFA 140 and 70 per kWh for peak hours (10am-12am) and off-peak hours (12am-10am) respectively.  
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4. The financial situation of SONABEL has significantly deteriorated since 2011, with shrinking cash 
flows and growing debt and payables. Its losses reached CFAF 11 billion and 14 billion in 2014 and 2015 
respectively. SONABEL’s gross margin have been affected by the rise of fuel prices. The company’s debt 
ratio has reached unsustainable levels16, which incurred heavy debt service (CFA 8 billion in 2014). Its cash 
position suffers from increasing receivables17, mostly from public sector clients and subsidies arears18. As 
a result, SONABEL stretched its payables, mainly to SONABHY (totalizing CFAF 66 billion in 2014), to 
conserve cash.          

Table A5.2. SONABEL’s Income Statement and credit ratios* 
EURm 2010 2011 2012 2013 2014 2015 
Energy revenues 132.2  141.0  156.4  172.3  184.4 196.7 
Energy revenue growth (%) 10% 7% 11% 10% 7% 7% 
Supply costs (97.8) (117.3) (149.0) (149.3) (156.4) (160.6) 
Supply cost growth (%) 8% 20% 27% 0% 5% 3% 
Gross margin 34.5  23.7  7.4  23.0  28.0  36.1 
Gross margin (%) 26% 17% 5% 13% 15% 18% 
Other operating revenues 26.1  38.3  37.9  26.7  31.1  25.2 

 o/w balancing subsidies 0.0  11.2  7.8  0.5  0.0  0.0 
Other operating expenses (30.5) (44.7) (44.6) (33.9) (37.6) (38.9) 
EBITDA 30.1  17.4  0.7  15.8  21.5  22.4 
EBITDA margin (%) 19% 10% 0% 8% 10% 10% 
EBIT 2.4  (18.0) (29.2) (13.8) (12.3) (19.5) 
Net Income 1.1  (23.1) (22.3) 0.0  (17.1) (27.0) 
Net margin (%) 1% -13% -11% 0% -8% -12% 
Net Debt / EBITDA 6.2  11.8  295.7  12.8  11.0  9.0 
Debt / Shareholders Equity 1.43  1.74  2.25  1.91  2.36  3.10 
*Sources : Annual reports       

 
5. Government’s strategy for energy sector recovery lies on diversification of the mix, improved 
operational performance along sector value chain, as well as on increased transparency in pricing and 
subsidies reform. The situation of financial distress of the energy sector, should it persist, would lead to 
severe underinvestment in the maintenance and the development of the network, ultimately affecting 
SONABEL’s operational performance and quality of service, while increasingly exposing the economy to 
the sector risks through local banks and suppliers. To pave the way back to the sector’s financial 
equilibrium, the Government of Burkina Faso’s has prepared a sector recovery plan that centres around 
three major axes of intervention: (i) increased generation, diversification of the country energy mix and 
foster regional integration; (ii) improved performance of the fuel supply chain; and (iii) pricing and sector 
subsidies reform.  

- Increased generation, diversification of the energy mix and foster regional integration. The GoBF 
aims to increase its generation capacity by progressively shifting its energy generation mix towards 

                                                 
16 Debt/Equity ratio reach 2.36 in 2014, despite a CFA 17B recapitalization in 2013 by conversion of part of State’s concessional 
resources on-lent to Sonabel. 
17 Non cash current liabilities increase from EUR51m in 2010 to EUR 175m in 2014.  
18 End of 2015, GoBF subsidies arears to Sonabel amount CFA 28B (12B and 16B for 2014 and 2015 respectively), whereas public 
and para-public electricity payments arrears amounted CFA 16B.  
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cheaper imports19 and renewable electricity20, as a way to reduce operating costs and mitigate sector 
dependency to oil price and FX exposure. GoBF is committed to relying on private sector participation 
to bridge the generation gap looking forward. Burkina’s mid-term strategy for the sector is further 
discussed in annex 6.  
 

- Improved performance of the fuel supply chain. Given the structure of the generation mix, fuel is a 
critical input for electricity service. It represents alone 40 percent of the overall cost of service. 
Addressing energy sector imbalance in the long run would require an improvement in the upstream 
fuel supply chain managed by SONABHY, currently characterized by high inefficiencies (see annex 7). 
Government’s strategy to address those challenges will include a set of operational measures to 
improve the performance of fuel supply operations for electricity generation based on the industry 
best practices, as well as institutional, legal and regulatory measures to enhance transparency, 
competition, reliability and predictability of the fuel supply for the purpose of electricity generation.  
 

- Pricing and sector subsidies reform. The fuel price structure has been opaque, complex and led to the 
accumulation of cross-arrears between GoBF, SONABHY and SONABEL and weakened the financial 
situation of the two state-owned companies doing so. Since 2013, following the surge in oil prices on 
international markets, SONABEL had purchased fuel for electricity generation at a preferential price21 
set by CIDH22 to SONABHY, notionally compensated by the GoBF by a subsidy for incurred losses. 
However, since the oil price started declining below SONABHY’s cost in 2014, SONABHY appears to 
have absorbed most of the profit windfall23, the situation resulting in a de facto cross subsidy to 
SONABHY from SONABEL, which kept accumulating in return arrears to SONABHY. Electricity sector 
subsidies have been increasingly weighing on the national budget (amounting CFAF 86 billion in 2010-
13), but inefficient, fragmented and not paid or paid with delay (CFAF 28 billion in arrears for 2014-
15), which force the two companies to increasingly rely on costly short term debt from local banks. 
Electricity sector subsidies included: (i) fuel subsidies paid to SONABHY; (ii) compensation subsidies 
paid to SONABEL to balance its incomes despite the absence of tariff adjustments while costs 
increases and (iii) investment subsidies, i.e. GoBF concessional financing on-lent to SONABEL for 
specific investments24.         

6. New fuel price structure and arrears clearance will help SONABEL to recover in the short term. 
In order to pave the way back toward SONABEL’s financial equilibrium, GoBF has taken two short term 
measures for (i) a transparent and flexible oil price structure for SONABEL and (ii) the clearance of 
SONABEL’s arrears to SONABHY. SONABEL revised fuel price structure is effective as of May 1, 2016. 
SONABEL pays fuel “market” price (see box below), capped to a threshold that reflects SONABEL’s break-
even, currently fixed at CFA 300 and 200 per liter for DDO and HFO respectively25. Above this ceiling, 
SONABHY receives a GoBF subsidy to compensate for the difference26. The total amount of annual subsidy 
is capped at a pre-defined ceiling revised annually, above which electricity tariff adjustment would be 
triggered to pass through the delta in fuel cost increase. Annual subsidy caps for 2016 and 2017 have been 

                                                 
19 Notably imports from Ghana, through the Bolgatanga-Ouagadougou T-lines expected to be commissioned H2 2017.  
20 Mostly solar electricity potential, limited hydropower potential in the country having been already valorized (32MW).  
21 Sonabel fuel price was fixed in 2014 by the inter-ministerial order N°2013-038/MICA/MME/MEF dated October 3, 2013, at 
FCFA 405 and 280 per liter for DDO and HFO respectively, in an attempt to mitigate the impact on the sub-sector equilibrium. 
22 Inter-ministerial committee for determination of oil prices 
23 IMF, technical annex on energy sector reform, 2016 
24 65 percent of Sonabel’s debt is on-lending from GoBF, for which concessional terms are not systematically neither fully 
retroceded.     
25 Caps will be revised on yearly basis.  
26 Fuel subsidy is calculated every month and paid every quarter. 
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capped to CFAF 21 billon p.a. The clearance of SONABEL accrued cross arears in the energy sector27 has 
started implementation with an exceptional CFAF 40B payment from SONABHY to the State to clear part 
of SONABEL’s CFAF 66 billion arrears28 to SONABHY, and equally reduced Government electricity bills 
arrears. The remaining CFAF 26 billion owed by SONABEL to SONABHY will be converted into debt to be 
repaid over 10 years at 2.5 percent interest rate. Budget allocation have been included in the Revised Law 
of Finance in 2016 and in the draft 2017 Budget so that the Government can pay part of its arrears to 
SONABEL and SONABHY. The remainder will be paid through budget allocations in FY18 and FY19. 
Together, these measures should alleviate SONABEL’s need for recurrent subsidy in the short term, by 
generating positive net incomes starting 2016. 

Box A5.1. SONABEL revised fuel price structure and clearance of cross-arrears in the electricity sector 
 Revised fuel price structure will allow SONABEL to benefit from lower oil price and to pass though potential 

oil price increase to electricity end users if the pre-budgeted provisional subsidy is not enough to cover for 
SONABEL induced loss. SONABHY will bear subsidies payment risk.  
 

OLD PRICE STRUCTURE – FROM OCT. 2013 UNTIL APRIL 2016 (FCFA PER LITER) HFO DDO 
Reference CIF price - Port of Lomé, Cotonou (“calculated” to include SONABHY 
margin) 

315 335 

Import duties, transport costs, fees and taxes 128 150 
Sales price from SONABHY storage depot (post-tax) 443 485 
Marketing fees and margin 14 15 
Subsidy (no clear payment schedule) -177 -95 
Sales price to SONABEL (fixed) 280 405 

 
NEW PRICE STRUCTURE – AS OF MAY 1, 2016 (FCFA PER LITER) HFO DDO 
“Real” CIF price – Port of Lomé, Cotonou (update monthly by CIDPH based )  146 189 
Import duties 13 14 
Transport costs 70 68 
Fees and import margin 23 23 
Sale price (pre-tax) 251 294 
Customs duties and taxes 12 26 
Sales price from SONABHY storage depot (post-tax) 263 321 
Marketing fees and margin 14 15 
Subsidy (calculated monthly and paid quarterly) -77 -36 
Sales price to SONABEL (cap) 200 300 

 
 The clearance of accumulated cross arears will reduce financing costs induced by SONABEL and SONABHY’s 

shrinking cash flows. SONABEL’s payables will be reduced to sustainable level with the cancellation of arrears 
to SONABHY and compensation for past due subsidies.  
 

Cross-arrears as of end of 2015  

                                                 
27 Through two memorandum of understanding, between SONABHY and GoBF, and SONABHY, SONABELand GoBF respectively.        
28 Made of CFA 5B of SONABHY’S dividend paid to GoBF in 2015 and 35B of SONABHY’s profit windfall from sales to SONABEL 
from January to May 2016.    
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SONABEL’s payables, 2001-18 (FCFAB.) 

 
 

 
Table A5.3. SONABEL’S projected incomes and financial ratios 2016-2018 

 ACTUAL PROJECTIONS** 

 
 

Clearance of arrears to 
SONABHY 

Clearance of arrears 
and fuel tariff adjustment 

 2014 2015 2016 2017 2018 2016 2017 2018 
EBITDA1 (FCFAm) 15,660 14,298 28,581 44,141 44,040 33,078 44,494 50,101 
Net incomes (FCFAm) (11,189) (17,695) (23,987) (17,166) (782) 1,091 6,590 9,040 
Av. tariff per kWh (FCFA) 90.28 90.48 91.06 92.46 92.44 91.06 92.46 92.44 
Av. income per kWh (FCFA) 131.45 140.41 143.23 141.91 142.60 143.23 141.91 142.61 
Av. cost per kWh sold (FCFA) 140.87 151.87 158.48 150.97 142.42 142.43 138.80 135.72 
Av. cost per kWh injected (FCFA) 117.85 126.92 132.63 125.99 118.79 119.20 116.76 113.20 
DSCR1 (target* > 1.2) 1.10 0.80 -1.84 0.75 1.05 -3.03 1.35 1.41 
Net debt / CFADS2 (target*<7) 8.13 11.69 -5.34 8.84 5.13 -2.21 3.45 2.58 
LT debt / Equity (target*<2) 2.25 1.91 6.48 10.00 8.38 2.64 2.19 1.57 
ROE3 (target*>4%) -0.16 0.00 -13.1% -9.6% -0.4% 0.5% 3.0% 3.8% 
* as set in SONABEL performance contract dated 2015 ("contrat plan")             ** Sources: SONABEL’s financial model  
1 Earnings Before Interest, Taxes, Depreciation and Amortization ; 2  Debt Service Coverage Ratio ; 3  Cash Flow Available for 
Debt Servicing ;4 Return on Equity  

 
7. Sustained financial viability of the energy sector in the long term will however require the 
pursuit of the Government’s strong engagement in sector reforms. Electricity cost of service will only 
structurally reduce with the diversification of the energy mix and regional integration. To achieve this 
objective, GoBF will have to properly plan the development of the sector and set an adequate institutional 
and regulatory framework to leverage private financing for generation to free resources for the 
development of the transmission and distribution network.   

8 10 11 12 10 16 14 
21 22 20 

40 

72 72 
80 

102 

34 
41 43 

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

GoBF 

SONABEL SONABHY 

 
Compensation  

Subsidies arrears 

Fuel subsidies arrears 
Public / para-public sector electricity bills arrears 

Fuel payments arrears 

16B 
28B 

66B 

39B 



  

64 

ANNEX 6: BURKINA’S ELECTRICITY SECTOR MID-TERM STRATEGY  

 
1. Over the last 15 years, electricity supply has not kept pace with demand growth, leading to 
increasing capacity deficit with unprecedented load shedding in 2015-16. In 2015, installed capacity 
amounted to 315 MW, mostly produced from thermal29, characterized by low availability of about 50 
percent. The network is interconnected with Cote d’Ivoire through a 225-kV with an increasingly 
unreliable power purchase agreement for a contractually agreed 50-MW supply. As a result, electricity 
supply is just enough to serve the non-peak periods. Over the period, energy consumption increased at a 
yearly compound average growth rate close to 10 percent. As a result, load shedding averaged 180 hours 
equivalent outage time yearly since 2009 and peaked during 2015 at 340 hours per annum.       

Figure A6.1: Demand – Supply analysis 

  
Without additional baseload capacity, the peak power deficit would reach 85 MW by 2018 and 156 MW 
by 2020. Peak demand forecasts on the interconnected network amount to 296 MW in 2017 and 398 MW 
in 2020. Despite the expected increased capacity from the interconnection with Ghana, GoBF would still 
need to bring online 80 MW to avoid severe load shedding in 2017 and 2018, and commission more than 
150 MW by 2020 to meet peak demand.  

Table A6.1: Power supply deficit (2016-2020)* 

 

                                                 
29 Concentrated in 4 bi-fuel (HFO/DDO) plants: Komsilga (93.6 MW), Bobo II (68.0 MW), Kossodo (64.1 MW) & Ouaga II (38.4 

MW); and 16 DDO-fired plants. Burkina also has 32 MW of hydropower ageing plants.  
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Installed 
capacity 

Available 
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Guarantee
available 

power 

Peak 
power 
deficit 

Interco Net power 
deficit CdI Ghana 

2016 270 315 165 152 118 50 0 68 
2017 296 315 238 152 144 50 0 94 
2018 327 315 238 152 175 50 40 85 
2019 362 315 238 152 210 50 40 120 
2020 398 315 238 152 246 50 40 156 

*Sources: Tractebel, MT strategy and Roadmap for Burkina Faso, June 2016 ; WB team evaluation without additional domestic capacity. 
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2. The overall mid-term objective of the sector is to reduce dependency on imported and 
expensive fossil fuels and gradually shift the generation mix towards renewable energy and affordable 
imports of electricity.  This would also reduce exposure to fuel price volatility and foreign exchange risks. 
This strategy requires a scale up in power generation to fill the capacity deficit, and meet the significant 
growth in demand. It also requires additional investments in the national grid to enable it to absorb 
intermittent solar power, and will require the deployment of firm baseload capacity, some of which can 
be sourced through regional interconnectors. In rural areas, the strategy will be to pursue decentralized 
generation in renewable energy in those areas where this technology is least cost.  

3. The WBG, in close collaboration with the Government, has prepared a roadmap for the energy 
mix of the country for the period 2015-2030. Its main results are summarized below.  

Table A6.2: Medium Term Power supply development scenarios 2015-203030 

Development Scenario 

 Emphasis on Domestic 
Thermal Generation 

Emphasis on Domestic Solar 
Production 

Emphasis on Regional Imports 

Investment cost  CFAF 794 billion (of which 
CFAF 233 billion Public 
Finance) 

CFAF 897 billion (of which 
CFA 233 billion Public 
Finance) 

CFAF 496 billion (of which CFA 
148 Billion Public Finance) 

Aggregate Fuel 
Subsidies 

CFAF 805 billion CFAF 568 billion CFAF 451 billion 

Long-Run marginal cost 
(10% discount rate) 

113 CFAF/kWh 106 CFAF/kWh 103 CFAF/kWh 

Price/Cost volatility High (Exposure to 
Petroleum market 
fluctuations) 

Medium (still exposed to Oil 
prices for complement; cost 
of Solar technologies tend to 
reduce over time) 

Medium (Exposed to neighboring 
country supply reliability, import 
disruptions)  

Import Dependence High (need to strengthen 
strategic storage capacity 
for HFO and Diesel) 

Medium (same as current 
situation for petroleum and 
regional imports) 

High (High dependence on 
neighboring countries, notably 
Cote d’Ivoire and Ghana) 

Power system 
constraints 

Low (Capable to locate 
production close to 
demand) 

High (Significant System 
challenges to integrate 
intermittent renewables) 

High (Aggregate system risk 
including transmission constraints 
in neighboring exporting 
countries (Ghana and CI) 

Environmental and 
Climate impacts 

High (HFO - high 
contribution of CO2 and 
other pollutants) 

Low (Reduction in long term 
projection of Thermal Power) 

High (Imports of primarily 
thermal Gas (and Coal) Power 

 
4. Burkina’s medium term least-cost electricity supply expansion strategy will rely on rapid 
expansion of three main pillars of electricity supply :   

a) Scale-up of Domestic Renewable Generation (primarily Solar Photovoltaic): GoBF’s energy sector 
strategy promotes a dramatic scale-up of renewable energies within the national energy mix by 2030. 
GoBF has initially planned for commissioning of 120 MWp of solar capacity by the end of 2018, 
roughly half of which is currently in advanced stages of development. Unfortunately, only one project 
(Zagtouli PV, 33 MW) has reached financial close and started construction (with public financing from 
EU, EIB and AFD). The GoBF launched two competitive bids in 2013 and 2016 for the development 
of 70MWp and 80MWp solar PV plants respectively. The first bid led to the shortlisting of 5 

                                                 
30 Tractebel/Nodalis MT strategy and Roadmap for Burkina Faso, June 2016. 
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developers, none of which reached financial close so far. Additional investments in the national grid 
will be required to enable it to absorb intermittent solar power. As part of its ongoing engagement, 
the World Bank Group is exploring means to promote the financial closure of renewable energy 
projects. 

b) Increase regional Imports through WAPP integration: To exit the vicious circle of increasing demand 
paired with ever costlier fuel based generation, Burkina Faso is actively engaging in regional 
transmission and generation projects through its membership in the West Africa Power Pool (under 
ECOWAS) with the objective to enhance the capacity to import power from both Cote d’Ivoire and 
Ghana, and eventually Niger and Nigeria. The First Phase of  the Inter-zonal Transmission Hub Project  
of WAPP (APL3) Program 31 is due to be completed and operational by end of December 2017 adding 
an initial 40MW of imports with further expansion possible depending on supply surpluses and 
advance of longer term regional power projects such as Domunli, Maria Galeta and North Core 
interconnector.  

Figure A6.2: Energy mix with emphasis on domestic solar production (2015-2030)32 

 

c) Develop firm baseload capacity: The increase of domestic thermal generation capacity available is 
urgently needed to fill the increasing capacity deficit (see table A6.2), meet the significant growth in 
demand, and, in the medium term, balance supply fluctuations resulting from the two pillars above. 
Despite the expected increased capacity from the interconnection with Ghana, GoBF would still need 
to bring online 80 MW to avoid severe load shedding in 2017 and 2018, and commission more than 
150 MW by 2020 to meet demand, which peaks in the early evening. The least cost option to meet 
baseload demand in Burkina includes of mix of rehabilitation of existing HFO fired generation, 
imported electricity from other West African countries (see above), as well as greenfield fossil fuel 
generation.  While the costs of solar with storage has been coming down, concentrated solar power 
(CSP) and photovoltaic with storage (PV storage) are not yet cost competitive for baseload capacity, 
but this is likely to change over time.  

                                                 
31 Ghana (Bolgatanga) – Burkina Faso (Ouagadougou) interconnection transmission  line in 225kV.  
32 Tractebel/Nodalis MT strategy and Roadmap for Burkina Faso, June 2016. 
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ANNEX 7: ELECTRICITY SECTOR GOVERNANCE 

  

1. The Ministry of Energy and Mines is responsible for policy development on the generation, 
transmission and distribution of electricity, the control of energy infrastructure, and the promotion of 
sustainable energy systems. Following the elections and the appointment of a new Cabinet in January 
2016 the ministry implemented several changes to its structure.  The Direction Générale de l’Energie 
(General Department of Energy - DGE) was created within the MME to ensure the development and the 
implementation of energy policies and strategy design. The Government decided in March 2016 to split 
DGE (General directorate of Energy) into three separate entities namely: the Directorate General for 
Conventional Energy (DGEC), the Directorate General for Renewable Energy (DGER), and the Directorate 
General for Energy Efficiency (DGEE). A new Agency for Renewable Energy and energy efficiency is to be 
created and will report directly to the Ministry of Energy and Mines. The existing Electricity Development 
Fund (FDE) will be reinforced and transformed in a full rural electrification agency. 

2. The Regulatory Authority for the Electricity Sector (ARSE) was formed in 2007.  Even after the 
decision to reverse the privatization process in the electricity sector in 2010, the Government maintained 
the ARSE which operates under the authority of the Prime Ministry with a mandate to regulate the 
operators of the sector, arbitrate disputes between operators and to ensure the preservation of economic 
conditions necessary for the sustainability of the sector while ensuring fair competition. While ARSE has 
been able to strengthen its capacity recently, the regulator remains marginalized in terms of influence 
over major sector regulatory aspects such as tariff reviews that are dealt with directly between Ministry 
of Energy and Mines and SONABEL and IPP selection process. 

3. SONABEL is the state-owned electric utility created in 1954. It is a vertically integrated utility 
which has a monopoly on electricity import/exports but not on generation or distribution. No IPP is 
currently operating in the country. The utility serves more than 500,000 clients with 1,650 employees 
whose skills are developed mostly in house in an operation training center. SONABEL’s financial situation 
worsened considerably during the period 2010-2014, as a result of high oil prices, temporary use of costly 
rental diesels (2011-2012) and fixed tariff levels not reflecting the increasing operating cost.  

4. SONABHY, a state-owned public company, has a monopoly over all imports and storage of 
petroleum products in Burkina Faso. SONABEL is SONABHY’s largest client, buying HFO and DDO for 
electricity generation at prices set by the Government (see hereafter). The company is characterized by 
(i) high fuel purchase price, (ii) high transport costs, (iii) high losses; (iv) high financial charges amplified 
by the absence of forex hedging practice; and (v) weak HR policies.  
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Figure A7.1: Energy sector structure, linkages and financial flows 
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	4.7. The financial situation of SONABEL has significantly deteriorated since 2011, with shrinking cash flows and growing debt and payables. SONABEL losses reached CFAF 11 billion (US$19 million) and CFAF 18 billion (US$31 million) in 2014 and 2015, re...
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	4.9. As fuel is and will remain an important component of the Burkina Faso’s energy mix, it influences considerably SONABEL’s cost. Fuel represents 40 percent of the overall cost of service. It will remain a key factor, even though shifting the energy...
	4.10. The existing fuel-price regime prevented SONABEL from benefiting from the decline in global oil prices. Since 2013, SONABEL has purchased fuel from SONABHY for its electricity generation at a negotiated price when oil prices on international mar...
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	4.12. The Government program aims at improving the financial sustainability of the sector by a combination of three actions: (i) the clearance of accumulated arrears between SONABEL, SONABHY and the Government; (ii) the adoption of new price adjustmen...
	4.13. The clearance of the stock of arrears (PA#1) has been initiated through an agreement signed between SONABEL, SONABHY, and the Government on October 13, 2016. This agreement provides for the clearance of those arrears through a combination of cas...
	4.14. The Government will take measures (Trigger 1) to reinforce predictability of payments for electricity bills and subsidies. The 2018 budget will (i) allocate resources needed to ensure timely payments of electricity bills owed to SONABEL by state...
	4.15. SONABEL’s new tariff regime will improve the financial performance of the utility and will provide transparency in electricity sector subsidies budgeting (PA#2). Under the new fuel price structure (PA#2) implemented as of May 1, 2016, SONABEL pa...
	4.16. The financial performance of SONABEL will be further improved by measures to lower the cost and strengthen the security of fuel supply to SONABEL (Trigger 2). It will rely on the introduction of competition for fuel deliveries to SONABEL and imp...
	4.17. This operation supports SONABEL’s engagement in a revenue protection program (PA#3). Such a program will reduce its commercial losses by capturing in a permanent manner revenues from a high- value segment of customers representing 37 percent of ...
	Prior Action #1: The Recipient, SONABEL and SONABHY have entered into a tripartite agreement to clear arrears accumulated between the Recipient, SONABHY and SONABEL; with an implementation process that includes: (a) a one-time payment of CFAF 40 billi...
	Prior Action #2: In order to improve the financial performance of SONABEL, the Recipient’s ministries responsible for commerce, energy, and finance have approved an inter-ministerial decree that states the following: (a) the Regulatory Authority of th...
	Prior Action #3: In order to improve its revenues, SONABEL’s Board of Directors has approved a Revenue Protection Program which provides for the use of smart meters that will strengthen the management of high-voltage and medium-voltage customers’ acco...
	Triggers for the second operation:
	Indicative Trigger 1: The Council of Ministers has allocated adequate funds in the 2018 budget to: (a) cover the annual payment indicated in Prior Action 1 and; (b) cover the receivables from other state-owned enterprises and para-public agencies owed...
	Indicative Trigger 2: To improve the financial performance of SONABEL: (a) the Council of Ministers has approved a legal framework to introduce competition for fuel deliveries from SONABHY storage facilities to SONABEL plants; and (b) the Ministry of ...
	Indicative Trigger 3: SONABEL has allocated funds and implemented the actions required in the first year of the revenue protection program.
	Challenges
	4.18. The overall objective of the Government’s strategy in the power sector is to reduce the country’s dependency on imported and expensive fossil fuels and gradually shift the generation mix towards renewable energy and affordable imports of electri...
	4.19. Lack of effective sector planning to meet peak demand and accommodate the increase of PV plants, as well as weak legal and regulatory frameworks, have hampered the implementation of this strategy. The shift towards intermittent solar electricity...
	4.20. The private sector can play an important role to accelerate the deployment of power generation, in particular for renewable energy. To keep pace with increasing demand and increase diversity of supply, Burkina Faso needs to invest heavily in the...
	4.21. The letter of sector policy articulates the approach of the newly elected government to achieving the overall targets of the national strategy in the energy sector (Politique Sectorielle de l’Energie - POSEN 2014-2025)  (PA#4). The policy letter...
	4.22. The Government, in close collaboration with the WBG, has prepared a roadmap for diversifying the energy mix of the country by 2030, which will serve as the basis for preparing the country’s electricity sector Least-Cost Development Plan, LCDP (T...
	4.23. The LCDP will be kept systematically updated jointly by the Ministry of Energy and SONABEL as the sector evolves (Trigger 5). The pipeline of projects identified would be procured in a timely, transparent and cost-effective manner, i.e., through...
	4.24. Cost-effective implementation of the LCDP requires bolstering government’s capacity to negotiate mutually beneficial and bankable agreements. None of the recently launched IPPs have been brought to financial close to date, due to (i) limited leg...
	4.25. The “bankability” of core transactional documents and government commitments and obligations needs to be established and proven in initial IPPs to enable replication and lower unit cost. Human capacity in PPP and sector regulation needs to be st...
	4.26. Revision of applicable institutional, legal and regulatory frameworks for the electricity sector will clarify responsibilities among agencies and competition processes for private sector participation (Trigger 7). A diagnostic of existing instit...
	4.27. Establishment of an Electricity Sector Development Fund will further strengthen predictability, transparency and governance of budget transfers to the sector (Trigger 6). The advantage with a fund structure is the ability to mobilize funding fro...
	Prior Action #4: In order to improve sector planning, the Council of Ministers of the Recipient has approved a strategy for the energy sector that sets the Recipient’s priorities in the sector in terms of investments, energy diversification, and priva...
	Prior Action #5: In order to encourage private sector participation, the Ministry of Energy and Mines of the Recipient has appointed a technical expert responsible for providing assistance and advisory services on the preparation and negotiations of a...
	Trigger for the second operation:
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	Indicative Trigger 6: The Council of Ministers has established, on terms and conditions acceptable to the World Bank, an Electricity Sector Development Fund (ESDF) with inter alia appropriate governance arrangements, sufficient funding to meet its obj...
	Indicative Trigger 7: The Council of Ministers has approved and submitted to the National Assembly the updated legal, institutional and regulatory framework for the electricity sector, which clarifies, inter alia, the roles and responsibilities of key...
	4.28. Low performance in fiscal revenue mobilization undermines sustainable economic development. The tax revenue to GDP ratio was 15 percent in 2014, one of the lowest in WAEMU. The share of value added tax (VAT) in overall fiscal revenues has steadi...
	4.29. Weak tax performance has also been the result of complex procedures and multiple databases, preventing the proper identification and monitoring of taxpayers. Though some measures have recently been implemented to strengthen the efficiency of rev...
	4.30. Weaknesses in tax collection negatively affect budget reliability, creating significant gaps between planned and actual revenue. Limited tax collection also has an impact on the treasury and often results in delayed payments, leading to low budg...
	4.31. Another fiscal challenge concerns the efficiency of public spending. Procurement remains one of the most important bottlenecks of budget execution, especially of the investment budget. A 2013 World Bank study on boosting capital expenditure in W...
	4.32. The proposed operation supports the actions undertaken by the Government to improve tax collection. In the short term, the two main objectives are to (a) increase the control and the monitoring of taxpayers through an improved coordination betwe...
	4.33. Strengthening public procurement management is a priority area. The objective is to improve the efficiency, performance, and accountability of the public procurement process. Second-generation procurement reforms involve focused efforts to incre...
	Prior Action #6: In order to broaden the tax base, the Ministry of Economy, Finance and Development of the Recipient has improved the identification and monitoring of taxpayers by reconciling the DGI and DGD databases.
	Prior Action #7: The Council of Ministers of the Recipient has: (a) strengthened the administrative process through the introduction of Garnishment5F  Procedures in the Budget Law 2017; and (b) established a new flat tax of 0.2% on properties in urban...
	Prior Action #8: The Council of Ministers has approved a new procurement code and submitted it to the National Assembly for enactment.
	Triggers for the second operation:
	Indicative Trigger 8. The Ministry of Economy, Finance and Development has adopted a policy which reorganizes the VAT billing and revises the eligibility criteria of VAT collection.
	Indicative Trigger 9: To increase tax revenue collection, the Council of Ministers has submitted to the National Assembly for enactment the new General Tax Code (Code Général des Impôts – CGI).
	Indicative Trigger 10: The Government has issued relevant Decrees which operationalize the 2016 Procurement Code and proceeded with its effective implementation.
	4.34. Preparation of this DPF series has been informed by lessons learned from previous DPFs, the findings of the Systematic Country Diagnostic (SCD) consultations, and the Implementation Completion and Results Report (ICRR) of the Growth and Competit...
	4.35. Extensive analytical work underpins each of the policy areas covered by the proposed DPFs. Recent studies undertaken by the World Bank, the Government of Burkina Faso and its other development partners including African Development Bank, IMF and...
	4.3 Link to the CPF, Other World Bank Operations and the WBG Strategy
	4.36. The proposed first operation in a programmatic series of two DPFs is an integral part of the World Bank’s assistance to Burkina Faso under the IDA/IFC/MIGA Country Partnership Strategy (CPS) for FY213-FY16 (Report number 78793). The CPS, endorse...
	4.4 Consultations and Collaboration with Development Partners
	4.38. Consultations: The proposed operation supports the objectives of the PNDES, which has been developed through an inclusive participatory process. The authorities have consulted with a wide range of stakeholders to ensure the broadest possible buy...
	4.39. Collaboration with other development partners: The World Bank team collaborates with donors in Burkina Faso, particularly with the IMF and the African Development Bank. In Burkina Faso, budget support coordination was initiated following the ado...

	5. OTHER DESIGN AND APPRAISAL ISSUES
	5.1 Poverty and Social Impact
	5.1. The proposed DPF series is expected to help alleviate poverty and inequality in Burkina Faso. Increased access to electricity, which is less than 20 percent nationwide today, would not only improve households’ living conditions but also boost fir...
	5.2. A primary objective of the proposed series is to increase access to electricity through higher energy production and distribution capacity, and lower costs, over time. Among others, this combination will be achieved by shifting gradually to impor...
	5.3. Higher access to electricity will help enhance household living conditions. Today only one out of five households is connected to the national grid in Burkina Faso. Moreover, this average access rate masks significant variations across income gro...
	5.4. The second channel through which improved access to electricity will help reduce poverty is the expected impact on firms’ productivity. Many firms are constrained by low access to electricity. Even when they have access, load shedding can be sign...
	5.5. An important aspect of the Government’s strategy in the energy sector concerns the reform of the electricity tariffs. Since the current average tariff, set at approximately US$0.21 per kWh, is already one of the highest in West Africa, the first ...
	5.6. Prior actions related to fiscal management are expected to have positive effects on poverty over the medium term. The poor populations are the most dependent on essential public services. Improved tax collection will augment the fiscal space and ...
	5.7. Implementation of the new public procurement code will further increase the efficiency of public spending. Slow and non-transparent procedures contribute to substantial fiscal losses and reduce the impact of public expenditures on economic growth...
	5.8. While the reforms supported by the DPF series are not directly focused on the promotion of gender equality, they will provide the fiscal space necessary to finance such objectives. Some gender issues are partially driven by an insufficient alloca...
	5.2  Environmental Aspects
	5.9. Implementation of reforms proposed in this operation is not expected to have large negative impacts on environment, forests, or natural resources. As a landlocked Sahelian country, Burkina Faso satisfies its energy needs by using the following so...
	5.10. The reform program supported by the DPF series will help shift the energy mix from traditional biomass and fossil fuels to imported electricity and renewable energy. A special emphasis will be on solar energy given the country’s climatic conditi...
	5.11. Related to fiscal management reforms, the activities supported by the proposed operation are expected to have neutral or positive effects on Burkina’s environment.
	5.12. On the proposed Energy and Fiscal Management Development Policy Financing, all projects on World Bank Group financing and others are under environmental and social assessments with Category B triggered for all of them: P128768 and P149115, Elect...
	5.3 PFM, Disbursement and Auditing Aspects
	5.13. The Government has adopted an update of the Economic and Finance Sector Policy (POSEF) for the period 2011 to 2020 which includes integrated public finance management actions plan. The subprogram of POSEF on PFM reforms aims at addressing the pu...
	5.14. The Economic Governance and Citizen Engagement Project (P155121) effective in October 2016 supports implementation of the PFM reforms and assists the Government of Burkina Faso (GoBF) in improving core areas of economic governance and citizen en...
	5.15. The Government is aligning its PFM systems with current WAEMU directives. The Government has adopted the WAEMU Transparency Code and is aligning its national legislation with WAEMU’s six new PFM directives. The National Transitional Committee (C...
	5.16. The IMF carried out an on-site safeguards assessment of the Central Bank of West African States (BCEAO) and found that progress has been made in strengthening the BCEAO’s safeguards framework since 2013 when the last safeguards assessment was un...
	5.17. The proposed operation would consist of a single-tranche disbursement of US$100 million equivalent, provided on standard grant terms for the 45 percent (SDR 32.8 million or US$ 45.0 million equivalent) and credit terms for the 55 percent (EURO 5...
	5.18. The closing date for the operation is June 30, 2019.
	5.4 Monitoring, Evaluation and Accountability
	5.19. The Ministry of Economy, Finance and Development (MEFD) is the designated implementing agency and has the responsibility for monitoring the overall execution of the measures outlined in the DPF series. MEFD has experience in coordinating and imp...
	5.20. Grievance Redress. Communities and individuals who believe that they have been adversely affected by specific country policies supported as prior actions or tranche-release conditions under a World Bank Development Policy Financing may submit co...

	6. SUMMARY OF RISKS AND RISK MITIGATION
	6.1. The overall risk rating for the proposed operation is substantial. The risk ratings in Table 6.1 follow the four-point rating scale from low (L), to medium (M), substantial (S), and high (H). The two most important categories for the proposed ope...
	6.2. Macroeconomic risks (M): The country is vulnerable to external shocks. Indeed, a larger than expected decline in cotton and gold prices, as well as larger than expected increase in oil imports and high oil prices may put pressure on Burkina Faso’...
	6.3. Institutional capacity for implementation and sustainability (S): Lack of capacity at the Ministry of Energy, at the ARSE and at the Ministry of Economy, Finance and Development may delay the implementation of some measures supported by this oper...
	6.4. Environmental and social risks (S): Climatic shocks represent a serious threat to Burkina’s agriculture sector, both food crops and cotton production, and consequently to rural livelihoods and food security. As a landlocked country in the environ...
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	Annex 6: Burkina’s electricity sector mid-term STRATEGY
	a) Scale-up of Domestic Renewable Generation (primarily Solar Photovoltaic): GoBF’s energy sector strategy promotes a dramatic scale-up of renewable energies within the national energy mix by 2030. GoBF has initially planned for commissioning of 120 M...
	b) Increase regional Imports through WAPP integration: To exit the vicious circle of increasing demand paired with ever costlier fuel based generation, Burkina Faso is actively engaging in regional transmission and generation projects through its memb...
	c) Develop firm baseload capacity: The increase of domestic thermal generation capacity available is urgently needed to fill the increasing capacity deficit (see table A6.2), meet the significant growth in demand, and, in the medium term, balance supp...

	Annex 7: electricity sector Governance
	1. The Ministry of Energy and Mines is responsible for policy development on the generation, transmission and distribution of electricity, the control of energy infrastructure, and the promotion of sustainable energy systems. Following the elections a...
	2. The Regulatory Authority for the Electricity Sector (ARSE) was formed in 2007.  Even after the decision to reverse the privatization process in the electricity sector in 2010, the Government maintained the ARSE which operates under the authority of...
	3. SONABEL is the state-owned electric utility created in 1954. It is a vertically integrated utility which has a monopoly on electricity import/exports but not on generation or distribution. No IPP is currently operating in the country. The utility s...
	4. SONABHY, a state-owned public company, has a monopoly over all imports and storage of petroleum products in Burkina Faso. SONABEL is SONABHY’s largest client, buying HFO and DDO for electricity generation at prices set by the Government (see hereaf...


