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IV. trade policy by sector

(1) OVERVIEW

1. Since the first review of its trade policy, Burkina Faso has made efforts to deregulate and support key sectors of the economy in order to achieve the objectives determined in the Poverty Reduction Strategy Paper (PRSP). In the agricultural sector, the reforms initiated under the Agricultural Structural Adjustment Programme (PASA) have been ongoing since the first review and tariffs have been liberalized. The introduction of the WAEMU’s CET (Chapter III(2)(iv)) has significantly lowered the simple average of duties and taxes applicable to agricultural products, which fell from 31.6 per cent in 1997 to 17.6 per cent in 2004.

2. The State has continued to reform the cotton subsector, the cornerstone of the rural economy. The Textile Fibres Company (SOFITEX), in which the State has become a minority shareholder, remains the leading operator in the subsector because of its de facto monopoly on the collection of seed cotton in the cotton-growing areas of the west and south-west. Since the first review, the objective of reform in the subsector has been to give producers a more important role in managing the subsector (with the State taking on a secondary role), to raise their incomes, and to establish a fund to provide support during periods when the selling price of cotton fibre on global markets does not cover production costs.  The level of prices guaranteed to producers prior to the season depends on previous trends in global prices and the performance of SOFITEX. Another aim of the reform is to open up new cotton-growing areas in the centre and the east to allow the entry of new operators able to provide cotton producers with support, as SOFITEX did in the past. In the long term, the latter should be privatized.

3. Although Burkina Faso has achieved new records in cotton production, the earnings it derives from marketing “white gold” suffer from the subsidies granted by developed countries and from the decline in the United States dollar. In coordination with other countries in West and Central Africa, the Burkina authorities have taken several types of action in the WTO with regard to subsidies.
4. Reform in the sugar and rice subsectors has continued with the privatization of the State enterprises involved and tariff liberalization. Non-tariff protection measures are still in force, however (reference values, requirement to obtain a national conformity certificate even though there are no Burkina standards). The non-traditional rice, sesame, maize, fruit and vegetable subsectors have been taken over by the Agricultural Subsectors Promotion Company (SOPROFA), which is a new public-private partnership model.

5. Industrial production of gold ended in 2000 and a new Mining Code was adopted in 2003 with a view to strengthening the mining sector’s contribution to the objectives of the PRSP; the new Code still gives both Burkina and foreign enterprises the same rights and obligations. The price of hydrocarbons is fixed monthly depending on global prices, and the State enterprise, which has a monopoly on import and storage of hydrocarbons, is included in the privatization programme. In 2000, it was decided to speed up reform in the electricity sector, but the price of a KWh has not changed since 1994.

6. The industrial sector is disadvantaged by the high cost of production factors. Consequently, it has not changed greatly since the first review, except for the progress made in privatization. The sector is still protected by various tariff and non-tariff measures (tariff barriers, barriers to intra-community trade, reference values, national conformity certificate) and the State still participates in enterprises deemed to be of national interest. The authorities have, however, analysed and then confronted the problems of substance in the sector by creating a programme in support of competitiveness and development of enterprises (PACDE) in 2003.

7. Even though the specific commitments made under the GATS were limited to certain tourism services, in 1998 the authorities opened up the telecommunications sector to competition and since 2000 two private mobile telephone operators have provided this service. It is planned to privatize the National Telecommunications Board (ONATEL), the traditional operator, and its exclusive rights over fixed telephony, inter alia, will end in 2005. Microfinance has expanded considerably since the first review and several institutions are financed by the Government or by NGOs. It is not included among Burkina Faso’s commitments under the GATS.

(2) AGRICULTURE, LIVESTOCK, AND FORESTRY

(i) Overview

8. Burkina Faso’s economy chiefly depends on the primary sector as it contributes an average of one third of nominal GDP and constitutes the major source of income and jobs for some 86 per cent of the working population, as well as over half of export earnings from goods. The importance of the primary sector for Burkina’s economy is, however, much greater than its contribution to GDP formation inasmuch as the processing of primary products dominates the secondary sector (for example, the processing of seed cotton), while transport and commercial activities related to domestic and foreign trade play a significant role in the services sector. The primary sector is dominated by agriculture (57 per cent of the primary sector’s contribution to nominal GDP in 2002) and livestock breeding (30 per cent); fisheries and forestry only make a modest contribution (13 per cent).

9. It is estimated that around 9 million hectares of land has agricultural potential and one third (3.5 million hectares) on average is exploited annually. The potential of irrigated land is estimated to be some 233,500 hectares, of which around 11 per cent has been equipped. Grazing areas cover 61 per cent of Burkina Faso’s land area.

10. During the period 1995-2003, growth in agricultural production in real terms was 6 per cent on average, although there was a sharp fall in 2000 caused by unfavourable climate conditions. Between 1998 and 2003, the authorities recorded an increase of 37 per cent in cereal production and 175 per cent in cotton production, the principal cash crop (Table IV.1). Cotton production should reach 500,000 tonnes for the 2003-2004 season as a result of the increase in land under cultivation, favourable rainfall and little damage by pests. For the 2003-2004 season, the outlook is good for cereal production, which reached a record level in the 2002-2003 season with a surplus of around 1 million tonnes. These surpluses mean that the food security situation is deemed to be globally satisfactory.
  Rates of growth in production of sesame and maize have been adequate.

Table IV.1

Agricultural production, 1998-2003

	
	1998
	1999
	2000
	2001
	2002
	2003

	Cereals (‘000 tonnes)
	2,657
	2,670
	2,287
	3,101
	3,119
	3,651

	- Maize
	378
	469
	424
	606
	653
	801

	- Other cereals
	2,279
	2,201
	1,863
	2,495
	2,466
	2,849

	Other crops (‘000 tonnes)
	668
	709
	412
	927
	770
	..

	- Groundnuts
	214
	208
	169
	301
	324
	340

	- Cowpeas
	338
	309
	128
	376
	330
	..

	- Potatoes
	13
	17
	27
	42
	37
	39

	- Sesame
	13
	9
	7
	31
	14
	..

	Cotton (‘000 tonnes)
	285
	254
	276
	378
	406
	500

	Crop production (CFAF billions)
	348
	374
	361
	493
	542
	491

	Crop production (1985 CFAF billions)
	294
	305
	277
	367
	371
	422


.. 
Not available.

Source: Government of Burkina Faso (2004).
11. Burkina Faso’s performance in food production in 2001 shows that food crops are used mainly for domestic consumption.
 Cereal production met some 99 per cent of the country’s needs and the balance was covered by imports of rice and wheat; although there are marked fluctuations in cereal production from year to year, nine years out of 11 between 1993 and 2003 domestic production covered the population’s needs. Imports play a more important role, however, in meeting needs for sugar (46 per cent) and edible vegetable oils (32 per cent).

12. Burkina Faso also has a large animal herd, estimated to be 22.6 million head in 2002 and comprising bovine animals (5 million), sheep (7.2 million), goats (9.2 million), pigs (0.7 million), asses and donkeys (0.5 million), equine animals (0.3 million), and camels (0.015 million). In 2002, exports of live cattle amounted to 802,000 head and accounted for 7 per cent of export earnings in 2001 (Table I.3). The number of poultry is estimated to be 23.8 million and is the population’s main source of protein.

(ii) Agricultural policy

(a) Overview

13. The PASA was introduced in 1991 and has led to liberalization of pricing and marketing of agricultural products, privatization of almost all the enterprises engaged in production, processing and marketing of agricultural products, and the elimination of subsidies for agricultural inputs. The PASA has also allowed the Ministry of Agriculture and Livestock to be reorganized and has enabled the State to refocus on support for producers, who are themselves grouped in cooperatives in order to administer their collective interests more effectively. With the exception of the cotton, sugar and rice subsectors (see below), the State has withdrawn from the majority of agricultural activities.

14. A strategy for sustainable growth in agriculture and an operational strategic plan (PSO) for its implementation were adopted in 1999, the objective being to achieve an annual increase of 5 to 10 per cent in agricultural production by 2010 and so significantly alleviate poverty
 A livestock development plan is included in the PSO and this subsector has benefited from a vast investment programme (CFAF 580 million) (US$968,000)) launched in 2000 in order to safeguard herds.

15. Having noted that growth in the agricultural sector, which was 6 per cent over the period 1995-2002, is in the lower ranges of the PSO, at the end of 2003 the Government drew up and adopted a Rural Development Strategy (SDR) in order to meet the objectives set in the PRSP, which gives a central role to boosting the rural economy. The overall objective of the SDR is to ensure sustained growth of the rural sector so as to help alleviate poverty, increase food security and promote sustainable development.

16. The implementation of the PSO/SDR requires a certain number of measures, particularly better management of natural resources, revision of legislation on land ownership in order to make it more secure, improved access to agricultural machinery and inputs so as to increase yields, access to loans (section (4)) and enhanced competitiveness in cash crops (mainly cotton and oilseeds). Overall, the State intends to continue withdrawing from production and marketing while stepping up its support and advice to private operators (monitoring, research and development, information on market conditions) and its efforts to develop basic infrastructure and improve the quality of human resources.

17. Financing of the rural sector absorbs on average one quarter of the State’s budget (Table IV.2). This spending is broken down as follows: expenditure related to operations and expenditure related to investment. As regards the latter, financing from external funds exceeded financing from own resources in 2002. State spending has risen sharply since 1996, although it has fallen slightly since 1998, when the sector’s financing reached a record level of 11 per cent of GDP. Producers have also mobilized substantial financial resources either through bank loans (in particular, on the basis of cotton guarantees) or through indirect means, or microfinance (section (4)(iv)).

18. SOFITEX is still the main player in the cotton subsector, but the latter’s structure has been changed in order to give producers a co-management role (see below). The State has withdrawn from the sugar subsector by opening up the capital of the Comoé sugar company (SOSUCO). Taking the SOFITEX as a model, the Agricultural Subsectors Promotion Company (SOPROFA) was created in 2001. It is a new public-private partnership model, 75 per cent of whose shares are held by private shareholders and 25 per cent by the State. It has taken over management of the sesame, rice (see below) and maize subsectors and also plays a role in boosting the tomato concentrate and mango juice subsectors, as well as trade in non-traditional fruit and vegetables.
 It works in close collaboration with the Ministry of Agriculture.

Table IV.2

Spending on operations and investment in the rural sector, 1996-2000

 (CFAF millions)
	
	1996
	1997
	1998
	1999
	2000

	Rural sector
	127,953
	111,709
	163,512
	158,827
	134,628

	Operating expenditure
	7.12
	8.486
	8.085
	8.082
	8.927

	Investment expenditure
	120,541
	103,223
	155,427
	150,745
	134,628

	- Domestic financing
	49,703
	49,561
	61,497
	51,490
	52,070

	- External financing
	70,839
	53,662
	93,930
	99,255
	82,558

	State
	375,197
	543,697
	610,423
	609,597
	586,467

	Operating expenditure
	124,491
	184,118
	200,491
	215,037
	224,439

	Investment expenditure
	250,706
	359,579
	409,932
	394,560
	362,028

	- Domestic financing
	161,049
	183,110
	229,739
	201,149
	182,220

	- External financing
	89,657
	176,469
	180,193
	193,411
	179,808

	Share of the rural sector in the State budget 
(percentage)
	34.1
	20.5
	26.8
	26.1
	24.5


Source: Government of Burkina Faso (2004).
19. The liberalization of trade in agricultural products has continued with the introduction of the WAEMU’s CET and its transitional preferential tariff regime for products originating in the WAEMU (Chapter III(2)(iv)). The simple average of customs duty, plus additional import taxes, is 17.6 per cent for agricultural products (Table III.1), which represents a decrease of 44 per cent in comparison with the simple average of 31.6 per cent recorded at the time of the first review. Nevertheless, there are still isolated instances of protection because of the application of various non-tariff measures on certain agricultural products, for example, the use of reference values as a basis for customs valuation and the requirement to produce a national conformity certificate (CNC). Sugar and rice are two basic food commodities on which a combination of these non-tariff measures is imposed.

20. Burkina Faso levies domestic taxes at the customs level. These consist of VAT at 18 per cent and excise duty on coffee, tea, cola and non-alcoholic beverages (10 per cent), alcoholic beverages (25 per cent), low-quality tobacco, cigars and cigarettes (17 per cent), and those of high quality (40 per cent).

21. The WAEMU is currently developing an operational agricultural policy for the Union (PAU) (Chapter II(4)(ii)) the legal framework of which was adopted in 2001.
 Even though tariff protection for agricultural products under the CET is already higher than the protection given to non-agricultural products, the possibility of revising the CET upwards appears to be under consideration. Studies have led to the identification of promising outlets for each of the member States.

(b) Policy in the cotton subsector

22. Cotton is the major cash crop and is grown by around 210,000 producers, mainly in the west and south-west of Burkina Faso, and it directly sustains 2 million people. Growing cotton gives producers large profits as a result of exports. It also has a structuring effect on the agricultural sector as a whole. The knock-on effect of increased revenue from the cotton trade has a direct impact on incomes in rural areas, where the poverty level is highest.

23. A minority of producers cultivate relatively large areas (up to 25 hectares), but the majority work on small farms (from 3 to 5 hectares). Yields per hectare vary somewhat, and range from around 800 to over 1,300 kg per hectare depending on the machinery used.  Only 37 per cent of farms use animal teams or mechanization, however, and the PSO’s objective is to reach a figure of 65 per cent by 2010.

24. Since 1996, producers have joined together in cotton producers’ groups (GPC), which took over from village groups (GV) following various types of malfunctioning. The GPCs are a cooperative structure that facilitates the supply of inputs and agricultural machinery, and seeks to ensure proper management of loans and an increase in yields. The 7,005 GPCs are represented by the National Union of Burkina Cotton Producers (UNPCB). The State handed over part of the capital (30 per cent) of the SOFITEX in 1998 to the UNPCB
 to allow producers to take a leading role in managing the subsector. The State now has only a minority holding (35 per cent) and the French company Dagris (originally the Caisse française du développement des textiles (CFDT)) is the other major shareholder (34 per cent).

25. SOFITEX has the monopoly on the collection of seed cotton in cotton-growing areas where it is established (west and south-west), and also of the initial processing of cotton, including ginning (12 plants), and the marketing of cotton fibre, 97 per cent of which is exported.
 Inputs (fertilizers, pesticides) are supplied to producers by the SOFITEX, which also allows facilitates loans to farmers through the Burkina Agricultural and Commercial Bank (BACB), especially for the financing of inputs and equipment. The GPCs provide a solidarity guarantee scheme for such loans and the SOFITEX, on behalf of the CNCA, ensures that the loans are repaid when the seed cotton is marketed. Loans from the BACB rose from CFAF 28.5 billion (US$47.5 million) to CFAF 46.2 billion (US$77 million) between 1998 and 2002, two thirds of which went to the cotton subsector, either to SOFITEX or to producers.

26. The policy governing the cotton trade is implemented on the new basis of the joint-trade agreement approved by the Government and signed on 22 February 1999 by the UNPCB and the SOFITEX. The agreement provides for a joint committee to manage the subsector and to deal with issues related to the price of inputs proposed by the SOFITEX, the fixing of a floor price for producers per kg of seed cotton (CFAF 210 (US$0.35) for the first grade during the 2004-2005 season), an additional buying price or “cotton refund” (CFAF 25 (US$0.04) per kg) distributed during the following season om the evemt pf èpsotove cpttpm resiéts ("résultat coton") over the preceding season, a price support fund, financed by producers through a levy on the floor price
, research programmes and maintenance of rural roads for collecting seed cotton. The basic buying price for seed cotton from producers corresponds to a cost price of CFAF 650 per kg, which has subsequently risen because of inflation and the trend in SOFITEX’s production costs. The subsector must cover its expenditure even when global prices fall, if necessary by adjusting the floor price or calling on the support fund.

27. SOFITEX’s monopoly throughout Burkina Faso ended in 2001
 Cotton-producing areas in the centre and east of Burkina Faso, which account for 20 per cent of domestic cotton production, are no longer subject to the SOFITEX monopoly, this will enable producers to sell their seed cotton to selected economic operators to be set up in the region.
  Pending the establishment of these operators, SOFITEX continues to support the producers. The State is selecting, on a best-offer basis, enterprises that may be given a monopoly on the collection and processing of seed cotton in these areas for eight years, up to 2012. The organization of the subsector will change as a result because the joint-trade agreement should pave the way for the arrival of newcomers. The State intends to guide this transition.

28. The changes made to the regime governing the cotton subsector appear to have boosted cotton production (Table IV.3), mainly as a result of the expansion of the areas sown because yields have remained stable. As the volume of cotton ginned is 42 per cent on average, this trend has led to an increase in the volume of cotton fibre exported, which rose from 138,800 tonnes in 1998 to 141,900 tonnes in 2002. The record yield (500,000 tonnes) obtained in the 2003-2004 season, means that exports could total 210,000 tonnes, representing an increase of around 50 per cent since the last review.

Table IV.3

Cotton production, 1998-2004

	
	1998-99
	1999-00
	2000-01
	2001-02
	2002-03
	2003-04

	Cotton price to the producer (CFAF per kg))
	185
	160
	175
	200
	175
	185

	Production
	
	
	
	
	
	

	- Volume of seed cotton (‘000 tonnes)
	284
	254
	274
	378
	406
	500

	- Value of production (CFAF billions)
	45.4
	40.1
	44.0
	66.0
	70.7
	..

	- Area (‘000 hectares)
	353
	240
	260
	360.1
	406.0
	..

	- Yield (tonne/hectare)
	0.81
	1.06
	1.06
	1.04
	1.0
	..


..
Not available.

Source: Burkina authorities.

29. Although the volume exported underwent a slight increase between 1998 and 2002, Burkina Faso’s cotton revenue fell from CFAF 120.9 billion to CFAF 88.8 billion (US$200 million to US$148 million). Earnings from exports of cotton fibre vary depending on fluctuations in global prices (expressed in United States dollars), trends in the euro/US dollar rate as the CFA franc is anchored to the euro, and the variability of domestic production as a result of decisions by producers and climate conditions. Since the first review, global prices have continued to decline, falling to UScents28.95  per lb in 2001, only to recover to UScents71.85  per lb in February 2004, although they are still well below the record level of US cents 115  per lb reached in May 1995.

30. According to Burkina Faso and the other cotton-producing countries in West and Central Africa, the subsidization of cotton production by certain WTO Members
 is considered to be one of the direct causes of the problems encountered in global cotton production. As shown in a study by the World Bank, these subsidies artificially inflate the offer on international markets and bring down export prices, thus lowering the export earnings of cotton-dependent countries.
 Because of this situation, the WAEMU countries took a common position on cotton at the Ministerial Meeting in Cancún.
 The sectoral initiative in favour of cotton consists of two key elements: (i) the phasing out of domestic support for cotton production and cotton export subsidies; (ii) transitional measures in the form of financial compensation to offset the loss of revenue incurred.

31. Under its Technical Assistance Plan for 2004, the WTO Secretariat organized a regional workshop on cotton for African countries on 23 and 24 March 2004 in Cotonou, in which the Director-General of the WTO took part. This workshop dealt only with development aspects, notably financial and technical assistance opportunities.

(c) Policy in the sugar subsector

32. The company Société Nouvelle-Société sucrière de la Comoé (SN-SOSUCO), its new name after its capital was opened up to investors other than the State in 1998
, still controls all production and processing of sugar cane in Burkina Faso. It has a de facto rather than legal monopoly because the contract-plan with the State ended when its capital was opened up. It has an area of 4,000 hectares under sugar cane and a processing plant. Sugar produced by the enterprise is sold on the domestic market through approved wholesalers. SN-SOSUCO’s production covers around 46 per cent of Burkina’s needs.
 It is the largest employer after the State and has 4,000 permanent, seasonal or day workers.

33. The State’s withdrawal from SN-SOSUCO should continue with the sale of its residual holding
, but the progress of this project has been delayed because of the poor state of the company’s finances. Since its capital was opened up, SN-SOSUCO has embarked upon a vast programme to improve production.
 The company, however, continues to find it difficult to face up to competition from imported sugar, mainly from Brazil and the European Union, which its managing director terms unfair competition.

34. Sugar is classified as a consumer good in the CET and is therefore subject to the maximum tariff of 20 per cent
 Burkina also imposes a degressive protection tax (TDP) amounting to 5 per cent (Chapter III (2)(iv)). It applies duties and taxes levied by the customs on the basis of a reference value (Table AIII.1), as was the case at the time of the first review. Sugar also remains subject to a national conformity certificate (Table AIII.4).

(d) Policy in the rice subsector

35. The quick and easy way in which rice is prepared has allowed it to penetrate urban markets. As a result, domestic consumption of rice is growing rapidly in Burkina Faso. Although domestic production has increased since the first review, from 90,000 to around 110,000 tonnes between the 1997-1998 and 2001-2002 seasons, imports cover an increasingly large proportion of Burkina Faso’s needs (68 per cent in 2001).
 The Burkina authorities started to implement an action programme for the rice subsector in 2000 in order to increase rice production, mainly by improving facilities, introducing technical innovations and new machinery, as well as a professional structure for the subsector.

36. The first review of Burkina Faso drew attention to the liberalization of the rice sector initiated in 1996.
 Since 2001, the SOPROFA has taken over the country's rice subsector in. Its activities involve signing contracts with producers, under which the SOPROFA guarantees the marketing of agricultural products covered by contracts with producers and pre-finances the inputs needed for their production. The State plays a role in ensuring that the floor price to the producer is sufficiently high, and officials from the Ministry of Agriculture work closely with the SOPROFA in supporting producers. The SOPROFA has therefore taken over the role of the national rice marketing company (SONACOR).

37. Husked rice is subject to a 10 per cent intermediate customs duty under the CET. Rice also requires a national conformity certificate (Table AIII.4), as was the case at the time of the first review.

(3) MINING, PETROLEUM AND ENERGY

(i) Mining

38. Mining activities have declined since the first review and now only make a modest contribution to real GDP. They chiefly concern gold, phosphates and manganese. Gold production was estimated to be 390 kg in 2002, all of which was produced by traditional methods (Table IV.4), as industrial production ceased in 2000; although gold prospection still exists, no new large mines have opened.
 The phosphate deposit at Kodjari has 30 million tonnes of reserves and produces 3,000 tonnes annually, ground and used as fertilizer in Burkina Faso. The manganese deposit at Tambao has 19 million tonnes of reserves, though production is less than 100,000 tonnes a year.  It is not operating at present because there is no railway linking Tambao and Kaya. Burkina Faso also has zinc deposits (the major site at Perkoa, whose reserves are estimated to be 6 million tonnes, is being developed), as well as lead, silver, bauxite, iron, nickel and cobalt deposits.

Table IV.4

Production and official exports of gold, 1994-2002

 (Kilograms of fine gold)

	Year
	Total production
	Gold dust
	Industrial gold 
	Official exports

	1994
	1,637
	906
	731
	1,642

	1995
	1,619
	945
	674
	1,896

	1996
	1,063
	769
	294
	1,460

	1997
	1,088
	944
	144
	1,072

	1998
	1,091
	951
	140
	1,097

	1999
	869
	738
	131
	869

	2000
	553
	515
	38
	606

	2001
	209
	209
	0
	212

	2002
	390
	390
	0
	390


Source : Burkina authorities.

39. Since 2003, Burkina Faso has had a new regulatory framework for mining, aimed at encouraging mining prospection so as to enhance the mining sector’s contribution towards the objectives of the PRSP.
 Another objective is to formalize semi-mechanized small-scale operations. Gold is exploited by 100,000 workers using traditional methods on around 200 sites. The reason why this activity is important in Burkina Faso is that it complements agricultural activities and can be carried out with few resources.
  An additional reason is the nature of the gold deposits - in the form of a large number of small deposits. The activity is recognized as playing a central role in the rural economy and, consequently, in combating poverty, although it is often accompanied by social problems (work by women and children in unhealthy conditions) and has an adverse impact on the environment (water pollution by mercury).

40. The new Mining Code replaces that adopted in 1997, but essentially contains the provisions introduced that year in order to make exploration and exploitation of Burkina’s mineral resources more attractive. Like the former Code, the new Code covers mining resources (except for liquid or gaseous hydrocarbons and underground water) in Burkina Faso and specifies that these belong to the State. Domestic and foreign enterprises have the same rights and obligations under the Code. They may freely transfer capital, income and salaries for foreign natural or legal persons. The customs and tax concessions have been modified since the first review, but essentially provide the same incentives (Box IV.1).

	Box IV.1: Tax and customs concessions under the Mining Code (2003)

During the exploration stage, holders of a permit or authorization are given customs and tax concessions.  At the customs level, these consist of a customs duty of 5 per cent on equipment (including parts and spare parts, with the exception of private vehicles), raw materials, fuel and lubricants, and materials to be used for exploration.  These concessions are subject to the non-availability of equipment, raw materials or materials on the domestic market on terms that are at least the same as those applicable to the goods to be imported.  Tax concessions consist of full relief from VAT on goods (imports and purchases on the domestic market) and services needed for exploration, as well as from tax on industrial and commercial profits (BIC), the minimum flat rate tax on industrial and commercial professions (IMFPIC), the business tax and the employers’ apprenticeship tax (TPA). 

During the preparatory stage, customs concessions consist of total exemption from customs duties on raw materials, materials, fuel, lubricants and machinery required to operate the mine for a period of three years.  The tax concession is total exemption from VAT on the necessary equipment and services.

During the operating phase, the customs concessions give holders of permits the right to customs duty of 7.5 per cent on equipment, raw materials, fuel and lubricants, and materials throughout the period of operation, even though the holder may request their temporary admission.  The tax concessions are taxation at a reduced rate of 35 per cent for the BIC, tax reduced by half on income from securities (IRVM), exemption from the IMFPIC for seven years, and from the business tax, the TPA and the tax on mortmain assets (TBM). Holders are also exempt from registration fees for acts involving an increase in capital. 

Source:  Law No. 031-2003/AN of 31 July 2003.


41. The Code provides for three types of permit: exploration (three years, renewable twice); industrial operation of a large mine (20 years, renewable for consecutive periods of five years until the deposit is exhausted) or a small mine (10 years, renewable for consecutive periods of five years until the deposit is exhausted); and semi-mechanized small-scale operations (five years, renewable for consecutive periods of three years). Under the former Mining Code, semi-mechanized small-scale operations required an authorization and this is still the case for traditional (manual) small-scale exploitation. Semi-mechanized small-scale operations therefore benefit from the tax regime and customs concessions granted under the Code (Box IV.1).

42. Permits are the subject of a mining agreement between the company and the State. An industrial operating permit for a large mine is issued on condition that the State receives 10 per cent of the shares of the operating company; this condition no longer applies to operating permits for small mines, as was the case under the former Mining Code. Holders of permits or authorizations are subject to surface-ownership taxes and fees, the rates, bases and methods of imposition of which are fixed in regulations.

43. The Burkina Precious Metals Office (CBMP), a State-owned company, is the principal buyer of precious metals and stones from gold panners and mining enterprises; the Government’s programme includes its privatization.
 The CBMP no longer has a monopoly on buying and marketing since mining activities were liberalized in 1997; three other offices have been set up.
 Until the adoption of the new Mining Code in 2003, the purchase and exporting of gold required approval from the Ministers for Mining and for Trade
, the current requirement is notification to the Minister responsible for mining. Purchases by the CBMP and other offices are usually destined for export; in 2001, earnings from mining and quarrying industries accounted for 3.7 per cent of exports (Table I.3).

(ii) Petroleum

44. Burkina does not produce petroleum at present, and prospection does not appear to have revealed any promising potential for petroleum exploration or exploitation. Petroleum products nevertheless account for some 25 per cent of imports (Table I.5), mainly to cover domestic needs.

45. The Burkina National Hydrocarbons Company (SONABHY) has a monopoly on importing and stocking hydrocarbons.
 Tariffs have been fixed on a monthly basis according to prices on the global market since 7 February 2001
, except for products that are subsidized by the State.
 These include butane gas and domestic diesel fuel (used by the Burkina National Electricity Company (SONABEL) to generate electricity), with annual subsidies amounting to around CFAF 7 billion (US$11.7 million). As part of the reform of the energy sector decided in 2000 (see below), it is planned to open up the capital of the SONABHY.

(iii) Electricity

46. The authorities recognize that the lack of competitiveness in the manufacturing sector, despite the devaluation of the CFA franc in 1994, stems from the high costs of certain factors, particularly electricity, not only because of Burkina Faso’s landlocked situation but also because the State still has a monopoly on their supply.
 The selling price per KWh was been fixed at CFAF 85 (US$0.14) in 1994 and has not been changed since then to bring it into line with production and infrastructure maintenance costs. The social dimension of supplying electricity is also a factor because in 2002 there were 202,891 subscribers.
 Several private operators generate electricity for their own needs (for example, mines, the SN-SOSUCO sugar plant, some of SOFITEX’s cotton-ginning plants).

47. From 1986 onwards
, SONABEL had a monopoly on the production, transport and distribution of electricity, but this was partly abolished in 1998.
 This initial reform allowed new operators to become involved in areas not served by the SONABEL, including two cooperatives that have been operating since the beginning of 2004.
 Their electricity rates are determined by the Commission on regulation of electricity prices according to a formula laid down in the relevant regulations (based on SONABEL’s costs and average production costs) and approved by the regulatory authority for the electricity subsector. SONABEL’s rates are the same throughout Burkina Faso. They are approved by an interministerial committee following a proposal by SONABEL, but according to the authorities they do not reflect the long-term marginal cost of electricity.

48. Under the PRSP, it was decided in 2000to speed up reform in view of the importance attached to boosting industry. The principal measures decided were the following: revision of the relevant legislation; opening up of SONABEL’s capital to private interests in 2004; interconnection with Ghana in 2012 and with Côte d’Ivoire (already established), together with an extension of the link up to Ouagadougou, in order to obtain supplies at lower cost.
 The accompanying measures include the reform of the SONABHY (see above) so as to lessen the cost of petroleum products used as inputs; in 2002, thermal energy represented 82 per cent of SONABEL’s total production of 365 million KWh.

(4) Industries
(a) Overview

49. In 2002, the manufacturing sector accounted for around 18.5 per cent of nominal GDP (Table I.1). The industrial fabric comprises some 100 units, most of which are located in Ouagadougou or Bobo Dioulasso. The major part is composed of State enterprises whose capital has been opened up to private interests or which have been wholly privatized, to which must be added government-owned industrial enterprises included in the privatization programme; since the first review, some government-owned enterprises have been closed (Table III.3).

50. The key industrial activities involve the processing of local resources, especially cotton: ginning, cotton oil and cake, cotton yarn and fabric. The trend in the textile industry is subject to the fluctuations in cotton production (Table IV.5). The agro-food industry is the second main industrial activity (sugar, wheat, beer and other beverages), followed by tobacco. Burkina Faso also has companies manufacturing consumer goods (soap, tyres, batteries, bicycles and mopeds).
 In 2000, the industrial sector employed around 16,000 people, the same as in 1996.

Table IV.5

Industrial production by main branch of activity, 1994-2000

 (CFAF billions)

	Year
	Textiles
	Agro-food
	Tobacco
	Metal and metalwork
	Mechanical engineering and transport
	Chemicals
	Manufacture of rubber and plastics
	Total

	1994
	40.3
	25.8
	11.2
	6.5
	6.3
	4.5
	3.6
	102.5

	1995
	58.2
	10.2
	6.7
	10.2
	7.4
	8.8
	3.6
	107.2

	1996
	50.2
	11.8
	7.9
	7.6
	10.8
	7.4
	2.5
	99.4

	1997
	80.5
	21.1
	15.9
	5.5
	2.4
	0.4
	1.7
	128.7

	1998
	105.4
	71.5
	10.9
	9.5
	12.0
	7.8
	5.2
	227.2

	1999
	93.7
	68.3
	12.3
	9.9
	12.8
	11.3
	6.9
	219.9

	2000
	67.8
	67.5
	12.4
	9.6
	9.0
	7.6
	5.3
	184.1


Source : Burkina authorities.

51. In the majority of subsectors, only one enterprise is operational
 and competition on the domestic market is mainly from imports. Some Burkina enterprises are approved under the Community Preferential Tax regime (TPC), which allows them to supply markets in member States of the WAEMU without paying any customs duty (Chapter III(2)(vi)).

52. There are also semi-industrial or small-scale manufacturing activities (for example, bakeries, workshops making clothing) which do not appear in the statistics because they are mostly informal. In the Ouagadougou urban area, for instance, 74.3 per cent of the working population (all sectors combined) is in the informal sector.

(b) Industrial policy

53. Burkina Faso redefined its industrial development policy in 1998 and chose an approach based on subsectors.
 The strategy defines 12 subsectors, including, cotton, cereals, fruit and vegetables, oilseeds, animal resources (milk, meat, hides and skins), metalworking and metal articles, and polymers (rubber and plastics).

54. The importance of access to regional and international markets as outlets for increased production is recognized in the PSRP, as has been the experience of many Asian countries. The PRSP recommends that the Burkina economy open up to foreign trade in order to lower the high cost of inputs and to foreign direct investment. Support for exports is promised, especially for the clothing, agro-food and small agricultural machinery subsectors. The PRSP defines a programme of action to encourage the emergence of operators capable of carrying out such projects, and this was reaffirmed in the “Policy letter on development of the private sector” in 2002 (Chapter II(3)(i)). A programme in support of competitiveness and development of enterprises (PACDE) was launched in 2003.

55. Three institutions provide support for the private sector: the Chamber of Commerce, Industry and Crafts of Burkina Faso (CCIA-BF), the Burkina Dockers’ Council (CBC) and the National Foreign Trade Board (ONAC). The ONAC has several functions in support of exporting enterprises (Chapter III(3)(iv)). The State retains a right of control and continues to subsidize these institutions.
 Under the PACDE, it is planned to set up an enterprise centre (financed through French cooperation and by the European Union), and to implement other projects in support of economic operators.

56. In order to obtain an authorization to set up an industry, an economic operator must make an application to the Minister responsible for industry containing the following information: identity (address and nationality) of the promoter; purpose of the project; site of the facility with the building plan; nature of the enterprise (company or individual enterprise); amount of the investment, details of how it is to be realized, and financing; estimated production capacity; number of jobs to be created; list of equipment to be purchased; and environmental impact. The activity may be carried out under the ordinary law regime or under an approval regime; the latter gives the right to tax and customs concessions under the Investment Code (Chapter II(3)(iii)(e)). Authorization is granted one week at the latest after the application has been filed.

57. The main policies restricting competition are border measures. Burkina Faso applies the WAEMU’s CET to goods imported from third countries, together with supplementary duties (statistical fee and community solidarity levies), whereas industrial goods from enterprises of WAEMU origin approved under the TPC regime enjoy duty-free entry. The simple average of duties applied on imports of non-agricultural products (excluding petroleum) is 14.3 per cent (Table AIII.2), but the WTO Secretariat’s analysis of the Burkina tariff highlights the escalation of the tariff regime according to the level of processing (Chart III.1) and the relatively high level of protection granted for finished products.

58. In addition to tariff measures, there are also non-tariff measures, including reference values (Table AIII.1) and the requirement to provide a national conformity certificate, even though there are no Burkina standards in this respect (Table AIII.4), the measures are combined in the majority of cases.  The Professional Association of Burkina Industrialists (GPI) is requesting the Government for support measures.
 The tobacco industry is protected (in addition to customs duties in category 3 of the CET) by lower excise duty on low-quality products than on those of higher quality (Chapter III(2)(iv)); this gap already existed at the time of the first review and has been narrowed since then.

(5) SERVICES

(i) Overview

59. The services sector in Burkina Faso accounted for 49 per cent of the formation of nominal GDP in 2002, a slight increase since the first review due to the growing share of services provided by the State (20 per cent in 2002). Trade constitutes the bulk of commercially-traded services; it should be noted that the data available do not take into account the insignificant activity of traders in the informal sector (section (3)(i)).

60. Burkina Faso has a deficit in commercial services, mainly because of expenditure involved in financing international trade-related transport, which accounted for 62 per cent of the total spending of US$141 million in 2001.
 Burkina Faso is a landlocked country and so must pay the cost of bringing in goods by rail or road from ports in neighbouring countries (Abidjan in Côte d’Ivoire and Accra in Ghana). These costs are partly offset by the contribution of tourism, the only sector in which Burkina Faso has made specific commitments under the GATS. Although Burkina Faso did not participate in the negotiations on telecommunications services in the WTO, the authorities have opened up the telecommunications sector to competition. Financial services do not form part of Burkina’s commitments either, but there has been an expansion in microfinance. The authorities see a central role for this type of loan for the financing of activities in rural areas, and microfinance therefore receives subsidies with the support of development partners.

(ii) Telecommunications

61. Since the first review, Burkina’s stock of telephones has increased significantly, rising from 37,771 subscribers in 1997
 to around 54,286 in 2003, with 49,250 fixed lines (total capacity is 74,936 lines) and 5,036 mobile telephone customers.
 Teledensity is low, with 0.4 telephones per 100 inhabitants, but 87.5 per cent of the national network is digital.

62. When the telecommunications sector was opened up in 1998,
 three regimes were created:

-
Regime of exclusive rights: the National Telecommunications Board (ONATEL), the traditional operator of the fixed telephone network in Burkina Faso, has a legal monopoly until 31 December 2005 for fixed telephony services, international calls, telex and telegraphy;

-
Regulated competition regime: three mobile telephone operators (TELMOB (a subsidiary of ONATEL), in competition with CELTEL and TELCEL-FASO) were granted GSM licences in 2000 and the networks started functioning in 2001;

-
Free competition regime: access to the Internet and data transmission services.

It is planned to sell the State’s 34 per cent holding in ONATEL’s capital to private interests in mid‑2004.

63. The new Telecommunications Code set up the Telecommunications Regulatory Authority (ARTEL), under the supervision of the Minister for Finance.
 ARTEL’s role is basically to approve interconnection agreements among operators, settle disputes, organize invitations to compete with a view to the granting of any licences (fixed and mobile telephony, radio), endorse ONATEL’s interconnection list, and approve terminal equipment.

64. Burkina Faso has not made any specific commitments in this sector under the GATS and did not take part in the WTO negotiations on basic telecommunications services, which ended in 1997.

(iii) Tourism

65. In 2002, 198,376 tourists visited Burkina Faso, up by 7.6 per cent in comparison with the previous year. Tourism in Burkina Faso is the main source of earnings from services exports and income was US$19.9 million in 2001, representing 54 per cent of the credit shown.
 Over half the earnings from tourism are, however, related to business trips involving only a short stay in the country (2.77 days on average). The authorities nevertheless intend to boost the economic contribution of tourism by diversifying products and promoting Burkina Faso as a tourist destination abroad
, with the support of a new regulatory framework for tourist accommodation.

66. Hotel and restaurant services and the services of travel agents and tour operators are the only specific commitments made by Burkina Faso under the GATS.
 The Schedule specifies that the number of foreign travel agencies may not exceed one third of the national total; this requirement no longer appears in the new regulatory framework for tourist accommodation.
(iv) Financial services

67. The banking sector in Burkina Faso is chiefly composed of nine banking institutions and financial establishments
, which support formal industrial activity and import-export transactions (75 per cent of loans are for the short term). These activities are subject to the WAEMU’s common banking regulations and the prudential provisions of the WAEMU Banking Commission, which also has a monitoring role.
 Applications for approval must be addressed to the Minister for Finance of Burkina Faso, who checks the contents and their consistency with the WAEMU banking regulations. The Central Bank of West African States (BCEAO) gives approval, subject to the opinion of the Banking Commission, for loan establishments and appoints their auditors. This two-tier approval system can lead to delays. The Commission must express its opinion within a period not exceeding six months.

68. Since the first review, microfinance has greatly expanded, particularly outside the urban centres served by banking institutions. As a result of strong mobilization of savings (6 per cent of the assets in the banking system in 1999), microfinance allows farmers and micro, small and medium enterprises to have access to loans (8 per cent of loans in the banking system in 1999).
 There are a large number of financial institutions providing microfinance in Burkina Faso, but they are mainly mutual funds or savings and loan cooperatives or decentralized financial schemes (SFDs), and institutions financed by NGOs or by the State.

69. The SFDs are subject to the common regulations of the WAEMU, implemented by member States.
 In Burkina Faso, they come under the supervision of the Ministry of the Economy and Finance, and 35 of them have been granted an authorization to engage in their activities; the authorities also indicate that there are institutions that have not been recognized.
 The Federation of Burkina Credit Unions (FCPB) dominates the microfinance market. It has 69 per cent of the customers, mobilizes 82 per cent of deposits and grants 67 per cent of the loans. In 2001, the sector received subsidies amounting to some CFAF 1.55 billion (US$2.6 million).

70. Burkina Faso did not make any specific commitments in this sector under the GATS and did not take part in the WTO negotiations on financial services, which ended in 1998.
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