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FOREWORD

As with other Sahelian countries, Burkina Faso is facing severe
economic difficulties. While many of these problems require short-term
responses, long-term economic development is also necessary. This longer
term development strategy rightly emphasizes rural projects in fostering
local economic growth. The success of such projects is, however, likely to
be tied to enhanced budgetary capacity and expenditure control at the
provincial and commune levels.

This initiative toward decentralization and local control together
with the difficult economic situation constitute the context for this
raport of the second phase of the Syracuse University Project on Local
Revenue and Service Provision in Burkina Faso. The Project's first phase
was initiated In 1981 as a result of joint interest by USAID and the
Government of Upper Volta in examining the potential for local resource
mobilization in a country with centralized administrative traditions. It
was recognized that additional resources would be necessary to support the
recurrent costs of basic public services. The first phase report provided
detailed information about local revenues and services; however, much
remained to be learned. The second phase of the Project was commenced in
October 1983 coincidently with changes in the Government of Burkina.

This project is part of the Local Revenue Administration Project
(LRAP) of Syracuse University and is supported under a cooperative
agreement (AID/DSAN-CA-0198) with the United States Agency for
International Development, Washington, DC. The views and interpretations
in this publication are those of the authors and should not be attributed
to the United States Agency for International Development.

Larry Schroeder
Syracuse University
August 1984
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CHAPTER I
THE CURRENT ECONOMIC AND FISCAL SITUATION

Introduction

Burkina Faso, like other Sahelian countries, is currently engaged iin
struggle for its economic survival. Its predominant economic activities,
rain-fed agriculture and livestock production, have been dealt devastating
blows by a prolonged drought. Its manufacturing service and commercial
sectors, never robust, have failed to grow over the past few years. The
deficit in the current account of the balance of payments has increased by
approximately 50 percent since 1979, despite increases in exports in 1983
and 1984, Many public enterprises, operating far below capacity, have
incurred large losses, and are in substantial arrears 1in payments to
private-sector suppliers. Finally, the deficit of the central government
budget, excluding foreign grants, has grown to the point where in 1984 its
share of gross domestic product (GDP) (11.3 percent) is almost double that
of 1979, as slow growth rastrained revenues while budgeted expenditures
increased in response to inflation and debt service payients. The growth
in external debt, borrowed to finance government investment in social and
economic infrastructure, jeopardizes prospects for further external
borrowing to offset temporary deficits and to support needed capital

formation.



Fortunately for Burkina, substantial stocks of food grains were
available at the start of 1983. The release of these stocks, along with
reduced, but not disasterous, yields from food grain crops of 1984,
bolstered by considerable cereal imports and food relief aid, have
prevented extensive famine. However, while this has permitted maintenance
of the modest living standards of the bulk of the population, it does not
resolve the problem of paying for the government employees who maintain the
political and administrative structure of the nation, supporting the
extended administrative network envisioned by the new government, and
financing their proposed development projects and initiatives.

The present regime is extremely sensitive to these short-run problems
and is also working on a long-run development plan. In response to the
budgetary deficits of 1982 and 1983 the National Revolutionary Committee
" (CNR) has frozen government hiring and salaries, lowered the retirement age
for public employees, and retained a portion of public employee salaries.
It has also established a voluntary fund for the purchase of food grains to
be sent to the drought-stricken areas.

For the intermediate term the CNR is implementing a development
program (Programme Populaire du Developpement; PPD) which will probably
serve as a model for its future long-term development strategy. The basic
approach involves a threefold program: major infrastructure projects such
as dams, drrigation networks, and railroad lines financed by external

grants; national and Tocal socio-economic infrastructure such as



communications and transportation networks, animal health centers and
slaughter-houses, funded largely from national budget appropriations; rural
projects such as boreholes, wells, water-retention dams, schools and health
facilities which will rely heavily on local voluntary contribution of labor
plus some proposed loan funds.

The development program places heavy emphasis on rural projects and
the substantial role in their implementation of the High Commissioner, the
administrative chief of the newly-created province. To carry out his
obligations in promoting local economic development, the High Commissioner
will need enhanced budgetary capacity and expenditure control for both the
province and the commune.

These developments in the general framework of public policy make an
approach to local revenue mobilization and service delivery even more
- apposite. At the same time the extremely unpromising situation of the
national budget and prospects for foreign lending make local resource
mobilization absolutely crucial if there is to be any improvement of Jocal
services or even maintenance of the rudimentary network currently in
place.

Econcuinic Situation

The present economic situation in Burkina is characterized by a
slowdown of a previously modest and irregular rate of growth of GDP. The
GDP per capita of US$210 in 1982 (about US$135 in rural areas) grew at an

average rate of 1.1 percent from 1960 to 1982, and evidence suggests that



due to the drought and other factors real GDP (and gross national product
also) actually declined from 1982 to 1983. Projections which suggested
that production would grow substantially in 1984 seem now to have been
overly optimistic, and it will be fortunate if the final figures for 1984
show no real decline. Measures of production tell a similar story of
irregular growth and decline from year to year, with a negative growth rate
for output of major crops in both 1982 and 1983 and an index of production
per capita which shows 1982 levels at 95 percent of those of 1969-71.

The effects of the prolonged drought are superimposed on an economy
which is characteristic of the Sahelian region of West Africa. Subsistence
agriculture is the primary economic activity for over 90 percent of the
population. The public sector is the second largest economic sector and
the most rapidly growing one. Industry accounts for only about 16 percent
" of production. Because private and public consumption and exports exceed
domestic production, the overall resource balance is negative, as is gross
domestic saving. Imports have amounted to slightly over a quarter of GDP
for the past five years, while exports have varied from 10 to 13 percent of
GDP. External debt as a percent of GDP, which at 29 percent in 1982 was
above average for Sahelian countries, has raced ahead in the last two years
to almost 42 percent in 1984. This has increased the ratio of debt service
to exports from 10.6 to 14.5, and indicates serious difficulties for the
balance of payments and for prospects of further foreign assistance to

finance domestic investment which, due to such aid, increased at a



respectable annual rate of 3.2 percent from 1970 to 1982.1

It is useful background to this brief sketch of the Burkina economy to
provide some indicators of the conditions of life in Burkina. Life
expectancy is 44 years, somewhat lower than the average of 51 years for the
group of countries classified as low income by the World Bank.2
Consequently, the rate of population growth, 2.0-2.2 percent, is somewhat
Tower than the average low income country. Burkina is among the least
urbanized countries in the world with only 11 percent of its population
residing in urban areas in 1982. The growth of energy consumption since
1974 has been above average for low income countries; nevertheless, at 22
thousands of kilograms of oil-equivalent per capita, it is only a quarter
of the average for countries with comparable incomes. Finally, as regards
measures of health, the availability of physicians in Burkina at 1 per
48,510 persons is far below that in other low income countries, although
the number of nurses is above average. Enrollment ratios for primary,
secondary and higher education of 20, 3 and less than 1 percent of the
reievant populations are below average even for low income countries, and
the adult 1literacy rate, estimated in 1976 at 5 percent, is one of the

lowest in the world.

1Data in this paragraph are from the International Monetary Fund, “Upper
Vg]@a - Recent Economic Developments,” August 15, 1984, Basic Data pp. v-
viii,

2Figures presented in this paragraph are from the World Bank, World
Development Report 1984, and are shown along with comparisons of Burkina
with other countries in Appendice Tables A-1 and 2.




Scope of the Public Sector

In developing countries it is usually difficult to define the "public
sector" and measure comprehensively public revenues and expenditures. The
central or national budget provides, at best, a partial portrait of the
economic magnitude and importance of government and government related
activities. There are "off-budget" government expenditures financed by
special funds which may come from domestic loans or earmarked taxes (e.g.,
social security) or from external loans or grants provided directly to
governments. Also omitted from national budgets are the large sums spent
by foreign donors for specific projects which may require local counterpart
contributions and must be approved by the central government. These
outlays, then, are subject to host government control, use local as well as
imported resources, produce increased physical and/or human capital, yet
are not generally accounted for 1in conventional measures of government
revenues and expenditures. A further source of incomplete measurement of
government activities is the treatment of public enterprises. The
subsidies provided from the national budget and included there are
insufficient to cover operating losses and arrears in the payment of debts
outstanding by these enterprises. These losses, however, do not appear in
government accour .s.

Another component of government finances often excluded from
conventional statements are receipts and expenditures of sub-national
government authorities. This area, vital to the substance of this report,
is frequently overlooked in portraits of government activities in countries

with centralized, unitary administrative structures. This arises because
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the role and responsibilities of local authorities under centralized
systems primarily concern territorial administration while the actual
provision of government services to local residents is organized and
operated by field officials and other personnel employed by "functional®

ministries of the central government. While the amounts raised and spent

by local authorities in centralized systems generally are only 5 to 10
percent of central budgets, they cften represent significant amounts in
urban areas and for certain purposes such as road maintenance, Tocal
educaticn and health services. Furthermore, as mentioned above, for
Sahelian and other developing countries facing virtually insuperable
obstacles to central finance posed by the recurrent costs of their
functional ministerial field services, increased local resource
mobilization is the only possible means of maintaining or augmenting these

activities.

Economic Activities of the Central Government

An essential background for the extended description and analysis of
local resource mobilization and service provision in Burkina is an overview
of the finances and other economic involvements of the central government.
The economy of Burkina, while heavily subject to national government
policies and regulations, is largely private in terms of ownership. A
recent study estimates that 73 percent of value added and 95 percent of

3

employment is private. This estimate treats government and fully

3See Steve Haggblade, Private Sector Assessment: Synthesis Report for
Burkina Faso, December 15, 1984, a report prepared for USAID/Burkina, p. 5.




government owned enterprises as public and allocates value added and
employment in enterprises with partial government ownership in proportion
to shares owned. The impact of government on the entire private sector is,
however, extremely strong due to government regulation of prices of
domestically produced goods including food grains, of minimum wages (earned
by 2 percent of private sector employees), of mark-ups on imported goods,
and of interest rates and the amount and allocation of bank credit by the
West Africa Central Bank (BCEAQ).

Turning to public finance, the national budget includes revenues from
direct and indirect taxes (exclusive of social security taxes),
administrative fees, charges, fines and forfeits, sales of government
property and general purpose grants from abroad. On the expenditure side,
the national budget encompasses outlays for repayment of debts, transfer
payments to individuals and organizations, personnel and material
expenditure by ministries and investments. Apart from its lack of
comprehensiveness, a continuing concern as regards the natfona] budget is
that the system of expenditure classification does not permit functional
distribution of al}l expenditures, nor does it separate investment outlays
by function. A new, elaborate system of budget nomenclature designed to
yi2ld expenditures on these and other detailed categories has been adopted,
but its application will present serious problems for the already
overburdened staff of the Ministry of the Budget.

Levels of national budgetary revenue and expenditure in Burkina were
typical of low income African countries during the 1970s and early 1980s.

While the absolute level of tax revenues amounted to no more than US$20 per



person, per capita income was no more than US$200. Taxes as a percentage
of GOP and tax buoyancy over time were a bit below the norm for low income
semi-arid African nations but an index of the use of tax capacity showed
Burkina Faso above most African countries regardless of their incomes.4
Budgetary expenditures were kept quite close to budgetary revenues, which
included an annual grant from France applicable to the general budget of
some 2-3 percent of the budget.

In 1982 increased budgetary expenditure along with normal growth in
revenues brought about a considerable imbalance between budgeted revenue
and expenditures. Then in 1983, budgetary revenues scarcely increased,due
to a combination of factors including the drought and political and
economic uncertainty. Data on budgetary expenditures for 1983 are not
clear. Some estimates show a fall in spending leading to virtual balance
with revenues. Other estimates, which take account of arrears in
government payments and other adjustments, show expenditure considerably
above revenue. Complete figures for 1984 are not yet available, but alil
sources agree that budgetary expenditures were seriously cut back, while
revenues increased enough to bring about a virtual balance in the national
budget.

Another perspective on public finance in Burkina, however, emerges

from a more comprehensive view which includes foreign grants and extra-

4See J. Miner and R. Kall, "Local Revenue and Service Provision in Upper
Voita: Phase I Final Report," Monograph No. 13, Local Revenue
Administration Project, Metropolitan Studies Program, The Maxwell School
(Syracuse, New York: Syracuse University, August 1983), p. 8.
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budgetary capital outlays of the Government of Burkina (GOB), such as
expenditures from the Treasury's Special Accounts. The deficit, including
unpaid arrears, began to grow in 1980 and has increased absolutely every
year since; it reached 10 percent of the GDP in 1983 before expenditures
reduction lowered it to 9 percent in 1984 (Table I-1). Although budgeted
expenditure in excess of revenues accounted for some of this deficit
increase, the main culprit has been the growing excess of extra budgetary
capital outlay over foreign grants. Since domestic saving is negative,
foreign borrowing is the sole means of financing this discrepancy. The
rise in foreign debt, mainly in short-term loans, and the principal
payments now coming due are imposing an intolerable burden on budgetary
revenues forcing the GOB to make difficult decisions regarding reductions
in operating outlays.

The GOB has taken extraordinary measures to augment tax revenues and
cut expenditures, With over 50 percent of bucgeted expenditure
concentrated in personnel and material and investment expenditure at
minimal levels, expenditure reduction has concentrated on government
employees. While there have been no wholesale dismissals, over 300 civil
servants have been fired and 1,600 teachers laid off and replaced by recent
secondary school graduates. Also, as mentioned above, the goverament has
frozen salaries and hiring, accelerated retirements, reduced housing
indemnities and imposed a contribution to the Treasury of 4 to 8 percent of
public employees' salaries.

Administrative Structure and Recent Changas

Examination of 1local revenues and expenditures requires a clear

indication of the nature o¢ local administrative units, particularly the
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powers they possess and responsibilities assigned to them. As mentioned
above, the highly centralized system characteristic of previous Burkina
administrations is presently undergoing substantial revision. Ministries
have been changed in scope and function and the fundamental territorial
organization has been altered in the direction of dramatic increases in the
numbers of local authorities. At the same time, the responsibility of
lTocal territorial administrative units and their administrative heads have
been increased, although without increase in available revenues.

In Burkina today two local territorial authorities, the province and
the commune, possess the right to acquire revenues and make expenditures
and, therefo-e, have responsibility for prepariag and exacuting budgets.
The provinces, of whi.n there are presently 30, are successors to the
former departments, of which there were 11 (see Appendix Table A-3). Under
the new system the administrative heads of the province, called High
Commissioners, continue to be named by the President. They are, however,
no longer drawn only from those trained and experienced in civil
administration, but include man and women of various backgrounds. Unlike
the prefects who governed the Departments and were field officials of the
Interior Ministry with strictly delimited authority for departmental
policy, the High Commissioner has enhancead responsibility for a wide range
of economic and social programs as well as for political and ideological
formation within the province. The subordinate administrative unit of the
province is now called a department, instead of its former title, sous-
prefecture or arrondissement, and is headed by a prefect. As the

organization chart shows (Figure I-1), the new departments will in many
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cases correspond to the former sub-prefectures and arrondissements. While
there are at present about as many operating local territorial units in the
new scheme as in the old, there are plans for the creation of a large
number of new departments.

The new departments will have a role in provincial budgetary matters
similar to that of the sous-prefecture in the old. That is, they will
provide estimates of expenditures to the budget authority at the provincial
level and they will normally assist in preparing the village tax rolls and
in collecting revenues from villages, although it should be noted that,
with the supression of the basic rate of the standard tax (IFR), there are
at present no village taxes to be collected.

The village is an official unit of territorial administration,
Formerly, an elected chief was the unpaid administrative officer of the
village. His responsibilities centered on the maintenance of order and the
collection of taxes due by village residents. A1l administrative functions
were removed from the chief in 1984 and accorded to the "village delegate"
who is to be elected from among the membership of the local Committee for
the Defense of the Revolution (COR).

The organization of the commune, the second type of local territorial
administrative unit with budgetary authority, has not been altered. Every
provincial seat has been declared a commune. As of 1983, however, there
were only 18 fully operational communes that collected tax-s according to
communal regulations. Gourcy, located in the Province of Yatenga, is not
the provincial capital although it is a functioning commune. This accounts
for the discrepancy between the number of communes and the number of

provinces.
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The proposed increases in local authorities and in administrative sub-
units will pose serious problems regarding construction of necessary
offices and housing, finding qualified staff, and meeting recurrent costs

of personnel and material. So far, no comprehensive estimation has been

made of these costs.
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CHAPTER II

NATIONAL AND LOCAL REVENUE

Introduction

Description and analysis of central tax structure and administration
is an essential background to the question of local revenue and resource
mobilization, First of all, the Tax Division (Direction General des

Impots) of the National Ministry of Finance (Ministére des Ressources

Financi
res) has responsibility for assessment of all direct taxes

including those whose proceeds accrue to rural and communal budgets. The
Tax Division also assesses central government indirect taxes, except for
customs duties. Secondly, the eleven regional treasuries (Tresoreries
Rgionales), offices of the general treasury (Tresorerie General), also
under the finance ministry, are in charge of collecting local as well as
central taxes, The regional treasuries also hold and disburse funds of the
provinces, communes, and the central government recovered from direct taxes
and from the fees and charges collected and retained by the provinces and
communes . The effectiveness of tax administration and prospects for
improvement., then, hinge on the local field practices of central tax snd
treasury agencies which were examined thoroughly in the course of this
project,

The relevance of central tax administration for this report on local
resource mobilization derives partly from the intertwining of central and

local tax assessment and collection procedures. Also, trends in central
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revenues and their future prospects strongly affect possibilities for
nroviding grants-in-aid to localities or local sharing of central taxes, or
for increasing or even maintaining those local services presently provided
by field agencies of central ministries, Finding clear evidence of the
improbability of such alternatives places even greater importance on
improved tax administration and on development of new local revenue
sources. Further, along these lines, if new local revenue sources are to
be developed for provinces and communes, proper analysis of their
efficiency and equity requires that the effects of these new sources be
considered within the entire system of taxation, including the far larger
central taxes.

Nat.ional Budgetary Revenues

National revenues in Burkina may be usefully grouped into the
following broad categories: direct taxes, domestic indirect taxes, taxes
on international trade, and nontax revenue. Table II-1 summarizes revenues
from these broad categories of sources of revenue for the period 1970-1984,
General provisions and rates of specific taxes under each heading are
presented in Appendix Table A-Y. Details of tax recoveries by specific
taxes over time are contained in Tables III-3, 5 and 10 of Chapter III,
where tax recovery issues are discussed.

National Taxes, 1970-1984, As with most developing countries,

direct. taxes in Dw-kina are relatively low, constituting about 20 percent
of the total, while taxes on internstional trade, mainly on imports,
provide about half of budgetary revenue. According to the official GOB
classification, éxcise and domestic turnover taxes produce another 20

percent. This classificatian, however, understates taxes on trade and
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TABLE II-{

CENTRAL GCVEGNMENT REVéNUE BY BROAD CLASSIFICATION
(in billions of CFAF)

SOURCE:

USAID/Rurkins

» A Macrceconomic Profile of Burkina Faso, p. 49.

Saurce 1970 1979 1980 1981 1982 1983 1984
Tax Revenue
Direct Taxes 2.6 5.8 8.7 9.4 10.0 10.6 11.6
Domestic Indirect Taxes 2.6 T. 8.4 11.0 12.0 12.3 15.3
Taxes on International
Trade 47 145 17.3 18.8 21.4 19.1 23.7
Total Tax Hevenue 3.9 219 3.4 39.2 3.4 2,0 50.6
Non-Tax Revenue 1.1 3.3 4.3 1.9 6.8 10.é 6.8
Totadl Reveaue 1.0 31.2 38,7 M. s0.2 52,2 57.4
Total Revenue as Percent. : .
of GDP 13.0 12,2 13.6 12.6 13.9 13.9 13.8
Percent Annual Change in
Tax Revenue 2.7 23.2 14.0 10.7 =3.3 20.5
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overstates the contribution of excise taxes on consumption because revenues
from petroleum and imported tobacco are included in the latter while they
would normally be considered to be éustoms duties. Consequently, virtually
all domestic excise revenue comes from the turnover tax (taxe sur le
chiffre d'affairs), and amounts to less than 10 percent of total tax
revenue. Nontax revenues, including income from the use of government
property, fees, charges, fines, and foreign aid provided for general
budgetary purposes make up the remainder; their importance varies from year
to year and averages about 5 percent.,

Historical data for the 1970-1984 period on overall receipts reveals a
remarkably stable relation of total revenue to GDP equal to 13 to 14
percent. As discussed in Chapter I, this ratio is slightly below the
average for all low income countries as well as for low income African
ones, and the responsiveness or buoyancy of central revenues to growth in
nominal GDP in Burkina also is a bit below average. The recent history of
central revenues is, therefore, not promising as regards additional
resources for local service provision. Without major changes, the
Burkinabe tax system can at best be expected to provide revenues equal to
about 14 percent of GDP. With GDP scarcely growing this implies little or
no revenue increase. Coumbined with the increasing share of national
budgetary expenditure required for debt repayment this suggests that the
central government. will be able to provide little or no help with the
recurrent cost gap for locsl services.

Partly in response to the emergence of this situation and partly to
promote improved tax practices in general, various studies and consultant

groups, including the Phase I Report of this project, have suggested tax
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reforms intended to raise the revenue potential of the national tax system
and its responsiveness to growth in incomes and prices. The following
brief review of the major reform proposals serves as a background for
description of specific recent tax changes in Burkina.

Import taxes, the largest source of revenue, are based on a series of
differential rates applied to the value of imported goods. The unit value
of imports is determined by a schedule of "posted prices" (valeurs
mercuriales). Updating of these posted prices, as recommended by the IMF,
Was put into effect for some goods in 1982 along with increases in the
import duties for selected products. While these changes do respond to
recommendations for updating of the value of imports and exports, they do
not provide a mechanism for continuous establishment and maintenance of
taxable values at market prices. It is generally agreed, however, that the
customs service lacks sufficient trained personnel to implement such a
procedure at the present time. Also, it should be noted that setting
import prices at current values does not. always increase revenues since
revenues would fall with reductions in market prices, a circumstance which
does not happen with fixed posted prices.

Burkina's excise taxes are per unit rather than ad valorem and,
consequently, do not respond automatically to inflation. Excise rates on
both petroleum and cola nuts were raised in 1975 (although the cola tax was
reduced somewhat in 1977), but those on beverages and other products
subject to excise taxes remained unchanged for well over a decade. In
August 1983 unit tax rates on petroleum products other than kerosene and
diesel fuel were almost doubled and in 1934 the tax on domestic beer was

doubled and the rate on imported alcoholic beverages was increased by over
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800 percent, The effects of the tax increase on petroleum products did not
reveal itself until 1983 when these revenues increased by almost 70 percent
over the previous year.

The strongest and most persistent recommendations for tax reform in
Burkina have concentrated on changes in these two aspects of indirect
taxation designed to permit revenues to respond more quickly to increases
in the price of imports. Other areas mentioned for reform include possible
reductions in tax exonerations for investment, establishment of a single
comprehensive income and profits tax schedule, and replacement of import
duties with domestic consumption taxes on products which are not produced
in Burkina.

National Tax Provisions, 1985. Between 1981 and 1984 only the few

minor changes mentioned above were made in direct taxes, none of which had
major impact on the national budget. In 1985, however, the CNR imposed
several measures, some temporary, to increase direct tax revenue so as to
reduce the budgetary deficit and, at the same time, to reduce the taxation
of peasant farmers.

As of 1985 all taxes on commercial and noncommercial profits and on
rental income have the same progressive rate schedule. This culminates a
Series of changes started in 1981 in which the noncommercial income tax
(BNC) and the tax on rental income (IRI) were converted to progressive rate

from flat rate taxes. Taxable income from each of these three sources is
now taxed according to a schedule whose rates were increased in 1985 from
5-35 percent to 10-45 percent. A different rate schedule applies, however,
to interest and dividends. These rates, which varied from 16 to 27 percent

depending on the incoma source, were increased in 1985 to range from 21 to
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37 percent. Real estate capital gains continue to be taxed at a 15 percent
flat rate.

These changes, particularly the increased rates, will produce some
small revenue gains, but the potential here is extremely modest considering
that the total of all these taxes amounts to less th n 5 percent of
budgetary revenues, The importance, if any, of such changes concerns
equity and incentives. As regards equity, these adjustments are only a
very small step toward the recommended adoption of a single comprehensive
income tax. Establishing identical but Separate progressive rate schedules
for commercial, noncommercial, and rental incomes is rnot equivalent to a
single rate schedule being applied to the sum of these and other sources of
income. Thus, a taxpayer with income all from one source will pay more
than another taxpayer with the Same total income from several sources.
Further, more income from wages and salaries as well as interest and
dividends are taxeu at different rates than income from business and rents.
The question of a single progressive income or personal tax remains an
issue for Burkina's future tax policy. Tax experts have suggested that, in
the absence of the capacity to administer and operate a comprehensive
income tax, it may be better to tax income from various sources at a single
flat rate. This would produce equity in tax rates regardless of income
Source and would provide no incentive for shifting of income from one to
another source to reduce tax liability. For a country whose direct tax
receipts are so modest and whose resources for tax administration and

compliance are so limited, such a proposal has obvious merits.
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Despite a suggestion from the World Bank that little stimulation
resulted from the tax exonerations provided to both foreign and domestic
firms for new investment, the period from 1981 to 1985 has seen no
modifications of these generous provisions. The value of such concessions
for promoting investment is seriously in questicn, particularly for foreign
investors, because home countries generally provide a credit against
domestic taxes for taxes paid to foreign governments on overseas
investments. Consequently, Burkina's tax exoneration policies may simply
amount to a transfer of tax revenues from Burkina to the treasury of the
home country of the investors without inducing any greater amount of
foreign investment.

The tax on wages and salaries (IUTS) is the largest source of direct
revenues. The growth of 20 percent in its yield from 1981 to 1982
reflected the increase in government salaries and in the minimum wage in
1982. These tax rates are progressive with marginal rates ranging from 2
to 30 percent, and, up to 1985, with percentage reductions in tax
liabilities for dependents. 1In 1985, as a revenue enhancing measure, the
reductions in tax liability for dependents which ranged from 8 to
22 percent (for seven or more dependents) were eliminated. This will raise
effective average rates by 10 to 15 percent and will undoubtedly impose
serious burdens on those with large families.

Since government functionaries pay a large portion of the tax on wages
and salaries they will be heavily burdened by this change. 1In addition,
for the year 1985 government employees are to contribute from 4 to
8 percent of their salaries, depending on civil service grade, to a special

fund for the reduction of the deficit., This contribution is not deductible
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from income subject to the wage and salary tax, so the functionaries will
have to pay tax rates on incomes which are 4 to 8 percent higher than they
will actually receive, due to the contribution.

Another change in direct taxation in 1985 is suspension of the lowest
category of the standard tax (IFR) and increases in the other five
categories, This tax, paid by those who are not subject to the wage and
salary tax, is levied according to categories reflecting estimated capacity
to pay. The lowest group (sixth category), consisting mainly of those in
subsistence agriculture, were assessed from 300 to 550 CFAF per year
(depending on location), plus a supplement of up to 60 percent of the IFR
imposed on those residing outside communes. When collected in the rural
areas, the IFR has historically been assigned to the central budget. This
policy was changed in 1982 when it was supposed to be returned to the
departmental treasury for infrastructure investment projects. The
departmental tax (Impt de dpartement) assessed at a rate fixed by the
localities and not exceeding 60 percent of the IFR is retained by the
department and typically accounts for over hslf of its direct revenues.
Communes retain the IFR collected within their boundaries; however, it
yields only about 15 percent of communal direct tax revenues. In communes
the IFR along with the tax on ren;al value of domiciles (CM) and the
patente is a component of the base of the "centimes additionnel", a
supplementary tax, which varies by location from 5 to 15 percent and whose
proceeds also accrue to tﬁe commune .

The net effect of this change in the IFR is to reduce departmental
(now provincial) revenues significantly since virtually all rural taxpayers

are assessed at the sixth category rate, Results in the communes are
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harder to assess but a less dramatic change in total revenues is 1likely
because of the relatively large proportion of communal residents who
receive wages and salaries and pay the IUTS rather than the IFR, and a
tradeoff between the gains from higher rates on those above the IFR sixth
category and the losses from those exonerated.

This brief summary of central revenues reveals that, despite some tax
reforms and temporary revenue enhancement measures imposed by the new
government, central revenue in Burkina will not be capable of providing any
Significant new budgetary support for operational activities in the
provinces and communes for the foreseeable future without fundamental
increase in the growth of the economy. Yet, the CNR in its Popular Plan
for Development (PPD) and other expressions of policy places heavy emphasis
on increased local services and creation of socio-economic infrastructure.
Voluntary labor alone, even if available, cannot accomplish these tasks.
Additinnal revenue needs to be found by the provinces and communes, and
this ueed will intensify to meet the operational and recurrent costs of the
planned expansion of infrastructure.

Local Revenues

As discussed above, the past centralized political and administrative
structure of Burkina Faso assigned few public responsibilities to its
second level administrative avthorities. These units, provinces (formerly
departments) and communes, previously functioned primarily as agencies of
territorial administration and provided the relatively few services
consonant with such limited functions. Consequently, their revenue sources
were severely attenuated. At present local authorities garner their

revenues from low rate taxes on persons and the rental value of premises, a
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combined business license and rental value of business premises tax
(patente) , and an assortment of fees and charges., Detailed description of
these revenue sources, which differ somewhat for communes and for
departments (provinces), is contained in Appendix Table A-5, A primary
objective of this study is to review and evaluate in detail these local
revenue sources and to suggest possible reforms in light of current GOB
interest in decentralization of government administration and the already-
assigned increased responsibilities of provinces for economic development ,
An essential background to examination of the legal provisions and
administration of local revenues is a quantitative review of the amounts of
local revenues and their distribution by revenue source and by individual
departments and communes.

Perhaps the most striking fact about local revenues in Burkina is not
their extremely modest magnitude which averaged less than 300 CFAF per
capita in departments and less than 1400 CFAF per capita in communes in
1982 and 1983, but the fact that there are no official published figures
for revenues of local administrative units. This is explained, no doubt,
by the past unimportance of these units which merely served to register
births and deaths, to certify official documents and letters, and as a
territorial base for the important service activities of field agencies of
central government ministries., Fulfillment of their new responsibilities
will require new, accurate, comprehensive data on the fiscal situation of
provinces and communes.

The basic data in Table II-2 come from the "local accounts service" of
the General Treasury (Service des Postes Comptables, SERPOCO) which is

supposed Lo receive annual management reports (Comptes de Gestion) and
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TABLE II-2
REVENUES OF DEPARTMENTS AND COMMUNES, 1976-1983

1976 1977 1978 1979 1980 1981 1982 1983

(in millions of current CFAF)

T8 8 723 811 750 988 1,62 1,599
™ 80 88 _87 1,006 1,371 1,330 1,264

1,489 1,721 1,561 1,708 1,776 2,350 2,952 2,863

(in millions of constant 1977 CFAF)®

874 841 673 677 562 673 1,002 933
865 830 780 748 769 934 822 738

1,739 1,721 1,453 1,425 1,331 1,607 1,824 1,671

Percent Annual Change in Revenues (Current CFAF)

Average Annual
Percent Change
197A-1983
12 ~14 12 -8 32 64 -1 1.7
19 -5 7 14 35 5 -11 8.3
16 -9 9 4 3 25 -3 13.0
Per Capita CFAF and US$
Average
1976-1977 Average 1982-1983
Current, Current. Constant
CFAF  US$ CFAF  USs 1977 CFAF  US$
135 55 281 .80 169 .48
7% 6.96 1,363 3.80 819  2.34
51 1.02 " 435 1.24 54 72

®price index 1976-1980 taken from index of Finsl Consumpt.ion of Public Sector, Table 2,
*. 8 of Canptes Nationsux da la Haute-Volta, 1980; index for 1981-1983 equal to 1mp1101f GDP
rzflator estimsted by IMF.

QURCE: Service des Postes Camptables (SERPOCO), Trésorerie Géidirala.
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monthly revenue summaries from the appropriate regional treasury for each
department and commune. SERPOCO provided annual figures going back to 1976
for both total receipts and expenditures for each department and commune.
Unfortunately, these figures often do not correspond with those provided to
our researchers by the regional treasurers in Ouagadougou and Bobo
Dioulasso, nor with data from individual departmental and communal
management reports.

It is not difficult to find explanations for these discrepancies. The
local accounts service of the General Treasury receives a monthly report of
revenues from the regional treasury, and the yearly total of these receipts
may be different from that in the accounts at the regional treasury or in
the management reports. Receipts recorded in one source may be only up to
the end of the year, while another source may include receipts from the
previous year's taxes obtained during the first two months of the following
year which, by regulstion, accrue to the previous year's revenues.

Whatever the reasons, the problem for an analysis of local revenues
and revenue sources is that data are often partially or completely missing,
and when available, usually are not consistent with those of other sources,
Still, we did obtain a great deal of information which reveals much about
local revenues and about the inadequacies of the recording and registering
of such information.

Overall Revenues of Departments and Communes

Average revenues of local authorities in Burkina for 1982 and 1983
averaged approximately U435 CFAF per person (Table II-2). This total of
about one dollar per person represents essentially the same amount in preal

terms as wias raised in 1976-1977, and is about 5 percent of central
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“government revenues. Communes and departments raise roughly the same
amount of revenues, but since the total population of communes is far
lower, their per capita revenues (1363 CFAF in 1982/83) are five times
those of departments (281 CFAF).1 This reflects the greater level and
range of economic activity in communes, which, however, is accompanied by a
greater need for services. The communal totals include all those
designated communes for which there was an operating local accounting unit
for the year in question. Still, these figures are dominated by Bobo
Dioulasso and Ouagadougou which account for about 80 percent of communal
totals,

The average annual compound rate of growth of departmental revenues
for 1976-83 was 11.7 percent, somewhat higher than the corresponding rate
of 8.3 percent for communes. Variations from year to year are quite large
for both departments and communes, but greater for the former. There is a
tendency for revenue of the two authorities to move together; both suffered
reduction in revenues in 1978 and 1983 and a sharp increase in 1981.
Departments experienced a dramatic increase of 64 percent in 1982,
unmatched by similar growth in communes. The extreme instability exhibited
by these year-to-year changes in local revenues undermines the capacity to
plan expenditures or to stabilize provision of local public services.

Per capita nominal departmental revenues have increased slightly more
than communal revenues over the period from 1977. The growth of

departmental revenues, however, has been both irregular and very modest,

1Rural population in departments and comnunal populstion for 1977 are taken
from the 1975 census and populations for 1983 are our estimates.



29

On the other hand, communal nominal revenues increased fairly regularly
through 1981. Revenues for 1982, however, were lower than those of 1981
and in 1983 receipts declined still further. The effects of inflation and
rising communal populations reduced real per capita revenues of communes in
1983 by 25 percent in relation to 1977; on the other hand, 1983 real per
capita departmental revenues had increased by about 20 percent over their
1977 levels. The low growth of total local authority revenues between 1977
and 1983, however, is not particularly different from the growth of central
government tax revenues. Total central revenues during this period grew at
essentially the same average annual rate, 13 percent, as did revenues of
local authorities,

Sources of Local Authority Revenues

Examination of sources of specific revenue is vital to understanding
the level and patterns of revenues of local authorities and the potential
of reform to increase revenues and improve their efficiency and equity.
Here, the inadequacies of data availability are particularly inhibiting.
No official report provides a breakdown of revenue sources by departments
or communes. SERPOCO, which tabulates total revenues by individual
department and commune, does not classify revenues by source. A
comprehensive porlrait of revenue sources of departments and communes
cannot be developed from the management accounts filed at SERPOCO beczuse
only a small fraction of the total is available there. Further, to our
surprise we discovered that the management accounts for communes no longer
contain figures for tax recoveries, buf only for anticipated and assessed
amounts., At first, the absence of so many of these documents seems

puzzling, given the aviilability of totals for each year for each locsl
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authority. Officials explain that accounts are frequently returned to
local authorities for correction on the basis of errors noted at SERPOCO
and often are not returned. Furthermore, SERPOCO's data for total revenues
is based on the monthly reports on total receipts and expenditures fronm
the regional treasuries rather than the management accounts, and these do
not contain details on revenue Sources or categories of spending.

In the absence of official data or even of tabulations for internal
use by responsible agencies, other means are necessary to obtain a picture
of local revenues by source. Where available, management accounts and
tabulations made by regional treasuries responsible for revenue collection
provide information on revenue sources of specific departments and communes
for years before 1982, We collected many of these, particularly for the
areas in which the project focused, and results of their analysis are
presented below. These sources provide informatisn on the most detailed
sources of revenue, but we were not able to transcribe this full detail in
all cases. To further complicate matters, data from local treasury records
often differ from those in the management accounts, although to our
knowledge the same officials are responsible for the two documents.

Because neither management accounts nor locsl treasury tabulations are
available for all departments and communes it is not possible to provide
comprehensive data on their revenue sources. Receipts from specific
revenue sources are presented below for selected local units. On a
comprehensive basis it is possible to estimate the broad breakdown of total
revenues into what might be termed direct and indirect taxes. By direct
taxes here is meant the group of taxes whose proceeds accrue to local

authorities for which tax rolls are established and for which tax bills



TABLE I1-3

LNCAL DIRFCT AND INDIRBECT REVENIES, 1577-1983
(in millions of CFAF and porcent. distrimst.ion)

1977 1978 1979 1930 1980° 1981 1982 1983
CFAF  Percent. CFAF Percent.  (FAF Percent  CFAF Percent.  CFAF Percent CFAF Percent CFAF Percent (FAF Percent.

Departmnts

Direct. 518 61.6 189 67.6 M shs 89  65.2 580 78.6 578 8.y 586  36.1 97 PS5

Imrdireet. 323 B4 23 k~&] 370 5.6 261 341.8 158 214 510 51.6 1,036 63.9 1,101 67.5

Tot.al 8m 100.0 723 100.0 81 100.0 750 100.0 738  100.0 983 100.0 1,622 100.0 1,528  100.0
fhnn]ms i

Direet. 2R2 r.0 378 5.1 379 h2.3 U6s 5.3 394 9.8 673 k9.1 599 I5.0 522 1.3

Indirect. 5% 068.0 160 54.9 518 57.7 561 S4.7 929 70.2 698 0.9 731 55.0 42 58.7

Total 880 10.0 838 100.0 897 100.0 1,006 1M.0 1,371 100.0 1,330 100.0 1,264 100.0 1,264 100.0

*The Crmpres Hationwx de 1a Haute-Volta, 1980, Table 19;~ p. U1, shows revenwes of a partial set. of departments and camumes by broad reverue
sare2,  Althogh no date is given for the data, il is presumd to be for 1980,

JIRCE:  SFIHPOOD arrl CFHATRIN printaints,

1t
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(avertissements) are prepared by CENATRIN and sent to regional treasurijes.
All remaining revenue Sources are classified as indirect taxes, These
include fees for services and charges for use of public property which are
collected without the establishment of tax rolls. (A more detailed
description of local revenue sources is presented in the next section,)

Table II-3 contains an estimate of the distribution of local revenues
by "roll" taxes and all other revenue sources, The only socurce of a
comprehensive estimate of roll taxes is from CENATRIN, and the figures for
direct taxes used in Table II-3 are the amounts of revenues recovered for
the year in question from those taxes for which CENATRIN prepares tax
bills. For purposes of comparability amounts collected from taxes due from
previous years are included in the year in which they are recovered.
Indirect taxes are then estimated as the differenée between the amount of
total revenue reported by SERPOCO and the direct tax recoveries as reported
by CENATRIN. Use of different sources here ijs likely to lead to error, but
this appears to be the only way to make comprehensive comparisons over
time,

The analysis reveals sharp differences regarding revenue sources
between departments and communes. Departments rely heavily on roll taxes,
while communal revenues are more evenly balanced between roll taxes and
indirect revenues. This difference seems reasonable in light of the far
more limited indirect tax base of departments in comparison with communes,
Departmental figures, however, show a doubling of indirect revenues from
1981 to 1982, and a continuation of this higher amount in 1983, As
discussed below, this increase extends to all departments, There was no

change in the composition of these taxes or their rates to account for this
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increase, and it is rather puzzling.2 The composition of direct or roll
taxes for all departments and communes can be determined from CENATRIN
data, although CENATRIN figures frequently do not correspond to those for
direct taxes provided by the regional treasury of selected communes and
departments (see below, Table II-6). Analysis of CENATRIN data
(Table II-4) reveals, as expected, that traditional taxes3 dominate direct
revenue in departments but are less important for communes. The status of
traditional taxes as the major source of departiment direct revenues has
crucial importance in light of the suppression of the lowest category of
the standard tax (IFR) paid by rural peasants. What are here classified as
traditional taxes consist primarily of the surtax on the IFR, called the
department (ID) or collectivity tax (ICT), levied by departments.
Suppression of the lowest category of the IFR will totally eliminate this
- revenue and reduce the income of the new provinces by an estimated average
of 20 percent. This loss, however, will be substantially greater for those
rural authorities which depend on direct taxes to a greater than average
extent (see Table II-18 for information on importance of direct taxes in

specifiec departments).

2A possible explanation is that the IFR collected in the departments, which
is allocated to central revenues, was scheduled to be returned to
departments as a subvention for infrastructure development as of January
1982. If the authorities at SERPOCO decided to include the proceeds of the
IFR in their estimates of departmental revenues, our data would show an
increase in indirect taxes as the CENATRIN direct taxes are subtracted from
the larger SERPOCO figures to derive estimates of indirect taxes. This,
however, is only a speculation. The amount of the IFR assigned to the
central government for 1982 and 1983 was 673 and 635 million CFAF
respectively, which is consistent with the magnitude of the increase.

3See footnote to Table II-U4 or Appendix Table A-5 for specification of
traditional taxes applied to departmental and communal budgets.



34
TABLE II-4

DISTRIBUTION OF TYPES OF DIRECT TAXES
IN DEPARTMENTS AND COMMUNES
(in percents)

1977 1978 1979 1980 1981 1982 1983

artment.s
Traditiogala 81.7 3.2 TL.A 558 W76 50.0  57.3
Bustness | 12.5 22.1 23.6 37.2 41.8 43.5 35.7
Property .8 1.0 T 1.0 1.7 2.0 1.9
Armes 5.0 3.7 4,3 5.7 9.0 .4 5.0
Total 100.0  100.0 100.0 100.0 100.0  100.0  100.0
All Communes
Tradittopal® 22,7 16.2 187 1.2 134 158  13.8
Business , 51.5 62.9 56.1 61.6 59.7 58.0 60.2
Property 16.0 13.0 16. 15.9 17.4 17.9 18.%
Commmal Surtax 4.6 4.2 5.0 4,7 4.6 4.8 §.8
Other 5,7 3.7 3.9 3.6 4,9 3.5 2.9
Total 100.0  100.0  100.0  100.0  100.0  100.0  100.0
Bobo Dioculasso and Ouagadougou
'rraamogala' 13.9 9.5  11.9 8.4 7.3 8.8 7.8
Bustness , 56.7 68.8 61.5 67.1 . 64.2 62.8 64.3
Property 18.3 13.5 17.9 16.3 19.0 19.5 20.4
Cormnaal Surtax 4.3 4.3 4.8 4.5 4.4 4,5 4.8
Other 6.7 3,9 3.8 3.7. 5.2 4.3 2.8
Total 100.0  100.0  100.0  100.0  100.0 100.0  100.0
Other Communes
Traditiopa)?' 57.0 W0 50.0  40.0  35.0  35.0  33.0
ga :
Busmeasc 35.0 38.0 31.0 52.0 44,0 4.0 47.0
Property 10.0 11.0 9.0 17.0 12.0 14.0.  12.0
comu&al Surtax 5.0 4.0 6.0 7.0 5.0 6.0 5.0
Other 3.0 3,0 4.0 4.0 4,0 1.0 3,0
Total 100.0  100.0  100.0 100.0 100.0  100.0  100.0
3F, ID oM, M
2'IFR, TEET, IF, Volrie '™, TVLH, TVLP, M
bPatente. License dl\r'mes, Bayalage

eAppears to be overstated due to misreporting of beverage license tax. See
text for explanation.

SOURCE:  CENATRIN printouts.
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The apparent increase in the importance of business taxes in
departments starting in 1980 and continuing througn 1983 is the result of
an ektraordinary rise in the beverage license recorded by CENATRIN, to the
extent that its proceeds Substantially exceed the revenue from the business
license tax (patente) for the period 1980-83. It appears that some error
or misclassification has taken place here.u

For the communes, the relative importance of traditional taxes has
declined since 1977 while business taxes increased somewhat,. One
Surprising finding is that although taxes on rental value of premises, as
expected, are more important in communes than departments, this source of
revenue has remained virtually constant despite the growth in population
and economic activity of the two major urban communes.

Revenues of Individual Communes

As of 1983 there were 18 communes in Burkina with operating local
accounting units that received the proceeds of those roll tax revenues
assigned to communes, This reflects an increase of 8 small communes since
1979. Despite this increase, Ouagadougou and Bobo Dioulasso continue to
dominate communal population, revenue and expenditure. Estimates made in
this study set population residing in communes in 1983 at 952,000. This is

almost exactly a déubling of the communal population estimated in the 1975

uThe beverage license levied as a8 local direct tax produced only from 1.2
to 4.2 million CFAF in the years up to 1979. 1In 1982 the beverage license
was combined with a national 1ljcense fee for selling beverages and the
proceeds assigned to the national budget as an indirect tax. Recoveries
amounted to 13.0 million CFAF in 1980, about 5 million CFAF in 1981 and,
then, in response to the combined license, rise to 33 million in 1982 and
1983. CENATRIN's data show departmental revenue from the license tax to be
114, 117, 141, and 92 million CFAF respectively for the period from 1980 to

1983.
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census. Virtually all of the increase is attributable to Ouagadougou and
Bobo Dioulasso, whose populations, presented here for 1983, reflect
estimates of the office of the High Commissioners of the relevant
provinces. Figures here differ from those used in other reports on Burkina
which apply an average rate of urbanization of 7 percent, to the 1975
populations of OQuagadougou and Bobo Dioulasso. This method fails to allow
for the differential rates of migration into these major cities and
produces lower estimates than those of local officials, who base their
figures on communal censuses and personal familiarity with their
communities.

Table II-5 presents SERPOCO data on total revenues of communes and
rates of change in revenue from 1977 to 1983, Table II-6 shows the
percentage distribution of revenue by commune. Quagadougou and Bobo
Dioulasso dominate the totals, accounting for 63 percent of communal
population in 1983 and over 75 percent of revenues. Koudougou, Ouahigouya,
Kaya and Banfora together amount to about 16 percent of revenue and the
remainder is distributed among the other communes, none of whose revenues
exceeds 1.2 percent of the total.

Apart from their modest magnitudes, perhaps the most striking feature
of communal revenues is their extreme variability. The average annual
compound growth rate of revenue for both Quagadougou and Bubo Dioulasso
from 1976 to 1983 was about 7.5 percent, yet for the two major communes
during this time there were five years in which revenues decreased and five
in which revenues grew by more than 30 percent.. These data further confirm
the conclusion drawn above, based on the variability of total communal

revenue, that planning of 1local contributions to public service provision
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TAELE II-5

COMMUNAL REVENUES, 1976-1933

Populstion hevenues
(in tnousands) (in millione of A
Comune 1977 193 2976 19T 1978 1979 19%0 1931 1032 qo83
Ouagacdougou 173 30 360 51 n 374 513 676 721 591
Bobo Diouiasso 115 250 20 194 25 314 285 338 359 372
Koudougou 37 6 39 50 4y 58 54 m 7 54
Ouahi gouya 2 4o 27 ) K¥) ¥ 3$ 54 59 56
Kaya 19 2 7 24 2 20 2 30 3R 30
Tenkocogo 18 38 n 1" 1" 18 15 17 15 9
Reo 14 22 9 7 8 8 4 1 8 7
Fada R'Courma 13 24 i 0 n 13 12 20 ] 13
Banfora 12 2 29 u3 L9 50 61 66 8 8o
Gourcy 10 15 5 6 5 6 5 7 6 8
Kambissiri NA 12 - —_ - - - 3 5 6
YaKo NA 17 - — — - — — 7 9
Dori 6 19 - - - - - 5 1" 9
Diebaugou NA N — — - - -_ - - 5
Gaouwa 7 7 — — - - 4 6 7 n
Lecougou 8 17 - — - - 1 8 17 15
Nouna 12 19 - = —_ —-— 7 8 15 12
Tougan =2 &8 = = = = 5 3 10 b
Total/Average 479 62 TN 831 828 87 1,024 1,379 1,453 1,203
vu3) Percent Change
Average Armual
Percent Crarge
1078~1C32
Ouagadougos 42 =27 13 32 7 -18 7
Bobo Dioulasso -12 u7 0 -9 ¥ -7 4 8
Koudougou 8 -2 2 -7 3 -8 -2 5
Oushigouya -y 23 13 0 50 9 -5 N
Kaya -n -8 -9 10 36 7 -6 2
Tenkodogo 0 0 64 -7 13 =12 =40 -3
Hed -2 14 0 -5 175 =27 =13 -4
Fada N'Courms -36 x 8 -8 67 2 ) -1
Banfora 48 W 2 2 8 30 -7 16
Courey 2 -17 20 =17 Lo ~14 33 7
Xombissiri - - - - - 67 20 -
1a3ko - - - - - - 29 -
Dori —_ - - - - 120 -18 -
Diebougou - - - - - - - -
Gaoua - - - - 50 17 57 -~
Dedougau - - = = 0 13 -» -
Nouna —_— - - - 19 83 -20 -
Tougan = - == = M z =
Average 19 -5 7 W 5 5 -n 8

CURCE: 1977 population dats—Anmisire Statist.ioue ge Bimkine Fama, October 1984, 1983 population estimazes
ard amual percent. change caloulations oy LAAF snall,  hevenua ¢hta—SERROCY.
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TABLE II-6

DISTRIBUTION OF COMMUNAL REVENUES, 1976-1983
(in percent)

1978

Commune 1976 1977 1979 1980 1981 1982 1983
Ouagadougou 48.6 58.0 4y .3 N.7 50.1 49.0 49.6 45.7
Bobo Dioulasso 29.7 22.0 34.0 36.0 27.8 28.1 24,7 28.8
Koudougou 5.3 5.7 5.3 6.5 5.3 5.6 5.9 .2
Ouahigouya 3.6 3.0 3.8 4.0 3.5 3.9 4.1 4.3
Kaya 3.6 2.7 2.6 2.2 2.1 2.2 2.2 2.3
Tenkodogo 1.5 1.2 1.3 2.0 1.5 1.2 1.0 0.7
Reo 1.2 0.8 1.0 0.9 0.4 0.8 0.6 0.5
Fada N'Gourma 1.9 1.0 1.3 1.4 1.2 1.5 1.7 1.0
Banfora 3.9 4.9 5.8 5.6 6.0 4.8 5.9 6.2
Gourcy 0.7 0.7 0.6 0.7 0.5 0.5 0.4 0.6
Kombissiri - - - - - 0.2 0.3 0.5
Yako - -- - —-— -— - 0.5 0.7
Dori — - - -~ - 0.4 0.8 0.7
Ciebougou - - - - - - - 0.4
Gaoua - -~ -~ - . 0.4 0.4 0.5 0.9
Dedougou - - - - 0.1 0.6 1.2 1.2
Nouna - - - — 0.7 0.6 1.0 0.9
Tougan -~ —-= -~ - 0.5 0.2 0.7 0.5

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

SOURCE: Computed from data in Table II-5.

8¢



39

is virtually impossible in the face of such widely fluctuating communal

revenue.

Further differences in taxation among communes is revealed in
Table II-7., In view of the year-to-year variability of revenues, two year
averages of per capita revenues were calculated for the beginning (76/77)
and end (82/83) of the period. These averages were then used to construct
indices of relative revenue per capita among the Burkina communes. Results
here show that Banfora has the highest communal revenue per capita,
substantially in excess of those for either Ouagadougou or Bobo Dioulasso,
the next two highest. Three other large communes, Koudougou, Ouahigouya,
and Kaya, however, all spent only slightly less in 1982/83 than did Bobo
Dioulasso. Despite absolute increases in revenues in all communes from
1976 to 1983, nominal per capita revenues in some communes actually
declined during this period as population increased more than
proportionately to revenue. Caution should be used in interpreting these
per capita figures, however, because of the imprecision of the 1983

estimates of communal population.

It is instructive to examine per capita revenues for individual
communes in relation to the average as shown in Table II-7. Such measures
show that Banfora's revenues increased relative to the average between
1976/77 and 1982/83 as did Koudougou and Kaya. A final and revealing
indication of tax effort emerges from comparison of relative incomes and
per capita revenues among communes based on estimates of 1975 per capita

income derived in a joint study by the International Labor Organization and
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TABLE II-7

COMMUNAL TAXATION AND INCOME

Revenue Per Capita

Population Average Relative
(in thousands) (in CFAF) (index=100) Relative Incame
Per Capita, 1975
Camune 1977 1983  1976/1977 19C2/1983  1976/1977 198271983 (index=100)
Ouagadougou 173 350 2,517 1,874 135, 130 115
Bobo Dioulasso 115 20 1,800 1,462 97 101 130
Koudougou 37 ) 1,203 1,359 65 9y 59
Quahi gouya 26 4o 1,019 1,438 55 100 58
Kaya 19 2 1,342 1,409 T2 98 5
TenkcAogo 18 38 611 316 33 2 35
Reo 1 2 571 341 3 24 59
Fada N'Courms 13 24 885 771 ug 53 67
Banfora 12 20 3,000 4,150 162 288 179
Gourey 10 15 550 ug7 30 32 53
Kambissiri — 12 - 458 - 32 -
Yako - 17 — b -— 33 59
Dori 6 19 - 526 - 36 66
Diebougou — " - 227 — 16 80
Gaoua 7 7 - 1,286 - 89 80
Dedougou 8 17 -~ 941 — 85 57
Nouna 12 19 - 71 — g 57
Taugan _9 3 - 348 - 2h 57
Totsl 479 952 1,856 1,442

SOURCE: Camputed from dats in Tables TI-5 and Disparités de Revenue entre les Villes et les
Campagnes en Haute-Volta, pp. 14, 16,
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the African Program for Employment and Technical Compet:ence.5 These data
indicate that as of 1976/77 the index of tax revenues exceeded the index of
income in Ouagadougou, Kays and Banfora, while the reverse was true for
Bobo Dioulasso. Unfortunately, lack of more recent estimates of communal
incomes weaken comparisons with revenues for 1982/83,

The lack of responsiveness of communal revenues over the period from
1977-83 is partly a result of the slow economic growth of Burkina. As
mentioned above, the average annual increase in communal revenues over the
period was slightly lower than central revenues. However, the communal
areas, particularly Bobo Dioulasso and Ouagadougou are the locus of a
disproportionate share of the modern economic sector in Burkina and one
would expect them to experience greater than average economic growth.
Further possible explanation is that communal revenue sources are even more
unresponsive to economic growth than national revenues because: (1) rates
of communal taxes, fees and charges are primarily set on a per unit basis
and have not been raised as prices have increased; (2) tax assessments and
liabilities have not been expanding as rapidly as has growth in their bases
over time; (3) as persons enter the modern sector they shift from paying
taxes which accrue to the commune (e.g., IFR) to th§se accruing to the
national budget (e.g., IUTS); and (4) low recovery rates on assessed taxes.

The responsiveness of rates of communal taxes and charges to increase
in prices is readily deseribed. Apart from reductions in the rate of the

minimum category of the IFR in 1920 there had been no changes in the rates

SOPganjzation Inrernationale du Travail, Disparites de Revenu2s entre les
Villes et les Campagnes en Haute Volta, BIT, PECTA: Addis Ababa, 1984, pp.
1, 6.
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of communal revenue sources until the reforms of 1984, discussed above,
which exonerate the sixth category of the IFR and raise the others. This
change is expected to have little revenue effect on larger communes.
Understanding the other factors which potentially explain the failure
of per capita local revenues to expand requires a detailed examination of
the nature of the various communal and departmental revenue sources and of
met.hods of revenue collection. Discussion of tax administration is
reserved for the next chapter, Here we will look at the relative
importance and variation over time of specific revenue sources of

individual communes and departments.

Sources of Dats for Detailed Communal Revenues

As much information as possible was obtained for Ouagadougou and Bobo
Dioulasso as well as for other relatively large communes. Information on
receipts from roll taxes by individual commune are available from CENATRIN
printouts. Data on roll and nonroll taxes for selected years were provided
by the regional treasuries of the two major cities. Similar data for other
selected years are contained in s preliminary version of a World Bank

6

Report™ on the finance of Ouagadougou and Bobo Dioulasso. Finally, SERPOCO

provides total revenues by commune. These data sources provide alternative
estimates of actual revenues collected by the communes of Ouagadougou and
Bobo Dioulasso from detailed, specific sources of revenue over a period of
time. In Appendix Table A-6 data from these alternative sources are

compared. Comparison of alternative data sources is important here because

68. Tagournet and G, Palacio, Project de Developpment. Urbain, Finances
Municipales, Quagadougou - Bobo Dioul asso, Republique de Haute Volte,
Bangue Mondiale, Juin 1934,
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more confidence can be placed in findings if different sources yield
similar estimates. Figures from the regional treasury and SERPOCO for
total revenues generally agree, but CENATRIN data for direct tax recoveries
consistently differ from those provided by the regional treasury,

Communal Direct Taxes

Ouagadougou and Bobo Dioulasso dominate direct tax revenues of
communes to an even greater extent than they do total revenues
(Table II-8). The two major communes accounted for 86 percent of all
communal direct revenue in 1983, in comparison with T4 percent of total
revenues,

Since 1978 direct taxes have averaged between 40 and 48 percent of
total communal revenues (Table II-9). However, Koudougou, which in 1977
accounted for 10 percent of direct communal taxes, dropped to only 4
percent in 1983, Banfora is the only urban commune to have a larger share
in 1983 than in 1977, 1In 1983 it had the largest share, 6.4 percent, after
the two major communes. None of the new small communes accounted for as
much as 2 percent of direct revenues in 1983.

Data on communal direct and indirect taxes permits estimation of the
per capita amounts generated from each source. Average per capita direct
taxes amount to less than 600 CFAF and in fact are below 500 CFAF in 3ll
but Ouagadougou, Banfora and Koudougou (Table II-10). Indirect taxes in
the relatively larger commimes tend to be about 1,000 CFAF per capita, but
range between 100 to 500 CFAF per capita in the small communes. There is
considerable variation both within communes over time an< among communes,
Possible errors in data sources, the distribution of the tax bases of

direct and indirect taxes, the offectiveness of direct and indirect tax



COMMUNAL DIRECT TAX REVENUES,® 1977-1983
(in millions of CFAF and percentage distribution)

TABLE II-8

1977 1980

Cormune Revernue Percent. Reverue Percent Reverne Percent. Reverue Percent. Revenue Percent Revenue Percent Revenue Percent.
Ousgsdougou 140.5 50.4 216.5 57.3 1747 45.7 263.1 60.4 3245 u8.5 328.7 54.8 272.9 52.2
Bobo Dioulasso 67.5 24.2 86.9 23.0 134.2 35.1 §1.7 21.1 187.4 28.0 111.2 18.5 125.0 23.9
Koudougou 28.2 10.1 24.2 6.4 5.1 6.6 15.9 4.6 39.1 6.7 39.1 6.5 21.0 4.0
Ouanigouya 10.3 3.7 11.2 3.0 12.1 3.2 10.4 2.4 17.8 2.7 13.5 2.3 4.7 2.8
Kaya 4.2 1.5 4.1 1.1 5.8 1.5 6.3 1.4 10.3 1.5 8.1 1.4 5.0 1.0
Tenkodogo 6.2 2.2 5.7 1.5 5.1 1.3 7.4 1.7 6.7 1.0 7.9 1.3 4.3 0.8
Ren 5.0 1.8 5.7 1.5 5.0 1.0 1.8 0.4 4.0 0.6 5.9 1.0 4.7 0.9
Fada N'Gourma 4.9 1.8 6.4 1.7 5.6 1.5 5.9 1.4 4.2 2.1 7.6 1.3 4.9 c.9
Banfora 12.2 4.y 13.8 3.7 11.6 3.0 17.5 450 34.6 5.2 43.0 7.2 33.5 6.4
Jourcy — —_ 3.3 0.9 4.0 1.0 3.2 0.7 5.0 0.7 4.7 0.8 5.2 1.0
Ysleos — — — - - — - - - — 3.5 0.6 5.5 1.1
Dori — — - - - —_ - - L 0.6 6.1 1.0 4.1 0.8
iebougou — - - - - — — - - - - — L 0.8
Garua — — — — - — 2.5 0.6 3.8 0.6 3.8 0.6 49 0.9
bodonsizon — —_ - - — — 0.7 0.6 4.7 0.7 8.3 1.4 6.4 1.2
Hwna - - - - - - 3.4 0.8 5.3 0.8 5.4 0.9 3.5 0.7
Toxazan — — - - — — 1.8 0.4 1.2 0.2 3.2 0.5 2.7 0.5

Total 279.0 100.0 377.8 100.0 382.2 100.0 435.6 106.0 668.4 100.0 600.0 100.0 52.4 100.0

“Reverves include recoveries from nrevious years.

JAKCE: CENATRIN printouts.

vy



DIRECT TAXES AS PERCENT OF TOTAL COMMUNAL REVENUE, 1977-1983

TABLE II-9

Commune 1977 1978 1979 1980 1981 1982 1983
Ouagadougou 27.5 58.4 6.7 51.3 48.0 y5.6 6.2
Bobo Dioulasso 34.8 30.5 42,7 32.2 L8.3 31.0 33.6
Koudougou 56.4 55.0 43.3 36.9 58.2 55.1 38.9
Ouaahigouya 39.6 35.0 23.6 28.9 33.0 22.9 26.3
Kaya 17.5 18.6 29.0 28.6 34.3 25.3 16.7
Tenkodogo 56.4 51.8 28.3 49.3 39.4 52.7 47.8
Reo T1.4 71.3 50.0 5.0 36.4 73.8 67.1
Fada N'Gourma: 54.4 58.2 431 49.2 71.0 31.7 37.7
Banfora 28.4 B.2 23.2 28.7 52.4 50.0 4.9
Gourcy - 66.0 66.7 64.0 T71.4 78.3 65.0
Kombissiri - - - - - - -
Yako -— - - - - 50.0 61.1
Dori - - - - 82.0 55.5 45.6
Diebougou - - ~- - - - 82.0
Gaoua - ~- - 62.5 63.3 54.3 4y.5
Dedougou - - - 70.0 58.8 48.8 2.7
Nouna s - - 48.6 66.3 36.0 2.2
Tougan = - - 36.0 40.0 32.0 45.0

Total 31.7 45.1 2.6 42,5 48.5 1.3 40.4
SOURCE: Computed from data in Tables II~5 and II-8.

1%
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TABLE II-10

PER CAPITA DIRECT AND INDIRECT TAX REVENUE
IN COMMUNES, AVERAGE OF 1982 AND 1983

(in CFAF)

Total

Commune Revenue
Ouagadougou 1,874
Bcbo Dioulasso 1,462
Koudougou 1,359
Ouahigouya 1,438
Kaya 1,409
Tenkodogo 316
Reo 34
Fada N'Gourma (A
Banfora 4,150
Average 1,442

Direct Tax Indirect Tax
Revenue Revenue
862 1,012
468 99y
571 798
352 1,056
296 1,113
158 158
239 102
270 501
1,909 2,2U1

553 859

SOURCE: Computed from data in Tables II-5 and 11-8.
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recoveries and local economic circumstances all are potential explanations
for these varietions.

Examination of variation in the use of specific direct revenue sources
over time and by different communes is limited here to looking at the five
largest communes. Table II-11 shows that as expected the two major
communes receive the majority of their revenue from business taxes, while
the smaller communes rec«ive relatively iore from traditional taxes.
Property taxes are relatively more important in the smaller communes, This
may be the result of lower overall direct tax levels whiclh increases the
importance of the property taxes in the communes with fewer business tax
revenue,

Communal and Departmental Indirect Taxes

Table II-3 shows that indirect or nonroll revenues account for almost
60 percent of total local revenues in 1982 and 1983. While they display
considerable variation from year to year in amount and share of communal
and departmental revenues, they are extremely important sources of income.
As explained above, comprehensive data on the amounts of these revenues by
detailed source and for each individual local authority are nonexistent in
Burkina Faso, although in principle they are provided in the annual
management accounts submitted by the regional treasuries. In the present
study, dsta on communal indirect revenues was acquired for Ouagadougou ana
Bobo Dioulasso along with similar information for a number of departments.
Limited as it is, this provides the only systematic information we were
able to obtain on the actual recoveries of fees, charges, and other such
revenues of local authorities. Communal preliminary budgets (budgets
primitifs) contain estimates of these revenues for the next year, but

collections are shown only up to September when the budgets are prepared,
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TABLE II-11

SOURCES OF DIRECT TAXES AMONG SELECTED COMMUNES, 1977-1983
(in percent)

Tax 1977 1978 1979 1980 1981 1982 1983
Ouggadoggou
Traditiopal® 13 8 14 7 7 8 7
Businessc 57 T 63 69 66 67 69
Property 19 5 15 17 18 17 17
Communal Surtax l 2 il y y ] ]
Other 1 3 ! .3 -3 _H 3
Total 100 100 10" Y] 100 100 190
Bobo Diau{asso
Traditional 17 14 10 1" 8 Vi 9
Bur iness 54 63 60 63 o] 51 54
Property 17 10 20 16 2i 27 28
Ceminunal Surtax 6 8 6 7 6 7 6
Other 6 5 & & 6 _u _3
Total 100 100 170 100 100 100 100
Koudougou
Traditional 38 36 33 29 21 22 27
Business 37 37 6 35 g 7 4o
Property 16 18 1" 27 22 24 24
Communal Surtax 7 7 9 7 7 6 5
Other -2 2 2 3 _1 1 _3
Total 100 100 100 100 100 100 100
Quahigouya
Traditionzl 36 32 43 35 29 32 25
Business 39 43 31 42 L6 45 52
Property 13 14 14 12 12 12 13
Communal Surtax 5 5 5 6 5 5 6
Other 7 7 7 7 _T _5 )
Total 100 100 100 100 100 100 100
Banfora
Traditional 17 16 24 14 13 16 11
Business 72 75 60 72 71 67 T4
Property 4 3 10 7 9 12 9
Communal Surtax 4 5 ] y ] ly l
Other 3 1 2 3 _2 _1 _2
Total . 100 100 100 100 100 100 100
41FR, TEET, IF, Voirie cM, TVLH, TVLP, MM

b
Patente, License dArmes, Bayalage

SOURCE:  CENATRIN printouts.
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There are accounting regulations governing the reporting of these
nonroll taxes which differ ror communes and departments. For communes, a
large number of communal fees, charges and taxes are classified into five
broad categories: service charges (produits de 1'exploitation); charges
for use of state property (produits domaniaux); finance charges (pi'oduits

financierz), 2us% rescriaying (recour~ements-participations); miscell aneous

]

charges (proinc:: civors); other taucs (sutces taxsc'. TFor deporiments,
the i2dividial scurces of nonroll revsauss o aroroed inle four chapters:
vehi:': registrations (taxes et impositiones npercus sur o ire g ~eoette);

serviz>: charges (taxes-droits et remuneration pour services rendus);
charges for state property (revenue ordinaire due patromonine
departmental); and miscellaneous receipts (recettes ordinaires diverses).
A full specification of these revenue sources for communes and departments
is contained in Appendix Table A-5.

Amounts collected from these sources for Ouagadougou and Bobo
Dioulasso are presented in Table II-12. These data come mainly from the
regional treasuries of Ouagadougou and Bobo Dioulasso, and the figures do
not always correspond with those from other sources. For the most part
these totals match those from SERPOCO. Still, figures do differ slightly
in several cases and substantially for Ouagadougou in 1980. The amounts of
direct tax revenues shown in Table II-12 are, however, quite different from
those appearing in the CENATRIN outputs for these two communes as shown in
Table II-6.

The major points of interest in Table II-12 are the lack of growth in
almost all areas of nonroll taxes between 1981 and 1983 and the greater

relative importance of direct taxes in Ouvagadougou and of charges for
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TABLE II-12

DIRECT AND INDIRECT REVENUES IN QUAGADOUGOU AND BOBO DIQULASSO

(in millions of CFAF)

Quagadougou Bobo Dioulasso

1980 1981 1982 1983 1977 1980 1981 1982 1983
Direct 201 370 33 278 58 103 146 70 55
Vehicle Registratimn b 84 121 135 133 38 52 6ua 59 59
Public Property Charges 61 103 166 104 61 107° 118°  we 11
Service Charges 14 54 49 54 12 12 15 17 2
Other 15 7 3% 2 15 - 1 16 16
Previous Years M = = D m B T M9
Total 375 676 721 592 184 299 380 309 376
SERPOCO 513 67¢ 721 592 194 285 B3 33 372

aRepcr'ted f'igures contain apparent errors which understate market fees.
bIncludes merket and parking fees which are presented Separately in Tabie II-13.

SOURCE: Tabulations from the Regional Treasuries of Ouagadougou and Bobo Dioulasso.
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public property in Bobo Dioulasso. A somewhat more revealing analysis of
these communal fees, charges, and taxes is contained in Tables II-13 and
II-14, Here the major specific items which constitute the broad categories
are shown for 1977 and 1983 with per capita figures shown both in current
and constant amounts. The items included account for over 90 percent of
the total, The amounts of indirect revenues from most sources have
increased over the period from 1977 to 1983. However, growth of communal
poulation and of prices need to be taken into account to determine real
revenues per capita. The results of doing this show a reduction of almost
50 percent in Bobo Dioulasso and of 35 percent in Ouagadougou (Table II-
13). Reductions in real per capita market fees, and bicycle and motor
vehicle charges stand out. Charges for services have more or less kept
pace. Property use and land transfer fees show considerable variation,
probably in response to policy decisions regarding communal land use rather
than to changes in services provided or in tax enforcement.

Individual Departmental Revenues

It might be argued that the utility of description of revenues by
individual departments is somewhat questionable. The former 11 departments
no longer exist, having been replaced as the second-tier administrative
unit by the 30 smaller provinces. Further, until 1983, CENATRIN produced
no printouts of individual departmental direct tax assessments and
recoveries. These circumstances do not, however, undermine the usefulness
of an analysis of departmental revenues. The new provinces retain
essentially the same revenue sources as the old departments and comprise
the same total area. Provinces are composed of parts of former departments

and the patterns of past departmental revenues can be expected to apply to



TABLE II-13

EVOLUTION OF MAJOR INDIRECT TAXES AND CHARGES
IN GUAGADOUGOI AND BOBO DIOULASSO
(in millions of CFAF)

Ouagadougou Bobo Dioulasso

Type of Revenue 1977 1982 1983 1977 1982 1983
Market fees 34.8 5G.2 38.0 36.6 71.1 60.7
Motor vehicle fees 38.8 60.0 68.7 16.3 24.6 26.8
Bicycle fees 12.7 31.0 25.6 8.4 15.1 19.8
Property use and land

transfer fees NA 73.0 3.1 20.7 61.0 35.4
Charges for services 10.8 49 1 54.0 12.2 17.3 42.4
Amusement tax 12.6 36.0 26.0 6.4 11.7 10.4
Parking fees 4.9 20.0 23.0 3.3 12.9 14,3
Fines 14.5 35.0 22.0 12.7 14,4 11.2
Total 129.1 363.3 288.3 166.6 228.1 221
Percent of all indirect

revenues 73.8% 9u.1%  92.0% 92.5¢ 95.8% 96.9%

SOURCE: Comptes de Gestion; Regional Treasuries of Ouagadougou and Bobo
Dioculasso.
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TABLE II-14

PER CAPITA MAJOR INDIRECT TAXES AND CHARGES
IN OUAGADOUGOU AND BOBO DIOULASSO

(in CFAF)
Quagadougou Bobo Dioulasso
1983 1983
1977  Current  Constant® 1977 Current  Constant®
Market fees 202 169° 105° 318 243 142
Motor veiicle fees 224 196 115 142 107 63
Bicycle fees 73 73 43 73 79 b6
Property use and transfer

fees NA 89 52 280 142 83
Charges for services 62 154 90 106 12¢ 99
Amusement tax 13 T4 43 56 42 2u
Parking fees 28 66 38 29 57 33
Fines 8- 63 37 110 45 26
Total TU6 823 481 1,014 884 516

In 197T prices; price index 1976-1980 taken from index of Final Consumption of
Publie Sector, Table 2, p. 8 of Comptes Mationaux de la Haute~Volta, 1980; index for
1983+1983 equal to implicit GDP deflator estimated by IMF.

b1982 amounts and deflators.

SOURCE:  Comptes de Gestion; Regional Treasuries of Ouagadougou and Bobo Diculasso.

€S
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the provinces. The lack of department by department detail on direct taxes
from CENATRIN for years before 1983 can be partially overcome by
aggregation of accounting units, for which data were available, into
departments.

The starting point for examination of departmental revenues is data by
department provided by SERPOCO. As with the communal data, SERPOCO
estimates do not always coincide with figures obtained from departmental
treasuries or management accounts. They remain, however, the only source
of comprehensive data on all departmental revenues. Department by
department revenues from direct tixes were constructed from CENATRIN data.
Table I1I-15 shows total revenues by department for the period from 1976 to
1983 and annual rates of change. There is considerable variation in th
level of revenues among departments, but, of course, less than among
communes where Quagadougou and Bobo Dioulasso are so much larger than any
of the others.

As mentioned, departmental revenues display extreme variation from
year to year. This pattern is even more in evidence on a department by
department basis. There often are huge variations from year to year for
the same department. For example, in Hauts-Bassin revenues grew by 162
percent in 1979 and then fell by 58 percent the next year. At the same
time, trends in some departments depart greatly from the average, as when
revenues in the Nord grew by 112 percent in 1981 when the average growth
was 32 percent,

The distribution of revenue is reasonably closely related to relative
population as is shown in Table II-16. Relative per capita revenue in

relation to various indicators of tax capacity are shown in Table II-15,
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TABLE II-15

DEPARTMENTAL REVENUES, 1976-1983

Rural
Population Pavenues
(in thousands) (in millions of CFAF)

Department 1975 1983 1976 1977 1978 1979 1980 1981 1982 1983
Centre 859 810 138 143 140 121 136 167 286 280
Centre-Est uy3 453 52 59 9 54 55 69 131 172
Centre-Nord 887 742 R 76 ol 66 79 " 197 221
Centre-Ouest 681 887 88 116 127 120 N 136 198 199
Camoe NA 186 — — - - 37 41 Th 89
Est 438 s 63 51 4y ] 3B 54 84 101
Hauts-Bassins 521 37 () 78 55 14y 61 73 124 107
Nord 6u5 519 59 69 1 55 60 17 164 9
Sahel 402 409 50 68 49 45 6 y7 114 90
Sud-Ouest 335 401 18 61 61 52 67 64 88 123
Volta Noire 674 73 8 120 93 19 8 % 161 89

Total 5,906 6,052 748 841 723 8n 750 989 1,621 1,598

Anruial Percent Crange
Average Annual
Percent Change
1976-1983

Centre 4 -2 -1y 12 23 71 -2 1
Centre~Est 13 =17 10 2 o) Y 31 L
Centre-Nord -6 -16 3 20 18 63 12 12
Centre-Quest 3P 9 -6 =24 4o 46 1 12
Camoe - - - - 1 80 20 26
Est -19 -4 2 -16 42 5 20 y
Hauts-Bassins 4 ~29 162 -58 20 70 -1 7
Nord 17 ~41 34 9 112 29 -23 16
Sahel 3% -28 -8 2 2 143 ~21 12
Sud-Cuest 27 0 =15 29 -4 33 4 9
Volta Noire I A A S - B

Average 12 -4 12 -8 32 64 - 12

CE:  SERPCCO.
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TABLE II-16

Rural
Populat.ion Revenues
(in thousands) (in millions of CFAF)
Department 1975 1983 1976 1977 1978 1979 1980 19_8_1_ 1982 1983
Total Revenue

Centre L 13 18 17 19 15 18 17 18 18
Centre~Est 8 8 7 7 7 7 7 7 8 11
Centre-iford 12 13 12 9 9 8 1 12 12 14
Centre-Oxst 15 1 12 14 18 5 12 1% 12 12
Est 7 3 8 6 6 6 5 5 5 6
Hauts-Bassins 9 k 10 9 8 18 8 7 8 7
Nord " 10 8 8 6 7 8 13 10 8
Sahel 7 T 7 8 7 6 6 5 T 6
Sud-Ouest. 6 8 6 7 8 6 9 6 5 8
Volta Noire Jo 2o Moo 1313 1m0 100 _6

Total 100 100 100 100 100 100 100 100 100 100

Direct. Revenue

Centre 13 16 9 14 16 20 18
Centre-Est 7 6 6 7 9 7 8
Centre-Nord 10 8 8 10 12 1 10
Centre~Quest 15 21 16 15 8 13 4
Camoe 5 y ] y 5 5 5
Est. 8 6 6 6 8 6 6
Hauts-Bassins 6 5 16 7 6 6 7
Nord 8 8 5 9 9 8 8
Sahel 7 7 6 5 6 5 3
Sud-Ouest. 8 7 10 8 7 6 7
Volta Noire 5 n 5 13 13 __1_2_ _12_:

Total 100 100 100 100 100 120 100

SOURCE:  SERPOCO.
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The highest revenues per capita in 1976/77 were raised in the department of
Centre and the lowest in the Nord. By 1982/83, revenues per capita were
highest in the new department of Comoe and Volta Noire had fallen to the
lowest per capita revenue. What is particularly interesting is the sméll
range of variation among departmental per capita revenues. In 1976/77 all
but two departments ranged between an index of 93 and 121 and in 1982/83

all but three between 84 and 125.

Several measures of departmental income and production are used in
Table II-17 to examine the relative tax effort among departments. Only
1975 per capita income estimates were available for a few communes, but
Several additional measures exist for departments. Comparison of indices
6f per capita revenues and incomes reveals considerable ¢.screpancies among
departments. In 1976/77 Centre and Sud-Ouest appear to have raised less
than their relative incomes would indicate, and Hauts-Bassins substantially
more. Extending these comparisons to 1982/83 presents dificulties because
the more recent measures of relative capacity concern only aéricultural
production. They do show that the departments Comoe and Hauts-Bassins with
the highest indices of agricultural production also have the highest
revenue per capita. But, beyond this the correspondence of revenues and
other measures is rather weak.

Sources of Revenue among Depmartments

Direct. vs. Indirect Revenues. Earlier in this chapter the

evolution of the distribution of departmental revenues between direct and
indirect taxes was discussed. The problem of the sudden increase in the
beverage license was a major factor in explaining the apparent increased

relative importance of direct taxation. The avsence of official published
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TABLE II-17
MEASURES OF DEPARTMENTAL REVENUE, INCOME, AND PRODUCTION

Relative Per Capita

(index«100)
Population
(in thousands) Agricultural Grain
Revenue Reverue Income  Production  Cattle Productiar

Department 1977 1983 197671977 198271983 1975 1980 1980 1981
Centre 859 870 122 122 86 97 (i) 104
Centre-Est. - 443 53 93 16 89 97 (&) s
Centre-Nard 887 T42 70 106 91 98 125 85
Centre-Ouest 681 887 m ol 81 T 50 87
Camoe NA 186 NA 165 NA 253 125 250
Est 438 g5 97 (i) 10 9% 175 9y
Hauts-Bassins 521 347 109 125 175 253 150 176
Nord 645 579 T4 % 73 54 100 53
Sahel Ty 409 109 9y 98 42 400 g2
Sud-Ouest, 35 4o 1"y 9 86 114 100 103
Volta Noire 674 713 113 66 129 147 125 118
Total 5,806 6,052
Average 537 550 135 266 12,220 11,165 A 202

: (CFaF) (CFAF) (CFAF) * (CFAF) (Head) (Tons)

SOQURCE:  Production data from Avant-Projec., IV&me Plan de Developpement Econamique~Social et
Cultural, 1983-1937.
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data on the composition of departmental revenues leaves a good deal of
uncertainty as to what has been happening. We have obtained a series of
management accounts for some departments which show total revenue and its
distribution by direct and indirect tax. 1In Appendix Table A~7 these data
are compared with total revenues from SERPOCO and direct revenues from
CENATRIN for the same departments. The amount of direct tax recoveries for
the different sources reveals similar figures for some departments (Sud-
Ouest), widely divergent ones for others (Centre), and both similar and
divergent figures, depending on the year, for others (Centre-Ouest). Here,
again, is evidence of inconsistent recording cf information needed for

fiscal planning.

Direct Taxes. Table II-Y4 indicates that direct taxes of all

departments comprised more than half of their revenue through 1980 after
which a decline in the relative share of direct taxes occurred.
Proportions of direct taxes among departments have varied over time and few
persistent trends emerge in Table I1I-18. Hauts~Bassins and Centre
historically have had a lower than average proportion of direct taxes,
probably reflecting their higher indirect tax base, although this tendency
has not been observed in the last two years for the Centre. Table II-19
presents average per capita revenue for 1982/83 separated into direct and
indirect taxes on a department by department basis. The pervasive
ineffectiveness of direct tax collection in departments is evident. Only
three departments raised as much as 100 CFAF per capita. Indirect taxes
yield about twice as much per capita in departments, and were highest in
Comoe, Hauts-Bassins, and Centre where urban centers generate economic

activity which provides the base for indirect taxes.
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TABLE II-18

DIRECT TAXES AS PERCENT OF TOTAL DEPARTMENTAL REVENUE, 1977-1983

Department 1977 1978 1979 1980 1981 1982 1983
Centre 49 56 34 48 46 bo 34
Centre-Est 58 63 50 64 65 3 23
Centre-Nord 67 61 56 63 50 34 24
Centre-Ouest 66 81 58 79 29 39 36
Comoe - - _— 57 56 i 30
Est 80 68 58 82 72 s 31
Hauts-Bassins 38 47 50 52 38 27 32
Nord 62 93 b2 75 34 28 - 33
Sahel 56 76 58 57 66 27 18
Sud-Ouest 66 59 83 55 52 43 29
Volta-Noire 63 59 60 79 66 43 21
Average 62 69 55 64 48 36 32

SOURCE: CENATRIN printouts,



Centre
Centre-~Est
Centre-Nord
Centre—Quest
Comoe

Est
Hauts-Basains
Nord

Sahel
Sud-Quest
Volta-Noire

Average

61

TABLE 1I-19
DEPARTMENTAL PER CAPITA TAXES, 1983
(in CFAF)
Average Revenue
Per Capita Indirect Direct
325 284 i
334 au7 87
281 202 79
224 140 84
438 284 153
199 123 76
333 233 100
251 173 78
250 194 56
263 168 95
115 67 108
266 176 90

SOURCE: Computed from data in Table II-15,
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Based on CENATRIN data reported in Table II-4, traditional taxes,
mainly the departmental surtax on the IFR, predominate as sources of
departmental direct taxes. The business license tax (patente) is a distant
second and other direct taxes are even less important. Here, we examine
the extent to which this general pattern of direct tax recoveries is
characteristic of individual departments. Table 1I1-20 summarizes data
obtained for selected departments from their management accounts for
various years and from CENATRIN for 1983, the first year for which
department by department data was provided. It shows differences in
estimates of the total direct tax recoveries among the sources and the
amounts of the major departmental taxes recovered. It should be noted that
comprehensive data for all departments are not available,

The surtax on the IFR, the business license tax, and the tax on
firearms yield the most direct revenue. CENATRIN data for departments for
1981-83 includes an inordinate amount of revenue for the beverage license,.
Data from the management accounts of individual departments or from
regional treasuries show no such revenues from 1982 onward when this
revenue source was assigned to the central budget. If the departmental
tax, the patente, and the tax on firearms are related to estimates of total
direct revenue f.om the management accounts rather than from CENATRIN, they
account for virtually all departmental revenve in the five departments for
which detailed tax recovery information was obtained.

Indirect Tax Recoveries in Departments. As mentioned above, there is

a smaller base for indirect revenues in departments than in communes. For
1982/83 the average per capita indirect department tax recovery was 182

CFAF or about US$.50. The specific sources of these departmental indirect



DIRECT TAXES OF SELECTED NDEPARTMENTS BY
DATA SOURCES AND MAIN TAXES
(in millions of CFAF)

Total Direct Taxes by Source
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TABLE II-20

Amounts of Main
Direct Taxes

Department/ Regional Management
Year Treasury  CENATRIN Accounts
Centre
1978 e 75 84
1979 - 36 61
1980 59 82
1981 - 75 107
Centre—Quest
1980 — 68 T4
1981 e 39 83
1982 -~ 73 78
19832 - 68 NA
Hauts-Bassins
1980 NA 32 27
1981 34 25 35
- 1982 40 27 37
1983 NA - 4o
19832 NA 32 —
Sahel
1981 .- 29 2
1983% - 15 1A
Sud-Ouest
1979 - 4o 4o
1980 -~ 36 36
1981 — 32 39
1982 - 38 38
19BBa ~ - 36
- 1983 - 38 —
Volta-Noire
1981 - 57 65

SCENATRIN data,

SOURCE: Data from Regional Treasury of Hauts-Bassins,

Gestions, and CENATRIN.

5T
3
31
6l

59
67

51

18
22
23
22
19

23
10

30
26
28

28
25

b5

Armes

Patente

‘NA NA
NA NA
NA NA
28 ]

8.2 2.6
9.3 2.0
741 1.8
8.2 2.1
3.9 3.7
4.8 6.1
7.8 4,1
6.2 4,5
6.2 4,5
4.8 2.3
L'o‘ .2
5.0 u.o
4.4 4,4
5.4 4.3
4,7 3.6
4.0 3.4
4.6 3.4
8.7 7.8

Selected Comptes de
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taxes are shown in Appendix Table AnS. There are, however, no
comprehensive data sources which show recoveries by specific tax, fee, or
charge. Here, again, a selection of management accounts and records of
regional treasuries is all that is available. Table II1-21 presents the
data we were able to acquire. It shows that vehicle taxes are the major

regular source of departmental indirect tax revenues and service charges

the second most important. However, other and extraordinary revenues are
extremely volatile and occasionally dominate even vehicle receipts.

Further information on these indirect revenues is presented in Table
II-22. Here, the components of vehicle receipts and of service fees are
spelled out. Bicycle fees emerge as both more important and more volatile
than motor fees. This suggests that the task of collecting small fees from
the many bicycle owners requires constant and substantial enforcement
efforts. Service fees are primarily for registration stamps to accompany
official papers or correspondence. Here again the amounts raised represent
many sales of small amounts, Department.al market fees seem particularly
feeble and also appear highly variable. This situation also reflects
difficulties of collection, enforcement and also the failure to increase
charges with inflation. The next chapter treats these and other aspects of

tax recoveries in considerable detail,

Summarx

This chapter has presented a great deal of data on revenues from
taxes, fees, and charges. The next chapter describes their administration
and, in so doing, presents additional data on tax recoveries over time. At
this point a useful way to summarize the information on so many disparate

sources of revenue is to look at their responsiveness to changes in Gross
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TABLE II-21

OF SELECTED DEPARTMENTS

Indirect and Charges

Department/ Total Revenue Previous Public
Year (in millions of CFAF) Direct Years  Vehicles Services Property Other Tot:

Centre

1980 109 by 3 26 2 0 0 10C

1981 138 57 3 21 15 y 0 10C
Centre~Nord

1978 69 68 3 16 13 0 0 10

1979 129 69 L] 11 6 0 0 10C
Centre-Quest

1980 9 (6] 0 12 1 1 1 106

1981 109 76 0 10 12 1 1 100

1982 15 7° 0 10 F 1 1 100
Est

1978 2 62 29 3 5 0 1 100

1979 )] 54 34 6 6 0 0 100

1980 37 53] 2 6 7 0 0 100

1981 50 80 6 7 7 0 0 100
Hauts~Bassins

1980 ] 76 0 12 8 4y 0 100

1981 83 53b 1 19 7 2 8 10

1982 9 uub 3 24 7 2 20 100

1983 76 53 y 26 7 1 9 100
Sahel

1981 6 70 4 9 17 0 0 100
Sud-Ouest

1979 58 T4 5 10 10 0 1 100

1980 54 70 y n 13 0 2 100

1981 64 63 8 12 12 0 0 100

1982 55 71 1 1 1" 0 6 100

1983 53 78° 2 10 10 0 0 1
Volta-Noire

1978 N 73 y " 12 0 0 100

1979 9% 67 6 L] 13 0 0 100

1980 83 70 4 15 n 0 0 100

aIncludes other indirect plus extraordinary.
bIncludes IFR returned to Department.,

SOURCE: Regional Treasuries and Carptes de Gestion,
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TABLE II-22

PERCENT DISTRIBUTION OF MAJUR SOURCES OF
INDIREC™ TAXES AND CHARGES OF
SELECTED DEPARTMENTS

Total Indirect Taxes Vehicles Services
Department/ and Charges
Year (in millions of CFAF) Motor Bicycle Stamps Markets Parking Other Total

Centre

1981 81 30 20 ] W 0 32 100
Centre-Ouest,

1980 5 - 48 24 16 0 12 100

1981 26 - b2 31 15 0 12 100

1982 27 - Iy 37 7 0 15 100
Est

1980 5 17 15 18 18 9 23 100

1981 7 3 47 20 9 7 L 100
Hauts-Bassins

1981 28 18 39 il 2 3 24 100

1982 58 12 29 5 2 2 50 100

1983 3% 22 3 3 3 0 39 100
Sud-Ouest

1978 15 13 27 13 13 0 3 100

1980 16 6 31 5 13 0 25 100

1981 20 10 30 20 10 0 30 100

1982 16 6 31 19 13 0 31 100

1983 12 8 33 17 17 0 25 100

SOURCE: Regional Treasuries and Camptes de Gestion.
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Domestic Product. While responsiveness to growth in GDP is only one

desirable attribute of a tax it is easily measured and is a standard

statistic applied to taxation.

Table 1I-23 presents GDP revenue elasticities for most taxes and other
revenue sources. The elasticities are measured as ratios of compound
annual percent of changes of taxes and of GDP for the period 1977 to 1982
or 1983. The results show recoveries from local business and property
taxes to be as responsive to increases in GDP as are recoveries from the
withheld wage and salary tax. But low responsiveness of other local direct
taxes reduces the overall elasticity of direct local taxes to .68 in
comparison with an elasticity of central direct taxes of 1.06. Local fees
and charges of departments were responsive to growth of GDP but those for
communes, essentially Ouagadougou and Bobo Dioulasso, lagged far behind.
Central indirect taxes on domestic activities had an elasticity of 1.34 but

taxes on international trade grew at only 61 percent of GDP growth,



TABLE II-23

GROSS DOMESTIC PRODUCT (GDP) ELASTICITIES OF
SELECTED REVENUE SOURCES

Compound Average

Annual Change
(in percent)
Gross
Domestic
Revenue Source Period Revenue Product Elasticity
Central Direct 1977+1982 15.1 14.3 1.06
Wage and Salary (IUTS) 1977+1983 19.9 12.6 1.58
Interest and Dividends (IRWM) 1977-1983 35.8 12.6 2.84
Apprenticeship (TPA) 1977+1983 13.3 12.6 1.06
Business Profits (BIC) 1977-1982 10.5 14.3 o713
Non-commercial (BNC) 1977-1982 2.4 14,3 A7
Rental Income (IRI) 1977-1982 54,4 14.3 3.8
Standard Tax (IFR) ’
(from rural areas) 1977-1982 - 1.0 14.3 - 07
Local Direct 19771982 9.8 14.3 .68
Business
Patente (Commune) 1977-1982 23.1 14,3 1.62
Patente (Department) 1977-1982 13.2 14.3 .92
License (Departnent) 1977+1982  169.1 14,3 11.83%
License (Commune) 1977-1982 24,2 14.3 -1.69
Property
(CMOB, TVLH, TVLP, M40
Total (Comuune) 1977-1982 23.7 14,3 1.66
Total (Department) 1977-+1982 20.1 14.3 1.4
Traditional
Standard (IFR) (Commune) 1977-1982 8.3 14.3 58
Surtux (CA) (Commune) 1977-1982 18.0 14.3 1.26
Departmental Tax (ID) 1977-1982 -~ 8.0 14.3 56
Armes (Department) 1977-+1982 2.4 14.3 AT
Central Indirect 1977+1982 10.6 14.3 T4
Domestic Activities 1977+1982 19.1 14.3 1.34
Turnover (TCA) 1977+1983 16.8 12.6 1.33
Property Registration and
Capital Gains 19771983 8.8 12.6 .70
local Beverages 1977-1983 14.4 12.6 1.14
Service Charges 1977-+1983 20.1 12.6 1.60
Beverage Licanses 1977+1983 21.4 12.6 1.70
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CHAPTER III

REVENUE ADMINISTRATION

Introduction

Arrangements for obtaining public revenues vary by type of revenue,
the level of government which receives the revenue, and the general
administrative and orgsnizational structure of government. In Burkina, as
in other countries whose administrative arrangements are derived from
French traditions, tax administration has two distinguishing features: the
dominant role of the central government in the administration of revenues

which accrue to local as well as central authorities and the strict

separation of tax assessment from tax collection.

In describing the assessment1 and collection of public revenues in
Burkina it is essential to sepsi'ate revenues into five types: (1) customs
duties; (2) direct taxes for which s "roll" of specific, named taxpayers is
maintained (e.g., business and personal income tax); (3) direct taxes for
which there is only a general or numerical roll (e.g., the standard tax in
rural areas); (4) domestic indirect taxes accruing to the central
government (e.g., turnover ta«); and (5) fees and charges of local
authorities (e.g., market fees, vehicle registrations). Each of these five

has distinctive assessment and collection procedures which crucially affect

1In tax administration the term '"assessment" is used in at least two
senses, In one it signifies acquiring all the information about a
particular taxpayer necessary to determine the tax liability. In another,
it indicates establishing the amount against which the tax rate is applied,
or the actual amount of tax liability.
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the key elements of tax administration: identification of potential
taxpayers, correct assessment of tax liabilities, and collection of taxes
due.

Before examining the administrative arrangements for each of these
types of revenue in detail, it is useful to take a broad overview of tax
administration in Burkina. Customs duties, as in most countries, are
assessed at the border by agents of the Customs Service (Service des
Douanes). Tax statements are prepared at the port of entry or exit and
sent to importers or exporters who must then remit amounts owed to the
local treasury. All direct taxes, except for the lowest category of the
standard tax (IFR) and the livestock tax (TBET) in rural areas, are
assessed by agents of the Tax Service (Service des Impt), although the tax
agents have only a3 minor role in assessing those direct taxes withheld at
the source. The individual taxpayer is not responsible for filing a return
which specifies taxes due. Instead, tax liability is calculated either ty
the tax agent or by computer at CENATRIN. However, enterprises liable for
the business and commercial profits tax (BIC) and for the turnover tac
(TCA) regularly submit declarations specifying information relevant to the
estimation of tax liabilit:y.2 Tax forms containing information relevant to
other direct taxes owed by a particular household or other taxpaying unit
are prepared by the tax agents on the basis of an annual census or upon

identification of non-censused taxpayers. The forms are processed by

2Ent:er*pr‘ises which do not keep accounting records are assessed for the BIC
and TCA by a "forfeit" method and do not submit tax declarations. Tax
agents handle all aspects of their tax assessments.
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computer at CENATRIN where for censused taxpayers the actual tax liability
is calculated and bills prepared and sent to local treasury offices for
collection. Except for taxes withheld, direct taxes are paid in person at
the local treasury.

As regards domestic indirect taxes, the taxpayer is responsible for
providing relevant information to the tax service and for sending regular
monthly or quarterly tax payments to the receiver of indirect taxes. Tax
agents identify those liable for indirect taxes and provide assistance in
estimating taxes due. CENATRIN does not prepare tax bills for domestic

indirect taxes.

The numerical tax roll for direct taxes levied on peasant farmers is
organized by family head and specifies the numbers of taxpayers and
livestock subject to tax. The relevant direct taxes here are traditional
ones on persons and livestock which until 1983 were collected by the
village chief for the entire village. Under the new government this
function has been transferred from the village chief to a locally elected
village delegate. Responsibility for establishing and maintaining these
rolls lies with local territorial administrative officials rather than with
agents of the Tax Service. These officials or their designates received
the taxes collected in the village and convey the proceeds to the local
treasury. Future arrangements here are unclear due to the suspension of
the personal tax on peasant farmers in 1984 and the new system of
territorial organization.

Finally, the administration of local fees and charges varies depending

on the nature of the activity. Some, such as those for stamps for official
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documents or vehicle licenses, are paid at the public office where the
service is provided. Others, such as fees for market stalls, are paid to
collectors hired by the local authority who are required to give receipts,
and to deposit payments with the local treasury.

There are limited arrangements for auditing and enforcement, The
central tax department has inspectors who review the assessments of the tax
agents and the Brigade of Verification and Pursuit reviews tax declarations
made by those subject to this procedure and examines complaints of
taxpayers who dispute their tax assessments. Failure to pay a tax
obligation legally subjects the taxpayer to a series of warnings and
penalties, and even confiscation of assets., Officially, enforcement of
these sanctions involves the Brigade of Verification and Pursuit as well as
other agents of the tax service and the treasury. In practice, however,
hardly any enforcement activity is undertaken.

Organization of Revenue Administration

The Ministry of Finance is the responsible ministry for central
government administration related to public revenues. Among its major
branches are those related to the imposition and collection of revenues,
the Customs Service, the General Tax Division, and the Public Treasury and
Accounting Division. The Customs Service, which deals with taxes on
international trade, is not of particular interest in this study. The
General Tax Division is the agency which is engaged in the assessment of
domestic direct and indirect taxes and the Public Treasury and Accounting
Division is the unit which collects the revenues and which maintains

records on tax recoveries and budgetary expenditures.
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Tax Imposition. The organization of the General Tax Division shown

in the left portion of Figure III-1 indicates the basic structure of the
division. It is headed by a general directorate. The division has a
number of central services., Several of these, such as the Personnel and
Documentation Service and the Bureau of External Relations, deal with
divisional management. . Among the central services is the Bureau of
Informational Relations (BLI) which includes in its mission the
verification of tax forms submitted by tax agents in the field and their
transmission to CENATRIN for computer preparation of tax bills. Another
central service unit is the Bureau of Legislation and Claims (BLC) which

reviews the tax laws and evaluates possible modification.

In addition to these central services are the external field services.
These external services consist of fiscal divisions situated at key
locations throughout the country. Under the former administrative
structure there was a fiscal division in the administrative center of each
department. At present the 1locale of the fiscal divisions remains
unchanged. Ideally, each fisca! division would have a Verification and
Pursuit Brigade attached to it to review and verify tax assessments and to
assist in tax enforcement. Only two such brigades have been in operatiod,
one in Ouagadougou and one in Bobo Dioulasso. The fiscal division is
headed by an inspector and is staffed by several agents whose task is to
identify those subject to certain taxes within their region and to assess
these taxes.

Another compohent of the Ministry of Finance, the Property Division
(Service de Domaine) has charge of registration of contracts and imposes

and receives the registration and stamp fees associated with this function.
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Tax Recovery. Recovery or collection of most public revenues is

administered by the General Treasury of the Ministry of Finance. The
General Treasury maintains regional offices in the major towns and
administrative centers, The number of regional treasuries has grown over
time so that by 1984 there was a regional branch in 10 of the 11
departmental administrative seats. Each departmental treasury has a number
of local treasury units (perceptions) attached to it. The locsal
treasuries, of which there are approximately 60 dispersed throughout the
country, are generally situated in the administrative seat of the former
sub-prefectures. Communes may establish municipal treasuries (recettes
municipales) but at the present time only one, in Ouagadougou, is fully
operational. In the absence of a municipal treasury,responsibility for
communal tax recovery is assumed by the regional treasury.

Regional and local treasuries receive and record direct tax payinents
and receipts from the various fees and charges for national, departmental
and communal budgets. Central indirect taxes, however, are paid % one of
four receivers of indirect taxes (Receveur des droits et taxes indirect)
which are units of the Tax Division and then transferred to the treasury.
There is only one receiver of the registration and stamp f:es (Receveur de
1'enrigistrement et du timbre) attached to the Property Division, located
in OQuagadougou.

In addition to their tax collection functions, the treasury branches
also monitor and make payments for authorized expenditures, maintain
records of revenues aad expenditures of the departments and communes and

pay the salaries of local administration employees. Treasury personnel
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also collaborate with agents of territorial administration in the
preparation of budget documents. Local treasuries may serve as post
offices in communities with no regular post service.

The regional and local treasuries assume a basically passive role in
the collection of public revenues. Payments are received at the treasury
office but are rarely actively pursued by treasury agents. This is due in
large degree to the multiplicity of functions performed with inadequate
material and manpower resources. The regional treasury is headed by a
senior civil servant and staffed by a number of modestly trained
bookkeepers, tellers and clerical workers, In the case of the regional
treasury in Bobo Dioulasso, there is only one A level civil servant (the
treasurer) to administer a service which is responsible ror the second
largest cit:r in the country and a region which until recently included
three departments (Hauts-Bassins, Sud-Ouest and Como) covering the most
economically advantaged areas of the country. The local treasury unit is
staffed by a trained treasury agent (Qercegteur’) who may have an assistant,
The local collector is not provided Qith a vehicle, Since the collector is
usually unassisted at his post, he would be required to close the office if
he were to attempt to pursue recalcitrant or tardy taxpayers,

Many fees and cnarges in the departments and communes are received by
ambulatory collectors who receive a fixed percentage (3 to 10 percent,
depending on the fee) of collections as compensations, Receipts are
deposited with either the municipal or regional treasury.

Resources of the Tax Department

As described above the central tax division (DGI) has considerable

responsibilities related to domestic taxation. These include (1)
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conducting an annual tax census, (2) assessment of many taxes and filling
out tax forms for individual taxpaying units (IFR; ID; patente; CM;
centimes additionel; TVLP; TVLH; mainmorte; voirie; balayage), (3)
assessing and estimating the tax liability for those using the forfait
system for the BIC and TCA, (4) checking the information provided on tax
declarations filed by those paying by the "real system" for the BIC, BNC,
and TCA, (5) checking on the information provided by those withholding for
the IUTS and the IRI; (6) collecting domestic indirect taxes, (7) hearing
and deciding on appeals of those who dispute their tax liability; (8)
pursuing and dealing with those who do not pay their direct tax
liabilities.

To accomplish all these tasks the tax department received budget
allocations of some 190 million CFAF per year in 1982 and 1983, This
allowed for the employment of about 250 employees (Table III-1). Beyond
this small staff, the nonpersonnel budget amounted to only 15 million CFAF,
of which 11,8 was allocated to printing, central administration materials
and supplies and fiscal stamps. This left 3.2 million CFAF for field
operations which was devoted entirely to gasoline and vehicle repair,
Except for Ouagadougou, the materials and supplies budgets of the
individual fiscal divisions, including allocations for gasoline and repair,
ranged from 250 to 400 thcousand CFAF per year.

Rough calculations show that for the country as a whole spending for
direct tax assessment and enforcement is about 28 CFAF per person. While

this excludes the costs of collection, it is still a strikingly low figure.
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TABLE III~

CENTRAL BUDGET RESOURCES AND EXPENDITURES FOR THE TAX SERVICE
(in millions cf CFAF)

Expenditure 1981 1982 1983
Persannel 115 176 174
Material, Supplies and

Equi pment 13 13 15
Total 130 19 189

1983 Detajled Expenditures

Bureau of Verification
Fiscal Division and Pursuit
Total Hauts-Bassins Hauts-Bassins

Personnel Number  Expenditure  Number Expenditure  Number Expenditure

Grade A 37 2
Grade B 48 2
Grade C-D 10U 16

%

Total Personnel 248 174 20 54.5 1 8

Temporary 59

Material, Supplies and Equiment

Printing Y
General Administration y,
Fiscal Stamps 2
Maintenance .
Other .
Operational Fiscal Division

Total Material, Supplies
and Equipment 15 A NA

Per Capita Expenditures 28 CFAF 90 CFAF

a’I’emporar'y local agents.

SOURCE: Direction GCenerale des Impdts.
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The tax service in Hauts-Bassins consists of the local fiscal division
and one of the two regional Verification and Pursuit Brigades. The brigade
has seven regular staff members, four other agents and a yearly allocation
of 225 litres of gasoline to cover the western region of Burkina, an area
of close to 100,000 square kilometers., The local fiscal division,
responsible for the region covered by the former department of Hauts-
Bagsins, including the Commune of Bobo Dioulasso, has 20 regular agents to
cover an area of 43,000 square kilometers and a population o 600,000, The
tax service also employs 95 temporary agents, but these are locally hired
part-time employees who mainly help with the tax census. The average per
capita expenditure for the tax service in Hauts-Bassins, at about 90 CFAF,
is roughly three times the national average, reflecting the high level of
taxable activity in this area.

An idea of the demands on the tax agents' time can be gleaned from the
fact that in che Commune of Bobo Dioulasso above, according to the communal
budget, there are an extimated 4,167 taxpayers liable for the patente and
30,000 for the standard tax. Many of those liable for the patente also
should pay the BIC. If to this is added those residing throughout the
department liable for the patente and those liable for local property taxes
in both the commune and the department, one gets an idea of the enormous

task assigned to the small resources of the tax service.3 Assessment of

3Estimates provided by the Tax Division, admitted to be incomplete,
indicate that there are 13,000 known taxpayers liable for the BIC, of whom
over 11,700 pay by the forfait method. Another source indicates that only
900 taxpayers in Bobo Dioulasso were liable for the BIC in 1985, a figure

which seems too low.
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these taxes requires information cn numbers of adults in the household and
the annual rental value of residential and business premises.
Comprehensive updating of tax rolls is obviously beyond the capacity

provided by available resources.

The situation in the Department of the East is at least equally
difficult, Before 1980 there was only a single chief agent and two
volunteers in the local fiscal division. After 1980, eight trainees were
assigned. The area to be covered encompasses 50,000 square kilometers and
itz population is approximately 450,000, The fiscal division was provided
with one vehicle, a light weight pickup, to travel to the other major towns
in the department. Due to the almost nonexistent road infrastricture, a
Lrip to Bogand (presently the seat of the Province of Gnagna) which is
only 130 Km (80 miles) from Fada, required a minimum of four hours of
arduous road time. The departmental budget estimated 1,335 taxpayers
subject to the patente in the department. These plus taxpayers in the
commune of Fada N'Gourma are Supposed to be annually censused and assessed
by the tax agents.

Given these work assignments perhaps it is not surprising to find that
virtually no records are kept by the local fiscal divisions of their tax
assessing and related activities. One does not find data tabulated for
such information as the number of units censused per year; regular tax
forms (FIM) transmitted to CENATRIN by type of form; tax forms filled out
for payment in anticipation (FDC); and tax declarations for TCA and BIC
reviewed. Information of this sort surely would help in evaluating the
functioning of the fiscal division and testing the effectiveness of

alternative arrangements.



83

It should be noted that information on assessed tax liabilities cannot
be obtained from the fiscal division. For the most part, the actual tax

liability is computed by CENATRIN and the result is not even transmitted to

the fiscal division.

An Overview of Tax Administration

Customs Duties. Taxes on foreign trade, both imports and exports,

are administered by the Customs Service (Service des Douanes). Strictly
speaking, customs duties in Burkina also include taxes on those imported
consumption items generally classified as consumption excise taxes in
official reports of the Ministry of Finance. Taxes on these items, mainly
tobacco, petroleum products and imported beverages, are assessed by customs
agents and paid at the border, along with other taxes on imports. Customs
policy and administration are vital not only to the revenues of Burkina but
to its entire economic well being. Important as these matters are,

however, they lie outside the scope of this study.

Direct Taxes: Central Budget. The GOB imposes a number of what

are termed direct taxes (impts directs). The %ax code of Burkina

classifies direct taxes as those based on either a "nominative roll" or
itemization of specified, named taxpayers, or a numerical roll for villages
which sums the tax obligations of their residents. These taxes, then,
might be more properly termed "roll" taxes instead of direct taxes. Agents
of the tax service are mainly engaged in the preparation of the nominative
rolls, the related taxpayer forms, and, under certain circumstances, the

actual tax bills.
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As mentioned in Chapter II, direct taxes amount to about 20 percent of
total central government revenues and about 40 percent of local authority
revenues. However, because of its far greater revenue, the center receives
about 90 percent of all direct taxes. The major source of central direct
taxes is the tax on wages and salaries (Impt Unique sur Traitements et
Salaires; IUTS) which produces approximately half of all direct tax
revenues. Administration of this tax is relatively straightforward since
it is withheld at the source. Individual employers prepare and submit a
single tax bill declaration which includes all of their employees and are
responsible for forwarding monthly payments to the appropriate regional
treasury. Payments for the Apprenticeship Tax (TPA) are handled in a
similar manner. Despite withholding at the source for the tax on wages and
salaries and the TPA, the tax agents do include pertinent information for
these taxes on the tax for..s they fill out during the tax census. Neither
the IUTS nor the TPA, however, appears on the tax bill issued for taxpaying
units by CENATRIN. A potential difficulty is ensuring that all employers
withhold and transmit withholdings for all employees to the regional
treasury. The same problem may arise for the tax on income from interest,
dividends and other financial securities (IRVM) which also is withheld at

the source,

After the IUTS, the other large direct tax revenue producer is the tax
on business profits (BIC), which accounts for over 20 percent of direct
taxes. Here, as with the tax on noncommercial profits (BNC), the tax
agents determine the tax base and the actusl amount of tax liability.

Businesses with gross sales above 15 million CFAF (about US$37,500) must
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provide accounting information to the regional office of the fiscal
division of the tax service, Tax agents trained in assessing the BIC use
this information to estimate the tax base, fill out the tax forms, and send
them to CENATRIN for the preparation of tax bills. Bills are then sent to
the regional treasury, which distributes them to these large businesses.
If the business objects to the amount of its tax liability it can request
verification of the calculation of the tax from the Brigade of Verification
and Pursuit. There are, however, only two offices of this bureau located
in Quagadougou and Bobo Dioulasso.

Businesses subject to the BIC but with turnover of 1less than 15
million CFAF may choose to pay by a forfeit method of tax determination
based on observable business characteristics, The rationale for this
arrangement 1is that small businesses generally do not keep accounts and,
therefore, would not be able to provide the requisite information for a
determination of liability based on accounting records. In these cases,
tax agents must visit the individual business and determine the relevant

characteristics for the "forfeit" based estimate of tax liability.

Comprehensive information was not available on the amounts of tax
recoveries received from the "real" method of assessment i: comparison with
the "forfeit" method for the BIC. Fragmentary evidence for 1983 indicates
that in Ouagadougou of a reported 5,249 payers of the BIC 4,116, or
78 percent, paid according to the forfeit regime while in Bobo Dioulasso
the comparable figures were 862 out of 945, or 91 percent, Of course,
since large firms pay by the "real" regime, the proportion of revenues

generated exceeds the proportion of taxpayers who pay Ly this method. The
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high share using the forfeit method indicates the small size of the typical
Burkinabe business establishment, and that much of the "modern" sector is
still unable to keep accounting records. Some portion of this apparent
iack of business accounts, however, may be attributable to a lower tax
liability resulting from application of the forfeit method instead of the
real. Studies should be undertaken to establish whether the
characteristics taken into account for the forfeit regime need modification
and whether a more precise, higher yielding formula needs to be
established for the forfeit regime which would serve as an inducement for

modern record keeping.

Direct Taxes: Local Budgets. The remaining "nominative roll"

taxes accrue to the budgets of local authorities, These taxes, already
described in detail in Chapter II, vary somewhat between commune and
province (department). Both types of local authorities receive the
proceeds of the business license tax (Eatente), property taxes on the

rental value of domiciles (contribution mobili
re and its surtax the TVLH),

on professional premises (TVLP), and on corporate premises (mainmorte), and
the tax on firearms. Communes 3lso receive the proceeds of the standard
personal tax (IFR), the livestock tax (TBET), a local public works tax
(taxe de voirie), a street cleaning tax (balayage), and a surtax of up to

15 percent on the sum of the patente, the IFR, and the contribution mobilij-

re, called centimes additionel (see Appendix Tahle A-5 for a full

description of these taxes), Nominally, receipts from the IFR collected
outside communes accrue to the central budget, but since 1982 the proceeds

are supposed to be returned to the rural authority as an investment
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subsidy, provided an acceptable plan for their use has been submitted by
the authority. Rural authorities do, however, receive the proceeds of a 60
percent surtax on the IFR, formerly called the departmental tax (impt
departemental),

There are essential differences in tax administration between communes
and rural areas, due mainly to the scarcity of taxable bases outside
communes and the lack of resources of the Tax Service to travel outside of
communes . In communes tax agencts are supposed to conduct an annual tax
census in which they return to all previously identified tax-paying units
for updated information relevant to direct taxes attributable to either the
national or communal budget. During this census, which takes place from
October through January, new taxpayers are identified by inquiring about
those living in various residences, or working in shops or other places of
business. Relevant tax information is obtained for any new taxpaying units
S0 identified.

After the census is completed, the tax agents enter the appropriate
information on tax forms to be sent to the Tax Service's information
coordination unit BLI (Bureau de Liaison Informatique) which, after
checking, sends them to CENATRIN. A copy of the form used in this census
is included in the Appendix as Exhibit 1. The information on the tax forms
is entered into the CENATRIN computer and, using programmed formulae,
CENATRIN determines the actusl tax liabilities for each taxpaying unit.
The amount owed for each tax for which a taxpaying unit is liable is shown
on an individual tax bill (avertissement) which CENATRIN prepares. Two

copies of these bills, along with a copy of a roll showing all taxpaying



88

unit;s and the amounts owed for each tax, are sent to the office of the
regional treasury, which is responsible for the collection of direct taxes.
Tax bills and rolls are scheduled to be delivered to the regional
treasuries in June. Once received by the local treasury the tax bills are
distributed to the communal taxpayers. There is no precisely stated
process for this distribution., Where possible, they are delivered to post
box addresses, and tax bills for employees are taken to the larger
establishments and government offices for distribution. Those who do not
receive their bills in these ways are supposed to pick them up at the
treasury office, The taxpayer has responsibility for appearing at the
regional t- :asury to discharge the obligation and to receive a receipt for
payment (quittance). The regional treasury enters this payment in its
books and, on a month-to-month basis, sends a record of tax receipts to
CENATRIN to record the payments and update its computer accounts. By this
means, in principle, an accurate account of amounts received from direct
taxes on a tax-by-tax basis is maintained.

The key point here is that, although the direct taxes which accrue to
the budgets of local authorities amount to only about 10 percent of all
direct taxes, their assessment takes far more than proportionate amounts of
the time and resources of the field staff of the Tax Service. The
departmental IFR as a numerical roll tax assessed and collected by agents
of territorial administration imposes little burden on local agents of the
Tax Service; however, the communal IFR does make heavy demands on tax
agents. The other local direct taxes, such as the pat.ente and the rental

value taxes, are imposed on large numbers of small taxpayers whose tax
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assessments are not based on easily determined and objectively measured
earnings or profits. These levies, therefore, require an inordinate amount

of the time of individual agents.

Direct Taxes: Rural Areas. In rural areas, formal procedures for

administering direct taxes levied according to nominative rolls are no
different from those employed in communal areas. There are, however, some
taxes levied in communes, such as taxes for street maintenance and
sanitation, which are not suited to rural areas. An important practical
difference is that in rural areas tax agents find it virtually impossible
to conduct an annual tax census and the local treasuries have great
difficulty in delivering tax bills or in enforcing collection.
Jurisdictions tend to be quite large and include numerous widely dispersed
and frequently inaccessible small and medium size villages. These
difficulties are compounded by the limited numbers of tax agents and the
almost nonexistent resources for field travel. As a consequence the local
treasury agent may perform some of the tasks assigned to the tax agents
such as assessing the lower categories of the patente and IFR when small
merchants appear for needed tax certificates.

The introductory section of this chapter distinguished between tax
administration of nominative and numerical rolls. The major distinction is
related more to the personnel involved than to the procedures applied,
Numerical rolls and corresponding revenues tend to be handled by
administrative rather than fiscsl personnel. Tax rolls are established by
agents of territorial administration in collaboration with canton

secretaries. The village chief functions as a collection agent in a manner
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similar to that of the employer for the IUTS. The difficulty faced by
taxpayers living in small and often remote villages in reaching a local
office of the treasury made it efficient for a locally stationed agent of
territorial administration (formerly the canton secretary) to assist the
chief in collecting the taxes and to deposit them at the local treasury.
With the elimination of the lowest category of the standard tax, numerical

rolls have lost their primary assessment function.

Domestic Indirect Taxes: Central Budget, Domestic indirect taxes

of the central budget consist mainly of the turnover tax (TCA), plus small-
yield taxes on the production and sale of beverages. The turnover tax,
which yielded about 5 billion CFAF in 1983, provides about 10 percent of
total central tax revenues and 15 percent of all indirect taxes, including
import and export taxes. The other domestic central indirect taxes yield
approximately one billion CFAF.

The tax agent's role in assessment and determination of tax
liabilities for indirect taxes, while somewhat less than for direct taxes,
is still considerable. One feature which distinguishes indirect from
direct tax assessment is that the agents of the central tax service deal
only with the indirect taxes assigned to the central budget. Local agents
are hired to assess and collect the indirect taxes, fees and cnarges of the
communes and rural authorities., Another distinguishing feature is that no
formal tax bills are prepared by tax agents for indirect taxes. Instead,
the taxpayer is required to submit regular declarations of transactions
relevant to the indirect tax and an estimate of the taxes owed to the local

fiscal division and to remit the amount of taxes owed to the receiver of
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indirect taxes. These declarations and payments are due monthly for large
taxpayers and quarterly if the amounts are small. The tax agent identifies
new taxpayers in the tax census, and helps those who need assistance in
computing their tax liability.

The turnover tax (TCA), like the business income tax, can be paid on a
forfeit basis by firms below a minimum size (sales of less than 15 million
CFAF per year). Assessment and setting of tax liability for these firms
particularly require assistance from the tax agents.

While the ultimate goal is t¢ have a receiver of indirect taxes at
each fiscal division, at present there are only three such offices in all
of Burkina, the main receiver in Ouagadougou and branches in Ouagadougou
and Koudougou. Consequently, the monthly or quarterly payment for many
taxpayers must be paid by money order or by check, which is forwarded from
the receiver to the general treasury, Apart from the usual problems of
identification, assessmant and recovery, an additional difficulty arises
here because there often is an inordinate delay in the forwarding of checks
to the treasury. As 3 result the balance in the taxpayer's account
frequently is no longer adequate to meet the tax obligation by the time the
check is deposited. A remedy here would be for the receiver of indirect
taxes to deposit checks immediately upon their receipt in the local bank or

post office which would then credit the account of the national treasury.

Indirect Taxes: Local Budgets. We come now to the fifth and final

revenue category, the indirect taxes, fees and charges of communal and
rural administrative authorities. A comprehensive itemization of them is

contained in the appendix. The discussion of Chapter II revealed that the
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main sources of these revenues were vehicle licenses, market fees, and
local fiscal stamps. Administrative procedures for recovery of these local
revenues are relatively informal and vary from place to place. Ouagadougou
and Bobo Dioulasss have more developed arrangements for obtaining their
revenues than other communes. Some local taxes and charges, such as fees
for market stalls and parking or for slaughtering and use of the facilities
of the slaughterhouse, are collected by those who render the service or
monitor it, Others, such as those for vehicle licenses, are paid in
advance to the appropriate local treasury office or to designated tax
collectors and the service is provided upon presentation of the payment
receipt., Fiscal stamps are purchased directly from the local treasury by
those needing them.

In the larger communes, these revenues may be deposited in the
municipal treasury. In smaller communes and in rural areas the local
representative of the national treasury also performs this function.

Otner Central Domestic Taxes and Fees. In addition to the five

types of tax administrative procedures just described, two further
arrangements for obtaining revenues can be described. One concerns the tax
stamps of the central government 4 which must be attached to various types
of legal contracts and documents, The other involves the small but not
insignificant charges made for special services in areas such as health and

education.

y . ,
These are different from the local fiscal stamps mentioned above, which
have to be included on sucn local documents as birth certificates and
identity cards.
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Amounts raised from tax stamps, registrations, and the tax on
insurance are not trivial, at about one billion CFAF per year. Tax stamps
are purchased from the local treasury, which have purchased them from the
national treasury, and attached as required to the various legal documents.
Some documents, such as those registering a new corporation, require an
amount of stamps proportional to the amount of capital or value; other
documents require amounts valued in relation to the size of the document.

The charges for special government services are set by central
duthorities and collected by those operating the service. The amounts
raised from thesc charges between 1980 and 1983 ranged from 241 to 474
million CFAF.

Operational Aspects of Direct Tax Administration

As described, the structures and procedures for direct tax
administration in Burkina Faso provide methods for identifying taxpayers,
assessing them, determining tax liabilities, and collecting revenues.
There are requirements for reporting information on the magnitudes of
assessments and collections. Mechanisms for tax enforcement clearly are
weak and further exacerbate problems created by the absence of a tradition
of tax compliance. In addition, however, there are further serious
problems which interfere with comprehensive tax recovery and which prevent
the accumulation of information needed for =2ffective analysis of the cause

of the low rec ‘veries.

Taxpayer Assessment and Identification. There are two distinct

aspects of taxpayer identification. One concerns identifying those who are

liasble for particular taxes so that they can be assessed by tax agents or
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instructed to file appropriate tax statements. The other concerns unique
identification of a particular payer so that payment can be properly
credited against previously assessed tax lisbility and so those assessed

but not paying can be clearly identified.

The absence of a unique taxpayer identification number creates
problems for estimation of tax recovery rates because it prevents matching
of payments in anticipation (PPA) with tax assessments. This issue arises
because in order to conduct their affairs some of those already assessed
for direct taxes require certificates showing that they have paid their
taxes, However, often the approved tax bills based on the tax census and
forms submitted by tax agents (FIM) have not yet been received by the local
treasury when tax certificates are requested. To obtain a receipt for tax
payment such taxpayers go to a local tax agent who calculates the taxes
owed on a separate tax form (FDC) which the taxpayer takes to the local
treasury and upon payment receives a receipt. Payment under these
circumstances is called payment in anticipation (PPA). Lacking a unique
taxpayer ID number, the treasury and subsequently CENATRIN cannot match
these payments in anticipation with the tax bills prepared in connection

with the tax census for the same taxpayer.

CENATRIN's records show (1) the amount of tax liabilities assessed by
the tax agents on the basis of the census for which tax forms have bLeen
sent to CENATRIN. This amount is called "assessment" here, and CENATRIN

calls it prise en charge bruit (PCB); (2) the amounts recovered in

anticipation, called by CENATRIN perception par anticipation (PPA). These

include payments of assessed taxpayers before receipt of tax bills plus
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payments by unassessed taxpayers who pay either because they require a tax
certificate or because they have been caught in some tax compliance check
(bouclage); (3) the amounts recovered from assessed taxpayers after tax
bills have been received.

Without comprehensive taxpayer ID numbers it is impossible to
determine which of the PPA recoveries apply to the censused assessments
(PCB) and which represent payments by previously unassessed payers., As
explained below, this prevents estimation of a definitive measure of tax
recovery and requires calculation of several alternative such measures.
Policies to assign such taxpayer 1Ds, much as Social Security numbers are
used in the United States, are presently being intensified, but there is
8till much to be done before the problem is resolved well enough for
accurate tax analysis,

As regards locating and assessing those who are liable for taxes, the
major weakness appears to lie in the difficulty of placing on rolls
taxpayers in rural and small towns subject to the BIC and the patente, and
the exclusion of some wage and salary recipients who work for individuals
or very small enterprises. The failure to identify rural taxpayers can be
Stated with reasonable certainty because of clear evidence that tax agents
are unable to perform their tax census duties in these areas. Lack of
funds for gasoline and for living expenses while on tour, and frequent
absence or disrepair of vehicles was observed consistently throughout this
study. Furthermore, the number of fully trained agents is too small to
permit diverting them to rural towns given the extent of their

responsibilities within the communes where they are stationed.



96

Quantitative evidence for these assertions emerges from our analysis
of central tax recoveries from communal and rural areas. Results for 1978,
1980, and 1981 show that in most years virtually nothing was recovered from
central taxes on business income in rural areas. Only in 1982 did rural
recoveries from the business, industrial and commercial profits tax (BIC)
and the noncommercial profits tax (BNC) in prural areas exceed 11 percent of
the total (see Table III-3, below).

The question of what proportion of those liable for the IUTS actually
is assessed is difficult to answer because of the absence of current data
on employment. in the modern Sector and of information on the number of
payers of the IUTS. This tax is withheld by employers, and we were able
only to uncover estimates from the regional treasuries at Ouagadougou and
Bobo Dioulasso of the number of employers who paid the IUTS. No
information was found for the actucl number of individuals for whom the
IUTS was withheld and transmitted to the treasury. There is g place for
the IUTS as well as the BIC and BNC on the tax census form for income
related taxes which is transmitted to CENATRIN and used to produce the tax
bill. Tabulation of information on those liable for the IUTS from the tax
forms could provide indication of trends in the number of taxpayers and a
base for comparison -ith other information indicative of potential

taxpayers such as the number of social security -participants,

Lacking this kind of quantitative information it is possible only to
speculate about identification or enumeration of those subject to the tax
on wages and salarjes. Still, it does appear that the vast majority of

those subject to substantial tax liabilitjes for central direct taxes are
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identified by the present system. Attempts to improve identification of
large numbers of small taxpayers would entail considerable costs and yield

proportionately little additional revenue.

Assessment. Assessment of direct taxes where withholding is not
feasible presents substantial problems in all developing countries. The
frequent absence of accounting records, the inability of taxpayers to fill
out tax forms, and the cost of comprehensive, frequent recensusing all
combine to undermine accurate initial assessment and the adjustment of
assessments as the actual direct tax base changes. In this area, the
direct tax system of Burkina suffers from several problems. First, because
it is often necessary to use estimates of income rather than accounting
measures of income, assessments often are inequitable, differently
assessing those with essentially equal incomes. This comes about primarily
through the forfeit regime of the business profits tax (BIC), the fixed
rate of the patente, and the IFR. Second, assessments do not always
respond to increases in tax bases because tax agents tend not to revise
assessments in response to rising rents or other components of the tax
base, or to changes in the objective charactistics of a business which
influence forfeit classifications.

It would seem extremely useful to examine data on the evolution over
time of the amounts assessed for specific direct taxes, Such data could be
examined over time, by tax, and by region to establish a record of the
activities of the local Tax Service (Division Fiscale) and its field
agents. At first glance it appears feasible to do this by examining the

information routinely provided by CENATRIN on the amount of approved
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assessed tax liabilities which are assigned to the regional treasuries for
collection (prise en charge). Relating these tax assessments to actual
taxes collected (recouvrements) would then also provide information on
recovery rates over time, by tax, and by region. Alas, as described above,
the system of riscal recording for direct taxes does not permit such an

analysis,

Tax Collection. Collection, the third element of effective tax

administration mentioned above, is obviously crucial in that it constitutes
the actual recovery of receipts. For taxes which are withheld at the
Source, collection requires that the employer or payer actually remit to
the treasury amounts withheld at the stipulated intervals, Our study did
not examine this issue, but conversations with GOB officials suggest that
this is not a major problem. Collection of other direct taxes is the
responsibility of the local offices of the treasury (perceptions) to whom
CENATRIN sends the tax bills and the approved tax rolls (prise en charge)
for those taxpaying units residing in the area served by the regional
treasury.

The treasury attempts to deliver tax bills by twd methods. First, for
those taxpayers who rent post office boxes or who have made arrangements
for delivery of mail with box renters, bills are placed in boxes by the
postal authorities. Second, the treasury arranges to have bills delivered
to relatively large employers, including the central government and local
authorities, to be distributed to their employees. Whether 3 Dbill is
received or not, it is the obligation of the taxpayer t» pay all the taxes

due for his household. Upon payment the treasury office provides a tax



99

receipt (quittance). Since there are few post offices outside major urban
centers, the local treasury office finds it difficult to deliver tax bills
in outlying areas. Virtually all of the relatively few such bills to be
delivered are intended for merchants who reside in small towns. Mail for
villages and towns is generally picked up by any resident who happens to be
in a place where there is mail delivery. Tax bills, however, are more
likely to be held for delivery by a policeman or other government official
who happens to be travelling to an outlying village or town.

The collection system as described above clearly cannot be expected to
produce high recovery rates. The regional treasury is what Richard Bird
has called "little more than [a] "tellering' agency, waiting for taxpayers
to come in and pay up."5 In practice, however, further components of the
System come into play which enhance recoveries. The most important of
these enforcement mechanisms is the requirement to present or display a tax
compliance statement (attestation) in order to engage in various commercial
activities or to receive certain public services. For example, the right
to travel or to file a public document requires evidence of payment of the
IFR, and in order to purchase supplies from a wholesaler or to make a sale
to the government, a merchant must show proof of up-to-date tax payment of
the BIC and patente. Tax certificates must be procured from the regional
treasury and require payment of a registration stamp fee. Another

enforcement measure is the cordoning-off (bouclage) of an area such as a

5Richard M. Bird, "Income Tax Raform in Developing Countries: The
Administrative Dimension," Bulletin of the International Bureau of Fiscal

Documentation 1 (1983), p. 14.
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market or a neighborhood by the communal police, who then demand to see
proof of tax payment. For those who cannot produce such proof some
viluable such as a bicycle or moped is confiscated and held until proof of
payment is provided either by returning home to obtain the "quittance" for
an already paid tax bill, or by going to the regional treasury to pay up.

The requirement of proof of tax payment for commercial purposes and
the police checks improve tax compliance. Once the taxpayer appears, the
treasury can examine its records to see if there are previous unpaid tax
bills on file. If there are, collection of these back taxes is required
for the issuance of the requested document or return of the confiscated
valuable, If there are no prior tax bills, questions are asked to
determine whether this taxpayer was overlooked in the past (or was
registered in another perception) and, if overlooked, past taxes are
assessed by the tax service and collected.

Enforcement, Discussion of tax administration would be incomplete
without mention of the Brigade of Pursuit and Verification. There are only
two such Brigades in the entire country, one in Ouagadougou and the sther
in Bobo Dioulasso. This unit of the tax service operates mainly to review
tax declarations and supporting financial documentation and to modify the
amount of taxes owed if they detect errors. While we have no specific
figures for the additional recoveries due to this review, it is reputed to
be substantial. The Brigade also verifjes tax liabilities contested by
corporate or other business taxpayers. The Brigade also has some
responsibility for enforcement of unpaid tax liabilities, The Brigade in

coordination with the Director of the Tax service and the local treasury
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agent has the right to impose fines and other penalties for nonpayment, but
only if lengthy and complex legal procedures demonstrate fraud as the
reason for non-compliance. Consequently, when a taxpayer in default is
located, all that happens is that an attempt is made to collect the taxes
owed. Sanctions are virtually never applied. We were unable to obtain any
quantitative information regarding the number of cases of delinquent
taxpayers who were assessed late penalties.

Tax Compliance and Recovery

Concept of Tax Compliance. With the procedures for identification,

assessment, and collection spelled out, it is appropriate now to turn to
quantification of tax compliance in Burkina. A useful starting point is an
identity showing the relations among the component elements of tax
compliance. Such an identity is shown in equation (3.1) where, for a given

tax

(3.1) Tax Collections - Assessments6 Taxes Owed Tax Collections
Tax Base Tax Base Assessments Taxes QOwed

The left hand portion of equation (3.1) is the ratio of taxes collected to
the full statutory tax base, and can be thought of as the compliance rate.
The right hand side of the equation breaks down the compliance rate into
three components: (1) the assessmené—audit ratio (assessments/base); (2)
the nominal tax rate (taxes owed/assessments); and (3) the recovery ratio

(taxes collected/taxes owed). Each of these ratios can be estimated from

6Here, assessment is used to mean the amount of the full statutory tax base
which has been included in setting the tax liabilities.
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data and knowledge of tax rates. Full tax compliance would yield a value
of one for ratios (1) and (3). For a proportional tax without deductions
ratio 2 is simply equal to the rate of the tax., For a tax with progressive
rates or with exclusions or deductions the average rate would depend on the
distribution of taxpayers' characteristics in relation to the tax base.

The appeal of this approach is that is gives a quantitative indication
of the two components of the tax compliance ratio influenced by tax
administration. The ratio of assessments to the tax base indicates the
effectiveness of the assessment-audit procedures. The ratio of collections
to assessments reveals the effectiveness of tax recovery and enforcement.
Examination of these ratios over time provides evidence as to whether
compliance is improving or worsening. Of course, results of such
comparisons in and of themselves do not indicate exactly what policy
measures should be taken. They do, however, indicate the nature and
severity of problems which need attention.

Tax compliance can best be examined by looking separately at groups of
taxes with similar assessment, collection, and enforcement patterns. 1In
Burkina, this means separating direct from indirect taxes and further,
among the direct taxes, Separating taxes withheld at the source, business
income and property taxes assessed by tax assessors and pald by those
assessed, and traditional taxes assessed and collected by agents of
territorial administration in cooperation with village authorities,

Analysis of tax compliance is complex, Each element needs careful
discussion and requires its own particular data and analysis. 1In

proceeding from here we first present and examine the historical record of
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tax recoveries from central and local direct taxes. Then relevant data
regarding direct tax compliance are presented and evaluated. Next, we
shift to the indirect revenue of central and local authorities employing
the same tfeatment. That is, discussion of historical data on recoveries

is followed by analysis of compliance.

Direct. Tax Recovery over the Period 1977-1983., Examination of

actual tax recoveries for specific taxes provides information about the
variability of tax collections. Such data then can be related to the
variability of other measures such as GDP or one of its components or total
wages and salaries which are thought to vary with the bases of different
taxes. Comparison of these measures gives an indication of whether tax
recoveries are responding, as they should, to changes in their bases.
Comparisons of this sort, however, must be adjusted for changes in tax
provisions which would affect the relationship.

Presenting data on the evolution of tax recoveries requires deciding
how to treat revenues from taxes assessed in one year which are collected
in subsequent years. The annual treasury report on central revenues
(Situation Detaile des Recettes) shows current year collections by source
and only totals for direct and indirect revenues from previous years'
taxes. CENATRIN data, howaver, indicate the year and tax to which
recoveries from prior years apply. Often collections in the year following
imposition are substantial and failure to allow for these late recoverjes
would seriously distort the picture of tax collections., Late recovery can
be explained by a variety of factors but usually results from the late

arrival of tax forms at CENATRIN.
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There is, however, a drawback to measuring the tax recovery for a
particular year as the sum of recoveries of that year's tax liabilities for
the initial year plus subsequent ones. Figures for the most recent year
for which data is available, in this case, 1983, will not be comparable
with past years' recoveries because of the absence of subsequent year
recoveries. Since recoveries in the third year are almost invariably
insignificant the difficulty arises only for the most recent year., Despite
this difficulty, the figures used here are for the sum of recoveries and
not. for just "current year" recoveries. Use of current year figures leads
to serious distortion because of the impossibility of distinguishing
whether observed changes in recoveries are due to variation in actusl

recoveries or only to changes in the timing of recoveries.

Central Direct Tax Recoveries. It is useful to separate central

direct tax recoveries into those derived from taxes withheld at source and
those from non-withheld taxes. The former category includes taxes on wages
and salaries, interest and dividends, and the apprenticeship tax.
Table III-2 shows that recoveries from the tax on wages and salaries, the
most important direct tax, have increased every year at a relatively steady
rate except for an unusually large increase in 1980. Its average annual
compound rate of growth for the period 1977 to 1982 (21 percent) exceeds
that of any other revenue source (excluding customs duties) and of nominal
GDP (14 percent) for the period. Recoveries from the tax on dividends and
interest also have grown substantially since 1977, although from a very
Small initial level and with a surprisingly low growth rate in 1981,

Apprenticeship tax recoveries too have grown since 1977 at a rate above
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TABLE III-2

CENTRAL DIRECT TAX RE(DVERIES,a1977-1 983
(in millions of CFAF)

Campounded
Annual Pearcert
, Change
1977 1978 1979 1980 1981 1982 1983 1977-1982
1,75 2,26 2,506 3,680 3,922 4,651 5,257
(26 (13) (4 T (19 (13) ( 21.3)
7 34 64 % 100 123 uy
(143)  (8) (50 ( 41) (23) (64 ( 77.4)
32 43 463 625 590 n7 723
(30 (5 (35 (6 (2 (1 ( 16.0)
1,367 1,556 1,535 1,815 1,%62 2,247 1,978
(65 (5 (18 (8 (159 (=12 ( 10.4)
16 7 21 16 N 18 8
(50) (3 (=24 (-31) (64 (=56) ( 2.4)
14 34 64 % 100 123 Ly
(143)  (8) (50 (4 (23 (-64) ( 54.4)
T4 629 735 573 660 688 636
(-13) (1) (=21)  (15) (W (-8 (- 1.0)
9.7 9.2 1.6  10.5 u, 4
18.5 12.8 11.5 20.5 7.6

aFig;res in parentheses are annual percent change.
SOURCE: Directicn Generale du Budget, Ministdre des Finanoes.
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that of GDP and other comparison indicators, but in an irregular way with
rapid growth in one year followed by slow or negative change in the next.

The relation of the growth of tax recoveries to the growth of an
indicator of the tax base provides a rough measure of whether overall tax
compliance is improving or declining. This holds true so long as tax rates
and other provisions have not changed during the period. Comparison of tax
and base-indicator growth rates, however, does not reveal the proportion of
the actual base recovered nor the proportion of the base which strict
application of the tax statutes would recover. Unfortunately, in Burkina,
data for such analyses are not available, although for some taxes relevant
information is found on tax forms entered into CENATRIN's computers, but
not tabulated.

For the IUTS, data needed to estimate potential revenue would include
the distribution of earnings of salaried employees by income class and,
before 1984, the average number of dependents for each income class.
Lacking this data, a useful, feasible comparison can be made of growth in
receipts from the IUTS with growth in wages and salaries in the national
accounts. Such comparison shows that over the period from 1979 to 1982
revenues from the IUTS grew by 86 percent while wages and salaries in the
national accounts rose by only 1 percent. This probably indicates
progress in the tax recovery system, although some of the gain is a result
of the automatic increase which occurs as inflation pushes taxpayers into
higher marginal tax classes.

The non-withheld central direct revenues are dominated by the

commercial and industrial profits tax (BIC). Year to year growth in
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recoveries are quite stable and average 10.4 percent over the 1970-1982
period. Proceeds from the tax on rental income have experienced an average
annual growth rate second only to those of the tax on interest and
dividends, due in part to the doubling of the tax rate in 1980. Growth in
these two sources reflects earlier extremely low levels of financial and
commercial activity as well as improvements in their administration. The
noncommercial profits tax is a very small and erratic revenue source.

Finally, the central share of th: standsrd tax, collected from rural
areas, is the only source for which recoveries actually declined during the
period. In part, the decline is due to the reduction in the minimum rate
which took place in 1980.

Except for the minimum standard tax, central direct taxes are imposed
at uniform rates in all areas of the country. Actual collections, however,
are recovered primsrily from treasuries in communes, and more particularly
from Ouagadougou and Bobo Dioulasso. Table III-3 reveals that virtually
all of the direct taxes are recovered in these two communes. These
findings are overstated because the tax on wages and salaries is assigned
to the treasury located where the payment of salary is made and many
government officials have their pay deposited in one or the other of the
major cities even though they are stationed elsewhere.

The division of recoveries between urban and rural areas can provide a
valuable insight into tax administration, Comparison of the proportion of
recoveries from urban areas with the proportion of assessments (emissions)
gives an indication of the effectiveness of tax collection in urban and

rural areas. Such a comparison is valid only for taxes which are not
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TABLE III-3

DISTRIBUTION OF CENTRAL REVENUE COLLECTIONS AND ASSESSMENTS
FROM URBAN AND RURAL AREAS
(in percent)

Tax/Year Ouagadougou Bobo Dioulasso Other Communes Rural Areas Total
All
1978 68 10 7 15 100
1980 73 12 y 11 100
1981 76 1 ] 9 100
IUTS
1978 79 8 9 ] 100
1980 84 8 5 2 100
1981 g4 9 5 2 100
BIC
1978 86 (90)2 12 ( 8) <.5 (£.5) 2(1 ) 100
1980 76 (73) 23 (25) 1 (£.5) 0 ( <.5) 100
1981 69 (62) 15 (13) 1 (1) 15 (23 ) 100
BNC
1978 100 0 0 0 100
1980 90 0 0 10 100
1981 88 0 0 12 100

aFigures in parentheses = assessments.

SOURCE:

CENATRIN printouts.
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withheld at source and where there is a substantial amount of assessment
outside urban areas. One tax which fulfills these criteria is the
commercial and business profits tax (BIC), and it meets them only in 1981.
Comparison of assessments with recoveries not surprisingly does show that
recovery rates are higher in urban areas. This is indicated in Table III-3
where for the BIC in 1981, rural assessments comprise 23 percent of the
total but rural recoveries amount only to 15 percent of total recoveries.
Fﬁrther evidence of higher urban recovery rates emerges later in this
chapter when communal and departmental local revenues are analyzed.

Local Direct Tax Recoveries. The first impression from Table III-}

on local direct tax recoveries is their small magnitudes in relation to
those from central sources. This has already been discussed in Chapter II.
What Teble III-4 also reveals that is new is that the growth of 1local
business taxes in communes was almost double that in departments over the
perioc¢ 1977-1982, but that in 1981 and 1982 departmental recoveries grow at
rates that compared favorably with those of communes. Also, departmental
recoveries from the patente and from the departmental surtax on the IFR
were more variable than recoveries from communes from similar taxes,
Finally, communal recoveries from their various "modern" direct taxes
increased throughout the period while recoveries from the standard tax fell
similarly to the behavior of this tax at the central level,

Measurement. of Tax Compliance Ratios. As described above, the

overall compliance ratio is the product of its three components, the tax
rate, the assessment-audit ratio, and the recovery ratio. While the

provisions of taxes and their rates are, of course, stipulated in the tax
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TABLE III-4

LOCAL DIRECT TAX RECOVERIES, ;977-1983
(in millions of CFAF)

Compounded
Annual Percent
Type of Tax/ Change
Goverrment Level 1977 1978 1979 1980 1981 1982 1983 1977-1982
Business
Patente (Commune) 153 226 263 266 352 432 168
(u8) (160 ( 1) (320 (23 (62 (23.1)
Patente (Department) 63 109 108 66 79 117 82
(73) (0 (=390 (20) (48) (-30) (13.2)
License (Department) 1 1 5 152 7 b gd
License (Commune) 4 3 3 3 3 1 0
Pr'OEr‘ty_
CM, TVLH, TVLP, MM 37 64 T4 85 108 107 35
(Commune) (73 (16 (15 (270 ( 0 (-67) (23.7)
CM, MM (Department ) Yy 6 5 7 6 10 6
(500 (=17)  (40) (14) (67) (-40) (20.1)
Traditional
IFR (Commune) I3 52 56 58 63 64 31
(21 (. 8 ( » 9 ( 2 (-50) ( 8.3)
CA (Comnune) 14 20 22 24 27 32 13
(43 (100 9 (13) (19 (-60) (18.0)
ID (Department) 4o7 361 277 233 213 268 281
(=11 (=23) (<16) (-9 (26 ( 5) (-8.0)
Armes (Department) 24 18 19 27 1 27 25
(=25) ( 5) (4) (5 (31 (-7 ( 2.4)

aFigures in parentheses are annual percent change.
bData seem to be in error.
SOURCE: CENATRIN printouts.
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code, information is not available on the distribution of taxpayers by the
amount. of the tax base and by characteristics related to deductions and
exemptions from the various taxes. Thus, it is not possible to estimate
the effective tax rate which should apply per unit of the tax base. The
absence of this ratio, however, is not erucial to the analysis of tax
compliance. The tax rate is essentially determined by legal regulations
and does not depend on the effectiveness of tax assessment and collection

procedures.

Measurement. of the ra2tio of assessment to tax base requires estimates
of the tax base and of the actual portion of the base against which taxes
are calculated. Estimation of the base of various Lurkinabe taxes is quite
difficult because of the lack of appropriate data. Still, some informstion
is available to estimate growth in tax bases, and was used in the previous
section where, for example, growth in personnel outlays in the central
government budget was taken to indicate the magnitude of changes in the
base of the IUTS and growth in the industrial and private service sector
treated as indicative of changes in the base of the turnover tax (TCA).

In addition to the base, estimation of the ratio of assessments to the
tax base requires knowing the amount of the lase actually included among
those found to be liable (redevable). Unfor: viately, the procedures and
records of Burkinabe tax administration do not readily provide this kind of
information. There is no single amount, such as salary or business
profits, which is tabulated and could be considered as the portion of a tax
base captured by the tax system., The tax forms submitted to CENATRIN and

entered into CENATRIN data files do contain such in yrmation, but
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tabulations of it are not made. Despite the obvious importance of such
data to the routine analysis of tax issues, as well as to this study, a
request made for authorization of special :abulations was rejected by the

Director-General of the Tax Service.

The recovery rate (recoveries/assessments) is more amenable to
estimation. Still serious difficulties remain due to the absence of
comprehensive taxpayer identification numbers and the ambiguity of
treatment of taxes paid by non-assessed taxpayers. Lacking definitive
taxpayer identification, CENATRIN cannot identify those payments in
antic',)ation7 which apply to previously assessed taxpayers. Consequently,
it is not possible to determine the portion of total recoveries which apply
to the tax lisbilities assessed by the tax agents (PCB) and reported to
CENATRIN on tax forms (FIM). As taxpayer identification becomes more
comprehensive closer determination of this share will be feasible and it
should be programmed into CENATRIN's tabulations.

Another problem arises as regards the treatment of that portion of
payments in anticipation which represent payments by not previously
assessed taxpayers, Should such payments be treated as recoveries,
assessments or both? These payments generally are made because of
regulations requiring tax certificates intended to enforce tax compliance.
It seems appropriate then to treat these payments as indicative of recovery
which should raise the recovery rates. However, to include these as

recoveries without also increasing assessments would distort the recovery

7See pp. 22-24 for an explanation of payments~in-anticipation.
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rate, As described above, it is, however, not possible at present to
Separate these recoveries for those assessed taxpayers who pay before their
tax bills arrive at the local treasury office.

Under these circumstances, available data can be used to ecalculate
Several alternative measures of tax recovery ratios, which examined
together indicate comparative recoveries over time and among different
taxes. The "standard" measure, shown in CENATRIN tabulations under the
heading of "percent recoveries," jis, unfortunately, not particularly
revealing. It is computed as the ratio of total recoveries of the current
year's tax minus advance payments divided by assessments [(R-PPA)/PCN].
Put differently, it is the payments by assessed taxpayers recdvered alter
the tax bills have arrived. As an indicator of the effectiveness of tax
administration it is severely flawed. First, it ignores recoveries in
Subsequent. years, which can be substantisl and which vary greatly among
taxes and for the same tax in different years, largely depending on the
timing of the arrival or the tax bills. Second, this method treats only
taxes paid after the receipt of the tax bills by the local treasuries as
recoveries to be compared with assessments. That is, it does not include
385 recoveries relevant to the recovery rate those payments in anticipation
for which prior assessments were made. These two procedures result in
misleadingly low recovery percentages which are, however, the only
genersally available figures and as such are widely used in discussion and
writing about tax recovery in Burkinas. In fact, CENATRIN tabulates
subsequent year recovery rates and, at least, the sum of these recovery

rates for several years should be used in discussion of recoveries.
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Two alternative measures of recovery rates, however, can readily be
estimated from available data. These rates provide an upper and lower
bound to the "true" recovery rate, Both use the sum of recoveries for
several years (after the second year, recoveries for all taxes fall
virtually to zero) as the numerator. The difference between them is that
in the upper estimate, the denominator is simply the sum of the assessments
for which tax bills have been prepared. Here, the assumption is that all
recoveries, whether or not payments in anticipation, are for assessed
liabilities. All those who pay in anticipation are assumed to be simply
paying before their bills reach the local treasury. The lower estimate
makes the opposite assumption, so that the denominator is equzl to
assessments, plus the payments in anticipation. Further, we assume here
that payments made in subsequent years were entirely by those who had not
been initially assessed. Thus, the lower estimate assumes that none of the
payments in anticipation were from assessed taxpayers. It measures
assessments as the sum of the amounts assessed by tax agents plus payments
in anticipation.

Direct Tax Compliance: Analysis of Various Taxes

So far the discussion of tax compliance in this chapter has reviewed
the evolution of direct tax recoveries and described issues in the
measurement of assessment and recovery ratios. Now it turns to

presentation of data on these measures and to evaluation. The approach
here is to show for each direct tax considered: (1) annual percent change
in assessments (emissions) and in recoveries; (2) the ratio of amounts paid

in anticipation to assessments; and (3) alternative measures of tax

recovery rates.
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Each of these elements contributes to an overall picture of tax
compliance for a particular tax. The annual percent change in assessments
indicates the gross change in the amount of taxes owed. Growth in
assessments reflects some combination of (1) more complete censusing of
potential taxpayers, (2) updating assesaments for inflation and economic
growth, and (3) occasionally, increases in tax rates or the definition of
the tax base. Reduction in assessments may represent decreases in tax
liabilities due to decreased economic activity or, very rarely, to
reductions in tax rates. More likely they result from failure of tax
agents fully to complete the tax census. Growth in annual tax recoveries
Indicates receipt of additional revenues, but, due to the inclusion of
payments from non-assessed taxpaysrs and the recovery of taxes owed from
previous years, such growth does not provide definitive indication of
improvements in recoveries by the collection system. Reductions in
recoveries from one year to the nex: may indicate lower recovery rates, but
they also may result from lower assessments or from unusually high
recoveries in the previous year.

The ratio of taxes paid in anticipation (PPA) to assessments (PCB)
reveals important aspects of the administration of the tax. Taxes withheld
a3t the source are treated as PPA. For other taxes, a systematically high
proportion of PPA indicates pe~sistent. late arrival of tax bills for a tax
for which a tax certificate is nceded.

Measures of tax recovery include the upper and lower estimates and the
"standard" measure described above. It will be recalled that the standard

measure often Substantially understates the true recovery ratio becasuse it
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excludes recoveries in subsequent years as well as all recoveries paid in
anticipation including those paid by assessed taxpayers. To provide more
accurate indicators of recovery rates two alternative measures are
calculated. Both incorporate revenues from subsequent years in the
numerator, One uses the assessments of the tax agents (PCB) as the
denominator. In effect it assumes that all of the payments in anticipation
were by those who had been assessed and for whom an FIM had been submitted
to BLI. This provides an upper estimate of the recovery rate. The other
uses the sum of the assessments plus the payments in anticipation as the
denominator. This assumes that none of those who paid in advance had been
assessed and, thus, gives a lower estimste of recoveries in rclation to an
expanded tax base which includes both assessments (PCB) and payment in
anticipation (PPA).

A low rate of recovery indicated by either of these two messures is
cause for concern. Such a finding, however, does not reveal the reason for
nonpayment, Have the tax bills delivered to the local treasuries been
received by the taxpayers? 1Is there a higher rate of payment for taxpayers
who receive their tax bills than for those whose bills remain gathering
dust at the local treasury office? Unfortunately, our study is not able to
answer this question quantitatively. We have some data for Bobo Dioulasso
on the proportion of taxpayers who received their tax bills by sector of
employment of the hous2hold head, but no information on the payment of

taxes in relation to receipt of the tax bill.

The crucial question here is whether receipt of the tax bill by the

taxpayer would increase tax recoveries. One view is that those who do not
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pay would do so more frequently. if they actually were presented with their
tax bill, The other view is that nonpayment is essentially due to the
absence of enforcement. Whether the taxpayer has the tax bill or not, if
there is no need for tax compliance certification there is no reason to
pay, since in practice the worst outcome is eventually being forced to pay
the amount due without penalty.

Taxes Withheld at Source. The questions of tax recovery in

relation to tax assessment éxamined in this chapter generally do not apply
to withheld taxes. All such taxes imposed should be recovered, unless the
withholders fail to transmit taxes due to the treasury. Data show totsl
recovery rates close to 100 percent (Table III-5). One anomalous finding,
however, is that the total recovery rate for the apprenticeship tax was
only 92 and 89 percent respectively for 1982 and 1983. This suggests that
some of those liable for this tax have not been remitting what they owe.
In fact for both the TPA and the IUTS a3 small portion of the tax is not
withheld, probably because those liable do not file tax declarations. When
tax agents find and assess them and tax bills are prepsred, they tend not
to pay as indicated in column (6) of Table II1I-5.

Tax2s on Business Incoma. Table III1-6 shows tax compliance

measures for central and local business taxes. These 3ll have in common
the tax agents' responsibility for assessment and preparation of a tax form
anc the taxpayers' obligstion to obtain the tax bill and pay at the local
treasury. Thosa who pay the BIC and BNC by the "real" (rather than
forfeit) method are required to submit tax declarations containing

Information which the tax agents use to dctermine their tax liability. No
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TABLE III-§
MEASURES OF TAX COMPLIANCE:
TAXES WITHHELD AT SOURCE
(in percent)

sanual Change ~ Estimated Recovery Rates
a Paid in o d e
Tax/Year Assessed Collected Anticipation Upper Lower Standard
(n (2) (3) (4) (5) (6)
Wages and Salaries (IUTS)
1983 14 14 f 9% 6
1982 22 18 97 3
1981 1 7 ' Not 100 14
1980 48 47 Relevant 100 25
1979 16 12 95 3
1978 - _ _98 16
Average 1978-1983 20 20 98 1
Apprenticeship (TPA)
1983 3 1 f 89 0
1982 33 21 9N 4y
1981 : -5 -5 Not 100 1
1980 -29 35 Relevant 100 1
1979 7 5 95 0
1978 . _ 98 2
Average 1978-1983 4 1 1.

aIncludes all recoverijes in year, including those due from previous years,
bPaid—in—anticipation (PPA) as percent of assessed,

CRecoveries in year in which due initially plus subsequent years (IR) divided by
1ssessments (PCB) of initial year (i.e., IR/PCB). Average for 1978-82 only.

dRecoveries (ZR) as in footnote ¢ divided by assessments plus taxes paid in
mticipation (PPA) (i.e., £R/(PCB + PPA)). Average for 1978-82 only.

eRecover'ies in current year (R) minus taxes paid-in-anticipation divided by
assessments (PCB) (i.e., (R - PPA)/PCB).

f"1‘axesx withheld at source are treated as paid-in-anticipation and are not considered
to be assessed.

SOURCE: Tabulated from CENATRIN printouts.
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TABLE III-6
MEASURES OF TAX COMPLIANCE:
BUSINESS TAXES

(in percent)
Annual Change Estimated Recovery Rates
a Pai. in b (o] d e
Tax/Year Assessed Collected Anticipation Upper Lower Standard
BIC (Central) (1 (2) (3) (4) (5) (6)
1983 10 3 12 59 49 43
1982 24 19 22 T4 56 43
1981 L6 -9 36 80 54 34
1980 -7 33 by 107 70 55
1979 15 17 30 84 57 35
1978 _ — 32 259 36
Average 1978-1983 17 12 30 87 59 i
BNC (Central)
1983 ~69 33 30 L6 35 16
1982 T 11 2 29 25 13
1981 L2 =42 2 32 28 19
1980 =-14 U} 14 61 45 26
1979 116 73 8 74 55 40
1978 _ _ _10 51 ks 3
Average 1978-1983 29 23 " 51 4o 2l
Rent (IRI) (Central)
1933 =33 34 0 18 18 18
1982 23 -1 0 34 28 20
1981 88 -7 0 33 29 15
1980 52 277 0 ' 60 u7 18
1979 60 145 -1 61 i 1
1978 — _ _0 523 1
Average 1978-1983 38 90 0 48 36 16
Patente (Commune)
1983 =50 -10 35 43 32 9
1982 102 -9 21 55 4o 17
1981 53 i Ly 90 57 33
1980 -38 36 43 102 58 27
1979 63 -1 . 15 65 45 27
1978 — _ _k6 nzooe2 3
Average 1978-1983 26 9 34 85 52 23
Patente (Department)
1983 =57 -18 174 175 64 2
1982 54 38 92 109 53 6
1981 102 23 95 1111 54 7
1980 ~70 -33 145 190 68 13
1979 140 -6 4o 93 62 42
1978 133 228 94 68

— S

Average 1978-1983 34 1 113 146 66 23
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TABLE III~6 (CONT.)

aIncludes all recoveries in year, including those due from previous years,
bPaid-in--anticipatjon as percent of assessed.

CRecoveries In year in which due initially plus subsequent years (IR) divided by
assessments (PCB) of injtial year (i.e., LR/PCB).

dRecoveries (IR) as in footnote ¢ divided by assessments plus taxes paid in
anticipation (PPA) (i.e., IR/(PCB + PPA)).

eRecoveries in current year (R) minus taxes paid-in-anticipation divided by
assessments (PCB) (i.e., (R - PPA)/PCB).

SOURCE: Tabulated from CENATRIN printouts.
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such declarations are required for the patente. With the exception of the
noncommercial profits tax and the tax on rental income, those who pay these
business taxes have a prospective need for a tax certificate.

The industrial and commercial profits tax (BIC) is by far the most
important direct tax for which tav agents are involved in assessments and
where taxes are not withheld at the source. The patente, the business
license tax whose proceeds accrue to rural and communal budgets, is closely
linked to the BIC in terms of tax assessment and collection. That is, all
firms liable for the BIC also must pay the patente, although the reverse is
not true. For businesses subject to the forfait form of the BIC,
assessment of the two taxes is generally performed at the same time by the
same tax agent, based on information gathered during the tax census or at a
later time from records supplied by the taxpayer.

Assessments (emissions) of the business profits tax (BIC) have
increased by an annual average of 17 percent between 1978 and 1983, but the
rate of incresse in recent years has diminished and in 1983 was only 10
percent above the previous year. Both in communes and rural areas
assessments of the patente, important for local revenues, have grown more
rapidly than the BIC, display greater variation and show sharp reductions
from 1982 to 1983. Average annual growth in revenues from the patente,
however, is less than that from the BIC or the BNC.

The proportion of taxes paid in advance in relation to total assessed
tax liabilities is highest for the departmental patente, averaging 113
percent. This reflects the need for tax certification for business

purposes, the relatively large proportion of unassessed small rural
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businesses and the payment of taxes by assessed taxpayers who happen to be
at the locale of the local treasury before the often late tax bills have
arrived. Sinrce those liable for the BIC are almost exclusively located in
major communes, they along with those liable for the communal patente, are
far more likely to be assessed. Nevertheless, taxes paid in advance for
the BIC and the communal patente average about 30-35 percent of total
2ssessed liabilities. It is not possible to determine whether this
indicates that a fair proportion of those assessed for these business taxes
come forward to pay even though they have not received tax bills, or
whether it shows that tax bills are late in arriving in some areas so that

assessed taxpayers needing certificates pay in anticipation,

This situation contrasts markedly with that of those liable for the
noncommercial profits tax (BNC) and the tax on rentsl income (IRI),
Essentially no one pays the tax on rental income in advance and payments in
anticipation average only 11 percent of BNC assessments. Here, taxpayers
appear to have no incentive to pay before receipt of their bills.
Assessments for the BNC, which has provided revenue of more than 20 million
CFAF in only one year since 1977, display extreme variation, due in part to
their small magnitudes. An increase of 116 percent in 1979 was followed by
a8 decline of 69 percent in 1983, The tax on rental income from both
residential and commercial premiseé yielded about 100 million CFAF per
year, from 1980 to 1982. The substantial increase in revenues in 1980 due
to the tax rate increase was followed by further growth in the 1981 and

1982 assessments.8

8Recoveries of the tax on income from rent (IRI) for 1985 present. a special
problem because of the exoneration of rent payments to owners, Burkinabe
citizens do not have to pay rents and those of foreigners are to be paid to
the government rather than td thz owners of the rentsl property. In the
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One puzzling matter is the reductions in assessments observed in
certain years for all of the business taxes. Unless tax rates are reduced,
and they rarely have been in Burkina, assessments generally should increase
from year to year to reflect rising taxable bases and increased coverage by
the tax census as new taxpayers are identified through the sannual census
and as a result of tax certification requirements. Small reductions in the
bases of some taxes may reflect a poor year's harvest or other economic
hardship, but reductions of a substantial magnitude cannot be so explained,
The appearance of such reductions in some years for all taxes except the
BIC in Table III-6, and in the tables shown below for other taxes, is
disturbing and, at present, inexplicable. The most likely explanation is
that in some years for various reasons tax agents and others responsible
for tax censuses were unable to complete their censusing and tax form
filing responsibilities. Observation of reductions in assessments should
be a signal to those in the Tax Division that there may be serious problems
in the field and that investigation is in order.

Related to this point is the question of whether a high ratio of
payments in anticipation in one year should lead to an increase in the next
year's assessments. This should happen if those paying in anticipation are
primarily unassessed taxpayers who make themselves known because of the
need for a tax certification or who are discovered in some other way after
the census. Assessments would not be expected to rise, however, if those

paying in anticipation were primarily assessed taxpayers who needed their

absence of rental income it appears likely that revenue from this tax will
decline substantially.
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tax receipts and found the tax bills not yet available. Current records do
not permit analysis of these alternatives.

In light of the negative expectations about tax enforcement in
developing countries, experience with the business taxes, as shown in Table
III-6, holds some surprises. For example, for the industrial and
commercial profits tax (BIC), an average of over U0 percent of tax bills
not paid in 2nticipation were recovered in the initisl year (Column [6] of
Table III-6), and the lower estimate of recovery rates averages 59 percent
(Column [5]). Recovery rates for other business taxes generally are below
those for the BIC, with the exception of the departmental patente where the
average lower estimate is 66 percent,

These results are at variance with the widely held view that tax
recoveries from rural areas are particularly poor. The standrd measure of
recovery rates for both the communal and departmental patente average 23
percent and for 1983 are 9 and 2 percent respectively. These low
percentages, however, emerge from a calculation which treats as recoveries
only those payments which can be matched against already received tax
bills. All other payments, whether related to assessments or not, are
ignored. When as in the departmental patente late delivery of a large
portion of tax bills is normal, and many payments are not made until after
the end of the year, this standard measure will produce a greatly
underestimated recovery rate. Qur "lower" estimate, which includes
collections in subsequent years and assumes that payments in anticipation

are 3 part of recoveries, gives a more realistic indication of the actual

percentage of known tax liabilities recovered.
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There is no question that enforcement of these business taxes is far
from satisfactory. However, there is evidence of relatively good recovery
performance although results are somewhat weaker in recent years. The
slowdown in nominal GNP growth and the generally poor recent economic
conditions may account for this trend, but so also may the cumulative
effects of observations of the absence of penalties for nonpayment.

Assessment and Recovery: Property and Other Local Taxes

Another group of direct taxes whose assessment and enforcement trends
can be observed is the set of taxes on the rental value of residential,
corporate and professional premises, whose proceeds accrue to local
budgets. The taxes on residential premises (CM) and on the premises of
corporations (MM) apply in both communal and rural areas. In addition, the
communes receive the proceeds of a tax on professional premises (TVLP) and
a surtax on domiciles (TVLH). There is no activity for which proof of
payment of these taxes is required, and consequently, no reason to expect
any appreciable amount to be paid in anticipation, although one might
expect to find such payments in rural areas by those intending to pay who
find themselves at the site of the local treasury before bills have been
received. The data of Table III-7 confirms these expectations, The
proportion of payments in anticipation generally are low, but tend to be
higher in rural areas.

These local taxes on residential and commercial premises are extremely
modest in Burkina. Collections in 1982 and 1983 from the 1982 levy of all
of these taxes came to 135 million CFAF. Collections from the 1983 tax are

lower still; current year recoveries in 1983 fell to 35 million CFAF from
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TABLE III-7
MEASURES OF TAX COMPLIANCE:
PROPERTY TAXES
(in percent)

Annual Change Estimated Recovery Rates
a Paid in e d , e
Tax/Year Assessed Collected Anticipation Upper Lower Standard
(1) (2) (3) (4) (5) (6)
'™ (Commune)
1983 =21 =14 16 20 18 5
1982 47 6 15 36 28 9
1981 58 29 15 y7 36 12
1980 -6 82 25 64 42 15
1979 10 -6 1 42 . 33 14
1978 — _ _0 i 34 2
Average 1978-1983 18 19 12 46 35 13
M (Department)
1983 -68 ~-12 134 138 59 b
1982 -1 42 36 65 y2 1
1981 -5 . 45 8 43 33 12
1980 9 49 1 51 36 9
1979 -9 =10 0 39 30 9
1978 _ _ _o 35 29 13
Average 1978-1983 -17 23 31 46 34 10
™M (Commune)
1933 =43 =21 7 10 10 ]
1982 18 -5 4 68 49 29
1981 94 113 9 63 46 28
1980 -10 -20 2 86 53 24
1979 7 -5 0 79 57 39
1978 — _ _4 12 _53 3%
Average 1978-1983 13 12 by T4 51 27

aIncludes all recoveries in year, including those due from previous years.

bPaid-in—anticipation as percent of assessed.

Recoveries in year in which due initially plus subsequent years (IR) divided by
3sessments (PCB) of initial year (i.e., LR/PCB).

dRecoveries (ZR) as in footnote ¢ divided by assessments plus taxes paid in anticipation
{PPA) (i.e., IR/(PCB + PPA)).

®Recoveries in current year (R) minus taxes paid-in-anticipation divided by assessments
.”CB) (i.e., (R - PPA)/PCB),

JURCE: Tabulated from CENATRIN printouts.
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125 the previous year. Generally, over 90 percent of these taxes are
recovered in communes, particularly Ouagadougou and Bobo Dioulasso, where
the bulk of the value of residential and corporate properties are located.

Growth rates of recoveries and assessments (emissions) of communal
taxes on premises (CM), which average from 12 to 23 percent per year, do
appear to reflect the growth in residential housing and commercial premises
in the zoned areas of Ouagadougou and Bobo Dioulasso. The low amounts of
per capita revenue recovered from these taxes is more an indication of low
rates of tax, low recovery rates, and failure to identify potential
taxpayers. While these conditions have not prevented considerable growth
in revenues, extension of taxes on residential premises to the non-zoned
areas of Ouagadougou and Bobo Dioulasso has great potential for increasing
revenues. Recent measures taken by the CNR to provide comprehensive lists
of residence and names of their occupants should serve as the basis for
expanded coverage.

Our lower estimate of recovery rates for the domicile tax (CM) in both
communes and departments average about 35 percent, The average upper
estimate, a more relevant measure here where the percentage paid-in-
anticipation is quite low, is 46 percent for both departments and communes.
While these rates are below those of the business taxes, they are
substantially above the "standard" measure which averages only 10 and 13
percent respectively for the departments and communes.

Recovery rates for the tax on corporate premises (MM) are, as
expected, higher than for the domicile taxes, The average here includes

only corporations in communes (there are virtually none in the rural
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areas), The average for the upper estimate is 74 percent and for the lower
estimate it is 54 percent. These figures again are far higher than the

average standard recovery rate of 27 percent.

Traditional Taxes. Except for the communal IFR, traditional taxes,

which include the standard tax in rural areas and its surtax, and the tax
on firearms are assessed and collected by agents of territorial
Administration rather than agents of the tax service. The central IFR and
the departmental surtax (ID) are assessed together. Their behavior as
shown in Table III-8 should be quite similar. On the other hand, the
communal IFR is assessed by agents of the tax service and payment is made
directly to the local treasury office.

As expected, the proportion of payment in anticipation is greater in
the rural areas. The factor determining this proportion is whether the tax
bills had arrived at the time the canton secretary or other administrative
agent collected the IFR, ID, and TBET from the villages and deposited it at
the local treasury. If they had not, as frequently is the situation, the
recovered taxes would be considered as paid in anticipation, In the
communes, individual taxpayers must present themselves at the treasury to
pay. Unless they have need for a tax certificate there is no reason to pay
in anticipation and, indeed, to pay at all.

Assessments of traditional taxes in rural aress display an enormous
year to year variation. The most likely explanation is that in some years
an inordinately high proportion of the approved numerical tax rolls for
villages either are not received or are more than a year late in reaching

the appropriate teritorial offices. When this occurs CENATRIN tabulations
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TABLE III-8
MEASURES OF TAX COMPLIANCE:
TRADITIONAL TAXES
(in percent)

Annual Change Estimated Recovery Rates

Paid in
Tax/Year Assegsed Collecteda Anticipation Upperc Lowerd Standard®
(1 (2) (3) (4) (5) (6)

IFR (Central)

' 1983 - 37 -7 227 234 T2 7
1982 - 39f 23 152 160 63 7
1981 N957f ~-14 69r 79 46 9
1980 -~ g8 -14 4ouy3 g 93 19
1979 -7 26 30 87 62 47
1978 - _ _18 _69 53k
Average 1978-1983 h 3 . h . ‘h 65 22

iFR (Commune) _

1983 - 15 -22 26 35 a7 9
1982 7 -3 3 60 i1 13
1981 39 38 32 64 43 15
1980 - 3 -8 36 80 y7 1"
1979 0 18 29 76 49 19
1978 - _a _10 9 s
Average 1978-1983 6 5 29 70 L6 15
ID (Department)
1983 - 34 -5 173 180 68 8
1982 - 42 ¢ 28 106 114 55 7
1981 119U} =20 NZF : 52 36 9
1980 -~ 08 =13 6800 g 99 17
1979 -1 -13 22 60 ut 32
1978 — _18 69 s ko
Average 1978-1983 h -2 h h 58 19
Armes (Department)
1983 - 54 -2 77 g 66 10
1982 - 34 =38 219 g 55 9
1981 643 52 230 g 36 7
1980 - 86 48 1130 g 99 17
1979 - 22 7 70 60 47 33
1978 — _st _69 5 3
Average 1978-1983 89 14 h h 58 17
\rmes (Commune)
1983 - 50 0 12 20 18 8
1982 246 -67 8 28 25 16
1981 13 151 147 g 65 10
1980 - U3 57 In 84 51 18
1979 - 16 -19 8 49 35 9
1978 8 42 34 17

Average 1978-1983 30 2 37 h 42 13



TABLE III-8 (CONT.)

aIncludes all recoveries in

year, including those due from previous years,
b

Pald-in-anticipation as percent of assessed.

“Recoveries in year in which due initially plus subsequent years (IR) divided by
assessments (PCB) of initial year ({.e., IR/PCB).

dReeoveries (IR) as in foo
(PPA) (i.e., IR/(PCB + PPA).

eRecoveries in current
(CB) (i.e., (R - PPA)/PCB).

tnote ¢ divided by assessments plus taxes paid in anticip:

year (R) minus taxes paid-in-anticipation divided by assessm-

rDistorted due to inordinately low assessments in 1980.

8Assumpt:ions underl

ying this measure make it not applicable to taxes collected almos!
exclusively in advance.

Average not applicable due to distorted data or extreme variability.
SOURCE: Tabulated from CENATRIN printouts,
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do not include these assessments. Consequently, the year in which the
bills fail to arrive or are unduly lste shows a high percentage decline in

assessments and the following effect recoveries in the same way, since in

the absence of the current roll ﬁhe previous roll is used for collections,
which are treated as payments in anticipation. Thus, the ratio of PPA to
assessments also is highly variable for the rural traditional taxes.

Total recoveries do, however, exhibit considerable variation, probably
due to local economic conditions which may make payment difficult in years
of poor harvest and to variations in the recovery efforts of 1local
territorial officials. The lower estimates of recovery rates, which
average around 60 percent, also display considerable year to year
variability. Again these rates are considerably higher than the standard
measure which falls as low as 7 percent for years in which our lower
estimate ranges from 55 to 72 percent. Here, especially, the generally
available standard measure of recovery rates is highly misleading and
indicates a problem of far greater severity than is actually prevalent.

The communal IFR operates entirely differently, being a nominative
roll tax assessed by tax agents. Its assessments display more normal
variations. Recoveries, however, behave similarly to those of the
corresponding rural taxes. A relatively low proportion is paid in
anticipation, and recovery rates are somewhat lower than for the
counterpart rural taxes, This is not surprising considering that the
communal IFR is collected at the local treasury from individual taxpayers
while in rural areas territorial agents collect the taxes from entire

villages during a single visit,
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One final direct tax that is worth a few remarks is the tax on
firearms. This tax is characterized by an unusual method of assessment and
collection in that firearms must be registered with the local office of
territorial administration. Thus, ownership of and tax liability for
firearms is well known and taxpayers particularly in rural areas tend to
pay in anticipation. Rural residents keep firearms to a far greater degree
than those living in communes. The record of firearms assessments shows a
degree of variation which is difficult to explain. Recoveries, too, are
extremely variable. Also surprising is that a tax on firearms in rural
areas generally raises about as much as is collected from the sum of the
tax on the rental value of residential premises in both the communes and
rural areas, and, in 1981 realized 41 million CFAF, half as much as was
collected from the rural patente. Further investigations of the firearms
tax is needed to account for these findings.

Central Domestic Indirect Tax Recoveries

As described above, the agents of the tax service have responsibility
for the turnover tax (TCA) and for the beverage license tax among Burkina's
indirect taxes. Customs agents deal not only with customs duties but also
with the consumption taxes on imported beverages, cola nuts, and petroleunm.
Agents of the tax service also have no involvement with such other domestic
indirect revenues as insurance and other registration fees, fiscal stamps,

and charges for central services.

As an ad valorem tax on transactions it is reasonable to expect tax
revenues for the TCA to move roughly in proportion to the general index of

national expenditure on procuction. 1In fact, the annual percent growth in
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collections from the TCA between 1977 and 1982 (17 percent) exceeded that
of nominal GNP (14 percent), of production in the secondary and tertiary
sectors, and of revenues from international trade (Table III-9). It should
be noted, however, that the increase from 1982 to 1983 was only 1.8
percent. Revenues from beverage licenses rose in 1982 in response to the
combining of the former local tax with the central tax and its assignment
to the central government. Growth in central service charges are highly
variable and the amount extremely modest.

Since the assessment and collection procedures for indirect taxes do
not result in tax bills for individual taxpaying units, there can be no
comparison of the relation between amounts owing and actual recoveries of

these indirect taxes.

Local Indirect Tax Recoveries

Chapter II explained in great detail the lack of comprehensive data on
indirect taxes, fees and charges of local authorities. The only systematic
data on indirect revenues for local authorities has already been presented
in Table II-3. It is derived by subtracting CENATRIN estimates of communal
and departmental direct revenues from SERPOCO figures on their total
revenues. The data are shown again here in Table III-~10 where the high and
irregular growth rates of departmental indirect revenues between 1977 and
1982 is contrasted with the low growth of communal indirect revenues.

Table II-13 and 14 presented figures for Ouagadougou and Bobo
Dioulasso showing that their major indirect taxes have grown very slowly
during the past decade. Only vehicle license fees have kept pace with even
the lowest growth in measures of economic activity which surely understate

the growth in these two leading communes.
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Table III-9

CENTRAL INDIRECT TAX RE:(DVERII'Bé 1977-1983
(in millions of CFAF) '
Canpounded
Annual Percent
Change
1977 1978 1979 1980 1981 1982 1983 1977-1982

1,90 2,344 2,144 2,906 3,492 4,887 4,974

(200 (=9 (36) (200 (H) ( 2 (16.8)
578 nrt 764 70 1,076 1,190 %60
(a8 7 (-6 (4 (1) (-19 ( 8.8)

397 520 515 787 815 (> 8%
158 209 282 2l 3N 553 U7y

() (3B (15 (64 (40) (-14) (20.1)
10 18 7 14 6 33 2
( 80) (-61) (100) (-57) (40) (- 3) (21.4)
12,681 13,353 13,536 16,144 17,788 20,581 18,217
( 95 (1N (19) ( 10) ( 16) (-12) ( 6.2)
831 B 1,036 1,213 1,020 839 8e2
( 3 (-18) (-16) (17 ( 6) (1) (-0.4)

2,888 3,123 3,884 3,134 3,319 3,518 6,000
(19 (13 19 (6 (6 (713

aFigur'es in parentheses are annual percent dhange.
SOURCE: Direction Ganerale du 3udiget, Ministdre des Finances.
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TABLE III-10

INDIRECT REVENUES (F DEPARTMENTS AND aémms. 1977-1983
(in millions of CFAF)

Campounded
Annual Percert
Change
1977 1978 1979 1980 1081 1082 1983 1977-1982
Departments 33 234 370 261 510 1,036 1,101
(-28) (58) (-29) (%) (103) ( 6) (2.7
Camunes _ 598 460 518 561 698 731 Th2
(-23) (13) ( 8) ( 24) ( 5 ( 2 (37
Total 1 6w 888 822 1,208 1,767 1,843
(-25) ( 28) -7 (un ( L6) ( (12.3)

aFigureﬁ in parentheses are anmnual percent change.

SOURCE: Calcuated fram data fram SERPOQD and CENATRIN printouts.
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Lack of data for rural areas is a great obstacle to definitive
statements about indirect tax recoveries. The difficult recent economic
conditions in these areas no doubt have affected revenues from market fees
and even vehicle registrations. Despite an average annual compound growth
rate of 23 percent for departmental indirect revenues over the period from
1977 to 1983, the rudimentary collection system fails to collect a
substantial portion of the revenue potential. For evidence supporting this
conclusion, we must rely on the analysis of the Department of the East
(Est) the commune of Fada N'Gourma and the sous-prefecture of Bogande
presented in our previous rather than on comprehensive study of all rural

areas (see Final Report, Phase I, pp. 183-194). Conclusions drawn from

this analysis indicate that potential revenue from fees and charges at
current rates were from 2 to 10 times actual recoveries from animal

slaughter fees, vehicle licenses and market fees,
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CHAPTER IV

EFFICIENCY AND EQUITY OF THE TAX SYSTEM AND
PROPOSED TAX REFORMS

Efficiency and Equity of Taxation

Chapter II describes sources and amounts of revenues and Chapter III
explains aspects of revenue administration in Burkins. Both chapters
emphasize local revenue. 1In this chapter these findings will be examined
and reviewed and recommendations suggested for reforms of the revenue
system and its administration. Before turning to reforms, however, several
issues related to the evaluation of tax systems need to be discussed. It
is conventional in studies of national tax systems to evaluate the system
from the perspectives of equity and efficiency.. These two considerations
are components of a more comprehensive conception of the requirements of a
good tax system which includes convenience for the taxpayer, responsiveness
of revenue to economic growth and rising prices, and administrative
feasibility. 1In fact, Chapter III has looked closely at the convenience,
responsiveness, and administration of Burkina's domestic taxes. Their
efficiency and equity, however, have not yet been examined.

The efficiency of a tax system is a concept grounded in the workings
of decentralized markets, It is held that, under certain conditions,
allowing individuals to make economic choices without interference leads to
maximizing gains from trade and hence to maximizing the potential welfare
of the society. An efficient tax, then, is one that does not distort the

prices that decentralized markets would produce. Such a tax has no effects
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on the economic choices of farmers, workers, business owners, investors,
consumers and others who make up the economy. Taxes which do affect prices
alter these choices and, consequently, reduce gains from trade. It is
these reductions which economists call the inefficiency of taxation or its
excess burden. It is impossible, in practice, to avoid some inefficiencies
in taxation because there are few taxes which impose no excess burden, and
those that are without excess burden, such as a head tax, are highly
inequitable. A realistic objective, then, is to avoid undue excess burden,
taking equity into account,

The conditions referred to above that have to be present for
decentralized markets to be efficient often do not prevail in developing
countries. Even when they do exist to the extent that market prices would
tend toward maximization of gains from trade, actual estimation of the
losses due to particular taxes requires considerable data regarding the
response of economic factors to the changes in prices brought about by one
or another tax. While there are some studies that attempt to quantify the
excess burden of taxes in developing countries, generally a simpler
approach is taken., The nature and provisions of the major taxes are
examined. Those taxes or features of taxes observed to have a particularly
strong effect in influencing prices or in other ways distorting private
decisions are identified, and the distortions described and evaluated.
Based on the distortions identified, analyses can be made to indicate the
revenue obtained from the distorting provision of the tax, the effects of
the distortion and its removal on income distribution, other objectives
attained as a result of the distortion, or the distortions imposed by

another equal yielding revenue source. While we would have liked to have
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conducted such an analysis of the tax system in Burkina, limitations

permitted only the identification of distortions as described in the next

section.

The criterion of tax equity 1s faer easier to describe, although
extremely elusive to evaluate. Equity in taxation refers to the amount of
tax paid by individuals, families or households in relation to their
capacity to pay taxes. Capacity to pay is generally measured in terms of
income. Equity, then, involves ensuring that those of equal capacity pay
equal amounts of tax anc determining the appropriate relative tax rates for
those with diftering abilities to pay.

Country tax studies sometimes examine the equity of the tax structure
as it actually operates. To do this they must assign the actual recoveries
from each tax to those in various income groups. However, because of the
difficulties involved in allocating the ultimate burdens of taxes among
those in various income groups it is more common to attempt the 1less
demanding task of estimating the effects on income distribution only of
proposed tax changes. Even this, however, requires many assumptions and
also necessitates having a representative survey of the population which
shows income by source and consumption patterns by income level in order %o
assign direct taxes on interest, dividends, profits, and property, and to
assign all indirect taxes. No recent such survey data exist for Burkina.

Lack of data, then, prevents a thoroughgoing analysis of Burkina's tax
system from the standpoint of efficiency and equity. What can be done,
however, as regards efficiency is to review the major taxes to see if there
are serious distortions created by their provisions. As for equity, it is

possible to select a number of representative taxpayers and estimate their
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direct tax burdens in relation to their incomes, assuming full compliance
with tax provisions. This provides an indication of what could be called
the "statutory" or "nominal" tax burdens implicit in the tax reguistions
rather than an estimate of actual burdens. While information about the
latter would be valuasble, the necessary data are not available. The
statutory tax burdens are, however, particularly useful for studying tax
reform since they reveal the burdens that would ensue from enforcement of
the tax code. Consequently, they reveal a good deal about the equity of

existing regulations and indicate the existence of inequities.

Analysis of Excess Burden

Although the focus of this study is on local revenues, it is important
here to examine excess burdens of both central and local taxes. In many
fiscal systems central grants constitute an important socurce of local
revenue. Thus, it is logical along with propbsals to increase rates of
local taxes, fees and charges also to consider raising central taxes to
finance such grants as a means of increasing local resources., Evaluation
of thes: possibilities requires awareness of the potential excess burdens
which would result frum higher tax rates, and consideration of whether
revisions of specific provisions of central or local taxes might reduce
excess burdens and, thereby, make rate increases less onerous. Of course,
in determining whether to propose particular changes it is also essential
‘to examine the level of tax burden, and this is done in the next section on
tax equity.

In the following discussion, for each tax there is a brief description
of its distorting effects, the nature of its excess burden, and a few

remarks about the possible seriousness of the burden in light of relevant



141

conditions in Burkina. The treatment of individual taxes is based on
traditions of tax analysis which cannot be explained in this study.1

There are a few key taxes and provisions of taxes in Burkina which
particularly stand out as potential sources of excess burden. Both the
apprenticeship tax (TPA) and the social security tax have the capacity to
reduce the demand for labor in the modern sector, which would be highly
undesirable in this country of such high unemployment. Tax regulations in
fact state that these taxes are not to be borne by the worker, and clearly
it is not possible to shift the tax to those paid the minimum wage. To the

extent, then, that employers do bear these taxes, their labor cost is

higher and they employ fewer workers.

Taxes on wage and salary income and those on interest, dividends and
profits now rise to marginal rates of 30 and 45 percent respectively.
These taxes are still levied on separate schedules. The higher the
marginal rates the greater are the benefits of balancing total income among
these sources. This provides an incentive for converting one source of
income, say profits, into another source, say interest, even if there is a
net reduction in _he total. It is difficult to judge the importance of
responses to these incentives, The effect of taxes on wages and salaries
on entry into the wage employment sector and on hours worked, which is in
any case ambiguous in its direction, is probably of little consequence in

Burkina where there is an excess supply of workers at the legal minimum

1For 3 discussion of the efficiency of taxation in developing countries see
Steven R. Lewis, Jr., Taxation for Development (New York: Oxford
University Press, 1984), pp. 76-87.




wage -and where hours of work in the modern sector are subject to uniform

regulation.

Indirect general sales taxes and excise taxes on selected items of
consumption are bound .to have excess burdens. The turnover tax (TCA)
favors saving over consumption, but its exemptions of food and other
necessities moderate this effect. Still, the high rate of 22 percent on
the taxable base must create a substantial excess burden for goods with
reasonably elastic demands. The effects of the selective consumption taxes
differ depending on the item taxed. Taxes on petroleum, particularly those
on gasoline and diesel fuel, can be thought of as benefit levies to cover
the costs of streets and roads and, thus, considered to have no excess
burden. Also, much gasoline is purch-~sed by foreigners for their final
consumption and impose no burden on Burkina citizens. At the same time,
some of this tax is imposed on fuel used for hoﬁe cooking and, here, the
tax distorts consumption toward other fuels and toward nonfuel consumption.
The nature of demand for fuel by commercial users is no doubt highly
inelastic so that no substantial excess burden ensues. Household demand
for fuel, particularly kerosene, is probably more elastic and the tax well
may increase the demand for wood for fuel, ti.us worsening an already
serious environmental problem.

Excises on alcoholic beverages and tobacco are sometimes justified as
controlling potentially harmful consumption and, thus, considered to impose
no excess burden from a social standpoint. More likely, the highly
Inelastic demand for these items results in little reduction in consumption
and, therefore, only modest private excess burdens. Tre recent substantial

increase in rates on domestic beverages, however, may significantly reduce
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consumption and consequently increase excess burdens among those with
modest incomes,

Among the remaining central taxes, the license fee for restaurants and
establishments selling beverages tends to reduce their number. This,
however, is probably not a serious source of excess burden. The tax on the
face value of insurance policies may have some unexpectedly negative
consequences. In a country where uncertainty is prevalent, a tax which
increases the cost of insuring against risk will reduce willingness to bear
risk and probably lead to lcwer levels of investment and other economic
activity,

Now, finally, we turn to those taxes which have particular impact on
communal and rural affairs. The standard tax (IFR) is a real world
1llustration of the kind of tax which has no excess burden. The imposition
of this tax changes no price and no alteration in the taxpayer's behavior
can alleviate 1liability for this tax. On the other hand, the patente
contains elements of potential excess burden. One applies to the "droit
fixe," the portion of the patente based on occupation. If the varying
amounts charged for different occupations are not roughly proportionate to
earnings, choice of less productive occupations might be made for tax
advantage. In Burkina there seems to be little likelihood of any
substantial such effects. The excess bu_r‘den imposed by the second element
of the patente, the "droit proportionnel," is potentially more serious.
This part of the tax is assessed on the rental value of business premises.
The sources of excess burden here are first, that this tax reduces returns
from capital and, second, that it taxes land and buildings but not the

equipment, including inventory, contained within. Thus, it provides
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incentives for employing more equipment relative to land and buildings than

would be economically efficient. The rate of the droit proportionnel

ranges from 8 to 12 percent and is effectively raised even higher in
communal areas by the tax on business premises (TVLP) and the surtax (CA)
which applies to the patente. The effective rate is high enough to produce
significant excess burdens.

Given the policy of rent control prevalent in Burkina, the taxes on
residential housing (CM, TVLH) reduce returns to investment in housing and
lower the amount of housing produced. The rate in urban areas of 3 percent
of annual rental value is probably low enough not to have much effect on
owner occupied housing. It surely has a far lesser effect on reducing
investments in rental housing than the current system of rent controls.

Within communes, one final tax having important distorting effects is
the registration tax on sales of property. The rate of 15 percent on land
and buildings is quite high and is likely to inhibit transfers of property
from less to more productive uses. Since it applies to property transfers
regardless of whether the sale produces a capital gain, the tax cannot be
defended as a means of capturing gains from urban land speculation.

Tax Equity

One important consideration remains before we can turn to a discussion
of potential reform of the tax system.in Burkina. Having examined the
efficiency effects of the tax system it is now appropriate to look at tax
equity. The question of equity concerns how "fair" is the distribution of
the burden of taxation. The general view is that fairness is best thought
of in terms of the fraction of income which is paid in taxes. It is not

obvious what a fair such fraction is, but the conventional view is that
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those with lower incomes should bear no more than an equal proportion of
tax to income than those with higher incomes, and that the proportionate
burden on the very poor should be lower than for those better off. Putting
into péactice the notion of comparing measures of tax burdens among
different groups of taxpayers confronts many difficulties., Determination
of the appropriate unit for analysis of comprehensive tax burdens is not
obvious, For extended families it is difficult to determine the
appropriate size or inclusiveness of the unit for which taxes and incomes
are to be aggregated. Another serious problem is deciding who ultimately
bears the burden of different types of taxes. Direct taxes generally are
assumed to be borne by those upon whom they are levied, but there are
arguments for attributing the final incidence of taxes on corporate profits
and on business and residential property either to users or to owners.
Imputation of the burden of indirect taxes is also somewhat ambiguous in
that they may be borne by consumers or by factor suppliers, although the
former are generally thought to bear most of the tax, However, to allocate
indirect taxes among consumers one needs detailed data on the distribution
of consumption of taxed items by income class--data not available for
Burkina.

Thus, for tax equity as for tax efficiency, a couprehensive or even
extensive analysis for Burkina would require collection of new data, a task
beyond the scope of this study. However, as with the previous review of
the efficiency of Burkina's tax system, a selective but revealing
examination of statutory tax equity for direct taxes in Burkina can be
developed. This takes the form of a eareful estimation of the direct tax
burdens imposed under the tax code for a selected set of taxpaying units,

each assigned an assumed income level, occupstion, and family composition,
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The strategy of assigning statutory tax liabilities cannot be applied
to indirect taxes, whose burden depends upon consumption and supply of
factor services. Lacking data on the distribution of consumption of taxed
items among households of different income levels, only the crudest
allocation of these taxes could be made. For the present analysis we
decided, therefore, not to attempt to do this.

A final reservation about this approach to the equity of tax burdens
is that it ignores distribution of the government expenditures financed by
the taxation. The progressivity of the entire fiscal system depends on the
distribution of the benefits of public expenditure as well as on the
distribution of tax burdens. To evaluate the equity of the overall net
effects of the fiscal system requires relating the balance of taxes and of
benefits received to different income groups. In practice, estimation of
the value of benefits of public expenditures received by those in various
income classes is a rather equivocal endeavor. These considerations,
however, are of tangential importance for our analysis which concerns
statutory rather than actual tax burdens.

Representative Direct Tax Burdens

The rationale behind this exercise is to determine whether direct tax
rates and other provisions of direct taxes impose reasonable and equitable
burdens on diverse taxpayers, Interest in this question arises partly
because it is important to understand the fairness of the tax system in
Burkina. At the same time, it is essential to know whether application of
the tax regulations would lead to the imposition of unreasonably high or
low rates on certain groups of taxpayers. Recommendstions urging stricter

enforcement of tax regulations can be supported far more enthusiastically

Provious Page Dluau
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if it can be shown that equitable results will ensue. On the other hand,
indications of inequity, either in the form of inordinately high or low
rates or unequal treatment of equals, call for reform of tax provisions
along with administrative changes.

Analysis. The analysis of representative tax burdens is quite
straightforward. A number of typical taxpaying units are distinguished.
These include rural farmers and a rural small merchant, urban workers at
the minimum wage (SMIG) and at 2.5 times the minimum wage, urban merchants
of various sized establishments, and a high-level salaried person. There
is no representation here for the large corporation whose tax liabilities
are the result of application of complex regulations and might include
substantial tax exoneration for investments.

Each taxpaying unit is assumed to have the same family composition--a
husband, wife and two children under age 15. Clearly, this is unrealistic,
but it permits comparison of tax burdens among homogeneous family groups.
A more extensive study would have to make allowances for differences in
family composition. Based on assumed income and urban or rural location,
further assumptions are made about monthly rental values, ownership of
vehicles, and other matters relevant to taxation. Here, we try to be
realistic, basing assumptions on our knowledge of local conditions in Bobo
Dioulasso and what are now the provinces of Hout and Kenedougou. Thus,
where rates vary by commune, those for Bobo Dioulasso are used, and
assumptions about urban rental values apply to this commune.

Finally, based on the assumed characteristics of the taxpaying unit,
its tax liability is calculated according to the tax code. Efforts have

been made to allow for deductions where appropriate, but no allowance is
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made for exonerations regarding the business (BIC) and noncommercial (BNC)
profits taxes. Tax liabilities have been calculated based on the tax
regulations in force before 1985 and for the new regulations established in
1985. The voluntary contributions of salaries of ecivil servants in effect
in 1985 have not been included as taxes imposed in that year.

Table IV-1 presents estimates of taxes owed by the various
representative taxpayers. Taxpaying units are grouped into cases which
include those in similar situstions. Central and local taxes are shown
separately and assumptions relevant to the determination of tax liabilities
indicated in the body of the table or in footnotes.

Case I concerns rural farmers who until 1985 were liable for the
standard tax (IFR) and its departmental surtax (ID) and little else. Under
the old system our typical farm family in the second zone should have paid
1,120 CFAF which was 1.2 percent of their assumed annual income of 96,000
CFAF. The repeal of the sixth category of the IFR entirely removes their
tax liability. A somewhat better-off farm family with an assumed income of
150,000 CFAF might pay, in addition to the IFR and ID, a livestock tax and
8 bicycle tax. Under these assumptions, their tax burden rises
proportionately with income. Liability of the better-off farm family for
the bicycle tax and the tax on firearms approximately doubles the share of
direct taxes received by local budgets.

Whether or not these two illustrations accurately represent the
majority of farm families, it seems clear that before the change in the IFR
farmers were obligated to bear only a very slight burden from direct taxes.
Their indirect taxes also were undoubtedly quite low since they purchase

few taxable items, except possibly a few bottled beverages.
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TABLE IV-1

SELECTED TAXES OWED BY REPRESENTATIVE TAXPAYERS,
1984 AND 1985
(in CFAF)

ASSUMPTIONS: (1) All provisions of tax code applied.

(2) All families consist of husband, wife, and two
children under 15 years of age.

Case I - Rural Farmers

Annual Income I=96,000 CFAF; 1I=150,000 CFAF.

1 II

Taxes 1984 1985 1984 1985
Central .

IFR 700 0 700 0

TBET (2 cows) -~ - 200 200
Departi.ental

ID (60% of IFR) 420 0 420 0

Bigycle (1) -- - 350 350

CcM - - - -

Armes -- - __600 600
Total Tax 1,120 0 2,270 1,150
Tax as Percent of Income 1.2% 0 1.5% 0.8%
Percent of Taxes to Local Budget 38% - 60% 83%

See Appendix Tables A-4 and 5 for explanation of taxes. A list
of abbreviations of the names of taxes is provided in the material
preceding the text.

bAlthough village residents are not formally exonerated from
payment of the contribution mobilidre they are rarely assessed,
unless the domjcile is constructed of permanent materials. No such
liability is included here.
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Table IV-1 (cont.), page 2

Case II: Small Merchant and Salaries Employee in Rural Town

(e.g., owner of general store and employee of a province)

Annual Income = 480,000 CFAF (40,000 CFAF/month)

Merchant Employee

Taxes 1984 1985 19864 1985
Central

IFR (4)3 3,800 3,500 -~ -~

BIC 47,000 71,000 - -

IUTS - - 35,900 40,000
Departmental

ID (60% of %FR) 2,280 2,100 - -

Patéente (5) 13, 440 13,440 -~ -~

CM 810 0 810 810

Motor Vehicle (Moped) 1,000 1,000 1,000 1,000
Total Tax 68,330 91,040 37,710 41,810
Tax as Percent of Income 14, 2% 19.0% 7.9% 8.7%
Percent of Tax to Local Budget 26% 18% 5% 4y

aRef‘er-s to category of IFR.

bPatente: Droit Fixe (fixed charge depending on category of
occupation) plus Droit Proportionnel (variable amount based on annual
rental value of premises). DF=9,600; DP = (48,000 x .08) = 3,840,

cContribution mobiligdre (domicile tax) based on annual rental value
of premises (48,000 - 7,500) x .02 = 810.
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Table IV-1 (cont.), page 3.

Case III: Small Merchant and Worker at Minimum Wage in Commune

(e.g., tailor and laborer)

Annual Income = 240,000 CFAF

Merchant Worker

Taxes 1984 1985 1984 1985
Central

IUTS - == 7,392 8,400
Communal a

Patente (7) 3,200 3,200 - -

IFR (5) 1,350 800 - -

CAb 795 740 150 150

CM o 1,000 1,000 1,000 1,000

TVLH 500 500 500 500

Voirie 125 125 125 125

Balayage 250 250 250 250

Bicycle 350 350 350 350
Total Tax 7,570 6,965 9,767 10,775
Tax as Percent of Income 3.2% 2.7% 4.1% 4.5%
Percent of Taxes to Local Budget 100% 100% 244 22%

8pF=3,200; DP None.
b

cTVLH=same base as CM; rate=.01.

CM=(60,000 - 10,000) x .2 = 1,000,


http:rate-.01
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Table IV-1 (cont.), page 4

Case IV: Middle Level Merchant and Salaried Worker in Commune

(e.g., tailor with premises and bookkeeper)

Annual Income = 600,000 CFAF (50,000 CFAF/month)

Merchant
1984 1985
Salaried
Private Market Private Market

Taxes Premises Stall Premises Stall 1984 198«
Central

IUTS -- - 53,856 61,2"

BIC 65,000 95,000 ' -- .
Communal a

Patente (5) 42,800 15,200 42,800 15,200 - -

IFg (u) 4,050 3,500 500 -

CM 2,200 2,200 2,200 2,20

CcA 4,900 2,145 4,850 2,090 270 27

TVLHC 1,100 1,100 1,100 1,10

TVLP 9,000 720 9,000 720 -- -

Voirie 125 125 125 2

Balayage 350 350 350 35

Motor Vehicle (Moped) 2,000 2,000 2,000 2,00
Total Tax 131,524 92,890 160,865 122,225 60,401 67,24
Tax as Percent of Income 21,99 15.5% 26.8% 20. 4% 10.1% 1.2
Percent of Taxes to

Communal Budget 50% 439 Ny 22% 1% 9%

a
Patente: (1) DF = 2,800; DP = 30,000; Total = 42,800. (2) DF = 12,800;
DP = 2,400; Total = 15,200.

bCM = (120,000 - 10,000) x .02 = 2,200.

®TVLP: Tax on rental value of commercial premises. (1) 300,000 x .03
= 9,000; (2) 24,000 x .03 = 720.
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Table IV~1 (cont.), p. &

Case V: High Income Shop Owner and Salaried Employee

(e.g., hair dressing salon and senior civil servant)

Annual Income = 1,500,000 CFAF (125,000 CFAF/month)

Merchant Salaried

Taxes 1984 1985 1984 1985
Central

IUTS - - 202,752 230, 400

BIC 290,000 410,001 - ~-
Communal

Patente (2)2 108,000 108,000 - -

IFg (1) 15,550 15,000 - -

CM 7,000 7,000 7,000 7,000

CA 13,055 13,000 700 700

TVLH0 3,500 3,500 3,500 3,500

TVLP 18,000 18,000 - -

TV 125 125 125 125

TB 500 500 500 500

Motor Vehicle (Auto) 12,000 12,000 12,000 12,000
Total Tax 467,730 587,675 226,577 254,255
Tax as Percent of Income 31.1% 39.2% 15.1% 16.9%
Percent of Tax tc

Communal Budget 38% 30% 11% 9%

patente: DF = 48,000; DP = 600,000 x .10 = 60,000.
®cM (360,000 - 1,000) x .02 = 7,000.

“TVLP 600,000 x .03 = 18,000.
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In Case II the taxable parties still reside in a rural area. One, a
small merchant, perhaps a tailor, is assumed to net 480,000 CFAF per year
in profits. The other is an employee, say of the province, who has a
salary of the same amount. The figures show a doubled tax burden imposed
by regulations on the merchant over the wage earner. This extra burden is
a combination of taxes on the profits, the patente, and the IFR all imposed
on merchants' net earnings. Altogether the merchant family's tax liability
in 1984 was 14.2 percent of their income and rises to 19 percent in 1985,
In contrast the wage earner pays only 7.9 percent in 1984 and 8.7 percent
in 1985. Further, the merchant contributes 26 percent of taxes to the
department in 1984, while the departmental share of the employee's taxes is
less than 5 percent,

The overall tax rates do not appear to be inordinately high. After-
tax income remains well above the net annual minimum wage of about 240,000
CFAF. Nevertheless, the question arises as to whether it is intended that
the family of a small merchant should bear twice the burden of a worker's
family of equal income, or that the merchant should bear so much greater 2
share of departmental expenses, Two arguments might be raised here in
support of the disproportionate sharing of tax burdens. One is that the
merchant imposes certain costs on the central and rural authorities for
administrative and other services and consequently should pay more. Also,
it might be contended that the merchant can pass the BIC and the patente on
to consumers and, thus, transfer the burden to those who patronize the
merchant. These arguments might better apply to communal merchants who may
receive some modest public services. In rural areas it certainly is not

the case at present that small businesses receive protection, garbage



156

collection, or street maintenance. Of course, it is also the case that
frequently these taxes are not paid. If merchants paid their taxes
according to regulations which assessed them more heavily to cover costs of
local services, they would be entitled to expect to receive services in
return.

The second justification for the high nominal tax rates on merchants
stems directly from the fact that these taxes generally are not paid.
Therefore, it is argued, rates must be high to recoup substantial revenue
from those who do pay. This point of view may have some merit in light of
the dire need for revenue, but undermines development of any spirit of tax
compliance. Perhaps what is called for is gradual reduction in these rates
as enforcement procedures are improved, although one might also consider 3
reduction in rates simultaneously with a "big push" effort at improved

enforcement ,

The analysis of direct tax burdens now shifts to residents of urban
areas. Case III concerns two taxpaying units with income at the minimum
annual wage. One is headed by a wage earner, the other by a small merchant
with no fixed place of business, such as an itinerant tailor. Here, the
results show the wage earner paying slightly more than the merchant,
although both incur tax burdens of less than 5 percent. Tn. merchant's
burden is much lower in this situatiqn than in Case II because in Case III
it is assumed that the merchant falls into the seventh category of the
patente where it is not customary to impose the "droit proportionnel" on
the rental value of premises, since, in any case, there is no fixed place
of business. This also excludes the merchant from liability for the BIC.
Consequently, the wage and salary tax due on the earnings exceeds the sum

of the Eatente and IFR for the merchant.
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One of the striking features of Case III is the high proportion of tax
liability accruing to the communal budget. For the wage earner it amounts
to a quaéter of the tax, but is 100 percent for the merchant, who is liable
for no direct taxes that accrue to the national budget. This high communal
share of statutory tax liabilities in urban areas extends to other business
taxpayer units as is shown by Cases IV and V. This ensues because the
patente, the tax on business premises (TVLP), the taxes on housing premises
(CM, TVLH) and the communal surtax (CA) all are assigned to the commune,
and these taxes, when applied according to regulations, are not trivial.
For example, the overall statutory tax rate on business premises in Bobo
Dioulasso is 14.4 percent of rental value and the rate on the rental value
of housing premises is 3.3 percent. To this is added the fixed rate on the
patente plus the 10 percent communal surtax.

If statutory direct communal taxes are such a high share of total
direct taxes, as discussed in Chapter II, why are communal directi tax
recoveries only 10 percent of central direct taxes? Part of the answer is
that taxpayer identification is far more complete and recovery rates close
to 100 percent for those subject to the withheld tax on wages and salaries
whose proceeds go to the central government., Also, larger businesses pay
the BIC whose proceeds also g0 to the central budget. At the same time, a
far smaller proportion of those liable for the communal taxes are
identified, and when they are it appears that tax liabilities for such
taxes as the CM and the TVLP are substantially underestimated. Finally,

recovery rates for local taxes hover around 25 percent,
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Case IV begins to reach moderate income levels. The contrast here is
between a salaried person earning about 2.5 times the annual minimum wage
and a rela“ively large merchant, say a proprietor of a small jewelry and

watch repair shop with profits equal to the assumed earnings. Here again

the effect of the business profits tax plus the patente and the business
premises tax (TVLP) combine to produce a more than double tax burden for
the merchant,

For illustrative purposes Case IV also shows in parentheses the
patente, TVLP, and the CM of a similar merchant who has a market stall
instead of privately rented premises. Not only is such a person fortunate
enough to pay lower rent, but his tax burden is appreciably reducci as
well. Given their extremely low rental charges, obtaining a market stall
confers considerable financial advantage. Consideration should be given to
Increasing charges to make them comparable to private rentals.

The total tax rate in relation to income for the worker earning
600,000 CFAF per year is 10 to 11} percent. This does not appear excessive.
For the merchant, with the new tax schedule in effect, the rate exceeds 25
percent. At an income level still modest in :psolute terms this is a
substantial burden, although it is doubtful that margipal rates are high
enough to dampen incentives.

Finally, in Case V high income. urban taxpayers are examined. A high
.Salaried government or private sector employee assumed to earn 1.5 million
CFAF annually is compared with a successful merchant, say an owner of a
hair dressing salon, with profits equivalent to the assumed salary. The
tax burdens continue to be about double for the merchant, but now have

risen to close to Y40 percent. This rate begins to be quite burdensome.
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Associated with the higher income is a greater rental value of housing and
the significantly higher communal taxes that g0 with this and the
possession of an automobiie or truck. Still, although the absolute amount
of communal taxes per taxpaying unit rises with the increase in income, the
share declines. This is a reasonable result given that the progressivity
of the BIC is greater than that of communal taxes, which at most are
proportional. The results here, however, depend on our assumptions about
rental values of residential and commercial premises at the different
income levels.

Implications, The analysis of tax burdens is quite revealing.

Application of statutory tax provisions indicetes that tax burdens do not
appear to be unduly high. Those with extremely low incomes are liable for
less than 5 percent of their incomes for direct taxes. As incomes rise
direct tax burdens increase, but even for wage and salary earners at the
upper end of the distribution, direct tax rates do not exceed 16 percent.
It is true that these high income taxpaying units do pay heavy indirect
taxes on their consumption of imported goods and some domestic items. But
the need to restrain imports and devote domestic production to meeting the
most urgent needs dictates this policy. The major inequity in direct tax
rates for the selected 8roups of taxpayers clearly is the higher burden
placed upon merchants and those who earn their income through activities
taxed by the BIC and patente., This systematic effect may be justified as
recovering local service costs or as a revenue raising compensation
necessitated by poor taxpayer identification, assessment, and recovery

from many liable for these and other taxes.
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Another revelation of this analysis is the higher legal liability for
taxes on housing premises at all levels of income than are being assessed
in major communes. Even the families of those earning at the minimum wage
should be paying at least 1,500 CFAF per year for this tax in Bobo
Dioulasso and Ouagadougou. This, along with the other communal direct
taxes, constitutes a statutory basis for tax liabilities which, if
recovered, would provide a good start toward meeting communal expenditure
requirements,

The relevant conclusion here for quesiions of tax reform is that the
provisions of the direct tax system contain no overwhelming inequities,
Consideration, however, should be given to the inequities as well as the
inefficiencies occasioned by the apparently higher statutory rates imposed
on income from sources other than wages and salaries, particularly from
business profits. Despite this matter, moves to improve tax administration
or to increase tax efficiency can be put forward without undue concern that
they are promoting the enforcement of a highly inequitable tax system.

Recommendations for Tax Reform

Tax reform encompasses several issues., Discussed first are questions
of changes in the rates and other provisions of taxes. Then, available
data and data management related to taxation are reviewed and proposals for
needed improvements discussed. Finally, a set of recommendations is
presented for dealing with problems of tax administration‘in Burkina.

Tax Provisions and Tax Rates. As discussed in Chapter II there has

been a long-standing agenda regarding changes in rates and provisions of
the tax system of Burkina. This has mostly concerned the "modern" taxes of

the central government, primarily the BIC, TCA, import duties, and
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consumption excise taxes. Here, attention is focused on reforms of those
taxes that have a particular "local" character such as the patente, the
IFR, the various property-related taxes of the communes and provinces, and

the fees and charges of these local authorities.

H-Changes in Existing Taxes. The analysis of representative

taxpayers showed that the statutory rates of local direct business taxes
are substantial, especially if considered in combination with the recent
increase in the central government's business profits tax (BIC), At the
Same time, these taxes are among those for which high rates have potential
for substantial excess burden. Thus, there seems good reason to review the
impact of the total package of business related taxes in Ouagadougou and
Bobo Dioulasso with a thought to reducing statutory burdens on medium sized
commercial establishments while improving enforcement at the same time.
Exonerations for new establishments and for investment of profits by
existing businesses may reduce these rates and, thereby avoid negative
incentives for expansion and the inequities in comparison with taxation of
wages and salaries, Still, this area seems worth investigation.

While direct taxes on businesses may be comparatively too high, it is
clear that the rates of many local fees and charges are too 1low. In
addition, central service charges may also need re-evaluation as has
recently been don2 for overnignht stays in hospitals and clinics. The
analysis of revenues from local fees and charges shows that almost 90
percent of local fees and charges are derived from vehicle licenses, market

fees, and fiscal stamps. Small additional amounts are obtained from

services related to livestock.



162

Fees for motorized vehicles, especisally those for automobiles and
trucks, can be considered as charges related to the costs of maintaining
streets, roads, and of other public services provided to motorists.
Thought of this way, these rates should rise with inflation. Higher
vehicle fees either will be passed through to consumers of transportation
services and transported items or assumed by motorists who are likely to be
in the higher income classes. Rates shéuld continue to be higher in
communes than in rural areas to reflect costs. Raising fees for mopeds and
motorcycles in urban communes may be Jjustified as covering some of the
external costs imposed by the proliferation of these vehicles in the center
of the communes and as a disincentive for their acquisition. A stronger
case for such increases is possible now that public transportation is
available in Ouagadougou and to some degree in Bobo Dioulasso.

The case for increasing registration fees for bicycles or for carts is
less strong. First, bicycles and carts use available roads and do not
contribute substantially to their deterioration. Second, in rural areas
they are a vital means of transportation related &to production and taxing
them has the effect of discouraging the use of a capital input. In urban
areas bicycles like mopeds are a means of getting to and from work and, in
the absence of public transport, can be essential.

Arguments ir favor of incr'easin_g charges for market stalls are less
equivocal. There is no doubt that market fees for central markets in
Ouagadougou and Bobo Dioulasso are far too low. The daily charges for
selling in the marketplace range from 25 to 100 CFAF and market stalls rent
from 1,000 to 4,000 CFAF per month. These charges are trivial and are

probably substantially below the marginal costs of police and garbage
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services related to their use. Further, for prime locations in the central

area of the city, public markets should ration their scarce places in
accordance with rates paid for private rentals in the same area to promote
efficient use of scarce sites. This also would increase communal revenues
which could be used Lo finance improved services for the markets. Sellers
displaced by the higher rents might be accommodated in peripheral markets,
whose expansion or construction should be based on an evaluation of costs

and benefits,

Market rates in other communes and in rural areas also probably are
too low. Here, both the monetary and opportunity costs of providing
markets is considerably less than in the major communes, but the benefits
of having a market stall surely outweigh the charges of from 5 to 50 CFAF
per day. While there may be some excess burdens attached to raising
market fees in these areas, the revenue gains to places with so few other
sources of local revenue seems worthwhile.

At first glance, adjusting animal slaughter and inspection fees for
inflation seems appropriate. Slaughter fees, which range from 25 to 175
CFAF appear to bear 1little relation to the value of the animal or to the
cost of maintaining slaugh*er facilities or to the time spent by the
veterinary nurse who performs the inspection. However, the inspector
serves an important public health function and, clearly, fees should not be
allowed to rise to the point where butchers prefer the risk of evasion to

the payment of the fee. Fiscal stamps, too, are intended to reflect

costs--in this case the administrative costs of official documents.
Registration of such vital statistics as births, deaths, and marriages and

official acts serve social as well as private purposes, These
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considerations argue against a strict policy of increases in line with
Inflation here as with animal fees, but they should be increased from time

to time to adjust for considerable increases in price levels,

~~New Fees and Charges. One of the objectives of this study was

to examine possibilities for the development of new local fees and charges.
Most revenue sources employed in developing countries are utilized in
Burkina to some degree. Water (0.N.E.) and electricity (SONABEL) service
within local areas--so far only in vommunes--are administered by autonomous
central public utilities and, charges are levied for both installatjion and
consumption. This study has not examined details of financing and charging
for these utilities since they operate under autonomous budgets. Urban
public transportation has Just started in Ouagadougou and Bobo Dioulasso
under central supervision. Fare schedules are still in a trial period.
Urban property registration and zoning 1is also a central government
responsibility, conducted through the national Land Registration Service
(Service des Domaines). The development of urban housing tracts and the
provision of basic public infrastructure for residential housing are
crucial aspects of urban land use policy. Complex arrangements for
charging all or a substantial portion of the costs of these services to
those who benefit from them have been advanced and applied in some
countries to finance zoning, streets, sanitary systems and related
infrastructure. The World Bank has provided support for such a project in
Burkina. This is another important area where changes to beneficiaries can
and should substitute for expenditure from general tax revenue, As zZoning
proceeds in communes, procedures should be followed which impose costs on

the beneficiaries of these services rather than on taxpayers in general.
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Two further areas of potential use of fees and charges are for primary
and secondary education and outpatient health services. Some developing
countries have established school fees for primary and secondary education.
Burkina has not done so, but loecal communities and parents of school
children do provide considerable resources for primary schools through
local construction of school premises and purchases of school books and
other supplies, Although it is not official policy, in the absence of
central funds in many areas a modest fee of 1,000 to 1,500 CFAF is charged
parents for purchase of basjic supplies. Children whose parents do not pay
are not provided with paper, pencils and other materials. The World Bank,
in a recent report, concludea at an option for Burkina was a school
"cess" levied locally for school maintenance and supplies,2 managed by
teachers and parents,. They recommend this fund be based on families'
ability to pay; unfortunately, ability to pay in rural areas is difficult
to Jjudge and determination of which families to include would be
questionable. Pupils do pay for private secondary schools, some of which
receive subsidies equal to half of tuition, Expansion of the private
instead of the public sector here holds down government finance of
secondary education and imposes a greater share of costs on users.,

As regards hospitals and local health services provided through
dispensaries, the present government advocates charges for inpatient
overnight stays in hospitals and clinics, but no charges for outpatient

visits, Patients already bear a substantial portion of the costs of

2Upper‘ Volta, Upper Volta: Investment in Human Resources Country Economic
Memor'anq_u_m_, September 5, 1983, p. 78.
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treatment through purchase of medicines and as a result of travel costs by
rural patients, and additional charges appear to be unwarranted. Also, if
charges were required at dispensaries there wuuld be serious problems of
their transmittal to appropriate authorities, and assuring their use to
provide medicine and other supplies to the dispensaries for which the
charges were nollected.

Based on these considerations, the present study concludes that there
are no major untapped opportunites for the use of fees and charges.
Rather, what is needed is Jjudicious increases in certain already
established local fees and charges and attention to opportunities for self-
financing of urban housing infrastructure, education, and health services,

Finally, as mentioned above, there are some important reasons for
reconsideration of the registration tax on the transfer of property. The
use of land and buildings is already taxed, and there is no significant
amount of unused privately owned land in urban areas. Consequently, the
transfer tax is an additional burden when transfers occur rather than a
compensation for an otherwise untaxed activity. Why such transfers should
be taxed above an amount to cover the costs of reregistration is unclear,
The high rate of 15 percent must discourage or delay some such transfers
whichi would shift the use of the property from less to more productive
uses. Such inhibition on efficient use of land and structures can retard
urban development.. It is recommended that consideration be given to

reducing this tax, perhaps to no more than 10 percent,

Reorientation of Tax Sources. One often recommended method of

increasing local revenues is the transfer of a particular tax or set of

taxes from the central budget to local authorities. In some cases,
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reorientation of the tax source involves the transfer of assessment and
collection authority from agents of central administration to local
employees. In other cases, assessment and collection continue to be
administered by central services and only the receipts are returned to the
locality from which they originated.

A review of the issue of transferring national taxes to the localities
in Burkina presents no strong candidates for transfer other than the
licence. Prior to 1981, there existed both a direct tax on the wholesale
and retail of beverages and an indirect tax on the sale of beverages for
immediate consumption. The direct tax (la contribution des licences) which
benefitted local budgets was abolished in 1981, resulting in a major loss
of revenue for communes and departments. Revenues from the indirect tax
(licences de dbits de boissons consommer sur place) are sent to the
Receiver of Indirect taxes and credited to the national budget.

There are several considerations that support the return of this
revenue source to the localities. Operators of establishments--bars and
restaurants--liable for this tax benefit from a variety of local services
including security, sanitatinn, and street maintenance and repair. Their
activities also occasion substantial costs to the localities for public
hygiene, security and sanitation. Furthermore, the licence is a relatively
inexpensive tax to administer, requiring little technical skill on the part
of census agents, and it is easy to enforce since the location of
establishments liable for the tax are known to treasury, security and tax
agents, Transfer of the licence to the localities would also have the
salutary effect of encouraging stricter control of clandestine bars
(buvettes) operated out of courtyards and private domiciles which usually

escape taxation under the present system,
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At present, the licence is an indirect tax; that is, there is not a
nominative tax roll from which tax bills are prepared and sent to
taxpayers., Instead, tax payments are made by the taxpayer at the beginning
of the year--quarterly installments are also allowed--and sent to the
Receiver of Indirect Taxes in Ouagadougou or Koudougou. This being the
case, it may prove difficult to identify the location of the taxpayer so as
to allow for the reorientation of receipts to the locality of origin., If
this tax is transferred to local budgets, it should be administered as a

direct tax.

Data Collection and Management. The lack of accurate, comparable

data is a most serious obstacle inhibiting clear identification and
quantification of the nature and source of fiscal difficulties. On the
other hand, data are useful only if there is a genuine willingness to
change unsatisfactory elements of the system. As has been mentioned
throughout Chapters II .and III, there are no official figures on the
detailed direct and indirect revenues of communes and rural authorities.
J.gures available on one or another component of these revenues from
alternative sources frequently show substantial difficulties,

Other potentially useful data regarding tax assessment are simply not
tabulated. For example, CENATRIN's tabulations of amounts paid in advance
(PPA) and of assessed amounts not paid in advance (PCN) do not reveal the
amount of tax liabilities which result from the assessment activities of
tax agents, nor of the amount paid in advance by those not assessed by tax
agents. Further, the local tax agency does not maintain data on the number
of taxpayers assessed by type of tax or of the numbers of tax forms (FIM)

filed with CENATRIN or prepared for those who pay in advance (FDC). These
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data would indicate trends in the activities of specific tax offices and
could be used in allocation of personnel.

As regards tax collection, similar absences of useful tabulations are
observed. Although CENATRIN provides a summary role of those liable for

the BIC and patente, the collector's office (perception) makes no-year-to

year comparison of these rolls nor doesrit keep track of whether or not tax
bills have been delivered to taxpayers, Consequently, there is no
information contrasting recovery rates for those who do and do not receive
their tax bills. Such information has obvious value for establishing a
strategy for improving tax recovery rates.

As with all recommendations, proposals for improvements in data
related to revenue must not entail policies whose costs exceed their
benefits. As regards tax data in Burkina this cautions against policies
which advocate amassing information which will not be used or whose
requirements exceed the present capacity of the system to so great an
extent that they would be enormously costly. With this in mind, the area
of first priority clearly is increasing the consistency of figures on local
revenues by revenue source. The goal here should be an official set of
figures pubiished year by year for each local authority, whether province
or commune, showing its revenues by detailed source. A great stimulus to
improved data collection, reporting, and analysis would ensue fronm
requiring SERPOCO to produce an annual report along these lines. 1In the
report, previous figures would be revised as inconsistencies and errors
were corrected and it would contain a discussion of problems and issues

regarding fiscal data of the local authorities.
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- However, without immediate steps to improve the present system of
collection and reporting of these data the widespread inconsidtencies and
errors would remain. These stem from several factors. Local collectors,
particularly those in sub-regional treasury units (perceptions) need
further training in proper accounting and recording of collections and
closer supervision from the regional treasuries. A serious cause of
confusion and inconsistency is that too much time passes befoure reports on
annual local receipts are reviewed at SERPOCO and errors called to the
attention of local officials, While SERPOCO should have responsibility for
the official report on revenues of local authorities, the regional
treasuries should be responsible for assuring consistency and
comprehensiveness of the figures for those local authorities within their
geographic regions. These treasury units are far closer to the scene than
SERPOCO and should make use of communal and provincial officials in helping
them monitor, review and summarize the fiscal data before they forward it
to SERPOCO. SERPOCO should then promptly contact the regional treasuries
regarding questions and problems.

The second priority is the tabulation into useful form of data already
available. From the perspective of the Tax Service and its local fiscal
divisions, tabulations can be made from forms submitted to CENATRIN that
would show for each direct tax: (1) numbers of assessed taxpaying units;
(2) total number of taxpaying units; (3) amounts of tax liability for
assessed units; (4) amounts of taxes paid by units not assessed;
(5) amounts of taxes recovered from assessed units; (6) total recoveries;
(7) the frequency distribution of taxpaying units in relation to tax
liability for individual taxes. These tabulations could be made for the

entire nation for provinces and communes and for individual perceptions.
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The absence of tabulations such as these, for which computerized data
presently exists, is a serious handicap to the development of strategies
for improved revenue administration. Accurate information on such matters
as which taxes have large numbers of small taxpayers and which have strong
or poor records of recovery after assessment, is essential to determining
where to concentrate resources of the Tax Division. This same kind of
information, but disaggregated to local areas, 1is vital to decisions on
Such spatial dimensions of tax administration as location of tax agents and
alldcation of material and supplies.

Another valuable use of detailed tabulations from CENATRIN data on
numbers of taxpayers and assessments for individual fiscal divisions is
that it would provide a quantitative basis for the year to year evaluation
of taxation within the region. Substantial variations in numbers and
assessments from one year to the next would inevitably come to the
attention of those in charge and explanations sought. At present, neither
CENATRIN nor the local fisczl division maintain data to permit this. Aiso,
Such data can be used to evaluate performance of tax agents and the
effectiveness of innovations in tax procedures.,

Direct Tax Administration: Identification and Assessment. As

regards taxpayer identification and as3essment, problems differ
Substantially between rural and urban areas. In the rural areas the major
difficulty is the identification of the relatively few taxpayers liable for
the patente and the domicile tax (contribution mobilidre). Even if
resources could be made available it js doubtful that tax censuses of these
areas would be cost effective, A productive strategy here already

partially in effect is for local units of the CDR to identify by name and
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location téxpayers whose situation suggests that they might be subject to

the patente or the domicile tax. Tax agents could check their records and
arrange to visit those rural towns which appeared to hold the most

potential for augmentation of the tax rolls, To do even this, however,

would require allocation of additional resources to the local fiscal

divisions.

In communal areas the problems of identification and assessment of
those owing the patente does not appear serious. Rather, the major
shortcoming is the failure to identify and, especially, adequately assess
the domicile tax. The problem here appears to be twofold, although lack of
data makes this somewhat unclear. There is no doubt that the amounts
assessed on those identified as liable for the CM are almost invariably too
low. This probably reflects the failure to increase the assessment
(liquidation) as rents increased with inflation and higher demand for
hougsing in the communal areas. In addition, it is clear that in unzoned
areas of these communes virtually no CM is now being assessed,

A general problem, then, in identification of taxpayers in communal
areas is the lack of a cadaster. Almost all communal taxes are related to
location of residences and places of business. Without a full wrapping of
communal territory it is impossible for tax agents' censuses to discover
all taxpayers. The benefits of cadastral surveys of Ouagadougou and Bobo
Dioulasso are well known, but so are the costs. Instead, the present
government has opted for establishment of comprehensive lists of domiciles
and other structures and of their occupants prepasred with the aid of the
CDRs. For tax purposes these lists serve some of the same purposes as a

cadaster,
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In the two major communes the domicile tax (CM) along with its surtax
(TVLH) should produce tax liabilities equal to 3 percent of the rental
value of housing (with a deduction of 10,000 CFAF per household)., The
potential usefulness of more complete identification and accurate
assessment of urban taxpayers is revealed by data which shows that over the
past few years assessments fall considerably below any reasonable estimates
of this rental value. 1In fact, a reasonable tax base for an urban commune
is provided by these domicile taxes, along with the various taxes levied on
the rental value of business premises,

Here, recommendations are for including the entire communal area in
the assessment of the domicile tax. Even those living in temporary housing
outside the zoned area are legally liable for this tax. While it may
appear unfair to tax poor urban residents, they do share in the benefits of
communal services and should share some of the costs. {his not only
Supports maintenance of minimal service levels but provides some
disincentive for the unsupportable migration into urban areas, More
important is to assess those in the zoned area at a rate based on a proper
measure of the rental value of their dwellings.

The potential for revenues from four existing taxes related to
residential property in Ouagadougou and Bobo Dioulasso greatly exceed
present assessments. The average assessed tax liabilities for these taxes
in 1982 and 1983 were 108 million CFAF in Ouagadougou and 33 million CFAF
in Bobo Dioulasso. Conservative estimates suggest that potential tax
liabilities for these taxes in Ouagadougou amount to close to 195 million
CFAF and in Bobo Dioulasso to 100 million. Recoveries, in both communes,
however, are extremely modest amount.ing to about 30 percent of assessed

liabilities and 17 and 12 percent against the estimated liabilities.
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These tabulations are evidence that the provisions of existing
communal taxes on property establish a potential tax base which could
provide a considerable increase in revenues for the two large communes.
These residential based taxes along with the other communal direct taxes

constitute, if not a fully adequate base, one which does not appear to
require increased direct tax rates or additional direct taxes. Once better
enforced and reassessed from time to time, these revenues will respond to
inflation and economiec growth because they are set as a percentage of a
base which is responsive to these factors. One exception here is the
communal public works tax (voirie) which probably should be at least
doubled from its present rate of 125 CFAF per household. These conclusions
about stable rates should not be taken to apply to communal fees and

charges whose response to inflation is discussed above.

Direct Tax Recovery, The most serious difficulties for the

Burkinabe tax system remain in the area of tax recovery. As has been said
above, the collectors' offices in the regional and local treasury are
simply places which record payment of taxes by those who pay in person.
There is some effort to deliver tax bills, but no major concern if they
remain undelivered. We were unable to reach a clear conclusion regarding
the usefulness of an effort to improve the delivery of tax bills to
taxpayers. In casual conversation, assessed taxpayers would say they had
not paid their taxes because they had not received their tax bill and that
they were not going to the tax collector's office to get it. However,
unless one has need for a tax certificate, there is no incentive to pay
even if a tax bill has been received. Thus, we are not prepared to

advocate a special program requiring the use of scarce resources to deliver
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the tax bills, However, there are some inexpensive measures which may be
taken to improve the distribution of the bills, One is to have the CDRs
act as a mechanism of distribution. Members of these locally based
organizations are likely to know the location of taxpayers and could be
entrusted to deliver bills. Another possibility would be for the tax
agents to deliver the previocus year's undelivered bills during the course
of their annual census,

Of course, before the tax bills can be delivered, they must arrive at
the local treasury from CENATRIN. Frequently, the bills come extremely
late. This not only prevents timely distribution but adds to the work of
the tax agents., If there is no bill on hand for a taxpayer who wishes to
pay, a tax agent must reassess the taxes due and also compute the actual
tax liability.

Our study did not permit us to analyze che effect of receipt of tax
bills on payment. However, at present the most serious shortcoming of the
system of raising direct revenue for local authorities clearly appears to
be the lack of enforcement. The first and foremost requisite for improved
enforcement. is to change taxpayer attitudes about their obligation to pay
taxes. This involves educating taxpayers about the purposes of taxation
and the time schedule for payments. 1In addition, however, aanctions need
to be imposed on those who do not pay, and as things now stand there is
virtually no reason other than civie duty for anyone to pay the domicile
taxes (CM, TVLH), local works tax (voirie) or the street cleaning tax
(balayage). Failure to pay brings no sanction. It is here that the GOB
must decide whether or not it js prepared to take the necessary steps that
reinforce education in bringing about a spirit of tax compliance among its

population,
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Those who have studied this problem are unanimous in their agreement
that to achieve reasonable levels of tax compliance the force of existing
sanctions must be applied in a selective way across a representative group
of taxpayers.3 This means that fines, closing of business premises, and
confiscation of goods and equipment has to be applied in a conspicuous way
to enough delinquent taxpayers to engender a sense that failure to pay
taxes can lead to serious consequences, Whether a government has the will
and confidence in its public support to undertake these measures is the

crucial question.

Administration of Local Fees and Charges. In an earlier section of

this chapter increases in market fees, some motor vehicle licenses and a
few other fees and charges were recommended. Whether or not these rates
are increased, the fact remains that current collections are far below
reasonable estimates of amounts owed. This is a bit surprising because the
local agents assigned to assess and collect these fees have the incentive
of being paid a percent of their collections. One frequent exp:unstion is
that supervisors do not ensure that collectors' positions are staffed and
that proper receipts and other forms are not available. Anoth»r possible
cause is that potential payer and collector often reach an agreement in
which less than the full charge is paid and the proceeds not turned in.
While the payer does not receive a tax receipt enforcement is lax enough to

warrant this behavior.

3See Alex Radian, Resource Mobilization in Poor Countries: Implement.ing
Tax Policies (New Brunswick: Transaction Books, 1980).
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Recommendations here are for increased attention to local supervision
and administration of fees and charges. Reasonable quotas for collection
should be set and revised in light of experience., Persistent failure to
achieve quotas should be grounds for dismissal unless reasonable

explanation is given.
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CHAPTER V

CENTRAL AND LOCAL EXPENDITURE

Introduction

The public sector in Burkina is extremely important economically as a
user of scarce resources, provider of essential services, and regulator of
private and public enterprises. This study, concerned particularly with
the provision of locsl puSlic sarvices, consequently, focuses on public
expenditures for the operational expenses of government and agencies whose
purpose is to provide services to local residents and for investment in
related infrastructure. The services of interest here are those which
affect the daily lives of citizens and whose benefits are limited to those
who reside in reasonably close proximity to the locus of service provision,
While benefit areas vary for different local services, their distinguishing
characteristic is the limited area within which benefits from a given
service providing unit are obtained. Examples of such services include
primary and sometimes secondary education, health, local administration and
security, local streets and roads, sanitation and water supply.
Agricultural extension, credit, and corperative organizations are also
local services, but this study does not examine them in detail.

There are, of course, other vital functions served by government
expenditure. Among these are defense, research, secondary and higher
education, foreign affairs, and social security and other transfer
payments. These expenditures, however, do not require local operating

units. Since their benefits do not depend on the location of beneficiaries
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they can be performed at one central location or at a few selected
locations.

Throughout the world, local services are organized according to one of
two basic alternative arrangements, One, generally termed
decentralization, establishes local authorities which possess legal rights
to raise revenue and incur expenditure to provide those kinds of services
which require local delivery units. Under this arrangement local
authorities use their taxing powers to acquire the revenues that allow them
to develop the organization and administrative capacity for service
delivery., That is, they finance construction of the necessary capital
facilities and maintain them, employ and pay administrators and operational
personnel, and purchase appropriate equipment and supplies. In such
systems the center, because of its superior daccess to revenues,
particularly those derived from national income and profits taxes and taxes
on international trade, usually provides fiscal transfers to the local
authorities based on grant formulas generally related to population size
and other characteristics of the recipient authority.

The alternative arrangement, characteristic of most nations grounded
in continental European administrative traditions, is centralization,
Here, in theory, all aspects of service provision, organization and finance
are determined directly by officials in central ministries. With expanded
activity by the state, especially in geographically remote areas, it may
become necessary to delegate authority to actors located outside the
capital. This transfer of specific elements of central szuthority to
regional offices is referred to as deconcentration and does not signify the

devolution of central power to local authorities but merely the "shifting



180

out” of central authority to areas outside of the capital. Deconcentration
need not weaken central control over administrative activities but rather
it may permit the state to exert a more regular presence and supervision of
state interests in areas distant from the capital city.

Public services such as primary education, health, public works,
agricultural extension and animal health are generally administered through
field offices. These field offices may have a greater or lesser degree of
autonomy, but they invariably are subject to direction and supervision from
the center (what the French call tutelle) and are staffed by central
government employees.

Territorial administration may also be deconcentrated through- the
creation of regional and sub-regional jurisdictions. These administrative
units are typically headed by an agent of the Ministry of Interior who acts
as the direct representative of central executive authority.
Deconcentrated administrative units may be vested with corporate
personality and empowered with limited authority to collect and expend
revenue, enter into contractual relations with public and private actors
and even to contract debt. They usually have little or no inherent or
delegated power to choose their sources of revenue or even to set rates,
however, but rather receive the proceeds «af modest revenue sources
determined by the center. The loca; authority, subject to strict central
supervision, makes exspenditures primarily in support of its administrative
duties,

In the prefectural system inspired by the French administrative model,
deconcentrated public services are integrated under the authority of the

regional administrative officer, the prefect, who i3 responsible for



181

coordination of service activities and supervision of service agents. The
extent of deconcentration in a system of integrated field administration as
found in Burkina depends on the degree to which the regional executive
officer has control over the heads of the local field agencies and can act
without close supervision from superiors in the Ministry of Interior. A
role for popular participation in the elaboration of the budget and in
other policy decisions may be provided, but this role is typically limited
to consultation. Therefore, deconcentration must be recognized as a
varisat of centralization. It does not provide autonomy to establish local
taxes and tax rates and the capacity for local service delivery
characteristic of decentralized systems.

In practice, of course, no system is fully centralized or entirely
decentralized. Some elements of decentralization inevitably enter into
centralized systems. Capital facilities may be constructed with local
resources, with responsibility for maintenance assigned to the locality
while the appropriate central ministry administers the service and provides
the necessary operational personnel and supplies. Local authorities may
find it necessary to organize and administer a service for which there is
no central field agency in the locality. Garbage collection, maintenance
of local streets, and even some local police protection are examples of
such services, When central services are inadequate, as they often are,
local authorities may support the cost of personnel assigned to the local
unit of the field agency. 5till, particularly in rural areas of poor
countries, only the central ministries through their field agencies have
the administrative and technical cap:icity and the resources to provide even

the most limited of local services,
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These administrative considerations have crucial implications for
a description and analysis of public spending for local services in
Burkina. One implication is that to obtain an accurate portrait of local
service provision it is necessary to examine both central and local
expenditure. As regards central expenditures a necessary distinction needs
to be made between outlays for broad national purposes where administration
and operation is centralized, and those services operated 1locally by
central field agencies. Expenditure in support of the latter constitutes

outlays for provision of local services.

A comprehensive portrait of spending for local services in Burkina,
then, starts with these national expenditures for local services plus
spending by the 1local authorities of Burkina, the provinces and the
communes. Other major elements, however, must be added for completeness.
One is the expenditure of other governmental organizations which engage in
local service provision. The most important of these are the Regional
Development Organizations (ORD) which have served as the focus of rural
development activity in Burkina. Although formally attached to the
Ministry of Rural Development, they are granted considerable administrative
and budgetary autonomy, and only central subventions to them are included
in budgetary expenditure. Another important component is the very
considerable amount of expenditure by foreign donors for projects involving
investment in infrastructure and in operational activities of local
services, Clearly, not all foreign aid supports what is here called local
services. For example, foreign support. for research, the construction of
national highways, and food aid do not fall into the category of local
services., Finally, some modest amount of expenditure from the central

government's extra-budgetary Special Accounts is for local capital,
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This chapter provides estimates of total expenditure for local
services from all sources and a breakdown by specific services., It also
presents some estimates of the regional distribution of these expenditures.
In addition, special attention is paid to expenditure by communes and the
former departments to reveal the relative magnitude of these outlays and to
indicate the purposes for which local authorities have committed their
extremely limited revenues.

An Overview of Public Spending

Public expenditure concerns spending controlled by public or
governmental authorities. Under any form of government this is an
ambiguous notion and, consequently, measurement of public expenditure a
somewhat arbitrary endeavor. Exactly what activities fall under government
control? Should public expenditure include public enterprises and public
authorities, and if so should their total budgets be included or only the
amount of subsidy from the central government? Should development
expenditures be separate from regular budgetary outlays? How should direct
foreign aid in the form of project or in-kind grants which does not pass
through the national budget be treated? Should spending by local
authorities be included? These and other problems of comprehensiveness
must be resolved in any attempt to measure total public expenditure.

The resolution of these questions depends largely on the underlying

objectives of the examination. Interest ir fiscal policy and related
macroeconomic concerns leads to emphasis on a measure of total government
expenditure indicative of government's influence on aggregate spending and
its demands for finance. Concern for public spending as an indication of

current services provided or of the creation of infrastructure for
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provision of future services suggests a more comprehensive focus, inclusive
of expenditures of local authorities and foreign aid of all sorts. This
concern also involves disaggregating expenditures, to separate them by type
(e.g., personnel, equipment, capital formation) and by function (e.g.,
defense, education, health). Interest in service delivery to 1local
populations also implies a concern for the spatial or geographic
distribution of these services, for which, as with education or health,
levels may vary substantially across regions or departments,

This report deals primarily with the provision of local publie
services. Thus, it emphasizes spending by both the government of Burkina
and foreign donors on those activities which yield direct services to
people where they live. At the same time, a comprehensive overview of
public spending in Burkina provides a necessary background to the more
e~lective and detailed examination of the finance and delivery of 1local
services. The next section, therefore, presents a brief such overview,
followed by functional and spatial analysis of spending for selected public
programs.

Estimation of Public Spending

Data and Concepts, A comprehensive estimate of all public spending

in Burkina would, at the least, include expenditure from (1) the national
budget; (2) budgets of local authorities; (3) the GOB's Special Accounts at
the Treasury; (U4) foreign financial aid not included in the national
budget. 1In addition, a still more global total might add unpaid current
obligations of central and local governments, the arrears, and deficits of
state enterprises and parastatal organizations, and the aid in kind

provided by foreign donors. Obviously, to analyze the total according to
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current and capital outlay or to obtzin a distribution of spending by
function requires compositional details,

The totals, tiiemselves, are extremely difficult to estimat.. Spending
authorized within the national budget is regﬁlarly summarized by broad
category by the Treasury. Their figures include only those foreign grants
and loans made available to the GOB to be used for regular budgetary.
outlays. Most foreign aid, both multilateral and bilateral, is provided
for specific projects or programs. These sctivities do not fall under the
authority of the Treasury and, consequently, are not included in the
national budget. The amounts of financial grants provided by bilateral and
multilateral donors and by private voluntary organizat<ons generally are
available from the donors. However, donors usually do not know how much of
their grants they spend each year. This information is needed to measure
expenditure,. Further, donors often do not categorize their grants by
sector. It is, however, assumed that virtually all financial aid is f'or

investment purposes,

Expenditure of local authorities are reported to the local accounts
Service of the Treasury (SERPOCO) and annual totals provided, but without
details on purposes. Disbursements from the Special Accounts by broad
purpose is contained in accounts at the Treasury, Unpaid current
obligations of the central government can be estimated from Treasury
records by those familiar with the Treasury accounting system. On the
other hand, no central government budget document contains information
regarding the deficits of public enterprises and parastatals and the annual
changes in them which indicates governmeat spending. Foreign provision of
in-kind aid, usually coodstuffs, preserts problems of valuation and is a3

questionable coumponent of public spending.
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Estimated Amounts. A broad overview of government spending in

Burkina is presented in Table V-1 based on the approach and data assembled
by the IMF. Budgetary spending of the central government, including
Special Accounts, is combined with estimates of extra-budgetary investment
outlays.1 Also shown as an exhibit is the total expenditure of communes
and departments as provided by the Treasury. Extra-budgetary spending
represcnts capital outlays by foreign bilateral and multilateral donors.
It is classified as central expenditure because the programs supported have
to be approved by the central government and there is no involvement of
local authorities although the benefits generally affect local populations.
Table V-1 reveals the growth in central budgets in the 1980s which,
given the modest growth in central revenues, created the serious current
budgetary problems. Budgetary expenditure grew at rates of 17, 20, and
11 percent respectively for 1981, 1982, and 1983. Total expenditures,
which include extra-budgetary investment, rose at rates about half as much.
The reduction in the h“udget estimate for 1984 reflects the effort of the
GOB to reduce budgetary expenditures in response to the growing deficit.
Data are not yet available to indicate whether this effort was successful.
The extremely small importance of expenditure of local authorities
also emerges from Table V-1. Their outlays are less than 4 percent of
central budg:tary expenditure and less than 2 percent of total central
expenditure. Annual rates of changé for the period 1980-82 are roughly
similar to tnose for the central budget, but in 1983 they were essentially

constant while the central budget grew by 10 percent.

1It should be noted that aid-in-kind and contributions of voluntary
organizations are not included.
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TABLE V-1

CENTRAL GOVERNMENT CONSOLIDATED EXPENDITURE
(in billions of CFAF)

1970 1980 1981 1982 1983 1984

Budgetary Expenditure 9.6 43.8 51.2 61.5 68.0 55.0
Current (18.2) (37.8) (41.9) (51.5) (59.2) (41.9)
Investment (1.1) (5.1) (7.3) (4.7 ( 3.3) (3.6)
Debt Repayment ( .3) .9 (2.00 (5.3) ¢ 5.5) ( 9.5)

Extrabudgetary Investment
Expenditure NA 54.7 55.0 59.3 67.4 81.5
Total NA 98.5 106.2 120.5 135.4 136.5

Annual Percent Change

Budgetary Expenditure -~ 16.9 20.1 10.6 -19.1
Current - 10.8 22.9 15.0 -29.2
Investment - 3.1 -35.6 -29.8 9.1
Debt Repayment -~ 122.2 165.0 3.8 T2.

Extrabudgetary - 0.5 7.8 13.7 20.9
Total - 7.8 13.5 12.4 0.8

Exhibit
Local Budgetary Expenditures NA 1,839 2,036 2,678 2,694
Annual Percent Change 6.7 10.7 31.6 0.6

SOURCE:  Steve Haggblade, A Macroeconomic Profile of Upper Volta,
December 12, 1984, p. 50.
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Economic and Functional Distribution of Central Budgetary Expenditures

National budget expenditures are presented in GOB statistics in both
economic and functional classifications. The economic classification
divides the budget mainly into the'ébjects purchased. This approach,
presented in part of Table V-2, shows that personnel amounts to about
50 percent of the budget and materials and supplies only for 10 to 13
percent. Transfers, including both debt interest and principal repayments,
plus other subsidies have been about 15 percent of the budget, but, as
mentioned in Chapter I, debt repayments have risen alarmingly in the past
two years as loans made to cover deficits have come due.

Education, health and social services, and economic services
predominate in the distribution of expenditures by function. Information
for the functional classification of expenditures is contained in the
executed budget report of the Treasury. Unfortunately, the former budget
nomenclature and procedures were unable to allocate from 15 to 30 percent
of expenditure to specific functions. The newly adopted budget
nomenclature should eliminate this problem in the future. For past yesrs,
the distribution of the allocated expenditures by function may not provide
38 fully accurate indication of central spending. Rates of change, however,
will be accurate so long as the composition of the unallocated portion
remains constant.

Local Services Provided by the Central Budget

The beginning of this chapter described the concept of local services
and the importance of the central government in the provision of these
services in a unitary centralized governmental system. To highlight this

vital demension of central government spending in Burkina the central
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TABLE V-2

ACTUAL EXPENDITURE BY ECONOMIC AND FUNCTIONAL CLASSIFICATIONS, 1980-1984
(in percent)

1984
1980 1981 1982 1983 (budget)

Annual Change in Percent

Economic Classification

Recurrent expenditure 11.2 13.2 29.6 13.8 -20.5
Wages and salaries (10.9) (11.5) (20.5) ( 7.6) (-2.1)
Materials and supplies (- 8.1) ( 7.5) (9.8 (-21.4) (- 1.0)
Interest on public debt (180.6) ( 28.7) ( 84.8) ( 18.4) (136.8)
Subsidies and other transfers (- 5.3) (28.5) (-10.0) ( 23.0) (- 1.9)

Investment =20.7 42.3 -35.9 -31.0 11.7

Functional Classification

General public services 19.2 12.8 - 2.4 5.6 -21.0

Defense 9.6 23.4 17.2 3.4 1.2

Education 3.1 15.4 241 7.9 3.7

Health and social affairs 47.3 6.8 1. 8.6 1.4

Economic services ~21.7 33.7 -18.4 - 4.4 - 3.5
Of which: rural development (16.0) ( 8.7) (24.5) ( 6.0) (- 6.7)

Unallocable and other purposes -26.7 40.4 -33.7 -26.8 7.1
Of which: common expenditure (=19.5) (- 4.5) ( 44.3) (-21.1) ( 17.5)

Special accounts expenditure 135.7 -65.4 150.8 -63.8 -~
Total budgetary expenditure 5.4 16.1 19.4 13.5 -19.2

As Percent of Total Expenditure

Economic Classification
Recurrent expenditure 87.7 85.5 92.8 93.1 91.6

Wages and salaries ( 50.5) ( 48.5) ( 48.9) ( 46.4) ( 56.2)
Materials and supplies (13.4) (12.8) (13.4) ( 9.3) ( 11.4)
Interest on public debt ( 2.00 ( 2.2) ( 3.4 ( 3.5) ( 10.3)
Subsidies and other transfers (12.48) (13.8) (10.4) (11.3) (13.7)
Investment 11.7 14.8 7.7 4.7 6.5
Functional Classification
General public services 14.8 14.4 11.8 11.0 10.7
Defense 16.9 18.0 17.6 16.1 20.1
Education 15.4 15.4 16.0 15.2 19.5
Health and socia.. affairs 12.3 11.3 10.6 10.1 12.7
Economic services 19.4 22.4 15.3 12.9 15.4
Of which: rural development ( 8.3) ( 4.0 ( 4.2) ( 3.9 ( u.5)
Unallocable and other purposes 15.4 16.8 25.1 33.5 21.6
Of which: common expenditure ( 9.2) ( 7.5 ( 9.1) ( 6.4) ( 9.2)
Special accounts expenditure 5.8 - 1.7 3.6 1.2 -~
Total budgetary expenditure 100.0 100.0 100.0 100.0 100.0

SOURCE:  IMF, "Upper Volta, Recent Economic Developments," August 15, 1984,
p. 39.
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budget was divided into expenditures for services provided through field
agencies of central ministries and those which yield generalized benefits
provided from central locations. The basic idea here is to identify
expenditures which support those services that have relatively limited
benefit areas and for which individual service delivery units are located

where users reside.

In making this distinction, there is no intent to downplay the value
of expenditures, such as higher education, research and national security,
which do not require locally placed delivery units. Rather, the point is
to emphasize that those services which require field operations are ones
where local populations benefit directly, may have strong preferences for
levels of service, may know a great deal about effective methods of
provision, and may be willing to Support such services through voluntary

contributions, benefit taxation, or fees and charges,

Table V-3 contains a re-classification of the functional breakdown of
information contained in the executed national budget. The classifications
used are quite straightforward. Central activities considered as providing
local services include internal security, primary and secondary education,
health, public works, rural development, and social, women and youth
affairs. Central (non-local) services include defense, foreign affairs,
general administration, economic services, and transfer payments.

Data from 1977 to 1983 reveal a.persistent equivalence of operational
spending between local and non-local service provision, The amount of the
national budget spent for the operation of such crucial social services as
primary and secondary education, basic health, internal administration and
security, public works, and rural development was approximately 2500 CFAF

per person (US36) in 1982,
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TABLE V-3

FUNCTIONAL DISTRIBUTION OF NATIONAL BUDGET EXPENDITURE
(in billions of CFAF)

Expenditure Category 1977 1978 1979 1980 1981 1982 1983
Operational Expenditure Not Related
to Local Service Provision
Defense S.Ga b T.e 6.8 7.5 9‘2a 10.8 11.2
General Economic 1.ua' 1.2 1.7 2.3 3.0 3.0 4,0
General Administration .8 1.3 1.8 2.3 1.5 1.5 1.7
Social Security Administration .2 i .9 1.0 1.2 1.0 1.6
Total 8.0 10.5 11.2 13.1 14,9 16.3 18.5
Related to Local Service Provision
Interior and Security 1.5b 1.6 2.0 2.4 2.6 3.1 3.2
Education, Youth and Sports 2.9 3.5 4.5 4.6 5.3 6.3 7.0
Health, Social and Women's
Affairs 1.4 1.7 2.3 2.9 3.2 3.8 3.6
Public Works .5 2 2 .3 .3 A LU
Rural Development 1.0 1.3 1.6 1.9 2.1 2.6 2.7
Total T.4 8.3 10.6 12.0 13.6 16.2 16.9
Joint Expenditures 2.5 2.8 5.3 4,2 4,0 6.0 4.7
Equipment and Investment 4.5 3.5 5.7 4.y 7.3 8.2 3.4
(unallocated)
Total Expenditures on Goods 22.4 25.2 32.8 33.7 39.8 46.5 43.5
and Services
Transfers and Subsidies 4.5 5.9 8.3 8.0 9.1 10.2 11.3
TOTAL EXPENDITURES 26.9 31.0 411 41.8 ug8.9 56.7 54.8

aFor these years expenditures on information,

disaggregated and are placed in the

"General Economic" category;

expenditures are counted under "General Administration,"

b

Finance.

For 1977 expenditures on higher education
under Education. In other years, they are includ

SOURCE: Tabulations by LRAP based on Situation d'

post and telecommunications are not
in other years information

and scientific research are included
ed as "General Economic."

Execution du Budget of Ministry of
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Altogether, the operational expenditure allocated to local and non-
local services comprises almost 60 percent of total budgetary outlay. The
remaining 40 percent is equally divided between transfer payments and goods
and services expenditures including capital outlay which the budget is
unable to allocate by ministry.

Local Expenditures: Data Sources

The fiscal system of Burkina is such that expenditure of local
authorities generally are limited to their revenue, since there 1is no
system of intergovernmental grants from the center and local authorities do
not borrow on a regular basis. Occasionally, however, the center will
allow a local authority to borrow for an urgent capital project as was done
in Ouagadougou in 1980 for road construction. Thus, 1local expenditures
generally tend to follow 1local revenues, reported on in Chapter 1II, In
fact, 1lacal budgetary procedures preclude authorization of expenditures
which would exceed a local authority's receipts in the local treasury. In
practice, however, expenditures to meet salaries for regular personnel may
sometimes be approved without offsetting revenues available, and
occasionally local authorities do not spend all the revenues they recover
in a given year. Chapter VI discusses local budgeting including procedures
for approval of expenditures.

The basic source of data on expenditures by local authorities is the
Same as that for local revenues, the local accounts unit (SERPOCO) of the
general treasury. This unit provided figures on total expenditures for
each department and commune from 1976 to 1983. One other source of local
expenditure came to our attenticn. The Ministry of Health in 1983

conducted a8 study which presents health expenditures by departments and
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communes as well as total expenditures for the period 1975-1981.2

A final data source on local authority expenditures is the national
accounts., The accounts provide a single figure for each year representing
total expenditures for goods and services by local authorities. Since
these authorities make few transfer payments to persons or other public
entities, this amount should represent a comprehensive measure of their

expenditures,

Appendix Tables A-8 and 9 compare estimates of local expenditures from
alternative sources. The figures tend to move in the same direction and
are generally within 10 percent of each other., The lower communal totals
of the Ministry of Health study are due, in part at least, to the
incomplete coverage of communes in the study, and this carries over to the
totals for all local authorities.

Local Expenditures: Totals

Detailed data from SERPOCO are used in the following analysis. Given

the similarity to figures from the other Source., results are not
significantly influenced by this choice. As mentio.2d earlier in this
chapter, expenditure of the local authorities are extremely small. They
amount to less than 4 percent of central budgetary expenditure and less
than 1 percent of gross domestic product. Average per capita expenditure
for the two year period of 1982 and 1983 was 236CFAF (US$.80) for

departments and 1570 CFAF (US$4.00) for communes.

2Minist

re de la Sant Publique, "Depenses de Sant en Haute-Volta Selon
1'Origine du Financement: Evolution, Structure, Analyse," Avril 1983. The
study gives no indication of the source of these data but their figures
coincide almost exactly with those in the management accounts of
departments. This is less true for their communal figures,
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Table V-4 reviews the historical records of 'spending by departments
and communes. It shows that for the period 1976-83 total expenditure
increased by an average annual compound growth rate of 10 percent and that
spending of departments and communzs each rose at this rate. Increases in
the price level, however, more than offset the growth in nominal spending
S0 that real expenditure actually declined slightly during the period.
Adjustments of spending for increases in population, particularly in the
communes where there has been considerable population growth, shows real
per capita local expenditures of both communes and departments to be lower
in 1983 than in 1976. These results, not surprisingly, are essentially the
same as those found for local revenues.

Local expenditure as a share of both GDP and national budgetary
expenditures was lower in 1983 than in 1976. Data from 1979 to 1983
indicate that the low proportions represented by local expenditure had been
reached by 1979 and that since then, local expenditures have simply
maintained their very small relative position. However, to maintain this
position in the face of the substantial rates of growth of central
budgetary expenditure required significant rates of growth of spending by
local authorities in 1979-82. A growth rate in total spending of almost
11 percent in 1981 was followed by an exceptional 32 percent rise in 1982,
due to an extraordinary increase of over 50 percent in departmental
expenditure. Apart from this instance, departmental and communal
expenditure totals move together from year to year.

Departmental Expenditure. As with revenues, per capita spending

among departments is rather uniform (Table V-5). The average per capita

spending for the two years of 1982 and 1983 for all departments was
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TABLE

V-4

1976 1977 1978 1979 1980 1981 1982 1983
(in millions of current CFAF)
750 843 T49 830 890 938 1,420 1,432
634 858 763 893 949 1,098 1,258 1,262
1,384 1,701 1,512 1,723 1,839 2,036 2,678 2,694
(in millions of constant 1977 CFAF)a
873 843 905 693 667 639 878 836
738 858 921 745 711 T48 778 737
1,611 1,701 1,827 1,438 1,379 1,387 1,655 1,574
Annual Current Percent Change
Average Annual
Current Percent
Change,
1976-1983
12.4 -11.2 10.8 7.2 5.4 51.4 0.8 9.7
35.3 -11.1 17.0 6.3 15.7 14.6 0.3 10.3
22.9 -11.1 14,0 6.7 10.7 31.5 0.6 10.0
19.9 19.7 18.6 9.2 14.6 10.5 by
23.9 14.3 27.3 5.4 16.1 19.4 13.5
As Percent of CDp
0.50 0.46 0.34 0.32 0.31 0.29 0.39 0.38
0,42 0.46 0.34 0.34 0.33 0.34 0.35 0.33
0.93 0.92 0.68 0.66 0.65 0.62 0.74 0.7
As Percent of Central Budget Expenditure
NA 3.2 2.5 2.2 2.0 1.8 2.3 2.1
NA 3.3 2.6 2.4 2.2 2.1 2.0 1.9
NA 6.6 5.1 4.6 4.2 4.0 4.y 4.0

®price index 1976-1980 taken f
ible 2, p. 8 of Comptes Nationaux de la Haute-Volta 1980; i

nplicit GDP deflator estimated by IMF,

SOURCE:  SERPOCO.

rom index of Final Consum

ption of Public Sector,
ndex for 1983-1983 equal to
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PER CAPITA DEPARTMENTAL EXPENDITURES

Department

Centre
Cen're-Est
Centre-Nord
Centre-Quest
Comoe

Est
Hauts-Bassins
Nord

Sahel
Sud-Quest
Volta Noire

Total/Average

SOURCE: Computed from data from SERPOCO.

TABLE V-5
(in CFAF)
Population
(in thousands)
1975 1983
859 870
443 453
887 T42
681 887
NA 186
438 465
521 3u7
645 579
4o2 409
355 401
674 713
5,905 6,052

1976-1977  1982-1983
158 27
150 292
100 232
163 175

- 333
115 162
151 321

95 231
134 259
148 296
145 17
135 236
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236 CFAF (US$.70). Haut-Bassins and Como spend about twice as much per
capita as do the lowest Spending departments of Est, Volta Noire, and
Centre Quest. Still, even in the highest spending departments per capita
annual outlays are less than 350 CFAF (Us$1). Table V-5 further shows that
the relative differences among departments in per capita spending increased
over the period from 1976/77 to 1982/83.

Annual percent changes in spending were extremely variable both in the
aggregate and for individual departments (Table V=6). This again mainly
reflects variation in revenues. The average annual compound growth rate in
total departmental expenditure over the period 1976-83 was 9.7, with the
range varying from an increase of 104 percent in 1983 for Sud-Ouest to a
decline of 35 percent for Volta Noire. Among the departments Como, Centre
and Volta Noire had aveérage annual increases during the 1976-83 period
greater than the overall average, while Sahel had the lowest average
increase of only 8 percent., The positive modest average annual increase
over the full period for all departments was acccmpanied, however, by
frequent reductions and some years when expenditures more than doubled.
This irregular pattern is no doubt attributable to variation in revenues,
but it poses significant problems for the stability of local service
provision in the rural areas.

Communal Expenditures, Analysis of communal expenditures requires

a somewhat different perspective than that employed for spending by rural
local authorities. Unlike departments, where among the eleven departments
the two highest account for only 27 percent of total departmental spending

in 1983, the communes of Ouagadougou and Bobo Dioulasso dominate total

communal spending, accounting for an average of 70 percent of the total in



Population
(in thousands)

Department 197S 1983

Centre 859 870

Centre—-Est Ly3 453

Centre -Nord 887 T4

centre-Quest 681 887

Comoe NA 186

Est 428 465

Hauts-Bassins 521 3y7

Nord 645 579

Sahel Jo2 409

Sud-Cuest 355 401

Volta Noire 674 _n3
Tetal 5,905 6,052

Centre

Centre-Est

Centiw—Nond

Centre-Quest

Comoe

Est

Hauts-Bassing
-Nord
Sahel

Sud-Quest
Volta-noire

Total

SOURCE :

SERPOCOQ.

TABLE V-6

DEPARTMENTAL EXPENDITURES, 1976-1983
(in millions of CFAF)

1376

121
76
82

11§
52
76
61
53
43
70

———

750

1977

150
57
95

106
49
81
62
55
62

126

843

1978

i34
48
79
147
34
73
58
52
48
&

749

1979

145
58
73

133

48

95
41

53
7
13

&30

1980

145
59
89

112
36
b6
82
72
5y
88

107

890

Annual Percent Change

-1

-17
33

-31

-6
-5
‘Zj

=35

-1

-8
-6

41
30
-29

48
38

11

0

22
-16

~14
76

24
-5
7

1981

153
59
101
126
4y
48
79
120
61
59
_88

938

13
13
22

67
13
=33
=18

5

1982

266
138
163
182
61
81
123
105
75
78
g

1,420

74
134

61
4y

39
69
56
=3
23
32
68

51

1983

206
127
182
129

63

70
100
162
137
159

96

1,431

-23
-8
12

~14

=19
54
83
104
3
1

Average Annua)

Current Percent

861
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1982 and 1983, Nevertheless, as with revenues, these two major communes do
not spend the largest amounts per capita (Table V-7). Both Banfora and
Gaoua spend more per capita than do Ouagadougou and Bobo Dioulasso and
several other communes spend essentially the same amount as the two ma jor
communes. Despite the similar or even larger amounts of per capita
communal expenditures in communes other than Ouagadougou and Bobo
Dioulasso, it would be a mistake to conclude that higher levels of local
public services are available in these communes. First of all, the
estimates of communal populations used here are undoubtedly subject to
error. Although there is 1little doubt that the populations of the two
major communes have grown since 1975 at more than the 7 percent rate
usually applied to estimate their current population, our figures for them
may be overstated. Second, the level of local services available in any
locality depends crucially on the extent of the field services of central
ministries provided in the area. Analysis described below shows thst such
services are far more prevalent in the two major communes than elsewhere,
whether in other communes or in rural areas.

Per capita communal expenditures are extremely sensitive to estimates
of communal population. The population figures used here were carefully
chosen, but on the basis of Informed Jjudgment and discuusions with local
officials rather than from actual demographic studies. It probably would
be better to use a range for populations rather than a single figure. This
would lead to 3 range regarding per capita expenditure, and the amounts

shown here might best be thought of as the lower limits of such a range.



Commune

Ouagadougou
Bobo Dioulasso
Koudougou
Quahigouya
Kaya
Tenkodogo
Reo

Fada N'Gourma
Banfora
Gourcy
Kombissiri
Yako

Dori
Diebougou
Gaoua
Dedougou
Nouna

Tougan

200

TABLE V-7
PER CAPITA COMMUNAL EXPENDITURES
(in CFAF)
Population
(in thousands)
191 1983
173 350
115 250
37 46
26 40
19 22
18 38
14 22
13 24
12 20
10 15
- 12
- 17
6 19
~-= 11
7 7
8 17
12 19
9 2
479 952

Total/averygse

SOURCE:  SERPOCO.

1976-1977 1982-1983
2,225 1,573
1,726 1,364
1,027 1,598
1,019 1,575
1,289 1,386

639 316
T4 341
923 917
2,875 3,975
500 533
-- 458
== 235
- 47y
-- 182
-- 1,714
- 9
- 816
-~ 413
1,556 1,324
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The population figures used here for Ouagadougou and Bobo Dioulasso
indicate a very considerable growth in their population from 1977 to 1983.
This growth combined with the data on expenditures results in estimates of
per capita expenditures for 1982/83 which are lower than those of 1976/77.
Adjusting these reductions in current measures of expenditures for
increases in the price level, which is estimated at least to have doubled
since 1976/77, produces a drastic reduction in real spending per capita in
the two major communes. While these results would be moderated sSomewhat by
use of lower population figures, the general conclusion would not be
altered.

Growth in communal expenditures is closely tied to revenues, although
the occasional capital improvement loans and failure to spend all revenues
collected results in some differences. Over the 1976-83 period total
communal expenditures grew at an average annual compound rate of
10.4 percent. Comparison of growth rates among individual communes is
potentially misleading because of the high rates which emerge for the new
small communes whose high rates of growth stem from the very low .initial
base during their first few years of existence. Focusing on the major
urban communes, Table V-8 shows that Banfora (15 percent) led all communes
in average annusl growth in per capita expenditures over the 1976-83
period, with Bobo Dioulasso, Koudougou, and Ouahigouya also experiencing
greater average annual growth rates than Ouagadougou.

Year-to-year variability of expenditure is as characteristic of
communes as it is of departments. Both Ouagadougou and Bobo Dioulasso
experience periods of high rates of increase with periods of substantial

decline., Other communes show similar erratic expenditure changes, In
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TABLE V-8

COMMUNAL EXPENDITURES, 1976-1983
(in millions of CFAF)

Commune 1976 1977 1978 1979 1980 1981 1982 1983
Ouagadougou 290 480 312 34 413 498 581 520
Bobo Dioulasso 184 213 252 341 308 340 290 392
Koudougou 3Y 42 52 59 56 48 77 70
Ouahi gouya 29 2l 33 34 by ye 64 62
Kaya 26 23 22 21 22 30 32 29
Tenkodogo 12 " 12 18 15 17 14 10
Reo 9 1 7 7 y 10 8 7
Fada N'Gourma 16 8 12 13 12 16 29 15
Banfora 28 I 55 54 59 66 83 76
Gourcy 5 5 5 6 10 6 8 8
Kombissiri -- -- -- — -- 2 5 6
Yako - - - - -- - 2 6
Dori - -- -- -- -- -~ i 7
Diebougou - -- -~ - -= -- -- 2
Gaoua -= - == - 1 3 1 13
Dedougou - - - _— _— 8 15 17
Nouna -- - - -- 3 6 18 13
Tougan - = - == _3 5 10 9

Total 633 858 762 894 950 1,097 1,258 1,262

Annual Percent Change

Average Annual
Current Percent

Change,
1977-1983

Ouagadougou 66 -35 9 21 21 17 -10 9
Bobo Dioulasso 16 18 35 -10 10 -15 35 "
Koudougou 24 24 13 -5 -14 60 -9 "
Ouahigouya ~-17 38 3 29 -5 52 -3 11
Kaya -2 -4 -5 5 36 7 -9 2
Tenkodogo -8 9 50 -17 13 -18 -29 -3
Reo 22 -36 0 -43 150 =20 =13 -4
Fada N'Gourma =50 50 8 -8 33 81 -48 -1
Banfora T 34 -2 9 12 26 -8 15
Gourcy 0 0 20 67 -40 33 0 7
Kombissiri - -- - - - 150 20 -
Yako ~-- -- - -- -~ - 200 -
Dori -- - -- -- - - -36 -
Dienbougou -- -- -- -- - -- -- --
Gaoua -- -~ - -— 200 267 18 -
Dedougou -- -- -~ -~ - 88 13 --
Nouna - -- -- =- 100 200 -28 -
Tougan - = = - 67 100 -0 =

Total 36 -1 17 6 15 15 0 10

SOURCE:  SERPQCO.
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urban areas, where communal expenditures are important sources of support
for local services, such variations greatly impede efforts to provide urban
services on the regular basis essential to stimulation of the potential for
economic growth of effectively functioning urban centers.

Expenditures by Purpose

Local Authorities and Local Service Administration. In centralized

systems, sub-national administrative units constitute spatial entities
within which central ministerial functions are carried out. The authority
of the central state is expressed in the local authority, generally headed
by an administrative officer appointed by the center who is to assure the
overall functioning and coordination of activities of the field officers.
The local authority may also provide some institutionalized forum for the
expression of local popular sentiment and the review of budgetary and
policy decisions. Such forums, however, are generally of a consultative
character and are devoid of decision-making authority. The local authority
may be delegated responsibility for the provision or support of specific
services and limited authority to collect revenues and make expenditures
related to the accomplishment of its responsibilities.

In examining the purposes of expenditures of local authorities in
Burkina it is crucial to recognize that these authorities possess little in
the way of capacity to provide actual services. Rather, local authorities
support and supplement the activities of field offices of central
ministries. They can hire and pay for personnel and material used to
collect vital statistics, provide official documents and perform the other
essential tasks of territorisl administration. Local authorities also

supplement the resources of field agencies of such central ministries as
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education, health, security, rural development and finance by providing
transportation, fuel and limited supplies; by constructing and maintaining
service facilities and housing for central government agents; and by hiring
lower level technical and support personnel, especially midwives, typists,
chauffeurs, craftsmen, watchmen and custodians who are then assigned to
work at the various field offices and service sites in the area.

This depiction of the support function of local authorities is
particularly appropriate for the departments (provinces). The situation in
the communes is slightly different. The larger communes--Quagadougou and
Bobo Dioulasso in particular--have assumed primary responsibility for the
organization, staffing, financing and operation of specific public
services, including trash collection: construction, repair and cleaning of
streets; sewerage and the maintenance of municipal infrastructure. The
larger communes also employ small police forces to maintain order in public
places and especially in communal marketplaces. And, although senior
administrative positions and most importantly the post of mayor are filled
by central government agents, most municipal administrative services are

performed by communal employees.

Classification and Data Related to Expenditures of Rural and Communal

Authorities

Systematic description of the purposes of rural and communal bhudget
outlays can be presented in terms of economic or functional categories.
The economic breakdown classifies expenditures by the broad purposes of
personnel, material and investment. Ideally, functional classification
ideally would separate outlays by type of service (e.g., general

administration, health, education, etc.) and for each type distinguish
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Separate current from capital outlays. Available data permit economic
classification of spending by both rural and urban local authorities but
allow only a severely attenuated functional classification, particularly
for rural suthorities throughout the period and for communes since 1980.

Data sources for details of local expenditures are limited to
management accounts (comptes de gestions) and preliminary budgets (budget
primitif). The former, as discussed in Chapter II on local revenues, are
available only for selected departments and communes. As regards details
of expenditures, before 1980 the management accounts of departments and of
communes provide information on personnel and material expenditures by
service, but do not contain equivalent information on capital outlays. The
preliminary budgets of departments and communes specify expenditures in
great detail, The problem for analysis, however, is that they present
proposed expenditures for the following year. Actual expenditures
generally are shown only through the end of September of the current year.
In addition, even current budgets are not easily acquired and those from
previous years even more difficult to locate.

A final difficulty in obtaining communal expenditures by function is
that the system of budget nomenclature instituted in 1980 does not classify
expenditure by service. Consequently. to determine communal personnel
expenditures, for example, for health or education or public works entails
reviewing records of individual transactions which are not aggregated in

the budget or the management account.

Local Expenditure Purposes: FKesults. The different

responsibilities of rural and communal authorities are reflected in the

broad economic classification of their expenditures. Personnel accounts
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for 2/3 to 4/5 of rural authority spending with material and supplies
accounting for nearly all of the remainder. Virtually nothing is spent out
of local budgets for investment. Communes on the other hand devote a
somewhat smaller share to personnel, engage in investment for which they
sometimes borrow and consequently have to allocate expenditure to loan
repayment. While broad expenditure purposes differ, there is a common
trend over time toward reduction in investment, Apparently the rising
salaries of personnel and costs of necessary materials unmatched by revenue
increases has had to be absorbed by lower investment.

As mentioned above, lack of data availability coupled with the limited
resources of this study, have not permitted a full elaboration of the
functional distribution of local expenditure. Tables V-9 and 10 indicate
what has been found. Departments allocate approximately half of their
personnel expenditures to health personnel. Most of the remainding portion
goes for general administration. In addition to providing personnel to
central field offices, departments participate in provision of material to
these offices to the extent of 6 to 7 percent of their budgets. Material
for departmental activities, mainly local administration, amounts to a
qua~ter to a3 third of their outlays. As mentioned above, administrative
expenditures of departments provide support for the regional territorial
base of central services. One area for which departmental administrative
expenditures serve specific departmental ends concerns personnel and
material for departmental tax collection.

Before 1980 functional classification was more easily accomplished for
communal than for departmental expenditures, As would be expected, the

purposes of communal budget outlays vary between the twun Jaren yrkan
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TABLE V-§
DEPARTMENTAL EXPENDITURE BY ECONOMIC AND

FUNCTIONAL CLASSIFICATION, 1977-1981
(in percent)

1977 1978 1979 1980 1981

Economic
Personnel 59 59 72 80 75
Of which: Healgh (27) (27) (32) (35) (30)
Material and other 33 37 25 18 NA
Investment _8 _3 _3 _2 NA
Total 100 100 100 100 100
Functional
Administrative and Other 32 34 i 43
(Non-health) Personnel
Health Personnel 27 27 32 37
Administrative Material, 27 29 18 15
Maintenance and Other
Material Contributed to Central 6 7 6 3
Services
Of which: Health and (u) (6) ( 5) (2)
Education
Investment _8 _3 _3 _2
Total 100 100 100 100

aIncludes local pibiic works and unallocated expenditures and
expenditures incurred in previous years.

SOURCE: Tabulations based on selected Comptes de Gestion.
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TABLE V-10

COMMUNAL EXPENDITURES BY ECONOMIC AND
FUNCTIONAL CLASSIFICATION, 1977-1980
(in percent)

1977 1978
Quagadougou Ouagadougou
and a and a
Classification Total Bobo Dioulasso Other Total Bobo Dioulasso Other
Economic
Personnel 64 65 56 50 50 50
Materials and other 16 14 26 19 17 23
Investment 16 16 17 21 23 15
Debt Repayment 4 _5 1 10 1o 12
Total 100 100 100 100 100 100
Functional
Administration 21 19 39 30 3 26
Health 6 5 11 8 7 12
Roads 21 22 13 23 23 21
Education 3 3 2 3 4 2
Other 29 30 17 ] 1 12
Investment 16 16 17 21 23 15
Debt Repayment _4 5 1 0 10 12
Total 100 100 100 100 100 100
1979 1980
Ouagadougou Ouagadougou
and a and
Classification Total Bobo Dioulasso Other Bobo Dioulasso
Economic
Personnel 64 66 59 80
Materials and other 25 2l 29 14
Investment 7 5 10 0
Debt. Repayment _4 _5 2 _6
Total 100 100 100 100
Functional
Administration 64 70 50 86
Health 10 10 9 2
Roads 3 2 6 2
Education 6 7 1 0
Other 6 1 22 4
Investment 7 5 10 0
Debt Repayment _ 4 5 _2 b
Total 100 100 100 100

aIncludes Ouahigouya, Tenkodogo,
SOURCE: Tabulations based on selected Comptes de Gestion,

Koudougou, Kaya and Fada N'Courma.
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communes and the other smaller ones. Quagadougou and Bobo Dioulasso spend
over 20 percent of their budgets for maintenance, repair, and cleaning of
streets and markets, Other current spending, which includes local police,
amounts to 30 percent. Smaller communes, needing to spend less for these
purposes, concentrate on health and general administration. While there
are differences in the composition of functional spending between the
largest and other communes, the share of budgets devoted to capital
spending, including both investments and loan repayments, is approximately
the same and displays a similar variability appearing to be the residual

factor in response to personnel and material needs.

Variations among Departments. The overall patterns described in

Table V-9 for departmental outlays are averages of some widespread
variations among individual departments. Although comprehensive data is
not available, Appendix Table A-~10 shows that Hsuts-Bassins and Centre have
maintained fairly regular allocations to investment and consequently devote
a@ smaller share of expenditures to personnel. Other departments have
occasionally devoted some of their budgets to investment, but many of the
departments where per capita production is particularly low have never been
able to spend for investment and, in the face of rising personnel costs,
have cut back their allocations for material both for administration and in
support of centrsl field services. During this period, as the share of
personnel has increased the proportion assigned to health personnel has
essentially remained the same,

Summary and Conclusions

As is characteristic of unitary centralized states, the cenfral budget

in Burkina is the major source of expenditure for local as well as national
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services. Field agencies of central ministries operate and administer such
services as education, health, and social affairs, and the current
expenditures for personnel and material required for their operation are
defrayed by the central budget. Major capital projects are supported by
external donors. Autonomous central authorities provide electricity and
water in some communal areas. Local authorities, then, have extremely
limited responsibilities for service provision. This is reflected in their
low expenditures, although they could profitably spend a good deal more if
their revenues permitted.

The main function performed by the local authorities is territorial
administration, and the preponderance of their spending is for maintenance
of their administrative presence. For the rural authorities this, along
with contributions of personnel and small amounts of material to the
functioning central field offices, mainly in support of health
dispensaries, exhausts their budgets, which in 1982-83 averaged less than
250 CFAF per person. CfCommunes, especially Ouadadougou and Bobo Dioulasso,
engage in a somewhat broader set of expenditures., in addition to
administration, communes spend for local public works, particularly street
maintenance and repair, sanitation, health, education, and occasionally
they engage in investment in communal infrastructure. Average per capita
communal spending for 1982 and 1983 in each of the . £.°ger communes was

about 1,500 CFAF,

Even in the communes these amounts do not begin to meet present
minimal needs, much less those required for the role assigned to local
authorities in the plans of the government. Improved procedures for

recovery of revenues offer possibilities of increased expenditure: in the
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larger communes, where needs for zoning, public works, street cleaning and
sanitation, and public health constitute obvious areas for directing
expenditures, In rural areas, there is less revenue potential from
improved tax administration. Financing the local administrative costs of
the increased number of units of teritorial administration easily will
exhaust the expenditure of those authorities. They will be fortunate to be

able to maintain their present levels of very modest contribution to the

functional services.
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CHAPTER VI

LOCAL BUDGETING AND FISCAL PLANNING

Purposes of Budgeting

The major goals of public budgeting are usually described as: (1)
setting priorities for government aciivities, (2) establishing a balance
between government income and outlays, and (2) assuring that expenditures
are made only for authorized purposes. As regards setting priorities, the
budget preparation procedure determines whose preferences are incorporated
in the budget's specificstions of expenditures by functional ares and by
current and capital outlays. The relation between estimate revenues and
proposed expenditures determines the anticipated budget balance which
deliberately may be in surplus or deficit. Finally, by establishing legal
and administrative prozcdures for authorizing, approving, and disbursing
actual expenditures, the budpet ensures correspondence between actusl and
approved expenditures,

In practice, these gosls are achieved more or less imperfectly. Among
the sources of imperfection are that: (1) budgets often are not
comprehensive, (2) the formats of projected and executed budgets are not
sufficiently similar to permit comparisons of outcomes with plans,
(3) frequently the categories used to classify expenditures do not reveal
spending devoted to specific programs or projects, (4) procedures often
exclude reflections of proferences from important groups affected by budget

outcomes, (5) anticipated revenues are grossly overestimated and not
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adjusted on the basis of prior experiences, (6) projected expenditures are
modified in an ad hoe way due to revenue shortfall or excess, and (7)
approved expenditures are not authorized because of procedural delays,

To avoid these an¢ other difficulties which beset budgeting requires a
substantial amount of resources devoted to the formulstion, recording,
monitoring and analysis of budgets, Developing countries often cannot

afford the necessary technical starf and related personnel to implement,
o

recommended budgetary prsctices. In addition, as regards setting central

rities, international and bilateral donors may

expenditure levels and pri

Vo
Q

condition theijr willingness to provide assistance to the establishment of
budget priorities which are graounded in their conceptions of the requisite
policy for the country's economic situation.

As described in Chapters Il and V, overall revenues and expenditure of
the national budgat. amount to only about US$20 per capita of which about
half goes for "local" services. Local budgets add only another US$4 per
person. There is extremsly limited potentisl for giving direction to
national priorities throughh such modest outlays. Yer these budgetary
appropriations are the major source of funding for the recurrent costs of
the services so influential for the present. and future quality of life in
Burkina, This study does not examine the process by which the central
government authorities decide how to embody national priorities in the
budget. Rather, it takes these as given and examines the budget procedures
which determine whethepr national and 1local sudgets are operating so as to
permit. the very limited ressurces controiled by the budgst to be utilized
in conformance with these priorities, Thus, this chapter concentratas on

the effectivens3s of revenue projzerions, the adjustment of exgenditures in
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light of actual recoveries and the control of expenditures in relation to
their authorized purposes.

Budget. Nomenclature and Classification

As regards revenues, budget classification is quite straightforward.
Detailed sources of revenue are specified and recorded, including direct
and indirect taxes, fees and charges and other revenues. Variation in
revenue classification between central, communal and rural authorities thus
reflect the substantial differences in Sources of revenue among these
units, particularly between the central and the loecal authorities. Budget
classification for expenditure is more complex. There are alternative ways
to classify and combine expenditures depending on the use to which
classifications are to be put..  The most common classifications sre by
object, (e.g., personnel, material), ministry (e.g., Health, National
Defense) and by function or progrem (e.g., rursl developmsnt, nutrition).
Here ag2in there are reascrs for budget classifications to vary by level of
government depending on administrative orgsnization and activities
performed.

Budgets in Burkina: Central Lavel

The central budget is an important. elsment in the provision of loeal
services. As described in Chapter V, central budget expenditures support
the major share of services provided to loecal residents. Preparat.ion of
the national budget in Burkina follows typical procedures for central
government budgeting, Revenues are estimated by the Treasury and
guidelines basea on theco estimations and other considerations are issued
to individual ministries whioh prepzre plans for the next year's spending.

Some ministries prepsre quite detsiled plans whioh take the form of an
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~laborated document (Avant Project du Budget). Other ministries develop
simpler and less detailed statements of their proposed spending. The
statements of proposed expenditures are reviewed by the Finance Ministry
and used in discussions by the Council of Ministers which lead to the
adoption of the National Budget (Budget d'Etat), This budget then
constitutes authorization to spend, and the various administrative units
arec assigned credits against which they can draw. At the end ot the budget.
pericd, statements are drawn up on both revenues and expenditures showing
the actual amounts recovered and disbursed in relation to the amounts in
the National Budget,

Our interest in the budget as a method for setting priorities and for
planning leads to concern with the relation of projections and
authorizations to actual recoveries and disbursements. On the revenue side
this means comparison of projected revenues (prvisions) with actual
recoveries (reccuvrements), wnich is provided in the annusl treasury report
on receipts. For expenditures it involves comparisons among projections
(avant. project du budget), authorizations (dotations dfinitive), ana
disbursements (ordonnancements). These comparisons, however, present some
difficulties. Annual treasury reports on the executed budger do show
authorizations and disbursements for 8 oroad set of expenditure categories;
however, these categories include a significant amount of personnel
expenditure unallocated anong ministrijes, Furthermore, the reports do not.
distribute the majority of national expenditure by ministry, and do not,

allocate any of investmen- spending.
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The new nomenclature (approved for the 1985 budget exercise) for the
national budget will provide sufficient information for detailed analysis
of authorizations and disbursements., To take advantage of this opportunity
it will be necessary to establish expenditure classifications which are
sufficiently detailed for effective planning and analysis of programs yet
not so detailed as to be overwhelming. An important area for consideration
in view of the government's interest in decentralization is establishing
the capacity to analyze the regional distribution of government personnel,
material and investment expenditures. Heretofore, the only systematic
information available on regional distribution of central budget resources
was from the preliminary budgets of some ministries.

Central Expenditure Authorizations and Disbursements. Authorized

expenditures in the National Budget are compared with disbursements in
Table VI-1 for broad categories of spending. Finer divisions are possible
but are distorted by the large amdunts of unsllocated personnel and
material expenditures. Dats for the 1377-1983 period show that personnel
expenditures and pensions to governuent employees are msintained in the
face of revenue shortfalls, while debt repayment has borne the brunt when
disbursements were reduced below authorized amounts.

Central Revenue Projections. Projections of central revenues

appear to be based on realistic estimates of recoveries rather than on
overly optimistic assumptions of recovery rates on assessments (emissions)
or on estimates of potential tsx liabilities., As shown in Table VI-2,
comparisons of projected and realized revenues reveal a generaslly good
performance of revenue projections except for persistent underestimation of

revenues from the withheld tav on wages and salaries. This resulted in
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TABLE VI-1

ACTUAL EXPENDITURES AS PERCENT OF
AUTHORIZED EXPENDITURES

Budget
Classification 1977 1978 1979
Public Obligations 72 69 87

Debt. Repayment 4o 34 55
Government Pensions 91 69 127
Current Services 105 102 99
Personnel 109 105 102
Material 91 90 9
Subsidies 89 93 81
Equipment and Investment 68 87 96
Total g3 99 95

“Initial rather than final approval,

SOURCE:

Situation d'Execution du Budget of Ministry of Finance.

1980 1981 1982  1983°
72 108 85 65
27 100 80 51

131 120 95 174
101 102 110 97
170 108 113 101
78 85 98 82
82 93 96 91
87 9% 189 81
95 107 110 91
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RATIOS OF TAX REVENUES TO

REVENUE PROJECTIONS, SELECTED TAXES,

1980-1983

Tax 1980 1981 1982 1983
Total Direct 122 -~ 127 - 123 -~ 107 -~

IFR 58 (98)° 84 (43) 128 (59) 85 (72)

BIC 133 (70) 23 (52) 102 (54) 99 (54)

BNC : 66 (35) 30 (21) 92 (14) 30 (37)

IUTS 156 14y 151 118

TPA 140 116 106 99
Total Indirect 89 91 100 90

Import 86 94 102 81

Consumption 8% 82 79 114

TCA 104 103 135 110

Export 103 80 75 83
Registration and

Stamp 82 121 121 82
Service Charges 50 89 103 49
Recoveries due from 64  (il4) b2y (37) 48 (1) 107 (17)

from Previous Years

a.. . . . . .
Figures in parentneses refar to revenues In relation o assessed

tax liabilities (emissions),

SOURCE: Situation Jetailee des Revettes,

Generalz Du Budget.

Budg=t de L'Etat, Direction
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underestimates of total direct taxes from 1980 to 1982, but there was a
suhstantial reduction in the discrepancy in 1983. Indirect tax receipts
have tended to be slightly overestimated, with the overestimate of revenue
from taxes on foreign trade offsetting general underestimation of proceeds
from the turnover tax (TCA). Projections of receipts from previous year's
unpaid taxes ( restes recouvrs des exercises anterieurs) are least
accurately anticipated with recoveries ranging from more than four times to
less thaon one half of the projected aaounts.

For national budget revenuss the range of sources and the reasonably
accurate forecasting of such major components as taxes on foreign trade
result in revenue forecasts which are close enough to reccveries to
corstrain expendituras to realistic levels. Of course, unanticipated
changes in general economic conditions will upset the most sophisticated
revenue projections. Tne point here i3 thst the historical record shows
thet the existing system does nof incorporate systematic, avoidable errors.

Budgets in Burkina: Local Level

Rural and communal authorities in Burkina prepare preliminary burdgets
(budget primitif) in which revenues and expanditures are projected in
detail and must balance, The fiscal officer (or'donnateur)1 of the local
authority has the responsibility of preparing the budg=t and submitting it
for approval to the local governing body, if one is in operation. The

budget is then forwarded to a joint coumittee of the Ministries of Interior

]Loeal fiscal authority is held by the territorial administrator of the
Jurisdiction within which the communz is locasted, In Ouigadougou and Bobo
Dioulasso the High Commizsioner of the provinee performs this function. In
other communes it is the responcivility of the prefect (formerly the sub-
prefect).
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and Security and of Finance for review. Changes, if any, tend to be made
in expenditures rather than in revenue estimates. The amounts approved by
the "tutelle" then become the approved budget of the locality and are shown
in its management sccount.

This budget process has the potential to be a useful aid for planning,
"but as it operates in practice it is more a response to a formal
requirement than a tool for setting local priorities and ensuring effective
use of scarce locai resources. Revenue projections tend to be quite
inaccurate, generally overestimating revenues. Further, detailad items of
expenditure are not combined in the budget in ways that reveal the
functional areas or programs of proposed spending but rather indicate the
objects of spending such as personnel, material, equipment, and investment.
Finally, the overestimates of revenue combined with the principle of budget
balance lead to exceszive levals of planned expenditures and the need for
subsequent rescinding of support to locazl service providers.

Revenue Projections. Information obtained on local budgets,

particularly from the two regions where this project has opersted, suggests
that projections of local reveniues substantially overestimate recoveries
and are not corrected over time for these insccuracies. It is often the
case that planned expenditures for investment and for materisls and
supplies are foregone in response to revenue shortfalls. This is not
surprising since the official regulations on local budgets distinguish
between obligatory and discretionary areas of spending and require thaﬁ
discretionary spending be reduced first if revenues are inadequatez,
Personnel and materials are considered obligatory while investment. is

discretionary.



Our limited sample indicates that local budgets consistently
overestimate anticipated revenues. Even when past experience clearly
demonstrates that anticipated revenues fall far short of actual recoveries,
projections are more likely to be increased rather than reduced. Part of
the explanation for this perverse behavior lies with the requirement that,
tax liabilities not recovered in one year are to be treated as anticipated
revenue in future budgets. Projected budgets are prepared in the fall.
Outstanding tax liabilities of the current year and of the three previous
years are included as anticipated revenues for the following year. This
procedure tends to produce substentisl overaestimates of revenues since the
actual recovery rate for these pest uncolliected taxes amounts to less than
10 percent,

A sample of communal snd departmentsl preliminary budgets indicates
that projected revenues fran direct snd indirect taves are generally
overestimated althoush hy 3 considersbly lower preoportion Shan outstanding
liabilities from previous y2ars, Cccasionally there is some adjustment. of
projected revenues from these soursea in response to actual recoveries, but
not. enough to indicate that serious efforts are being made to estimaste
revenues accurately,

Evidence on the relation of departmental projections to actual
recoveries can be found in the manzgement accounts. Unfortunately, this is
no longer true for communes, since their management accounts no longer
inelude recoveries, Here, one mnmust compare management accounrts or
preliminary budrets with povenge recovery data provided by the regiconal
treasury. Relevint dita for tie two Areas in which the study concentrate

were collected, along with a faw additional places, including Ousgadougou.
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Table VI-3 and 4 show the results of some sample tabulations. The two
departments examined display & pattern of poor revenue forecasting,
particularly for revenues from previous yvears, and little tendency for
projections to be adjusted in light of demonstrated errors from previous
experience. The data from the Department of the East is probably more
reliable and reveals virtually no evidence that overestimates of revenue in
one year led to substantial reduction of projections in the following year,.

The commune of Fada N'Gourma shows a pattern similar to that of the
Department within which it is located. Forecasts overestimate revenues in
all broad categories of revenue., Bobo Dioulssso and Ouagadougou, however,
show rather different benavior. In Bobo Dioulisso revenues, except in
1984, were reasonably forecast and recoveriss from previous years exceeded
projections in several years. Data for OQuagadougou in this area is
extremely puzzling. In both 1981 apd 1982 th= amounts of taxas projeated
from previous years' receipts in the mansgsment accounts were in excess of
1.4 billion CFAF., On the other hand, actusl revenues for Quagadougou
provided by the municipal tressury show no recoveries from unpiaid taxes for
any years from 19837 through 1983.

Expenditure Projections., The balanced budgat requirement for local

budgets inevitably procduces overestimates of expenditures which parallel
those of revenues, The inaccuracy of the revenue projections then require
cutting back planned expenditures. This, in turn, undermines efforts to
establish local priorities, Personnel and, to a lesser extent, material
expenditures are generally maintained at projected levels in the face of
revenue shortfalls, Tney are the obiligatory categories of spending.
Investments and participation in the Cinancing of central field services as

discrefionary items are cut back (Taple Vi-5),
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TABLE VI-3

DEPARTMENTAL REVENUES: REALIZED REVENUES AS PERCENT OF PROJECTIONS

AND ANNUAL, PERCENT CHANGE OF PROJECTION

Total Direct Indirect Previous Year
Realized/ Realized/ Realized/ Realized/
Department/Year Projected Change  Projected Change  Projected Change  Proiected Change
Est
1975 72 —- 68 - 70 — 33 —
1976 89 =-11.6 N =171 T =30.0 90 11.1
1977 70 24,5 84 29.4 42 7.4 55 0
1978 i 35.5 53 11,4 3i 8.3 29 105.0
1979 I - 3.4 73 -38.3 19 100.0 33 L.g
1980 45 -16.2 82 53.3 50 -61.5 30 =37.2
1981 59 _2.h Qg -10.9 54 _30.0 10 14,8
Average 3.5 0.2 4,5 9.5
Hauts-Bassins
1979 154 - 187 — 121 - 75 —
1980 47 34,5 66 -12.8 52 10.5 26 258.3
1931 66 4,8 81 L9 gl 5.2 35 =30.5
198 86 1.8 &0 7.2 133 2.4 13 - 7.7
1983 36 12.5 49 6.-§ 39 14,2 7 ___t_S_._Z
12,7 1.0 26.7 23.4

Average

SOURCE:  Camptes de Gestion.
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TABLE VI-4

COMMUNAL REVENUES: REALIZED REVENUE AS PERCENT OF PROJECTIONS
AND ANNUAL PERCENT CHANGE OF PROJECTICNS

Total Direct Indirect Previous Year
Realized/ Realized/ Realized/ Realized/
Camune/ Year Projected  Change  Projected Change  Prujected Chenze Projected Change
Fada
1975 22 - 33 - 17 — 17 —
1976 67 0 T 16.7 125 =33.3 29 16.7
1977 L5 1.1 T 0 43 7.0 17 -14.3
1978 52 15.0 us 57.1 100 -28.6 29 16.7
1979 42 34,8 ] 0 63 0.0 25 71.4
1980 L6 ~14,1 4o - 9.1 67 25.0 4o ~16.7
Average 7.6 10.8 0 10.8
Bobo Diculasso
1979 81 - 75 - 87 — 78 ——
1980 & - 3.6 73 2.9 92 1.5 100 =4y, 4
1981 101 6.5 Q® 14,8 105 3.2 168 =-12.0
1982 T 23.9 46 - 3.1 103 22.0 28 2u9.9
15933 79 2.4 35 7.0 o 7.3 115 6.7
1984 50 17.8 22 - 6 9.6 50 _uu.a
Average 2.0 0.7 8.5 26.4
Ouagadougou
1981 36 - 161 - e — 0 -
1982 37 2. 134 3.2 152 22,17 0 - 1.5
1983 124 75.3 189 ~-47,2 125 - 1.5 0 -Q0.4
Average -49.7 =20.2 9.9 ~76.5

SORCE:  Camptes de Gestion.
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TABLE VI-S

LOCAL BUDGETS: ACTUAL EXPENDITURES AS PERCENT OF PROJECTIONS BY CATECORY

Ganeral

Depariment/ Year Total Personnel Material Adninistraticn Participation Capital
Haut.s-Bassins

1980 67 % x 36 55 31

19381 ™ & 72 62 o 79

1982 &3 8 Q0 83 T4 &

1983 63 0 83 64 50 12
Centre

1980 48 8 37 30 38 1
Camune/Year
Bobo Dioulasso

1980 83 o3 77 58 -~ 60

1981 9 4 8 ) - 8

1982 64 9y 67 55 - 15

1983 9y 99 98 100 - 72
Ouagadougou

1880 T &3 83 ~ 80 1

(Actual loan repayments were only 27 percent of budgeted ancunt)

SOURCE:  Camptes de Gesticn.
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Given the low levels of 1local expenditures, the effects of being
unable to carry out planned investments and acquisition of equipment and of
not providing planned levels of support for schools, dispensaries, and
other socio-economic services may not be grave. At the same time, local
budget contritutions can provide critical support to underfinanced services
which are counting on receiving support specified in the locsl budget. For
exampie, a teacher may be assigned to a rew school but is unable to begin
classes due to the failure of the department to provide desks as planned in
the budget. A similzr situstion m:y erise witn local voluntary activitiss
where actions are taken in anticipation of an essential component being
provided through the 1loca? budg2t, suah 2z cement to be used along with
bricks produced by local valuntary effort. In these situations, failure of
anticipated local budget support to materislize leads to inefficient use of
available resources, A specific case may be cited. Residents of the
village of Bilangs, Provinc: of Gnaozne, prepared over 7,000 bricks for the
construction of an adaministrative centar in 1950, Marnerials and a skilled
mason to be provided out of depsrtments] Pedources never arrived, snd the
7,000 bricks now form a smoll mound at what was tOo be the site of the
adminiastrative center,

Budget Objectives and Procodures. What accounts for the

persistence of the diseropancy betweon actual and projected locval budgets?
The problem here arises becauss the apparent objective of revenue
projection in local budgots is to estublish what might be called revenue

potential rather than Lo forecast actusl revenus., Despite the availability

7]

of information on the provisus yesr's tsx receipts as recorded by the

regional treasury, the basis for the revesue projaections in the loecal
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budgets is an estimate of potential tax liability. Methods used to
determine these projected revenues vary among departments and communes,
Since the local fiscal division does not tabulate data on numbers of
taxpayers and their tax liabilities, there is not a great deal of relevant
information available. Data on which to base projections of potential
indirect revenues are also extremely scarce. Still, the important point
here remains that the intent is not to develop an accurzte forecast of next
year's actual receipts but rather to specify some estimate of potential
revenues,

This objective explains why overestimstes of revenues 10 not lead to
adjustments in future revenue projections of loecal budgets. At the same
time, revenue projections are also influenced by the way in which the
expenditure side of local budgets are determined. Requests for
expenditures by the prefectures and so0cio-economic services exceed
realistic expectations of revenues. Yet, those in charge of lceal budgets
are reluctant to veto requests for budgetary support even though there is
little hope that financing will be available, By approaching revenue
projections in terms of potential rather than actual revenues they are able
to approve a somewhat more expsnsive initial set of expenditure requests,

No doubt most parties to these budgzt exercises are aware of their
fictitious elements, Nevertheless, they do have the effect of greatly
diminishing the potential usefulness of budgeting as a means of planning.
Budgeted expenditures should be carried out so as to permit an orderly flow
of government services which users can count on. Priorities for capital
investments and improvements ncod to be set on the basis of realistic
estimates of available funds, espociaslly for the scireduling of projects

which may take several years to complete,



228

~

Control of Exnenditures. The budget document sets forth a detailed

description of anticipated revenues and expenditures. As mentioned above,
the classification of expenditures in local budgsts in Burkina differs for
rural and communal authorities according to national regulations.

In all systems of budget.ing methods and procedures are needed to
ensure that authorized expenditures are consistent with what was approved
in the budget and with other rulss and regulations concerning government
expenditures, In addition, expenditures must be monitored to assure
conformity to regulations, that items are acquired at reasonable prices and
are suitable for the purposes designoted, and that the items ultimately
delivered are in fact the items ordered, Further, the system of
expenditure con%rol should not prevent the Limely acquisition of necessary
stocks of materials and supplies.

The complex proceduras governing authorization and monitoring of
purchases in Burkina have: a long history and were developed with the
primary objective of preventing abuses rather than of facilitating
purchases. A brief review of thes: procedures will serve to indicate why
their reform appears essential if local authorities are to assume increased
responsibility for public services. Approval of expenditures for personnel
is rather straightforward, A list of those authorized to be paid from the
provincial or communal budget is prepared and approved by the appropriaste
authorities. Payment is then made monthly, funds pernitting. The process
leading ultimately to disbursement of public funds commences with an
official request to utilize soms of the budget allocated for a particular
category of expenditure. This reguest is recaived by the zccounting office

of the province or comnune (usitily a singls individual) who then obtains
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an invoice (facture pro forma) for the material from a merchant, In rural
areas there may be only one local supplier of the item or all suppliers may
charge the ssme price; in communes, bids from several suppliers may be
solicited; occasionally for a large purchase competitive bids are sought.
Once obtained, the invoice, specifying quantity, price, and other
relevant features of the material ordzred, is suomitted to the fiscal head
(ordonnateur) of the province or commune. If he approves the invoice it is
forwarded to the financial controller and an extended process of approval
begins, which consists of two circuits, one involving approval of the
purchase and formal placing of the order, the other with apprcval of
payment once the item is delivered. Thus, the chief executive of the
province or commun2, as its chiaf fiscal officer, twice reviews the
purchase, once to approve the order and later to approve payment. The
office of financial control (contrle finzncier) also examines the
transaction twice, first to cheok the invoice for conformance of the items
purchased to expenditure authorized in the budget and for meet ing
government. price and quslity standards, and second to record that payment
was approved, The office of financial control also is charged with
inspecting material upon delivery to certify its conformance to the
specifications on the invoice. The local accounting office, too, is
involved at two stages, at the outset receiving the invoice and later
passing the approved invoice back to the merchant. as a purchase order. In
aadition, the local Lressury must authorize the expenditure and record the

payment before paying the supplisr in cash or by check,
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This procedure has many shortcomings. Perhaps the most serious is
that, with the absence of any actor in the circuit, approval comes to a
halt until his return. In a system where there usually is only one person
in each official capacity and where action can be taken only by the
designated official, absences can cause inordinate delays in ordering
materials., As for the chief executive, not only does his absence block all
movement, but he is burdened with routine expenditure details, no matter
how small. On the payment side, merchants become so disaffected by long
waits for payment that they demsnd cash at time of deiivery. The creation
of 30 provinces has exacerbated these problems because many provinces lack
the full staff needed for the circuit of expenditure approval.

In principle the tressury must have sufficient funds on hand to covar
the amount of expenditure requested at the time the request is approved.
While the vast majority of revenuss are recoverad early in the year, the
lack of availability of funds in the treasury to effectuate payments can be
a difficulty for large requests, The financial control oftice, before
approving a large expenditure, 1is 1likely to check with the treasury to
det.ermine whether sufficient funds are avsilable, If not, the order will
probably be held up. In the meantime smaller requests may be approved,
depleting funds, so that further delays ensue. If the purchase needs to be

timely, as is the case for building materials due to the importance of

weather conditions, delays can prevent accomplishment of the project. Once
authorized, it is important that purchaszs be put to their intended use,
The financial coultral office i3 often unable to assure delivery and proper
ukilization of matoriasl, Since the controller usually has no transport or

funds for gasaline it is ditficult to perform this function. There is also
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evidence that the staff of the financial control is not always well enough
trained to determine whether specific purchase requests (factures) conform
to the regulations.,

Conclusion

Current practices and procedur2s of communal and provincial budgefing
end expenditure control are incapablas of supporting their newly assigned
responsibilities for the provision of local services. Indeed, these
procedures were inadequate for even their lesser roles under the former
system, To fulfill its objeactives, under which the provincisl High
Commissionar coordinates and directs programs of economic and social
development within the region, the new arrangements will be required to
provide additionsl resaurces at the local level. For these to be used
elfectively there need to be arrangenents to plan and execute budgets, to
measure accurately budgatsry revepnces and exponditures and, finally, to
evaluate budget outcnmes.

The present system %z3 weaknesses in each of these areas. Preparation
of the preliminary budget, which should €ssentiasily be a planning exercise,
does not serve this funcrion becauss revenues usually are substantially
Overestimated and, consaguently, expenditures are not planned on the basis
of reasonable expectstions of being implemented, Procedures for budget
exccution involve a cumbersome two circuit route f{or approval and
disbursement in which the absence of any single participant breaks the
circuit and can cause substantisl delays. Also, required approval of small
and routine expenditures by the fiscal authority, who is the chiaf
territorial administrator, tokes viluanhla time, for which there are fapr

better uses. Reliabtle detailed ficures on the revenue2s and expenditures in
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projected, approved, and executed local budgets do not exist, Figures in

the management. accounts often do not coincide with those of the regional
treasuries, The pr2sent management form for the communes does not even
include figures for revenuss actuslly recovered. Finally, there is no
regular evaluation of local budgets which compares projections with
realized outcomes as regards revenues, expenditures and investment
projects.

Recommendations

To remedy this situation will take considerable effort and
experimentation with revised procedures. There are, however, some rather
basic recommendations whijo! emerge out of examinastion of the present

situation., These can be grouped under three hesdings:

Personnel Accounting

* Accurate infarmation requires well trsined aceounts at the regional
tregsury and avn the provincial and communal level who are
Supervised and who hava incentives to do their work properly.

* The larger (urvan) communen shhuld live their own accountants

trained in the distinetive senau-s .o of these loeal authorities.,

Accounting and Docuranttian

« Information on tsv eollecrisns from the perception should be
reviewed by the r nal treasury belore being forwarded £o

SERPOCO,

v

* Verification and evsluation of locsl accounts must be complated by
SERPCCO without delsy and errors communicsted to the regional
- | 3 ang e 1003} carcenti A . -y :
treasuries and from these ta the loes! cercepnian for correction.

* The procedures recommonded absve should produce data of greater
reliability sni accurscy. This in turn will be of benefit in the
preparation of annual menagement aceounts and provisional budgets,

Budgaring VYrocodireg

« Where the loocol rizogd AWLHArity 13 not a3 trained mansger, he
should have an aszistan: competent, in management,

* Projections in the proelioinary Sudsot shnuld be based on realistio
estimates ant assicnans: in soen progertions should be nravided by
local representanives of born the Lax service and tne treasury tax
collector's office {parcep=inn).

M
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A less rigid chain of expenditure approval and payment is needed.
There should be a seccond official winu can give approval in the
event of the absence of the primary designated official. The
fiscal authority snaould reviaw only relatively large expenditure
requests,

It would be useful to hold 3 seminar to which officials responsible
For aspects of local budgets could respond to proposals for
reforms, describe problems, and make suggestions.
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CHAPTER VIT

THE PROVISION OF PUBLIC SERVICES IN BURKINA FASO

The provision of public services Is both the obj2et and the outcome of
the complex activities described in the preceding sections on revenue and
expenditure administration. Some putlic services, such as defense, foreign
affairs, economic and social planning and publicly funded scientific and
technological research have an indirect, roundsbout effect on the lives of
people and on their communitics. Other services, such as health care,
primary education, the driilling »f wells and proviaion of potable water,
electrification, and construction and maintenance of city strests and farm-
to-market roads directly affect the quality of life in a city or village
and in the countryside. Those services addruss =2 bssie numsn and
economic needs of rural snd urban residont s gn® naeed %o be provided ia or
close to the communities they serve, It is thesa socisl, economic,
administrative and Cinsncia: services, orgenized Larough service delivery
points dispersed throughout the country that are referred Lo whan we sSpeak
of local public serviozes.

The sections that follow provide a genersl overvisw of the structure,
operation and evolution of putlic services in Burkina Faso. This
background supports s more detailed discussion of the organization,
operation, utilization and finanoe of local public services. Tha important
distinetions betweon rupgl apd HrDan servies=-as well a8 their

commonalities--will be addrosaed Fhroughout the anolysis,
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A prime objective of this aspect of the study is to identify the ma jor
obstacles to service provision in the localities. Extensive field research
Was conducted in two regions of the country--the East and the West (the
former departments of the East and Hauts Bassins)--and in the major urban
center of Bobo Dioulasso. Service sites were visited, operations observed,
and interviews conducted with service users, service agents and their
Superiors, and with central ministry perscnnel. The results of this
investigation will provide the basis of an evaluation of the key factors
affecting service provision.

The critical dimension of popular attitudes, scrions and experiences
with local services was exa2mined in a series of interviews involving
residents of three villages {n the former Jdepartment, of the East, two
villages in the Hauts 33s3ins and the city of Bobo Dioulasson, These
studies yielded vaiuable informstisn on Geevin ilization patterns, the
costs borne by users and their families of par-...ipating in loecal public
services, popular priorities and tne attiftudes of rural and urban reapla
toward a variety of issues from local administration to taxation. Find!ngs
from these studiss inform the discussion of POpulsr practices, preferences
and priorities in service delivery found below.

The present administration has taken g numzer of measures which
critically affect the context and the content of logal publie services.

The final section of this chapter will outline and altempt to anticipate
their consequences for losal services., The recentnoess of these dezisians
combined with a certain amviguity in theie practicsl aspeets and

limitstions (due, in part, to tho absenee of texts) restriot the scope of
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the analysis. 1t serves, however, as a useful foundation and point of
entry to a discussion of Suggestions and recommendations.

Structure and Staffing of Public Services

The basic structure of public services has remained largely the same
during the past two and one-nalf decades. This structurs is quite simple:
Public services operate out of national miristries, throaugh central
divisons which have regional field offices. These field offices generally
oversee the opecration of 3 nunber of actual service delivery points, i.e.,
the physica! site of service provision %o the consumar of the service.1
Thus there ars generally three levals of the system: the techniecal
division of the central ministry, the field offjcn and the service delivery
point (Figure VII-1). It snould be erphasized that this is the basic
service madel and rhat, with the evalution and increasing complexity and
comprehensiveness of public services, it has whiLrtgnni2 some alterations.,

Figure VII- presents the hasic modal feerter) with two illustretions
of the corresponding offices drawn (prsm primary education (left) and publie
health (right). At the central level, the divisisn i headsd by 3
Director-General w:.o usumes responsibility for policy and the operational
aspects of the service. Ho js Supparted by 2 stafl of teehnicians and
clerical personnel and can comaunicate directly with the minister when
necessary. Service activities outside of the central ministry are
organized in regionsl field offices, headad by a service chief. The title

of this position iz generyliy Lenaprtmental (frovincial) Diroctor op

Voo o o . . . .

This is characteriztio o 3uen senvices as prlmary eduestion and hzalth
dispensaries but not of such other services as construction and maintenance
of rural roads and wells,
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TABLE VII -1

HEALTH FACILITIES BY TYPE, 1976-1982

Facility 19762 1982°
National Hospital 2 2
Department Hospital 3 T*
Medical Center 11 E
Clinic with Maternity 196 257
Clinic without maternity 129 98
Maternity Only 32 _23
Total 373 4yy
*Includes medical centers with surgery unit.
aMin. de la Santé Publique, "Document de Programmation
Sanitaire Nationale (1930-1960)," Mars-Avril 1978, p. 12.
bMin. de la Santé Publique, "Projet de Developpement des
Services de Santé," Octobre 1983, p. 22.
FIGURE VII-1
ORGANIZATION OF PUBLIC SERVICES
LEVEL
CENTRAL Education MINISTRY Public Health
(National)
Division of Division of
Primary Instruction DIVISIONS PubTlic Health
REGIONAL Inspectorate of Provincial Division
(Department, Primary Education FIELD OFFICES of Public Health
Provinces)
LOCAL SERVICE DELIVERY Clinics
(Departments, Primary Schools POINTS Maternities

Villages)
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Inspector as in the case of primary education. The service chief is
typically a senior civil servant with extensive experience in the field.
This pattern has been changing in some technical services, however, with
the appointment of relatively young technicians with recent diplomas {rom
European, Soviet and North American universities %o positions of service
chief. Thus, the individuals in the region responsible for administering
services, supervising personnel, plarning and approving expenditures and
preparing budget documents tend, increasingly, to be technicsl specialists
with little or no administrative training or practical field experience.

The staff of most regional field office

1]

tends to be quite modest, often
limited to a typist and perheps an affice worker or baskxeepar, thersby
obliging the service chief to dedicate much of his time to routine

administrative matters rather than to Impartant tecknisal tasks in servige

delivery and the supervision, traininz and gii'} upirading of service

agents,

The field office provides tha critieal link between central officiala
and local service agents in a country with a rudimentary communication and
transport infrastructure, It Is tne field office that receives
interprets, transmits and assures the execution of central directives by
local service agents. The regional service chief supervises the parsonnel
in his jurisdiction, resolves disputes, authorizes leaves of absence and
travel requests and, in principle, assures the overall functioning ot
service delivery units. FHs is Jlso Lhe loe2al ministerial representative to

the territorial administratisn and meets with representatives of donor

agencies interested in tne devalopment of puhlic ¢ ryisa infrsstructure and
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operations., The nature of services and methods of provision are generally
prescribed in detail in ministerial regulations., Neither the service chief
nor the service agents have discretion in these matters.

The most local level of public services is the service delivery point,
In the illustrations presented in Figure VII-?, this correspands to the
public elementary school and the health clinic. Examples from other
service sectors include: the animal health post, the local treasury unit
administrative center (sub-prefecture), city hall (mairie), 3and the local
treasury unit {(perception). It is at this level where services are
provided and received that the most direct convact between tha population
and the centrally organized putlic service delivery system takes place.
The service agents are mid to low level (cstegories B, C and D) civil
servants and include Leachers, nurses, midwives, parzmadical personnel,
veterinary nurses, clerks and office workers, Tnzin responsihilities are
strictly limited to the execution of prescribed 5.0 0ine tasks, They have
no formal role in the financial aspests of the services they provide and

they are prohibited, except in rare cases, from 20ll2cting fees op chisrge

/73

for their services.,

Public services in Burkina, in keeping with their French antecadents,
are highly centralized, with virtually all decision-maxing authority held
by central ministry officials, With few exceptions, service agents and
Support staff are all central governmeut emgloyees, subject to assignment

and reassignment. by ministry Superiors, and dependent on the evaluation of

N

central of{icials in matters or promotion, Central government employees

o
“The issue of personnel review and evolustion is discussed in greater
detail in a later section.
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are found at all levels and positions, from the Director-General of a
central ministry division in Ouagadougou to the Prefect's cook and
housekeeper in a rural administrative center. Government employees are
subject to frequent transfers , often with little forewarning. The normal
periond of service in 2 particular area for younger employees is two years;
the period may be longer in certain services, such as health and education.
Regional service chiefs are rarely consulted and sometimes not even
informed of the decision to transfer a service agent in their jurisdiction.
Since promotions depend largely on central ministry officials (and on
personal contacts), civil servants prefer to remain in the capital city
where their skills and attributes are more likely to be recognized and
rewarded.

Regional service chiefs are allowed little formal or even
discretionary authority over the key issues of service organization and
finance. Organizational and procedural aspects of service delivery are
determined at the top and thus a service chief's primary responsibility is
to supervise the activities of his subordinates and to execute central
decisions, policies and programs. Initiative, if not formally pronibited,
is rarely encouraged or rewarded, and therefore innovation is suppressed.
Regional service chiefs and service agents alike are hesitant to undertake
new initiatives--or even to advocate such ideas--if they are unsure of the
receptivity of nierarchical superiors. The present government has
recognized bureasucratic rigidity as a problem and 3 welcome change in the
situation is promised by the current slogan extolling the "liberation of

the creative genius" of the people.
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In most cases, regional service chiefs are required to prepare budget
requests for their jurisdictions. These requests are aggregated at the
central level, revised and used in the preparation of the provisional
budget for the ministry (the Avant Projet de Budget). Upon approval of the
national budget and the beginning of the next fiscal period, regional
offices are accorded quarterly credit allocations for operational
expenditures. These credits are communicated to the regional treasury, and
a8 service chief may make expenditures against these credits with the

authorization of the responsible treasury official. No money changes

hands. Nor may a regional service attempt to generate its own revenue
through changes in the rates of, or creation of, user fees and charges, or
by undertaking income generating projects without formal approval from

central officials.

Territorial Administration and Service Delivery

Regional public service agencies and their staff are formally subject
to the authority of the executive officer of the unit of territorial
administration in which they are located. Prior to the territorial
reorganization of 1983, authority was held by the prefects of the eleven
departments and by their subordinates, the sub-prefects and arrondissement
chiefs, With the creation of 25 and later of a total of 30 provinces to
replace the departments, regional executive authority is held by the
provincial high commissioner and, in the localities, by the prefects.
Communes are managed by a secretary-general paid by the communal budget

while executive authority is held by the local sub-prefect or prefect.



Departments, 0fficial correspondence from the regional field
offices to the centrzl divisions of their respective ministries and from
the divisions to their field offices is to pass through the office of the
local administrative officer. The regional service chiefs are to keep the
High Commissioner apprised of all matters currently affecting their
services., All absences and travel outside of an agent's normal service
area, whether for personal or official purposes, must be authorized by the
relevant official of local administration. Finally, the regiocnal service
chiefs serve as a consultative body for regional policy and budgetary
matters in their capacity as members of a "special delegation" headed by
the High Commissioner or Prefect. It is tnrough this institution that a
very modest amount of planning and coordination of service activities is
attempted,

The subordination of field servicis of central ministries to the local
executive officer is an enduring problen ol this administrative model, in
Burkina as well as in other countries where it has been adopted. It was
only in the very early independence period when transportation and
communication infrastructure linking the capital with outlying areas was
weak and service infrastructure limited to a few major urban centers, that
territorial administrators--the "commandants de cercle®--held clear
authority in their jurisdictions. With the Administrative Reform of 1974
and the replacement of circles, divisions snd subdivisions with
departments, sub-prefectures and arrondissements, there has been an ever
present struggle for authority betwesn agents of territorial administration

and public service representatives,
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In part, this tension can be attributed to Jurisdictional problems.
The lack of uniformity in the spatial configuration of jurisdictions has
been particularly evident in the fiscal services and in the Ministry of
Public Works. Until recently, these services existed in only a few major
centers and consequently each regional unit had responsibility for an area
which included parts of or the entirety of a number of territorial units.
The Ministry of Public Works, for example, divided the national territory
into four regions while the Ministry of Rural Development's Regional
Development Organizations (ORDs) established a system of regions, sectors
and subsectors that were largely independent of the territorial boundaries
as established by the Ministry of Interior and Security. The 1,088 public
primary schools in Burkina as of 19833 were organized into 28 school
inspectorates or districts. These school districts generally respected
fermer departmental boundaries but did not recognize sub-departmental
boundaries (sub-prefectures, arrondissements).

In general, though, there has been pressure to harmonize territorisl
and service jurisdictions. The spirit of deconcentration as manifested in
the actions of the past few governments has favored the creation of a
complete set of regional field offices for each department. Thus, by 1983
all 11 departments were equipped with departmental divisions of public
health, taxation, social affairs and livestock health, among others. Rural
development, public works and primary education retained their own
Jurisdictions. The present government has called for the reorganization of

public 3ervices to conform to the organization of the 30 recently created

3Direction de la Planification de 1'Education Nationale--Statisques
Scolaires de 1974 1983.
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provinces. The implications of this decision will be discussed in a
subsequent section.

An even greater contribution (than the ares-wide incompatibility of
their jurisdictions) to the tension between public service representatives
and the local executive officers comes from the growing complexity of
technical services, With the expansion of service delivery systems,
growing numbers of service units and service personnel and increasing
sophistication of service technologies, territorial administrators are
faced with ever more complex problems of coordination and oversight, The
traditional training of a territcrial administrator, however, emphasizes
the "command" aspect of administration and places great importance on
matters of hierarchy, adherence to procedure and the execution of central
policy. ™"Control" outweigns "coordination" as an operative concept and
planning, inasmuch as it can be said to exist at all, is limited to the
preparation of an annual budget document which by law has to be balanced
between receipts and expenditures, and which, except for personnel cost,
generally bears little relation to outcomes.

Finally, the key factor that has prevented or at least obstructed the
ascendance of prefectural power over the deconcentrated public services is
the simple matter of money. To be specific, the prefecture has little or
no surplus to use for the operation or expansion of public services. As
was mentioned in the section on departmental revenue, departmentsl revenues
amount to less than 5 percent of total central revenues, and is perhaps 10
percent of central resources available at the local level. Major budgetary

support for the provision of public services comes from the central
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government, and service agents are dependent upon central offisials in
matters of job assignments, promotions and pay increases. Local budgetary
resources are consumed almost entirely by general administraticn, the costs
attendant to the nrganization of national examinations for primary school
students and the personnel costs of such low-skilled employees as birth
attendznts, night watchmen and custodians hired to supplem2nt centrally-
provided services. Little remzins to be distributed among the social and
economic services. 1Indeed, it has been observed that the prefectures,
subprefectures and municipal administration offices are among the poorest
of the public services in terms of material, equipment and transportatior.
In fact, it was c¢ommon in the past to find territorial administrators
forced to "borrow" fuel and office supplies from better endowed services
against weak promises %o replace the goods at a later date. This relative
material poverty did little to bolster the authority of the administrative
officer,

Communes . The sole exceptions to this pattern of extreme
centralization in the provision of public services are to be found in the
communes. More precisely, only in the major communes such as Ouagadougou
and Bobo Dioulasso some service agencies exist that are relatively
independent of central ministerial control and that are organized, staffed
and equipped largely from local resources. Even here, it is only those
services of a peculiarly communal character, such as sanitation, street
repair, maintenance of public facilities and municipal administration that
are allowed to operate with some degree of local autonomy. These services

correspond to the "voirie" and the "mairie" and are staffed by municipal
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employees. The post of Mayor is an exception in that it is an appointive
position to be held by the Prefect of the tarritorial unit in which the
commune is located. Thus, the Prefect/Mayor of the commune of Fada
N'Gourma was the sous-prefect of the subprefecture of Fada N'Gourms. By
placing a senior civil servant at the head of the communal administration,
the State retains control while allowing for a substantial degree of local
responsibility for service provision. The person in charge of the daily
functioning of the commune, the Secretary-General, is, however, a
municipal employee.

Other public services that operate within the boundaries of the
commune may receive some funding from communal revenues and have communal
employees--generally watchmen, custodians, groundskeepers and craftsmen--
assigned to them, but the bulk of service finance, especially salaries, is
provided by the central budget and personnel are hierarchically linked to
the central ministry's chain of command.u

Although the communes have greater financial responsibility for the
provision of services they, like the departments, have virtually no
financial autonomy. That is, the communes are required to accept
important~--and growing--financial responsibilities but are not empowered to
make decisions regarding resource mobilization, revenue administration and
taxation. As examined in detail in Chapter III, specific revenue sources
have been allocated to the secondary céllectivities with only limited

authority to vary rates within established limits. This lack of fiscal

autonomy effectively limits the capacity of local authorities to assume

y - . , . -
The nature of communal participation in service provision is dealt with in
greater detail for the commune of Bobo Dioulasso in a following section.
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organizational and financial responsibility ror the provision of public

services.

In summary, the system of integrated field administration in which
public service agencies are placed under the authority of the local
administrative officer reinforces central control over field agencies., The
deconcentration of public service functions has not resulted in an enhanced
ability to coordinate local resources nor has deconcentration led to the
elaboration of regional development plans. The experience in Burkina Faso
tends to confirm the verdict offered by Bonnaud-Delamare: "Deconcent.ration
is 2 method for the central government to increase its power by more
effectively curbing liberties."5

Expansion of Public Services in the Post-Independence Period

Burkina's consistently low rating on a host of commonly accepted
indicators of social and economic development confirm the reality of its
relative poverty, of its rudimentary physical infrastructure and limited
growth capacity. Yet these sometimes startling values--GNF per capita of
US$210, life expectancy at birth of 44 years, 3 crude death rate of 21 per
1000, an infant mortality rate of 157 per 1000, a population to physician
ratio of 48,510 to 16 and primary school enrallment rate of 20 percent--

obscure the important and often substantial accomplishments realized since

independence.

5Cited in Philip Mawhood, ed., Local Government in the Third World, New
York: John Wiley & Sons, 1983, p. 3.

6Drawn from the Worid Development Raport 1984 (Oxford University Press,
1984),
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When the territory was reconstituted as Upper Volta in 1947 and
Ouagadougou named as its capital, there was not one cement bulilding in the
town. Ouagadougou was little more than a large village surrounded by
forest with no paved streets, running water, electricity, sewerage or
public buildings other than the palace of the emperor of the Mossi. By
1960, the population had risen to around 60,000 inhabitants, a rudimentary
street system was in place, and the town offered two hotels for visitors.7
By 1969 there were over 2,000 private subscribers to the municipal water
system and over 3,000 subscribers to the electric grid. Nationally in
1969-70, the number of subscriptions to public water and electricity
amounted to 2,355 and 5,752, respectively. By 1982, Ouagadougou, with a
population approaching 300,000 inhabitants, alone accounted for over
128,000 subscriptions for water and 14,322 for electricity. National
totals for 1982 come to 220,613 and 26,845 for water and electricity
respectively.8

At the time of national independence, only 5.3 percent of school-age
children were enrolled in primary school., By 1983 this figure had risen to
16.5 percent, In the decade from 1974-1983, the number of primary school
students almost doubled, going from 118,569 to 229,361 students.

Enrollment in private elementary schools increased threefold, going from

6,081 students in 1974 to 20,875 in 1983.9 Secondary school enroliment in

public schools grew from 6,872 to 13,065 students while private secondary
7

"West Africa," —r —_ (July 29, 1961), p. 819,

8 . Do
Annuaire Statistique du Burkina Faso, pp. 117-124,

9. .. . . . .
Mlqlstre de 1'&@ucatlon Nationale, Statistiques Scolaires de 1974 1983,
p. 50, and Annuaire Statistique du Burkins Faso, 1984, pp, 65-66.
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schools increased their enrollment from 5,081 to 14,553 students during
this same period. According to datz provided in the Fourth National
Development Plan 1983-1987, it would be necessary to add 3,300 new
instructors to the 3,787 instructors teaching in 1983 to raise the primary
school enrollment rate to 25 percent with an average classroom size of 60
students,

Health indicators also show improvement over the last two decades.
Average life expectancy has increased, infant mortality, especially in
urban areas, has declined and morbidity rates of major endemic disecases
have shown some responsiveness to vaccination and other public health
interventions. Health services have improved, both in number and quality.
Table VII-1 shows the evolution in health facilities from 1976 to 1983,

2. Although the growth in numbers alone appears to be rather modest
(from 373 facilities in 1976 to 444 in 1982 for a population of 6.5 million
inhabitants), it is important to note that increases have concentrated on
fecilities readily accessible to people and which provide a wide range of
medical services. Medical centers are generally located in moderate size
towns and administrative centers while c¢linics with dispensaries are the
primary health care unit for rural people. Improvements in the numbers of
health workers of all categories have been realized. As seen in
Table VII-2 increasas have been particularly strong for certified nurses
(infirmiens d'tat) and practical nurses (infirmiens brevets).

The post-independence period, though hardly an era of rapid growth and
progress, should not be viewed 3S an era of stagnation. Some modest

improvements were realized and a significant part of the population now has
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TABLE VII -2

MEDICAL PERSONNEL BY CATEGORY, 1975-~1982

Category 19753 1982b
Physicians and Dentists 45 117
Pharmacists 6 28
Certified Nurses and Medical Assistants 217 637
Midwlves 50 174
Practical Nurses 438 1,100

aMln. de la Santé Publique, Statistique Sanitaire de 1975,
in Annuaire Statistique du Burkina Faso, 1984, p. 59,

b » Projet de Developpement
des Services de Santé&, Octobre 1983, p. 170. 1982 figures are from
1983 proposal minus personnel expected to arrive in 1983.
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access to basic sociul ana economic services. At the present time,
national resources are consumed almost entirely by the struggle to maintain
the existing service infrastructure, particularly staffing. Expenditures
for equipment and materisls used in service provision have tended to
decline relative to total expenditure during the past few years. It has
become necessary to look to external sources for the bulk of investment
financing. Local communities and service users, too, have been required to
shoulder heavier responsibilities as financial burdens have shifted from
central to local budgets and to private individuals.

Many of the gains realized since independence have accrued to the two
major urban centers, Bobo Dioulassc and Ouagadougou, and to a lesser extent
to secondary cities such as Ouahigouya, Koudougou and Banfora. The
information presented in Table VII-3 underscores the importance of location
In determining access to public services and to the benefits flowing from
public expenditures, Given the improbability of any major improvement in
resource availsbility from the central government, it is clear that if the
majority of the population is to benefit from basic social and economic
services, provinces, communes and leccal communities will be required to
take a much more active role in service organization and finance.

The Operation of Local Public Services

The preceding sections presented an overview of public service
organization at the national level. 1In this section the perspective shifts
from the global to the local. Attention focuses on the major elements that
make up the environment of local service provision: the physical presence

of services, resource availability, administrative practices and
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TABLE VII =3

STANDARD OF LIVING INDICATORS BY LOCATION (1982)

Large Secondal'y  Rural
Cities Cities Areas
1) Population (percent of total) 6% 4g 90%
2) Electricity (1981 percent of
low voltage consumption) 92% 8% -
3) Water Consumption T0% 35% 5
(liters/person/day) '
) Education
k.1 Enrollment rate (percent) 67.1% 45.5% 11.3%
4,2 Number of classiooms 806 600 2,561
5) Health
5.1 High level health workers
(percent) 50% 22% 289
5.2 Nurses (percent) isg 55%
5.3 Deliveries in Maternities
(percent) 80% 20%
*Consumptior of users of public water system,
SOURCE: Min. du Plan, IVeme Plan de Developpement Economique-3ocial et

Culturel, 1983-1987, June 1983, p. 496,
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capabilities, and the attitudes and concerns of servine providers and
users,

Presence. The geographic expansion of public service
infrastructure has been quite uneven with the density of public service
units being greatest in the major cities and the more populous and
economically active rural areas. Public services tend to be least
developed in the north (Provinces of Soum, Oudalan and Seno) and the east
(Provinces of Gourma, Gnagna and Tapoa).

Table VII-4 presents a list of services most generally found in major
administrative centers such as the prefectural seats of the former
departments. The list is intended to be illustrative rather than
comprehensive or definitive. Some services that could have been mentioned
were not, generally beczuse they are found in only a few cities, Examples
include the Agricultural Price Stabilization Fund, Employment Bureau and
Fire Protection Service (Sapeurs Pompiers). Classification by magnitude of
payroll was based cn salary and personnel data from central and local
Sources for the various services present in Bobo Dioulasso and the former
Department of Hauts-Bassins in 1984, A "High (I)" designation for the five
functional groupings signifies that payrolls for that grouping represented
over 20 percent of total payroll recorded. "Medium (II)" represents 10 to
20 percent of total payroll and "Low (III)" refers to groupings whose
combined payroll amounted to less than 10 percent of the total (also see
Table VII-5). Within functional groupings the roman numerals to the left
of the service name indicate the rough magnitude of a specific service's

payroll, again relative to total recorded payroll for all services for



254

TABLE VII -4

SERVICES LOCATED IN MAJOR ADMINISTRATIVE CENTERS,
BY FUNCTION AND RELATIVE MAGNITUDE OF PAYROLL
SERVICES SUPPORTED BY COMMUNAL (C) AND
PROVINCIAL (P) BUDGETS, BY
LEVEL OF SUPPORT

Socio-Cultural (I)

I Education CI, P1I
II Health CI, P1I
III Social Affairs C III, P III
ITI Youth and Sport C III, P III
Agriculture (I)
I Regional Development Organization (ORD)
I Rural Water (HER)
II Farmer Training (FJA) P III
III Livestock P III
III National Cereals Office (OFNACER)
III Forestry P III
Economic (II)
II Public Works (TP)
* Local Public Worxs (Voirie) CI, P1II
III Post and Telecommunications (OPT)
Lid Social Security (CNSS3)
* Water (O.N.E.)
*x Electricity (SONABEL)
Administration (II)
III High Commission Office (Haut commissariat) PI
III Prefecture P1I
II City Hall (Mairie) C1I
II Police C IIiI, P III
L Gendarmerie
Finance (III)
III Tax Service C III, P III
I1I Treasury C II, P III
III Financial Control
III Land Registration
LA Customs

I = High

Il = Medium

III = Low

¥ Provincial/Communal Service

%% = Organizations with budgetary autonomy
*#* = Personnel and payroll data not released

0
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PAYROLL AND PERSONNEL LEVELS OF PUBLIC SERVICES ACTIVE IN
MPFOVWCEQ“PD(JE.‘I‘ANDCDM'UNE(FB@ODIO(LASSO,

Territorial Adninistr'atign
—Prefectures (7+HC)*
—Camue

Interior and Security
—Police b
—GCendarmerie

Finance
—Financial Control
—Tax Service*
—Brigade of Pursuit*
-~Treasury*
—Land Registr‘ation
—Cuwstans

Healtn®
-~Camune
—Rural Areas

Primary Education
—Camune*
—Rural Areask

Social Affairs*
Youth and Sport*

Public Warks

Personnel by Category

1984
Payroll
(in thousands

of CFAF) A
232,724 4
70,841 4
161,883 -
53,015 5
53,015 5
113,3% 8
9,844 —
54,511 2
7,904 2
21,218 1
19,919 3
191,698 16
126,581 8
65,117 0
523,685 10
263,957 6
259,728 i
35, 811 o
29,906 6
171,249 3

18
18
Ty
12

1

%
53
10
254
155

15

25

e e s——— a———m—

Tanp Other Total
384 61 52y
I 61 1
33 - 383
by - 93
4y - 93
-— — H
12 24 227
8§ - 17
% y 119
- 4 11
i2 16 54
7 - 26
— — %
100 318
16 73 1%
25 27 123
28 — 624
19 — 304
9 - 320
8 - 51
5 - 37
338 3%
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Table VII -5 (cont.)

Payroll Personnel by Category
(in thousands
OfGFAF) A B C D Teawp Other Total
Rural Development? 476, 691 2 5% W 9 315 353 78
—orD® 263,000 730 15 — ;%8 36
~L1vestock 27,591 3 2 17 2 y - 28
~FJA 19, 755 ~— 5 6 3 3 3 20
—HER 107,227 3 13 - 3 2uy - 263
~Diverse Agricultural® 59,118 3 6 6 1 23 & 121
~-Unallocated® — -_— - - = — 29
Forestry 3469 10 10 9 1w 8 — 5
TOTAL PERSONNEL 89 534 519 127 %7 876 3,112

aIncludes the 7 departments of the Provirice of Howet and the High Camission.
Province of Kenedougou and its 4 departments excluded,

bPc-:‘r'sonnel data not avajlable.

ches rot include the Hospital of Bobo Dioulusso, one of two national hospitals.
MH estimates salary expenditure for the hospital amounted to 264,000,000 CFAF far 1983.

dData far Rural Development sector are incomplete. However, the most important
elements, in terms of personnel, ars included here.

elt is important to mote that a large number of amployees are paid out of
international project funds rather than by national or local budgsts., This is
particularly true for Rural Water (FER) and OKD personnel.  Salaries far the CRD paid by
the national budget probably do not exceed 75,000,000 CFAF oput of the total 263,000,000
CFAF. Remaining personnel are paid fram bi- and multi-lateral project runds.

f‘Inclujz-:'s only regional office personnel.

gUna.llomted persennel of various orgaiizations active in rural development
sectar. Payrall and grade data not available.

¥Estimations based on official pay scales effective January 1, 192, and valid for
the period under study.

SOURCE: Ministere des finances, Sous-cxmission 3, Sobo Dioulasso, Province du Houet,
Avril 1984, Administrative and Financlal Affairs Division of various
mnistries.
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which da'y were available. The intent here is to provide a basis for
comparison of the various services. The symbols to the right of the
service name indicate whether, and to what degree, the service tends to
receive budgetary support from communes and provinces. These indicators
are necessarily impressionistic given the substantial degree of annual and
inter~jurisdictional variation in service support.

The table reveals seversal important points. First, socio-cultural
services, particulsrly education and health, represent clear priorities in
funding from central and from local sources. The Regional Development
Organization (ORD) and the Rural Water Service (HER) also have very

substantial payrolls but little or no Support from local budgets, It is

also worth noting that a substantial part of the payroll of the ORD and HER
is provided by projects Sponsored by international donor agencies. 1In
areas where project finance is .ot availsble or where these services have
reached the end of a particular project and must rely on domestic budget
resources, their part in total service payroll is quite low,

A second key point that emerges from this table is that public
services do have a significant presenece throughout most of the country.
Many agencies are represented in rural areas and secondary cities and
towns. The services are "out there", though service infrastructure--
facilities, personnel, equipment--is often rudimentary and coverage of the
population is sometimes far from the desired level. Most of these services
benefit both rural and urban poulations and the jurisdiction of the
regional field office includes both the province and the commune. Only o

few services are delivered exclusively in communal areas and even then this
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is usually due to reasons of population density rather than jurisdiction.
Such is the case for water and electricity. Other services, such as those
related to agriculture, operate primarily in rural areas.

The sole service for which communes have primary responsibility is
local public works (voirie), which encompasses maintaining communal
facilities, sanitation, street repairs, and similar tasks. In the larger
cities, the proportion of communal expenditures allocated to local public
works is quite substantial, amounting in somz years to over 20 percent (see
Table V-10). Smaller communes, with smaller budgets and little communal
infrastructure to maintain, spend relatively little on public works and
concentrate instead on suppurting the operation of communal administrative
services,

Service facilities are, in general, poorly maintained and
underequipped. Regional field services receive small quarterly allocations
for operational expenses (discussed below) but, except in rare cases,
nothing for the routine maintenance of facilities. Many services,
especially in rural arecas, operate ou of decaying colonial structures
without electricity or plumbing. Although service facilities are generally
Kept. clean, the absence of funds for paint, repair of windows, doors and
office furniture, and necessary structural renovation creates a situation
which is discouraging to service users and agents alike and assures the
rapid deterioration of facilities.

Lodging has historically been provided for service agents in rural
areas. The quality of lodzing, too, shows the effects of inattention by

state and local authorities and service agants alike, The increase in
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numbers of service facilities and personnel has outstripped the increase in
the supply of public lodging. Although this is not necessarily a problem
in urban areas with a private housing market, it poses a grave problem for
service agents in small towns and villages. Given the usually shert period
of service in rural areas and the possibility of reassignment at short
notice, few service agents are willing to invest in housing--even if they
have the means to do se. Housing for teachers and health personnel is
often considered to be the responsibility of local residents. 1In
prineiple, primary school teachers will not be assigned to a school unless
adequate lodging is provided. The definition of what constitutes adequate
lodging varies from one region to another but generally implies a cement
Structure with a tin roof rather than the more common and less costly sun-
dried mud brick houses in which most people live.

The current government nas responded to the issue of public lodging
for service agents by sharply restricting the number of agents for whom
free housing is provided by the stsfe. Henceforth, service agents will be
allowed to rent public lodgings if they are availsble but neither the
government. nor the local population is responsible for supplying housing.
Instead, an important program of public residential instruction (Cits du 4
Aout) was given top priority by the CNR. The residents of each province
were to construct at least 25 houses of pressed bricks made of a
combination of earth and cement. Building materials were supplied by the
government. while local population furnished labor and local materials for
the fabrication of the bricks, Rec2ipts from the rental of these

residences will accrue to the provincial budget. Although the "City of
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August 4" (named for the date of the revolution which brought the CNR to
power) is considered a "popular" project aad residences may in principle pe
rented by any citizen, it is quite unlikely that anyone other than civil
servants will occupy the houses. Long term residents of smsll towns
generally prefer to establish thn2ir own courtyards, Also, the layout of
the City usually differs substantially from tne spatial arrangement of
compounds in traditional neighborhoods and the City itself is frequently
physically removed from cther residential neighborhoods. Although the
motivating sentimerts of the "City of August 4" program may be different,
the conception appears similar to that of the "quartiers des
fonctionnaires" establisned in numerous countries. By providing affordable
housing for civil servants ir the provinces, a partial solution to the
lodzing crisis has been found which has low cost to the State due to
voluntary contribution of labor for construction, the reduction or
elimination of most housing allowances and the end of free public housing
for service agents.

Resources., The performance of public servizces is closely linked to
the resources, both human and material, made availadle, In Chapter V data
was presented which indicated a tendency toward the reduction of material
expenditures rela*ive to personnel costs. The effects of inflation on
prices of material and equipment further exacerbate an alarming situation,
It is safe to say that only services receiving substantial external
financing are able tO perform at or nesr capacity. Those services which
depend primarily on central and local budgetary support operate well below

their potential in the senss that personnel are unable to perform up to
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their capacity, due to shortages of equipment and material. The situation
is particularly serious in rural areas but even regional field offices are
handicapped by the lack of basic material and the absence or disrepair of
essential equipment,

It now appears to be the norm in dispensaries for the monthly
allocation of medicines to be depleted within two weeks. Patients receive
prescriptions far basiec supnlias, Including alcohol, cotton and aspirin,
One doctor reported that he was often forced to require patients to supply
their own compresses prior to surgery. Primary schools receive little in
the way of educstional equipnenrt and materials. Textbooks are fraquently
insuffizient ¢ven fan icstructors, and chalk is becoming a scarce iten,
Few services have ample office supplies, and in some services office
workers are agllocarad agne ball point pen per quarter,

The gravity of the situation confronting service agents is vividly
exposed Iin cthe reporrs gsarvisc chiafs prepare annually (or the central
divisions of their respoctive ministries. The excerpts presented below
were drawn from anmual reports for 1979, 1980 and 1981 prepared by the
inspectors of the twe primary e<ication districts in the former Department
of the East,

An old administrative building houses the offices of
the Inspection. A serious restoration is necassary, without

which jt will be impaossidle to remain here through the rainy
season....

The inspectoar fs liviag in the building which
previously served 35 an office. Tnis is a temporary
solution. Furthermore, the Inspoctar's house does not
contain any furaishings....
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The same rather alarming insufficiency of desks and
chairs in the majority of schools is more and more painfully
noticeable each year. 1In the lower grades one often finds
four, five, six or even seven students sitting at a desk
normally reserved for three students. 1In some of the
formerly private Catholic schools, desks are rare and cne
may find in their place rough~hewn boards resting on
[stumps] and in other schools stacks of cement blocks or
mudbricks serve ss desks....

Textbooks are also non-existent, especially in the
formerly private schools. Many times only the instructors
(and a few students of well-to-do parents) have manuals and
all lessons, even reading assignments, are written on the
blackboard. In the past.few years it has been found that
supplies of educational texts remain grossly inadequate in
the face of growing enrollments....

The lack of materials, even those of primary necessity,
is increasingly felt and worrisome. The few supplies that
are distributed at the beginning of the school year barely
cover the first quarter: one must turn to the students'
parents who are making enormous sacrifices while
participating in the operation of the schcol lunch program
and in the maintenance of the [instructors'] banco houses.

Excerpted from Rapport de Rentre, Circonstription
d'Enseignement Primaire No 1 et No 2 de Fada
N'Gourma, 1979, 1980, 1981,

[Translated by R.E.H.]

What resources are available for local public rervices? The
determination of total resources from all sources encounters a number of
serious obstacles. Public services receive assistance in the form of
personnel from both central and local budgets. Foreign aid also finances a
Substantial number of service agents in key sectors such as rural
development, education, and health. Private voluntary agencies and
religious organizations are active in various sectors, from rural
development to primary health care. Information on the regional
distribution, or even on global numbers, of expatriate and foreign-financed

gervice agents is not available.
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Official sources are unable to provide accurate and consistent data on
government employees by ministry and no reliable data exist on the numbers
of central government employees by region. At the level of the regional
field office we found that it is not unusual for service chiefs to be
uncertain of the number of agents assigned to their service at any given
point in time. No data on expenditure for local service personnel paid
from the national budget by department or province is available.

For the purposes of this study, the research team collected
information on personnel by service from a variety of sources (see
Table VII-5 for the region of Bobo Dioulasso). To the extent possible, the
grade of public service employees was determined and used to calculate an
estimated annual payroll. In some cases, actual payroll figures for 1984
were available due to measures taken by the government to identify errors
in the system of payment (opration billetage). Only the major services
were covered, and even here available information was incomplete or
contradictory. These services are all based in Bobo Dioulasso. Most of
them are regional services and cover the area of the former Department of
Hauts-Bassins (presently the Provinces of Kridougou and Hout) and in some
cases the former Departments of Comn and South West. Notable exceptions
to this area fouﬁd in the category of territorial administration, where the
data for the prefectures is limited to the seven departments and the High
Commission Office of the Province of Hout. The commune referred to under
this category and under primary education and health is, of course, Bobo

Dioulasso.,
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The data presented in Table VII-5 provide a rough indication of the
relative importance of personnel in numbers and payroll for key public
services. Of particular interest is the distribution of personnel by
category. A is the highest grade in the civil service and is held
primarily by employees with a Master's level education or the equivalent,
Service chiefs and central ministry officials are usually of this category.
Civil servants at B-level hold high school diplomas and have completed
specialized training in fields such as nursing, education, and accounting.
Completion of the first furm of secondary school (BEPC) is required for the
C-level, and agents at this level fill a variety of positions from office
workers to nurse practitioners. A grade school diploma is the primary
requirement for D level employees. Temporzry agents enjoy a special status
in the civil service and, despite the title, are fulltime employees. Most
employees of 1local guthorities fall into this category.

Despite the ecconomic and political importance of the region only 89 A-
level cadres are assigned to the services for which we have information.
This represents less than 3 percent of the national total for this
category.1o The situation of the commune of Bobo Dioulasso is particularly
startling. The second largest city in the country, with a population of
close to 250,000 inhabitants, and the acknowledged economic capital of
Burkina, Bobo Dioulasso does not have one A-level employee and shows but
one B-level agent, according to our data. This is not to suggest that
existing personnel are not performing satisfactorily. Indeed, Bobo

Dioulasso is a vidrant and seemingly well run city, with well maintained

1OAnnuaire Statistique de Burkina Faso, 1984, p. 51,
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public areas and communsl facilities. Rather, the intention is to
underscore the absence of technical personnel and the burden this must
place on those responsible for the day-to-day operation of the city. The
lack of top level civil servants also suggests that municipal authorities
have littie capacity or responsibility for the development of short and
long range development plans, the evaluation of policy proposals or the
analysis of basic data relating to municipal finance. Technical competence
in the areas of financial management, personnel, and municipal
administration is essential if communes are to assume increased
responsihilities for the organization and finance of public services.

The lack of high level personnel at the Treasury is also noteworthy,
The regional treasury in Bobo Djoulasso is responsible for operations not
only in the Provinces of Hout and Kndougou, but oversees the pravincial
treasuries at Banfora and Gaoua, as well as the numerous perceptions in the
region. The tressurer is also the head of the municipal treasury of the
commune of Bobo Dioulasso., These rather overwhelming responsibilities
prevent the treasurer from providing the degree of technical Supervision
and control necessary for the effective operation of this service and

reduces the contribution of the treasury in financial planning.
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CHAPTER VIII

" SUMMARY AND RECOMMENDATIONS

Overview

Local authorities in Burkina Faso historically have played a limited
role in the provision of public services, concentrating almost exclusively
on territorial administretion. Under centralized administration, social
and economic services are organized and financed by central authorities
through field agencies. At present in Burkina the central budget, always
strained, is under particularly severe pressure due to increased debt
repayments and is scarcely capable of supporting the current expenditure
required to maintain present levels of local services--estimated to be less
than 4,000 CFAF (US$10) per capita per year. Local communal and provinecial
budgets now contribute an additional 10 percent. Ore approach expoused by
the GOB to relieve the fiscal pressure at the center and improve local
services 1is decentralization leading to an increase in the financial
responsibility of local authorities in service provision and development of

l¢nal infrastructure.

This report, which is the culmination of two separate phases of in-
country study and subsequent analysis, focus¢s on local resource
mobilization and its potential for financing the recurrent costs of such
local services as education and health, and of possibly providing support

for investment in local infrastructure.
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While local resource mobilization is emphasized here, the range of
concerns has to be considerably broadened to take account of the provision
of lecal services by central field agencies financed by the central budget
and the crucial roles of the central tax service and the local and regional
offices of the treasury in assessing and collecting both central and local
revenues. Also, decentralization inevitably brings with it greater
emphasis on 1local participation in budget preparation, ‘execution, and
evaluation, as well as modification of aspects of the organization of
service delivery,

Central and Local Revenues

The starting point for this study was a review of the characteristics
of the public revenue system. Burkina's per capita GDP of US$200-250 sets
rather stringent limits on public revenues. Central revenues which have
averaged about 14 percent of GDP over the past decade are roughly in line
with the revenue effort of other sub-Saharan African countries, Given the
low income 1level, this effort, however, translates into only about
8,000 CFAF (US$20) of annual per capita central revenue. Local revenues
amount to far less; they are under 1 percent of GDP and on a8 per capitsa
basis come to only 435 CFAF (UJS$1) per year,

Central revenues are dominated by taxes on imported goods. Among
domestic revenues, recoveries from direct taxes on wages and salaries and
on profits slightly exceed those from the indirect turnover tax. The major
source of revenue for rursl authorities is a modified head tax, although
taxes on domiciles and husinesses also are imposed. Communal revenues come
largely from the patente, a combined occupational license fee and tax on

rental value of premises, and from a domicile tax also related to rental

values. Communes also continue to receive the proceeds from a head tax.
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Per capita central revenues have kept pace with nominal growth in GDP
as have rural per capita revenues. Because of the influx of population
into the communes of Ouagadougou and Bobo Dioulasso, which account for over
80 percent of communal revenues and expenditures, per capita communal
revenue has lagged considerably behind inflation. Real per capita revenues

in 1983 were only about one-third of their levels in 1977.

Per capita revenues vary considerably among individual departments and
communes. Variations among departments are not clearly related to the few
available measures of differences in their economic circumstances.
Communal per capita revenues do vary with population size and other
indicators of economic activity; nevertheless, there also is an enormous
year-to-year volatility in reported local revenues. Part of this results
from inconsistencies in the amounts of revenues reported from varius
agencies, i.e., local treasures, the nationsl computing service (CENATRIN),
and the local accounts department of the general treasury (SERPOCO). Other
factors are that reports from a given source do not always cover the same
period of time and that revenues collected after the close of an accounting
period may show up as part of the following year's receipts. However, the
most important factors in the year-to-year variability of local revenues
are variations in the assessment of tax liasbilities by tax agents, in the

timing of the receipt of the tax bills prepared by the central computer

service by local collection offices, and in the proportions of those
assessed and non-assessed who actually pay their tax liabilities. Without
improvements In these areas the instability of revenues will frustrate

efforts at increased participation in service delivery by local

authorities.
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Tax Reform

Examination of local revenues finds them low and variable at a time
when the strategy of the GOB is to assign additional tasks to locél
authorities. If increased financial responsibilities are to be accorded to
provinces and communes, it will be necessary to devolve greater fiscal
authority as well. Most taxes and fees over which the locality has some
influence are already at the maximum level allowed in the tax code,
Although we do not recommend substantial across the board increases in tax
rates, it is important that local residents be allowed to alter tax levels
in accordance with local needs and economic conditions, Concern for local
resource mobilization led this study to investigate possibilities of
(1) raising rates or changing provisions of taxes whose proceeds ac2rue to
local authorities; (2) imposing new local taxes or assigning proceeds of
central taxes to localities; and (3) improving the administration of all
taxes, particularly those whose revenues accrue to communes and provinces.
We did not consider as feasible insticvution of a system of
intergovernmental transfers from the center to localities.

Despite the low incomes of rural populations, rates of taxes in rural
areas were found not to be unduly burdensome. In fact, there is sonme
question of the asppropriateness of the recent revocation of the lowest
category of the head tax. The surtax (ID):associated with the IFR was also
effectively eliminated since virtually all rural inhabitants are grouped
into the sixth category. The combined rate of thesc two taxes, which
ranged between H480-510 CFAF, rarely created a severe hardship for
taxpayers. Indeed, the annual liability of this tax for each eligible

adult. amounted to less than the average price of a chicken or the cost of
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four bottles of beer. Yet proceeds from the surtax alone accounted for
more than half of the revenues of most local authorities while the IFR
provided virtually the entire investment budget for the departments. Rural
taxpayers now may pay considerably more then they did for the IFR in the
form of volurtary contributions (cotisations) for centrally initiated
"popular development projects." Although these projects will quite likely
prove to be of benefit to rural residents, voluntary contributions hasve the
disadvantage of being largely unanticipazted by the contributor, who may
find it difficult to produce the required amount on short notice. Reliance
on voluntary contributions also provides the conditions for what is called
the "free rider problem" that occurs when benefits may be enjoyed by those
who did not pay for a given service as well as those who did. This, 1in
turn, can discourage voluntary behavior.

Provincial budgets, already weakened by the elimination of one of
their major sources of revenues, will be further depleted by the
consequences of the decision to transform all provincial seats into
communes. Since communes have separate budgetary authority, revenues from
Sources such as the patente, bicyecle and motorized vehicle registration,
and the contribution mobiliére, all of which are assessed principally in
urban and semi-urban areas, will be withdrawn from provincial use and
credited to the budget of the communes in which they are collected.
Provincial resources, particularly in the less economically developed
regions, will be drawn primarily from taxes on bicycles and guns, rural
market. fees, and patente payments from small merchants in the villages.
Expenditures for health personnel in rural clinics, maintenance of roads,

public buildings and miarkets, and material for the operation of 1locsl
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schools, clinies, and administrative centers will necessarily decline with
the reduction in provincial revenues,

in communal areas, enforcement of statutory rates of direct taxation,
particularly on business incomes, would impose significant burdens, which
in some cases would exceed 30 percent of household income. These burdens,
however, well might be compensated for by valued communal services.
Nevertheless, there seems good reason to recommend the review of the impact
of the total package of business related taxes in urban areas with a
thought to reducing statutory burdens on medium sized commercial
establishments while improving enforcement at the same time., 1In practice,
deficiencies in assessment and enforcement too often result in thcse liable
elther not paying at 3all or paying only a fraction of their true
liabilities,

We do not recommend increasing rates of local direct taxes,
except for reconsideration of the elimination of the lowest category of the
head tax, raising the communal public works tax (voirie) from its low rate
of 125 CFAF per household and increasing the street cleaning tax
{balayage), Increases in the 1latter two communal taxes are needed to
finance services related to streets and sanitation whose benefits would
accrue directly to those paying these taxes. Fees and charges account for
about half of local revenues. Those related to service provision, such as
market fees and vehicle registration, should be increased to reflect
inflation. Adjustments in slaughter fees and fiscal stamps should be made

with consideration for the important social purposes they serve,
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As regards imposition of new local taxes, we do not see opportunities
for productive changes., The potential tax base in rural areas is extremely
limited. Given rural land tenure arrangements which rule out taxation of
agricultural 1land, the exlsting tax system does not overlook any
significant revenue sources. Extension of fees and charges to primary
education or health seems inappropriate at this time since users already
are paying expenses incurred in connection with using these services. 1In
communes statutory direct tax rates, 1if applied to existing tax bases,
would raise substantial amounts, Some fees and charges should be raised,
especially those related to markets, but generally communes have adequate
revenue capacity if existing potential is realized.

There is only one central tax wkich should be considered for
allocation to local budgets. The beverage license tax (licence) should be
returned to the locality in which it is assessed.

Tax Administration

The main strategy proposed here for increasing local revenues is
improved tax administration. Extensive examination of this area revealed
that Burkina suffers from the problems afflicting tax administration in
most developing countries: (1) inadequate resources, including training,
for the field activities of the tax service; (2) lack of data for
evaluation and identification of specific difficulties; (3) delays in
delivery of tax bills to collectors; (4) virtually no active efforts to
collect taxes; (5) scarcely any cooperation or even contact between those
responsible locally for assessment and for collection of taxes; (6) absence
of incentives to respond to needs of local authorities by local agents of

the tax service of treasury whose allegiance is to their ministerial
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superiors. The consequences of these problems are failure to identify
pctential taxpayers, underassessment of those identified, and low recovery
rates.

Improved data management is cruciasl to better tax administration. To
increase the consistency of figures on local revenues by revenue source for
the provinces and communes, we recommend that (1) further training in
accounting and information management be provided to local collectors
(percepteurs) and other treasury employees; (2) the supervisory function of
regional trezsuries be strengthened with review of the accounts of local
collectors prior to their submission to SERPOCO; and (3) assignment. to
SERPOCO of responsibility for the preparation of a detailed annual report
of provincial and communal revenues by revenue source. Local territorial
authorities should also be involved in monitoring the accuracy of local
treasury (perception) accounts since they have a direct stake in the
outcomes. Better use should be made of existing information through a more
productive utilization of CENATRIN datsa.

Major improvements in taxpayer identification and asgessment will
require strengthening the capabilities of the Tax Service. Our
recommendations emphasize enhanced mobility and increased numders of
personnel, especially A-level cadres, and materials allocated to existing
Fiscal Divisions, rather than the creation of a large number of provincial
divisions which in many cases would not be cost-effective,

Existing structures, especially territorial administration, seeurity
and popular organizations such as the CDRs (Committees ror the Defense of
the Revolution) should be used to improve identification nf the relatively

few taxpayers liable for the patente and domicile tax in rural areas. In
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communal areas, serious efforts must be taken to identify and adequately
assess those liable for the domicile tax. We recommend that the entire
communal area be included in the assessment of this tax and, most
important, that all domiciles be assessed at a rate based on an accurate
and updated measure of their rental value.

Improvements in tax recovery will result from increased voluntary
compliance and more effective enforcement., To accomplish this, we
recommend that emphasis be given to educating citizens about their tax
paying obligations and the uses made of tax revenues. Local groups such as
the CDRs may be used to distribute tax bills in the communes and to provide
information regarding methods of payment and dates by which payment must be
made. Taxpayers must also be convinced that tax laws will be enforced and
that noncompliasnce will result in substantial penalties. This can only be
accomplished through the systematic application of sanctions against
delinquent taxpayers.

To improve collections from local fees and charges we recommend tlit
increased attention be given to the supervision of personnel uid to
administration. Illness of the collector of market fees should not result
in the loss of substantial revenues, nor should the lack of recuipts or
license forms be permitted to obstruct the collection of bicycle or motor
vehicle registration fees. Reasonable quotas for collection should be set
and revised in light of experience., Persistent failure to achieve quotas
should be grounds for dismissal of fee collectors unless reasonable
explanation is given,

Expenditures and Budgeting

As a result of borrowing and foreign aid public spending in Burkina is

approximately double budgetary revenues. Most foreign aid is for
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infrastructure snd other investment projects, including training.
Budgetary revenue, on the other hand, is used almost exclusively for debt
repayment and for personnel and materisl necessary to operate government
agencies, Calculations have shown that about half of these operational
expenditures are made to provide for what are termed local services, that
is, services whose provision requires a locally based operational unit,
such as dispensaries, primary education, rural development, and local
security. The other half of central budgetary outlays goes for services
which do not require field units, such as higher education, research, and
national security. Maintenance of these local services requires national
budget revenues to cover their recurrent costs since donors are generally
unwilling to give aid for these purposes.

Rural local suthorities make extremely modest contributions to these
recurren® costs. Departments, whose average per capita spending in 1982-83
was 236 CFAF (US$.55), devote about one-half of their personnel expenditure
to supporting the dispensaries of the central Ministry of Health. In
addition, about 6 to 7 percent of their spending is used to provide
material to the various central services operating within the region.
These expenditures, while extremely small, are counted on by the service
chiefs of the central services,

Communal spending, particularly in Ouagadougou and Bobo Dioulasso,
reflects urban needs and priorities, Per capita expenditures in the
communes, which averaged 1,324 CFAF in 1982-83, are allocated to public
works, e.g., street repair and maintenance, and street and market cleaning,
as well as to sccurity, education, and health. Unlike rural areas, in

which service provision is performed only by central field units, communes
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maintain and operate their own sanitation, police and street maintenance
operations. Both rural and communal authorities devote substantial shares
of their spending to activities related to territorial administration.

The modest budgets of rural authorities and communes are, then,
important in their own right and provide key resource support to central
services, Whether for large or small amounts, control over public
expenditure requires budgeting. At the central level, Burkina follows
budget procedures common to unitary states. Preliminary budgets are
prepared by individusl ministries and revenue projections made by the
treasury. These materials are reviewed by a council and a budget is
approved and credits allocated. As regards the central budget procedure in
Burkina, there hsve been concerns regarding classifications which did not
permit assignment of all expenditures to ministries or by purpose and,
therefore, inhibited analysis of the executed budget. The institution of a
new budgetary nomenclature is expected to resolve these problems.

Local budgeting is far behind the status of central budgeting. 1In
principle, local budget procedures include preparation of preliminary
budgets, their review and approval, and even the comparison of executed and
approved budgets in the official management accounts of the twe local
authorities. In practice, the most serious problem is that revenues that
constitute the basis for expenditure planning are substantially
overestimated. This results in the need to cancel anticipated spending for
discretionary purposes--usually support for central field services and
local investments or major repairs--as revenues fall short. Considerable
improvement in thesc budgetary practices is requirad if the anticipated
greater participation of local authorities in the finance and planning of

local service d2livery and investments comes Lo pass,
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We recommend the organization of regional seminars on budget
preparation and financial management to be attended by local territorial
administrators (for example, the Secretary-General of the High
Commissioner's Cffice), provincial and communal accountants, and
representatives of the regional treasury, along with local treasury agents
(percepteurs),

Representatives from both the treasury and the tax service should take
an active part in the preparation of loeal bpudgets. Projections in the
preliminary budget should prcvide realistic estimates of revenue
collection, based on past experiences, and not inflated estimates of
potential liability. This will presult in more accurate estimates of
expenditures and produce a document which has greater utility for planning.

At the same time, arrangements for actual engagement of approved non-
personnel expenditures, whether out of local or central budgets, is
cumbersome and subject to undue delay. The complex system for approval of
a purchase, acknowledgement of its receipt, and authorization and execution
of payment. for the purchase is such that the absence of one of a set of
officials can hold up a transaction indefinitely, Also, the chier
executive of the local authority must review routine aspects of this
process when his participation should be limited only to those situations
where genuine decisions are required. Reform is needed here to make the
system more flexible.

We suggest that authority over expenditures of less than a certain
amount, say 100,000 CFAF, be vested in either the Secretary-Ceneral or the
provincial or communal accountant. Expenditures in excess of this amount

would continue to be authorized by the High Commissioner or the Mayor.
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Close supervision and monitoring of expenditures would, of course, be

necessary.
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EXHIBITS AND TABLES
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TABLE A-1

BASIC ECONOMIC INDICATORS FOR BURKINA FASO
AND COMPARISON COUNTRIES

Other Low Lower Middle
Burkina Income Income b
Indicator, Year or Period Faso Countries Countries
GNP/Capita, 1982 $210 $250" $8u0"
Average Annual Growth Rate in GNP/Capita, 1.1% 1.1%w 3.2%w
1960-1982
Average Annual Growth Rate in GDP, 1970-1982 3.4% 3.43" 5.38"
Average Annual Rate of Inflation, 1960-1982 9.7% 179" 1n.78"
Life Expectancy at Birth, 1982 Ly 51" 567
Growth Rates of Production, 1970-1982
GDP 3.u% 3.u% 5.3%
Agriculturs 1.49 2.3% 3.1,
Industry 2.9% 4,0% 5.8%
Manufacturing 3.4% 3.2% 5.5%
Services 5.4% 4.5% 5.4%
Structure of Production W y
Agriculture g uu%w 23%w
Industry 16% 16% 35% y
Manufacturing (12%) ( 9%2’ (17%‘)1
Services 43y Loz 422
Use of Produ:tion (Average Annual Growth Rate,
1970-1982) m m
Public Consumption 8.7% H.Z%m .uzm
Private Consumption 2.8% 3.3%m U.S%m
Gross Domestic Investment 3.2% 3.2% 6.6%
Structure of Demand, 1982
Public Consumption 20% 1% 13%
Private Consumption 89% 86% 70%
Gross Domestic Investment 15% 13% 23%
Gross Dcmestic Saving -9% 5% 17%
Exports of Goods and Services 14% 1% 20%
Resource Balance -249 -8¢ -6%
Agriculture and Food
Fertilizer Consumption (per hectare of y u
arable land) 19 187w 373
Average Index of Food Production/Capita 95 97 108

(1969-1971 = 100)
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Table A-1 (cont.)

Other Low Lower Middle
Burkina Income Income
Indicator, Year or Period Faso Countries Countries
Energy
Consumption (Average Annual Growth, W g
1974-1981) 13.1 3W7 5w5
Energy Consumption/Capita, 1981 22 80 W 362 y
Energy Imports as Percent of Exports 7% 4og 27%
Merchandise Trade (Average Annual Growth
Rate, 1970-1982) m m
Exports 9.1 0.2 1.6
Imports 6.7 0.7" 3.3m
Terms of Trade m ﬁ
1979 113 108 98
1982 97 8 89"
Balance of Payments
Months of Import Coverage of Gross W W
International Reserves 2.3 3.0 3.9
External Debt and Debt Service
External Debt as Percent of GNP 29.3% 28.7% 27.2%
Debt Service as Percent of GNP 1.7% 1.6% 3.7%

3The World Bank defines low income as equal to or below $410 per capita in

1982.

bLower middle income is defined as between $410 and $1610 in 1982.

wis weighted mean,
Mis median.

SOURCE:

World Development Report, 198U,
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TABLE A-2

BASIC DEMOGRAPHIC INDICATORS FOR BURKINA FASO
AND COMPARISON COUNTRIES

Other Low Lower Middle

Burkina Income Income
Indicator, Year or Period Faso Countries Countries
Population, Average Annual Growth
1960-1970 2.0 2.5 2.5
1970-1982 2.0 2.6 2.5
1980-2000 (projected) 2.4 2.9 2.4
Labor Force
Percent of 15-64 Age Working, 1982 52% 53% 55%
Percent of Labor Force, 1980
Agriculture 82% 73% 56%
Industry 13% 1% 16%
Services 5% 16% 28%
Average Annual Growth, 1970-1982 1.6% 2.3% 2.4%
Urbanization
Percent Urban Population
1960 5% 12% 243
1982 1% 20% 349
Average Annual Growth, 1970-1982 6.0% 5.2% L, 4g
Health
Population Per Physician, 1980 48,510 15,931 7,765
Population Per Nursing Person, 1980 4,950 9,716 2,462
Daily Calorie Supply as Percent of
Requirement, 1981 95% 91% 107%
Education
Primary Enrollment Ratio (1981)
Male 26 84 106
Female 15 58 91
Total 20 T2 101
Secondary Enrollment Ratio (1981) 3 19 34
Higher Education Enrollment Ratlio (1981) >.5 2 9

W is weighted mean
m 18 median

aThe World Bank defines low income as equal to or below $410 per capita in
1982.

bLower' middle income is Jefined as between $410 and $1610 in 1982,

SOURCE: World Development Report, 1984,
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TABLE A-3

COMMUNES BY DEPARTMENT AND PROVINCE

Depar‘tment.a Communeb Pr'ovincec
Centre Ouagadougou Kadiogo
Kombissiri Bazega
Centre-Est Tenkodecgo Boulgou
Centre-Nord Kaya Sanmatenga
Centre-Quest Koudougou Boulkiemde
Reo Sanguit
Yako Passore
Est Fada N'Gourma Gourma
Hauts-Bassins Bobo Dioulasso Houet
Nord Ouahigouya Yatenga
Gourcy
Sahel Dori Seno
Sud-Quest Gaoua Poni
Liebougou Rougouriba
Volta-Noire Dedougou Mcuhoun
Nouna Kossi
Tougan Sourou
Comoé Banfora Comoé
Kongoussi Bam
Zorgho Ganzourgou
Bogand2 Gnagna
Orodara Kenedougou
Koupédla Kouritenga
Pd Nahouri
Boulsa Namentenga
Ziniaréd Oubritenga
Gorom-~Gorom Qudalan
Leo Sissili
Djibo Soum
Diapaga Tapoa
Manga Zoundweogo

a'I’en departments created in 1974. Ccmoé created in 1979,
bEighteen communes operating in 1983.

cProvinces established in 1984. All provincial seats declared
communes,
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TABLE A-4

ONTRAL GNFRIFNT TAYFS

Bule Mrovisios Notes

A. Taxes on Income ond DYofits

2.

Tax~s on Iindividnds

[

e,

f.

Stanty+d Tar on firyee -
imit forfaltalre s le revu
(IFR)

Nroxrmrcelal froflts Tax -
Impt. s 1es boeliom drq
frof~ston non ormyclalns
()

regrenaive v Tar -
M grogeasil :s le reverue
(1)

Sirgls Nogremilve Tax n Wgrs
ar) Salwien - It anlgr s
1m traltomnts et salalres
(1rs)

Tax on Aental Toreme -
It spt les revowrs mbitlas
{IR1)

Tax en Aeal Fat~te Caplital Galns -
Taw &r 1r pln-valuxs
famhillores

Tars on Copratios

intntrial, Comyelal ad
Ag-lentral fnflts Tax -

It proprvticrem) sir jes
tsurf{icom {ivhotrinele, conmorclmn
et ~>lcoles (BIC)

*
aly colleetian In aam atsid ormrm acyue
to emtral gwmimnt vl e retisavd to
ruwal Irealities 3y (nvetmyt sitenldy. Sixth
categ ey exevyatng an of 1965, vhich virtually
eliminitns revas fraw this tax,

Fayahln ty ma salaiet rendd s brluern Hn ags o 18 ot (0,
Hnt pay minlmm et bt tax Hablifty In gasar~] ayoos
3ix elmsifieatlioen of ~yxyoic actlvily axrenparding to
proerplive oo level~,

bl Invy on et el its dvlved feem "3 iteral” profesadan,

prta of A mormmaevelal mtiee o atl othy acogatian

and glnful activities (evvntially self-tplaymat In the mvdm
mylkan sxtor) widch ae mt sbhject to other fioym o pofits Lomy,

As of 1985, rates swe a8 BIC.

Sin= 1970 lrvied enty e the e of Prenvdy tevintent
aniabiyrw eprts, A artax on Inpwm suhject to tie IUTS abowe
OAF 20,0r0.

Lrvied it Ut ot gt of qehtio nd rivate vipa, sl im o Raten 2-30 proont.
o crh byl rexlved by preeen dnlallnd In Reklny Fan,

Allngure five Fally atatin aod mrive of dpourdmita ivmi] an

of 1905, Living allovwrm, iving avd sslnctd otlyr ymnts

;e cxaptod, e tax 13 wiUdeld at the aosron,

T on gov rental (ovme fivm fepvowd o0 tniayeovned real eatate,  Collanted almnt exchiniwly (n comnal aes.
As of 1975 the pevion axrmdion of Un flrmb 120,000 (FAF a0t Ay of 1935, rates swe &0 BIC.

exchimlon of lovims fium the Tirst snven yeawes of revtal of v

poprty @e rewkedt,

Tax on eapital gnlm resalting from the vohrtry o Involuntay
sile of real estate.

{avird ca the actinl penfita of all pywmarnt satablistimntsy fate: Oto &0,0M GFAF 10 prromt
in Rekim Fam aftae dvbrntion of rexxmable inlnms erprmos 51,00 0 MO0 (FAF 20 pryremt
ad income from finnclal asaets, 601,70 to 2,500,007 OFAF 5 pront

above 2,500,000 CFAF 45 prromnt
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Type and Home of Taxes

Table A-4, Page 2.

Bule Mrovisios ' Notes

b. Fiat Rate Minimm Thx on
Capratinm - It minimm
{orfaltalre s 1oy pofeaion
intnirielles et amwy-clales
(n¥rIC)

3. Othor Umllomble Tax=s on Income

a. Tax on Irrme (rvm Secuitien
(1.e., finvnrlal aswta) -
It sir le rovwnu o008 valars
b tides (1)

Srctal Soourily Contriatton -

foLisatian de sxuiie aociale

Payroll_and Appeontiomhilp Tax -
Taxe pirunie et d'apgrotisogs (TTA)

Jaxs on n"!Wl!

§. Registrat{-= Tag ~
Droits d'mergistrame

2. Lwef Regintsation Ty =
Denfta A tmatricn M ion et
a4 irvription faviae

3. Tux mn Televisions -
Tax» 23 13 Televismas (Tele)

R Liventerke Tax -
Taxe o1° le hntall (TRET)

Drstic Tans on Goxds and Savices

1. Tirmowr Tox -
Tare - le chiffre d*affatres {(TCA)

Individnla ad hinlorseny shfort te e RIC k. Wren tirrows gvs
oL exovedd (FAF 15 mi 111 shyy ot rineipml activity 1e

retatling avl (FAF 5 atilien ollrvwine ™y doooe W be taxed on 8
prexmplive axacaent of profits,

A lax vitiirlg at the seeee as dividuriy, itereat i oty (e
rom avte(Llen raceluyd by Intivionly a- omnies regydlen of
trir nmtianlity, Rites vy from 16 o 27 pyomt dnperdirg on
tyre of secu-ity.

For fnlly allnows, wekoey orpaviitim vl retirmmt,
Prployrts® shive 1s 18,5 prenit of wges and salwcies; 8.5 promt
ts dxduxted N oployne's ny.

A tar m e total ymnt of v, bvefita ol trave] oxprives
P by any Indtvidnal o Jeml mtfry, rpleyre s vio proc-
pofeulant talnhig aw bn eympteg fivm He i, Ratm ae 8.7
pyomt fa- dmotic and 8 pyomit o faelg aployas,

A tax m tin valoe of oruly (amrd vvperate acogeitley, av for

rrtal propyty Lamfa and hmrsow,  Rateg drisnaf on mture of
tranxtim,

A tax pald to reglater Ingal Litle of I,

A tax of (FAF 5,000 pid by teen [n weny wrer TV sipnle ye .
avallable wtone clectricity awrumption exonedy a stifulated mintmm,

A f1at rate tax en caltle (1505w CFAF), brvaen (150 (FAF), Mly rollortiom In arens cutside comnrs acoue
Sxkeys (S0 QAF), crnls pigy (100-150 CFAF). o contral gowsymnt,

A tax on the turmovr {tota) rooeipts phin amynts dn by Te rate {4 21.95 proat m the bue, Flins
cotracts it fnwlom) fivm Hin nanly of nwd and ladgleg, adle  with silem of lma thn 15 mltHn (FAF my my
of grevir arvemmdt vy rrmfam, ottt i, mlaharing, ad @ A reamplive boe I acrosting recads are
rovision of avvlons Iinloting I frovisin,  Inurare ok kept,

arymiies, nreppes, enveta ol nny gty for Al ic
arrunpticn are exmpt 1 av 33les @ trasfo's by adninistrative
bodien,

19:14



Type and Hame of Taxes

Table A-4, page 3.

Basic frovislas

2. Excism -
Taxes de corermition

a. Loally Hoefartr 4 Prvrags -
Taxe s 1nn bolsxan de

b, etmleam Dvdris -
Taom =y 1 polilts petroliors

c. Cwtridgrs -
Tam =r lm cricadrs

¢, Imrrted fovrags -
Taxe sr 1es oisyors joprtecs

3. Polfits of e Trhvvro Myrmly -
Nodilts de roryole 0™ Tabwes

¥, Other Taxm on Gxds and Sarvices i

a. Tax m Irewewre folinles -
Tae s 1os contrats d'anourance

b. Pravagn Sales Licwos -
Licrorsm - wante 3 1a conoommtion

F. Tams on Intomatioal rakr avl Iqoats

1. Onton Pries -
Drotts &2 dxswm

2. Fisnal DRim -
Droits flacwx a 1'Imortation

e it tares are levied on the folloulng froducts:
Collnrtnd fiom two myjor locat prodrvrs at rate rr tnttle of
60-80 GFAF fa* nmr-aladollic bevaragmy ad 10 (FAF fa- brar,

I by oontirm aevnts at Ll of otry Into cantry; 59 prront
aymeked (o fuvd Fud.

Mrodred by state maopoly.

Cnllected by antam at rales pr toftle from 107) W 500 OFAF an Rates raisnd Lo thoe levels {n 1965,

aloinlic bevoragr avd SO0 (FAF fa* nn-alninlie.

Trhv Tohwyn tornmly controls all anprets of Un tobrmn points
frintey vt trad vithin Peddmy Fon,. Nie prve it pofit
avvulrg In the S1ate rvpnla Ny diffrrnce hotown the (lred
frioe at which licvend retlas are alloey to arll trtno
potris v tie wmoof He ant of thae pokects phn the
armission gated to avthor i sdolesilers.

Avenl tax o1 tmeraore o pald by treevse, folicles L
of. by nm reabibuia ar oxariog vlatn athintag oANA of
Bakim Fxo ae exrmpt.  [Fxane fnim tuowr tax. }

A Lxe on all mtabtintrnita snliteg bwvaraga for
oxermpLicn an the premiam,  Riles vary by loonlity, boveorages
snld ad establinimat,

M walrrom dfies n the i ot o pted Alirs of imvats
afgimting arald of the (TA). A minlevm barllf of S pyeeat
Helles o yerts ol contring provmtng mnt- favend
Statn.  Tim grvexal tarlff s triple this rate. Tin poqone of
trae dtis 1s prime{ly protactionist,

A revrur-orfontad tax shilch grvwwally dom ot discriminate
awrg countrimn of a-lgin bt do eyt Il (rem (3A0
ortries, 2 wll 3 phumerst ieale, spoets epitpront,
a@lontiral tigits v afd-flnned Inpuls. The rate of the L
varies by rodxct,
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Type ad e of Taxes

Table A-4, page 4.

Baie frovision

i

5.

Reglaand Cropration Tax -
Taxe de oooporation regiomle

lIprrt Artax -
Srtaum a 1" impartation

Statlatimy Trr -
Taxe d» statistige

Taxes on Bxqorts

2.

BEqret DAty -
Droits de axtie

Statlatient Tax -
Taxe O statistinms

Bnwch and Coviitiontrg Tax -
T 4 rechsyde et onmiiticormt

Other Taxs on Intormitianl Trode

Ontom Smal -

¥olra A mguinig=, plostngs et
rontue-smn

Livetorie Pastise Tax -
Tarm O pwag: sir e DAl

Ontoon Stovp DuLles -
Tirtre dounter

™I Tax -
Tue d» pyvge

oWV” Fae -
TAE Qoo

Aitnd to evvrtalin apned Indntr vl prodicts mds {n the OFAD in
1ru of all ol Artm vl Laiffs Mqplied to surh roduxcts
Imerted from dlsr ocatrim,

Sinllar to fiscal ottics vith a rate of 6 promt.

A 3 poent tax on all fmyorta,

Aplind to all podcts exprted ostatde of U CEAD; rates
vay by podrt,

A 3 perant tax on atl enprty,

A tax vhich varfes betuvm .S and 1.5 prroont an snlected
prodnts.

A tax en all enttln, shrep art gty (150 FAF) enter-ing Brilm
o In bramilt o 3 farclg onailry,

A tax of 6 pyernt of U 1wbv oot of all Iqrrts o the
involcoe dhvege of all expts,

A tax m miortrd frprets v ;morts dooe reveniry e
evmyird o thr Chwiyy of Caorrrce,

A .S provt taw m all fmpvts sl aqvrta vime revesrs ave
euwmuked for the Uppo Volta Shifpers' Comcll,

(8¢



TABLE A-5

DEPARTINTAL AND OOM1WAL DIRECT TAXES, FFFS, RD QUGS

Type and Nme of Tax Builc Provisions Buiget Credited

Direct Taxes

Startwd Inoome Tax (IFR) Soe Table A-§ C,NY

Standwd Tax on Migratary Population - Flat rate on adults wn caot gove pripnat of IfR or JUTS (o]

ImAt flottant (ALOT) (2,000 CFAF)

Livestock Tax (TPET) Sre Table A-4 C,N*

Dopartmytal Tax - wmmmmmotm:nummmna D

Iyt Dprimntal or Isplt de 1a departeent,

Collactivite (ICT)

Ocupation Tax - Patente Two pwt tax on threa owgd in oxaptins oty thn c,D
traditionl agriculte: (1) pnrnt flxed acorrding to
clasificitin of ccapition (dolt f1x4): (2) pywut of
preat of rontal value of taninss pranises {drolt poportionel )

Licerme - Liomse Paymmt for right to sell beverages Strre 1981 revonus
to National Budget

Dnmictie Tax - T promt of the rantal value of 1ad and structures wed (o]

Contritution sobdilidre (O4) fa tosing

Tramfer Tax - Lavird an rental value of Jant avd bulldings of entarpriss oswed

Taxe sur les biaws de surmorte od by shwaholdys, Rite 13 2.5 o 10 promt épriing on

omtnetion. Dertion of 3050 prcot of rontal value
allowd in Meu of drpreclatian,

Roprty Taxms - Splrwnt to ixmiclie Tax and Droit fropartiomel of Patmte c
T2 s1° la valar lomitive doy (optiaml levy at mudmm of | and 3 poramt, respeetively)

loxrax d'nabitation (PAN); Tae sur

1a viimg: lrentive dns loowx a usge

pofessiomnel (TVIP)

Grvral St -~ Surtax an mtente, IFR v QM. Varles by comme to [+
Cmitiss Additiamels to mximm of 15 povont.
fAond Tax - Fixed amnt por houwsnld (125 OFaF). [

Tax= 0= Voirie

88¢-



Table A-5, page 2.

Taxe d» visite snitalre

Anlmil Pvicet Fre -

Taxe su* 1'expartation d= dhtall

Flsral Stiwp -
Etat civil

Dawitic Safe of Livatork Fre -

Taxe 35 le BRAILl 85 pled
ot Impeetion Fee -
Taxe ¢*absttage

Stray Antenl Fre -
Molt dn faeyive

of anftmvl expuet fee,

Faid at City ihil. Replred for emport oy tifimte,

Mixwird ta erpret oxtificate, fepined for varion
offictlal doamnts,

Fald to ngat of comveoe at myket

To cdtaln frepvtion ovtifimnte for gt irg nimils,
foo varles fivm 25-150 (FAF drjvisting on kind and slz» of antml.

Impeeesiing vl maind 2ining Meay mimails et arynoutien foe
dmga, 200 GU FAF pr3° dvy drprniing on kind of anlonl,

Type and Nowe of Ixx Bwic Novisios Bt Oredited
Slrert Cirntg Tax - Ovege howd on Jeration of Bt 14Iney 3wl stroet frontape, c
Tar de Bvlayge et d'Buiewernt o {nvind oty In thee armivs sildh pyfan strect clemning.
ordurrs smyogye (1B) 100 CFAF /o piwe motey,

D Tax - 0 COFAF/arg. Cc
Taxe sur les chies
Firewmn Tax - 600-5000 CFAF, drprsfing on type of flreww. c,0
Tare su* I 3wy
Fecs ad Ohhss
Related to Yohicies
It i Vahicles - Inrluts trudn o mAaizd cyclm, Rate varley from 5,000 b,C
Tare s les vwohiculoes a sotew to 25,000 dpnsing o losrpoar am welgt.
Biryrie Tax - 0 CFAF e yrowe b.C
Tam mr les velocipvins
Peking Tax - Onllectrd fom et nigt a3 wnidcle o hrioed on pblic alrests, 0,C
Taxe dr statlornowv vehicules
Cwt Tax - Anlml -d-an cwt foe of TS0 OFAF c
Tar= dn chwrettes
Relatad o Livestock
sl Bt irepection Fee - Fo fowmd v 1vwwivd by Syvice d’Elevags. Prgiired o prwsut N

C: ottle, V0O (FAF;
strep ard gts,

9 GAF

N; 100 OFAF

C: onttle, 10 CFAF;
srep, gints ay
othr, 50 (FAF

c.b

[}
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Type and Home of Tax

Table &-5, page 3.

Auvie Mrovisian

Buxiget Credited

Reivted to Proparty Tramfers ad

Ofticial Douwsits

Lwv! Tramfor Fre -
Drolt d» mRation

ot vt oty Fea =
Tax= d’etat clvil

Related to Hrkets

teiel Fre -
Doft de mrche

20 GGAF prv sqswe mrter of 1avd travsfared,

Sty repaired U pos domunmits on of ficial reqrats o to
obtaln docunts,

Mwmit (e warding In myketple, 10 50 CFAF vy dhy drpeoviing
on product sld and ecomlc imprrtance of omvyclal activity,

C.PN dpvding
on o Wom addrend

c.0

06¢
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ESTIMATES OF REVENUES OF OUAGADOUGU AND BOBO DIOULASSO

TABLE A-6

FROM ALTERNATIVE SOURCES
(in millions of CFAF)

Ouagadougou Bobo Dioulasso

Revenues 1980 1981 1982 1983 1977 1980 1981 1982 198:
Total a

World Bank b 375 NA 505 520 185 - -~ 309 283

SERPOCO ( Natlonal, Treasury) 513 676 721 592 194 285 388 333 375

Regional Treasury == 676 721 592 =~ 299 380 359 372
Direct a

World Bank a 201 NA 250 256 58 - -- 70 55

CENATRIN (curreng) 159 250 281 136 4y 54 120 64 45

CENATRIN (total) a 265 334 329 273 68 %2 187 111 125

Regional Treasury (curreng) -~ 370 335 278 == 102 146 73 55

Regional Treasury (total) -= - -= -- -- 127 183 94 147

aExcluaes revenues from previous years.
bIncludes revenues from previous years,
SOURCE: SERPOCO, Regional Treasuries at Ouagadougou and Bobo Dioulasso

Tagournet and G. Palacio, "Finances Municipales:
Dioulasso," Banque Mondiale, Projet de Developpe

, aid B,

Ouagadougou e* Bobo
ment Urbain, June 1984,
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TABLE A-7

DEPARTMENT TOTAL REVENUES AND PERCENT DIRECT REVENUES
ACCORDING TO DIFFERENT SOURCES

Total Revenues from

Percent Direct from (in millions of CFAF)
Management CENATRIN/ Management CENATRIN/

Department/Year Accounts SERPOCO Accounts SERPOCO
Hauts-Bassins

1980 76 52 s 61

1981 60 38 73 73

1982 42 27 76 125

1933 54 32 T4 107
Centre

1978 61 56 145 140

1980 yy L8 109 136

1981 57 k6 188 167
Sud-Ouest

1979 T4 81 58 52

1980 70 55 54 67

1981 69 63 64 64

1982 T 43 55 88

1983 71 29 52 123
Centre-Quest

1980 75 79 99 91

1981 76 29 109 136

1982 67 39 115 198
Centre-Nord

1978 68 61 69 64

1979 69 56 129 66
Est

1978 88 68 42 by

1979 90 58 58 45

1980 85 82 4o 38
Sahel

1981 70 66 46 VY

1982 - -- -— -

1983 - - - -
Volta-Noire

1978 72 59 99 93

1979 68 60 96 109

1980 T 79 83 80

1983 - = - -

SOURCE:  Comptes de Gestion, 1973-1983; CENATRIN and SERPOCO data.
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TABLE A-8

ALTERNATIVE MEASURES OF EXPENDITURES OF LOCAL AUTHORITIES, 1975~1982
(in millions of CFAF)

Local Authority 1975 1976 1977 1978 1979 1980 1981 1982
Canmunes a
Treasury (SERPOQD) - 634 873 763 878 949 - 1,255
of which: Ouagadougou
and Bobo Dioculasso —  (47H) (693) (564) ( 682) ( 720) - ( 838) ( 81
Ministry of Health® W7 M5 802 T 693 956 1,050 —
of which: Quagadougou S
and Bobo Dioulasso (374)  (409) (711) (597) (582) (838) ( 928) -
Departments
Treasury (SERPOOO) -- 714 8u7 749 823 884 938 1,421
Ministry of Health 713 805 800 800 ™ 843 887 1,057
Percent Persomel L63 58% 59% T2% T9% 75% T4%
All Local Authorities
Treasury (SERPOOD) - 1,388 1,720 1,512 1,701 1,833 2,036 2,676
Ministry of Health - 1,300 1,602 1,511 1,434 1,799 1,938 NA
National Accounts - 1,281 1,634 1,431 1,621 1,606 - -
Percent Personnel —_— 8ud 8ug 84% 79% - —_

al976-1979 includes Ouagadougou, Bobo Dioulasso, Koudougou, Ouahigouya, Kaya, Banfora,
Fada N'Gouma, Reo and Tenkodogo; in 1980 Gaoua, Nouna and Tougan were added,

b1975-1981 includes Ouagadougou, Bobo Dioulasso, Koudougou, Ouahigouya, Kaya, and Gourcy.

SOURCE:  SERPOCD; Ministry of Health, "Dépenses de Santé en Haute-Volta selon 1'Origine du
Finacement: Evolution, Structure, Analyse," Avril 1983; Comptes Nationaux et
Indicateurs Econamiques de la Haute-Volta de 1980 a 1979, p. 18; Camptes Nationaux de
la Haute-Volta 1980, p. 24.
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TABLE A-9

COMPARATIVE ESTIMATES OF COMMUNAL EXPENDITURES, 1975-1983
(in millions of CFAF)

Commune/Year 1975 1976 1977 1978 1979 1980 1981 1982 1983
Ouagadougou
SERPOCO == 290 480 312 341 W13 498 581 520

Management Accounts 172 260 462 253 268 291 -- - -
Ministry of Health 201 210 500 296 285 538 628 - -

World Bank 153 268 320 294 -- -- - -
Bobo Dioulasso

SERPOCO == 194 213 252 341 308 340 290 392

Management Accounts -- 192 210 -- =~ 293 329 298 455

Ministry of Health 173 199 210 300 296 300 300 -- -

World Bank - - 210 - - - -~ 300 U550
Koudougou

SERPOCO -- 34 42 52 59 56 48 77 70

Management Accounts -- -- -- 51 90 -- - - --

Ministry of Health 35 37 b5 58 52 59 60 -- -
Ouahigouya

SERPOCO -- 29 24 33 34 Ly 42 64 62

Management Accounts -~ - 21 26 - - -- - -

Ministry of Health - 23 32 26 34 30 30 30 -
Kaya

SERPQCO -= 26 23 22 21 22 30 32 29

Management Accounts - -- 27 18 - -- - -- -

Ministry of Health 10 12 15 18 20 22 25 -= -
Gourcy

SERPOCO - 5 5 5 6 10 6 8 8

Management Accounts 6 5 5 5 9 7 8 -= -

Ministry of Health - -~ - - - - - - -

SOURCE: SERPOCO; Various Comptes de Gestion; Ministére de la Santé
Publique, "Dépenses de Santé en Haute-Volta selon 1'0Origine du
Financement: Evolution, Structure, Analyse," Avril 1983; B.
Tagournet and G. Palacio, "Finances Municipales: Quagadougou et Bobo
Dioulasso," Banque Mondiale, Projet de Developpement Urbain, Juin
1984,



PERCENT DISTRIBUTION OF EXPENDITURES BY CATEGORY
FOR SELECTED DEPARTMENTS OVER TIME, 1975-1982
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TABLE A-10

Material Provided

Adninistrative Administrative
Personnel Health Material and
Department/Year  (except Health) iersomnel Other
Centre
1977 31 b 20
1978 29 26 28
1979 34 31 22
1980 29 39 19
1981 32 29 NA
Centre-Nord
1977 38 23 30
1978 43 26 28
1979 53 33 13
1980 52 32 14
1981 54 33 NA
Centre-Quest
1977 30 24 25
1978 30 24 39
1979 by 36 17
1980 49 39 10
1981 48 38 NA
Est
1977 35 26 36
1978 3¢ 4o 36
1979 29 34 60
1980 b6 37 8
1981 42 33 NA
Hauts-Bassing
1975 33 2 24
1976 35 20 28
1977 38 26 20
1979 30 28 %
1980 19 36 29
1981 18 30 24
1982 21 27 2y
Sahel
1977 32 16 48
1978 45 23 28
1979 51 26 20
1980 60 31 9
1981 57 29 NA

Yo Central Services Investment
7 16
8 10
6 6
7 6

NA NA
3 6
2 0
2 0
1 0

NA NA
10 "
6 0
4 0
2 0

NA NA
2 0
2 0
5 0
y 0

NA NA
10 L]
y 13
7 9
4 12
6 10
y 24
8 20
y 0
y 0
2 2
1 0

Np NA
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Table A-10 (cont.)

Adninistrative Administrative
Persomnel Health Material and Material Provided
Department/Year  (except Health) Persommel Other to Central Services Investment
Sud-Quest
1975 23 5 30 7 16
1976 28 33 14 3 2
1977 3 33 18 5 13
1978 2l 26 NA NA NA
1979 30 33 NA NA NA
1980 30 33 NA N NA
1981 30 33 NA NA NA
Volta-Noire
1977 37 32 27 3 1
1978 35 30 27 6 2
1979 I 39 13 2 1
1980 W7 Iy 9 3 0
1981 U6 ] " 3 0
TOTALS
1975 30 21 28 9 13
1976 35 2U 22 5 14
1977 32 27 28 6 8
1978 34 27 30 6 3
1979 40 33 20 y ]
1950 43 37 15 3 2
1981 33 36 - 17 3 1
1982 21 27 24 8 20

SOURCE:  Selected Camptes de Gestion.
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