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PREFACF.

This report is largely based on the findings of an economic
mission which visited Burundi during November/December 1986. The mission
comprised Mmes. Maria E. Freire (Mission Chief), Dale Hill (agriculture),
Judith Press (SMEs, consultant), Miriam Schneidman (popu .ation, health,
nutrition), and Messrs., Didace Butare (industry, Residen: Mission), Jean M.
Cour (urban and regional development), Martyn Kebbell (export promotion,
consultant), Janvier Kpourou-Litse (employment, external debt, statistical
appendix), Benoit Millot (education), and Jan Weijenberg (agriculture).

Additional contributions were received from Messrs. Robert
Broadfield (energy sector issues and updating), Marc Blanc and J.J. Raoul
(transport sector), and Christian Schmidt (financial sector). The sections
concerning the structural adjustment program reflect the work of various
Bank missions which visited Burundi between May 1985 and December 1986 for
the preparation and supervision of the First SAL as well as of IMF missions
which have collaborated closely in discussions on the adjustment program
and the joint work carried out to prepare two Policy Framework Papers (1986
and 1987) for Burundi. Ms. Lynne Sherburne-Benz (consultant) was

responsible for finalizing the report following its discussion with the
authorities.

The report was discussed with the Government in October/November
1987. Many of the recommendations made in the report have already been
adopted by the Government; others are expected to be addressed in the
context of the dialogue between the Government of Burundi and the Bank.
Whenever possible, a note has been inserted to that effect.

The statistics used in the report are based on data provided by
the Burundian Govermnment. These generally cover the period up to December
1986. Many of the official data for the 1984-86 period used in compiling

the Statistical Appendix are preliminary and subject to revision by the
authorities. :

This document has a restricted distribution and may be used by recipients only in the performgnce
of their official duties. Its contents may not otherwise be disclosed without World Bank authorization.
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INTRODUCTION

1. The last World Bank Country Economic Memorandum (No. 4784-BU) was
published in December 1984 and was based on the results of an economic
mission which took place ir May 1983. The report provided the first
assessment of the public investment program included in the Fourth
Development Plan (1983-87). Its preliminary conclusions were presentced at
a donors’ Round Table which took place in Bujumbura in January 1984. An
update of economic developments was included in the President’s Report for
SAL I (No. P-4250-BU) distributed to the Executive Directors on April 30,
1986. That report provided the background for the Government’s structural
adjustment program as well as the details of the proposed policy reforms.

Progress Since Last CEM

2. At the time of the 1983 mission, Burundi’s economy was at the peak
of an expansionary policy which had begun with the coffee boom in the late
1970s, and had continued through the end of the decade, despite a drastic
decline in the terms of trade, brought about by falling coffee prices and
higher oil prices. 1ne lack of adequate adjustment policies, together with
adverse climatic conditions, precipitated & rapid change in economic
performance. GDP, which had grown by more than 6 percent per year during
1978-81, declined in real terms in 1982-83. The external current account
balance moved from a surplus during 1977-78 to a deficit of 12.4 percent of
GDP in 1983, and foreign exchange reserves fell from 11 months of imports
equivalent in 1977 to less than one month in 1982, The situation on the
public finance front was also deteriorating rapidly, the overall budget
deficit reaching an all-time high of 16 percent of GDP, compared with 6.8
percent in 1978.

3. The last CEM addressed the need for better macroeconomic policies
with special emphasis on the composition and level of the public investment
program (the main focus of the last CEM), the improvement of producer
incentives, and the adoption of prudent budgetary policies. Specific
sector recommendations were to (a) review the role of the large Rural
Development Companies; (b) impruve the research basis on agriculturej

(c) reform the incentive structure in order to improve industrial
efficiency and promote export-oriented activities; (d) analyze the
potential for using domestic energy resources; (e) prepare and implement a
program of family planning; (f) concentrate health resources on the needs
of the rural population; (g) implement cost recovery mechanisms in social
sectors and tap the potential for cooperation between Government and
private instituticns to ensure maximum coverage of social services within
the financial capacity of the Government.

4. In many of these areas, progress has been significant. At the
macroeconomic level, the preparation of the Government’s adjustment
program, based on substantial analytical work, has led to the development
of an adequate macroeconomic framework as well as to the identification of
policy issues concerning the incentive structure, public resources
management, resource mobilization, and trade policies. The ongoing program
addresses fundamental areas such as agricultural pricing, trade
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liberalization, and tariff reform; improved public expenditures management}
rehabilitation of the public enterprise sector; and strengthening the
agricultural sector institutional capacity.

5. At the sectoral level, Bank economic and sector work expanded
considerably, leading to a better understanding of major sectoral issues
and to a closer dialogue with the Government. Sector reports and project
preparation work on agriculture (internal sector review dated March 1986,
and RDC review, report No.5949-BU, dated November 22, 1985);
population/health (internal sector review of September 1985, and PHN
project under preparation); transport (sector review dated April 1985);
energy (energy assecsment report, 1985; and preparation for energy and
power project); water supply, telecommunications and technical assistance
were instrumental vehicles to address major sectoral issues. For example,
the rural development approach based on large rural development companies
is being reviewad with Bank support; the Agricultural Support Services
Project focuses on the need for more efficient research and extension
services; the Forestry project and the energy assessment reports addressed
the issues of pricing and use of domestic energy resources. Moreover, a
great step forward was made in terms of family planning (which the Bank is
supporting through its first PHN project), and commitment of public
resources to rural areas. In education, Government’s commitment to pursue
the objective of universal primary education within the existing financial
constraints is much in line with the last CEM’s recommendations.

Organization of Present Report

6. The present report reviews past economic developments as a basis
to assess the medium- and long-term perspectives of Burundi’s economy. It
aims at updating the analytical basis for Bank’s dialogue with the
Government on development options in major sectors (as an input to the next
Development Plan) and provides the basis for a medium-term strategy (MTS)
which will serve as an input for Bank’s country strategy in Burundi and for
aid coordination. Some policy issues will provide the basis for a Second
Structural Adjustment operation.

7. The report is organized as follows. Chapter I contains a review
of major economic developments, both at macro and sectoral level. It
describes the main problems facing Burundi’s economy during 1983-86, as
well as the objectives and broad strategv of the Government Structural
Adjustment Program. Chapter II focuses on the long-term aspects in key
sectors such as agriculture, urban development, employment, export
promotion, small enterprises, and social sectors. Chapter III presents two
alternative macroeconomic scenarios covering the 1987-96 period, with
particular attention to the external aid requirements. In addition to the
Statistical Appendix, several annexes are included. Annex I includes the
details of demographic projections prepared under different assumptions of
fertility rates. Annex II is a technical note on Burundi’s export
competitiveness. Annex III addresses some trade promotion issues. Aanex
IV provides an updating of the last energy assessment report.
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CHAPTER 1

RECENT POLICY REFORMS AND ECONOMIC PERFORMANCE

A. An Overview of Recent Policy Reforms

1.1 The Government of Burundi has adopted major reforms in its
macroeconomic and sector policies during the last year. The thrust of
these policies has been to reduce administrative controls and liberalize
the economy, to improve the efficiency in resource allocation and to better
utilize public resources. Such reforms were the first steps of Burundi’s
structural adjustment effort.

2. With the change in government in September 1987, support for the
economic reform has been strengthened. In the field of rural-urban
linkages there is stroang new support for orienting agricultural production
towards the market, providing non-agricultural employment, and increasing
the monetization of the rural economy. The construction of infrastructure
facilitating marketing, improved incentives for artistans, and the
development of secondary urban centers is also being encouraged. In the
area of agriculture, the Government’s emphasis on improving input supply
and services, promoting the diversification of exports, and stimulating
production through the development of decentralized urban centers also
reinforces the adjustment program.

Background

1.3 Due to a combination of favorable factors in the mid-1970s -higher
coffee prices, increased foreign aid, political stability since 1976 -
economic performance during the 1978-81 period (covered by the Third
Development Plan) was largely positive. Despite the disruptive effects of
the Tanzania/Uganda war on the supply of essential imports, real GDP growth
averaged 6.6 percent per year during this period, investment rose to 14
percent of GDP (compared with 8 percent in the preceding period), and
manufacturing output grew by 14.6 percent per year. Transport
infrastructure expanded considerably and now encompasses a road netwcrk
which 1s basically adequate to the country’s needs. Power generating
capacity almost doubled.

1.4 Developments were not as positive in other areas. The
deterioration of the terms of trade (45 percent between 1978-81), due to
the decline of coffee prices, oil price increases and accelerating
international inflation, together with expansionary fiscal and monetary
policies, led to serious domestic and external financial imbalances.
Between 1978 and 1983 (the first year of the Fourth Development Plan), the
external current account deficit increased from 5 percent of GDP to 12
percent; and the budget deficit from 7 percent to 16 percent. Inflation
ran at 15 percent a year. Th2z exchange rate of the Burundian franc,
pegged to the U.S. dollar at the same rate since 1977, appreciated rapidly.
At end-1983, public domestic debt had increased by 32 percent; public
external debt (DOD) had reached US$29Z million, or ten times the 1977
level; and the Government had domestic arrears equivalent to 30 percent of
total expenditures. To control the increasing deficit in the balance of
payments, administrative controls and quantitative restrictions were
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imposed on imports and foreign exchange allocation. Moreover, price
controls were enforced for imported and domestic goods. This network of
controls had adverse effects on the economy: it led to a system of
distorted prices, high rents accruing to importers, weak incentives to
invest in productive sectors, and a slowdown in economic activity.

1.5 At the end of 1983, the Government tocok some adjustment measures.
The currency was depreciated by 30 percent against the US dollar; producer
prices of the rain export crops were increased (coffee by 9 percent; tea by
50 percent; and cotton by 17 percent); some tax rates (on beer, transaction
tax) were raised; public wages were frozen; and an effort was made to
reduce both recurrent and capital public expenditures. The impact of these
measures was felt in 1984. While government revenues increased
significantly due to higher coffee revenues (in part because of the
devaluation), imports restrictions hindered the output of the modern
sector. In addition, climatic conditions were extremely adverse: a
prolonged drought led to a reduction in agricultural value added of over 5
percent and a decline in real GDP of 1 percent. The inflation rate
approached 15 percent.

Teble 1.1: BURUNDI - MAIN ECONOMIC INDICATORS, 1978-87

1978 1981 1982 1983 1964 1986 1988 1987

(Qst Y l
As % of GDP
Exports 12.3 9.1 0.1 8.9 16.3 i16.8 12.1 8.7
Imports 20.8 20.5 26.6 23.8 25.1 19.4 18.7 21.6
Current Account 5.1 6.9 12.4 12.4 18.1 7.4 5.6 11.9
External Dobt (DOD) 8.8 16.9 19,7 27.1 33.5 38.5 40.4 48.0
Gov’t. Revenues &/ 17.1 18.8 16.4 12.8 14.4 14,2 18.9 13.9
Current Expenditures b/ 11.7 12.2 18.5 11.7 12.4 11.7 12,1 12.7
Capltal Expenditures b/ 12.1 12.1 13.4 17.2 16.9 11.3 11.4 12.5
Total Gov’t deficit 8.8 11.1 11.6 18.1 12.9 8.8 7.5 11.3
Fixed Grose Investment 14.3 13.8 16.1 19.3 17.6 14.3 12.9 17.8
As % of exports
Extornal Debt 47.8 179.3 195.7 3802.1 297.3 348.1 2902.8 485.9
Debt Service 4, 16.9 16.7 12.6 18.6 23.9 23.2 38.4
Tormns of Trade (1978=1¢0) 100.0 6.9 67.6 71.6 76.68 89.5 83.4 65.1
CPI (annual change %) 13.3 5.7 8.3 14.4 8.7 1.8 5.5
GOP f.c. grouth (%) 9.9 14.3 -6.8 2.7 -1.98 6.9 3.3 4.6
GDP m.p. growth (%) -1.1 16.8 -8.0 1.1 3.8 4.2 4,8 1.7
GNP per capita (US8) 148 226 228 237 21¢ 238 2€9 263
a/ Excludes forelign cspital grante.
b/ On a cash hasis.
1.6 The economic situation recovered in 1985. Despite a slowdown in

public investment, GDP growth reached 4.2 percent due to a substantial
recovery in agricultural value added and expansion of new manufacturing
units. The balance of payments improved as well. The current account
deficit declined from 12.0 percent of GDP in 1984 to 7.4 percent in 1985,
due largely to a significant increase in coffee exports and a reduction in
imports as a result of tight import restrictions.




1.7 The growth of real GDP in 1986 accelerated slightly to 4.6
percent. The inflation rate was reduced to a record low of 1.8 percent -
the combined effect of good agricultural production and reduced trade
margins. The economic situation shows some signs of weakening in 1987.
Although the GDP growth rate (at factor cost) will very likely be
maintained at about 4.5 percent, the external current account deficit is
expectad to double to about 12 percent of GDP as a result of an import
growth of 20 percent and an export decline of 14 percent. The domestic
inflation rate is estimated to increase from 1.8 percent in 1986 to 5.5
percent in 1987, while the debt service rises from 23 percent to 38 percent
of exports. These develcpments are examined in greater detail later in
this chapter.

Adjustment Policies

1.8 Faced with serious external and domestic imbalances, the Burundian
Government requested assistance from the Bank and the IMF at the end of
1984 to help prepare and implement a coherent reform program with the dual
objective of restoring financial equilibria in the short-~term, and
initiating medium- and long-term structural change in the economy.
Preparatory work was initiated mid-1985 and the first measures were
implemented in July 1986.

1.9 The main elements of the short-term financial program included:
the adoption of a flexible exchange rate policy and prudent financial
policies compatible with the objec:ives of: (i) reducing the budgetary
deficit; (11i) maintaining an external balance compatible with the
availability of concessional foreign asid and the need to reduce the debt
service ratio; (i1ii) avoiding inflationary pressures; and (iv) increasing
credit to the private sector. In July 1986, the exchange rate was adjusted
by 15 percent in terms of the SDR. Since then, regular monthly adjustments
have been made to correct for the appreciation in the real effective
exchange rate which had occurred over the past few years. Between July
1986 and March 1987, the currency had depreciated by 23 percent against the
SDR.

1.10. To improve resource mobilization, the previous turnover
(transaction) tax was replaced by a single-stage sales tax applied to
domestic goods and services and imports, and its rate was raised from 6
percent to 12 percent. Tax collection was also improved, and the
exemptions granted under the Investmént Code were revised. Targets were
set for the growth of recurrent expenditures, payment of domestic arrears,
and the size of the public investment program. The objectives set for
recurrent expenditures and payment of arrears were met. However, as coffee
revenues were lower than expected (due to lower world prices and lower
volume exported), public revenues and savings were also lower than
anticipated -~ by 16 percent and nearly 40 percent, respectively. This, in
turn, affected the capacity to reduce Government®’s domestic debt:
repayments to the central bank reached FBu 2.4 billion, less than half the
amount expected. However, progress was made in other areas: credit
allocation policies were streamlined, and interest rates were raised to
positive real levels.




1.11 The medium-term structural adjustment program has been designed to
rationalize the incentive system (through reducing administrative controls
and liberalization of the ecoromy) and to improve the efficiency of
resource allocation as well as the utilization of public sector resources.
In the process, the Government has implemented major changes in trade and
industrial policies and taken important steps to strengthen public
expenditure management and reform the public enterprise sector.

1.12 Deregulation. The first steps towards economic deregulation were
in the areas of import licensing and price determination. At present, most
import licenses are granted automatically, except for a limited number of
luxury goods and 3 groups of local manufactured goods, subject to temporary
quantitative restrictions. The regulations on the trader profession have
been abolished, eliminating the provisions which had led to monopolization.
Most price controls have been removed. For eight strategic products (salt,
cement, sugar, etc.), prices can be submitted to a ceiling (for no more
than four months), to offset possible speculation caused by acute shortages
or temnorary import difficulties. The new pricing policy applies to the
public enterprises as well, except in those cases involving social services
and natural monopoly where public intervention is needed.

1.13 Production incentives. The measures were complemented by a set of
incentives designed to stimulate investment and production in productive
sect“rs. The Investment Code was revised, now providing sutomatic
incentives to all investcrs, Burundian and foreign, who meet specified
criteria (concerning the utilization of labor and the rate of return), and
the :xclusive local market guarantee was eliminated. Because incentives
are provided mainly in the form of income tax relief, rather than exemption
of import duties (as in the previous Investment Code), only businesses that
are financially profitable will benefit. Other incentives include
elimination of all export taxes on manufactured goods; the reactivation of
the drawback system; and an increase in producer prices of major export
crops. Measures were taken to simplify the credit allocation system, and a
Guarantee Fund was reactivated to support small inve¢-~tors.

1.14 The Government restructured import tariffs with a view to reducing
the high rates of effective protection enjoyed by many import-intensive
industries and providing a basic rate of protection for produc’ ‘on of
intermediate goods based on domestic resources. To this end, t.. number of
duty rates was reduced from 57 to 5; a minimum duty of 15 percent (to be
raised to 20 percent in January 1988) was introduced on all imports, and
the maximum duty was reduced to 100 percent (applied to luxury goods).
Non-luxury goods are now taxed at the range of 15-50 percent. This range
will be narrowed in 1990 to 15-40 percent. For a few cases in which higher
rates might be necessary to protect industries of national interest
(notably infant industries), selected enterprises can be granted a
temporary relief in the form of an import surcharge (with a maximum rate of
30 percent) levied for a maximum period of three years. The rate of the
import surcharge will be gradually reduced during the three year period.
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Teble 1.2: BURUNDI ~ INCENTIVES, 1981 86

1981 1982 1983 1984 1986 1988

Real offective exch. rate

(1980=100) / 118.4 120.7 139.8 126.7 127.7 194.2
Real interest rate 1.1 7.3 4.5 ~1.8 9.4 11.9
Real doposit rate 1.1 -5.0 1.2 -7.4 3.3 7.5
Producer prices/axport prices:
(in percentage)
Coffee 69.0 86.8 B7.6 49.0 49.9 47.6
Tea (dry lseavos) 49,6 41.0 42.6 23.5 39.7 39.1
Cotton fiber 78.8 76.1 84.68 41.2 50.0 80.0
1,15 Institutional Reforms. Important measures were implemented to

improve the allocation of public resources and the efficiency of the public
enterprise sector. Concerning public expenditures management, the
Government has reduced the public investment program under the Fourth
Development Plan (1983-87) to make it compatible with the overall
macroeconomic and financial program. (This implied a reduction of about 30
percent in nominal terms from the level under the Third Plan.) The
allocation to priority sectors, notably agriculture, was maintained and
priority was given to completion of ongoing viable projects and the
beginning of high priority projects. The preparation of a three-year
public expenditure program was initiated to provide a tool for the
preparation of the annual budget. The capacity to prepare and appraise
projects is being strengthened. A Public Debt Management Committee has
been created to ensure that new foreign loans are at concessional terms.

1.16 Concerning the public enterprises sector, the Government has
created an oversight agency to coordinate the rehabilitation program for
the sector and follow-up on its development. This Service in Charge of
Public Enterprises (SCEP) has already begun helping in the preparation of
rehabilitation programs for five priority enterprises: CADEBU (savings),
OTRACO and OTRABU (transport), ONAPHA (pharmaceuticals), and Verrundi
(glass products). Those rehabilitation programs would be the basis for
"performance contracts" to be negotiated between the Government and the
enterprises concerning the policies and objectives to be pursued by the
enterprises and the financial assistance to be made available to support
their rehabilitation effort. To this end, the Government has established
an Intervention Fund. Moreov:¢r, four enterprises facing serious financial
problems were closed: SOBECOV (foodcrops commercialization), SUPOBU
(fishing), AGRIBAL (Agriculture), and SOMEBU (studies). The research
department. of LAPHAVET (production and research of veterinary products) has
been re-integrated in the public administration. Finally, most prices have
been deregulated and the public enterprises are now expected to operate
under the same market conditions as the private sector.

1.17 Particular attention was given to the coffee sector, the main
source of export revenues. Measures were taken to reduce the moisture
content of the fully washed coffee (para. 2.14), and efforts are being made
to improve quality, study the economic and financial aspects of the coffee
pricing policy, formulate a strategy for coffee production, and review the
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sliding scale (echelle m.obile).1 The agricultural institutional framework
is being reviewed, in particular in which concerns the role of the Regional
Development Companies (RDCs). Their multiple functions, which included
provision of social services, infrastructure maintenance, commercial
activities and agricultural extension, are being streamlined in order to
increase their efficiency and ensure financial sustainability in the long-
run.

1.18 The economic policies and institutional changes which have taken
place under the Government®s adjustment program represent a fundamental
change in the basic economic environment conducive to growth and
development. These measures have helped to reduce distortions in the
incentive structure and will favor a more efficient allocation of resources
and production factors, in line with Burundi’s resource endowment. They
also provide the flexibility for domestic prices to respond to changes in
domestic and external supply and demand conditions. These reforms should
enable the economy to proceed to the next stage of adjustment, namely, the
reorientation of productive activity in accordance with comparative
advantage.

B. Recent Economic Performance

Sector growth and policies

1.19 Production. The relatively good performance of the Burundian
economy during 1978-81 (Table 1.3) was attributable to (i) good climatic
conditions (hence good agricultural performance and an excellent coffee
crop in 1981); (ii) rapid growth in the manufacturing sector, which
benefitted from the coming on stream of some large projects (e.g., COTEBU,
textiles, expansion of the brewery) and the expansion of domestic demand as
a result of an increase in public wages in 1981; and (iii) the rapid
expansion of the public administration sector -- by 13 percent per year.
Economic growth slowed down markedly in 1981-84 as a result of two bad
agricultural years (1982 and 1984), cuts in public investment in 1984, and
decline in domestic demand following the application of strict public wage
policies. In 1985-86, GDP growth recovered again to reach an annual
average of 4.2 percent. This is explained by the good climatic conditions,
recovery of agricultural output, expansion of manufacturing activities
(glass bottles, second brewery, expansion of textiles output), recovery of
construction activities, and increase in public investment in 1986. The
GDP structure has undergone little change: agriculture still contributes to
more than half of GDP; and manufacturing’s share of GDP increased only from
3 to 4.4 percent between 1977-86.

1/At present, all agents intervening in marketing and processing of coffee
are remunerated on the basis of a cost-plus price. Budget revenues are
perceived as residual, absorbing the fluctuations in the international
price for coffee.
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Teble 1.8: BURUNDI: GROWTH AND COMPOSITION OF GDP, 19678-88

Rote of growth Ag % of GDP
- 1 -

af a/

Agriculture: 6.6 -3.8 8.9 3.2 4.7 84.9 62.8 B61.5 654.9
coffoo 34.6 -18.4 384.1 2.2 8.7 8.4 3.7 4.3 4.8
Honufacturing 14.8 8.2 16.8 6.8 4.8 8.8 4.8 4.4 4.4
Construction 2.2 3.0 -10.9 9.9 8.9 2.0 8.8 8.0 2.9
Sorvicos 7.0 2.8 1.1 3.5 4.2 21.9 26,8 28.4 28.5
Government 12.5 2.8 1.6 3.4 4.8 4.9 12.4 12.6 12.%
GOP market prices 5.1 0.3 4.2 4.6 4.5 190.0 100.0 100.0 i00.0
GDP fom' coﬂt 6-6 "1'8 5.9 3.3 ‘08 ”07 92-8 9100 ”09

o/ Proliminary
Sourco: Statisticol Appendix, Tobles 2.1 and 2.2,

1.20 Agriculture. Agricultural output has shown large fluctuations,
mainly due to changes in weather conditions (Table 1.3). Since 1970, per
capita production increased by about 0.2 percent per year. Government
policies have been characterized by non-intervention in the determination
of food prices but close control over cash crops, both in terms of price
determination and marketing, as well as in monitoring of plantation and
maintenance activities, in the context of agricultural extension services.
Producer prices for cash crops remained unchanged between 1976-1984,
leading to an erosion in producer incentives. This situation has since
been reversed: producer prices for the main cash crops (coffee, tea and
cotton) were increased in 1984 and 1986, leading to some catch-up in real
purchasing power. The sector remains essentially subsistence oriented:
only 30 percent of the agricultural production is commercialized -- even
less (17 percent) when export crops are excluded. Chapter II reviews the
evolution of the sector in detail.

1.21 Notwithstanding the relatively good performance of the sector,
the development of the Burundian agriculture faces serious constraints.
Besides the limited land still available for cultivation (about 25 percent

f total arable land, but of poor quality), farmers® revenues are very

ow: about US$670 per year (with each household averaging 8 people) of
which less than 20 percent is monetary income. This limits the capacity
to purchase such cash inputs as fertilizers and the possibility of
increasing productivity per farmer. The allocation of budgetary resources
to the agricultural sector has also been inadequate: during the last five
years, less than 3 percent of total recurrent expenditures want to
agriculture. Essential infrastructure, research and extension services
have suffered, and suitable technical packages adapted to local conditions
have not been developed. Imports and distribution of fertilizers have
been monopolized by some parastatals (OCIBU and RDCs) within a system of
administered pricing and allocation which stifled efficiency and did not
satisfy demand for fertilizers. Finally, agricultural planning and
project implementation suffer from lack of clear performance objectives,
targets and accountability. Aid coordination is poor, which tends to
hinder the impact of a multitude of agriculture projects being financed.
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1.22 Coffee. Vulnerability to fluctuations of output and prices of
coffee 1s the single most important feature of the Burundian economy --
coffee accounts for 80 percent of export earnings and about 20 percent of
Government revenues. Incentives are given to producers to continue
planting new trees, and improve pruning and maintenance, through extension
services particularly focused on ensuring that the required new planting
is undertaken, that no trees are removed and that tree care 1s adequately
carried out. Production has fluctuated in a two-year cycle, along a
positive trend: annual production during 1981-85 averaged 32,000 tons,
compared with 22,000 tons during 1975-80. Burundi has invested in the
construction of washing stations to improve the quality of exported
coffee. In 1983, Burundi'’s fully washed Arabica coffee (FWA) received a
premium of 18 percent over the export price of its partially washed
coffee. In 1985, this premium had eroded to less than 4 percent, due to
declining coffee quality (because of high levels of humidity) and weak
management capacity of the coffee marketing board (BCC). The Government
has taken steps to reduce the humidity content of fully washed coffee from
13 percent in 1985 to 10 percent in 1986 and has prepared an action plan
to improve processing and marketing as well as to establish a long-term
strategy for coffee production, taking into account the opportunity costs
of further expansion of coffee plantings and the outlook for coffee
international prices.

1.23 Manufacturing. Burundi has a small industrial sector.
Manufacturing accounts for less than 5 percent of GDP. During the Third
Plan period, manufacturing was the fastest growing sector (14 percent per
year in real terms) due to Government’s policy of encouraging
industrialization by heavy protection and direct public sector investment.
The thrust was mostly on the production of consumer goods (beer, cloth,
and some intermediate goods relying heavily on imports). The growth rate
decelerated during 1981-84 to 8 percent per year, in part reflecting the
slowdown in investment in large projects, controls on foreign exchange,
and reduced domestic demand. It reached a high 16.8 percent in 1985 as
two new projects came on stream (a second beer plant, and a plastic case
factory), COTEBU increased its production, and the new bottle glass
factory doubled output. Growth slowed considerably in 1986 to about 1
percent but increased again to almost 5 percent in 1987. Past industrial
policies embodied in an overvalued exchange rate, duty-free imports of
capital goods and negative real interest rates encouraged the use of
capital intensive processes, the establishment of large-scale plants and
high dependence on imported inputs and spare parts. On average,
manufacturing enterprises import about 50 percent of their inputs. This
situation, coupled with shortages of foreign exchange in recent years, led
to a low capacity utilization rate which stood at about 30 percent during
1980-85.

1.24 Until recently, the high levels of protection to import-
substitution industries and the absence of competing imports have
discouraged exports. The depreciation of the FBu in late 1983 and mid-
1986, together with the flexible exchange rate policy now in place, has
had a positive effect on manufactured exports. While still small, their
share in total exports has increased from about 1 percent during 1977-80
to 5.6 percent in 1986 and an estimated 13 percent in 1987. The principal
manufactured goods exports include beer, glass bottles, cotton cloth,
tobacco, and asbestos products.
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Investment and Savings

1.25 The Government’s Third Development Plan aimed at raising
Burundi’s investment rate through direct public investment, in part to
offset the perceived lack of private sector participation. This tendency
was specially visible during the period 1981-84 when public investment
grew by 12 percent in real terms. Since 1984, public investment has
declined slightly, and in 1986 its share of total investment stood at 81
percent, compared to 87 percent in 1983. The share of the public
enterprise sector has been maintained at about 40 percent of total
investment. In terms of structure (Statistical Appendix, Table 2.5), the
rural sector absorbed about 15 percent of total investment until 1984, 20
in 1986 and 26.6 percent in 1987; the share of mining, industry and
energy rose from 23 percent to 37 percent -- mainly because of two large
hydroelectric projects; roads declined from 17 percent to 13.8 percent;
and social and administrative infrastructure remained at about 21 percent
until 1985 but fell to 14 and 13 percent in 1986 and 1987, respectively.

Table 1.4: PATTERN OF NATIONAL EXPENDITURE, 1978-86

Rate of growth As B of GDP _
1978-81 1681-84 1985 1988 1987 1978 1982 1985 1988 1987
8 af
GDP, markot prices 6.1 6.3 4.2 4.8 4.8 100.0 190.0 100.9 100.0 190.0
Imports -1.86 13.6 -11.2 -9.3 19.4 20.6 26.6 19.4 18,7 21.5
Exports 7.8 3.6 1.2 -2.9 -18.7 12.3 190.1 10.8 12.1 8.7
Total resources 3.8 2.0 2.8 4.7 9.9 1¢8.1 115.3 108.6 128.8 112.8
Consumption 2.9 2.6 8.1 2.7 1.6 98.9 160.9 94.8 96.9 93,7
Public 1.4 -9.1 2.6 140 -4.9 14.6 15.0 12.7 14.2 18.8
Private 3.1 2.3 3.2 1.7 2.8 7¢.8 85.9 82.1 81.7 89.6
Grogs dom. Investment 10.4 1.9 -14.6 19.1 84.8 14.3 14,6 13.9 10.7 198.1
Fixed Investment -1.86 13.4 -9.80 12.8 40.5 14,3 16.1 14.83 12.9 17.5
Public -5.1 12,90 -18.8 10.1 49.2 13.6 13.8 11.9 16.5 18.1
Private 82.7 28.9 9.8 21.2 2.2 1.2 1.4 2.4 2.4 2.4
Memorandum:
Domestic savings 10.6 -138.3 4.2 85.1 69.2 6.1 -0.9 5.2 4.1 8.3
Nationa!l savings: 12.7 -17.3 -3.6 @86.5 1i87.1 9.2 2.6 8.4 5.2 7.2
Public 28.8 -17.7 7.4 44.B 498.2 4.9 2.3 1.4 8.2 2.2
Private -14.8 -15.4 11.6 1406.0 -106.2 §.2 ~0.3 6.0 2.0 7.4
a/ Preliminsry.
Source: Statistical Appendix, Tables 2.3 and 2.4.
1.26 Burundi has a comparatively low rate of gross domestic savings

around a 4.7 percent of GDP in recent years. 2 Since the late 1970s there
has been no noticeable rise in the national or domestic savings rate.

Foreign savings have financed more than half of total investment. Public
savings (excluding official capital grants) declined rapidly between 1978-

2/This compares with 6 percent for the Sub-Saheran countries as a group; 6
percent for Uganda; 20 percent for Kenya; 15 percent for Zambia; 9 percent
for Zimbabwe; and 18 percent for Mauritius.
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83 (from 5.2 percent to 1.1 percent of GDP) but, in 1986, increased to
about 3.2 percent of GDP, primarily because of higher coffee revenues., !
Foreign financing available in the form of grants and loans to the
Government increased from 6 percent of GDP in 1978 to 12 percent in 1982-83
in line with the increase in public investment; it declined after 1984
following the slow-down in public investment. In 1987, the launching of
major public projects (e.g., the SOSUMO sugar project) contributed to a
substantial increase in public investment.

Table 1.6: Burundl - MACROECONOMIC BALANCES
(in percontage of GDP at market prices)

1979 1980 1881 1982 1983 1984 1986 1988 1987

af
Foreign savings b/ 7.8 8.2 6.9 12.4 12,4 13.1 7.4 5.6 11.9
Private sector
Investment 1.8 1.1 1.6 1.4 2.5 2.7 2.4 2.4 2.4
Nationael savinge 4.7 1.6 7.8 -0.3 9.4 8.9 5.8 2.9 7.4
Invest-savingo -3.4 -0.4 -6,1 1.7 -89 -1.2 -2.8 .4 -5.0
Public sector
Investm-at 18.7 12.8 16.4 18.1 286.3 15.7 11.4 8.8 18.8
Fixed Invest. 13.7 12,8 11,9 18.8 18.8 14,9 11.¢ 10.5 15.1
Chﬂﬂs‘ ‘ll .tock. 0.9 ao‘ 3 4 "007 3.5 003 "0‘4 "’202 107
National savinge 2.7 8.1 2.8 2.3 1.3 1.3 1.4 3.2 -0,2
Invest.~pavings 16.9 8.7 13.1 10.8 19.2 14.3 16.0 6.2 17.8
Investment-Savings 7.6 9.2 6.9 12.4 12.4 13.1 7.4 5.6 11.9

Memorandum item:

Share of GDI financed by
forelign savings (%) 69.3 66.3 b0.9 81.9 64.2 74.6 51.7 43.4 68.1

s/ Estimate.

b/ Current account deficit.

Sourco: Stetistical Appendix, Table 2.8.

The External Sector

1.27 After deteriorating between 1980 and 1984, Burundi’s balance of
payments improved between 1984 and 1986. The improvement is largely
attributable to: (i) the contraction of imports through administrative
controls until mid-1986, and (i1) a 17 percent increase in the volume of
coffee exported in 1985 and & 50 percent increase in coffee prices in 1986.
The impact of the liberalization measures (in effect since August 1986) on
the import bill was partly offset by the combined effect of the currency
adjustment, the tariff reform (which increased the minimum level of import
duties and removed some exonerations), and higher lending interest rates on
short-term import credits. These factors led to a decline in the current
account from $129 million in 1984 to $76 million in 1986 (5.6 percent of
GDP) and to an improvement in the overall balance (Table 1.6). In 1987,

L
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the substantial decline in the coffee world price (almost 50%) led to a
deterioration in the external position: the current account deficit is !
estimated at $157 million (12 percent of GDP). Net foreign exchange
reserves at end-1986 covered 2.5 months of imports compared with 0.7 at

end-1984.
Toble 1.6: SUMMARY BALANCE OF PAYMENTS
(USg mililon)

1977-86 1981 1982 1983 1984 1986 1988
Resource balance 68 -111 -166 -169 -147 -89  -87
Exports, nis 91 "~ 68 108 97 181 124 167
(coffes) (74) (68) (78) (79) (88) (94) (114)
Imports, nfs 164 199 268 266 248 223 244
Non-factor services (net) ~-11 ~-20 -28 -28 -27 ~338 ~49
(Interest) (2) () (7 G o) (@8 @7
: Current transfers 86 84 68 62 44 48 66
Current Account -89 87 -126 -184 -126 -8 .78
Direct investment 2 1 1 ] 1 2 2
Capital grants 24 38 40 49 49 490 49
MLT loans (net) 26 22 41 i1 81 58 80
Disbursements 29 26 45 117 99 72 99
Repayments 8 4 4 8 9 18 19
Short-term capital (net) ~4 12 14 20 -2 2 -1
Other capital n.e.g/ -8 -87 ~8 -23 4 -3 -9
Overali balance 4 =81 =86 14 -2 11 39

Memorandum items:

Net reserves &s

months of importe 8.6 3.9 8.7 1.8 9.7 1.8 2.6
Debt service ratio 5.3 18.9 10.7 12.5 18,6 23.9 23.2
Resource balance/GDP (%) 8.7 11,4 15.3 14.7 14.9 8.8 8.8
Current account/GDP (%) 4.8 8.9 12.4 12.4 138.1 7.4 5.6

8/ Includes short term cepitsl and errors and omisslions.

Sourco: Statistical Appendix, Teble 3.2.

1.28 Merchandise imports (Table 1.7) increased substantially in 1982 (by
30 percent in current U.S. dollars) to recover from the abnormally low level
in 1981, which was due to the transport disruption associated with the
Uganda/Tanzania war that year. In 1983, however, merchandise imports
declined (in comparison with the 1981-82 value), following the imposition of
restrictions on non-essential imports, and quantitative restrictions on
products competing with local manufactures. These affected mainly imports
of consumer goods which fell in 1983 by 23 percent (compared with the 1981-
82 average). Since 1983, total imports have grown at an average of 3.5
percent, with the share of consumer goods increasing again in 1986. The
growth registered in intermediate products is somewhat lower than would be
expected on the basis of past growth in secondary production, but this is
related to both the low utilization rate of newly-installed manufacturing
capacity and under-invoicing (or unofficial) imports, especially for items
which were subject to high duties or administrative controls.
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Teble 1.7: COMPOSITION OF IMPORTS,1977-868

Av.growth '
1977-86 1681 1982 1983 1984 1986 1986 1983-86
roal (%)
(US8 milllons)
Merchandige imports: 122,99 187.80 214.2 183, 187.6 188.5 203.1 3.6
Structure: (in porcentage)
Consumer goods 4.8 34.0 37.6 28.1 31.8 DM.4 32.8 8.9
(Food) (11.8) (11.1) (11.6) (8.1) (9.8) (8.8) (8.8)  (2.8)
Capital goods 22.8 20.2 23.8 30.5 26,4 80.7 28.9 1.7
Row materials 23.1 26.8 26.0 26.8 26.2 23.8 208.0 3.8
01! products 9.8 20.6 14,2 15,6 17.6 17,1 18.2 ~-2.1
Sourco: Statistical Appendix, Table 3.5,
1.29 The country’s weak and narrow export base (dominated by coffee) is

particularly susceptible to external shocks. Between 1981-86, total
merchandise exports grew at an annual rate of 12.3 percent in dollar terms
(7.8 percent in volume terms), with 80 percent of the increase coming from
coffee. The remainder came mostly from manufactures and tea. Exports of
cotton (the main agricultural export after coffee and tea) declined
drastically from 2,000 tons in 1982 to 170 in 1986 following the decline in
international prices since 1984 which reduced its competitiveness abroad.
In 1987, despite a substantial increase in exports of cotton fiber and
manufactured products, total exports have declined by 23 percent in dollar
value, due to a 40 percent drop in world prices.

1.30 The dependence on coffee makes Burundi’s balance of payments quite
vulnerable to changes in the quality of this product as well as to adverse
developments in transport and marketing. For example, the deterioration of
coffee quality has resulted in a decline in the ratio between the export
price for Burundi’s coffee and the international price -~ this fell from 98
percent in 1983 to 84 percent in 1986 (para. 2.24). Also in 1986, Burundi
did not profit from an exceptional year of high prices and absence of
quotas. Because of difficult transport conditions and a lack of aggressive
marketing, Burundi failed to sell a large part of its coffee output. Coffee
stocks reached 19,000 tons early December 1986, compared with 8,000 tons in
December 1985. Foregone export earnings are estimated in the range of
US$10-15 million.

Table 1.8: BURUNDI’S COFFEE EXPORTS AND
WORLD COFFEE PRICES, 1980-869

Exports Coffec grices (USc/Kg)
(’ﬁﬁ% tons) or rices

Constan’. 1/ Current Burundi (%)

19806-82 25,3869 268 312 272 87.1
1983 24,835 287 290 283 97.6
1984 28,001 820 318 288 89.0
1986 34,007 821 321 273 86.0
1086 28,281 381 429 402 93.7

1/ In 1986 prices.
Source: Statistical Appendix, Table 3.4.
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External Public Debt

1.31 Burundi’s outstanding external debt, including undisbursed, stood
at $868 million at the end of 1986, of which $526 million was disbursed.

Of this smount, 67 percent was owed to multilateral organizatioms,

28 percent to bilateral creditors, and the remaining 5 percent to financial
institutions. The World Bank group held 35 percent of total debt at end~
1986; the African Development Bank and the African Development Fund,
together, held 17 percent. Among hilateral donors, France continues to be
the most important creditor (13 percent), followed by China (5 percent) and
the Kuwait Fund (5 percent). After increasing substantially between 1981
and 1983 (from U$26 million to US$117 million), net MLT flows declined
rapidly to $71 million in 1985 as important projects were completed. In
1986, project-related flows rose to US$85 million. Burundi also received
support to the balance of payments: US$22 million from the first tranche of
SAL I credit (financed by IDA, Special African Facility, Switzerland and
Japan) and US$10 million from the IMF Structural Adjustment Facility.
Capital grants have remained at about US$40 million during 1981-85; the
increase in dollar terms to US$47 million in 1986 is in part the result of
the depreciation of the dollar vis-a-vis the main European currencies.

Table 1,9: STRUCTURE OF NEW COMMITMENTS OF PUBLIC DEBT AND GRANTS
1979-1986
{millions of USS)

1979 1980 1981 1982 1903 1984 1986 1986
Capital grants 25.4 35.2 38.6 40.1 39.9 39.8 39.8 47.9
Official loans

Concessional 83.4 105.7 128.3 48.8 63.4 76.1 135.9 78.1
Bilateral 38.7 18,7 25.9 27.8 387.9 19.9 47.6 19.3
Multijateral 24.7 7.0 100.3 20.8 15.6 66.2 88.3 68.8

Non-concessiona! 2.9 2.8 24,83 12.3 15.6 11.1 - -
Bilaterai 6.9 2.8 8.3 - - 8.1 - -
Multileteral - -~ 24.86 12,3 15.0 8.9 - -

Private loons 1.4 - 6.9 3.1 0.5 - 2.7 -

Suppliers credits 1.4

Financial institucions 6.9 30.1 .5 2.7 -

Total loans 66.8 108.5 157.4 0.8 68.8 87.1 138.7 78.1
Source: Debt Reporting System and Staff estimate
1,32 Most of Burundi’s external debt (96 percent) is the direct

obligation of the central Government; only 4 percent of the public debt is
the obligation of public and mixed corporations and the National
Development Bank. About 85 percent of outstanding debt is on concessional
terms.. Non-concessional borrowing occurred mainly during 1981-82, to
finance some industrial ventures, but on the whole, th2 term structure of
Burundi external debt was relatively good at end-85: interest rate, 1.5
percent; 38 years maturity; 9 years of grace period - which corresponds to
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a grant element of 72 percent. Howeve., due te the non-concessional loans
and the bunching of maturities cf concessional loans, debt service payments
increased from US$10 million in 1981 to US$41 million in 1986, or 26
percent of export earnings. Taking into account the dependence of export
revenues on coffee, this ratio is quite high. However, Burundi’s debt
structure does not lend itself to Paris Club type rescheduling. As
indicated below, 41 percent of debt service falling due in 1987 is due to
preferred creditors ard is not eligible for rescheduling. Debt service
owed to Paris Club Countries (Belgium, France, Netherlands and USA)
represents about 32 percent of the total debt service. However, of these
countries only France, Belgium and Switzerland, sharing 26 percent of the
debt service, have used emounts exceeding the normal lowest "de minimus"
level (SDR 250,000) for Paris Club Agreements.

Table 1.18: Dobt Sarvice 1987 (USS @909)

Principal Intorest Total Percont
Hult!loteral 9,441 6,614 15,616 41
Paris Club Dobt 7,618 4,718 12,874 82
Other Creditors 8,431 1,876 16,106 27
Total 26,487 12,667 88,096 100
1.33 Debt management. The recently established external debt

management committee has played a useful role in debt monitoring, but there
are still some weaknesses which need to be addressed. Debt gtatistics are
not centralized in one institution, and the debt aggregates reported vary
between institutions. In order to ensure a better coordination and
monitoring of the debt strategy, the Govermnment should strengthen the
supervision and management capabilities of the current Committee with
technical asazistance from UNCTAD.

Public Finance

1.34 The adverse external developments of the early 1980s together with
expansionary financial policies, led to large budget deficits. In 1983,
the first year of the Fourth Development Plan (1983-87), the overall
deficit (in cash terms) reached 16 percent of GDP compared with 4 percent
in 1978. This resulted from a sharp decline in coffee revenues3 and the
difficulty of compensating for it by increasing revenue from other sources
or by sufficiently curtailing the growth of current expenditures. Between
1981-83, recurrent expenditures grew at 15.6 percent in nominal terms (6
percent in real terms) and capital expenditures by 26 percent in nominal
terms (17.4 percent in real terms). Instead, Government resorted to
borrowing to finance budget deficits (about two thirds of it from external
sources and the rest from domestic sources, mainly the central bank), while

3/Until 1980, coffee provided 30 percent of budget revenues. Between 1980-
1983, this contribution became marginal due to the decline in world
prices.
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accumulating arrears. Foteign borrowing reached a record level of FBu 10
billion in 1983 (close to 10 percent of GDP). Domestic borrowing reached 3
percent of GDP in 1983-84.

Teble 1.11 SUMMARY GOVERNMENT FINANCE, 1981-88
(in FBu billions)

1081 1982 1083 1684 19856 1986
Revenues and grants 8.9 17.8 16.8 21.8 24.6 20.0
Revenues . 146 128 176 19.7 2838
(Coffes) 6.08 6.8 9.2 2.7 8.7 5.6
Total expenditure 1/ 21.8 26.4 8i.8 31.8 81.68 84.0
“T—E_‘_ocumnt 1 127 1% 141 161 176
Salaries 5.8 6.9 8.0 8.8 7.1 7.8
Goods and sorvices 3.7 6.2 5.3 4.8 3.8 4.2
Transfers and subsid. 1.8 1.1 1.8 1.2 2.2 2.1
Interest 9.3 8.8 0.9 1.6 2.0 2.2
Capital expenditure 11.86 12.7 18.8 17.8 16.8 1.4
Oversli balance 1/ -8.1 ~7.7 ~18.2 ~10.4 ~5.8 -4,7
Ay S L S S O O
vyora Blanco on Cas a. 8 “8 e 0 . - 03 =f e -
(before capital grants)  (=8.7) (~18.5) (-"'713 3) (-16.3) (~12.2) (-11.2)

Finsncing:
External (not) 2.
8

8 4.8 9.7 e.1 6.8 8.5
Domestic (net) .9 2.9 3.1 8.8 2.1 -9.4
As % of GDP:
Overall deflcit 2/
After grants 8.0 -7.6 ~12.8 -8.¢ ~8.7 -4.1
Before grants ~11.1 -11.6 -18.2 -12.9 -9.4 7.8
Recurrent enponditure 2/ 12.8 18.4 1.8 12.4 12.6 12.1

1/ On commitment basls.
2/ On cash basis
Source: Statistical Appendix, Teble 6.1.

1.35 The situation improved in 1984 and 1985. The overall deficit (on
a cash basis and excluding capital grants) fell to nearly 13 percent and 9
percent of GDP, respectively, and arrears began to be paid. This
improvement arose from a sharp increase in receipts from coffee export
duties (Table 1.11) resulting from the 30 percent devaluation in 1984, and
in 1985 from a 17 percent increase in volume of coffee exports together
with lower outlays of goods and services. At the seme time, capital
expenditure declined with the completion of some important projects. In
1986, revenues increased by 20 percent due to the combined effect of
several factors: devaluation of the FBu, higher coffee exports, and tariff
reform -- which increased the minimum taxes and eliminated some import~
duty exonerations granted under the previous Investment Code. Recurrent
expenditures expanded by 9 percent and development expenditures by 6
percent, the overall deficit fell to 7 percent of GDP. In terms of the
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Government's short-term financial program, the performance targets were met
on the expenditure side but not on the revenue one. This divergence, which
led to the need to negotiate a new Standby program, was mainly due to lower
than expected coffee revenues, not fully offset by adjustments on the
expenditure level.

1,36 Public revenue. Burundi’s tax effort is comparable with other
countries at the same level of development. Tax revenue averaged 12.6
percent of GDP during 1981-82, and has been maintained at a level of 13%
between 1984 and 1987, The 14.3 percent rate recorded in 1986 is somewhat
exceptional as it is linked to the higher coffee prices and revenues
(Table 1.12). This compares with the average 12.5 percent for all Sub-
Saharan countries in 1983, but is lower than that of some neighboring
countries: 20.2 percent in Zambia, 18.5 in Malawi, 19 percent in Kenya, and
18 percent in Zaire. 4

Table 1.12 GOVERNMENT REVENUE PERFORMANCE, 1981-86
(in porcentege)

1981 1982 1983 1984 1988 1988

Total Revenue/GDP 18.3 16.3 16.5 18.5 19.6 19.63
Tex revonus/GDP 11.6 18.8 11.8 13.6 14.1 14.8
(without coffes) (11.4) (18.2) (11.8) (11.3 (10.8) (19.9)
Real tex revenue index a/ 109 117.8 103.86 120.7 129.9 147.7

Income taxes/noncoffee

monetary GDP 6.4 7.1 6.5 6.2 8.9
Coffee revenue/total rev.b/ g.3 4.1 - 18.7 18.7 21.9
Import texes/imports of
goods 18.7 18.8 18.2 14.8 13.8 19.8
Yoxes on domestlic
goods/GDP 8.0 9.2 8.4 7.9 8.9 9.2

o/ Doflated by GDP doflator.
b/ Excluding grants.

Source: Statistical Appendix, Table 5.1.

1.37 Taxes on incomes have shown low buoyancy with regard to monetized
GDP. Indirect taxes (taxes on domestic goods and services and on
international trade) are the msjor source (70 percent) of government
revenues. The most important taxes on domestic trade are the transaction
tax and the tax on beer, which account together for 35 percent of total tax
revenues. In the past, Government used the beer tax as a vehicle to raise
revenues as needed. However, due to the high price elasticity of demand,
the last increase in 1983 (43 percent) had to be reversed, as it led to a
sharp drop in beer consumptiorn and eventually to a decline in total receipts
collected. Until recently, the transaction tax was imposed on all
transactions; it led to a high cascade effect (sometimes to 25 percent) and
had limited coverage. In the context of the financial program, the
Government has undertaken to reform this tax. Since August 1986, the tax is
levied at one stage only: at the wholesale level for all imports and at the

4/Source: IBRD, World Development Report, 1986.
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factory level for local manufactured goods. Its rate went up from 6 to 12
percent. Revenues from import duties have falien 19 percent of import value
in 1981 to less than 14 percent in 1985, as the result of a change in
composition of imports towards goods with no or lower tariffs (capital goods
which were exempt under the Investment Code). The recent tariff reform
which increased the minimum import duties rates and eliminated part of the
exemptions is expected to lead to an increase in the tax base.

Table 1.13 STRUCTURE OF GOVERNMENT RECURRENT EXPENDITURES, 1981~-88
(in percentage)

1981 1982 1983 1984 1985 1988

{Prov.)
l Economic Clossification
ages 6§2.7 46.8 44.7 45.8 47.9 45.8

Operating expenditures 24.8 23.9 17.1  19.6 26.7 24.8
Trensfors subsidies 12.9 8.8 9.8 8.8 12,2 16,7
Debt (interest) 2.8 3.8 6.3 11.8 13.4 12.6
Other non-wage expend. 8.8 16.9 22.86 14.8 8.8 8.4

Functlional Clasgification

Directly Productive 5.8 8.9 5.2 4.4 3.9 4.8
Agriculture 6.2) (6.7) (4.9) (4.2) (3.7) (4.9)

Infrastructure 10.0 8.0 6.8 4.0 8.3 7.8
Energy, mining (7.6) (8.1) (8.7) (2.8) (4.1) (4.4)
Roads, trangport (2.8) (1.9) (1.8) (1.2) (2.2) (2.8)

Soclal Services 29.4 27.8 28.8 27.2 28.56 86.2
Education (22.8) (21.4) (22.4) (20.7) (21.2) (28.7)
Health (6.4) (5.3) (6.2) (6.8) (8.2) (7.7)

Administrative a/ 66.1 58.2 69.9 64.4 61.3 52.2

af Includeg military related expenditures.

Source: Statistical Appendix, Tables 6.1 and 6.2

1.38 Public expenditure. Roughly half of Burundi’s budgetary resources

have been absorbed by recurrent expenditures, and half by development
expenditures. Recurrent spending (on a cash basis) has been on the order
of 12-13 percent of GDP. The major item has been wage payments (accounting
for 45 percent of the total), followed by operating expenditures.

Increases in the wage bill have resulted from "wage drift” due to normal
promotions within the wage scale (every 2-3 years), the automatic annual
increase of 3 percent, and from new hirings. The number of non-military
personnel grew at a rate of 1.5 percent per year from 1981 to 1984, the net
result of an increase in permanent staff of 7 percent p.a. and a reduction
of about 22 percent in temporary (sous-contract). In 1985 non-permanent
staff declined by 5 percent and permanent staff increased by 9 percent; in
1986, permanent staff increaswd by 2.3 percent, non-permanent staff
remained the same. Most of the these increases were absorbed by the
Ministry of Education: larger number of teachers were recruited in line
with the Government’s objective of extending universal primary education.
Debt service payments (interest) have risen fast, representing 13 percent
of recurrent expenditures in 1986. Part of these debt payments were made
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on behalf of public enterprises. Efforts are underway to make public
enterprises responsible for the payment of their own debt.

1.39 In terms of functional classification, the share of expenditures
on productive services (e.g., agriculture, industry and commerce) and
infrastructure is small and has declined from 15.5 percent in 1981 to 10.2
percent in 1985. This development raises concerns about the Government’s
ability to ensure adequate maintenance and rehabilitation of the country’s
physical and social infrastructure which continues to absorb a large share
of governmental development expenditures (Table 1.14). It also shows the
relatively larger weight of administrative, political and military
expenditures on the recurrent budget.

1.40. Capital expenditures grew rapidly until 1983 but declined in
nominal terms between 1983-85 -- capital outlays are particularly sensitive
to fluctuations in revenues and are also influenced by the availability of
foreign aid. Capital expenditures have ranged between 45-55 percent of
total central government expenditures. They have been financed
increasingly by foreign aid, whose share went up from 40 percent in 1981 to
83.2 percent in 1985. In térms of structure, infrastructure projects,
notably by transport and energy, have the largest share -- about 50
percent. This proportion has declined in the investment program for 1987~
89 (see Chapter III), infrastructure projects giving way progressively to
agriculture investments. The share of industrial investments increased
significantly in 1986 due to three important projects: SOSUMO, a new tea
factory and extension of COGERCO (cotton).

Tablo 1.314 STRUCTURE OF GOVERNMENT CAPITAL EXPENDITURES, 1981-89
(in percontage)

1981 1982 1983 1984 1986 1988 1987-89

(Prov.)
Directly productive 10.8 24.7 20.8 19.8 24,6 48.0 46.0
Agriculture 16.1 21.8¢ i2.6 15.1 28.2 80.3 86.5
Industry 4.7 2.9 8.1 4.7 1.4 18,7 8.6
Infrastructure 43.3 48.2 49.2 48.6 51, 49,2 43.9
Transport/pover 36.2 87.9 41.7 44.7 47.8 86.8 39.4
Wetor supply/housing 7.1 8.8 7.8 3.3 3.8 8.4 4.5
Soclial! service end
administrative infrast. 868.9 29.1 380.2 42.2 23.8 13.8 11.1
Hemorandum Item: Sources of {inancing
Domastic 9.0 387.9 806.2 1.8 18.8 22.1 20.0
Foroign grants 80.2 20.4 20,3 27.83 480.2 381.7 80.0
Foroign loons 6.8 84,6 49.6 651.8 63.3 609.6 6.9
Indox cepital oxpondit.s/ 169.0 103.7 188.2 114.6 ¢8.8 ©7.8 .

8/ Detlated by GDP de¥lator.
Sourco: Statistical Appondix, Teble 2.8

1.61 The Fourth Development Plan (1983-87) was planned to involve
investment expenditures of about FBu 129 billion (in 1984 constant prices)
or about FBu 26 billion per annum, for an estimated 460 projects. About
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half of this amount would be for 27 large projects. During the 1983-86
period, actual spending was lower than what had been planned: FBu 17.0
million in constant 1984 prices. In the context of its financial
adjustment program, the targets of capital expenditures for 1986-87 were
reduced by 30 percent, i.e. to an average of Fbu 17 billion per year. The
investment program was cut in a rational manner, maintaining the
allocations to the key sectors, notably agriculture (30 percent of the
total investment). The completion of ongoing viable projects and the

beginning of high priority projects has been given the highest priority in
the exercise.

1.42. Important steps have been taken to reinforce the management of
public expenditures, notably to (a) improve the capacity to appraise
development projects, based on common criteria and guidelines; (b) adopt a
_unified system of budget preparation (which would replace the present
Ordinary/Extraordinary Budget classification); (c) prepare a comprehensive
three-year public expenditures program (PEP) including recurrent and
capital expenditures; (d) identify within the public investment program a
“core" program of projects of highest priority for which full funding would
be assured; and (e) assure the following in establishing the investment
program: (1) it must not lead to a level of indebtedness that could
jeopardize the country’s creditworthiness; (i{1i) the contribution of the
central government budget should not require recourse to bank credit; and
(114) its foreign currency component would be financed through grants or
concessionary loans.

Monetary Policies

1.43 Monetary and credit developments have been mostly dependent on the
evolution of the budget deficit and the coffee sector, which absorbs more
than 30 percent of total credit and can produce large oscillations in money
supply. Since 1981, broad money increased in line with the trend of
nominal GDP, around 10 percent per year. In 1982, the deterioration in the
banking system’s net foreign assets position contributed to the slow growth
in money supply. The latter accelerated in 1983 and again in 1985 when
credit to Government expanded b:- 14 percent and foreign assets increased by
65 percent. Bank credit to parastatals rose significantly between 1981 and
1985. Credit to the private sector other than parastatals actually
declined by 25 percent between 1981-85.

1.44 Despite an array of monetary/credit policy instruments, the stance
of policy in recent years has been to accommodate the expansive govermment
budgetary policies and the resulting high levels of domestic liquidity.
Interest rates, unchanged in nominal terms since October 1981, have been
revised in August 1986, with the objective of bringing them to a real
positive level. Assuming that domestic inflation would reach 10 percent in
1986, the interest rate of deposits at more than one year was raised by 6
percent. The adjustment in the other rates included: an increase in the
minimum lending rates between 0.5 and 6 percentage points for
rediscountable credits and between 0 and & percentage points for non
rediscountable credits. The lending rates to industry were lowered by

3 percentage points in order to stimulate activity in the sector. BRB also
increased its rediscount rates by 1 to 5 percentage points, with the
exception of short-term credit to industry whose rediscount rate declined
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by one percentage point. The deposit rates were also modified: minimum
deposit rates were raised by 3 to 5 percentage points from a range of 4.5
to 8.5 percent to a range of 8 to 13 percent. A minimum 3 percent interest
rate was imposed on sight deposits. (Statistical Appendix, tables 6.6, 6.7)

Table 1,16 MONETARY INDICATORS, 1981-88
(Annual percentage chango)

1981 1882 1983 1984 1885 1966

Net foreign sasats -42.6 -76.7 114.3 -~16.9 66.0 178.8
Net Domestic Assets 42,0 11.7 18.4 6.4 18,0 -5.3
Claims on Government 68.3 20,8 3¢.4 13,7 12.3 -11.4
Claime on private sector 32.9 ~0.4 8.9 «3,2 16.9 1.0
Broad money 26,1 -1.6 28.4 2.3 28,0 3.3
Monay 16,7 -8.3 19.6 7.3 24.9 .o
Quasi-money 88.8 17.2 45.3 -6.4 7.1 ’e

Selected indicators:

Broad money/GDP (%) 17
Bank credit/GDP 20
Index of reas! brosd money 109
100

41

2

7 17.6 19.6 18,9 18.8 17.7

e 21,2 22.0 2.4 21.7 19.2

2 93,4 108.8 97.8 112.7 111.4
Index of real credit ]
Gov’t share on credit "]
Parastatals share on credit 8

103.6 108.4 104.2 116.8 1¢6.8
48.7 66.1 §&6.0 5B.9 B51.9
2.1 6.8 17.3 18.4 .o

Source: Statistical Appendix, Table 8.1,

1.45 The monetary system has kept very high levels of liquidity.
Refinancing declined from 26 percent in 1981 to a negligible level in 1985-
86. Private sector financing is dominated by short-term credit (60
percent), mostly to finance the coffee campaign and import credits. Long-
term credit is devoted mostly to civil engineering works under procurement
with the Government. Agriculture represents less than 3 percent of total
credit to the economy. The change in interest rates in August 1986 had a
substantial impact on the structure of deposits, as the commercial banks
were reluctant to accept/renew term deposits due to the new higher rates
and the slack in demand for credit at the new lending rates. " >rm deposits
actually declined by 25 percent between end-1985 and end-1986, wnile sight
deposits increased by 13 percent. The structure of credit changed in favor
of short-term deposits (66 percent at end-1986) due to the financing of
coffee stocks. Medium and long-term credit increased by 5 percent in
relation to end-1985. In May 1987, the interest rates were revised downward
to about the same levels preceding the 1986 reform.

1.46 In the context of the first phase of its structural adjustment
program (SAP), the ceiling above which the commercial banks need
suthorization from the central bank was raised from FBu 3 million to FBu 10
million. The system continues, however, to be highly regulated. Besides
the large number and widely dispersed interest rates (37 rates), credit
policy toward the private sector is regulated by: (i) quantitative limits
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imposed on credit extended by commercial banks to enterprises; (ii) a
liquidity ratio; (4ii) a ratio of bank resources allocated for medium-term
loans that can be rediscounted by the BRB; (iv) a coefficient of individual
bank’s own working capital; and (v) risk centralization. Commercial banks
have also to submit monthly statements showing the credits extended to the
private sector, classified according to the nature, maturity and
beneficiaries. All these regulations have an adverse effect on the
efficiency of the financial sector and may hinder the successful
implementation of the Government’s adjustment program. In the short run,
there is a need to review the level and structure of interest rates, to
make them more coherent with supply and demand for money, and provide the
necessary incentives for private investment. An overall review of the
present regulations is also necessary to improve efficiency of the sector
and make it consistent with the ongoing liberalization process. This is
discussed further in Chapter II.

Prices and Price Determination

1.47 After a period of rapid inflation during 1978-80 (about 20 percent
per year), the rate of inflation decelerated to 13 percent in 1981 and 7
percent in 1982-83, as a result of a slow- down of interrational inflation
and a modest increase in food prices -- food accounts for 50 percent of the
consumer price index (CPI). In 1984, the inflation rate soared again to
(14 percent due to: the excess liquidity built during 1983, the downturn in
agricultural output, and the general increase in prices of imported goods
following the late-1983 devaluation. In 1985, prices moved moderately (by
3.7 percent) and in 1986, domestic inflation was kept at a low 1.8 percent,
despite a 23 percent devaluation against the SDR. This may be explained by
the lagged effect of the devaluation (the imported goods at the new
exchange rate entered the market about 3-4 months after the devaluation
took place), and the effect of increased competition in reducing traders’
and importers’ margins. In 1987, however, inflation is estimated to be
near 6 percent.

1.48 Before August 1986, all imported and locally produced goods were
subject to price control (the responsibility of the Ministry of Commerce
and Industry). Prices were set on a "cost plus” basis, with the
manufacturer receiving a negotiable net profit margin of 10 to 20 percent.
Gross wholesale and retail mark-ups were also set for imported goods and
varied between 15 and 30 percent. Price control aimed at preventing
producers and traders from making excessive profits in a monopolistic
market, but they had serious drawbacks. The cost-plus formula discouraged
importers from looking for the cheapest source of supply; and assured of a
fixed profit margin, manufacturers had little incentive to reduce costs and
become more efficient. Moreover, the system allowed firms operating at low
capacity to pass on all the costs (including depreciation) and thus remain
financially profitable. Aware that price control could hamper the process
of relative price adjustment and resource allocation, in August 1986 the
Government liberalized most prices. Price controls remain for only eight
products of strategic importance (e.g.,sugar, cement, salt, metal sheets,
etc.) or can be applied to products subject to temporary import
difficulties, for no more than four months and only in case of acute
shortages.
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Toblo 1.16 RECENT PRICE CHANGES, 1981-88
(annua! parcentage changes)

Averago 1976-80 1981 1982 1983 1984 1986 1986
Consumer price 24.0 13.8 5.7 8.8 14.4 8.7 1.8
Food price 8.8 7.1 8.1 1i3.e 7.8 2.0
GDP deflator 22.2 ~8,8 8.6 8.6 15.4 8.9 2.8
Import prices 28.2 8.0 6.4 -8.,6 15.0 4.8 3.8
MUV 12.7 0.6 ~1.4 -2.6 -1.7 9.9 18.9

Sourco: Statistical Appendix, Table 6.4,

Wages and Employment >

1.49. In 1982, out of a population of 4.3 million, Burundi’s active
labor force was estimated at 2.26 million. Of this, 2.5 percent was
employed in the modern sector, 13.5 percent in the informal sector and 84
percent in traditional agriculture. The public sector absorbed 66 percent
of modern employment. It is estimated that between 1979 and 1985, about
60,000 people entered the labor force each year. During the same period,
the modern sector provided between 1,900 and 2,100 permanent new jobs each
year, of which 400-900 in the public sector. This is clearly below the
target of the Fourth Development Plan which aimed to create 5,900 new jobs
in the modern sector each year.

1.50 During the past six years, the cost per job created in the modern
sector averaged between US$60,000-70,000 at 1981 constant prices. This
high value reflects both the concentration of public investment in capital-
intensive infrastructure projects, as well as the effect of past policies
which discouraged labor intensive activities, notably: (i) investment
incentives in the form of tax exemptions on imported equipment; (ii) low
interest rates; (iii) high social charges, and (iv) relatively cheap
energy. Some of these policies have been modified in the context of the
Government’s structural adjustment program. Moreover, additional measures
were implemented to reduce the social charges borne by the employers: the
progressive payroll tax was abolished and a study is underway to analyze
the feasibility of extended health insurance benefits to benefit private
sector employees. The new environment is expected to provide increased
incentives for higher utilization of labor and accelerated growth of
employment in the modern sector. Other issues concerning labor regulations
and population mobility are still to be addressed. These are discussed in
Chapter II of the present report.

5/Detailed discussion on employment policies is provided in Chapter II.
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Teble 1.17 SIZE OF POPULATION AND LABOR FORCE, 1979-86

Size (thousand Percentage Growth
Tﬁ?‘%ﬁ?‘%ﬁﬁ IﬁT‘Tﬁ%“ﬁﬁ ~79-86

Population 4,022 4,386 4,729 120.0 100.0 100.9 2.7
Urban Population 211 258 201 5.2 6.9 8.2 5.5
Working Age Population 2,106 2,280 2,475 62.3 b62.4 62.3 2.7
Activo Population 2,086 2,268 2,446 100.¢ 100.0 108.0 2.7
of which Urban 117 143 162 5.6 6.3 6.6 5.8
Rural 1,968 2,116 2,284 94.4 93.7 98.4 2.5

Sectoral Distribution:
Modern 61 &8 59 2.4 2.8 2.4 2.4
w/o: clvil service 21 23 22 1.1 1.8 1.0 9.9
Informal 280 304 330 is.4 18.8 18.56 2.8
Traditional Agriculture 1,764 1,898 2,067 84.1 84.0 84.1 2.6

Source: Government and mission estimates.

1.51. The official minimum daily wage (SMIG) was set at FBu 140 in 1983
for Bujumbura and Gitega; and at FBu 88 for the rest of the country.

Between 1976-83, the SMIG in Bujumbura and Gitega grew at about 7.2 percent
per year, which led to some erosion in workers® purchasing power (inflation
averaged about 10 percent per year); for the rest of the country the
increase was much smaller. Specific minimum wages are also enforced for
labor categories, ranging between FBu 140 for unskilled labor to FBu 1,200
for professionals (Statistical Appendix, Table 1.5). The minimum wage level
18 relatively low by African standards although higher than in Rwanda (Table
2.8, in Chapter II section C). Employers bear substantial social charges
which range between 30 and 50 percent of the wage bill. These include:
monthly housing allowances; contribution to the social securitys the
employee and his family’s medical bill; and until recently, a progressive
payroll tax.

1.52. It is not clear whether the current minimum wage legislation has
had adverse effects on employment generation. In fact, the current
regulation on labor mobility -- which limits the flows of rural labor
toward urban centers -- has produced artificial shortages of labor, and as
& result, current wages are far above the minimum wage. Unskilled labor in
the modern sector earns higher salaries than those freely negotiated in the
informal sector where unregistered small enterprises escape the application
of minimum wage and the contribution to social charges, and where wages are
responsive to changes in the supply of labor.

1.53 Civil Service Salary Scale and Wages. Since 1985, civil servants
are classified by salary scales corresponding to three major occupational
streams: low-level, middle-level and higher-level staff (being almost
impossible to move from one occupational stream to another). Monthly
salary ranges from a minimum FBu 7,000 to a maximum FBu 67,300. The lowest
level corresponds to the minimum salary paid by the private sector to
specialized semi-skilled labor; however, for higher level staff, the lowest
monthly salary is below the minimum FBU 30,000 imposed in the private
sector for professional workers. Moreover, for most skilled workers,
salaries in the private sector are already 30 to 40 percent higher than
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those paid by the public service, Civil servants receive, however, extra
benefits in the form of monthly allowances (FBu 1500 to FBu 15,000) and
other fringe benefits of which housing is the most important, representing
30 to 40 percent of the base salary. A more detailed comparison between
civil service and public sector wages will be possible once the ongoing
compilation of salaries data|(by sectors, type and level of training) is
completed.

Distribution Impact of Recent Reforms

1.54 The social implications of the Government program during its first
year were clearly positive, especially in two areas: (i) the increase in
agricultural producer prices (28 percent for coffee and 13 percent for tea)
resulted in a shift of income towards the rural sector where the poorest
and most vulnerable groups are concentrated, and (ii) the urban population
benefited from the trade liberalization measures as profit mergins
previously allowed for under importer and trader monopolies were reduced
(e.g.» the wholesale margin on imported salt declined from 129 percent in
May 1986 to 49 percent in May 1987, on sugar from 163 to 70 percent),
offsetting the effect of the exchange rate adjustment in the retail prices
of essential imported goods and even leading to a decline in some retail
prices (e.g.,sugar, cement). In addition, the program did not call for
major reduction in the number of civil servants, it involved only a
slowdown in the growth of public employment and compensation. Finally, in
the context of a more rational allocation of public resources, higher
priority is being given to social sectors such as education, health and
family planning, which in the long run will have the greatest impact on the
welfare of the population at large.
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CHAPTER II

THE LONG-RUN CHALLENGE

2.1 In spite of scarce natural resources and geographic constraints
(being a land-locked country), Burundi has managed to accommodate its high
population growth while maintaining political and social stability and an
adequate level of food availability. This situation will, however, be
increasingly difficult to maintain in the long term. If the Government’s
objectives to increase per capita income levels, maintain a sustained
growth rate, and reduce dependence on external aid are to be met, important
structural changes would be required. The Government has already begun to
implement important measures under its structural adjustment program.

These policies have contributed to reducing distortions in the incentive
structure and promoting efficient resource allocation. While further
measures are needed to reinforce the program already initiated, both at the
macroeconomic and sector level, main key issues are still to be addressed
in the context of development sttategies to be prepared for the medium and
long term. The following sections address some of those issues.

A. AGRICULTURE

2,2 The Government'’s objectives, as included in the Fourth Plan, were
to improve food security -- that is, ensure adequate food supplies to meet
nutritional needs, while minimizing imports and avoiding shortfalls and
disruption in food supplies -- and increase both production and quality of
export crops while raising farmer incomes and promoting local processing of
agricultural products. This was to be achieved through a combination of
integrated rural development projects managed by regional development
companies {(RDCs), and central programs focused on strengthening research
and seed production, fertilizer utilization, development of specific export
crops, and non-traditional foodcrops for diet improvement and import
substitution.

2.3. Overall performance is difficult to assess due to poor and
fragmented information available for the foodecrop sub-sector,l which
accounts for 75 percent of total agricultural value added. According to
national accounts data, primary sector growth averaged less than 2 percent
per year during 1977-86; the export sector grew at 10.0 percent per year,
and the foodcrop sector at about 1 percent. This value, which corresponds
to an actual decline of per capita food production, is, however,
inconsistent with developments in food imports and average caloric
availability (see para. 2.4) and indicates that agricultural production
data may be seriously underestimated. However, even if one accepts the
possible scenario that food production has provided an adequate average
nutritional status, the development of the sector in a medium- and long-run
perspective would require increased investment, strengthening and
reorientation of Government support services, and policy actions on such
areas as pricing and marketirng incentives, input supply, food aid, and
population settlement.

1/Better sgricultural production statistics are expected to be available
shortly upon completion of SNES® regional surveys.
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Food Security

2.4 Despite serious constraints, Burundi’s performance in sustaining
food production in the face of population pressure has been more favorable
than in many other African nations. Imports of main foodstuffs such as
cereals and legumes have been negligible; production statistics (although
of poor quality) indicate a maintenance of per capita caloric availability
on the average; and recent regional surveys (conducted in four regions
accounting for more than 50 percent of the population) have shown that
average per capita caloric availability has remained sufficient in these
regions, despite increasing population density,2 and considerable
differences among regions and families. This relatively good performance,
at least on average, has been due to several positive characteristics of
Burundian agriculture: good climate, relatively fertile soil, and skillful
farmers who have succeeded in adapting to increasing demographic pressure
by: (i) intensification of land use through increased multiple cropping,
new associations, and improved crop husbandry; (i1) extension of land
cultivated through reduction of pasture, fallow lands (and in some cases,
forest), and increased cultivation of swampy bottom lands; and (4ii)
seeking supplemental employment or, in some cases, renting additional plots
even in remote regions.

Teble 2.1 PRODUCTION AND IMPORTS OF MAIN FOODCROPS, 1979-85
(in thousands of tons)

Crops 1979 1086 1981 1982 1683 1984 1986
Roots end Tubers 989 1938 1099 1073 1088 1174 1218
Cassava 8856 400 451 444 444 511 504
Yam and Cocoysm 103 100 128 104 108 129 119
Swoet potatoes . 468 500 497 489 502 517 313
Coreals 169 208 218 211 216 214 244
Maize 186 140 146 144 148 139 167
Sorghum 20 52 83 52 &3 49 69
Rice 9 L 16 ] 9 18 20
Legumos 314 328 839 838 826 278 849
Besns and poas 308 816 824 319 810 258 333
Fruits and vegetables 1308 12617 1499 1388 1331 1871 1874
Bananss 1186 1108 123¢ 1220 11682 1197 1384
Total 2780 2818 3064 8003 2960 3032 3386
Solected Food Imports
Coreals 1/ 13.0 17.4 18.8 16.5 15.9 12,1 206.2
Rice .08 8.04 0.04 .18 1.6 2.9 9.8
Fruits,vegetables 8.0 1.4 1.6 2.0 1.4 .3 .8
Sugar 8.8 4.2 7.1 8.3 5.8 10,86 12.8%
Vegatable oll 0.9 8.9 8.9 1.1 8.6 1.3 1.3

1/ Includes wheat, wheot and corn flour, %semoule¥,
Source: Statistical Appendix, Tobles 2.4, 8.8, 7.4

2/A comprehensive survey in the densely populated Buyenzi province, covering
agricultural production, actual consumption, and anthropometric
measurements, showed that both per capita caloric availability and
consumption changed little overtime (between surveys in 1967, 1981 and
1985), despite population growth.
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2.5 However, while Burundi may have maintained an average caloric
availability of 2200 calories (slightly above estimated caloric
requirements of 2020-2150 calories per day), few structural changes have
taken place. Burundi’s agriculture remains basically oriented toward
subsistence, with low and stagnating levels of productivity per farmer,
limited trade, minimal use of cash inputs, and low monetary income.
Moreover, specific nutritional requirements and family-level food security
have not been ensured: (1) while protein and caloric needs have been
covered on average (102 percent and 113 percent, respectively, according to
the most recent food balance sheets), lipid coverage remains highly
deficient (46 percent); (ii) recent nutrition surveys show that protein-
calorie malnutrition among children less than five years old is a serious
pvoblem, and there are also indicstions of possible adult malnutrition;
(see section on nutrition); and (iii) while farming production systems are
well-adapted to reducing the risk of periodic food shortages, the low level
of rural monetization and undeveloped marketing systems are poteuntial
constraints to maintaining fopd security in times of adverse climatic
conditions.

Government Programs

2.6 Government intervention in production of foodcrops has taken place
mainly for some imported products such as vegetable oil, sugar, rice,
wheat, and some vegetables (e.g., potatoes, avocadoes, cabbage, tomatoes)
which have been promoted in the context of public investment projects.
These projects have shown a good potential for production, but in some
cases their economic justification is uncertain. For example, the SOSUMO
project is expected to produce sugar at prices higher than international
prices; palm oil production is expected to increase by four times by the
year 2000, following investments in Rumonge, but the economic justification
of the project is not evident; wheat production for domestic processing and
consumption does not look promising, in view of the high processing costs
of the existing mill plant and the low international prices; dairy
production suffer also the competgtion of imports (particularly under
current conditions where such imports are being subsidized by exporting
countries). Production of vegetables and fruits for the urban market has,
however, been well accepted by farm rs and represents a good way for
diversifying sources of farmers® incomes.

2.7 Support to main staples production has been provided mainly
through research and extension programs. Concerning research: (i) FAO
fertilizer trials during the 1970s achieved increases of 60 to 150 percent
in yields for the major foodcrops, with only wheat and rice testing poorly.
In all other cases, the return was more than twice the cost, and in some
cases (peas, groundnuts) substantially higher. Phosphate fertilizer
application on foodcrops has more recently been tested in farm conditions
and promoted in a few project areas (notably in Kirimiro), with encouraging
results; (11i) research to produce improved varieties has also accelerated
but with limited success, so far mainly because the research is fairly
recent, and few so-called improved varieties have outperformed the
traditional varieties when used in actual farming conditions. Success, in
terms of significant improved yields, has been obtained only in rice and
potatoes, and to a more limited extent in corn in some regions (Buyenzi).
Farmer acceptance of other improved varieties ( e.g., beans) is generally
poor and highly variable; many farmers mix the new varieties with their own
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to minimize risk. On the other hand, the high demand for disease-
resistant tuber varieties (cassava, sweet potatoes, and white potatoes)
remains largely unmet, as a result of an inefficient seed production and
distribution system. Also, quality control of seed production has been
inadequate, and some improved varieties are only accepted at subsidized
prices. Use of pesticides has been, so far, concentrated on export crops.

2.8 For many years, the dominating extension services’ focus was on
coffee (pruning, increasing density, application of fertilizer and
pesticides). Recent government extension efforts have focused more on food
crops, notably on: (1) clearing and thinning of banana groves, to allow
intercropping, with good success in increasing returns; (ii) protection of
seeds against insects, a useful intervention with high returns;

(111) digging of erosion control ditches -- a labor-intensive solution
poorly accepted by farmers; and (iv) composting, generally implemented by
farmers, but with limited results due to poor quality and difficult
handling on sloping fields, where complementary on-farm erosion measures
are needed. Livestock efforts have been concentrated on improving cattle
breeds and animal health, with insufficient attention paid to small
ruminants and integrated livestock/fooderop systems. In general, extension
services have failed to respond to client demands, and effectiveness has
been hampered by poor institutional coordination with research
organizations, the low skill and experience level of agents, the lack of
adequate operating funds and transport, and the lack of integration/
coordination of the separate crop, livestock, and forestry services.

2.9 In prices and marketing, Government intervention has remained
minimal. In the mid-1970s, a parastatal (SOBECOV) was created to market
and store foodcrops, but its results were disappointing and the Government
has closed it down. A new organization (SOGESA} has since been created to
manage stocks and rent out storage space. At present, most foodcrop prices
are market determined, which helps to explain the relatively good
performance of foodcrop production. However, measures to regulate markets,
including past attempts to monitor activities of specialized traders, need
to be avoided in order to improve incentives for increased marketed
production. The new Government has already made significant progress in
this area, notably by eliminating the restrictions on foodcrop sales by
small farmers.

Imports and Food Aid

2.10 Imports of foodstuffs have oscillated greatly, depending on
climatic conditions and needs for raw materials of the food processing
industry. During 1979-85, they averaged 55,000 tons a year, of which about
40 percent were used by the food industry (flour, malt, some sugar).
Foodstuffs’ share in total imports of goods has declined from 21 percent
(11 percent excluding inputs for local food processing) in 1979 to 16
percent in 1985. As a whole, food imports represent about 2 percent of
total food production. Major products imported (Statistical Appendix,
Table 7.5) are wheat and corn flour (15-25 percent of food tfwports), malt
(15-20 percent); sugar (13-18 percent); dairy products (6-10 percent) and
vegetable oil (2-6 percent). In terms of consumption, wheat and sugar play
en important role (supplying 50 percent of consumption in normal years).
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2.11. Food aid averaged 7,000-9,000 tons per year during recent years,
but rose to 21,000 tons in 1984 due to shipments of emergency aid called
for after the drought. Most of those were, however, delivered in 1985,
which explains the all-time high 20,000 tons of cereals imported in that
year. Cereals, principally wheat, are the most important component of food
aid (60-75 percent of tonnage). The bulk of food aid has been distributed
by NGOs -- chiefly the Catholic Relief Services (CRS), financed by USAID,
which benefitted in the past more than 80,000 people (mothers and children)
and Caritas (an ecumenical church-sponsored organization, supplied by EEC)
-~ and is used mainly for maternal and child health programs. The World
Food Program is another important source of food sid which is distributed
to schools, reaching 25,000 students, and through food-for-work programs,
benefitting 3,500 workers. Other bilateral and multilateral sources are
less important, at least in normal production years. They include mainly:
Belgium, wheat; EEC, milk products; and USAID, wheat and corn.3 At
present, there is no institution responsible for coordination and policy-
making related to food aid. There is a clear need in view of the problems
experienced in the past in distributing emergency food aid, the need to
avoid the possible adverse effects of food aid on production incentives,
and the importance of regular food aid to certain grcups of the population
(through the maternal and child health programs - the majority of which are
no longer receiving food aid with the withdrawl of CRS from their programs
in this area).

Shortages/Disruptions

2.12 Burundi is subject to less food shortages than many other African
countries due to its favorable climate as well as its traditional
production systems, which include bananas and tubers as reserve crops (for
example, cassava can remain in the soil until needed). In the last 40
years, the country experienced bo more than three serious draughts.
Government concern over disruptions or shortfalls in food supplies was,
however, renewed by the 1984 drought (actually a displaced second rainy
season) which resulted in a substantial decline in production of main
staples such as beans, and price increases of more than 100 percent for
beans and cereals. Calls for food aid were made too late, preventing the
shipments (most of which arrived in 1985) from having a positive effect in
stabilizing the market.

2.13 In response to this concern, the Government requested a study
(financed by the FED) to assess the need for strategic food stocks. This
alternative should be carefully analyzed. Centralized food stock systems
are expensive (involving substantial management and preservation costs;,
and often are unresponsive to the needs of vulnerable rural families. ° The

3/In 1984/85, other countries answered the Government’s request for food
aid: Japan (rice, dairy and fish products), China (corn), italy (fish
products), and Germany.

4/In 1987, for example, 1,400 tons of rice arrived as food aid at a time
when there was a 7,000 ton surplus of local production due to the 1987
bumper crop.

5/The World Bank Report " Food Security in Developing Countries, February
1986" provides a comprehensive discussion of the multiple aspects involved
with food security, and the policy options to address it. It also reviews
progress made in this front by several countries.
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ongoing study is being broadened to consider fully the effects of
shortfalls, the role of improved marketing in mitigating its effects in
urban areas, and alternative solutions for rural areas, where foodstocks
would be most hard to distribute. There are traditions of mutual aid at
the rural community level which deserve to be supported, notably through
cooperatives. In addition, the use of existing storage facilities in both
rural and urban areas, supplied by local production, should be explored.
Support of local cooperatives, a study of the feasibility of using
cooperative storage in addition to centralized storage to alleviate
shortag:s in drought years, and the establishment of a sound food aid
policy should be pursued before adopting the more costly foodstocks
alternative.

Increasing Export Earnings from Cash/Industrial Crops

2.14 Export crop production accounts for about 8 percent of cultivated
land and 12 percent of total agricultural production (in volume). Coffee,
cotton, tea are the most important, followed by quinine and tobacco.
Government intervention in this area has been strong and clear. Investment
projects have been implemented to improve both quantity and quality of main
export crops, notably coffee; with assistance from the World Bankj cotton
with French aid; and tea with support of the European Development Fund.
Other crops such as quinine, tobacco, and vegetables are being developed by
the private sector.

Table 2.2: SELECTED INDICATOkS FOR MAIN EXPORT CROPS

1981 1982 19es 1984 1986 1986

Coffas:
Production (’6@8 tona) 43.8 20.8 38.¢ 27.0 82.8 30.3
Exports (’008 toneg) 27.1 80.5 24.8 20.0 33.9 0.6
Producer price (FBu/kg) 116 118 116 126 128 1686
(Real prices 1981=109) 106 938.4 86.4 82.86 76.7 6.7
Export price (FBu/kg) 219.8 281.8 263.4 842.4 829.4 442.1
Producer/export price (%) ég.8 66.3 §7.8 48.9 49.9 47.8
Sov’t revenuss/exp.price (%) .6 8.1 6.5 27.6 23.8 42.2
Cotton (fiber):
Production (tons) 2841 2077 1696 2326 2683 8116
Exports (tons) 781 2063 1923 404 225 179
Producar price (FBu/kg) 39 80 30 1 38 86
(Roal prices 1981=102) 100 93.4 88.4 88.7 82.3 80.8
Export price (FBu/kg) 144.7 108,1 129.6 208.90 191.0 124.9
Producer/export price (%) 78.8 79.1 84.6 41.2 b50.9 80.6
Too (dry losves):
Production (tons) 2271 2178 23384 84456 4148 8898
Exports (tons) 2287 2263 2179 8344 4118 8449
Producer price (FBuskg) 16 16 10 18 18 18
(Rea!l prices 1981=109) 100 903.4 886.4 114,1 1086.8 117
Export price (FBu/kg) 94.7 117.4 168.4 281.1 176 148.4
Producer/oxport price (%) 49.86 41.0 42.8 23.8 80.7 89.1

Sourceg: Statistical Appendix, mission ostimates.
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2.15 To improve the country’s balance of payments position, export
crops would need to grow at a considerable rate during the next ten years.
Official projections for 1987-96 include an average annual growth rate of
3.2 percent for coffee production, 10 percent for tea, and 13 percent for
cotton. While these rates are in line with past developments, there are
serious issues concerning each of these crops. Coffee exports face serious
probiems of quality and marketing; cotton exports, despite the recovery in
1987, face competitiveness problems due to high production costs; and tea
exports face depressed world prices, despite the recent progress in
improving the marketing capacity of OTB (the parastatal in charge of the
tea sector) and the quality of the Burundian tea.

2.16 Coffee 1s the principal export crop, using 5-10 percent of the
cultivated area on a typical farm (80-100 trees per smallholder family).
Production and exports fluctuate greatly due to the coffee production cycle
(3-vear cycles), climatic conditions and, to some extent, to the unofficial
quantities traded across the borders. The Government has undertaken
important measures to increase production and quality of this crop. With
the World Bank’s assistance, projects have encouraged plantation expansion
and re-planting, new varlety research, improved cultivation methods, and
greater use of fertilizers and insecticides. As a result, coffee
production shews a marked positive trend: average production increased from
22,000 tons in 19/5-80 to 32,000 tons in 1980-85, well above the export
quotas granted by the International Coffee Agreement (revived in 1980).
Burundi’s quotas were 24,000 tons (400,000 bags) for ICO year 1981/82;
25,800 tons for 1982/83; 28,200 for 1983/84; 32,248 tous for 1985/86.6

(The quota system was suspended on February 19, 1986 following the drought
in Brazil and reinstated in October 1987.) Moreover, to improve the
quality, the Government has invested in the construction of washing
stations to produce “fully-washed"” (FW) coffee, for which world market
prices have been 14-18 percent higher than for washed coffee. At present,
about 10 percent of national coffee production is processed as fully washed
in 34 washing stations, 30 of which are owned and operated by two regional
development companies (Buyenzi and Kirimiro). This is expected to rise to
30 percent by mid-1990s as more washing stations start operations in four
regions.

2.17 There are, however, several issues to be addressed. First, due to
inadequate storage, processing and marketing, Burundian FW coffee has lost
its premium and was sold in 1985 and 1986 at the semi-washed coffee prices.
This situation was the result of: excessive moisture content of parchment
coffee; insufficient fermentation and drying due to stations working over
capacity; and mixing of good and bad quality coffee. These factors led to
external buyers losing confidence in the quality reliability of Burundi’s
FW coffee. The Government has recently taken measures to reduce the
moisture content of the coffee and to increase the capacity of existing
washing stations. Complementary measures as discussed below are still
necessary. '

2.18 Second, marketing still needs to be improved. At present, coffee
marketing involves farmers, private traders, RDCs, and two parastatals:
OCIBU, which is in charge of the organization and financing of the coffee

6/The ICO year runs from October through September
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campaign, import and distrsibution of inputs, collection of semi-washed
parchment coffee and hulling; and BCC, the fully government-owned public
enterprise which has the monopoly of coffee exports. All intermediaries
are paid a fixed cost~plus price under the " echelle mobile" pricing
syster, prepared each year before the official campaign begins in April.
The system is quite rigid and provides few incentives to improve
efficiency. Moreover, OCIBU’s hulling factories are not designed to
distinguish between different coffee qualities and to ensure consistency in
quaiity. BCC is in charge of the transport of coffee -- the traditional
route being Bujumbura-Kigoma by barge and Kigoma-Dar-es-Salaam by the
Tanzania Railway Company (TRC) -- but its marketing capability is limited.
Little has been done to promote its coffee, find new buyers abroad, and
adapt its selling strategy or transportation routes to changing conditions.
This situation proved to be difficult in 1986, when a large potential
windfall was lost due to lack of an aggressive marketing strategy. While
prices were at their highest, Burundi began by selling well in
January/February, even above the quota (for which it was penalized).
During February-June, however, no contract sales were signed -- prices were
falling, after the ICO quota was removed, and the transport conditions on
the route served by TRC deteriorated. Incapacity to decide to ship coffee
by air or road led to excessive stock accumulation (19,000 tons early
December as compared with 8,000 in December 1985). The Government is
implementing a program to reinforce BCC's managerial capacity and expects
to avoid these problems in the future.

2.19 Cotton. Government efforts to improve performance in the cotton
sector have been supported by French bilateral aid (Caisse Centrale de
Cooperation), which has been particularly active in improving the
management of COGERCO (the main parastatal), providing extension services,
and encouraging cotton production in new settlement areas. Cotton
production declined during 1981-83 (Table 2.3) as the result of climatic
conditions, lower yields, and insufficient farmers incentives, but it
recovered in 1984. As the result of a 17 percent increase in producer
prices (after being constant since 1977) and improved yields (associated
with a new system of fertilizer and pesticide application), production
responded with a 51 percent increase. Yields improved from 900 kg/ha in
1982 to 1,100 kg/ha in 1985 and are expected to reach 1,300 kg/ha by 1990.
Fertilizers are currently provided free to farmers who participate in the
cotton program, but are reportedly being used on foodcrops as well.

2.20 Prospects for the growth rate of cotton exports will depend on the
financial situation of the cotton sector, a function of both the
oscillating international prices and the high producer prices (among the
highest in Africa). Burundi’s.cotton exports fell from 2,063 tons in 1982
to 179 tons in 1986, for at the low 1986 world prices (which had fallen
from US§ 1.8/kg in 1985 to US$ 0.8/kg in 1986) Burundi’s cotton ceased to
be competitive. Wh!le a large part of the crop was used by COTEBU, the
surplus available f.r export could not be sold at a profit: part was sold
to Zaire in 1985 and 1986 below production cost. Since COTEBU consumption
is expected to level off at 1800 tons a year, additional production could
be exported, provided that the production cost is sufficiently reduced. In
1987, following the 60 percent increase in world prices, Burundi managed to
export 3,600 tons of cotton fiber.
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2.21 The high cost of cotton fiber also affects the production costs of
cotton cloth produced by COTEBU, which is required to purchase fiber from
COGERCO at 10 percent above production cost. COTEBU, vhose financial
difficulties were partly solvad in 1983 (through the ban on imported cloth,
limits on imports of second-hand clothing, and the requirement in 1985 that
school children wear uniforms made from COTEBU fabric), will face increased
foreign competition under the Government structural program. An overall
study of the cotton sector is necessary to prepare COTEBU to face
international competition by 1990. The present requirement that the firm
should buy fiber from COGERCO may need to be reviewed.

2,22 Tea, introduced in mid-1960s with the assistance of the European
Development Fund (EDF), has shown a remarkable improvement since 1980 due
to a rehabilitation program financed by EDF. Cultivation practices were
improved and yields increased substantially -- from 1,500 kg/ha in 1980 to
3,800 kg/ha in 1985. Producer prices, which had remained constant since
1977, were raised in 1984 (by 50 percent) and again in 1986 (by 18
percent). As a result, production of green leaves increased at an annual
rat2 of 23 percent to reach 19,000 tons in 1985. It declined in 1986 to
16,750 tens due to an adverse rainfall pattern as well as to the OTB’s
strategy to concentrate on high quality tea. The quality of export tea and
its marketing have improved and production costs have been reduced. 1In
1985 and in 1986, Burundian tea obtained the second highest prices in the
London market.

2.23 Exports (c¢ry tea) increased from 1,267 tons in 1980 to 4,116 in
1985, an average growth of about 27 percent per year. In 1986, in face of
the decline in world prices, OTB adapted its marketing strategy, by
concentrating on high quality tea and exporting low quality tea to Kenya.
Total exports nonetheless declined to about 3,500 tons; the average export
price was barely enough to cover production costs. The financial situation
continues to be difficult in 1987 as international prices continue to fall.
The issues to be addressed concern the cost structure and efficiency of the
sector, and the feasibility to pass to the producer some of the costs
financed at present by OTB, notably fertilizer ccsts. OTB fears that
farmers® incentives to expand tea production will decline if they have to
pay for production inputs.

Strategic Issues for the Long-run

2.24 The Government’s goal o’. developing agriculture as the priority of
the next Plan is well justified. Burundi’s natural comparative advantage
lies in agriculture -- in its relatively good soil and the resourcefulness
of its farmers. These factors provide a good basis for increased revenues
and adequate returns on investments in the sector.

(a) Capacity for Meeting Food Demand

2.25 According to recent projections of food demand prepared by UNDP,
using the 1979 urban consumption patterns and assuming a population growth
rate of 2.9 percent per year (6 percent for the urban population), demand
for the main food staples would grow by 60-70 percent between 1982 and 2000
(2.7 to 3.3 percent per year). Demand for products consumed mainly in
urban areas was forecast to grow, ranging from 152 percent for rice to 315
percent for wheat products. Globally, the projections imply a requirement
of 62 percent in foodcrop production between 1982-2000.
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2.26 This iucrease in production (at least for the main staples) is
considered feasible by Burundian authorities, through a combination of
extension of cultivation (increased double cropping and culiivation of
fallow lands) and application of existing (improved crop husbandry) and
improved technologies (improved seeds and fertilizer use). Surveys
conducted by ISABU in every region found that, on average, 45 percent of
farmers say that they can increase production through extension of
cultivation, and 89 percent through increasing yields (Statistical
Appendix, Table 2.1). On a national scale, 75 percent of arable land is
currently cultivated, but this rate is over 90 percent in the most densely
populated regions, where intensification will have to play a greater role.
However, under current conditions of low input utilization, further
intensification in these regions may be difficult. The importance of this
constraint is difficult to document with the information currently
available. For example, in the Buyenzi region, where the average farm size
has stabilized since 1981, after declining by 15 percent since 1967, out-
migration during the last five years was quite low (2 per 1000), and
farmers in all income and farm size groups have increased coffee acreage.
Furthermore, although densities in this region are very high (over 300
people per square kilometer), they are still lower than those in large
areas of neighboring Rwanda, where intensification is still continuing.

2.27 Clearly, the degree to which continued population growth can be
accommodated during the next twenty years without a deterioration of
nutritional levels will vary among regions and farmers according to farm
size, market access, and the degree of intensification already achieved.
During the jrepara:ion for the Fourth Plan, agricultural information was
disaggregated by ecological regions, which led to a better understanding of
Burundi’s diverse ecological conditions. There is now a pressing need to
go beyond that level of analysis to: (i) investigate the causes of
malnutrition; (1ii) explore the diversity of farm/livestock systems, to
identify the actual farm-level constraints (not necessarily just land, but
in many cases, cash or family labor’ )3 and (1i1) assess how farmers?®
evolving practices and crop systems (e.g., disappearance of fallow) may
affect long-term soil fertility.

2.28 In short, it seems that there is substantial potential for
increased foodcrop production in Burundi through: (i) intensification from
application of fertilizer (particularly in combination with manure or
compost); (1ii) use of more suitable improved varieties -~ still to emerge
from intensified research efforts; and (iii) low-cost change in crop
husbandry and agricultural practices (mainly timely weeding and thinning);
and (iv) increased double cropping, whose potential is attested to by the
wide range of yields between regions (according to population density).

The realization of this potential, however, will depend on improved

1/While the Plan reported a high degree of rural underemployment, cecent
studies in Mugamba and Bututsi showed that farm workers work fully 46-50
hours per week on average. Women, in particular, work full 12 hour days
most of the year. Recent ISABU studies in Kirimiro and Mugauwba confirmed
the existence of family labor constraints during peak seasons. Moreover,
the presence of a casual farm labor market has been confirmed in several
surveys: 37 percent of Jarm families covered by SNES surveys in coffee-
growing areas reported paying cash wages during the year.



- 37 -

extension and support services, bhsed on analysis of current farm practices
and understanding of farm level cbnditions; more attention in research to
on-farm experimentation; and improved communications between research and
extension services. Two other areas requiring priority attention are input
distribution and marketing, and quality seed production. Moreover,
questions of possible soil degradation and malnutrition due to distribution
inequalities, are still pending, and call for specific and immediate
actions. (See para. 2.36, 2.37, and section on nutrition.)

(b) Increasing Export Crops and Competition with Foodcrops

2.29 As mentioned before, among Government’s priorities is the the
expansion of production and quality improvement of main exports. Past
efforts were mainly concentrated on coffee and the results have been
encouraging. Concerning export diversification, several studies have been
undertaken to assess the export potential of tropical fruits and
vegetables. Most have concluded that the low levels of production and the
high transportation costs would adversely affect the potential for these
products to compete in European markets. However, private initiatives are
being developed with great success. Recently, two foreign-owned firms were
created to export flowers, and some small entrepreneurs have begun
exporting small plants to Europe by air. Possibilities to export top
quality asparagus to the European winter market are also being tested.
Based on these successful experiences, policy measures that rely on the
private sector (both foreign and domestic) to encourage export promotion
could result in successful export diversification. This is discussed in
detail later in this chapter (section E).

Table 2.3: LAND AND LABOR RETURNS FOR MAIN CROPS, 1986

Avorage Yield  Price 1986 Income  Work days Dally

Crope (kg/ha) (FBu/kg) (600FBu/ha) Income
Q) (¢3) (3=102) 4) (6=8/4)
Food cro
Corn 839 41.9 38.56 232 144.5
Sorghum 780 83.4 26.1 177 147.2
Rice 1,410 80.0 42.8 590 71.7
Yheat 410 49.9 18.8 274 81.2
Beang 809 48.5 87.2 210 177.1
Peas 860 82.6 45.4 210 218.3
Sweot Potato 5,240 16.1 62.9 arz2 142.8
Cogsava 6,370 21.1 184.4 342 898.0
Potatoas 5,760 18.9 108.7 488 . 249.8
Palm oil 2,620 7.9 19.9 244 81.6
Groundnute 790 74.8 68.¢ 249 246.2
Bananas 11,248 11.9 128.6 2538 488.7
Industrial cro
Cofeo 240 180 3.4 560 76.8
Dry Toa 781 17 12.4 628 23.6
Cotton 1186 85 41.6 2686 182.8

Sources: Governmont and mission ostimates.
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2.30 For the traditional export crops -- coffee, cotton, and tea -~
higher production levels would depend on farm-level incentives and relative
returns compared with alternative crops. Estimates of returns to labor and
land of various export and foodcrops (Table 2.3) imply that coffee is
competitive at least with half of the foodcrops in terms of returns to
land, but less so in terms of returns to labor. Its value is accentuated,
however, by its being a major source of reliable cash income (along with
banana beer). This may explain why farmers in Buyenzi have increased
coffee acreage in the last five years, independently of income and farm
size, and despite the competing food production needs. Diversification
prospects of cash crops would be improved through: improvements in input
supply and technologies for both cash and foodcrops, to facilitate further
intensification; development of food-product markets, to encourage
specialization and to relieve risk aversion constraints; and review of
taxes and regulation affecting the markets for traditional crops to enable
farmers to make the best decision with the benefit of correct market
signals. In the future, Burundi could even export foodcrops to the
regional African market. The informal flows that occur between Burundi and
the neighboring areas of Rwanda and Zaire could expand provided that enough
surplus is produced and administrative constraints removed.

(c) Market Development and Regional Specialization

2.31 The Government considers that regional specialization is as a
necessary element of future agricultural development. Opinions differ,
however, on whether and how such specialization (now very low) should be
stimulated. The current effort to assemble complete information on land
resources, so as to better target research and extension services is an
important first step. However, rather than try to determine which crop
should be grown in each region, the emphasis should be put on developing
marketing opportunities, lowering production costs, and improving the share
of sale proceeds retained by the farmer, in view of the demonstrated
capacity of Burundi farmers to respond to demographic pressures and market
incentives. Regional specialization will occur naturally when farmers
increasingly produce for the market and move away from risk-averse
subsistence farming. Only then will the comparative advantage associated
with relative endowments of soil and climate induce specializ. fon. In
particular, there is a need to study: (a) the impact of village .axes and
market regulation (such as licensing of traders) on producer and trader
inc:ntives; and (b) technologies for processing and improving storage which
might be attractive to the private sector and cooperatives. Existing
efforts to strengthen the cooperatives and encourage their involvement in
the marketing and storage of food products (as well as distribution of
inputs) should also be continued.

Policy Agenda

2.32 To attain Government objectives in agriculture in the short-term,
there is a need to: (i) improve coffee marketing and pricing, seed
production and input distribution (with increased reliance on the private
sector) and links between research and extension and the farmers;

(11) gather information needed for the formulation of long-term strategies
in key areas such as export market prospects and cost competitiveness, soil
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quality and land use patterns, fertilizer response, migracion and
settlement, farmer motivation in export vs. foodcrop production, incidence
of nutritional problems, and foodcrop marketing; and (iii) improve
institutional and policy making capacity to maintain/improve production
incentives, provide efficient support services, and improve planning,
programming and monitoring. The longer-term agenda includes the design of
strategies® to: Improve food security and export earnings; and address
complementary issues regarding land use and management, settlement, and
non-farm employment. generation, which have received inadequate attention in
the past. Some of these issues are discussed below.

Short-term agenda

2.33 Fertilizer and Pesticides. Expanded fertilizer utilization has
been hindered by several constraints: (i) insufficient knowledge of
fertilizer performance in on-farm conditions and thus lack of sound
recommendations for farmers; (ii) uncertainty about fertilizer demand,
given its high cost and the low purchasing power of farmers; and (iii) lack
of experience in distribution and marketing arrangements, currently in
place in only a few regions. Most soils in Burundi show phosphate
deficiency and are generally acid. Adequate response to phosphate
fertilizers can only be obtained if combined with measures to reduce soil
acidity (e.g., through liming). In addition, fertilizer application on
slopes will require complementary anti-erosion measures. In this context,
the actions to be taken include: (1) updating information from the FAO’s
fertilizer trial program in the 1970s and extending it with more
experimentation on common crop associations and in actual farm conditions;
(11) conducting fertilizer trials, and (c) increasing imports of phosphate
to meet the farmers’ demand -- under conservative assumptions, demand has
been estimated to grow by 12 percent a year during the coming decade.

2.34 Import and supply policy needs to be clarified as soon as
possible. It is important that early promotion efforts price fertilizer at
full cost. At present, hidden subsidies exist since farmers do not pay
import duties and distribution costs. Moreover, policies vary among
different projects and implementing agencies. In the short run, the RDCs
and OCIBU and other parastatals could continue their role in fertilizer
import, wholesale distribution and promotion, possibly aided by a
centralized agency for promotion of inputs, while promoting the gradual
transfer of retail distribution to traders and cooperatives. In the long
run, the role of the Government should be limited to carrying out trials
and clarifying recommendations, managing stocks used for demonstration
trials and promotion, and investigating supply sources options. A similar
strategy should be implemented for pesticides, which will become
increasingly important as improved varieties are more vulnerable to insect
and pest attacks. Modern legislation on pesticide usage should be prepared
now, before demand accelerates.

8/New data expected to become available during the next year includes: food
marketing and regional production potential (ISABU), nutrition (Ministry
of Health), agricultural production and farm systems by region, (SNES),
migration (Ministry of Plan, regional planning cell), and on soil quality
and land use (ISABU).
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2.35 Incentives for Foodcrop Production and Marketing. The
Govermnment’s role in foodcrop pricing and marketing should remain limited.

Incentives for increased market production can, however, be improved by
providing cost-reducing and yield increasing innovations to farmers. In
addition, the Government should continue to strengthen storage facilities
and aid in the diffusion of information on the levels of production to help
rationalize market circuits. Subsidies on inputs (mostly hidden) should be
avoided, however. Government policies should be reviewed in the following
areass

(1) Wheat. So far, promotion of wheat production in the Mugamba
region has failed due to both farmers® food security concerns (wheat is
grown only during certain months to bridge seasonal gaps in supplies of
other foodcrops) and the lack of possibility to increase producer prices as
a way to stimulate production. Imported flour is already much cheaper than
the flour produced by the Minoterie of Muramvya, which absorbs most of the
domestic production and has a monopoly on wheat imports. Wheat and flour
prices, controlled by the Government, are almost 40 percent higher than
border prices. A realistic assessment of local import-substitution
potential needs to be undertaken; in addition, care should be taken that
food aid shipments (which are significant in the case of wheat) do not
interfere with production incentivés. Better coordination at institutional
level is also needed to define a food aid policy and and monitor its
implementation.

(i1) Regulation and taxation of food marketing. Burundi’s private
marketing sector is small but efficient, given existing incentives. While
production for marketing is limited, some pockets of specialization do
exist. Most of them are close to urban markets, but, as shown by recent
surveys, flows can originate in more distant areas when prices are
sufficiently attractive. Recent measures to regulate traders through
licensing and by restricting market days may increase costs for traders,
and reduce incentives for increased market production. It would be useful
to analyze this issue in a few dynamic areas?d to investigate the evolution
of prices, the incentives for market production, and the influence of the
recent marketing regulations. The incidence of marketing taxes should also
be studied in the context of a study of communal fin-nces.

(i11) Input pricing policy. In the case of fertilizer and
pesticides, import costs are recovered but handling and distribution costs
are covered by the overhead costs of RDCs and other parastatals. The
ongoing Bank study on Agricultural Financial Issues (to be discussed with
Government by mid-1988) will shed some light on the importance of these
subsidies and will provide a basis for specific recommendations on pricing.
In the case of seeds, inefficient production and poor quality control of
few improved varieties (e.g., beans) have led to an interim subsidized
marketing policy. Decisions are needed in the short-term on whether to
price these varieties at full cost, which would imply reduced demand and
production, or to reduce production costs and improve quality control.

9/ISABU surveys provide qualitative information only on marketing flows and
were undertaken at different times in each region. Some analysis of
marketing flows and the behavior of intermediaries in a few areas is being
undertaken in three communes in the Buyenzi region. Upon completion of
these studies, the need for further surveys should be considered.
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2.36 Coffee Pricing Mechanism (Echellie mobile). Each year, the
Government determines prices to be paid to farmers for parchment coffee, as
well as the amount to be paid to each of the intermediaries -- licensed
traders or RDCs, OCIBU, and BCC -- in principle to finance their operation
costs, including financial charges. Upon payment by foreign buyers, the
difference between the f.o.b. cost Dar es Salaam and the realized sales
prices is withheld by the Treasury through the Central Bank after
replenishment of a dne biilion FBu Stabilization Fund. The system provides
no incentives for higher efficiency at the intermediary level. For
example, RDCs received in 1986 a premium of FBu 29.9/kg of fully washed
parchment coffee, compared with a processing cost of about 17 FBu/kg
(including depreciation). The IDA-financed Agricultural Services project
under preparation is expected to improve quality and processing of coffee.
Measures to increase flexibility and efficiency in the coffee pricing
system will be addressed under the next phase of the adjustment program.
These measures, to be implemented gradually in the medium-term, would aim
at distributing the benefits and risks of world coffee price fluctuations
among producers, traders, and the final sellers; they would include:

(1) introduction of an advalorem coffee export tax; (ii) paying OCIBU and
BCC for their processing and marketing services on a fee or consignment
basis rather than on a cost-plus basis; (iii) improving the management of
the washing stations, possibly with transfer of ownership from the RDCs to
the farmers; and (iv) introducing incentives for improving coffee quality
at producers’ level. A study of the present pricing mechanism (financed
by Caisse Centrale de Cooperation Economique) has provided recommendations
in line with the sbove objectives.

Long-term Agenda

2.37 Resource Management. Knowledge of Burundi’s natural resources
(soil quality, trends in erosion and soil fertility) and patterns of land
use is very limited. Priority should be given to: (i) completing the soil
mapping exercise begun by ISABU; (ii) examining alternatives to control
soil erosion (ditches, agroforestry, terracing, crop rotations, etc.)
emphasizing on-farm erosion control and maintaining soil fertility
(mulching, composting, use of manure alone or in combination with chemical
fertilizers, etc.); (1ii) analyzing land use data collected by SNES
regional surveys, soon to be completed; (iv) updating aerial photos and
satellite imagery to indicate priority areas where environmental programs
(re-forestation, integrated watershed management) would be launched; and
(v) clarifying institutional responsibility for resource management
programs (which would comprise resource inventories, on-farm soil erosion
programs and off-farm programs such as afforestation, drainage of marshes,
new irrigation, etc.). Some of these issues will be addressed in the
context of the planned Agricultural Support Services Project to be financed
by IDA.

2.38 Increasing employment and income-earning options for farmers.
Given the prospects for continued high population growth, and the already
high population density in Burundi, providing productive employment for the
rural population is a major long-term challenge. While this subject is
mentioned several times throughout the present report, two main issues are
relevant in the agricultural context. The first concerns the constraints

to non-farm employment generation. The major constraint for farmers to
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pursue off-farm employment is structural: the market for basic consumption
products is limited by the reduced size of the urban population and the low
monetization of the rural economy. However, administrative controls on
internal migration also hamper the development of non-farm err,loyment.
Permanent settlement outside the home village requires first, permissi:u to
leave their village, and second, certified approved residence and
employment in the new one. These requirements constrain farmers’ and
traders®’® mobility and limit the growth of their activities.

2.39 The second concerns land tenure and settlement policy. Farmers
need to be able to choose between intensifying cultivation, extending their
land-holdings through market transactions or relocating in frontier areas.
Prevailing land tenure traditions and the restrictions on relocation may
hinder the most efficient use of land. With the increased scarcity of
land, land disputes are on the rise (particularly in Ngozi), and land
values (official or otherwise) are increasing. Moreover, informal land
transactions and rentals {sometimes in distant regionsl® )are becoming more
frequent. It will be essential in the long term to ensure that the land
market is open and flexible, that tenure is secure, and that formal land
registration is strengthened and supported. The recent revision of the
land laws called for written land registration and consolidated past
edicts, centralizing responsibility for enforcement in the Ministry of
Justice. This laid an important foundation for improved land security,
which will be a condition for both continued intensification and new
settlements.

2.40 Settlement in frontier areas is currently controlled by the
provinecial and communal administrations. The new land law does not deal
with the procese of applying for available land parcels, the criteria used
in land allocation or the rules regarding size of land parcels granted
and/or administrative fees required. There is no evidence that the current
informal settlement policy is having harmful effects. However, it is known
that farm size of recent settlers in the frontier areas is much larger than
that of longtime residents. The current system should be evaluated and
alternative settlement policies considered. The experience with the
Kinyinya settlement project has been mixed, and yet several new organized
settlement projects are being prepared at the present time. It seems
important that migration survey data (expected soon) be fully analyzed, and

that settlement strategies be clarified before these new projects are
started.

Institutional Issues

2.41 The institutional and policy environment for agricultural
development in Burundi has improved in the last four years with the
liberalization of marketing and prices for rice, and the avoidance of large
scale marketing interventions and subsidies still ongoing in many other
African countries. However, further improvements are required.

2.42 In the last five years, the share of agriculture has averaged 3.5
percent of recurrent expenditures in the central Government budget and
between 15-20 percent of development expenditures. The overall impact of

10/As many as 20 percent of farmers in Ngozi are reported to be cultivating
also parcels in Imbo.
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the sector on recurrent resources is, however, difficult to determine
because of the complex budgeting arrangements associated with the Regional
Development Companies. It is clear, however, that a better allocation of
resources will be necessary to promote the needed intensification effort.
After institutional restructuring has been undercaken, and high-cost
programs such as seed production rationalized, investment should be
intensified in research, training, and extension. Moreover, the private
sector, including cooperatives, needs to play an increasing role in the
production and distribution of inputs, and the processing and marketing of
export crops. This approach is being tested in the IDA-financed Kirimiro
Project area, where there is a substantial demand for fertilizer, and will
be further pursued in the Muyinga agricultural development project
scheduled to begin next year.

2,43 Farmers®’ ability to continue to adapt to population pressure and
to meet their nutritional and cash needs will depend on adequate
institutional support in such areas as technology development, input
supply, and diffusion of known effective cultural practices and improved
varieties. Substantial strengthening and reorganization of the existing
support services will be needed to face the long-term challenges ahead. In
particular, a short-term priority will be assuring a smooth transition from
the RDC framework to an integrated agricultural services system operated
efficiently at the provincial level but guided and monitored by a
strengthened planning staff at the the Ministry of Agriculture. Efforts
are underway to propose changes in organization, authority relationships,
budgeting procedures (vastly complicated by the RDC framework) and program
priorities, in the context of the planned Agricultural services project.
Moreover, improved aid coordination is needed to ensure coherent approaches
to support extension and research actlivities, policy toward pricing and
private sector participation, and monitoring and evaluation of projects.
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B. RURAL-URBAN LINKAGES AND REGIONAL DEVELOPMENT

2.44 Despite the countny’s high demographic pressure on already
constrained agricultural land, migration to urban centers has been limited,
with the result that urban growth has averaged only 5 percent per year in
the last decade. The share of urban population is estimated at about 5
percent in 1985, The developmental role of urbanization has been neglected
in the past. Recently, the Government has become aware of the importance
of urban growth as an engine of growth, promoting the specialization of
functions and activities, expanding the market for both agricultural and
other locally produced goods, and thus contributing to increased
monetarization of the economy. The following paragraphs address the urban
dimension of Burundi’s long-run development in terms of: (i) population and
employment; (11) monetization of the agricultural sector and rural
development; and (iii) urbanization and regional development, as well as
the need for a concerted urbanization policy.

Population and Employment |

2.45 Burundi’s population growth has accelerated from 2 percent per
year during the 1970s to about 3 percent, the projected rate for the 1985-
2000 period. The past low growth was, in part, due to net emigration to
neighboring countries. Today, these migration flows have declined. The
consequences of the current demographic growth will be felt in terms of
regional migration and increasing pressure on agricultural land. In both
fronts, the prospects are uncertain.

2.46., Internal migration, although insufficiently documented, seems to
have accelerated. These flows, controlled by the administration to avoid
spontaneous population concentration, have been mostly between rural
regions, depending on the land constraints in the regions of origin and the
food self-sufficiency possibilities in the regions of destination.
Historically, internal migration has been important, for example, from the
overpopulated and intensively cultivated areas of Buyenzi and Kirimiro to
the Imbo plains along Lake Tanganyika and the Tanzanian border (Mosso).

The absorptive capacity of these developing areas is, however, limited!l and
the new rural settlements tend to perpetuate the traditional cultivation
methods which are characterized by low productivity levels. In a future
deregulated environment, people would migrate according to expected
returns, to wealthier areas such as plains, coast, transportation axes, and
urban centers/regions. The present range of migration rates (from -0.6
percent in Muramvya to +0.8 percent in Cibitoke Provinces) would probably
increase significantly.

2.47 In terms of employment generation, while agriculture can no longer
absorb the bulk of labor force growth, non-farm employment opportunities
remain limited. As discussed in the employment section of this report,

for an average of 60,000 new entrants in the labor force (growing to 70,000
in 1990), the modern sector (accounting for less than 5 percent of total
labor force) has created less'than 3,000 jobs. Of these, less than half

1/The recent study of the Kinyinya project (Mosso region) shows that
available land will be fully occupied before 1995.
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are permanent jobs. In the rural sector, less than 5 percent of the active
population are pure non-farmers (Table 2.4). Rural non-farm activities can
rarely provide an adequate standard of living because of the limited market
for their goods and services, which reflects the low level of farmers’
monetary income and purchasing power. On the other hand, the informal
urban sector is underdeveloped, its growth being restrained by policies to
control urban growth and informal (ngon-registered) activities. In this
context, more than 90 percent of new entrants into the labor force remain
in agriculture, despite the increasing difficulties of finding new land. A
new category of households, the landless farmers, is emerging, notably in
the rural villages of Buyenzi and Kirimiro. Only a dramatic increase of
non-farm employment -~ 6 percent per year compared with present 2.5
percent -- could solve Burundi’s employment problem.

Teble 2.4 ~ STRUCTURE OF RURAL HOUSEHOLDS IN THE NGOZI
PROVINCE BY DEGREE OF NON-FARM ACTIVITIES, 1986
(in thousands FBU per household)

Household Averege F - Total Food Food Self-

Structure Cash & - Income Purchased Consumption

(%) Income : % Food Cons,
Non Agri. houscholds 8.7 187.0 i 1;’.1 ) 161.9 66.0 20%
Mixed households 26.8 41 .. 50.0 Yo . 14.8 78%
Agri. housoholds 9.0 16.4 60.6 78.0 2,4 6%
Total houssheolds 160.0 26.7 56.9 82.8 7.5 88%

Source: Hiseion estimetes based on 1988 SNES Survey.

Monetization of the Agricultural Sector and Rural Development

2,48 The role of urbanization (and dynamic rural-urban linkages) on
Burundi’s rural development relates to the growth of markets and can be
analyzed from three viewpoints: (a) the demands of the agricultural sector
for inputs and services (needed to obtain higher levels of agricultural
productivity), which grow as rural incomes and agricultural output rise;
(b) the demands of the rural sector for non-food goods and services, which
stimulate non-rural activities and incomes; and (c) the demands of urban or
non-rural areas for agricultural products which rise directly with urban
growth and may exert appreciable effects on rural markets. These aspects
are intimately related and have important feedbacks into each other. As
mentioned before, an increase in agricultural production would require
increased investment and use of cash inputs, as well as market growth. The
development of the market for locally produced foodstuffs would also be
essential to protect against the effects of seasonal food shortages and
reduce sensitivity to climatic hazards -- these are likely to increase in
the future as smaller-size farms have less flexibility in adjusting their
crop mixes. At present, the size of the domestic market is very small, and
the infrastructure insufficient to stimulate larger flows of agricultural
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products among regions: it consists of several hundreds of small isolated
market places, with few links among them.

2.49 While the present level of food self-sufficiency (96-98 percent)
could be maintained for some time, based on *traditional farming practices,
long-term self-sufficiency can only be possible with substantial changes in
organization of production and improved marketing. Past expansion of
cultivated area has been made with little investment and marginal use of
cash inputs: food production costs represent only 4 percent of the value
of food output, of which only 0.4 percent is for cash inputs (fertilizers,
energy, transport, services, etc.). Future expansion of cultivated area
{on marginal land), conservation and improvement of soil fertility, and
necessary increases in yields and productivity will require larger
investment and greater use of cash inputs.

Table 2.6 STRUCTURE OF RURAL HOUSEHOLD EXPENDITURES
IN NGOZI PROVINCE, 1986
(In FBU per Household, averaging 4.7 persons)

Average %
Total oxpenditures incl. velf-consumption 84,400 100
Self~consumption 56,500 87
Totel Monotary expenditures 27,909 120
of which:
Agricultural production inputs 5,000 18
Food purchase from local origin 5,600 20
Imported food 1,600 8
Other goods and services 14,000 50
Local taxes, transfers, savings 1,700 6

Sources: SNES and mission estimates for self-consumption.

2.50 To finance this increase in investment and utilization of cash
inputs farmers®’® cash income would need to grow rapidly. (Agricultural
credit can finance some of these costs but to a limited extent.) Such
growth would need substantial structural changes. Not only cash incomes
are low -- representing 2 32 percent of the average rural household income;
20 percent for agricultural households-- but they have remained constant in
real terms between 1971-85. Moreover, agricultural production costs,
although low in absolute terms (FBu 5,000 per household), represent a high

18 percent of the average cash income and 25 percent of the agricultural
income.

2/According to the recent household income and expenditure surveys in the
Ngozi Province.
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Table 2.8: SOURCES OF MONETARY INCOME OF RURAL HOUSEHOLDS
BY TYPE OF HOUSEHOLD IN NGOZI PROVINCE, 1986
(900 FBU per household)

Mon agric, Mixed Agric. Average

househo lds households  households househo Ids i971
(%) % (6)] % %
Agric. Income 89.4 28,8 24,8 59.7 18.5 87.7 17.4 66.1 62.8
Coffes 14.7 10,7 10.38 24.9 5.97 38.8 7.43  27.7 22.2
Banans boer 16.7 11.5 7.9 19.2 3.8 22.7 6.1 19.2 17.1
Food products 8.6 6.8 6.8 14.0 3.6 22,9 4.3 186.1 23.9

Other sgric. income 6.4 8.3 J 1.8 ¢.6 3.3 0.5 2.2
Non agric. income 87.6 71.2 16.8 40.8 1.9 12.3 2.8  34.9 37.2
Commerce 42.9 81.3 4.8 11.7 .3 1.9 3.1 1.6 13.8
Salarios 33.9 24.7 4.3 19.4 0.4 3.0 2.7 19.1 5.1
Artisanal product. 1.4 1.8 3.2 7.8 g.08 0.6 0.9 3.4 9.7
1.6 8.9 2.6 108.0 8.8

Transfore 19.4 14.2 4.8 10.4

[
S

Total Monetary Income 137.0 & 41.2100.6  15.4 1020, 26.7 100.0 108.¢

Sources: Mission estimates, based on SNES Survey, 19088; and SEDES household survey, 1971.

2.51. The low level of rural cash incomes has, in turn, limited demand
for non-farm goods and services, hence the growth of non-farm activities in
rural areas and consequently specialization. Out of 100 rural households,
70 may be considered as purely farmers, 26 are predominantly farmers but
draw part of their income from other sources than agriculture, and only 4
(of which one civil servant) are basically non-agricultural households.
However, almost all rural households produce some food: the food self-
consumption ratio varies from 96 percent for agricultural households to 78
percent for mixed households and 20 percent for non-agricultural
households. The matrix of the monetary flows (Table 2.7) among different
types of households in a commune shows that 69 percent of the monetary
income ¢f the rural non-agricultural population comes from sales to the
agricultural households. The past stagnation in farmers' purchasing power
may therefore explain why the proportion of non-agricultural households and
their cash income level have also remained constant during that period.

2.52. The impact of the major agricultural development projects on the
growth of local markets has been also very limited. Institutions which
could stimulate demand for locally produced goods and services (missions,
regional development companies, communes, public works agencies) have
failed to generate cash flows into the rural areas and tended to keep the
status quo by relying on force account, mandatery community labor, and work
teams and purchasing goods and services outside of the region. There have
been few successful projects to generate permanent salaried rural
employment: a few “"bricketteries", and about 100 UNICEF-sponsored
cooperative mills. Self-employment artisan activities are in general part-
time, limited by the market, the time of the farmer, and the need to
continue cultivating the land, either for nutritional needs or risk of
losing it, under traditional land tenure conventions. In these conditions,
non-farm production activities remain at low level of productivity and
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quality which hinders their competitiveness against imported goods.

Tablo 2.7 MONETARY FLOWS AMUNG RURAL HOUSEHOLDS OF A
TYPICAL RURAL COMMUNE OF 10,000 HOUSEHOLDS
{in Million FBU)

Agric. Non-ag

Expenditure Househ. Househ. Local Total Rest of Rest of
Incomes PP PNP Gover’t Area Country World Total
Agric. hous. (PP) 34.0 30.9 84.0 184.4 198.4
Non-agric, hous.(PNP) 66.2 8.4 1.9 85.8 16.0 81.6
Local government 8.8 3.2 7.0 7.9
Total ares 94.0 41.8 1.0 136.6 160.4 287.0
Rest of country 69.4 34.9 3.8 106.4 106.4
Rest of world 36.0 8.9 3.0 44.0 44,0
Total 198.4 81.8 7.9 287.9 160.4 437.4

Note: PP: agricultural houssholde; PNP: non-agriculiural and mixed households,
Coffee sppearse as mold to the rest of country (RDC, OCIBU, etc.) and not as
enports to the rest of world.

2.53 The low level of monetization of the rural economy limits also the
level of tax revenues accruing to the communes. The current
decentralization policy has increased the role and responsibility of
communes in local development. However, communes do not receive subsidies
from the central government budget and have to be financially self-
sufficient. A complex system of local taxes has been developed to finance
their current expenditures but the surplus available for investment is very
low and unpredictable. Communes can only tax goods and services which are
traded, that is less than 30 percent of the gross local production.
Although the average taxation is low (of the order of FBu 700 per
household), the rate of taxation on traded food products and/or non-farm
activities has been relatively high and could not be substantially
increased without jeopardizing the development of the market economy.

2.54 In addition to the monetary taxation, households contribute to the
communal budget through "travail communautaire" (one workday per adult and
per week) and various in-kind contributions (building materials, etc.).
While these contributions reduce the financial burden of the communes, they
restrain the volume of public works and services offered to local firms and
the sources of non-agricultural activities which could generate monetary
income. Future growth of communes’ financial resources, which are essential
to local development, will only be possible in the long term if the tax
base (the monetized local GDP) is widened. In the medium term, however,
the necessary increase in communal resources, notably for those communes
with the greatest needs (urban and peri-urban communes) will require some
support from the central government.
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Urbanization and Regional Development

2.55 Since rural areas cannot by themselves generate non-~farm
employment and cash income at the rate required by the expansion of labor
force and the growth of demand for agricultural cash inputs, that growth
can only result from a specialization between agricultural and
nonagricultural activities, both functional (in terms of production
systems) and geographic (by type of settlement, rural and urban).
Intensification of monetary exchanges between the various types of
households will thus be possible. Burundi’s key issue in coming decades is
thus how to increase both mobility and specialization of population and
activities, together with increased agricultural productivity and
generation of agriculturel surplus.

2.56 The present potential for a structural change in the physical
distribution of population is limited, as population flows are mostly
oriented towards low-density rural areas, with no modification of patterns
of activities. This can be explained partly by cultural factors, but also,
and most important, by political and administrative regulations. Informal
population and activities are periodically forced to leave the urban sites
where they settled without permission, with important consequences for the
urban economy as a whole. The economy of Bujumbura is sluggish, and so it
that of most secu..dary towns: many small and medium enterprises have
closed down, private investment is minimal, urban incomes are low and towns
have little, if any, influence on their hinterland to which they have
little to provide and from which they do not demand much in terms of food,
employment and financial resources.

2.57 Burundi’s rural economy cannot significantly improve without the
impetus provided by an accelerated growth of non-farm activities, food
markets and development of rural towns and secondary cities. These must
become attractive for population and private capital through provision of
basic infrastructure and support to economic activity, and their influence
on the hinterland should be enhanced. This fundamental change requires the
official awareness and acceptance of the fundamental role of urban areas in
regional and agricultural development. As mentioned before, the large
regional development projects, acting as enclave-type projects, have “short
circuited” urban private agents in the provision of goods and services and
have been detrimental to the growth of secondary towns with which they have
almost no relations. Moreover, the idealistic image of urban areas, free
from unemployment, clean, fully controlled and organized must be revised.
In most countries of Sub-Saharan Africa, real towns are dynamic poles in
terms of population distribution, specialization of activities, employment
creation, savings and investments, but this dynamism does rarely conform
with that image. They are, however, essential pieces to foster structural
change through trade and other rural-urban linkages.

Conclusions and Recommendations

2.58 Past urban poiicies in Burundi have been characterized by prudent
measures to avoid a rapid population concentration on urban sites, for fear
that such growth would lead to social problems related with the lack of
employment opportunities, housing shortages, and adequate social
infrastructure. However, these policies may have hindered the natural
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growth of rural towns and Secondaty cities which could provide an important
market for agricultural goods, hence favoring and enabling higher levels of
productivity and surplus, as well as generating employment opportunities.
Moreover, the growth of these centers would increase the possibilities for
investment, technical change and productivity growth in local agriculture.
First, urban growth would contribute to reduce the costs of supplying
physical infrastructure services. Second, the labor market would become
less dispersed and labor more accessible, and the skills and quality of
labor would become less costly to improve because the costs of investment
per worker in health, education and training are reduced. Third, financial
services both to mobilize savings and to support investment could be more
readily provided.

2.59 The reforms to pricing and exchange rate policies included in the
Government’s structural adjustment program are expected to have a positive
effect in increasing agricultural revenues, and hence the demand for non-
farm goods. These conditions provide a favorable setting for the
implementation of an adequate strategy to favor the intensification of
urban-rural linkages. This would require a re-orientation of existing
policies (concerning employment mobility and informal activities) and
consideration of the impact that investments in infrastructure or social
services can have in promoting decentralized urban development. Part of
the resources needed for this growth may come from rural areas, facilitated
by its increasing monetization, and could take place through various
channels: marketing of ‘agricultural products, higher producer prices (in
the case of export crops), provision of goods and services to rural areas,
and improved internal rural-urban terms of trade, national and local
taxation with a transfer of resources between rural and urban communes, and
transfer of savings from rural to urban areas through financial
intermediation,

2.60 In this context, actions would be needed in several areas:

(1) Information and data base. In the framework of development
planning, greater attention should be given to regionalized data, using a
common territorial subdivision for all sectors (provinces and communes).
Areas which need to be better covered include:

- population distribution. There is a need to improve data on
urbanization and internal migration, and to follow-up on the development in
peri-urban areas and immigration areas ( e.g., Mosso, Imbo). The next
population census {planned for 1989) should adopt a suitable methodology to
address these points. The census could also be simplified, with a view to
reduce the interval between censuses from 10 to 5 years, within the same
budget. Exploitation of census should be considerably accelerated.

- maps on land use/potential: given Burundi’s land potential

problems, priority should be given to preparation of "basic maps",
including present land use and completion of land potential maps. These
maps would provide a socio-economic-demographic picture of the country,
with identification of poles of activities and concentration of urban
population. Satellite imagery can provide updated annual information on
land use trends at a reasonable cost. Moreover, all decision-makers should
have access to these instruments and be trained to use them, including RDCs
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(currently working without maps) and provincial governors and communal
administrators to enhance their role of active promoters of development in
their territory.

- analysis of monetization of the economy and urban-rural
linkages. In order to rove the knowledge on these points, the present
rural household surveys should be revised with a view to include wider
groups of population (including non-farmers) as well as more information
relevant to the analysis of the links between urban and rural areas.

(11) Planning-programming system and local institutions. The
preparation of a long-term development framework with a regional focus
would be useful as a framework for the decision-makers involved in
development planning and programming as well as a basis for improved
coordination between the Ministry of Planning and other Ministries with
responsibility on regional development, as well as between the central
administration, provincial governors and communal administrators. At
present, governors and communal administrators work without reliable
directives, due to the lack of regional sector policies and programs. (The
governor is the representative of the Ministry of Interior, but also of the
Planning Ministry in matters of regional development.) Technical
assistence is to be made available at the level of governors and communal
administrators to strengthen their role as "amenageurs de leur territoire"
and provision of an assistant/deputy for economic matters. For the
communal administrators, priority should be given to the urban, peri-urban
communes, and immigration communes. Programming in the Ministry of
Planning should emphasize the regional/provincial aspect of development to
the extent possible. Moreover, these provincial development programs
should be adapted to the urban growth needs, that is, centered on the
capital town and answering to the need to improve regional management using
the town as a growth pole of its hinterland.

(111) Sectoral recommendations. Regional Planning (amenagement du
territoire) is one of the main responsibilities of the Planning Ministry.
In the past, it has mainly focused on rural/agricultural development,
leaving the aspects of urban development to the Ministry of Public Works.
Coordination between the two Ministries is needed as a basis for a
consistent regional development policy addressing both rural and urban
objectives. Moreover,

~ investments to support urban development and rural-urban
linkages should be considered, both in Bujumbura and in secondary towns.
Public work programs could be used to promote local entrepreneurs and
private real estate investment, concentration of rural savings for
development of urban activities, revision of the work program of RDCs to
make sure that they serve the interest of the city in which they have the
headquarters, etc. A directive could be considered whereby RDCs would
purchase part of their needs in locally produced goods and services from
the closest secondary town.

- in the context of rural/regional development planning, decisions
concerning the location of infrastructure and services (schools,
dispensaries, etc.) should be made within a regional development
perspective. A coherent spatial policy to concentrate these investments in




«52=

sreas with potential for urban growth would have a substantial impact in
developing the market for non-farm goods as well as in generating
employment. Moreover, the new areas of agricultural development need to be
the subject of "directive guidelines" (schemas directeurs). In the case of
Imbo nord, for example, while the irrigation perimeter which is well
conceived, all the rest {s left to local, inconsistent initiatives. So
called "villages" mentioned in the project map are impossible to identify
in the field. Finally, it is important to address the question of whether
the new developing areas would perpetuate the traditional subsistence
agricultural systems or whether they could provide the opportunity for the
development of more modern and higher productivity farming systems, notably
through the development of commercial farms if possible.

- elimination of constraints on population and labor mobility,
already addressed in the present report is also of great priority.

2.61 The implementation of an adequate regional development strategy
would require greater coordination among government agencies, among foreign
donors, as well as the reinforcement of the communes’s financial and
managerial capacity. The planned Bank-financed Urban II project covers
many of the elements described above as essential to a successful process
of decentralized urban development.

C. EMPLOYMENT

The Modern Sector

2.62 Assessment of actual employment trends is hampered by a lack of
comprehensive employment data. While information is available on
employment in the government sector, comprehensive data on the rest of the
economy is not readily available. At present, empioyment data for the
modern sector -- the informal sector is even less covered -- are compiled
byt (1) the Institut National de la Séecurite Sociale (INSS) for permanent
employment in the private and parapublic sectors and fixed-term employment
in the public sector; (ii) the Ministry of Civil Service on civil service
employment and salaries; and (11i) SNES and the Ministry of Labor and
Social Affairs (on employment and wages in the modern sector).

Recent Employment Trends

2.63 In 1982,1 out of a population estimated at 4.3 million, the
working age group (defined as age 15 to 64) amounted to 2.28 million, and
the active labor force to 2.26 million, of which 2.5 percent was in the
modern sector, 13.5 percent in the informal sector and 84 percent in
traditional agriculture. The public sector absorbed 66 percent of modern
employment (39 percent in the civil service and 27 percent by parastatals)
and the private sector the remaining 34 percent. During 1983-84 (data for
1985 1s not available), the share of the parastatal sector increased to 31
percent while that of the private sector declined to 31 percent. In terms
of modern sector employment, agriculture has declined in importance; the

1/Data on population and employment provided by the 1979 Census were updated
by the Ministries of Planning and Labor in 1982.
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manufacturing sector’s share has remained relatively constant; while the
construction and commerce sectors, more sensitive to economic shocks,
showed large fluctuations from year to year. The transport sector has been
quite important in employment creation: it generated 14 percent of the new
permanent jobs in the modern sector in 1983 and 1984.

2.64 The working age population as a percentage of total population was
estimated at 52 percent in 1982. Assuming the same rate during 1979-82,
Burundi’s active population growth grew at 2.7 percent per year, which is
equivalent to about 60,000 new entrants each year into the labor force.
During the same period, only about 1,400 new permanent jobs were created
every year in the modern sector, of which 27 percent in the public service.
The Fourth Development Plan (1983-87) estimated that 24,000 new jobs would
be created per year, of which 5,900 in the modern sector. Actual data
(Statistical Appendix, Table 1.4) indicate that 2,100 new jobs were created
in 1983, but that in 1984 total employment in the modern sector declined by
3,400, mainly due to slowdown in construction activities and public
employment. It recovered by 1,700 in 1985.

2.65 In the past six years, the cost per job created in the modern
sector reached a high level of between $60,000-$70,000 at 1981 constant
prices. This reflects the concentration of most public investment in
infrastructure investments as well as the bias of past poli:ies against
labor intensive investment, notably: (i) the investment incentives granting
benefits to investors in the form of tax exemptions on imported equipment;
(11) low interest rates; (iii) high social allowances; and (iv) cheap
energy which favors the use of capital intensive technology. As a result
of these policies, together with high protection, investment has expanded
along with unused capacity. In the manufacturing sectot, for example,
existing firms operate at less than 50 percent of thei: capacity; the ICOR
was estimated in 1984 at a high 8.5.2 While the adjustment measures have
led to an increase in the relative cost of capital versus labor (increased
interest rates, adjustment in exchange rate, revision of exemptions on
import duties for equipment), further areas need to be addressed to improve
employment generation incentives.

2,66 Wages. The minimum wage law was first established in 1949. 1In
1976, an agreement between the Government, the Trade Union (UTB) and the
employers imposed a minimum daily wage (SMIG) of FBu 80 in Bujumbura, FBu
60 in Gitega and FBu 50 in the rest of the country. This minimum wage has
since been revised twice: in 1980, by 31 percent and in 1983, by 33 percent
to reach FBu 140 in Bujumbura and Gitega. For the rest of the country, the
SMIG was increased by 76 percent (to FBu 88) in 1980 and has remained at
the same level thereafter. Between 1976-84, the nominal minimum wage in
Bujumbura and Gitega grew at about 7.2 percent per year, which probably did
not prevent some erosion in workers’ purchasing power (inflation grew
faster than that); for the rest of the country the increase was much
smaller. Apart from the general minimum wage, the labor code sets
occupation specific minimum wages for labor categories, ranging between FBu
140 for unskilled labor to FBU 1,200 (FBU 30,000 per month) for
professionals (Statistical Appendix, Table 1.4). Information on the SMIG

2/Burundi Manufacturing Industry: Performance, Policies and Prospects, May

1984,
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for several African countries suggests that Burundi’s minimum wage is
relatively low by African standards, although higher than in Rwanda. A
more meaningful comparison would require inclusion of other benefits for
which information is not available at Fhis time.

Toble 2.8: MINIMUM WAGES IN BURUNDI AND SELECTED AFRICAN COUNTRIES

SMIG 1984 GNP/  Annual SMIG

month Index capita GNP /capita Index
(US8) (Bur=100) (Us8) (Ratio) (Bur=122)
Burundi 28.4 100.0 220 1.27 106.9
CAR 20.7 127.1 280 1.387 167.8
Gambio 27.9 119.2 269 1.28 108.1
Mauritenia 61.8 261.9 460 1.63 128.3
Rwande 19.9 86.0 2080 2.86 68.9
2.67 In addition to wages, employers bear substantial social charges

which range between 30 and 60 percent of the wage bill. Those includet

(a) monthly housing allowances ranging from FBu 600 to 12000; (b) monthly
spouse and child allowances of FBu 300 and FBu 150, respectively; (c) a
contribution to the INSS (social security) to cover pension, death and
survival benefits (7.5 percent of the employer’s monthly gross salary up to
FBu 25000, of which 4.5 is paid by the employer and 3 percent by the
employee); (d) for the private sector, the employee and his family’s medical
bills; and (e) until recently, a progressive payroll tax, starting at 5
percent on a wage bill up to FBu 4 million and rising to 30 percent for wage
and salary payments in excess of FBu 7 million. (Wages below FBu 3000 a
month were exempted.)

Table 2.9: SOCIAL CHARGES ON EMPLOYERS
(in porcent of base wage)

Employers contribution to social security 4.6
Payroll tax (forfaitaire) a/ 5.0
Tax on foreign workers 8.0
Housing 17.9
Paid vacation and holidays 5.8
Seniority premium 3.0
Femily allocation 8.0

Total b/ 45.5

s/ Lifted in 1987,
b/ Doos not Includs health coverage, which reprosents botween §
ond 20 percent of worker salary.

Sourco: Govornmont and mission estimates.

2.68 It is not clear whether the current minimum wage per se has had
any particular effect on employment generation. In fact, the current
limitation of labor mobility -- which prevents rural labor from moving into
urban centers and requires the Ministry of Labor’s approval of all modern
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sector employment decisions, possibly leading to artificial labor shortages
-~ and the high social charges are more relevant as factors in increasing
labor costs. In part because of these social charges, unskilled labor
obtain higher remuneration (and job security) than what is freely
negotiated in the informal sector where unregistered small enterprises
escape the labor regulations, wages are more responsive to changes in labor
supply, and apprentices and family members offer labor at lower price.

The Social Security System

2.69. The social security system consists of INSS and Mutuelle. INSS
was created in 1962; it covers work-related risks for all workers governed
by the labor code (private and public sector employers other than permanent
civil servants). The INSS premiums amount to 7.5 percent of gross salary
with a ceiling of FBu 25,000 per month. Of this 7.5 percent, 4.5
percentage points is borne by the employers for permanent employees and 2
percent for temporary employees. (This differeatial has inevitably pushed
some employers to declare their permanent workers as temporary ones, and
has thereby introduced distortions in labor statistics.) The level of INSS
benefit is relatively low: pensions amount to FBu 1000 per quarter,
compared to the SMIG of about FBu 3,640 per month in Bujumbura. The
Mutuelle was created in 1981 to provide compulsory medical insurance for
all civil servants, employees of public enterprises, local government
employees and university students. The current premium (increased in 1986)
represents about 7.5 percent of gross salary, of which 4.5 percent is borne
by the employer who is no longer liable for any separate portion of medical
care costs. The Government has recently extended the benefits to non-
workers, peasants and traders, but not yet to the private sector.

Civil Service Salary Scale and Wages

2.70 In Burundi, the Government is the most important employer,
accounting for nearly 40 percent of employment in the modern sector. It
includes the Presidency, National Assembly, 20 Ministries, 15 provinces and
18 districts. In addition, the central Government comprises several
decentralized agencies such as: the University of Burundi, the Center for
Promotion of Industry (CPI), the Agronomic Sciences Institute (ISABU), the
Geographical Institute (IGEBU), and a social security system consisting of
the National Social Security Institute (INSS), and the civil servants’
mutual insurance company (Mutuelle). Civil servants are classified by
salary scales corresponding to three major occupational streams: low-level,
middle-level and higher-level staff. Each stream is further subdivided
into 8 grades. The present scales exist since the 1985 public service iob
regrading exercise. While the change in the job regrading provides a more
coherent professional stream by which civil servants can progress, it makes
it impossible co move from one occupational stream to another. The
following table shows the range for each salary category.

3/A review of the trend and importance of wages and salaries in government
budget is included in Chapter I under public finance.
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Toblo 2.18: SALARY BY WORK CATEGORY IN CIVIL SERVICE
(in FBU/month)

Lowost Highest Differentisl
Lover lovel 7,600 29,600 1 to 4.2
Middie level 12,000 43,700 1 to 3.8
Higher lovel 26,028 67,300 1 to 2.7

2.71 The monthly salary ranges from FBu 7,000 for the lowest paid civil
servant to FBu 67,300 for the highest paid civil servant, or a salary
differential of 1 to 10. The lowest monthly salary corresponds to the
minimum salary paid by the private sector to specialized semi-skilled
labor; the lower limit for higher'level staff is below the minimum

FBU 30,000 monthly salary imposed in the private sector for professional
workers. Moreover, as the private sector is not subject to ceiling for
maximum wages, the public sector may face difficulties in retaining
qualified staff. For most skilled workers, salaries in the private sector
are already 30 to 40 percent higher than those paid by the public service.

2.72 Civil servants receive, however, some extra benefits in the form
of monthly allowances (FBu 1500 to FBu 15,000) and other fringe benefits
such as housing. The allowances (see Statistical Appendix, Table 1.6) are
granted for (i) certain types of jobs or responsibilities (occupational,
coordination and control allowances); (ii) skills ir. short supply because
of the level of sophistication required or job-specific constraints
(encouragement allowances); and (iii, protocol requirements. However, the
most important fringe benefit in the modern sector in general and in public
service in particular is housing. For some employees, this means a salary
premium of 30 to 40 percent. Some Government employees are provided with
direct housing and charged a nominal rent for it; others lease houses at
subsidized interest rates, while the remaining receive a housing allowance
instead. The net monetary benefit to the employee of actual housing is in
most cases higher than the housing allowance; employees with the same basic
salary can in fact have quite different total remunerations. This
situation may lead to serious distortions and should be reviewed.

1

Government Policies

2.73 The Government has already taken some actions to improve the
incentives for higher employment generation. In particular, the payroll
tax (tax forfaitaire) has been abolished and a study is underway to
investigate the feasibility of extending the civil service health insurance
scheme /Mutuelle) to private sector employees. Moreover, the Government
structural adjustment program is expected to have important implications
for the relative prices of labor and capital. For example, the Investment
Code has been revised: benefits are now granted to labor-intensive
investments (up to a cost-per-job of US$20,000); and exemptions of import
duties on equipment have been eliminated for most cases. Moreover, the
higher real interest rates, together with the price and import
liberalization reform and the currency adjustment, will favor labor
intensive activities as the cost of imported equipment and credit will
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increase substantially in relation to the cost of labor.
2.74 Additional issues which need to be addressed are reviewed below:

(a) Regulation of Labor Market. All recruitment and employment
decisions of private and parastatal enterprises are subject to approval by
the Ministry of Labor. Its Department of Manpower (DMO) records all
demands and offers of unskilled and semi-skilled jobs, provides advertising
services free of charge and approves work contracts, in connection with the
"Commission de Placement"4 which prepares the list of workers seeking
employment and suited to particular positions. The lists are then
forwarded to employers for mandatory consultation; in the case of higher-
level employees (cadres), Cabinet approval is required. This system is
supposed to support both efficiency and equity objectives. It was
justified on the grounds that the modern sector labor market (concentrated
in Bujumbura) was small enough to benefit from a centralized placement
service, and that in order to avoid potential political pressure on hiring
decisions, the Ministry of Labor’s intervention could be effective to
counterbalance such pressure.

However, the current system’s possible advantages in terms of
equity are outweighed by shortcomings which hinder the enterprises’
efficiency. In general, the administrative procedures are long, time
consyming and difficult; and candidates with the wrong profile are often
sent to employers. All these problems translate into high opportunity
costs for employers and inefficiency for the economy as a whole. It is
recommended that the role of DMO be revised to let market forces play an
increesed role in employee selection and compensation. Employers should be
given the opportunity to play a more active role in the hiring process.
This would not only reduce distortions in the labor market but also free up
the DMO, allowing it to focus on other priority activities such as
evaluating employers’ specific skills needs and monitoring training.

(b) Burundianization of Employment. The Government is pursuing a
policy aiming at phasing out the reliance on expatriates, who currently
account for 0.6 percent of the total work force. Burundianization has
proceeded quite rapidly in the low level positions in both the private and
public sector, but shortages in middle and higher level, technical and
ménagerial positions have made it necessary to continue hiring expatriates
with an explicit local counterpart-training agreement. All expatriates
need a work permit for which an snnual charge equivalent to 3 percent of
gross salary is made. Hiring of expatriates has to be approved by a
Committee comprising the Trade Union representatives, Ministry of Labor and
Social Affairs officials and representatives of the immigration service.
Since mid-1986, non-Burundian impqrters have to deposit FBU 10 million
($80,000) to continue in business! While this measure was aimed at
increasing participation of Burundians in the economy, its effects can be
detrimental to the incentives for increased private investment and job
creation.

4/Comprising members of the trade union, representatives of the Ministry of
Labor ana Social Affairs and representatives of the immigration service.
All expatriates are also subject to these procedures.,
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(¢) Technclogy Transfer. Transfer of technology regulations are
rather rigid. It is forbidden to import second-hand technology. At the
seme time, it is not easy to find technologies adapted to Burundian market
constraints. Positive promotion of such technology would require:

(1) introducing more flexibility in the regulations on technology, notably
by eliminating the ban on imports of second-hand equipment; (ii) investing
in research and development and in manpower training; and (iii) improving
institutional capacity in project identification and appraisal, which would
reduce present vulnerability to initiatives from equipment suppliers. The
creation of the Industrial Promotion Center (CPI), which has the mandate to
prepare industrial projects, assist enterprises, conduct industrial
research and create training centers, is already an attempt to solve these
issues. Its performance is reviewed in the next section dealing with small
and medium enterprises.

(d) Qualifications of the Labor Force. While skilled personnel is
in short supply, education programs are often out of line with the
requirements for skilled labor: employers think that some of the subjects
taught are not very relevant to the needs of the labor market. There is
also an apparent consensus on the need for: (i) a shift of emphasis from
general to technical education; (ii) improved coordination with employers
on specific training needs; and ({ii) a gradual improvement of vocational
training.

The'Informal Sector

2.75 The near stagnation in modern sector employment growth as
indicated by available statistics suggests that a large proportion of new
entrants into the labor force either remain self-employed in agriculture or
seek employment in the informal or small-scale non-farm sector. Data on
the informal sector is very scarce, however. There are no time series on
sector activities and employment. The annual Censuses of informal
activities undertaken by the Departement de 1’Artisanat of the Ministry of
Trade and Industry suffer from inadequate definitions and survey methods.
The only reliable sources are: the 1979 census; sub-sector studies carried
out by the Ministry of Labor and the University of Bujumbura which provide
mainly descriptive information on the nature of working conditions; and the
surveys of the informal sector in Bujumbura and secondary towns in 1986
which the World Bank helped finance.

2.76 In contrast to the situation in many African countries, Burundi’s
informal sector is not very active and remains predominantly a rural
phenomenon: about 85 percent of informal non-farm employment is
concentrated in rural areas. Moreover, informal activities constitute
seldom the principal occupation of the rural labor force; they are rather
gsources of additional income, particularly during the off-season. It is
estimated that the informal sector could absorb as much as 20 percent of
new entrants in the labor force. Past evidence indicates, however, & much
more modest growth or indeed stagnation, as shown by the 1980 and 1986
Bujumbura surveys which found that informal sector activities may have
declined. The structural and 'institutional constraints at the root of this
situation are both internal -- inherent to the sector’. functioning and
hiring modes -- and external, i.e., related to Government policies toward
the informal sector.
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2.77 The main internal constraints are: the lack of qualifications of
labor force, the lack of working capital and credit, and the poor
infrastructures, all of which limit the scope for productivity
improvements. The sector is characterized by limited management and
technical skills. According to the 1986 Bujumbura survey, 80 and 95
percent of laborers and apprentices, respectively, have barely primary
school education. The apprenticeship system, the main source of technical
and managerial skills transfer, does not facilitate improvement in the
organization of enterprises: training is imparted on the job in specific
enterprises, in relative isolation from more efficient ones. A typical
informal entrepreneur is unable to undertake a correct cost-pricing
exercise; about 85 percent of enterprises do not have an accounting system;
and 92 percent do not have a bank account. The lack of credit and
facilities for stock storage which most informal enterprises face forces
them to order raw materials in small quantities, only for their immediate
needs. Moreover, clients are often required to finance the cost of raw
materials in advance.

2,78 External constraints concern the institutional arrangements and
government policies. The Departement de 1’Artisanat (within the Ministry
of Commerce and Industry) has the responsibility to coordinate and promote
informal sector activities. The Code de 1'Artisanat, which regulates
operation of small scale enterprises, offers in theory the possibility for
access to a Guarantee Fund for small enterprises, but this 1s not yet
operational. Also, registration to the "Chambre des Métiers" gives
enterprises the possibility to qualify for public market bids. These
efforts have had little impact on the development of informal sector
enterprises, however, since they are not adapted to the actual conditions
under which these enterprises operate. Public procurement orders are often
too large, and the artisans who succeed in being admitted to the "Chambre
des Metiers" are often unable to supply the quantity requested within the
deadline. Similarly, conditions bf access to the Guarantee Fund and to
banking credit in general appear to be designed for modern small-scale
enterprises rather than small artisans.

2.79 Progress has been made to stimulate the development of training
programs and production facilities for the artisans (Urban I project). The
Department of Artisanat has also been involved in undertaking feasibility
studies for artisans. However, the Department’s effectiveness in meeting
demands for assistance is being hampered by a shortage of skilled staff,
particularly staff with adequate knowledge of survey methods and legal
expertise. In addition, because the Ministry of Commerce and Industry
deals mainly with formally registered firms, the Department has had
difficulties in defining an operational framework relevant to the informal

sector, and in coordinating with other Ministries involved.
1

2.80 A major constraint to the development of the sector stems from the
strict regulations embedded in urban planning and migration policies, which
in the past permitted only few artisans to estab.ish themselves in towns.
These policies compel most artisans to operate in the periphery of the
cities, and therefore, increase the cost of reaching their clientele.
Allowing more artisans to settle in town would expand the market for their
goods and services, facilitate the provision of skills and technology
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necessary to ensure the quality standards required to compete with the
formal sector, and allow for the provlsion of other support services (e.g.,
credit), to which artisans have no acuess, partially because of the lack of
legal status. Also, tax policy is not conducive to the sector’s
development. In addition to a flat fee, enterprises in Bujumbura pay an
annual tax which increases with the number of employees. The tax rate
differs also among activities in a somewhat arbitrary fashion: for example,
the rate on trade, services and bakeries is 5 times higher than that
applied to tailors or carpenters.

lecommendations
2.81 While there is an official commitment to support the development

of the informal sector, several policy areas need to be reviewed and
reformed. At the institutional level, there is a need to: (i) clarify
institutional responsibilities and provide the needed training support and
resources to either the Departement de 1’Artisanat or to other involved
departments, notably in the Ministry of Laborj and (ii) design a strategy
for the informal sector with' the following cbjectives: enhance the
production and employment potential of informal sector enterprises through
training and assistance to increase the general productivity of the
artisansj improve product quality and encourage appropriate labor-intensive
technologies; and facilitate the integration of the informal sector into
the economy through better access to existing promotion mechanisms,
marketing assistance, access to credit, and help in the development of sub-
contracting relationships with the remaining sectors of the economy. The
strategy should give special attention to particularly disadvantaged groups
such as new migrants, women and youth. -

2.82. Other areas where policy action should be taken include:

(1) revision of the procurement procedures to facilitate the
participation of informal enterprises, notably by splitting public orders
into smaller batches shared by several workshops;

(i1) review of the present local taxation policy, particularly in
Bujumbura; T

(iii) relaxation of administration procedures limiting migration
to allow artisans to settle in town (close to their clientele) and thereby
bring informal activities into viable clus.ers. In the short-term, an
intermediate measure could be to establish a legally approved site for
informal activities within the cities.

(iv) review of ongoing training programs to ensure an appropriate
balance between the contents of training programs and evolving labor
requirements, with priority to support of apprenticeship and on-the-job
training.

2.83 At the gectoral level, priority (in terms of feasibility studies
and training) should be given to activities for which there is a demand,
such as those fulfilling basic needs of the urban or rural population
(food, housing, clothing and health); meeting the production requirements
of cottage and agricultural enterprises (implements, tools and small




e e e
B A BT e, T TR O

-61-

equipment); and promoting as much as possible efficient import substitution
and export-oriented activities. In this context, priority should be given:

- in agro-industry, to: (i) the development of small farm
implements and other capital goods needed for agricultural production in
rural areas; (ii) non-industrial {ood processing activities; and (iii) the
development of technology for preserving perishable goods;

- in construction activities, to: (1) road maintenance; (1i) the
development of local building materials; (iii) carpentry and cabinet
making; (iv) interior servicing, lay-out of facilities and finishing small,
interior equipment;

- in small-scale manufacturing to: clothing, leather processing,
production of shoes, small implements, and equipment for hide tanning and
leather working.

D. SMALL- AND MEDIUM-SCALE ENTERPRISES

The SME Sector

2.84 After a period of emphasizing large public sector projects as an
instrument for industrial growth, the Burundian Government now recognizes
that further industrial development appropriate to the country’s scale and
needs should largely involve privately owned small- and medium-scale
enterprises (SME). This wview is based on the very high investment cost per
job of large projects and the considerable employment generation potential
of SMEs. 1In the past, the growth of the sector was partly hindered by
cultural values which gave higher social status to siministrative and
military positions compared with trade and industri.l activities. This
environment has changed. In April 1984, the President made a public appeal
for the national talents to concentrate on economically productive
activities, start their own businesses and rely on their own capacities to
be economically successful. This, together with the Government’s ongoing
economic program, augurs well for a more dynamic growth of SMEs in the
future.

2.85 Data on the sector of Small- and Medium-Scale Enterptises5 is not
fully developed. Periodic surveys of manufacturing enterprises were only
started in the mid-1970s and cover only 40 firms, most of which have assets
exceeding US$300,000. According to the most recent data available (July
1986), there are 123 industrial firms in Burundi. Despite a considerable
growth in the past (11 percent per year during 1977-86), modern
manufacturing contributes only to 5 percent of GDP and 9 percent of
employment in modern sector. A large part of this growth was due to public
investments which represented 80 percent of total industrial investment

3/The present report defines firms with investments of up to FBu20 million
(about US$165,000 equivalent) as small-scale, while firms with
investments up to FBu50 million (US$415,000) are referred to as medium-
scale. Informal enterprises, analyzed in the previous section are below
these limits. In Bujumbura, 77 percent of informal enterprises had
investments lower than FBu 2 million (US$17,000).
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during 1978-81. The situation changed markedly during 1981-85, as private
investment represented 60 percent of total industrial investment during
this period.

2.86 Between 1976-1985, of a total of 203 new enterprises created, 66
were industrial units. Of these, 44 were exclusively private (29 owned by
Burundians and representing 4 percent of the total investment; 15 by
foreigners, accounting for 24 percent of capital), 17 were owned by
Burundian nationals and foreigners, and 5 were mixed enterprises. Despite
the small number of entirely state-owned enterprises, the State detained 72
percent of total capital, a large part of which corresponded to two large
public enterprises: COTEBU (textiles), and VERRUNDI (glass bottles).
Excluding these two enterprises, the share of private ownership is 57
percent, of which 49 percent by foreigners and 8 percent by Burundians.

The pace of new enterprises creation has fluctuated markedly, between 13 in
1981 and 2 in 1983. In 1985 and 1986, the number of new enterprises
increased substantially: 18 in 1985 and 11 during the first half of 1986.

2.87 The structure of the industrial sector shows a predominant
orientation toward meeting .domestic demand for basic goods and heavy
dependence on imported inputs (64 percent of intermediare inputs). Exports
are mainly concentrated on processed coffee, tea, cotton and & few other
goods such as beer, soft drinks, cigarettes, fibrociment, and more recently
textiles and glass bottles. Manufactured exports have grown rapidly in the
last seven years, but their share in total exports is still low (8
percent). As in other countries of comparable stage of industrial
development, food processing (excluding coffee and tea) dominates the
sector, contributing 59 percent of total manufacturing value added and 17
percent of manufacturing employment. The brewery (Brarudi) accounts for
more than two-thirds of the value added in food processing and 26 percent
of its employment. It also generates some vertical integration such as
bottle caps and beer bottle projects. Other predominant activities are
linked to shelter (basically construction materials), clothing (weaving,
spinning, etc.) and other diverse activities, including gem-cutting,
furniture making, and wire drawing. Except for coffee and tea processing,
manufacturing activity is mainly concentrated in Bujumbura and a few othe:
secondary cities (the exceptions being: the Brasserie of Gitega, the
Minoterie of Muramuga, the Mini-Huilerie of Rumonge, the Sechage de Tabac
at Bibitoke, and the Sucrerie at Mosso).

Major Constraints and Development Potential

2,88 Burundi has the basic infrastructure necessary for
industrialization. Electric power and water are available in the major
urban centers (Bujumbura and Gitega) and a relatively good telephone system
connects the capital with Europe and neighboring countries. Nevertheless,
Burundian manufacturers work in a very difficult environment: (a) there is
a shortage of skilled personnel in all the sectors of the economy; (b) the
small market and the low purchasing power of its population limit
investment opportunities and domestic demand, although firms manufacturing
light consumer goods do take advantage of the sizable unrecorded trade
between Burundi and its neighbors; and (c) the country’s land-locked
position and vulnerability to transport conditions in the major transit
corridors increase the prices of imported inputs and often result in
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interruption of crucial supplies, forcing firms to hold large stocks of
inputs and spare parts.

2.89 Despite these constraints, and particularly for SMEs, the
development potential is signiiicant, as they are le.s constrained by
transport difficulties and produce basic goods accessible to low income
groups. An appropriate program to encourage the development of SMEs would
include as a first and minimum step (i) the elimination of anti-labor bias
still remaining in the incentive structure (see employment section), and
(i1) the simplification of the administrative procedures for establishment
of SMEs and benefitting from incentives. It has been estimated (see
Chapter III) that modern industry would need to grow at about 14 percent
per annum to allow GDP to expand at 4.5 percent per year during the next
ten years. While such growth may be over-optimistic, a number of measures
could be taken to promote the faster development of the sector.

Institutions

2.90 The principal institutions with the responsibility for promoting
industriel development are the Ministry of Commerce and Industry, the
National Bank for Economic Development (BNDE), the Industrial Promotion
Center (CPI) and the Chamber of Commerce and Industry (CCI). The distinct
responsibilities of each institution needs to be reaffirmed to avoid
possible overlapping of duties and to £ill in any existing gaps. Their
role as a channel for broad-based private sector interests as well as for
recommending policy reforms needs to be strengthened.

2.91 The industrial section of the Ministry of Commerce and Industry
(MCI) is headed by the Director General of Industry, to whom the Directors
of Industry and of Artisanat report. Any existing ambiguity 4in the
definition distinguishing between artisanat and industry, or to the
classification of small- and medium-scale enterprises (SME) should be
clarified. Once definitions are agreed upon, responsibilities for each
«rea should be clearly divided between organizations to assure adequate
coverage and eliminate any redundancy that might exist. Procedures on
policy formulation and preparation of legislation to promote the sector
also need to be reviewed.

2.92 The Banque Nationale de Developpement Economique (BNDE) was set
up in 1967 to provide loan and equity funds for agriculture, industry and
tourism, and financing for housing. Between 1977 and 1983, BNDE channeled
US$3.4 million, under the IDA Credit 731-BU, providing financing to
industrial investment projects. This credit was also to strengthen BNDE’s
project appraisal capabilities and internal organization. While progress
was made in BNDE’s institutional development under the credit, the
institution remains weak: its role is not sufficiently clear and, as a
result, its portfolio is over-diversified, including numerous, very small
loans which absorb much of BNDE’s energy, while not being central to its
development role. BNDE’s role should be re-examined in order to strengthen
its role in development financing.

2.93 The Centre de Promotion Industrielle (CPI) was created in 1981 to

help promote and develop Burundian industry through provision of assistance
to industrial enterprises. Its main activities have included the
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preparation of project feasibility studies and, recently, the provision of
technical assistance to firms in technology choice, management, and
training. Since it was established, CPI received technical assistance from
UNIDO. CPI’s role has been hampered by frequent changes in management as
well as by the difficulties in gaining acceptance by the private sector: it
is perceived as an agent of the MCI (CPI is under the ministry’s
administrative supervision), an impression which CPI shares as it does not
see itself as a channel for private sector concerns. Recent CPI efforts to
reach out to the private sector have, however, met with some success -- in
particular technical assistance in management provided to some enterprises.
The program is, however, very recent: it started only in October 1986. 1In
this context, it could be opportune to review the role of CPI, as well as
of MCI and CCI, so as to avoid overlapping and dispersion of activities and
human resources. Moreover, considering the difficult financial situation
of CPI, such review should be given high priority.

2.94 In the past, the Chamber of Commerce and Industry (CCI)
represented a relatively small segment of the community, mainly the larger
enterprises based in Bujumbura. In line with its program to promote
private sector participation in the economy, the government has encouraged
the CCI to expand its activities and play a more aggressive role in
representing the business conmunity throughout the country, and promoting
private sector development through training and other programs. The CCI’s
structure has been modified significantly and its budget increased
considerably. CCI management is enthusiastic about the Chamber’s expanded
role, and a program to make the Chamber and its services known throughout
the country has been planned.

Issues

2.95 To promote private sector development at a significantly faster
rate, a number of specific measures need to be implemented, as a complement
to those already implemented in the context of the Government’s adjustment
program. One important issue is the role of foreign nationals who will be
needed both to fill some work positions (until more Burundians can be
trained to meet the extra demand for technical/skilled positions) and to
invest in the country. If the process is carefully managed, and sufficient
additional growth is induced, there should still be a greater number of
such jobs being created for Burundian than otherwise, as well as a greater
transfer of technology into the country. While investment in viable SME
projects by Burundi natioi als should be encouragec, it i3 important that
investment by foreign nat.cnals should not be discouraged.

2.96 Promotion of new enterprises should focus primerily on the
transformacion of local ra7 materials, whether for import-substitution or
export. In some instancis, there may be a neead for close coordination with
other sectors to promote toth forward and pacaward linkages -- for example,
with the agricultural and forestry sectors to develop suitable industrial
raw materials or appropriate basic agricultural implements. In order to
promote viable new enterprises, efforts are necessary to: (a) develop
entrepreneurs who can generate new ideas; (b) further technical assistance
to help develop viable projects and promote sound management of firms;

(c) ease access to banking credit currently unavailable to many SME’s (for
equipment and working capital) often partly due to guarantee problems; and
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(d) make available equity financing, which is also a problem for some
potential entrepreneurs.

Possible Approaches

2.97 To help develop local potential entrepreneurs, it is suggested
that Burundi set up a program modelled on the Indian-developed
Entrepreneurship Development Program. This program aims at identifying
potential entrepreneurs, through combined selection/motivation tests, to
whom technical assistance and financial support would be provided. This
program has obtain excellent results in many African countries, such as
Guinea and Togo. The planned IDA-financed Small Enterprises Project
includes support to a pilot program of this kind. In the medium-term, a
risk capital fund could help both new and established firms with inadequate
equity; a well-managed fund could provide significant managerial assistance
to those firms in which it held a stake. Similarly, en industrial leasing
firm for SMEs could usefully channel term financing to the sector, while
avoiding the guarantee problem in particular; in addition, in order to
recover its investment, it would be in the leasing firm’s interest to
ensure that the equipment purchased was appropriate and the project viable,
as well as that the entrepreneur was qualified to manage the SME. Where
feasible, such mechanisms should be developed within the framework of
existing instit...ons to avoid an overlapping of functions and dispersion
of scarce human skills.

2.98 To assist existing enterprises, the operations of the Guarantee
Fund, currently under restructuring, may play a significant role,
particularly when their main financing need is for incremental permanent
working capital. An effective channel also needs to be developed to
provide technical assistance to these firms; possibilities include
strengthening CPI’s nascent technical assistance operation or supporting
the creation of such an operation within the newly reinforced Chamber of
Commerce and Industry.

2.99 For both new and existing firms, it may be desirable to prepare
specific technical assistance programs focussed on subsectors which may
have significant medium-term potential. Possible subsectors include the
clothing industry, wood (furniture) industries and branches of the food
processing industries (one particular subsector is the weaning foods
industry, which needs to develop to £fill a vacuum left by the recent
withdrawal of a foreign relief agency). Such programs could also serve to
bring different SMEs in the same subsector into contact, possibly
encouraging the firms to undertake, inter alia, the joint purchase of
necessary imported inputs, thereby achieving economies of scale and a
decrease in the level of stocks required by each firm. This approach could
also help to develop standards for each industry, as well as a more
consistent product quality, which are necessary if SME are to be able to
develop any export capability.

Potential Problems

2.100 Given the weaknesses of the existing institutions, it might be
tempting to create new institutions to carry out the programs proposed
above. Before new programs are launched, a full review of the existing
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institutions should be undertaken, with the objective of reorienting and
restructuring these institutions as necessary. Any major foreign-financed
industrial program would need to help implement the necessary changes. New
approaches, such as those outlined above, should then be introduced to the
extent that the system can support them, and be integrated into the new
structure, with minimal creation of additional agencies.

2.101 Technical assistance programs for a few individual subsectors
would be necessary. It would be important, however, to avoid the situation
in which temporariiy resident expatriates run the program while the
national counterparts feel they have no particular responsibility for the
program’s outcome, and often receive inadequate training. It is thus
suggested that the programs should be fully staffed by Burundi nationals
from the outset, with technical assistance funds available to bring experts
in as needed.

Summary of Proposed Actions

(a) Policies towards the sector should continue and be reviewed as
necessary. The provisions contained in the Investment Code in support of
SMEs need to be strengthened and made more precise. Revisions of
employment policies (outlined in the last section) would also need to be
implemented.

(b) Most of the interventions in the industrial sector development
should be streamlined and the functions of the relevant institutions
reviewed to avoid duplication and focus on specific necessary tasks. In
order for the changes to be productive, close aid coordination would be
required. l

(¢) A suitably modified version of the Entrepreneurship
Development Program should be set up and implemented by the Chamber of
Commerce and Industry in the context of its planned regional ontreach
program.

(d) Specific technical assistance programs should be considered
for a limited number of industrial sub-sectors where SME could have a
significent developmental impact fairly rapidly. The goal of the programs
should be (a) to help existing firms to operate as efficiently as possible,
and (b) to encourage/help start up new firms, where appropriate, in
different regions of the country, assisting in the choice of appropriate
technology, defining market strategy, etc. A longer-term goal of the
programs should be to become a self-supporting resource group for the
subsector, perhaps becoming the purchasing/impcrt (and perhaps eventually
export) agent for the subsector, etc.

(e) A general technical assistance fund could be set up, probably
in the CCI, with resources made available to any institution working to
promote SMEs, for specific assistance, from either national or foreign
experts, in undertaking their duties but requiring skills outside their
normal range (e.g., a commercial bank considering financing an individual
project could not call in an expert to undertake the entire project
evaluation, but could ask for an expert to help define the project’s export
market potential or to help define the appropriate technology and capital
cost for the project).
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E. EXPORT PROMOTION

2.102 One of the key objectives of the Government’s adjustment program
is the expansion and diversification of Burundi’s export base. Some
measures already in place include the re-activation of the duty drawback
scheme and elimination of taxes on manufactured exports. Further measures
are still needed to overcome important constraints concerning
institutional, market-related and physical factors, as well as some
commercial practices. These actions are reviewed in the following
paragraphs after a review of recent export performance.

Structure of Exports

2.103 Burundi’s exports of merchandise are small, accounting for about 8
percent of GDP, and heavily dependent on primary products, of which, coffee
and tea, account for about 85 percent., While still small, the share of
industrial exports has increased from 2.4 percent in 1981 to 5.3 percent in
1985 and 5.6 percent in 1986 and an estimated 13 percent in 1987,
reflecting an average 40 percent growth per year over the same period. The
growth between 1981-85 was mainly attributable to 2xport growth in two
industries: textiles and glass bottles. Both were originally established
to serve the export market, the latter commencing production in 1983. With
the exception of exports of beer, which have fluctuated considerably over
the last four years, the remaining exports declined from FBu 160.6 million
in 1981 to FBu 87.4 million in 1985, but the trend was reversed in 1986, as
exports of such products as tobacco, soap, and metallic products rose
again, contributing to a 50 percent increase in the value of manufacturing
exports. '

Table 2.11: EXPORTS OF MERCHANDISE, 1981-86
(FBu mililong)

1981 1682 1983 1984 1686 1988

Primary Products

Coffce 6994.4 7081.4 ©542.1 9930.1 11364.0 17067.0
Tes 211.9 286.8 227.7 8688.9 711.7 515.0
Othars 688.0 583.0 b21.0 476.9 864.9 630.0

Hanufactured Products

Cotton fobrico 19.0 30.0 22.9 247.6 420.9 428,90
Bottlos

- - - 48.3 197.7 193.0

Boor 9.6 95.9 81.7 1¢3.9 11.3 126.8

Othors 169.6 131.7 111.1 148.5 87.4 3883.0

Other 9.9 12.8 10.3 19.8 1.1 28.4
;o:al 8744.8 7000.8 T7486.0 11826.9 15280.01668

Sourco: BRB Annual Roport 1985.

2.104 The structure of Burundi’s exports differs considerably by
destination, i.e., between African and non-African markets. Burundi’s most
important external market is the EEC, which absorbes over half of the
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country’s exports, all of them in the form of primary products. Burundi also
exports a substantial amount of ivory to several Asian and Middle Eastern
countries; 1in 1985 these amounted to FBu 455 million (20 percent of non-
coffee exports). Exports to Afirican countries are predominantly manufactured
goods. In 1985, Burundi’s four neighbors, Rwanda, Uganda, Tanzania and
Zaire, absorbed 94 percent of its manufactured exports (SITC Sections 1, 5
and 6) but less than 6 percent of its total exports. Of theses countries,
Rwanda is the most important market, reflecting the good transport links
between the two countries, Rwanda’s relatively undeveloped manufacturing
sector and the existence of the tiade and customs agreement among Rwanda,
Zaire, and Burundi (CEPGL). The Eastern part of Zaire is also an important
export market for Burundi. Moreover, in the first nine months of 1986 Uganda
became an important market, second to Rwanda. Exports to Uganda increased
almost sixfold over its 1985 level.

Liberalization and the Policy Environment

2.105 The past policy enviromment was a significant factor hindering
Burundi’s export performance. Most industries were established to serve
the domestic market; they were protected from foreign competition by high
tariffs and quantitative restrictions and from domestic competition by
market guarantees. Under this regime, the incentives to export and to
improva efficiency were negligible. As a result, production costs are now
high, productivity is low, technology is often inappropriate, and there is
considerable underutilized capacity. Moreover, by international standards,
quality is typically low.

2.106 It is too early for the effects of liberalization on domestic
competition to be felt fully. The most immediate, first-round effect was
the increase in the costs of imported raw materials used by domestic
industry, caused by higher tariffs and the FBu depreciation. With prices
on domestic markets relatively stsble (bolstered by the increasing threat
of foreign competition), producer margins are being reduced. To maintain
profit levels, producers are, therefore, under pressure to both reduce
costs and expand output. In comparison to last year, there is an apparent
growing interest among manufacturers to seek export orders &and some,
notably Verrundi (glass) and Brarudi (beer) have substantially increased
export sa’.es in new markets. Moreover, the new trade and industry policies
have given clear signals to the private sector that new investment will
need to be more efficient and more in line with the country’s resource
base, in order to be able to effectively compete with foreign and other
domestic companies.

2.107 However, even when the effects of the adjustment program have
worked through the economy, further measures will need to be implemented to
offset the still existing bias in favor of import substitution. For
example, effective rates of protection still remain weil in excess of 50
percent. Moreover, while the Government has re-introduced the duty
drawback scheme f»>r exporters, its impact on domestic producers has been
hampered by several factors: (i) many producers do not feel confident that
it will operate in practice and do not care to apply; (ii) there are no
guidelines on the method of application; (i11i) recent exports are likely to
have been manufactured with raw materials incurring the lowest pre-
liberalization tariff rates, thus reducing incentives to apply; and
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(iv) there is uncertainty within the Government concerning the scheme’s
administration and requisite procedures. If exporters are to succeed, it
will be essential to ensure that that the duty drawback system can operate
efficiently and effectively.

Market Prospects

2.108 In the short term, before any significant new industrial
investment is accomplished, the structure of export markets is likely to
remain the same. Africa will provide the main market for Burundi’s non
traditional exports, while coffee, tea and other primary products will
continue to be sold in non-African markets. In the short-term, the scope
for increasing sales of manufactured goods to the more developed countries
is limited, given the high transport costs, relative low quality by
international standards, and lack of experience of existing enterprises in
export marketing. These problems can be solved only over the longer term.

2.109 To examine Burundi’s market potential in ZEP countries, estimates
were made of export similarity between Burundi and other ZEP countries and
of export market share indices in various ZEP countries. Details are given
in the Technical Note in Annex II. Despite serious data limitation which
prevented a comprehensive analysis, the results indicate that ZEP countries
could provide the basis for achieving a significant growth in Burundi’s
exports in both the short-term (existing products) and the long-term (new
products).

2.110 Burundian exports to Kenya are limited to tea at present.
However, there is a significant correspondence between the type of goods
that Burundil exports to other ZEP countries and those imported by Kenya
from ZEP countries, many of which are more distant than Burundi and also
landlocked. A small share of the Kenyan market in these products could
make a substantial increase proportionately in Burundi exports. 1In
particular cotton fibers and aluminum profiles may be worthy of more
investigation. Some of these are currently supplied by Zambia.

2.111 The export similarity indices calculated between Burundi and
Rwanda, and Burundi and Kenya indicate that Rwanda is not a competitor on
Burundi’s key export markets; Kenya is, however, in Rwanda and to a lesser
extent in Zaire. The export market share indices calculated for Tanzania,
Uganda and Zaire also indicate markets in which Burundi could to expand its
share. Considerable scope to increase exports to Uganda exists for cotton
and other textiles, construction materials, metallic manufactures, cereal
products and furniture (these are currently supplied by Kenya). In Zaire,
Kenya suppliers dominate several markets which are also served, to a small
extent, by Burundi. Given that Burundi has better communication with Zaire
than Kenya, its exporters should be able to significantly expand these
market shares.

2.112 An examination of foreign exchange rates with ZEP countries also
suggests that Burundi has obtained a significant price advantage in these
markets. ! Although an export-weighted average for selected ZEP countries

1/ Domestic price indices were not available to compare price trends
internationally; however, initial research suggest prices on Burundi
markets have been relatively stable.
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showed a slight appreciation of the Burundian franc, this was mainly due to
the very large devaluation in Tanzania and Zaire. The FBu became cheaper
in Kenya, Uganda and Rwanda. However, Zambia and Malawi are becoming more
price competitive vis-a-vis FBu priced exports. Clearly, it is important
to monitor the relative exchange rate of the Burundian Franc against the
currenclies of key export markets and major competing countries, in order to
avoid the deterioration in the competitiveness of Burundian exports.

2.113 A more comprehensive analysis would be necessary to compare the
competitiveness of Burundi’s exports with those of Zambia, Zimbabwe,
Malawi, Tanzania and Kenya in ZEP markets as well as to assess the
importance of the EEC market. The preliminary indications obtained so far
indicate that ZEP countries offer Burundi a significant potential for
export growth, However, even these relatively unsophisticated markets will
not be easy to penetrate. These countries tend to have similar resource
bases to Burundi, are at similar stages of development and therefore have
established similar industries. Even if at present these industries do not
export, the potential is there. Burundian exporters are therefore likely
to face strong competition. Moreover, although negotiations are proceeding
on trade liberalization amongst ZEP countries, trade barriers in general
remain relatively high in neighboring countries.

Domestic Constraints

2.114 While the overall prospects for export growth appear positive,
their realization will depend on the elimination of present constraints on
exporters. While operating conditions in Burundi are difficult for all
industries in general, the problems for exporters are particularly severe.
Export industries are more demanding in terms of management, organizational
and administrative skills; quality control, packaging and presentation take
or new dimensions when facing international competition. Marketing and
sales costs are also substantial and therefore need to be concentrated
where the potential returns are greatest. Transport and logistic problems
will increase as alternative routes to new export markets are explored and
monitored. In terms of new investment, the skills required for project
identification become critical and demanding. Moreover, because of its
very early stage of export development, few, if any, support services
(marketing, packaging design, advertising resources, etc.) exist in Burundi
to assist export initiatives. Clearly, these problems need t be overcome
urgently, with support from the Government, at least in the sho..
beginning.

Export Promotion: Action Program

2.115 While many of the problems outlined above are amenable to
Government action, only the commitment of the private sector can guarantee
the success of an export promotion program. The new government is already
taking steps to encourage this private sector involvement. The proposed
action program, takes into account the narticular problems faced by
existing domestic-oriented industries and outlines a range of short-term
support measures that should help them to make the transition into export
markets. Significant export growth will come, however, from investment in
new industries designed to cater to foreign markets and to operate in the
more competitive international trading environment.
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2.116 The objectives of the action program are to increase the
neutrality of investment incentives between import substitution and export
activities and to ensure that policy and incentives are simple and
transparent in their operation and minimize the degree of administrative
discretion involved in their administration. These recommendations should
be implemented %radually in accordance with the needs of the export sector.

Short-Term Measures

2.117 To correct the most important distortions in the policy
environment and provide immediate assistance to existing activities waile
ensuring that new investment decisions are made in a more neutral
environment, the following actions are needed:

(1) The existing duty drawback system should be revised to
incorporate all indirect taxes whereby rebates are calculated according to
an azreed imported cost component that is revised periodically to take
account of price changes. Some progress has already been made towards
these ends.

(11) To help reduce the anti-export policy bias, it would be
appropriate to introduce a.concessionary corporate tax rate based on export
performance, whereby a concessionary rate (for example, of 5 percent) would
apply to the profits attributable to export sales, and the standard rate of
45 percent to the proportion of tax "attributable" to local sales (defined
as the proportion of sales revenue obtained from local sales). Given the
low level of export production at present, this measure would have in fact
a positive impact on budget revenues. Traditional coffee exports could be
exempted from this scheme if desired. (Details are given in Annex II,
Technical Note B.)

(141) At present, marketing expenses are not deductible from the
profit tax basis. Given the high cost of export marketing, this acts as a
major deterrent to companies. Alternative schemes to relax this
restriction would involve: full deduction for companies preparing audited
accounts or up to a maximum of turnover, provided documentary evidence is
produced.

(iv) Exempt expatriates from the FBu 10 million deposit required
from expatriate traders, when those are engaged in export activities.

(v) Simplify procedures to facilitate travel of industrialists
abroad. Such procedures are at present tedious, time-consuming and
inflexible and act as a maPor disincentive to export marketing initiatives.

(vi) Provide direct support measures to existing industries in
such areas as market information, marketing forums and technical
assistance, etc. While the establishment of a centralized agency for
export development should be envisaged in the medium-term, immediate
assistance could be channelled through the existing Chamber of Commerce.
This would cover the employmen¢ of specialists in export marketing, the
development of an export market data base, and arrangement of direct
marketing initiatives in foreign markets (missions, preparation of contact
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lists and participation in trade fairs). In addition, the role of the
Department of External Trade should be reviewed.

(vii) Launch a study to identify and evaluate Burundi’s long-term
resource and market potential which would provide the foundation for
identifying viable export activities, directing future development efforts
and guiding new investment in the medium to long term.

I

Medium-Term Measures

2.118 In the medium term (2-3 year), government assistance snould be
consolidated to ensure that it is made available in a consistent manner.
At present, the government departments and organizations involved in export
development are fragmented, having ill-defined and overlapping objectives.
There is no central agency responsible for providing assistance to
exporters and potential exporters. The Center for Industrial Promotion
(CPI) was established to identify new industrial (but not necessarily
export) projects. The Chamber of Commerce provides some assistance to
members interested in expoiting; the Ministry of Commerce coordinates
export policy; and Burundi’s diplomats promote export and investments
interests largely on an uncoordinated day-to-day basis. Burundi’s
exporters are thus at a considerable disadvantege, compared to some of
their competitors in neighboring countries: there is little information
available to them about prospective export markets (size, growth, sources
of supply, prices, competition, and trade barriers); no effective channel
through which exporters can apply for technical assistance; and no
organization able to comprehensively promote export development and
represent exporters’ interests.

2.119 Moreover, in terms of project identification, the Center for
Industrial Promotion has had limited success in its five years of
operation. This has been mainly due to the relative inexperience of its
management and staff in project identification, inappropriate technical
assistance projects, and an overbearing emphasis on the management
assistance aspects of the Center’s work. Effective assistance in project
identification is an essential prerequisite to the establishment of new
export activities in the early stages of development where entrepreneurial
skills are scarce and market signals weak (resulting from discontinuities
in production functions, economies of scale and inadequate market
intelligence). This function must be strengthened in Burundi.

2.120 Over the next two years, the Government would need to establish an
Export and Investment Promotion Board which would centralize and coordinate
Burundi’s export and investment promotion initiatives. Before its
establishment it would be useful to program visits to other countries which
have established similar institutions such as Kenya, Mauritius, Sri Lanka
and Taiwan, to learn from their experience and to develop a better
understanding of the possibilities and limitations involved. The functions
of the Board would be to:

(1) assemble and make available to exporters and potential investors
commercially relevant market information which would assist them
in evaluating individual market potential;
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(11) assist exporters to make commercial contacts in foreign markets;

(111) form a conduit to channel technical assistance to export
industries in disciplines such as marketing, sales, quality
control, production engineering, design and packaging;

{(iv) wundertake direct promotional initiatives in foreign markets such
as thé organization of trade missions, participation in trade
fairs, publicity programs to raise awareness of Burundi as a
source of supply and to attract foreign investment into the
countrys;

(vw) coordinate the activities of commercial attaches in Burundi’s
foreign embassies;

(vi) assist the government in preparing cases for negotiations on
trade berriers reduction in existing and potential markets;

(vii) maintain the existing policy environment in Burund{ and represent
private sector views to the government;

(viii) identify new viable and import substitution activities and
promote tlese to local and foreign investors.

2.121 The governing authority of the Board could comprise
representatives of both the private sector and the Government, with the
Chamber of Commerce assuming a substantial role in the organizationm,
management and supervision of the Board, perhaps on a joint venture basis
with the Ministry of Commerce. The CPI’s role in industrial project
identification role would need to be incorporated into the wider sectoral
responsibilities of the Board to avoid duplication. Given the acute
shortage of marketing and promotional skills in Burundi, the Board would
have to rely heavily, at least in its early years, on specialist expatriate
staff and management.

Long-Term Measures

2.122 The monitoring and development role of the proposed Export and
Investment Development Board, however, needs to take into consideration two
long-term policy issues. First, given the increasing levels of competition
by the developing countries to attract foreign investment and to compete on
international markets, it -1ay be necessary to establish a Free Trade Zone.
Ideally this would occur only after the results of the long-term study have
been finalized and a list of viable export projects and promotional
prospectuses prepared. Second, as the structure of Burundi’s economic
activicies develops and intermediate industries are established, indirect
export activities (domestic industries supplying inputs for export
products) would emerge. As these grow in importance, it would be essential
to incorporate them into the duty drawback scheme by, for example,
introducing a domestic letter of credit scheme. Final consideration should
be given to developing export support services: public relstions,
packaging and design. These will become increasingly important, the
greater the degree of penetration of major markets.
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F. MAJOR ENERGY SECTOR ISSUES?

2.123 Indigenous biomass fuels -- wood, charcoal, agricultural residues,
and peat-- satisfy about 90 percent of final energy demand in Burundi,
conventional commercial fuels less than 10 percent. Most biomass: fuels are
gathered, not sold, hence there are no accurate measures of consumption.
Assuming a conservative average energy use of 0.5 m3 of fuelwood equivalent
per person ped year, total biomass energy consumption would be about 2.4
million m3, or 600,000 TOE. Fuelwood is estimated to account for 70
percent of total biomass consumption, and agricultural residues for most of
the balance. About 15 percent of the woodfuel is converted into
charcoal, the principal urban household fuel. The remainder is used as
firewood by rural households and small businesses. Traditional charcoal
production methods, with a low average yield of 10 percent, predominate.
Charcoal is burnt in low-efficiency metal cooking stoves, firewood in open,
three-stone fireplaces at even lower efficiency.

2.124 Wood and Charcoal. Forests and woodlands cover about 130,000 ha,
of which about 60,000 ha is natural forest and 70,000 ha plantations. Mean
annual wood increment is low, only about 3m3 /ha, which suggests total
sustainable supply of about 400,000 m3 per year. This represents 25
percent of estimated woodfuel consumption. As a result of the large supply
deficit, wood stocks are declining rapidly and substitution by agricultural
residues increasing, with negative consequences on soil fertility and crop
yields.,

2.125 Public reforestation averaged 6,000 ha/year over the 1978-85
period, only a fraction of what is needed to arrest the destruction of wood
stocks and achieve the Government’s target of 300,000 ha of new plantations
by 1995. Land constraints are a problem for increased plantations, but
these could be alleviated by using poor mountain ridge land, which has
little or no agricultural potential and would be environmentally improved
by reforestation. Although the public investment program must be expanded,
short <+ 8 of finance and land suitable for plantations make it unlikely
that ,ublic investment can close the supply/demand gap. Effective parallel
efforts are therefore needed to: (a) raise current forest yields from their
low average of 3 m3 /ha/year; (b) encourage a massive expansion of private
tree planting through agro-forestry extension and subsidized seedling
programs; 3 (c) raise the efficiency of traditional charcoal production by
introduction of modified earth kilns of the "casamance" type; and (d)
populatize more efficient charcoal stoves in Bujumbura, the major source of
charcoal demand, as well as in other towns.

2.126 Progress is being made in areas (a) and (b) through intensified
training of forestry staff and strengthening of agro-forestry extension
services. These efforts need to be continued and expanded. A pregram to
train charcoalers in the more efficient charcoal production methods, which

2/The Technical Note on Energy in Annex III provides a comprehensive review
of the sector and updates the earlier Energy Assessment Report.

3/Such subsidies would be necessary to enable the wood producers to compete
with wood gathered freely in the open natural forest which is sold in the
narket at a much lower price than its economic cost.
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could roughly double wood yields, is an urgent priority. 8o, too, is
expansion of an existing improved stove - rogram in Bujumbura. This
requires an aggressive production and muss-marketing effort, with the
objective of familiarizing a significant proportion of the urban population
with the improved stoves by end-1987.

2,127 Peat. Although Burundi®’s indigenous peat resources total over 57
million tons, most are isolated, costly, and environmentally difficult to
exploit. Production is limited to the highland bogs and totalled 15,000
tons in 1986. Consumption is about 12,000 tons, of which the army accounts
for 90 percent. At its current financial cost of FBu 8/kg (FBu2.2/kWh)
peat is competitive with fuel o4l (FBu 5.0/kWh) but not fuelwood (FBu
1.0/kWh) for industrial process heating. However, because of its high ash
content it cannot be burnt in fixed-bed boilers. Installation of
fluidized-bed boilers is only marginally economic vis-a-vis fuel oil and
operationally risky, because the technology is not proven in Burundian
conditions. The present scope for peat substitution for indigenous
fuelwood and imported oil is therefore limited. However, peat may have
potential as a household fuel if carbonized to reduce weight, smoke, and
smell. The feasibility of this option should be tested.

2.128 Consumption of commercial energy increased by an average of 9
percent p.a. between 1980 and 1985, but, at 15 kgoe per capita, remains one
of the lowest in the world. Petroleum products account for 67 percent of
the total, electricity for 29 percent, and peat for 4 percent. A
commercial energy balance for 1980 and 1985 is given in Table 2.12.

Table 2.12 “NMMERCIAL ENERGY BALANCE, 1989,1986
(tons of oil equivalent)

igso 1886
Primary Production
gyazopouer 1,080 11,777
08 1,020 2,878
Total 2,100 14,669
Imports
asol ino ‘18,060 18,098
Kerosenae 910 2,728
Dioscl ond Fuol 011 168,320 28,716
E'(a:b?o?al potroloum) (85,260) (48,999)
octricity 10,200 16,773
Total 35,460 59,772
Tronsformation/Lossas
otroloum Producto -220 ~710 o/
Eloctricity 160 =620 b/
Final Consumption
otroloum Products 36,040 48,289
Elo:tricity 11,430 21,010
oa 1,020 2,873
Total 47,490 72,172

o/ Assuming two-thirds of privote genoration is diesol.

b/ Diosol genoration minus Regidoso’s oun use and system losses.
Tho lottor hove risen sharply with tho chift to indigenous hydro
goneration.

. Sources: Hiniotry of Commorco end Induotry; Bonk of tho
Ropublic of Burundi and IBRD cotimotes.
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2,129 An international oil company is currently exploring in the areas
of Lake Tanganyika and the Ruzizi plain, but the prospects of a commercial
oil discovery in Burundi are uncertain. Petroleum imports, which totalled
49,000 TOE in 1985, will therefore continue to be the sole source of
supply. Consumption rose by an average of 7 percent per year between 1980
and 1985, diesel and fuel oil accounting for 85 percent of the increase.
Although only 2,700 tons in 1985, kerosene consumption was more than three
times its 1980 level, a result of increased use by urban households.

2.130 The major issues in the petroleum subsector remain the high cost
(average US$94/barrel in 1985) and vulnerability of supply, which are
partly a function of the country’s landlocked location. Direct purchase of
supplies on the Middle East market and the negotiation of lower transport
charges from Mombassa have reduced costs by about 15 percent since 1980.
Further savings may be possible through use of the Dar-es-Salaam/Kigoma
route, and its cost and reliability should be evaluated. Diversification
of supply routes would also increase the security of supply. The services
of a petroleum supply and distribution expert would strengthen Burundi’s
ability to examine product purchase and transportation alternatives. The
mandate of that adviser would include the design of a contingency plan to
ensure that the most effective use is made of petroleum stocks in the event
of a supply disruption.

2.131 Eighty percent of petroleum product demand is for transport fuels
-- diesel oil and gasoline. Consequently, the scope for cost-effective
conservation or substitution by indigenous fuels is limited. Burundi peat
is not technically suitable, and the long-run marginal cost of electricity
is nearly double that of diesel oil for industrial process heating.
Maintaining petroleum prices based on the economic cost of supply is the
key to ensuring that energy consumers make the correct fuel-choice
decisions.

2.132 Until 1982, the 28.2 MW Ruzizi hydro plant on the Rwanda/Zaire
border was the principal source of electric power supply tc Burundi.
Indigenous hydro plants have since been comm!ssioned ai M.gere (8MW) and
Rwegura (18 MW). This has dramatically reduced dependence ¢n imported
power, which fell from 98 percent in 1981 to 46 percent in 1385. However,
it has also caused a sharp rise in the cost of power, and in the long-term
debt and interest obligations of REGIDESO, the power utility company.

2.133 Participation with Rwanda and Zaire in the 26.6 MW Ruzizi II
hydroelectric project (39.9 MW after 1993) means that Burundi will likely
have excess power capacity from 1989 to 1993. A priority in the power
subsector is to utilize this surplus power, to the extent justified by the
economic viability of additional power demand. This is the main objective
of planned power system investments.

2.134 The power investment program for 1986-90 totals FBu 8,700 million
(US$76 million in 1986 prices), of which about 75 percent is allocated to
expansion of the transmission and distribution system. The projects within
the program respond to Government development objectives, but not all have
been selected on the basis of rigorous technical and economic analysis to
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ensure that they are optimal investment choices. In 1987, REGIDESO will
begin preparation of a long-term, least-cost investment plan for national
power development based on economic analysis of technically sound
alternatives to determine the lowest cost investment among alternatives, as
well as on analysis of REGIDESO’s financial situation to ascertain its
capacity to invest and internal/external financing constraints. As Burundi
is part of a regional interconnected network, a review of least-cost
options should include comparison of national investment projects with
projects which could be developed jointly, at the lowest cost to all
network users. The preparation of the national development plan should
also be used to train planners within REGIDESO where such skills are
presently in short supply.

2.135 REGIDESO’s future capacity to invest must be assessed taking into
account its difficult financial situation which, in 1985, deteriorated to
the extent that operating revenue failed to cover operating costs while
debt service arrears rose to FBu 300 million (US$2.63 million). Higher
electricity tariffs are essential if REGIDESO is to cover its operating,
maintenance and depreciation costs and its debt service, but must be
complemented by improved revenue collection and better control of operating
costs to arrest their recent vpward trend. Average tariffs (FBu 11.5/kWh,
or US cents 10,1/kWh) should be raised progressively from their current 60
percent of LRMC (long run marginal cost) tc 80 percent of LRMC by 1992,
Simultaneously, reductions in the cost of power connections from their 1985
level of FBu 60,000 (US$526) per customer are also necessary 1f power
connections are to be incremsed as planned.

2,136 With perhaps the exception of solar water heating, windspeeds, and
crop drying, potential for non-biomass renewable energy is probably
limited, although current research should provide more conclusive data.
Biogas is now being explored by Germany, Belgium, and China. Germany is
going to finance a Special Energy Program which will look at possibilities
for renewable energy in Burundi. Efforts should focus on practical testing
of these technologies in applications where they may be able to substitute
for imported petroleum fuels, for example, in industrial and commercial
water heating.

G. TRANSPORT

2.157 International transport. As a landlocked country, Burundi is
dependent on transit through neighboring countries. Owing to the long
distances to the transit ports on the Indian Ocean (1,428 km by the central
route and 2,273 km by the northern route), transport costs are obviously
high even in the best conditions. In addition to the long distances, other
factors which add to these costs, include the conditions of transport
infrastructure, cumbersome transit procedures, the poor efficiency of
transport operators, and imbalanced import and export flows. Overall
transport costs arc estimated to add about 30-40 percent to the costs of
imports and exports.

!
2.138 In the late 1970s, the two corridors suffered the worse
disruptions in transit due to unusually high Zambian traffic and turmoil in
Uganda. With the end of this disruption, the situation improved. In most
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countries involved in the northern corridor (Burundi, Rwanda, Kenya, and
Uganda) investments were made to improve maintenance and extend
infrastructure. Direct transport costs are estimated to have decreased in
the northern corridor from US$340/tons in 1979 to US$200 /tons in 1985.
Indirect costs have also fallen: transit times fell from 35-45 days to 20-
30 days in the northern corridor and to 40-60 days (from several months) in
the central corridor. Further reduction in costs are possible but will
require full and effective implementation of multi-country agreements (such
as the transit agreement signed in 1985) as well as improvements in the
efficiency of all transit operators.

2,139 The main problems affecting the northern corridor servicing
Burundi are the following:

(1) improvement in road infrastructure. Because of poor
conditions of roads, international transport costs are higher than could
be. Investments in road rehahilitation are less than what 1s needed, and
maintenance is also inadequate;

(i11) streamlining of transit procedures. Following the conclusion
of the Northern Corridor Transit Agreement in November 1985, substantial
improvement is expected in simplifying procedures (which had required up to
15 different forms). However, the implementation of the agreement, which
includes several components is still lacking, and further meetings will be
necessary to agree on the details of implementation.

2.140 The central corridor (Bujumbura port - Kigoma - Dar-es-Salaam) is
the cheapest alternative for Burundi: unit transport costs are US$110-
150/tons lower than via Mombasa. Further improvements in the Tanzania
Railway Company and in the handling of freight at Dar-es-Salaam are needed,
and operations could also be improved in the Kigoma port. To improve
transport conditions on this route, the Government has finalized a master
plan for the Bujumbura port. Transport procedures need, however, to be
streamlined by using a single transport document (progress is underway with
support from EEC), and a better coordination of operations between
Bujumbura, Kigoma and Dar-es-Salaam is called for in order to decrease
delays and improve the reliability of that route.

2.141 Transport security is an important concern, and alternatives
should be evaluated to provide the Government with a rapid solution when
disruption occurs, as it happened in 1986. Alternatives include: (a) air
transport; (b) the southern corridor (through Mpulungu in Zambia); and (c)
the Isaka route, with the TRC railroad from Dar-es-Salaam to Isaka and road
transport from Burundi to Isaka. The Government is considering investments
in the construction of two alternative road connections between Burundi and
Isaka.% These alternatives should, however, be carefully compared both
between themselves and with the lake/rail alternative and associated
investments in the Bujumbura port and shipyard already planned.

2.142 Domestic Transport. Road investment has had the largest share in
public investment expenditures in the last five years and, at present,

4/Bujumbura - Kayanza - Kobero - Bukoba; and Bujumbure - Gitega - Ruizigi -
Cankuzo, Bukoba.
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Burundi’s road network is quite adequate for the needs of the country, and
so far appropriately maintained. In order to ensure that this favorable
situation can continue in the future, it is important that new investments
in road construction are not made at the expense of routine maintenance and
periodic rehabilitation of the network as needed. In the context of the
IDA-financed Fourth Highway Project, the Bank and GOB have agreed to
exchange views every year on the size of the highway investment program and
the balance between new investments and maintenance expenditures.
Unfortunately, the imbalance has persisted and is likely to continue: large
investment are being planned, the allocations made in 1987 for maintenance
are about 20 percent lower than what would be required: FBU 450 million
compared with the estimated needs of FBU 510 million. Strengthening the
PIP/PEP preparation, with the help of an economist/planner in the Ministry
of Transport, is expected to help solve this problem in the future.

2,143 Domestic Enterprises. Burundi has a sector actively engaged in
urban and international transport, and two parastatals: OTRABU in charge of
international freight and OTRACO providing passenger traffic services. Both
are facing financial problems and the Government has included them in the
first group of PEs to be rehabilitated. Recent analysis has shown that for
OTRABU to be profitable, it would have to double the volume of freight
handled at present, which would give it a quasi monopoly in the sector
(this despite the fact that part of the company’s operating costs are
currently subsidized by foreign aid). While monopolization is clearly to
be avoided, solutions for OTRABU should be sought by (a) reducing operating
costs, and (b) considering the participation of the private sector in the
company.

2.144 Passenger transport in Burundi is split 50/50 between OTRACO and
the private sector, with OTRACO operating mostly large buses in Bujumbura
and the private sector ~- consisting of about 300 small operators --
handling the bulk of intercity passenger transport and a sizeable share of
the Bujumbura transport. Although there seems to be a fair degree of
competition between OTRACO and the private ::ctor, OTRACO is in fact being
subsidized since it operates with buses provided by foreign donors. In
order to break even, OTRACO would need to increase the urban fare from FBu
20 to FBu 35. This has been resisted by the Government. The options would
be to let OTRACO fix the rate as it seems needed and let it react to the
decline in demand if this occurs, or open to increase competition.
Privatization of OTRACO could also be considered. These options are being
evaluated by the consultant in charge of preparing a rehabilitation program
for the company.
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H. SOCIAL SECTORS

POPULATION

2.145 The issue of population growth is central to the development of
Burundi. By setting a time limit to expansion of agricultural production
by exploitation of land reserves, it dictates the speed at which
agricultural productivity must grow, and technologies change, in order to
maintain and improve food supplies and rural incomes. It also sets the
pace at which (i) employment opportunities must increase to accommodate the
swelling labor force, and (ii) educational, health, and other public
services must expand to improve human resources and the living standards of
the population. The impact of population growth will thus be felt in every
sector, increasingly so with the passage of time. The Government of
Burundi is well aware of the fundamental importance of population issues
and has already begun to develop population policies and programs.

2.146 With an estimated population of about 4,9 million (1986), Burundi
is the second most densely populated country in Sub-Saharan Africa (an
average population density of 180 per sq. km.). The demographic features
of the population are similar to those of other countries in Sub-Saharan
Africa (Table 2.13): a predominantly young age structure (42 percent of the
population is under 15 years), declining mortality and no offsetting
reductions in fertility. Population growth, which averaged only 2 percent
per year during the 1970s, accelerated to 2.8 percent during 1980-85 and is
currently estimated at 3 percent, due in part to the decline in emigration
to neighboring countries.

Teble 2.13: DEMOGRAPHIC INDICATORS, 1979

Burundi  Sub-Soharan

Africa
Life Expactancy (yesrs at birth) 47 47
Infant Mortality Rate (per. thous. live births) 183 146
Crudo Desth Rate (per thousend pop.) ie I8
Tota! Fertility Rate (children per woman) 8.5 6.8
Crude Birth Rato (por thousand pop.) 47 48
Rate of Natural Increase (%) 2.8 8.0

Sources: Burundl: Population and Heslth Soctor Review; IBRD, Acceleroted
Development In sub-Saharan Africa, IBRD; Population Reference Bureau.

2,147 The relatively high rate of population growth is likely to hinder
the Government’s ability to sustain long-term economic growth, raise
standards of living, and improve the quality of human capital. At this
rate of growth, Burundi’s population will reach 7-7.5 million at the turn
of the century. This substantial increase (50-60 percent) over the next 15
years or so will take place irrespective of the Government’s efforts to
introduce family planning, which will take time to produce results. In the
long-run, however, an effective population program can play a major role in
influencing the demographic dynamics (e.g., curbing fertility, the most
important determinant of future population growth, and altering the age
structure) and helping the Government improve the quality of human
resources, through expansion of education, health, and social services.
Moreover, investments in family planning and maternal and child health care
will benefit from impcrtant synergisms: e.g., an increase in birth spacing
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will tend to improve the nutrition status of mother and child; immunization
against measles and protection against diarrheal diseases will help to
alleviate malnutrition. The following paragraphs address the consequences
of population growth on selected socio-economic variables and proceed with
a review of Government efforts in human resources development (education,
nutrition, and health).

Population Growth and Socio-Economic Consequences

2.148 To i1llustrate the potential impact of the introduction of family
planning, a set of three population projections were constructed for the
1985-2015 period 1, (1) scenario I assumes that the Total Fertility Rate
(TFR) 2 remains at the present level of 6.5; (i11) scenario II "gradually
declining fertility," is based on the assumption that the TFR falls to 4.2
by 2010-15 and reaches 2.1 (replacement level) by 2035, a decline which
could be expected from overall improvements in socio-economic conditions;
and (1ii) scenario III, "accelerated fertility decline®, 1llustrates the
potential impact of a strong family planning program, with the TFR
declining to 3.1 by 2010-15 and reaching replacement level by 2025.

Taklo 2.14: PROJECTED SIZE AND GROWTH OF THE POPULATION

Fertility Total Population Aversge Annual Rats of
Asgsumption ¢t (milliong) Population Grouth (%)

1980 2000 29018 1986-90 1996-2080 2000-2016
Constant 6.486 7.440 12.153 8.01 8.05 3.42
Gradual docline 5.486 7.386 10.788 8.0.1 2.90 2.82
Accolerated decline 5.442 6.973 9.209 2.88 2.88 1.77

2.149 Total Size. As the population projections above illustrate,
Burundi’s predominantly young age structure carries with it a substantial
amount of built-in momentum (potential for natural increase). Under
scenario I, the total size would reach 12 million in 2015, representing mutre
than a two and a half fold increase; it would double once again in the
following 20 years. Under scenario II, the population would reach 10.8
million in 2015, doubling in the following 30 years. Under the family
planning scenaric (III), the population would reach 9.3 million in 2015,
doubling in the next 40 years. This last scenario would also lead to a more
favorable age structure: a relative increase in the productive age groups
and a decrease in the dependent groups (less than 15 and more than 65
years).

2.150 Labor Force. As discussed in other parts of this report the
ability of the agriculturael sector to continue absorbing labor force growth

1/A11 scenarios assume a continual improvement in 1ife expectancy and zero
net emigration.
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is being taxed and the modern sector appears unable to generate sufficient
jobs to all entrants. The annual number of individuals entering the
working-age groups is currently estimated at about 65,000 and is projected
to increase to 84,000 and 110,000 during 1990-95 and 1995-2000,
respectively, regardless of the fertility assumption. The effect of the
family planning program on the working-age groups would begin to manifest by
2005, when the births averted by the program would have entered the labor
force. During 2010-15, the average annual number of entrants would be
190,000 under the first scenario, compared with 137,000 under the family
planning one. The net difference in the working-age population between the
constant and accelerated decline scenarios would be only 38,000 by 2005 but
would reach 438,000 by 2015.

2.151 Savings and Investment. Other things being equal, the highest
level of domestic savings and investment are likely to be associated with
lower rates of population growth and a relatively large proportion of adults
in the working-age groups. As mentioned in Chapter I, the rate of domestic
savings in Burundi is lows it averaged 4.5 percent of GDP during 1978-86,
compared with an average investment rate of 16 percent. While rapid
population growth is not the only factor which explains the low domestic
savings, it tends to have a depressive effect on savings, through the
pressure it exercises on consumption, especially if employment an' income
are not keeping pace with population growth. A lower rate of population
growth would free more national resources for capital accumulation and
improvements in the standard of living. The investment rate necessary just
to maintain the average per capita income will be relatively high, given the
prevailing population growth rate in Burundi. As indicated in the table
below, with a population growth rate of 3.0 percent during 1985-2000 (second
scenario), the investment rate would need to be 18 percent of GDP just to
achieve a per capita increase of 1.0 percent.3 Under the family planning
scenario, since population growth would average 2.3 percent during 1995-2000
and 1.8 percent during 2010-15, the same level of investment would lead to
an increase in per capita incomes of 1.7 and 2.2 percent, respectively.

Table 2.15: CAPITAL REQUIREMENTS FOR A GIVEN ANNUAL RATE OF INCREASE
OF PER CAPITA INCOME
(Percontage of GDP)

Parcentagoe increage of Annval Rete of Population Grewth (%)
por_copita income 1.8 2.3 3.0
] 8.1 16.86 13.5
1 12.6 14.86 8.0
2 17.1 19,86 22.5
3 21.8 23.86 27.0

2.152 Projected trends in the age structure under the three population
scenarios will be associated with different investment levels and patterns.
The higher dependency ratios4 projected under scenario I (95 in 2000 and 93

2/TFR is defined as the average number of children that would be born alive
to a woman during her lifetime if she were to pass through all her
childbearing years conforming to the age-specific fertility rates of a
given year. ,
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in 2015) would require higher investment levels in human capital (e.g.,
health, education) than under the family planning scenario (dependency
ratios of 83 and 59 in 2000 and 2015, respectively) since these services
are used disproportionately by the dependent age groups. To illustrate
this point, the investment requirements for Maternal Child Health services
were estimated under the three population scenarios (Table 2.16). Under
~he first two scenarios, the projected increase in the client population 5
would absorb mobt of the increase in recurrent budget funds allocated for
MCH services and make quantitative improvements difficult; such
improvements would require real annual growth rates of 4-6 percent, which
is out of line with the projected medium-term trend in overall recurrent
expenditures (8 percent in current terms). Under the family planning
scenario, however, Government’s goal of providing MCH services would be
made easier, but full coverage would still have to be postponed beyond
2000.

Table 2.16: REQUIRED GROWTH IN MCH RECURRENT EXPENDITURES
(miillons of FBu, 1986 prices)

Conatant coveragse rate Increasing coverage rate
Fortlility 1996 20990 2018 Grouth 1089 2080 2016 Growth
Ageunmption rate rote
Constont 361.7 469.4 781.1 8.1 861.7 687.6 1561.9 8.9
Graduali 381.7 462.4 B681.6 1.8 381.7 843.4 992.8 4.1
Accolerated decline 848.8 370.4 884.1 6.4 848.6 b526.8 626.2 2.4

Family Pianning Policies and Programs

2.153 Burundi has recently adopted a policy to reduce population growth
through the promotion of family planning services, to be provided in the
context of the maternal and child health care program. Political support
has been mounted at the highest level. The Central Committee of the UPRONA
Party adopted an official population policy in July 1983, and Presidential
statements have called attentinn to the imbalance between population and
national resources. Policy and program formulation is, however, in the
initial stages. The Government intends to establish a national Family
Planning Commission, to coordinate, oversee and evaluate all multisectoral
activities, under the forthcoming IDA-financed Population and Health
project. The Ministry of Health has only recently begun the process of
elaborating a coherent set of population policies and an actionable program
with specific demographic objectives and targets: the target of a
contraceptive prevalence rate (CPR) of 14 percent by 1992 has very recently
been adopted. The links between demographic and socio-economic parameters
are not analyzed in a systematic fashion. With the exception of the
Economic and Social Research Institute (CURDES) at the University of
Bujumbura, the present capacity for carrying out this work is still
limited. The demographic unit of the Ministry of Interior (CEDED), which
made important contributions in the preparation of demographic projections
for the Fourth Development Plan, has not yet expanded its program to this
type of analyses.

3/Based on a ICOR of 4.5.



2.154 Supply of Family Planning. The Ministry of Health, with
assistance from UNFPA, has teken initial steps to improve the availability
of family planning services. Until recently, family planning services were
available mainly in hospitals. In 1982, services were introduced in a pilot
project (Muramvya) and havé been gradually expanded to other provinces. As
of December 1986, services were available in 13 of the 15 provinces.
According to one study, 55 percent of the health centers surveyed were
providing some family planning services in 1986, versus only 6 percent
three years ago. ° The mission-administered health centers, however,
promote mainly natural methods of contraception (e.g., rhythm, Billings)
and there are no community-based distribution channels. As discussed in
the health section below, accessibility to services is reasonably good by
African standards.

2.155 It 4s still early to evaluate the effectiveness of the family
planning activities. Given the current low level of activities, the
contraceptive prevalence rate is estimated at only 1.6 percent, which
{mplies that some 13,000 women (aged 20-44) are using modern
contraceptives. According to UNFPA, the contraceptive mix among urban
consumers comprised pills (47 percent), injectables (48 percent), and
IUDs/other (5 percent), while the mix among rural women consisted of
injectables (57 percent), Billings/condoms (18 percent), and pills (16
percent). No information is yet available on other important indicators
(e.g., acceptance and discontinuation rates, woerker performance).

Tabla 2.17 CONTRACEPTIVE USE in 1984, 1988

Numbor of women Contraceptive
contracopbing Provalenco Rate
1984 7,949 1.1
1968 12,796 1.6
of which:
Bujumbura Province 6,889 7.1

Sourco: UNFPA

2.156 Demand for Family Planning. The Ministry of Health, with the
assistance of major donors, has begun to assess and stimulate demand for
family planning. A pilot KAP (knowledge, attitudes and practice) survey of
308 women and 292 men, carried out in 1985, indicated that there is some
unmet demand for family planning but this has not yet been quantified.’
With regard to knowledge, the survey revealed that while 80 percent of
respondents clcimed some prior knowledge of contraception (with Depo

4/Ratio of persons in the dependent ages (less than 15 and over 64) to the
economically productive ages (15-64) of the population.

5/VWomen of reproductive age giving birth in & particular year and children
0-5 years old.
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provera being the most frequently cited modern method in rural areas),
response rates to more specific questions (concerning the female cycle and
lactation) indicate that there are serious knowledge gaps. Concerning
attitudes, the survey indicated that the desired average family size was
6.2, with about one-third of respondents wanting 7 or more children and
another third wishing 4 or less. Stated ideal family sizes were
consistently higher than optimal family sizes recommended by respondents to
other ~ouples, Which indicates a certain awareness of demographic pressure
but not necessarily a willingness to assume personal responsibility.
Questions aimed at asgessing practice confirmed that usage rates are low,
with less than 10 pergent using some form of contraception (including
natural methods), of whom 95 percent were practicing abstinence.

2.157l In the last few years, the Party has launched an information/
education/communications campaign (IEC) to stimulate demand for family
planning at the local level. This effort was, however, hampered by the
limited institutional capabilities of the Ministry of Health to implement a
nationwide IEC program. Under the IDA-financed Population and Health
Project, which is under preparation, the Government is planning to
strengthen the Ministry’s capabilities and to introduce a nationwide IEC
program to generate demand, raise awareness and improve knowledge about the
potential health benefits of and the means available for birth spacing.

Table 2.18: EDUCATIONAL INDICATORS (%)

mole femalos
Literacy Rates (1979) 48.0 26.0
Enroliment Retes (1985/89)
Primary Education 84.0 46.0
Secondary Education 4.8 2.2

Sources: 1979 Consus and Ministry of Education.

2,158 While IEC efforts are important, an expansion of educational and
economic opportunities for women as well as improvements in child survival
will be indispensable in bringing about a reduction in desired family size,
and ultimately in fertility. Despite Government efforts to expand
educational opportunities, literacy and enrollment rates for Burundian
women remain relatively low (Table 2.18). The experience in Sub-Saharan
Africa has shown that smaller desired family sizes are usually associated
with levels of education beyond primary schooling.8 Recognizing that for
the foreseeable future the highest level of education to be attained by
most Burundian girls (and boys) will be primary education, Government has
taken the sound decision to introduce population education in the primary
school curriculum. Other efforts by the Ministry of Women’s Affairs (with
assistance from UNICEF) are planned to ameliorate women’s income earning
opportunities, notably by facilitating their assess to banking credit.
These interventions, however, remain limited in number and scope.
Improvements in child survival, resulting from expansion in health services

6/This survey, covered some 50 public and private health centers, (about one
quarter of all facilities) and was carried out as preparatory work for the
forthcoming IDA-financed Population and Health Project; the numbers must
be interpreted cautiously, however, since services are not standardized
and there is substantial variability in quality.
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and higher socio-economic conditions, should also lead to a decline in
fertility, but this will take place slowly as behavioral responses adjust
with a lagged effect to lower child mortality.

Recommendations

2.159 While the Government'’s overall strategy of promoting birth spacing
in the context of the MCH program is sound, the institutional and policy
framework needs to be considerably strengthened. In this regard, the
following measures are proposed:

- strengthening and expanding the work program of the demographic
unit of the Ministry of Interior (CEDED), with a view to: (a)
developing a data cdollection program (i.e., 1989 Census, an
internal migration study); (b) analyzing the socio-economic
consequences of population growth, in collaboration with technical
ministries (as inputs into the national Plan); and (c) assisting
the Ministry of Health in identifying feasible demographic targets
and, eventually, undertaking an evaluation of the program’s impact.
UNFPA is ready to assist Government in this respect.

- developing specific policy objectives, evaluation criteria and a
surveillance system for the family planning program.

- increasing the availability of family planning services by:
(a) setting up community-based distribution schemes, and
(b) designing a referral system for the mission facilities.

- expanding educational opportunities for women in both formal and
non-formal education programs.

EDUCATION

Goverrnment Objectives and Strategy

2.160 Developments in the education sector in the next few years will be
a function of Government'’s otjective to reach full enrollment of 7-year-
olds by 1987/88 and universal primary education enrollment by 1991/93,
while maintaining a prudent budget policy in the context of the ongoing
adjustment program. To achieve the enrollment goals, the number of new
classrooms needs to average 600-700 per year over the next six ' ~ars
(compared with 300-400 in the past) and the number of teachers w..id have
to increase at about 6-8 percent per year. These objectives are likely to
be achieved if recent performance both in physical and financial terms
continue. Primary education enrollments increased by 49,000 between
1984/85 and 1985/86, and 53,000 between 1985/86 and 1986/87, bringing to
466,000 the total number of children enrolled in primary education in 1987;
the rate of 7-year-old enrollments reached about 75 percent (against less
than 60 percent two years earlier).

2.161 To limit the effects of this growth in the central government
budget, the Government has initiated a number of actions to improve
utilization of resources: (a) the double-shift system is being extended to
the 5th year and will ultimately be extended to the 6th grade in 1988-89;

1/More comprehensive and representative data will be available upon the
completion of a on-going national Health and Demographic Survey in late
1987.
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(b) efforts are being made to reduce the oversupply of teachers in urban
areas; (c) non-qualified teachers are being progressively replaced in order
to offset the negative effects of the double-shift system on the quality of
education; and (d) the construction of new premises (apart from those
covered by externally-financed projects) is taking place solely with the
contribution of local communities.

2.162 To achieve the Government®’s objective of universal primary
education within adequate financial limits (e.g., maintaining the share of
education expenditures in the central government budget at the present 19
percent level) some trade-offs will be necessary. The most important is
the required slowdown in enrollments in post-primary education levels,
notably ip secondary education (whose enrollments increased by 10 percent
between 1984/85 and 1985/86) and in higher education (11 percent in the
first year). At the level of boarding-schools (the most expensive category
of secondary education and largely accounted for by the teacher training
schools -- Ecoles de Formation des Maitres, EFI), enrollments (19,700 in
1985/86) will need to increase to provide the number of teachers needed in
order to achieve universal primary enrollment. Measures to reduce their
unit costs are being prepared.

2.163 Since 1983, the construction of primary schools has been financed
exclusively by contributions from the local communities and external donors
without any financial contribution from the central budget. The rhythm of
school constructic: has, however, continued to rise, leading to the opening
of some 300-400 classes each year. If Government’s objectives are to be
met, there will be a need for additional financial support, specially in
poorer areas, where communal resources are insufficient to allow for the
required construction of educational infrastructure.

2.164 At the secondary level, measures have been taken to reduce the
very high unit costs (about 12 times those at the primary level, and 225
percent of per capita GDP), while encouraging education quality. To this
end: (a) few new teacher recruitments have been made but the non-qualified
teachers have been gradually replaced; (b) tuition fees have been gradually
increased, leading to a transfer of a large part of education costs to
students and/or their families; (c) school gardens have been established
(as well as coffee plants and pigsties) to help alleviate the high unit
cost of boarding schools (food is 25 percent of total cost). Higher
education (which now includes'the new hospital center in Bujumbura) has
unit costs which are 100 times those at the primary level (and 14 times the
per cepita GDP). To decrease these costs, a system of student loans has
been introduced to replace former grants, the student/teacher ratio is
being increased, expatriate personnel are being replaced with nationals,
and research is being reorganized to try to make it profitable.

2.165 Investments in post-primary levels are mainly financed by foreign
aid (60 percent during 1979-83) and this share is expected to increase in
the future (to 79 percent during 1986-87). On the whole, capital
expenditures on education represent about 5 percent of total public
investment.

8/0ne study in Burundi confirmed this general finding; women with post-
primary education had a desired family size of about 2 children less than
illiterate women, while no significant differences were found in desired
family size between rural women with and without primary education. See
J.P. Robatel/Ali4i, Les problemes de population au Burundi, Fribourg, 1977.




Issues

2.168 To achieve the goal of full primary-school enrollment and allow
for the necessary recruitment of qualified teachers within the financial
parameters described above (meintaining the share of education in the
central government budget at 9 percent), the education budget would need to
grow at about 6.5-7 percent per year in nominal terms, while the available
resources for post-primary education level would grow at the maximum of 3
percent per year, which corresponds to the annual salary increases in the
civil service. As a result, real expenditures at the secondary and higher
education levels would have to be frozen. Further enrollment growth could
ohly be possible by reducing unit costs, removing inefficiencies, and
mobilizing alternative resources. Some of these possibilities are reviewaed
below.

2.167 At the primary education level there is room to irprove efficiency
in the following areass high level of substi:iute teachers, unemployed
teachers in the cities, and only part-time use of school principals. There
are also important regional disparities in the quelity of education
provided, despite the gradual extension of the double-shift system and the
replacement of non-qualified teachers; as well as disparities in access to
educational facilities. The average student/classroom ratio has increased
significantly from 40 in 1979/80 to 64 in 1985/86, but there are still
large variations among provinces (ranging between 56:1 to 71:l1). Regional
variations in the student/teacher ratioe (57311 on the average) are even
more evident (between 49311 to 73:11), indiceting that staff allocation do
not keep pace with school construction. Another problem could be that of
the future of children formerly enrolled in the religious centers.

2.168 Concerning cost recovery, the population has made substential
contributions to the construction effort, both in cash, by means of specilal
levies on the adult populetion (FBu 50-200 per parent), and in kind,
through the provision of an unpaid labor force (in particular to transport
materials). The supply of materials falls under one of these categories
depending on whetheyr the materials are purchased (bricks) or not (sand).
Most of municipalities, which do not use the direct levy system £ind it
difficult to finance the supply and transportation of materials (basically
metal sheeting, bricks, and wood) out of their own funds. Moreover, the
quality of the construction work cerried out under the municipalities does
not always guarantee adequate durability of the structures. It is possible
that parents are still willing and able to meke a larger contributions to
the recurrent costs of basic education. The degree of elasticity of demand
is, however, unknown.

2.169 At present, 13 petcent of primary school graduates are accepted
into gecondary education schools. Within the overall financial package
available for education, it will not be posaible to increase this
percentage in the next 5-6 years. On the contrary, in view of the growing
number of students in primery education, it is likely that the proportion
of primary school graduates enterin- secondary education will have to
decline so0 as to limit the overall growth of general secondary education
enrollments at 2 percent per year (compared with 5 percent during 1977-85
and 13 percent during 1983-85), and 3 perecent per year for technical
education (rompared with 8 percent during 1983-85). The question of



distribution of secondary school students among general, technical and
teacher-training courses is also relevant. In the case of teacher
training, the flows to be enrolled are a direct function of the demand for
teachers resulting from the objective of reaching universal primary
education.

2.170 Sources of inefficiency at the secondary education level concern
in particular the utilization of human resources. Teacher workloads are
significantly lighter than the average observed in Sub-Sasharan Africa;
teacher/student ratios are below the African average (1:20 against 1:30);
and a high rate of non-teaching personnel (32 percent) are employed on
administrative tasks and/or on activities related to the boarding schools.
Moreover, some 55 percent of the school meals cost is currently covered by
the World Food Program. If this external subsidy is reduced, alternative
sources of financing will have to be found. In general, when the first
cohorts enrolled during the universal education campaign graduate, a heavy
demand will be placed upon the sedondary system. Trade-offs will have to
be then weighted concerning the priocrity to be given to physical expansion,
quality improvements, and an additional transfer of costs to the users.

2.171 In higher education, several factors contribute to the high unit
costs (and even more, to the cost per graduate): high repetition rates
(e.8.y 51 percent of students of the first year of law studies, 18 percent
of total students in the Schools of Humanities and 22 percent in the School
of Science), sparsely-attended Schools, widely-scattered establishments
with overlapping courses and subjects, and very low teacher/students ratios
(137)., The particular effect of each one of these factors has not yet been
fully determined, and will need to be studied in greater depth. Also, the
combination of social costs (accommodations, food, health, transportation)
and of government loans (respectively FBu 133 million and 305 million in
1986) should receive detailed study.

Recommendations

2.172 The effects of the Government objective to promote universal
primary education in a relatively short period has important consequences
for the overall education system in terms of its human, physical and
financial needs. 1In order to have a global view of all these aspects, the
Government is preparing, with the help of IDA, an overall strategy for the
sector. The strategy will set objectives and targets for the next five
years and cover ways to reduce unit costs at all education levels, slow
down growth in secondary and high education, and increase cost recovery,
particularly in boarding schools.

2.173. In the next five years, the primary education objective overrides
considerations on labor market requirements. This important aspect should,
however, be addressed in order to assess the consequences of the massive
increase of primary education graduates and their absorption into the labor
force. From the financing point of view, a public expenditure program,
including investment and recur;ent expendituree (as well as external and
domestic financing) is under preparation. This progrem will take account
both of the demands resulting from universal primary education (in
particular, training and recruitment of teachers) and of measures to reduce
and recover costs at the different education levels, as summarized below.
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2.174. For primary education, the following are recommended: (i) a
reduction in the teacher substitution ratej (ii) complete absorption of the
excess number of unemployed teachers in the cities; (iii) an examination of
the possibilities for rationalizing the use of school principals’ time;
(iv) harmonization of the conditions of access and quality of services in
the different regions; and (v) better quality control of the buildings
constructed.

2.175 For secondary education: (1) limit the growth of new entrants into
secondary education to 3 percent a year; (ii) refrain from taking
immediate action to increase the capacity of the technical tracks; (4ii)
adopt or reinforce measures designed to increase teacher workloads, raise
teacher/student ratios, and reduce the proportion of non-teaching staff;
(iv) eliminate boarding schools wherever they are not absolutely essential,
through the adoption of a rigorous policy on the geographic placement of
students; (v) implement regular increases (for day and boarder students) in
tuition fees with a view to increasing parents’ contribution to boarding-
school costs, with the objective of raising annual contributions from FBu
6,000 to FBu 8.500 over a 4 year period; (vi) transfer the externally-
financed portion of the school meal costs to domestic financing; and (vii)
improve data on technical education costs.

2.176. It is also necessary to analyze the links between the output of
the education system and the jo? market. The analysis of wage profiles in
the modern sector by qualification and type/level of training can be
carried out shortly, based on data already available. Such data, combined
with information of training costs -- already available for primary and
secondary education and expected in the near future on technical and higher
education -~ would mske it possible to estimate and compare rates of return
for each level/type of training as a measure of demand for education.

2.177 There is also a need to assess the possibility to increase the
role of the local authorities in education and other social sectors. In
particular, they could coordinate primary health care services, MCH and
Family Planning activities, and basic education, all of which affect
overlapping population groups, and could benefit from using common inputs
and infrastructures. For such potential to be exploited, it would be
necessary to strengthen the institutional and fiscal capacities of the
municipalities. In this context, a preliminary study needs to be prepared
with a view to making specific proposals in this direction. Basic
education would be one of the first beneficiaries of decentralization. In
terms of secondary education, the municipalities might offer a joint
response {in both the private and the public sector) to the heavy pressures
that will be brought to bear over the medium term.

9/The available information on higher education is insufficient to propose
actions aimed at reducing its high unit costs. A study has been prepared
which will help the authorities rationalize student flows and regroupings
of subjects which are common to different schools as well as to increase
financial efficiency in the sector. The objectives of the Government over
the next five years include: to reduce the share of higher education in
the education budget from 21 percent at present to 16 percent in 1992, by
means of increasing workload of teachers (from 4 to 8 hours per week) and
the ratio of students per teachers (from 6:1 to 13:1), concurrently with
reducing the present share of non-teaching staff from 37 to 10 percent.
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NUTRITION

Nutrition Status

2.178 Information on nutrition status in Burundi is generally fragmented
and incomplete. National food balance sheets indicate that average
coverage rates of calories (102 percent) and protein (113 percent) are
adequate but that 1ipid coverage rates (46 percent) are grossly deficient.
These averages, however, mask important regional and seasonal disparities -
- 5 of the 11 natural regions are meeting less than 100 percent of their
caloric requirements -- as well as distributional problems, since
increasing numbers of smallholders are finding it difficult to meet their
basic nutritional needs; this is related to declining landholdings, weak
purchasing power and limited off-farm employment opportunities.l Moreover,
part of the ongoing adiustment to increasing demographic pre:sure takes
place through shifting to higher yielding but nutritionally inferior
foodcrops. l

2.179 Information on the nutrition status of the most vulnerable groups
(e.g., 0-5 year olds) has improved in recent years, as the number of
regional surveys (e.g., Imbo, Bututsi, Buyenzi) has increased. Based on
these surveys which, however, only covered some 3,000 children, it appears
that protein calorie malnutrition in children less than five years of age
constitutes a fairly serious problem.2 The proportion of second and third
degree malnutrition in Burundi is about 32 percent (using a weighted
average to reflect sampling sizes), which is comparable to estimates from
Sierra Leone (30.5) but higher than those from Togo (15.3) and Zimbabwe
(21).3 Survey data also revealed important regional variations. The lowest
rates of moderate and severe malnutrition were found in Ruyaga (25.5
percent), a peri-urban area, and the highest in Cankuzo (44 percent) and
Buyenzi (51.7 percent), the latter being one of the most densely populated
provinces. Severe malnutrition ranged from about 2 percent (Ruyaga,

1/For example, the Buyenzi study revealed that while average caloric
availability was adequste, 27 percent of the households (with 7 or more
members) met on the average only 88-92 percent of their caloric

requirements, and 13 percent (with 8 or more members) met even less
(77 percent).

2/Protein calorie malnutrition amongst 0-5 year olds is defined according to
three anthropometric indicators: weight-for-age; height-for-age; and
weight-for-height. Weight-for-age data (used to measure ’underweight?)
are classified according to the Gomez system, which compares w/a to a
reference standard; children who fall below 75 and 60 percent of the
reference are classified as suffering from moderate (2nd degree) and
severe (3rd degree) malnutrition, respectively. Information on height-
for-age and weight-for-height are used to define chronic (long term) and
acute (short term) malnutrition; children who suffer from chronic and
acute malnutrition are said to be ’stunted’ (less than 90 percent of
reference median height-for-age) and 'wasted’ (less than 80 percent of
reference median weight-for-height), respectively.

3/Cross-country comparisons are drawn from PHN Sector Reports prepared by
the World Bank.
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Kinama) to 12 percent (Buyenzi). Height-for-age data also revealed
substantial deficits, with about 52 percent (weiihted average) of the
children classified as chronically malnourished.® The prevalence of acute
malnutrition i(weighted average) was estimated at 4 percent in the Burundi
surveys, whiJh compared to 1 percent in Cameroon, 3 percent in Sierra
Leone, and 8.5 percent in Zimbabwe.

2.180 Recent surveys have indicated that the most severe incidence of
protein calorie malnutrition amongst infants occurs during the weaning
period, beginning at 12 months and sometimes lasting well beyond (e.g. up
to 36 months). It is generally recognized that shortened birth intervals,
resulting from a new pregnancy, often lead to early weaning, with adverse
effects on the nutritional status of the infant and sometimes a fatal
outcome. One survey in Buhonga showed that mortality rates were 2-3 times
higher during the weaning period (12-24 months) than in subsequent months
(24-36). ° A nutrition survey in the Imbo region revealed that the
prevalence of malnutrition was highest amongst the 12-17 month year olds,
with 50 parcent having insufficient weight. 6 None of these studies have
identified the socio-economic factors (e.g., household resources, food
availability, mother’s beliefs and educational level) that explain the
acute nutritional problems during weaning.

2.181 Data on the nutrition status of adults in the Bututsi, Imbo and
Buyenzi studies indicate that 15-20 percent of the men and 26-30 percent of
the (non-pregnant) women were considered underweight (“very thin") for
their height. Of particular concern is the proportion of mothers who are
underweight since this affects the nutrition status of the child they are
breast feeding. For example, the nutrition status of infants 0-6 months
was found to be considerably better in Bututsi than in the Imbo, where 11
percent «f mothers were classified as'very thin, compared with 16 percent
in Imbo. Specific nutrition problems identified in some studies include
anemia, goiter and vitamin deficiencies (e.g., vitamin A). In the Imbo
region, for example, anemis is a particularly scute problem for women in
the reproductive age groups (the prevalence of moderate and severe anemia
was 30 and 8 percent, respectively); this is partly attributed to the high
prevalence of infectious diseases which hinders the absorption of
nutrients.

Nutrition Policies/Programs

2.182, The Government’s approach to nutritiun is focused on the need to

expand domestic production but neglects inter-sectoral issues linked to the
causes of malnutrition (e.g., differential access to land). The process of
establishing objectives and targets is just beginning; preventive nutrition

4/This data must be interpreted cautiously, keeping in mind recognized
measurement problems (e.g., difficulty of assessing height); for
comparison, chronic malnutrition was 18 percent in Liberia, 24.2 percent
in Sierra Leone, 27.9 percent in Zimbabwe and 61 percent in Madagascar.

5/Study cited in Etudes Preliminaires a la Situation de la Femme et de
L’enfant au Burundi, Curdes, June 1985,

6/Enquete Nutritionnelle Imbo-Nord et Centre, Ministry of Health, July 1985.
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programs, targeted on the most vulnerable groups (infants and women in the
reprodactive age groups), reach only a small proportion of the population
at risk (table 2.18) and include mainly growth monitoring and some
education activities. Health centers operated by the religious missions
have better coverage rates and experiment with innovative nutrition schemes
(e.g., kitchen gardens are used to promote both better agricultural
practices and improved nutrition). Until 1986 Catholic Relief Services
supported a feeding and education program which served some 82,000 children
and mothers, (with an additional 11,000 recipients in food-for-work
programs), but the closing down of this operation has exacerbated the
situation. The development of culturally acceptable and financially
affordable weaning foods, to address the serious malnutrition problem
during the weaning period, is taking place on a very small scale; no
nationwide effort has yet been mounted to disseminate information
corcerning the preparation of weaning foods and the special nutritional
needs of infants. Similarly, no specific interventions have yet been
envisioned to deal with goiter, anemia and various vitamin deficiencies
even though fairly standard and inexpensive technologies are available,
which could have a considerable impact.7

Recommendations

2.183 While it is difficult to form a coherent picture of the nutrition
status of the population based on the fragmentary information presented
above, the following four actions should be considered:

- elaborating a national program targetted on the most nutritionally
vulnerable groups should be the main priority; in this respect,
Government might consider two broad policy options: (a) setting up
a domestic feeding program, using local resources and relying on
the communal administrative structure, and/or (b) seeking external
food aid to cushion the negative impact of the withdrawal of the
CRS program; inspite of the well-known pitfalls associated -ith
food aid, in the short-run, well-targetted interventions coulu be
effective, especially until a viable national program would be put
in place.

- establishing an institutional unit with responsibility for
coordinating agricultural, heslth and nutrition policies; the
optimal location of such a unit (e.g., in the Planning, Health,
Agriculture ministry) remains to be determined by Government.

- reinforcing the nutrition cell of the Ministry of Health, which has
been instrumental in carrying out recent surveys, with a view to
broadening research activities and translating these results into
operational objectives and targets.

- improving nutrition information, with particular emphasis on
regions (e.g., Buragane, Mosso, Buyogoma) of which there is

7/0ne study carried out in Indonesia revealed that the productivity of
workers who received iron supplements over a 2-month period increased by
15-25 percent. The productivity increase was estimated to be worth $260
for each dollar invested in iron supplementation.
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relatively inadequate knowledge, and to determinants of
malnutrition during the weaning period. Household surveys such as
Buyenzi with both agricultural and nutrition components are good
models to follow.

HEALTH

Health Status ,

2.184 Morbidity patterns in Burundi are similar to those prevailing in
other countries at comparable socio-economic levels. According to
epidemiological bulletins (1981) thHe most prevalent communicable diseases
among children were: malaria (43 percent), acute respiratory infections (25
percent), measles (15 percent) and intestinal disorders (diarrhea and
dysentery). The most recent public health problem plaguing Burundi is the
Acquired Immuno Deficiency Syndrome (AIDS), with high seropositivity rates
in Bujumbura and somewhat lower ones in rural zones. The principal causes
of mortality, reported in hospitals, which represent about 85 percent of
the total deaths (1981) were: infectious and parasitic diseases (51
percent) respiratory tract infections (13.5 percent), perinatal related
factors (6 percent), and digestive/nutrition related problems (l4 percent).
There is no information on maternal mortality but it seems that this is a
problem which has been somewhat neglected. The rate of complications from
pregnancy and delivery was about 13 percent for hospital reported cases
(1985), which reprecent about a quarter of all deliveries; according to
some analysts, rates might, however, be as high as 20 percent, especially
in home deliveries. Complications of pregnancy and childbirth, in
association with low socio-economic and health conditions, tend to result
in large number of female deaths. Data from the Prince Regent Charles
Hospital for 1980-82 substantiate the synergistic effect of poor health and
nutrition status and confirm the severity of the malnutrition problem,
which was discussed in the previous section. Children whose primary and
secondary diagnosis was protein calorie malnutrition had a Case Fatality
Rate (CFR) of about 40 and 37 percent, respectively. 8

Health Policies and Programs

2.185 The Government'’s health strategy, which is in accordance with the
Alma Ata declaration of providing ’health for all’, is to |.omote the
development of social and preventive medicine, increase health coverage,
and improve the standard of living, particularly in rural areas. This would
be accomplished through: decentralization of services, improvements in
health infrastructure, programs against communicable diseases, environmen-
tal hygiene, health education, and personnel training. Given the epidemio-
logical patterns described above, MCH/FP interventions should have the
highest rates of return in terms of morbidity and mortality reduction. It
is therefore encouraging that the Government has made an impressive effort
to improve access to and availability of these primary health services.

8/The CFR refers to the proportion of persons contracting a disease who die
of that disease.
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2.186 Access, Distribution and Utilization. By African standards,
Burundi is relatively well-off in terms of access to health care:

61 percent of the population has access to a health center within a 5 km.
radius and 74 percent within a 6 km. radius.10 The reasonably good access
is due to the small size of the country, its dense population and a
generally well developed health infrastructure. The health infrastructure
comprises 31 hospitals and about 200 health centers/dispensaries; 16
percent of the hospitals and 30 percent of the health centers are operated
by religious missions, under guidance and support of CARITAS, a
coordinating agency for these health facilities. The distribution of
facilitles, personnel and equipment is skewed in favor of urban/regional
hospitals. There are currently no well-established norms to ensure an
equitable distribution of resources. Utilization rates are particularly
low for hospital in-patient care (somewhat less than 50 percent) and
maternity care (approximately 30 percent), but it is unclear how mu.h of
this is due to supply-related factors (e.g., availability of services in
other facilities, shortages of personnel and equipment) and to demand-
related causes (need, intensity of use, and cultural acceptability).

2.187 Primary Health Care -- availability and coverage. Immunization
against communicable diseases is the most widely provided MCH service., In
fact, the Burundi Expanded Programme of Immunization (EPI) has been cited
as one of the most successful national public health activities in Africa
by a USAID assessment team. This is partly attributable to the well-
developed health infrastructure and to the logistical and supervisory
system established by the Ministry of Health. The EPI, initiated in 1980,
reached an access rate of 75 percent and a coverage rate of 60 percent in
1986, compared with 20 and 11 percent, respectively, six years earlier.ll
While these achievements are impressive, the coverage rates have so far
been insufficient to have a discernible effect on morbidity/mortality rates
at the national level, with the possible exception of measles (e.g., the
number of cases in 1984 dropped to half as many as in 1981). 12 1n 1985 the
EPI program became part of a larger effort to combat childhood communicable
diseases (CCCD), which includes diarrheal/disease control and malaria
treatment. Other MCH services (prenatal care, growth monitoring) have been
introduced only recently in public health centers/dispensaries, in the
context of a UNFPA-financed MCH/FP program; a pilot program to train
traditional birth attendants, which perform 75 percent of all deliveries,

9/Accessibility refers to proximity to a health center and ability to pay
for services. Since information on ability to pay in Burundi is not
available, accessibility is defined in the former sense.

10/This figure may overestimate effective accessibility, as it neglects the
nature of the terrain that individuals need to travel.

11/Access refers to proximity to a health center which provides vaccination
services; coverage is expressed as the number of vaccinated children to
the population at risk (0-2 year olds).

12/The impact on morbidity/mortality is difficult to quantify since the repor-
ting system is not fully developed; in the short run, in fact,
improvements in reporting can actually lead to increases in the number of
cases. It is estimated that the coverage rate must reach about 80 percent
before the morbidity and mortality impact is reflected in the reporting
system.
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is being planned by the Health Ministry, with a view to reduce delivery-
related complications. Inspite of the overall expansion in MCH services
coverage rates remain low, especially in public facilities (table 2.18).
Moreover, there sre great variations in the quality of services, due to
insufficient training, occasional shortages of medical supplies, poor
physical condition of some facilities and lack of systematic supervision
from the central and provincial levels. Aware of the potentially serious
impact of AIDS on mortality (children and young adults) the MOH has very
recently set up a national committee; WHO has prepared a control program;
and under the World Bank’s PHN project which is under preparation, AIDS
related information will be disseminated as part of the IEC component.

Table 2.19 MCH SERVICES: AVAILABILITY AND COVERAGE RATES a/

Avellabilit Coverage
}
Typo of Service Public Miosions Public Missions Average
Pronatal 97 94 35 108 56
Deliverios 20 33 24
Congultation of
sick children t 33
Well baby clinic visits 76 68 76 8¢
Nutrition activities 24 88

8/ Availobility refers to the provision of different types of services in health
fecilities. Coverage 18 s mossure of the oxtent to which the services
rondered cover the potential need for theso services in a community; it is
oxpressed as a rotlo between the number of services rendered and the aumber of
instences in which the service should have been rendered.

Sourco: Santo Maternelle et Infantile, Planification Femiliale, Ministry of
HeaTth, December 1986.

Health Financing

2.188 Recurrent expenditures. Between 1981-85, recurrent expenditures
on health increased by 13 percent per annum (in real terms), with the
share of the central government budget being maintained at about 5 percent.
During 1984-85 there was a particularly rapid annual expansion (21 percent
in real terms) due to increases in personnel and medicine. Total public
expenditures on health have averaged less than one percent of GDP, which is
comparable to that in other low income countries (e.g., Uganda 0.83,
Ethiopia 1.09, Sri Lanka 1.9). The total per capita expenditure on health,
including external financing, was estimated at US$6 in 1986. The
allocation pattern of recurrent expenditures has favored urban and
secondary/tertiary level services. The share of personnel in total
recurrent expenditures has averaged a reasonable level of 56 percent during
1982-86. In 1985, the hospital sub-sector (of which only a small
proportion represents primary care) absorbed 80 percent of total resources,
while only 20 percent was available for primary level services. Bujumbura,
which accounts for 12 percent of the population, received 50 percent of the
medical supplies and has 20 percent of the paramedical perscnnel. While
this skewed allocation is common in many developing countries, a larger
share should be allocated to primary health care if Government’s stated
objectives are to be met.
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2.189 Public Investment Program. The 1983/86 Public Investment Program
(PIP) included 17 projects totalling FBu 4.4 billion, of which foreign
financing covered Fbu 3.1 billion. The implementation rate over this
period is estimated at about 70 percent. The hospital sub-sector continued
to get the largest share of the program (70 percent), of which the Kamenge
Teaching Hospital represented 36 percent. Domestic financing was allocated
almost exclusively to the hospital sub-sector, while community funds were
mobilized for health center construction. Training related investments (12
percent) and various primary health care programs (18 percent) received
about 30 percent of the total. This allocation pattern of investment, in
favor of secondary and tertiary leve. care, is clearly inconsistent with
the Government’s stated policy objective of providing the rural population
with basic health services.

2.190 The 1987 Investment program of the Ministry of Heaith includes 18
projects (14 new ones) with a total value of FBu 722 million. Most of
these projects have no feasibility studies. No distinction has been made
between domestic and foreign sources of financing, and the associated
incremental recurrent costs have not been estimated. Out of this list,
only two projects were retained in the 1987 budget (voted by the National
Assembly): Gitega Laboratory and the Equipment of Health Centers,
representing abouc FBu 40 million. The remaining projects will, probably,
be gradually phased in the next five years. Close to 70 percent of the
value of the proposed projects is for hospital construction, rehabilitation
and extension, and modern technological equipment. Some hospital
rehabilitation is justified (e.g., Prince Regent Charles), but at least
three other projects being proposed by the MOH appear to be of a relatively
low priority: construction of polyclinics for physicians (Fbu 80 million),
purchase of radiological equipment (FBu 141 million), and extension of
specialized hospital services (FBu 36 million). While all tiers of the
health system need strengthening, the primary health network, which is
expected to serve as the vehicle for the provision of MCH/FP services,
should be accorded priority, based on cost effectiveness and equity
considerations.

2.191 It is likely that shortfalls in recurrent funds will hinder the
operation of newly constructed facilities. For example, assuming an
incremental recurrent/capital ratio of about 20 and 15 percent for urban
and rural hospitals, respectively, the recurrent costs to sustain the five
new hospitals constructed during 1983/86 would be about FBu 573 million,
and FBu 224 million, excludirz the Kamenge Hospital, which is included in
the budget of the Ministry of Education. However, even the FBu 224
million, represent a 24 percent increase in the 1985 ordinary budget of the
Ministry of Health. Assuming that the share of Health in total Government
expenditures remains constant at 5.1 percent, the recurrent budget of the
MOH is unlikely to be able to sustain the recurrent costs of recent and
planned infrastructure investments and at the same time protect budgetary
resources for priority areas (e.g., EPI, MCH/FP).

2.192 Sources and Modes of Health Financing. Historical data on sources
of health sector financing is incomplete, especially with regard to the
local communities. During 1985/86, external financing covered about 20
percent of total health recurrent expenditures, the central government
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about 44 percent, and the private sector/religious missions financed the
remaining 36 percent (Statistical Appendix, Table 9.4). External financing
included multilateral (e.g., UNFPA, UNICEF, USAID, WHO, WFP) and bilateral
(e.g., Algeria, Belgium, France, Saudi Arabia, West Germany) assistance.

2.193 As mentioned above, the religious missions play an important
complementary role in the provision of health services and represent about
8 percent of total recurrent expenditures (1985/86). The introduction of
relatively high user fees (e.g., in comparison to public facilities) has
enabled mission facilities to recover most of their operating costs; under
the forthcoming IDA-financed Population and Health project, the Ministry of
Health will be experimenting with similar financing mechanisms in public
facilities. Efforts to take over these facilities would imply an
additional administrative and financial burden which the Ministry can not
easily absorb. '

2.194 Information concerning the level and nature of the contributions
made by the local communities is not available. In recent years, some
communes have participated financially and in kind (e.f., community
volunteer work) to ensure provision of basic health services. Two examples
are the community participation in the EPI programme (e.g., picking up
petroleum costs for refrigerators) and the construction ~f 27 health
centers. Not all comfiunes, however, have the financial means to contribute
to health sector financing. This underscores the need for designing and
experimenting with different modes of financing.

2.195 Currently, there are two public insurance schemes: the Mutuelle
for government employees and the 'carte medicale’ for the population at
large. The Government’s contribution to the Mutuelle has doubled from
about FBu 60 million in 1982 to FBu 140 million in 1985, representing 10
and 15 percent, respectively, of total health recurrent expenditures. This
increase is of concern since scarce public resources are used to subsidize
the insurance coverage of a relatively small number of civil servants. With
regard to the ’carte medicale’, it appears that the revenues generated
cover only a very small proportion of total costs. A Bank-funded Health
Financing Study, currently underway, is intended to review, assess and make
recommendations on existing and alternative financing schemes, both
individual insurance schemes, and mechanisms for health center operations.

Recommendations

2.196 While important strides have been made in policy formulation and
provision of services, to expand health coverage and to raise the quality
of services, further actions are required in the following areas:

(1) Maternal Child Health/Family Planning Program.

- strengthen the network of health centers, to serve as a vehicle for
the MCH/FP program;

- establish criteria for health center construction to ensure that
new construction is limited to unserved rural areas;
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- improve availability of services by removing rigidities (e.g.,
providing services at all times to clients);

- increase the internal efficiency of the system by: (a) standard-
izing services; (b) integrating vertical programs (e.g., EPI);
(c) improving targetting of high-risk groups; and (d) strengthening
the institutional capacity in terms of planning, record-keeping and
evaluation,

Qualitative deficiencies, which relate to the poor physical condition of
some health centers, inadequate staff training, occasional shortages in
medical supplies and a poorly developed health education program are being
tackled by the Government with assistance from IDA, who has a Population
and Health project under preparation.

(11) Resource allocation.

- increase the share of MCH/FP activities in the health seztor budget
in relation to the hospital sector;

~ avoid additional hospital construction and expensive
rehabilitation/equipment, especially in light of low utilization
rates and high recurrent costsj;

- mobilize and direct external assistance to cost-effective primary
health care interventionsj

- improve allocation of resources ty: (a) elaborating well-defined
rorms and standards; (b) separating the budgetary allocations for
secondary/tertiary and primary level services, to improve knowledge
and better control of flows to specific functional and geographical
areas; (c) reviewing the insurance scheme for civil servants
(Mutuelle), with a view to improving efficiency and reducing costs;
and (d) improving the quality of the PIP/PEP in the health sector
by defining criteria for priority investments, incorporating all
sources of financing and analyzing recurrent cost implications of
new investments.

(1v) Information/data base. In order to support policy and
program formulation the following areas should be analyzed:
(a) determinants of infant, child and maternal mortality; (b) financial
viability of hospital sub-sector; willingness and ability to pay for health
services among the rural population and urban poor; (c) operational
experimentation with alternative modes of health financing; and
(d) financial capacity of conmunes to expand their involvement in health
care,
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\
I. DOMESTIC RESOURCE MOBILIZATION

Mobilizing Private Savings

The Financial Sector

2.197 Burundi’s financial sector comprises 7 banking institutions and 8
non-banking ones. The banking sector includes the Bank of the Republic of
Burundi (BRB), the central bankj three commercial banks 1 all majority
Surundi-owned; and two development banks: BNDE and SBF (Societe Burundaise
de Financement), both majority govermment-owned. The non-bank financial
sector includes two insurancd companies (SOCABU, publicly owned and a
recently established private firm with foreign capitsl), a public sector
savings institution (CAMOFI), a savings institution (CADEBU), a social
security fund (INSS), a postal checking system (CCP), a holding company
(formed jointly with Libya), and a fund for investing in and lending to
financial institutions -- Fonds de Promotion Economique (FPE). Since 1985,
rural credit cooperatives, (Caisses Coopratives d’Epargne et de Credit,
COOPECs) began to be created with French technical assistance. These
cooperatives are not accredited by the Central Bank and come under the
Jjurisdiction of the Ministry of Rural Development.

2.198 The Government, together with other public sector institutions,
has a dominant position in the financial system, controlling interest in
all financial institutions. In the commercial banks, public ownership
represents close to 50 percent of their capital, needing Burundese private
shareholders to marshal a majority. Foreign shareholding is limited to the
commercial banks (49 percent in two banks and substantially less in the
third one) and to BNDE through three foreign government aid organizations
and the European Development Bank.

2.199 There is, in principle, a certain degree of competition within the
financial system. The commercial banks compete with each other and with
BRB, CADEBU, CAMOFI, and CCP for public sector deposits, with CADEBU and
CPP for private sector deposits. On the credit side, development
institutions participate in short-term credit, namely coffee financing,2
while commercial banks are required to allocate a portion of their
resources to medium-term credit. However, the competition is distorted in
several ways: (a) a compulsory savings scheme allocates in effect more than
80 percent of individual savings to CADEBU, (b) BRB regulates deposit and
lending interest rates; and, most important, (c) financial institutions are
differentiated in terms of the interest rates they pay on government paper.
Moreover, the instruments of monetary and credit policy are cumbersome and
inefficient, as discussed later in this section.

2.200 Financial situation. With one exception, financial institutions
are in a fairly sound condition. Capital funds are adequate, rates of

1/The Banque de Credit de Bujumbura (BCB), Banque Commerciale du Burundi
(BanCoBu) and Banque Belgo-Africaine (BBA).

2/8ince 1983, BNDE and SBF (and then CADEBU since 1986) participate in the
financing of the coffee campaign, which was previously of exclusiv
competence of commercial banks. In 1986, they were allocated 34 percent of
that financing.
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return reasonable in general, and the problem of non-performing loans still
manageable. CADEBL is a special case which requires immediate action. The
institution was saved from certain bankruptcy by the introduction in 1976
of a compulsory savings scheme which increased its resources considerably
but its situation is very difficult. Its management is very weak, and the
exact situation of CADEBU is not known. Profits as stated in the annual
report are probably fictitious, the accumulated losses may well exceed 10
vercent of the deposits, and the capital remains insufficient. A full,
independent audit of CADEBU is urgent and must precede the preparation of
any rehabilitation plan for the institution.

2.201 There has been excess liquidity in Burundi’s financial system for
some time. Since 1981, the proportion of rediscounted credit declined from
21 percent to less than one percent in 1985. In 1986, the use of
rediscounting was minimal even during the coffee campaign. This liquidity
is accounted largely by substantial deposits of 10-15 public sector
institutions, which account for the bulk of the 45 percent of the total
deposits held by public enterprises. These deposits, divided between the
BRB and commercial banks (two-fifths each) and CAMOFI (one-fiich), could
become highly volatile if those enterprises were permitted to subscribe
interest-rate competitive government securities. Given the Government’s
objectives to reduce its indebtedness towards the central bank, the
transfer of liquidity from cash-rich PEs to the central budget through the
purchase of Treasury bills is a real possibility. Such shift of resources
could amount to about FBU 3-4 billion, which would shrink the deposit base
of the financial system by 20-25 percent. This would, however, have no
consequences for the central bank, and would create limited difficulties
for the commercial banks, which are highly liquid at present, but could
pose serious problems for CAMOFI. There is a possibility that CAMOFI could
try to compete in the more competitive environment, but it would be
extremely difficult. The financial situation of this enterprise needs
therefore to be reviewed.

2.202 On the credit size, there are some problems. OCIBU, having now
large amounts of liquidity, is able to finance part of the coffee campaign
out of its own funds, which would reduce participation of the financial
institutions in coffee financing ~- an operation which is slmost costless
and riskless. At the same time, some of the companies invoived in import
trade and retailing may face financial difficulties following the import
liberalization and increased competition. The medium- and long-term credit
area is, however, the most preoccupying. More than 30 percent of the total
credit is medium and long-term, of which 60 percent has been extended fer
housing. The public housing company (SIP) is having difficulties in
meeting its commitments, because of the inability of the Government to
transfer in time to the company the housing payments withheld from civil
servants salaries. In the private sector segment of the housing market,
the glut of medium- ard high-priced houses in Bujumbura raises a doubt on
the ability of some borrowers to reimburse their loans.

Policy Issues |

!
2.203 One of the main probiems of Burundi’s financial sector is the
heavy regulatory environment in which it operates, which hinders its
efficiency and competition among the financial institutions. Some of the
main points are reviewed below.
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Interest Rates

2.204 At present, there are four categories of interest rates, excluding
the rate on the unofficial market. Of the four categories, only one is
entirely free and determined by market forces: the rate at which financial
institutions lend each other their excess liquidities on the call money
market, for which no information is available. The interest rates on
rediscountable and non-rediscountable credits and the rediscount rate are
regulated by the central bank. Until recently, different rates were
applied to different financial institutions but the scale has now been
simplified and unified. The most serious drawback of the system, apart
from the arguments in favor of a liberalization of the interest rates, lies
in the delays in adjusting the scale to changing circumstances.

2.205 In August, 1986, as part of the Stand-by arrangement negotiated
with the International Monetary Fund, the BRB introduced a new interest
rate structure, with a view to raising rates to a real positive level. It
raised the minimum deposit rates by between 3 and 5 percent for most
categeries of time deposits,; but by up to 8 percent for others (Statistical
Appendix, Table 6.4); minimum renuiieration on one year deposits was raised
to 12 percent. Maximum lending rates were generally raised less than
deposit rates. Interest rates for non-rediscountable loans were raised by
1 to 5 percent (to between 12 and 20 percent), and rates on rediscountable
loans by 2 to 6 percent (to a range of 8-17 percent). Discount rates were
set at a range of 7-16 percent. Moreover, demand deposits of over FBu
100,000 (about US$830 equivalent) were remunerated at 3 percent.

2.206 The new interest rate structure led to several problems. As the
minimum remuneration on term deposits was equal to, or exceeded, the
maximum charge on most loans, banks were reluctant to accept new deposits
or renew old ones. This situation was aggravated by the lack of a
mechanism (e.g., T-bills), to mop up excess liquidity. As a result, the
term deposits in the commercial banks decline< from FBu 2.5 billion at
end-1985 to FBU 0.8 billion at end 1986. Furthermore, the uncfficial
financial market among both firms and financial institutions became more
attractive. In April 1987, the interest rate structure was revised again,
lowering the rate on demandd deposits to 2 percent and most of the other
rates, which now range between 3-7 percent for deposits and 1i 16 percent
for non-rediscountable credits.

2.207 While this step was adequate, taking into account the much lower
inflation rate in 1986 (1.8 percent), it should be noted that revisions of
the interest rate structure are cumbersome prccedures which take time and
always involve some degree of arbitrariness. To make the financial sector
efficient, the central bank should be encouraged to let the financial
institutions and market forces determine freely their deposit and lending
rates. As a minimum, rates on non-rediscountable credit and on demand
deposits should be deregulated and the other rates linked to a central
rediscount rate. This would enable the central bank to change the whole
scale rapidly by moving up or down the central rediscount rate.

2.208 Interest rates on advances to the Government are determined by
agreement between the Government and the central bank. The rate is agreed
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upon at the beginning of each financial year for ordinary advances (which
must be repaid before the end of the year) and case by case (and once for
all ) for longer-term advances, generally to finance the investment budget.
The system is overly complicated and consideration should be given to
merging all types of advances, with a ceiling consistent with the financial
program of the Government. The rates .ould be determined by reference to
the central rediscount rate or better to a market oriented Treasury bill
rate.

2.209 Interest rates on Government paper. The interest rate on some
FBu 5 billion of Government securities held by financial and quasi-
financial insticutions is another crucial issue., These institutions
accpunt for 20 percent of the use of funds by financial institutions. They
have been issued to selected institutions at different interest rates which
afe negotiated between the Minist.y of Finance and the purchaser and seem
to bear no relation with the maturity of the securities and the conditions
of the market. For example, rates on Treasury bills (tax free and not
negotiable) range from 4 to 8 percent. Investment bonds with a seven year
maturity (subscribed by the commercial banks in 1985, by CAMOFI in 1986,
and by SBF in 1987) bear interest rates which vary between 4.675 percent
for the commercial banks, 8 percent for CAMOFI and even higher for SBF.

2.210 The system represents a major obstacle to fair competition in the
financial field and a costly way to subsidize specific institutions.
Moreover, its cost to the Treasury is substantial in terms of interest
overpayments and losses of tax revenues. There is a clear need for reform
in this area, and the Government should replace the existing arbitrary
arrangements by an open auction system. Treasury bills (3-6 months maturi-
ty) could be sold at monthly aucticn open to all financial institutions and
be granted no tax advantages. Investment bonds would be sold at a unified
and gross interest rate. The issue of those bonds could be enlarged to the
general public and the commercial banks should be given the option to
purchase the bonds to meet their medium-term credit obligation. This would
also provide the financial institutions with a safe and convenient vehicle
to invest their excess liquidities.

Monetary and Credit Policies

2,211 Monetary and credit policies include limitations on financial
sector’s net claims on Government and on outstanding credit to the economy.
The authorities ulso aim at directing credit toward priority projects. In
addition to the interest rate regulation, policy instruments include (1) a
system of a priori authorization for new loans for clients whose individual
credit has exceeded FBU 10 million; (41i) a rediscountable medium-term
credit requirement; and (1ii) a liquid assets catio.

2,212 The prior authorization system, in theory aimed at insuring that
the credit is sound (and not to limit global expansion of credit), has
severdl shortcomings. Requests are often rejected without explanation and
authorizations may take;up to three months. In giving prior authorization,
BRB also decides whether the loan can be classified as rediscountanle, an
important factor in computing liquid asset ratios and medium term credit
requirements. The system is cumbersome, slow, and open to arbitrary judge-
rents. It should be dismantled and replaced by a system of reserve requir-
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ements, straight or marginal, should the need arise. The procedure of
rediscountable credit should also be simplified. A criterion to determine
rediscountable credits by nature should be prepared and the responsibility
for such classification should be left to the financial institution. Only
doubtful cases would be submittedi to BRB.

2,213 The method of computing the minimum rediscountable medium-term
credit ratio3 is conceptually weak and the penalty in case of deficiency
queastionable. For example, medium-term credit must represent at least

8 percent of demand deposits but only 4 percent of time deposits with a
maturity exceeding two years. The penalty, in the form of an interest free
deposit requirement, seems to be unfair to the banks and may hinder savings
mobilization; moreover, the requirement that the amount of the penalty
should be deposited at CAMOFI, provides CAMOFI with {nexpensive resources
4t the cost of the commercial Lanks. The computation should be simplified
and the banks given the choice, if they do not find acceptable credit
opportunities, to invest part or all of the required amount on special
investment bonds at relatively low interest rates (but not free) or in
medium-term interest-paying deposits with financial development
institutions. :

2.214 The liquid assets requirement has been set too high and should be
iowered. Banks at present have no choice once they have exhausted their
credit opportunities, but to deposit in a non-interest bearing account with
the central bank any additional deposit they may receive. In order to
improve their acceptance of new deposits (now bearing a minimum 2 percent)
they should be offered shori-term investment instruments (Treasury Bills)
as suggested earlier,

Guarantees

2,215 The current system of guarantees discourages the incentives for
the commercial banks to finance development projects. Under the revised
Code Foncier, in effect since January 1987, the Govermnment will have a
prior claim on all guaranteed property (ali guarantees in Burundi are on
mortgages), even when the state has not previously laid :laim to the
mortgage. Under this system, a bank may have held a mortgage as a
guarantee on a loan for 10 years, but if the debtor has financial problems
with both the bank and the state (e.g., taxes), the Treasury automatically
has the prior claim, with no ceiling. In the past, the Treasury’s right to
preempt the guarantee was limited to debts towards the state accumulated
over a relatively brief period of time so that, although a guarantee’s
value was affected by this right, the banks could still count on a
significant portion of the mortgage. The new system is expected to have a
negative impact on bank lending, since the banks consider the new situation
to be equivalent to lending without a guarantee.

i

3/This percentage was established in 1978 at 8 percent of the sum of the
following deposits: 100% of demand and time deposits of less than one
year; 75% of deposits of 1-2 years; 50% of deposits of more than two
years; 100% of documentary credit deposits.
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Determinants of Financial Savings Level

2.216 It is not clear at which level real deposit rates should be fixed.
The problem is complicated by the fact that domestic inflation has
fluctuated considerably from year to year (between 22.2 percent and 2.5
from 1981 to 1986). The low level of cash incomes is an important factor
explaining the low level of financial savings, and the impact of real
interest rates on savings may be less than expected. Moreover, as
financial intermediation costs are typically high in an undeveloped economy
such as Burundi, an appropriate lending interest rate policy may be
incompatible with positive real deposit rates rigidly determined. 1In this
context, more adequate rates would be established if they were allowed to
res?ond more freely to the market conditions.

{ Table 2.2¢: TERM AND SAVING DEPOSITS, 1981-88
(end-year, millions of FBu)

1981 1982 1983 1984 1986 1988

Individuals 1482 1616 2077 2392 2263 2845
Privote enterprises 137 132 876 898 547 463
Public sector 1650 2191 2818 2268 2801 1266
Other 188 31 132 94 119 34
Total 3366 3879 5621 8443 8729 4437
By financlal institution:
Commercial Banks 1194 1463 2818 2227 2432 881
CANMOFI 769 1067 1932 11069 1408 1367
CADEBY 1402 1361 1751 2107 16899 2247
(Compulsory savings) (1324) (1328) (1723; (2080) (1856) (2208)
(Voluntary savings) (99) (32) (28 27 (34) (41)
Memorandum item:
are o U on individual
savings (%) 94.8 89.8 84,3 88.1 88.8 86.9
Real interest rates 1.1 -8.8 1.2 ~7.4 3.3 7.8

Indox of private financial
gavings in r.t. (1981=1¢q) 109.9 96.9 121.7 121,68 108.8 124.1

Sourca: Bank of the Republic of Burundi

2,217. Other factors have an important role in attracting small savings
4n Burundi such as easy access to the savings institution, security of the
deposit, and trust in the institut'on. In the past, CADEBU had the major
role in capturing private savings, since a compulsory savings scheme was
introduced in May 1976. Under this system, 5 percent of the salaries of
all workers in the public and private sectors is withheld at source for
deposit in CADEBU for three years. Traders must also participate in this
c?mpulsory scheme. Each trader must pay between FBU 2,500 and FBU 15,000
to receive a professional card, which is renewable annually. (Parmers’
participation (FBu 500 worth of savings bonds each year) has been abolished
by the new Government in early October 1987.) After three years, savings
of the first year are reimbursed to civilian workers; armed forces
personnel collect all the amounts saved during the preceding three years in
one lump sun at the end of the three year period. CADEBU operates through
its ten branches. The commercial banks have also branches open to the
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public in & total of eight towns, including Bujumbura. As shown in the
table above, CADEBU is by far the most important channel of the private
savings. It has been using them to finance consumer loans, commercial
building construction, ‘and housing. Due to administrative difficulties,
CADEBU has faced problems in managing the large amount of accounts and the
depositors confidence has eroded in the past. The COOPECs system recently
established has good potential to replace CACEBU in mobilizing rural
savings.

The COOPEC system

2.218 The COOPEC system (Savings and Credit Cooperatives) has been set
up under the Rural Development Ministry. The central COOPEC office is
located in Gitega with the' assistance of France’s Credit Mutuel: 10 branch
bffices were opened in 1985, 10 in 1986, and 17 are expected for 1987. It
is estimated that about 200 branches would be needed to cover the whole
country as the system is planned: each COOPEC is locally administered, and
it is hoped to limit the number of members to about 1,000 per COOPEC (the
current range is 1,000-1,500 each, with a total of about 22,000 members).
A COOPEC survey has revealed thet 70 percent of depositors gave the
safekeeping of their savings as the major reason for having joined their
local COOPEC, supporting the view that high interest rates are often not a
determining factor in mobilizing savings; the COOPECs pay 3 percent on all
deposits.

2.219 While it i1s too early to assess the long-term success of the
COOPEC system, the early results are quite promising in terms of the
acceptance of the system by the rural population. At the end of 1986, the
20 COOPECs had 32,745 members for a capital of FBu 69.9 million at end-1986
(almost three times the previously estimated level). Deposits are
exclusively demand deposits. The present average deposit per household is
FBu 5,000, which is considerably higher than the amounts mobilized by the
CADEBU compulsory savings system (which is expected to be phased out
progressively as the COOPECs develop). The system is currently moving into
a critical phase of its development, as the first 10 COOPECs have just
begun lending activities. At end-1986, loans amounted to FBu 7.2 million
divided among 152 borrowers (109 of them farmers and 10 civil servants). 4
At the same time, future expansion of the system will be more
geographically dispersed, thus limiting control by, and assistance from,
the central COOPEC office. The capacity of the system to manage a sound
portfolio and to continue expanding over the next couple of years will be a
critical test for the future viability of the system.

COOPEC Lending and SSEs

2,220 COOPEC lending rates range from 11 percent to 14 percent,
'according to the use, which is roughly in line with equivalent bank loan
rates. While the COOPECs' lending activities are not oriented towards
industry as such and are relatively short-term (24 to 36 monihs at most),
they are directed towards COOPEC members’ productive activities such as
agriculture, artisanat, housing and other social credits. It may be expec-

4/ It was decided at the outset that, in order to facilitate the training
procedure, each COOPEC should start operations by only taking deposits,
and that lending operations would be introduced later, after further
training.
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ted that the COOPECs’ range of lending operations will develop with the
needs of their members, eventually including local small-scale enterprises.
Ir addition, a portion of deposits will not be lent, but kept in reserve by
the central office for the system’s needs, with part being placed at term.
Some of these funds could be channelled to help meet SSE financing needs if
there were sufficient demand, or if the investments to be financed could
enhance the development of COOPEC members?! productive activities, e.g.,
marketing or processing/transformation of crops; production of agricultural
implements, etc.

2.221 At present, the COOPEC system appears to be an attractive and
appropriate vehicle to generate domestic resource mobilization. To ensure
its success, there is a considerable need for technical assistance in oper-
ating and expanding the system over the years to come, with the training of
Burundese managers being a principal focus of the assistance. Such assist-
ance deserves priority iIf foreign aid is available.

Summary of Recommendations

2,222 It is clear that Burundi’s financial system suffers from important
inefficiencies and would benefit from adjustments at both the institutional
and policy level. Priority actions as mentioned earlier include:

-~ the present interest rate structure should be revised with a view
to letting the financial institutions and market forces freely
determine deposit and lending rates. As a minimum, rates on non-
rediscountable credit and on demand deposits should be deregulated
and the other rates linked to a central rediscount rate. This
would enable the central bank to change the whole scale rapidly by
moving up or down the central rediscount rate.

-  BRB advances to Government should be merged, with a maximum ceiling
consistent with the financial program of the Government. The rates
could be determined by reference to the central rediscount rate or
better to a market-oriented Treasury Bill rate.

- the present system of issuing and negotiating interest rates on
Government paper should be dismantled and replaced by an open
auction system. Treasury bills and investment bonds should be made
available to the public in general.

i

- the prior authorization system is cumbersome, slow, and open to
arbitrary judgements and should be dismantled and replaced by a
system of reserve requirements, straight or marginal, as the need
arises.

- the procedure of rediscountable credit shou’d be simplified and
criteria prepared to determine rediscountable credits, leaving the
responsibility for that classification to the financial
institution. Only doubtful cases would be submitted to BRB.

- the liquid assets requirement has been set too high and should be
lowered. Banks should be offered short term investment instruments
(Treasury Bills).
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- the current system of guarantees included under the revised Code
Foncier, in effect since January 1987, whereby the Government has a
prior claim on all guaranteed property, should be revised.

- the authorities should reaffirm the freedom of choice of the publie
enterprises sector to make their deposits wherever they want in
order to disengage the central bank from dealing with those
enterprises to asvoid possible conflict of interest.

~ the role of COOPECs should be strengthened through provision of
training and technical assistance and studying the mechanisms
required for their accreditation as financial institutions.

2,223. Moreover, within the context of the current policy of favoring the
“Burundization® of employment, and the partial withdrawal of the foreign
shareholders from the commercisl banks, attentlon should be given to the
serious consequences that would arise from an abrupt cut of the links with
banks® former parent companies and replacement of foreign staff by Burundi
nationals. A serious effort should be made in the training field as a
prelude to a nationalization of staff. Equally important are the support
services provided until now by the foreign parent companies, especially in
the inspection and audit fields. Withdrawal of these services could affect
the efficiency and credibility of the banking system as both accounting and
suditing skills in Burundi are limited.
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CHAPTER III - MEDIUM TERM PROSPECTS

3.1 Burundi’s potentiaI for meeting its long-term goal of sustained
growth with equity will depend on the continuation of the policies and
measures initiated last year in the context of the Government’s adjustment
program as well as on the ability to reduce population growth. These
policies, aimed at increasing per capita income and consumption, address
the need to gradually change a number of structural features of Burundi’s
economy in order to make growth sustainable and more equitably shared. 1In
carrying out this process of economic restructuring, Burundi faces an
uncertain external environment: the prospects for continued or increased
external concessional flows are uncertain and so are the prospects for the
world market for coffee, which will continue to have the dominant role in
the c.untry’s exports for a long time. In this context, and taking into
account Burundi’s limited scope for increasing borrowing either from
commercial or concessional sources, Government’s adjustment efforts will
need to focus on: expanding and diversifying both the market and product
composition of exports; increasing domestic savings efforts; and following
prudent macroeconomic policies which need to be systematically adjusted to
changes in the external céonditions. Growth with equity will also require
reducing population growth and a considerable strengthening of Burundi’s
human resource base. In order to bring out these issues more clearly and
their implications fdr macroeconomic management, this chapter explores
Burundi®’s economic prospects over the next ten years.

A. Policies for Sustained Growth: An Agenda

Trade policies

3.2 As discussed in Chapter II, the continuation of an active trade
policy is necessary to improve Burundi’s balance of payments prospects.
Over the short-run, the Government will need to continue its commitment to
an adequate and flexible exchange rate policy and to improvements in the
export incentives to enhance the competitiveness of Burundi’s exports.
Over the long run, a more efficient and export-oriented industrial
structure will require further steps to reform the level of effective
protection. The system of export incentives, even with partial drawbacks
still leaves production for the domestic market more profitable than for
export. (See Chapter II, section on export promotion). Measures are
required to improve the institutional support to existing and potential
exporters. To support strong export growth over the long-run, the
Government will have to continue its import liberalization policy, and
tariff structure reform to reduce the level and dispersion of effective
protection rates. In some cases, rehabilitation programs to assist
industries to adjust to the shock of increased foreign and domestic
competition may be necessary.

3.3 Exchange rate policies should aim at maintaining or improving the
competitiveness of Burundi’s exports and hence must avoid overvaluation of
the Burundi franc. Allowing the exchange rate to remain overvalued, even
for brief periods, can lead to loss of export markets which are then
difficult to recapture. More important, wide fluctuations in real
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effective exchange rates increase uncertainly for exporters and adversely
affect their ability to make long-term decisions over export capacity and
promotional strategies. While indices of real effective exchange rates
should be used as a guide, the Government’s exchange rate policies should
take into account the objective of maintaining an adequate external
financial position. Thus, actual export performance, especially for non-
traditional exports, and the level of foreign exchange reserves should
determine the need for, and the extent of, exchange rate adjustments. These
are particularly important in the immediate future in view of the decline
in coffee prices. '

Liberalization
3.4 While important steps have already been taken to deregulate the

economy, notably the elimination of most price controls, and trade
liberalization, Government still exercises important controls on private
initiative. To increase private sector confidence and open up new
investment and productive activities,' the Government should expand the
earlier measures by means of (i) allowing the private sector to participate
in the processing and marketing of main export crops (coffee, cotton and
tea) and of agricultural inputs; (ii) progressive liberalization of
commercial bank activities and of the financial sector as a wholej

(111) gradual liberalization of the labor market; (iv) remove restrictions '’
to population movement to urban centers; and (v) eliminate regulations on
small trade. Moreover, important measures are to be taken to attract
foreign investment, and to dilute the adverse effects that the past
policies, aimed at increasing the participation and control of Burundian
nationals in the economy, had on foreign investment incentives. Clear
guidelines should be provided to foreigners intending to invest in Burundi.
These should be free from direct intervention in recruiting their own
personnel, composition of management, and hiring policies. The past policy
limiting working permits for foreign nationals (even when they do not
compete with Burundi nationals) had important consequences on the effective
management of foreign and mixed enterprises. The new Government is aware
of the importance of promoting foreign direct investment and a more
favorable policy concerning working permits has already been adopted.

Domestic investment

3.5 As mentioned before, the public sector has had the major role in
the formation of fix capital. For the future, the level of public
investment will have to be compatible with the need to maintain the
necessary financial equilibria, both domestic and external. In terms of
structure, while investment in agriculture is of clear priority, there is a
need to extend the coverage in essential physical and social infrastructure
and to ensure the necessary replacement and maintenance of the country’s
capital assets. However, increases in public investment levels will need
to keep in line with the capacity to raise public savings and the effects
of measures to improve domestic resource mobilization.

3.6 Both public and private savings rates are low in Burundi compared
with the investment rate needed to achieve the objective of a 4-4.5 percent
annual real GDP growth, without jeopardizing the country’s
creditworthiness., Despite an increase in public savings in 1986, the
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estimated short-fall in budget revenues in 1987 induced by the decline in
coffee prices, is likely to lead to a reduction in public savings from 3
percent of GDP in 1986 to 0.2 percent in 1987. Givea the poor prospects
for coffee prices in the medium-term, there is no clear tendency for them
to raise in the near future, in the absence of adjustment and corrective
measures. As indicated before, although the recent reform of indirect
taxation through the introduction of a broad-based transaction tax may
result in increased public savings, greater reliance on user charges, and
increased self-financing of investments by public enterprises will also be
required. Moreover, further action on the exchange rate front may be
needed in order to ensure an adequate remuneration for export crop
producers while maintaining an adequate financial situation in the sectors.
An evaluation of the coffee pricing system is also necessary, as mentioned
before. With respect to private savings, government policies need to focus
on: increasing the efficiency of the financlal system; establishment of a
capital market; and encouraging rural savings. Given the low
monetarization of the economy, these measures will have an impact only in
the medium- and long-run.

Public Investment Program, 1987-891

3.7. The public investment program (PIP) for 1987-89 described below
was prepared in September 1986, preceding the preparation for the 1987
budget. It corresponds to a "core program" of priority projects whose
level is compatib’e with the availability of resources and the
macroeconomic framework. The dominant feature of the PIP is the increased
importance given to agriculture (34 percent of the program, compared with
the past 20-22 percent); and the continued high share of road investments
(21 percent). As mentioned before, the trade-off between new investments
and budgetary allocations for maintenance and rehabilitation should be
taken into consideration. The share of social sectors is quite small (less
than 5 percent for education and less than 2 percent for health) which
reflects the fact that most of the construction costs financed by local
authorities and individuals (including contributions in kind) do not appear
in this list. The decline in the size of the program in 1989 reflects the
completion of major projects in 1988, and the fact that important projects
under preparation have been omitted at this time due to lack of ensured
financing. (The core program has been defined as those priority projects
for which financing is assured.) It will be, however, important to ensure
an adequate pipeline of new projects which can ensure the achievement of
the 4-4.5 percent GDP growth in the next decade.

3.8 The program has been reviewed by the World Bank and the IMF. Its
overall size is in line with expected resource availabilities, both
domestic and foreign. The budget contribution (12 percent of the total
program) amounts to an average of FBU 2 billion which is in line with the
expected recurrent balance, given prudent financial policies. No domestic
borrowing would be needed to finance government’s contribution to the PIP
during this period. Foreign aid is projected to finance 85 percent of the
program, with an annual sverage of less than US$100 million, which is in

1/The public investment program for 1988-90 is being revised to take into
consideration the priorities of the new Government. The present section is
based on information collected by the main mission of December 1986.
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line with the projections prepared for the balance of payments, as
discussed below. The Government has initiated the preparation of a
comprehensive public expenditure program which is expected to play an
important role in the preparation of the 1988 budget, allowing the
assessment of the PIP in terms of!recurrent costs of ongoing and new
projects. It will also provide a basis for the rationalization of
recurrent outlays, civil service reforms, reduced redundancies, etc.

3.9 The composition of the program has also been reviewed and on that
basis, most projects are well justified. An importuaat exception is the
SOSUMO project, a controvdrsial project whose economic justification seems
to be uncertain (see para. ). At the time of project appraisal in 1981,
the economic rate of return was estimated at 14 percent. Since the price
of sugar declined substantially (from $0.37/kg in 1981 to US$0.09/kg in
1985), the ERR has declined dramatically. The Government, however, gives
high priority to the project, viewed as a main instrument to develop the
remote region of Mosso. To avoid potential problems in the future, the GOB
is committed to avoid subsidies to the sugar produced by SOSUMO and to
gradually submit the enterprise to the same environment of the remaining

industries.

{
1

Table 8.1, PUBLIC INVESTMENT PROGRAM (1987-89)
(FBu million, current prices)

1987 1988 1989 ~--cooee- 198789 —ocoenee -

Local Foroign Total (X)
Agriculture 5129 8289 48956 3133 13181 18314 83.6
Industry 2161 2394 166 945 3806 4761 9.8
Energy/Vater 3608 4209 2177 683 9109 8692 19.9
Transport,telecom, 818 885 634 202 1816 2017 4.1
Roads 2891 8789 8687 566 9801 10366 21.8
Housing 842 870 893 396 1007 1402 2.9
Education 1007 847 €36 361 1939 2299 4.7
Health 162 412 828 154 748 897 1.8
Other 543 220 209 963 - 963 2.0
Total 16866 18796 13041 7202 413899 48691 100.0
Financed by:
Government budget 2667 1847 1481 65886 - 6688 12.1
Loca! participation 10213 |, 308 80 1407 - 1407 2.9
Foreign aid 13277 16643 130641 ~ 41399 413909 86.9

Note: Local funds comprise bud?ot funds, contributions of local communities and
funds of public entorprises used for Investment.

Sources: Government and Steff estimates,

3.10 The 1987-89 PIP includes 163 projects in total of FBu 103 billion
(US$840 million) of which FBu 48.7 billion (US$396 million) are expected to
be implemented in 1987-89. The average project size is small: FBU 630
million, or US$5 million. There are 7 projects larger than US$20 million
and 12 between US$10 and 20 million. In total, 19 projects of the program
(12 percent) account for 60 percent of the total program. The number of
new projects is about the same as that of ongoing ones. Out of 163
projects, 80 are new projects, many of which are an extension of ongoing
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projects or system improvements of current works. During the three-year
period, there will be 68 projects which will be completed.

1.

2.

3.

4,

Agriculture. Of the 56 projects, 22 are new projects. The most
important being Muyinga (IDA), Imbo Nord, Buragana, Kirundo, Forestry
in Mosso, Murukarumu, which account for 83 percent of the new projects
and 24 percent of the total program in agriculture. Buragana,
financed by FAD, was initially conceived as a RDC; caution should be
exercised so that this project does not become another RDC of the
former structure which includes many non-agricultural activities and
whose shortcomings the Government has already recognized. There will
be three important project completions during 1987-89: Kiribira II,
extension of cotton, and plantation of SOSUMO.

Energy. Of 16 projects included, 6 represent 80 percent of the total
cost. The most important is the final construction of Rwegura, which
has already come on stream. The second most important is Ruzizi II,
the regional hydro-electric project, financed by FED and IDA, which is
expected to be completed in 1989. Other projects relate to
infrastructure connecting these two projects to consumer networks, and
some small projects to develop small hydro plants in the interior of
the country.

Water. The PIP includes a major water supply project (US$27 million,
financed by FAD, KFW and France) to serve Bujumbura. The project is
expected to be completed in 1988. The second most important project
is the IDA-financed rural water supply project which is to start
shortly. New projects comprise a US$4 million project to improve
small water sources to begin in 1989 with financing from UN related
agencies and two small brojects financed by domestic resources to
improve water connections in secondary centers.

Industry. There are seven projects, all ongoing. The most important
in SOSUMO, whose total cost in infrastructure and mill (USS$40 million,
excluding sugar plantation) accounts for 85 percent of the total
public investment in industry and 5 percent of the total program (7
percent including the sugar plantation). The second most important
industrial project is the extension/rehabilitation of COGERCO (US$5
million) fina.ced by CCCE (France), planned for completion in 1989.

In 1986, two important projects were completed: (a) investment in the
extension of the textile company (COTEBU) to enable the production of
synthetic and mixed textiles; and (b) and the construction of a tea
factory in Ijenda were completed.

Transport and telecommunications. The major project is that financed
by IDA, Italy, Netherlands, and France to upgrade ONATEL
infrastructure and improve postal services.

Roads. The road sector continues to have an important share in total
PIP. It is the second most important sector after agriculture,
accounting for 16 percent of the total program and 21.3 percent of the
costs to be implemented in 1987-89. Out o. 11 projects, there are
only 2 new projects: rehabilitation of National Roads 1 and 2,
financed by FED. Of the ongoing projects, the most important are
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those of Rugombo-Kayanza (US$38 million), the Fourth Road Project
financed by IDA (US$23 million), and Nyanza-Lac Butembera (US$13
million, financed by Kuwait, Saudi and OPEC).

7. Housing. The program is very small. Three projects have been
completed or are to be completed shortly : ASECO and DUB I (both
financed by IDA), and Musaga 2 (US$ 4 million) to facilitate housing
in the poor areas of Bujumbura. In addition, the current government
SIP (Societe Imobiliere de Promotion de 1’Habitat) project is building
houses for employees of public enterprises. The only significant new
project is the planned DUB II, financed by IDA.

8. Education. The program is dominated by two projects financed by IDA
and another financed by ADB. Small contributions are allocated to
financing equipment for the university and accommodations for
university students.

9. Health. The PIP includes 7 projects: 3 regional hospitals to be
completed in 1988 (US$ 9 million in total); a small public health
laboratory; a FENU-financed health center, an institute to train
paramedical personnel in Bujumbura, and small ecquipment for health
centers financed by the budget. The forthcoming health project
financed by IDA was not included at the time of the preparationof the
PIP. It is expected to begin in 1988.

10. Social Investments. The program includes 13 small projects financed
solely by the central budget, and includes construction of some
offices for customs, five centers of adult education, and an annual
allocation of US$1.6 million for military expenditures.

3.11 Project Evaluation and Monitoring. While most of the major
projects have been subject to project evaluation, the Government has
recognized the need to standardize criteria for project appraisal and
improve the capacity of the administration to pursue its own analyses
specially in the case of smaller projects. The first steps to improve
monitoring of project implementation were also taken. The overall process
of improving the planning system is expected to accelerate under the
planned IDA-financed Economic Management and Public Enterprise project.
Particular attention should be given to:

(a) the information flow between line ministries originating the
basic information on project implementation and new project proposals and
the Ministry of Planning, in charge of coordinating the proposals of each
line ministry, and proposing a final program compatible with the resources
availability and Government priorities. Often, the investment programs of
line ministries differ from the final approved investment program (voted by
the National Assembly) and lack information on sources of financing.
Feedback between the MINPLAN and the line ministries after the final
program is approvad seems to be necessary;

(b) establishment of a regular process of updating project files
(fiches de projet) taking into account implementation of ongoing projects
and new proposed projects. The process is time-consuming and could be
improved with adequate computer support and coordination between ministries
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implementing agencies and -forelgn donors.

(¢) coordination with major donors on the expected financial flows
and implementation schedule. Sometimes, donors do not agree with the
assumptions retained by the MINPLAN for project implementation, total
amount of financing available.

(d) systematic consideration of technical assistance projects,
which in many cases correspond to services of consultents financed by
foreign donors;

(e) systematic consideration of recurrent expenditures associated
with investment projects, to be included in the three-year public
e:pcnditure program.

!
B. Growth with Equity: Reducing Population Growth and
Strengthening the Social Base

3.12 Meeting the Government’s objective of equitable growth will
require a strong and sustained effort to limit Burundi’s high population
growth and, at the same time, to improve the coverage of basic social
services. While there is no single policy intervention which can cause the
fertility decline that would be required to attain even a modest reduction
in population growth, family planning programs could help as it has been
the case in other countries. However, family planning programs are only
effective if opersted in a receptive environment and when complementary
activities to improve education and health are carried out. Efforts to
mobilize community support and to strengthen the status and welfare of
women will be particularly important.

C. The Base Case

3.13 Economic growth. The base case assumes a considerable
strengthening of the structural adjur’ ent process initiated in mid-1986.
The key elements of the structural adjustment process assumed in the base
case are :(i) trade policy reforms conducive to high export growth,
especially in manufacturing and to efficient import substitution in
industry and energy; (i1) increase in investment levels to absorb
employment and contribute to accelerated growth; (i1i) improved domestic
resource mobilization and increased participation of private sector in
investment and production of the modern sector; and (iv) continued
deregulation to encourage growth in private investment and productivity.
It is further assumed that the Government will aim at improving per capita
income by 1-1.5 percent per year in real terms and at reducing the current
support to the balance of payments.

3.14 = Past and projected growth rates by major expenditure category are
preserted in Table 3.2. Under the "base scenario”, in the absence of
weather adversities, agriculture would grow at 3.2 percent a year, during
1987-90 reflecting continuing efforts of farmers to adapt to demographic
growth. This rate could be higher if adequate policies are put in place to
promote research and production of high-yield varieties, strengthen
research and extension services, and increase utilization of pesticides and
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fertilizers. This, together with a morve active policy to promote non-farm
employment, would produce a growth rate of about 3.6 percent in 1991-96.
Industrial value added can be expected to grow rapidly -- over 7.0 percent
in 1987-90 mainly through improved capacity utilization, as a result of
improved foreign exchange allocation, possibility to sell to local markets
and investment in new capacity (the latter will probably show its effects
on the second period of 1991-96). The increase in capacity utilization
will come about through the rationalization of production (e.g., reducing
unit costs and import dependence) and management, particularly in response
to the new incentive policies strengthening the market and price mechanism.

3.15 Given the production potential of the major economic sectors and
provided that the support of international donor community towards
Burundi’s efforts to restructure its economy continues, GDP growth of 4.2
percent a year (at factor cost) during 1987-91 seems to be attainable. For
the second phase, growth could reach 4.5 percent per year if the financing
gap, both domestic and external, discussed later, could be filled.

Table 8.2 HISTORICAL AND PROJECTED GROWTH RATES, BASE CASE
(percant)

Actual Projected
1%76-81 1081-88 - -

Real growth rates

GDP {morket prices) 4.1 -8.9 4.3 4.8
QP (factor cost) 8.8 6.5 4.2 4.5
Agriculture 8.6 -6.9 3.2 3.6
Industry 8.2 4.4 7.1 7.8
Consumpt.ion 2.7 -1.8 4.8 8.8
Fixed investment -1.8 7.8 6.5 6.8
Merchandise exporte 9.8 5.4 7.4 9.2
of which: coffee f 8. 6.8 3.6 8.6
non-coffes 17.4 2.8 19.5 12.9
Horchandise imports -1.8 6.9 5.3 4.8
Sharo of GDP (period sverage)
Investment 8/ | 14.7 18.4 18.9 18.9
Financed by: :
Gross national saving 7.8 5.8 7.1 8.1
Forelgn savings : 1.8 10.8 9.8 9.9

8/ Includes change in stocks.

Source: Mission ostimotes.
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Investment and Savings.

3.16 To increase GDP by 4 percent a ye-r on a sustained basis would
require both an increase in the investment/GDP ratio to about 18-20 percent 2
and higher productivity of new investment, which would be reflected in a
decline in the past ICOR levels (5-6). Public investment as a proportion
of GDP is projected at 10 percent, with private investment rising from 2.4
percent in 1986 to 7 p:rcent by 1990, The increase in productivity of new
investment 1is expected to follow as a result of the change in the incentive
structure, increased capacity'utilization and more efficient choice of
technologies adapted to Burundi’s factors endowment. On the savings front,
if foreign savings were to decline by 1990 to about 10 percent of GDP,
national savings would need to reach 8 percent, compared with the average
5.6 percent during 1980-86. (Domestic savings, 3.7 percent; transfers and
fdctor income, 1.9 percent). Such effort would need to come both from
increased public savings and from improved resource mobilization in the
private sector. However, the possibility to increase private domestic
savings in the short-run is limited by the low level of consumption; the
outlook for increased public savings in adversely affected by the low
revenues expected from coffee, even if the Government adopts a strict
fiscal policy of reduced growth in recurrent expenditures. In these
circumstances, Burundi will remain dependent on foreign savings , at least
during the next 5-year period, to finance the investment necessary to reach
the growth objective. .

i Balance of Payments

3.17 In the short- and medium-run, coffee exports will continue to be
the major source of Bururdi’s foreign exchange earnings. With the progress
of the planting program, exports of coffee are expected to rise from 28,300
tons in 1986 to 32,000 tons in 1990 (assuming that this is in line with the
new ICA quotas), a growth averaging about 3.1 percent per year as in the
last 10 years. The crucial determinant of Burundi’s future foreign
exchange earnings would be the world coffee price. According to the latest
(September 1987) World Bank forecasts, world coffee prices are expected to
recover by 3 percent per year in real terms, between 1987 and 1990, They
will, however, remain much below the level of the past decade. The
prospects for other agricultural exports are favorable, except for tea,
whose world market price has declined by half between 1984 and 1987. Cotton
exports are projected at growing by 6 percent per year; other agricultural
exports (hides, some vegetables and fruits, quinine) are projected at
growing (from a low base in 1986) at about 11-12 percent per annum in real
terms, reflecting a tesponse to continuing improvements in economic
policies.

] Teble 3.3: PRICE INCREASES OF COFFEE COMPARED TO
v MANUFACTURED GOODS, 1984-98
(in porcentage)

Actua |’ Est. Projection
1984 19%5 1986 1987 1988 1989-99 1990-96

Coffeo (USc/kg) 9.7 9.9 33.8 -40.6 11.
MUV indox -1.7 9.9 18.8 5.8

[ X ]
(-]
P”
® @

2/Assuming an ICOR of 4.5-5.
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3.18 The next biggest impetus to exports (after coffee) would come from
increased manufactured exports. These are projected to increase at about
20 percent per year in the base case, which reflects the very low basis
(manufacturing exports represent less than 8 percent of total exports) and
the potential for existing enterprises to expand sales to neighboring
countries, as demonstrated already in 1986, when manufactured exports
increased by 50 percent. The review of Burundian export potential in
African countries (as discussed in Chapter II) indicates that such a
potential does exist in such industries as textiles, glasses, construction
materials, and agro-industry products. In all of these cases, present
utilization capacity is below 50 percent (Statistical Appendix table 8.1).
Provided that adequate cupport and incentives are in place (including the
maintenance of an adequate exchange rate), it is expected that those
enterprises would increase output for export, specially in the context of
the new economic environment of reduced profit margins and increased
competition in the domestic market. The action program discussed earlier
would encourage new investments in export oriented activities whose effects
on increased exports would be felt later in the projection period.

3.19 Import requirements. The overall import elasticity is projected
to decline from about 1.5 during 1978-83 3 to 1.2-1.4 during the projection
period. The tariff reform implemented by the Government has lead to a more
neutral system of incentives and to the development of efficient import-
substitution industries. There is a good possibility of reducing imports
of consumer goods, given the country’s small industrial base and the good
prospects for small industries to be developed to meet demands of the
domestic market. Moreover, the adoption of a flexible exchange rate policy
would induce lower growth off these imports. One would also expect that
imports of construction materials would become less important as they can
be replaced by domestic materials. The possibility of reducing dependence
on oil is limited, but it was assumed that the elasticity of oil imports
with respect to GDP will decline from 1.2 in the past to 1 percent in the
next years. As for raw materials, considering that the relative advantage
of Burundi lies in its relatively fertile soil, one expects that new
industrial development will arise from increased processing of agricultural
raw materials. Thus, the elasticity of raw materials® imports with respect
to industrial growth is assumed to gradually decline from 1.3 to less than
1 by the end of the decade."

D. Alternative Scenario

3.20 The base case described above represents = feasible but
nonetheless ambitious long-term scenario. An alternative scenario I
explores the consequences on the growth objective of a less active policy
program to implement the reforms reviewed before, in particular those
concerning exchange rate policy, budgetary policies, incentives to exports,
and private investment. In the absence of measures to correct the impact
of the estimated fall in coffee international prices on the balance of

3/Import elasticities for 1984-1986 are not significant due to restrictions
imposed on imports and wide flﬁctuati?ns in GDP.
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payments, and to promote an aggressive policy of export promotion, the
current account deficit would. reach 17 percent of GDP in 1990, 4 instead of
13 percent in the Base Case. Export growth projected at about 7 percent a
year in the base case would fasll to about 3 percent due to much lower
expansion of manufacturing and non-traditional agricultural exports. In
this case, the needs for additional borrowing could only be met through
commercial borrowing which would jeopardize the creditworthiness of the
country, leading to quite high debt service ratios. Assuming that the
Government will pursue a prudent external borrowing policy, this
alternative would imply lower 'imports, a reduction in investment growth and
lower economic growth. Given import growth at about 2.8 percent which
would be consistent with lower exports, GDP growth rates would likely
decline to 3 percent during the projection period.

3.21. Moreover, in absence of incentives to promote private investment,
the required investment to promote faster growth would not be met: as a
proportion of GDP, public investment would decline from the 13.6 percent
level in 1986 to about 10-11 percert in the next years. If private
1nve§tment growth falls much below the 9 percent rate projected in the base
case (the alternative case assumes a 2 percent annual growth), growth in
the modern productive sector would be insufficient to absorb the projected
new entrants into the labor force and to enable an overall growth rate of
more than 3 percent. The effect of some sectoral policies, notably in the
agricultural sector, would be felt with a lag. However, in the absence of
effective measures to increase agriculture productivity levels,
agricultural sector growth could at best reach 3 percent, and it would be
difficult for Burundi to maintain the past seif-sufficiency in main
foodstuffs. This would require an increase in food imports, hence further
pressures on the balance of payments.

Table 3.4 COMPONENTS OF ALTERNATIVE GROWTH SCENARIOS, 1987-1998

Base Caso Lower Export Growth

Growth Rates:

GDP (factor cost) 4
Fixed investment 8
National savings 8.
Exports (GENFS) 8
Importe (GANFS) 3

”Appﬂ
o[AVE

Selected Ratios 1990 1998 1998 1998
Current balance/GDP -13.4 -11.2 -16.4 -13.2
Debt Service ratio 80.4 28.1 88.4 84,1

Source: Mission estimates.

E. Foreign Aid Requirements and Borrowing Strategy

Medium-term Financing Requirements, 1987-91

3.22 Balance of payments projections for the 1987-91 period are
presented in table 3.5. Based on the above assumptions for exports and

4/Bquivalent to 8.7 percent in terms of constant effective exchange rate
with the basis of 198%
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imports growth, the current account deficit (includirg public current
transfers) is projected to increase from US$150 million in 1987 to US$203
miilion in 1991. Over the five-year period, the cumuletive current account
deficit would be about US$915 million, of which $91 million comprise
interest payment on medium- and long-term debt (table 3.6). Amortization
is projected at $140 million. A projected reserve build up of US$78
million would enable an average reserve coverage of about 4 months (net
reserves). Total external capital requirements during the period would be
$1.13 billion, which would have to be met from disbursements of public
medium and long-term (MLT) loans, official capital grants, and private
direct investment. About US$350 million will be available from
disbursements of previously contracted debt (up to mid-1987), including
US$42 million from SAL I and SAF; US$230 million from capital grants
(assuming that they remain constant in real terms); US$25 million from
direct investment (assuming aggressive policies to attract such resources),
80 the remaining $525 million would need to be met from new commitments.

f ‘Teble 8.6: BASE CASE BALANCE OF PAYMENTS PROJECTIONS, 1686-98
{(million curront USS)

‘ 1988 1967 1988 1989 1999 1901 1998

Exports f.o.b . 133 101 112 126 188 158 264
(coffee) (114) (89) (78) (81) (84) (93) (136)
Imports ¢.i.f 203 224 268 284 310 839 4690
Services (net) -83 ~-52 -90 -92 -96 -101 -122
t(Interast) (24) (18) (18) (18) (18) (19) (26)
Current transfers 86 86 87 74 78 81 96
Current Account =78 ~-168 -168 -177 -18¢ -208 ~233
excl. public
transfers) (-154) (-215) (-240) (-260) (-274) (~288) (-299)
Direct Investment 2 2 4 5 7 9 18
Capital grants 40 42 44 485 47 49 ]
MLT Loans (net) 80 113 126 124 112 109 144
Disbursements 99 189 148 162 40 140 189
Repaymonts -16 ~-26 -28 -28 -28 -30 ~45
Other capital n.o. 4 "4
Overall balance 3¢ 7 =2 =24 -3 =11

1
Financing gap 44 13 a8 a7 12

Mggrandum jtems:

Not reserves as

months of Imports 2.6 2.2 4.0 4.0 4.6 4.0 4.9
Debt Service ratio 23.2 38.6 386.2 988.1 30.4 26.9 26.1
Coffeo exports

Yolume (’088 tons) 28 29 30 31 32 34 49
Price (US8/kg) 4.02 2.87 2,62 2.82 2.67 2.78 8.26
Current Account/GDP (%) 6.6 11.6 12,4 13.5 18.4 138.1 11.6

(adjusted) s/ 8.2 8.9 8.5 8.8 8.7 8.2 7.8

8/ In terms of constant ¢ffective exchange rote using 1982 as the base year.

Sourco: Misaslon estimates.
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Toble 8.6: SUMMARY OF EXTERNAL CAPITAL REQUIREMENTS AND SOURCES
1987~91
(miilion US dollars)

1987-91
Capita! Requlrements 1128.9
Curront account deficit (excl.interest) a/ “822.4
Intbrost 91.0
Amortization 187.8
Inzrease in regserves 78.0
Sources (medium and long-term gapitel) 1128.9
rect. investment f %5.6
Official Assistance
Capital gerants 227.4
M&LT loene disbursements: existing commitments 864.2
Bilatoral Sources 101.8
Hultlloteral Sources 247.8
Private loans ) 6.1
Additional ald requlrements 521.7
Disbursements from expected now commitments 382.8
Bilateral Sources 126.5
Multllateral Sources 268.8
Finencing gap 138.¢

"a/ Includes current transfers.

Séurcex Staff ostimates

External Borrowing Strategy
¢

3.23 As noted above, Burundi will require about $520 million in
disbursements from new loan commitments of official assistance over the
period 1987-91. To ‘generate this level of disbursements and accommodate its
future debt service requirements Burundi will need total new loan
commitments of about $770.million or about $150 million a year, which is
higher than the average lével ir the past. Of this, US$ 25 million are
balance of payments support programs and the remaining US$125 million for
project financing. Donor assistance to Burundi should continue to support
the development priorities of the Government which include increased
allocation to the agricultural sector, combined with an expanded role for
the private sector. Support will also be required co support the Government
structural adjustment program. It is expected that by 1996, Burundi’s needs
for exceptional balance of payments support would cease. Given the already
high debt service (above 35 percent of exports of goods and non-factor
services), commercial borrowing should be avoided. While the country’s debt
servicing capacity was not worse than comparable countries until recently
its weak export basis and high fluctuations in coffee market call for
continued prudent external borrowing policies and from the support of the
international community to the Government’s program of structural
adjustment.
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DEMOGRAPHIC SITUATION, TRENDS AND PROJECTIONS

1. The most recent national sources of demographic data on Burundi
are the 1970/71 Demographic Survey, the 1979 Census, and the Post-Censal
retrospective enquiry. While a number of localized KAP (Knowledge,
Attitude, and Practice) surveys have been carried out in recent years, no
additional national demographic data will become available until the Health
and Demographic Survey (1987) and the next Census (1989) are carried out,
tabulated and analysed. Hence, the assessment below is largely based on
existing sources of information and draws on previous work carried out by
the Bank. 1

A. Demographic Situation and Trends

Determinants of Population Growth

2. } Mortality levels in Burundi are still high by world standards but
within the ranges of other countries in sub-Saharan Africa. Mortality
'declined rapidly in the 1950s and early 1960s and more slowly since. The
infant mortality rate declined from 160 in the mid 1950s to 141 in the mid
and late 60s to ‘about 133 per 1,000 in the late 70s; the proportion of
children dying in their first year of life declined from 27 percent to 22
percent during 1955-80. Life expectancy is currently estimated at 47 years
and the Crude Death Rate is about 19 per 1,000. No information is
available on regional differentials in mortality.

3. There is only scanty information concerning the determinants of
infant and child mortality in' Burundi and virtually nothing is known
concerning the relative importance of different factors and the
interrelationships between them. A number of surveys elsewhere and in
Burundi have illustrated the importarnce of maternal factors (short birth
interval, high parity). Data from the 1970 Demographic Survey showed that
the probability of surviving the firsc year of life improved with the size
of the birth interval. A smaller survey illustrated that deaths occuring to
women (40-49) with birth intervals of about 2 years were at least three
times higher than to women with 3-year intervals. 2 The proposed emphasis
on child spacing and targetted interventions to high-risk women should help
bring about a reduction in infant mortality. The other factors which
contribute to infant mortality relate to the generally poor socio-economic
conditions, including environmental contamination, poor health status,
limited use of health facilities, and inadequate nutrition.

4. The level of fertility (esfimated Total Fertility Rate of 6.5
children per woman) is comparable to that in other sub-Saharan African

1/Burundi: Population and Health Sector Review, Working document prepared by
the Population, Health and Nutrition Department, World Bank, July 1983.

2/J.P.Robatel/Alii, Les qroblemes de population au Burundi, Fribourg, 1977.
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countries, though not as high as in some neighboring populations (e.g.,
Rwanda 8.3, Kenya 8.0, Malawi 7.8).3 The pattern of fertility is
characterized by relatively low fertility in the younger age groups, which
reflects the relatively high age at marriage (21 years in 1979) and a peak
at ages 25-29, with relatively high fertility in the later childbearing
years.

5. Out of the proximate determinants of fertility,4 the reliance on
late marriage and the length of post-partum amenorrhoea (estimated at about
12 months) due to intensive and prolonged lactation, are the most important
"fertility inhiiting features". The age at marriage, 21 years, is similar
to rates prevailing in urban areas of West Africa but higher than those in
neighboring countries of Central, Eastern and Southern Africa, where they
range between 18 and 19.6. Burundi is unique in the African context (along
with Rwanda), in having developed a late marriage pattern at a time when
literacy levels were still very low. One source estimates that the effect
of prolonged celibacy is of a similar magnitude as that of birth spacing
through intensive and prolonged lactation.?

6. The other determinants have “fertility maximizing features": (i)
universal marriage (less than 2 percent of women are still single by the
age of 50); (4i) absence of a postpartum taboo; (1ii) a very low rate of
polygamy (1-2 percent); (iv) one of the lowest sterility levels in Sub-
Saharan Africa; (1i1i) very low use of modern contraception; and (iv) a
relatively high family size preference.

7. International migration has historically been an important factor
alleviating population growthi. In the past, Burundians were either
attracted by economic opportunities in the plantations and mines of Uganda,
Tanzania, and Zaire or compelled to emigrate by political unrest. In
recent years the importance of international migration has declined, as
economic difficulties in Uganda and Tanzania emerged. Some 200,000 to
250,000 Burundians are now abroad, with the majority being in Tanzania.

3/The Total Fertility Rate is the average number of children that would be
born alive to a womap during her lifetime if she were to pass through all
her childbearing years conforming to the age-specific-fertility rates of a
given year.

4/The proximate determinants,of fertility have been categorized by Bongaarts
in terms of the supply of and demand for children. The supply of children
is determined by: (i) formation and dissolution of sexual unions and
ovarall exposure (age at marriage, non-marital fertility, divorce rate);
and (1i1) natural marital fertility factors (post partum infecundability,
sterility, spontaneous abortion). The demand for children is influenced
by: (a) family size preference, and (b) contraceptive use.

5/Lesthaeghe, R., Fertility and Its Proximate Determinants in Sub-Saharan
Africa: The Record of the 1960s and 1970s, Free University, Brussells.
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Total Size and Rate of Growth

8. The total population of Burundi was estimated at 3.35 million in
1970 and at 4.029 million in 1979 (Census), an implied rate of growth of
2.0 percent per annum. The rate of population growth is estimated to have
increased during 1979-84 to 2.7 percent, which can be largely explained by
the declining importance  of international migration. The current rate of
population growth, 2.8 percent (1980-85), is moderately high by African
standards but substantially below the 3.5-4.0 percent reached in some
countries (Rwanda, Tanzania, Botswana, Zimbabwe, Kenya).

Age and Sex Structure

9. As 1is common in other developing countries, Burundi's age
structure is relatively young, with 42 percent of the population under 15
years and 4 percent over 65 years (1979). The median age, which divides
the population into two equal groups, was estimated at 17 years in 1979.
The dependency ratio, definéd as the ratio of persons in the dependent ages
(less than 15 and over 64) to the economically productive ages (15-64) of
the population, has been placed at about 90 (1979). The sex ratio of the
population, the number of males per 100 females, was estimated at 95 in
1979. This sex ratio, which is not atypical for African societies, is most
likely due to sex-selective migration and the overall female mortality
advantage. :

Distribution, Urbanization and Migtation6

10. Burundi is the second most densely populated country in Sub-
Saharan Africa (after Rwanda), with an average population density of about
180 per sq. km.; half of the (natural, geographic) regions have
substantially higher densities. The highest population densities are found
in the Central Highlands (Buyenzy, 333 and Kirimiro, 278), which benefit
from good climatic, agricultural and health conditions, followed by Imbo
(214), Mumirwa (205), Bwere (183)., The Imbo region, which includes the city
of Bujumbura, has attracted migrants to the paysannats and resettlement
schemes in the Ruzizi river plain, inspite of relatively poor health
conditions (e.g., high prevalence of malaria). The Bujumbura metropolitan
area (168,368 inhabitants), which represents only 4 percent of the total
population (1979), remains the principal pole of urbanization. The
development of secondary towns and villages has been limited (see Chapter
II). Population densities bdlow the national average are found in the
eastern (Mosso, Buyogoma) and southern most regions (Buragane), where they
range from 58 to 90 per sq. km.

11 Internal migration| flows have historically been from the densely
populated central highlands towards the Imbo plain and the city of
Bujumbura, areas with relatively fast growing economic opportunities.
Information concerning the volume and nature of migration remains rather
inadequate. Recognition of this led the Ministries of Interior and Planning
to carry out a survey in 1986; after processing of the results, this survey
should provide more information concerning the volume of migration, which
is generally believed to have expanded in recent years.

6/Information on population density is presented by natural regions to make
it consistent with. the presentation and analysis in the agriculture
sector.
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B. Population Projections
Methodology and Assumptions
12. Three scenarios were constructed, all uéing the same mortality

assumption. This is calculated according to the Bank’s methodology, which
relates the annual increment in female life expectancy to female primary-
school enrollment. It is assumed that life expectancy would increase from
46.8 years in 1980/85 to 60.7 by 2010/15 per quinquennial period. The rate
of change in life expectancy is assumed to increase until a life expectancy
of about 58 years and to decrease thereafter. International migration is
assumed to be zero, since it is believed that outflows have recently
dwindled to very low leyels, and opportunities in the future will be
limited.

13. Three variants of fertility, given in the form of the TFR and age-
specific fertility rates, are used. The first variant assumes a
continuation of the current fertility level of 6.5 and is intended to
provide a benchmark against which to measure the effects of fertility
decline; the second variant, ’gradually declining fertility’, is based on
the assumption that the TFR drops to 4.2 by 2010/15 and reaches replacement
level (2.1) by 2035 (the standard Bank assumption for Sub-Saharan Africa),
a decline related to improving socio-economic conditions and some modest
policy and program efforts by Government; and the accelerated decline
variant reflects the maximum likely outcome of the introduction of a strong
family planning program, with the TFR decreasing to less than half its
current level by 2010/15 {3.1) and reaching replacement level 10 years
earlier than under the'second variant (2025).

14, Corresponding trends in the contraceptive prevalence rate (CPR)
for the family planning scenario were estimated using the Bongaarts model.”
The current CPR of about one percent would need to increase to 5 percent
and 14 percent by 1985/90 and 1990/95, respectively, in order to reach a
TFR of 6.2 and 5.7, by these years (see tables attached). Assuming that the
age at marriage does not increase further, a decline in breast feeding, as
is being observed in urban areas, is ‘likely to put an upward pressure on
fertility and require even higher CPRs than projected here. The implied
number of users are about 66,000 (1985/90) and 206,000 (1990/95),

l

1/The simplified version of the Bongaarts model was used for these
simulations. This model quantifies the relationship between fertility and
its proximate determinants (marriage pattern, contraceptive prevalence and
effectiveness, induced abortion , postpartum infecundability and
fecundity). It is based on the following assumptions: (i) no change in
fecundity; (1i) induced abortion is absent; and (iii) increases in the age
at marriage will be offset by declining importance of breast feeding;
hence the proportional reduction in fertility will be mainly influenced by
contraceptive prevalence and effectiveness. For a more detailed
description of tlie model see Bongaarts, "A Simple Method for Estimating
the Contraceptive Prevalence Required to Reach a Fertility Target",
Studies in Family Planning, July/August 1984.
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respectively, compared to some 10,000-13,000 cu:rently.8 This projected
medium-term trend in the CPR, while being quite optimistic, could be
attained in Burundi with strong political and financial commitment.

Total Size and Rate of Crowth

15 The three scenarios provide fairly similar results concerning the
size of the total population by 2000, with the impact of the family
planning program starting to become apparent only by 2015. By the turn of
the current century, Burundi’s population, of 4.7 million (1985), is
projected to reach between 7.0 and 7.5 million, an increase of about 50-60
percent. With the introduction of family planning the population would
reach only 9.3 million by 2015, versus 11 million under the gradual
fertility decline scenario. By 2010/15 the potential to double once again
would be 20 years under the first scenario versus 39 years under the family
planning scenario. The most marked difference hetween the scenarios would
be felt only in the long run; for example, in 2040 the population would be
3.4 higher than the 1985 base under the medium scenario but only 2.7 higher
under the family planning scenario.

PROJECTED SIZE AND GROWTH OF THE POPULATION

Total Populaetion Avg. Annual Rate of Doubling Time

{milijon) Population Growth (¥) at 2010-15 Rates
2000 2016 1996-2000 2019-15
Constant fortlility 7.440 12.158 3.08 3.42 20
Gradusl decline 7.386 10,788 2.99 2.82 83
Accelorated decline 6.978 9,200 2.86 2.33 39
16. Under the medium variant, the rate of growth is projected to

average about 3.0 percent through the end of the century and gradually
decline thereafter to about 2.3 percent in 2010/15. The third variant
projects the rate of growth to decline steadily, from 2.9 percent (1985/90)
to 1.8 percent (2010/15).

Age Structure

17. The dependency ratio 1s projected to continue increasing in the
medium run with improvements in life expectancy and in the absence of
counterbalancing changes in fertility; under the medium scenario, it is
expected to start declining in 2000 and to drop to 73 by 2015; and under
the family planning scenario, it begins declining earlier, 1995, and drops
even further, to 59 by 2015. This projected decline is due to: (i) a
decrease in the numerator (population less than 15 and over 64), reflecting
mainly the effect of the fertility decline; and (ii) an increase in the
denominator

-

8/The implied number of acceptors will have to be even higher given that
some women are expected to drop out. The lack of information on
discontinuation rates did not permit an estimation of acceptors.
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PROJECTED POPULATION AGE STRUCTURE
Porcontsge of Populetion Dopendency Ratlo
undor I8 yrs.

10980 2000 2018 1960 2000 2018
Conetont fortllity 46.2 46,9 46.8 ;2] o6 93
QGradusl declinc 48.2 46.5 89.2 98 94 78
Accelorated decline 44,8 42.2 83.6 92 83 69

(population of 15-64 years of age), as the cohorts experiencing improved
life expectancy at the beginning of the projection period begin passing
into the working-age groups. The change in the age structure of the
population is primarily from the projected decline in fertility. This can
be seen clearly under the first variant, where fertility is projected to
remain constant, while mortality declines, and the population remains
youthful, with 46 percent under 15 years by 2015. Under the family
planning scenario, the proportion of the population less than 15 years
would decline from about 45 percent to 34 percent, while the working
population would increase from 52 to 63 percent during 1990/2015.
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Tsble be BURUNDI - DEMOGRAPHIC PROJECTIONS, 1985-2016

- -

N ettt D T -

1980-86 1986-90 1000-96 1996-2000 2000-06 2006-10 2010-16

- LR ] - -

- - - - = = - -

- o - -

T e

MORTALITY: ,
Life Expectation at Birth (both soxesp { 48.8 49.90 61.8 63.8 66.9 68.8 60.7
FERTILITY (tote! fertility rete 1/): .
1. Constant fertility 6.60 8.60 6.60 6.66 6.56 6.50  6.50
2. Gradual fertility decline : 6.50 8.568 6.566 6.23  5.84  65.80  4.17
3. Accelerated fertility decline 8.69 8.24 5.66  4.98  4.21  3.54  8.10
8. SIZE AND GROWTH OF THE TOTAL 1980 1986 1990 1995 2000 2005 2016 2016
POPULATION

- - -

B1. TOTAL POPULATION (millions)
1. Constent fertilicy 4,166 4.718 5.485 6.388 7.440 8.7080 10.244 12.1858

2. Gradue!l fertility decline 4.168 4.718 5.486 6.388 7.386 8.458 $.801 11.928
3. Accolerated fertility decline 4.106 4.718 5.442 6.206 6.973 7.788 8.886 9.614

. 1980-85 1985-98 1990-95 1996-200¢ 2000-06 2006-10 2010-16

B2, AVERAGE ANNUAL GROWTH RATE (percent)

1. Constant fertility . 2.78 8.a1 8.06 3.05 3.18 3.27 8.42
2. Gradual fertility decline ! 2.78 3.01 8.06 2.99 2.n 2.66 2.32
3. Accelerated fortility decline 2.78 2.88 2.62 2.33 2.08 1.89 1.77
C. VITAL RATES
C1. CRUDE BIRTH RATE (per 1009)
1. Constant fertility 47.9 47.4 45.8 . 43.9 43,2 43.3 43.8
2. Gradual fertility decline 47.9 47.4 46.8 42.3 38.6 35.8 32.1
3. Accelerated fertility decline 47.¢ 45.7 41.¢ 36.1 31.8 28.7 26.6
C2. CRUDE DEATH RATE (per 1209) )
1. Constant fertility 19.2 17.3 16.3 13.4 11.9 18.6 9.4
2. Gradual fertility decline 19.2 17.3 16.3 13.3 11.8 19.1 8.8
3, Accelerated fertility decline 19.2 17.1 14.7 12.7 11.2 2.8 8.9
C3. RATE OF NATURAL INCREASE (2)
1. Constant fertility 2.78 3.01 3.06 3.08 3.13 3.27 3.42
2. Gradus! fertility declaﬂo 278 3.0 3.06 2.906 2.n 2.86 2.83
3. Accelerated fertility decline 2.78 2.88 2.82 2.34 2.08 1.89 1.77

I/ The averasge number of chiidren that would be born alive to @
woman during her lifetime If she wero to psss through all her
chitdbearing years conforming to the age-specific-fertility
retes of a given year,

-——




and over to persons ogod |6-84 yoars.

" Note: Parcantages may not add oxectly to 109, due to rounding errors.
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Table .2: BURUNDI - DEMOGRAPHIC PROJECTIONS, 1986-2016
19890 1986 1980 1996 2009 2008 2010 2016
( in percentege )
A. DISTRIBUTION BY AGE OF THE POPULATION
Al. POPULATION UNDER 1B YEARS ‘
1. Constont fertility 142.69 48.46 45.18 46.09 45.87 45.84 46.21 45.60
2. Gredual fortiiity decline 42.69 43.46 45.18 46.09 46.47 43.78 41,66 89.18
8. Accelorated fertility docline 42.6¢ 48.46 44.76 44,5 42,26 39.02 86.97 88.66
A2, POPULATION AGED i5-84 YEARS
1. Constant fertility 53.84 63.01 51.76 61.02 61.28 61.81 52.88 61.74
2. Gradual fortility decline 63.34 538.01 51.76 61.02 B1.62 53.82 56.54 §7.81
8. Accolorated fertility decline 68.34 §3.61 62.16 62.52 .68 §7.78 80.74 82.98
A3. POPULATION AGED 65 YEARS AND OVER
1. Constant fertility 14i07 +  2.68 3.08 2.90 2.9¢  2.85 2.78 .67
2. Gredus! fertility daclina 4107 3.88 3.08 2.90 2.92 2.98 2.91 3.0
8. Accolorated fortility decline 407 3.63 3.10 2.98 8.09 8.21 8.29 8.49
B. DEPENDENCY RATIO 1/ '
1. Constont fertilicy 88 89 83 98 95 98 2 98
2. Gradual fertility decline 8 89 93 96 94 88 8@ 78
8. Accelorsted fortility decline 8 . 89 92 vo 83 73 .13 69
C. WORKING AGE POPULATION ( in millions)
Cl. MALE POPULATION AGED 15-84
1. Constant fertility ’ 1.203 1,378 1.686 1,884 2.218 2.682 8.109
2. Gradual fertility decline 1.208 1.376 1.586 1.864 2.218 2.68382 8.083
8. Accelerated fertility dacline 1.208 1.378 1.586 1.8684 2.198 2.547 2.899
C2. FEMALE POPULATION AGED 16-64
1. Constant fertility 1.298 1.462 1.674 1.948 2.293 2.702 3.179
2. Gradual fertility decline 1.298 1.4682 1.874 1.948 2.293 2.702 3.1868
3. Accelerated fertility decline 1.298 1.482 1.674 1.948 2,274 2.817 2.960
C3. TOTAL POPULATION AGED 15-84
1. Constant fertility 2.501 2.838 3,269 3.812 4.608 5.334 6.288
2. Gradual fertility decline 2.601 2.838 8.269 3.812 4.608 65.834 6.236
8. Accelerated fertility decline 2.5601 2,838 3.269 3.812 4.47 6.164 5.86
1
! 1966-80 1990-95 19956-2000 2000-06 2006-1¢ 2010-16
]
C4. AVERAGE ANNUAL NEW ENTRANTS LABOR FOR%CE (in thousands)
1. Constant fertility 67.4 84.2 110.6 189.2 166.2 196.8
2. Gradual fertility decline 87.4 84.2 110.6 139.2 165.2 180.4
3. Accaleratad fertility decline . 87.4 84.2 110.6 131.6 138.8 187.2
I/ The rotio of porsons sged 8-14 yesrs plus porsons aged 65 ycers
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Table  .3: BURUNDI - DEMOGRAPHIC PROJECTIONS, 1985-2016
(in miilions)

. Annex 1

1980 1986 1990 1996 2000 2006 2010 2016
A.MCH POPULATION (Women 16-49 ond children ©-6)
1. Conatent fortility 1 1.808, 2.129 2.4711 2.840 8.284 3.842 4.622 §.367
2. Gradual fertility decline 1.808 2.129 2.471 2.849 8.229 8.6881 4,088 4.491
8. Acceleroted fertility dociine 1.800 2.129 2.429 2.688 2.984 8.289 8.511 3.794
i
B.PRIMARY SCHOOL-AGE POPULATION 7-12 !
1. Constant fertility 8.622 |, ©.708 ©.856 1.9858 1.23%9 1.420 1.648 1.668
2. Graduo! fertility decline 9.622 { 9.708° 0.856 1.068 1,239 1.899 1.618 1.622
8. Accolorated fortility docline  9.622 8.708 0.885 1.040 1.148 1.179 1.188 1.208
C.SECONDARY SCHOOL AGE POPULATION 13-19
1. Constant fortility 06.687 9.6921 9.760 9.917 1.138 1.366 1.664 1.804
2. Gradual fertility decline 0.687 0.691 0.760 9.917 1.188 1.366 1.668 1.7
3. Accoloroted fortility docline @.887 9.691 0.760 ¢ N7 1.180 1.280 1.842 1.869
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ANNEX II: EXPORT PROMOTION
I
TECHNICAL NOTE ON COMPETITIVENESS

1. Data Limitations

The data presented in the following paragraphs are based on the
following sources, unless otherwise specified: (a) Burundi’s exports:
Banque de la Republique du Burundi (BRB); (b) Rwanda’s Exports: Banque
Nationale du Rwanda; (c) Kenya'’s exports and imports: Kenya’s Trade
Statistics, 1984. Published 1984 trade statistics for other East African
countries were not. available.

These data sources aﬁe not directly compatible and contain
omissions. There are also some several minor inconsistencies between
different sources of data for Burundi. Rwanda’s data are incomplete and
not fully disaggregated. Furthermore, some difficulty was experienced in
accurately converting Burundi’s Brussels Trade Nomenclature (BTN)
classifications into Standard International Trade Classification (SITC)

. categories. This conversion was undertsken to allow for the computation of

the export similarity indices between Burundi and Kenya whose trade data
are described in SITC categories. Furthermore, exports of refined oil were
ignored since these are ofi the whole re-exports. In this context, the
accuracy of the data and therefore the trade indicators calculated should
be regarded mainly as indjcative.

Although the value added data produced in Table 4 are derived from a
UNIDO database, the statistics are given in current prices and not factor
cost. This limits the usefulness of the statistics for identifying
Burundi®’s comparative advantage vis-a-vis regional competitors since the
values given include policy-induced price distortions such as taxes,
tariffs and subsidies.

"It is evident from thk difficulties encountered that a major data
collection exercise is required to produce an accurate compatible data base
which would enable more comprehensive analysis.

2. International Competitiveness

2.1 Introduction

There is no unique approach to the ex ante measurement of a
country’s comparative advantage and, by definition, its competitiveness
vis-a-vis specific commodities and countries. Preliminary measurement of
Burundi’s competitiveness in regional markets with respect to other East
African producers has therefore been undertaken based upon three
approaches: (1) the computation of export similarity indices; (ii) export
market share indices; and (i1i) an inter-country comparison of labor
productivity and costs.
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2.2 Export Similarity Indices

i

A number of issues in international trade and competitiveness can be
examined by the use of an index measuring the similarity of the exports of
any two countries to a third market. 'The measure is defined as follows:

ES = minimum (X(ac); X(bec)).100

where: a,b are two exporting countries, ¢ is the importing market
Xac = share of an individual commodity in a’s exports to ¢
Xbe = share of the same commodity in b’s exports to ¢

If there is total similarity, the index will take on a value of
100. 1If there is total dissimilarity in the commodity pattern of a and b’s
exports to a third market, the index will be zero. (Note that the exports
of each country are scaled or expressed as proportions of its total exports
to a particular market, and as a result, the index compares only patterns
of trade across procduct categories and not absolute levels. This is a
useful characteristic which makes comparison ketween countries of both
similar and different size and industrialization possible.)

Table Al summarizes export similarity indices between Burundi and
Rwanda and between Burundi and Kenya, respectively, in East African markets
and indicates Burundi’s ex post competitiveness. It indicates that even at
the highly aggregated single digit SITC level, Burundi’s and Rwanda’s
exports to Tanzania and Uganda are totally dissimilar and very dissimilar
to Zaire. This implies that based upon existing trade, Burundi and Rwanda
are not competitors in these East African markets. The degree of
similarity of Burundi’s and Rwanda’s exports to Zaire disanrpears at the
less aggregate 5 digit SITC level.

. There 15 a much greater degree of similarity and therefore of
competition between Kenya and Burundi in East African markets. At the 1
digit level Kenya and Burundi’s export similarity reaches almost 50% in
Rwanda and Zaire. The degree of competition also appears significant in
Uganda but less so in Zambia and Zaire. However, the degree of similarity
and therefore competition becomes greatly reduced as indices are calculated
at more disaggregated 5 digit SITC levels.

Ideally we would have wished that export similarity indices were
calculated between Burundi and each of the East African countries for the
East African and EEC markets. This would identify Burundi’s ex-post
competitors and suggest which country’s trade data should be studied to
identify new potential markets for Burundi’s exports. Based on Table Al,
analysis should be made of the other markets Kenya exports to, in order to
determine whether Burundi could also export to those markets. For example,
to which other markets does Kenya export cotton fabric?

Table 2 shows export similarity indices, including and excluding
tea and coffee at SITC Digit 6 levels, for several East African producers
to the Kenyan market. Burundi currently only exports tea which is also the
main export for Malawi, Rwanda, Uganda and Zaire. These countries are,
therefore, all close competitors with each other when tea and coffee are
included but not when it is excluded.
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i
2.3 Export Market Spare

The export similarity indices are calculated in relative and so
ignore the magnitude of the exports of comparative countries. Export
market share indices cvercome this by calculating the share of a country’s
exports in the total exports of a group of countries for each commodity in
a particular market.

Table A3 describes Burundi’s export market share of Burundian,
Kenyan and Rwandan exports to Tanzania, Uganda and Zaire. The greater the
market share, the greater is Burundi’s competitive edge. If Burundi’s
share for a particular commodity exceeds its share in total exports from
Burundi, Kenya and Rwanda then this can be interpreted as an indication
that Burundi has a comparative advantage.

The results in Table A3 imply that Burundi has an ex-post
comparative advantage in beer, inorganic chemicals, cotton fabrics and non-
metallic’ mineral manufactures in the Zaire market compared with Kenya and
Rwanda, and that Burundi has a comparative advantage in boats and tea in
the Tanzania market and cotton fabric in the Ugandan market compared to
Kenya and Rwanda. These results should again be qualified with respect to
the 'accuracy of the data.

2.4 Productivity and Wage Cost
f

{ The classic test of comparative advantage tests the hypothesis
that a country will have a comparative advantage over another country in
those goods for which the ratio of its output per worker to that of the
other exceeds the ratio of its money wage rate to that of the other
country. This hypothesis can be approximately tested by comparing the
value added per unit of labor cost between different countries for
different industries. Table A4 gives the value added per unit of labor
cost for Burundi (1983), Kenya (1982), Mauritius (1985), Tanzania (1981),
and Zimbabwe (1982) for 3 digit ISIC industrial categories. The country
with the highest value added per unit lsbor cost for each industry would e
the country with the comparative advantage in that industry compared to the
others. However, the data are for differing years at current prices; they
cannot be used directly for comparisons because the values given include
the efifect of price distortions caused by taxes, tariffs, subsidies and
other government policies., Value added data calculated at factor cost
would be more appropriate, Taking this into consideration casts some doubt
on the result of Table A4 that Tanzania has the highest value added per
unit of labor cost in 16 out of the 22 categories. The implication that
Burundi has a comparative advantage in textiles does, however, seem
consistent with earlier results from the analysis on export market share.
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Toblo 1: EXPORT SIMILARITY INDICES WITH BURUNDI Page 4
Export Compoting Countrioo
Targot Ruando Honye
Morket 1 digit 6 é'giﬁ 1 digit B digit
Rvam hded - 49.9“ 4048”
Tenzonla 9.60% 0.66% 12,268 ©0.06%
Ugando 0.60% 0.00% sqm 0.00%
Zsire 1,168  0.00% qm 2,84%
Zsmbia 0.69% 6.008 16.09% ©0.906%
¥
Teble 2: EXPORT SIMILARITY INDICES OF EAST AFRICAN EXPORTS OT KENVA
(sixn digit SITC)
Buruad! Mslawi Rwanda Tanzenls Ugands Zambls lalre
A. Total Trade to Kenys
Bu'“nd‘ - - - - - - -an
R'Qﬂdﬁ ”om 82;33’ huaad baaad - -l -
Tanzenia 6.72% 9.72% 8.72% - - - oo -
u’ﬂnda ’1072% . 32.3333 91072“ ﬁ.m - Aatnd o
z.ﬂb‘a 0.32” ‘o‘“ 9.32” 0081“ 9.59’ - -
Iaire 09.98% 82.83% 99.99% 6.7258 01.72% 6.82% -
B. Total Trade to Kenya
lese coffeo and toa
1
Burundi - - ~e - o - -
ua‘a" ccm - -te - - - -—aw
R\'landa D.m O.M - R and - Lnd -
Tonzsnls 6.00% 6.90% 0.09% - - - -
Zembia 5.98% 8.18% ©.00% g.10% 9.76% L -
Z&h‘@ aom ’om ‘7017“ a.m '0”’ aom hntd
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Teble 8: EXPORT MARKET SHARE FOR BURUNDI/KENYA/RWANDA
IN SELECTED MARKETS - 1984

Morket: Tanzenia

Exportor: Burundi Konya Ruwanda Tots|
@01 Livo snimale 26.60% 76.90% 0.00% 100,008
@946 Vheat flour 0.00% 100.00% 9.00% 108.060%
48 Coroal products 0.00% 100.00% C.00% 106.00%
074 Tos 99.69% 9.41% 8.00% 100.090%
112 Boor,wine,epirite G.00% 0.90% 100.00% 100.00%
798 Ships & boaf.a 100.00% 8.00% 0.00% 100.0608%

Msrkob: Ugenda

Exporter: Burund!  Konya Rwends Total
828 Rubber products §7.72% 42.208% 0.00% 10C.00%
626 Cotton products 98,86% 1.16% 0.00% 100.00%
6568 Other toxtiles 0.00% 100.00% 0.00% 100,008
861 Bullding materials 0.00% 100.00% 8.63% 190.00%
665 Bottles & jars 0.00% 109.60% 0.00% 100.090%
879 Iron & steel castin 9.00% 109.006% 0.00% 100,.09%
6891 Other metal product 6.00% 100.00% 0.00% 100.00%

Harkots Zalre

Exporter: Burundl Konya Rwanda  Total
“1 lee “ﬂ‘m" G.m 1”0% a.m 1”0m v
948 Vheat ?lour 99.87% 0.68% 9.06% 1006.00%
948 Ceronl products 16.79% 88.21% 8.00% 100.00%
€74 Tea 9.00% 123.80% 2.00% 108.00%
112 Beer,vwine,spirits $9,83% 9.17% #.00% 100.08%
622 Inorganic chemicals 63.09% 48.91% 8.00% 100.00%
629 Rubbor producte 6.00% 109.00% ¢.00% 100.00%
828 Cotton products 100.09% 0.006% 6.08%8 100.00%
868 Other toxtiles 8.46% ©00.54% 0.00% 100.008%
861 Bullding meterials 0.00% 100.00% 6.00% 100.00%
666 Bottlas & jars 81.7¢8 18.80% 0.00% 108.00%
679 Iron & stool csstin 16.87% 63.68% 0.00% 106.008%
691 Othor motal product 27.49% 72.51% 0.00% 160.00%
821 Fuenliture 21.10% 78,908 6.60% 100.00%
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Toble 4: VALUE ADDED PER UNIT OF LABOUR COST FOR COMPARATIVE AFRICAN COUNTRIES Page 6
(by 3 digit ISIC categories In thoussnds US8, current prices)
IS1C Description Burundl Kenya Mauritius Tanzanis Zimbabwe
No. (1983) (1982) (1983) (1981)  (1982)
311 Food Products - 2.42 1.88 8.41 2.20
321 Textiles 3.14 1.92 8.00 2.60 2.09
322 Wearing Apparel 8.14 1.69 1.68 4.60 1.78
323 Leather & Fur Goods 3.14 1.687 «.81 7.87 1.96
324 Footwesr 3.14 4.00 3.21 3.43 2.23
831 Wood & Cork Preducts -- 1.69 2.00 2.6¢ i.88
832 Furniture - 2.14 1.67 4.00 2.18
341 Paper - 8.80 8.67 8.11 1.88
842 Printing & Publishing 1.30 1.39 1.684 8.90 1.82
361 Industrisl Chemicals 2.28 2,33 - 3.78 2.68
362 Ohter Chemicals 2.84 2.08 - 3.88 2.92
3568 Rubber Products - 2.63 2.76 8.89 2.41
866 Plagtic Products 1.68 2.06 2.43 6.43 2.55
361 Pottery & China - 1.39 2.68 - 2.32
362 Glass -- 1.67 2.26 8.78 2.29
869 Othor Non-Motal 2.50 2.18 2.87 3.5 2.28
Mineral Products

871 Iron& Stes! - - 3.28 - 1.31
881 Metal Products 2.04 1.58 3.28 8.87 1.94
382 Non-Electrical Machin - 1.74 - 4,86 2.72
883 Eloctrical Machinery 2.02 2.00 2.66 2.08 2.81
884 Transport Equipment - 1.42 2.83 5.711 1.88
385 Prof Scientific Equip - - 2.82 - 2.886

Source: Derived from Statistics in ’Africa in Figures’, UNIDO (PPD2 /V86 59878

Teblo 5: BURUNDI EXPORYTS (Jan. - Sept. 1988)
By Country of Destination

Country of VYalue

Destination (200s FBu) %

Weat Gormany 7379 .46
Finland 182 8.01
France 6235 0.39
Italy 71182 4.43
Notherlands 6681 9.38
United Kingdom 129931 8.08
Swedon 132 g.01
Belgium 1374 2.09
EC Other 1376 9.99
Singapore 38004 2.24
Zimbabwe 8156 .61
Sudan 7678 g.48
Uganda 862841 21.94
Kenya 92894 5.78
Tanzania 14189 @.88
Chad 3400 8.21
USA 2019 0.13
Zaire 204487 12,72
Rwands 628097 32.85
Others 1344486 8.36

- e an 08 o o> o “mwmoeswe

TOTAL 1607371 100.00




Table 8: BURUNDI EXPORTS: MARKET DISTRIBUTICN

SITC CROUP RWANDA TANZANIA UGANDA ZAIRE KENYA  AFRICA EEC OTHERS TOTAL 4
Bevereges and Tobacco - 8.8 11.8 8.8 - 27.8 -— 1.2 47.4 8.4
Crudo Moterials,

inadiblo except fusis -- - - 42.4 - - 168.8 454.9 688.1 4.8

Binerals, fuels,
Jubriconts, end related

materiols - - - - - - - -- -~ -
Animnls and Vegetable

oils ond fatse - - - - - - - - - -
Cheaicals -- 16.8 8.5 -~ - - - 6.7  17.8 8.1
Manufactured Goods 372.2 129.6 33.6 122.4 - - - 17.6  676.8 6.1
dachinery ond Teranspord

Equipzent - - - - - - - - - -
Hiscel lonsous - - - - - - - - - -
Coznoditics nes 9.4 - 3.6 1.8 - - 3.8 7.6 24.9 2.2
TOTAL 881.8 145.7 48.6 173.8 232.7 189.6 0938.3 6228.7 13289.4 195.8
- 2.9 1.1 8.4 1.3 1.8 1.1 52.2 39.4 100.0

Source: BRB Ropport Annuel, 1986.
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COMPARISON OF KENYA IMPORTS FROM ZEP COUNTRIES
WITH BURUNDI'S TOTAL EXPORTS TO ALL OTHER

COUNTRIES BY SITC (3 digit)
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Toblo 8: FBu EXCHANGE RATES - EXCHANGE-WEIGHTED AVERAGES 1AGES 1/

8 Rate 8 Rete Burundl Burundi £ apprec- Wolghts
1986 1987 Francs Francs lation /108
end-March Feb 18 por unit per unit of FBu
3/81/86 2/18/87 aince 8/88

Burundi 107.88 118.88 1.000 1.0008
Kenya 18.49 16.68 6.6438 7.418 -11.80 11.85
Rwandao 99.69 81.19 1.199 1.484 ~18.10 26.48
Tenzanla 4.00 68.19 8.726 2,236 200,99 1.82
Uganda 1470.96 1399.10 9.073 8.088 ~18.60 33.66
Zsire §8.00 84.47 1.926 1.407 86.99 26.26
Zimbabwe 1.84 1.64 66,7886 72.706 -9.60 1.06
Total 190.66
Trade-weighted average

(East Africs)
Bolgium 47.48 37.20 2.272 3.196 -28.99 8.02
Italy 1680.86 1278.¢0 @.088 9.098 ~268.689 81.20
UK 8.67 9.856 160.234 182.640 «12.20 568.94
West Germany 2.32 1.80 48,660 66.165 «29.60 3.28
France 7.13 8.09 16.126 19.828 -28.78 2.61
Total 109.990
Trade-welighted average

(Europe) (~18.60)
Molewi 1.81 2.36 59.441 £50.499 17.76
Zambie 8.86 9.17 16.750 12.978 21.40

1/ Weights based on export levels Jan - Sept 1988

ANNEX II
Page 9
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SOME_TRADE PROMOTION ISSUES

A. DUTY DRAWBACK SCHEME

The introduction of a revised duty drawback scheme should be the
subject of a separate study to ensure that recommendations are appropriate
to the legal, administrative and organisational capabilities in Burunddi,
The observations contained in this note should be regarded only as
indicative of what may be possible.

The Need For Revision

The objective of a duty drawback system is to ensure that
Burundian exporters have access to imported inputs at international prices
and thereby enable them to compete more effectively on export markets.
Following the introduction of Burundi’s new tariff schedule, which levied
higher tariffs on imported industrial inputs, an efficient means of
rebating these tariffs to exporters is now especially important. Mission
discussions with both the private sector producers and the government
officials concerned with the administration of the existing drawback scheme
indicated that there was substantial confusion as to just how the scheme
was intended to work, who was eligible for rebates and how claims were
intended to be made. At present there is no fixed formula for rebate nor
any clear guidelines on how to verify and process claims.

Basic Principles

The basic principles underlying the introduction and operation of
a duty drawback scheme are no different fom other policy reforms
implemented as part of Burundi’s structural adjustment program. These
concern the need for:

1. transparency - all parties should be able to have a clear
understanding of the operational procedures and
the extent of recipients’ benefit entitlements;

2. automaticity - the degree of administrative discretion in the
processing should be minimizeds

3. efficiency - the scheme should be simple to implement and
appropriate to the country’s requirements.

Alternative Approaches

Essentially, there are three basic approaches to a drawback
system:

(1) Duty Exemption whereby imported inputs used for the
production of exports can be temporarily imported with a waiver of the
duties normally payable. While this is a very simple and efficient element
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and does not tie up exporters’ financial resources, it can pose difficult
problems in trying to establish ex ante the proportion of production that
will eventually be exported. It is best suited to companies exporting
their entire output.

(11) Individual Drawback: Tris is perhaps the most widely used
model whereby all importers are required to pay duty upon clearance of
goods through customs. The duties are then rebated at the time of export
according to the proportion of imported goods used in the production of the
export. This does present substantial financial and administrative costs
to the exporter, and it becomes difficult to operate when there are many
stages of local value added in processing.

(111)Fixed Drawback An attempt to overcome some of the
administrative complexities of the individual drawback scheme is the fixed
drawback scheme. Under this system an average input/output schedule is
constructed for each product in each industry, and rebates are paid
automatically according to the fixed schedule irrespective of individual
company cost profiles. Thus either over or underpayment is the norm.

Beneficiaries

As economies become more developed, the identity of the
beneficiaries of the rebate becomes important. For instance, who is
economically most entitled to the rebate when a domestic manufacturer
purchases imported inputs from a trading house but sells his exports
through another trading house? And who should get the rebate when a
manufacturer sells products which have used imported inputs to a second
manufacturer who uses them to produce exports? At this stage of Burundi’s
development, these questions are marginal, although any system established
now should be flexible enough to accommodate these problems.

Method Of Payment

The method of payment can also be an important constituent of the
duty drawback scheme. In considering the method of payment, account must
be taken of the government’s need to be guaranteed the initial payment and
the importers® need to avoid excessive payments and the tying up of large
cash balances. Several alternative systems have been introduced around the
world which have utilized, for example, tax credits, bank guarantees,
deposited holding accounts etc. All have different costs and benefits
assoclated with them.

Coverage

It is also important to clarify the coverage of the duty drawback
scheme. Essentially, the principle should be to rebate all indirect taxes
that may be levied on inputs into export products and on the sales of
export products. Any drawback scheme contemplated for Burundi should have
this concept embodied in it from the start, in order to avoid confusion
should new taxes be introduced subsequent to the drawback scheme.
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Input Coefficient Schedules (ICS)

An important feature of a drawback system is the estimation of

accurate input/output coefficients for each export product vis-a-vis its
imported inputs. Such a schedule ensures complete transparency of each
transaction and provides an agreed basis for the computation of rebates.

In most systems in operation, the requirement is for a detailed physical
quantity and cost coefficient for each imported input in each export
product so that the appropriate duty rate can be applied to each input.

For Burundi, only a single cost estimate would be required corresponding to
the total import cost. (This would be supported by the physical
coefficients in the first instance as all imported raw materials and
intermediate goods have a common tariff rate.)

Proposals For Burundi

There are several features of the export sector in Burundi which

might influence the type of drawback system introduced.

1.

2.

3.

At present, the industrial structure is quite simple with very
little inter-industry linkages. Thus, the problems associated
with demand for rebates on indirect imports are small. They
nonetheless exist. Rudipaints and Robbialac, for instance, both
sell paints made from imported constituents to export industries
such as Verrundi. The only satisfactory system of overcoming this
problem of rebating duties on indirect exports is to operate a
system of domestic letters of credit whereby the company exporting
the final product opens a letter of credit in favor of the
supplying company for the amount of their products used in the
manufacture of the final export goods. Rebates are then
negotiated by the supplier on the value of the letter of credit
which represents the amount of the intermediate good finally
exported.

The operation of a domestic letter of credit system is not
recommended yet, on the grounds that it would complicate the
introducticn of the new drawback system; in addition, given the
degree of inter-industry linkages, its cost of administration
would perhaps exceed its benefits in terms of increased exports.

The tariff system now has standard rates for all raw materials and
intermediate goods. This will in effect avoid the need to
calculate individual coefficients for exports, which are often
required in countries where there are a great many rates of duty.
Thus, the ICS can be based on total imported costs per unit of
output.

There are comparatively few companies in Burundi -- too few to
enable the estimation, at least at this stage, of individual
company/product ICS rather than aggregated industry wide ICS.
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Semi-Fixed Drawback Scheme

The mission’s initial recommendation, which must be subject to
more detailed investiageion and scrutiny, is to introduce a semi-fixed
drawback scheme under which an ICS would be agreed with each company for
each relevant export product. Instead of a list of individual physical
input coefficients, the ICS would comprise a single imported cost element
per unit of output, and it would be against this value that duties rebates
would be calculated by applying the currant rate of duty at the time of
export. Rebates should be based on the rate of duty current at the time of
export rather than the rate at the time of import. While this is likely to
overestimate duty rebates, it would be simple to apply and would save in
terms of administrative costs on the part of the exporter and government.

An essential feature of this system would be the need to regularly
update the cost component. This should be undetaken at least every 18
months or more frequently at the instigation of the exporter in response to
sudden price changes.

To avoid delays in payments and reduce adm: .’ rative meanderings

we would recommend that the rebate system is not op on the basis of
cash payments but on negotiable tax credits. Do- aring a fixed
value can be used to offset any government tar ° :i_ + trans:stion

taxes, turnover taxes, import duties etc. T ..aus way ax -~erti icates can
be issued without direct recourse to the 7.easury. Experien. .as shown
that in times of financial stringency exporters are penalized less under a
tax credit system than under cash rebate systems.

At a future date, the system could easily be extended to
incorporate indirect exports via domestic letters of credit.

Institutional Structure

The overall responsibility for the administration of the drawback
scheme would be with the Ministry of Commerce and Industry, specifically
with the Director responsible for Government Receipts. In accordance with
the principles of transparency, we would recommend that a small
advisory/coordinating committee be established, chaired by the Director
responsible for Government Receipts and comprising representatives of the
private sector as well as representatives of other interested government
departments. The function of the committee would be to assist the Director
establish guidelines and procedures, coordinate the different bodies
involved and review appeals and complaints as they arise, as well as to
deal with the inevitable oversights that accompany the introduction of new
policies.

The day to day running of the scheme should be with the Director’s
departmental staff who would specifically be responsible for:

- evaluating and agreeing ICS’s

- processing applications

- dissuing tax credits

- monitoring ICS’s and price changes
- auditing on u periodic basis ICS’s.
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A staff of perhaps 3-4 people would be needed.

It is very important that the introduction of a revised duty
drawback system is undertaken as soon as possible. Technical assistance
may be required to assist the Government in implementing the scheme
devising appropriate operating procedures, estimating the ICS and in
providing more general training of the unit’s staff. We would envisage
between 4-8 man months of technical assistance for this purpose

PREFERENTIAL TAXATION OF EXPORTERS

Introduction

Even after the current policy reforms have been implemented and a
new policy drawback scheme introduced, the policy environment will still
significantly favor import-substitution industries relative to export
industries. To move towards a more neutral policy environment, positive
incentives must be given to those companies which export. A significant
contribution to achieving this goal could be obtained from the introduction
of a two-tier system of company taxation which favored exporting companies
by taxing their profits at a lower rate in proportion to the amount they
exported., Details of such a scheme are given below.

Principles

The formulation of the recommendations that follow has been guided
by two important considerations: first, company tax should be set at a
level which both permits an acceptable inflow into the public treasury as
well as enabling the private sector to retain enough earnings for the
initial invegtment to be worthwhile. Second, it is vitally important that
the taxation system is such that it can be used to direct incentives
towards desired sectors - in the case of Burundi, this will primarily be
the export sector.

Two-Tier Taxation System

Under a two-tier tax system, exporting companies pay a profits tax
rate much reduced in comparison to the rate applying to non-exporting
companies. At the heart of this scheme are two proposals:

(a) maintain the existing permanent rate of profits tax; and

(b) grant substesatial or total exemption from this in relation
and in direct proportion to one simple criterion:. the
proportion of a company’s sales made to export markets.

It would clearly be for the Burundi Government to set the two
appropriate tax rates; the important aspect to be borne in mind is that the
current level of 457 should be maintained for the higher rate and for the
lower rate, it should be reduced to a less penal level in order to
encourage industries to expand export output.
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In order to illustrate the way in which this system would work,
the following examples were prepared:

Tax Regime Scheme Basic corporation tax rate - 45%
Tax rate of profits from exports - 5%

Company Illustration Annual value of ex-factory rates FBu 50 million
Gross profit margin 202

Example 1t Sales are 90%7 in export markets: 10% domestic
Example 2: Sales are 50% in export markets: 50% domestic
Example 3: Sales are 107 in export markets: 90% domestic

Hypothetical Tax Regime

Value (FBu mn) %
Profits Tex Tox Rate
Example 1:
local sales 1.0 0.4 45
export sales 9.0 .46 6
Total 10.0 2.86 8.6
Exampie 2
local sales 6.0 2.28 45
oxport sales 5.0 9.26 6
Total 10.0 2.8 26
Exemplo 3
focal sales 9.0 4.96 456
export sales 1.0 9.95 3
Total 10.9 4.1 41

Thus, & company selling entirely in export markets would pay 5%
tax. The company shown here, selling 10% of its output domestically, would
have an average tax rate of 8.5%.

The type of company illustrated in Example 3 -- the more typical
of those in Burundi, able to pick up occasional export orders, but
essentially based upon the domestic market -- would pay 41% tux. The
important aspect is that the company would perceéive that the basic tax rate
is not penal, that there is a built-in incentive to maximize export sales,
and that the government revenue is not significantly reduced as domestic
sales (which most Burundian companies rely at present) are taxed at the
standard rate. Only that proportion of profits attributed to sales in
export markets is taxed at the lower rate.
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It is clear that the choice of tax rates will be largely governed
by two factors:

1, the effect on export incentives; and
2. the effect on the government’s revenue.

Initial discussions of the mission preliminary recommendations
held in Bujumbura with representatives of the Ministry of Commerce and
Industry suggest that a 452:5% structure would be acceptable on grounds of
the second criteria. These rates are recommended, as there would not be a
detrimental effect on export incentives. The proposed 5% should be seen as
the absolute maximum level of taxation on the proportion of profits deemed
to be arising from export earnings. Higher rates will have a significantly
less incentive effect, particularly on future foreign investors who may be
comparing Burundi with locations offering virtually no taxation at all.

Evaluation

This scheme has a number of benefits. First, it is eminently
straightforward and easy both to understand and administer. Second, it
gives tax incentives only to exporters, and therefore helps redress the
anti-export bias policy. Third, it maintains the integrity of Government
revenue, and fourth, it encourages companies to make money and declare
profits.,

In terms of accountability, the system has an additional benefit
in that the proportion of export -eceipts from total receipts is easily
verifiable from records at the Banque de la Republique du Burundi. To
ensure that receipts can be attributed to any one particular year, it may
be necessary, however, to improve the accounting system at the Banque de la
Republique du Burundi to uniquely associate revenues with invoices, thereby
enabling foreign receipts to be apportioned between years.

However, there is a need to weigh these advantages against the
feature that profit rates are not usually identical on export sales and
domestic sales so that the proportion of profits attributed to exports may
not necessarily be the level of profits earned by exports. However, the
advantage of simplicity of operation outweighs this aspect.

An adviser should be appointed to the Ministry of Commerce and
Industry for approximately six months to assist in the implementation of
these proposals.

This system, which incorporates a continuously variable tax scale
and which maintains an incentive to export at the margin, regardless of the
relative importance of exports, would constitute a highly-effective
inducement to the export sector, would stimulate industrial investment, and
would be administratively easy to implement.
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ISSUES IN THE ENERGY SECTOR

(AN UPDATE)

1. The main issues in the sector are included in the main report
(Chapter II). The following paragraphs develop some of those issues and
update information on the sector contained in the last energy assessment
report.

I. WOODFUEL
Demand
2.1 Woodfuels are thought to satisfy at least 70% of final energy

demand. Based on per capita wood consumption in comparable African
countries of 0.25 m3/year to 1.0 m3/year, Burundian demand could range from
1.5 million m3 to 5 million m3 per year. Because of the current shortage
of supply, consumption is is probably at the lower end of that range.

2.2 Household cooking accounts for the bulk of demand. BRural
households (over 90% of the total) gather wood free-of-charge and burn it
in traditional three-stone fireplaces, About 160,000 m3/year of wood is
commercially marketed, mostly to rural industries and institutions.
Charcoal is the principal urban household fuel, particularly in Bujumbura,
where nearly 90% of households use it. Although Bujumbura houses only 5%
of the population, it accounts for some 157 of woodfuel consumption, due to
the loss in charcoal conversion. Urban cooking is mainly on a portable,
single-wall metal stove (imbabura); while more efficient than an open fire,
it still suffers from high energy losses.

Supply

2.3 Total forest cover is about 130,000 ha, of which 70,000 ha are
plantations and 60,000 ha natural forests, 40,000 ha of which are dense
montane forest and 20,000 ha open savannah forest. The mean annual
increment is low, ranging from 1 m3/ha/year in the natural forest to 20
m3/ha/year in the best-managed and most fertile plantations. Total
sustainable forest yield, believed to be about 400,000 m3 p.a., is about
25% of the more conservative consumption estimates. The result is a
progressive decline in the remaining wood stock and increasing use of
fuelwood substitutes, particularly crop residues. Both developments
threaten environmental damage and agricultural productivity.

2.4 Most charcoal is produced and marketed by small-scale
entrepreneurs employing traditional (earth kiln) production techniques.
These are highly inefficient, with an average yield of only 10%. To
protect the environment, the Government restricts charcoal production in
many areas, contributing to periodic shortages.

2.5 The Govermnment’s long-term objective is the restitution of tree
cover on 20%Z of the land area, equivalent to 500,000 ha of forest,

1/ UNDP/IBRD, Energy Assessment in Burundi, March 1982.
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woodland, and single trees. Its strategy is to protect and manage the
remaining 40,000 ha of dense montane natural forest, establish 300,000 ha
of new plantations, and create the balance through an aggressive farm-
forestry program,

2.6 Since 1978, a relatively smbitious program of publle
afforestation has been initiated. During the period 1978 to 1984, a total
of 19,000 ha of new plantations were established with external financing
and 21,900 ha with domestic resources. While these projects have been
implemented effectively, their scale is modest relative to the
demand/supply imbalance and the Government’s ultimate objective, Their
impact on supply has also been blunted by the lack of trained £ield staff
and weak institutions in the forestry sector which have depressed
plantation yields.

Pricing

2.7 There is no systematic wood pricing policy. By tradition,
farmers have the right to cut trees on “"private” land without payment. In
principle, cutting in natural forests and government and communal
plantations is strictly regulated. Either a permit fee or communal tax is
payable. Cutting permits range from BuF 1,800 to 2,500 per lot of 10-15
trees, which is well below the cost of regeneration. Moreover, enforcement
of the fee system is limited and illegal cutting is widespread.

Charcoalers pay a production fee based on the number of bags produced, not
the quantity of wood used. Hence, it provides no incentive to adopt more

efficient productior methods. In 1982, the fee was BuF 30 per bag, about
10% of the retail price.

Institutions and Public Policy

2.8 The Torestry Department, one of four within the Directorate
General of Agriculture, Ministry of Agriculture and Livestock, is
responsible for coordinating all forestry activities. It 4s small {100
staff), and its field organization weak. There is no professional
forester, few skilled extension workers and little forest research.

2.9 Despite its limited resources, the Government recently produced a
Forestry Policy Paper which provides a good overview of the key issues and
outlines a well focussed program of action. It emphasizes the need to:

(a) accelerate reforestation, principally by stimuiasting private enterprise
through the provision of adequate inputs and incentivesi (b) make better
use of public forestry resources, particularly by improving conservation
extension and field services; and (c) disseminate more efficient charcoal
production techniques and charcoal stoves to conserve on wood use. The
challenge is to implement that policy.

Reforestation

2.10 Reforestation has been the principal thrust of past efforts to
improve the wood energy demand/supply balance. While public reforestation
efforts must be sustained at their recent past level of 6,000 ha per year,
shortages of suitable plantation land, public revenue, and trained manpower
preclude & further major expansion. One option for overcoming the land
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supply constraint is to utilize poor mountain ridge land that has little or
no agricultural potential. Although the mean annual increment from this
land will be low, it has zero opportunity cost and there would be
environmental as well as woodfuel supply benefits from its use. There
might well be sufficient to make afforestation economically viable. With
limited manpower and a tradition of free wood gathering, the imposition and
enforcement of full cost recovery on public forestry 1s not feasible.

Where wood fees can be collected, illegal cutting can be controlled, and
the market will sustain higher charges, they should be imposed.
Possibilities include: (a) higher stumpage fees for organized cutting,
based on the economic cost of wood; (b) increased charcoal fees, collected
on the roads into Bujumbura and other towns or from wholesalers; and (c)
full-cost pricing of commercial seedling sales.

2.11 Accelerated private tree planting is essential to supplement
constrained public investment. The principal options are to encourage
small farmer cash cropping of trees and private leasing of underutilized
forest lands. Although private sector costs should be less than those in
the public sector, input subsidization of non-commercial planting will be
necessary to produce an effective supply response on the scale required.
The availability of advice on and demonstration of agroforestry techniques
are necessary concomitants of this effort.

Management and Extension Services

2,12 The Forest Department’s qualified managers, professional
foresters, and extension workers are few and relatively unskilled. These
weaknesses are a major cause of low forest yields and, if allowed to
persist, will blunt the impact of reforestation programs. Returns to
improved management and extension are probably higher than to increased
tree planting. They can also be realized soocner. For example, raising
the yield on all plantations to the very achievable figure of 10 m3/ha/year
would more than triple plantation supply to 0.7 million m3/year, nearly
half the low estimate of wood energy consumption.

2.13 The IDA Forestry II project, launched in 1986, will establish
7,000 ha of new plantations, expand tree nurseries, and promote
agroforestry. It is also heavily focussed on training of forest
management, supervisors, and extension workers. Future lending by
interested donors should continue to focus heavily on promoting private
initiative and strengthening agroforestry extension services.

Charcoal Production

2.14 Although charcoal production by the traditional earthen kiln
method is grossly inefficient, yielding only about 10% on a wood weight
basis, little effort has been made to introduce more advanced techniques.
This is a serious waste of wood resources, as Burundi’s urban population
relies primarily on charcoal to meet its household energy needs.

2,15 Field tests in Burundi have shown that the use of improved
traditional production methods, such as the “casamance" kiln" can roughly
double average wood yields. This technique uses the traditional type of
kiln, but with better wood stacking and closer supervision of the process.
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The only investment is the addition of an inexpensive metal chimney made
from an old oil drum.

2.16 A program to train traditional charcoalers in improved production
techniques such as the “casamance" method should be initiated. It should
be complemented by the introduction of charcoal licenses issued only to
charcoalers who have been trained in the improved production methods.
Licenses would be required of all charcoalers operating in public forest
areas.

Cook Stoves

2.17 A major effort to introduce more efficient charcoal cook stoves
in Bujumbura was launched in 1985 under the IDA’s Urban Development
Project. Several alternative stove models huve been consumer tested and
the best-performing model identified. The next steps should be to
establish bulk production by local artisans and organize a mass-marketing
campaign. Unfortunately, progress in these areas has been slow. Although
more than a thousand stoves have been manufactured, production is far below
target levels. Lack of local funds to procure materials and pay stove
makers is one cause.

2.18 In contrast to the work on urban stoves, there has been little
progress on introducing improved woodstoves for rural areas in Burundi.
This is because: (a) the rural population is not accustomed to cooking
with steves; (b) there is no well-established artisanal production and
dissemination system for stoves in rural areas; and (c) since they do not
purchase fuelwood, rural families do not have a strong incentive to use
fuel-efficient stoves. Given that people in rural areas make up about 95%
of the country's total population and account for about 85% of woodfuel
consumption, there is a strong a priori case for pursuing fuelwood
conservation there.

2.19 However, a sound approach to introducing improved rural stoves
must be determined before embarking on a pre-determined course of action
for large-scale dissemination. This preliminary work should include: (a)
review of current cooking practices and kitchen technology; (i.‘ analysis
of existing and potential incentives to use an improved stove; ,.) design
of a stove which will be fuel-efficient and acceptable to the rural
population; (d) survey of a stove-user control group to gauge technical
performance and consumer reaction; and (e) review of possible production
and dissemination mechanisms. Only on the basis of these efforts, it
should be possible to reach a conclusion on the feasibility of a rural
stove program. In the meantime, efforts should be concentrated on the
higher-return improved urban stove program.

II. PETROLEUM

Demand

3.1 Imports of petroleum products into Burundi totalled 49,000 tons
of oil equivalent (toe) in 1985, 39% higher than in 1980. They accounted
for 16.5% of total merchandise imports (c.i.f. basis), compared to 15.7% in
1980. Increased use of petroleum fuels for mechanized transport and
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machinery is an inevitable consequence of Burundi’s economic development.
Combined with the limited opportunities for inter-fuel substitution, it
implies a continuously rising demand for petroleum products. The
challenge to policy makers is to reduce the cost of those imports and
increase the efficiency with which they are used.

3.2 The product mix of Burundi’s oil consumption is heavily weighted
towards gasoline and gas oil which, in 1985, accounted for over 80% of
the total. The relative significance of these two fuels has changed
sharply since 1980, with gas oil replacing gasoline as the major fuel
(Teble 1).

Table 1: PRODUCT MIX OF OIL IMPORTS, 1980-85
(in percentage)

Product/yoar 1989 1986
o

Gasoline 52.8 38.8

Gas oil ar.3 44.8

Fuel oil 7.2 12.1

Kerosene 2.6 8.3

Total 100.9 108.9

Source : Bank of the Republic of Burundi

3.3 Information on petroleum prices in 1985 is aveilable only for
gasoline, which was priced at FBu 100/1liter (US$0.83/1iter) for both
premium and regular grades. This is 25% higher than the May 1983 price and
about 38% above the economic cost of supply in 1983, since when world
petroleum prices and the cost of trans-shipment to Burundi have both
fallen. Gas oil and kerosene traditionally have been priced above
economic cost also, but by a smaller margin than gasoline. In May 1983,
this margin was about 227 for gas oil and 13% for kerosene. It is assumed
that the same pricing system still applies, with the result that consumer
fuel choice is biased towards gas oil and kerosene, relative to gasoline.
This may account for the more rapid growth in demand for gas oil and
kerosene. It should be noted, that marketing company overhead costs and
profit margins fixed at FBu 2 and FBu 2.5 respectively have not been
adjusted since late 1960s. A review of pricing policy should be
undertaken.

Supply

3.4 Petroleum demand is met entirely from imports of refined products,
the cost of which averaged US$94 per barrel c¢.i.f., Bujumbura in 1985. In
part, this high cost is a result of Burundi’s landlocked position and small
market, which raise the cost of transport and reduce buying leverage.
However, it also reflects a lack of expertise in the purchase and transport
of petroleum products.

3.5 No indigenous hydrocarbon deposits have been discovered in
Burundi, although the results of gravity and airmag surveys in the early
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1980s showed some potential. Technical assistance was provided to help the
Government define an exploration promotion strategy, which resulted in one
international oil company (Amoco) signing a petroleum exploration agreement
in late 1984. Exploration activity began in 1985 and has concentrated on
Lake Tanganyika and the Ruzizi plain. It has consisted of both geological
and geophysical surveys, although the extent of exploratory drilling is

not known. In part, this is because the government lacks geological
expertise, and hence the ability to monitor and assess progress with the
exploration program.

3.6 In view of the region’s limited geological potential and the
small size of the regional market for petroleum products, the probability
of a hydrocarbon find worthy of commercial development is remote. Burundi’s
major problem in the petroleum subsector will, therefore, remain the high
cost and suspect reliability of petroleum supply.

3.7 The Energy Assessment report proposed a three-pronged strategy to
deal with these twin problems, consisting of: (a) efforts to identify
lower-cost sources of petroleum supply and a cheaper and more reliable
transport route; (b) preparation of contingency plans for dealing with a
possible interruption of supply; and (c¢) improved efficiency in the use of
oil and exploitation of opportunities to substitute lower-cost domestic or
imported fuels.

Petroleum Purchase and Transportation

3.8 Until mid-1978, the sole source of petroleum supply was
Tanzania’s Dar-es-Salaam refinery, from which supplies were shipped by rail
to Kigoma and barge to Bujumbura (the"southern route"). When capacity on
this route declined in 1978, supplies were purchased from Kenya'’s Mombassa
refinery and shipped via pipeline to Nairobi and truck through Uganda and
Rwanda (the “northetn route").

3.9 At the time of the Energy Assessment 2 in 1980, the average cost
of petroleum product imports was about US$100 per barrel. According to the
Assessment, these costs could be reduced by about one-third by:

(a) purchasing supplies in the open market rather than from the Mombassa
refinery; and (b) switching imports from the northern to the southern
route. By the time of a detailed evaluation of supply options funded by
the Energy Sector Management Assistance Program (ESMAP) in 1983, import
costs had been reduced to US$85 per barrel. Forty percent of the decline
was due to direct purchasing of about half the supplies from the Middle
East and 60Z from reduced transport charges. Transportation was still
exclusively by the northern route.

3.10 The evaluation suggested that the least cost supply option was to
purchase all finished products directly on the Middle East open market,
unload them at Dar-es-Salaam and transport them by rail to Kigoma and from
there by barge to Bujumbura. This approach would reduce costs by about

27% relative to purchase from the Mombassa refinery and transport via
Uganda and 11% relative to purchase on the Middle East market and transport
via that route. However, the unreliability of the Tanzania railroad was a

2/ Op. cit.
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major deterrent to sole reliance on this option. It was therefore
recommended to' continue importing via Uganda, but experiment with shipments
through Tanzania to test the reliability and cost of this route.

3.11 It is not known whether this test was run and, if so, what
results were achieved. However, all petroleum supplies in 1985 were still
imported via the northern route, implying that serious doubts persist as to
the speed and reliability of the southern route. Recent improvements in
that route, which have reduced average transit times from a peak of four
to five months to 30 to 50 days, suggest that the recommended experiment
should be tried.

3.12 In addition to lacking expertise in petroleum purchasing and
transportation, Burundi is ill-equipped to supervise the operation of the
two petroleum companies directly responsible for importing and
distribution. This is necessary to ensure that savings in import costs are
passed on to consumers, not retained by the companies, that their
operations are managed efficiently, and that petroleum prices reflect
economic costs of supply. The ESMAP supply options study recommended:

(a) the formation of a Hydrocarbons Unit in the Ministry of Public Works,
Energy and Mines to be responsible for these tasks; and (b) the secondment
to the unit of a petroleum procurement and marketing adviser to advise on
negotiations for lower-cost import arrangements and appropriate price
structures and to train Burundian counterparts in these tasks. The
Hydrocarbons Unit has since been established and funding provided for the
adviser under the IDA Power Transmission and Distribution Project.

Stockpiling/Contingency Planning

3,13 Following severe petroleum supply interruptions in 1979, due to
the war in Uganda, construction was begun of a new 20 million liter
(126,000 barrel) oil storage facility at Gitega to supplement the existing
12.5 million liter (78,000 barrel) facility at Bujumbura. While agreeing
that Burund{i should maintain a stock of critical petroleum products, the
Energy Assessment suggested that the decision as to how much stock to carry
should be based on explicit estimates of the cost of stock holding and the
savings from avoiding air freight charges in the event of disruption to
lend transport. Rough estimates of the associated costs and benefits

- showed that a substantial addition to the traditional three-month stock was
Justified only if the probability of a three-month supply blockade in the
next six months was 15% or greater--a relatively pessimistic scenario. In
the event, petroleum stocks at end-1985 were only 5.6 million liters, less
than two months’ consumption, all of which were held at the Bujumbura
facility. Burundi has, appropriately, not engaged on a major build-up of
petroleum stock.

3.14 A second and related recommendation was that steps be taken to
prepare a contingency plan for the use of petroleum stocks in the event of
a serious supply interruption. This would ensure that the most effective
use was made of existing stocks in such an event. A necessary first step
was to identify the major consumers of petroleum, a process that was
started, How far this work has progressed and whether a contingency plan
has been prepared is not known.
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Substitution
3.15 The scope for substitution of petroleum by alternative fuels in

Burundi is limited both by technical factors and the cost of substitutes.
There are no technically feasible substitutes for petroleum as a vehicle
fuel, its major use. The potential petroleum substitutes for industrial
process-heating purposes are electricity, coal, and peat. Unfortunately,
the high ash content of Burundi peat makes it unsuitable for use in fixed-
bed boilers. The alternative of fluidized- bed boilers 4is more costly
and the technology unproven in Burundian conditions. Electric boilers are
probably not an economic option for base load use. At the current medium-
voltage tariff of FBu 11.0/kWh (USc9.6/kWh), the amount of electricity
equivalent in heating value to a litre of gas oil, which wholesales for
about US$0.80, costs US$1.30. Electricity would have to be priced at
BuF6.8/kWh to compete with diesel and less to displace it. The only
feasible option is use of low cost off-peak electricity that otherwise
might be wasted due to limited hydro storage capacity.

3.16 Solar water heating may have substitution potential, but this has
yet to be demonstrated. Its evaluation at some of the major users of
imported energy such as the brewery and textile plant, should be a priority
task of the Centre de Recherche des Utilisations des Energies Alternatives
(CRUEA). Coal from Zaire was a further option, but it is not clear that
this remains viable.

Conservation

3.17 Although the scope for cost-effective ccanservation of petroleum
fuels has not been explored systematically, the potential is probably
limited, due to the already high cost of fuels and high proportion of
petroleum use in vehicles and amall stationary engines. Although technical
assistance in this area would realize some benefits, the probable modest
value of the savings suggests this is not a high priority.

III. ELECTRIC POWER
Generation

4.1 Burundi’s mountainous terrain and abundant rainfall result in
significant potential for the generation of hydroelectricity, estimated at
285 MW in total. However, most sites are small and scattered, resulting in
high cost per unit of power supplied. The least-cost major potential hydro
tesource is the Ruzizi River, which flows between Lakes Kivu and
Tanganyika. Until 1982, the 28.2 MW Ruzizi hydro plant, located on the
Ruzizi at its outlet from Lake Kivu on the Rwanda/Zaire border, was the
principal source of power supply to Burundi. In the past four years,
Burundi has commissioned two of its owm hydro plants at Mugere (8MW) and
Rwegura (18 MW) to complement its previously limited indigenous diesel and
small hydro capacity.

4.2 A single power utility, Regie de Distribution d’Eau et
d’Electricite (REGIDESO), is responsible for the bulk of domestic power
generation, transmission and distribution. Rural electrification is the
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responsibility of the Departement de 1’Hydraulic de 1’Electrification
Rurale (DHER) under the Ministry of Rural Development. The Ruzizi
generating plant and the transmission line to Bujumbura are owned and
operated by Soclete Nationale d’Electricite (SNEL) of Zaire. Burundi is a
shareholder of the Societe Internationale d’Electricite des Pays de Grands
Lacs (SINELAC), which is constructing the Ruzizi II hydroelectric project.

4.3 Total installed power capacity in Burundi is 37.8 MW, of which
29.7 MW (79%) is hydro and the remaining 8.1 MW (21%) diesel. In addition,
Burundi has the right to 2.5 GWh per month of energy from Ruzizi I stationm,
1.02 GWh of which is free, the balance at a nominal tariff payable in local
currency. Amounts above 2.5 GWh/month are sold by SNEL on an interruptible
basis for a (low) tariff of 1.83 Buf/kWh. To satisfy expected future
growth in power demand, Burundi is participating in development of the

26.6 MW Ruzizi II generating station on the Rwanda/Zaire border.
Commissioning is planned for early 1989 and addition of a third 13.3 MW
unit for about 1992, depending on load growth.

4.4 In 1985, indigenous hydro supplied 46.6 GWh (51%) of total power
sent out, imported hydro 42.4 GWh (46%) and private generation (a mix of
diesel and small hydro) 3.0 GWh (3%). Since then, commissioning of the
18MW Rwegura hydro plant in 1986 has sharply reduced power imports.
However, Burundi’s decision to build Rwegura, in order to increase
strategic control over its power supply, rather than accept a larger supply
from the least-cost source (Ruzizi II), will mean higher power costs.

These will be financed either by consumers, through higher tariffs, or from
budget subsidies, or a combination of the two.

Transmission and Distribution

4.5 The transmission system is small, but has expanded rapidly in the
past two years in an effort to increase access to power supply. Prior to
1985, it consisted solely of a 70 kV line from Ruzizi to Bujumbura, a 35 kV
line from Mugere to the capital and short 30 kV lines connecting the towns
of Gitega, Bururi, and Muramvya to small neighboring hydro stations. In
the past two years, a 110 kV line has been opened from Rwegura to Bujumbura
and the substations around the capital linked by a 30kV subtransmission
ring. A 30 kV line is under construction from Rwegura to Ngozi via
Kayanza, and a second line from Bujumbura to Ijenda and Tora, financed by
FED. KFW and EIB are jointly funding a 30 kV link between Rumonge and
Bururi. Planned additions to the transmission system under the ongoing IDA
project consist of: (a) a 110 kV transmission line from the new Ruzizi II
station to Bubanza, where it will link with the existing Rwegura-Bujumbura
110 kV line; (b) 30 kV subtransmission lines from Cibitoke to Rugumbo and
Mparambo and from Bubanza to Mpanda and Muzindaj; and (c) associated
substations, with provision for further potential extensions to the
transmission system.

4.6 At present, the distribution system is heavily concentrated in
Bujumbura and totals some 400 km. Only 27 of the population has access to
electricity, 90% of whom are located in the capital. This low penetration
is a functi-n of the limited number of economically viable electricity
markets in a predominantly rural, low-income country. Nevertheless,
considerable new investment in the distribution system is underway. The
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IDA project will finance 13.6 km of new 10 kV and 106.4 km of new 400 kV
lines in six low income districts of Bujumbura, with the objective of
connecting 3,300 new consumers. Twenty-one and one half kilometers of low
voltage lines will also be constructed to connect 420 consumers in seven
regional towns northwest of the capital. EIB is funding the
electrification of Teza and Bukeye and, with KFW, of the Bururi and Rumonge
areas.

Isolated Power Systems

4.7 DHER, established in 1979, has commissioned seven isolated mini-
hydro generating stations, ranging from 0.025 to 0.24 MW, two 0.09 diesel
stations and 43.5 km of subtransmission and distribution lines. Three
other mini-hydro stations and a further 63.5 km of transmission and
subtransmission lines are under construction or f£irmly planned.

4.8 Once complete, DHER facilities are handed over to the users, who
are then responsible for operation, maintenance, and debt repayment. As
they often lack the necessary resources and skills, this results in
inadequate maintenance and problems with the purchase of spare parts.
Coordination of DHER’s planning with that of REGIDESO is also weak. While
a possible option might be for REGIDESO to take over responsibility for
isolated systems, this should be carefully evaluated given the poor
financial situation and management capacity of that enterprise. Provided
that these problems are solved, this alternative would improve system
maintenance and repair and promote coordination of these investments with
electrification of the country as a whole. In the short-term, REGIDESO
capacity to manage these responsibilities is quite inadequate, and
coordination should be provided by the Ministry of Energy and Mines.

Load Growth and System Development

4.9 Under the IDA Power Transmission and Distribution project, power
sales were forecast to reach 69 GWh in 1985. Actual sales in 1985 were
75.6 GWh (Table A3.2). The sharp increase was due largely to demand from a
new glass bottle plant. Whether this above-forecast growth is sustained
will depend largely on the pace of future growth of industrial demand.

Tablo A3.2 ELECTRICITY SALES ON THE INTERCONNECTED SYSTEM
1983 AND 1985 (Gih)

Public and
Private Sorvices
Yoar Domestic Industry Uwn Use Total
1983 20.4 26.8 12.1 57.8
1986 19.8 41.8 14.2 76.68

Source: REGIDESO
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4.10 Assessment of the adequacy of existing and planned power
capacity, relative to Burundi’s future needs, requires review of demand and
supply on the interconnected power system serving Burundi, Rwanda and the
Kivu province of Zaire. On the supply side, it is assumed that Ruzizi II
is commissioned in January 1989 and achieves 602 of its potential power
output in that year. Rehabilitation of Ruzizi I will begin in late 1987,
resulting in a loss of 25% of its potential output in 1988 and 1989. Based
on an assumed average annual demand increase of 102 on the interconnected
system and 11.3% {n Burundi over the 1986-95 period, and assuming no other
major capacity investments, Burundi will have an over-supply of electric
power from 1989 until 1994 (Table A3.3).

4.11 Planning has begun in order to identify the least-cost option for
meeting the forecast shortfall of energy in 1984, and should be based on
the synthesis of national investment plans for Zaire, Rwanda, and Burundi.
The plan for Zaire is nearly complete, the other two are being started in
1987. Coordination and synthesis of the national plans should be the
responsibility in 1988 of EGL (Energie des Psys des Grands Lacs), a joint
energy planning organization formed by the three countries. A request has
been received from the governments of these countries for ESMAP assistance
to assess the future role and work program of EGL in this and other
regicnal planning and policy issues. Such assistance is under
consideration.

Teblo A3.3: FORECAST OF SUPPLY OF AND DEMAND FOR
ELECTRICAL ENERGY ON THE INTERCONNECTED
SYSTEM, 1986-96 (G¥h)

1986 1987 1988 1989 1980 1991 1992 1993 1984 1996

Demand

Tatre (Kivu) 63 59 és 72 78 88 93 101 110 120

Ruands 118 120 180 141 163 166 178 192 207 224

Burundi 97 108 120 136 149 168 184 205 228 266
Total 260 287 318 849 380 418 465 498 646 609

Supply 282 346 318 402 488 488 4868 6168 648 546

Su r; lus/

Oeficit) 12 67 70 163 108 70 31 18 (1) (54)

Source: World Bank estimotes.

4.12 The ability of REGIDESO to absorb the surplus energy available
through 1993 will be constrained by the viability of additional demand
beyond that to be served by the planned transmission and distribution
extensions. That in turn will be affected by REGIDESO'’s connection charges
and term payment provisions. In 1985, these charges averaged FBu 60,000
(US$526) per customer and a minimum household income of FBu 26,000/month
(US$228) was considered necessary to finance them, on a term-payment
basis. This excluded 90Z of the households in the low income areas of
Bujumbura. It was estimated that halving the connection fee to FBu 30,000
would increase the proportion of potential household consumers to about
30%Z. REGIDESO has since introduced a term payment system for connection
charges but has maintained the level of the fees. Action on this front is
however needed. Electricite de France 1s currently studying the opticns
for doing so.
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Tariffs
4.13 As stated in paragraph 3.14, the LRMC of power on the inter-

connected system was estimated in 1985 to be FBul2.1/kWh at the medium
voltage level and FBul8.6/kWh at the low voltage level. Medium voltage
tariffs were then FBu8.0/kWh and low voltage tariffs FBulO.6/kWh,
equivalent to 65% and 60% of LRMC respectively. In July 1986, they were
rajsed to FBu 11.0/kWh (medium voltage) and FBul2.0/kWh (low voltage). In
aggregate, this increase did little more than compensate for inflation, and
low voltage tariffs as a proportion of LRMC actually declined. A refined
estimate of LRMC will be prepared by the Least-cost Power Expansion Plan.
It is recommended that average tariffs be raised progressively to at least
80% of this LRMC by 1992.

4.14 Despite rising tariffs, revenues from the sale of electricity
failed to cover REGIDESO’s operating costs in either 1984 or 1985. Interest
charges doubled between the two years, mainly due to the Rwegura project,
and debt service asrrears to the Government and international organizations
totalled over BuF300 million in 1985. In future years, payments on the
BuF3.5 billion Mugere project could be an added financial burden depending
on whether the related 1liability is passed on to REGIDESO by the Government
in the form of debt or capital contribution. A prompt decision is needed
on this issue to clarify REGIDESO’s financial soundness and make
appropriate financial planning decisions.

4.15 A program of financial reform actions to restructure REGIDESO’s
balance sheet has been under discussion since 1984. Such a program would
include: (a) offset of Government arrears for water and electricity
consumption and REGIDESO debt service due to Government; (b) debt relief
for the Rwegura hydroplant; (c) clarification of the liabilities to be
borne by REGIDESO for the Mugere hydroplant; and (d) adoption of a sound
methodology to write off uncollectable bills and dead stock. These actions
are the first steps to put REGIDESO on the path of financial soundness and
need to be given immediate attention by the Government and the entity.

IV. PEAT
5.1 Burundi has large reserves of peat, estimated at 57 million

tons. They are located in three areas: the highland bogs in the south (1
million tons), the Nyamuswaga area near Ngozi (4 million tons) and the
Akanyaru valley (52 million tons). The highland bogs, which drain
naturally by gravity, are suitable for semi-automatic sod production. No
production trials have been instituted at the Nyamuswaga bog. Although the
Akanyaru valley reserves are considerable, they do not drain naturally and
would require costly hydraulic mining. Their exploitation could also
have serious environmental consequences and should not be considered unless
a potential market is identified.

5.2 ONATOUR, a state

~-owned organization, is responsible for peat production and marketing.
Commercial production, which began in 1977, i1s now concentrated in two bogs
in the highland area and totalled 15,000 tonnes in 1986. Consumption was
about 12,000 tonnes. The army accounted for 90%, and two prisons, several
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bakeries, and other small customers for the balance.
5.3 Uncertainty as to the economic potential of peat as an energy

source, coupled with high production and marketing costs, have prevented
the growth of peat production and consumption beyond its current level. An
ESMAP report, issued in 1985, sought to define the potential and outline a
strategy to reduce production cost. The report concluded that increased
output and higher efficiency could halve the then 9.35 BuF/kg cost of
supply. At this lower cost, and compared to 1985 petroleum prices, 28,000
tons of peat could be competitive with petroleum fuels for {ndustrial
process heating, assuming it was burnt in fixed-bed boilers. Substitution
for charcoal in household cooking might also be economic, but was not
viable financially at then prevailing charcoal prices.

5.4 Two criteria had to be satisfied in order to realize this
potential. First, ONATOUR had to reduce overheads and increase production
to spread fixed costs over a larger output. Second, the peat had to be
chemically tested to establish its combustion characteristics and
suitability for use in fixed-bed boilers.

5.5 By the first quarter of 1986, ONATOUR had marginally raised
output and reduced overhead costs. Although this represented only a
fraction of the targeted improvement of 50%, permitted a price cut from FBu
9/kg to FBu 8/kg. Peat sample firing tests in 1986 showed that, because of
the peat’s high and variable ash content, costly and technically complex
fluidized-bed boilers, rather than fixed-bed boilers, are necessary for
successful industrial combustion. The capital cost nf these boilers is
typically three or four times that of a conventional fixed-bed boiler. In
addition, oil prices have fallen sharply since 1985, reducing the potential
competitiveness of peat. The combined effect of higher capital costs and
lower substitution benefits is that peat substitution projects that
promised a pay back of one to two years in 1985 showed a payback of four to
seven years in early 1987. Furthermore, as the fluidized-bed technology is
relatively new and complex, it is wunlikely to prove reliable in Burundian
conditions. Until both the reliability of fluidized-bed boilers is
proven and the economic and financial cost of oil again substantially
exceeds that of peat, a major increase in the industrial use of peat is
unfeasible.

5.6 Aside from limited additional demand from the artisanal sector,
the only further option for using peat is as a charcoal substitute in
household cooking. To reduce smoke and smell and improve combustion, the
peat would have to be carbonized. This has been done successfully in
Senegal and on a small scale in Burundi. Preliminary analysis suggests
that charpeat might be retailed for as little as FBu 20/kg (FBu 1.0/MJ) in
Bujumbura, compared with FBu 40/kg (FBu 1.63/MJ) for charcoal. An ESMAP
project has been proposed to evaluate both the economic and sociological
feasibility of its production and marketing.

V. RENEWABLE ENERGY

6.1 With the exception of solar water heating, windspeeds, and crop
drying, potential for non-biogas renewable energy appears to be limited.
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Windspeeds are generally inadequate for power generation (although further
research should provide more conclusive data), and geothermal
reconnaissance has shown that this potential is also limited. Biogas is
currently being researched by Germany, Belguim, and China. In addition,
Germany is financing a Special Energy Program which will provide a broader
data base upon which to evaluate the feasibility of different renewable
energy possibilities in Burundi. Efforts should be concentrated in a few
of the more promising areas and on areas where renewable energy might be
able to substitute for imported petroleum fuels, s'ch as solar water
heating and crop drying.
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TABLE 1.1. BURUNDI: POPULATION BY PROVINCE, 1870-84

1984 Estimatos

Province Consus Eotimates Growth Rate
1979 1984 1079-84 Melos  Porcent Females Porcent Total
Bubanze 164,908 179,458 8.8 89,6684 49.9 89,8984 88.1 179,468
Bujumbura 460,045 629,868 8.8 278,060 $1.7 266,989 48.3 529,869
Bururl 813,910 846,622 2.4 168,214 48.5 178,308 51.6 846,622
Cenkuzo 197,560 119,207 2.4 58,197 48.8 61,019 61.2 119,207
Ciblitoko 179,668 210,389 8.7 104,536 49,7 108,796 §3.8 210,380
Gltogo 471,020 521,621 2.4 247,880 47.5 278,732 §2.5 621,621
Karuzi 216,689 287,828 2.9 112,978 47.6 124,366 82.4 237,328
Kayonza 868,585 417,710 2.6 209,638 48.0 217,177 52.6 417,710
Kirundo 289,181 827,945 2.9 154,088 47.8 172,98082 62.7 827,945
Makambe 128,897 139,678 3.4 87,871 48.8 73,707 51.4 189,678
Muremvyea 877,242 410,999 2.0 198,510 48.3 212,489 61.7 410,990
Muylinge 267,289 280,328 2.7 136,002 47.8 152,880 §2.7 289,822
Ngozl 894,861 489,889 2.6 216,644 47.9 228,786 52.1 489,330
Rutono 141,867 162,889 3.2 77,482 47.8 84,806 52.2 182,088
Ruyigl 187,082 189,807 2.8 83,464 47.8 ©8,843 52.2 189,807
TOTAL 4,028,420 4,520,576 2.7 2,192,021 48.56 2,526,681 61.6 4,521,892

Sourco: 1979 Census ond Post-Consus astimates, Minlotry of Interlor.
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TABLE 1.2. BURUNDI: POPULATION BY AGE AND SEX, 1984

Parcent Percent
Age Group Males of Total Fomalos of Total Total
Population Population

0-4 416,848 9.2 412,109 9.1 828,957

5-9 808,819 8.8 316,464 7.0 824,283
18-14 260,640 5.8 265,248 5.9 525,883
156-18 228,297 6.1 229,81¢ 6.1 468,197
20-24 226,434 6.9 236,346 6.2 461,769
25-29 186,471 4.1 198,208 4.4 383,769
30-34 180,118 2.9 139,772 3.1 269,890
85-39 91,879 2.0 105,898 2.3 107,772
48-44 78,121 1.8 89,804 2.0 182,926
45-49 ! 82,155 1.4 81,339 1.8 143,494
650-64 54,072 1.2 66,965 1.6 126,037
66-89 42,739 9.9 56,148 1.2 98,887
60-64 34,117 0.8 41,700 8.9 76,817
66-89 30,833 8.7 39,583 2.9 79,388
78-74 20,192 0.4 22,832 2.5 43,024
76 - 27,884 2.8 27,877 2.8 66,661
TOTAL 2,192,619 48.6 2,827,983 b1.5 4,620,672

Source: 1879 Census and Post-Consus ostimotes, Ministry of Intorior.
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TABLE 1.8. BURUNDI: AGE-SEX SPECIFIC LABOR FORCE

PARYICIPATION RATES, 1981 1/

Age Group Males Fomalas Total

19-14 43.8 54.2 48.9
16-19 89.9 96.7 91.8
20-24 97.8 99.3 £8.1
26-29 9.3 99.4 8.8
80-34 99.8 99.4 99.8
86-89 9.8 98.6 99.7
40~-44 99,2 99.9 99.6
46~49 08.4 99.2 08.7
60-64 07.7 98.1 97.8
66-69 98.9 91.3 98.4
60-84 84.2 18.9 81.3
86-89 81.8 6.7 78.8
70-74 . 72.7 638.7 88.2
76 o 72.8 68.7 86.7

1/ Economically active population oo o percentsgo
of total populstion.

Sourco: Post-Consus Survey,
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POPULATION AND EMPLOYMENT, 1979-85

ITEM 1979 1988 1981 1982 1983 1984 1985

A. Population and Employment (in thousends)
Total population 4022 4130 4241 4365 4472 4520 4842
Vorking sge population 2106 2162 2220 2280 2341 2366 2429
Active population 2086 2141 2198 2268 2316 2839 2401
Modern sector employment 106 116 128 129 182 183 137
0f which Permpnent 61 54 68 68 61 b7 69
Non-Pormanent 56 82 13 79 71 76 78
Informal sector employment 280 288 286 304 312 320 327

8. Modern Sector Employment

Primary (Agriculture) -- .- 8786 9812 9394 8432 -
Socondary -- - 15460 13868 14918 12831 -
Mining - - 899 1274 528 638 -
Manufacturing - - 4680 4963 6383 4946 -
of which foed and boverage - - 1744 1689 1981 1762 -
Electricity, ges and water - - 2267 897 1061 1019 -
Conatruction -- - 7833 6734 7964 8329 -
Tertlary -- - 33471 84676 88208 36909 -
Commerce, restaurants, hotels - -- 397¢ 49030 4047 3661 --
of which commerce -- - 8482 3689 3618 317¢ .-
Transport, communic. & woreh. - - 2783 2666 2854 84909 .-
Banking and insurance -~ - 1888 16596 1646 1469 -
of which banking - - 1114 1226 1263 1162 -
Covernment services -- - 22861 23829 28376 124 .-
Other services - - 2481 2668 23886 2248 .-
TOTAL - 53818 67717 58346 69618 57172 58851
of which: Public Enterprise - 21398 21701 22736 22384 21838 223822
Parapub, sector - - - 16669 17092 17962 .-
Private sector -- - - 20091 21162 17682 -

Sourco: SNES.
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TABLE 1.6. BURUNDI: MINIMUM SALARY BY LEVEL OF SKILL, 1986

Minimun Selary Housing sllowence
por day per month par month
FBu uss 2/ FBu uss 2/ FBu uss 2/
A, Bujumbyra and G!Loga
Unskilled - Normal 149 143 8,600 28.2 600 4.8
Heavy 154 i.2 8,860 81.9 6809 4.8
Spociolized 17¢ 1.4 4,269 84.8 600 4,8
Semi-skilled - Normal 240 1.8 6,808 48.4 1,000 8.1
Heavy 278 2.2 8,908 55.8 1,000 8.1
Specialized 204 2.4 7,860 59.3 1,000 8.1
Skilled ~ Normal 351 2.8 8,778 70.8 1,860 1.9
Heavy 403 8.3 10,078 81.3 1,350 10.9
Highly skilled - - 5,826 45.4 1,876 16.1
Semi~Professionals - - 24,6800 174.2 7,200 68.1
(Agents de Maitrise)
Professionals - - 36,008 241.9 12,000 98.8
B. Ali Other Areas (rural) 8/ 88 - - - - -

Source: Ordonnance Minlsterlelle of Moy 5, 1982.

1/ In addition, thore ig @ monthiy femily allowance of Buf 308 (USS 2.5)
for & wife/husband and FBu 168 (US8 1.8) for oach child.

2/ USS 1 = FBu 124.0
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TABLE 1.6. ALLOWANCES OF PUBLIC EMPLOYEES, 1986
ITEM FBu/month
A. Occupstional Allowances
1. Central Administration
Goneral Directors 18,000
Department Directors 7,500
Asgistant Directors 6,000
Division Chiofs 3,008
Service Chiefas 1,500
2. Local Administration
Communal Administrators 9,000
Provincial Service Chiefs Level I 5,000
Provincial Service Chiefs Leve! II 3,000
B. Coordination and Control Allowances
1. Central Administration
General Controllers 10,000
Controllers Level I 7,600
Control lere Lovel IX 5,008
Controllers Love! IIX 3,000
Controllers Level 1V 1,508
2. Local Administration
Advisor to the Governor 7,609
Controllers Level 1I 5,000
Controllers Level III 3,000
Controllers Level IV 1,500
C. Encouragement Allowances
High-Level Technical Staff 7,003
Middle-Level Technical Staff 3,000
D. Protocole Allowances
Protocole Chief 15,000
Doputy Protocole Chief 15,000

Source: Reorganisation des Carrieres des Fonctionaires do I’Etat, July 1985.
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Table 2.1 BURUNDI: GROSS DOMESTIC PRODUCT BY INDUSTRIAL ORIGIN, 197741986, AT CURRENT PRICES
(In millions of Burundi Frencs)

$

<

-

ITEM 1977
PRIMARY SECTOR 27389
(Non-Commercialized) 20336
Food crops . 20926
Export crops ' 2129
Livestock 2600
Fishing 98
Forestry 1837
SECONDARY SECTOR 8093
(Non-Commercialized) 870
Modern Menufacturing 1634
agro-industries 124
food processing 4368
textile 369
other 724
Artisan Manufacturing 2250
Mining and Energy 8%
Modern Construction 927
Trad. Congtruction 1128
TERTIARY SECTOR 9808
Transport end Comm, 1029
Hodern Commerce 2189
Traditional Commerce 1708
Public Admnigtration 1996
Other Services 2897
GOP AT FACTOR COST 43200
Indirect toxes (net sub) 8379
GDP AT MARKET PRICES 49578
Traditional sector 32133
Modern sector 17448
Commercialized 28373
Non-commercislized 21208
Momorandum Items:
GDP at market prices 100

GDP ot factor cost
Agriculture
Foodcrops
Cesh crops
Secondary
Modern Manufacturing
Artisan Manufacturing
Modern Congtruction
Trad. Construction
Mining snd energy
Terciary
Transport&Comsh,
Hodorn Commerce
Traditional Commerce
Public Admnist
Other

Commorcialized
Non-commercialized
Traditional

Hodern
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Source: Ministry of Planning, IBRD stoff estimstes.

1979 1989 1981 1982 1983 19684 1988
37911 47856 60709 47978 63834 64592 77667
26979 36860 36283 35940 38661 48706 652470
27480 38284 38879 38940 396€0 51309 83182

4336 2961 8660 8338 58088 4737 65699

3737 3620 4148 4626 4991 65164 65384

132 170 317 301 286 217 219

2227 2630 2708 2876 3073 3174 3273
10384 86681 11090 13036 14577 14867 18498

1729 2662 2912 2949 3164 3199 8787

2841 2781 2839 8966 4607 5360 65608

218 346 172 146 810 924 701
968 894 1008 1749 1762 1833 1981
475 460 419 510 689 842 167

1188 1080 1239 1560 1738 1981 2179

3712 2916 3539 3664 3900 3896 4662

163 234 887 608 620 444 639

2271 2323 2868 3603 3991 3667 3908

1377 1410 1460 1606 1569 1810 1691
14263 19239 20898 23351 26629 27968 32130

1670 1877 1696 2029 2449 2818 2994

2778 4083 3991 4723 6611 4511 8773

2678 2776 3061 3306 8702 4682 3977

3397 8741 10096 11340 11921 14054 18134

3940 1962 2188 1964 2056 2093 2262
62638 76555 82696 84384 94039 107418 128196

7888 68220 4618 6826 8818 18752 12597
76426 82778 87216 91180 100668 118179 138792
45538 54792 58683 56263 82806 74729 87868
24800 27983 28532 34927 37763 43441 50938
41718 43828 48741 652301 68832 662068 76182
28708 38949 38473 38889 41825 651904 62810

(In Percentage of GOP)

100.0 100.0 120.06 100.0 100.9 100.0 100.9
88.8 92.5 94.8 92.6 93.4 990.9 98.9
63.8 67.8 68.1 62.6 63.6 54,7 66.0
39.90 46.3 42,3 490.6 39.4 42.4 46.5

8.2 3.8 7.8 3.7 6.8 4.9 4.0
14.7 11.7 12.7 14.3 14.6 12.8 11.8
4.9 3.4 3.3 4.3 4.5 4.5 4.8
5.3 3.8 4,1 3.9 3.9 8.3 2.8
3.2 2.8 3.8 3.8 4.9 3.0 2.8
2.0 1.7 1.7 1.7 1.6 1.4 1.2
0.2 2.3 9.4 0.8 0.8 2.4 0.8
20.3 23.2 24.9 25.8 25.6 23.7 23.1
2.2 2.0 1.8 2.2 2.4 2.2 2.2
3.9 4.9 4.8 6.2 6.6 3.8 4.9
3.7 3.4 3.6 3.8 3.7 4.9 2.9
4.8 10.8 11.8 12.4 11.8 11.9 11.6
5.8 2.4 2.6 2.1 2.0 1.8 1.8

§9.2 62.9 56.9 67.4 §8.4 66.1 64.9

40.8 47.1 44.1 42.8 41.8 43.9 45.1

84.7 86.2 87.3 61.7 62.6 83.2 83.3

36.3 33.8 32.7 38.3 37.6 38.8 38.7

1986
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Teble 2.2 BURUNDI: GROSS DOMESTIC PRODUCT BY INDUSTRIAL ORIGIN, 1977-1988, AT CONSTANT 197¢ PRICES
(In millions of Burund! Francs)

1977 1978 1979 1980 1981 1982 1988 1984 1986 1988
PRIMARY SECTOR 16667 16237 15463 16733 18471 16673 17328 18429 17743 18312
Food crops 12762 11977 11913 12312 13261 13066 12868 12878 13248 13683
Export crops | 938 1265 1618 1329 3078 1432 2277 1872 2242 2292
Livestock 1128 1142 1169 12090 1234 1268 1238 1238 1283 1301
Fishing 42 33 36 36 82 32 32 31 33 34
< Forestry 802 820 889 867 878 895 918 910 969 1002
SECONDARY SECTOR 2991 3336 3388 3713 3999 4021 4217 4518 4746 4907
Modern Manufacturing 772 873 926 1939 1314 1878 1438 1664 1944 1960
agro-industries 66 71 76 70 120 =45 110 239 237 243
food procewsing 271 311 334 398 473 54¢ 611 578 802 546
textile 172 201 188 198 273 320 848 369 519 546
other 268 284 339 378 448 499 489 496 686 626
Artisan Manufacturing 1034 1668 1084 1112 1137 1676 1103 1132 1181 1191
Mining end Energy 42 47 81 78 82 91 102 135 158 168
Modern Construction 756 958 872 10686 1020 1100 1115 1113 1202 1101
Trad. Construction 889 482 418 431 448 469 462 474 486 499
TERTIARY SECTOR 4493 4772 4983 5316 6840 8107 6992 6310 8382 8603
Trensport and Comm. 427 489 800 663 809 724 892 7680 778 804
Modern Commerce 811 892 1027 1939 1137 1169 1069 1234 1223 1265
Traditionsl Commerce 820 832 868 873 893 912 938 260 988 1019
Public Admnistration 1914 1087 1097 1389 1649 1727 16868 1660 1686 1743
Othor Services 1421 1473 1384 1471 1661 1694 1647 1696 1711 1711
GDP AT FACTOR COST 28141 23345 23784 24761 28310 206801 27534 27287 28871 29822
Ind. taxes (net of subs.) 8417 2021 3009 2008 2214 2820 2419 3681 3278 3789
GDP AT MARKET PRICES 266568 20286 28784 27664 30624 20821 29963 30838 32147 33611
Non-commerciallzed 14036 18908 14806 14208 16616 16365 16775 176861 18560 19628
Commarcial i zed 12628 12861 11979 13369 14009 18316 18177 12977 13698 14088
Traditional 18131 18298 18121 19434 21993 19106 19720 18982 20346 20976
Modern 8427 7979 8682 8231 8681 10617 10223 11868 11822 12739
Memorandum Items Annual Growth (%)
GDP at market prices -1,1 2.0 3.8 10.3 -3.0 1.1 3.0 4.2 4.8
GDP at fsctor cost 9.9 1.9 4,1 14.3 -6.3 2.7 -1.0 5.9 3.3
Agriculture -2.7 1.8 1.7 17.4 -9.7 3.9 -5.2 8.0 3.2
Foodcrops -8.1 -0.5 3.3 7.8 -1.6 ~-1.8 -2.2 5.8 3.3
Cash crops 85,2 19.8 -12.8 131.6 -83.5 69.0 -28.8 34.1 2.2
Secondary 11.5 8.7 9.6 1.7 2.8 4.9 7.1 5.0 3.4
Modarn Manufacturing 13.1 8.0 12.3 26.5 -0.7 18,0 16.9 18.8 9.8
Artisan Menufacturing 2.3 2.5 2.4 2.4 -8.8 2.8 2.8 2.8 2.8
Modern Construction 268.8 -8.8 21.0 ~8.3 7.8 1.4 -8.2 -10.0 9.9
Trad. Construction 8.4 3.5 3.8 3.5 2.9 2.7 2.6 2.6 2.7
Hining and enorgy 12.4 29.8 27.9 6.1 11.0 12.1 32.4 13.3 2.0
Terciary 8.2 4.9 7.1 9.9 4,8 -1.9 5.8 1.1 3.8
Transport&Comm. 14,8 22.7 -8.2 é.8 20.7 -4.4 9.8 2.4 3.3
Hodern Commarce 10.9 16.1 1.2 9.4 1.1 -7.9 18.5 -2.9 3.4
Traditional Commoreco 1.6 2.8 2.1 2.3 2.1 2.6 2.8 2.8 3.6
Public Admnist 7.2 o 24.8 13.1 11.6 -4,0 0.1 1.8 3.4
Other 8.7 0.8 6.8 12.9 4,0 8.3 8.0 0.9 3.8
Commarcialized -0.9 8.5 -3.4 16.6 -1.8 2.9 8.5 3.9 5.8
Non-commercial ized -1.3 -8.1 11.8 4.8 -4,9 ~-1.0 -1.5 4.8 3.6
Traditionsl 8.9 -1.08 7.2 13.2 -13.1 8.8 -3.8 7.2 3.1
Hodarn ~6.4 8.7 -6.90 8.8 28.3 -2.8 16.9 0.6 7.9

Source: Ministry of Plenning, IBRD staff estimates.
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Table 2.3 BURUNDI: NATIONAL ACCOUNTS SUMMARY, 1978-88, AT CURRENT PRICES
(In millions of FBu)

ITEM 1978 1979 1989 1961 1982 1983 1984 1986 1986
GOP st market prices 54021 70426 82776 87216 91198 100658 118170 138791 148808
Resource Gap 4394 7441 11211 9978 13997 14788 18238 12331 6814
Imports 11056 17426 18603 17872 23233 23776 20676 28917 27634
Exports 8861 9986 7202 7894 9236 8990 13439 14586 22020
Total Expenditures 68416 778687 03986 97103 1065187 115444 134406 151122 164620
Congumption 60708 67862 82493 82361 92003 92467 112696 131884 138644
Public 7678 9049 10877 13978 18689 13342 16369 17642 21197
Private 431390 62206 71618 68383 78314 79126 97337 114242 117447
Investment 7709 106056 11488 14832 13184 22977 21710 19238 16976
Fixed Investment 77909 106056 11493 11831 13809 19449 20786 19864 19181
Public 7048 861 10669 10408 12642 16940 17699 16481 16628
Adminst 3699 6738 6650 6689 7093 108686 10087 8031 7013
PE 3347 8?7 4919 3718 6448 6278 7512 8452 8615
Private 683 898 924 1428 1268 2600. 3186 33712 3E63
Change in stocks 0 0 0 3001 ~818 3637 926 -6168 ~3206
Domestic Savings 3316 3084 283 48564 -813 8191 5474 8907 10162
Net factor Income -1301 -914 -836 ~-1818 ~2866 -2463 -3224 -3947 ~-5986
Curront trancfors 2939 8091 4241 673890 6003 4796 6312 6686 7568
National Savings 4962 62490 3889 8 1834 10633 7662 8546 11743
Private sevings 2017 3304 1203 8170 -280 9422 6970 66838 7011
Public savings 2138 1936 2896 2020 2114 1111 1692 1962 4732
Grents 1868 2269 3164 3464 3613 8714 A769 4800 4546
Noﬂon;: sevings w/grants 8840 7629 7063 12236 6447 14247 12331 13344 16288
of which:
Public savings(w/grants) 4024 4226 6769 5464 8727 4826 8361 8762 9277
Hoemorandum itome: As percentage GDP
Investment 14,3 14.9 13.9 17.0 14.6 22.8 18.4 13.9 18.7
Fixed Investment 14.3 14.9 13.9 13.8 15.1 19.3 17.8 14.3 12.9
Ffublic Inveatment 13.0 18.7 12.8 11.9 13.8 16.8 14.9 11.9 10.5
Private Investment 1.2 1.3 1.1 1.6 1.4 2.5 2.7 2.4 2.4
Pub, Inv/Priv. Inv 19.68 10.8 11.4 7.3 10.0 8.8 6.8 4.9 4.4
Gross Domestic Savings 8.1 4.4 2.3 6.6 -0.9 8.1 4.6 5.0 6.8
Gross National Sovings 9.2 7.4 4,7 10.1 2.0 16.65 6.4 8.2 7.9
Private Savings 6.2 4.7 1.8 7.8 -0.3 9.4 B.1 4.7 4.7
Public savings 4.0 2.7 8.1 2.3 2.3 141 1.3 1.4 8.2
GNS (egrants) 12.7 10.7 8.6 14.0 6.0 14.2 10.4 9.6 10.9
Public Savings (w/grants) 7.4 6.9 7.8 8.3 8.3 4.8 6.4 4,9 6.2
Marginal nat. sevings rotio (%) 1.7 -14.7 1497 -202) e2.¢ 2.7 4.8 48.1
Imports (g,nfs) 20.6 24.7 22.4 20.6 26.5 23.6 26.1 19.4 18.7
Exports (g,nfs) 12.3 14,2 8.8 9.1 19.1 8.9 11.4 1.5 14.8
Resource gap 8.1 10.8 13.6 11.4 16.3 4.7 13.7 8.9 3.9
Consumption 93.9 96.6 99.7 94.4 100.9 91.9 96.4 96.9 98.2
Public 14.0 12.8 13.1 16.9 16.90 13.3 13.0 12.7 14.2
Peivate 19.8 74.1 88.85 78.4 86.9 78. 82.4 82.3 78.9
Population ('2090) 8951 4022 4114 4224 4338 4464 4573 4698 4832
GNP par capite (US8) 148 192 222 225 228 237 210 238 269

Source: Ministry of Planning.
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Table 2.4 BURUNDI: NATIONAL ACCOUNTS SUMMARY, 1978-88, AT CONSTANT 197¢ PRICES
(In millions of FBu)

L) - - o

ITEM 1978 1979 1989 1981 1982 1983 1984 1985 1986
GDP at market prices 26266 26784 27664 32624 29621 29953 30838 32147 33811
Terms of trade effect -126 -138 ~426 -1637 -17909 -1014 -1088 -1459 -862
Gross Domestic Income 26141 26846 27239 28887 27912 28939 29762 30688 32749
Resource Gap 1846 2109 2323 737 1452 2676 2324 1188 1800
Imports 4466 5282 4536 4263 5248 6772 82382 5633 6619
Capacity to import 2688 3015 1787 1879 2086 2182 2822 2886 8367
Exports 2819 3153 2212 3518 - 3794 3198 3908 4348 4219
Totel Expenditure 27912 28893 29987 312681 31073 32620 83182 338836 34911
Consumption 24508 26411 26668 28679 27727 26241 28312 29188 28972
Public 81086 2923 2876 3242 3368 3282 3238 3301 are2
Private 21403 22606 23783 23438 24358 22958 25078 26887 26323
Investment 3404 3482 3329 4582 3346 68288 4850 4147 4939
Fixed Investment 8404 3482 3330 8245 3599 65935 4737 4309 4826
Public 3339 3326 3079 28686 3271 4387 4011 3877 3989
Private 84 156 . 261 390 328 648 726 732 887
Change in stocks o . ] ] 1387 -263 1263 114 ~163 203
Domestic Savings 1633 1288 582 2208 188 2698 1440 150¢ 2777
Net factor income -812 -389 -196 -672 -691 -893 ~789 -918 -10438
Curront transfors 1383 1147 1802 1808 1488 1364 1309 1299 1898
National Savings 2404 2043 1689 3444 963 8359 1951 1881 81382
Private 1021 718 828 843 624 813 389 434 1041
Public 1383 1326 861 2801 839 30468 1662 1447 2091

+ gronts 863 850 940 1398 1060 1049 1168 1117 1234
National Savings w/grants 3267 2893 2829 4842 2023 4408 3119 2998 4368

DEFLATORS (1970 = 100)

GOP fec 206.7 202.9 299.2 285.7 3097.9 338.1 383.2 481.7 442.7
Imports (GANFS) 248.1 881.2 408,80 420.2 442.9 411.9 476.2 486.5 ©6504.3
Exports (GANFS) 237.6 316.7 329.7 224.5 243.4 281.3 810.2 343.8 426.3
Tot ! expenditure 209.3 269.6 313.4 310.9 338.6 354.9 409.3 452.83 464,68
Gov '« consumption 244.0 309.6 378.3 431.2 408.4 406.5 474.6 B34.4 663.5
Private consumption 201.5 232.0 301.1 291.8 321.6 344,7 393.4 439.9 481.7

Fixed investment 228.6 801.7 345.2 384.5 388.4 $86.1 488.8 460.7 484.9
Change in stocks 224 243 282 811 378 -1094

Indox (1970=109)
Agric. producer pricas 176.8 230.7 807.4 278.@ %233.9 AR A AR4 R 272 8 418 A4
Public wages 244.0 .309.86 390.0 409.8 420.1 420.1 429.1 420.1 440.0
Torms of trade 96.6 96.2 80.8 53.4 66.9 88.3 72,2 66.4 79.6
World inflation 282.9 203.4 317.8 302.6 298.1 308.6 318.3 314.7 364.2

Source: Ministry of Planning,
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Table 2.6 BURUNDI: ~~ 3S FIXED CAPITAL FORMATION BY SECTOR, 1978-88
(I 4iliions of Burundi Francs)

ITEM 1978 1978 1980 1881 1982 1983 1984 1986 1988
]

Total Fixed Investment 7709 10506 11493 11881 18808 19448 20784 198654 19181
Rural sector 1668 1713 1681 1801 2769 2298 2674 8784 8937
Mining & Energy 1266 1396 1336 1409 1580 1967 3ge1 5121 4377
Industry 646 998 1462 946 682 2900 2471 1959 2810
Roads and airport 608 1488 2238 2367 2787 6238 3691 2616 2107
Transport &telecom 732 863 729 388 451 427 334 7668 881
Housing 617 823 1666 1278 1437 1767 888 1267 1269
Tourism 340 318 199 89 20 63 49 o 5
Commorco and Banks 218 116 404 660 1117 886 1239 427 441
Infrastruct. Admin.&Social 1926 3027 1988 3006 2967 3938 5687 4044 2764

By Agent

Admnistration 3699 5738 5660 8689 7093 10866 10087 8031 7018
Public Enterprises 3347 3871 4919 3718 £448 8078 7612 8450 8616
Private Enteorprises 233 398 311 800 724 1940 2669 3026 8339
Non-profit organizations 400 460 106 165 164 161 178 28 31
Housoholds 30 50 609 468 380 399 43¢y 320 192
Total 7709 10606 11494 11831 13800 10440 20784 19864 19181
By source of financing
Development Budgot (BEI) 2833 8236 8534 3807 8883 8220 8469 8260 3390
Capital grants 1888 2289 3164 8464 3613 8714 4769 4800 46456
Loans 1809 3749 2737 2329 3666 10294 9862 8760 9167
Commorcial loons and other 1179 1231 2069 2281 2838 2212 2706 6244 2089
1

In Percentage of Totsl
Rural sector 20.3 16.3 14.8 16.2 20.1 11.8 12.9 19.1 20.5
Mining & Energy 186.4 13.3 1.6 11.9 11,6 12.1 19.1 26.7 22.8
Industry 7.1 9.6 12.8 8.0 4.9 14.9 11.9 9.9 14.8
Roads ond airport 7.9 18.9 19.8 19.9 20.2 26.9 17.8 12,7 14.1
Transport &telocom 9.6 8.1 6.8 3.3 3.3 2.2 1.8 3.9 4.8
Housing 8.7 6.9 13.5 10.8 18.4 9.1 4.3 8.3 8.8
Tourliam 4.4 3.0 0.9 2.8 0.1 9.3 2.2 2.0 0.9
Commorce ond Banks 2.7 1.1 3.6 4,7 8.1 4.5 8.9 2.2 2.3
Infrastruct. Admin.&Soclal 26.9 28.8 17.3 26.4 21.4 20.3 26.8 20.4 14,4

Total i60.9 108.¢ 100.0 100.0 100.0 120.0 100.¢ 100.0 100,90
. By sgont

, Admnistration 48.9 64.8 49,2 66.6 61.4 66.9 48.8 40.6 36.6
Public Entarprises 43.4 38.9 42.8 31.4 89.6 31.3 38.1 42.8 44.9
Privete Enterprises 3.0 3.8 2.7 8.8 5.2 10.0 12.4 16.2 17.4
Non-profit organizotions 6.2 4.3 0.9 1.8 1.1 ¢.8 0.9 a.l 0.2
Hougeho lds 0.4 ‘2.5 4.4 4.0 2.8 2.1 2.1 1.8 1.0
Total 100.0 102.0 100.0 100.0 190.0 100.0 100.0 1090.0 1002.0

By financing source
Dovelopment Budget (BEI) 38.7 30.8 30.7 82.2 28.1 18.8 18.8 16.4 17.7
Copital gronts 24.6 21.8 27.8 20,3 26.2 19.1 22.9 24,2 28.7
Loans . 23.6 86,7 23.8 19.7 26.6 63.0 47.4 84.9 47.7
Commorcinl loans and other 16.8 11.7 17.9 18.9 19.1 11.4 13.8 26.4 10.9
Total 106.0 109.0 100.0 100.0 100.0 100.0 100.0 120.0 100.2

Source: Miniatry of Plonning.
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t
Table 8.1 BURUNDI: BALANCE OF PAYHENTS, 1978-1986, IN BURUNDI FRANCS
(In millions of FBu, at current prices)

-

1978 1879 ‘1980 1981 1982 1988 1984 1986

ITEM 1986
Exports (g,nfs) 6860.6 ©984.8 7201.9 7694.8 92365.8 8989.6 12124.6 14938.4 17944.90
Merchandise (fob) 6269.1 9887.6 65970.2 @744.8 7995.8 7493.7 106518.0 138814.0 165230.0
Non-factor sorvices 401.6 §97.8 1821.7 1160.0 18365.2 1496.8 1608.5 1124.4 2714.0
Imports (g,nge) 11664.7 17426.4 18602.7 17871.9 28232.8 23776.7 20875.7 26918.0 27834.0
Morchandige (cif) 8842.6 18729.6 15109.83 14609.4 192080.9 17074.9 22383.0 22764.0 28196.0
Non-factor servicos 2212.2 8735.9 8393.4 9362.6 8062.86 48703.8 7292.7 4162.0 4839.0
Resourco Balanco -4884,1 -=7441.6 -11219.8 -~§977.86 ~18997.0 -14786.2 ~-17661.2 ~11977.6 -9830.0
Net factor Incomo -1801.4 -914.8 -684.8 -1918.1 -2866.4 -2452.6 -8223.9 -3947.2 -5986.0
Lobor -1628.7 -1287.7 -1443.2 -2148.0 -2247.6 -2070.3 -2244.8 -2618.1 -4223.0
Capital 227.8 878.4 898.7 832.9 -1907.9 ~882.8 -979.6 -1484.1 -1782.0
Intorost rocolved 420.6 622.9 $86.6 §36.8 499.1 178.7 181.6 177.8 228.0
Interest pald 201.7 248.9 178.9 §03.9 807.0 §68.0 1161.2 1611.9 1998.0
(MALY intoerest) 74.6 139.6 188.4 48(..8 588.8 542.7 1167.6 1806.0 1983.¢
Net Curront Tranofers 20868.7 8989.6 4241,1 §6729.6 6082.6 4794.6 6312.,1 6585.2 7568.¢0
Private 532.8 184.1 276.7 666.9 666.4 666.3 748.0 936.8 521.9
Public 2406.9 2006.4 8998.4 5172.86 4888.6 4289.2 4564.1 4648.4 70465.0
Curront Account Balanco -2768.8 -52865.4 ~7604.2 -0081.2 -11849.8 -12444.8 -15463.0 -10889.8 -9369.0
(incl.copltal grants) -888.86 -~2076.4 -4440.7 -2697.1 -7788.9 -8788.1 -10894.8 -5539.9 -3784.0
Ceplital Account :
Direct Invootmont 6.8 54.4 181.1 41.5 108.1 189.0 174,90
Official Copltal Grants 1060.2 2269. 8168.6 8484.1 5012.9 8714.2 4768.7 4799.7 4548.0
ALY Loans (not) 1677.0 8661.7 2762.3 2004.3 8666.8 19208.8 9709.4 6.76.9 ©O187.0
Disburocmont 1609.8 9748.6 38167.6 2074.0 4067.0 10672.9 19797.0 @735.0 11841.0
Repoymonto 202.8 246.9 436.2 870.6 409.7 578.1 1087.6 1850.0 2184.0
Not Short-torm Capltal -2212.2 -~-386.4 114e.1 1116.1 1869.58 19090.2 284.0 201.6 -187.0
C&p. ?'WQ n.@./El‘l‘Ol‘G 8 0&’3' -802 "‘7907 '39.4 '3832-3 "“904 -2153.5 4270‘ -32901 -1013.9
Chonge In Not Resorvon -1697.8 -340.8 -884,2 -2788.1 -3168.4 1343.9 -461.0 1098.0 4564.0
Memorandum Itema
Grooo rosorvos (ond-yoar) 8698.6 ©823.8 ©428.0 0188.8 2082.6 3167.0 25387.8 3403.7 7781.8
Import equivalent 8.7 8.6 6.1 4.5 1.1 2.8 1.0 1.6 8.8
Not resorvos (ond-year) 6281.8 ©B5820.5 6360.8 44856.9 1278.0 2826.% 1852.8 2044.8 5721.4
Import equivalont 6.8 4.1 3.8 8.9 8.7 1.8 2.7 1.8 2.6
Dobt sorvice/onporis (g,nfs) 4.8 8.8 8.2 10.9 16.7 12.6 i8.6 23.9 28.2
Dabt Sorvice/GDP 2.8 8.6 9.7 1.8 1.1 1.1 1.9 2.8 2.8
Curront account/CDP «6.1 ~7.6 -9.2 .9 -12.4 ~12.4 -13.1 7.4 -6.6
Curront account(w/gronts)/CDP -1.8 -4.2 6.4 -8.9 -8.5 -8.7 -6.0 -4.0 -2.6
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Toblo 8.2 BURUNDI: BALANCE OF PAYMENTS, 1976-1988, IN US DOLLARS
(In otilions of US dollars, 8t current pricen)

ITEY 1979 1979 1989 1981 1082 1988 1984 1886 1986

Exports (g,nfa) 74.0 119.9 81.6 87.7 192.8 96.7 161.8 123.8 167.1
Herchandise (fob) 69.6 104.8 6.8 74.9 87.8 8.8 87.8 114.4 138.4
Non-factor services 4,5 8.6 14,7 12.8 14.8 16.1 13.4 9.8 23.8

Inports (g,ngs) 122.8 103.8 205.6 198.6 268.1 266.7 247.9 223.0 248.7
Merchandise (clif) 98.8 152.6 167.9 161.2 214.2 183.6 187.0 188.6 203.1
Non-factor gorvices 24.68 41,2 87.7 87.4 43.9 72.1 89.9 34.6 40.6

Regourco Balance -48.8 -82.7 -124.6 -110.9 -166.6 -169.06 -146.8 -99.2 -86.8

t

Not factor Incomo -14,.6 -10.2 -7.1 -28.1 -26.2 -28.4 -26.9 ~82.7 ~52.4
Labor -17.0 -14.8 ~16.8 -28.8 -25.0 -22.3 -18.7 -~20.8 -37.9
Capital 2.6 4.1 9.0 8.7 -1,2 4.1 -8.2 -11.9 -16.4

Intorast roceived 4,8 8.9 11.6 9.8 6.6 1.8 1.6 1.8 2.0
Intorost paild 2.2 2.8 2.0 6.6 8.7 6.9 9.7 18.4 17.4
(MALT intorest) 9.8 1.6 1.8 6.4 8.5 5.8 9.7 18.3 17.4

Net Current Transford 82.7 84.3 471.1 8.7 66.0 61.68 44.4 48.8 68.3
Privote 6.9 2.0 8.1 8.2 7.4 6.9 8.2 7.8 4.6
Publie 26,7 32.3 44.1 §7.6 48.2 46.6 88.1 88.6 61.7

Current Account Balonco -30.6 -68.6 -84.6 -67.8 -128.1 -133.8 -120.2 -86.7 ~-72.8
(incl. copital grante) -9.7 -88.3 -49.8 ! -26.8 -86.8 -93.9 -89.8 -46.9 -33.0
Direct Invostment 8.6 3.0 1.1 8.6 1.6 8.4 9.9 1.6 1.6
Official Caplitol Grante 21.6 268.4 86.2 88.5 40.1 89.9 80.8 89.8 89.8
MALT Loans (net) 17.6 88.9 80.6 22.8 49.7 116.7 81.1 66.1 80.2

Disburscmont 22.1 4.7 86.4 26.4 45.2 118.9 £8.2 72.4 99.3
Ropaymonts 2.6 .7 4.8 4.1 4.6 8.2 9.1 16.2 19.1

NOt S'lorﬁ-'tom Cepltol -24.3 -408 12.8 1204 14.5 “04 3.0 203 '1-2

Cap. f'owa n-@./e'rora & om' a.ﬂ -5-3 'xoa -8704 "3.1 "2802 3.3 -2.1 '809

Chango In Not Rosorves -18.7 -3.8 -§.9 -81.9 -86.4 14.5 -1.8 11.4 88.7

Memoremdum Itcms:

Gross rosorvos (ond-yoar) 88.9 128.9 104.7 88.2 28.1 84.0 21.2 28.2 87.7
Import equivalont 8.7 6.6 6.1 4.1 1.1 1.8 1.0 1.6 8.8

Net reserves (ond-yoar) 89,2 6.5 59.6 49.8 14,2 28.2 16.6 24.4 52.1
Import equivalont 8.8 4.1 8.5 8.0 8.7 1.8 8.7 1.3 2.6

Dabt servico/oxports (g.nfo) 4.8 3.8 8.2 16.¢ 16.7 12.8 18.6 23.9 28.2

Dobt Sarvico/GDP 8.6 8.8 a.7 1.0 1.1 1.1 1.9 2.8 2.8

Current account/CDP -6.1 -7.8 -9.2 ~8.9 -12.4 -312.4 «18,1 -7.4 .8

Currant acc. (inc.gronts) /QDP -1.8 -4,2 6.4 ~8.6 -8.6 -8.7 -9.0 4.0 -2.5

Exchango Rato (FBu/USS) 9.0 £9.9 0.9 €9.9 9.9 08.0 110.7 120.7 114.2
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Table 8.8 BURUNDI VALUE OF EXPORTS BY COM!!ODITIES. 1977-88

(In aillions of FBu)

ITEM 1977 1978 1979 1989 1981 1982 1088 1984 1986 1988
PRIMARY PRODUCTS 7961 8162 9208 8771 8744 7899 7291 11289 12739 14128
Coffao 76856 5360 8612 5284 6044 7681 8642 9980 11364 12981
Cotton 8 894 ig8 101 118 223 249 82 42 20
Toa 174 n 185 1868 212 266 228 864 712 615
Animal Hides 45 87 94 68 86 9 69 82 116 161
Hinorals 10 17 8 89 269 78
Othor primary 138 128 2086 207 189 272 208 811 596 489
MANUFACTURED PRODUCTS: 63 83 66 192 71 269 196 649 718 1082
Beor ond soft drinks o 1 2 8 io €8 82 184 11 127
Asbestos products 82 a8 86 88 51 47 69 40 26 89
Glass bottlos 48 198 168
Cigorottes (] g ] 1 @ 72 48 8 14
Cotton cloth 1 19 39 22 248 420 428
Metal products 3 4 2 1 @ 12 18 17 9 22
Othor goods 28 40 16 28 19 27 88 84 45 269
Othor Products and ro-oupo 40 81 85 68 11 100 129 19 16 23
Total recorded 1/ 0104 81268 9438 5941 7027 9268 7616 11828 18462 15281
BOP Adjustment 2/ 826 -7 -89 20 -202 ~348 -121  -1812 352 -1
Total Exports, fob Kigoma 8389 6269 9388 5979 8744 7899 7484 10616 13814 16230
Hemorandum Itoms: Porcontago of Totsl
Primary Products 8.7 98.2 98.6 97.1 3.0 96.8 6.7 96.8 94.6 92.7
Coffoo 94.1 8.6 91.8 88.1 84.8 85.6 86.9 84.0 84.3 86.2
Cotton g.1 8.8 2.1 1.7 1.8 2.7 8.8 8.7 8.3 2.1
Toa 2.2 2.7 2.8 2.8 8.0 8.1 8.0 7.8 6.3 8.4
Othor primary 2.4 8.8 3.2 6.8 8.8 4.8 8.8 8.3 4,8 4,0
Monufactured 0.8 1.8 9.8 1.7 2.4 8.1 2.6 4.8 8.8 7.1
Othor 0.5 8.5 8.9 1.1 1.8 1.2 1.7 8.2 8.1 9.2
Total 1060.9 103.6 109.0 103.0 1283.0 109.6 1090.6 109.0 100.90 100.9

1/ Total rocorded cccording to Cuotoms informotion.
2/ Adjustaent corrosponding to differoncos botweon Customn end BOP dato.,

Sourcos: Bank of tho Ropubilc of Burundl, Yiniotry of Plonning.
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(in motric tons)

ITEM 1977 1978 1979 1980 1981 1982 1988 1984 1986 1986
PRIMARY PRODUCTS 19383 206808 82180 21540 31420 35218 29991 33387 39693 33844
Coffos 18822 22698 27137 18510 27188 30481 24836 20001 34097 28281
Cotton 78 8634 1768 - 737 781 2083 1923 404 221 149
Tea 1390 1268 1646 1287 i 2237 2176 2101 3073 4087 8451
Animal Hides 363 431 363 181 246 192 849 426 688 689
Other primary 715 1787 1325 846 1851 327 483 484 720 1108
HANUFACTURED PRODUCTS 1272 1498 1220 1368 1289 2768 2084 4024 8769 8831
Boor and soft drinks 14 28 118 182 289 1798 848 2449 310 4944
Asbestog products 812 a7 866 1089 829 889 840 513 808 664
Glass botties 616 2238 1884
Cigarottes @ 2] 0 o 92 59 i1 19
Cotton cioth ] 8 [} 1 48 47 68 814 421 891
Motal products 24 25 1 ] ] 41 i2a 111 82 126
Oxygen 8 21 14 26 22 24 19 10 4
Other 414 414 414 74 28 98 78 11 414 160
OTHER (incl. ro-exports) 864 178 838 689 90 14438 2 3 1 1
TOTAL 20989 81887 33686 234687 33699 80427 32057 37894 43483 42276
UNIT PRICE VALUES (In FBu/Kilogram)

Coffoe 460.9 236.2 817.4 282.8 219.83 231.8 263.4 3842.4 333.0 459.0
Cotton 199.6 108.4 112.6 136.4 144.4 128.2 120.7 208.2 191.9 142.9
Too 126.2 136.9 119.4 107.7 e4.7 117.4 1068.4 2681.1 175.8 149.2
Animal hides 124,06 201.9 269.5 298.9 148.8 44.86 106.9 192.9 198.6 226.7
Other products 208.4 78.8 167.7 201.1 418.7 1079.8 419, 869.4 701.4 416.1
Hanufoct. 49.5 59.1 46.9 74.9 182.8 03.7 94,86 134.2 169.6 126.4
ANNUAL PRICE VARIATIONS (In percentage)

Coffoo ~-47.8 34.4 -10.9 -22.4 6.7 13.8 30.0 ~-2.7 87.8
Cot“ﬂ '101 8‘8 21.2 8$9 -2801 19.9 5807 "8.3 -2506
Tea 8.8 -12.1 -9.8 -~12.9 28.9 -7.7 169.4 -37.7 -14.7
Animal hides 2.8 28.6 13.8 ~-51.3 -68.7 188.7 82.0 2.8 14.0
Othor products -62.4 101.8 84.68 483.8 166.7 -89.8 69.8 4.8 -40.7
Index value 1090.0 74.8 111.9 71.2 80.4 94.2 89.8 126.4 164.7 181.5
Indox quantity 106.¢ 149.6 160.56 111.8 160.6 187.8 152.7 178.2 207.8 20i.4
Index price 106.0 49.9 89.7 8s.7 68.1 68.1 §8.6 9.4 79.5 90.1

Sourcos: Benk of the Republic of Burundi and Ministry of Planning.

-
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Teble 8.6 BURUNDI: VALUE OF IMPORTS BY END USE,' 1977-86

(In mlilions of Burundi Francs)

ITEM 1977 1878 1979 1880 1981 1982 1988 1984 1986 1e868
Consumor Goods 8121 4099 6013 8845 4940 7077 4798 7117 84656 7699
Nondurable 27 1662 2802 2463 2882 8081 2800 8326 8437 3948
Foodstuffs 8638 992 1604 1583 1674 22138 1388 2189 2068 i849
Pharmgcoutical Products 198 200 287 868 289 802 422 532 786 12384
Other 221 800 481 630 439 668 489 865 648 866
Durable goeds 1844 2617 8711 8862 2668 3956 2496 8792 3028 3661
Toxt!los 948 1188 1679 1933 878 1,08 578 608 828 838
Vohiclos 803 484 676 637 646 924 e17 1128 994 1182
Other 598 803 1366 1812 1037 1872 1803 2057 i408 1831
Internediote Goods 2119 2641 4126 5814 6848 7626 7078 9879 0207 8092
Inputs for:
Agriculturo 184 126 120 107 186 201 848 568 184 889
Food Procassing 879 861 1231 1310 1207 1228 1117 1045 1761 1118
Toxtl los 62 76 72 126 88 84 68 57 89 112
datal lurgy 283 831 427 484 484 742 707 966 813 958
Congstruction Industry 286 296 649 653 1109 1186 1087 1748 1131 1218
Other Menufacturing 81 89 187 e7 84 189 126 99 141 244
Chomical Producto 61 74 127 169 186 295 107 867 4387 636
Potroloum Products 5063 683 1187 2228 2601 2718 2686 2930 3897 8066
Othor 184 201 336 564 688 040 892 883 848 1046
Copital Goods 1488 21938 3681 2986 2924 45668 6208 5887 6991 8508
Hachinery ond Equlpmont 487 486 820 1147 830 1856 1763 1661 2839 2249
Spare Parts and Tools 239 200 889 4566 277 668 788 1081 1694 806
Electricel Equipaont 824 837 511 666 478 897 1187 1240 1168 1260
Commorcial Vehlec. and Sp 209 889 949 688 021 1813 ;] 1132 1098 1669
Othor 128 212 021 210 418 426 5§91 838 891 620
Total Recorded 1/ 66878 88483 13721 15114 14609 10260 17976 22888 22768 281968
BOP Adjuotment 2/ 188 -181 -78 -84 824 1
Total Imports (cif) 8866 8682 13651 15069 16088 10288 17078 22883 22764 28186
Hemorandum Item: (o3 parcentago of total)
Consumer Qoods 48.8 48.4 48,8 42.9 84.6 87.0 28.1 81.8 28.4 2.8
('M) 1208 1104 ¢ 1108 1005 11'1 11.5 3.1 908 9;0 3.0
Intormodlinte goods 81.7 20.9 89.1 88.6 46.8 89.2 41.4 42.8 46.9 89.2
Petroleun 7.8 8.8 8.8 14.7 20.6 14,2 16.8 7.6 17.1 18.2
Capital Goods 21.6 28.8 208.1 19.6 20,2 23.8 39.6 26.4 39.7 26.0
Total 190.0 109.1 100.6 109.1 108.0 100.6 100.0 160.6 100.¢ 100.0

1/ Customs information.

2/ Adjustmont botwoon customs snd BOP Information.
Sources: Bank of tho Ropubiic of Burundi and Ministry of Planning

- an o oo
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Toblo 8.8 BURUNDI: VOLUME OF PRINCIPAL IMPORTS, 1677-88
(in matric tona)

ITEM 1977 1978 ‘1979 1080 1981 1082 19088 1984 1986 1986
Consumsr Goods 81691 383178 45936 41069 87496 654138 88744 460838 43102 57508
Food snd govoragos | 20488 21488 382466 27949 27486 89379 24080 82608 80028 43684
of whic
Mitk pr;ducta 661 688 1767 1688 1498 2499 1488 8326 2832 1467
Suger 3148 4067 8820 4248 7080 8838 6887 10884 12458 17013
Whost flour 8084 9668 10608 12018 16867 8694 7278 65604 8341 8403
Salt 12692 118386 18167 14869 12487 1852¢ 11080 9181 9931 191686
Othor Consumor goods 11266 11779 13479 13110 10080 14759 116884 14840 12176 13819
Used Clothing 2897 3278 2887 2477 13900 836884 2330 8924 2818 2928
Shoos 961 214 360 279 276 4¢9 221 127 126 118
Automobl los 521 843 885 043 1088 1220 984 1994 828 924
Int:mz?l:to Goods 76980 82048 91628 114477 110761 130539 148752 187093 1868828 162712
of which:
Fortilizer and posticide 2284 2812 1488 8713 (.13 2187 4208 8991 20806 8383
Malt 81ie 6897 6268 6883 8661 8026 8817 8941 9878 9277
Toxtlles 1287 1208 1807 2497 1008 589 852 220 215 88
Cemant 28237 23034 26790 978883 42207 66BO2 62177 62844 58020 63414
Potroleum Products 22676 24826 28371 355626 37062 84900 30881 653548 48307 46638
Cap‘;ta‘l"oio'odn 4409 688y 8431 6778 6682 109274 11820 11482 16869 11189
of which:
Machinory ond Equipment 787 692 882 1888 959 2845 1889 2164 8428 1788
Eloctrical Equipment 783 1027 1108 288 1899 1726 2148 1010 2138 1788
Trucko 179 1943 1839 1428 14868 1617 2084 16887 1993 2400
Othor 2051 2019 2622 2279 2386 4386 6258 6682 9368 6198
Yotal 111091 321806 148995 161814 168088 200942 101822 225218 2187656 231384
Annual Growth:
Consumor goods 4.7 88.6 ~16.8 -8.7 44.4 -82.1 20.9 -7.8 88.4
Internodliato goodo 9.3 10.6 24.9 4.8 14.0 6.8 16.2 -8.1 8.8
Potroloun 19.9 14.8 26.2 4.8 -£.8 18.8 86.2 -10.4 -8.7
COP‘“! coods 29.1 18.2 "'10'2 1508 5402 woz 1o‘ “o‘ -”08
To“' 3.3 1‘.2 1200 lte 23.0 4.‘ ‘704 -807 807
Indox (1977=189)
Value 160 128 199 219 219 201 249 828 881 388
Yolumo 108 169 129 144 146 179 in 261 184 207
Price 108 118 166 162 186 168 148 182 171 184
Annual change in Indox (%)
Value 28.4 £7.2 16.8 -g.1 20.8 -~11.4 81.1 1.7 1.9
Volumo 8.9 18.2 12.¢ 1.8 22.8 «4.6 17.4 -8.7 6.7
Price 16.8 83.9 -1.8 ~1.7 4.8 -7.2 11,7 6.8 -4.8

Sources: Bank of the Republic of Burundi and Hinistry of Planning.
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Toeble 8.7 BURUNDI: SERVICE TRANSACTIONS AND CURRENT TRANSFERS, 1977-1988
(In witlions of Burundi Francs)

ITEM 1977 1978 1979 1680 1981 1982 1683 1984 1986 1986
Nonfactor service income (net) -1878 -1811 -3189 -2072 -2213 -2616 -5207 -5642 -3938 -3491
Transportation and insurcice -111 -168 -646 -181 -168 -838 -426 399 -496 -456
Recoipts 31 51 4o 87 87 28 24 -1 87 63
Paymonts 142 208 88 248 204 861 450 436 682 608
Trovel n.e.l. ~-160 - ~286 -369 40 569 -B14 511 -433 -404 695
Receipte 83 14 36 479 83 108 18 20 é8 54
Payments 223 299 403 439 842 822 529 468 472 749
Governmont n.e.i. -188 =47 =224 -259 601 866 895 511 -294 386
Recoipts 188 837 520 776 1080 1281 1462 1554 78 1042
Paymonte 376 383 744 1088 629 336 767 1043 1264 657
Othor not services 1/ ~918 -1824 -1871 -1672 ~1988 -2034 -498F ~-5322 -18456 -2726
Scholarships 112 218 1868 833 204 382 453 299 342 892
Studies 841 1057 1602 1188 1204 1821 4638 4849 1330 1312
Other (net) -39 48 82 156 520 481 -24 182 173 722
Factor Service Income -1283 -1301 -914 -714 -1813 -2366 -2463 -3224 3947 -5985
Rocolpts (capitsol) 236 429 822 986 837 499 178 182 178 228
Paymontso 1467 1733 1537 16899 2660 2866 2628 8408 4126 6218
To Caplital 168 202 249 177 664 807 668 1161 1612 1999
Intorest on public debt 77 78 181 163 489 687 648 1168 16056 1989

Gov + PE 160 228 886 911 12790 1467
Private 207 182 30 15 178 488

BRB 128 178 128 146 167 86

To Labor 1809 1529 1288 16522 21468 2248 2070 2244 26183 4223

in monoy 882 368 431 497 694 §82 486 586 938 838

kind (oxpatriatos) 947 1179 867 1026 18562 1666 1586 1666 16577 8586
Private Trancfors 598 533 184 278 657 88e 668 748 937 621
Racolpto 788 866 951 8660 1397 1204 1170 1218 1440 1223
Subsliat. of Tec, Asslst. 408 869 427 154 879 532 538 864 843 107
Roligious Missions 380 496 524 896 727 872 633 661 598 518
Payments 160 822 767 576 840 638 816 468 504 702
Subsistenco costs 119 216 499 451 743 439 564 878 408 541
Other 71 107 2068 124 ] 128 51 92 95 161
Public Trenofers 2008 2408 2908 89686 5178 4337 4289 4564 4648 7044
Honoy 848 768 1218 1898 8018 1468 1694 1368 1609 2224
In Kind 1360 1620 1688 2078 2167 2879 2646 3208 3039 4820
Tochnlcol Assistance 947 1170 857 1026 1662 1665 16686 1666 1677 38586
Scholarships 128 218 188 3338 204 881 4838 208 342 892
Urgent Aid 288 231 846 72 an 832 507 1288 1120 543
Total Current Trensfors 2008 2089 8091 4241 6730 6003 4795 6312 66586 7666
Capital Grante 1245 1868 2289 8064 8464 8613 3714 4769 4800 4645
Honoy 4056 666 g16 727 716 228 591 817 883 271
In Kind 840 1382 1678 2336 2749 8386 8128 4452 4117 4274

1/ Includes scholarahips and poyments of project relatod studics.

Sourcos: Minlastry of Planning ond BRB.
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! Teble 8.8. BURUNDI: EXPORTS 1/ BY COUNTRY OF DESTINATION, 1877-1888, IN PERCENT

ITEM
EEC COUNTRIES

TONVND

ooooo

“mzn‘z-la

NESNO~O NS
. L - .o.l.a.
“503 S

7880947

”2“229”

6‘3‘443
94’1833

3419243

8112219
™~

903‘234
2113118

8331013
8344317

04‘2045

121.2812
(-1

6811048
3123‘29

5364387
4222303

FEDERAL REP. OF GERHUANY
BELGIUM AND LUXEMBOURG
FRANCE

UNITED KINGDOM

ITALY

NETHERLANDS
OTHER

1.4
2.8
8.8

.1

04
28.3
8.2
9.8

9.2
8.9
e.a
8.8

18.7
.7
7.4
6.1

6.8
6.1
2.1
12.8

8.7
8.2
2.8
8.4

2.4
1.2
4.6
2.6

9.4
8.8
4.9
1.6

‘.1
3.8
6.8
1.8

2.2
1.9
1.7
a.8

PEOPLE’S REP. OF CHINA

OTHER EUROPE
SWEDEN
SPAIN
FINLAND
GTHER

ASTA
HONG KONG
JAPAN
OTHER

AFRICA

NCDD N
. - L2 - - * »
Nt DD N

1.9

6.5
44.3

&
9
1'0

-
-~

|.-
9.8

9
g
2.1

RUANDA
ZAIRE
EQYPY
TANZANIA
ZAMBIA

KENYA
OTHER

AMERICA

6.8
2.2

190.a

6.9
1.0

1069.6

1.7
2.4

120.0

1.6

2.1
199.9

82.9
109.9

’4.8

168.9 100.0

4.0
10.9

9 42.7
9.1 0.7
100.8

1e9.8

4.5

42.0
100.0

UNITED STATES

CANADA

OTHER NON SPECIFIED

TOTAL
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BURUNDI: IMPORTS BY COUNTRY OF ORIGIN, 1977-1968, IN PERCENT
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Table 8.9.

EEC COUNTRIES

ITEM

10 ® 61 e e w0

ADANT LT D
i vd 4

O MDDVID
. - . - i d . *
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- v e

ODVDBON
[ - . & hd . »

DRI NTNN
$ v

7‘27931
8502381

89‘902‘
‘Sizaaa

7407386

.

8572236

27129‘5
8898240

7958054
77‘3‘39

2635824
‘293230

XX X X X 3"
s ¢ © o o & o
RO CD

FEDERAL REP. OF GERMANY
BELGIUM 'AND LUXEMBOURG
FRANCE

UNITED KINGDOM

ITALY

NETHERLANDS

OTHER

OTHER EUROPE

8.2
1.3

22.3

2.0
8.8
27.1

2.6
2.1
29.9

4.7
8.8
27.6

4.6
8.8

27.9

1.9

2.8
81.7

6.8
a.‘

29.2

16.9
800
22.6

7.7
10.9

7.8
4 .‘9

21.8

GERMAN DEMOCRATIC REPUB
SWEDEN

CZECHOSLOVAKIA
SWITZERLAND

OTHER

ROMANIA
ASIA

82680
10603

oNITn
NROO~
e

L X X3 4

4 Ld L L4 -

[-X-X' X - _J
-4

L M A &
s s & & o
203“3

svonw
Do e
b1

22‘7‘
30791

nagee
v
drDR

83712
80831

CTOH®
. . * . -
W et

4.4
1.0
504
7.8
8.9

PEOPLE’S REP., OF CHINA
HONG KONG
JAPAN
IRAN
OTHER
AFRICA

18.2 12.7 10.7 12.1

12.7

- ey

12.6 18.1 16.4 17.3

11.3

739179
210401

711128
21’811

CTOBROD
¢ e s e e »
0 vd 0% v4 vt

LR 3
¢ o @
o DN

-
-
6.8
8.6

!91
‘63

4.8
5.8

5.4
6.0

VP

90w |
<@ s Q0

1.8
6.0

2%~
~ow

1.6
8.1

651 ] “
004

1.2

878
sos

1.2
7.‘

TANZANIA
ZIMBABWE
OTHER

ZAMBIA

KENYA
ZAIRE

8.6 2.8

5.8

5.6

AMERICA

810
2‘0

[ X X ]
Ld Ad
U XX -]

004 v
e s o
0en

321
' 1%

321
vee

D ¢
495

€ e &9
» i d N
weD

L X- 24
coO®

NMN®
* L4 *
DD

357
sla

UNITED STATES

CANADA
OTHER
AUSTRALTYA

2.1

104.0

8.1

2.3

169.9

9.1

2.6

109.0

8.1
169.9

4.8 4.0

4.8

1.8

1€8.6 100.0 109.0 108.9

a.1
2.6

2.2

166.0 109.0

OTHER NON SPECIFIED
TOTAL RECORDED
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Teble 4.1 BURUNDI EXTERNAL PUBLIC DEBY, CUTSTANDING END-1986
(In mililons of US dollera)

Including Structure

Outatanding Undiaburgod %)
Financial Institutions 26.88 81.20 3.8
Bilbtersl 149.54 234.08 27.0
Concesslonal 1/ 146.7¢ 2398.19 26.5
Non~concossional 8.84 8.84 2.4
France 86.69 99.38 11.4
Concessional 64.89 97.68 11.2
Non~-concesalonal 1.8 1.80 6.2
Belgium 8.46 9.90 1.1
Chine 206.689 41.00 4.7
Concessional 24.06 88.96 4.5
Non~concessionsl 2.04 2.04 0.2
Kowolt Fund 25.26 89,62 4.8
Saudla . 9.52 19.60 2.2
Other Concossional 16,04 24.68 2.8
Gormany 1.29 8.1
Italy 1.22 2.60 5.8
Kores, 6.28 9.28 8.0
Netherlands 8.17 4,11 8.6
United Arab Emiretes 1.42 6.86 8.7
USSR 9.99 i16.08 1.2
Hultilatoral 868.04 692.98 89.6
Concesslional 814.01 544.48 82.7
Non-concessional 88.90 68.48 8.7
IDA 188.99 290.68 88.4
OPEP Fund 9.49 26.89 8.6
African Development Fund 54.09 112.84 12.9
African Development Bank 85.85 56.87 8.4
Concessional 8.49 19.03 1,2
Non~concogsional 28.88 45.84 6.2
Europoan Development Fund 3.08 8.17 9.4
Europoan Economic Comunity 7.94 19.63 2.3
Europoan Investment Bank 8.70 7.58 2.9
Concosslonal 4.87 6.387 8.7
Non-concessional 3.88 1.18 9.1
International Financo Corp 3.96 3.98 9.5
IMF ¢ruet Pund 11.67 11.87 1.8
BADEA 16.94 26.94 8.0
Concossional 8.59 17.84 2.1
Non-~concesalonal 2.86 8.68 0.9
Other Conceaslonal 18.80 28.18 2.7
IFAD 11.88 21.47 2.8
SAFA 1.87 1.67 9.2
TOTAL 626.41 887.97 108.6
Concaaaional 460.89 802.60 92.5
Non-concosaional 85.61 86.88 7.8

1/ Using ODA definition of 26 porcont grant elemont.
Source: IBRD Extornal Dobt Reporting System.
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Toble 4.2 BURUNDI COMMITMENTS BY SOURCE AND AVERAGE TERMS, 1978-86
(la mitliona of US dolfars)

1978 1979 1988 1981 1982 1983 1984 19886 1986
Commitments
Finencial Institut. 3.44 1.88 - 8.89 80.14 9.48 - 2.73 -
Bilateral 9.91 890.68 21.63 26.21 27,67 87.85 22.99 47 .62 8.16
Concessional 1/ 8.91 88.70 18.89 26.91 27,57 87.85 19.92 47.62
Non-concessional - 0.88 2.84 6.3 - - 8.07 - -
Multl latoral | 28.32 24.688 87.80 124.34 33.08 80.67 64.16 88.31 68.83
Concossional 28.82 24.68 87.80 166.34 20.78 16.18 58.18 88.81
Non~-concessional - - - 24.00 12.82 314,97 8.00 - -
Total 41.87 66.64 108.63 157.44 90.79 68.40 87.15 138.668 68.
Concessional 38.28 83.88 1065.69 128.26 48.83 62.96 78.08 47.62 9.00
Non~concesslonal 8.44 2.26 2.84 81.19 42.46 16.46 11.97 2.78 0.00
Avorage Torme
Intorast rate (%) 1.2 2.98 8.46 4.88 2.18 1.38 2.72
Moturity (years) 48.99 88.6¢8 22.98 26.80 83.20 87.9¢ 33.20
Grace (ycars) ! 8.80 7. 8.90 6.60 8.00 9.20 7.88
Gront olement (X) 72.20 66.60 38.0¢ 41.70 82.90 71.89 58.7¢0
B8y donor
RS D e et i
Financlal lnstitutions 8.44 1.88 0.09 8.89 88.14 9.48 9.0 2.78 -
Bilateral 9.91 39.68 21,68 26.21 27.67 87.87 22.99 47.81 8.186
France - 9.68 17.08 6.30 18.46 28.29 9.24 19.44 5.69
BO'Q‘UQ - - - - 20” - 1'74 3089 -
Chino - 88.76 - - - - 3.67 11.94 -
sa“d‘ - - 2062 1021 - - 80“ - 2-57
Kuwalt - - 1.86 8.67 8.47 14.68 - 8.66 -
Other bilateral 9.91 - - 10.68 5.48 - - 8.19 -
MHultllatoral 20,32 24.68 87.69 124.48 88.68 80.47 84.16 88.81 58.83
IDA 14.29 8.80 87.79 47.19 20.78 16.50 19.17 56.29 82.28
OPEP - 4.60 6.09 7.06 - - 5.08 1.60
. ADF 1.9 - 23.26 24.28 - - 12.72 30.42 -
ADB - - - 19.36 11.04 14.97 2.39 - -
EEC - 5.84 - 4.48 1.28 - i6.88 - -
IFC - - - 4.85 - - - - -
INF Trust fund 7.82 7.44 - 9.99 - - - - -
BADEA 608 |, - - 10.09 - - 8.09 - -
Other multllataral 6.00 - 21.94 7.46 - - - - 26.568
Total 41,67 86.864 108.58 157.63 89.79 68.82 87.18 188.06 88.98

1/ Using ODA definition of 26 percont grant element.

Sourco: IBRD Debt Reporting Syotem.
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Table 4.8 BURUNDE DISBURSE“ENTsi|ANORTIZATION AND INTEREST PAYMENTS BY CREDITOR, 1¢

\ (in milllions of US dollsrs)

b _{L.

1980 1981 1982 1?88 1984 19886 1986

Disbursenonts
Finencis! Instis. . 9.6 0.09 2.74 14,72 12.14 1.18 -
8ilateral 17.96 18.19 28.28 88.76 18.48 24.69 18.89
Concosalensl 17.46 12.568 22.69 88.29 16.38
Non-concoscions ! 5.60 .66 6.69 2.47 g.10 8.22 .00
Hultllatora! 26.98 “.52 28.99 68.11 60.94 44,72 84.03
Concossional 26.36 18,852 27.88 42,92 89.97 37.91 78,96
Total 45.48 29.72 66.02 1¢68.59 79.88 760.68 102.78
Concaselonal 43.81 49.97 66.47 81.21 $6.88 §9.28 $6.40
Non-concossional 1.62 0.85 4.66 26.38 28.20 11.26 8.82
Amortizabion
Finencial Instit. 2.94 2.868 2.98 1.67 1.16 4.08 5.74
Biletersl | 9.93 .87 9.69 1.28 8.82 2.87 4.77
Concessipnal .66 .66 .66 1.17 8.28 2.77 8.71
Non-concessional .28 0.22 9.94 0.08 0.08 8.11 1.08
Multtliateral 9.88 8.37 8.68 1.86 4.72 5.836 8.62
Concossional .08 0.03 .27 1.26 4.24 5.848 8.51
Non~concessional 8.38 8.34 2.88 .16 g.48 9.789 1.51
1
Total 4.20 3.681 8.38 4.16 9.19 12.78 18.52
Concossional g.68 - 9¢.88 9.92 2.38 7.69 7.81 9.51
Non~concessional 8.62 2.92 2.48 1.78 1.89 4.92 9.01
Interost
Financlial Instit, 1.64 9.64 2.21 8.47 2.18 2.18 2.18
Bt latoral 8.26 .42 6.99 1.60 2.14 2.886 4.02
Concosslionsl 9.20 9.34 2.98 1.89 2.06 2.26 8.67
Non~-concessaional 9.08 g.08 8.097 g.11 .99 8.10 9.385
Multl lsters! 0.69 8.79 1.18 1.44 8.79 4.12 5.88
Concosslonal 0.89 9.52 g.689 9.99 1.78 1.9 2.88
Non-concesgional .80 9.27 .49 6.44 2.68 2.22 3.20
Total 1.98 1.78 2.88 8.40 8.12 8.68 12.05
Concagsionsl 9.59 g.88 1.62 2.89 8.9 4.18 8.17
Non-concossaional 1.89 8.89 8.78 1.01 4.82 4.47 5.89

Soureo: IBRD Dobt Roporting System.
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Table 5.1. BURUNDY: SUMMARY OF CENTRAL GOVERNMENT FINANCE, 1976-88 (o)
(in billions of Burundl Francs)

1078 1879 1080 1801 1982 1988 1984 1086 1986

Revonues and grante 11.86 18.28 14.68 16.69 17.64 16.88 21.681 24.49 20.99
Revenues 2.21 16.97 11.60 11.67 14.08 12.87 17.04 19.69 23.83
Tox revenue 7.88 9.2 10.60 9.99 12.87 11.88 16.08 18.22 21.21
Incomo tox 9.84 1.28 2.42 2.66 3.84 3.45 8.90 4.04 4,43
Transaction tax 9.39 6.68 9.69 6.98 1.39 2.07 2.54 2.88 8.24
Beor tax 1.34 2.36 2.77 8.17 8.82 8.16 8.38 8.78 3.76
Import dutics 1.99 2.68 3.21 2.1 8.20 2.77 8.24 3.88 4.28
Coffeo oxport dutles 2.72 2.01 1.86 9.3 9.87 5.09 2.68 3.68 4,98
Other 8.17 8.11 .18 9.26 0.38% @.41 0.81 .63 2.64
Nontax revenue 1/ 1.86 1.76 1.69 1.68 1.46 1.01 1.01 1.47 2.62
Gronts 2/ 1.68 2.29 8.08 4.43 3.81 3.7 4,77 4.80 6.18
Total exponditure and ne’
lending (commlitment basie) 18.72 16.14 20.89 21.69 26.88 81.76 81.69 81.86 83.98
Current (commitmont) 6.0 7.58 9.47 13.11 12.66 18.48 14.12 18.28 17.66
Salerios 8.82 3.86 4.80 5.38 65.92 6.03 6.47 7.08 7.81
Goode and services 1.62 2.21 2.77 2.61 3.08 2.80 2.77 3.79 4.26
Transfors and susbidies 8.78 .98 1.08 1.809 1.12 1.26 1.24 2.16 2.09
Other 8.28 ©.57 .82 .87 9.76 9.02 6.78 9.58 1.18
Intorest 6.18 9.12 6.20 6.28 9.46 2.985 1.56 1.98 2.28
Unclesslifiod expendit. 3/ 8.33 1.39 3.02 1.32 9.51
Capital oxponditures and net 7.78 7.58 11.28 11.48 12.79 18.27 17.47 15.50 18.42
lending (commitment)
: ]
BEI (commitment) 4.47 2.99 4.84 5.48 .52 4,24 8.29 2.98 .99
Not chango In arrears 1.2 -8.74 .80 6.68 6.81 6.66 -8.22 -8.16 -g.56
Arrears accunulation .21 .89 1.88 1.64 1.5¢ 2.22 1.64 1.88
Payment of arrosre -1.60 -1.42 -0.87 -8.76 -1.09 -1.28 ~1.78 -1.20
BEI (cash bosis) 8.28 8.68 4.04 4,87 4.1 8.28 3.60 8.08 1.56
Extrab. sccount i 6.18 -3.68 8.14 -0.16 -$.62 9.08 .60 9.61
Gronts 1.88 2.29 8.68 4.438 3.61 8.71 4.77 4.80 5.18
Logno 1.27 2.48 8.19 2.68 4,89 16.27 8.91 8.72 10.27
Domost. Loans 1.08
Adjustaent for othor oparstions -$.48 -$.62 8.22 8.68 1.28 9.30

Overal| balanco (commitment) -2.68 -1.88 -6.03 -8.07 -8.834 -14.986 -9.12 -5.84 -4.,69
Overail balance, before grante 51 -4.17 -9, -190.6¢ -11.96 -18.66 -13.89 -10.64 -9.85

0.88 1.49 2.41 ~-1.41 -1.66 -1.87

-4 09
Change in arrecars (decroaso -) o.86 -1.44 9.98
4 9.11

0.26 -9.48 0.33
-6.37
0.60

Curront .36 -3.76 . -0.08 9.99 1.45 -1.19 -1.41 -9.81
Accumulation 8.26 1.89 3.02 1.32 .51
Paymonts -6.564 ~9.08 . -§.42 0.4 ~1.67 -2.61 -1.92

Capital 1.21 -3.74 . ¢.688 0.69 2.98 -$.22 -3.16 -2.66

Ovorall balance (cash basis) -1.81 -3.82 -6.13 -5.27 -%.86 -12.66 -10.58 ~7.40 -8.83
Overall balance, before grents -8.68 -6.681 -8.19 -9.76 -~-19.46 ~-16.26 -15.30 -12.26 -11.22
Financing 1.81 8.82 5.18 8.27 6.85 12.86 16,68 7.40 6.06

Extornal (net) 1.67 2.20 3.19 2.80 4.27 8.76 8.18 5.32 8.48
Disbursements 1.27 2.48 3.5¢ 2.68 4,69 18.27 8.91 8.72 10.27
Amortization ~3.20 -3.28 -8.40 -9.86 -3.82 -0.87 -9.81 ~1.40 -8.79

Domestic (not) 9.74 1.12 1.98 2.98 2.68 2.84 2.42 2.08 ~@.42
Bankine system 9.54 3.01 9.78 3.08 2.185 2.89 1.1 1.63 -1.08
Nonbanking 0.20 -1.89 1.18 -2.67 8.44 -8.06 8.1 0.45 2.06

(s) Footnotos on noxt page
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1

Toblo B.1. BURUNDI: SUMMARY OF CENTRAL GOVERNMENT FINANCE, 1978-88 (continued)
(in bililons of Burundi France)
1978 1879 1080 1981 1982 1983 1984 1985 1988
Nomorandﬁm items:
On o caag basie 4/:
Recurrent expondituras §// 8.84 8.28 9.86 16.67 12.2¢ 11.82 14.66 16.24 18.07
Capitel oxpenditures 8.52 8.380 16.43 10.60 12.20 17.31 17.69 16.66 16.98
Total oxponditures 12.86 16.68 19,79 21.27 24.49 20.18 82.94 81.69 86.05
Recurrent balance (w/c grant 2.87 2.89 2.24 8.90 1.74 1.66 2.89 8.46 6.7
Oveorel! belence (w/o grante) ~3.65 -§.61 -8.19 -9,780 -10.46 -16.26 -16.39 -12.20 -11.22
As percentage of GOP: '
Rovenuss 17.1 16.8 14. 18.3 16.4 12.8 14.4 14,2 16.9
Rovenues and grante 20.4 18.9 17.7 10.8 19.8 18.5 18.5 17.6 19.5
On & cash basis :
Rocurrent exponditures 11.7 11.8 11.3 12,2 13.6 11.7 12.4 1.7 12.1
Capital expenditures 12.1 1.8 12.8 12,1 13.4 17.2 16.6 11.8 11.4
Current balence (w/o grants) 5.8 3.8 2.7 1.0 1.9 1.6 2.0 2.6 8.9
Overal balance (u/o grantse) -8.8 ~8.8 -9.9 ~11.1 -11.6 -16.1 -12.9 -8.8 -7.5
Curront balaucz(+gronto; 8.7 7.1 8.4 6.1 5.9 4.7 8.1 5.9 7.8
Ovoral balance (+grants ~-8.4 -4.7 -8.2 8.8 ~7.6 -12.8 -8.9 ~-5.8 ~4.1
On commitmont besis
Recurrent expenditures 11.1 10.8 11.4 11.6 13.9 18.4 11.9 11.8 11.8
Copital exponditures 14.8 18.7 13.8 18.2 13.9 18.2 14.8 1.2 11.9
Curront balance (w/o grants) 6.9 4.8 2.6 1.7 1.6 -9.6 2.8 2.6 4.2
Overal balance (w/o grants) -8.4 5.9 -11.0 -12.0 -18.1 -18.6 -11.8 7.7 -8.8
Curront balanco(ogronts; 9.8 8.1 8.3 8.8 §.6 8.1 8.6 6.1 1.7
Overal balance (+grents -5.0 -2.7, -7.8 -~7.0 -8.1 -14.9 ~71.7 -4.2 -3.2
Grants 8.4 3.8 8.7 6.1 4.6 8.7 4.0 8.6 3.5
Foreign financing (loans not 2.6 8.1 8.9 2.6 4.7 9.8 6.9 3.8 4.4
Domestic financing (netd) 1.4 1.8 2.8 3.4 2.8 2.8 2.1 1.6 -9.8
Banking 1.6 4.3 6.9 8.8 2.4 2.9 1.4 1.2 -8.7
Non-banking 8.4 ~2.7 1.4 -8.1 8.5 8.9 8.8 8.3 8.4
Total 8.8 8.0 9.9 111 11.8 18.1 12.9 8.8 7.5
GDP market prices 54.02 70.43 82.78 87.22 91.19 100.68 118.17 138.79 148,81

Sourcen: Data provided by tho Burundi suthorities; and ataff estimates.

1/ Includes intorest receipts on on-~lending to public enterprises.

2/ Includes grants passed on to public ontorpriges

8/ Conslists of axpenditure counierparts to new arrears, most of which are rolated to goods and services.
4/ Includes change of arrears.

6/ Includes adjustments for other oxpenditures.
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Table 5.2. BURUNDI: ORDiNARY BUDGET EXPENDITURES BY FUNCTIONAL CLASSIFICATION, 1981-88
(in miliions of FBu)

1978 1979 1980 1981 1982 1983 1984 1946 igge

Ordinary budget (BO)

Goneral services 3620 4702 4921 5281 6698 74386 8861 2851 7622
President?’s 0ffice 1/ 708 930 1038 1102 1066 1698 1118 1622 1869
Defense 1688 1789 2499 2720 8300 8198 8884 8889 8951
Other 1279 2008 1884 1479 1844 8188 8664 84209 1192

|

Soclal sorvices 1891 2217 2876 2796 201¢ 8200 8687 4304 5048
Education | 1484 16881 2022 2171 2240 2509 2719 8285 8704
Lebor 18 14 22 82
Public Heslth 868 448 540 §16 566 878 726 987 1148
Social Affalire 61 é8 89 86 89 80 81 97 111
Youth and sports 21 26 82 28 27 21 22 83 41
Women condition - - - - - 0 7 8 11

Economic sorvices 863 1218 1483 14786 1460 1163 1038 1642 16826
Agriculture 281 846 406 444 646 497 440 498 584
Rura! Development 41 48 64 48 49 58 62
Commorce snd industry 18 24 27 26 27 28 26 83 74
Trangsport & Commun. 241 201 824 242 198 176 166 834 360
Public works. cnergy 384 8§87 638 716 687 415 870 820 867

and mines

Interest on public debt 181 116 194 828 448 920 1681 1878 2287
Domestic 62 49 42 172 842 8956 698 770 99
Extornal 79 76 162 166 108 225 889 11908 1867

Amortization 199 1669 687 1089 1177 16056 1287 8136 §686
Domestic 1380 880 859 977 1176 686 2266 8626
External 199 229 827 199 2006 430 788 881 1861

Total Ordinary Budget 85695 811 9910 1g918 11696 13827 16828 19864 21687
less amortization -199 -1569 -887 -1039 -1177 -1606 -1287 ~5186 ~5686
BO (current, cash) 8398 8262 922 9879 16619 12022 14641 18719 15661

less payment of arrears -542 -87 ~-598 -167 -1874 ~2660 -2149 -81¢
accumulation of arreare 106 248 480 384 1301 8922 1816 §18

BO (current, commitment) 6058 7564 9326 9786 11748 13470 13307 16988 15141

oxtrabudgetary account
+ special funds ¢ other ~56 26 149 4905 1637 -220 148 -258 2119

Recurrent oxpenditures
(on a commitment basis) 6996 7688 9474 10110 13280 13269 13456 14836 17289

1/ Includes Ministry of Planning ond External Relotions.

Sourco: Governmaent of Burundi.
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1887 1988 1989 1987-89
Soctors Local Foreoign Local Foroign Local Forelgn Local Forelgn
Funde Ald Toteal Funde Ald Total Fundo Ald Funds Ald Total

Agriculture 1131 $999 5129 1166 6188 6209 848 40498 8183 18181 16314
Industry8Conm, 922 1239 2161 24 2371 2804 @ 196 948 8888 4761
Enorgy /Water 138 3871 3608 266 8708 4669 142 2086 583 9109 9692
Tranaport,telec 96 722 818 e7 §98 668 40 496 203 1816 2017
Roads 269 2002 2891 176 3612 8789 i) | 365868 665 9801 10386
Housin 240 309 846 80 818 879 % 208 -3 1007 1402
Education 188 824 1997 (] 589 847 109 526 861 1989 2290
Heo | th 89 122 162 87 826 412 27 208 184 748 897
Soclial sectors 643 ] 543 220 @ 220 200 -] 083 ] 968
Total 8678 18277 14866 2162 16043 18796 1562 11479 7202 41309 48691
of uhich BEI 2587 | 1847 1481 5886

(%) 21.2 78.8 109.0 11.6 98.5 1639.8 12.8 8.8 12.1 85.¢ 100.0

{in percontsge

Agriculture 81.8 89.1 88.4 §8.68 80.9 28.6 84.8 86.8 87.8 48.9 81.8 88.5
InduotrybComma. 26.8 8.3 12.8 1.1 14.2 12.7 8.6 1.7 1.8 13.6 9.2 9.8
Enorgy /Veter 8.8 26.4 20.8 14.2 22.8 21.8 9.1 17.7 16.7 8.8 22.9 19.9
Troneport,teloc 2.7 6.4 4.9 8.1 3.6 8.8 2.8 4.8 4.1 2.8 4.4 4.1
Roeds 8.1 190.8 17.2 8.2 21.7 20.2 8.4 81.2 26.8 7.8 23.7 21.8
Housln 6.7 3.6 3.8 2.8 1.9 2.0 8.1 2.8 8.0 5.4 2.4 2.9
Education 6.1 8.2 8.0 2.7 8.6 8.4 7.0 4.8 4.9 4.8 4.7 4.7
Health 1.1 8.9 1.0 4.1 2.9 2.2 1.7 2.8 2.6 2.1 1.8 1.8
Soclal sectore 16.2 8.8 8.2 16.2 8.8 1.2 12.8 8.0 1.6 18.2 6.0 2.0
Total 168.6 169.6 100.0 169.0 106.6 100.0 | 108.0 100.0 100.6 | 100.0 109.0 100.0

Sourco: Burundian Authoritios and mission estimotea.



- 191 -

Table 6.1, BURUNDI: CONSOLIDATED POSITION OF THE FINANCIAL SYSTEM, 1977-86
(In Millions of Burundi France End of Poriod)

ITEM 1977 1978 1979 1980 1981 1982 1983 1984 1685 1988
i
Net Foreign Assets (nat) 7967 7149 7426 7466 4811 133¢ 2798 2176 3271 7826
Gross Assots 8968 8004 9624 9731 6481 3820 5318 4977 4738 10892
Liabilities 1/ 986 866 2199 2276 1870 249¢ 2622 1882 1467 3¢66
Domestic Credit (net) 1i73 6873 11242 13718 19917 22226 26637 28017 31738 32797
Treasury (net) 186 1608 3940 4470 7178 9344 12356 13680 16644 13710
8RB -861 1166 3386 3690 6360 7837 11101 12892 14667 .
Fonde d’Egalisation (BRB) ~1727 -479 -1066 -547 -21 ~94 -388 <616 -3¢0 o
Credit ?o the Economy 2716 5836 8387 9793 12760 120768 14570 14853 16389 19687
of which
BRB 881 1221 1383 1504 714 698 388 498 309 494
Commercial Banks 1687 8309 6108 65692 8416 7422 6949 7111 8374 9775
Cadabu 111 296 386 899 724 831 1080 1074 1074 1698
CAMOFI - - 116 318 680 1202 1419 1529 1495 1482
Resources = Uses < 9140 14022 18067 21172 24628 23566 29333 30192 85004 40823
1
Money and Quasi-Honey 6906 9698 11304 12681 16698 15378 16756 19964 28822 24774
Currency 8215 4627 4797 4972 7069 6419 7262 7498 7263 8008
Demand Deposits 2766 36786 65249 5706 4687 4482 5426 7013 10840 12329
Torm Deposits 926 1498 1268 2004 4052 4477 4088 5443 5729 4437
Commercial Banks 398 614 430 499 1264 1453 2818 2227 2432 881
CADSBUh 528 979 1292 1778 2028 1087 2414 2107 1896 2247
of which
Compuisory savings ‘e .e 589 901 1304 1328 1728 2080 1858 1801
Voluntary savings .o .o 704 878 726 640 691 690 831 737
CAMOFI - - 192 568 769 1868 1032 1109 1408 1309
Import Deposits 546 6838 530 6549 769 382 804 768 910 1179

Long-term Foroign Lisbilities 603 1341 2219 2661 2498 2340 2938 2864 2464 3692
BNDE 381 418 803 528 633 503 787 846 849 860

Trust Fund 222 928 1616 2128 1945 1888 2201 2008 ;O 2700
SOR Allocation 716 778 1962 1803 1436 1863 1681 1681 1681 2075
Own Capital 1785 2786 4376 4566 4360 6690 6711 6722 7366 8364
Other Lisbilities (net) -1418 -1266 -824 -678 2083 -1497 443 -1785 -1238 648

1/ Short term liabilities.
+«/ Not svailable.
Source: Bank of the Republic of Burundi.
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Tablo 6.2. BURUNDI: MONETARY SURVEY, 198d-86

(In Millions of Burundi France End of Period)

ITEM 1980 1981 1982 1983 1984 1986 1988

Net Forelgn Assots 6798.6 3842.¢ 922.6 2008.1 1883.8 2788.8 6464.2

BRB 8854.6 87868.4 1020.4 2088.2 1861.8 20560.7 8472.8

Of which: gold 1/ 82.3 62.3 §9.1 73.¢ 73.8 73.9 91.3

reserve position

in the fund *492.8 768.9 733.2 1156.8 1168.7 1126.6 1391.2

SOR Holdings 476.2 579.3 413.8 121.8 18.6 18.5 86.5

Deposit money banks ~148.98 §6.9 ~98.4 -60.1 32.0 -188.9 -8.6

Domestic Credit (net) 12891.2 18308.0 20499.8 24201.7 25519.8 28474.0 28387.2

Clalms on Government (net) 2/ 4615.2 7808.1 9640.7 12388.8 14090.2 16796.8 14712.0

BRB 3685.9 6360.1 8262.8 11096.1 13038.6 14642.7 13528.9

Deposit money banks 860.0 844.7 1287.9 1293.5 1061.6 1163.1 1188.1

CCP 69.4 103.3 66.8 189.2 149.1 247.8 253.9

Claims on the Economy 8276.9 11000.6 10969.1 11813.1 11429.8 12678.2 13846.2

BRB 1835.8 868.9 1103.2 1229.1 830.7 583.9 534.1

Deposit money banks 6648.3 10131.1 9565.9 10684.0 10698.9 12094.3 13111.1

Of which: coffee 2942.9 4723.7 2782.8 8997.8 2331.¢ 3399.1 3213.8

Money and Quasi-Money (M1+M2) 12592.4 15764.4 15691.6 19708.7 20448.8 24189.1 26826.8

Money Supply (M1) 8/ 10487.6 12242.7 11477.4 18732.3 14764.0 18198.6 21980.9

Currency in c¢irculation 4971.6 7068.2 6419.1 7282.4 7497.8 T268.5 ©008.4

Demand Deposits 5616.1 6183.5 65058.3 ©84689.9 7286.2 1£945.1 13972.5

Quesi-loney (M2) 4/ 2164.8 '3611.7 4114.1 5976.4 5684.8 5999.6 4844.9

Coffee Equalization Fund (net) §46.9 21,8 98.5 888.1 509.8 303,06 11ve.1

Medium- and Long-term lisbilitios 6/ 2122.9 1946.0 1837.8 2200.8 2007.4 1624.3 1409.8

SDR Allocations 1303.0 1435.0 1363.1 1680.6 1680.8 1680.6 2075.1

Other Liabilities (net) 3032.5 2994.7 2535.9 2281.8 2787.2 3466.8 3520.8

Memorsndum Items:

Private sector deposits at the

cce 88.8 192.7 85.0 189.2 148.4 247.1 253.2

Credit to Public enterpriges 1367.4 678.7 457.9 4353.8 4150.83 B5128.1 7219.8

Source: Data providod by the Burundi authorities.

1/ Differ from BRB date due to valuation of holdings at SDR 85 per ounce.

instead of veluation st market price.
2/ Include private sector doposits at the CCP.
8/ Includes counterpart of privete sector’s demand deposits at CCP.

4/ Includes countorpart of private sector’s ¢ime deposites st CCP,

6/ Includes Trust Fund loans,



- 193 -

Table 6.3. BURUNDI: SUMMARY ACCOUNTS OF THE BANK OF THE REPUBLIC OF BURUNDI 1977-88
(In Millions of Burundi Francs End of Period)

ITEM 1977 1978 1979 1980 1981 1982 1983 1984 1986 1988
t

A. Forelgn Assets (net) 8239 7067 7927 7708 4638 1578 2736 2286 3503 7862
Gross Foreign Assets 8832 | 7602 8897 9419 8136 3366 3978 3174 3968 9603
Foreign Liabilities 693 445 187¢ 17138 1497 1787 1240 888 466 1851
8. Domestic Credit ~1696 1908 3883 4629 74567 8749 11202 13024 14818 12112
- Credit to Gov., (net) -360 1186 3365 3878 6354 8260 11094 13038 146838 12878
Advances Treasury 1868 2881 51569 5796 7963 9909 12384 14588 171156 18412
Ordinary 862 839 1799 1580 2993 1459 3927 674 2863 8718
Special 1204 2199 2962 3966 4876 6338 7331 9203 10899 12661
Particular -— 43 389 249 84 489 - 237 726 708
Exceptional - - - - - 1645 10986 4474 3147 2387
Adv, Other Gov. Agencie 26 28 20 12 8 8 1 - - -
Deposits ) 2206 1726 1786 2122 1699 1869 1260 1669 2477 3689
Central Government 2061 1668 1734 2008 16901 1689 1075 1458 2371 2870
Other Gov. Agencles 148 162 61 114 98 70 186 92 108 869

- Deposits of Coffee
Stabilization Fund ~1728 -470 -1066 -547 -21 ~94 -338 ~610 -300 -1190
- Credit to the Economy 811 1124 1263 1389 990 458 388 338 300 279
= Other 70 98 139 134 134 136 148 168 172 150
C. Claims on Commercia! Banks - - 1141 456 29786 1673 640 447 1 168
CAMOFI - - 25 50 58 1522 885 50 69 50
D. Claims on Other Fin. Inst. 108 306 180 194 211 1032 893 835 112 106
E. Other Assets (net) 868 1032 399 209 249 1439 1710 - - -
ASSETS = LIABILITIES 7318 10303 12430 13194 15530 14371 17971 - - -
F. Reserve Money 4311 6102 4938 5080 . 7138 8566 7438 7669 7338 8187
Currency outside banks 3226 4542 4876 6901 7073 8498 73684 7694 7838 8187

Currency held by

commercial banks 21 49 82 79 1 59 72 76 .- -
Banks® deposits 1065 620 - - - - - - - -
G. Demand Deposits 169 816 1307 1034 1136 567 1262 2013 4824 4022
Public Enterprises 11 835 866 472 647 360 474 1198 1876 2194
Finance Institutions 108 218 774 366 452 162 768 817 2749 1828
Other 59 86 ié8 207 136 54 22 - -a —
H. Prior Import Deposits 548 683 530 849 760 882 804 768 910 1109
I. SDR Alfocations 718 778 1062 1303 14356 1363 1881 1681 1681 2076
J. Trust Fund 222 923 1618 2123 1946 1838 2200 2007 16824 1410
L. Own Capita!l 1188 2004 8092 8108 2497 2884 2918 2936 2768 3221
M. Other Liabilities (net) -24 ~53 -116 e 220 44 -38 - - -

Source: Bank of the Republic of Burundi.
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Taeblo 8.4. BURUNDI: DISTRIBUTION OF CREDIT TO THE ECONOMY BY TERM STRUCTURE, 1981-86
(In Mil,lons of Burundl Francs)

1TEM 1981 1982 1983 1984 1986 1988
Short-torm 8368 7488 8099 8178 9378 11668
of which: Trado ‘7930 5034 5616 6487 8128 7847
(coffes export) (4724)  (8126) (8998) (B3661) (4672) (4789)
Agriculture 101 184 111 207 214 1°8
Industry B40 897 719 768 1060 1747
Medlum-term 1679 2017 2233 2180 2209 2642
of which: Industry 533 683 804 861 716 718
Civil engineering 424 842 793 879 649 177
Transport and transit 131 61 94 43 61 168
Trade 238 226 246 244 836 383
Agriculture 21 182 128 127 117 119
Long-torm ' 1968 2718 33684 3459 3616 3807
of which: Clvil enginesring 1386 1941 2294 2373 2479 2476
Othor services 310 284 284 268 279 287
Trade 8.3 9.3 2.3 12 83 81.30@
Agriculture 85 66 81 94 138 193
“otal 11888 12221 13898 18767 16201 17817
of which: Rediecounted credit 3094 -« 2613 - 1219 878 8 165
(in perdent) (26.0) | (20.8) (8.9) (4.9) 0.1) (©.9)
i

ALLOCATION OF CREDIT TO PUBLIC ENTERPRISES

Short-torm - 4111 4656 4200 5204 65910

of which: Export - 82686 3976 3641 4674 4863
Import - , 217 89 B8 137 189
For liquidity purposcs - ‘ 840 692 568 498 878
On Government procurements - - - - -- --
Long~ snd medium-term - 2078 1941 1934 1969 1764
Total - 6187 8697 6195 7178 1874

Source: Data provided by Burundian Authorities.



- 195 -

Table 6.6. BURUNDI: CREDITS GRANTED BY THE NATIONAL DEVELOPMENT BANK, 1977-86
(In Millions of Burundi Francs)

1877-1982 Numbar of
ITEM Avarage 1988 1984 1986 1988 Total Credits
Rural 1687.1 866.4 7368.83 692.9 628.3¢0 4698.0 58
Agriculture, Livestock 84,7 14.2 268.4 118.7 68.68 1042.8 1868
Industry, Hendicrafts & Commerce 1460.3 76.2 178.8 211.8 348.76 2272.8 247
Tourism 386.9 - - 2.8 €.20 893.7 7
Real Estate 1986.3 26.2 - 144.8 240.20 1495.8 618
Household ; 3684.4 88.3 38.0 47.8 169.40 874.9 14800
othal’ 17-1 - - 103 0‘” 180‘ 83
Totael : 5683.9 1026.3 1218.8 1217.1 1449.4 10493.2 17043
Sourco: Rapport Annuel, National Development Bank.
1
N 1
Table 6.8. BURUNDI: MAXIMUM INTEREST RATES FOR COMMERCIAL BANK DEPOSITS, 1981-87
! October 1, 1981  August 1,1986 Since
ITEM to to May 1, 1987
August 1, 1988 May 1, 1987
oml\d oopos‘% - 3.0 20”
Savings Deposits 1/
Up to Fbu 599,000 7.0 10.9 7.8
Over Fbu 500,000 8.0 9.0 7.9
Torm Daposits & Savings Certificates
1 to 6 months 4.5 8.0 8.0
6 to 12 monthe 1 6.6 10.0 6.0
12 to 18 months 7.0 12.6 > 7.9
Over 18 montha 8.8 froe > 7.0
Advence notice daposits
1 month 5.0 8.0 8.26
3 months 6.9 \ 9.0 4.26
6 months 1.9 11.6 6.26
12 months 8.0 13.9 7.26
Over 12 months froo free » 1.0

1/ Available only to individusls

Source: Bank of the Republic of Burundi.



Table 6.7. BURUNDI: LENDING INTEREST RATES, 1981-87
(Ir percent per annum)

Lending Rates Lending Rates (Rediscountable Cr.) 1/ Central Bank Discount Rate
Oct. 1,1981 Aug. 1,1986 Since Oct. 1,1981 Aug. 1,1988 Since Oct. 1,1981 Aug. 1,1986 Since
ITEM to to May 1,1987 to to May 1,1987 to to Hey 1,1987
July 31,1986 May 1,1987 July 31,1986 May 1,1987 Juiy 31,1986 May 1,1987
Short-term loans )
- Import Cradits
Equipment & food 11.8 -~ 11.0 7.0 9.0 9.0 5.5 8.0 7.5
Other manufacturing 14.9 14.9 13.9 18.6 —— 12.8 11.6 8.5 11.0 8.8
Luxury product - 15.6 13.6 - - 11.9 - - 2.8
- Export Credits - - -- 6.6 8.0 6.6 4.8 7.0 6.9
- Credits Tresorerie
Agriculture 11.9 13.9 10.9 8.5 e_ 9.8 8.9 4.5 7.0 8.6
Industry 15.0 12.0 10.9 16.0 9.0 8.9 8.§% 7.6 8.6
Other. 16.6 18.0 - 13.@ 10.0 16.6 11.9 8.0 4.9 9.8
Medium-term loans -
Agriculture 11.0 14.9 13.0 7.0 18. 10.9 5.8 8.0 7.6
Industry 12.0 12.9 13.9 9.0 18.9 18.0 7.0 8.9 7.5
Housing 13.0 17.0 14.0 11.6 12.8 11.6 9.0 11.9 8.8
Other -- 26.9 15.0 - 16.8 8 - 16.9 9.6
Long-tera loans
Agriculture - 16.0 18.0 9.8 13.0 12.0 8.0 11.0 8.5
Industey - 15.0 16.06 11.0 12.6 12.9 7.8 10.9 8.8
Housing - 19.6 16.0 11.¢ 14.9 12.9 7.8 12.9 8.8
Other - 20.0 18.0 - 17.9 13.9 - 16.9 8.6

1/ Rates on non-rediscountable credits are set on a case by coso basis by the Central Bank, having 15% os the maximun limit.

Source: Bank of the Republic of Burundi.

- 961 -
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Toble 6.8, BURUNDI: CONSUMER PRICE INDEX OF BUJUMBLRA HOUSEHOLDS, 1980-88

(1980 = 100)
;
velghts
ITEM pondora- 1961 1982 1683 1984 1986 1988
tions
1

Foodstuffe 66.8 103.3 118.¢0 126.4 142.8 163.7 142.7
Clothing 13.2 120.8 124.1 128,83 137.3 126.2 140.8
Rents and household goods 16.7 122.4 132.6 181.6 146.¢0 149.6 144.1
Transport, culture end entertainment 1.8 119.9 117.9 184.1 200.7 208.7 278.2
Hoslth care ond others 4.0 128.7 123.4 1286.5 188.4 145.7 150.4

Goneral Pricoe Indox 100.6 113.3 119.8 126.8 148.6 154.06 1568.8

Average Poreonkoge Chenge 13.3 5.7 8.8 14.4 a.7 1.8

\

Wemorandum items: : Annual changes in percent
Agricultural producer price 33.2 -10.2 8.9 N 89.8 5.4 2.6 1/
Private consumption ' 28.2 8.9 8.9 £.9 16.0 6.6 8.8/
Export Pl‘ic@o 3.5 ‘8109 °o4 3.1 “07 8-2 34'2 1/
import prices 23.2 3.9 5.4 -8.5 16.0 4.8 2.1/
GDP def lator 18.0 -8.8 8.6 6.1 17.9 8.1 4.4 1/
1/ Preliminary
Source: Data provided by Bu{undian Authorities,



TABLE 7.1 BURUNDI: AGRICULTURAL INDICATORS BY NATURAL REGION

(1982 uniess otherwise noted)

Popu:llation Avezago La:d Int:nsi- * Sn: 1" Percentagf:of Farmors Proj:cted
Naturs! Region Density Farm Sizo Utilisation fication Cottls/ha Ruminant/ha vho can increase Pdn by Population

(pop/km2) (ares) rate Extending Increasing Growth Rate

1979 ares yiolds 1982-87

Bugeseora 144 116 72 133 6.11 3.46 48.9 84.0 2.23
Buragene 81 99 42 158 8.14 9.28 47.8 98.2 3.37
Bututsi 128 84 98 169 6.82 8.41 27.8 27.1 2.88
Buyenzi 308 % 80 159 .19 0.97 31.7 93.3 2.28
Buyogome 81 168 58 161 8.24 8.28 68.7 7.6 2.63
Bwory 166 93 76 148 8.13 9.564 31.5 4.7 2.17
Inbo s 120 127 o2 13¢ 9.33 9.28 189.9 o a.e2
Kirimire 268 86 94 169 9.29 6.88 38.9 $3.9 2.58
tiosso 52 L g 33 158 @.62 @.17 92.6 73.3 2.19
Nugembe 147 84 93 131 ©.38 0.47 196.0 = 2.78
thumirwo 186 7 8 169 0.26 8.62 48.2 78.4 2.74

s/ In these early surveys, the quostion posed wes simply - cen you incrouse production?
In later surveye, it was decided to dietinguish botwosn the two methods of increasing production.

s9/ cxcluding Bujumbure.

Socurcos:

Col.l. Mortens, A. ®*Contribution a la connslssance dos Regions MNaturelles du Barundi:

Superficie ot population par colline de Reconsement?, Bujumbura: ISABU, octobre 1981.

Col. 2. Hinistry of Agriculture and Livestock.

Col. 8,4,8. 1V Plen Quinquennal de De

Col. §,8. Burundi: Etude Sectorielle-ilevage, UNDP, Jonuary 1988 (PNUD BDI/85/871)

Col.7. Bergen, D.W. "Perpoctives de Ias Speciaiisation Regionaie comme Strategio de Developpement?, (surveys
conducted botween 1982 and 1985 for different regions), Bujumbura: ISABU, 1986.

ioppemant

- 861 -



TABLE 7.2.
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Cassava

Sweet potatoos
Irish potatoes
Maize

Sorghum

Wheat
Rice(paddy)
Beans

Peas
Groundnuts
Bananas
Eleusine

CASHCROPS
Coffae
Dried Tea
Cotton

e mim ca s e

Source: Minigtry of Plannicg.

PARLE Y

137y

ITEM
Roots and Tubers 98G. ¥
Cassava 385.2
Yam and Cocoyam 192. 8
Sweet potatoes | 487.7
Irish potatoes 33.6
Careals 189 .4
Maize 136.4
Sorghum 20.4
Wheat 4.8
Rice(paddy) 9.0
Legumes 313.9
Bosns 273.7
Peas 28.¢
Groundnuts 8.3
Soja 3.9
Fruits and Vegetables 1308.2
Baer Bananas 744.G
Edible bananas 439.9
Sugar cane 6.¢
Palm oil 11.¢
Other fruits & vegetab 108.5
Total 2780 .4

T e e R L L L

Source: Ministry of Planning.

A

A T

At P ROGU T vy 8Y AvioncUL TURAL »RODUCTS, 1986
Iviroge  Prive Tncamo
Yieid 1988 (¥ thut  Work Daily
(ty/ha) thullg his daye Income
(1) (2) (3= iy {4 (6)=(3/4)
Lot a1 1aA44y 342 393.4
6249 e 3 RN 372 142.3
5760 ig.¢ 1@eivl 435 249.8
:11] 41.¢ KEIANG 232 144,56
786 33.4 280n% 77 147.2
416 49.9 18765 vr4 61.2
1410 36.0 42305 600 7.7
809 48.56 87295 216 177.1
6560 32.6 46430 210 218.3
798 /4.5 68860 40 245.2
11240 119 1236404 283 488.7
469 48.2 21694 194 114.2
£40 e 38494 [3517] 78.8
731 17 1242 Lo 23.8
118k 3b 41475 BB 182.6
o LandurDi: FOUOCROP { RODUCTION, 1979-86
{invtizands of metrie vonz)
1988 1981 1932 1983 1984 1985
1%30.0 le98.¢ ig7s. 3 1088.0 1174.0 1218.0
400.9 481.¢ 444,32 444 .9 511.9 b04.0
190.9 148.¢ 194,48 1866.0 129.9 119.9
5¢é.0 497.9 490.0 502.9 517.9 656.0
30.¢ 38.6 36.¢ 8.4 37.9 48.9
208 .9 216.0 211.0 218.9 214.8 <44 .0
140.0 148.0 144.¢ 148.0 139.0 167.¢
62.9 53.0 P Fa.g 49.0 69.¢
8.0 7.9 8.6 A.0 8.0 8.9
18.6 16.¢ 8. ¢ 9.0 18.9 20.9
329.0 339.0 333.9 32c.4 273.0 849.9
290.0 294,80 296.u 286.0 241.9 3¢1.0
26.0 30.0 29.¢ 3.6 18,0 32.9
i9.0 12.9 i1.¢ 12.0 12.¢ 13.9
3.0 3.0 3.0 3.8 2.0 3.0
1¢61.0 14¢9. 9 1388.9 12331.4 1371.0 1674.90
708.4 782.4 710.0 732.6 758.¢ 874.0
400,06 467.8 450.¢ 428.8 441.0 619.9
5.0 6.4 8.¢ 6.0 6.9 7.0
12.8 12.0 12.¢ 12.¢ 12.9 13.0
134.0 162.0 148.¢ 163.9 168.0 170.8
2818.0 3064.9 32035, & 2980.0 3032.0 338%8.0

- - - - -
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TABLE 7.4, BURUNDI: AVERAGE BUJUMBUKA FOUDCROP PRICES BY CROP YEAR, 1988-86

(FBu/kg)
ITEM 1980 1981 1982 1983 1984 1986

Roots and Tubers

Cossava 16.9 8.7 7.2 7.9 18.8 21.1

Yam and Cocoyam 18.¢ 16, ¢ 8.8 16.9 14.8 14.2

Sweet potatoes 9.3 8.5 6.3 8.8 10.7 4.1

Irish potatoss 16.8 16.8 8.9 1£.8 19.8 18.9
Cocretls

Maize 26.0 25.9 26,7 28.9 40.9 41.9

Sorghum 20.8 20.0 28.3 19.8 24.9 33.4

Wheat 0.0 3p.0 30.9 3.0 36.9 49.9

Rice{paddy) 26.¢ 25.90 26.0 26.0 390.9 30.9
Legumes

Beans 28.3 23.2 29.8 30.3 42.6 48.5

Poss 49.0 49.1 68.¢ 69.8 8.8 82.8

Groundnuts 45.8 46.0 £6.8 60.3 49.2 74.5
Frults and Vegetables

Beer Bananas 10.6 i9.9 18.0 11.0 11.9 11.9

Edible bananas 8.4 8.8 7.8 8.4 18.2 19.4

Palm fruit 2.5 18.8 8.7 16.2 11.3 15.8

Source: Ministry of Planning.



Wheat snd rye
Vheat flour
Corn flour
Noodles
Caoreals

Corn

Rice

Sugar

Vegetables
Fruits
Vogetable c¢il

Mert

Fish

prepared msat,fish
Dairy products

il flour

suifs bruit,fondus
Salt

Sub-total

L

Total (including
raw materials)

Wheat rye
Wheat flour
Corn flour
Noodies
Coresis
gub-total

Corn
Rice
Sugar

Vagetables
Fruits
Vegetable oil

Meat

Fish

Dalry products

oil flour

suifs bruit,fondus
Salt

Sub-tote!

e

St
e
R e s sl

S 6 N o
:G)QNNB)W

[y
DRl K e o

8084
183
792

7084

-~ v -

- i m e o e . s

A e i - e e v o

Sources: Government and mission astimabes.
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Toble 7.5  IMPORYS OF RO PRODUCTS, 1977-86
18/8 DBiH 1 o8¢ 108} 198¢
Vatuae o FBu aitlion
. iv. s belt b .6 126.7
365, 2 411, 8 b84 .5 473.8 393.8
6.1 W, n oL 12.¢ 17.4
bo. L 7y .32 156.2 162.3 284.3
b.od .7 4.@ 3.3 a.s
1.2 3.R 4.4 14.5
14:..8 366 & sBULE 6d7 .32 872.¢
i5.¢ 44.4 1y.8 11.6 8.8
3.5 6.7 2R 5.4 8.8
&b, & 1C% ) 1RG4 196 .6 134.4
ii.8 1.4 4.6 3. 1.6
£E.9 102 Ld . p b4.6 £4.8
62.7 46.1 7¢.8 £6.6 B2.7
131.¢ 241 .4 228.3 220.9 380.8
4.5 i 9 Q.2
16.1 a8, b 168.7 %7.5 137.9
133.0 166.4 274, 26%.3 388.8
1835.1 188%.8 19425 2018.8 2818.7
1843 283k 788% 2881 3431
Volume in metrnc tons
338 1817 728 2139
9568 18603 12913 19587 8804
28 812 477 168 272
1296 1787 2583 2134 4242
3 8 2 2 7
19984 15813 17498 13842 15458
57 %3 az 183
4387 §376 1248 7088 8333
634 1826 381 899 3456
1945 1178 RE3 127 1844
gre 2R £213 vt 1143
AR on kR 8 4
48 ies A6 370 422
568 178 1438 1463 2499
8¢ 1638 120
223 591 1igi 1197 2618
11385 13167 34369 12487 18524
40068 ShiTE BQIES 52428 88484

P o

1983

B T RV peypwprwpe

226,
306,

87.

o
NS M

LT
268.

16,

\4
~
&tnco NS S 7Y~

6842
7727
78
1265
8
16921

1608
5637

267
1229
688

4
461
1488

20387
11289

56128

o -

1084

B

i G 0 S e ey S e BB G e AL 8 o e A O A e e R S e B

1985 1986
702.7  284.0
184.4  118.8
186.4  34.2

3.1 4.4
121.4 .
3.7  131.8
479.7  492.3
51.7  20.0
1.8 2.8
221.8  67.8
2.9 1.3
32.9 2.7
186.8  49.2
446.5  335.9
186.1  220.5
186.3  330.1
2984.2  2063.8
3814 P
14838 6828
3341 3493
2025 599
1 2
20205 10827
3654 .
9 1861
12468 17013
488 685
8 7
1338 321
3 1
194 4
2632 1467
2064 2199
9031 191686
73184 67186

- . -




Table 7.8 BURUNDI:
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COFFEE PRODUCTION, 1977/78 -1988/87
(in motric tons)

-

-

-

1977/78 1978/79 1979/8¢ 1980/81 1981/82 1982/83 1983/84 1984/85 1985/86 1988/87

-

- e -

FWA
0CIRU 2
0CIRU 2A
OCIRU 3A
0CIRU 3B
OCIRU 4
OCIRU &
HTH +B
Roasted

Robusta

- o o

Washed
Natural

18894

17030 22921 27744 43824 20311 36028 27005 32494 81299
16174 21148 25928 17208 42009 18496 345628 25272 31296 30292
186 1148 366
75 228 e 196 135 722 838 2046
269 459 12186 969 2412 1632 2516 766 1286 1762
4545 9366 11646

2728
7333 9045 12473 7211 19276 75866 14760 10066 8687 8908
8197 10088 12098 76390 17748 7892 13943 4736 7906 4834
709 824 938 1193 1821 1191 2731 1148 1611 2334
453 542 813 71 742 298 444 388 734 8
16 32 48 23 81 32 34 44 7

222 186 320 113 82

1858 1778 1862 16894 1816 1818 1492 1733 1199 1007
840 8768 870 1266 1922 780 595 589 448 845
1218 899 982 829 793 1838 897 1144 781 862

Source: Government and mission estimates.

- -
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Table 7.7 BURUNDI: TEA PRODUCTION, EXPORTS AND PRODUCTION COSTS, 1979-88

- -

1979 1988 1981 1982

Cultivated ares (ha) 47186 4845 40934

Smal tholders 2972 3102 2682
Plantations ! 1743 1743 1452
Production green tea (tons) 76897 8893 12860 12481
Plantations 311 42668 6769 5627
Teza 2376 2081 3589 2169
Rwegura 2631 1787 2891 2781
Tors ' 362 438 308 677
Smaliholders 2339 2627 3891 4934

Production per hoctare ' 1462 2200 2693
(Kg/hectare)

Dry lesves (tons) 1612 1454 2271 2178
Teza 853 626 1174 1318
Rwegura 641 488 817 768
Tora 318 368 280 92
Ijenda

Green leaves/dry tea 4.8 4.7 4.7 4.8

Exports (tons) 1648 1287 2237 2263
Producer price

Planteurs 19 19 19

Smaltholders (Villageois) 4 4 4
Ex-factory price (FBU/kg dry lezves)

Dry leoaves 21.9 36.3

Processing 47.8 22.4

Geners! expenses 38.1 27.3

Amortization 18.9 17.3

sub~total 128,56 193.3
Marketing expenses 19 16.8
Governmnant levies

Total 148.5 114.1
Average export price 119.4 147.7 84,7 117.4

P L TR

1983 1684 1985 1986
4678 4921 4921 5087
2930 3178 3178 8287
1848 1743 1743 1808
1e882 16313 19068 18763
56818 8468 9018 7438
2609 3763 3397 3112
2467 4012 4562 8262
852 883 1067 1881
5084 8865 10060 9318
2333 3112 3874 8203
2334 3445 4145 3697
1210 1303 1320 1193
762 1226 1290 823
572 886 764 683
230 781 898
4.8 4.4 4.8 4.7
2179 3344 4116 3449
10 16 18 i8
b 3 3 3
26.3 37.8 59.7 70.5
26.4 26.4 37.8 86.7
47 .4 50.1 58.7 72.3
33.2 26.0 28.8 81.8
133.3 139.1 174.3 210.8
40.9 44.6 46.7 49.9
11.5 -
174.2 183.8 232.6 269.7
108.4 281.1 176.0 148.4

Source: Government and mission estimates.



Table 7.8. BURUNDI: {OTTON PRODUCTION | FXPORTS AND PROTTSSING (0TS, 198¢-86

. B e bl e MDA e (o Bl o AP L b an e bk A MrAr At AT DR o b 6 e Aa T 4 e - CW e e e e m Al A e o 6 e e A o Y S B P e S L

19864 1581 G872 1983 1984 1986 1988
Production
Number of producers 16742 14081 14808 13230 14807 16611 16866
Areoa Planted 8491 &/168 8156 4854 8681 8696 86864
North e 3408 3467 2383 2073 2143 2019
Center - 32ip Fo4R 1614 1320 1290 1273
South . . 593 6€0 3031 28682 2867
Extension (Mosso and .. .. . 20 72 301 614
Nysnza-lac)

Production seed (tons) £E681B @33y 8701 4738 8538 7165 7914

Production per hectare
(Kg/hectare) 866. 4 988 .5 927.0 278.9 998.2 1084.9 1187.6
Cotton fiber (tons) 273 7341 2077 1686 2326 2683 3116
Ginning Coefficient X% R, 35 3 35.4 35.8 35.8 38.1 39.4
1st quelity (839% seed) 1811 Z26E 1877 1841 2293 2632 3063
2nd quality (11% seed) ’pg 81 108 58 32 b1 52
Local consumption (tons) AL ¥4l &77 733 782 2688 803
Price (Fbu/kg) . - 142,56 112, 1656.1 169.3 176.5 168.9
Exports (tons)i/ /a7 741 2083 1923 404 226 179
Exports (Fbu mn}1/ 161 133 223 249 82.0 43.1 22.2
Average sxpert price 187.¢ 144.7 148.1 129.6 203.9 191.8 124.0

Price (FBu/kg)

- o o o

Producar price (grain) -, 27.8 ¢7.8 27.8 32.3 32.3 32.3

lat quality . 30.6 30.4 30.0 36.9 36.0 35.0

2nd quality .- 19.¢ 18,0 10.9 12.0 10.0 10.9
Producer price (fibre) 7%.8

Production cost (sead) 44.9 47.% 48.2 51.3 57.2 .o .

(fiber equivalent) .. 134.1 135.¢ 143.3 143.8 138.7 167.8

T O VD T U B T TH R W W O 0 e G (S O ke O e A S 0 M Tk S o s af o A ¢ n G Ao ma = S T mA S e s e o

Source: Government and mission esbimales,



TABLE @3, AUPUNDT: MAYACTURUIG PRODUCTION 1083 -8R

e

Instoliod

ITEM UNIT capacity 198 1962 1683 1984 1586 1986
Primus beer Hi 1,169,006  &86,913 683,813 44,304 798,808 603,498 835,126
Amstel! baasr HI - - - - - 14,117 50,840
Carbonated boverages H! 300, 048 116,112 128,778 144,672 144,761 128,888 134,708
Bread 1004 pleco . . 39,887 AB,194 61,774 41,639 46,813 34,360
Flour Tong 16,a3a 26k 2,807 4,831 4,42, 7,933 6,088
Milk and dairy products Litars .. 1,932,000 1,826,408 1,677,178 1,734,414 1,276,499 1,538,766
Shoes Pairs 4,400/dsy 466,144 380,813 306,910 236,804 372,841 367,820
Blankets Plocos 604, Bon 381,998 345,342 368,784 %39,881 364,196 402,404
Oxygen ©3 132, 460 49,682 8E,497 569,333 33,080 31,882 88,060
Acotylen Kg 19,200 14,498 9,478 11,832 7,823 8,249 5,476
Paint Tons 2,408 Eag 734 a70 {4334 645 812
Fibrocement products Tons 18,429 8,460 3,871 3,748 3,396 3,138 8,822
Ingecticides Tons 3,000 1,881 2,085 2,999 1,899 2,181 2,783
Mattrosses Pieces 2,706/dsy 5,800 24,608 11,981 20,993 22,239 52,786
Cigarettes 1/ Cartonsg 206/day 26,992 23,600 29,396 33,420 29,268 28,836
Fabrics M2 9,000,600 2,M8R8,8590 4,417,862 6,928,407 8,498,832 9,922,201 9,773,219
Matches 2/ Csrtons 30, 900 9,202 11,874 19,221 14,640 17,948 31,423
Cement Tons 20,000 820 288 213 44 - -
Soap Tong . 3,008 2,829 2,792 2,830 2,697 2,829 3,068
Metal sheots Tons 36/ dsy 3,067 6,176 4,880 3,230 1,809 1,290
Cottonseed oil 3/ Liters - 847,274 385,808 277,299 229,853 346,133 601,742
Toliet paper Rollsg can N cee 122,222 ... 1,583,158 738,738
Polyethylone bogs Kg 306,%A0 137,814 188,468 192,680 163,663 178,638 183,617
Bottles caps Millions P . RN - 32 71 i82 289
Bottles Tons 19,006 .- - _— 2,426 4,885 2,683
Plastic cases Pieces A3, B06 - - - - 235,788 192,698
PVC Tubes kg - e 122,212 178,277 138,184 181,299 164,845
Prints ke - - ~~ 1,182,080 1,000,848 1,102,003

~h v Arem e es s e vt 4w aes emgnase o s e R b e e s o e S T e 08 e 3 (% 1O Tl e s A R et S 4 8 Ve

1/ Carton of 5GF pocks of cigorettes.
2/ Carton of 1,500 boxes.
8/ Installed capacity: 26,808 tona of cotbareand 1~ (ang.

Sourca: Benque de la Republique du Burundi
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Tohle 8. 7. i .ondi: Solnetad Hrawlecturing Froduetion Indices, 1982-1988

(1988 ~ 100 )

Current
ITEM ARY 1983 1ont 1988 1986 Capacity
Prel Utilization

% 1/
Primus beer ) 2R 97.8 1040 121.6 127.0 83.9
Amsto! beer 2/ - - 100.9 380.1 33.9
Carboneted beverages IR S I 126.1 129.8 113.8 120.8 81.8
Shoes g8 4 68.4 53.8 84.7 83.6 33.4
Blankets o7 h 98 .1 81.¢ 97.6 197.8 88.5
Dxygen 207 111.3 73.1 76.6 85.2 24.9
Acetylen 83 0 1643.0 69 2 66.3 48.5 28.5
Paint 138 R 126.4 167.2 121.7 116.86 26,6
Fibrocement preoducts e g 91.8 82.¢ 76.7 83.6 19.1
Ingacticidos LR 194 .6 90.7 141.4 180.0 92.8
Cigarottes jrn g 289.0 271.8 238.0 234.5 48.1
Fabrics oy 224 .4 2468.1 376.9 378.2 9.6
Matches A2 114.3 188.4 195.8 341.4 31.4
Soap 119.3 101.3 110.2 119.1 102.8
Metal sheots 229.% 161.8 84.8 80.6 17.2
Cottonseed oi! PP 218.9 174 7 283.0 45686.5 62.2
Bottles 3/ - 100.4 a5 7 191.8 101.8 26.8
Plastic cases 2/ - o e 100.¢ 91.6 . 60.0
Polyethylene bags 2UY L 240 8 237 .0 220.1 226.2 81.2
Bottle Caps 3/ .- 1060 EPA I £88.5 866.56 83.7
Sources: Dats provided by the Buiuic! authe i’ 5, i <Laf? setimntes.

1/ Ratio of 1988 production vo curizat in~tn!l ol copanity,

2/ 1985=100, as productivn started ‘o 1280,
3/ 1983=189, as production stertsd v 905,
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Table 9.1.

- -

1977/78 1978/79 1979/8¢ 1088/81 1981/82

Enrol iments

- e g o ot o S

Primary

Secondary
General
Technical
Teacher Training

Higher

Teachers

- v

Primary

Secondary
Genersl
Technical
Teacher Training

Higher

Classrooms

Primary

Secondary
General
Technical
Teacher Training

Higher

Curront Expenditure a/

Primary

Secondary

General and teachers

training
Technical

Higher

DO 0 o b o s 0 O et Bt Ak B9 S M WD e TR e W 8 0 ks 2 S e ok v o s

142763 146018 160496 169107 187299
14886 16639 16410 18808 18632
7398 7730 1987 7972 7866
1467 1591 1918 2036 2184
6431 6318 65626 8801 8483
1208 1792 1763 1793 1906
4386 4672 4623 4822 RB78
791 866 1968 1172 1144
397 426 501 521 5198
138 181 179 239 214
266 329 378 412 420
3831 3927 4039 4142 4361
4563 486 492 509 821
219 232 227 239 238
71 89 86 84 91
163 174 180 188 192
1978 1979 1988 1981 1982
891.4 757.8 868.9 928.1 1201.1
.- 537.6 869 794.8 779.8
708.3 445.9 686.6 588.7 . 832.1
~- 91.7 193.4 118.1 i46.7
245,85 288.4 456.9 486.9 402.4

Source: Ministere de |’Education Nationale.

a/ FBu millions.
b/ Preliminary.

¢/ 1Including expenditures on the University Hospital.

m o e e oo s e

252973

17492
1789
2548
7184

ig2s

6911

1118
438
264
424

4992

G661
234
122
1986

1983
1186.3
837.6

840.6
197.3

521.9

BURUNDI: EDUCATION SECTOR INDICATORS, 1977/78-86/P3

Lo RrEL e h W s e e O W s 0 2 €55 50 e Sk Fan om0 WD

1982/83  1983/84 1984/86 1985/86

v 2 e s w9 e 128 0 o 3 92 K e s Ot A mh

208822 340822 385788
19364 20673 22649
8848 9766 11328
2979 3926 3269
7637 7782 8032
2479 2626 2783
8164 8714 e768
1382 1385 1600
5138 698 869
296 326 873
453 465 488
372 447 462
6312 5632 8003
679 614 86¢
243 278 821
134 133 138
202 203 203
1984 1986 1988
1208.7 1440.4 1885.3
914.8 1048.4 1122.9
671.2 763.7 806.8
243.8 282.7 316.1
531.2 616.3 832.4

O O S e i 1 412 30 O e A W T ot Gl 29 G v Y 0 ot $ T T e P Y A 2 P 44 4 0 o S0 % R e A D A O
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!
TABLE 9.2. BURUNDI: RATIOS OF TEACHFRS,CLASSROOMS AND EXPENDITURES PER STUDENT,1977/78-86/86

- e 40 e 2 e S S o S A B B DR S e e T 2 S o O VT D e S 8 S TR W T e e B D O 8 g A e € M

- -

Students/teacher

Primary 32.6 31.9 34.7 36.1 32.4 42.8 48.2 bd.8 67.0

Secondary 18.8 18,1 15.6 14.3 14.E i6.7 14,2 14.9 16.8
Genoral 18.8 19.1 16.9 16.3 16.4 17.8 17.2 18.4 16.9
Technical 16.6 12.1 18.7 8.5 18.2 1%.0 7.5 9.3 8.8
Teacher Training 23.7 18.2 17.3 i8.6 15.4 is.9 18.8 16.7 17.6

Higher e ~- - - - - 6.7 5.9 8.2

Students/classroom

Primary 37.3 37.2 39.8 40.8 41.4 50.7 55.9 60.6 84.3

Sacondary 32.9 32.2 33.4 32.8 31.7 31.7 33.4 33.8 34,2
Genersl 33.8 33.3 36.1 33.4 33.0 33.2 38.4 36.1 86.2
Tochnical 20.6 19.9 22,8 24.2 24.0 20.9 22.2 22.8 23.6
Teacher Training 37.8 38.3 368.3 38.6 33.8 38.7 37.3 38.3 39.6

Higher - - - - - - - - -

Expenditures/student (Buf, current prices)

0 e

Primery 4843 5199 5401 5488 13-4 46819 4066 4228 4368
Secondery - 34378 40168 41832 471689 47898 47242 50863 49798
General and
Teachers training 96742 67684 89738 738486 82498 82326 76859 78208 71348
Technical - 67837 63910 87082 87172 77433 81772 93424 986064
Higher 203228 189448 269181 2715568 211789 286503 214280 234400 299102

- o~ - - ——— A o o v n e A -

Source: Table 9.1.



RS

TABLE 9.3, BURUNDI: STRUCTURE OF Frgthy MELs, 10 A7 HFRS  CLASead Trlg Pyl OF fFOUCATION,1677/78-86/86

fin e centage)
VOTT/T6 I0T8/79 NOTH/NM NRRA/R. 3981/v0  1BEY/R3 1983/84 1984/85 1985/86
Enrol imaents
Primary 89.9 4 #o, 6 au | Qv RHIRY 93,1 93.8 93.8
Secondary 9.4 ¢.8 9." ¢ g, 6.4 8.1 6.7 6.6
General 4.7 4.7 1.t 4 p 4.6 2.9 2.8 2.7 2.8
Technical 5.9 1.8 1ot 1.1 i b, 0.9 8.8 0.8
Teachaer Training 3.8 e 3,7 R 3.3 2.8 2.4 2.1 2.0
Higher @.4 LR 1 i 1.0 6.7 %.8 8.7 8.7
Total 100, VAR 14 (R 168 v 1A, 4 ion n 100.¢ 100.9 1090.9
Toachers
Primary 84,7 gL Ry 8.4 8y, 0 84.1 81.9 82.9 81.9
Sacondary 18.2 6w B : 1v.8 7.6 16.9 18.1 17.1 18.1
General ¥.I i g.¢ Bof 7.6 €.2 8.8 7.3 8.1
Technical P Qo4 2. 4. 2.9 5.0 5.3 4.8 4.8
Teacher Training 4.0 6L # £.9 5.8 5.0 8.9 6.7 5.5
Higher . . . - - - -
Total 100,60 e 6 i @ 106.6 Tpd.¢ 10369, 9 108,03 100.¢ 100.¢
Clasarooms
Primary 89.4 RG & RO RN f9. % o1 96.2 98.2 99.1
Secondary 1@ f 11.# L 18,9 14,7 g 9 9.8 9.8 9.9
Gensral 6.1 £.3 koo ) 4.9 4.2 4.1 4.6 4.8
Technical 1.7 1.8 io# 1.8 1.9 2.2 2.3 2.1 2.0
Teachar Training 2.8 % a 4. 4.8 R.6 3.5 3.4 3.3 8.8
Higher - - . - - - -
Total 19% & LA T FER N < 18a.0 ifg.a 199,08 109.0 106.9
Expanditures
Primary - 47.8 48,7 43.8 ‘B8 4£8.2 46.6 48.4 48.3
Socondary - - 3.9 35 3,2 4E.7 33 2 34.58 33,7 30.8
Genera! and
Teachors training - I LB “7.8 29.¢ 28.4 26,3 24.8 22.2
Technical - g8 5,7 5.8 R.7 7.8 9.2 2.1 8.7
Highar < ie.2 28 @ 23.8 18.4 0.7 20.9 i9.8 22.9
Total - - 164 7 1085 .v 160, 8 196, ¢ 194.0 100 .0 100.0 100.9

Source: Table 9.1.



Table 9.4, BURUNDI:
1979 1/ %
Primary 1326.83 29.8
Central Government 777.6 17.3
Ordinary Budget 767.9 18.9
Investment Budget 19.8 6.4
Local Administration 0.0 0.0
Family 318.4 7.1
External Aid 229.3 6.1
Secondary 1872.8 37.2
Central Government 688.5 15.3
Ordinary Budget 599.0 13.3
Investment Budget 89.5 2.8
Local Administration 0.0 0.9
Family 53.5 1.1
External Aid 833.8 28.8
Higher Educstion 1499.9 33.3
Centrel Government 443.8 9.9
Ordinary Budget 378.1 8.2
Investment Budget 78.4 1.8
Local Administration 0.8 0.8
Family 40.8 g.9
External Aid 1014.9 22.8
Total 44968,9 20.0
Contral Government 1909.8 42,6
Ordinary Budget 1728.9 38.4
Investment Budget 182.7 4.1
Local Administration 0.0 8.2
Family 409.5 9.1
External Aild 2177.8 48,4

-

Source: Ministry of Education (Central Government ~ Ordinary Budget)

Mission Estimates (Family).
1/ Including Central Government expenditures.
2/ Not including expenditures of the Ministry of Educstion.
8/ Expenditures of Higher Education excluding expenditures on the university hospital.
4/ Family and External Aid expenditures include current and development expenditures,
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1980 1/

1698.4
912.8
866.9

45.9
8.0
536.4
260.2

o o > - o

- -

e e 3 ey B e W B B W > P e e

P ——, v o o o O i e 0 s e b U s 2 O

- s > W Y T P e B G A > 0 S D a2 e 3 S S 2t S e

Education Sector Expanditures and Financing, 1979-1988
(in million FBu)

% 1984 2/ % 1986 2/ % 1988 2/
33.9 2451.8 2366.4 64,3 2697.2 54.8
18.2 1208.7 1449.4 33.2 1686.3 34.2
17.3 1206.7 1440.4 83.2 1686.3 84.2
8.9 0.0 9. 8.8 0.9 0.8 9.0
0.0 @.0 Q. .8 2.0 0.0 2.0
18.7  714.4 11. 916.9 21.1 1011.8 20.6
6.0 530.7 8. o 2.8 . 0.0
34.5 2391.2 36.7 1346.1 31.0 1508.0 30.8
16.8 1024.8 16.7 1194.3 27.6 13196.3 26.8
145 914.8 14,6 1046.4 24.1 1122.9 22.8
1.4 110.90 1.7 147.9 8.4 198.4 4.0
8.8 0.0 ¢.9 ¢.8 0.8 e.2 ¢.0
1.3 128.6 1.8 158.8 3.6 188.7 3.8
17.4 1248.9 19.1 .o 9.8 . 2.9
31.8 1678.9 28.7 8f..¢ 14.7 718.8 14.6
11.9 B82.2 8.5 615.3 14.2 718.8  14.8
9.2 531.2 8.1 615.8 14.2 712.4 14.5
2.7 2.8 2.3 0.8 ¢.0 8.4 2.1
2.8 2.0 2.9 0.2 0.0 6.9 .8
8.7 26.8 g.4 24.2 0.8 N 0.0
19.9 1100.9 18.% - 0.0 N
120.¢ 6521.8 100.0 4341.80 100.0 4924.¢
46.9 2783.7 42,7 3260.9 74.9 3723.4
41.0 26852.7 49.7 3102.1 71.5 3520.6
5.0 131.9 2.0 147.9 3.4 202.8
2.8 8.8 2.9 .8 9.0 0.0
12,7  888.7 13.2 1091.9 26,1 1200.6
41.4 2877.8 44.1 g.2 g.8 0.0
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Table 9.6. BURUNDY: ENROLLMENTS BY SEX, 1977/78-85/86

- 3 s D s o A e 8 R b s i 3£ G o e S A Al i BT 0 WD s T Gl £ A i 0 o o A 5 g b A S o B s A S A U e 28 A e B L e P 0 B ik o O

1977/78 198¢/81 1986/886
Male Female Tota! ' Male Fomale Total Male Female Total
Enroliments

Primary 87233 66638 142783 102231 63878 189197 224763 1810356 385788
Secondary 1o108 4798 14998 11283 5205 18488 14882 76867 22648
Genoral 670 1828 7398 8121 1861 7972 8148 3180 11308
Technics! 1180 261 1441 1674 438 2012 2632 877 3209
Teacher Training 3368 2709 6067 35868 2918 8504 4202 3830 8032
Higher - - 1208 1366 438 1793 2197 8768 2788
TOTAL - .- 168877 114869 7268 187388 241742 169378 411120

In percent of TOTAL
Primary - - 89.9 89.0 82.2 90.2 93.9 96.1 93.8
Secondary - - 9.4 9.8 7.2 8.8 8.2 4.5 6.5
General - - 4.7 5.3 2.6 4.3 3.4 1.9 2.8
Technical - - 0.9 1.4 2.8 1.1 1.0 2.4 9.8
Teacher Training - ~- 3.8 3.1 4.0 3.6 1.7 2.3 2.8
Higher - - 0.8 1.2 9.6 1.8 2.9 2.4 0.7
Total - - 108.9 180.9 i¢e.¢ 196.¢ 100.0 106.0 109.0

- P 5 4 YD et e W G U g O 06 o dan 5 e 2B -

Source: Ministere de |’Education Nationale.



Table 18.1.

BURUNDI: HEALTH FACILITIES AND ACCESS TO
HEALTH CARE, BY PROVINCE , 1988

mater PHT Tobta: pop. * materrn. pop/mz  pop
beds beds peds hosk, PHC bed & PHT  mz=e-.
hea:s begs

e At i e i i A B e R i o e i 0 A i S T A o i

DOT., WsACCHST

e P¥

Prov;;;e Poou. . % pop
HBuyocanza 187 Al
Bujumours B5: PO
Burur’ ast TLE
Cankuze 17 T2
Libitoxs 21% 4.7
G beogs 85¢ 1.7
Korus® 2¢: 5.9
hayan:: 43" : oL
firuncs s4c R
Makamoo e, -
HMuramyys 420 2

Muyinge 38¢
Ngoz' 45+
Rutana 189

Ruyigi 198

Total 4698

196.2

122

2908

i° 18- 2% ET 1T 18 1ant
*H £ G- e 18 KA 7
Ll ' T3t 12% wET T =
30 LI S o L [
e Fa “f 27 - e, Setil netg
1ia 2z vy RCA=14 G £0 o
“r * " aE 467¢ e L0553 e
< 4 ™y a7 e -T -~
b oA 43¢ P 27z T L
P . Z 265 . P9 T N
& b 460 123 [ 17 AT
Ve 7% 245 2837 Sn 315« 119+

i@z 26 48¢ izes i3z 336¢ 4157
19 % 168 2482 10¢ 1887 16877

&g 128 288 1687 i8¢ 1181 2268

783 1852 6643 1618 2635 1783 L2198

Source: Hinistere de Sante, AfDE Project Preparation Team 1986.
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Yablo 9t 2. QURUCODL: EXPARDID PROGSAM GF IMMUNIZATION, 1979-86
bueess and Coverage Rates af

year Total Population DTP 1 b/ Percent DTP 3 c/ Percent
Population at Risk
-2 yr. olds
1979 4022808 172980 11849 8.86 7386 4.28
1980 4111318 176788 336656 19.04 18911 16.78
1981 4201758 %75 96493 66.87 86262 36.12
1982 4294197 184650 92587 66.16 81398 33.26
1983 4388889 188712 118856 82,98 82608 43,72
1988 - -- = 76.00 —- 86,00

e P D 0t 4 o s P e e o g N b et T P o A7 i A s 3 R T g C A e O S0 o U S A A 5 U Ak £ A A M A e D £ S D D e 4 O

a/ The access and coveraygs rates for |979-83 are based on the population
immunized while 1986 rates were estimated using cluster sampling
(WHO methodology).
b/ Diphteria, tetanus and whooping cough
It is the first injection in & series of three;
Usod ss 8 proxy for accoss.
¢/ DPT-third injection in series; used as an indicator of completion rate.

Source: Evaluation Report of the Expanded Programme of Immunization
WHO/Government of Burundi, Decomber 1984; cluster sampling for
}o886,
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Table 16.4, DURUNDL: HEALYH SECTOR EXPENDITURES AND FINANCING, 1985/86
(Millions of FBu)

L T VU A g T P T L =Y P IR WIS ppeo

1986 % Share 1988 % Share

Contral Government 073.9 45.1 1287.9 42.5
Ministry of Hoalth 792.8 1077.0
Ministry of Education 123.7 181.9
Hinistry of Dofense 26.8 NA
Ministry of Social Affsirs 8.0 9.8
Ministry of Rural Development 22.9 NA

Hissions 197.4 9.1 210.9 7.9

Other §97.2 27.7 908.0 80.4
Industry and Individuals 274.9 418.0
Government Insurasnce (Mutuelle) 2986.1 13.7 476.9
Locel Administration NA NA
Social Security 28.2 13.9

Extornal Aid 392.9 18.2 600.¢ 20.1
UNICEF NA NA

UNFPA 84.2

FENU NA NA
Catholic Ralief Services NA NA
Vlorld Food Program NA NA
France NA NA
Belgium NA NA
West Germany NA NA
USAID NA NA
Saudi Arabia NA NA
Other NA NA
Tochnical Assistance NA NA

TOTAL 2169.8 100.8 2983.0 100.9

NA-~not avallable

Source: Financing of Health Care Services, Health and Population
Project, MCH; #orld Lank Preparation team for 1986,



