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EXECUTIVE SUMMARY



Introduction

The purpose of the Report is to provide an evalnatif theDoing Business Better in Burkina
Faso Project(DBBBF or the “Project”) implemented by the IFCesvthe 2006 — 2010 period. In
line with the Terms of Reference (TOR), the analysiaimed at assessingoth the efficacy of
[the] program in achieving its initial objectivesand the quantitative impacts generated from
program achievemerit§page 2 and 3). In particular, the exercise imesl (i) aqualitative part
focusing on the relevance, effectiveness (outputd autcomes), and efficiency of the IFC
intervention, and (ii) ajuantitative part aimed at quantifying the impacts achieved boththey
Project as a whole (‘cross cutting’ impacts) andspgcific interventions (‘product or component-
specific’ impacts).

Project Overview

Objective and Approach As indicated in the approval document, the Pit§euverall objective
was ‘an improved investment climate as measured by thegiBusiness indicatorsAccordingly,
the Project soughtté improve key areas of the business climate, pm@ting those measured in
Doing Business, and thereby help Burkina Faso nfoma the bottom to the first half of Sub-
Saharan African countries as measured in Doing Bess at the end of the projécto a large
extent, the Project can be seen as a response twiticisms voiced by the Government of Burkina
Faso (GOBF) regarding the country’s poor rankinghi@ Doing Business (DB) Reports for 2004
and 2005, which placed Burkina Faso third from bimétom. The basic concept informing the
Project, as well as its key challenge, was esdbnttaturn the initial GOBF’s negative attitudetan

a positive one, by supporting reforms whose restsd be made visible through an improvement
in the country’s DB rankings.

Timeline and Budget The Project waapproved in September 20Gnd became operational on
March 16, 2006, with an initial duration of 21 miesit During implementation, the duration was
extended first to 31 months, then to 48 monthsfaraly to 57 months At approval, the Project
had an estimated budget of abdug$ 2.2 million of which US$ 1.9 million funded by
Switzerland’s SECO and about US$ 0.3 million coderby the IFC budget. During
implementation, additional funding of US$ 500,008swsecured, bringing the final budgeti8$
2.8 million.

Components Initially, the Project was to focus on five areadosely connected with DB
indicators, namely: (i) business registration; éployment regulation; (iii) property registratjon
(iv) contract enforcement; and (v) business ligtiada During implementation, the scope of the
Project was progressively extended, to encompadsiathl areas. In particular: (i) from Project
start, work on business registration was compleatentith the provision of assistance in the
broader field of business licensing; (ii) startimgth 2007, work on property registration was
complemented with the provision of assistance wtlar, related area also covered by DB reports,
namely the issuance of construction permits; finplly, beginning in 2008, assistance was also
provided in the fields of business taxation andld@rdogistics, again in connection with the two
corresponding DB indicators. As a result, the Riofman be seen to includgght components
labeled after the corresponding DB indicators, ambse objectives are summarized in the table
below.



Project Components

Component Objectives

Primarily focused on the improvement of busineggsteation procedures, with

ol = Sl Bl additional work on the simplification of businegshsing at the sector level

#2 — Dealing with Focused on the streamlining of procedures forgheance of building permits
Construction Permits

#3— Registering Property Aimed at simplifying procedures and reducing thstdor real estate transactions

Supporting the implementation of legislative angulatory reform to increase

e — G eI labor market flexibility

#5 — Closing a Business Aimed at improving the effectiveness of bankrupgtcgceedings

Aimed at supporting the use of ADR and at improwuimg functioning of

#6 — Enforcing Contracts commercial courts

#7 — Paying Taxes Focused on the reform of business taxation, inwitk private sector needs

#8— Trading Across Borders| Supporting the adoption of reforms of import exgmdcedures

Evaluation

Strategic RelevanceAs the Project was primarily aimed at improvingrBna Faso’s rankings in
terms of DB indicators, the appropriateness to tguronditions largely depends upon the ability
of DB indicators to capture the essential featwkthe local investment climat&he picture is
mixed On the one hand, the simplification of the bussneegistration process and the streamlining
of procedures for property transfer and constracgiermits were certainly important steps to inject
some dynamism into the Burkinabé economy. Simitexs@lerations apply to the reform of the tax
system and of the judiciary, whose importance lierdreation of a conducive business environment
cannot be underscored. On the other hand, somedP@mmponents were much less attuned with
prevailing local conditions. This applies in pauter to reform efforts in the areas of bankruptcy
law, in a country where the majority of businessastinue to operate on the margin of informality,
and of labor legislation, which - according to eptesse surveys — never constituted a serious
constraint to business operations. Overall, thgeer@chieved a good balance between ‘quick
wins’ and more structural results Obviously, given the overriding objective of amfing an
improvement in terms of DB rankings, no opportunitgs missed to eliminate or streamline
procedural steps here and there, sometimes irmbgpexf the real relevance of these ‘reforms.’
However, this ‘tactical’ attitude always coexisteiih attention to deeper reforms. Project actigitie
weresupervised by a Steering Committeerepresentatives from key ministries and pri\seetor
organizations. Formally established by an interigt@mial decree at the beginning of Project
activities, the Steering Committee proved an eiffecinstitutional mechanism, as it contributed to
ensure the ministries’ active engagement in thermefprocess. Given the positive experience,
starting in 2009 this approach was replicated emaller scale for two additional components.

Delivery of Outputs. The Project delivered substantial number of outputs, most of which were

of good, if not excellent, quality and usually suliibed on time The output targets included in the

monitoring plan were usually over achieved. In #ddj several outputs are not captured by the
indicators used by the Project team, and this dedusome very tangible deliverables, like software
programs (e.g. for the handling of court casesgupport to communication activities. Even more
importantly, the Project was instrumental in hefpimarious Burkinabé institutions to secure

additional financing for follow-up/parallel initiaees, thereby contributing to the mobilization of

about US$ 5 million. The assistance provided byRIgect ispositively assessed by counterparts

with virtually all beneficiary institutions declag themselves highly satisfied or satisfied.
Comments were particularly positive regarding tkieeanely cooperative attitude displayed by the
in-country Project team, whose willingness to dsses highly praised by interviewees.

Achievement of Development OutcomesThe degree of acceptance and implementation of
recommendations formulated under the Projestery high, irrespective of the component or of



the type of reform proposedn some cases (e.g. labor legislation) acceptandeimplementation

of recommendations came at the end of a long dmatitaus process, requiring constant contacts
with relevant GOBF entities and other stakeholdérsother cases (e.g. the business licensing
reform), the initial endorsement took sometime tatenalize, but once the ‘green light' was
obtained, things moved forward fairly quickly. Matleresults were achieved in building local
capabilities in the field of ‘economic analysisrefjulation’, as the intervention in this area was t
limited. As a result of the reforms supported bg Broject, between 2008 and 2010 Burkina Faso
recorded asignificant improvement in DB rankingsgaining some fifteen positions in terms of
overall “Ease of Doing Business.” In addition, soalements suggest that the evidence on which
DB rankings are calculated may not fully reflece tresults achieved. In the past this was the
situation with the construction permits indicatand now it seems to be the case with the starting a
business indicator. The country lost some grounthenDB 2011, due to the elimination of the
“Employing Workers” indicator, but this is certaymot the fault of the Project.

Efficiency. Average expenditures have been about US$ 40,@@®mcompared with some US$
100,000/month originally planned. The differencggeststhere might have been some over
budgeting at inception but resources were also usearingly. This is mainly related to the fact
that a larger than initially foreseen share ofhaitéis was carried out directly by the (less expez)s
Project team, with limited reliance on (more costignsultants and IFC staff from HQ. Thest
structure is well balancedStaff costs are the main item, accounting for 3i%xpenses, followed
by travel costs (21%), office rent (18%), and cactmal services (13%). The main difference
between budget and actual expenses refers to tantslwhich account for only 2% of expenses
compared with an estimated 10% of budget. Stavtiiy 2007, theProject team was characterized
by remarkable stabilitywith the same people being involved in Projedivés for a fairly long
period of time, which greatly helped ensure continaf action. The decision made at inception to
have astrong on-the-ground presenc@roved absolutely correct, and greatly contributed
establishing an effective working relationship wethunterparts.

Impact Assessment

Introduction . The impact assessment exercise focused on 7 eypepact, namely:

* two overall impacts relevant for all components or product areaduding: (i) the aggregate
private sector cost savings, and (ii) the privatet@ investment generated,

» five product-specific impactsincluding: (i) the number of new businesses tegesl, (ii) the
number of new jobs created, (iii) the number of frw8inesses complying with tax regime, (iv)
the tax revenue generated, and (v) the increasade flows.

Three methodological issues must be highlightétle@butset. First, the exercise required the use of
a variety of data, both of a micro and macro-ecaoamature, collected from a variety of sources.
Unfortunately, in a number of cases, the qualitgaitfa is less than ideal and, therefe@mnetimes
only rough estimates could be produce8econd, the notion of ‘product-specific’ impace(
related to work carried out in a specific areandéiivention) is at times diminutive, as some impact
are in fact the result of more than one strand abiviies or components (as well as by other
external factors). Thereforehenever feasible, the analysis was extended tcsmhar all the main
contributing factors Third, the impact assessment exercise coverpdhed until end 2010. It is
well known that in many cases investment climafernes take time to produce effects, which
become visible only in the medium term. This istigatarly the case for impacts on investment and
employment, as economic agents tend to respond awitime lag to the opportunities created by
changes in the legislative and regulatory framewadtkerefore, it is important to stress that the
guantitative estimates provided in this Report medaly to the initial impacts of the IFC
intervention, and do not consider the effects tlwatuld materialize in the future



Private Sector Cost Savings Private sector cost savings (PSCS) are definethassavings
accruing to private economic agents as a resukfofms in the investment climate. They include:
(i) cost savings associated with the reduction in out-of-pockepemnsesincurred by private
enterprises thanks to the elimination/reductionceftain fees (stamp duties, service fees, etc.)
and/or of the need to rely on service providers ¢ertain formalities (e.g. elimination of
notarization for articles of incorporation); (ifjme savings referred to the gains in terms of
opportunity cost of laboresulting from regulatory simplification and/orofn the adoption of
improved organizational models for certain servicasd (iii) financial savings related to the
reduction in the_financial burdeshouldered by private operators as a result ohgds in the
payment modalities for a certain fee or tax, witlsuieng cash flow advantages. Over the 2007 —
2010 period, the PSCS generated by the reformsosigapby the Project can be estimatedlaiut
US$ 2.7 million Overall, about one third of total PSCS are cotetbevith a single reform, the
reduction of thead valoremtax on property transactions. Other significantrses of PSCS include
the simplification of business registration (14%athl PSCS) and the elimination of police escorts
for containerized traffic (12%), followed by thetaslishment of a one-stop-shop structure for
construction permits (8%) and the reduction of feeshe registration of court awards (also 8%).
Other reforms appear to have yielded limited besefiith value below US$ 200,000.

Private Sector Investment Generated The impact on private investment is the resulithod
acceleration of the enterprise formation procegpasried by the investment climate reforms. Based
on average investment parameters in newly formedrgmses, the value of incremental private
sector investment somehow associated with themsf@romoted by the Project can be estimated at
aboutUS$ 5 to 6 million for the 2008 — 2010 period/hen compared with overall developments in
private sector investment, these are undeniablyestoiigures, representing at most 0.5% of total
private investment in 2010. However, this comparisoonly partially appropriate, given the strong
influence on overall investment levels of a fewgaforeign investments, while investment climate
reforms are primarily targeted at improving the raiag environment for local businesses. In this
respect, while figures on domestic private invesinage lacking, there is no doubt that the Project
contribution has been more significant.

Number of New Business Registerednvestment climate reforms appear to have cauieib to
accelerate the pace of enterprise formation, andbthe some 12,000 new businesses registered
during the 2008 — 2010 periodpout 1,200 can be regarded as ‘incremental’ regasibns,
somehow linked to the reforms supported by the detojWhen allowance is made for non
operational firms and for firms previously opergtinformally, it can be estimated that the reforms
supported by the Project contributed to themalization of about 250 — 300 previously exigin
businesse&nd to thecreation of some 900 - 950 new businessefswhich, about 200 — 250 have
or are expected to have temporarily or permanestsed operations three years after registration.

Number of Jobs Created The increase in the number of new businessesraisgrberates on
employment levels. Based on average parametererfgloyment levels in newly established
enterprises, the number of jobs somehow assocwatbdreforms supported by the Project can be
estimated on the order @f700 — 2,000 for the period 2008 — 20Ithis accounts for about 0.3 —
0.4% of formal employment in the private sector. ifpact on employment could be detected in
the case of the reform of labor legislation.

Other Impacts. The higher level of formalization associated witie reform of the business
registration system has probably contributed tenarease in theumber of businesses complying
with tax regulationsbut the effect is likely to be tenuous and undgtishable from that of other
factors. In the case ¢&x revenuesaggregate data show a positive trend but thiegesult of a



general effort to combat tax evasion that the GOBE been deploying for some time, as part of
agreements with the IMF. Under these conditionssigaificant impact on fiscal variables can be
ascribed to Project activities. The same appliethécase ofrade flows In fact, import-export
largely concentrates on time-insensitive goods, tAaedefore the impact of minor modifications in
the time spent by operators in obtaining some decusnappears to have had a negligible effect.

Recommendations

The Project is expected to be followed up by anothiéiative whose preparation is currently
ongoing. Evaluation results provide elements tlmtlct be considered in the design of the new
initiatives. In particular:

in order to enhance strategic relevance sit@pe of reform interventions should be expanded
beyond DB-related indicatorsAn area deserving special attention is that @lirfess licensing
reform, where efforts have just begun. In this eghtof paramount importance are conditions
for new entrants, as larger, more powerful andtigally connected private groups might be in
the position to influence regulatory activities,amrmanner that effectively precludes the arrival
of new entrants;

to further enhance relevance, efforts targetecegisliative and regulatory reform should be
complemented bwctions aimed at strengthening the enterprise grbwirocess This could
involve the strengthening of existing enterpris@psrt structures, whose range of services
could be augmented by making available tools d@ezidy the IFC;

concerning operational aspects, th&rent organizational model centered on a strong-i
country presence should be maintainedlthough with possible adaptations that may be
required by broadening the areas of intervention;

regarding monitoring, aeffort should be made to develop datasets and tdabét provide
guantitative evidenceabout the problems addressed. This should be ewvngpited by the
systematic tracking of resources used by varioumponents and product linesn order to be
able to properly assess cost effectiveness ofrreédforts;

finally, in order to create a solid basis for sirstey the reform process over timeore
resources should be invested to build local capdiles in the analysis and quantification of
reform impacts in particular regarding the assessment of beneBsociated with regulatory
reform.
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1 INTRODUCTION

This Burkina Faso Country Report (the “Report”) sgbmitted to the International Finance
Corporation (IFC) within the framework of the “Imrstenent Climate in Africa Program - Four-
Country Impact Assessment” (hereinafter referrecago‘the Assignment” or “the Study”). The
Report was prepared lyconomisti Associatin collaboration with th&€enter for Economic and

Social ResearctandThe Africa Groupcollectively referred to as “the Consultant.”

The purpose of the Report is to provide an evalnatif theDoing Business Better in Burkina
Faso Project(DBBBF or the “Project”) implemented by the IFCesvthe 2006 — 2010 period. In
line with the Terms of Reference (TOR) for the Assnent, the analysis is aimed at assessing
“both the efficacy of [the] program in achieving imgtial objectives; and the quantitative impacts
generated from program achieveménisage 2 and 3). In particular, the exercise imesl (i) a
gualitative part focusing on the relevance, effectiveness (outpotsoutcomes), and efficiency of
the IFC intervention, and (ii) @uantitative part aimed at quantifying the impacts achieved both by
the Project as a whole (‘cross cutting’ impactsd ay specific interventions (‘product or
component-specific’ impacts).

The Report is based on a combination of primarysewbndary sources. Secondary sources consist
of a variety ofproject documentsncluding approval documents, supervision rep(8®), progress
reports to donors (PR), as well sisbstantive report®n various topics produced by IFC staff or
consultants during implementation. Primary infonmatwas collected during &eld mission
carried out in July — August 2010 as well as frahsequent fact finding work carried out by local
consultants in August — October 2010. Throughoet ithplementation of the Assignment, the
Consultant enjoyed thaull support of the relevant IFC staff who kindly supplied background
documents and, most importantly, provided clartfamas and contributed their views on various
aspects of Project activities. The assistance geavby the Program Manager, Mr. Alain Traore,
and his team members, Ms. Marie-Genevieve Compdbtdnoussa Ouédraogo and Mr. Hamidou
Sorgo, proved instrumental in a number of occasembis gratefully acknowledged here.

An earlier version of this Report was submittedNiovember 2019 The current version benefits
from some comments formulated by IFC staff as veall from the collection of additional
information on selected aspects.

The Report is structured as follows:

» Section 2 provides an overall presentation of tB8BF (timeline, budget, components, etc.);

e Section 3 provides a detailed analysis of Projetivities, focusing on individual components;

e Section 4 provides a qualitative evaluation of fmject, focusing on issues related to
relevance, effectiveness and efficiency;

» Section 5 provides a quantification of Project itgalooking at ‘cross cutting’ impacts as well
as at some component-specific impacts;

» Section 6 summarizes the key findings and formsalatane recommendations.

The Report also includes four Annexes. In particula

* Annex A, listing the documentary sources used;

* Annex B, listing the persons and entities intenaevduring fieldwork;

* Annex C, providing a detailed analysis of one af tmpacts analyzed, the so called private
sector cost savings;

* Annex D, providing a detailed analysis of the otingpacts.

! Report #5 — Burkina Faso Country Report, Novenit8er2010.
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The Report was written by Roberto Zavatta (Teamdeeawith substantial support from Enrico
Giannotti (Senior Evaluator) and research assistémoen Tommaso Grassi (Senior Evaluator), and
Elena Esposito and Elisa Farri (Research Assigtaéfast finding work in Burkina Faso was carried
out by Roberto Zavatta, with the assistance of J8lande Bonkoungou (Local Consultant). As
indicated above, the Consultant greatly benefitethfinputs provided by IFC staff involved in the
Project. However, as it is customary for consultiegorts, especially in the case of independent
evaluation assignments, the views expressed irRiymort are those of the authors only and should
not be attributed in any way to the IFC, its staffl, in general, the World Bank Group.
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2 PROJECT OVERVIEW
2.1 Objective and Timeline

Objective. DBBBF is one of the initiatives of the InvestméZlimate Advisory Services program
of the World Bank Group, which provides technicasiatance and advice to countries seeking to
improve their investment climate. As indicated e tapproval document, the Projectigerall
objectiveis “an improved investment climate as measured by thiegDBusiness indicators.
Accordingly, the Project soughtd'improve key areas of the business climate, pm@ting those
measured in Doing Business, and thereby help Barkeso move from the bottom to the first half
of Sub-Saharan African countries as measured im@&usiness at the end of the projecto a
large extent, the Project can be seen as a resporibe criticisms voiced by the Government of
Burkina Faso (GOBF) regarding the country’s rankinghe Doing Business (DB) Reports for
2004 and 2005, which placed Burkina Faso third fthenbottom. The basic concept informing the
Project, as well as its key challenge, was esdbnttaturn the initial GOBF’'s negative attitudetan

a positive one, by supporting reforms whose restsd be made visible through an improvement
in the country’s DB rankings.

Timeline.* The Project was prepared in 2005, building upatiezaadvisory work performed by
FIAS, including a study on investment barriers iegrrout in 2000 and a study on administrative
barriers completed in 2003. An Early Review wagpred in February 200%nd the Project was
approved inSeptember 20Q5The start of operational activities was delaygdal initial slow
response from GOBF, partly in connection with thevember 2005 elections. Operations started
on March 16, 2006 with the official launch ceremony taking place daly 2006. Initially, the
Project was expected to last for 21 months, buatthir was extended first to 31 months, then to 48
months and finally t&7 months The Project was the subject of mid-term evaluativthesecond
half of 2007°

2.2 Components

Initially, the Project was to focus dive areas closely connected with DB indicators, namely: (i)
business registration, in order to complete thecgss initiated by earlier FIAS work; (ii)
employment regulation, focusing on the reform & kabor code; (iii) property registration, with a
view to streamline procedures and costs; (iv) @mitenforcement, with special emphasis on the
development of the arbitration center and the irmgletation of other alternative dispute resolution
(ADR) mechanisms; and (v) business liquidation,onder to improve bankruptcy procedures.
During implementation, the scope of the Project vpasgressively extended, to encompass
additional areas In particular: (i) from Project start, work on dimess registration was
complemented with the provision of assistance ia linoader field of business licensing; (ii)
beginning in 2007, work on property registration sweomplemented with the provision of
assistance in another, related area also cover&Bbreports, namely the issuance of construction
permits; (iii) finally, starting in 2008, assistanwas also provided in the fields of business tarat
and trade logistics, again in connection with thve torresponding DB indicators. As a result, the

2TAAS PDS Approval, version dated September 19530@reinafter, “First Approval”).

3 TAAS PDS Approval, version dated March 29, 201érémafter “Second Approval”).

* There are some uncertainties regarding the timelis some documents are not dated and/or thetlkéy steps is
not explicitly indicated (e.g. we were unable todte the precise approval and review dates). Honélvis does not
impact significantly on the analysis.

® TAAS PDS Early Review, version dated February2B05 (hereinafter, “Early Review”).

® Nathan Associates IndQoing Business Better in Burkina Faso, Mid-Term IEation, Final Report, December 19,
2007
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Project can be seen to inclugight componentslabeled after the corresponding DB indicatorsl an
whose objectives are summarized in Table 2.1 below.

Table 2.1 Project Components

Component Objectives

Primarily focused on the improvement of businegssteation procedures
#1 — Starting a Business | with additional work on the simplification of busiss licensing at the

sector level
#2 — Dealing with Focused on the streamlining of procedures forgheance of building
Construction Permits permits
#3— Registering Property ﬁ;mngg;litoﬂgnphfymg procedures and reducing thstdor real estate

Supporting the implementation of legislative angutatory reform to

2 — ST O I e increase labor market flexibility

#5 — Closing a Business | Aimed at improving the effectiveness of bankrugicgceedings

Aimed at supporting the use of ADR and at improwuimg functioning of

#6 — Enforcing Contracts commercial courts

Focused on the reform of business taxation, inwiitke private sector

#7 — Paying Taxes needs

#8— Trading Across
Borders

Supporting the adoption of reforms of import expoicedures

Source: Project Approval Documents

Two aspects are worth noting, namely:

» work on trade logistics was set up as an adminigiig separate project, therade Logistics
Burkina Faso Project(#569567), approved at the end of 2008. This ptojas implemented
largely in parallel with DBBBF and is therefore evgd by this Report;

* work on the ADR part of the ‘Enforcing Contract®ngponent was transferred to another
project, theAFR Burkina ADR Project(#570207). Approved in April 2010, this projecishan
expected duration of 24 months, only marginally ramping with DBBBF. Activities of this
project are therefore excluded from the analysis.

2.3 Organization and Budget

Project Counterparts. Project documents indicate the GOBF as the Rragkent.’ This translated
into the establishment of a high levi&leering Committeechaired by the Ministry of Commerce
and Industry (MINCOM) and comprised of represertsifrom various ministries and the private
sector. In line with its very broad scope, duringplementation the Project interacted wathariety

of government and private sector counterparkey counterparts included:

* the Ministry of Economic Affairs and Finance (MIN¥, both in general and with reference to
work on the ‘Paying Taxes’ and ‘Trading Across Bad components, whose operational
counterparts have been, respectively, Dieection Générale des ImpotDGI) and the
Direction Générale des Douané3GD);

» the Ministry of Labor, mainly in connection witheeform of labor regulations and legislation;

* the Ministry of Justice (MINJUS), in connection ithe ‘Enforcing Contracts’ component but
also with reference to general legislative reform;

* the MINCOM, regarding work on business registratoid business licensing reform;

* the Chambre de commerce et d’industrie du Burkina F&E€I-BF) and theMaison de
I'Entreprise du Burkina FasqMEBF), which were key counterparts in mattersated to
business registration, real estate transactiondaitding permits.
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Project Organization. Since the very beginning, great emphasis waseglan the provision of
“on-the-ground implementation support to the nationgovernmerit (Early Review, page 1).
Accordingly, the Project was implemented primariy a core team of 4 professionals
permanently based in Burkina Fasdrhe core team was supplemented by IFC staff fvanous
specialized units, who visited the country on shemn missions. In certain cases, reliance was also
made on the work of consultants, mainly for factding work. The core team enjoyed a high
degree of stability, with the same Program Managet most of the other staff working on the
Project since late 2007.

Budget At approval, the Project had an estimated budfaboutUS$ 2.2 million of which US$
1.9 million funded by Switzerland’s SECO and abo&$ 0.3 million covered by the IFC budget
(First Approval, page 4). Because of the two sdpasaurces of funding, from an administrative
point of view DBBBF was implemented as two ‘proggtt.e. Project #534608 for the part financed
by SECO, and Project #540124 for the part suppdijethe IFC subsidy. During implementation,
an additional funding of US$ 80,000 was secureeimsegly from SECO. Additionally, the subsidy
element was increased to about US$ 555,000 whi¢han US$ 200,000 were raised to finance
work on trade logistics under project #56953671l things considered, the total final budget agnse
to be in the order o)S$ 2.8 million No information is available on the budget composiby
component, either ex ante or ex post. Approval dwmmis do contain an indication of the
importance of the various ‘product lines’ encompdsy the Project, but it is unclear whether this
has any relationship to the allocation of funds.

" Another US$ 360,000 were allocated to the AFR BirlADR Project (#570207).

14



3 PROJECT COMPONENTS
3.1 Component #1 — Starting a Business

This component focused on two aspects, namelyhéi)simplification of the business registration
process, and (ii) the simplification of businesgltising in various sectors.

Business RegistrationIn Burkina Faso, business registration procedarediandled by th€entre

de Formalités des Entrepris€EFORE), a one-stop-shop structure establish@d@®. Although
the creation of CEFORE predates the launch of DBB@Ie Project actively supported the
strengthening of the institutionIn particular, this involved (i) the organizatiohworkshops with
lawyers, notaries and other stakeholders involwethe registration process, and (ii) the provision
of support for the progressive decentralizatiorC&FORE services, along with the financing of
communication activities in connection with the ojpg of branches in various cities and towns
(Bobo-Dioulasso, Tenkodogo, Koudougou, etc.). AsFORE’s assistance needs for the
decentralization and computerization of servicegdly exceeded the Project’s capabilities, in 2008
the IFC team assisted CEFORE (as well as CEFACbslsv) to secure additional funding from
the Investment Climate Facility for Africa (ICF).sfa result of this work, ICF approved an US$
555,000 project to support CEFORE. Institutionakmsgithening efforts were accompanied by
advisory workaimed at simplifying procedures and reducing céstdusiness registration. This
involved the formulation of recommendations regagdithe amendment of certain pieces of
legislation (e.g. the amendment to the 2008 LoiFtd®nces regarding the abolishment of the
obligation to register the articles of incorporat@nd minutes of the founding meeting with the tax
administration), the adoption of regulatory measuf@g. the 2009 decision of the Ministry of
Justice legalizing the online registration of compa’ registration notice), as well as the
improvement of some practical aspects (e.g. thepldioation of registration forms used by
CEFORE). As a result of this work, registration ggdures were considerably eased, with a
reduction in both time and costs.

Business LicensingWork on business licensing started at the erD06 with the identification of
the business licenses falling under the remit xfnsinistries. The exercise was continued in 2007,
eventually leading to the mapping of more than bR8iness licenses across 15 ministries. This
initial fact finding work was to be followed up withe formulation of reform proposals but there
were difficulties in mobilizing the required supp&mom HQ and work was largely put on hold until
May 2008, when a FIAS mission took eventually platlee mission led to the formulation of a
concept note laying out a strategy for reforming tltensing regime. The concept note was
endorsed by the GOBF, and a Steering CommiG@eenfté de Pilotage chaired by MINCOM, was
set up. In 2009, the Project recruited a consultarprovide training to government officials in
Standard Cost Model (SCM) techniques. Implementedpril 2009, the training was aimed at
developing capabilities in the analysis of the adstiative burden of business licenses and on
related data collection techniqukdn parallel, the Project identified an initial st 15 licenses
targeted for reform and at the end of 2009 a fis#t of recommendations for
elimination/streamlining was formulated. Implemeéinta involved the adoption of a participatory
approach, with the creation of dedicated techreoaimittees gous-comités techniqyesrganized

at the ministry level and reporting to the Steer@gmmittee, comprised of representatives from
both the public and private sectors. Reform effiagan to produce results during 2010, when
some ministries began adopting measures aimedngiliiing registration requirements. An
example, referred to the Ministry of Educationiieypded in Box 3.1 below.

8 Lourdeurs Administratives Projet Pilote: ReformesdLicences pour les secteurs industriels, SIRAsGiting,
presentation, 15 et 16 avril 2009. See also Burkiso Business Licensing Reform Project, SIRA Chingy s.d. (but
20009).
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Box 3.1 Business Licensing Reform in Private Educin

The technical committee established at the Minisbfy Education focused their attention on the
simplification of licensing for the opening and og@ons of private schools. The theme was discuaseg
couple of meetings in early 2010 and several measuere envisaged to simplify the application pgeka
obtain the license and to clarify the differencéwsen the various steps in the procedagrdementand
ouverturg. In parallel, the Ministry decided to delegatetam inspection functions to the regional officies
order to reduce the burden on both private prorsoterd ministry staff working in the capital. The
recommendations for reform were consequently impleed through the adoption of various administeativ
acts (onedécret and severahrrétég adopted during the Spring/Summer 2010 so thataf#i schools
applying for the opening in September could alrdaelyefit from the new regulatory framework.

3.2 Component #2 — Dealing with Construction Perms

Work on this component started in 2006, with theparation of a report on property transfer and
building permits’ The recommendations formulated in the report vééseussed and validated at a
workshop organized in March 2007 and this paveddhd to subsequent operational activitfes
particular, at the end of 2007, the GOBF decidegrtmeed with the establishment of tbentre de
Facilitation des Acts de Construif€EFAC), a one-stop-shop structure responsibl¢hii®issuance
of construction permits which became operationday 2008. The Project actively supported the
establishment of CEFAC both at the policy and operational level, inchglithe provision of
practical assistance on selected aspects (e.glopevent of dedicated software). Assistance to
CEFAC was accompanied ladvisory work on legal and regulatory issuel this respect, the
Project team was patrticularly busy in clarifyinguss related to mistakes that had been detected in
the 2007 and 2008 DB Reports, and which resultedgarticularly unfavorable ranking of Burkina
Faso. For instance, with assistance from the Rrdgsm, in December 2007 the Ministry of
Infrastructure issued a circular letter clarifyititat the on-site inspections mentioned in the DB
Report were not (and, in fact had never been) ntangalikewise, clarification was obtained
regarding the fees charged by thaboratoire National du Batiment et des Travaux lRisb
(LNBTP). More tangible results were made in theaaoé fees charged by municipal authorities
(which declined from CFAF 400,000 to CFAF 50,006 &y the Ministry of Housing (with the
elimination of a ‘technical’ check costing 0.003%tbe estimated value of the building). As a
result of the correction of errors and of more sa$ve improvements, Burkina Faso’s ranking in
the Dealing with Construction Permits indicator noyed considerably in DB 2009 and DB 2010,
reaching the 8Dposition.

3.3 Component #3 — Registering Property

Starting in 2006, Burkina Faso embarked on a miajod registration and titling exercise, the so
called opération spéciale de délivrance de titres fonciefhe Project actively contributed to
strengthen the institutional aspects of the refoyrmamely by supporting the establishment of the
Guichet Unique du FoncigfGUF), another one-stop-shop structure dealingy V&hd registration
matters. The issues related to the establishmersud a structure were analyzed in a report
commissioned by the Project in early 2668ased on the recommendations formulated by this

° FIAS, Analyse des procédures d’attribution de terrairgeapermis de construire, Novembre 2006.

19 Rapport général de latelier de validation du @ppmle synthése de I'analyse des procédures d'strement de
terrains et de délivrance de permis de constrlienars 2007.

M Projet de mise en place du Guichet Unique du feoncRapport de mission de Peter Bloch auprés dgoaété
Financiére Internationale & Ouagadougou, du 3 gari@er 2008.
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report, the GOBF decided to proceed with the coeabf GUF in late 2008, and the structure
became operational in March 2009. GUF operationee vgeipported by the Project through the
financing of software for the management of lang@liaption files. Even more importantly, the

Project was instrumental in supporting GUF to secadditional funding from the ICF, for the

computerization of operations and the establishraeénbnnections with other institutions involved
in land registration. As in the case of other congrds, work on institution building was paralleled
by the provision oadvice for legislative and regulatory refornThis translated into two successive
cuts in the tax on property transfers, which wasdatively reduced from 15% to the current 8%,
and to the simplification of procedures, with thimeation of some procedural steps and
documents (e.g. elimination of the need to obtaimssion for the transfer from the municipality).

3.4 Component #4 — Employing Workers

Work on this component started in late 2006, whenRroject team assisted the Ministry of Labor
in drafting two implementing regulationsof the Labor Code. Adopted in March 2007, these
regulations contributed to increasing flexibility the use of the labor force, by removing the need
for employers to obtain authorization to use oweetiand by allowing the work week to be
organized in line with production requirements. IBuig upon this early success, the Project team
undertook a comprehensive review of labor legistatind in April 2007 proposals were submitted
for a major reform of the Labor Code Given the highly sensitive nature of the subject,
consultations with stakeholders inevitably tookoasiderable time, but at the end of the process a
new Labor Code was unanimously approved by theaPaeht in May 2008. The new Labor Code
introduced several significant changes, reflectedthe DB Report 2009, which saw a major
improvement in Burkina Faso’s ranking for the Enylg Workers indicators, from the 1830

the 79" position. A summary of the main changes introduzgthe new Labor Code is provided in
Box 3.2 below. Having achieved the intended obyectwork on this component was de facto
halted at the end of 2008.

Box 3.2 Main Innovations Introduced by the Labor Cale of 2008

* suppression of the prohibition to indefinitely rentixed term contracts;

e suppression of work contract visa for nationals;

e distinction between irregular dismissal and unf@smissal;

* limitation of damages to a maximum of 18 monthaisal

e setting of time limits for wage claims (2 years@ldar claims for damages (5 years);

e a posteriori intervention of the Labor Board inea$ dismissal for economic reasons;

» easing of the priority for re-employment;

e easing of procedures for the dismissal for econorasons;

* shortening of holidays for family events from 20l@days;

» shortening of the period allowed for breast feedingn 15 to 14 months

» broadening of the definition of strike, to encongaslidarity strikes;

e introduction of measures to protect vulnerable gsogquota system for handicapped workers, @nti
discrimination measures for AIDS/HIV affected warke

Source : adapted from ‘Les innovations du nouveadeQlu Travail’, s.d. (but 2008)
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3.5 Component #5 — Closing a Business

Work on this component started in mid 2007, witbiagnostic study of bankruptcy proceedings
and practice in the countf§.The study reviewed the existing legal framewor# &re functioning

of bodies in charge of implementing bankruptcy pemings and formulated a series of
recommendations to address legal and institutimeaknesses. The report was well received by the
GOBF and, in 2009, the Project assisted the MinistrJustice in the drafting of legislation aimed
at organizing a specialized body of bankruptcy gseionals with a code of ethics and a fee
schedule. However, implementation was subsequentlyn hold due to a combination of factors,
including: the possibility that a bankruptcy code developed at the OHADA level, the mismatch
in timing with another similar initiative funded bjre World Bank®, and the seemingly limited
interest from GOBF-.

3.6 Component #6 — Enforcing Contracts

This component focused on two aspects, namelyhéi)reform of the commercial justice system,
and (ii) the promotion of ADR mechanisms. In botises, Project activities were mainly carried out
in the period 2007 through 2009, as support toetlieemes was subsequently entrusted to other
initiatives.

Commercial Justice Work on this theme accompanied the evolutionhef institutional setting,
following the initial decision of the GOBF to eslish specialized commercial sections within the
Tribunaux de Grande Instanc@ctober 2006) and, then (May 2009) to create fidtged
commercial courts. During 2007, the Project conteld to the debate on the best possible
institutional setting, with the organization of twarkshopsin July and December. In 2008, the
Project supported the computerization of Ouagadeggdistrict court, through the provision of
hardware and software and related trainiAglvisory work focused on the reform of some
procedures, which led to the reduction of feesthar registration of court decisions, and on the
formulation of comments on the draft law estabhghihe commercial courts. With the passing of
this law in May 2009, the need for substantial veses for the establishment of new structures
became apparent and the Project team activelyibated to finding additional sources of finance.
This resulted in the approval of a US$ 3.9 milll@# project that is currently providing training to
commercial judges and equipment for the commecwdiatts in Ouagadougou and Bobo Dioulasso.

Alternative Dispute Resolution Mechanisms In the area of ADR mechanisms, the Project
provided assistance to tli@entre d’Arbitrage, de Mediation et de Conciliatide Ouagadougou
(CAMC-0O). Established in January 2005, the CAMC-@svstill in the take off phase when the
Project became operational. Accordingly, Projegpsut initially concentrated ocommunication
activities aimed at raising awareness about ADR in the legsicommunity. This included the
printing of information materials and assistancethe organization of sensitization workshops
involving various professional groups (cotton grosyemining firms, business women and
construction enterprises) in several cities andngwacross the country. The provision of practical
support to CAMC-O was paralleled by an in-depsisessment of the existing ADR mechanisms
Carried out by FIAS, this study largely focusedtbe feasibility of supporting the introduction of
commercial mediation as an effective mechanismetuce the time and cost of commercial
disputes* The FIAS study was part of larger exercise coypmther African countries and its

12 Etude sur la cessation des activité au Burkina,Fastobre 2007.

13 World Bank,Burkina Faso - ROSC - Insolvabilité et droits desamciers Juin 2009.

14 FIAS, Diagnostic of Alternative Dispute ResolutihDR) Mechanisms in Burkina Faso, Final ReportptSeber
2008.
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findings ultimately led to the formulation of a sffec project on ADR. With a budget of US$
360,000 and an expected duration of 24 monthsieheproject was approved in April 2010.

3.7 Component #7 — Paying Taxes

Work in the field of business taxation started iayM2008, with the launch of diagnostic study
aimed at assessing the appropriateness of thangxistx system from a private sector point of
view. Starting from a marginal effective tax ratebysis, the study reviewed issues related to the
simplification of tax procedures to reduce compiarmosts, the revision of the appeal process to
increase taxpayers’ confidence, the revision of withholding tax system, and the general
modernization of the tax administration through poerization:> This analytical work provided
the basis foradvisory workwith the MINFIN, which led to the modification @ome procedural
aspects (e.g. reduction in the deposit to be pd&ienvfiling appeals against tax assessments). The
study was completed in June 2009 and part of ic®@menendations were incorporated in a
comprehensive reform of the tax systahat the GOBF had been discussing for some tintte tive

IMF within the framework of the Poverty ReductiondaGrowth Facility. The related legislative
measures were approved by the Parliament in JaamnanApril 2010.

3.8 Component #8 — Trading Across Borders

Work on this component started in 2008, with a ¢é@ugd scoping missionsand this led to the
formulation of an action plaff. Advisory workstarted in 2009, with the objective of achieving
some quick results that could induce an improvenmerBurkina Faso’s ranking in terms of DB
indicators, namely in terms of number of procedueeglired for import export and of time required
to obtain certain documents. In line with this agwh, in 2009 discussions were held with the
BCEAO and commercial banks in order to achieveducgon in the time required for issuing
letters of credit. As for customs procedures, afrarn the provision of some advice regarding
border controls (whose improvement has been sugghdry other entities, and especially by the
IMF), the focus was on the prolongation of the di&i of certain import-export documents and on
the elimination of the police escorts for contained traffic, both of which materialized in mid
2009. During 2010, the attention was concentratadtlee assessment of the customs risk
management system, although the overall pace d agpears to have slowed down.

15 FIAS, Burkina Faso - A Summary Review of Tax ane Investment Climate, June 2009
16 Reforming Burkina Faso Trade Logistics System:sets December 2008
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4 PROJECT EVALUATION
4.1 Introduction

This Section is devoted to the ‘qualitative’ pafrtlee Assignment, i.e. the evaluation of the Prbjec
in terms offour evaluation criterig namely: (i) strategic relevance, (ii) delivery aiftputs, (iii)
achievement of development outcomes, and (iv) ieffity. The aspects to be analyzed for each
evaluation criterion (the so called “evaluation spiens”) are listed in Box 4.1 below.

Box 4.1 Evaluation Question¥

Strategic Relevance

e Did the intervention fit the country’s political dreconomic conditions? Was the right timing sekéc
for the program’s start?

e Did the program address the most acute problentiseirbusiness environment or has it selected “low-
hanging fruits”?

e Were the right partners selected given programotivgs?

—

e

Delivery of Outputs:
»  Were key outputs of the appropriate quality dekekein a timely fashion?
* To what extent were clients satisfied with the stasice received?

Achievement of Outcomes

* Did the various government agencies implement g@®mmendations provided? Did the government
pass new laws/regulations recommended by/draftddassistance from the project?

 How did the recommendations implemented/new lavepted translate into effective improvements
the investment climate and/or in other relevantaldes (e.g. increased capability of entities ndoei
support)?

n

Efficiency:

* How reasonable were costs vs. benefits?

* How economically were funds, expertise, time, etsed?
e Were there less costly ways to achieve objectives?

The aspects relevant to the above evaluation ierisee analyzed in the following four sections,

while a fifth section summarizes the key resultsr Each evaluation criterion, the analysis of
findings is accompanied by an assessment, inspiyethe approach used by IFC in the case of
Project Completion Reports, which involves the asea four-tiered rating system, ranging from

“highly satisfactory” to ‘unsatisfactory?®

4.2 Strategic Relevance
Strategic relevance refers to theality of project design at the moment of approad well as to

the ability to adjust to changing circumstancei this context, three aspects are of particular
importance, namely: (i) the appropriateness of ititervention to country conditions, (i) the

17 A list of standard evaluation questions was predith the TOR. The list presented here is an adaptaf that found
in the TOR, to reflect the nature of the projectl@nconsideration (e.g. elimination of questionatesl to capital
investment, addition of reference to capacity boddactivities, etc.).

18 For a summary presentation of the rating systese, Isuba Shara, “How to Improve the Quality of Pcoje
Completion Reports”, presentation at a PCR traimmgkshop, Johannesburg, July 27, 2009.
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balance between ‘quick wins’ and structural refoetffiorts, and (iii) the appropriateness of
institutional arrangements.

Appropriateness to Country Conditions As illustrated in the previous sections, the &bwas
primarily aimed at improving Burkina Faso’s ranksng terms of DB indicators, and only partially
concerned with the achievement of improvements threroareas of the business environment.
Therefore, assessing the appropriateness of thecPto country conditions is tantamount to assess
the appropriateness of DB indicators in capturihg essential features of Burkina Faso’s
investment climate. The picture is mixedn the one handthe simplification of the business
registration process and the streamlining of prooesl for property transfers and construction
permits are certainly important steps towards bmgc some dynamism into the Burkinabée
economy. As it will be seen in the impact assess$r{sae Section 5), the numbers involved are
often small (e.g. a few hundred transactions par)ydut these reforms also have an important
‘signaling value’, which produces a long term pesiteffect, beyond what can actually be
measured. Similar considerations apply to the mefof the tax system and of the judiciary, whose
importance for the creation of a conducive busir@sgronment cannot be understaté€h the
other hand some Project components, and hence the relatednBiBators, appear much less
attuned with prevailing local conditions. For insta, the relevance of reform efforts in areas such
as bankruptcy law, in a country where the majaritypusinesses continue to operate on the margin
of informality, appears to be dubious. Similar ddesations apply to the reform of labor
legislation. While any increase in labor markekitbdity is obviously appreciated by employers
(“bien évidemment, les CDD Ji.e. fixed term contjadsnt avantageu), in general labor
regulations never constituted a serious consttairitusiness operations. This is clearly shown by
the World Bank Enterprise Surveys (WBES) carrietlin2006 and 2009, according to which labor
regulations were regarded as a serious constraiptoy a tiny minority (in 2009, less than 2%) of
operators.

A more positive assessment can be made in theofassivities departing from the mainstream
“DB indicators” approach In particular, this is the case of the work orsibass licensing. Once
again, the results of the WBES clearly show thainmss licensing has never been regarded a
serious barrier by operators and the direct econdranefits are likely to be relatively small. But
the reforms advocated by the Project contributethéodevelopment of a positive attitude towards
simplification ‘in general’ that is particularly iportant in an administrative and legal system that
all too often privileged form over substance.

Balance between ‘Quick Wins’ and Structural ReformEfforts. Overall, the Projecachieved a
good balancebetween efforts aimed at achieving ‘quick winstldahose aimed at achieving more
structural reforms. Obviously, given the overridivigjective of achieving an improvement in terms
of DB rankings, no opportunity was missed to elia@or streamline procedural steps here and
there, sometimes irrespective of the real relevasfcéhese ‘reforms’. However, this ‘tactical’
attitude always coexisted with attention to deedorms. For instance, the reform of the Labor
Code, irrespective of its relevance and potentigact (see above), can certainly not be qualifeed a
a ‘quick win’, as it was the result of an intensipeotracted effort the end result of which wasby
means guaranteed (at the time the new Code paBsekina Faso was facing a phase of civil
unrest, with widespreadpfotest against fuelling, food prices and high cos$tliving’” Donor
Progress Report #5). Also, the fact that in a nurobeases advisory work was complemented with
the provision of tangible support (the developn@rgoftware programs, the printing of brochures,
etc.) is not merely indicative of the Project tearability to put in practice one of the fundamental
tenets of development workil(*faut toujours accompagner les conseils avec quelchose de
pratiqu€’), but also reveals a genuine interest that refocould actually continue to produce
positive results.
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Appropriateness of Institutional Arrangements. As already mentioned in Section 2, Project
activities weresupervised by a Steering Committé@omité de Suiyiconsisting of representatives
of key ministries and private sector-related organons. Formally established by an inter-
ministerial decree at the beginning of Project\étitis'° the Steering Committee proved to be an
effective institutional mechanism, as it contrilwute ensuring the ministries’ active engagement in
the reform process. Given the positive experietiie,approach waseplicated on a smaller scale
for two componentsIn particular: (i) a Steering Committee for thefarm of import export
proceduresdomité de pilotage des reformes des formalités mbitation et d’exportatiop was
established in April 2009 by the MINFIN and MINCONIi) and anotheComité de Pilotagevas
established at the end of 2009 to oversee actvitieder the business licensing reform ‘sub
component’. Chaired by the MINCOM, this committeefurther articulated into technical sub-
committees $ous-comités Technigyesdealing with matters within the remit of indival
ministries. Apart from the formal mechanisms of rciwation, the Project was able to establish a
good, if not excellent, working relationship withinually all counterparts with a particularly
strong link with the powerful MINFIN. This ensuretthat once recommendations had been
appropriately developed and explained to count&spéney were usually implemented within a
reasonable time span and without much resistanbaaktracking.

Overall AssessmentOverall, the strategic relevance of the Project be considereshatisfactory
This assessment could have been more positivewkrien't for the scarce relevance of certain
components, which in turn reflect the limited useéss of certain DB indicators for economies
such as Burkina Faso.

4.3 Delivery of Outputs

This section reviews thgquantity, quality and timeliness of the deliverablgoroduced by the
Project A quantitative overview of Project outputs isided from the analysis of the indicators
presented in Supervision Reports. This is compléetetry an assessment of the quality and
timeliness of the main outputs for the various congnts and by a brief discussion of client
satisfaction.

Overview of Project Outputs. Output indicators included in Supervision Reparis expressed in
numerical terms and refer to various typologiesdefiverables. Compared with other similar
initiatives, the DBBBF was quite frugal in the usfeoutput indicators, basically making reference
to only three indicators, namely: (i) the numbenefv laws-regulations-amendments-codes drafted
or contributed to drafting, (ii) the number of peolcires-policies-practices-standards proposed for
improvement or elimination, and (iii) the numberoédia appearances. Somewhat surprisingly,
one of the most common output indicators for thyget of operation, the number of reports
produced, is not included in the Monitoring and lgation (M&E) system, which reflects the
Project team’s inclination for direct forms of atance (i.e. the provision of advice to countemart
through personal interaction and group discussiofs)overall picture of Project outputs can be
derived from Supervision Report #10, which covéaesperiod through June 2040The situation is
summarized in Table 4.1 below.

19 Arrété conjoint No. 06.137/MCPEA/MFB, 18 Décemi2@06, portant création du Comité de suivi des @ésvdu
Programme “Doing Business Better in Burkina Fas®lalSociété Financiére Internationale (SFI)

2 |n the case of Component #8 Trading Across Bordehich is formally structured as a separate ptoj#669567),
data are taken from Supervision Report #2, whickerothe period through the end of 2009. The indrsaretained for
this component differ somewhat from those usedtterrest of the Project. For reasons of consisterafgrence is
made here only to indicators that are common toatiponents.
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Table 4.1 Overview of Project Outputs

Indicators and Components Target Achievement | Difference
Initial | Revised
Number of new laws-regulations-amendments-codes ditad or contributed to drafting
#1 — Starting a Business 7 8 8 0
#2 — Dealing with Construction Permits 4 4 5 +1
#3 — Registering Property 8 8 7 -1
#4 — Employing Workers 6 6 5 -1
#5 — Closing a Business 4 4 5 +1
#6 — Enforcing Contracts 3 3 6 +3
#7 — Paying Taxes 4 3 4 +1
#8— Trading Across Borders 0 0 0 0
Total 36 36 40 +4
Number of procedures-policies-practices-standardsrpposed for improvement or elimination
#1 — Starting a Business 4 6 6 0
#2 — Dealing with Construction Permits 2 2 3 +1
#3 — Registering Property 8 8 10 +2
#4 — Employing Workers 5 5 4 -1
#5 — Closing a Business 2 2 1 -1
#6 — Enforcing Contracts 4 4 4 0
#7 — Paying Taxes 4 3 1 -2
#8— Trading Across Borders 3 3 3 0
Total 32 33 32 -1
Number of media appearances
#1 — Starting a Business 4 4 7 +3
#2 — Dealing with Construction Permits 4 4 4 0
#3 — Registering Property 2 2 3 +1
#4 — Employing Workers 3 3 2 -1
#5 — Closing a Business 1 1 0 -1
#6 — Enforcing Contracts 5 5 13 +8
#7 — Paying Taxes 2 2 1 -1
#8— Trading Across Borders 0 0 0 0
Total 21 21 30 +9

Source: Supervision Report #10

The above table suggests that fwject has displayed a positive performanaechieving or
surpassing targets for a majority of componentswéi@r, data offer only a partial picture of
achievements in terms of output delivery for thmegn reasons. In particular:

» several outputs are not captured by the indicagtasented in Supervision Reports. As indicated
above, this applies to the reports produced byeetgtaff and consultants, but the workshops
organized (e.g. those with CAMC-O) and other owgpdelivered to counterparts (such as the
software developed for GUF, CEFAC and the commkEkooarts) are also not accounted for.
Even more importantly, the indicators do not reftbe work done by the Project team to secure
additional financing for some initiatives, namehetassistance provided to various entities for
the preparation of financing proposals submittedthe ICF. In this respecthe output
indicators presented in Supervision Reports sigog#ntly underscore the volume of work
actually carried out by the Projert

* a proper comparison between results and targetffisult because the latter were revised
during implementation and sometimes it is not easynderstand the real benchmark against
which performance should be measured. For instancie case of Component #4, the last
Supervision Report indicates a target of 6 new {esgsilations-amendments-codes drafted or
contributed to drafting, with an actual result ofwihich implies_under performanceowever,
the revised TAAS PADS Approval indicates a targedpwhich when compared with the
results achieved shown in the last Supervision Repsould imply over performance

23



However, while precluding a precise measurement, these ingistencies do not alter the
overall positive assessment made ahove

the numbers refer to very heterogeneous phenonidmns.is most evident in the case of the
indicator ‘number of new laws-regulations-amendmeamides drafted or contributed to
drafting’, where the drafting of a major piece efislation such as the new Labor Code counts
as “one” exactly like an amendment to a ministetedree concerning a relatively minor aspect.
In this respectguantitative indicators inevitably provide a venapial picture of the work
done

Quality and Timeliness of Main Outputs The analysis of the quality and timeliness ofj&b
outputs is subject to two caveats. The first referthe unavoidable element of subjectivity in the
assessment of the quality of outputs. This is @aldrly the case for the Project under
consideration, whose scope extends over a brogg @fithemes and issues, which (admittedly and
inevitably) are not all equally well mastered by tionsultant. The second caveat is of a practical
nature and refers to the fact that possibly nottladl deliverables could be analyzed by the
Consultant® Subject to the above, the following consideratiapply:

reportswere produced primarily by IFC specialists comirgn HQ and by local consultants.
These reports are very detailed and operationalignted and were usually delivered on
schedule. Delays seem to have occurred for a repdstisiness licensing, seemingly because of
the long time elapsed between the first and thersb&IAS mission. Reports produced under
Component #2 were also useful to clarify the r@absion regarding the procedures required for
the construction of new buildings and, therefommtabuted to correcting errors included in the
DB 2008 Repof?;

other tangible outputs such as software delivered to various institigjomere usually
appreciated by recipients and deemed useful. Icdke of GUF, some problems encountered in
the issuance of certain documents (tkeificats d’etat des droits reglsvere reportedly linked

to issues with the IT system, but the latter wagspsued by the ICF project and not by the
DBBBF;

workshopsorganized to discuss policy issues and/or for amess enhancing purposes (such as
those in the field of ADR) were reportedly welleattled and attracted significant attention from
the press and other media (as witnessed by therhigtber of media appearances — see Table
4.1 above). The training on SCM delivered as par€omponent #1 was also attended by
several public officials, although its effectivesewas seemingly marginal (see Section 4.4
below).

Client Satisfaction. The quality of the assistance provided by thgdetovas one of the aspects
discussed during interviews with counterparts. dherall assessment is definitely a positive pne
with virtually all beneficiary institutions declawg themselves to be highly satisfied or satisfied.

2 n reality, this risk appears to exist only in ttese of the Trading Across Borders component. 1Sigien Report #2
of project #569567 makes reference to a fairly Itisgof reports, including 8 different items, othigh 5 produced
during the second half of 2009. The documents tti@tConsultant could locate include two action playoth in the
form of spreadsheets listing a series of stepgtoriglertaken, and two other lean documents, labaleback to office
reports’. It is unclear if these documents shoudd donsidered as part of the reports produced adigtein the
Supervision Report.

22 For instance, the 2006 FIAS report states tiat hiveau des procédures liées a la constructionsda rapport
Doing Business, il existe plusieurs écarts entreniéthodologie et les critéres d’analyse utilisésBaukina Faso et
ceux appliqués dans d’autres pays question de la fréquence des inspections daissie croire que les codts, le
nombre d’'étapes et les délais dans ce domaine rsettement supérieurs a ceux qui ont été observas dautres
pays, alors gqu'il s'agit d’'une différence de défions Si la méthodologie d’analyse du Burkina Faso daes
domaines était plus conforme a l'usage généralBlerkina Faso se trouverait plus proche de la mogedes pays de
la région ouest africaife(emphasis added). See FIAS)alyse des procédures d’attribution de terrairdegpermis de
construire, Novembre 2006, pages iv and v.
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Comments were particularly positive regarding tkieeanely cooperative attitude displayed by the
in-country Project team, whose willingness to dss@s highly praised by intervieweedl| (Sont
toujours disponibles et préts a aidefils ne se limitent pas a donner des bons consaiis ifs
s’occupent aussi de la mise en oelytd'assistance fournie a été toujours impeccépl&ome
vague critical remarks emerged during discussioith wustoms officials, but the comments
appeared to refer more to the way in which the ifigadcross Borders DB indicator is calculated
than to the quality of the assistance received.s@ening the sharp criticisms expressed in the past
by Burkinabé authorities regarding the DB, it ipagent that a major change in attitude has taken
place and the credit for this goes to the profesdicompetence and diplomatic skills displayed by
the local Project team. A summary presentationhef opinions expressed by interviewees is
provided in Table 4.2 below.

Table 4.2  Client Satisfaction — Survey Result3

Type of Assistance Very Good | Good | Neither Bad Very Bad | Not Applicable
Training & capacity building
services
*  Quality XX XX XXXXX
* Timeliness XX XX XXXXX

Advisory services (diagnosti
studies, recommendations, etc.

O

*  Quality XXXXXX XXX

 Timeliness XXXXX XXXX

Source: field interviews

Overall AssessmentThe Project delivered a significant number ofpoi$, most of them of good,
if not excellent, quality and usually on time. Thi®mbined with the marked customer orientation
displayed by the Project Team, resulted in an ualiyshigh degree of client satisfaction, and the
overall performance can be regardedhigbly satisfactory

4.4 Achievement of Development Outcomes

The evaluation of development outcomes refers & abhievement of the intended short and
medium term effects. In practice, the analysis $esuon thelevel of acceptance of the
recommendations providedin terms of laws passed or amended, adminis&rafivocedures
reformed or eliminated, improved organizational eiedadopted and the like) and bow the
accepted recommendations translated into concret@rovements in the investment climate.g.

in a reduction of the time required and/or expemsesred to complete a certain procedure).

Acceptance and Implementation of RecommendationsThe degree of acceptance and
implementation of recommendations formulated uriderProject isvery high, irrespective of the
component or of the type of reform proposdd some cases acceptance and implementation of
recommendations came at the end of a long anditalsoprocess, requiring constant contacts with
relevant GOBF entities and other stakeholders. Yanple is provided by the reform of the Labor
Code, which by its very nature, required extensimesultation with trade unions and other parties,
a process greatly facilitated by the Project. Ineotcases (e.g. the business licensing reform), the
initial endorsement took some time to materialtzat, once the ‘green light’ was obtained, things
moved ahead fairly quickly; i.e. with the first batof recommendations formulated by theus-
Comités Techniqua®sulting in the adoption of relevant regulatorgasures. An area whelittle
progress was achieved is that of building local edyities in the field of the ‘economic analysis

% Initially, an attempt was made to assess clietisfaation through a questionnaire but it quickigchme clear that
counterparts in the public administration were wyewaith this modality. Therefore, the results showrthe table
reflect the Consultant’s interpretation of the dfaéive comments formulated.
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of regulation’, namely with the use of SCM techniques. The trgjréarried out in the Spring of
2009 was appreciated by participants, but as shmywnterviews with some civil servants attending
the workshop, it resulted in a marginal improvemienthe understanding of the issues involved,
with little effect on operational capabilities. Shiresult is not surprising, given the fairly
sophisticated nature of the technique and the ghadtion of the training. This is an area were
further and more systematic efforts are requirednter to achieve tangible results, and could
possibly be done in the framework of a future fallop project.

Improvements in the Investment Climate Given the marked orientation towards the
improvement of Burkina Faso’s ranking in terms oB [hdicators, an assessment about the
effectiveness of Project activities must obvioustigrt from a review of the evolution of rankings
over time. The relevant information is summarized able 4.3 below.

Table 4.3 Progress Achieved in DB Rankings
Indicators DB 2008 DB 2009 DB 2010 DB 2011
Ranking Ranking Ranking Ranking
Starting a Business 105 113 115 119
Dealing with Construction Permits 169 106 80 77
Employing Workers 152 79 82 ..
Registering Property 170 148 114 118
Getting Credit 115 145 150 152
Protecting Investors 138 142 147 147
Paying Taxes 133 132 144 148
Trading Across Borders 170 173 176 175
Enforcing Contracts 109 110 110 108
Closing a Business 91 110 112 100
Ease of Doing Business 161 148 147 151

NB Due to changes in methodology (elimination of #mploying workers indicator), the DB2011 ‘easedoing
business’ ranking is not comparable with the thafggrevious DB reports
Source: DB Report, various years

Out of the eight DB indicators targeted,sabstantial improvement clearly linked to Project
activities was recorded for three indicatgnsamely Employing Workers, Registering Propertyd a
Dealing with Construction Permits. In the case lo# tatter, as already mentioned, part of the
improvement was the result of the correction obmxrincluded in the early editions of the DB
survey, but this also required a significant eftorclarify the situation. Inwo other areas, Paying
Taxes and Enforcing Contracts, progress has beerdmsing achieved, but has not yet been
captured by the DB surveyn the case of taxation, reforms are too recedttheir results were not
yet reflected in DB 2011. In the case of Enforc@antracts, the reform initiated by the Project and
continued by the subsequent ICF and AFR ADR Prejaot of a more structural nature and may
take some time before they are appropriately reftean the DB survey. Also, in the case of the
reform of commercial justice, efforts are currertlging made to address very relevant problems,
i.e. the reduction in the share of decisions thatraformed at the appeal stage (a crucial indicato
of the overall quality of the service provided lyuds), which however are not considered by DB
indicators.

An area wherdProject achievements are probably underestimatedtiy DB survey is that of
business registrationIn fact, the relative worsening of Burkina Fasmasking for this indicator
(from the 108 position in DB 2008 to the 119in DB 2011) does not seem to be justified by
available evidence. In particular, the 14 days dmbmecessary to register a company with
CEFORE shown in DB 2010 and DB 2011 appear to bedds with data collected during field
work from CEFORE, which suggest an average watiimg on the order of 4-5 days. While data
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from CEFORE cannot obviously be taken at face vadueacceleration in business registration
procedures over the 2009 — 2010 period was condirtmg other sources iffaintenant il est
beaucoup plus rapide qu’il y a deux 8nswho usually made reference to turnaround tiroés
about one week (faintenant le systéme marche bien et on peutaoetdén une petite semaie

The picture is less favorable in the case of two otheB indicators targeted by the Project,
Trading Across Borders and Closing a Businegsr which no improvement or a slight worsening
was recorded. In the case of Trading Across BordBreject activities did achieve some
improvement in terms of streamlining documentat@md reducing costs, but some of the
improvements achieved (e.g. the elimination of gokscorts to certain types of freight traffic) are
not included in the relevant DB indicator. In mgeneral terms, the DB trade logistics indicator is
heavily influenced by factors (e.g. the cost to amyf@xport a container) that reflect the structural
conditions of a country, which in turn can scardetyaddressed by improvements at the margin of
procedural aspectsi(“est comme prendre une aspirine contre le canceta ne sert a riei.
Finally, the lack of improvement in the case of @lesing Business indicator is obviously linked to
the failure of getting the proposed legislation @ed. But, as already mentioned in Section 4.2
above, this is most likely the area where the @alee of DB-related reforms is lower, with a
negligible effect on real business conditions.

Overall AssessmentOverall, the performance of the Project in terwhslevelopment outcomes
can be consideredatisfactory As indicated above, there are some variation®sacrthe
components, with Components #2, #3 and #4 perfgnwery well (at least in terms of DB
indicators), and Components #5 and #8 performingvbeverage, but on the whole areas of
underperformance are more than compensated fochhgweements on other fronts.

4.5 Efficiency

Efficiency measures the extent to which tesources devoted to a certain initiative are reaable
vis-a-vis the results achievedh principle, the analysis of efficiency wouldjrgre the calculation

of cost effectiveness ratios comparing the outpets/ered/outcomes achieved with the associated
expenditures. However, this type of analysis isclued by data limitations, as project
expenditures are neither budgeted not tracked hbwywpoaent or activity stream. Under these
conditions, the analysis can only be carried oua anhore general level, focusing on selected
budgetary and organizational aspects.

Budgetary Aspects - Planning and Management of Furgd At inception, the Project had a budget
of about US$ 2.2 million with an expected duratioihn21 months, which implied an average
expenditure of little more than US$ 100,000 per thoAs of mid 2010, i.e. about 55 months after
take off, actual expenditure (including some US®,000 spent on trade logistics by project
#569567) totaled about US$ 2.2 million, with anrage monthly expenditure on the order of US$
40,000. The 60% difference between planned andabatwnthly expenditure is prima facie
indication that the Project had been over budgetedpproval. While some degree of over
budgeting is indeed likely, it should be noted tllatring the first year of operations actual
expenditures were very limited, because of delaythé recruitment of the local team. This point
was already mentioned in the Mid Term Evaluatiomiclv noted that Some of the variance
between planned and actual costs is due in pgpetiods of understaffing. For example, DBBBF's
Economist and Institutional Reform Specialist jointhe program several months after the
Program Manager; also, the Institutional Reform &pbst and the Administrative Assistant left in
mid-2007 and had not yet been replaced at the gifraur visit (i.e. in the fall of 2007) (page 32).
However, the main explanation for the dramatic dromonthly expenditure is what the Mid Term
Evaluation qualified as gudicious use of resourcédn turn, this is primarily related to the fact
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that a larger share of activities was carried atgally by the (less expensive) Project team than
initially foreseen, with limited reliance on (mocestly) consultants and IFC staff from HQ (see
below). One drawback in the management system aslaitk of any form of activity-based
accounting This problem is not peculiar to the DBBBF (andegnd it affects all the IFC projects
covered by this Assignment), but it had been naiedl emphasized by the Mid Term Evaluation
and some correction could have been introduced.

Budgetary Aspects - Cost Structure Indications regarding the efficiency in the useesources
can be derived from the analysis of the Project stvacture. The budget breakdown by main cost
items is shown in Table 4.4 below, which preseamits dor both planned and actual expenditures as
of mid 2010**

Table 4.4 Cost Structure
Budget Actual Expenditure Difference
Cost Items (early - mid 2010) (B-A)
US$ % (A) US$ % (B) %
Pre implementation 17,835 1% 0 0% -1%
Staff Costs 642,126 26% 660,440 31% 5%
» IFC Staff 614,989| 24%| 604,439 28% 1%
» Extended Term Consultants and Tempgs 27,137 1% 56,001 3% 2%
Consultants 253,142 10% 50,974 2% -8%
Communication and IT Chargeback 126,357 5% 85,680 % |4 -1%
Contractual Services 315,606 13% 291,458 13% 1%
Office Equipment 150,079 6%0 151,741 1% 1%
Office Rent 343,324 14% 390,756 18% 4%
Staff Representation and Hospitality 5,987 D% 3,070 0% 0%
Travel Costs 562,780 22% 460,304 21% -1%
Other Expenses 97,848 400 65,790 3% -1%
Total 2,515,084 100% 2,160,213 100%

Source: Project documents

In general, theost structure is well balancedbtaff costs are the main item, accounting for 3%
expenses, followed by travel costs (21%), officet f8%), and contractual services (13%). The
main difference between budget and actual expemr$ess to consultants, which account for only
2% of expenses compared with an estimated 10%ddiuThis was partly compensated for by an
increase in staff costs, whose share increased #6% to 31%. Expenses for office rent also
increased compared to the budget, 18% vs. 14%hlsudppears to be an inevitable consequence of
the prolongation of the Project, whose total doratwas more than twice the one initially
envisaged. Travel costs were kept well under cgrigely because of a less intensive use of IFC
staff based at HQ or in other distant locations.

Organizational Aspects The Project team suffered from some turnovehm first two years of
operations, but since late 2007 the situation ktall. The fact of having the same group of people
at work for about three years greatly helped ensarginuity of action, with very positive effects
on implementation. The decision made at inceptibmaving a strong on-the-ground presence
proved to be absolutely correct, and whatever tbese might have been in terms of high level
specialization in certain fields (of the type tlain be provided by IFC staff posted at HQ or in

% The table is the result of the consolidation dhdar projects #534608, i.e. the portion of DBB&Rded by SECO,
#504124, i.e. the portion funded by an IFC subsihg #569567, i.e. the trade logistics sub projeata are not fully
homogeneous: in fact, figures for #534608 refemtd 2010 while those for #504124 and #569567 apfeaefer to

end 2009. However, as the analysis focuses onatestructure rather than on absolute valuesstiasild not have an
appreciable impact on the findings.
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regional offices), this was more than compensatedof the hard work carried out by the core
team.

Overall AssessmentSubject to the above caveats regarding the gedeasacter of the analysis,
the efficiency of the Project can be regardetighly satisfactory

4.6 Summing Up
A summary assessment of the Project is providetainie 4.5 below. Overall, the Project can be
regarded asatisfactory with a higher rating attributed to delivery oftputs and efficiency. The

rating is accompanied by some comments regardemgdhance across components.

Table 4.5 Summary Evaluation

Summary

Comments
Assessment

Evaluation Criteria

The project explicitly aimed at improving DB ran@s) but the
Strategic Relevance| Satisfactory | ability of some indicators to capture the nature tioé local
business environment is limited.

The project was able to deliver a substantial nunabgangible,
high quality outputs on schedule. More importantllgis was

Delivery of Qutputs Saljilsg‘glgtor accompanied by the adoption of operating modalitteat
y enhanced the value of the ‘technical’ advice preglidwith an
unusually high level of client satisfaction.

. There are variations among the components, sonfierpng less
gzcz\éerrgim of Satisfactor well than others, at least in terms of DB indicatdBut in some
Outcorrrl)es Y | cases the way in which DB indicators are defined eaiculated

do not do full justice to the results achieved.
Highly Resources were used judiciously and the decisidrate a strong
Efficiency Satisfactory in-the-field presence proved essential to ensureféective

implementation.

Overall Assessment| Satisfactory
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5 PROJECT IMPACT
5.1 Introduction

This Section is devoted to the ‘quantitative’ paftthe Assignment, i.e. the assessment of the

impacts achieved by the Project. In accordance thighTOR, the exercise focuses on 7 types of

impact, namely:

* two overall impactsrelevant for all components or product areaduding: (i) the aggregate
private sector cost savings, and (ii) the privatet@ investment generated,

» five product-specific impactsincluding: (i) the number of new businesses tegesl, (ii) the
number of new jobs created, (iii) the number of lmwBinesses complying with tax regulations,
(iv) the tax revenue generated, and (v) the inergasrade flows.

The two overall impacts are analyzed, respectivalygections 5.2 and 5.3, while other impacts are
discussed in Section 5.4. The approach adopted siimaing impacts builds upon the
methodological work done in the earlier stageshaf Assignment and presented in a separate
report. This Section also takes into account theerous studies and methodological documents
developed recently by the IFC.

A few methodological and practical aspects are lwhighlighting at the outsefirst, in principle,
the analysis would require the comparison of sibmat ‘without and with’ the intervention.
However, as recognized by the TOR, in the casaipivérsally based interventions such as IFC'’s
[investment climate] programisthe recourse to control groups is generally asiiele. Therefore, it
was accepted that the exercise would rely on aesasgent of ¢hanges in business environment
before and after each projédfTOR, page 6)Second as already mentioned in previous Sections,
in some cases the reforms promoted by the Projert also supported by other donor initiatives or
were influenced by other factors. Under these dandi, as again acknowledged by the TORis*
difficult to determine the impact of reforms onvate sector that can be attributed solely to TFC
Again, efforts were made to isolate the effecté=@-supported reforms from concomitant factors,
but, in general, this was possible only in the ca@rivate sector cost savings, for which the
linkage between cause and effect is easier tordeter In the case of other impacts, the various
donor initiatives were so intertwined that theiieets could not be estimated separatdifird, the
analysis of impacts focuses primarily on the 20@020 period, using the year 2006 as a baseline.
However, it is acknowledged that in many casesstment climate reforms take time to produce
effects. An attempt was made to assess to likelgiume term evolution of impacts, but in general
this could be done only in qualitative terms. There, it is important to stress that the quantreti
estimates provided in the Report refer primarilyvizat could be regarded as the initial impacts of
the Program, which represent only part of the tomgdacts. Fourth, the exercise required the use
of a variety of data, both of a macro and microneeoic nature, collected from a variety of sources.
Unfortunately, in a number of cases, the qualitgata is less than ideal and, therefore, only rough
estimates could be produced.

5.2 Private Sector Cost Savings

Definitions and Methodology. Private sector cost savings (PSCS) are definethessavings

accruing to private economic agents as a resutfofms in the investment climate. These reforms

may concern a wide range of themes, ranging froensimplification of procedures to obtain a

certain permit or authorization to the eliminatioihcertain fees or taxes. For the purposes of this

exercise, three types of PSCS can be identifietieha

* cost savings associated with the reduction in_out-of-pockepensesincurred by private
enterprises thanks to the elimination/reduction(ipfcertain fees (stamp duties, service fees,
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etc.) and/or (ii) the need to rely on service pdevs for certain formalities (e.g. elimination of
notarization for articles of incorporation);
» time savingsrefer to the gains in terms of opportunity coktador resulting from regulatory
simplification and/or from the adoption of improverdyanizational models for certain services;
» financial savings related to the reduction in the financial burdemouldered by private
operators as a result of changes in the paymenalitied for a certain fee or tax, with ensuing
cash flow advantages.

PSCS were estimated based anethodologyinspired by guidelines recently developed by #€ |

to quantify the savings associated with investnudimate operation$’ The information required
was retrieved from a variety of primary and secopdmurces. In the case of the latter, reference
was made to official statistics and research repofrtvarious origin. In some cases, reference was
made to data published in the DB Reports and/odymed by the Project. Data retrieved from
secondary sources were extensively complementedaagdiented with information collected
through interviews with a wide range of subjectsivgde firms, lawyers, accountants, public
officials, etc.). The methodology and the sourcesduare illustrated in detail in Annex C, while a
summary presentation of key aspects is providézbi4.1 below.

Box 5.1 - Estimating PSCS: Key Methodological Aspés

In essence, estimating PSCS involves the multijidioaof a ‘price element’, i.e. the savings achotue one
particular case, times a ‘quantity element’, in® humber of relevant observations.

The nature of therice elementdepends upon the type of reform under consideratiothe case of cost
savings benefits can generally be measured directly (begregistration fee is reduced from X to Y). e |
case of time savingshe value to be considered is itself the resulbe multiplication of the amount of time
saved (typically, expressed in hourly terms) tinles relevant unit labor costs. Finally, in the case
financial savingsreference is made to the value of payments posthdo the duration of the postponement,
and to the relevant interest rate that measuresgpertunity cost of capital.

The quantity elemenfalso varies depending upon the nature of the mefmmsidered. In some (most) cases,
reference is made to the number of enterprisestatfeby the reform (e.g. number of enterprises fitting
from the simplification of registration procedure$) other cases, reference is made to the number o
transactions facilitated by the reform (e.g. thenbar of trucks not undergoing a physical inspectibthe
border).

PSCS are calculated for the whole life of the Ritojas benefits may occur at different points imeij in
order to properly aggregate annual values it ises&ary tgoroceed to compoundingaking the termina
year of the Project as reference point. This isedosing the relevant real interest rate.

Sources of PSCSPSCS have been achieved thanks to reforms ukdartithin the framework of
seven Project componentgoncerning a wide range of themes, from busimegsstration and
licensing to trade logistics. The reforms genep$CS considered in the analysis are summarized
in Table 5.1 below.

% |FC, Guidelines for Aggregate Cost Savings templatei¢has.d. (but August 2010), hereinafter referred dathe
‘IFC Guidelines'.
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Table 5.1

Summary of Reforms Generating PSCS

Reform

| Specific Measures Generating PSCS

Timing

Component #1 — Sta

rting a Business

Business
Registration -

elimination of the need to register the articleasgociation
with tax authorities and abolishment of relatedsfee

Reforms introduced
starting in late 20086,

Companies + reduction in the cost for the publication of thenfiation notice | with additional
« reduction in registration fees measures adopted in
» consolidation of procedures for publication of fbemation 2008 and 2009
notice with registration process
» elimination of separate registrations with tax auities and
employment agency
Business e reduction in registration fees Reforms introduced

Registration — Sole
Proprietorships

elimination of separate registrations with tax awitiies and
employment agency

starting in late 20086,
with other measures
adopted in 2009

Private Schools
Licensing
Procedures

simplification of documents to be submitted fousce of
license
delegation of licensing inspection to regional diogates

Early — mid 2010

Component #2 — Dealing with Construction Permits

Establishment of
CEFAC and Related
Measures

consolidation of various procedures (permissiomfro
municipality, etc.) into a streamlined process
reduction in the fee payable to the fire departnienthe
checking of the fire safety plan

reduction in the fee for the carrying out of seildies;
elimination of technical check carried out by ieection
Générale de '’Amenagement du Territodned related fee

CEFAC established in
2008. Other measures
gradually adopted
starting in 2007

Component #3 — Registering Property

Property Transfer
Taxation and
Procedures

reduction ofad valoremtax on property transfer
elimination of the need to get permission for ttansfer of
property from the municipality and abolishment eiited fee
consolidation of procedures related to valuatiapéttions and
payment of fees

reduction in fees for valuation inspections andtesd
registration

Reforms implemented
in stages starting in late
2006, with additional
measures in 2008 and
2009

h

Component #4 — Em

ploying Workers

Work Contracts « elimination of the need for employers to get a Visan the Mid 2008
Registration Inspection du Travailor new work contracts

Procedures

Component #6 — Enforcing Contracts

Court Awards » elimination ofad valoremfees for the registration of court Mid 2008
Registration decisions

Procedures

Component #7 — Paying Taxes

Tax Appeals * reduction from 100% to 25% of the deposit requiceéile an Early 2009
Procedures appeal against assessments made by tax authorities

Tax Payment » introduction of the possibility to pay taxes viankdransfer Early — mid 2009
Procedures » improved organization of tax offices for the dirpatyment of

taxes

Component #8 — Tra

ding Across Borders

Control Procedures

elimination of police escorts for containerized dso

Mid 2009

Import Export
Documents

prolongation of validity of certain import-exporbcuments
from 6 months to 12 months

End 2009

Not all the reforms introduced during the period Prfoject implementation were taken into
consideration. This is particularly the case of saeforms implemented under components #4 and
#7, which were excluded from the analysis for a lom@tion of conceptual and practical
considerations. In particular:
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* in the case o€omponent #4the reform of the Labor Code adopted in 2008 Ivea a series of
changes that effectively reduced the cost of |dbomprivate entrepreneurs. This is the case,
namely, of the provisions limiting claims for daneagin the case of irregular dismissal, the
reduction of the period during which female workarge entitled to partial leave for breast
feeding, and the reduction of entitlements to rei&l for family reasons. However, the cost
savings accruing to entrepreneurs cannot be regiasletrue’ PSCS, but rather as a ‘transfer’
between two parties within the private sector @meneurs and workers), and, therefore, it was
decided not to proceed to the calculation of casirg<®:

* in the case oComponent #7the effects of the tax reform introduced in 2@l€re not taken
into account for two reasons. First, there is dnbattion problem, because while the Project
contributed to the formulation of several measuitds,also clear that the whole reform process
was primarily driven by the IMF, which had beencdissing the matter with the GOBF for a
long time. Second, the reform was only recentlyoeiticed and this, combined with weaknesses
in the information available, prevents any meanihgbsessment of its impact.

Quantification of PSCS Over the 2007 — 2010 period, the PSCS generagethd reforms

supported by the Project can be estimateabatit US$ 2.7 million expressed in 2010 value. The
results of the exercise, with the breakdown by comept/reform and type of savings, are
summarized in Table 5.2 below.

t

Table 5.2 Summary of PSCS Generated (US$, 2010 vaju
Reform Co_st Time Financial Total Comments
Savings Savings Savings BS@S
Component #1 — Starting a Business
Business Does not include the so called
Registration - 228,802 45,044 q 273,846'Bouquet Koodé’, which was never
Companies mandatory
Business
Registration — Sole 84,626 76,888 @ 161,514
Proprietorships
P_rivate_ Schools 0 377 0 377 Prelim_inary, as reforms are currentl
Licensing being implemented
Component #2 — Dealing with Construction Permits
Establishment of Strictly refers to commercial
CEFAC 238,690 5,807 q 244,497builolings only
Component #3 — Registering Property
Property Transfer Results heavily influenced by
Taxation and 1,093,220 9,617 0 1,102,832stimates on the number of relevan
Procedures transactions
Component #4 — Employing Workers
Work Contracts . .
Registration 0 28 648 0 28,642% Results.h|ghly hypothetical, due to
uncertainty on key data.
Procedures
Component #6 — Enforcing Contracts
Court Awards Results heavily influenced by
Registration 240,440 0 0 240,440 estimates of the value of typical
Procedures contract award
Component #7 — Paying Taxes
Tax Appeals 0 o| 197501 197,501
Procedures
P_ayment of Taxes 410 914 0 503
via Bank
Better Organization 0 92,771 0 92,771

% This point was raised in the comments formulatgdIBC staff commenting an earlier report on the BSC

methodology.
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of Tax Offices | | \ \ |

Elimination of
Police Escorts

Results highly hypothetical, due to

347,990 0 0 347,990 uncertainty on key data.

Import Export 12.420 39,102 @ 51,528
Documents

Total 2,245,777) 299,164| 197,591| 2,742,532

Overall,about one third of total PSCS are connected witlsjwne reform the reduction of thad
valoremtax on property transactions. Other significanirses of PSCS include the simplification
of business registration, especially in the casecahpanies (14% of total PSCS), and the
elimination of police escorts for containerizedffica(12%), followed by the establishment of
CEFAC and related simplification measures (8%) asl vas the reduction of fees for the
registration of court awards (also 8%). Other nef®appear to have yielded limited benefits, with a
value below US$ 200,000.

It is important to note that, in the case of astdaree reforms,esults are heavily influenced by
uncertainties regarding some key parametefdis is particularly the case of thd valoremtax on
property transfers, for which the number of relévaansactions is not known and had to be ‘guess
estimated’ based on only partially related datathi@ case of the reduction of the fees for the
registration of courts awards, there is considerabicertainty regarding the value of a typical
commercial court case. The value retained for theyais is based on information provided by
lawyers and Ministry of Justice officials, but & much higher than the typical court claim
considered in DB Reports and it may well resultam over estimate. Finally, the data used to
estimate savings connected with the eliminatiorpaiice escort of containerized traffic are less
than ideal, and, again, an over estimate is passibl

Finally, it is worth noting thamore than 80% of PSCS refer to cost savings. to the elimination

or reduction of taxes and fees, wherédase savings are generally of limited importanct is
certainly possible that the amount of time savetth Wie elimination of certain procedures has been
underestimated. But doubling or even tripling theoant of time saved would not appreciably alter
the picture.

Assessment of Future PSCSThe possible value of future PSCS attributableeforms supported
by the Project can only be guess estimated, amtoty factors are at play. On one hand, the value
of PSCS is expected to increase as more progresads in the simplification of business licensing
procedures, although values are unlikely to betanktial judging from the results achieved in the
case of private schools licensing. Additional sggirmay emerge as a result of the recent tax
reform, but as mentioned above, only part of tleeséngs could be attributed to the Project. On the
other hand, following the approach adopted by IF@délines, the impacts associated with the
earlier reforms should be gradually eliminated fre@8CS calculations, the rationale being that,
after a certain number of years, the reforms wdwde been implemented even without IFC
support. This is the case, for instance, of th@@ry transfer tax, which was first reduced back in
2006. Based on these considerations, it seemsmaalsoto conclude that over the 2011 — 2013
period, the total value of PSCS attributable toRnejectis expected to decline, possibly reaching
a level of one half, maybe one third, of the valestimated for the 2007 — 2010

5.3 Private Sector Investment Generated

Background. Over the last few years, Burkina Faso’s privateestment displayed a markedly
oscillating trend. After a decline to little mordean US$ 500 million in 2006, investment recorded
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two positive years, peaking at US$ 1.2 billion 8082’ However, this was followed by an abrupt
decline in 2009, when investments dropped by ahdhird, to around US$ 800 million. An equally
sharp recovery to US$ 1.1 billion is expected fot@ In relative terms, private investment ranged
from less than 9% of GDP in 2006, to almost 15%92008. According to IMF projections, a more
stable pattern is expected to prevail in the mediemm, with private investments gradually passing
from about 12% of GDP in 2010-2011 to about 1492003 — 2014. The drastic changes recorded
in the last few years are the result dihsited number of large investment operations, proted by
foreign investors and concentrated in relativelywesectors such as the privatization of the
telecom company (taken over by Maroc Telecom) asgecially, the launch of several gold mining
projects by large Russian and Canadian investoos.déta are available for domestic private
investment, but anecdotal evidence suggests thaistill largely confined to the real estate secto
and in service activities, with very few initiatveof importance in manufacturing and agro-
processing. Overall trends in private investmeatsarmmarized in Table 5.3 below.

Table 5.3 Trends in Private Investment

Recent Evolution (US$ million, current prices) Recent Evolution and Projections (as % of GDP)
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Source: IMF, various country reports

Project Impact. The private sector investment generated (PSIIB&) dader the so called ‘overall
impacts’ category, in the sense that initiativedartaken under various components may concur to
increase investment levels, either directly orrieclly. In the case of Burkina Faso, the Projedt di
not encompass actions directly aimed to increasatprinvestment (as is the case of projects active
in foreign investment attraction or in facilitatimgcess to finance), and the effects on PSIG have
essentially been of an indirect nature, namelyughothe acceleration of the enterprise formation
process. A simple measure of this impact can baimdd by multiplying the number of newly
formed enterprises by the average initial investmdie number of new businesses whose
formation can be associated with Project suppadéatms is estimated at about 650 - 750 over the
2008 — 2010 period. The average investment carstsaed on the basis of a recent survey of
newly registered enterprises carried out by NMason de I'Entreprise du Burkina FagMEBF)

and covering a sample of firms registered in 2808urvey results reveal an average investment to
the tune of US$ 5,200 per newly established erntsrpHowever, the MEBF sample appears to be
somewhat skewed, with under representation of mapgtal intensive activities, thus the average

27 All data are taken from IMF publications. See artirular IMF, Burkina Faso - Staff Report for the Request for a
Three-Year Arrangement Under the Extended Creddilfg July 2010; IMF,Burkina Faso - Staff Report for 2009
Article IV Consultation, Fifth Review Under the Rdy Reduction and Growth Facility, and Requests fo
Augmentation of Access and Modification of Perfaroea Criterig January 2010; and IMPBurkina Faso - Staff
Report for the Fourth Review Under the Three-Yeam#gement Under the Poverty Reduction and Growadbiliky
and Request for Modification of Performance Crag@009.

% Maison de I'Entreprise du Burkina FasBtude sur le profil des créateurs d’entreprisesd&valuation de la
mortalité des nouvelles entrepriseRapport provisoire, June 2010. The survey wasdam a sample of 295
enterprises based in Burkina Faso’s two main ecanoanters. Ouagadougou and Bobo Dioulasso, reregeabout
9% of the target population of 3,284.
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investment was increased by 30% to US$ 7,500 per’fiBased on these parameters, the value of
incremental private sector investment associateéll Rioject promoted reforms can be estimated at
US$ 5.0 to 5.9 million for the period 2008 — 2Q1df which US$ 0.7 - 0.9 million was invested in
2008, US$ 0.5 — 0.6 million in 2009, and US$ 3.8.5 million in 2010. When compared with
overall developments in private sector investmetmgse are undeniably modest figures,
representing at most 0.5% of total investment ih@0

It is important to stress that the above figurderrenly to short term impactsin principle, the
medium term impactould be estimated using the same approach, isutvthuld require estimating
future patterns in enterprise formation, which hegreare impossible to predict.

5.4 Product-Specific Impacts

Number of New Business Registrationdn Burkina Faso, the number of business registrathas
varied significantly over the last decade. Avaitallformation indicates the number of registrations
grew significantly in the years 2003 — 2005, whegistrations peaked at nearly 5,000. This was
followed by a steep decline in 2006, with only 3)@@gistrations recorded. During 2007 — 2009,
the number of annual business registrations rafgg@een 3,600 and 4,000, whereas in 2010
information provided by CEFORE suggests the nunabeegistrations may have grown to almost
4,600. Regarding the types of enterprises regténghe 2006 — 2010 perigukrsonnes physiques
hovered around 3,000 registrations per year, wketka number of companies has constantly
increased, from 444 in 2006 to an estimated 1,87800. The evolution over time of business
registrations is shown in Figure 5.1 bel&.

Figure 5.1  Trend in Business Registrations
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Source: CEFORE and Chamber of Commerce

29 For more details on the subject, please refemoei D.3.

% Data on business registrations are from two difiesources, namely the archives kept by the chaoft®mmerce
(the so calledichier NERB and CEFORE. It should be noted that figures ftbentwo sources are not fully consistent.
For more details, please refer to Annex D, Sediicgh
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Developments in enterprise creation are often @s®ut with reforms in business registration
procedures, which make it easier to establish neerprises. However, the causation chain is more
complex, involving the whole set of reforms thdtuence the investment climate, as well as other
exogenous factors, such as the buoyant conditibiseoeconomy. With this caveat in mind, an
(inevitably rough) indication of the impact of Reoj activities on the enterprise formation process
can be obtained by comparing business registraléda over time. Based on this simple ‘before’
and ‘after’ comparison, the reforms supported leyRinoject can be credited with the registration of
about 1,200 new enterprisesf which about 300 are sole proprietorships &0@ &e companie¥.

It is important to note that the increase in bussneegistrationsloes not necessarily translate into

a similar increase in the number of new businesseperation because some registrations may
refer to pre-existing businesses that had beenabpgrinformally or, in some cases, formal
registration may not have been followed by any eedivity. Insights regarding the importance of
these aspects are provided by the above mentior@8RVsurvey. Survey results indicated that
about 23% of registered firms had started theiviégtbefore registration, while some 22% never
began operating. Therefore, the share of new bssasethat actually began operating is about 55%
of total registrations. However, the MEBF survegoafound that about one fifth of these new
businesses (i.e. 16% of the total sample) eventalspended operations, leaving only 39% in
operation after three years from registration. Base this data, it can be estimated the reforms
supported by the Project contributed to fbamalization of about 250 - 300 previously exisfin
businesses&nd to thecreation of some 900 - 950 new businessaswhich about 200 - 250 have,
or are expected to have, temporarily or permaneathsed operation three years after registration.

Number of Jobs Created The number of jobs created is regarded by the BORx ‘product-
specific impact’, logically linked to the reform ddbor legislation which, by making the labor
market more flexible, is expected to contributegtowth in the number of jobs. However, this
appears to be rather diminutive, as the numbeplo$ can also be affected by other investment
climate reforms. In this respect, the number o§joleated is conceptually not dissimilar from other
‘overall impacts’, namely the value of private istreent generated.

Regarding th@roduct-specific dimensionwith support from Component #4, in 2008 Burkires®&
adopted a new Labor Code, which included a numifeprovisions to increase labor force
flexibility (elimination of restrictions on the rewal of fixed terms contracts, limitation of claims
for damages in case of irregular dismissal, efmgcdotal information collected during field work
suggests that some of the new measures were intiézed by private operators, who in particular
tended to make greater use of fixed term contradétsvever, this has so far failed to have an
appreciable effect on overall employment leVél&Jnder these conditionst is reasonable to
exclude any significant impact

As for theoverall impact dimensionit is possible to estimate the number of job®essed with

the creation of new businesses, following a simibgic to that utilized above to estimate private

investment, i.e. by multiplying the number of newigrmed enterprises times the average
employment at start-up. An indication of the lattan again be obtained from the MEBF survey,
which also collected data on employment levelsewlg established enterprises registered in 2007.
In general, values are rather modest, as aboutd@Q@Pe firms surveyed declared an employment of
0 to 2 people. However, as indicated above, the MEBmple is partially skewed, with an over

representation of simpler activities in trade aedviees, and this is likely to depress workforce

311t has to be noted that these estimates are higgigitive to the choice of the reference periadl @indata sources.
For more details, see the analysis presented iXABn2.

%2 The matter was extensively discussed with theeRtdpam, who kindly offered to assist in retrigvinformation
from both public and private sources, but in thd Ba evidence of a positive impact could be found.
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data. Therefore, two different values were congiden the analysis, namely: (i) in the case of
micro businesses involved in trade, services amtlibeaft (deemed to account for about 70% of
total registrations), job creation was estimatedhenbasis of an average of 1.5 employees per firm,
broadly in line with MEBF data, and; (ii) in thessaof more structured operations (30% of the
total), an average employment of 5 workers per p@stablished enterprise was retained. Based on
these parameters, the number of new jobs assoauttedeforms affecting the enterprise formation
process can be estimated on the ordet, 800 — 2,000 for the period 2008 — 20XDonsidering a
total formal workforce in the private sector of 5000, the Project contribution to employment
can be estimated at 0.3 — 0.4%.

Number of Businesses Complying with Tax Regulationand Tax Revenue GeneratedThese
two impacts are primarily linked with reforms supead by the Project in two areas, namely: (i) the
reform of the tax system supported by Componenta#d, (i) the reform of business registration
procedures under Component #1. Regarding nbmber of businesses complying with tax
regulations data provided by the DGI show a decline betwd#62and 2008, from about 9,400 to
4,800 registered taxpayers, probably due to anahgaup’ of records, with the elimination of non
active taxpayers. This was followed by an incraasagbout 5,400 in 2009. Data on the payment of
VAT show a gradual increase overtime, while a naetrasted trend is found for the payment of
profit tax, with increases in certain years andlides in others. The overall trend is illustrated i
Table 5.4 below.

Table 5.4 Trend in Tax Compliance

vears Registered Ta>.(payers Taxpaye_rs Paying
Taxpayers Paying VAT Profit Tax
2006 9,318 359 179
2007 4,999 412 200
2008 4,761 413 180
2009 5,396 426 192
Source: DGI

In general, developments in tax compliance appeaetlargely unrelated to the reforms supported
by the Project. For instance, the increase in thmber of registered taxpayers recorded in 2009
(about 700) is only a fraction of the number of heregistered enterprises that same year, nearly
3,800, which suggests (barring the existence ofomé@ws in DGI records) a limited linkage
between the reform of business registration antharease in tax compliance. Regarding tive
revenue generatedaggregate data from IMF reports show a positread (e.g. with the tax
revenue reaching 13.6% of GDP in 2009, up from %3i 2008). However, this is the result of a
general effort to combat tax evasion that the G®BE been deploying for some time, as part of
agreements with the IMF. Under these conditimassignificant impact on fiscal variables can be
ascribed to Project activities

Increase in Trade Flows This impact refers primarily to the reforms sugipd by Component #8.
As in the case of tax revenue, itnist possible to proceed to any meaningful quantion of the
impact of IFC supported reformsfor a combination of factors. First, work on tliemponent
started relatively late, basically in early 2008daso far has concerned only relatively marginal
aspects, such as the elimination of a few impopeeixdocuments and the discontinuation of police
escorts for containerized goods. While operatortardy appreciate these changes (and this was
accounted for in terms of PSCS in Section 5.2),rifl@ence on the trade logistics chain has so far
been minimal. Second, and most important, the &trecof Burkina Faso’s trade flows is

3 Ministére de la Jeunesse et de 'Emplriguéte nationale sur 'emploi et la formation - EFN2008 Rapport Final,
Mai 2009.
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dominated by time-insensitive goods. Imports largebncentrate on basic goods (oil products,
building materials, consumer goods), and the tigmukars to be driven primarily by GDP growth,
with a marginal influence of other factors. As &xports, they basically consist of two items, aotto
and gold, and performance is influenced primarjydevelopments in production and in world
markets. For instance, the good export performaacerded in 2008 and 2009 was determined by
an increase in cotton volume and by a surge in goldme and prices. Under these conditions, the
impact of minor modifications to the time spent dgyerators in acquiring documents appears to
have had a negligible effett.

5.4 Summing Up
A summary presentation of the Project impacts awided in Table 5.5 below.

Table 5.5 Summary of Impacts

Type of Impact Short Term Prospects for Medium Term Impact (3-4 years horizop
Impact

Overall Impacts

Private Sector Cost Medium term impact is expected to decline, dudéophasing

Savings US$ 2.7 million out of some benefits

Private Sector US$ 5-6 million Medium term impact would depend upon developments i
Investment Generated enterprise formation, which are impossible to predi
Product Specific Impacts

Number of New 1,200 No estimate for medium term impact is possibl

Businesses Registered

Number of New Jobs No estimate for medium term impact is possible. |Efacif

Created 1,700 - 2,000 reform of labor legislation will translate into @ible effects
(N:(L;mblerir:)f \l?vﬂilr}zsxses No Visible impact In the medium term some positive impact is expetdezmtcur
Reguﬁz;{[io%s P following the full implementation of the recent teeform, but

Tax Revenue Generated No visible impact this is mostly due to IMF

Increase in Trade Flowsg No visible impact No estimate for medium term impagossible.

An indication of the Project’s ability to generat@pacts can be derived from the ratios between the
budget (US$ 2.4 million) and the estimated impadtigs. In the case &fSCS the ratio is about
1:1, i.e. one dollar spent on the Project generafguroximately 1.1 dollars of cost savings for
private operators. In the casemivate investmentsthe ratio is in the order of 1:2/2.5, with one
dollar spent generating about 2 - 2.5 dollars gegtiment. Regarding theon monetary impacts
ratios are in the order of US$ 2,300 per newlysteged business and US$ 1,400 — 1,600 per job
created. These ratios must be interpreted withaaubecause the impacts quantified are generally
linked only to asubset of Project activitiesvhose budget was a fraction of total Projectd$the
ratios were calculated with reference to theseviéiess, results would be much more favorable.

3 It should be noted that in the literature thermésunanimity regarding the influence of custonmpdification on
trade flows. In fact, while there is a growing baoalyliterature acknowledging the importance of the factor’ in
general (i.e. inclusive of transport time, custatearance, port handling, etc.) in determining érfildws, some recent
work suggests that the time required to clear custonay have a relatively modest influence compaoedelays
experienced in other phases on the import — expartess. In this respect, see Freund, CarolineNatia Rocha,
“What Constrains Africa's exports?”, World Tradeg@mization - Economic Research and Statistics @injsmimeo,
January 2010.
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6 CONCLUSIONS AND RECOMMENDATIONS
6.1 Summary Assessment

The Project is widely regarded as a successfuainié and generally positive comments have been
formulated by stakeholders and observers. The pe@esviewed in this Report definitely confirms
this positive assessment, although with some qcatibns.

The Project was ‘by definition’ aimed at achieviaig improvement in Burkina Faso’s rankings in
terms of DB indicators and thisbjective was largely attainedwvith the country gaining some
fifteen positions in the overall ranking of “Easkelming Business.” The country lost some ground
in the DB 2011, due to the elimination of the “Emphg Workers” indicator, but this is certainly
not the fault of the Project. Also, the DB rankings not always do full justice of the results
achieved by the Project, whose performance careparded as better than it appears. In fact, in
some cases the DB rankings appear to be at oddgvatevidence collected for this study (e.g. in
the case of business registration). In other calseggesults achieved or likely to be achieved. (@.g
business licensing) are simply not captured by DdBcators.

By supporting simplification of the business regisbn process, the Project contributed to an
injection of dynamism into the Burkinabé economithva positive influence on private investment

and job creation. The numbers resulting from theaot assessment exercise may not be
outstanding, but neither are they negligible, tgkimo account Burkina Faso’s structural features.
Similar considerations apply to measures implenterte reduce the complexity and cost of

property transfer and construction permit systemsch resulted in private sector cost savings and
also contributed to development of related marketsome areas (trade logistics, judiciary reform

and ADR), no impact can be demonstrated in terms)adroeconomic variables, but the Project
contributed (sometimes, along with other initiaiy& reduce the costs incurred by businesses.

An area where the Project was certainly successftérms of the intended objective but had a
seemingly limited impact is that of labor legistati The passing of the new Labor Code did
significantly improve the country’'s DB rankings amdust be regarded in itself as a ‘small
masterpiece’ of reform implementation, made posdiyl the excellent work of the Project team in
handling a sensitive matter. However, this refoeemnss to have generated limited impact so far
and, considering labor regulation has never beseriaus constraint to Burkinabé operators, it is
unlikely to make much difference in the future. Thet that the Employing Workers indicator was
removed from DB surveys starting in 2011 also addsonic element.

No progress was recorded regarding the reform okdogtcy procedures, as the recommendations
made by the Project were endorsed but not implesdelny the GOBF. However, due to the rarity

of bankruptcies in an economic system largely daeitt by micro-enterprises which ‘come and

go’, this missed target does not seem to have Imgdappreciable influence on the business
environment.

As is normally the case for initiatives of this ura, the positive achievements were the result of a
combination of factors. However, the presence @lillg dedicated and pro-active Project team
based in the country appears to have been a deeislement The Project implementation
arrangements, centered on a high level Steeringn@tte®, supported by similar structures for
some components, were certainly well designed,itowis the constant interaction between the
Project team and counterpart institutions thatlyezdused the system to function well. This was
instrumental in generating a significant changeéhm GOBF's attitude toward investment climate
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reforms, which shifted from initial skepticism, ggated by the unfavorable DB rankings in the mid
2000s, to the current positive attitude.

The Project was not an expensive one, especialigidering its duration and the volume of
activities generated. At inception, there mightééeen some over budgeting, but resources were
used sparingly throughout project implementatiohjclv goes to the credit of the Project team.
Also, the balance among cost items appears bra@ggisopriate and the value for money appears to
be high.

6.2 Recommendations

The Project is expected to be followed up by anotigeration whose preparation is currently
ongoing. The findings presented in this Report ssggome recommendations that might help to
shape future work.

Recommendation #1 — Broaden the scope of reformgobe DB-related areasAs mentioned in
the last supervision reportt*has been so difficult to get some reforms inkwa Faso this year.
This is because the reforms are more and morecdiffto implement. The author seems to refer
primarily to contingent difficulties. However, tledements collected during this study suggest that
DB-oriented reforms may have reached the stagedfring marginal returns. Certainly, there is a
long way to go to achieve the rankings of bettacetl countries, but it is questionable whether this
could make a real and visible impact on the econdfoy instance, further cutting the number of
days required to register a limited liability comgawould certainly improve Burkina Faso’s
position in DB rankings, but the majority of bussspeople would in all likelihood continue to opt
for sole proprietorships (and at any rate they Watart operating even if the registration procedur
is not complete). Under these conditions, the IFi@hiconsider broadening the scope of new
operations by focusing on other areas. In thiseaesphe theme obusiness licensing reform
appears particularly relevant. In a country wheagesintervention in the economy is embedded in
the legal and cultural traditions, public regulatiwill always play an important role in a varietly o
sectors and activities. Therefore, as the econ@ystem gradually evolves and reaches further
levels of complexity, the key issue is not so muciplementing a sweeping liberalization (the
‘bulldozing approach’ to regulation reform) buthrat of making sure that regulations in the various
lines of business are designed to be conducive arkeh development. In this context, ensuring
appropriate entry conditions for SMEs of paramount importance, as large and pollical
connected private groups could be in the positioninfluence regulatory activities (e.g. by
promoting artificially high quality or safety staawdls) in a manner that effectively precludes afriva
of new entrants. Making sure that the regulatofgrre process is not exposed to capture from
powerful groups is certainly a challenging task, fou precisely this reason should be regarded as a
possible area of intervention.

Recommendation #2 — Include an element of capadtylding in enterprise supportAnother
crucially important theme is the need sifengthening the enterprise growth procesé/hile
facilitating the creation of new enterprises istasty important, even more important is ensuring
that, once established, enterprises continue toatpand grow. Burkina Faso can count on some
reasonably efficient enterprise support structusash as thdaison de I'Entreprisgbut the range
and quality of support services provided to new$fablished and existing enterprises is still
relatively limited. The IFC has developed over ylears a series of tools (i.e. the SME toolkit) that
could prove very useful in the Burkinabé contextgerefore, future operations might well consider
leveraging these instruments to strengthen thebd#pes of existing enterprise support structures.
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Recommendation #3 — Maintain the organizational meddcentered on a strong in-country
presence The merits of the organizational model adoptedheyDBBBF project have already been
commented upon at length. It is important thatrieitmperations build upon this positive experience,
with the adaptations that might be required witbr@adening of the area of intervention, and that
they do not disperse the wealth of experiencetlthatbeen accumulated over the years.

Recommendation #4 — Collect baseline data and otheantitative information to assess the
importance of the phenomena being tacklethe availability of baseline data is criticalarder to
assess progress achieved and to lay the foundafiona proper impact assessment. Also, the
availability of quantitative information on someykeariables (number of operators active in a
certain line of business, number of transactiofgesti to a certain authorization, etc.) is esséttia
understanding whether a certain action is worthsyiag. In the later stages of implementation,
some effort was made by the Project team to gatifermation on these aspects, but there is
considerable room for improvement through the ctibé and systematization of more relevant
information.

Recommendation #5 — Adopt an activity-based accogtsystem which allows for a detailed
assessment of resource utilizationThe collection of baseline data and other quatntg
information should be complemented by the systentailection and keeping of data on financial
resources allocated and disbursed for each compamegoroduct line. This would allow for the
calculation of cost ratios for different types atigities/components, thereby making it possible to
assess their cost effectiveness.

Recommendation #6 — Support the development of llocapabilities in the analysis and
guantification of project impactsStrengthening the capabilities of government tewparts in the
analysis and guantification of impacts can contalto creating a solid basis for sustaining reform
efforts in the medium — long term. The Project ed some training in the use of the SCM
techniques for measuring the administrative burdémegulation, but results have been fairly
limited. The problem is not peculiar to Burkina &a@veaknesses have been detected also in
Rwanda) and this suggests that, if local capatslitare to be strengthened in this field, more
resources are to be invested. This may requiredéwelopment of training toolkits specifically
tailored to the realities of African countries aedpecially, a closer involvement of specialize@ IF
staff/consultants in supervising how SCM tools arplemented, so as to supplement formal
training with practical guidance.
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ANNEX A — DOCUMENTARY SOURCES

Project Files — Approval, Supervision and ProgresReporting

DBBBF Project

TAAS PDS Early Review, version dated February DOS?
TAAS PDS Approval, version dated September 19, 2005
TAAS PDS Approval, version dated March 29, 2010.
Progress Reports for January — June 2006

Progress Reports for July — December 2006

Progress Reports for January — June 2007

Progress Reports for July — December 2007

Progress Reports for January — June 2008

Progress Reports for July — December 2008

Progress Reports for January — June 2009

Progress Reports for July — December 2009

Progress Reports for January — June 2010

Final Donor Report

Supervision Reports #1, #2, #3, #4, #5, #6, #7#8&nd #10
Nathan Associates Inc., Doing Business Better irkiBa Faso, Mid-Term Evaluation, Final
Report, December 19, 2007

Trade Logistics Projec

Trade Logistics Supervision Report #2
Donor Report, Burkina Faso Trade Logistics Projégly — December 2009

Project Files — Substantive Matters

FIAS, Analyse des procédures d’attribution de terraindeepermis de construire, Novembre
2006

Fiche de synthese des recommandations relativea &éduction des colts de création
d’entreprise au Burkina Faso, s.d. (but 2007)

Rapport de synthese de I'analyse des procédurasegiistrement de terrains et de délivrance de
permis de construire, Mars 2007

Rapport général de I'atelier de validation du rapp® synthése de I'analyse des procédures
d’enregistrement de terrains et de délivrance deigsede construire, 16 mars 2007

Etude sur la cessation des activité au Burkina Fastobre 2007

Projet de mise en place du Guichet Unique du FonckRapport de mission de Peter Bloch
aupres de la Société Financiére Internationaleag@iougou, du 3 au 10 janvier 2008
Améliorer le climat des investissements au Burlkaao, Février 2008

Les innovations du nouveau Code du Travalil, st 2008)

FIAS, Diagnostic of Alternative Dispute Resoluti®DR) Mechanisms in Burkina Faso, Final
Report, September 2008

Reforming Burkina Faso Trade Logistics System: BHaecember 2008

Trade Logistics - BTOR - Burkina Faso Mission, ktar30 — April 03, 2009

Burkina Faso Business Licensing Reform Project ASG®nsulting, s.d. (but 2009)
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Lourdeurs Administratives Projet Pilote: Reformes decences pour les secteurs industriels,
SIRA Consulting, presentation, 15 et 16 avril 2009

FIAS, Burkina Faso - A Summary Review of Tax anel litvestment Climate, June 2009
Licenses Sectorielles, version Novembre 2009

Reforming Burkina Faso Trade Logistics System: BHaslanuary 2010

Etude sur la rationalisation des licences d’afgidein 2010

Methodological Documents

Freund, Caroline and Nadia Rocha, “What Constraiigca's exports?”, World Trade
Organization - Economic Research and Statisticssin, mimeoJanuary 2010

IFC, Guidelines for Aggregate Cost Savings templatei¢hasd. (but August 2010)

SCM Network,International Standard Cost Manydk.d.)

Shara, Luba “How to Improve the Quality of Proj&@dmpletion Reports”, presentation at a
PCR training workshop, Johannesburg, July 27, 2009.

Other Documents

CCIA-BF et MEBF,Evaluation des gains generés par la mise en plase@EFORE pour le
secteur privéAolt 2005

IFC, Doing Business 2010 — Burkina Fag®09

IMF, Burkina Faso - Staff Report for the Request forhae@-Year Arrangement Under the
Extended Credit FacilityJuly 2010

IMF, Burkina Faso - Staff Report for 2009 Article IV Gahation, Fifth Review Under the
Poverty Reduction and Growth Facility, and Requesis Augmentation of Access and
Modification of Performance Criterjalanuary 2010

IMF, Burkina Faso - Staff Report for the Fourth Reviemder the Three-Year Arrangement
Under the Poverty Reduction and Growth Facility &ehuest for Modification of Performance
Criteria, 2009

Maison de I'Entreprise du Burkina Fadetude sur le profil des créateurs d’entreprises et
d’évaluation de la mortalité des nouvelles entrepsi Rapport provisoire, June 2010

MINFIN, Rapport de fin de projet « Guichet Unique [oncier au Burkina Faso», 08/06/2010
Ministere de la Jeunesse et de 'EmpEnguéte nationale sur I'emploi et la formation - BN
2008 Rapport Final, Mai 2009.

ONEF, Tableau de bord du marché du travail 2000 — 20809

USAID, Transport and Logistics Costs on the Tema-Ouagadwugorridor, West Africa
Trade Hub Technical Report #25, April 2010

USAID, Trucking to West Africa’s Landlocked Countries: Meir Structure and CondydiVest
Africa Trade Hub Technical Report #32, Septembéi020

World Bank,Enterprise Surveys Country Profile — Burkina Fa®82 2009

World Bank,Burkina Faso - ROSC - Insolvabilité et droits desanciers Juin 2008

Statistics

BCEAO, Bulletin de Statistiques Monétaires et Financieresious years
CBC, statistics on containerized traffic

CCIA-BF, statistics on enterprise registrations

CEFORE, statistics on enterprise registrations

CEFAC, statistics on construction buildings

45



GUF, statistics on property registrations (land huoidings)
DGl, statistics on taxpayers registration, comgl&grpayments via bank and appeal

46



ANNEX B — PERSONS AND INSTITUTIONS INTERVIEWED

Institution

Name

Position

MINFIN

Mme Nare

Conseiller Technique du Ministre de

I'Economie et des Finances

MINFIN - Direction des
Affaires Domaniales et
Foncieres

M. Moussa Traore

Directeur

MINFIN - Direction des
Affaires Domaniales et
Foncieres

M. Rigobert Tahita

Directeur Adjoint

MINFIN - DGI Pr Filiga Michel Sawadogo Directeur (eral

MINFIN - DGI M. Barthélémy Dabré Chef de servicgilation

MINFIN - DGI M. Séni Konkobo Chef de Service EtugleRéalisation
MINFIN - DGI M. Adama Badolo Directeur de I'Infoatique et des

Prévisions

MINFIN - Direction
Générale des Douanes

M. Adama Sawadogo

Directeur de la Législation et de la
Réglementation

MINFIN - Direction
Générale des Douanes

M. Victorien Zoungrana

Chef de service valeur

MINFIN - Direction
Générale des Douanes

M. Frangois Ouedraogo

Fonctionnaire

MINFIN - Direction
Générale des Douanes

M. Aboubacar Ouedraogo

Fonctionnaire

Guichet Unique du Foncier

M. Kassoum Traoré

Dinaicte

MINCOM - Direction
Générale de la Promotion
du Secteur Privé

M. Bernard Zougouri

Directeur Général

MINCOM - Direction
Générale de la Promotion
du Secteur Privé

Mme Fatoumata Dayo

Fonctionnaire

MINCOM - Direction
Générale de la Promotion
du Secteur Privé

M. Warma

Fonctionnaire

MINCOM - Guichet
Unique pour les DPI

M. Abdouramane Ouedraog

D

Directeur

Ministére de la Justice

M. Julien Dabire

Conseiller du Ministre de la Justice

Ministére de la Justice

M Issa Fayama

Magistragr@annateur du projet

création des tribunaux de commerce

Ministere des
Enseignements
Secondaires, Supérieur et
de la Recherche

M. Ludovic Bouda

Directeur de I'enseignement privé

Scientifique
CNSS M. Edmond Sawadogo
CCIA - BF M. Djebre Sore Administrateur Fichier NER

Maison de I'Entreprise du
Burkina Faso

M. Issaka Kargougou

Directeur

CEFORE M. Moussa Traoré Directeur
CAMC-O Mme Bintou Boli Secretaire Permenente
M. Julien Lalogo Avocat
AGEIM M. Bénoit llboudo Directeur Administratif &nancier

Yomba Business

M. Bernard Yameogo

Owner
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SATA Afrique M. Roland Tamini Architecte
International des Céréales|ef. Martial Sawadogo Directeur
Oléagineux
Cabinet de Soins Médicaux M. Victo Zongo Urgentiste
- Notre Dame du Perpétue
Secours
African Development Bankl M. Dayo Tankien Economist
IFC M. Alain T. Traoré Program Manager
IFC Mme Marie-Geneviéve Economist
Compaoré
IFC M. Inoussa Ouédraogo Associate Operations €ffic
IFC M. Hamidou Sorgo Associate Operations Officer

In addition to the above, during fieldwork intenie were held with other counterparts in the privseetor
who asked that their name be kept confidential.
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ANNEX C — IMPACT ASSESSMENT — PRIVATE SECTOR COST SAVINGS
C.1 Introduction

In this Annex, we provide detailed presentatiorih&f data used and the approach adopted for the

estimate of Private Sector Cost Savings (PSCS)Anmex is structured as follows:

» Section C.2 briefly recaps the methodological appino

» Section C.3 presents some general parametersmugieel analysis;

» Sections C.4 through C.10 illustrate the calcutetiof PSCS for, respectively, Components #1,
#2. #3, #4, #6, #7 and #8.

The detailed calculations for the various typeBP8LCS are presented in a separate spreadsheet.
C.2 Methodology

Overview. The methodology adopted for estimating PSCS builobn the preparatory work done
in the earlier stages of the Assignment and preskinta separate repdrtThe approach presented
here also takes into account the work done by IRCthe refinement of M&E indicators for
investment climate projects and, more specificalhe methodology developed for estimating
aggregate cost savings accruing to private opexatd¥ith this in mind, it is worth noting that the
IFC methodology is developed in an ex-ante fram&wahereas this exercise adopts an ex-post
perspective. As will be shown below, this involsesne modifications in the definition of variables
and in calculation procedures.

Taxonomy of PSCS Three types of PSCS can be identified, namely:

* reduction inout of pocket expenseassociated with the abolishment/simplificationceftain
procedures (“cost savings”);

* reduction in theiime spent by private operatoia dealing with certain procedures that have
been abolished/simplified (“time savings” or “saysnn the opportunity cost of time”);

* reduction in thefinancial burden related to changes in the payment profile for asert
procedures (“financial savings” or “savings in tigoortunity cost of money”).

Cost savinggefer to two items, namely: (i) the eliminatiorduetion of certain fees (stamp duties,
service fees, etc.) and (ii) the elimination/reduttof the need to rely on service providers for
certain formalities (e.g. elimination of notarizatifor certain documents, development of standard
articles of incorporation or memorandum of assammtwith ensuing elimination/reduction of the
need for legal advice). These two effects are fanralwide range of areas of intervention, from the
registration of buildings (i.e. reduction of theoperty transfer tax) to contract enforcement (i.e.
reduction of fees for filing a commercial case aut).

Time savingsrefer to the gains in terms of opportunity costlaifor resulting from regulatory
simplification and/or from the adoption of improvedganizational models for certain services.
This is, again, relevant for a wide range of adaatervention, from business registration (egaa
result of the establishment of one stop facilitiEs}axation (e.g. whenever payment of taxes via
bank, rather than at the tax office, is accepted).

% Report #2 — Methodological ReppAugust 12, 2010.
% |FC, Guidelines for Aggregate Cost Savings templatei¢has.d. (but August 2010), hereinafter referred dathe
‘IFC Guidelines.’
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Financial savingsresult from the reduction of financial burdensddered by private operators as
a result of changes in the payment modalities éotain fees or taxes. For instance, in Burkina Faso
the government recently reduced the amount taxpdyaere to pay in order to file a tax appeal, and
this provides some cash flow advantages to ens&gri

Estimating PSCS In analytical terms, estimating PSCS is quitdraightforward exercise, as it
essentially involves the multiplication of a ‘priecdement’, i.e. the savings achieved in one
particular case, with a ‘quantity element’, i.ee thumber of relevant observations, referred to as
‘transactions.”’

The nature of th@rice elementdepends upon the nature of the reform under ceratidn. In the
case of_cost saving®.g. the elimination of a certain fee or tax, thmpact can generally be
ascertained quickly. However, when the fee or sagxpressed iad valoremterms (e.g. property
transfer tax equal to a certain percentage of #ilaevof the property) it is necessary to make
reference to the value of the good on which theofetax is levied. The value of time savirigghe
result of the multiplication of the time saved tkarto a certain reform (expressed in terms of
hours) times the unit value of labor (expressetdauarly total labor costs, i.e. inclusive of bergfit
social security, and taxes). Finally, the valudiomdncial savingss determined by multiplying the
amount of the payment deferred thanks to a ceréhomm times the relevant interest rate.

The nature of thguantity elementi.e. the number of transactions, also varies ni@ipg upon the
type of the reform considered. In certain casesg,the registration of newly established firms, the
number of transactions coincides with the numbezaminomic agents affected by a certain reform.
In other cases, e.g. the payment of VAT, the numblertransactions is the result of the
multiplication of the number of economic agentsesrthe number of times these agents have to
undergo a certain procedure. In still other casegg,the checking of trucks at the border, thereis

a priori rigid relationship between the number of econoagents and the number of procedures,
and the number of transactions must be measuregaendently.

Two further aspects are worth highlighting:

* PSCS are calculated for the life of the whole Ritojas benefits may occur at different points
in time, in order to properly aggregate annual ealit is necessary fwoceed to compounding
taking the terminal year of the Project as refegepaint. This is done using the relevant real
interest raté’

* some costs incurred by private operators (e.g. &b taxes on specific transactions) are
deductible for profit tax purposes, and this reduttee burden of complying with regulations.
Therefore, in order to calculate the net impactedbrms, it is necessary taljust the savings
considering the relevant profit tax rateHowever, this does not apply to economic agents
registered under ‘simplified’ tax regimes, typigalhvolving the payment of turnover taxes
and/or of lump sum taxes.

Practical Issues While the method of calculating PSCS is relagvgimple, significant practical
problems arise for various reasons. This is pddibuthe case with cost savings and time savings,
namely:

* Cost SavingsThere are two main issues related to this typplogPSCS. First, sometimes
baseline data refer only to partially relevant ailons. For instance, in the case of the
registration of enterprises, the benchmark feesiged by the DB Reports refer to the case of
limited liability companies. However, in Burkina $eathe large majority of newly formed

3" This represents a departure from the IFC Guidsimich recommend the discountin§savings to the baseline
year. The difference is obviously due to differpetspective adopted, which is ex ante in the IF@@ines and ex
post in this exercise.
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enterprises are sole proprietorships. This meaas lihseline data for enterprises without a
corporate form have to be reconstructed,

* Time SavingsIn this case, baseline data are usually misdd) Reports typically record the
delays, not the time spent in performing the vagidasks) and reconstructing the baseline
situation after 3 to 5 years is made difficult lagihg memories. Data obtained from companies
and professionals are often at odds with each othigéh wide variability. This means that
calculations are inevitably based on fairly rougtireates. Also, coherent data on labor costs
are also difficult to gauge given the huge diffe®s in wage levels across various types of
enterprises. In principle, there is also a concapitwblem with determining the hourly wage of
an entrepreneur, who ‘by definition’ does not reees wage. But this is largely a theoretical
problem, because in the countries covered mosepneineurs are ‘survivalist entrepreneurs,’
whose income is often lower than that of employedke formal sector.

C.3 Basic Assumptions and Key Parameters

Baseline Year and Reference Periodlhe baseline year B00§ when the Project was approved.
The reference period for the calculation of PSCE&7 — 2010

Profit Tax Rate. The standard profit tax rate in Burkina Faso @Wp85% in 2006 and 2007, (ii)
30% in 2008 and 2009, and (iii) 27.5% in 2010. Hearethe standard rate is subject to exceptions.
First, there is a minimum tax payablenfp6t Minimum Forfaitaire- IMF), corresponding to 0.5%
of turnover and subject to thresholds dependinghujpe tax regime adopted, which in turn is
linked to the size of the enterprise. In the casleusiness taxpayers under the so calésgime du
bénéfice du Réel Norm@RN), the IMF was CFAF 500,000 until the end 002@&nd was raised to
CFAF 1,000,000 in 2010. In the case of taxpayedeuthe so calledégime du bénéfice du Réel
Simplifié d'Imposition(RSI), the IMF used to be CFAF 200,000 until thmel eof 2009 and was
raised to CFAF 300,000 in 2010. In case taxpayetsfar the payment of the IMF, expenses
incurred are not deductiblé&Second,rebates on the amounts payable are applicableMBsS
associated with the so calledntres de gestion agrééSGA). The rebate is 30% on the standard
tax rate and 50% on the IMFhird, favourable conditions are applicable to entegsrisenefiting
from special clauses in the Investment Coémally, since 2010 newly established SMEs are
exempted from the payment of the IMF. No informatis available regarding the number of
business taxpayers falling in the different catexmrbut available evidence suggests that the
standard tax rate is applicable only to a minoatybusiness taxpayers, namely those having a
corporate formgersonnes moral@sTherefore, the following assumptions were made:
* companies gersonnes moralgs50% were subject to the standard tax rate afd p@aid the
IMF or were exempted,;
» sole proprietorships and partnershipsréonnes physiques20% were subject to the standard
tax rate and 80% paid the IMF or were exempted.

The relevant tax rates for the various years agsgnted in Table C.1 below. For the calculation of
the overall average, reference was made to datgerational businesses provided by the Chamber
of Commerce, according to which companies accaumdtbout 22% of total registered businesses.

Table C.1 Tax Rate

Year Average Tax Rate - | Average Tax Rate —| Average Tax Rate
personnes morales | personnes physiquey — All Businesses
2006 17.50% 7.00% 10.01%
2007 17.50% 7.00% 10.01%
2008 15.00% 6.00% 8.58%
2009 15.00% 6.00% 8.58%
2010 13.75% 5.50% 7.87%
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Exchange Rate and CompoundingAnnual exchange ratedo transform CFAF values in US$
terms are taken from IMF. Theal interest ratesused for compounding purposes were calculated
as the difference between the average lendingaratéhe annual inflation rate. The average lending
rate is calculated based on BCEAO data for the gniate and the maximum lending rate (with
weights, respectively of 30% and 70%) in June chegear’® Inflation is measured by the annual
CPl increase as shown in IMF reports. Data arecptted in Table C.2 below.

Table C.2 Exchange Rates and Real Interest Rates

Year Exchange Rate Lending Rate | Inflation Rate (B) Real Interest Rate
(A) (A-B)

2006 552.05 15.8% 2.4% 13.4%
2007 547.05 15.7% -0.2% 15.9%
2008 546.62 15.7% 10.7% 5.0%
2009 565.12 15.2% 2.6% 12.6%
2010 585.00* 15.2% 2.3% 12.9%

* Estimated

Time Savings For calculation of time savings, reference waslen® key parameters indicated in
the IFC Guidelines, namely: (i) 250 working days year, and (i) 8 working hours per day.

Unit Value of Labor. Four professional profiles were considered, ngmel
* high level staff (management);

* medium level staff (office manager/secretary);

* low level staff (newly recruited clerlagent de liaiso)

* independent small trader.

The unit value of labor is expressed in terms airlyogross wage/earnings, inclusive of income
taxes and social security contributions (when a@japlie). Estimates are based on two main sources.
In the case ohigh, medium and low level stgfuseful information was derived from tEmquéte
nationale sur I'emploi et la formatio(ENEF), carried out in 2008, which provides datavwage
levels in the private sectdt ENEF data show a great a variation across vatiypes of enterprises
(sole proprietorships, limited liability companiemint stock companies, etc.), reflecting the
different level of sophistication of the businessdels adopted. For the purpose of this PSCS
exercise, reference was made to the average gragsswprevailing in limited liability companies,
which were further increased by 16% to take int@oaat the social contributions paid by
employers and then rounded up to the next highekFCEO,000. In the case of high level staff,
reference was made to the average value for tvagodes of personnel, nameatgdres supérieurs
and cadres moyendg~or the medium and low level staff, reference wesle, respectively, to the
values foragents de maitrisandemployésData are summarized in Table C.3 below. Resiilts o
these calculations were checked with some emplapésviewed during field work and found to
be realistic, although possibly a bit on the higkeslIt should be noted that the average monthly
wage of the low level category is two times the imum wage $alaire minimum
interprofessionnel garantiSMIG).

% See BCEAOBUlletin de Statistiques Monétaires et Financiésesious years.
39 Ministére de la Jeunesse et de 'Emplriguéte nationale sur 'emploi et la formation - EFN2008 Rapport Final,
Mai 2009.
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Table C.3  Monthly Cost of Labor — Data Analysis

Professional Monthly Gross Social Security Total (A + B) Adjusted Value Retained
Profile Wage (A) (16% of wage) (B) for the Analysis
High Level 192,775 30,844 223,619 230,000
Medium Level 96,040 15,366 111,406 120,000

Low Level 55,290 8,846 64,136 70,000

Monthly labor costs were then multiplied by 13 &xcount for the end of year bonus) and divided
by 2,000, in order to obtain hourly labor costsjchtyielded the following figures:

* high level staff (management): CFAF 1,495/hour;

* medium level staff (office manager/secretary): CFA®/hour;

* low level staff (newly recruited clerlagent de liaisop CFAF 455/hour.

Strictly speaking, these values refer to 2008 they were kept constant for the whole period under
review, as field interviews suggested stabilityaibor costs over the last few years.

In the case oindependent small tradersearnings vary enormously, depending upon type of
business, the location, etc. Based on informatmifected through personal interviews an average
(or rather, ‘typical’) income of CFAF 4,000 per dags considered, which yields an hourly income
of CFAF 500.

C.4 Estimate of PSCS for Component #1 - Businessa@tup and Licensing

In the case of Component #1, PSCS have been daldulgith reference to several reforms,

subsumed under two main headings, namely:

» the reform of business registration procedured) a@parate calculations for companies and for
sole proprietorships;

» the reform of licensing procedures for private sitbo

Reform of Business Registration — CompaniesThis is a composite reform, involving the
adoption of a series of successive legal, admatige and organizational measures entailing: @) th
simplification of registration requirements, witthet elimination of certain steps and the
concentration of responsibilities in a newly essi®#d one-stop-shop type of structure, and (ii) the
reduction of registration fees and of other oupotket costs. The relevant numbetraihsactions

is given by the number of compani&ARLandsociétés anonymeeegistered during the reference
period. In particular, for the years 2006 — 200@nmence was made to NERE data, whereas for 2010
CEFORE data were used (see Section D.2 below). R8Ia& to both cost and time savings. In
particular:

* Cost savingsnclude:

o the elimination of the need to register the artictkd association with tax authorities, with
savings equal to (i) CFAF 6,000 for the fixed fewl 4ii) CFAF 6,000 for the registration of
the document (CFA 400 per page * an average ofafe). This results in a cost saving of
CEAF 12,000 starting in 2008

o the reduction in the cost for the publication oé tformation notice, passing from CFAF
45,000 in 2006 and 2007 to CFAF 20,000 in 2008 an@FAF 10,000 in 2009 and 2010
(following the introduction of the web publicatime CEFORE, with a cost saving_of CFAF
25,000 in 2008 and of CFAF 35,000 in 2009 and 2010

o the reduction in registration fees with CEFORE,spag from CFAF 50,000 in 2006 through
2008 (excluding the so called ‘Bouquet Koodé’, whieas never mandatory) to CFAF 37,500
in 2009 and 2010, with a cost saving of CFAF 12,550P009 and 2010

* Time savingsnclude:
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o the elimination of the need to register articlesiraforporation with tax authorities, with a
savings of 4 hours starting in 2008

o the elimination of the need to file a declaratiam the start of activities with the National
Employment Agency, with a savings of 2 hours starth 2007

o the elimination of the need to file a declarationtbe start of activities with the Inspection du
Travail, with a savings of 2 hours starting in 2007

o the elimination of the need to publish the formatiwtice in newspapers, with a savings of 2
hours starting in 2009

A summary presentation of key parameters is pravidd able C.4 below.

Table C.4 Reform of Business Registration for Compaes — Parameters

Years Transactions | Cost Savings (CFAF) | Time Savings (Hours)
Baseline 2006 444
2007 654 4
2008 727 37,000 8
2009 775 54,500 10
2010 1,078 54,500 10

Reform of Business Registration — Personnes Physigsl This concerns the registration of sole
proprietorships and partnerships. Registration gataces for these firms were reformed in parallel
with those used for limited liability companiesthalugh the scope of reform was more limited. The
relevant number dfransactionsis, again, given by actual registration data fue groprietorships
and partnershipgpérsonnes physiqueduring the relevant period. In particular, foethears 2006

— 2009 reference was made to NERE data, where&didr CEFORE data were used (see Section
D.2 below). Again, PSCS relate to both cost an& tsavingsCost savingsefer to the reduction of
the CEFORE registration, which declined from CFAF390 in 2006 through 2008 to CFAF
39,890 in 2009, with a savings of CFAF 7,500 stgrtirom 2009 Time savingsrefer to (i) the
elimination of the need to file a declaration or #tart of activities with the National Employment
Agency, with a savings of 2 hours from 200hd (ii) the elimination of the need to file a
declaration on the start of activities with the idaal Employment Agency, with a savings of
another_2 hours from 200A summary presentation of key parameters is pgexviin Table C.5
below.

Table C.5 Reform of Business Registration for Persmes Physiques — Parameters

Years Transactions | Cost Savings (CFAF) | Time Savings (Hours)
Baseline 2004 3,129
2007 3,301 .. 4
2008 2,905 .. 4
2009 3,004 7,500 4
2010 3,502 7,500 4

Reform of Private Schools Licensing ProceduresThis concerns the consolidation of certain
procedures, the simplification of documents to llensitted and the delegation of certain powers to
regional directorates of the Ministry of Education connection with the issuance of licenses
(agréement et ouverturef private schools. The reform was introducethim Summer of 2010, and
for the purposes of this exercise it is expectegrtmiuce PSCS for only half a year. The number of
transactionsis equal to the number of new private schools mgeevery year, which, based on
information provided by the Ministry of Educatids,estimated at around 30, i.e. 15 for the second
half of 2010.Time savingsrelated to the reform are estimated_at 20 hotuire reform is also
expected to bring about modifications in the fe@arged by the Ministry. However, this is
anticipated to result primarily in a rebalancingfeés between schools in Ouagadougou (which
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would pay more) and schools in other cities (whiduld pay less), with a negligible overall effect.
A summary presentation of key parameters is pravidd able C.6 below.

Table C.6 Reform of Private Schools Licensing Prodeires — Parameters

Years Transactions | Cost Savings (CFAF) | Time Savings (Hours)
Baseline 2006
2007
2008
2009 .. .. .
2010 15 .. 20

C.5 Estimate of PSCS for Component #2 — Dealing witConstruction Permits

In the case of Component #2, PSCS have been daldulgith reference to several reforms,

subsumed under two main headings, namely:

* the creation of a one-stop-shop structure (the GEFAesponsible for the handling of
construction procedure permits;

» the reduction or elimination of various fees.

Establishment of CEFAC. CEFAC was established on 15 April 2008, to haradldhe matters
related to the issuance of construction permitse Hlamber oftransactionsis equal to the
construction permitdi€enses de construiyessued by CEFAC since its establishment. Forytes
2010, available data refer to the first five montsd were extrapolated for the entire year. Ia lin
with the nature of the exercise, transactions refarusively to permits for buildinga usage
commercialor a usage mixteexcluding private houses. The establishment GF&AEinvolvedtime
savingsassociated with the elimination of five steps, em(i) the submission of the technical file
to the municipality, (i) the payment of a fee hetmunicipality, (iii) the payment of a fee the
Direction Générale de I'Architecture et de la Camstion, (iv) the payment of a fee to the fire
department, and (v) the submission of the techrfit@land payment of the related fee at the
Direction Générale de 'Amenagement du Territoifehe time savings associated with these
simplifications are estimated at some 15 hourdistain April 2008 It is important to note that
these savings do not take into account the numernisste inspections listed in DB Report 2007,
as they were never mandatory (and, indeed, neveedaout even on a voluntary basis, at least
with the abnormal frequency indicated in the DB &&p. A summary presentation of key
parameters for the reform is provided in Table lzlow.

Table C.7 Establishment of CEFAC — Parameters

Years Transactions | Cost Savings (CFAF) | Time Savings (Hours)
Baseline 2006
2007 .. .. .
2008 41* . 15
2009 76 .. 15
2010 145 .. 15

* CEFAC operational since mid April only

Reduction or Elimination of Various Fees Since late 2007 several fees connected with the
issuance of construction permits were reduced ionihited. The number dfansactionswas
estimated based on data provided on the numbegraiifs issued by CEFAC. In particular: (i) for
2009 and 2010 the number of transactions is equidlet number of permits issued by CEFAC (see
above); (ii) for 2008 and 2007, the number of teani®ons was estimated (on a pro rata basis) based
on the permits handled by CEFAC since mid April 0Cost savingsrefer to the following
measures:
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» the reduction in the fee payable to the fire deparnt for checking the fire safety plan, was
reduced from CFAF 30,000 in 2006/2007 to CFAF 5,0@mn 2008, with a cost savings of
CEAF 25,000 starting in 2008

* the reduction in the fee charged by thaboratoire National du Batiment et des Travaux
Publics (LNBTP) for carrying out soil studies, which dewd from CFAF 700,000 in 2006, to
approximately CFAF 400,000 in 2007 (CFAF 300,000H4aildings up to 600 square meters,
proportionally more for larger buildings) and to AF-300,000 from 2009 onwards, resulting in
cost savings of CFAF 300,000 in 2007 and CFAF 40 $arting with 2009°

* the elimination in 2008 of the fee associated wiltk technical check carried out by the
Direction Générale de '’Amenagement du Territofsee above), which used to be equal to
0.03% of estimated construction code\is estimat)f Assuming an average construction cost
of about CFAF 40,000,000 (for a two story buildifog commercial use), this resulted in cost
savings of CFAF 12,000 starting in 2008

A summary presentation of key parameters for tfevalbeforms is provided in Table C.8 below.

Table C.8 Reduction and Elimination of Various Fees- Parameters

Years Transactions | Cost Savings (CFAF) | Time Savings (Hours)
Baseline 2006
2007 60* 300,000
2008 60* 337,000**
2009 76 337,000**
2010 145 337,000**

*Estimated based on number of licenses issued ByACEsince mid April 2008
** Equals 300,000 + 25,000 + 12,000

C.6 Estimate of PSCS for Component #3 — Real EstalRegulations

Reform of Property Transfer Taxation. This concerns the reduction of the valoremtax on the
transfer of property, which was reduced from 15%4.@86 in 2007 and from 10% to 8% in mid
2008. The number dfansactionsis unknown and was ‘guess estimated’ by doublirggrtumber
of construction permits estimated based on CEFA@ (e above). In order to estimate tbet
savings reference was made to a property worth CFAF 1203, a value in line with that of the
so called ‘standardized property’ presented inRBeReports. This yields a cost savings of CFAF
600,000 in 2007 and 2008 and of CFAF 840,000 in92&0d 2010 The key parameters for this
reform is provided in Table C.9 below.

Table C.9 Reform of Property Taxation — Parameters

Years Transactions* | Cost Savings (CFAF) | Time Savings (Hours)
Baseline 2006
2007 120 600,000
2008 120 720,000
2009 152 840,000
2010 290 840,000

*Set equal to the double of estimated construgbiemits

Reform of Property Transfer Procedures This concerns the simplification of procedurestfe
registration of property with the establishmenthad Guichet Unique FonciefGUF), together with
the reduction in some related fees. The numbéraokactionsis set equal to those considered for

“0 This item is included in DB Reports, but its catesation for impact assessment purposes is someaighatable, as
the carrying out of a soil study cannot be regaraedn administrative procedure but rather as sonedle_technical
requirement for buildings of a certain type.
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the reform of property transfer taxation (see apovViene savingsrefer to the elimination of three
procedures, namely: (i) the elimination of the néedjet permission for the transfer of property
from the municipality (in 2008), (ii)) the merging two procedures related to the inspection
valuation of the property (in 2009), and (iii) theerging of two procedures related to the payment
of fees (again in 2009). This yields a time saviog®bout_7 hours in 2008 and in the first four
months of 2009, and 15 hours starting in the rem@inf 2009 and in 201@ost savingsefer to

() the elimination of the fee requested by the mipality for permission to transfer property
(effective beginning 2008, as includedlai de Financg with a savings of CFAF 600, and (ii) the
elimination of fees to obtain valuation (CFAF 6,2@0d its registration (CFAF 6,200), replaced by
fees to be paid to GUF (CFAF 6000 for the valuatto@FAF 4000 for the valuation registration +
CFAF 1700 for the stamp duty = CFAF 11,700), withet gain of CFAF 700; effective with the
establishment of GUF in May 2009. Taken togetheesé¢ reforms yield a cost savings_of CFAF
600 in 2008 and in the first four months of 2008d @f CFAF 1,300 starting from May 200Bhe
key parameters reforms are provided in Table Celévi

Table C.10 Reform of Property Transfer Procedures Parameters

Years Transactions* | Cost Savings (CFAF) | Time Savings (Hours)
Baseline 2006
2007 120 .. .
2008 120 600 7
2009 152 1,066 10**
2010 290 1,300 15

*Set equal to the double of estimated construgbiemits
** \Weighted average of time savings in first fouonths (7 hours) and in subsequent 8 months (15shour

C.7 Estimate of PSCS for Component #4 — Labor Ledation

Reform of Work Contracts Registration Procedures The introduction of the new Labor Code in
mid 2008 involvednter alia the elimination of the need for employers to gdhelnspection du
Travail (IDT) to get a visa for each new work contractthmcorresponding time savings. The
number oftransactions is difficult to estimate, because compliance wilkils regulation was
traditionally fairly low, although seemingly on thise. Figures on work contract visas published by
the Observatoire National de 'Emploi et de la Formati®rofessionell{ONEF)}* show that the
number of contracts registered was on a risingitegrthe moment of reform, and it is reasonable to
assume that without the reform there could have Bg&00 visas issued in the second half of 2008,
and around 7,000 in 2009 and 2010. However, severdflacts could be brought at the same time
to the IDT for registration, therefore the numbgétransactions was estimated to be equal to a third
of the total number of contracts, i.e. 1,200 inosethalf of 2008, and 2,400 in 2009 and 2010.
Time savingsrefer to the elimination of two visits to the IDdne to submit the contracts and the
second to collect them duly stamped, with a saviigd hours starting in mid 2008 he key
parameters are summarized in Table C.11 below.

*L ONEF, Tableau de bord du marché du travail 2000 — 208®09. Data for contract visas are as follows:2®)345;
2006: 4,363; 2007: 5,972; 2008: 5,625. The repoggssts that the increase between 2005 and 2007dueadto
increasing compliance ffopension des employeurs a se conformer de plygusna la législation sur le marché du
travail”, page 28). The figure for 2008 (only marginalbyer than that for 2007), suggests that visas whesed out
only gradually after the passing of the new Labod€& The assumption made here is that complianagdwave
continued to grow in 2008, reaching a plateau 000G visas issued, and remained thereafter.
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Table C.11 Reform of Work Contract Registration Pracedures — Parameters

Years Transactions | Cost Savings (CFAF) | Time Savings (Hours)
Baseline 2006
2007 .. .. .
2008 1,200 .. 4
2009 2,400 .. 4
2010 7,000 .. 4

C.8 Estimate of PSCS for Component #6 — Contract Earcement

Reform of Court Award Registration Procedures This refers to the elimination of the court
decisions registration fees, calculated on theevaluthe court award. A first reduction in tlad
valoremfee (from 4% to 2%) took place in early 2006, aad not be attributed to the Project. The
fee was eventually eliminated in May 2008. The nandftransactionsis estimated on the basis of
the number of court cases handled byThbunal de Commerce Ouagadougu, which was 186 in
the first six months of 2010. Extrapolating the f@nto the entire year and considering that the
court in Bobo Dioulasso typically has a workloadttis 50% lower, the total of transactions was
estimated at 500 year (250 in 2008pst savingsare estimated using the average value of court
awards of CFAF 5,000,000 (i.e. about US$ 9,000)s Thalue was estimated based on information
collected during fieldwork and is significantly Iigr that the typical court claim considered in DB
Reports. Therefore, the savings is of CFAF 1004@€ting with mid 2008The key parameters are
summarized in Table C.12 below.

Table C.12 Reform of Court Awards Registration Proedures — Parameters

Years Transactions | Cost Savings (CFAF) | Time Savings (Hours)
Baseline 2006
2007 .. ..
2008 250 100,000
2009 500 100,000
2010 500 100,000

C.9 Estimate of PSCS for Component #7 — Paying Taxe

Introduction of Tax Payment through Banks. This refers to the possibility, introduced by tloe

de Finance 2008of paying taxes through banks, instead of attthe office. The number of
transactionsrefers to the number of payments made via barghduld be noted that this modality
is not very popular for various reasons (i.e. igguag up at the bank is only marginally better than
gueuing at the tax office; ii) unless the paymeandone at the very last minute, payment via bank
may entail commissions, and iii) the bank doestaké responsibility in case of mistakes, which
exposes taxpayers to risk with the tax adminigirgti In fact, data from 2009 provided by the
Direction Générale des Imp6(BGl), show a total of only 140 payments via baadgounting for a
mere 5.52% of the total value of taxes paid. INnR0f is reasonable to assume the number of
payments via bank has increased, so the numbeansfactions was set at 200. Time savingsare
estimated to be around 2 hours per payment sinG8. 2@owever, banks charge a commission on
the payment of taxes, as in the case oviaments bancairesTherefore, this reform involves a
negativecost savingof CFAF 720 per transaction. The key parametezssammarized in Table
C.13 below.
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Table C.13 Introduction of Tax Payment via Banks Parameters

Years Transactions | Cost Savings (CFAF) | Time Savings (Hours)
Baseline 2006
2007
2008 .. .. ..
2009 140 -720 2
2010 200 -720 2

Improved Organization of Tax Offices This refers to the improvement of organization tfoe
handling of tax payments at DGI's peripheral officstarting in 2009, with the distribution of
tickets, allowing taxpayers to spend less timeime.l This change is not directly linked to any
specific recommendation formulated by the Projettdan nonetheless be regarded a consequence
of the Project staff's emphasis upon more ‘usanfilly’ organizational models and their adoption
by tax authorities for interactions with the publidie number ofransactionsis not known but can

be estimated based on data provided by DGI. Inqodait, the total number of taxpayers registered
was 5,396 in 2009, and assuming the progressivaderong of the tax base, can be expected to
reach 6,000 by 2010. The number of payments to derby taxpayers varies according to the tax
regime, which is a function of the size of the t@&ygr (see above, Section C.2). In the case of large
taxpayers, there are monthly payments for bothitptext and VAT. In the case of small taxpayers
paying the IMF and not subject to VAT, there isyoohe payment per semester. As small taxpayers
are a vast majority, an average number of 6 paysnest registered taxpayer was guess estimated.
Based on the above, the number of transactionbeastimated at 32,376 in 2009 and 36,000 in
2010. The time savings is relatively modest, cagrsndy that tax offices tend to be crowded only in
the last couple of days before a payment deadéind,is estimated at about 1 hour per payment,
starting in 2009. The key parameters are summanz@dble C.14 below.

Table C.14 Improved Organization of Tax Offices — Brameters

Years Transactions | Cost Savings (CFAF) | Time Savings (Hours)
Baseline 2006
2007
2008 .. .. .
2009 32,376 .. 1
2010 36,000 .. 1

Reduction of Deposit for Tax Appeals This refers to a reduction of the deposit taxpayaee

required to pay when filing an appeal against asessment made by the tax administration. The

reform, introduced by the Loi de Finance 2009, lags a reduction of the deposit from 100% to

25% of the amount claimed by the administratioredpective of the final result of the appeal, this

translates into a financial savings, due to posgtdgrmayment. The information required to define the

key parameters was provided by the DGI and retatése situation in 2009. In particular:

» the number ofransactionswas set equal to 68vhich is the number of tax appeals received in
2009, and kept constant for 2010 as well;

» theaverage value of the postponed paymenequal to 75% of the average claim appealed by
taxpayers in 2009, namely CFAF 76,891,702

» the average duration of the postponemeid 105 days which is the averagelélais de
traitementrecorded in 2009, and kept constant for 2010.

Thereference interest ratés the deposit rate, which measures the intemesinie earned as a result

of the postponement in payments. Based on BCEA®) tlat rate was set at 3.5%
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C.10 Estimate of PSCS for Component #8 — Trading Acss Borders

Elimination of Escorts for Freight Traffic. This reform relates to the discontinuation of
mandatory police escorts for selected categorieshafund and transit freight traffic (oil products,
personal items, and especially containerized goadsich became effective on 29 May 2009. The
number oftransactionsrefers to the numbers of trucks that would havenbescorted without the
reform, and the number of containers used as pidaia collected by the Project team indicate for
the January — June 2010 period a total of 13,066aawers transported by road. However, based on
other statistics provided by ti@onseil Burkinabé des ChargeuSBC), this figure appears to refer
primarily to 20 foot containers (TEU), of which Beaypically carried by a single truck. Therefore,
the number of trucks no longer escorted can bestyrasstimated at around 7,000 for the first
semester of 2010. The same figure is retainedhersecond half of the year and well as for the
period June — December 20@ost savingsare estimated on the basis of tariffs for poliseoets
set by customs in 2008, which range from CFAF 5@d0nbound traffic to CFAF 10,000 - 20,000
for transit traffic (e.g. CFAF 10,000 for trucksigg from Dankola to Niger or Mali or CFAF
20,000 for trucks going to Mali from Faramana ordkm). For the purposes of the exercise, an
average value of CFAF 10,000 per truck startingnid 2009was considered. The key parameters
are summarized in Table C.15 below.

Table C.15 Elimination of Escorts for Freight Traffic — Parameters

Years Transactions | Cost Savings (CFAF) | Time Savings (Hours)
Baseline 2006
2007
2008 . ..
2009 7,000 10,000
2010 14,000 10,000

Prolongation of Validity of Documents This reform relates to the prolongation of théidrey
from 6 to 12 months for certain import — export giments, namely th®éclaration Préalable
d’Importer (DPI), the Autorisation Spéciale d’'Importe(ASI), and theAutorisation Spéciale
d’Exporter (ASE), which became effective at end 2009. The mof transactions can be
estimated based on the number of documents issu2d09, when 22,976 DPI, 402 ASI and 115
ASE were issued. In principle, the doubling of tadidity should reduce the number of documents
issued by half. However, a number of transacticars actually be carried out within a period of 6
months, and therefore do not require the proloongatf the related document. Based on some
anecdotal information on import — export transawiothe number of documents for which a
prolongation would have been necessary has beess ggsémated at one third of the total, i.e. about
7.600 DPI and 170 ASI/ASECost savingsare determined based on the fees paid, which BA&=C
1,000 for each DPand_CFAF 1,685 for each ASI/ASEime savings refer to the elimination of the
two visits to the relevant office for each documestimated to involve a saving of 4 hours in 2010
The key parameters are summarized in Table C.Ifwbel

Table C.16 Prolongation of Validity of Documents -Parameters

Years Transactions Cost Savings (CFAF) Time Savings (Hours)
Baseline 2006
2007
2008
2009 .. . .
2010| 7,600 DPI/170 ASE/ASI| 1,000 DPI/1,685 ASE/ASI 4
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ANNEX D — IMPACT ASSESSMENT — OTHER IMPACTS
D.1 Introduction

In this Annex, we provide detailed presentatiorih&f data used and the approach adopted for the
estimate of impacts other than the PSCS. In péaticu

* Section D.2 deals with estimating newly establisbesinesses;

» Section D.3 analyzes the impact of new businessesation on investment and job creation.

D.2 Estimate of Newly Established Businesses

Data on business registration come from two sourcasely: (i) the archives kept by tbkamber

of commerce(the so calledichier NERB, which cover the period since 2000, and (ii) theords

of CEFORE, which keep track of registrations since 2006hdth cases, available data concern the
number of registrations for both companies and palgnerships. In the case of 2010, data from
both sources refer only to a few months and therédor the entire year was estimated through
extrapolation. Statistics on business registrafiiom the two sources are shown in Tables D.1 and
D.2 below.

Table D.1 Data on Business Registrations — FichitNERE

Sole Proprietorships g
Years and Pa?tnershi'psp (® erscc?nrggznr%eosr alds Total

(personnes physiqugs
2000 2,047 204 2,251
2001 2,677 395 3,075
2002 3,459 377 3,836
2003 3,117 470 3,587
2004 4,189 470 4,659
2005 4,258 545 4,803
2006 3,129 444 3,573
2007 3,301 654 3,955
2008 2,905 727 3,632
2009 3,004 775 3,779
January — August 2010 1,442 493 1,935
2010 (estimate) 2,163 740 2,903
Total 34,249 5,801 40,050
Total 2006 - 2010 14,50p 3,340 17,842
Table D.2 Data on Business Registrations — CEFORE

Sole Proprietorships g

Years and Pa?tnershi'psp (© erscc?nrggznr%eosr alds Total

(personnes physiqugs
2006 2,014 567 2,581
2007 2,583 606 3,189
2008 2,534 730 3,264
2009 2,891 783 3,674
January — June 2010 1,751 539 2,290
2010 (estimate) 3,502 1,078 4,580
Total 2006 - 2010 13,524 3,764 17,288

Noticeably, there arsome discrepancies between the two sourteparticular, in the period 2006
— 2010 covered by both sources, total registratrensrded by NERE are on the order of 18,700,
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compared with the about 17,200 shown by CEFORErdscd he difference is mainly attributable
to different figures fopersonnes physiquewith about 15,100 registrations according to NERE
against some 13,600 according to CEFORE. In the oapersonnes moraleghe difference is
smaller, but with CEFORE showing a larger numbéngat 3,800) than NERE (little more than
3,300). These discrepancies appear due to a cotidnra factors. To some extent, the difference
is due to the different geographical coverage efttho sources, with NERE in principle covering
the whole country and CEFORE covering only the eéentvhere one stop shop structures have
been created. This explains why in the years 200808 NERE figures are bigger than those from
CEFORE, although the difference reduces over timetd the progressive extension of CEFORE
services. Also, in the case of NERE, data are u@dan the archives with significant delay, and
this partly offsets the advantage of a broader ggagcal coverage. This was particularly the case
in 2010, when NERE figures are lower than thosef@EFORE?? but changes in the dataset have
been retroactively introduced for other years a#i. wnally, and possibly more important, there
appear to be differences in the classificationiwhg by the two sources, as in certain years the
number ofpersonnes moraleecorded by NERE is smaller than the number show@EFORE,
and this despite the fact that CEFORE’s geographiserage was smalléf.

In an attempt to minimize the problems above, thalysis of registrations attributable to the
reforms supported by the Project was based onaselatombining NERE and CEFORE data. In
particular, NERE data were used for the years 2860@ugh 2009, whereas reliance was made on
(estimated) CEFORE data for 2010. The analysis based on a simple ‘before’ and ‘after’
comparisort dealing separately with companies and pighsonnes physiques particular:

* in the case of companies, reforms began to beirfe#008, with elimination of the need to
register articles of incorporation, followed by eduction in fees in 2009. Therefore, for the
‘before’ situation (or ‘baseline’) reference wasdado the average number of registrations for
the years 2006 and 2007;

* in the case opersonnes physiqueseforms began making their effect felt one yaden, with a
reduction in registration fees. Therefore, the agernumber of registrations for the years 2006
through 2008 was used as ‘baseline.’

The results of the exercise are presented in Ta/ddelow.

Table D.3  Extrapolation Exercise — Results

Years Sole Proprietorships Companies Total
Baseline| Actual |Increase|Baseline| Actual |Increase|Baseline| Actual |Increase
2008 549 727 178 549 727 178
2009 3,113 3,004 -108 549 775 226 3,661 3,779 118
2010 3,113 3,502 390 549| 1,078 529 3,661 4,580 919
Total 282 933 1,215

Overall, the reforms supported by the Project carciedited with the registration about 1,200
new enterprisesof which about 300 are sole proprietorships ad@ €mpanies. It is important to
note that results are strongly influenced by somsum@ptions. For instance, if the analysis of

*2 NERE data extracted in November mostly referre@ugadougou, as information on registrations in@bipulasso
was still completely missing and data for othernewvere only partially included.

3 This is particularly the case in 2006, when NEREords show only 444 SARL compared with 567 repbhig
CEFORE, which at that time has just begun operatinigide Ougadougou.

* In principle, the availability of a relatively lgntime series from NERE could have allowed theneste of a
counterfactual scenario, by extrapolating the trengvailing in the pre-reform period, with subsegfueomparison
between predicted and actual registration data.d¥ew NERE data show an oscillating trend, witheselups and
downs in registration, making use of extrapolatimappropriate.
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personnes physiquesere done for the whole 2008 — 2010 period, wité baseline set as the
average for the years 2006 and 2007, the numbecamental registrations of sole traders would
become negative. Also, the bulk of the gains oexlin 2010; the result of which is heavily
dependent upon the estimate of registrations that, ywhich is a result of extrapolation based on
data for the first six months. Even a small deegien in the registration rate in the second hélf o
the year would result in a significant reductiontiie number of incremental registrations. Such a
high sensitivity of results upon assumptions inooaped in the analysis inevitably invites a
cautious interpretation.

It should be noted that not all the newly regisdleenterprises involve the creation of new
businesses, eithdrecause registrations may refer to pre existing imesses that had been
operating informally for sometime or because formedgistration may not be followed by the
start of any real activity Insights regarding the importance of these aspat provided by the
already mentioned MEBF survey of newly establisleeterprises. Survey results indicate that
about 23% of registered firms had started theiviégtbefore registration, while some 22% never
began operations (and another 13% started opesatialy one of two years after registration). It is
also interesting to note that, out of the 55% (102380 -22%) of newly registered firms that
started operating, about one fifth (i.e. 16% of tibkal sample) had suspended operations, leaving
only 39% of new businesses operational after tigesgs from registration. Data on the operational
status of enterprises surveyed are shown in TaldldoBlow.

Table D.4  Operating Status of Firms Registered in@7
Status Share of Sample Comments
Of which 39% new businesses and 23%

Operational 62% f : :
ormer informal businesses
Not Operational — Temporary Suspension Bl new businesses
Not Operational — Closed 11pAll new businesses
Never Started Operations 22%
Total 100%

Data from the MBEF survey certainly provide usefsights. However, as they refer to enterprises

registered in 2007, they may not be fully represive of recent trends. In particular, there are

reasons to believe that the share of enterprisais néver initiated operations after registration
declined in recent years, especially in conneatigh the increase in the number of registrations of
personnes morale3herefore, two different scenarios have beenldpee, namely:

e a Low Case Scenario, based on MEBF results with ftlewing subdivision of new
registrations: (i) 23% of previously informal bussses, (ii) 22% of non operational enterprises,
and (iii) 55% of newly registered businesses tlkaially began operations;

* a High Case Scenario, with the following subdiumsiof new registrations: (i) 20% of
previously informal businesses, (ii) 15% of non rapienal enterprises, and (iii)) 65% of newly
registered businesses that actually start opegation

Based on the above scenarios the numbereofly established businesses can be estimated to be
between 668 - 790@vhereas theumber of formalized enterprises can be estimatedé between
243 — 279 An estimated 182 — 267 new registrations wereneséd to belong to enterprises that
would not become operational. Details of calculatiare provided in Table D.5 below.
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Table D.5  Estimate of Formalized and Newly Establlsed Businesses

New High Case Scenario Low Case Scenario
vears Registrations| Formalized il e Formalized oL New |
Operational | Businesse; Operational | Businesses
2008 178 36 27 116 41 39 98
2009 118 24 18 77 27 26 65
2010 919 184 138 597 211 202 505
Total 1,215 243 182 790 279 267 668

D.3 Estimate of Investment and Employment Associate with Establishment of New
Businesses

The impact on private sector investment and empénnassociated with growth in enterprise
formation was estimated on the basis of the resiitse above mentioned MEBF survey. It should
be noted that the document was made availableet@tnsultant in a preliminary (and seemingly
incomplete form) and that data were presentedl@s@athan ideal manner. Nonetheless, the survey
provides some useful figures.

Investment The MEBF survey found initial investments of ngwégistered businesses to range
between CFAF 25,000 and CFAF 15 million. The breakd of surveyed enterprises by investment
categories is shown in Table D.6 below.

Table D.6 Data on Initial Investment

Investment Category Number of Enterprises| Share of Sample
CFAF 0 — 1,000,000 41 14%
CFAF 1,000,000 — 2,000,000 15 59%
CFAF 2,000,000 — 10,000,000 b6 19%
CFAF 10,000,000 — 15,000,000 D3 8%
Total 295 100%

Taking the mid point value for each investment gatg, the above yields an average investment
per enterprise of CFAF 2,883,051, i.e. about USX®,per enterprise. Two aspects are worth
noting. First, the average value refledatser alia the sector composition of the sample, which is
only partially representative of the whole popuatiof newly registered firms. In fact, low
investment intensive activities, namely trade, mewand handicraft, account cumulatively for 98%
of the firms surveyed, with ‘capital intensive’ mdies, such as industry, construction and
transport, accounting for only 2%. Instead, in ¢thse of the entire population of newly registered
firms, ‘capital intensive’ activities account forlarger share, approximately 13%Therefore, for
the purpose of this exercise, the average investpmmfirm resulting from the MEBF survey was
increased by 30%, to CFAF 3,747,966, in order tompensate for the sample bias in sector
composition.Second the MEBF survey refers to investments made in72@@d the corresponding
values for 2008 through 2010 were obtained consigdhe inflation rate (see Annex C.2), with
subsequent rounding to the next CFAF 100,000CFAF 4.1 million in 2008, 4.3 million in 2009,
and 4.4 million in 2010. These values were thentipiidd by the number of new enterprises whose
establishment can be linked to Project activit@serall, the Project can be credited with having
contributed to the mobilization dietween CFAF 2.9 and 3.5 billion worth of investrieran

> This percentage refers to the firms registered the2007 — 2010 period and is calculated basedERE data. The
sector classification of the MEBF survey and of MERE archive is not the same, and therefore thapesison
between the two sources is only tentative.
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amount equivalent to about US$ 5 to 6 millioiCalculations are shown in Tables D.7 and D.8

below.
Table D.7 Estimate of Investment in Newly Created Bsinesses — High Case Scenario
VTS New Average Investment | Total Investment [ Exchange Rate| Total Investment
Businesses (CFAF) (CFAF) CFAF/US$ (US9)
2008 116 4,100,000 475,600,000 546.62 870,074
2009 77 4,300,000 331,100,00( 565.12 585,893
2010 597 4,400,000 2,626,800,000 585.00 4,490,256
Total 790 3,433,500,00¢ 5,946,224
Table D.8 Estimate of Investment in Newly Created Bsinesses — Low Case Scenario
VTS New Average Investment | Total Investment [ Exchange Rate| Total Investment
Businesses (CFAF) (CFAF) CFAF/US$ (US$)
2008 98 4,100,000 401,800,000 546.62 735,063
2009 65 4,300,000 279,500,00( 565.12 494,585
2010 505 4,400,000 2,222,000,000 585.00 3,798,291
Total 668 2,903,300,00¢ 5,027,939

Employment. The MEBF survey provides limited information omgoyment levels, the only
reference being to the fact th&rés de 82,38% des entreprises rencontrées onduigéehtre 0 et 2
employés. L’'employabilité reste donc assez failff|age 29). While definitely vague, this
information is consistent with the prevalence afd#, services and handicraft activities, although
the above mentioned sample bias in sector compogitight have contributed to depress values.
Also, with reference to enterprises registeredd@72 MEBF data may not be fully representative of
recent trends, especially regarding the increasedesof companies among newly established
businesses. Therefore, for the purpose of our eseré0% of newly formed firms were assumed to
be micro-enterprises, mostly involved in trade aarvices, with an average of 1.5 workers per firm
(including the promoter/owner); while for the remag 30% of enterprises, a larger value of 5
workers per firm was retained. Overall, the Progat be credited with having contributed to an
additional employment of about 1,700 — 2,000Dalculations are shown in Tables D.9 and D.10

below.
Table D.9 Estimate of Employment in Newly Created Bsinesses — High Case Scenario
New Businesses Average Employment Incremental Employment
Years Micro Other Micro Other Micro Other Total
Enterprises | Enterprises| Enterprises| Enterprises| Enterprises | Enterprises

2008 81 35 1.5 5 122 174 296
2009 54 23 15 5 81 116 196
2010 418 179 15 5 627 896 1522
Total 553 237 830 1,185 2,015

Table D.10 Estimate of Emplo

yment in Newly Created@usinesses — Low Case Scenario

New Businesses

Average Employment

Incremental Employment

Years Micro Other Micro Other Micro Other Total
Enterprises | Enterprises| Enterprises| Enterprises| Enterprises | Enterprises
2008 69 29 15 5 103 147 250
2009 46 20 15 5 68 98 166
2010 354 152 15 5 530 758 1288
Total 468 200 701 1,002 1,703
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