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The major focus of this issue of Reverews is the work
done by Metro’s Local Revenue Administration Project in
Burkina Faso (formerly Upper Volta), West Africa. The
Burkina Faso preject consisted of two phases. Jerry Miner,
professor of economics, directed each phase of the work
while Roberi Hall, rural sociofogisi, supervised the in-
country work during each phase.

Phase 1 began in 1981 and involved intensive fieldwork
in Ouagadougou (the capital city) and the commune of Fada
N*Gourma in the eastern part of the country. Kobert Hall
and research associates Nilgur Gogkar and David Spetka
spent maiy months in the field gathering fiscal and related
social data at both the central and local government levels,
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worked with the team as in-country counterpart and also
iraveled 1o Syracuse in fall 1982 to help prepare the final
report for Phase I,

Phase II, which began in 1983, carried the projeci into
a new and complementary aspeci of work by moving the
focus to Bobo Dioulasss, a more developed commune in
the eastern part of the country. The Phase [1 work was also
different in that it depended on a research team comprising
mainly Burkinabe technicians who worked with Jerry Miner
and Robert Hall doing the fieldwork and writing the final
report. The Burkinabé team members were Siguian Com-
paorés economist, Clement Pitricpa, tax administrator, and
Alhassane Conde, socioeconomist. In September 1985, Jerry
Miner and Robert Hall travelled to Burkina Faso to pre-
sent the final report to the Government.

The Burkina Faso Project

Like other Sahelian countries, Burkina Faso faces severe
economic difficulties. While many of these problems require
short-term responses, long-term economic development is
also necessary. This longer term development strategy rightly
emphasizes rural projects in fostering local economic
growth. The success of such projects is, however, likely io
be tied to enhanced budgetary capacity and expenditure con-
trol at the ocal level. It was within this context that USAID
in Burkina Faso sought research support from Syracuse’s
LRAP.

The Burkina Faso project is unique in LRAP’s portfolio
of projects in that it was carried out in a country possessing
the highly centralized administrative structure of the Fran-
cophone tradition. Such an adminisirative environment
creates both advantages and disadvantages compared (o
countries with more developed local seli-governments. in
a ceniralized administrative structure, changes can be in-
troduced more direcily than in a country with numerous
autonomous of semi-avicnomous self-governing local
bodies. Af the same time, there is no established set of local
governments which can be used to implement new revenue-
raising policies.

Additional challenges and opportunities arose at the start
of the project’s second phase when a new government
assumed control. The leaders of the renamed country of
Burkina Faso immediately took steps to alter the existing
administrative structure. This administrative restructuring
created research problems becanse the environment being
studied was changing during the course of the project. On
ihe other hand, a policy advantage was creaied because the

__ new government was more witling o consider policy options
;than a more established government.




Administrative Structure
e Hecent Changes
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The responsibilities of local territorial adipinistrative vniis
for providing econornic and social infrastructure have been
zugmenied, bul there has not been any increase in revenues
for these local uniis to utilize in carrying out their greater
responsibilities,

In Burking today oaly two jocal territorial aothorities, the
province and the commune, possess the right (o raise
revenpues and to make expenditures. The 30 provinces are
rural authorities and they replace the 11 former departments.
The administrative head of the province, the High Comnis-
sioner, is appointed by the President. The term depariment
is now used to denote the administrative unit below the prov-
ince. These units replace the former sous-prefectures or ar-
rondissements and are headed by a prefect. Their fiscal role
includes providing expenditure estimates (o the provingial
budget authority and assisting in preparing and collecting
village-level taxes. With the elimination of the ““standard
tax’" rate which had aifecied woost peasant farmers,
nowever, few taxes ave likely io be collected at the village
level,

The commune has not been changed orgamizationaily.
However, now every provincial seal has been deciared a
commune. As of 1983 only 18 communes were fully opera-
tional and were collecting iaxes according to communal
regulations, At present the High Comnissioner is the ad-
nunisirative head of communes locaied within the province,
although in larger communes actual operational responsibili-
v is delegated 1o 8 Secretary General who is appointed and
paid for by the commune.

Local Bevenue

In the past, few public responsibilities were assigned o
local governments. Instead, they lunctioned primarily as
agencies of territorial administration. Their revenue sources
were likewise severely restricied. In fact, there are no of-
ficial published data regarding local revenues, probably due
to the unimporiance of the revenues and activities of thess
administrative units. The LRAP project, therefore, had to
derive all local fiscal data from unpublished sources.

Carrenily, provinces rely heavily on direct taxes while
communal revensics are more evenly balanced beiween direct
taxes and fees and charges. This difference is understandable
in light of the more bmited base for fess and charges,
especially those on vehicles and market sialls, in the less
densely populated rural areas.

Average revenues of local auihoriiies in Burkina for the
two vears 1982 and 1083 were approximately 435 CFAF
(Central Federation of Afvica Francy per person. This
amount, approximately egual to US 81, represents essen-
tially the same amount in real terms as was raised in 1976-77
and 15 about 5 percent of central governuneni revenues,

Communes and provinces (formerly deparimentis) raise
roughly the same amount of revenves, bt because of the
much smaller populations in the communes, per capita com-
mune revenpes {1363 CFAF averaged over the two years
1982 and 1983) were nearly five times greater than those in
the former depariments (281 CFAF). The two most
populated and develgped communies, Bobo Dioulasso and
Ouagadougou, account for about 80 percent of the com-
mnnal revenue iotals,

The average annual compound rate of growih of depart-
mental (now provingial) revenues for 19761983 was 11.7

pereent, somewhal higher than the corresponding rate of
£.3 percent for communes. During the same perind central
government revenues were growing at a 13 percent rate
hence, localities mainiained a nearly equal rate of growih
in terme of the relative imporiance of revenue-raising abili-
ty. Year-to-vear variations in local povernment revenue
growih were exiremely large. Such great fluctuations Hmit
thie capacity of lncal governments (o plan expenditures aud
to stabilize provizion of jocal public services. While real per
capita revenues of raral authorities incr‘eased by 'mmt 20
percent between 1977 and EnQ_)3 the twin forces of ;}(‘y‘uiam
tion growth and price increases reduced real per capiis
revenues in commmunes by roughly 25 percent during the
same period. This contexi i one in which fiscal reform is
wrgently needed if local governments are to be able to carry
out thew responsihifities.

Focal Tax Beform

Three rouies (o increased resource mobilization ars possi-
Ble: raising rates of taxes whose proceseds accrue to local
authorities; imposing new local taxes or assigning proceeds
of central taxes to locaities; and improving the administra-
tion of ail taxes, pariicutarty those aceruing io communes
and provinces. Due to the centralized nature of the sysiem
and the heavy pressure on ceniral revenue sources, it is not
feasible to instituie a sysiem of inierzovernmental transfers,

Given the current revenue structure, there seems io be
little room for increasing local 1oy rates, but there are a few
excepiions, The eliminaiion of the lowest assessiment level
of the standard tax, which had affected most peasant
farmers, should be reconsidered. The communal public
works tax rate conld be increased from its curvent fow level
of 125 CFAF per household, and the street cleaning iax in
commnunes could be increased. The last two taxes finance
services directly benefiting ihose whe pay; therefore, with
increased costs of service provision, higher tases are
jusiiiied, Likewise, there is good reason (o adjust other fees
and charges upward fo reflect higher costs, particularly those
on market stalls and vehicle registration. Adjustraents in
slaughter fees and fiscal stamps should be made only affer
considering the social purposes they serve.

Mew local taxes do not appear feasible. Rural land tenure
arrangemenis rule out taxation of agricultural land. Exten-
sion of fees and charges to primary education or health are
mappropriate because of the existing expenses imcurred by
their users. Rather than imposing new taxes io communes,
appiving dircct tax rates to exisiing tax bases, particuiarly
the domicile tax, wonld vield substantizl amounis of
revenie.

The main strategy proposed by the LEAP team for in-
creasing local revenues is improved tax adminisiration. Ex-
aminaricn of this area revealed that Berkina suffers from
the problems afflicting tax administration in most develop-
ing countries: inadedguaie resources, inchuding training, for
the ficld aciivities of the tax service; lack of data for evalua-
tion and iderdilication of specific difficalties; delavs io
delivery of tax bills to collectors: virtually no active efforis
t0 collect taxes; litile cooperation or even contact between
those responsible locally for assessment and {or collection
of taxes; and absence of incentives 1o respond to needs of
tocal authorities by local apenis of the tax service or Treasury
whose allegiance is {0 thelr ministerial superiors. The con-
sequences of these problems are Tailure to identify poten-
iial taxpayvers, underassessment of those identified, and low
recovery rates. SpecHic recommendations for dealing with
these problems were proposed in the final report.



Improved datas managesent is crucial to belier ax ad-
sdnistration. To increase the consisiency of Hgures on local
revenues by revene souice Yor the provinces and commumnes:
further iraining in accounting and informaiion management
snould be provided 1o local collectors and other treasury
employees: the supervisory function of regional treasuries
should be strengthened with review of the accounis of local
colleciors prioy to their submission io SERPOCO (Service
des Postes Comptables, the “local aceounts service”” of the
General Tressurv), and SERPCCO should prepare a detailed
annual report of provincial and comonal revenuss by
TSVENUE SOUrCe.

I Conclusion

The governinenial structure of Burking Faso has been for
yeurs highly ceniralized, a {act which seems to preclude any
inierest in locail revenue generation, Good reasons do exist,
howsever, fov such an aierest. One major reason is the
greater role 1o be plaved by local anthorities in administer-
ing and providing public services. A second reason is the
recogimition that logal resource mobilization plays an impor-
tant role in the development of a decentrabized ad-
munistrative stracture. When revenues are raised locally and
are used to benefit the locality, there is a greater willingness
to pay taxes or fees than when the revenues are first fransfer-
red to the capital city and only indirectly are returned to
the iocality.

When analvzing the revenues of any local government
system, H is necessary to recognize that local govermment
resource mobilivation is not carried cul in & vacuum. In-
stead, local finance issues must be examined in the context
of the revenue sirncture of the ceniral government and also
with recognition of the roles that expenditures and the
budgeting process play in determining the reguirements for
additicnal revenues. Finally, in Burking Faso, as in nearly
all other developing counirics, the success or Taiture of local
revenue mobilization iz closely tied to the admnistrative
structure which implerments the entire process. Indeed, ad-
maimisiration 15 probably as crucial o local resource mobiliza-
ticn in developing countries as is the structure of the revenue
system itself,

Project Publications

Two major reporis are available that docwment the find-
migs from Fhase T and Phase J1 of the project. They ave
Monograph Mo, 13, “Local Revenue and Service Provision
in Upper Volta'™ {Augusi 1983, 225 pp., $5.00), based on
the work of Phase §. Research results and policy recommen-
dations from the Phase 1T work, along with a comparison
beiween Phase T and Phase B, are presented in Monograph
Mo, 17, “Local Revenue Adininistration in Burking Faso™
(Aungust 1983, 268 pp., $5.00). Each report is available i
English and French versions. (The price of 35.00 inclodes
first class shivment in the US and Canads, and surface majl
glsewhere; for information on aly mail rates outside the US
and Canada please coniaci the Publications Officen.

ctorship Change

Eoy Bahi was the director of the Metropolitan Studies
Program for Tourteen vears. During that period, the Pro-
gram grew in sire and guality, thanks 1o his leadership, im-
agimation, and enervey. It s good news that as of fall 1985,
Babl has accepted the position of Maxwell Professor of
Poltical Feonomy at Syracuse University, He is currently
project divector of the Jamaica Tax Structire Examination

Project and an active member of the Metrg team with his
affice remainimg on the fourth floor of Maxwell,

Earvy Bohroeder has pssumed the position of direcior of
the Metropolitan Studies Program, along with being direc-
tor of the Local Revenue Admindsiration Project, Schroeder
was also the direcior of LRAP’s Bangladesh project and has
been a frequent traveler to Sowth Asiz for variows World
Barnk projects in the last several years,

B
e Fenador Proj
in Sepiember 1983, the Agency for International Develop-
ment signed an agreement with Metro's Local Revenue Ad-
ministration Project to carry out @ three-pari project in
Ecuador. The Ecuador project, entitled the Fiscal Ad-
ministration for Developmeni Proiect, is being ied by David
Greytak. The three parts of the project are studies of the
individueal income tax, the national revenue sharing system
and customs adiministration.

Druring the larter balf of Auvgust, a team was in Ecuador
seiting in place the first two studies. LRAP personnel was
Dravid Greviak, head of party, Jorge Martinez (of Georgia
State ndversity}, Carolyn Faweeti {of Georgetown Univer-
sity) and Hernando Garzon, Metro research associate. Team
menthers performed a variety of tasks including making con-
tact with govermment officials and collecting fiscal daia to
be used in a report that will be presenied o the Minisiry
of Finance early i 1986,

The custorns adminisivation portion of the work is being
directed by Kenneth Stacey who has participated on Metro
projects in Jamaica and Grenada. The customs administra-
tion study will review current laws and procedures and will
provide recosmmendation for improving the overall guality
of customs collections.

Cuatemals

Eichard Bird of the University of Toronio travelled to
Guatemala in August on beball of the Local Eevenue Ad-
mintsiration Project. He sought 0 detevmine where poligy
and research reform might be useful in improving the coun-
try’s tax system, because the past few years have seen an
unprecedenled decline In revenues mobilized by the
Guatemalan tax sysiem. Bird concloded from his analysis
thai, due 1o the current politica] circumsiances in the coun-
iry, there is litile reason to undertake a Mill-fledged tax study
at the present thme, He did, however, suggest to USAID and
the Government of Guatemala several shorter-term studies
which could prove useful in mproving the {ax system.

New Faculty Membey

Steve Haggblade recently  joined the staff at the
Metropolitan Sindies Program as senior research associate
and assistant professor in the Department of Public Ad-
ministration. Haggbiade worked five of the last six years
in Africa. Duriog that iime be ran a aationwide business
advisory service fov the government of Botswanz and subse-
guently did analvtical work in a number of other countres
— Burkina ¥Faso, Madagascar, Rwanda and Somalia
where he focused on many issues including food security,
indusirial policy, and general macro-economic agsessments.
An economist by training, his major inferost is cconomic
developmeni in Afvica, Other (opics of particular concern
1o him include food and agriculivral policy, indusinal
development and employinent. Cwrrently he s working on

. a review of emplovmend policy experience in developing

counfries.



Visitons fo Mefro

Economist Dan Holland of the Massachusetts instituis
of Technology spent several days in July at the Program.
He was working on the reform of the corporate tax in
Jamaica with Metro staff.

In July, two invited speakers, Joseph B. I¥Souza and Paul
(¥’ Farrell, addressed the incoming MPA (Master’s in Public
Administration) class in the Maxwell School. The general
topic of the session was managing and financing govern-
ment in developing countries. [¥Souza, a 1953 MPA
graduate from the Maxwell School, recently retired from
the World Bank as an uwrbar management advisor. Prior to
joining the World Bank he had served in the Indian Civil
Service holding numerpus posiiions including Mumicipal
Commissioner of the City of Bombay and Permanent
Secretary in the Minisiry of Works and Housing., O'Far-
rell, who earned a dociorate in economics from the Max-
well School in 1979, was most recently the Deputy Associate
Assistant Administrator for Policy Development and Pro-
gram Review at AID in Washington. In September, he
moved to Bgypt where he is working with the USAID mis-
sion in Cairo.

Richard Bird, an economist ai the University of Toron-
o, spent time at the Program during June in order to work
with Metro staff on indirect tax reform in Jamaica.

Ken Stacey, an expert in customs administyation, came
to Syracuse from England in September to discuss aspects
of the LRAP Ecuador project before departing for Ecuador.

In Angusi, Angel Yoingco, director of the Mational Tax
Research Center in Manila, the Philippines, arrived for a
visit. Yoingeo has especially close iies with Syracuse because
he received his MPA from the Maxwell School.

Barbara Gunter, commissioner on the Revenue Board of
the Government of Jamaica, spent several days ai the Pro-
gram in September in order o work with Jamaica project
team members on further refinement of various tax reform
options.

Growth Rates and Hesources

Mohamimad Moussavian published, “Growth Rates with
an Exhaustible Resource and Home Goods™ in the Jowrnal
aof fntermational Economics, 1985, Vol. 18, pp. 281-299. In
this article the growth paih of an exhaustible resource-
exporiing economy is examined. Previcus work has shown
that the size of the nonresource sector of such an economy
may shrink 1o zero over iime. This paper shows that this
result hinges on the exclusion of the nontraded sector of the
economy. With both traded and nontraded sectors includ-
ed, the domestic inferest rate may fluctuate more widely than
the world interest rate, contrary to the results of previous
woTk.

Staff News and Notes

During the summer, Larry Schroeder traveled to
Bangladesh where he spent one week in Chittagong and two
weeks in Dhaka. He assisted in preparing a feasibility study
for 2 World Bank-sponsored project iniended o improve
the quality of urban services and to provide additional hous-
ing in the ¢ity of Chittagong. Schroeder’s work focused on
the urban finance aspects of the project.

Mike Wasylenko spent nearly four weeks in Thailand dur-
ing July. He was working on behalf of the World Bank do-
ing a fiscal review of Thailand for the Country Economic
Mission Report.

In Iuly, Sieve Haggblade travelled to Ouagadougou,
Burkina Faso, in order to participate in a Burkinan Chamber
of Commerce Seminar on how to promote privaie business
activity. During August, he was invited to Washingion by
the Agency for International Development to participate in
a roundtable discussion of the seminar in Ouagadougou.

in Sepiember, Mohammad Moussavian presented a paper
entitled **An Optimal Mode! of (il Based Development and
the Dutch Discase’ ai the International Symposium on the
Sustainable Development of Natural Rescurces in the Third
World. The conference was held at The Ohio State Univer-
sity in Columbus, Ohio.
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