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Summary
Economic growth and the improvement of the macroeconomic indicators observed these last ten years did not have
satisfactory impact on poverty reduction.
Despite great strides in the improvement of the business environment, the development of the private sector remain
still constrained by lack of electricity and the weakness of the judicial system.
With socio-political tensions that are widening in the run-up to the elections, the year 2015 might not be conducive
to the development and growth but a year of the status quo.
Long term wise, the future of Burundi is very promising and the acceleration of the construction of hydroelectric dams
projects, mining of the reserves of Nickel and the reform of both coffee and tea sector, seem to be able to bring the
country‘s growth to 8% + and to reduce the level of poverty. To do this, it will take efforts beginning in the field of
improving economic governance and fight against corruption should be accelerated.
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Main Economic Indicators
2011
GDP Growth (%)

2012
4,2

2013
4,0

2014(p)
4,5

4,7

Inflation (annual average)

9,7

17,9

9,5

5,9

Budget balance / GDP (%)

-24,7

-19,8

-16,4

-13,7

Current balance / GDP (%)

-27,7

-27,5

-23,8

-22,0

39,7

35,2

31,3

29,6

Public debt / GDP (%)

Forecasts

Strong points

Weak points

Natural resources (coffee, tea, minerals)

Undiversified economy vulnerable to external shocks
(climatic risks, exchange rate and oil prices

Donors support

Geographical isolation

Cancellation of 75% of the external public debt in
2009

Activity restricted by lack of infrastructure and the
low level of electricity production

Integration with the East African community

Dependence on international aid (about 50% of the
National Budget)
Strong political tension
Economic governance
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Burundi: An economy
in full relief
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Burundi is one of the world‘s poorest countries. The Burundian economy is dominated
by the agricultural sector (the main export products are minerals, coffee and tea)
and is thus very vulnerable to shocks related to climatic conditions or exchange rates.
Agriculture accounts for about half of GDP and the majority of the population lives on
food agriculture.
Macroeconomic indicators on the rise...
Since the return to peace (2003) after a decade of civil war, the macroeconomic evolution remains globally
satisfactory and consistent with the objectives of jointly fixed programs with donors in general and the IMF in
particular.
The GDP growth has experienced a slight improvement from 4% in 2012 to 4.5% in 2013, a trend which should
continue in 2014 and be around 4.7% thanks to the rebound in agricultural production, including coffee, and
investment in infrastructure, including fiber optics, transport and hydroelectric dams.
Inflation has decelerated fast, from 12 per cent in late 2012 to 8.8% in late 2013, and 6% in late 2014, helped by the
favorable evolution of international prices of oil and food products (and the resumption of agricultural production).
The external position remains fragile, the current external account deficit (including transfers) is being strongly
deteriorated to 20.5% of GDP against 18.5% in 2012, despite an attenuation of the effects of the deterioration of the
terms of trade. Imports decreased by approximately-0.2% while exports fell sharply by about 32%, reflecting in large
part the decline in exports of coffee. The official foreign exchange reserves increased slightly to reach the equivalent
of 3.4 months of imports by end 2013.
But poverty who will not stop
Despite respectable growth in recent years, progress in the reduction of income poverty and human development
indicators are unsatisfactory. After years of sluggish growth, higher and less volatile growth has led since 2000 by a
slight increase in GDP per capita has yet failed to significantly reduce pervasive poverty.
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and a public debt capacity that remains limited...
An update of the debt sustainability analysis (DSA), by the IMF in January 2014 has a few improvements, but confirms
that Burundi still runs a high risk of debt distress. DSA suggests that Burundi has a limited margin of borrowing and
loans must remain highly concessional given the narrow base of exports. Moreover, the strong dependence of the
support of donors (50% of the budget), the volatility of the aid, the reduction of the budgetary margin for maneuver
under the effect of a decrease in the ratio of taxes to GDP and demographic pressures are the main threats to the
balance and discipline budget of Burundi.
Despite of significant progress in the improvement of the business environment
The Government has made improvement of the business climate a priority since 2011. Burundi ranked first place for
starting a business in Sub Saharan Africa in the World Bank Doing Business report. Burundi also climbed 17 places
and ranks currently, 152 on 189 in the report Doing Business 2015 through the adoption of a number of reforms that
have facilitated the creation of companies, obtaining building permits and the registration of properties.
This environment was also helped by an acceleration of the process of integration of Burundi in the East African
Community (EAC). This process includes the harmonization of laws, monetary and budgetary policies, ease of
business, the elimination of non-tariff barriers and the complementarity of large infrastructure projects. Important
joint infrastructure projects include the construction of hydroelectric dams with Rwanda and Tanzania, in addition to
the improvement of the main roads and the implementation of one-stop border posts. The benefits took the form of
cross-border investment in financial services and the mobility of labor in the tourism sector.
Notwithstanding these developments, the authorities have recognized the need to redouble efforts to improve
governance, combat corruption and strengthen the effectiveness of the judicial system and safeguard the rights of
creditors.
Similarly, the high costs of transport, access to electricity and financial services continue to hamper Burundian
companies’ ability to compete with other world markets.
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Economic Outlook: A fragile
growth in the short term
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Growth dependent on coffee prices and the lack of infrastructure constraint
The moderate growth in 2014, is expected to increase very modestly in 2015. Economic activity in Burundi is
dominated by the agricultural sector (employing 80% of the active population), in particular the production of
coffee and to a lesser extent of tea. The good performances recorded for coffee in 2014, could firm up in 2014,
thus improving export earnings. The increase in production volumes remains however very constrained by lack of
productivity related to aging plantations and insufficient investments.
Infrastructure failure, especially electricity failure, despite the significant hydroelectric potential of the country, disabled
industrial production. The construction sector, supported by public investment programs stimulated by financial
support from the IMF under the extended Credit facility, as well as the services will continue to drive growth by 2015.
Consumption should benefit from the slowdown in the rise in prices. After the record level reached in 2012, inflation,
less than 10% in 2013 and 2014, is expected to slow further in 2015 with moderation in the price of imported goods
(petroleum products, food products and raw materials) and a more restrictive policy of the Central Bank.
Bold budget projections 2015 but whose balance is more than uncertain
Indeed, the law of finance 2015, table on expenditure of 1.562 billion Burundian francs against 1.442 billion in 2014,
increased by 8%.
This expenses surplus should allow the Government to increase its expenditures in key sectors of growth like energy,
roads and agriculture.
To finance these additional expenditure the Government plans an increase of revenue which should be made possible
by the combination of several factors:
• A system of tax collection, taxes and assimilated in continuous improvement with the Burundi revenue authority
and the common external tariff
• The removal of the exemptions provided for by the Code of investments
• Economic growth expected at 5.4%
• Stabilization of foreign reserves to 4 months, which should encourage imports
• The maintenance of external donations at a very high level.
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If these revenues and the factors taken into account to assess, seem realistic for a standard fiscal year, their
achievements can be made very difficult by the impact of the electoral deadlines anticipated during the second
quarter of 2015.
Indeed, the socio-political tensions that are growing with the approach of the elections are likely to have a negative
impact on the economic activity of the country. Indeed, the private sector puts a brake on the new investment
projects waiting to be sure that Burundi will remain one country stabilized after July 2015. In addition, consumers
reduce their consumption to increase their precautionary savings. This drop in investment combined with a decrease
in the consumption of households may make it difficult to forecast for growth to 5.8%. Thus, the probability is high
that internal revenue that depend on the GDP growth are not at the expected level.
In addition, while waiting for the smooth running of the elections, the partners of Burundi (bilateral and multilateral)
seem to put a stop to the disbursement of promised aid and postpone the launch of the already financing projects.
Revenues expected from external support in 2015 thus may not live up to forecasts.
Finally, the impact of certain tax measures on domestic revenues, such as the change of the mode of taxation of
mobile telephony has not yet been fairly evaluated.
Little favorable conditions for the private sector
The combination of all these factors may make the State substantially lower total revenue forecasts and also
incompressible expenditures of the State. To fill this gap, the Government will probably exacerbate recourse to
domestic debt, including bank financing, through the issuance of Treasury securities.
The private sector will be affected by this change in two different ways:
1. A scarcity of bank financing that will be directed towards the State
2. Because of the low disbursement of external supports, a scarcity of the currency and therefore difficulties to
finance imports
In summary, the year 2015, year of elections in Burundi, will certainly not be a year conducive to private sector
development and the acceleration of growth, but a year of the status quo.
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Very promising economic
prospects in medium and
long term
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A Burundian economy that will be driven by the primary sector...
Several elements suggest that Burundi has opportunities and capabilities to generate growth reaching 8% in the
medium term.
Indeed, we expected an acceleration in the production of the primary sector by virtue of the effective implementation
of the National Program of Agricultural Investment (NPAI), the development of agro-industry (and in implementing
programs of development of agricultural exports), nickel mining and a better startup control other mining extraction
activities with the entry into force of the new mining regulations.
• The finalization of the process of privatization of State assets in the coffee sector by 2015 as well as the launch
of the competitiveness project in the coffee sector, should also see resources from this sector have a significant
impact on the medium term both on the value of export revenues from coffee growers.
• The finalization of the liberalization of the tea sector and the restructuring (or even the privatization of the Burundi
Tea Agency), should also allow medium-term to this sector to a higher level never achieved and to highlight its
place in the development of the rural world and increase the income of growers.
• Intended capital opening of SOSUMO (Sugar Company) to private investors, should also, through the increase of
financial resources of the company and its production capacity, have a certain impact on the revenues of the State
and in the transformation of the region of Moso.
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But the real transformation of the Burundian economy will certainly come from the exploitation of
Nickel.
The exploitation of Nickel, which, according to the forecasts, can generate exports with a value of 3 billion U.S.
dollars per year for 30 years, should have the following effects:
• An increase in the return of currency: increase imports and improve the capacity of Burundi to go into debt on
international markets
• An increase in income tax and non-tax in the country: increasing the capacity of the Government to self-finance its
programs of investment (health, education, infrastructure)
• A ripple effect on the private sector, especially through subcontracting and the development of the surrounding
urban centers operating sites
• A decrease in the cost of transport from Port of Dar es Salam: through a connection of railway arriving at least in
the area of Musongati.
The benefits of the exploitation of Nickel should significantly reduce dependence on external aid Burundi and make it
more independent in the selection of its major investment projects.
Facilitated by the development of the tertiary sector.
A new impetus in the service sector through the exploitation of optical fiber and investments in telecommunications
and tourism sectors should also have a positive effect on the growth of GDP. It is same for expected investments
in the financial sector, with the modernization of the banking sector and the insurance sector, the development of
mobile Banking and electronic money transactions and the launch of the activities of the Burundi market expected for
2015-2016.
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Everything supported by multiple projects begun in the sector energy either at National level or
Regional that could allow Burundi to overcome its energy deficit by 2020...
Similarly, the commitments made by the donors in October 2012 to fund the strategic framework for combating
poverty (CSLP II), for an estimated 2.6 billion USD, are likely to reinforce these assumptions. On the other hand,
inflation, which should continue to decrease, to be around 6 percent thanks to the observed fall of world food and
oil prices, could lead to a stabilization of the exchange rate of the Burundi franc against the U.S. dollar and boost
domestic consumption.
The main threats on the evolution of the economy in the medium term are related to its high sensitivity to climatic
hazards. In addition, instability in the East of the Democratic Republic of the Congo (DRC) could represent, ultimately
a destabilizing factor. The uncertain international situation might slow the flow of external assistance.
Finally, governance problems can have the effect of not effectively redistribute the fruits of growth and not have the
desired impact in terms of poverty reduction.
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