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Abstract 

 
Reforming the Value Added Tax (VAT) system to increase public resources in Burkina Faso is 
a potential government option to finance public policies that reduce poverty and gender 
inequality. However, this policy could have adverse effects on both men and women in terms 
of income, labour participation, and domestic tasks. To assess the effects of this reform on 
gender poverty and inequality, we built a gender aware Computable General Equilibrium model 
coupled to a microsimulation module. The results suggest that the reform undermines 
household welfare and gender equality. The increase in poverty is due to the decrease in 
household income and consumption. Gender inequalities are impacted by the increase in 
women’s domestic tasks and by the sharp reduction in their wages. The reallocation of the 
surplus resources released by the reform to support women labour intensive sectors and the 
construction of infrastructure reducing their domestic tasks could reverse this trend. 
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1. Introduction 

 
Despite an average economic growth rate of roughly 5.75% over the 2011-2019 period, 

40% of the Burkinabe population still live in poverty (PNESD 2016). This difficult economic 
situation is worsened by gender inequalities. In fact, the Social Institution and Gender Index 
(SIGI) indicator, which analyses gender inequalities, reveals that the unequal situation that 
exists between men and women, in terms of rights and economic opportunities has favoured an 
increase in poverty (OECD 2018). For instance, the law allows women to marry at the age of 
16 compared to 20 years old for men. These practices have negative impacts on women’s human 
capital because they are unable to complete their education, limiting their capabilities and 
consequently their employability (OECD 2018). Consequently, women are less present in the 
labour market (OECD 2018). Their participation rate is 58.3% (vs 74.6% for men) for an 
occupancy rate of 52.9% (vs 71.7% for men). Moreover, the unemployment rate for women is 
high compared to men (9.3% versus 3.9% for men) and why women find themselves in 
vulnerable employment (ILO 2014, World Bank 2019). In addition, the share of employment 
by sector shows that women predominate in agriculture (60.69%) and services (37.08%). The 
service sector consists mainly of individual or retail-support jobs (EMC 2014). Furthermore, 
the analysis of the occupational rates of managerial positions shows that men hold 69% of these 
positions (INSD 2014). Women are widely present in the unskilled labour force, constituting 
45% of the labour (INSD-EMC, 2014). Their jobs are mainly linked to agricultural activities 
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(INSD-EMC, 2014). They are vulnerable workers because they have no social protection or job 
security (World Bank 2019). This situation favours an increase in gender inequalities in the 
formal labour market. In addition, gender inequalities are also apparent when it comes to the 
carrying out of domestic chores. Women spend 6 hours per day on these activities compared to 
2 hours for men (OECD 2018). The sheer volume of domestic work reduces the time they can 
devote to paid activities. The combination of these two factors results in the distribution of low 
incomes for women, intensifying their vulnerability and the poverty level of their households.  

Faced with this alarming situation, the government has embarked on a development 
program, the plan for national economic and social development (PNESD) that aimed at 
eradicating poverty and gender inequality. The implementation of this plan requires significant 
financial resources, estimated at 15,395.4 billion CFA francs.  63.8% of this total sum will come 
from domestic resources (PNESD 2016). However, the fiscal space is limited in Burkina Faso. 
Therefore, the IMF (2019) instructed the government to consider a VAT reform to mobilize 
more own funds to finance the PNESD. Hence, the government is considering a tax reform by 
abolishing tax exemptions and broadening the tax base. Such a reform could have a major 
impact on the evolution of poverty and gender inequality. In fact, the increase in fiscal resources 
should stimulate investment, and consequently the production of sectors could grow, increasing 
job opportunities and wages. Women could experience an improvement in their living 
conditions.  

The tax system in Burkina Faso are derived from the taxes paid by the economic agents. 
The most important ones are direct and indirect taxes. Direct taxes consists of taxes paid on 
corporate profits, single taxes paid on wages and salaries and income tax from securities. 
Indirect taxes are made up of taxes on goods and services such as VAT and other registration 
fees. Under this fiscal system, VAT and corporate taxes contributed to more than half of the 
government’s budgets for the years 2016 and 2017. In fact, VAT accounts for 33.90% and 
33.85% of the total own resources recorded for these two years. It is followed by corporate tax, 
which represents 27.47% of government resources in 2016 and 27.77% of the total government 
income for 2017. Finally, the payroll tax contributes to 13.16% of the 2016 budget and 13.30% 
of the 2017 one (DGI 2017). It thus appears that the mobilization of national resources depends 
mainly on VAT and corporate taxes. The importance of the exemptions made on these two taxes 
shows that there remains significant potential for fiscal space.  Indeed, several goods and 
businesses are subject to reduced rates (e.g. electricity and water) or are totally exempt (e.g. 
agricultural products) which reduces their contribution to the State budget. In 2018 and 2019, 
the tax exemptions represented respectively 69 billion CFA francs and 76 billion CFA francs, 
of which 16.37% and 25.90% stem exclusively from exemptions from VAT. This represents a 
loss of one percent of nominal GDP in 2019 and about 6% of tax revenue collected this year. 
This is why the IMF (2019) has recommended that the Burkinabe government extend VAT to 
include agricultural goods, with the introduction of a minimum VAT rate of 5%. In addition, 
the IMF calls on them to increase the rate of VAT on water and electricity to the statutory rate 
of 18%. The aim of this is to increase domestic resources for investment and to reduce budget 
deficits. 

The objective of our study is to assess the effects of this tax reform on gender inequalities. 
To achieve this, we use a Computable General Equilibrium Model (CGE) that explicitly takes 
into account the market and non-market activities for men and women. CGE models are prime 
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candidate when it comes to represent the relationships between the different sectors and 
institutions in a macroeconomic framework. Indeed, these models take into account the direct 
and indirect impacts of economic reforms, such as the planned fiscal reform by the Burkinabe 
government. Moreover, to assess the distributive impacts of the reform, our CGE model is 
linked to a microsimulation model that assesses the impacts on poverty and inequality. 

Several studies justified the interest to analyse the impact of economics policies in gender 
inequality including labour activities and domestic activities in African context. Abdurahman 
(2010) argues that domestic activities contribute to the persistence of poverty in many African 
countries. He believes that household activities are detrimental to the education of young girls 
and to the active participation of women in the labour market. Lack of education and low 
participation in the labour market both result in a high concentration of women in precarious 
activities. This analysis suggests that the unequal distribution of domestic tasks hinders the 
potential positive effects of economic reforms on gender inequalities. Noonan (2001) who 
shows that the type of domestic chores carried out by women and men impact differently their 
participation in the labour market backs up these findings. The author demonstrates that the 
tasks assigned to women, including cleaning, preparation of meals or childcare, are time 
consuming. In contrast, the tasks carried out by men are less time consuming. As a result, 
women have less time to allocate to income-generating activities. The authors conclude that a 
more even distribution of household activities would increase the participation of women in 
productive activities, as well as their incomes. Through this channel, it is possible to reduce 
both the gender wage gap and the gender labour market participation gap. Sofer and Rizavi 
(2010) also reached a similar conclusion. Using a household survey, they demonstrate that if an 
increase in female labour supply generally causes a decrease in their domestic tasks, the 
decrease does not alter the domestic labour structure. At present, domestic work is seen as an 
obstacle, preventing women from participating actively in the labour market and could lead to 
an increase gender inequality and poverty. 

Regarding the specific impact of a VAT reform on women, to our knowledge, only Casale 
(2012) and Escalante et al. (2021) analyse it, taking the case of South Africa. For Casale (2012), 
the increase in VAT has a different impact on households depending on the products affected 
and on the gender of the households head. Thus, an increase in VAT on food goods tends to 
further impoverish households headed by women who devote more resources to food goods 
than those headed by men. For their part, Escalante et al. (2021), analyse the impact of a one 
percentage point increase in VAT on all goods except food. Their analysis confirms that the 
VAT increase is not gender neutral in the South African context. Indeed, it leads to an increase 
in unemployment among women and a decrease in their income. This negative trend is 
explained by the fall in production and wages in the sectors where they are concentrated. As 
women's employment and income are reduced, their precariousness tends to increase. Apart 
from its specific result related to the impact on women, the results of this analysis are consistent 
with the conclusions of studies on the effects VAT increase on economies. To this end, the 
analysis of Emini and Kanmini (2006) in Cameroon, Mengistru (2016) in Ethiopia as well as 
Benjasak and Bhattarai (2017) in Thailand show that an increase in VAT weakens the 
purchasing power of households. Indeed, this reform leads to a rise in consumer prices and a 
fall in household demand. The result is a drop in production, wages favouring an increase in 
poverty. However, some study shows that this negative trend can be mitigated. Indeed, for 
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Lustig, Pessiono and Scott (2014) and Enami, Lustig and Taqdiri (2015) when the increase in 
VAT is used to finance public services or is accompanied by good redistribution, we observe a 
reduction in inequalities and poverty. 

Faced with these mixed results, our analysis will strengthen the debate on the impact of 
tax reforms, particularly those related to VAT on women and poverty. It will have the 
particularity of observing the effects on gender inequalities linked to the labour market and 
domestic activities by following the approach developed by Fofana et al. (2006). Indeed, to 
understand how macroeconomic policies affect gender inequalities, few CGE studies have 
focused on both the domestic labour and labour market. However, these studies are mainly 
focused on trade liberalization (Fontana (2004), Fofana, Cockburn and Decaluwé (2006), 
Siddiqui (2009). Our study complements the existing literature by analysing whether the fiscal 
reform the government plans to undertake has an impact on the paid and unpaid activities of 
women. In other words, as the government is committed to improve women situation in Burkina 
Faso, it is important to analyse whether the choices made to finance the development policies 
does not worsen women’s situation. 

2. The model and data  

 
To evaluate the impact of the VAT reform on gender inequality and poverty in Burkina 

Faso, the PEP 1-1 model developed by Decaluwé et al. (2013) is used. A fully description of 
the model is presented by Decaluwe et al. (2013). In this section, we pay attention to the main 
characteristics and changes made to carry out our study. The production process has multi-stage 
and this production technology function is assumed to be of constant returns to scale. In the 
first stage, output is modelled thanks to a Leontief input-output function of value added and 
intermediate consumption. In the second stage, a CES function is used to represent the 
substitution between a composite labour and capital. In the third stage, composite labour 
demand is also modelled through a CES function between skilled and unskilled labour. Finally, 
in the fourth stage, each of these skills categories is disaggregated between men and women. In 
the Burkinabe economy, we noticed that women are more represented than men in services 
sectors such as trade (54.36% vs 45.64% for men), catering (55,94% vs 44,06%) and other 
services (53.40% vs 46.60%). (EMC 2014). In addition, women represent 51.72% of unskilled 
workers and only 36.44% of skilled workers in the country. (EMC 2014).  
In the model, households are classified from their location (rural or urban), and their income 
provide from three sources. The first source is capital income, which correspond to 54.45% of 
rural households income and to 65.39% for urban. The second source is labour income. Salaries 
represent 21.82% of rural households income vs 28.53% for urban. The third and last source is 
transfers income from institutional sectors (households, firms, government and rest of the 
world). Households use their income for paying taxes, transfers to other institutions, 
consumption and saving. At this side, we established a little difference between rural and urban 
household. Indeed, we observed that urban households pay four times more taxes than rural 
households. On the consumption side, household behaviour is modelled as a Linear Expenditure 
System and subject to its budget constraint. Here also, we noticed a different prioritization of 
household spending. Rural household consume, in descending order, agricultural goods, 
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manufactured products and petroleum products. Urban people, for their part, mainly consume 
manufactured goods, agricultural products and services. 
Firms derive their income from capital income. They use 7.03% of their revenue to pay tax and 
44.37% is transferred to other institutions (dividends). They save the remaining (48.6%). 
Government’s income is derived mainly from indirect taxes on domestic sales (42.30%). Direct 
taxes paid by households and firms represent 12.60% of government income while import 
tariffs is equal to 11.97%. The remaining provide from the rest of the world transfers (31.50%) 
and capital income (1.63%). The Government use its income to finance public spending 
(91.02%) to support households thanks to public transfers.  
To represent relationship between Burkina Faso and the rest of the world, we use the small 
country assumption. It means that Burkina cannot influence world prices. We also assume that 
Burkinabe producers cannot sell as much as they want on international markets. To sell more 
on these markets and to increase their market shares, producers have to be more competitive 
than other producers. Thus, export supply is constrained by export demand, which is assumed 
to have a finite elasticity, reflecting the level of competitiveness of local producers on the 
international market. Analysis of foreign trade shows that agricultural and mining products 
represent 80% of exports. Manufactured (54.26%) and petroleum (36.70%) products dominate 
imports in their side.  

In the model, we consider an endogenous labour supply. In this way, it is possible to 
determine the policy’s effects on employment. We incorporate domestic activities into the 
model because these activities influence the amount of time spent by household members, 
especially women, in the formal labour market. As in the study carried out by Fofana, 
Cockburn, and Decaluwe (2006), the domestic labour supply depends on amount of time spent 
by households on both tradable and non-tradable activities. To do this, we assume a time 
constraint, which determines the maximum time available to households. The maximum time 
is obtained by adding the total labour time spent on productive activities and the total labour 
time spent on domestic tasks. The introduction of the time constraint prevents the model from 
increasing the labour supply to infinity. Indeed, the division between household tasks and 
tradable activities limits the labour supply. In addition, the utility maximization of households 
now includes tradable goods (acquired in different markets) and the household goods that they 
produce.  Domestic output depends only on the time spent on non-tradable activities. It is 
obtained from the fluctuations of the labour factor in carrying out domestic activities. In 
practice, we model domestic production using a CES function between men’s and women’s 
domestic labour. 

In order to assess the distributive impacts of the VAT reform, we use a micro simulation 
model following top-down analysis. This involves a two-step procedure. First, the results of the 
CGE model relating to the variation in household income, consumption and prices are applied 
to the basic data of the 2014 household survey. In the second step, the new profiles obtained 
are compared to the initial profiles in order to assess the FGT (Foster-Greer-Thorbecke) poverty 
indicators. These indicators determine the number of poor people (P0), the depth of poverty 
(P1) and the severity of poverty (P2). The Gini index is used to determine the variations of 
inequality. 

To implement this macro-micro approach, we need different sets of data, coming from 
different sources. The Social Accounting Matrix (SAM), which is based on national accounts 
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and input-output tables, and the households survey to infer the impact of the policies on income 
distribution and poverty. Specifically, our SAM is based on Cockburn et al (2016) it has 15 
sectors and 16 commodities. This SAM, which was based on the national accounts of 2009, 
was updated to the national accounts of 2019, in order to take into account the new economic 
structure of Burkina Faso. Using the 2014 households’ survey, we disaggregated the labour 
force by skills and gender. Thus, in the SAM we have 4 labour types, including skilled and 
unskilled men and women. The SIGI report results (OECD 2018), allowed us to determine the 
amount of time spent on domestic activities according to gender and skills. Finally, we borrow 
income and trade elasticities from Zidouemba (2018). 

3. Simulation results and discussion   

 
As part of the VAT reform, we implement two scenarios. In the first, we simulate the 

introduction of a minimum 5% VAT rate on agricultural products (simulation 1). In the second 
scenario, we simulate an increase in the VAT rate on water and electricity to 18% (simulation 
2). Both reforms should encourage an increase in government revenue, allowing growth in the 
investment budget. Through this channel, these economic policies should encourage an increase 
in production and in the income distributed to economics agents. 

3.1. Macroeconomic impact of both simulations 
 

Table 1: Impact on macroeconomic variables in % change to the baseline  

 Simulation 1 Simulation 2 
Real GDP 0.01 0.03 

Real consumption rural 
households 

-1.27 -0.48 

Real consumption urban 
households 

-1.35 -0.50 

Consumer price index 0.91 0.61 
Investment 8.62 3.87 

 
The results suggests that both reforms have mitigated effects on macroeconomic 

variables. At the real GDP level, the VAT reform on water and electricity (simulation 2) has 
better positive impact than the introduction of the minimum tax on agricultural products 
(simulation 1). This trend is explained by the higher inflation observed in simulation 1, which 
has favoured a loss of competiveness in mainly economic sectors and a higher reduction of 
households consumption. In simulation 1, this negative spillover effects is by the decrease of 
wages by 0.39% while, their increase (+0.01% ) in simulation 2 has reduced the negative impact 
on households.    

Due to the decrease of production sectors, employment and especially skilled 
employment is reduced by 0.21% in simulation 1 vs 0.17% in simulation 2. In both cases, 
women are more concerned (-0.24% vs -0.17% for men in simulation 1 and -0.19% vs 0.15% 
for men in simulation 2). These negative results in skilled women employment is explained by 
the decline in production of skilled women intensive sector such as “other services” sector. In 
contrast, the positive impact observed in the construction sector, which benefits from 
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investment growth (in both simulations) and in extractive activities (exclusively in simulation 
1) have affected positively unskilled employment. It has increased by 0.32% in simulation 1 
and by 0.20% in simulation 2, still with an advantage for men.  

3.2. Sectoral impacts 

 

Simulation 1: Introduction of a 5% minimum VAT rate on agricultural products 
 

The production decrease observed in the main economic sectors has affected negatively 
their demand for factor. Thus, the composite labour demand declines by 0.45%. However, 
sectors with production towards investment goods and those with intermediate consumption 
dominated by investment goods, have experienced a growth in their labour demand and capital 
in order to adapt to the increase in production (e.g. construction and extractive activities). This 
trend extends to public services because of the positive spillover effects of the reform on public 
sectors.  

At the gender level, the analysis of women's labour demand shows a better trend than that 
for men. This result is explained by the greater decline in wages among women. However the 
employment analysis reveals that men’s labour supply grows more than that of women. The 
analysis of the distribution of formal and domestic work within households may help us 
understand this trend. Indeed, given that domestic production is reduced by 0.54%, we would 
expect to see a decrease in domestic work, allowing women to participate more in the formal 
labour market. 

Regarding foreign trade, the minimum VAT rate on agricultural products improves the 
trade balance deficit. Overall, the results show an overall decrease in imports and exports. The 
decline in imports is linked to the reduction in household demand. The most import products 
affected are those intended for final consumption such as agriculture (-2.50%), finance (-
1.50%), telecommunications (-1.40%), and transport (-1.03%).  
 

Simulation 2: Increase of the VAT rate on water and electricity to 18% 
 

The reduction in sectoral production is reflected in their demand for factors. We observe 
that the overall demand for labour and capital decline by 0.38% and 0.36% respectively. At the 
same time, we notice that the labour demand at the sectoral level is more oriented towards 
female labour due to the  higher decline of their wages. However, the male labour supply in the 
labour market is increasing more significantly compared to the female labour supply, 
demonstrating that female participation in the labour market is limited by other factors.  

The reduction in production and household demand, leads to a decrease in both exports 
(-0.32%) and imports (-0.42%). The products most affected by the decline in imports are water 
and electricity (-4.90%), oil (-0.39%) and finance (-0.02%). Regarding exports, it is 
manufacturing (-0.59%), other services (-0.09%), telecommunications products (-0.45%) and 
finance (-0.40%) that are most affected.  

3.3. Effects on agents  
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Both simulations have different impacts on household income and saving. Indeed, the 
wages cuts for all type of workers and the decline of skilled employment observed in simulation 
1, led to a decrease in household income and savings by 0.37% for rural and by 0.48% for 
urban.  However, in simulation 2, the increase of wages and employment for unskilled workers 
have mitigated the negative effects observed in skilled employment and wages. Thus, household 
income and saving have increased by 0.13% for rural vs 0.11% for urban. Concerning domestic 
labour, the results have showed a decrease for unskilled workers and an increase for skilled in 
both simulations. In addition, it appears in overall that domestic activities increase more or 
decrease less for women, preventing them from increasing their participating in the labour 
market.  

In both reforms and particularly in the VAT reform on agricultural product, the high 
inflation has favoured the reduction of household consumption and weakened firm’s situation. 
The results suggested a reduction of firm income by 0.66% in simulation and by 0.05% in 
simulation 2.  

The government’s financial situation improves in the both simulations but especially in 
simulation 1 with an increase in its revenues by 8.59% compared to only 3.63% in simulation 
2. This trend leads to a surplus of government savings, which cover the initial public deficit. 
The objective of reducing the public deficit is thus achieved.  

3.4. Effects on poverty and inequality  

 

Figure 1: Impact on household poverty (simulations 1 and 2 in % difference to the baseline)  

 

 
Both simulations have more damaging effects on the depth and severity of poverty when 

compared to the baseline. Although urban households are more impacted by both reforms 
compared to rural ones. The trend observed on employment and household income (less 
negative for rural household) can explain this results. The analysis of poverty from a gender 
perspective shows that it increases more amongst women in both simulations than for men. In 
addition, the greater decline observed in female wage-rates and employment leads to a further 
increase in inequalities as reflected by the increases in the Gini index (0.21% in simulation 1 
and by 0.13% in simulation 2).  
 
Figure 2: Impact on male and female poverty (simulations 1 and 2 in % difference to the 
baseline)  
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The results of both simulations indicate that the reform leads to an increase in poverty 
and in inequalities. These results are in line with those of the literature review. The studies 
reveal that an increase in household taxation without appropriate redistribution measures 
negatively affects household welfare. In this study, the results suggest that the increase in 
gender inequality is linked to the decrease in women's wages and labour market participation 
due to an increase in domestic activities.  

3.5. Impact on women 

 

The impact of these reforms on women’s situation is reflected in changes to their domestic 
work burdens, labour market participation and wages. Their participation in the labour market 
has decreased by 0.20% in simulation 1 and by 0.17% in simulation 2. However, this negative 
trend hides the increase in the employment rate of unskilled women in both simulations. 
Women's employment rate is however lower than that for men. The change in the participation 
rate of women in the labour market is slow and can be partly explained by the sectoral results. 
Indeed, the reforms lead to a decline in production in female labour-intensive sectors (e.g. 
agriculture, trade, and other services). In addition, the resulting increase in domestic activities 
appears to be an obstacle when it comes to women's employment in the formal labour market. 
Finally, the greater decline in female employment has favoured a reduction in women wages. 
All these negative results should explained the increase in gender inequalities and women 
poverty. 

4. Conclusion and policy recommendation 

 
This paper aims to evaluate the effects of VAT reforms on poverty and inequality from a 

gender perspective in Burkina Faso. This study is all the more important due the persistence of 
poverty and gender inequalities in the country. The study used a computable general 
equilibrium model to identify the potential effects of the reforms on all the economics agents 
and markets. Since domestic chores influence the amount of time spent by household members 
in productive activities, we integrate this factor into our model. The simulations are based on a 
government reform project, which plans to introduce a minimum VAT rate of 5% on 
agricultural products and then to increase the VAT rate on water and electricity to 18%. The 
results suggest that the reform leads to a deterioration in household welfare. We observe an 
increase in poverty and inequalities. Women are more affected by the increase in poverty and 
more specifically those in urban households.  The increase in poverty is driven by declining 
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household incomes and rising consumer prices. Gender inequalities are influenced by the 
increase in the domestic burdens of women and by their wages reduction. 

The results of this study have indicated that both policies could improve public finances. 
However, the VAT reform on water and electricity should be recommended because it has less 
negative effects on poverty and gender inequality. Regarding the fight against gender 
inequalities, the government should reallocate part of the surplus resources released by the 
reform to the construction of infrastructure reducing the domestic work of women such as 
childcare centers, electricity connections, standpipes. It should also subsidize part of the cost of 
childcare and increase support to sectors in which women are concentrated.  
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