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Summary: Like many countries in sub-Saharan Africa, Ghanaxgeriencing the impact of the
global crisis and the uncertain economic outlookleked, as Ghana's economy is among the most
open in Africa, it is expected that the country hasn and will continue to be severely affectedhay
crisis, although strong export prices of its makpats (gold and cocoa) may at least partially
counteract the effects associated with the crisis.

The main goal of this paper is to understand theergml impacts of the 2008/9 global crisis on
different dimensions of child poverty (monetaryngar, school participation, child labour and access
to health services) in Ghana and to support thigypataker in designing the most appropriate policy
response to counteract the negative effects ofrises. As timely data are not available, a combiine
macro-micro economic model to predict the impadhefglobal crisis on children was developed.

Simulations suggest that the financial crisis wonlctease monetary poverty and hunger across all
regions of Ghana, eroding many of the gains made the past few years. Indeed, in comparison
with the year preceding the crisis, instead ofducdion of four percentage points in child monetary
poverty in 2011 predicted in the absence of crigie, simulations indicate a 6.6 percentage point
increase, with a continuous increasing pattern dlerperiod of study. The global crisis is also
predicted to severely deepen hunger among childsdmch is simulated to increase up to 6.6
percentage points in 2011 beginning with a shacpease already in 2009. For both monetary poverty
and hunger, the impact of the crisis differs acraégegions, with the Eastern, Volta and Greater
Accra regions predicted to be the most affectedld@mn’s participation in schooling and labour, as
well as their access to health services, are feteéodbe much less affected by the crisis, althdugh
found to reverse predicted increases in enrolmedthealth access (with substitution toward more
modern types of health services) and forecastadttiedhs in child labour.

Finally, alternative policy options have been siateitl: a cash transfer programme targeted to poor
children is found to be generally more effectivepimotecting children than food subsidies. Indeed,
with a total budget equivalent to 1% of 2008 GDRash transfer — equivalent to an individual annual
amount of 19.&edis — would cut the predicted increase in monetaryepgvby over two percentage
points in 2011.

Although Ghana might be in a position to rapidlyplement a cash transfer programme building on
the existing Livelihood Empowerment against PovéLi#AP) programme, other interventions (or

mix of policies) might be more cost-effective inetlshort run. A combination of a universal or

regionally targeted cash transfer programmes fadrem aged O to 5 years old, together with a
school-feeding programme in poorer regions, migptesent an effective way to intervene quickly to
improve child well-being.

Key Words: global economic crisis, child poverty, hunger, etion, child labour, health, West and
Central Africa, Ghana, social protection
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A UNICEF-PEP Africa Research Project on
the Impact of the Global Economic Crisison Children in Western and Central Africa

This study assesses the potential effects of tbleagleconomic crisis on children in Burkina Faso,
Cameroon and Ghana and the proposal of concretey pelsponses to the policy makers. It is the
result of a research project promoted by the Regitffice of UNICEF for West and Central Africa
and led by the African office of the Poverty andoBRomic Policy (PEP) research network, in
collaboration with the UNICEF Innocenti Researcmi@e and the UNICEF Division of Policy and
Practice. PEP is financed by the Government of Garthrough the International Development
Research Centre (IDRC) and the Canadian Interradtioevelopment Agency (CIDA), and by the
Australian Agency for International Development D). PEP’s African office (PEP-Africa) is
based at the Consortium pour la recherche éconengijsociale (CRES, Dakar).

A regional and three country teams of researcher® iormed. The regional team, coordinated by
PEP-Africa, was composed of researchers from Af(GREAT, Mali; University of Yaoundé,
Cameroon), from the Université Laval in Canada #red UNICEF Innocenti Research Centre. The
regional team developed the basic methodology,igeolvtraining and closely supervised the three
country studies, and prepared a regional reportpafidy brief synthesizing the results for the #re
countries. The country teams led the country aealyisteracted with the local policy committees and
wrote their respective country reports.

This research was initiated in June 2009: at the @nthat month the regional team provided the
methodology and held in Accra an intensive trainivgykshop for the local teams. A visit to each
country followed in August. In the following montlise regional and country teams carried out the
analyses and presented the preliminary resultshefstudy in November and December at the
WCARO Social Policy Network Meeting in Dakar, thdEUNICEF conference on “The global
economic crisis — Including children in the poli®msponse” in London and the AERC conference on
“Rethinking African Economic Policy in Light of th&lobal Economic and Financial Crisis” in
Nairobi. In the following two months the regionaldacountry studies were finalized by including
also some additional policy responses ad hoc to eaantry.

The main outcomes of this project are:
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INTRODUCTION

The direct impact of the 2008-2009 global econoarisis in sub-Saharan Africa, through
reduced foreign trade and capital inflows, has b&elh recognized and discussed by many
development experts. The crisis has to some egtedied many of the macroeconomic gains
made by most sub-Saharan African countries. Spadifi the economy-wide effects range
from declining investment in public services to dirshed access to credit, and from growing
employment imbalances and diminished consumptiqgractes to potentially heightened
social exclusion. Furthermore, reductions in figeslources and aid available to governments
have affected public service delivery, not juseducation, health, sanitation and water, but
also in areas such as social protection.

In terms of labour supply, evidence from past srisepoor countries suggests that the global
crisis is likely to disproportionately and negatwaffect employment, frequently leading to
longer working hours and a move into riskier andido status forms of employment or
informal jobs, as well as an increased involvemanthildren in work related activities
(Woldehanna et al. 2008). There is ample evideriddis from the crises in Thailand and
South Korea in the late 1990s (Shin 1999; Kim and3/2007; United Nations 2003).

This research aims at shedding some light on thengal impact of the current global
economic crisis on child well-being and proposinigeraative policy options to the
government to protect the development of childred #o intervene before the potential
detrimental effects brought by the crisis becomegilasting. As complete data are not yet
available on these impacts, we proposexante layered macro-micro simulation approach.
Specifically, at the macro level we simulate thitowg CGE model the impact of the crisis
through predicted changes in foreign direct invesits, trade, remittances and international
aid. Changes in incomes and prices generated b @& model are then integrated into a
micro-behavioural simulation model and, finallysuéis generated from the latter are used to
estimate variations in the various dimensions oldcpoverty. In particular, the effects on
child monetary poverty, hunger, child school andola participation, and access to health
care are simulated.

The rest of the report is presented in four sestié¢iollowing this introduction, section two
provides the context for the study; section thriseusses the analytical framework, whilst
section four presents the results of the simuladednarios. Finally, the last section
summarizes the main findings and the implicatiointhe research.

1. CONTEXT

Like many countries in sub-Saharan Africa, Ghanexiseriencing the impact of the global

crisis and the uncertain economic outlook. As Glsearaonomy is among the most open in
Africa, it is expected that it will be severely efted by the crisis, although strong export
prices of its main exports (gold and cocoa) malgast partially counteract the effects of the
crisis. Private remittances are falling, foreigredt investment appears to be lower with few
near term prospects for new state divestitures,adiinclal access to global market financing

has suffered a set-back.



These developments have had a direct impact obalamce of payments, domestic demand,
and economic growth. At the same time, currencgganes have triggered higher inflation,
requiring tighter monetary policy, with further age impact on economic activity.

The degree of economic slowdown in 2009 remainedain, as quarterly GDP data were
not compiled in Ghana at the time this document wexsfted. The Bank of Ghana’s
Composite Index of Economic Activity (CIEA) at tlesd of May 2009 declined by 2.2%
compared to a year earlier in real terms, sugggstal GDP growth below the 5% mark,
down from the peak of 7.3% in 2008. Similarly, B&nk of Ghana’s survey of business and
consumer confidence in June 2009 reported a dealiraptimism compared to the April
2009 survey.

The crisis is having a clear impact on governmerenue, with domestic VAT collections

falling 27% below target levels in the first half 2009 and corporate income taxes 17%
below target, on the same basis. At the same tfmancing for the budget has been
adversely impacted. No financing from sovereign ketiaccess and divestitures to foreign
investors is projected for 2009-2010, comparednanicing in the 4-6% of GDP range during
2007-2008.

In the balance of payments, lower remittances addcéine in capital inflows contributed to
a sharp decline in foreign reserve coverage in 168 and the first half of 20009.
Notwithstanding this support for the balance ofrpapts, the Ghana national currencsd()
depreciated significantly through late 2008 ana iB009, with a pass through to domestic
inflation. Accordingly, the 12-month inflation ratese from the 10% range a year earlier to
close to 20% through the first half of 2009. A sfgrant contribution to this trend came from
imported goods and services, including a 30% nigeetroleum product prices.

The effects of the financial and economic crisima@ uncertain. Indeed, the prospects of a
further slowdown in global demand, stagnation oerewa decline in remittance flows are
likely to diminish the prospects of growth in 20B8low expectations. The magnitude and
spill over of the global slowdown emanating frone global crisis may be more pronounced
than expected. The global outlook is uncertain famahcial strains persist. A general lack of
confidence in the economy may lead to a deeperssemg curtail trade finance, and
constrain global trade. Downward pressure on ecomeativities could worsen especially
with Ghana’s trade partners where there are vewgectrade and financial linkages. The
short-term poverty impact of the current crisislWwg compounded if domestic prices for fuel
and food remain relatively high. In Ghana, fisqadce for cushioning the impact on the poor
is minimal, transfer mechanisms are not well tadetind putting new transfer systems in
place takes time, money and administrative capacity

Due to fiscal slippages during 2008, when the defose to exceed 14% of GDP and public
debt rose sharply, Ghana does not have the figmdesto adopt counter-cyclical fiscal
policies to cushion its citizens against the glolgaisis. Indeed, the planned fiscal
consolidation in 2009 and later years is being counmpled by the fall in budget access to
market financing and divestiture funding.



Moreover, reflecting balance of payment pressunesrasing inflation, monetary policy has
been tightened in Ghana since the start of theaglolisis, in contrast to the easing of
monetary policy in most sub-Saharan African coestri

Existing social protection includes the “lifelinetheme to reduce utility costs at low-usage
levels, the Livelihood Empowerment Against Pove(bEAP) targeted cash transfer
programme, and a school feeding programme. OtHangminclude grants and subsidies for
education (capitation grants, subsidy for basiccatian certificate examination, a subsidy
for senior high schools), and national youth emplegt programmes. However, financing to
expand current poverty-reducing programmes andak@ecotection schemes for the most
vulnerable households will prove critical.

In response to the global crisis, the GovernmenGbéana has initiated various strategic
interventions to extend the social protection met eneasures are being adopted in areas that
appear particularly at risk. For example, the goweent has made a provision of GHC30
million in the 2009 budget for the provision of pble water. This intervention is to help
reduce the incidence of water-borne diseases dsawehe eradication of the guinea worm
pandemic in the rural and affected communities. allguthe government would like to
extend financial support to the pro-poor househaliter the LEAP programme from 18,000
households currently to 35,000 households.

As much as the government wants to mitigate thes @ssociated with slower growth for low
income and vulnerable groups, the fiscal abilityptovide social protection and safety nets is
constrained by the need to restore fiscal disagplin order to minimize the risks of
macroeconomic instabilities. The Government theeefis having difficulty strengthening
existing programmes. Accordingly, the budget priavisor potable water is insufficient to
meet the growing demand from the communities agfibtty the guinea worm pandemic, and
the intended scaling up of the LEAP programme may lre feasible, given financing
constraints.

Reflecting the growth slowdown in 2009 discussedvab revenue performance has
deteriorated. Although currency depreciation isvjgiimg temporary support to import tax

collections, domestic revenues are experiencingelahortfalls. For the first half of 2009,

shortfalls have been particularly important for astic VAT, the national health insurance
levy (NHIL) and corporate taxes. Unless performancdhese and other domestic taxes
strengthens in the second half, the overall sHbitfadomestic revenues on account of the
global economic crisis could be as large as 1.8% P (Table 1).

Faced with these potential revenue shortfalls,giernment has adopted a number of new
revenue measures that should support collectio290@®. These include a stabilization levy
(new 5% corporate income tax), an increase in th@o@ departure tax, cutbacks in tax
exemptions, and new fees and licenses. The prdjgotéd of these measures is estimated at
0.6% of GDP.

Ghana’s foreign reserves at end-June 2008 were [§lién, or 2.8 months of projected
imports of goods and services, declining to $2I0ohi at end 2008 (2.2 months of import
coverage).



By end-March 2009, reserves had fallen further 107% billion (1.7 months of import
coverage). The decline in foreign reserve coveradate 2008 and early 2009 was directly
linked to the global financial crisis. In particulahe balance of payments deteriorated on
account of the factors described below.

Table 1: Revenue developmentsin thefirst half of 2009

Revenue Type Budget projection Deviation from Potential full-
for 2009 (GHc  targetin first half  year shortfall
million) 2009 collections  (GHc million)
(in %)
Domestic VAT 577 -26.8 -155
Domestic excises 63 -1.6 -1
Domestic NHIL 392 -26.8 -105
Communications services tax 60 -9.5 -6
Personal income tax 663 1.4 9
Corporate income tax 688 -17.5 -120
Total of above 2443 -378
per cent of GDP -11.3 -1.8

Source: MOFEP

Remittance inflows appear to have been affectedhbycrisis. Individual foreign inward
transfers have fallen sharply since January 2008aps due to the fact that Ghanaian
workers abroad are losing their jobs or acceptiogel wages because of the global
economic downturn. Net inward private transfers fieim 507.63 million US$ in the first
quarter of 2008 to 397.08 million US$ the first geaof 2009.

Data compiled by the Ghana Investment PromotionnCibwn foreign direct investments
shows that inward investments in the first quanfe2009 was only one-third of the level of a
year earlier (Table 2).

Table 2: Value of foreign direct investments, 2008-2009 (million US $)

Q1 2008 Q1 2009
Joint Ghanaian-Foreign projects 3.0 5.4
Wholly-owned foreign enterprises 46.1 12.7

Source: Ghana Investment Promotion Council

In the area of portfolio investments, Ghana beedfiln 2007 and early 2008 from non-
resident investments in the domestic treasury im#rket. As risk aversion increased
following the global financial crisis, these invesnts were partly liquidated in late-2008 and
early-2009. Ghana issued a debut Eurobond in @®&-2nd was considering further market
placements in late-2008. These were cancelled v@t@mna’s market access was effectively
closed as a result of the global crisis. With reger privatization proceeds, the country
experienced inward capital investments associaiéd divestitures in both 2007 and 2008.
Given the increased risk aversion after the gldioa@ncial crisis, further such revenues are
not a near-term prospect.



Table 3. Balance of payments, 2007-2009

In millions of dollars 2007 2008 2009
Crisis-affected BOP components 4,052 4,140 2,184
Private transfers 1,834 1,970 1,367
Official capital flows (1) 1,145 538 491
Private capital flows (including errors/omissjon 1,073 1,632 326
Other BOP components -3,639 -5,081 -2,838
Trade balance -3,894 -4,999 -3,513
Services and income flows -305 -758 -442
Official transfers 560 676 719
Oil sector investments 0 0 398
Overall balance 413 -941 -654
Gross foreign reserves (2) 2,837 2,036 1,500
Months of import cover 2.7 2.2 1.5

Source: MOFEP and IMF projections for PRGF arrangement.
Notes: 1) Before exceptional financing from World Bamdabilateral sources; 2) Gross reserves in 2009 are
measured before exceptional financing from IMF, W&ank and bilateral creditors.

The private remittance and capital flows in tabkr® projected at $2.2 billion in 2009, down
from more than $4 billion in the preceding two yearhis shortfall more than accounts for
the projected deficit in the balance of payment2®9 and for the continuing decline in
foreign reserves. Without any exceptional finanam@009, gross reserves would decline to
a projected $1.5 billion (1.5 months of import cgveNith $450 million of exceptional
financing from the World Bank, IMF, and other bded! creditors, foreign reserves would be
stabilized in 2009 at a projected $1.95 billiorb(fnonths of import cover).

2. METHODOLOGY

The study adopts the layered macro-micro methogoldgveloped by Bibi, Cockburn,
Fofana, and Tiberti (2010). In this section we siaripe the methodology and elaborate on
some specific issues in the case of Ghana. Evigeht global economic crisis at the macro
level will affect world commodity prices, foreignda FDI and remittances, which will affect
local product and factor markets, government fiegnand international trade in diverse
ways. Fluctuations in these variables ultimatelyedaine changes in household incomes,
through changes in incomes and consumer priceschwhonsequently affect various
dimensions of child well-being.

At the macro level, simulations are run with a C@&del, which is a multi-market model of
an economy based on real world data and which uggsous microeconomic and
macroeconomic equations to simulate the behavioeainomic agents. We begin by
improving the 2005 SAM constructed by the GhanaiSieal Service. First the SAM is
updated to 2008 macroeconomic figures. Also, trereshof labour categories were further
disaggregated using information from the Ghanarigvbtandard Survey (GLSS 5) into six
categories as shown in table 4. This SAM was usedrt the CGE model. The GLSS 5 is a
nationally representative household survey thagirattes socio-demographic and economic
information on households and individuals, inclydehildren. Information on prices of the
commodity bundles was obtained from the price dase of the Ghana Statistical Service
and other international sources.



Table 4. Structure of aggregate 2008 SAM

27 Sectors and Commodities » 12 agricultural categories
* 3industries
» 12 services
7 Factors of Production * 1 capital
* 6 labourcategoriegrural formal laboururban formal skilled
labour,urban formal unskilled labouryral informal labour,
urban informal skilled labougrban informal unskilled

labour)
2 Households e 1rural
e 1urban

After the macro and the micro models are made sterdi and changes in prices, revenues
and employment rates generated by the macro silonsaare fed into the micro model, we
are able to estimate the potential effect of thsiiand alternative policy options on child
welfare.

Changes in child monetary poverty under the diffeszenarios simulated in this analysis are
captured through a Cobb-Douglas approach, usingdimid specific preferences but with
fixed budget shares. Aggregate household consumptieflated by a per adult equivalent
scale based on minimum caloric needs and by relesgatial and temporal deflators, is the
variable used to assess changes in monetary ppaedyrding to the Ghana absolute poverty
line (37.089 in newCedis). Changes in real consumption are affected byrmam channels:
income and consumer prices. Changes in househotm@ are the result of the sum of
changes in incomes from: wages (affected by vanatin both wage and employment rates);
self-employment in agriculture and non agricultsectors; transfers (public and private
transfers and dividends). Changes in consumer raféect real consumption through
household purchasing power.

Per adult equivalent food quantities consumed énbilise year and those simulated under the
different scenarios for each consumption categoeyused to estimate changes in hunger
rates. With the help of Ghana-specific nutritiomables (Eyeson and Ankrah 1975), we
translated the food quantities consumed into cadoricalculated the hunger rate by
comparing the per adult equivalent calorie intakin whe daily caloric requirement, which is
assumed to be equal to 2450 kcal. Calorie intakesfiected across the different scenarios
by changes in household income (which are obtaaisedescribed above), and by changes in
food prices, as these modify the quantities of foodsumed. Unfortunately, GLSS5 does not
contain information on consumer prices, which pdevihe best price data for such an
analysis. We were thus obliged to use official coner price data by region, further
disaggregated into urban and rural areas, whiclhimegult in an overestimation of the child
hunger rate to the extent that households pay I@nees or consume lower quality goods.
However, as we are primarily interested to see timcrisis and policy responses to it can
potentially affect the calorie intake, the quality data is likely to affect less the absolute
levels than subsequent variations in absolute $ével

! See Cockburn, Fofana and Tiberti (2010) for aitéetaliscussion on this issue and the appropriatené
using calorie intake to estimate the hunger rate.
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For both monetary poverty and hunger, we will shbe estimated headcount and poverty
gaps for the child population (younger than 15 ygead) in the base year as well as those
simulated under the different scenarios. In additomthe national rates, we will show results
by different break-downs to capture within coundkifferences, namely by region, locality
(urban/rural), number of children living in the ls&inold, and gender of the household head.

To investigate the effects, in each simulation agen of changes in real consumption on the
probability that a child goes to school and/or tarky we identified four situations: i) school-
no work; ii) school-work; iii) no school-work; ivho school-no work. We employed a
bivariate probit regression estimating the joinbhability of a child attending school and
working on individual/household/community charaigiics and real adult equivalent
consumption. We then compared the predicted averegjgbility of children being in each
of the four situations in the base year and in eadisequent year according to the different
scenarios: absence of the crisis, crisis and @iffiegpolicy responses.

Lastly, to investigate the change in real consuomptin the probability of ill children asking
for a health consultation, we ran a logit modehvatbinary dependent variable taking value
1 if a sick child had a health consultation and tBeowise. Individual, household and
community characteristics, as well as real aduluivent consumption, were the
explanatory variables. In order to ascertain if¢his substitution towards a different type of
health facility as a result of the crisis, amongséh who had a consultation we ran a
multinomial-logit model with a dependent variabkkihg value 1 if the child visited a
hospital, 2 if s/he visited a clinic, 3 if s/he itesl a pharmacy or chemical store and 4 if other
health facilities were consulted: traditional hesleconsultants or patient's home. Again,
individual, household and community characterist@sd the real adult equivalent
consumption were the explanatory variables.

We then used this model to predict the probalslitéill children accessing a health facility
(logit regression) and the choice of health cacdifa (multinomial logit regression) for each
simulation scenario. We then calculated the avepaggeentage change between the predicted
probabilities in the base year and the predictetgilities under the different scenarios.

Then, one of the simulated policies (targeted deainsfers to poor children) required us to
develop a tool helping the identification of pobildren, as government would be required to
in implementing such a programme. To do this, weded to construct a micro-econometric
model that, based on easily observable individualisehold and community characteristics,
was able to correctly predict household consumpénd, therefore, the poverty status of
each child. A proxy-means approach was used anegifggally, followed a quantile
regression. For more details on the model see Blbckburn, Fofana and Tiberti (2010).
Table A in Annex Il lists the variables used in thedel and their estimated coefficients in
predicting (the log of) real household income pirlaequivalent.

2 A child is defined as involved in a work activifys/he did any domestic work for at least 28 hdara week
and/or any economic activity (irrespective of treufs spent on it) if the child is less than 12 geald, and
more than 14 hours a week if 12 and older. Thitésdefinition of child labour adopted for the eledtion of
MICS data as reported bwww.childinfo.org for further information see the child protectisnb-section
included there.
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Finally, the data for the micro analysis come frilv@ Ghana Living Standard Survey, carried
out in 2005/06. The “base year” of our analysisstarresponds to 2005/06, and we made
the hypothesis — strong but necessary in the absehceliable data — that both the
distribution and the level of consumption and rexendid not change between the year of
the survey and the base year (i.e. the year pregele crisis) of our analysis.

3. SIMULATION SCENARIOSAND RESULTS

The study first simulates two sets of scenarios: usiness as usual (BaU) or baseline
scenario (without crisis), and the crisis scenaflte BaU scenario is based on the hypothesis
that changes in variables linking Ghana’s econammhé global ecoonomy follow historical
(pre-crisis) trends. The crisis scenario, basereoant information (observed or projected) on
the situation of the global economy, assumes airgeedh the variables that transmit the
global crisis to the local economy (import pricegport volumes, remittances, FDI and
foreign aid; hereafter “transmission variables”Rid09° then their stagnation in 2010 except
for commodity prices that rebound and, finally, ecavery in 2011 as all transmission
variables resume historical trends, albeit fronowdr base than in the BaU, in 2011. These
scenarios are discussed in detail in Cockburn, feoand Tiberti (2010). Government per
capita expenditures are assumed to remain conatahtthe increase in the government
deficit, induced by the fall in tax revenues anckign aid inflows, is assumed to be covered
through increased domestic borrowing.

Without the crisis (BaU), all transmission variablshow increasing trends (table 1).
However, the world prices of imports, after reachihistorical records in 2007-8, are

assumed to stagnate on average over the followingetyears. Changes in transmission
variables stemming from the global economy downtama also presented in table 5. The
global crisis translates into absolute declinethengrowth rates of the transmission variables
in 2009 except for export volumes. However, thdeftais also affected by the global

economic downturn, as export volumes do not growth crisis as fast as in the BaU

scenarios. In 2010, import prices start to incréas&0% on average, while other variables —
export volumes, foreign investment, remittances] &reign aid — stagnate. The latter
variables recover in 2011 following their histotic@nds.

Table 5: Percentage changein transmission variables

BaU Crisis
2009 2010 2011 2009 2010 2011
Average world import price 0.0 0.0 0.0 -19.2 10.1 0.2
Export volumes 12.3 12.0 114 5.0 0.0 114
Foreign investment 11.0 9.9 9.0 -42.0 0.0 9.0
International aid 2.7 2.7 2.6 -14.0 0.0 2.6
Remittances 7.0 6.4 5.8 -11.6 0.0 5.8

Source; Authors’ elaborations based on simulations

% Years refer to the period ending in June. For gtanf2009” refers to the period July 2008-June 200
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4.1 Macro impacts

According to the simulations, without the globak Ghana would have maintained its real
GDP growth rates at 7% over the period 2009-20iyurg 1). With the crisis, the real GDP
growth rates fall to 5.1 and 3.8% in 2009 and 20&8pectively, then increase to 6.5% in
2011, just below the BaU rate.

The GDP growth rate slows down in 2009 becausesijraficant decline in investment and,
to a lesser extent, in final consumption (table B)e deterioration of the latter in 2010
contributes to exacerbate the growth slowdown. $tment and final consumption recover in
2011 and contribute to the GDP growth during tlesqu.

Figure 1: Simulated real GDP growth rates (per cent), annual change

8 M Baseline M Crisis

2009 2010 2011
Source: Authors’ elaborations based on simulations

Table 6 records annual changes in the componen&Déf: final consumption, investment,
and net exports. Under the BaU scenario these coemp® grow strongly over the period
2009-2011. The economy under the crisis scenamevsimuch reduced growth rates for
these variables, in particular investment and fic@hsumption. Average growth rates of
investment decline by 8.6%, compared to an increds&3% under the BaU in 2009.
Although the fall in investment growth rate low@ns2010, the rebound in the global import
prices contributes to deteriorate the purchasinggp@nd reduces the final consumption.

Table 6: Smulated change in components of GDP (per cent)

Final consumption Investment Export Import Net export

Ratio to GDP 103.2 35.0 40.1 -77.0 -36.9
BaU (Annual change)
2009 7.5 13.1 12.3 13.1 13.9
2010 11.5 16.8 12.0 19.6 27.6
2011 13.8 17.5 11.4 21.7 31.3
Crisis (Annual change)
2009 0.4 -8.6 5.0 -7.2 -20.4
2010 -2.8 -1.7 0.0 -10.1 -24.5
2011 4.2 8.2 11.4 6.5 -2.8

Source; Authors’ elaborations based on simulations
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On the other hand, the fall in import prices reduttee country’s trade deficit (negative net
exports), in particular during the first and secgedrs of the crisis.

The importance of foreign investment in the counffigure 2) renders it particularly
vulnerable to its reduction during the crisis. Hee!e Ghana's greater exposure to external
trade, associated with favorable terms of tradesldgwnent and the continuing strong export
prices for its two main exports (gold and cocoas kontributed to substantially reduce its
trade deficit and mitigate the adverse effectdhefglobal crisis.

Figure 2: Structure of savingsin 2008, per centage of GDP
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Source; Authors’ elaborations based on simulations

The decline in domestic prices simulated undernibxerisis scenario reverses in the crisis
scenario. Without the crisis, consumer and valudedd(or factor) prices would have

continued to decrease and increase, respectivedy, the period of 2009-2011 (table 7).
However, under the global crisis scenario, consumeces increase because of the
depreciation of the national currency, while vahggled prices fall because of higher input
costs. The decline in external resources inflowsxport revenues, remittances, foreign
investment and aid flows — and the lesser reduatiomport cost contribute to depreciate the
exchange rate. This effect accentuates during thbiligation period (2010) with the

expected rebound of world import prices. This dbutes to lower final consumption and,
consequently, to enhance the adverse effects ofliblgal crisis during the stabilization

period.

Table7: Smulated annual changesin priceindices (per cent)

BaU Crisis
Exchange rate Consumer Value added Exchange rate Consumer Value added
2009 -6.0 -2.3 4.2 27.6 4.2 0.8
2010 -9.3 -3.8 55 3.0 5.8 -5.3
2011 -11.0 -3.9 6.3 -8.4 0.6 0.7

Source: Authors’ elaborations based on simulations

Referring to figure 3, in the BaU scenario the Gowgent primary budget balance remains in
surplus and increases throughout 2009-2011. Wheretrikis scenario is simulated, it is in
deficit over the crisis and the stabilization pddaamf 2009 and 2010 and returns to a surplus
when the recovery of the pre-crisis growth pacee®m the 2011.
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Figure 3: Simulated Government primary budget surplus (per cent of GDP)

10
M Baseline M Crisis

2009 2010 2011

-5
Source: Authors’ elaborations based on simulations

In the absence of global crisis, Ghana’s strongneesuc growth would have increased the
demand for both formal and informal work, resultingan increase in the informal wage rate
(table 8). Formal wage rates are fixed in real teaocording to the short run perspective of
the analysis. The crisis results in a lower growetie for formal employment compared to the
BaU scenario in 2009. More unemployed workers enfdrmal sectors increase the pressure
in the informal labour market, which is translatetb lower wages as compared to the BaU.
The situation worsens in 2010 (stabilization perimthen formal employment falls. More
workers are pushed into the informal labour madtat consequently the informal wage rate
decreases. The last period 2011 shows a recovetiyeinabour market when formal and
informal employment rebound, along with the infofnvage rate (table 8).

Table 8: Simulated annual changesin wage rates and employment levels (per cent)

Formal work Informal work Informal wage
BaU Crisis BaU Crisis BaU Crisis
2009 31 20 2.2 3.0 10.8 6.7
2010 41 -0.6 15 4.9 134 -3.8
2011 41 1.8 1.5 3.2 15.0 5.9

Source; Authors’ elaborations based on simulations
4.2 Impactson children®

4.2.1 Monetary poverty under the baseline and crisis scenarios

Tables 9 and 10 present results for child monepamerty in the base year and under the
simulated scenarios in absence of crisis (BaU)vaittd the crisis for the 3-year period 2009-
2011. Estimates for the base year indicate thatntitenal monetary headcount poverty
among children in Ghana was 33.7% (table 8), reyottesy slightly more than 3.1 million
children. However, there are large regional digarin the incidence of poverty: the Eastern
region shows the lowest child poverty (15.8%),daléd by the Ashanti and Central regions,
while the three northern regions have the highlesdtl poverty rates ranging between 56.7%
in Northern and 77.9% in Upper East, well aboverthi&gonal average.

* If the reader is interested in the absolute numbérchildren affected in the scenarios preseniettiis study
(further to those already reported in the main)tekien s/he can consult the percentages showmliandssed
hereafter in the main text together with the rete\absolute numbers reported in table D in Annex I
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Significant differences also exist between urbad amal areas, with the latter showing a
child poverty rate almost double that estimateduftsan areas. Child poverty among children
living in male-headed households is higher (36.18empared with female-headed
households (25.9%). Also, child poverty is posiyveorrelated with the number of children
living in the household; while children without asiblings show a poverty rate of 14.7%,
those living in households with 6 or more childface a dramatically higher risk of being
poor (65.5%).

Table 9: Monetary headcount poverty in base year, BaU and crisis scenarios by region,
sex, locality and number of children in the household

Headcount Childpop. Base BaU Crisis

share (%) year 2009 2010 2011 2009 2010 2011
All Children 100 33.7 -0.9 -1.9 -4.1 15 6.1 6.6
Westert 10.6 40.F -1.4 -4.C -7.E 2.3 6.5 6.€
Centra 8.7 20.¢ -2.5 -2.7 -6.C 1.8 54 6.C
Greater Accra 11.2 26.4 -0.4 0.0 -1.9 1.9 9.4 10.7
Volta 7.6 26.6 -0.5 -1.0 -2.0 2.4 10.5 11.0
Easter! 13.1 15.¢ 1.2 0.€ 1.C 1.¢ 6.€ 7.S
Ashanti 17.6 18.2 -0.5 -1.1 -3.6 2.4 6.4 6.9
Brong Ahafc 9.3 38.:2 0.C -1.8 -3.1 1.€ 4.7 5.€
Northern 13.2 56.7 -4.1 -6.3 -101 -1.4 1.5 1.3
Upper Eas 49 69.¢ 1.2 0.7 -0.5 1.7 7.5 6.8
Upper West 3.7 77.9 -0.6 2.2 -5.9 0.0 2.6 2.6
Rura 65.5 39.7 -1.€ -3.2 -6.2 0.¢ 4.t 4.4
Urbar 345 22.4 0.4 0.€ 0.1 2.7 9.1 10.¢
Female hh het 23.2 25.¢ 0.4 0.1 -1.4 2.€ 7.1 7.S
Male hh hea 76.8 36.1 -1.3 -2.5 -4.¢ 1.2 5.6 6.3
1 chilc 11.6 14.7 0.t 0.2 -0.3 1.€ 4.: 5.C
2 children 216 22.6 -0.5 -1.1 -2.0 2.1 7.6 8.7
3 childrer 24.9 27.¢ -0.7 -1.3 -3.1 1.3 6.5 7.5
4 children 18.4 39.2 -0.9 -2.6 -4.5 2.4 6.5 6.5
5 childrer 11.4 44 4 -0.2 -0.7 -3.7 3.C 7.7 8.8
6 children or more 12.1 65.5 -3.7 -6.5 -12.9 -2.0 2.1 1.1

Source : Authors’ elaborations using the results of timuations

Note: Rates for the base year are estimated from tHeSE.and reported in their absolute values
while those relative to the other scenarios areikitad and expressed as the difference in % points
to the "base" value

Ghana'’s efforts at poverty reduction would havedpaf in absence of the global crisis. The
‘Business as Usual’ scenario indicates that Ghamaldvhave achieved poverty reduction of
0.9, 1.9 and 4.1 percentage points for 2009, 2002811 respectively in comparison with
the base year (i.e. around 376,000 children woaldetescaped poverty by 20f1Jhis is in
line with the decreasing trend in poverty ratesg@hStatistical Service, 2007) and with the
sustained economic growth experienced by Ghanatbedast decade. Without the crisis, all
regions would have experienced some level of pgweduction by 2011, with the exception
of the Eastern region only. While the Western, @draand Northern regions would have
experienced the greatest reduction in poverty b$12Ghe Eastern region would have
registered an increase in child poverty by 1 pasgnpoint by 2011. This reduction in child
monetary poverty is concentrated in rural areakl vatluctions of up to 6.2 percentage points
in 2011, while in urban areas substantial stabditgr time would have been observed.

® The absolute changes shown throughout this docuaieredy take into account the growth in the chitghulation (0-14
years old) and the average annual value obsentacgée 2004 and 2008 (=1.3%) has been used.
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Children living in households headed by a male Wwddve experienced a relatively greater
reduction in poverty than children living in a felmdeaded household over the three year
period. A notable observation is that the reductiomrchild poverty is positively correlated
with the number of children.

Results from the simulations for the crisis scemandicate that it would impact negatively
on poverty and to a large extent erode the gairdenmapoverty reduction over the preceding
years® The economic crisis would in fact increase thddcpbverty headcount by 1.5, 6.1
and 6.6 percentage points for 2009, 2010 and 26a&drelsponding to 630,000 additional
children in poverty by 2011) respectively, thus mgkgovernment intervention urgently
necessary in order to limit the damage. Child manyepoverty is expected to worsen in all
regions, with Eastern, Volta and Greater Accra $aed to be the hardest hit, while the
primarily rural regions — Northern and Upper Westveuld be the least affected over the
three year period. In confirmation of this reswhjldren living in urban areas would be
significantly more affected than those residingural areas. As shown in Cockburn, Fofana
and Tiberti (2010), the deterioration in child mtarg poverty, primarily driven by a
reduction in consumer purchasing power and a ldrgp in income in the non-agriculture
sector, is in fact partly offset by the increaseagricultural incomes (both from sales and
own-production) following a continuous food priceiease.

There is little difference in the impact of thestsi on child poverty by the gender of the
household head, though the impact will be slightipre intense for children in female
headed households. The negative impact of the egionorisis on the incidence of child
poverty among households with 1 to 5 children isteqclear and relatively evenly
distributed, while the impact is substantially lowen children living with more than 5
siblings but who already have a much higher prdibgtmf being poor. As around 90% of
this subgroup of children (who represent 12% oftthel child population) live in rural areas,
a possible explanation of their lower impacts cooédthat the households where they live
would benefit from the gains present in the agtuoel sector as described above.

The poverty gap, which measures the depth of ppVest analyzed in table 10 and tends to
support the results found for the poverty headcaaltttough changes over the BaU and crisis
scenarios and over the three years are relativalye nevenly distributed. As for the
headcount, the poverty gap tends to be higher éntlinee northern regions — Northern
(22.9%), Upper East (30.1%) and Upper West (36.5%nd far higher than the national
average of 11.2%, while the lowest child povertg gaseen in the Ashanti region. While the
poverty gap among male children is higher than ajfemale children that of rural children
is higher than among urban children.

In the absence of the crisis, the poverty gap ogepted to fall over the period 2009-2011.
With the exception of Greater Accra, Volta and Aghand Eastern Regions — as, on
average, for all urban areas — all the other regamwell as rural areas would have recorded
a reduction in the poverty gap among children.

® The official national headcount poverty rate ir919vas 51.7 per cent, in 1998 39.5 per cent ar&Dd%5/06
28.5 per cent (Ghana Statistical Service 2007).

" Poverty gap ratio (or depth of poverty) is therage amount of money needed to raise all the poan their
consumption level to the poverty line. It is ex@es as share of the poverty.

17



Children living in male-headed households wouldehachieved higher reductions in the
poverty gap as compared to those in female-headmdeholds. Finally, apart from
households with a single child, all other housetalauld have recorded a reduction in the
poverty gap. With the crisis, Greater Accra and é&fppast would be confirmed as the
regions most affected in terms of a deterioratiothe depth of poverty, and Northern and
Upper West would be confirmed as those with theeltwincrease in the poverty gap.
According to our simulations, however, Volta, whiatas amongst the regions showing the
highest predicted increase of child poverty rataysin line with the national value of the
poverty gap.

Table 10: Monetary poverty gap in base year, BaU and crisis scenarios by region, sex,
locality and number of children in the household

Poverty Gap Childpop. Base BaU Crisis

share(%)  year 2009 2010 2011 2009 2010 2011
All Children 100 11.2 -0.3 -0.6 -0.9 0.6 2.7 3.3
Wester! 10.6 10.7 -0.1 -1.1 -2.C 0.€ 3.1 3.€
Centra 8.7 4.t -0.5 -0.8 -0.5 0.2 2.1 2.t
Greater Accra 11.2 8.8 0.3 0.3 0.3 1.4 4.0 5.0
Volta 7.6 6.0 0.0 0.2 0.5 0.7 2.7 3.5
Easter 131 43 0.2 0.t 0.t 0.€ 2.8 3.C
Ashanti 17.6 4.2 -0.3 -0.1 0.1 0.4 2.2 2.9
Brong Ahafc 9.3 11.4 -0.3 -0.€ -1.1 0.7 2.€ 3.t
Northern 13.2 22.9 -1.2 24 -4.0 0.0 2.3 2.4
Upper Eas 4.9 30.1 -0.1 0.C -1.C 1.1 4.2 5.k
Upper West 3.7 36.5 -1.0 -2.9 -5.4 0.7 2.4 2.5
Rura 65.5 13.c -0.5 -1.2 -1.€ 0.4 2.2 2.€
Urbar 34.5 7.1 0.2 0.5 0.€ 1.1 3.€ 4.€
Female hh het 23.2 7.2 0.C 0.C 0.C 1.C 3.C 3.7
Male hh hea 76.8 12.4 -0.4 -0.8 -1.2 0.t 2.€ 3.2
1 chilc 11.6 4.t 0.4 0.t 0.€ 0.€ 2.8 3.C
2 children 21.6 6.7 0.0 -0.3 -0.2 0.8 2.7 3.4
3 childrer 249 9.1 -0.2 -0.2 -0.2 0.€ 2.5 3.1
4 children 184 13.1 -0.5 -0.8 -1.0 0.7 3.0 3.7
5 childrer 114 15.1 0.1 -0.3 -0.¢ 1.C 3.7 4.€
6 children or more 12.1 23.7 -1.6 -2.9 5.1 -0.1 2.3 2.4

Source : Authors’ elaborations using the results of timuations

Note: Rates for the base year are estimated from tHeS= and reported in their absolute values
while those relative to the other scenarios areiitad and expressed as difference in % points to
the "base-year" value

4.2.2 Hunger under the baseline and crisis scenarios

Table 11 presents the hunger rates for childrethenbase year and under the BaU and the
crisis scenarios simulated over the 2009-2011 detitunger among children for the base
year is about 58.5%, which corresponded to sliglethg than 5.5 million children. Although
this result might be somewhat biased by the redgtipoor appropriateness of the price data
(as discussed in Section 3), it is in line with tigeire reported by Ahmed et al. (2007), which
shows a hunger rate for the total population inr@ha 1998 equal to 56.78%6.

& The methodology and the definition of “hunger’iésted in Ahmed et al. (2007) are the same as theed in
this study. They only differ in the caloric povefilye: The study by Ahmed et al. set the caloriegsty line at
2200 kcal, we fixed it at 2450 kcal. When a calgraverty line at 2200 kcal is used, we found a headt
hunger rate equal to 52.4%.
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As already mentioned above, we believe that thetian in the hunger rate over the period
of the analysis and across the different scenasgoable to provide information that is
sufficiently useful and robust, even if the levetsly be overestimated through the use of
official price data.

Disaggregated results by regions indicate that éumgtes for the base year in the three
northern regions — Northern (70.1%), Upper West5§%) and Upper East (80.7%) — and the
Western region (69.3%) are substantially highentkti@e national average. This regional
ranking is fairly in line with what we found foréhmonetary poverty, although the incidence
is substantially higher and a relatively lower mtegional variation should be noted. This
confirms that hunger is more a rural phenomenonghildren living in urban areas and with
an insufficient calorie intake should still represa real preoccupation for the policy maker.
As expected, hunger increases with the number iidreh in a household. Also, children
living in male-headed households show a higher dumgte (60.9%) than those living in
female-headed households (50.4%).

Unlike monetary poverty, in the absence of theigrifiunger would have remained
substantially unchanged over the three-year peribis result actually masks some
differences within the country. Rural and northexgions (Northern, Upper East and Upper
West regions) would have experienced significardrekeses by 2011, while the average
change in urban areas as well as in the Easteronregould have resulted in a remarkable
increase of 3.5 and 5.7 percentage points resgdgctifthese results point to the serious
nature of urban poverty, even in the absence ottises. Finally, hunger for children living
in households with more than 5 children would hesguced significantly, while a slight
increase or no change would have been registeraghildren with fewer siblings.

Table 11: Hunger headcount ratesin base year, BaU and crisis scenarios by region, sex,
locality and number of children in the household

Headcount Childpop. Base Bau Crisis

share(%) year 2009 2010 2011 2009 2010 2011
All Children 100 58.5 0.6 0.4 -0.1 4.2 6.2 6.6
Wester 10.6 69.Z -0.3 -0.5 -1.¢ 4.C 6.1 7.4
Centra 87 41rF 2.4 3.2 3.€ 5.2 7.C 8.C
Greater Accra 11.2 59.0 1.0 0.6 -1.0 6.7 10.0 10.3
Volta 76 57.0 -0.3 -2.0 -1.9 2.0 4.0 4.6
Easter! 13.1 42.z 34 4.5 5.7 6.€ 9.€ 11.C
Ashanti 176 51.9 2.0 1.8 1.7 5.9 8.3 9.1
Brong Ahaft 9.3 58.t 0.7 1.1 -0.1 4.C 5.¢ 6.€
Northern 13.2 70.1 -4.3 -5.2 -6.4 0.8 1.2 -0.8
Upper Eas 49 80.7 -0.2 0.C -1.4 1.C 1.€ 1.€
Upper West 3.7 86.5 0.0 -1.0 2.1 0.5 0.5 0.5
Rura 655 61.7 -0.6 -11 -1.¢ 2.4 3.8 3.7
Urbar 345 51.7 3.C 3.€ 3.t 8.C 11.z 12.¢
Female hh hest 23.2 50. 2.2 2.7 2.€ 5.7 8.2 9.2
Male hh hea 76.8 60.¢ 0.1 -0.2 -1.C 3.8 5.€ 5.6
1 chilc 11.6 38.f 1.2 1.2 0.€ 5.1 7.7 8.€
2 children 216 49.4 1.7 1.4 1.4 5.2 8.3 9.5
3 childrer 249 55.7 0.6 0.€ 0.€ 4.8 6.7 7.€
4 children 184 64.2 1.3 0.5 0.6 4.4 5.9 6.7
5 childrer 114 67.1 2.2 2.7 1.1 5.2 6.7 7.5
6 children or more 121 82.4 -5.3 5.4 -7.9 -1.0 -0.1 -3.3

Source : Authors’ elaborations using the results of timauations

Note: rates for the base year are estimated from th&@S3h and reported in their absolute values whiedh
relative to the other scenarios are simulated apdessed as difference in % points to the "baskleva
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The global crisis is predicted to severely worsander among children. Child hunger rates
are simulated to increase by 4.2, 6.2 and 6.6 ptage points for 2009, 2010 and 2011
(around 620,000 additional children by 2011) respely, thus reflecting the pattern
observed for monetary poverty but with a rapid @ase in hunger starting already in 2009.
According to our simulations, all regions will exgace an increase in child hunger, with the
single exception of the Northern region where ghglimprovement (-0.8 percentage points)
by 2011 is forecast. In order, Eastern, Greaterrdd@nd Volta regions will be the worst
affected regions by 2011 while, as for monetarygotyy the rural Northern regions are the
least affected. The crisis is expected to dramiiiticaduce the urban/rural gap in terms of
hunger by largely affecting urban areas (in 20Ii,irecrease by 12.8 percentage points,
compared to +3.7 in rural areas). Finally, childiigmg in female headed households as well
as those living with fewer siblings seem to betreddy more affected by the crisis in terms
of their calorie intake. On the contrary, in linéglwwhat has already been seen for monetary
poverty, children living in households with morethS children would largely benefit from
the potential gains in the agriculture sector bygveihg a substantial improvement in terms of
their calorie intake (a reduction in hunger rates 33 percentage points by 2011 in
comparison with the base year).

From table 12 we learn that the way in which Ghaaa pursuing its policies before the
crisis would not have led to any reduction in teptth of child hunger: indeed, under the BaU
scenario the child poverty gap would have incredsgdl.1 percentage points by 2011,
starting from a value already worryingly high (Z&P This denotes that, despite a general
increase in the predicted levels of monetary comdiom which led to reduction in both the
incidence and the gap of monetary poverty, the kited increase in food prices under the
BaU affected the poorest proportionately more ttiese just below the poverty line. New
interventions to cope with the hunger issue nedeketonplemented, irrespective of the crisis,
which has, however, undoubtedly increased the wsgeAgain, wide internal differences
emerge with the northern rural regions showinggfeatest hunger gap: in Upper West it is
50.2% or, in other terms, on average children gvimthis region would need to double their
calorie intakes in order to satisfy their minimurdazic needs (an additional 1230 kcal to
reach 2450 kcal a day). However, only these regiamdd have registered some reduction in
the hunger gap in the absence of the crisis arti, thwe exception of the Upper East region,
they are expected to be the least affected byribis.c

With the crisis, by 2011 the hunger gap in urbagaarwould deteriorate to such an extent
that it would substantially reach the rate predidt rural areas. Finally, changes and levels
of the hunger gap under the different scenariosrdarg to the number of children in the

household and the gender of the household headlgrfzdlow the pattern already discussed

for the hunger incidence rate.
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Table 12: Hunger poverty gaps in base year, BaU and crisis scenarios by region, sex,
locality and number of children in the household

Child Bau Crisis
Poverty Gap pop. e 2009 2010 2011 2009 2010 2011
share (%) Y&
All Children 100 239 0.7 1.0 1.1 25 4.3 5.0
Westeri 106 27.Z 0.¢ 0.8 0.€ 2.8 4.t 5.2
Centra 87 14.1 0.4 0.7 1.3 2.1 3. 4.5
Greater Accr 11.2 25.% 1.1 1.3 0.c 3.¢ 6.€ 7.5
Volta 7.6 18.2 1.C 1.¢ 2.€ 2.€ 4.2 5.2
Easter! 131 14.1 1.3 2.1 3.1 2.4 4.2 54
Ashant 176 18.k 0.8 1.4 1.7 2.6 5.C 5.
Brong Ahaftc 9.3 19.¢ 0.8 1.4 1.¢c 2.4 4.2 5.C
Northerr 132 35.¢ -0.€ -1.1 -2.2 0.8 2.2 2.2
UpperEas 49 41.¢ 1.C 1.3 0.t 2. 4.4 5.2
UpperWes 3.7 50.z 0.3 0.C -1.C 1.2 1.7 2.C
Rura 655 25.¢ 0.3 0.3 0.1 1.7 3.C 3.5
Urbar 345 19.7 1.t 2.4 3.C 4.1 6.€ 8.3
Female hh het 23.2 19.C 1.C 1.5 1.7 3.C 49 5.6
Male hh hea 76.8 25.£ 0.€ 0. 0.6 2.3 4.1 4.E
1 chilc 116 13k 1.C 1.3 1t 2.5 4.2 5.2
2 childrer 216 18.C 0.¢ 1.2 1.t 2.8 4.¢ 5.7
3 childrer 249 21.¢ 0.8 1.3 14 2.5 4.4 51
4 childrer 184 27.: 0.€ 0.8 0.¢ 2.€ 4.t 5.2
5 childrer 114 28.C 1.2 1.¢ 2.C 2.¢ 4.¢ 5.¢
6 children or moi 12.1 38.1 -0.5 -0.6 -1.5 1.C 2.2 2.4

Source: Authors’ elaborations using the results of thaudations

Note: Rates for the base year are estimated from tHeSE.and reported in their absolute values while
those relative to the other scenarios are simukateldexpressed as difference in % points to thee'ba
value

4.2.3 Impact on schooling and child labour under the baseline and crisis scenarios

Table 13 shows the participation rates of childrerolved in work activities and in school.

In the base year, the average estimated schoaldattee rate for children aged 6-14 is
84.1%. The participation rates for the 6-10 yedsas slightly lower at 82.9%, while that of

the 11-14 age group is 85.7%. Disaggregation op#récipation rate by gender of the child
shows that girls have participation rates 0.5 pasge points higher than boys (82.7%)
among the 6-10 age group. However, for the 11-14 ggup, boys (86.1%) have a
marginally higher participation rate than girls.il@ren living in urban areas show a higher
participation rate than their rural counterparthisTdifference is greater for the 6-10 age
group (15.5 percentage points), compared to th&4ldge group (11.5 percentage points).

Higher school participation rates are observedtiercoastal regions — Western, Central and
Greater Accra as well as Ashanti and Eastern regiothe forest zone (above 89%) — while
it is substantially lower in the northern regioresaching its lowest rate in the Northern region
(57% and 58.1% for the 6-10 and 11-14 age growsgectively). In most regions there is a
higher school participation rate for the 11-14 ggaup compared to the 6-10 year olds with
the exception of Ashanti region where a lower @Ht8.2 percentage points is observed. The
largest change moving from the 6-10 age group ¢olth-14 age group of 10.5 percentage
points is observed in Volta region: this might catte deterioration in school participation
over the last years in comparison with the previgesrs, both coming from higher drop-out
rates, postponement of the beginning of schooligiaation or a lower enrolment rate in
general.
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Turning to child labour rates, the overall partatipn rate is 34.4%. The age sub-group 6-10
has 11.9 percentage points more involvement cordgaréhe 11-14 age group, which may
be driven at least partly by the difference in deénition of “child labour” between the two
age groups. Gender disaggregation of the childuakate also shows that girls have a higher
involvement rate than boys in both age sub grosjpscifically, 1.6 percentage points for the
6-10 age group increasing to 8.2 percentage pfuntbe 11-14 age group.

The lowest labour participation rates for the yaamgroup are observed in Greater Accra
(23.6%). Child labour rates in the remaining nimgions are all above 30% with the
Northern and Upper West regions posting laboursrafemore than 50% for the 6-10 age
group, probably reflecting large involvement ofldren in the farming and livestock related
activities of their households. In comparison vilie 6-10 age group, children aged 11 to 14
years old in all the regions except for Upper Wass$ted significantly lower child labour
participation rates, varying from a difference 8@ percentage points in Western region to
0.9 percentage points in the Northern region.

Table 13: School and labour participation ratesfor children 6-14 years beforethecrisis

SINW S/W NS/W NS/NW S W SINW S/W NS/W NS/NW S W

age sub-group Age 6-10 Age11-14
Total 54.2 28.7 10.7 6.4 829 394 68.1 176 9.9 44 857 275
Sex
Female 53.7 29.4 10.8 6.1 83.1 402 64.0 21.3 10.3 44 853 316
Male 547 28.0 10.6 6.7 827 38.6 722 139 95 44 86.1 234
Area
Rural 48.1 29.8 14.1 8.0 779 438 62.1 195 135 487 816 33.0
Urban 67.0 264 35 3.1 934 299 789 142 34 355 931 17.6
Region
Western 60.1 315 5.0 34 916 36.5 79.2 134 4.6 29 926 179
Central 57.3 351 41 3.6 923 391 715 235 29 22 949 26.3
Greater 705 20.1 35 6.0 90.6 23.6 856 7.1 22 52 926 93
Volta 525 233 16.2 8.0 758 395 645 218 10.8 29 86.3 326
Eastern 52,5365 6.9 42 89.0 433 66.3 256 6.8 1.3 919 323
Ashanti 63.2 306 5.0 1.2 93.8 35.6 752 155 6.3 3.1 90.6 21.7
Brong Ahafo 64.1 246 7.2 41 88.8 31.8 820 99 6.9 1.3 918 16.7
Northern 30.3 26.8 28.5 145 570 553 37.3 20.8 335 8.4 58.1 543

Upper East 36.3251 181 205 614 432 465 17.7 164 194 642 34.1
Upper West 371278 254 9.7 649 533 343 329 235 9.4 67.2 56.4
Source: Authors’ elaborations using the results of thaiudations
Note: S/INW=schooling and not working; S/W=schooling amtking; NS/W=not schooling and working;
NS/NW=not schooling and not working.
The average schooling rate (S) for children agem B4 years old is 84.1%, the child labour rate {($\34.4%.
In detail: S/INW is 60%, S/W is 24.1%, NS/W is 10.3% NS/NW is 5.6

If we look more carefully at the possible combioas of child activities — schooling and not
working (S/NW), schooling and working (S/W), nothsoling and working (NS/W), not
schooling and not working (NS/NW) — we find outtthiae situation of younger children is
even worse. Among children aged 6 to 10 years afldhose going to school more than a
third is also involved in work activities, whileishshare reduces to a fifth for older children.
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The capacity for, and thus the quality of, learniogyounger school children is more at risk

than for their older counterparts. In the Northezgion, where about half of school going

children also work, this preoccupation should bearticular relevance. It is also notable that
in the Northern region the rate of “idle” childres substantially higher than elsewhere,

particular for younger school age children (20.5%Jpper East region). Finally, for the 6-10

age group, no clear differences related to thelchgender emerge, while amongst the 11-14
years old a substantially larger rate of girls battend school and work (while the total

school rate masked these differences between bu/gids), thus corresponding to a lower

rate of girls only going to school.

Table 14 presents simulation of BaU and crisis ages for schooling and labour

participation among the 6-10 age group. Under Bathool participation would have

improved and resulted in an increase of aroundp@resentage points in 2011. A similar
decrease in the number of working children is nbseoved, as the increase in school
participation is drawn evenly among children prergly only going to school and those
going to school and working. Opposite figures aredgted for the crisis scenario (i.e.
deterioration in schooling and increase in worktipgration) leading to a potential loss in the
number of 6-10 year old school going children ofta®.7% (school participation in 2011

under BaU versus under crisis, corresponding tarad®000 children). As for older children

(table 15), the pattern of results is similar t@sé for younger children, although the
variations are smaller. The only notable excepi®melated to working children as the
variation in those combining with school is predatto prevail (both under the BaU and the
crisis) in comparison with those predicted as omtyking. The result is a total increase
(under the BaU) and reduction (under the crisisheanumber of working children.

Table 14: School and labour participation for 6-10 age group
school/no work school/work no school/work no school/no work school work

Base yea(estimatec 54.209 2867¢ 1068t 6.425 82.888 39.364
BaU 200! 0.03¢ 0.03¢ -0.04¢ -0.02¢ 0.073 -0.006
BaU 201( 0.11¢ 0.10¢ -0.131 -0.09C 0.221 -0.025
BaU 2011 0.232 0.200 -0.262 -0.170 0432 -0.062
Crisis 200! -0.04¢ -0.03( 0.03¢ 0.037 -0.076 0.008
Crisis 201! -0.161 -0.13: 0.157 0.137 -0.294 0.025
Crisis 201: -0.17¢ -0.141 0.16¢ 0.15C -0.316 0.025

Source: Authors’ elaborations using the results of thaiudations
Note: Estimated rates for the base year are reportéahile values relative to the other scenarios are
expressed as % point difference of the simulatdukegarelative to the estimated "base" value

Table 15: School and labour participation for 11-14 age group

school/no work school/work no school/work no school/nowork school — work

Base year (estimate 68.147 17571 9.88C 4.40C 85.718 27.451
BaU 200 0.007 0.027 -0.01¢ -0.01¢ 0.035 0.008
BaU 201( 0.021 0.08¢ -0.06( -0.05C 0.110 0.028
BaU 2011 0.04: 0.18( -0.12% -0.10C 0.223 0.057
Crisis 200! -0.00¢ -0.03¢ 0.01¢ 0.022 -0.041 -0.014
Crisis 201! -0.02¢ -0.11¢ 0.07¢ 0.07¢ -0.144 -0.044
Crisis 201. -0.032 -0.12% 0.07¢ 0.08(C -0.155 -0.049

Source: Authors’ elaborations using the results of thaidations
Note: Estimated rates for the base year are reportédwhile values relative to the other scenarios are
expressed as % point difference of the simulatdalgarelative to the estimated "base" value
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4.2.4 Access to health care under the basaline and crisis scenarios

Table 16 shows the distribution of whether childvamo reported any sickness consulted a
health facility and the type of health facility caited for the base year. The table shows that
61% of sick children (around 1 million children)nsulted a health facility. The distribution
across the health facilities is hospitals (29.98jcs (32.5%), pharmacy (32.1%) and other
(5.6%). The gender of the child did not seem tduerice the decision to consult a health
facility and the type of health facility consulted roughly similar rates are observed for both
sexes. The children in urban areas (68.4%) are riked/ to consult a health facility
compared to children living in the rural areas 79%). Specifically, consultations in hospitals
are frequently used most in urban areas while almo<hildren are visited by practitioners
offering a lower quality service. In rural areasics are the first place where sick children
consult (36.1%), closely followed by pharmacies.238). In general, self-care, despite its
long-term negative effects, is adopted by more #h#nird of sick children. Large differences
across the regions also clearly emerge.

Table 16: Consultation rates and type of health facility consulted at the base year for
children who wereill (in percentages)

Health consultation Type of health facility consulted among
among all sick sick children who asked for health
children Hospital Clinic Pharmacy Other
Total 61.0 29.9 32.5 32.1 5.5
Sex
Femalt 61.t 28.2 34.L 32.¢ 5.C
Male 60.¢€ 31k 30.€ 31.€ 6.1
Arec
Rura 57.7 23.1 36.1 33.2 7.5
Urbar 68.4 424 25.7 30.C 1.¢
Regior
Westerl 75.5 21.¢ 36.7 39.7 1.8
Centra 47 € 54.1 22.¢ 14.4 8.C
Greater Accr 60.C 38.2 40.5 18.¢ 2.2
Volta 49.¢ 16.4 38.c 27.Z 18.C
Easter! 53.¢ 36.: 37.7 24.% 1.€
Ashant 69.¢ 33.¢ 18.7 44.¢ 2.€
Brong Ahaft 64.C 25.F 427 27.2 4.4
Northerr 61.7 23.F 28.Z 38.2 10.C
Upper Eas 58.: 34.2 35.¢ 23.Z 6.8
Upper Wes 50.t 19.] 63.] 8.C 9.8

Source: Authors’ elaborations using the results of thaiudations

According to our simulations (table 17), withouetbrisis an improvement in consultation
compared to the baseline would have been poséitdee specifically, households are shown
to increasingly send their children to hospitalsl &linics and reduce their consultation of
pharmacies and other categories of lower qualigitheservice providers. In contrast, with
simulation of the crisis, a reversal is observe@ pkedict a decline in health consultation of
nearly 1 percentage point (equivalent to aroundd6ldren) together with a drop in visits
to hospitals and clinics and these are again dutkdadrop in income and the increasing
difficulty that households are likely to face in eti@g health costs. Pharmacies and other
options become more popular and an increase ind¢besultation is forecast.

° These include the consultant’s home or categofiéealth facilities outside the officially providdacilities
such as traditional healers including herbalistsditine menwanzams, juju men etc.
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The substantial diversion towards self-care is thdspted as a coping mechanism by
households during a period of crisis, while the wfetraditional healers is basically
unchanged in comparison with the base year.

Table 17: Simulation of health consultations

Health Type of health facility consulted
consultation  among sick children who asked for
among all sick health consultation
children Hospital Clinic Pharmacy Other
Base year (estimated) 61.034 29.908 32.462 32.083 5.546
BaU 2009 0.021 0.014 0.071 -0.077 -0.008
BaU 2010 0.133 0.102 0.244 -0.314 -0.032
BaU 2011 0.241 0.210 0.538 -0.677 -0.071
Crisis 2009 -0.172  -0.194 -0.098 0.277 0.015
Crisis 2010 -0.493 -0.524 -0.283 0.766 0.041
Crisis 2011 -0.563  -0.599 -0.296 0.852 0.043

Source: Authors’ elaborations using the results of thaiudations
Note: Estimated rates for the base year are reportéahile values relative to the other scenarios are
expressed as % point difference of the simulatdukegarelative to the estimated "base" value

4.3 Simulations of alter native policy responses

Our analysis shows that initial conditions and thagnitude of the impact of the global
economic crisis on the transmission variables deter the macro and micro impacts on
Ghana’s economy. Although the world economy is ibzafg, our analysis shows that

Ghana’s economy and children’s well-being are maffected during this phase than the
crisis period itself. This is mainly due to the $ebved) early rebound of world import prices
while the other transmission variables (export wus, foreign inflows), which have a

positive impact on the Ghanaian economy, remairredsed. Therefore, the design and
implementation of appropriate economic policies response to the global crisis will

considerably contribute to reducing its welfaretcosparticular for children.

When government faces a tight budgetary constrainéduction in government current and
investment spending and/or an increase in taxepaiaes that can be undertaken to balance
its budget. This is known as a pro-cyclical fisgalicy response. On the other hand, a
counter-cyclical fiscal policy response would bertorease government spending on public
services and/or cut domestic taxes.

However, the Government in Ghana has been runnitega deficit over recent years and,
consequently, is not in a position to engage intemdcyclical policy responses. Indeed, as
the fiscal deficit deepens in the face of the glabesis, it may even have to turn to pro-
cyclical policies that aim to reduce public spegdand increase tax revenues, which will
increase the short-term vulnerability of the nasloeconomy and further exacerbate the
effects of the crisis. The impact of tax increasesild depend on their nature, income taxes
being, for example, generally progressive, whesedss taxes are often regressive. Spending
cuts would tend to hit poor households dispropastely, to the extent that they reduce the
supply of public services.
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This study quantifies the impact of two counterima stimulus programmes entirely
financed from external sources (international aaithing to protect children from the
negative effects of the global economic crisis:

- Consumption oriented fiscal stimulus: consumption tax cuts (VAT or tariff) on food
products (Response 1).

- Targeted cash/in-kind transfersto poor children aged 0 to 14 years who are idextif
using a proxy-means test approach (Response 2edtmeated individual annual amount
is 19.8Cedis. The effectiveness of this policy is comparedhat tof a universal transfer
programme to all children younger than 6.

The total budget for each programme is arbitrargdiat 1% of the 2008 national GDP.

We also simulated additional domestically-fundedigyoresponses for Ghana that were
proposed and discussed with local committees. 8galty, they consist of targeted cash
transfers financed through a 20% increase in sawfif rice imports and an endogenous
increase in tariffs on non-food manufacturing goodports (Response 3). Alternatively, an
endogenous increase in the property tax is alstoeegto finance the cash/in-kind transfer
programme (Response 4). The two financing mechananma both constructed in a way that
the government is able to raise an amount equivabed.5% of GDP in base-year terms and
the estimated individual annual amount isCHdlis.

The total budget amount allocated for these pdlicimes not take into account the
administrative costs needed to put them in place.

The proposed stimulus packages have little in teommacroeconomic effects (tables in
Annex lll). Consequently our analysis in the negtt®on focuses solely on the effects on
child welfare.

Before analyzing the effectiveness of each polesponse proposed in this study, it is worth
discussing the performance of the targeting modehawve adopted to identify poor children
for cash transfers. It is to some extent inevitdbé errors will occur in accurately targeting
poor households, based on easily observable ckasdts, and this will affect policy
effectiveness. Thus, households that are not belmvpoverty line might receive some
transfers that are intended for poor householdsevelame poor households might not receive
transfers. The proposed model of targeting is abtorrectly identify as poor around 80% of
actual poor children (actual status for survey lbotds can be assessed from income-
expenditure data), while the other 20% are incdigreiclentified as non-poor and thus
excluded. A further 37% of children identified agnrpoor are wrongly identified as poor
using our model (see Annex I, table B).

4.3.1 Monetary poverty under different policy responses

Table 18 presents results of the simulation offtlue policy responses. As discussed earlier,
in the absence of the global financial crisis Ghaumauld have experienced a reduction in
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monetary poverty among children of about 0.9, h@® 4.1 percentage points for 2009, 2010
and 2011, respectively, compared to the base fearwith the global economic crisis, the

incidence of monetary poverty among children iseetgd to worsen over the period 2009-
2011 and some interventions to counteract it mesaken soon.

Providing price subsidies for food products pri¢@esponse 1) would slightly diminish the
effect of the crisis in terms of child monetary pdy, by reducing the incidence by around 1
percentage point in comparison with the resultseutie crisis.

With the same budget (1% of GDP in 2008 terms,mfiaanced through external aid), a
cash transfer to poor children (as predicted by pghexy-means model) is simulated to
produce better outcomes in terms of the reductfachidd monetary poverty after the crisis.
Specifically, in 2009 this response would be abléiting the monetary poverty rate below
base-year levels, while in the two following yearas the crisis has an increasing impact —
the transfer would be able only to partly offset #ffects of the crisis but would still cut the
predicted increase in monetary poverty by a thiaer 2 percentage points (around 200,000
children) —in 2011.

When the amount of the total budget is halved $840of GDP in 2008 terms and financed
from domestic sources, whether this is throughgaxespecific imports or property taxation,
cash transfers have similar effects, as povertyeases by almost the same margins in 2009,
2010 and 2011. These are very similar results dedlobtained under the food price subsidy
policy (with a budget twice as large at 1% of GDP).

Table 18: Results of simulations of policy options on monetary poverty headcount

Monetary Differencetothe Differencetothe

: poverty base year, crisis (relevant
Scenarios
headcount per centage year), percentage
(%) points points
Base year (estimated) 33.7
Crisis 2009 35.2 15
Crisis 2010 39.8 6.1
Crisis 2011 40.4 6.6
Resp 1 Food Subsidy 2009 (1% GDP) 34.3 0.6 -0.9
Resp 1 Food Subsidy 2010 (1% GDP) 38.6 4.9 -1.2
Resp 1 Food Subsidy 2011 (1% GDP) 39.6 5.9 -0.8
Resp 2 Cash Transfer 2009 (1% GDP) 33.3 -0.4 -1.9
Resp 2 Cash Transfer 2010 (1% GDP) 37.4 3.7 2.4
Resp 2 Cash Transfer 2011 (1% GDP) 38.2 4.5 -2.2
Resp 3 Cash Transfer 2009+ImportTax (0.5% GDP) 34.4 0.7 -0.8
Resp 3 Cash Transfer 2010+ImportTax (0.5% GDP) 38.8 5.1 -1.0
Resp 3 Cash Transfer 2011+ImportTax (0.5% GDP) 39.5 5.8 -0.9
Resp 4 Cash Transfer 2009+PropertyTax (0.5% GDP) 5 34 0.8 -0.7
Resp 4 Cash Transfer 2010+PropertyTax (0.5% GDP) .9 38 5.2 -0.9
Resp 4 Cash Transfer 2011+PropertyTax (0.5% GDP) .6 39 5.9 -0.8

Source: Authors’ elaborations using the results of thaidations

Finally, table 19 compares results for monetary gptyv of the targeted cash transfer
discussed above (Response 2) to those of a univexgatransfer.
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The two programmes allocate the same total budgé%—of GDP — but the universal
programme is applied only to children aged O tee&rg old. As for the targeted programme,
we assume that transfers to all children in theskbald are pooled with other household
income and shared equitably among all household beesn As the total population of
children aged 0 to 5 is smaller than the populatibahildren aged O to 14 that are predicted
to be poor (and thus targeted), the annual amoiumthe survey’s year terms — transferred to
each individual child would thus be larger under targeted programme: 30.6 n&edis in
Ghana. When the entire child population is congideproviding a universal cash transfer to
all children aged 0 to 5 years is very effectivaeducing monetary poverty rates after the
crisis. Results are very close to those simulatedaftargeted cash transfer to all children
predicted as poor. This good performance is thaltre6a combination of a higher individual
transfer and of the elimination of the undercoveragors from the targeting approach.

Specifically, under the universal approach, moryepaverty rates are only 0 to +0.1 points
higher with the universal cash transfer (for allldden 0-5 years old) compared with the
targeted approach (for poor children 0-14 year$. dltbreover, if we consider only children
aged 0 to 5 years old, who we may argue are thé vatrserable to the impacts of the crisis,
then the universal approach is predicted to prodheteer performances in terms of monetary
poverty than the targeted approach. In partictibeiy monetary poverty rates would be up to
1 percentage point lower when a universal trarisfenplemented.

Finally, universal targeting is relatively easierdarry out and, at least in a first phase, may
represent a more cost-effective alternative, palgity where some wealthier households
self-exclude themselves by deeming the amount @ftlinsfer too small to collect, which
would reduce leakage rates and the overall casteopolicy.

Table 19: Child monetary poverty rates under targeted and universal transfer (in %),
by different age groups

0-14 years old 0-5 years old
crisis TT 0-14 UT 0-5 crisis TT 0-14 UT 0-5
Ghana base-year poverty rate: 33.7% base-year poverty rate: 31.3%
2009 35.2 33.3 334 32.6 30.7 30.0
2010 39.8 374 374 374 34.9 33.9
2011 40.4 38.2 38.2 37.7 35.7 34.9

Source: Authors’ elaborations using the results of thawdations
Notes: “TT 0-14" is for targeted cash transfer to altdgicted) poor children aged 0 to 14 years old;
“UT 0-5” is for universal transfer for all childreaged 0 to 5 years old

4.3.2 Hunger under different policy responses

As shown in table 20, none of the policies simulateuld restore hunger rates to base-year
levels. Unlike monetary poverty, food subsidieseéhaery similar effects on hunger to those

obtained through aid-financed targeted cash trasisfearginally decreasing the negative

effects of the crisis. The impact of cash transterd food subsidies is simulated to be a
reduction of 1.4 percentage points in 2009 andtless one percentage point in 2011, that is
around 80,000 fewer children suffering from hunige2011.
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Hunger is so deeply rooted that different and s$tmat interventions would be required to
really change the status of children. Domesticiignced targeted cash transfers, with half
the overall budget, only reduce hunger rates gwagdercentage points in comparison to the
crisis scenario.

Table 20: Results of ssimulations of policy options on hunger

Difference to the Differenceto the

- . Hunger crisis(relevant
enarios base year,

rate (%) : year), percentage

per centage points points

Base year (estimated) 58.5
Crisis 2009 62.7 4.2
Crisis 2010 64.7 6.2
Crisis 2011 65.1 6.6
Resp 1 Food Subsidy 2009 (1% GDP) 61.3 2.8 -1.4
Resp 1 Food Subsidy 2010 (1% GDP) 63.4 4.9 -1.3
Resp 1 Food Subsidy 2011 (1% GDP) 64.2 5.7 -0.9
Resp 2 Cash Transfer 2009 (1% GDP) 61.3 2.8 -1.4
Resp 2 Cash Transfer 2010 (1% GDP) 63.4 4.9 -1.3
Resp 2 Cash Transfer 2011 (1% GDP) 64.3 5.8 -0.8
Resp 3 Cash Transfer 2009+ImportTax (0.5% GDP) 62.0 3.5 -0.7
Resp 3 Cash Transfer 2010+ImportTax (0.5% GDP) 64.6 6.1 -0.1
Resp 3 Cash Transfer 2011+ImportTax (0.5% GDP) 64.8 6.3 -0.3
Resp 4 Cash Transfer 2009+PropertyTax (0.5% GDP) .8 61 3.3 -0.9
Resp 4 Cash Transfer 2010+PopertyTax (0.5% GDP) 4 64. 5.9 -0.3
Resp 4 Cash Transfer 2011+PropertyTax (0.5% GDP) .7 64 6.2 -0.4

Source: Authors’ elaborations using the results of thaiudations

4.3.3 Child schooling and labour under different policy responses

Table 21 presents the results of the different cgoliesponses on school and labour
participation for the 6-10 age group. A cursoryngka at the table indicates that all the
policies simulated would lead to a modest incréasehooling in comparison with the crisis
values but would not be able to bring school pgrditton rates back to base-year values, with
the exception of the aid-financed cash transfegqammme (Response 2) in 2009. On average,
changes in work participation in comparison with thase year are small, as increases in the
percentage of children combining work and schooloslt exactly offset reductions in the
percentage of children who work without attendiogaol. As changes in child schooling and
work are only affected through changes in real osondion, the three cash transfer policies
perform better than the food price subsidy. Of seuthe aid-financed cash transfer with a
budget of 1% of GDP has a greater impact. AlthoLghof GDP in cash transfers represents
a significant investment, it is insufficient to st crisis impacts on work and school
decisions. Some complementary interventions orstipply side may be required, although
this is beyond the scope of our analysis.
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Table 21: Simulation of policy responses on education for children aged 6-10
S/INW S/IW NS/W  NS/NW school work

Base year (estimated) 54.20928.679 10.685 6.425 82.888 39.364
Crisis 2009 -0.045 -0.030 0.039 0.037 -0.076  0.008
Crisis 2010 -0.161 -0.132 0.157 0.137 -0.294  0.025
Crisis 2011 -0.175 -0.141 0.166 0.150 -0.316 0.025
Food Subsidy 2009 (1% GDP) -0.016-0.004 0.008 0.012 -0.020 0.004
Food Subsidy 2010 (1% GDP) -0.134-0.105 0.126 0.112 -0.239 0.021
Food Subsidy 2011 (1% GDP) -0.148-0.116  0.138 0.126 -0.264  0.022
Cash Transfer 2009 (1% GDP) 0.023 0.048 -0.040 -0.032 0.072 0.008
Cash Transfer 2010 (1% GDP) -0.095-0.055 0.080 0.070 -0.149 0.025
Cash Transfer 2011 (1% GDP) -0.109-0.066  0.091 0.084 -0.175 0.026
Cash Transfer 2009+ImportTax (0.5% GDP) -0.0150.005 0.003 0.006 -0.010 0.009
Cash Transfer 2010+ImportTax (0.5% GDP) -0.13%:0.096 0.121 0.105 -0.226  0.025
Cash Transfer 2011+ImportTax (0.5% GDP) -0.1440.106 0.131 0.119 -0.250 0.026
Cash Transfer 2009+PropertyTax (0.5% GDP) -0.0160.005 0.004 0.007 -0.011  0.009
Cash Transfer 2010+PropertyTax (0.5% GDP) -0.1320.097 0.123 0.107 -0.230 0.025
Cash Transfer 2011+PropertyTax (0.5% GDP) -0.1460.107  0.133 0.120 -0.253  0.026

Source: Authors’ elaborations using the results of thawdations

Note: S/INW=school and not work; S/W=school and work/WSnot school and work, NS/NWhet school an
not work.

Estimated rates for the base year are reportedwhilé values relative to the other scenarios apgassed as
% point difference of the simulated values relativ¢he estimated "base” value

Finally, although to a smaller extent, changesefach of the four different policy scenarios
are similar for children aged 11 to 14 years olbl@ 22) to those discussed above for
younger children. These confirm that targeted ¢eafsfers are more effective in increasing
school participation than are food subsidies.

Table 22: Simulation of policy responses on education for children aged 11-14 years
SINW SIW NS/W  NS/NW school  work

Base year (estimated) 68.14717.571  9.880 4.400 85.718 27.451
Crisis 2009 -0.008 -0.034 0.019 0.022 -0.041 -0.014
Crisis 2010 -0.029 -0.114 0.070 0.074 -0.144 -0.044
Crisis 2011 -0.032 -0.123 0.075 0.080 -0.155 -0.049
Food Subsidy 2009 (1% GDP) -0.002-0.013  0.006 0.009 -0.015 -0.007
Food Subsidy 2010 (1% GDP) -0.024-0.095 0.057 0.061 -0.118 -0.037
Food Subsidy 2011 (1% GDP) -0.027-0.104  0.062 0.069 -0.131 -0.042
Cash Transfer 2009 (1% GDP) 0.009 0.007 -0.009 -0.007 0.016 -0.002
Cash Transfer 2010 (1% GDP) -0.013-0.076  0.043 0.046 -0.088 -0.033
Cash Transfer 2011 (1% GDP) -0.016-0.085 0.048 0.053 -0.101 -0.038
Cash Transfer 2009+ImportTax (0.5% GDP) -0.0000.016  0.007 0.010 -0.017 -0.009
Cash Transfer 2010+ImportTax (0.5% GDP) -0.0220.097 0.058 0.061 -0.119 -0.039
Cash Transfer 2011+ImportTax (0.5% GDP) -0.0240.106  0.062 0.068 -0.130 -0.044
Cash Transfer 2009+PropertyTax (0.5% GDP) -0.00@.017  0.007 0.010 -0.017 -0.010
Cash Transfer 2010+PropertyTax (0.5% GDP) -0.020.098 0.058 0.062 -0.120 -0.040
Cash Transfer 2011+PropertyTax (0.5% GDP) -0.028.107 0.063 0.069 -0.132 -0.044

Source: Authors’ elaborations using the results of thaiudations

Note: SINW=school and not work; S/W=school and worky¥WSnot school and work, NS/NWht school an
not work.

Estimated rates for the base year are reportedwhilé values relative to the other scenarios apgessed as
% point difference of the simulated values relativéhe estimated "base" value
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4.3.4 Accessto health carefor children under different policy responses

The same policy responses are also simulated &or slacess on health care and the results
are presented in table 23. Generally, all the poliesponses simulated lead to some
improvements in health access for ill children omparison with the crisis scenario, but
these are not large enough to return to base-ysamisl In terms of cost effectiveness,
allocating 1% of GDP to a targeted cash transfedgces marginally better outcomes than
increasing real incomes by subsidizing food pric#hile the crisis is simulated to decrease
the percentage of sick children consulting anythealcility by up to 0.56 percentage points
in 2011, the cash transfer programme would onlyabke to increase this by around 0.1
percentage points in 2011.

The domestically-financed cash transfer programmés, a budget of only 0.5% of GDP,
have slightly less than half the impact, regardlekshe domestic tax source, as the tax
increases lower real incomes whereas foreign a&g dot.

It is interesting to note that none of the poliegponses simulated have a substantial effect
on the choice of health facility. However they blig counteract the substitution away from
higher quality services.

Table 23: Simulating policy responses on access to health care for sick children (0-14
yearsold)

Health Type health facility consulted among sick
consultation  children who asked for health consultation

among all sick Hospital Clinic  Pharmacy Other

children
Base year (estimated) 61.034 29.908 32.462 32.083 5.546
Crisis 2009 -0.172  -0.194 -0.098 0.277 0.015
Crisis 2010 -0.493  -0.524 -0.283 0.766 0.041
Crisis 2011 -0.563  -0.599 -0.296 0.852 0.043
Food Subsidy 2009 (1% GDP) -0.102 -0.126 -0.049 0.168 0.008
Food Subsidy 2010 (1% GDP) -0.423 -0.457 -0.242 0.664 0.035
Food Subsidy 2011 (1% GDP) -0.497 -0.535 -0.257 0.755 0.037
Cash Transfer 2009 (1% GDP) -0.079 -0.119 -0.066 0.176 0.009
Cash Transfer 2010 (1% GDP) -0.401 -0.450 -0.256 0.670 0.035
Cash Transfer 2011 (1% GDP) -0.473 -0.527 -0.270 0.759 0.038
Cash Transfer 2009+ImportTax (0.5% GDP) -0.138-0.169 -0.090 0.246 0.013
Cash Transfer 2010+ImportTax (0.5% GDP) -0.456-0.495 -0.274 0.731 0.039
Cash Transfer 2011+ImportTax (0.5% GDP) -0.526-0.570 -0.287 0.817 0.041

Cash Transfer 2009+PropertyTax (0.5% GDP) -0.137 -0.168 -0.091 0.246 0.013
Cash Transfer 2010+PropertyTax (0.5% GDP) -0.458 -0.497 -0.276 0.735 0.039
Cash Transfer 2011+PropertyTax (0.5% GDP) -0.529 -0.573 -0.290 0.821 0.041

Source: Authors’ elaborations using the results of thaudations
Note: Estimated rates for the base year are reportéahile values relative to the other scenarios are
expressed as % point difference of the simulatdukegarelative to the estimated "base" value
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4. CONCLUSION

In summary, the global crisis at the macro leveksulting in many shocks to the Ghanaian
economy through fluctuating import prices, falliegport demand, as well as reduced inflows
of FDI, foreign aid and remittances. Simulationsdzhon a computable general equilibrium
(CGE) model suggest that these shocks lead tongisant slowdown in economic growth,
especially in 2010 (3.8%, as opposed to 7.0% feteoathe absence of the crisis). Workers
are pushed into the informal market where wagesriaté At the same time, an early (2010)
rebound in import prices and a forecast depreciaticthe real exchange rate, contribute to a
marked increase in consumer prices, whereas gramthemployment levels only begin to
recover in 2011. All these factors combine to digantly reduce household real incomes
with negative effects on vulnerable members suathddren.

Before the crisis, in 2008, monetary poverty anddau rates among children in Ghana were
about 35 and 60%, respectively, with significargioeal disparities particularly in terms of
monetary poverty. Poverty and hunger rates arecesfyehigh in rural households and
households with many children.

When the wage, employment and price variations fommmacro simulations are fed into
micro (household- and individual-level) simulatipmge predict that both monetary poverty
and hunger would have reduced across all regio@hema from 2009 to 2011 without the
financial crisis. Particularly strong reductiong &recast for rural areas — indeed, monetary
poverty and hunger actually slightly increase ibhamr areas — and in households with many
children.

Results from the simulations indicate that the glalyisis would increase monetary poverty
and hunger across all regions, eroding many ofgdies made over the past few years.
Indeed, instead of a reduction of 4 percentagetpam child monetary poverty in 2011,
predicted in the absence of crisis, our simulatimcate a 6.6 percentage point increase
compared with the year preceding the crisis, wittoatinuous increasing pattern over the
period of study. The global crisis is also predicie severely deepen hunger among children,
which is simulated to increase up to 6.6 percenfagets in 2011, beginning with a sharp
already in 2009. For both monetary poverty and butayge inter-regional variations emerge
with the Eastern, Volta and Greater Accra regionsdigted to be the most affected.
Households with few children and in urban areas ramre severely affected, possibly
because rural households and households with mbidren are more likely to be
subsistence farmers and thus more insulated fromkehahocks. Similar trends are noted
when the analysis is in terms of gaps rather thanricidence of poverty and hunger. Finally,
the increase in child monetary poverty, primariljiven by a reduction in consumer
purchasing power and a large drop in income imtheagriculture sector, is partly offset by
the increase in agricultural incomes (from the gabf both sales and own-production)
resulting from a continuous increase in food pric€articipation in schooling and
involvement in labour activities, as well as accasdealth services, among children are
forecast to be much less affected by the cristhoabh it is found to reverse predicted
increases in enrolment and health access (withtitwtien toward more modern types of
health services) as well as predicted reductiormsila labour.
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In summary, our analysis of alternative policy msges suggests that they significantly
reduce monetary poverty and hunger, yet have muate fmodest impacts on schooling,
labour and health access among children. This éstduhe fact that cash transfers and food
subsidies translate directly into increased reabmme and food consumption. Indeed, on
average 57% of the expenditure of Ghanaians i®od.fin contrast, real income is only one
determinant of child labour, schooling and healtbeas decisions. Supply-side policies (for
example, investment in school infrastructures — elgmimproving the quality of existing
facilities and/or the construction of new facilg)emay be much more effective here. In fact,
over the past 2-3 years the government of Ghanataagd to implement or design various
health and education policies such as a schoolifgg@togramme, a capitation grant, health
insurance, free maternal care and direct transtet®useholds. These have to some extent
influenced social protection in the country esplécia the area of health and education.

This study simulated the effectiveness of 4 pofiegponses: (1) food price subsidies and (2)
targeted cash transfer for poor children, both itbtal budget of 1% of GDP in 2008 terms
and financed through external aid; targeted cashster for poor children using a total
budget of 0.5% of GDP in 2008 terms domesticallyded through (3) a 20% increase in
tariffs on rice imports and an endogenous increastriffs on non-food manufacturing
goods imports and (4) an endogenous increase iprdperty tax is also explored to finance
the cash/in-kind transfer programme.

A cash transfer programme targeted to poor chilisdound to be generally more effective
in protecting children than food subsidies. Indesidh a total budget equivalent to 1% of
2008 GDP (Response 2), a cash transfer — equiviaent individual annual amount of 19.8
Cedis — would cut the predicted increase in monetaryepgnby a third, over two percentage
points, in 2011 or equivalent to around 200 thodsamldren.

The impact of cash transfer on the hunger ratenisller, at less than one percentage point
(that is around 80 thousand children less than mnte crisis without any policy
intervention), and is similar to those obtainedwidod subsidies: hunger is so deeply rooted
that different and structural interventions woulel fequired to truly improve the status of
children.

The four policies simulated generally cut the dexin schooling and increase in child labour
resulting from the crisis, although not enoughdtalty offset them. In the same way, they
slightly reduce the crisis-generated fall in healtmnsultations and the substitution toward
less modern types of health services.

As the domestically funded policy responses — thihotaxes on specific imports or property
taxation — do not have significant implicationgla macro level, similar outcomes to those
financed through external aid are predicted andltfierences are mainly due to differences
in the magnitude of the budget allocated to thecpl0.5% of GDP for the domestically
funded policy, 1% of GDP for the externally finadqeolicy).
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Finally, although Ghana might be in a positionrtgpilement in a relatively short time a cash
transfer programme to respond to the crisis by dmgl on the existing Livelihood
Empowerment against Poverty (LEAP) programme, otfigrventions (or mix of policies)
might be more cost-effective in the short run. Antdnation of a universal or regionally
targeted (starting with those regions where chdgepty is more widespread) cash transfer
programme for children aged 0 to 5 years old, togretvith a school-feeding programme in
poorer regions, might represent an effective wawtervene quickly to improve child well-
being. With the same overall budget, a cash tramstesided universally to all children aged
0 to 5 is estimated to lead to child monetary ptyveates that are substantially similar to the
case in which a cash transfer is targeted to allirem (O to 14 years old) predicted as poor,
while actually improving the situation of youngdnldren. This result is basically due to the
higher individual amount transferred under a ursakapproach (30.6 vs 19CG&dis) and the
universal coverage of poor children. Under a tagetcheme, undercoverage always occurs
to some extent, as children are identified as pwbely on the basis of a small number of
observable characteristics that are linked to hoaiseconsumption.
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Annex |

Table A: Commodity categories

Commodity categories

Commaodities

1 Cereals

biscuits, millet, flour (wheat), breadya bread, other
cereals

2 Maize maize, ground/corn dough, kenkey/banku hpuit
sauce)

3 Tubers cassava, cocoyam, other starchy staples

4 Plantain plantain

5 Meat beef, pork, bush meat/wild game, goat meatned
beef, other meat (dog, cat, etc.), mutton

6 Poultry poultry, chicken, other domestic

7 Fruit water melon, banana, orange/tangerineproatc other
fruits not canned

8 Vegetables garden eggs, tomato puree (canneddyam leaves
(kontomire), okro, onions (large/small), tomatoes
(fresh), other vegetables

9 Fish fish (smoked), fish (fried), fish (driedish (fresh and

frozen), crustaceans (snails, lobsters, crabs, nEaw
fish (canned) other fish

10 Pulses and Nuts

groundnuts (roasted or rawy pats, beans, other

pulses and nuts

11 Milk and milk products

sugar (cube, granulatetihned milk (unsweetened,
evaporated), milk (powdered), other milk products
including cheese, other confectioneries

12 Oils palm oil, groundnut oil, sheaf butter, @oat oil, palm
kernel oil, other vegetable oils including aninmestsf

13 Rice rice-imported, rice-local

14 Eggs chicken eggs other eggs

15 Beverages

soft drinks and minerals, palm wiffedrgpalm wine
etc, Guinness & other stout, whiskies and ginsgioth
beverage drinks, akpeteshie, beer (local), fruites,
other local wine, other spirits
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Annex 11

Table A: Results of the" proxy-means' regression to identify poor individualsin Ghana

Urban Rural
Regions
Western 0.000 0.000
Central 0.350** 0.363 ***
Greater Accra -0.066 0.000***
Volta 0.301*** 0.086 ***
Eastern 0.188** 0.338 ***
Astanti 0.345** 0.358 ***
Brong Ahafo 0.305** 0.000
Northern 0.000 -0.300%**
Upper East 0.000 -0.527***
Upper West -0.469** -0.572 ***
hh_ageabovel4 -0.1¥6* -0.040 ***
hh_agebelowl15 -0.064* -0.050 ***
hh_size 2 0.000 0.000
hh_size_ 3 -0.147= 0.000
hh_size 4 -0.148+* 0.000
hh_size 5 -0.23%+* 0.000
hh_size 6 -0.183** 0.000
Education_hh_head -0.256 -0.129 ***
Wall 0.207*** 0.061 **
Roof 0.000 -0.069***
Electricity 0.558*** 0.049 **
Water 0.000 0.332***
Kerosene 0.311** 0.000
n_rooms 0.252** 0.585 ***
Automobile 0.677** 0.000
Moto 0.000 0.568***
Constant 15.113** 15.148 ***
"cut-off point” 12.504 12.504
Source: Authors’ elaboration from GLSS 2005/06

Notes:

» Dependent variable: logarithm of total householgesxiture (per adult equivalent) divided by theevaint
regional price deflator

» Econometric model: quantile regressions set atffd7urban areas and at 0.30 for rural areas

* Coefficients significant at 1% (***), 5% (**), 10%") level

« Pseudo Rfor “urban” 0.24; for “rural” 0.24

* The “cut-off point” is in log form and corresponis3708900 old Ghanaedis, the 2005/6 poverty line

» To identify the poor, it is sufficient to multiplyhe variables for each household by their respectiv
coefficients. If the total sum is less than 15.###household is considered as poor.

* In order to apply these estimated coefficientshia hew monetary regime using the new Gheaths, it is
sufficient to divide the poverty line by 10'000aorive at the new cut-off point in log terms (= B69

Key:

Regions = binary variables for each region taking labelé$térn” (the comparison category) to “Upper West”

hh_ageabovel4 = number of household members aged 15 and over

hh_agebelowl5 = number of household members aged 14 and under

hh_size = binary variables for number of household membiits size 6" is for 6 or more

education_hh_head = binary variable equal to 1 if household head ma@ducation or only MSLC (urban)

wall = binary variable equal to 1 if household livesihouse with a cement or sandcrete walls; 0 otkerw

roof = binary variable equal to 1 if household livesihouse with a roof in leaves; 0 otherwise

electricity = binary equal to 1 if household lives in a howdth electricity; O otherwise

water = binary equal to 1 if household has access to sance of water; O otherwise

kerosene = binary equal to 1 if household uses kerosemaais source of lighting; 0 otherwise

n_rooms = number of rooms per household member

automobile = binary equal to 1 if household has an automobiletherwise

moto = binary equal to 1 if household has an motorcyeletherwise
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Table B: Targeting performance (in per cent) for the child population (0-14 yearsold)

Predicted status
Real status Non poor Poor
NATIONAL
Non poor 62.9 37.1
Poor 19.6 80.4
URBAN
Non poor 60.9 39.1
Poor 19.6 80.4
RURAL
Non poor 64.2 35.8
Poor 19.6 80.4

Source: Authors’ elaborations based on GLSS 5

Notes: The model correctly predicts the real status tofdcen when the actual and predicted statuseshare
same (“non-poor/non-poor”; “poor/poor”). On the tmamy, it fails when statuses do not coincide, Itasy in
either leakage (actual status is “non-poor” anddisted status is “poor”) or undercoverage (actuatus is
“poor” and predicted status is “non-poor”)

Table C: Absolute numbersof children, total and by age groups

children 0-14  children 0-5 children 6-10 children 11-14
Ghana 9,276,320 3,588,388 3,311,598 2,376,335

Source: authors’ calculation based on GLSS5 and usingpagiweights. The numbers take into account the
child population growth between the year of theseyr(2005/6) and the base-year of this study (2008)

Annex |11

Table A: GDP growth ratesunder various scenarios (per cent)

BaU Crisis Response 1Response 2Response 3Response 4

2009 70 5.1 53 5.3 5.1 5.1
2010 7.3 3.8 3.8 3.8 3.8 3.8
2011 73 65 6.5 6.5 6.5 6.5

Source: Authors’ calculation based on simulations

TableB: Price effects under various scenarios (per cent)

BaU Crisis Response 1 Response 2 Response 3 Response 4
Consumer prices

2009 -2.3 4.2 25 3.6 4.2 4.2
2010 -3.8 5.8 5.8 5.8 5.8 5.8
2011 -39 0.6 0.7 0.6 0.6 0.6
Value added prices

2009 4.2 0.8 1.7 1.3 1.0 0.8
2010 55 53 -5.2 -5.2 -5.2 -5.3
2011 6.3 0.7 0.7 0.7 0.6 0.7

Source: Authors’ calculation based on simulations
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Table C: Wage and employment effects under various scenarios (per cent)

BaU Crisis Response 1Response 2Response 3Response 4
Formal work

2009 3.1 2.0 2.3 2.3 2.1 2.3
2010 41 -0.6 -0.6 -0.7 -0.5 -0.7
2011 4.1 1.8 1.8 1.8 1.9 1.8
Informal wage

2009 10.8 6.7 8.2 7.5 7.0 6.8
2010 134 -38 -3.7 -3.7 -3.7 -3.8
2011 15.0 5.9 5.9 5.8 5.8 5.8
Informal work

2009 2.2 3.0 2.8 2.8 2.9 3.0
2010 15 4.9 4.9 5.0 4.9 4.9
2011 15 3.2 3.2 3.2 3.1 3.2

Source: Authors’ calculation based on simulations
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