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Summary: Burkina Faso’s hard earned economic gains in regeats have been eroded by the 2008-09 world
financial and economic crisis. The country will fiarlarly feel the effects of the world economicsis due to its
close links with the world economy. Most of the abe effects are transmitted to households thesegasnto
children. The situation of children principally demls on the monetary and non-monetary wellbeintheir
household. This, together with their greater vidibdity, means that children are at risk of sufigrmore, and for
longer, from the impacts of the crisis. It is tHere crucial to understand and anticipate the &ffétat the crisis
may have on children in Burkina Faso and to proppgens for social protection to counter these&H.

To this end, we propose a macro-micro economic agmgbr. Macro-micro economic analysis uses a general
calculable equilibrium (CGE) model to simulate thwacts of various transmission channels of thei<tod the
Burkinabe economy. The results of these simulatimesthen used for the micro-econometric analygisch
integrates individual and household economic behawio evaluate the impact of the crisis on chikdfare.

According to our simulations, which run from 20@9 2011, the financial crisis respectively leadsstand 1
percentage point increases in the incidence of taopand caloric poverty among Burkinabe childidoreover,
the school enrolment rate for children will declimgabout 0.7 percentage points due to the crigide the child
labour rate will increase by about 1 percentagentpdtinally, a 1 percentage point decrease in tleelical
consultation rate among children is expected, alwitg substitution from modern health servicesraditional
medicine. Large regional and rural vs. urban gapskso noted.

A monetary transfer policy targeting poor childegpears to be the most effective at reversing dgative effects
of the crisis and returning to the trend that woh&le existed without the crisis. Such a policpaficed by
external aid and with a budget of 1% of GDP, redgigthes the trend that monetary poverty would Hallewed

in the absence of a crisis and even leads to atiedun hunger. It also limits the crisis’ adveeféects on school
enrolment, child labour and sick children’s acctssnodern health care services. A universal (nogetad)

variant of this transfer policy for 0-5 year-oldashsimilar results and is easier to enact. Polisteish subsidize
food and cereals, as well as monetary transfercipslifor the Centre and Mouhoun regions (the amast

affected by the August-September 2009 floods) \aése analyzed.

Key words: world economic crisis, child poverty, hunger, edigrg child labour health, West and Central Africa,
social protection.
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A UNICEF-PEP Africa Research Project on

the Impact of the Global Economic Crisis on Childre in Western and Central Africa

This study assesses the potential effects of thigatjeconomic crisis on children in Burkina Fasam@roon and
Ghana and the proposal of concrete policy respoteséise policy makers. It is the result of a resbaproject
promoted by the Regional Office of UNICEF for Westd Central Africa and led by the African office tbke
Poverty and Economic Policy (PEP) research networlGollaboration with the UNICEF Innocenti Reséarc
Centre and the UNICEF Division of Policy and PreetiPEP is financed by the Government of Canadaigr
the International Development Research Centre (IDR@ the Canadian International Development Agency
(CIDA), and by the Australian Agency for Internatéd Development (AusAlD). PEP’s African office (PEP
Africa) is based at the Consortium pour la reche@tonomique et sociale (CRES, Dakar).

A regional and three country teams of researcherg iormed. The regional team, coordinated by PERa
was composed of researchers from Africa (GREAT jiMativersity of Yaoundé, Cameroon), from the Unsité
Laval in Canada and the UNICEF Innocenti Reseasniiti€. The regional team developed the basic metbgyl
provided training and closely supervised the tlomentry studies, and prepared a regional reportpafidy brief
synthesizing the results for the three countridee Tountry teams led the country analyses, intedaafith the
local policy committees and wrote their respectwantry reports.

This research was initiated in June 2009: at thieaérthat month the regional team provided the wétfogy and
held in Accra an intensive training workshop foe tbhcal teams. A visit to each country followeddingust. In the
following months the regional and country teamsiedrout the analyses and presented the prelimirgylts of
the study in November and December at the WCARQaEBolicy Network Meeting in Dakar, the ODI-UNICEF
conference on “The global economic crisis — Inatgdehildren in the policy response” in London ahd AERC
conference on “Rethinking African Economic Poliey liight of the Global Economic and Financial Crisis
Nairobi. In the following two months the regionaidacountry studies were finalized by including atsmme
additional policy responses ad hoc to each country.

The main outcomes of this project are:
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Acronyms and abbreviations

AMV
ATV
BCG
CES
CET
CFA
CGE
CSPS
DGEP
DGPSA
DHS
DTP
ECVM
FDI
FOB
GDP
HIPC
IMF
INSD
MEBA
OECD
PPP
QUIBB
SAM
UNCTAD
USA
WDI
YF
ZACA

Anti-measles vaccine
Anti-tetanus vaccine
Baccile Calmette-Guérin vaccine
Constant elasticity of substitution
Constant elasticity of transformation
African Financial Community
Calculable General Equilibrium Model
Health and Social Promotion Centre
Directorate General for Economy and Planning
Directorate General for Agricultural Foresamtd Statistics
Demographic and Health Survey
Diphtheria-Tetanus-Pertussis (vaccination)
Enquéte sur les Conditions de Vie des Ménages
Foreign direct investment
Free on board
Gross Domestic Product
Harmonized index of consumer prices
International Monetary Fund
National Institute of Statistics and Demodrap
Ministry of Basic Education and Literacy
Organization for Economic Cooperation andéb@vment
Purchasing Power Parity
Unified questionnaire of basic indicatorsBifrkina Faso
Social accounting matrix
United Nations Conference on Trade and Demelent
United States of America
World Development Indicators
Yellow fever vaccine
Commercial and administrative zone
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INTRODUCTION

The world financial and economic crisis, which grewt of the 2007 mortgage crisis in the United
States, could compromise recent growth and pouedyction efforts that have been undertaken by
many developing countries. This comes just aftes¢heconomies were hit by the energy and foodscrise

Burkina Faso, much like the rest of the world, basn its hard earned economic gains of recent years
eroded by the world financial and economic crishile its financial system weathered the world
financial crisis well, Burkina Faso’s links to tgebal economy mean that it is not immune to tlieot$

of the world economic crisis. The country depenalsnternational trade in goods and services as agll
foreign investment. External public aid is a sigraht source of funding for the country’s developte
Transfers from Burkinabe living abroad are alsanaportant source of income for the country.

After having averaged 5% real growth over the dec#ite Burkinabe economy can be expected to slow
due to the world economic crisis. In its April 2008port on the economic outlook for Sub-Saharan
Africa (IMF, 2009a), the International Monetary Eu(iIMF) forecast growth of 3.5 and 4.1% for the
Burkinabe economy respectively for 2009 and 201{&s€ figures are clearly lower than the growth rate
of 5% registered in 2008.

The negative effects of the crisis are transmittedulnerable populations in developing countres;h
as children, through several channels. Most ofeledffects are first transmitted to households aed a
then passed on to children. As such, the situaifachildren can alter as a result of changing manyet
and non-monetary welfare within their households.

The macroeconomic and distributive effects in depiglg countries will largely depend on the sizeéhef
crisis in developed countries, the initial condigoin each country and the macroeconomic poligies i
response to the crisis. However, formulating pcatteand appropriate recommendations to stimulate
growth and protect vulnerable populations suchhédren from the negative effects of the crisisuiegs

an understanding of the expected effects of th&scin industrialized and emerging countries asd it
principal channels of transmission to developingntoes, as well as a quantitative evaluation sf it
economic and social effects.

The present report aims to analyze the potentiatef that the world economic and financial cresnsl
possible policy responses have on child welfafBurkina Faso using a multidimensional approach. The
impacts on monetary and caloric poverty, educagind child labour, as well as access to health care
services, are analyzed. The report is structurdd/énsections. Section 1 includes a brief discussf

the crisis’ expected effects. The methodologicgdragch is summarized in section 2. The resulthef t
crisis scenarios and the policy responses are sagle presented in sections 3 and 4. The finatiea
draws conclusions and outlines recommendations.

1. EXPECTED EFFECTS OF THE ECONOMIC CRISIS IN BURKINA FASO

The world economy experienced its worst performasioee the Second World War in 2009 according
to the IMF (IMF, 2009b), with a 1.4% drop in globatonomic production in that year. Strong and
growing interdependence between economies conbigarereased the vulnerability of countries facing
the economic crisis.



Analysts are unanimous about its global impact @efdte any “decoupling” of growth in developing
countries. Growth in Sub-Saharan Africa fell by mhe&wo-thirds according to the IMF (IMF, 2010a),
from 5.5% in 2008 to 2.1% in 2009.

Growth in Burkina Faso is somewhat less affectedl strould be around 3.5% in 2009, which is still a
significant slowdown compared to the 5.0% growtpistered in 2008 (IMF, 2009). Higher oil prices,
lower repatriation of savings and a large-scalernebf Burkinabe nationals living abroad are amtirgy
factors which most heavily influenced the econormBuarkina Faso over the 2000-2008 period.

While international trade, foreign capital and istreent flows, private remittances and public
development assistance are found to be the pritramgmission channels, their respective contrilmstio
are likely to differ from one country to another.itiva 34% trade openness rate, trade is the most
important transmission channel of the world crisi8urkina Faso (figure 1). This is followed by éggn
capital transfers, which are nearly 10% of GDP. Hesr, development assistance and private
remittances, which are respectively 3.7 and 2.3%I[0P, are not large enough to generate a signtfican
impact on the Burkinabe econorhy.

Figure 1: Structure of international transactions,% GDP

34.0

37

Trade Aid Remittances Savings

Source Developed by the authors from the 2004 nationabants

Changes in external trade variables, i.e. pricebs \alumes of imports and exports, affect the trade
balance and ultimately the real exchange rate. Sibe of the exchange rate adjustment required to
balance the current account balance depends opribe and volume shocks suffered by the main
products imported and exported by Burkina Faseyedsas the level of economic openness for trade.

Although the consequences of the crisis are fallisconomic sectors, those which are directlgdohto
external markets, i.e., which are primarily expsgttors, are particularly threatened by the fotechs
reduced world demand. Indeed, over the last fewsydaurkina Faso’s exports have been dominated by
products which depend on demand conditions, prlgneoitton fibre and livestock products.

Table 1 presents the structure of Burkinabe trdtleshows that €apital goods and machinéty
“hydrocarbons and enerfiyand “food product$ are the main products imported, respectively
representing 36.8, 29.1 and 12.8% of the totalevafithe country’s imports.

! However, it should be noted that these ratiosedigignificantly from the World Bank figures, resfieely 13.7 and 0.7
percent of GDP in 2007 (WDI 2009).
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The country’s main exports areottori and “livestock productswhich account for 56.6 and 13.6% of
the total value. The crisis’ effects on the prieesl traded volumes of these products would prigaril
affect the external current account and the exchaaig.

Table 1: Structure of external trade

Millions $US Per cent

Total exports (FOB) 625 100.0
Cotton 354 56.6
Livestock products 85 13.6
Others 186 29.8
Total imports (CAF) 1036 100.0
Food products 133 12.8
Hydrocarbons and energy 301 29.1
Capital goods and machinery 381 36.8
Others 221 21.3

Source World Bank (2008)

Foreign investments in Burkina Faso are also exgetd decline due to uncertainty and risk aversion.
Foreign direct investments (FDI) mostly originatenh France and China and are destined for mining,
road infrastructure and the manufacturing sectawéter, the international financial and economic
crisis reduces the profitability of many investm@nbjects, leading to deferral of projects suchheas
ZACA project, a vast construction project in Ouamagbu. A number of road interchange projects have
also not yet begun. Altogether, according to th@reges of the Directorate General of Economy and
Planning (DGEP), FDI was 36.5 billion CFA francs2008, less than a third of their level in 2007eTh
reduction in FDI appears to be greater with theramtion in the global economy.

Flows of foreign development aid may be negatiagfgcted by the world financial and economic crisis
Mobilization of this traditional source of finangmot only depends on conditions in donor counthes
also on performance along with the IMF’s “EconorRigicy Support Instrument” (EPSI) program. IMF
forecasts indicate a slight decline in foreign depment aid received by Burkina Faso from 2.9% of
GDP in 2008 to 2.8% of GDP in 2009.

Transfers from Burkinabe citizens abroad could asdéfer from declining economic activity and
purchasing power in industrialized countries. THeHP forecast shows a 2.2% decline in the amount of
funds from emigrants, with direct effects on howddltonsumption.

2. METHODOLOGICAL APPROACH

The analysis of the impact of the world economisisrand the policy response options on the weldare
children in Burkina Faso uses a macro-micro econapproach. The macroeconomic analysis uses a
calculable general equilibrium (CGE) model to eatduthe impact of various transmission channels of
the crisis to the Burkinabe economy. The modelommluined with a micro-econometric analysis which
explores the microeconomic behaviour of individuaiel households and evaluates the impact of the
crisis on the well-being of children. For a detdif@esentation of the methodology, see Bibi, Cookbu
Fofana and Tiberti (2010).



2.1  Macroeconomic analysis: shocks and their price andmployment effects

A CGE has the advantage of capturing the struceffatts of the economies being modelled as well as
the direct and indirect effects of shocks and meamwoomic policies. It highlights the interactions
between different actors in the economy. Most eféfquations are derived from rigorous microeconomic
foundations specifying how agents adjust the qtiestidemanded and supplied on each market in
response to price variations. There are also a esumolb macroeconomic equations ensuring that
economic agents’ behaviours are consistent withroe@onomic constraints. The resulting model is then
used as a sort of “laboratory” to simulate the intpaf shocks and economic policies.

In order to predict the effects of the world ecomomrisis on the Burkinabe economy, four principal
transmission channels have been taken into comgider external trade, private remittances, foreign
development aid and foreign investments.

e Trade

The global crisis is expected to reduce world trade will thus affect the national economy by lowwgr
demand for its primary export products. Prices xppoeted and imported products are likely to fall
because they are directly linked to declining wanigort and export prices. Changes in volumes and
prices of exports and imports due to the worldrizial and economic crisis are induced by adjustment
in the exchange rate or internal prices. Changdkantrade channel are simulated by reduced export
demand and international prices for imported prégluthese variables are exogenous in the CGE.

* Private international remittances

Household income is derived from payments for potida factors (labour and capital) and transfers
from other households, firms, the government anchfebroad. A direct impact of a global recession is
reduced remittances from family members living amatking abroad. This leads to lower income and,
consequently, lower domestic demand via reduceduwuption and savings/investment. This situation
increases pressure on the current external acd@lamnce, leading to depreciation of the real exghan
rate, which in turn increases domestic prices. igargansfers are an exogenous variable in the G&E
which a portion of the crisis shock is transmitted.

» Foreign development aid

The government is passive in the sense that it doesptimize an objective function. Its role isiied

to that of regulating economic activity and distitibg wealth. Its income is derived from trade @xe
taxes on products net of subsidies, direct tax#stast and dividends, and net foreign aid andopong.

Its expenditures include transfers to domestic #ordign institutions (debt payments) and current
expenditures for services in the public sector. eernment’s current account is changed through it
primary balance. The financial and economic crisis be expected to affect the flow of aid, impagtin
on the public budget balance and the current eateccount. External aid flows are also exogenowas a
are modified to simulate their evolution due to gfabal economic recession.

* Foreign investment

The current account, the capital account and clsaimgeeserves are the three components of the dmlan
of payments. The capital account includes net gorelirect investments and other capital transastion

9



with the world economy. Since international reseraee held as fixed, the current account balance is
constrained by the capital account balance.

As such, a deficit in the current account corresisowith a capital account surplus, which indicates
foreign savings available for local investment. Tl savings of households, firms, the government
and the rest of the world, finance total investmdius, lower foreign savings reduce the capadaity f
investment in developing countries.

Total investment net of public investment and fgneidirect investment is distributed between the
productive sectors as a function of the relativesaof return and the cost of using capital in ¢hos
sectors. This last is equal to the dual price géstment times the sum of the depreciation anddaste
rates.

The sectoral stocks of private capital are updatadg a capital accumulation equation which inctude
the depreciation rate, investment and FDI flowsach sector.

The world recession reduces direct investment daherdoreign capital inflows, thus also loweringe th
capacity for investment in developing countriesalnontext of tight international credit conditioiise
trade market balances out via adjustments in tlehamnge rate or domestic prices. These countries,
having accumulated foreign reserves over previ@assy are in a position where they can counterrowe
FDI flows with an increase in other capital flowsarder to rebalance the current account.

2.2 Links between the macro and micro economic anges

In order to evaluate the distributive effects o ttrisis shock and possible policy responses, fitss
necessary to send price changes — of productsaator$ — and employment levels to the microeconomic
module. This is done following a “top-down” sequahépproach (Robillard, Bourguignon and Robinson
2008). The analysis can therefore capture the jamcereallocation effects of the world economisisti
The micro and macro modules are carried out selignbver three periods: 2008-09, 2009-10 and
2010-11.

The links between the macro and microeconomic nesdakre changes in the prices of products for
consumption or production, wages and the level mpleyment for different categories of workers
simulated by the CGE, income for agricultural arwh ragricultural family businesses, dividends and
private transfers. This information is then usednasits for the microeconomic analysis at the lefel
individual households. The advantage of the mionotation approach is its capacity to capture
heterogeneity of households’ income sources anduwuoption profiles in order to analyze the intergrou
and intragroup distribution of poverty and ineqtyali

2.3 Microeconomic analysis: child poverty and well-beig

The microeconomic analysis aims to measure thectsffef the financial crisis on five aspects of
children’s living conditions: (1) monetary pover{g) caloric poverty, (3) education, (4) child lalbb@and
(5) access to health services.

In this study, a child is defined as beipgor in monetary termd they live in a household where
consumption per adult equivaléndeflated by appropriate temporal and spatial pincexes, is under

2 The equivalence scales used were constructechsideration of the minimum caloric needs by sex agel group.
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the official monetary poverty threshold of 82,67EACper year. However, this poverty line does not
meet the minimum needs of individuals in Burkinasd-and is lower than the international absolute
poverty line used by the World Bank of $1.25 at PPie use of this official poverty line enormously
underestimates poverty in Burkina Faso and itssreniis therefore urgent (for more on this see
Cockburn, Fofana and Tiberti 2010).

To analyze monetary poverty among children in th&al situation as well as in the aforementioned
scenarios, we look at the incidence of poverty agnehildren aged 0 to 14 years. Total real
consumption, as defined above, is the variable tsedaluate the effects of the crisis. This vddab in
fact affected by changes, simulated at the macraso@ level, in consumption, prices, wage and
employment rates, profits for agricultural and nagricultural family firms, dividends and private
transfers.

The monetary values of household consumption ®different food products bought and self consumed
have been converted into quantities using the @rioe the geographically nearest market. These
guantities are then determined at the level ofviddials (per adult equivalent) by dividing them tine
household equivalence scale. They are then comverte calories using nutritional tables (Bariknto e
al. 2004) and compared to the minimal caloric neEd2283 kilocalorie$ per day for an adult male in
order to assess caloric poverty. This figure allowgo calculate the incidence a@dloric povertyamong
children. Changes in prices for food goods as agihcome affect quantities of food products coresdim
and, thus, on caloric consumption in the microeaaiconodel as per Bibi et al. (2010).

School enrolmenand child labour are analyzed together, yielding four possible €agk) “school/no
work”, (2) “school/work”, (3) “no school/work”, (4Jno school/no work”. The probabilities of being in
each of these states are modelled using a simoltanehoice bi-probit regression. These probalslitie
correspond to the average share of children in e&dhe four cases. Due to the lack of detail ia th
survey, child labour is considered as engagemendny economic activity, whether or not it is
remunerated and regardless of the number of hqunst,sor family labour (domestic work is thus not
included). Among the explanatory variables, realdahold consumption per adult equivalent serves as
the transmission variable for the crisis and poliegponses on children’s participation in schoal an
labour.

For access to health care servigassck children’s consultation rate and the chat¢he type of service
consulted were analyzed. Four types of health sareices are specified: (1) public or regional tieal
care services, (2) private or NGO health care sesyi(3) basic health services, such as Healttfsanil
Promotion Centres, and (4) traditional healers,atpant and others. The probabilities of consultatiod
the choice of the type of service were modelledpeetively, using probit and multinomial logit
regressions. The probabilities are the averageogptiop of children consulting each of the four tgps
services. The household’s real consumption arisesra explanatory variable. Using the predicted
changes for the simulated scenarios — crisis alidyp@sponses — we estimate the impacts on at¢oess
health care services.

Finally, to simulate a policy of targeted cash $fens to children, we have constructed an econanetr
model of a type that the government should adopireédlict the state of poverty among households and
their children. Following a proxy-means approa@al ronsumption was regressed on a limited number

% This caloric poverty threshold is the same asdhe used to estimate the cost of the food compooktite absolute
monetary poverty threshold.
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of easily observable socio-demographic charactesistt the household level. See tables 1 and Ben t
annex for the targeting and the coefficients fervhariables used.

For more details about the methodology, see Bib¢ckBurn, Fofana and Tiberti (2010).

2.4 Data

The data for the CGE is from the 2008 social actahitity matrix (SAM) for Burkina Faso, described i
table 2. It identifies economic relations over sets of accounts: (1) 28 activities; (2) 28 goodd a
services (each activity produces a single gooceorice and each good and service is only produged b
one activity); (3) 7 production factors (6 typesaadrkers and one category of capital), (4) 8 categoof
households according to the activity of the houkkl®ad (3 employees, 3 agricultural and 2 non
agricultural), (5) 2 other institutional agentse tgovernment and the rest of the world; (6) 1 sg4n
investment account.

Table 2: Description of the 2008 SAM for Burkina F&0

Group | Description

Activities/goods

Agriculture (9) Grains; Fruits and vegetables; GottOther cash crops; Cattle; Other livestock; kteek
products; Forestry; Fisheries

Industry (8) Mining and quarrying; Modern drinksdatobacco; Textiles; Electricity, natural gas and

water; Other modern industries; Informal industris#odern construction; and Informal
construction

Services (11) Modern trade; Informal trade; Modetransport; Informal transport; Post and
telecommunications; Financial services; Hotel; @ttrodern commercial services; Other
informal commercial services; Private and paragubtin commercial services; Public npn
commercial services.

Production factors

Labour (6) Informal rural; Formal rural; Formal djifiad urban; Formal non qualified urban; Informal
qualified urban; and Informal non qualified urban

Capital (1) Capital

Institutions

Households (8) Public sector employees; Formalapgivsector employees; Informal sector employges;
Cotton producers; Livestock farmers; Other farmeMsin agricultural employees; and
Inactive

Others (2) Government; and rest of the world

The microeconomic analysis is based on househadralividual data obtained from the 200Bntuéte

sur les Conditions de Vie des MéndgesCVM 2003), which is the most recent survey availabkhatime

of writing. This survey collected sociodemograparmd economic data on households and individuals,
including children, relating mainly to householdsod and non food consumption, as well as on
education, labour and individuals’ access to headtle services.

3 CRISIS SCENARIOS AND RESULTS

The scenarios simulated in this study are basegary on assumptions about future changes in the
principal variables which transmit the world econorarisis to the Burkinabe economy, and also on
response policies that the state could choosents the crisis’ impacts on the welfare of childrem
Burkina Faso.
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3.1. Scenarios with and without economic crisis

The July 2009 IMF report (IMF 2009b) highlights &dile stabilization and a slow recovery of the
global economy. However, a sustained recovery ionemic activity in industrialized countries is
forecast for the second half of 2010, accordintheosame report. On the basis of recent informatdion
the state of the world economy, the study formuslated tests the following scenarios:

- The scenario without crisigr of continuity also theeference scenarjovhich serves as a basis of
reference for the later scenarios. The transmisgaiables follow their pre-crisis trends in this
scenario.

- The crisis scenariowhich postulates a deterioration in transmissianables between 2008 and
2009 (“2008/2009”), a rebound in import prices amdtagnant trend for other transmission
variables between 2009 and 2010 ("2009/2010"), tamally a recovery for all transmission
variables between 2010 and 2011 ("2010/2011").

The following sections discuss the implications tlee economy of Burkina Faso of these scenarios for
each of the transmission variables and the woreheic crisis.

3.1.1. Imports and exports

The world economic crisis has non-negligible repssons for goods and services traded by Burkina
Faso. We mentioned earlier that imports miotlern manufactured goodsand exports of¢otton fibré

and ‘livestock productsare the basis of the country’s trade. We predmiow the presumed price
changes for rhodern manufactured goodsihd those of export demand faotton fibré and “livestock
products.

The data for changes in world prices for many tdagleods comes from the IMF (IMF 2010b). This data
is the starting point for constructing scenariogutfire changes in import prices for Burkina FaBloe
IMF price is used directly when the product catggsrexactly the same as specified in the modeleiVh
this is not the case, a price index is construbiedveighting several IMF prices in proportion taeith
respective shares of imports. Modern manufactuestlg) comprise nearly 80% of imports for Burkina
Faso and the shares of individual goods are predgentfigure 2. Figure 3 illustrates the changehie
world price index for fhodern manufactured produttsom September 1999 to August 2009, and the
forecast from September 2009 to December 2011,rdiogp to the reference and crisis scenarios
simulated in this study.

* Following the nomenclature of the national acceumsed in this study; these imports are mostly taagjoods and
machinery, petroleum products and food productsclmogether amount to 79 per cent of the total.

13



Figure 2: Structure of imports of modern manufactured goods
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Figure 3: Change in the world price index for moden manufactured goods, 1999-2011
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Source Author’s calculations from IMF data (IMF 2010)da2004 national accounts.

Note Reference year for the price index = 2005. Asad-2008, the series for the reference scenariovial the pre-crisis
trend; as of September 2009 the series for thes@ienario follows the assumptions formulateceictisn 3.1.

In the absence of a crisis (red/dashed), we pdststagnant prices for imports following the inGea
experienced during the food crisis. In the crigisngrio, prices are observed until the third quaste
2009, with a substantial decline in prices from 12@08 to mid-2009 and an upward correction during
the third quarter of 2009 (green). In the crisiersrio, we postulate that this price recovery coes
throughout the period of analysis, following thetbrical trend (blue) through to mid-2011.

Exports of goods and services from Burkina Fasdhw rest of the world constitute an important
transmission channel of the global economic cri$ise main exports from Burkina Fasggirined
cottori’ and “livestock products increased by 110% between 2000 and 2008 (figiwré&his was largely
due to an increase in the volume of exports; cotegpresents 60% of total exports, but its priceyonl
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increased by an average of 20% over the periodr@i§). Extending this trend into the future, weeot
3 to 4% annual growth in the volume of exportshia tollowing years in the no-crisis scenario.

Figure 4: Exports of goods and services (billions;CFA)
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Note As of mid-2008, the series for the reference adenfollows the pre-crisis trend and the seriastf® crisis scenario
follows the assumptions formulated in section 3.1.

Figure 5: Annual change in the price of cotton ($U®er pound)
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In the crisis scenario, the changes in 2009 expmumes are based on IMF estimates for emerging and
developing countries (IMF 2009b). Lacking precistoimation for Burkina Faso or for some products,
we use their forecast of a 6.5% decline for thesentries as a whole and apply this figure to Buakin
Faso’s total exports. The IMF anticipates a 1.4%overy in exports from these counties in 2010, an
assumption which we also make for 2010/2011 afsggreation in 2009/2010. Exports from Burkina Faso
are thus expected to recover in mid-2010 to follbevtrend from earlier years.

3.1.2. Other crisis transmission variables

Foreign investmenh Burkina Faso should decline due to the econ@nit financial crisis. The country
has an active policy to attract foreign investm#rgnks to tax concessions. Investments in mining,
telecommunications and financial services remaikeumpublic control. In 2008, net foreign investnsent
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amounted to 36.5 billion CFA francs, after an exicgyally high level of 164 billion CFA francs in 20,
which was nearly ten times its level in 2006, &ssttated in figure 6. In the reference scenarid] F
follows the historical trend of nearly 10% annuadwth, represented by the blue line in figure 6.
According to the United Nations Conference on Traael Development report (UNCTAD, 2009),
worldwide FDI declined by 15% in 2008 relative teetprevious year, a trend which is expected to
continue in 2009. While Africa saw a significantiease in FDI in 2008 (34.7%), a more modest
increase is expected for 2009 if we look at thetmesent statistics on “Mergers and Acquisitiorteg
main component of FDI. These show a significantidedetween the first quarters of 2008 and 2009
(figure 7). Thus, in the economic crisis scenarnie,postulate that the trend in the evolution of Bér

the following years should not differ significanftpm its main component, “Mergers and Acquisitibns
Furthermore, the trend for “Other capital transfestsould also be fairly similar to FDI. Consequegntl
FDI would decrease by 42% in 2008/09, registerrarual growth rate of zero in 2009/10, and return to
the historical trend of nearly 10% growth in 20110/1

Figure 6: Foreign direct investment (billions, CFA)
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Figure 7: Change in mergers and acquisitions, bikins $US
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In the reference scenarifgreign development aidvolves according to the trend in the previous yea
(blue line in figure 8) with an annual average @ase of 10%. A decline in foreign development aid f
Burkina Faso is expected in 2009 according to tinjean Report on Development (2009). As such, on
the basis of this report, our crisis scenario mtsj@early a 13% contraction in aid received bykiBwa
Faso in 2009 compared to 2008. As seen for otl&s ¢ransmission variables, no change is expdoted
2009/10, while aid recovers in 2010/11 to followe thend observed in previous years.

Figure 8: Foreign development aid (billions CFA)
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In the reference scenariprivate remittancesncrease by 2% in annual terms, following the pres
trend presented in figure 9. In its July 2009 répmr the impact of the world economic crisis on
international remittances, the World Bank projecéad8 to 12% decline in private remittances to sub-
Saharan African countries. Our scenario of dedjrprivate remittances in 2008/09 corresponds whiéh t
latter value (the lower bound of the World Bankjgation). This figure is expected to remain stahle
2009/10, with a projected recovery to 2% growthtstg in 2010/11.

Figure 9: Private remittances (Billions, CFA Franc$

20 - Source Data from
— = Reférence the Directorate
— = Crise General of
i Linear {Chservations) — Economy and
60 — X
—_—T Planning database
/ N — — Note As of mid-
-~ / 2008, the series for
40 ™~ - the reference
/ scenario follows the
N 7 . P pre-crisis trend and
20 1 — — the series for the
crisis scenario
follows the
0 . hypotheses
formulated in
(o] (=] (=) — L] o =t L [re] = (e (=] [ -— .
3 3 S S S S S S S S S S S S section 3.1
— — L] L] L] L] L] L] L] L] L] L] L] L]

17



3.2.  Impacts of the economic crisis

We begin by analyzing the simulated macroeconorffieces of the crisis in general terms before
focusing more specifically on the transmission afsles, which then leads to the third stage of a
microeconomic analysis of the crisis’ impacts oildctvelfare in Burkina Faso.

3.2.1. Macroeconomic impacts

The changes in the transmission variables duedatonomic crisis with respect to the values in the
reference scenario, according to the assumptiatsdsabove, are presented in percentage poirdblie t
3.

Table 3: Differences in change for transmission vaables, crisis vs. reference scenario (%points)
2009 2010 2011

International trade

- Average import price -29.5  -237 -17.3
- Average export volumes -10.1  -13.2 -13.2
Foreign investment -34.0 -39.8 -39.8
International aid -20.9 -28.4 -28.4
Private remittances -13.5 -154 -15.4

Source Authors’ calculations using the results of thegliations

» Effect on economic growth

The simulated economic crisis leads to a 1 pergeng@int decline in the GDP growth rate with respec
to the reference (no crisis) scenario in 2009 a2 Economic growth reduces by half this gap ih120
(table 4).

Table 4: Annual GDP growth (%)

Growth rate Variation in
percentage

Reference  Crisis points
2009 5.2 4.1 -1.1
2010 5.0 4.0 -1.1
2011 4.9 4.4 -0.5

Source Authors’ calculations using the results of thegliations

The slowdown in growth is principally induced byetldecline in final private consumption and
investments, while the impact of the crisis in terof trade appears to improve net exports (tablbléje
that final public consumption is presumed consitamiach of the scenarios.

Table 5: Differences in variation of components o&DP, crisis vs. reference scenario (% points)

Final private

consumption Investment Exports Imports
2009 -5.1 -2.7 -10.1 -20.4
2010 -7.7 -1.7 -13.2 -32.3
2011 -8.6 -9.8 -13.2 -35.5

Source Authors’ calculations using the results of thegliations

. Effects on trade

The economic crisis reduces Burkina Faso’s traglel€t6). Indeed, given the short term perspective o
the analysis, the rigidity of the structure of pwotion generates surplus export supply due to duodiree
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in demand, implying a substantial decline in expgwites. Lower export prices contribute greatlyato
sizeable decline in the real exchange rate whictuin lowers the volume of imports which become
more expensive. Finally, the decline in the volush@nports is greater than the fall in exports,uiesg

in an improved coverage rate (figure 10). Howevle, price of products exported by Burkina Faso
declines more than the price of imported produetsilting in a higher external trade deficit oves first
two years of the crisis.

Table 6: Differences in effects on coverage rate pfoducts, crisis vs. reference scenario, (%points)

World import Exports Foreign  Foreign Exchange Imports
prices Volume FOB price investment transfers rate Price  Volume
2009 -29.5 -10.1 -45.4 -34.0 -18.2 76.1 24.3 -20.4
2010 -23.7 -13.2 -48.7 -39.8 -23.8 87.7 43.4 -32.3
2011 -17.3  -13.2 -45.6 -39.8 -24.1 78.9 48.0 -35.5

Source Authors’ calculations using the results of thegliations

Figure 10: Change in the deficit and the import/exprt ratio with respect to the reference scenario
(% points)
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Source Authors’ calculations using the results of thegiations

» Effects on state revenue and savings

The economic crisis is expected to considerablyicedthe revenue of Burkina Faso. This is due to
reduced foreign development aid, trade taxes and, lesser extent, direct taxes on household income
(table 7). Under the assumption of fixed per capiidlic expenditures, i.e. increasing at the rdte o

population growth, the state’s budget deficit grosansiderably in the crisis scenario due to falling

revenue, whereas it registers continuous growtherreference scenario (figure 11).

Table 7: Difference in the effects on state revenuyerisis vs. reference scenario (% points)

Direct Total
Production taxes Product taxe¥ariffs taxes Transfer Capital income
2009 6.7 7.3 -3.1 -1.7 -20.9 -1.1 -2.8
2010 12.6 10.0 5.1 2.7 -28.4 -0.1 -4.0
2011 14.1 9.9 -6.6 -3.2 -28.4 -0.2 -4.6

Source Authors’ calculations using the results of thegliations
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Figure 11: State budget balance (% GDP)
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3.2.2. Effects on microeconomic transmission variables

The crisis will have non-negligible effects on helaslds according to the structure of their incomé a
their consumption profile, via changes in the mioé goods and services and the level of employment
for each category of workers. The following sectiamalyzes the changes in these variables which
transmit the economic crisis to households ana tieidren.

» Effects on product prices

We have already seen that the economic crisis laddarge decline in international prices of prcid
imported and exported by Burkina Faso. Reducedsteas, foreign investment, external aid and export
demand act together to lower the real exchange (talde 8). Domestic prices — for consumption,
production and value added — thus see a smalléndemd even increase in some cases.

When we compare sectors, we observe a decline ioespiin agricultural sectors relative to the
manufacturing and mining sectors. Indeed, thesebkasefit more from the increase in the real exgbean
rate due to their greater openness to trade (blehich moderates the effect of the fall in ini@ional
prices.
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Table 8: Differences in price changes, crisis vseference scenario, (% points)

External price Real Internal price
exchange

Year Imports Exports rate ConsumptionProduction Value added

. 2009 -17.2 -48.1 76.1 7.1 -8.4 -11.3
Q%'gr‘:'t”re for 2010 -15.6 53.4 87.7 9.2 108 -15.0
2011 -14.1 -46.6 70.3 -4.4 -5.8 -8.9

. 2009 -15.2 -48.7 76.1 5.4 -5.9 7.7

Other agriculture 547 -10.8 54.4 87.7 8.4 9.2 118
2011 -6.0 -48.0 70.3 -7.3 -8.0 -10.2

2009 -18.8 -43.8 76.1 7.6 2.4 -3.5

Mining 2010 -17.8 -46.7 87.7 10.5 4.3 -5.7
2011 -16.9 -39.9 70.3 9.4 4.6 -3.4

. 2009 -30.4 -45.5 76.1 9.8 1.8 1.7
mgﬂgfﬁg;”””g 2010 4.4 -48.6 87.7 16.9 3.0 17
2011 -17.9 -41.0 70.3 15.4 2.6 -0.3

2009 -23.4 -42.5 76.1 2.8 1.7 -3.6

Private services 2010 -18.6 -45.7 87.7 4.2 2.6 -6.1
2011 -13.6 -39.2 70.3 3.9 2.6 -5.3

2009 - -44.8 76.1 1.1 1.0 0.0

Public services 2010 - -48.0 87.7 1.6 1.6 0.0
2011 - -41.0 70.3 1.4 1.4 0.0

Source Authors’ calculations using the results of thegliations

Table 9: Structure of trade per product category (%9

Share Intensity

Imports Exports Imports Exports
Agriculture for export 0.3 4.3 1.3 7.0
Other export 1.9 3.4 15 1.0
Mining 0.4 2.7 13.4 26.2
Manufacturing industries 89.4 77.5 34.7 15.2
Private services 8.0 10.6 3.8 2.1
Public services - 1.5 - 0.5

Source Authors’ calculations using the results of thegliations

» Effects on prices and volumes of productive factors

The crisis affects household income by weakenieg g8mployment status and income from production
factors (labour and capital). Workers would be maffected by the crisis than holders of capital as
sectors which use capital intensively are relayive$s touched by the crisis.

The crisis causes a contraction in the labour maake a reduction in formal employment for rural
workers and non-qualified urban workers, causiregtto turn to informal employment (table 10). This
gap increases relative to the no-crisis situati;8010 and 2011. Indeed, despite improving jobtmea

in formal employment, the level remains much lowem it would have been in the absence of a crisis.
The most striking contraction is in the agricultisactor, indicating that the displacement of indials
from formal to informal employment is primarily adssed among rural workers.

In contrast, we observe the opposite trend in dnedl sector in urban areas, although this movernsent
very small. This result can be explained by thé that the services sector (which accounts for &%
total wages for qualified urban workers, as oppdsedPbo for agriculture) is not particularly affedtby
the crisis or substitution towards cheaper rurdl @on qualified workers in the informal sector.
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Growth in informal rural and non-qualified urbarbdar supply causes wages to fall more for these
workers than for qualified urban workers (table. Hgrmal wage rates are presumed fixed.

Table 10: Differences in variation of volumes of fetors, crisis vs. reference scenarios (% points)

Formal labour Informal labour
Qualified Non qualified Qualified Non qualified
Capital| Labour| Total Rural urban urban| Total Rural urban urban
2009 -0.1 0.0/ 00 -05 0.6 0.6/ 00 0.2 -0.4 -0.2
2010 -0.8 0.0/ -09 -16 0.0 -0.5| 04 06 0.0 0.2
2011 -1.8 0.0/ -13 -25 0.4 -08] 06 0.9 -0.3 0.3

Source Authors’ calculations using the results of thagiations

Table 11: Differences in variation of prices of fators, crisis vs. reference scenarios (% points)

Formal Labour Informal labour
Qualified Non qualified Qualified Non qualified
Capital| Labour| Total Rural urban urban| Total Rural urban urban
2009 -1 -49| 0.0 0.0 0.0 0.0 -7.0 -8.2 -5.3 -4.0
2010 21 -79/ 0.0 0.0 0.0 0.0 -11.3 -12.6 -8.9 -8.9
2011 -1.1 -74] 0.0 0.0 0.0 0.0/ -105 -11.4 -7.6 -10.1

Source Authors’ calculations using the results of thegliations

+ Effects on remittances

Private remittances suffer a decline of 11.6% i0®@nd 2010 with respect to the no-crisis scenario
before moving to a smaller decline of 9.7% in 2011.

3.2.3. Effects of the crisis on child welfare

We consider all individuals under the age of 1xkfdren. Defined as such, they are nearly halhef
population of Burkina Faso (46% in 2006). In thédwing sections, we present the effects of the
financial crisis on monetary and caloric povertyueation, labour and access to health care serfaces
children as per the simulations. In each casejriti@l situation and reference scenario (no-cjisise
presented before the analysis. The changes caygbé brisis are evaluated with respect to theresiee
scenario. The base year for the micro analysi®@32the year of the most recent household suthey,
data used for the micro analysis.

I. Effects on monetary poverty among children

* Initial situation

The initial (base) situation of monetary povertycam children (0-14 years old) is based on the 2003
survey. This survey indicates that 32.7% of chitdaeross Burkina Faso are poor, with 36.1% of rural
children and 12.3% of urban children living in paye(table 12y This rate increases with the number of
children in the family. We also see a higher praiparof poor children in households headed by men
(32.8%) than those led by women (30.2%). Substadisparity in the incidence of monetary poverty
among children exists between different areas ettcthuntry, ranging from 19.7% in the Centre redgmn

® Note that our analysis differs from the offici#htstics by adopting an equivalance scale basdddividual caloric needs,
whereas the official statistics are presented peracapita basis. As such, our results are nottiireomparable to the official
figures.
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45.6% in the North region. The relatively good pariance for the Centre can be explained by the
influence of the city of Ouagadougou. The regiorih \& high incidence of child poverty (the North at
45.6%, as well as the Centre-East and Centre-Sau#.8%) are agricultural regions with natural

constraints marked by low rainfall, degraded saiid low fertility.

Table 12: Monetary poverty among children (0-14 yes old) without the crisis

Share (%) Incidence of poverty (%)

of the total| Base | Reference scenario: variation in percentage points

population| year with respect to the base year

of children| (%) 2009 2010 2011
Burkina Faso 100.0 32.7 0/6 0.1 -0.3
Regions
Centre 8.1 19.7 1.0 0.8 0.5
Nord 9.2 45.6 0.4 0.5 0.6
Centre Ouest 8.8 239 0(1 0.1 0.1
Centre Est/Centre Sud 126 44.8 D.3 -0.7 -1.0
Est 9.3 36.3 0.4 0.4 0.5
Sahel 5.8 28.4 0.8 -1.8 -3.2
Sud Ouest 5.3 28.9 1/4 07 0.1
Boucle du Mouhoun 12.y 375 0(4 0.4 0.4
Hauts Bassins/Cascades 13.6 21.1 1.1 0.6 0.0
Centre Nord/Plateau central 14.6 33.7 0.9 0.1 -0.9
Gender of household head
Female 4.8 30.2 0.2 01 0.2
Male 95.2 32.8 0.7 0.2 -0.3
No. of children in the household
2 children 0.3 11.9 0.7 0.7 0.7
3 children 3.4 12.5 0.4 0.3 -0.4
4 children 6.7 14.1 0.5 0.b 0.4
5 children 9.4 20.1 0.5 0.0 -0.4
6 children 10.8 24.3 0.b o1 -0.4
7 or more children 69.3 386 0|7 0.1 -0.2
Rural/Urban
Rural 85.5 36.1 0.7 0.1 -0.3
Urban 14.5 12.3 0.5 0.6 0.3

Source Authors’ calculations using estimates from theVBC2003 and the results of the simulations

* Reference scenario

In the absence of the crisis, our reference scenadicates that the situation in 2009, 2010 an#l120
would have evolved as shown in table 13. For Barkiaso as a whole, the incidence of monetary
poverty among children would have declined from782.to 32.4% in 2011, a reduction of 0.3
percentage points. However, we note slight inceease2009 and 2010. A declining trend is only
observed in three regions in 2011, as opposed ¢ceases in the other regions. The decline is
concentrated among children in rural regions arfubimseholds led by men.

+ Effects of the crisis

For Burkina Faso as a whole, our simulations irtdidhat the economic crisis leads to a significant
increase in the incidence of monetary poverty ananilgiren (table 13). The increases in the incigenc
of poverty, in percentage points relative to thiéahsituation, are 3.8 in 2009, 4.7 in 2010 and #
2011. These results suggest that the crisis hasdiate and strongly negative effects on childreth an
that the situation is most grave in 2010. Similaarmges are expected for children in all household
categories, with some variation in the size ofithpact. Rural children are most affected by thsisyi
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while the impact continues to be felt in urban areatil 2011. The most affected regions are SudsQue
Sahel and Centre Nord/Plateau Central, followedHauts Bassins/Cascades, which are all above the
national average. The least affected region isi€ent

Generally speaking, these results reflect the drapcome in the rural sector, where the declineales

is nearly twice the value of self production (sexkburn, Fofana and Tiberti, 2010). This channdhef
impact is followed by the loss of buying power,ritibe increase in consumption prices and the rexuct
in remittances. The change in income in self emplayt in the non agricultural sector, which only
covers 1% of rural households, does not contritutdhanges in child poverty.

Table 13: Changes in monetary poverty among childre (0-14 years old) due to the crisis (variation
in % points with respect to the base year)

Share (%) of Incidence of poverty (%)
the total . . L
population of Base Cr|5|§ scenario: variation in percentage
children year (%) points with respect to the base year
2009 2010 2011
Burkina Faso 100.0 32.7 3/8 47 4.4
Regions
Centre 8.1 19.7 1.y 2.3 2.0
Nord 9.2 45.6 2.5 3.2 3.2
Centre Ouest 8.8 239 27 3.6 3.9
Centre Est/Centre Sud 126 44.8 4.3 4.9 4.2
Est 9.3 36.3 2.5 2.5 25
Sahel 5.8 28.9 6.Y 7.4 6.1
Sud Ouest 5.3 28.9 55 7.2 6.7
Boucle du Mouhoun 12.y 375 2\8 3.8 4.0
Hauts Bassins/Cascades 13.6 21.1 3.7 4.6 5.0
Centre Nord/Plateau central 14.6 33.7 6.1 7.6 6.3
Gender of household head
Female 4.8 30.2 2.1 4.3 4.0
Male 95.2 32.8 3.9 4.y 4.4
No. of children in the
household
2 children 0.3 11.9 0.7 0.7 0.7
3 children 3.4 12.5 3.2 3b 3.1
4 children 6.7 14.1 3.2 3.6 3.4
5 children 9.4 20.1 2.9 3.6 3.2
6 children 10.8 24.3 4.6 55 4.9
7 or more children 69.8 386 3|9 4.9 4.6
Rural/Urban
Rural 85.5 36.1 4.1 5.1 4.7
Urban 14.5 12.3 1.8 2.4 2.7

Source Authors’ calculations using estimates from theVBC2003 and the results of the simulations
il The effects on caloric poverty among children

¢ |nitial situation

The results (table 14) show higher levels of calpoverty than monetary poverty (table 13). Théahi
situation is that 64.9% of children (0-14 years)@dross Burkina Faso live in caloric poverty. Nibtat
caloric poverty is evaluated by comparing indivicRi@aloric consumption to their minimum caloric
needs (as described in the methodological sectiah)expressed in male-adult equivalents for the
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purpose of comparison. We suspect that this figai@verestimated due to the fact that prices, used
convert the value of food consumption into quaeditiare themselves overestimated. That having been
said, the profiles of theariation in caloric poverty, our primary target, should ro® significantly

affected.

. Reference scenario

According to the reference scenario (no crisislpra@apoverty would have continued to climb duete

fact that prices of foodstuffs would have increatester than those of non-food products. Indeegl, th
prices of non-food products are more influencednbyorts, the prices of which are presumed stagnant
during the reference period.

Table 14: Caloric poverty among children (0-14 yeas old) in the base year, crisis vs. reference

scenario

Scenario Incidence of caloric poverty (%) Variation in percentage points with

Base year (%) 64.9 respect to the base year
Reference Crisis Reference Crisis

2009 64.9 65.1 0.0 0.2

2010 65.5 65.0 0.6 0.1

2011 65.8 65.4 0.9 0.5

Source Authors’ calculations using estimates from theVBC2003 and the results of the simulations

+ Effects of the crisis

As with monetary poverty, the financial crisis Ieat an increase in the incidence of caloric pgvert
among children for Burkina Faso as a whole (takle The increases in the incidence of poverty in
percentage points with respect to the initial sitbaare 0.2 in 2009, 0.1 in 2010 and 0.5 in 2084 of
2010, the increase in caloric poverty in the crégignario is less than in the absence of a ciibes.result
can be explained by the fact that prices of fod@stlecline relative to prices of non-food goodshe
crisis scenario. The increase in caloric poverthésefore less than for monetary povérty.

iii. The effects on education and child labour

* Initial situation

The proportions of children aged 7 to 14 who gedieool and/or are engaged in any economic activity
the base year are shown in table 15. It is importaremphasize that the age group targeted by the
present study (7-14 years old) straddles the aff@ge groups for calculating the school enrolnmate

in Burkina Faso. Official education statistics Aesed on the 7-12 age group for primary schoolland

to 18 for secondary school. The values given inetdlb thus fall between official school enrolment
statistics for primary and secondary schools.

In the 7-10 age group, 34.3% of children go to sthohis rate includes 33.4% who go to school and
don’t work and 0.9% who both work and go to sch@ijlthe 65.7% of children aged 7-10 who do not go
to school, 42.9% work and 22.8% are classifiedasmorking. In other words, 65% of children aged 7-
10 who do not go to school participate in econoautivities. Looking at 7-10 year old children as a
whole, we find that 43.8% of children are engagedome form of economic activity regardless of

® This difference can also be explained by a lacgecentration of children near the monetary rathen caloric poverty line.
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whether or not they are enrolled in school. Thie racludes 42.9% who are not in school and 0.9% wh
combine work and school. In other words, 98% ofdrkn aged 7-10 who work are not in school.

Among children aged 11-14, school enrolment ratesgen lower, and participation in the labour éorc

is even higher. Overall, 33.4% of these childrenayschool, of which 32.4% only go to school wHibé

also work. The 66.7% of children aged 11-14 whondb go to school includes 55.2% who work and
11.5% who are “inactive”. Considering this age gr@as a whole, 56.2% of them are engaged in some
economic activity whether or not they are in schdaiis rate includes 55.2% who are not in schodl an
1% who combine work and school. In other words, 98%hildren aged 11-14 who work do not go to
school.

Table 15: Schooling and labour among children aged-14, before and after crisis.

Scenario SChovf/)(ln/rnko School/work school/wl;kr)k " SChc\)/\(/)(IJ/rrl](C School work
Children aged 7-10
Base Year (%) 33.4| 0.9| 42.9] 22.8| 34.3| 43.8
Variation relative to the base year in percentagjatp
Reference 2009 -0.125 -0.002 0.151 -0.024 -0.127 0.149
Reference 2010 -0.044 0.001 0.030 0.013 -0.043 0.031
Reference 2011 -0.011 0.001 -0.023 0.033 -0.010 -0.022
Crisis 2009 -0.586 -0.001 0.858 -0.271 -0.587 0.857
Crisis 2010 -0.752 0.000 1.112 -0.360 -0.752 1.113
Crisis 2011 -0.710 0.002 1.007 -0.299 -0.708 1.009
Children aged 11-14
Base Year (%) 324 1.0 55.2 115 33.4 56.2
Variation relative to the base year in percentagjatp
Reference 2009 -0.106 0.004 0.124 -0.022 -0.102 0.128
Reference 2010 -0.053 0.003 0.046 0.004 -0.050 0.048
Reference 2011 -0.018 0.001 -0.005 0.021 -0.016 -0.003
Crisis 2009 -0.505 0.014 0.679 -0.189 -0.491 0.693
Crisis 2010 -0.658 0.018 0.874 -0.235 -0.640 0.893
Crisis 2011 -0.618 0.018 0.799 -0.199 -0.600 0.817

Source Authors’ calculations using estimates from theVBC2003 and the results of the simulations

Overall, we see extremely low rates of participatio education and disturbingly high levels of
participation in labour, which would be even higifedomestic work were taken into account. However,
it should be emphasized that these rates are asdculsing data from the 2003 survey which serges a
the basis for our microeconomic analysis. As subby do not take into account the government’s
considerable effort to increase school participatetween the year of the survey (2003) and the bas
year (2008). The third MICS survey (sponsored bylCEF) from 2006 shows that the rate of attendance
in primary school increased to 46%. Even if thite i@ not perfectly comparable with that presenited
this study, we should certainly recognize the trehthcreasing school attendance since 2003. Howeve
this difference should not affect our simulatiorfstie variations in school and labour participation,
which are our main interest in the following sento

+ Reference scenario

According to our simulations, the changes betwd#92nd 2011, in the absence of a crisis, would@ hav
been characterized by an increase in labour gaation among children with respect to the base fgrar
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both age groups, with the exception of 2011, wheedaction in labour participation compared witk th
base year is simulated. These changes are faidyl,sal being less than 1 percentage point. Tegult

is in line with the change in monetary poverty. 3&adimensions are effectively linked since, as
presented in the methodological section, the chamgemand for education depends solely on changes
in households’ real consumption. The model doesawobunt for the impact of variations in public
expenditures on education or other socio-econorai@bles at the level of individuals/households or
communities.

» Effects of the crisis on school enrolment and lalgarticipation among children

The principal effect of the world crisis is to deapor exacerbate the negative trends observedein th
reference scenario with a reduction in school eneolt and an increase in child labour (table 15)s Th
result can be explained by the decline in real Bbakl income. It is nonetheless important to nbé t
the declines in school enrolment rate and the asae in labour participation rate are both less tre
percentage point with respect to the base year.

The principal difference between the two age graspbat the crisis leads to a slight increasénenraite

of those who both work and go to school in the 4lafje group. School-going children in this group
contribute to income creation in order to mitigte effects of the crisis. For both age groups,elow
school attendance is almost exclusively concerdtrateong children who neither work nor go to school.
It follows that the higher number of working chigdir comes primarily from those who were exclusively
in school rather than those who were inactive.

iv. The crisis and children’s access to health caervices

e |nitial situation

The initial situation for health care is that 67.784ble 16), or two in three sick children consdine
sort of health care service. Overall, 84.6% of aitasions by sick children are in public or privétealth
centres, as opposed to 15.4% with traditional meaénd others. The majority (55.0%) of these
consultations in authorized health centres areHieath and Social Promotion Centre (CSPS), whieh a
most widespread and geographically close to theulptipn. Consultations at private centres account
only for 11.6% of visits by sick children.

* Reference scenario

In the absence of the crisis, our simulations iaichat medical consultations between 2009 and 201
are expected to decline and also see substituigartls traditional healers, a result which is me lwith
the change in monetary poverty. These impactsrkeoler the simulation period.
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Table 16: Medical consultations among sick childremged 0-14, before and after crisis

Health services consulted
Medical ﬁggo;:ll
s , consultation cenrzre Private Trad/marabou
cenario among sick re iona{I doctor/pharmacy, CSPS healers,
children hogs ital private nurse, traditional
n private/NGO midwives, others
centre,
CMA/CM
Base year (%) 67.1 18.0 11.6 55.0 15.4
Variation in percentage points with respect tolihee year
Reference 2009 -0.217 -0.053 -0.057 -0.128 0.238
Reference 2010 -0.128 -0.046 -0.046 -0.073 0.165
Reference 2011 -0.077 -0.043 -0.039 -0.043 0.125
Crisis 2009 -1.001 -0.115 -0.152 -0.706 0.973
Crisis 2010 -1.221 -0.138 -0.199 -0.849 1.186
Crisis 2011 -1.009 -0.127 -0.182 -0.658 0.967

Source Authors’ calculations using estimates from theyB€C2003 and the results of the simulations

+ Effects of the crisis on children’s access to Headire services

The principal effect of the crisis is to aggravate exacerbate the trends observed in the reference
scenario. With the crisis, consultations with pablir private modern health care services by sick
children between the age of 0 and 14 are all fastettadecline over 2009 to 2011, while consultation
with traditional healers and marabous are forewasticrease. This situation peaks in 2010 and bk
slightly in 2011. The decline in real householdome due to the crisis reduces the capacity of
households to deal with the cost of health careices. Demand for modern health care services
declines, while less costly traditional practitiméealers and marabouts) are consulted moredngigu
According to our simulations, the overall consudtatrate decreases by 1.2 percentage points in.2010
The CSPS see the greatest reductions (by 0.85 magee points), followed by private clinics and
hospitals, while the use of traditional health gsrs increases by up to 1.2 percentage pointsif.20

4 POLICY RESPONSES TO THE ECONOMIC CRISIS

This study investigates the effects of the globaricial and economic crisis on child welfare irriBoa
Faso. It also highlights the implications of vasquolicy response strategies that the state may use

In the baseline and crisis scenarios describedegbog postulate fixed public expenditures due & th
short term nature of the analysis. Current pubkpeaditures and investment per capita are therefore
exogenous, which implies that growth in total anrexpenditures is equal to the rate of demographic
growth in Burkina Faso (3.1%). The state also fdaedsg tax revenues and foreign development aid,
which leads to a growing deficit. With the goalretiucing or eliminating the negative effects tloatdr
access to financing has on economic performancetl@gopulation’s welfare, the state can adopt a
number of strategies. These can be grouped intaymiccal and counter-cyclical strategies.

When the government is faced with a growing budigdicit, a reduction in expenditures (current or
investment) and/or an increase in taxes are nagessbalance the budget. This response is coreider
as pro-cyclical. Its effect on economic performarzsel poverty reduction are negative because it
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increases the economy’s vulnerability to exterack. A reduction in expenditures would affect poor
individuals and households more because they rele rheavily on public services. The impact of an
increase in taxes would depend on how they araeshpkith income taxes generally being progressive
and sales taxes generally being regressive. Gilranh dctually implementing pro-cyclical policies in
Burkina Faso is out of the question, our analysisnet consider this type of policy response.

In a period of crisis and when the financing coods allow it, the state should adopt a counteticglc
policy response in order to stimulate the econontys can involve an increase in public expenditures
and/or a reduction in taxes on external financifige effects of the policy response on economic grow
and poverty reduction are directly related to treture of the stimulus (investment expenditures,
consumption spending, income support, etc.). Owlyars tests the effects of five counter-cyclical
policies which target children in response to tben®mic crisis. Specifically, we analyze the impaica
food subsidy policy and a cash transfer to housktidhildren with either domestic or external finiaigc

First, in order to stimulate the debate on the ailenternational aid, we analyze the possibillatt the
state of Burkina Faso has access to additionatreadtéinancing equivalent to 1% of its 2008 GDP. We
investigate the impacts of using these externabure®s to finance a subsidy policy for foodstuffs
(Subv_alim_1%) and a policy of cash transfers targeting childféransf_1%). We distinguish two
sub-scenarios in the microeconomic analysis, orgetiag poof children aged 0-14Tgansf_1%a) the
other giving the transfer to all children aged (¥sansf_1%b). By distributing the budget of 1% of
GDP among the targeted children, the annual amaoiutiite transfer is 8,628 CFA per child for the tfirs
sub-scenario and 11,200 CFA per child in the secasé. The difference in the two numbers is due to
the fact that the total number of children agedi8-fess than the number of children who are utiker
age of 14 and are predicted as poor. The distimdbetween the two transfer approaches is simply
illustrative, so the simulations for the univerapproach are only shown for monetary poverty.

Burkina Faso’s 2009 priority action plan to courtte effects of the crisis included the goal ofuzimng
food security by subsidizingereal productsto the tune of 0.2% of GDP with external financing
(Subv_cér_.2%)

The effects of the economic crisis on Burkina Fasoe exacerbated by the floods of August-September
2009. In the emergency, the State sought to cénvecdst of damages and to relocate and feed thdsisan
of victims from the Centre and Mouhoun regions fégions most affected by the floods). We simudate
monetary transfer equivalent to 0.4% of GDP, ammede of the cost of the damages, for children
predicted as poor in the Centre and Mouhoun regieitiser financed externallyf(ansf_.4% _aide) or
domestically via an increase in import taxes on ennananufacturing product$ransf_.4% _taxe). The
annual amount of the transfer is equal to 15,908 @& child in each case.

For both cash transfer scenarios, we hold the gstsumthat the transfer is shared equitably (i.e.,
proportional to their caloric needs) with all memse the household even if the transfer only terge
children. As such, our results can be considerexhastermediary bound since the children couldefien
more from policies which specifically target them.

" The state of poverty among children was prediasidg estimates of the coefficients from the praxyans model described
in section 2.3.
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4.1 Macroeconomic effects

Response policies that are counter-cyclical in@eanomic activity (table 17) in all scenariosthwi
growth driven by higher income (for the transferergrios, we do not distinguish between the tadgete
and universal transfers at the macro level), oough lower consumption prices (for the subsidy
scenarios). The first and second simulations raaulbwer investment. The differences in growth are
proportional to the budget specified in the scergawiith external financing, although we find thiag t
transfers are somewhat more efficient than theidigss Since it doesn't involve external funds, the
scenario financed with an import tax is the leéist@ating for the economy.

Table 17: Difference in GDP growth by policy respose (%)

Subv_alim 1% Transf 1% Subv_cér .2% Transf_.4% ai@iransf .4% taxe
Food subsidy Cash transfer Cereals subsidyCaSh transfer in Cash tra}nsfer in2
two regions regions
Budget for policy
(% 2008 GDP) 1.0 1.0 0.2 0.4 0.4
Source of financing External External External EExe Import taxes
2009 0.29 0.30 0.02 0.12 0.04
2010 0.33 0.36 0.03 0.13 0.03
2011 0.31 0.35 0.03 0.13 0.02

Source Authors’ calculations

An influx of external aid is expected to stimula®onomic growth in the four scenarios via an ineeea
in consumption and, in the case of the transfeicigsl, in investment (due to an increase in private
savings). The impact is more or less in proportmmhe amount of external aid. Even when the policy
response is financed by import taxes, the transtarailate GDP. This growth results from an incesias
factor remuneration in nearly all of the scenarios.

The relative growth in imports strengthens commetind lowers domestic prices, including consumer
prices, in the first scenario. The decline in tlast variable is beneficial to producers due todowput
costs and improved remuneration for productiveoiact

Consumer prices are higher with the subsidy, #iseidevel of remuneration for factors, which deghy
provides a greater contribution to the populatiom&dfare than in the cash transfer scenario.

4.2  Analysis of the effects on children of crisiesponse policies

I. Monetary poverty among children

The results of the five options for policy respm)s@ terms of variation (in percentage points}ted
incidence of monetary poverty among children wébpect to the initial situation are given in tabse

The preceding sections have shown that the finhedisis leads to an increase in monetary poverty
among children for Burkina Faso as a whole overRZB011. Only one of the simulated policies totally
eliminates the negative effects of the crisis, wvenin line with the no-crisis reference scenaBaly).
This policy is the cash transfer to households wftitdren predicted as poor, with a total programdet
equal to 1% of GDP in 2008 and financed by extemdl (Transf_1%a) (table 18). The second best
option is the universal transfer distributed tohaduseholds with children aged 0 to 5 (Cf. Tran%tb)L
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Even though the amount of the transfer per childresater (11,200 CFA vs. 8,628 CFA), the overall
effect on monetary poverty among children aged D4tas somewhat lower due to the fact that many of
the children targeted by this policy are not adyupbor (about two-thirds). However, the impact on
children aged 0 to 5 would clearly be better irs thtenario. Moreover, implementation of the uniakers
policy would be easier due to Burkina Faso’s presestitutional weakness (in logistical and
administrative terms), as well as the fact that ¢bantry does not presently have a national transfe
policy in place to facilitate implementation of teenulated policy of targeted cash transfers. mept
words, a universal transfer policy (targeting atipalar age group) is a relatively less complexigol
variant to implement than the targeted transfer emdld be beneficially adopted, at least during a
transitional period.

A food subsidy policy (Subv_alim_1%) with a budgétl% of GDP and financed by external aid is less
effective at reducing monetary poverty among cbkitdrin general, it only mitigates half of the irese

in child poverty expected as a result of the criBigeed, this policy does not specifically targeéher
children or the poor and does not include self-oom#ion, which can constitute an important (and
sometimes primary) source of foodstuffs for therpoo

Cash transfers to families with poor children ie tBentre and Mouhoun regions lead to reductions in
monetary poverty similar to those brought abouth®yuniversal food subsidy regardless of the firanc
mechanism (Transf_.4% _aide and Transf_.4%_taxeg.ifipact on the incidence of monetary poverty
in the Centre and Mouhoun regions is much stroftgbete 19). Indeed, this annual individual transfer
15,900 CFA allows poverty reduction of as much &6 with respect to the base year in 2010 in
Mouhoun. Generally speaking, financing the prograrbyg external aid is somewhat preferable to an
internal tax.

Only one of the five policies does not bring anymvement with respect to the crisis situation.sTiki
the cereals food subsidy (with a budget equal 28000f 2008 GDP financed by external aid). This can
be explained by the small budget and, as for thefd8d subsidy, the fact that the subsidy does not
specifically target poor children.
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Table 18: Options for response policies to the ciis and monetary poverty among children aged 0O-
14

Year Incidence of poverty (P0) Difference with respect to the base
Scenario in % year
(in percentage points)
Base year 32.7
2009 33.3 0.6
Reference 2010 32.8 0.1
2011 32.4 -0.3
2009 36.5 3.8
Crisis 2010 37.3 4.6
2011 37.0 4.3
2009 35.0 2.3
Subv_alim_1% 2010 36.0 3.3
2011 35.0 2.3
2009 324 -0.3
Transf_1%a 2010 33.6 0.9
2011 32.6 -0.1
2009 32.9 0.2
Transf_1%b 2010 33.9 1.2
2011 33.0 0.3
2009 36.5 3.8
Subv_cér_.2% 2010 37.3 4.6
2011 37.0 4.3
2009 34.7 2.0
Transf _.4%_aide 2010 35.8 3.1
2011 35.4 2.7
2009 35.0 2.3
Transf_.4%_taxe 2010 35.9 3.2
2011 35.6 2.9

Source Authors’ calculations using estimates from theVBC2003 and the results of the simulations

Table 19: Options for policy responses to the crisiand monetary poverty among children aged O-
14 in the Centre and Mouhoun regions

Incidence of povertyP0) Difference with respect to the base year

Scenario Year in % (percentage points)
Centre Mouhoun Centre Mouhoun
Base year 19.7 37.5
2009 20.7 37.9 1.0 0.4
Reference 2010 204 38.C 0.7 0.5
2011 20.2 37.9 0.5 0.4
2009 21.3 40.3 1.6 2.8
Crisis 2010 21.9 41.3 2.2 3.8
2011 21.7 41.5 2.0 4.0
2009 18.1 31.C -1.6 -6.5
Transf _.4%_aide 2010 19.9 31.8 0.2 -5.7
2011 20.0 31.€ 0.3 -5.9
2009 18.8 31.0 -0.9 -6.5
Transf_.4%_taxe 2010 20.0 32.0 0.3 -5.5
2011 20.1 31.8 0.4 -5.7

Source Authors’ calculations using estimates from theVBC2003 and the results of the simulations
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il. Caloric poverty among children

Our analysis of the impact of the crisis predictldt it would lead to an increase in caloric poyert
across Burkina Faso over 2009-2011. The effectseofive response policies on the incidence ofroalo
poverty among children with respect to the inigigiation are shown in table 20.

We find that all the scenarios not only lead toeimination of the increase of caloric poverty, leuen

to reductions with respect to the base year. Thedctions are substantial in some cases. Alst, tvé
same budget of 1% of GDP financed by external @idash transfer policy targeting poor children is
more effective than the food subsidy. The firstues the incidence of poverty by 1.5 to 1.8 pewsmggant
point with respect to the base year over 2009 id 20

Table 20: Options for policy responses to the crisiand caloric poverty among children

Year Incidence of | Difference with

Scenario caloric respect to th_e b_ase
poverty (PO) | year (variation in
in % percentage points)

Base year 64.9

2009 64.9 0.0
Reference 2010 65.5 0.6

2011 65.8 0.9

2009 65.1 0.2
Crisis 2010 65.0 0.1

2011 65.4 0.5
Alternative policy responses to the crisis

2009 64.2 -0.7
Subv_alim 1% 2010 64.2 -0.7

2011 64.7 -0.2

2009 63.1 -1.8
Transf 1%a 2010 63.1 -1.8

2011 63.4 -1.5

2009 64.2 -0.7
Subv_cér .2% 2010 64.3 -0.6

2011 64.7 -0.2

2009 63.8 -1.1
Transf .4% aide 2010 63.9 -1.0

2011 64.4 -0.5

2009 63.9 -1.0
Transf .4% taxe 2010 63.8 -1.1

2011 64.3 -0.6

Source Authors’ calculations using estimates from theVBC2003 and the results of the simulations

The cereals subsidy policy has a similar impactht food subsidy with only one fifth of the budget.
Indeed, cereals are the primary source of caloggsecially for poor children.

The two final transfer policies, which are regidpalpecific, reduce caloric poverty regardlessradiit
source of financing. These reductions are as hsgh.H¥%6 at the national level. The effects are dtamma
in both target regions, especially in Mouhoun whiée caloric poverty rate would decline by about 10
percentage points in 2010.

iii. Education and child labour

The expected dynamics of education and child laliuhe no-crisis scenario are a small decline in
school attendance between 2009 and 2011 with regpéte base year and an increase in child lalour
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2009 and 2010, although this pulls back suffickeml 2011 to sit at a lower level than in the bgear
(table 21). The main expected effect of the finahciisis is to aggravate this trend for childrgec 7 to
14 via a larger reduction in school enrolment radesl an increase in the proportion of children
participating in economic activities.

Again, the cash transfer is the most effectivehaf tesponse policies analyzed in the study. However
even with a budget of 1% of GDP allocated to thegfer policy, the negative effects of the crisesrzot
entirely eliminated; the school enrolment ratd siiclines and participation in labour increaseatinge

to the reference scenario. The gains that thicpdirings in terms of school enrolment with resgect
the reference scenario are entirely among childvea go to school and do not work. The decline in
schooling ranges from 0.6-0.7 percentage pointhercrisis scenario (depending on which age greup i
being considered) and the policy holds this figdogn to about 0.2 percentage points. This polisy al
reduces the increase in child labour from 0.8-Icgretage point to about 0.25 percentage points and
benefits children regardless of whether or not they in school. Generally speaking, the effects are
smaller for children aged 11 to 14, although tleadris similar.

The two other transfer policies (which target speaiegions) and the food subsidy policy all have a
fairly similar and modest ability to counter thdeets of the crisis. It is important to emphasizattthe
two transfer policies, costing 40% of the budgethaf food subsidy, have much more beneficial effect
in the targeted regions (Centre and Mouhoun). RKintdie cereals food subsidy actually exacerbdtes t
impacts of the crisis. This possibly surprisingutesan be explained by its negligible effect omalre
household income in conjunction with appreciatidnthee real exchange rate caused by the entry of
external aid.

Policies which provide education in order to redob&ious structural rigidities (particularly in tain
regions) have not been investigated in this stbdythis would be an interesting area to study.
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Table 21: Options for policy responses to the crisj education and child labour

School/no School/ | No school/| No school/ng School Work

Scenario Year work work work work
Children aged 7-10
Base year (%) | | 33.4 0.9 429 22.9 34.3 43.8
Variation in percentage points with respect to ltase year
2009 -0.125 -0.002 0.151 -0.024 -0.127 0.149
Reference 2010 -0.044 0.001 0.03d 0.013 -0.043 0.031
2011 -0.011 0.001 -0.023 0.039 -0.01d -0.022
2009 -0.586 -0.001 0.858 -0.271 -0.587 0.857
Crisis 2010 -0.757 0.000 1.112 -0.360 -0.752 1.113
2011 -0.710 0.002 1.007 -0.299 -0.708 1.009
2009 -0.40d 0.001 0.579 -0.18¢ -0.399 0.580
Subv_alim_1% 2010 -0.584 0.001 0.854 -0.271 -0.583 0.855
2011 -0.460 0.002 0.651 -0.193 -0.458 0.653
2009 -0.141 0.002 0.210 -0.071 -0.139 0.212
Transf_1%a 2010 -0.307 0.002 0.438 -0.1394 -0.300 0.440
2011 -0.184 0.003 0.245 -0.064 -0.181 0.248
2009 -0.599 -0.001 0.887 -0.286 -0.60d 0.885
Subv_cér_.2% 2010 -0.767 -0.00¢ 1.128 -0.366 -0.763 1.128
2011 -0.719 0.001 1.021 -0.304 -0.718 1.023
2009 -0.399 -0.003 0.615 -0.213 -0.402 0.612
Transf_.4%_aide 2010 -0.556 -0.00d 0.841 -0.285 -0.556 0.841
2011 -0.529 0.000 0.765 -0.237 -0.529 0.765
2009 -0.419 -0.00¢ 0.647 -0.227 -0.420 0.647
Transf_.4%_taxe 2010 -0.585 -0.001 0.891 -0.305 -0.586 0.891
2011 -0.546 0.000 0.792 -0.246 -0.546 0.792
Children aged 11-14

Base year (%) | | 32.4 1.0 55.2 11.5 33.4 56.2
Variation in percentage points with respect to lase year
2009 -0.106 0.004 0.124 -0.027 -0.102 0.128
Reference 2010 -0.053 0.003 0.0446 0.004 -0.05(0 0.048
2011 -0.018 0.001 -0.005 0.021 -0.016 -0.003
2009 -0.505 0.014 0.679 -0.18¢9 -0.491 0.693
Crisis 2010 -0.659 0.018 0.874 -0.235 -0.640 0.893
2011 -0.618 0.018 0.799 -0.199 -0.600 0.817
2009 -0.350 0.010 0.466 -0.126 -0.34d 0.476
Subv_alim_1% 2010 -0.525 0.014 0.690 -0.18¢ -0.511 0.705
2011 -0.426 0.012 0.540 -0.126 -0.414 0.552
2009 -0.166 0.003 0.207 -0.044 -0.163 0.210
Transf_1%a 2010 -0.319 0.008 0.400 -0.08¢9 -0.311 0.408
2011 -0.225 0.006 0.255 -0.037 -0.219 0.261
2009 -0.515 0.014 0.698 -0.197 -0.501 0.712
Subv_cér_.2% 2010 -0.665 0.018 0.885 -0.239 -0.647 0.904
2011 -0.625 0.018 0.809 -0.207 -0.607 0.827
2009 -0.358 0.009 0.490 -0.147 -0.349 0.500
Transf_.4%_aide 2010 -0.514 0.013 0.689 -0.189 -0.500 0.702
2011 -0.479 0.013 0.625 -0.159 -0.466 0.638
2009 -0.382 0.009 0.526 -0.153 -0.372 0.535
Transf_.4%_taxe 2010 -0.532 0.014 0.717 -0.199 -0.518 0.731
2011 -0.493 0.014 0.645 -0.165 -0.480 0.658

Source Authors’ calculations using estimates from theVBC2003 and the results of the simulations
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iv. Children’s access to health care services

In the absence of a crisis, a small reduction & rtiedical consultation rate among sick children and
substitution towards traditional healers was exgaturing 2009-2011. These trends are expected to
worsen with the crisis.

With the exception of the food subsidy, all theipek attenuate these effects without re-estaloligsthe
trends expected in the absence of the crisis. Aglaegnmost effective policy is the cash transfegeted
to poor children (Transf_1%a). It reduces the iase=in consultations with traditional healers dmal t
corresponding decrease in consultations with moservices by more than half (table 22).

Table 22: Options for policy responses to the crisiand children’s access to health care services
Health service consulted
i ;ergg;t;ﬁlgi National hospital Private Traditional
Options Year among sick | centre, regional | doctor/pharm., | CSPS mg?;;irét/
children hospital centre, priyate nurse, midwives
CMA/CM private/NGO Others '
Base year (%) 67.1 18.0 11.6 55.0 15.4
Variation in percentage points with respect to izse year
2009 -0.217 -0.053 -0.057| -0.128 0.238
Reference 2010 -0.128 -0.046 -0.046| -0.073 0.165
2011 -0.077 -0.043 -0.039| -0.043 0.125
2009 -1.001 -0.115 -0.152| -0.706 0.973
Crisis 2010 -1.221 -0.138 -0.199| -0.849 1.186
2011 -1.004 -0.127 -0.182| -0.658 0.967
2009 -0.579 -0.087 -0.109| -0.411 0.607
Subv_alim_1% | 2010 -0.845 -0.111 -0.157| -0.578 0.846
2011 -0.650 -0.096 -0.122| -0.429 0.646
2009 -0.345 -0.062 -0.073| -0.284 0.419
Transf_1%a 2010 -0.594 -0.084 -0.114| -0.430 0.627
2011 -0.391 -0.070 -0.084| -0.290 0.444
2009 -1.018 -0.117 -0.156| -0.721 0.994
Subv_cér_.2% | 2010 -1.233 -0.139 -0.202| -0.859 1.199
2011 -1.029 -0.128 -0.186| -0.674 0.988
2009 -0.715 -0.084 -0.098| -0.510 0.693
Transf_.4%_aide | 2010 -0.984 -0.111 -0.149| -0.734 0.994
2011 -0.754 -0.099 -0.131| -0.533 0.763
2009 -0.791 -0.091 -0.106| -0.608 0.805
Transf_.4%_taxe | 2010 -1.007 -0.113 -0.153| -0.749 1.014
2011 -0.794 -0.102 -0.136| -0.556 0.794

Source Authors’ calculations using estimates from theVBC2003 and the results of the simulations

With the same budget and also financed with exteaith the food subsidy has about half the effect.
With a 2.5 times smaller budget, the cash trandf@rgeting the Centre and Mouhoun regions have
smaller but non negligible effects, particularly emhfinanced by external aid. Finally, the cereals
subsidy, with a budget of only 0.2% of GDP, hasadimo effect on children’s access to health care
services and could even make things worse (thraagtfects on the exchange rate).
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5 CONCLUSIONS

The present study evaluates the potential effddiseoeconomic crisis on monetary and caloric pyer
education, labour and access to health care seraiceng Burkinabe children aged 0 to 14 and then
analyzes a number of social policy options to ceutitese effects.

The economic crisis leads to an increase in the@mce of monetary and caloric poverty among chiidr
aged 0 to 14 in Burkina Faso over 2009 to 2011 0Adiag to our simulations, monetary poverty reaches
its highest point in 2010 to sit 4.7 percentagentsohigher than in the initial situation. Childriéving in
rural areas are the most affected, with a 5.1%eas®. The crisis affects each region differentig: $ud
Ouest, Sahel and Centre Nord/Plateau Central regiomthe most affected, with increases as high@as
percentage points, while the increases in the €amtd Est regions are at most 2.5 percentage points

Caloric poverty is not as significantly affected the crisis, with the highest increase being only 0
percentage points. This result can be explainedhieyexpected reduction in the relative prices of
foodstuffs which compensates for the decline inome. Indeed, foodstuffs are less affected by a
depreciating real exchange rate than non food tsduhich are more traded.

The dynamics of education and child labour for 7L4oyear old children is characterized by a greater
reduction in school enrolment rates of about O./¢tg@age points and a 1 percentage point increase i
the proportion of children participating in econonactivities. The structure of demand for health
services by sick children is expected to chang#) wil percentage point decline in the consultatde
and an increase in consultation with traditionallbes and lower use of modern health care services.

Among the different response policies analyzedhis study, the most effective at countering the
negative effects of the crisis and/or restoring tleads that would have been seen in the absenae of
crisis is the cash transfer to poor children aged @4. With a total budget of 1% of 2008 GDP, the
annual transfer is estimated at 8,628 CFA per almsidg 2003 demographic data. This policy response
returns the trend for monetary poverty to pre-srisvel, lowers the trend for caloric poverty asariore
effective at mitigating the negative effects of ttresis on school attendance, child labour and sick
children’s access to modern health care services.

The alternative of a universal transfer to childeged O to 5 — the most vulnerable age group — tivih
same budget gives similar results. This policy wloog easier to implement for institutional (logsti
and administrative) reasons, given that BurkinaoFdses not actually have a transfer policy at the
national level.

With the same budget of 1% of GDP, a food subsidjcy is much less effective at improving the
various dimensions of child welfare that are a#écby the crisis. This can be explained by the poor
capacity of this policy to target children, partanly its limited ability to target the poor. Givehat the
non-poor and adults consume more than the podrilniren (especially when looking at items which are
sold on markets and are thus subject to indiregtian), these groups benefit most from this polisy
variant analyzed in this study is the subsidy wtoaly targets cereals, an important source of czdpr
particularly among the poor. With a budget of 0.2%GDP, this policy appears to be much more
efficient than the food subsidy in terms of redgctaloric poverty.
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Finally, we analyzed a regional policy of a tramdf@geting poor children living in the Centre and
Mouhoun regions which were hit by the August-Sefiten2009 floods. Two scenarios are envisioned
according to whether or not this intervention isaficed by external aid, as with the preceding f&sljc

or by a tax on imports of modern manufactured gowdish a budget equal to 0.4% of GDP in 2008, a
monetary transfer (15,900 CFA per child per yearpdor children in these two regions leads to large
reductions in monetary and caloric poverty regaslief how it is financed. This policy would leadao
6.5 percentage point reduction in poverty in Mouthwith respect to the pre-crisis situation.
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ANNEX

Table 2: Targeting performance (in %)
Source Calculated by the authors using estimates frarptioxy-means (Annex Table 1)

Predicted status
Non-poor Poor
Real status
NATIONAL
Non-poor 58.4 41.6
Poor 24.0 76.0
URBAN
Non-poor 75.3 24.7
Poor 20.2 79.8
RURAL
Non-poor 54.5 45.5
Poor 24.2 75.8
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Table 1: Results of the "proxy-means" regression tadentify poor individuals

Urban Rural
Region
Hauts Bassins 0.000 0.000
Mouhoun 0.029** -0.136 ***
Sahel -0.010** 0.028 ***
Est 0.281*** -0.103 ***
Sud Ouest -0.075* 0.050 ***
Centre Nord 0.123** 0.009 *
Centre Ouest 0.208* 0.047 ***
Plateau central 0.000 -0.218***
Nord 0.043** -0.263 ***
Centre Est 0.008** -0.189 ***
Centre 0.036** -0.341 ***
Cascades -0.08%* -0.090 ***
Centre Sud 0.000 -0.360%**
hh_age supl4 -0.063*** -0.032***
hh_age_infl5 -0.053*** -0.035***
Subdivided [ otie) 0.057*** 0.000
Toilet 0.375%** 1.121 ***
Floor 0.197*** 0.210 ***
Walll 0.209*** 0.085 ***
Roof 0.018*** 0.021 ***
Electricity 0.298*** 0.056 ***
Water 0.247** 0.311 ***
n_rooms 0.404** 0.278 ***
Car 0.354*** 0.13g#***
Motorcycle 0.299*** 0.295***
Distance 0.045** 0.044 ***
Constant 11.133* 11.453 ***
"cut-off point” 11.322 11.322

Source Authors’ calculations using estimates from theyBC 2003

Notes

« Dependent variable: Logarithm of food expenditypes adult equivalent) divided by a deflator oficewl prices

«  Econometric model: regression by quintile fixed4tl for urban areas and 0.30 for rural areas

«  Significant coefficient at 1% (***), 5% (**) and 16 (*)

. Pseudo R0.35for “urban”; 0.10 for “rural”

*  The “cut-off” point is expressed as a logarithm andesponds to 82,672 CFA, the official povertglin 2003

« To identify poor individuals, multiply the varialsidor each household by their respective coeffisielf the total is less than 11.322
the household is considered as poor, and is oteerwdnsidered as non-poor.

Key:

Region= binary variable for each region, from “Haut BasSi(the reference region) to “Centre Sud”

hh_age_supl# number of household members aged 15 and over

hh_age_inf15 number of household members aged 14 and under

lotie =binary variable equal to 1 if the household lires subdivided residence zone; 0 otherwise

toilet = binary variable equal to 1 if the household aasivate flush toilet; 0 otherwise

floor = binary variable equal to 1 if the household liirea house with a cement or tile floors; O otheewi

wall = binary variable equal to 1 if the householddise a house with cement or brick walls; O otheewis

roof = binary variable equal to 1 if the householddiue a house with a cement or sheet metal; 0 otkerw

Electricity = binary variable equal to 1 if the householddiwe a house with electricity; 0 otherwise

Water= binary variable equal to 1 if the household gkisking water from own or shared tap; 0 otherwise

n_rooms= number of rooms per household member

car = binary variable equal to 1 if the housheold hasr; 0 otherwise

motorcycle= binary variable equal to 1 if the household hasotorcycle; 0 otherwise

distance= binary variable equal to 1 if the householddivié& minutes or less from public transportationftterwise
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