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Abstract

This study aims to analyse the impact of the COVID-19 shocks on household welfare, as well as
the effectiveness of the governmental programs implemented to reduce the impact on welfare in
Ghana. We adopt a microsimulation approach to assess the effects of COVID- on household wellbeing.
The results indicate that consumption has fallenelt by 34.2% for the period of March/June 2020. In the
same period, the proportion of poor and the Gini-inequality have increased by 9.1 percent and 0.045
respectively. The hardest-hit sectors were agriculture, forestry and fishing; trade and repairs;
manufacturing; education; and other services. The three policies simulated reduce poverty marginally
but are unable to offset the rise in poverty that occurred in between March and June. It is also estimated
that the cost of the three policies is GHS 3.5 billion excluding administrative costs.
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Infroduction

The COVID-19 pandemic has affected almost every sector of every
economy, from GDP through to poverty and unemployment (Arezki et al., 2020;
OECD, 2020a; World Bank, 2020a; Maliszewska, Mattoo and van der Mensbrugghe,
2020). For instance, World Bank (2020a, b) report that, given the current pandemic,
global GDP is expected to decline by about 2% (1.8% in industralised countries and
2.5% in developing countries). The poverty level as based on the US$1.90 poverty
line is expected to increase from 8.2% in 2019 to 8.6% by the end of 2020, with
developing countries being the hardest hit. UNECA (2020) also reports a
devastating impact of the COVID-19 outbreak on the socio-economy of Southern

African countries, with adverse effects on domestic and international frade.

The effect of the pandemic at- household level has also not been uniform.
World Bank (2020a) reports that the extent of damage to a household is dependent
on some demographic and socio-economic characteristics, which are household
specific. While this is the case, Atuguba (2020) further reports that given
demographic and socio-economic characteristics, poor and vulnerable groups in

society are likely to be more affected by the pandemic than rich households.

The importance of providing evidence and effective solutions for governments
to use to address the welfare of households cannot be overemphasised (Abdelkhalek
et al., 2020). The absence of evidence may lead to more costly and ineffective policies
in addressing the impact of the pandemic on household welfare. It is also important to
provide timely support for vulnerable groups in the country including children, the
aged, the physically challenged and other vulnerable members of the society (see
also, Abdelkhalek et al., 2020). The provision of evidence can go a long way to mitigate
the impact of the pandemic on households in the country (Abdelkhalek et al., 2020).
Decisive and timely policies should aim fo limit and potentially to prevent the gap in
incomes between the richest and the poorest segments of the population in Ghana

from widening any further.

The study aims to analyse (a) the impact of the COVID-19 shocks on household
welfare and; (b) the effectiveness of the governmental programs implemented to

reduce the impact on welfare in Ghana. We focus on interventions implemented in
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the education sector, households, and utilities sector.

As reported by the Ghana Statistical Services, households suffered welfare losses
due to lost income because of layoffs and job losses. The Ghana Statistics Service
estimates that 77.4% of households in Ghana suffered losses in incomes due to the
COVID-19 lockdown restrictions. A similar percentage of households experienced
difficulties in purchasing food due to the rise in food prices (GSS)!'. Therefore, the
incomes losses by households will make it difficult for households to afford their usual
basket of goods. This implies it will be difficult to pay for their food, utilities, education,
health, and other needs of members of the household. In this study, we propose to
simulate the following policies with the aim to reduce the impact of the pandemic on

the households, education, and utility sectors.

1. Assess the impact of government absorption of 50% fees of public university
students.

2. Assess the impact of the free electricity provided to lifeline consumers and
free water for all households.

3. Assess the impact of the programme providing “COVID-19 loans to the

creative arts industry.

We contribute to the literature by providing an assessment of the COVID-19
pandemic in Ghana and policy options to mitigate the impact of the pandemic.
Additionally, we quantify the impact of the pandemic on poverty and inequality. By
the end of the project, we also contribute by (a) simulating the impact of three policy
options to determine the impact of the pandemic on the population of Ghana and (b)
compare and determine which policy options are efficient and cost effective for the

government to implement in mitigating the effects of the COVID-19 pandemic.

In next sections, we briefly review the literature, provide a conceptual framework
and methodological approach for our microsimulation, present preliminary results and

conclude the report.

! https://statsghana.gov.gh/gsspublications.php?category=MjE5MDQ4Nzg5MS4yNDk1/webstats/p289p3ssro#
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Literature review

In the early stages of the pandemic, containment (minimisation of the risk of
tfransmission, e.g., testing and tfracing) and mitigation (social distancing, lockdowns,
etc.) strategies were the main keys in reducing the fransmission of the virus. The
evidence presented so far suggests that the lockdown measures increased poverty for

most countries.

Abdelkhalek et al. (2020) show that a 2-month lockdown measure could directly
lead to anincrease in poverty (4.5 percentage pointsin Tunisia and 6 percentage points
in Morocco) and inequality in the short-run. A key feature of the mitigation measures in
Morocco and Tunisia was that it favoured the richer households compared to the

poorest ones (Abdelkhalek et al., 2020).

Lustig et al. (2020) using microsimulation also show that for Argentina, Brazil,
Colombia and Mexico the lockdown imposed had severe effects on poverty. An
expansion of social programmes in response to the COVID-19 pandemic could
significantly reduce the impact of the pandemic in Brazil and Argentina (Lustig et al.,
2020).

Sumner, Hoy, and Ortiz-Juarez (2020) using a microsimulation suggest that the
number of poor people globally could rise by 420 -- 580 million. The rise in the number of
poor people will affect the ability of countries in achieving the sustainable development

goal of no poverty (Sumner et al., 2020).

Transmission mechanism of the pandemic, impact and interventions

The economic and social effects of the pandemic are not short-term but likely to
extend into the future (World Bank, 2020q). It is becoming increasingly important for the
adoption of a wider range of policies fo mitigate the costs of the pandemic—which has
affected income groups in varied ways (World Bank, 2020a). The disruption caused by
COVID-19 to several economies includes a decline in export revenues, remittances,
foreign direct investment, and tourism (Gentilini et al., 2020; OECD, 2020).



According to World Bank (2020a) the impact on households includes:

1. adirect effect of lost earnings;

2. an indirect effect to earnings and employment due to faling demand and
disruptions to production and supply;

3. a decline in both international and domestic remittances due to the global
nature of the pandemic;

4. price gouging due to inadequate supply of household necessities and basic
goods;

5. potential increase in costs of healthcare;

6. disruption to schooling and school-related programmes such as the school
feeding programmes, among others;

7. potential effect of the focus on COVID-19 reducing the needed care for

other medical emergencies.

The World Bank (2020aq) further suggests that short-term policy interventions could
include (a) expansion or increase of social safety programmes, for example expanding
the current livelihood for economic empowerment against poverty programme in
Ghana; (b) temporary subsidisation of utility bills; (c) waivers of fees on remittances; (d)

reduction or cancellation of specific taxes.

Other stringent measures instituted by various governments globally
included: social distancing, travel restrictions and border closures, avoiding large
gatherings, restrictions on mass events, closing schools and universities, churches,
mosques, restaurants, shops, theatres, and libraries which have invariably had a toll
on the global economy. As reported by OECD (2020b) although these policies are
aimed at reducing the negative health impacts of the COVID-19, the effects on the
socio-economic lives due to the restrictions on movement, trade and business

activities cannot be ignored (Abdelkhalek et al., 2020).

The impact of the COVID-19 restrictions has not been the same for all gender
and age groups (IMF, 2020; UNO, 2020; WTO, 2020 and UNECA, 2020). The IMF (2020)
reports a disproportionate impact of the stay-at-home command between men
and women in Spain, Italy and Portugal. As alluded by IMF (2020), the stay-at-home
command, which coincided with the closure of schools, had a greater impact on

women than men since more women are employed in the education sector as well
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as provide care service for children. Similar findings are reported by UNO (2020) who
found that of the close to 300 million people globally who lost their jolbbs and thus

their livelihoods, women and children were the most affected.

WTO (2020) also supports this disproportionate impact of the lockdown
measures between men and women by reporting that the unemployment rate for
women rises faster than that for men during the period of the lockdown. The closure
of schools and care centres because of the lockdown further increased the
negative impact on women. This is because, several women had to take up lesser
responsibilities, reduce hours of work or change jobs to make sufficient time for
household production (WTO 2020). UNECA (2020) suggests that women and young
people more than men are more likely to lose their jobs with the lockdown. This is
because they (women and youth) usually occupy lower ranks, in most cases are
temporarily employed or part-time workers, making them more vulnerable to job
loss during the lockdown. Abdelkhalek et al. (2020) obtain similar findings for Tunisia

and Morocco.

Several studies have also found that the effect of the lockdown varies based
on age. For instance, the IMF (2020) report finds that the stay-at-home command in
Italy, Spain and Portugal had larger significant negative impact on the population
between the ages of 25 and 44, than it had on those between the ages of 45 and
64. It also reports a weak impact on those aged 65 and above. The variation in the
age-based impact was attributed to the fact that younger people depend on
current income for their consumption, and as such the stay-at-home command
meant no work and hence no income. The older generation, however, depends on
retrement income, which is not affected by the stay-at-home command. While
examining the impact of the mitigating measures on household welfare in Morocco
and Tunisia, Abdelkhalek, et al. (2020) found the negative impact of the lockdown
to be larger and more significant among children and youth than on men and

adults.

Other researchers have also found that the impact of the lockdown varies
based on the sector of operation. In this regard, UNO (2020) and Abdelkhalek et al.
(2020) report that SMEs, informal jobs, tourism and hospitality sectors were the most

affected. WTO (2020) also finds that in addition to informal jobs, jobs that require



face-to-face interaction, retail, education and care service jobs are the most
affected by the lockdown measures. UNECA (2020) reports that the lockdown has
had a significant negative impact on transport and tourism (which are a key
contributor to GDP) in most Southern African countries. It also reports a significant
negative impact on education and care services, which are very crucial sectors in

the economies in the region.

As reported by UNECA (2020), the outbreak of the pandemic and the
lockdown will also increase inequality in Southern Africa. Further, the report suggests
that given that women are caregivers in the household, the covid-19 and the
lockdown will result in women who are caregivers, in most cases work in the informal
sector, and occupy temporary positions in the labour market to lose their jobs. It
further increases the gender inequality that is already high in the region. While the
issue of inequality has been discussed from the gendered perspective, the
lockdown also had a significant negative impact on child poverty. Several countries
have interventions and programs to enhance school attendance and enrolment.
In Ghana, forinstance, there is the school feeding program that ensures that school
children receive at least one hot meal a day while in school. The lockdown and
associated closure of schools mean that the children lose the nutritious meals being
served them in school (UNECA, 2020). With no meals, the children are unable to
effectively learn, become less productive and thereby contributing to the vicious

cycle of poverty, while expanding inequality in the southern African region.

In Ghana, the Ghana Statistics Service (GSS) estimates that approximately
115,000 businesses either closed temporarily or permanently. The GSS also estimates
that sales of the business fell between 26% and 36% year-on-year in March and April.
The reduction in sales and shortages of inputs affected the operations of most
businesses and especially for the micro, small and medium enterprises (MSMEs) in
the formal and informal sectors that are credit-constrained. It has limited their ability
to meet their obligations to their workers and increase production and sales. Among
the businesses, the hotels and restaurants sector (more generally the tourism sector)

has been severely affected by the closures and restrictions.

Economic recovery packages have also been established by mulfilateral

institutions, which are available to all African countries. These recovery packages



include, but are not limited to debt relief, emergency response and loans, which
are parficularly crucial to developing countries (including African countries, see,

Table 1 in the appendix).

COVID-19 restrictions and measures implemented by Ghana

Ghana, like most nations, has instituted various containment measures and
interventions to stop the spread of COVID-19, save lives and livelihoods, and ensure
economic recovery amid the COVID-19 pandemic. As Ghana registered its first two
confirmed cases on the March 12, 2020, the various containment measures put in
place by the Government of Ghana, as announced by the President in his first
National Address included; social distancing measures and travel restrictions, the
compulsory wearing of nose masks, enhanced testing, contact tracing and further
testing, suspension of all public gatherings, which resulted in the closure of all
schools and universities and the mandatory quarantine (for at least 14 days) for all
people arriving via air on the night of the closure of all borders. Beyond the four-
week period of partial lockdown of the Greater Accra and Ashanti regions and
Kasoa Township, the government started a gradual easing of the restrictions. In this
regard, public gatherings were allowed, but for a maximum of 25 people, which

wass further eased to allow for 100 people.

While these measures were essential to reduce the spread of the virus, their
effects on livelihoods and the economy cannot be underestimated. Given that the
majority of the working population are within the informal sector, the economic
implications of the lockdown measures on this facet of the population remained a
major challenge forcing the government to lift the lockdown restrictions even when
the number of affected cases was increasing. The easing of the lockdown measures
by Ghana and other African governments, irrespective of the surge in affected
cases at the time, were a common phenomenon as people were more likely to die
out of hunger compared to the virus itself. Thus, the large informal sector, which is
very significant in several African countries, accompanied by the many daily wage
earners with less or no savings made it very difficult for governments on the
continent to enforce a total lockdown of the country. This is because, for the many

daily wage earners, a total lockdown implies no work and hence no income, no

7



access to food and other household necessities. More importantly, this informal
sector often consists of small and informal businesses, which are a source of
sustenance and livelihoods for many, particularly, the poor (UNCTAD, 2020). In lieu
of this, the Government of Ghana instituted the provision of free water supply for
the household and commercial use, cooked and uncooked food and tax holidays
among other economic recovery measures to lessen the impact of the lockdown
on the citizens (Ozili, 2020).

Gentilini et al. (2020), summairise the social assistance interventions for Ghana to
include, (a) food vouchers to about 400,000 people in lockdown areas of Greater
Accra, Kasoa and Ashanti Region; (b) school feeding for students allowed to return for
the final exams at high school and junior high school; (c) removal of mobile money
transfer fees; (d) payment of water and electricity bills for consumers (e) tax waiver for
health workers (f) SSNIT provided GHS 500,000 for COVID-19 relief efforts.



lll. Conceptual Framework and Methodology

It is expected that COVID-19 will generate various sets of shocks. For
instance, a reduction in labour supply, an increase in prices and a decrease
in remittances may occur as discussed in the literature review. The onset of

the shocks, their duration and impact can affect households in different ways.

Our microsimulation will attempt to synthesise the overall impact and

to quantity the effects attributable to the channels as shown in Figure 1.

Figure 1: The short-term impact of COVID-19 on welfare and its channels
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Source: Gentilini et al. (2020, 3), Fig. 1.



Data and measurement of key variables

Data for our analysis is obtained from the Ghana Living Standards Survey
round 7 (GLSS7). The GLSS7 is a nationally representative sample of
respondents living within Ghana at the time of the survey. The survey was

administered in 2017.

We update expenditure values using the January 2017 and March 2020
CPI values obtained from the Ghana Statistics Service (GSS)2. We update
sampling weights based on GSS population projections (the population total
from 27.9 million in 2017 to 30.9 million in 2020) .

We augment our data with data on households and businesses based
on the GSS COVID-19 rapid surveys: (a) COVID-19 Rapid Surveys Business
Tracker report and (b) COVID-19 Rapid Surveys Households and Jobs Tracker.
The information from the GSS reports on the COVID-19 rapid surveys are useful
in choosing appropriate price increases for products and to project job losses
suffered by households. The Business Tracker Report is based on a sample of
4,311 (wave 1, interviews conducted between May 26, 2- June 17, 2020) and
3658 (wave 2, interviews conducted between August 15 — September 10,
2020) non-household and household businesses. The Household and Jolbs
Tracker had two modules (a) a module on aggregate household effects and
(b) a module on changes within the household focussing on children. The
sample size varied across the modules with module A having the larger
sample of 3,265 and module B having 2,063. The sample is nationally

representative and was collected in the month of June (2020).

Our key variables used in the analysis are household’s estimate of food,
non-food expenditure, total household expenditure, adult equivalent
expenditure (welfare) and total household income. These variables allow us
to trace the effects of prices to household welfare and incomes based on our

methodology described below.

2 Since there was a revision of the basket and base year of the CPI series, we use January 2017 and July 2019
which are based on the old series with August 2019 and March 2020 which are based on the new series to
obtain the appropriate factor to increase the expenditure and poverty line values. We also use estimated
population growth figures from the GSS to update the sample weights.
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Finally, the GLSS7 does not collect information on incomes of household
members (only a small proportion of incomes—Iess than 21% of workers are
reported). Given that national income conventions suggest an equivalence
between income and expenditure, we predict incomes by sector based on
a regression with total expenditure on a set of demographic and household
variables (includes age, region dummies, religion, sex, father's education,
father's occupation, marital status, own education, urban dummy, and
occupation of the individual) for single member households. We use a pseudo
maximum likelihood Poisson estimator to ensure that our estimated incomes
are positive. The coefficients from the regression are then used to predict
household income. The average total household expenditure was GHS
18,779.88, while the estimated average household income is GHS 19,422.05.

Methodology

Formally, we assume that the impact of the COVID19 shocks on welfare is
approximated by aggregating the effects of the main impact channels. If we denote

the welfare of household h at fime t, by wy,,, the change in welfare due to the

COVID19 shocks is:

]
Awh.fm = Z fj(AF}',fm)
=

where Awy, . denotfes the change in the welfare of household h between period
to (pre-COVID10) and t, (after COVID19). AF;, , is the change in factorj between
to and t; and f;(.) is the function linking the factor j fo the welfare. We will use per capita

expenditures as the proxy for welfare. The factors that are expected to affect welfare
are remittances, labour incomes (distinguished by economic sectors/by sources/etc.),

and public transfers, in addition to consumer food prices.

To estimate the welfare impact of the (consumer) price variation, we use the first-order

Taylor series approximation, namely:

Cgood_prices,h =Awy = _egood,hApfood

Where egq0q,n represents the expenditure of household h on the good of inferest.
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The decrease in labour incomes due to the COVID-19 shock depends on
e How vulnerable the sector or job performed is (for example, the tourism sector,
the trade and retail sector that consists of several informal sector workers).
e The amount of income earned by active household members.
e The length and intensity of the shocks to income.
The total household income equals the sum of incomes or revenues of all economically

active members. Total household income for household member h in fime ¢, is

Ry: = Z Nps,tThst

S
Where ry, ¢ ¢ is the average income of household member hin sector s in time t, and ny, 5,
is the number of household members. The change in incomes compared to the initial

period (t,) is given by

ARy, = 2 N5t AV 5.t Rus e,
S
Where Ay, is the proportional change in average personal incomes in sector s
between t, and t,. We use information from the GSS rapid COVID-19 surveys to estimate

the proportional variation.

We assume that household disposable income depends on the following set of
factors: (i) earned net income by each active household member, by economic
sector, (i) household internal and external remittances, (i) public transfers (including
those existing before COVID19 and those infroduced after COVID19), (iv) other factors
depending on availability of data. We assess the impact on welfare by estimating the
earned income in each sector and active household member. Drawing on information
from the Ghana Living Standards Survey on whether the household member is labour

active and their economic sector we provide our results by economic sector.

We estimate the food and beverages component of the CPI by forecasting the
CPI values based on past values of the CPI (an autoregressive approach based on one
lag of the CPI). We then scale the values by a factor to obtain the pessimistic scenarios.
Since the GSS rapid COVID-19 surveys did not report the actual wage changes, we
instead used the changes in observed sales, the probabilities and expected changes
in sales together with the share of labour (in value added) from the 2015 Social
Accounting Matrix. The survey had self-reported pessimistic and optimistic expectations
of business sales. We used this to estimate the predicted changes in wages for our

pessimistic and optimistic scenarios.
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We present two scenarios for our simulation. The first scenario uses conservative
estimates of the price increases of food items and income losses by sector during the
March to May period. While the second scenario is based on slightly higher prices
implying a more pessimistic scenario. The two scenarios are used in generating the

results presented in the next section.

In each scenario, we calculate the level of welfare including the policy scenario
(for example, we increase fees reported by the household by 50% in simulation 1) after
applying the appropriate deflator. We then estimate the level of poverty and inequality

and compare the baseline welfare with the simulated welfare measure.

In simulation 1, we increase the fees of all public university students that are
absorbed by the government. We increase the spending by public university students

within the household by 50% adjusting the increment by the adult equivalent scale.

In simulation 2, we adjust the household’s spending on electricity and water to

account for the payment of the utilities by the government.

Our final simulation will identify self-employed workers in the creative arts industry.
We will randomly assign loans to the members identified and calculate the new level
of welfare. The National Board for Small Scale Industries (NBSSI) has indicated that over
15,228 beneficiaries have received support—with food vendors, barbers, beauticians
and dressmakers receiving up to a maximum of GHS 2,0003. Using aggregate
information on the disbursements, we can randomly select household members that
meet the NBSSI criteria. We will add an adult-equivalent adjusted loan amount to the

household welfare variable to determine the new level of welfare of households.

After obtaining our new welfare measures, we will closely follow the approach
of Araar (2006) to check the dominance in poverty and inequality. To estimate
difference in Lorenz curve, we will compare the distributions of the old and new welfare
measures, that is, welfare prior to any policy simulation (distribution 1) and welfare after

the policy has been simulated (distribution 2). We would consider distribution 2 to

3 https://www.graphic.com.gh/business/business-news/ghana-news-more-than-15-200-msmes-benefit-from-
nbssi-covid-19-recovery-programme.html
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dominate distribution 1, if everywhere on the welfare distribution, distribution 2 has a

lower level of inequality compared to distribution 1 (see, Araar, 2006)

L,(p) > L.(p) Vp € [0,1].

where p is the percentile, Li(p) is the Lorenz curve for distributions 1T and 2.

For the Foster, Greer and Thorbecke poverty indices (FGT), the FGT curves require a
monotonic fransformation (P3(z)) of the following form to show dominance (Araar,
2006).

1
(s —1)!

where ¢ is a constant term. Distribution 2 dominates distribution 2 in poverty based on

PS(Z)=cP(a=s—-1, z), c

the orders = a + 1, if
A%= P;(a,z) — Py(a,z) >0, V,€ [0, ]
where P;(a, z)is the FGT index for distributions 1 and 2 and A% is the difference in the

distribution of poverty between the two distributions.
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IV. Estimation Results

Descriptive results

Figure (2) shows the distribution of expenditure by deciles. Expenditure rises
across the deciles. However, since expenditure is not adjusted for household size and
composition, we find that the gap between the top and bottom decile is reduced (a

similar pattern is observed for adult equivalent consumption).

For our analysis we use the following eleven sectors based on aggregating the
infernational standard industrial classification (ISIC): agriculture, forestry and fishing;
mining and quarrying; manufacturing; other manufacturing; construction; utility and
gas; wholesale, retail trade and repairs; restaurants, hotels and food service; education;
arts, entertainment and recreation; and other services. Welfare is relatively high for the
utility and gas and other services sectors. The other services sector includes all the
financial companies, real estate, insurance, public administration, defence and
support services. As a result, we expect to see higher welfare on average in this sector.
The lowest welfare is observed in the agriculture, forestry and fishing sector and tends

to have a relatively higher number of poor persons.

The largest number of workers can be found in the agriculture, forestry and
fishing sector (43.9%). Trade and repairs report the second-largest percentage of
workers (20.9%) (see Figure A3 in appendix). The lowest number of workers can be found
in the other manufacturing (0.3%) and utility and gas sectors (0.3%). The other
manufacturing sector captures waste collection, remediation, sewerage, other
manufacturing repair and installation. The total household income is highest in
households whose heads work in the other services, education and frade and repairs
sectors. The lowest incomes are in the hotels and restaurants and the entertainment

and recreation sectors.

Approximately 31% of the population (2.6 million people) receive internal
remittances in either cash, food or non-food items. The cash remittances are mainly
spent on daily consumption (82.4% of recipients). The average remittance per capita
among those receiving remittances is GHS 38,959.85 per annum. Households having

seven or more members receive the lowest remittance per capita of GHS 69.3 followed
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by households with fewer members (GHS 4,769.50). Households with four-to-six members
receive the largest remittance per capita of GHS 23,866. In terms of private remittances
from abroad, it increased from US$2.58 billion in 2018 to US$3.40 billion in 2019 (BOG,
2020). Private remittances in 2019 amounted to approximately 5.4% of GDP.

Figure 2: Average expenditure by deciles
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| | |

Expenditure in Ghana Cedis

10,000
|

0

1 Poorest 2 3 4 5 6 7 8 9 10 Richest
| NN Total NN Food [N Non food |

Source: Authors’ elaboration of GLSS7

Food price changes were forecasted based on the food component of the
consumer price index (CPI) using monthly data from January 2012 to January 2021.
Between March and May the average increase in the CPlwas 3.4%. In the third trimester
the food component of the CPI index fell by approximately 0.33%. For our pessimistic
scenario of the COVID-19 pandemic, we scaled the predicted food CPI price change

by 0.2 percentage points.

In Figures (3) to (7) we briefly provide descriptive information on the impact of
COVID-19 on households and businesses. Figures (3a), (3c), (3e) and (3g) indicate that
at least more than half of the households (55% to 79.9%) experienced a decline in their
sources of income immediately after the first few cases were announced in Ghana. The
remaining figures suggest that by August 2020 a significant proportion of households
either experienced an increase in wages, remittances and fotal income or saw no

changes in theirincomes.
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Figure 3: Reported changes in sources of income
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Notes: Sample weights applied. Reference time is 16 March 2020 for both waves.
Source: Authors’ elaboration of GSS Covid-19 rapid survey

A significant majority of households did not receive food or direct cash transfers
after March 16, 2020 (Figure 4). Less than 6% of households received food or direct cash
transfers. On the contrary, majority of the households received the electricity reliefs that
were provided—half tariffs for three months and free electricity for households
consuming less than 50 kilowatt hours. In terms of the water relief a slight majority (52.9%)
indicated they did not benefit while 47.1% of households benefitted from the water
relief provided. A reason for the slight majority can be attributed to some households
having to purchase their water from private sources rather than the Ghana Water
Company (the main provider of pipe-—borne water and whose water tariffs were

absorbed by the government).
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Figure 4: Cash and other reliefs received by the household
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Source: Authors’ elaboration of GSS Covid-19 rapid survey.

A little over a half of the households in the country were not severely affected
by job losses in both waves of the survey (Figure 5). About 23.7% of households reported
that job losses severely affected them in the first period while a lower percentage of
households (12.5%) indicated they were severely affected by the job losses in the
second half of the year. The price changes recorded in March did not severely affect
the households. The effects of price changes were rather severe on households in
subsequent months. The low numbers for March can be attributed to the nature of the
lockdown, which was enforced in the capital, Ashanti region and the Kasoa Ttownship.

The remaining 14 regions were not placed under a lockdown order.
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Figure 5: Whether households were affected by job losses or food price inflation
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Source: Authors’ elaboration of GSS Covid-19 rapid survey.

A greater number of firms (88.3% and 74.9%) reported having a decline in
demand due to the COVID-19 pandemic (Figure 6). The percentage of firms reporting
a decline in demand after July 2020 falls marginally with 12.8% reporting an increase in

demand and 13.1% noting no change in demand.

The following sectors: agriculture, manufacturing, other manufacturing,
construction, education and other services have recorded lower sales over the four
months from March 2020 (Figure 7). The mining and quarrying sector saw sales rising
steeply from March to June. The expected changes in wages were less than 10% with
agriculture, mining and quarrying, restaurants and education expecting a decline in
wages between March and April. Although, the expected changes in wages between

May and June were expected to be positive by most of the firms.
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Figure é6: Demand adjustments due to COVID-19

Increase 36
Decrease
Mo change 8.2
I T T T T
0 20 40 &0 80
Fercent

{a) Demand adjustments to COWID-19

Sample weights applied.

88

Increase 12.8
Decrease 74.0
Mo change 131
I T T T T
0 20 40 &0 80
Fercent

(b) Demand adjustments to COWVID-19

(a): Since March 12 2020 and (b) since July 1 2020
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Figure 7: Actual sales and expected wage changes by firms (2020)
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The undergraduate and postgraduate student population based on the GLSS7
survey is approximately 283,891 students in public universities (Figure 8). A far smaller
number attend private religious (15,840) and private non-religious universities (28,007).
We expect the student numbers to be higher given that the total number of students in
University of Ghana and University of Education (UEW) were 137,606 (103,181 when
distance and sandwich students in UEW are excluded) in 2019/2020 academic year.
Based on the GLSS7 survey, the average fees (adjusted for inflation) paid by students
was GHS 3,621.14 with private university students paying much higher fees. The total
fees of all students amounted to GHS 1.1 million for public universities and considerably
less for private universities (GHS 83,459 and 329,064 for religious and non-religious
institutions). It is therefore estimated that the lower bound of any government outlay to
cater for fees for students in public universities will be GHS 1.1 milion and likely to be
much higher if our estimate of students is understated. A proposal of a 50% reduction in

fees will therefore have a lower bound of approximately GHS 550,000.

Figure 8: Fees paid by undergraduate and postgraduate students
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In Figure (9) there are disproportionately more males compared to females
working in the creative sector (16,280 versus 411). Also, males on average reside in
households with a higher level of welfare (adult equivalent expenditure) compared to
females. While welfare is quite high for the males this is driven by a few highly paid

individuals in the sector.

Figure 9: Workers in the creative arts sector
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Monthly expenditure on electricity is almost 21 times expenditure on water
(Figure 10). Female headed households spend on average marginally less on water
and electricity compared to male-headed households. More male-headed
households (8.6%) consume 50 kilowatt hours of electricity or less compared to female-
headed households (4.4%). Households consuming up to 50 kilowatt hours are

considered lifeline customers and were provided with alonger period of free electricity.
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Figure 10: Expenditure on water and electricity and lifeline tariff customers
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Simulation of impact of COVID-19 on poverty and inequality

There was a sharp rise in prices of food and beverages between March and May
2020 as inflation (year-on-year) almost doubled from 8.4% to 15.1% (see Figure A7 in the
appendix). Monthly inflation for food and beverages instead rose from 1.6% in March
to 6.4% in April 2020. This steep rise in prices was one of the most important factors
contributing to the significant worsening of welfare observed in our results below. In
terms of wage losses, the education sector saw wages fall by about 82% due to the
closure of schools at all levels. We must emphasize that this was mostly experienced by
private schools (and universities) that were not able to pay their staff (with a few
exceptions where schools adapted to online teaching). Public school staff, on the other
hand,-enthe-otherhand are on the public sector payroll and were paid during the
period schools were closed (including universities). Other sectors saw much lower
declines of 5 — 30% in wages (due to a combination of lower wages and few layoffs).

The data suggested that the mining sector rather saw a rise of approximately 28% in
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wages based on our approximate calculations based on the COVID-19 rapid business

survey.

We present the results based on adult equivalent expenditure, poverty
headcount index, number of poor people and inequality. Table (1) provides the
simulated impact of the COVID-19 rise in prices and loss in incomes on adult equivalent
consumption. The effect of the pandemic on everyone was a decline on average of
34.2% and 39.6% in welfare in the first and second scenarios. The largest impact is felt
by the education sector of 52.9% in the first scenario and 58.5% in the second scenario.
The other services sector experiences the second-largest impact in both scenarios (-
20.3% and 22.4%). Agriculture and trade and repairs also experience a reduction of
approximately 15.6% in the first scenario. The mining and quarrying sector, unlike the
other sectors, posts an increase in adult equivalent expenditure. The result implies that
households in the mining sector were less affected. This can be attributed to the fact
that most of the mining activities occur outside of the capital and were mostly not done
in the lockdown areas (except the largest mine that is located in Obuasi in the Ashanti

region).

The impact on male-headed households is larger than female ones. The
difference is quite large—a 41.1% fall among male-headed households compared to
a 19.1% decline among female-headed households. Also, the impact is larger for rural
households (70.3%) compared to urban households (16.2%). We expect that the initial
price rise was better absorbed by urban households compared to rural households.
While the lockdown of the Greater Accra and Ashanti regions and the Kasoa Township
affected the distribution of processed food and beverages and non-food items to the
other regions and rural areas. The shortage in the regions that were not locked down

may have been worsened by the lockdown of the Greater Accra region.

Table (2) presents the impact on the number of poor persons in Ghana. Our
simulation indicates that the number of poor people increased by 2.83 million and 3.14
million in the first and second simulation scenarios. The distribution of the poor across
sectors indicates that agriculture was the sector that was worst affected by the
pandemic. Households where the head of the household works in the agriculture,
forestry and fishing sector experienced an increase of 1.16 million and 1.26 million

people in scenarios one and two. The trade and repair sector saw a smaller increase of
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0.49 million and 0.54 million in the two scenarios. The other manufacturing sector had
0.16 and 0.18 million additional poor people in both scenarios. The other services sector
also saw a rise in the number of poor people by 0.26 milion and 0. 3 million in the two
scenarios. The least rise in poor people is seen among households where the head
worked in the other manufacturing sector. In the utility and gas sector there were no

changes in the number of poor people.

Male-headed households were more disproportionately affected compared to
female-headed households. Approximately, 0.69 million and 0.78 million people fell into
poverty in scenarios one and two for female-headed households. For male-headed
households, we find 2.1 million and 2.4 million people became poor because of the
pandemic. In terms of the rural and urban populations, there was a relative higher
increase in urban poor people compared to the number of rural poor. On average,
there werel.4 million and 1.5 million additional poor people in rural areas due to the
pandemic compared to urban areas that saw an increase of 1.42 million and 1.62

million in scenarios one and two.

Table (3) provides the results based on the poverty headcount. The poverty
headcount was highest for the education sector which is not entirely consistent with the
increase in the number of poor people shown above. This is generally due to the much
larger population working in agriculture compared to the education sector. Moreover,
with all first and second cycle schools closed for a significant period. Thus, a greater
percentage of the education sector workers would have seen a drop in the incomes
(hence, their expenditures). The change in the poverty headcount was much lower for
the other sectors compared to the education sector. For instance, it the increase in the
index was 9.7 p. p. for agriculture, 9.96 p. p. for other services and 8.6 p. p. For tfrade
and repairs, the impact on national poverty is a rise in poverty of 9.1 and 10.1
percentage points, respectively. In scenario one, frade and repairs and other services
saw an increase in the headcount index of 8.6 and 9.6 percentage points, respectively.
Consistent with the previous table, utility and gas sector showed no change in the
poverty headcount index. The pattern shown in scenario one is like scenario two with
marginally higher poverty indices for most of the sectors. Again, the mining and

quarrying sector produces a reduction in poverty of 12.3 p. p. and 11.7 p. p.
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Male-headed households experienced a larger change in the headcount index
compared to female-headed households. Male-headed households experienced a
rise of 9.7 and 10.7 percentage points in the two scenarios. The female-headed
households reported a change of 7.7 and 8.8 percentage points for the two scenarios.
Again, rural households saw a larger rise in the poverty headcount compared to urban
households (9.2 versus 9.1 percentage points). However, the second scenario provided
a relatively larger increase in the index for urban compared to rural households (10.4

versus 9.9 p. p.).

Table 4 provides the results on inequality based on the Gini index. There is a rise
in inequality as shown by an increase in the Gini index of 0.44 and 0.58 in the two
scenarios. The impact on the head of household's sector of work varies across the
sectors. The highest rise in inequality is observed in the education followed by the
agriculture, forestry and fishing sector. There is a decline in inequality in the

entertainment and recreation sector in both scenarios (-0.3 to -0. 4).

The Gini numbers for the male-headed households are larger in both scenarios
compared to female-headed households. One key issue observed from the table is
that the Gini index for rural households is beyond the plausible limits while it is within the
appropriate range for rural households. The limitation may be due to the underlying
mechanisms for generating the comparison. Thus, slightly larger price increases have

skewed the results for the male-headed households.

Our final table, Table (5) summarises the effect for males and females across the
trimesters. The headcount index varies across sectors, sex of the household head and
location. The largest increase in poverty is observed in the education and agricultural
sectors for both sexes. However, the increase in poverty is larger for males in education
(33.8 p.p versus 13.3 p.p.) and for females in agriculture (5.9 p.p versus 5.2 p.p). The utility
and gas sectors show no changes in the headcount index. The impact on poverty falls

in the second and third trimesters.

For both males and females, a decline in the headcount index is observed for a
few sectors with many more sectors recording declines in the third frimester. The largest
decline occurs for females in the education sector (0.4 p. p.) while males face the

largest decline in the utility sector (1.2 p.p.) in the 2nd trimester. In the third trimester,
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both sexes record the largest declines in the mining and quarrying sector (1.3 p.p for
females and 6 p.p. for males). The experience of households headed by males and
females varies across the sexes. Females living in female-headed households
experienced a largerrise in the headcount compared to male-headed households (6.4
versus 4.3 p.p.). Males living in male-headed households saw a larger rise in poverty
compared to female-headed ones (6 versus 2 p.p.). In the subsequent trimesters a
reduction in poverty is observed with female-headed households seeing a marginally
higher reduction than male-headed households across the sexes. In the third frimester,

male-headed households rather experience a larger reduction in poverty.
Both sexes experience a larger increase in poverty in rural areas compared to

urban areas in the first frimester. In the remaining frimesters there is a reduction in

poverty, with a larger reduction in rural areas except for females in frimester two.
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Table 1: Adult equivalent consumption and simulated scenarios March - May

2020
Initial Scenariol Scenario2
Change Change
Groups: Level Level (in %) Level (in %)
Sector
Agriculture forestry & | 809.12 682.85  -15.61%*** | 668.76  -17.35%***
fishing
Mining & quarrying 1667.28 1830.41 9.78%*** 1820.67 9.20%***
Manufacturing 1540.19 1356.72 -11.91%*** | 1337.5 -13.16%***
Other 1368.1 1241.91  -9.22%*** 1228.72 -10.19%***
manufacturing
Construction 1598.97 1432.75 -10.40%** | 1415.61 -11.47%***
Utility & Gas 2294.97 2198.17  -4.22%*** 2184.59 -4.81%***
Trade & repairs 1735.32 1466.02  -15.52%™* | 1438.26 -17.12%*
Restaurants & hotels | 1594.92 1410.57 -11.56%*** | 1391.21 -12.77%***
Education 1865.5 878.18  -52.93%*** | 774.86  -58.46%***
Entertainment & 2109.76 1818.98 -13.78%*** | 1789.32 -15.19%***
recreation
Other services 2236.79 1782.76 -20.30%*** | 1736.37 -22.37%***
Sex
Male 1325.72 781.54  -41.05%* 693.36 -47.70%
Female 1489.22 1205.17 -19.07%*** | 1167.57 -21.60%***
Urban/Rural
Rural 928.34 276.05 -70.26% 157.95 -82.99%
Urban 1804.25 151211 -16.19%*** | 1481.58 -17.88%***
Population 1372.58 902.95  -34.22%** | 829.26 -39.58%**
Notes:

[1]- The statistic is the average
[2]- Symbols of significance levels: * p<0.10, ** p<0.05, *** p<0.01
[3]- Significance levels: only reported for the statistic -change-
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Table 2: Number of poor persons over the period March to May 2020

Groups:
Sector
Agriculture forestry &
fishing
Mining & quarrying
Manufacturing
Other manufacturing
Construction
Utility & Gas
Trade & repairs
Restaurants & hotels
Education
Entertainment &
recreation
Other services
Sex
Male
Female
Urban/Rural
Rural
Urban

Population
Notes:

Initial
Level
(000s)

5,272

83
313
17
167
3
421
46
78
34

196

5,694
1,562

6,036
1,220

7,255

Scenariol
Level

(000s) Change
6,429 1156456***
16 -66955**
470 156504 ***
18 1418
251 84162%**
3 0
909 48754 5%**
71 2541 6***
619 540509***
43 9351*
460 263546%**
7,834 2140185***
2,248 68669 5***
7,436 1400408***
2,646 142647 2%**
10,082 2,826,880***

[1]- Poverty measurement is the number of total poor

[2]- Symbols of significance levels: * p<0.10, ** p<0.05, *** p<0.01
[3]- Significance levels: only reported for the statistic -change-
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Scenario2
Level

(000s) Change
6,531 1258193***
19 -63435**
493 179539
18 1418
271 1041871 ***
3 0
966 544368***
85 39382***
658 579840***
43 9351*
493 297 437***
8,050 2356472***
2,343 781665***
7,548 1511987***
2,846 1626150***
10,394 3,138,137***



Table 3: Poverty headcount and simulated scenarios March - May 2020

Initial Scenariol Scenario2
Groups: Level Level Change Level Change
Sector
Agriculture 44.0% 53.7% 9.66%*** 54.5% 10.51%***
forestry & fishing
Mining & 15.3% 2.9% -12.34%** 3.6% -11.69%**
quarrying
Manufacturing 12.2% 18.3% 6.09%*** 19.2% 6.99%***
Other 18.7% 20.2% 1.6% 20.2% 1.6%
manufacturing
Construction 10.0% 15.0% 5.02%*** 16.2% 6.22%***
Utility & Gas 3.8% 3.8% 0.0% 3.8% 0.0%
Trade & repairs 7.4% 16.0% 8.56%*** 17.0% 9.56%***
Restaurants & 8.9% 13.8% 4 Q4Fp*** 16.5% 7.65%***
hotels
Education 6.2% 49.0% 42.78%*** 52.1% 45.90%***
Entertainment & | 14.3% 18.3% 3.98%* 18.3% 3.98%*
recreation
Other services 7.4% 17.4% 9.96%*** 18.6% 11.24%***
Sex
Male 25.8% 35.4% 9.68%*** 36.4% 10.66%***
Female 17.6% 25.3% 7.73%*** 26.4% 8.80%***
Urban/Rural
Rural 39.5% 48.7% Q1 7%*** 49 4% 9.90%***
Urban 7.8% 16.8% 9.08%*** 18.1% 10.35%***
Population 23.4% 32.5% 9.12%*** 33.5% 10.13%***
Notes:

[1]- Poverty measurement is the headcount
[2]- Symbols of significance levels: * p<0.10, ** p<0.05, *** p<0.01
[3]- Significance levels: only reported for the statistic -change-
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Table 4: Poverty headcount and simulated scenario 1

Initial  T1:Female T1:Male T2:Female T2:Male T3:Female T3:Male
Groups: Level Level Change Level Change Level Change Level Change Level Change Level Change
Sector
Agriculture
forestry &
fishing 440% 49.9% 5.88%***  49.2% 517%***  44.0% -0.05%** 44.0% -0.07%*** 43.8% -0.25%*** 43.6% -0.39%***
Mining &
quarrying 15.3% 18.6% 3.32% 7.7%  -7.53%* 15.3% 0.00% 15.3% 0.00% 14.0% -1.28% 93% -5.98%
Manufacturing  12.2% 15.3% 3.12%***  14.2% 2.03%** 12.2% 0.00% 12.1% -0.07% 12.1% -0.08% 12.1% -0.14%
Other
manufacturing 18.7% 20.2% 1.58% 19.4% 0.73% 18.7% 0.00% 18.7% 0.00% 18.7% 0.00% 18.7% 0.00%
Construction 10.0% 14.7% 4.73%*** 10.7% 0.71%** 10.0% 0.00% 9.9% -0.06% 9.9% -0.06% 8.6%  -1.34%**
Utility & Gas 3.8% 3.8% 0.00% 3.8% 0.00% 3.8% 0.00% 2.6% -1.20% 3.8% 0.00% 3.8% 0.00%
Trade & repairs 7.4%  12.3% 4.88%*** 11.7% 4.27%*** 7.4% -0.02% 7.4%  0.00% 7.4%  -0.02% 7.3% -0.08%
Restaurants &
hotels 8.9% 11.9% 2.98%** 9.8% 0.96% 8.9%  0.00% 8.9%  0.00% 8.9%  0.00% 8.9%  0.00%
Education 62% 19.5% 13.29%*** 40.0% 33.80%*** 58% -0.37% 5.7%  -0.44% 5.8% -0.37% 5.6% -0.54%
Entertainment
& recreation 143% 157% 1.39% 14.9% 0.57% 14.3% 0.00% 14.3% 0.00% 14.3% 0.00% 14.3% 0.00%
Otherservices 7.4% 102% 2.77%*** 12.5% 5.10%** 7.4% -0.02% 7.4%  -0.00% 7.4%  -0.05% 7.4%  0.00%



Sex of Head

Male 25.8% 30.1% 4.32%*** 31.7% 5.96%*** 25.7% -0.03%* 25.7% -0.05%*** 25.6% -0.19%*** 25.3% -0.48%***

Female 17.6% 24.0% 6.43%*** 19.6% 1.97%** 17.5% -0.1% 17.5% -0.1% 17.4% -0.18%** 17.4% -0.14%*

Urban/Rural

Rural 39.5% 44.7% S5.14%***  447% 5.19%***  39.5% -0.04%** 39.5% -0.07%*** 39.2% -0.31%*** 39.1% -0.44%***

Urban 78% 12.5% 4.71%*** 122% 4.46%* 7.7% -0.05% 7.7%  -0.05% 7.7%  -0.06% 7.4%  -0.33%**

Population 23.4% 28.3% 4.92%***  28.2% 4.82%*** 23.4% -0.05%** 23.4% -0.06%*** 23.2% -0.18%*** 23.0% -0.38%***
Notes:

[1]- The statistic is the average

[2]- Symbols of significance levels: * p<0.10, ** p<0.05, *** p<0.01

[3]- Significance levels: only reported for the statistic -change.



Summary of impact of COVID-19 pandemic

In Figures (11) — (13) we summarise the effects of the pandemic on poverty,
spending, the number of poor individuals and inequality. Figure (13) shows that the
largest impact was felt in the first frimester with 2.8 million people falling intfo poverty in
scenario one with 3.1 million people becoming poorin the second scenario. The impact
reduces with time with the second and third scenarios recording a decline in the
number of poor in the range of 573 to 29,737 individuals escaping poverty. While the
reduction is a good thing the number of people remaining poor at the end of the three
frimesters far exceeds the reduction in numbers observed by at least 2.8 million

individuals.

A similar scenario exists for the remaining indicators (Figure 12). The largest
impact on adult equivalent spending, headcount and Giniindices are largest in the first

trimester with (absolutely) smaller effects in the remaining trimesters.

Figure (13) shows that observed differences across the sexes is marginal at best.
Males see a marginally higher reduction in expenditures compared to females.
However, the headcount index shows a marginally higher incidence of poverty among
women compared to men. Also, there are more poor women than men in the first
frimester. The indices improve as we consider the remaining trimesters. The

improvements are, however, not adequate in offsetting the declines that occurred.
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Figure 11: Number of poor people across the trimesters
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Figure 12: Changes in adult equivalent expenditure, headcount and Gini indices
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Figure 13: Changes in expenditure, headcount and Gini by sex
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All three sources of household income contribute to the increase in poverty with
food prices and personal labour income contributing the most (Figure 14). The loss of
remittances has a lower impact on increasing poverty. Since the impact on poverty is
lower as we aggregate the impact across the three trimesters, the contribution to
poverty also declines over the trimesters. The difference in contribution between males
and females are not so different in the first and second trimesters but contribution of

female incomes to poverty is relatively higher than males across the three trimesters.
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Figure 14: Contribution to poverty over the various trimesters (March - December
2020)
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Source: Authors’ computation based on GLSS7 and GSS Covid-19 rapid surveys.

Simulation of policy responses to COVID-19

We carry out three policy simulations.
1. Free water and free electricity for lifeline customers
2. A reduction in university fees

3. Providing loans of GHS 2000 to creative arts sector workers

Policy 1: Free water and free electricity for lifeline customers

In March 2020, the government announced half tariffs for electricity
consumption and free water for all households. The free water was extended to all
households until the end of the year. However, only lifeline electricity consumers were
provided with free electricity beyond June. The policy leads to a marginal reduction in
poverty in the first frimester (0.6 p.p.) and in all three trimesters (0.3 p.p.). Combining the
results based on the three trimesters in the previous section with our estimate gives a
total reduction in poverty of 0.33 percentage points. On the conftrary, the reduction in

poverty of 0.54 percentage points in the first frimester of the policy is not adequate to
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offset the increase in poverty of 9.1 percentage points. Due to the universal nature of
the policy in the first three months the policy does not lead to lower inequality—there is
a marginal rise in inequality of 0.002 percentage points. Once the electricity relief is
provided only to lifeline customers, we observe a steep drop at the highest percentiles
leading to a marginal decline in inequality of 0.02 percentage points. Males in the
population experience a slightly larger reduction in poverty compared to females for
both the first timester and all three trimesters. This reduction can be attributed to the
higher average spending on electricity and water by male-headed compared to

female-headed households.

The cost of the policy of providing free water for nine months amounts to GHS
510.84 million. This amount is lower than the amount reported by the government of
GHS 834 miillion. Our estimate excludes the administrative costs and is based on an
estimate of the current population. We therefore see our combined costs of the policy

of GHS 2.69 billion as a lower bound estimate.

Figure 15: Free water and free electricity for lifeline customers
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Figure 16: Free water and free electricity for lifeline customers by gender

[} | [am)

-.0o05
1
-.002

-.004

-1
Il
-.00s

015
.0og
1

! T T T T - T T T T
"0 800 1600 2400 3200 4000 0 800 1600 2400 3200 4000

Poverty line (z) Poverty line (z)
l Confidence interval (95 % —— Estimated differe}wce ‘ Confidence interval (35 % —— Estimated differe}wce
(a) Females First three months (b) Females: Nine months
[} [am)
i~
o 8 T
8 . '
' =t
8 -
S w0
' 8 .
£ % |
=] T T T T = T T T T
"0 800 1600 2400 3200 4000 0 800 1600 2400 3200 4000
Poverty line (2) Poverty line (2)
[ Confidence interval (95 % —— Estimated differe]wce ‘ Confidence interval (35 %—— Estimated differe}wce
(c) Males: First three months (d) Males: Nine months

Source: GLSS7

These results suggest the importance of policymakers in better targeting the poor
groups and focusing on subsidiszing goods and services largely consumed by the poor
population. The fiscal costs will be lower and efficiency higher as more poor people will
see an improvement in their welfare. For instance, rather than a universal payment of
university fees, it should rather be for students from the worse hit COVID-19 areas or from
households that have a main income earner who has been laid-off or have had an
income earning member die due to COVID-19 complications. Also, households with
workers in the worst hit sectors with the highest layoffs can be targeted by providing
subsidiszed electricity and water (since some low--income households may consume
more than the lifeline amount of electricity due to sharing electricity meters with other

households on their compound).

Policy 2: Reduction in fees for tertiary students

We implement two proposed policies here (a) a 50% reduction in fees for all

public university students and (b) a 100% reduction in fees for all public university
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students. Both policies are pro-poor and show a reduction in poverty at higher values
of the poverty line (in 17(c) and (d)). The headcount poverty rate also tends to fall over
higher choices of the poverty line. Since the 100% reduction in fees frees up more
resources for the household compared to the 50% fee reduction, we observe a greater
effect on poverty (0.01 p.p. versus 0.005 p. p.) and inequality. However, as suggested
earlier, the 100% reduction in fees will be expensive for the government compared to
the 50% reduction. Again, the reduction in poverty is marginally higher for males (0.007
p.p) compared to females (0.002 p. p.). The decline in poverty is too low to offset the

increase in poverty in the first trimester.

Figure 17: Reduction in fees for tertiary students
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Figure 18: Reduction in fees for tertiary students by gender
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The cost of the policy (excluding administrative costs) is estimated at GHS

778.48 million if the government absorbs half of the fees of public university students.

Policy 3: Loans to creative arts sector works

There is a very small decline in poverty (0.004 p.p.) if the creative sector workers
are given a loan of GHS 2000. We note that the increase in the rate of poverty for
workers in enterfainment and recreation sector is approximately 3.98 percentage
points (Table 3) which exceeds the decline in poverty of 0.004 percentage points (in
magnitude) in the first frimester. However, the decline in poverty of 0.004 percentage
points exceeds the zero change in poverty observed when all three tfrimesters are

considered. The dominance in inequality and poverty are not statistically significant.

The cost for the policy amounts to GHS 33.38 miillion if loans of GHS 2,000 are
provided to workers in the creative arts sector. Since this Is not a targeted policy and
requires the workers to apply for the loan the amount thus the estimate can be
considered as a lower bound.

Figure 19: Loans to creative arits sector workers
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All three policy simulations reduce poverty marginally, however, the reduction
in poverty does not offset the initial rise in poverty in the first frimester. The policies
simulated must be scaled up and used in conjunction with additional policies to enable
a stronger reduction in poverty and inequality. Furthermore, the total costs of all three

policies will increase the budget deficits by a minimum of GHS 3.5 billion.

V. Conclusions and policy implications

The impact of the COVID-19 pandemic has led to job losses, more people falling
info poverty, students missing key periods in their educational development journey

and the limited health infrastructure available in most African countries.

Our simulation of the first nine months since the first case of COVID-19 in Ghana
indicates a rise in poverty, lower welfare of households, and an increase in inequality.
The effect varied across sectors of work, sex and the urban-rural divide. The hardest-hit
sectors in terms of welfare losses were the education; agriculture, forestry and fishing;

other services; entertainment and recreation; trade and repairs sectors.
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In terms of the number of poor people, the agriculture, forestry and fishing (1.2
million); education (0.54 million); frade and repairs (0.49 million); and other services (0.26
million) sectors were the hardest hit. The number of poor people in the country
increased by 2.83 million and 3.14 million in the two scenarios estimated. Relatively more
male-headed households compared to female-headed households became poor (2.1
million versus 0.69 million). Furthermore, we found a relatively higher increase in the
number of poor people among urban households (1.42 million) compared to rural

households (1.4 million).

Our poverty headcount index also varied across the various sectors. The
agriculture, forestry and fishing; frade and repairs; education; and other services sectors
were the ones with the highest increase in the headcount poverty indices of at least 9
percentage points. Male headed households and rural households reported the
highest changes in the poverty headcount index compared to female and urban
households. Last but not the least, inequality increased among the population by 0.45

and 0.58 for the first and second scenarios.

Our policy simulations included (a) the free electricity to lifeline consumers and
free water to all households (b) absorbing 50% of public university fees and (c) providing
loans to workers in the creative arts sector. All three policies had some effectinreducing
poverty marginally with the highest reduction of 0.54 p. p. due to the provision of three
months of free water together with a half tariff on electricity. The other policies were
much lower in reducing poverty due to the limited coverage of households. Additional
policies that target the poor directly such as the free electricity for lifeline consumers
are important in strongly reducing the rise in poverty due to COVID-19. Our estimates of
costs indicate that the loans to the creative arts workers (GHS 33.38 million) as the
cheapest with the most expensive being the free water and electricity policy (GHS 2.69
billion). The absorption of half the fees of public university students amounts to GHS
778.48 million. Our costs are lower bound estimates and exclude the administrative

costs of administering the policy.

Our results are qualitatively similar to Aduhene and Osei-Ossibey (2021), Bukari,
et al. (2021), Schotte, et al. (2021). Like these studies, we find a fall in poverty, rise in
inequality and a fall in welfare. While we report a 34.2% decline in welfare, Bukari, et al.

(2021) found an 18% decline in welfare.

42



Further analyses to strengthen the policy analysis and extending the results to
include additional policy interventions is warranted. One limitation we intend to address
is to allow for varying impact across the regions given that Ghana did not impose a

total lockdown.
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VI. Appendix

Table A1: COVID-19 multilateral stimulus packages provided to African

Countries
Institution Policy Response
World Bank The World Bank (2020a) announced the

availability of US$160 bilion which will be available to
counftries until late 2021. The package is set to enhance
the availability of the beneficiary economies in easing
the effects of COVID-19 on small businesses and the

vulnerable populations.

African The AfDB has a US$10 bilion COVID-19 response
Development package in the pipeline of which US$5.5 billion is set for
Bank (AfDB) its sovereign in the AfDB countries and US$3.1 billion is

operations under the African Development Fund. The
bank also launched a US$3 billion fight COVID-19 social
bond that was allocated to central banks and official
institutions  (53%), Bank freasuries (27%) and assets
managers (20%). Notably, 8% of this social bod is set

aside for African countries.

IMF The IMF approved US$2.7 billion for COVID-19
related emergency responses in African countries.
European The EU announced Euro 3.25 bilion COVID-19
Union (EU) toolkit for African countries.
Afreximbank The Afreximbank announced a US$3 billion

Pandemic Trade Impact Mitigation Facility (PATIMFA) to
enhance the capacity of African countries dealing with
COVID-19 related health and economic impacts. In

addition, the bank set aside US$200 million to finance the
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Africa.

production of COVID-19 equipment and supplies within

Source: UNCTAD (2020)

Figure A1l: Average welfare by deciles
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Figure A2: Average welfare by sector of work
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Figure A3: Percentage of workers by sector
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Figure A4: Average income by sector
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Figure A5: Remittances (percent of population and average value by
household size)
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Figure Aé: Personal Incomes and sectoral shocks

Personal incomes and sectoral shocks
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Figure A7: Forecasts versus actual inflation
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Figure A8: Costs of policies (in GHS)
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