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Introduction

The global economic crisis that began in 2008 lea®ack much of the recent progress made
in most sub-Saharan African countries. Economy-wiféects range from declining
investment in public services to diminished acdessedit, from growing unemployment and
diminished consumption capacities to heightenedhkegclusion. Furthermore, reductions in
fiscal resources and foreign aid available to gonemts have affected public service
delivery, not just in education, health, sanitataond water, but also in areas such as social
protection. Under these circumstances, childrek sisffering most and longest from the
consequences of the crisis. A timely understandintpe potential impacts on them is urgent
to formulate appropriate policy responses.

Like many countries in sub-Saharan Africa, Ghanaxigeriencing the impact of the global
crisis and the uncertain economic outlook. IndeedGhana’s economy is among the most
open in Africa, it is expected that the country hasn and will continue to be affected by the
crisis, although strong export prices of its maipats (gold and cocoa) may at least partially
counteract the effects associated with the crisis.

This brief summarizes the results of a researcfeprgpromoted by the Ministry of Finance
and Economic Planning and UNICEF in 2009 and cdroiet by a team of international and
national researchers from the Poverty and Econdpailicy (PEP) research network and
UNICEF Innocenti Research Centre (IRC). A combinegcro-micro economic model was
developed to predict the impact of the global srigi Western and Central Africa, including
Ghana, on different dimensions of child well-beifmgonetary poverty, insufficient caloric
consumption and risk of hunger, school participgtichild labour and access to health
services) and to provide recommendations on difitgpelicy responses over the period 2009-
2011. Specifically, a simulated scenario with thisie was compared to a simulated scenario
without the crisis (or reference scenario), whisbuaes that the changes in variables linking
developing economies to the global economy folldwirt respective pre-crisis historical
trends. A third scenario simulates alternative gyobptions as a response to the crisis. The
results of the simulations are extracted from ApAwsare et al. (2010) and summarized in the
following sections.

Potential effects on the economy due to the crisis

The global economic crisis is having a direct impat Ghana mainly through falling export
demand, import price shocks, as well as reducdawsfof foreign direct investment, foreign
aid and remittances. Simulations based on a corblgugeneral equilibrium model suggest
that these shocks lead to a significant slowdoweacionomic growth, especially in 2010 (3.8

! This study is the result of a research promotethbyRegional Office of UNICEF for West and Centiiica,
in collaboration with the UNICEF Innocenti Reseaf@béntre and the UNICEF Division of Policy and Picet
and aimed at the assessment of the potential eftédhe global economic crisis on children in BogkFaso,
Cameroon and Ghana and the proposal of concreiypekponses to the policy makers. This researief is
intended for use by policymakers, academics, progra staff and the media.



per cent, as opposed to 7.0 per cent forecasterabisence of the crisis), with a recovery
beginning in 2011 although at a slower pace thawithout the crisis (see table 1). As a
consequence of the crisis, workers move into tf@rnmal market pushing wage rates down.
An early (2010) predicted rebound in import prie@s depreciation of the real exchange rate
contribute to a marked increase in consumer piilkkat exacerbates the situation, whereas
growth and employment levels only begin to recaneR011. All these factors combine to
significantly reduce real incomes.

Without the crisis, Government’s primary budgetanake is predicted to have remained in
surplus and to have increased throughout 2009-201dontrast, the crisis is expected to put
Government’s primary balance in deficit in 2009 2840 with a surplus only re-emerging in
2011.

Table 1: Simulated changes in GDP and in its compemts (percent)

GDP| Final consumptionInvestment Export Import Net export
Ratio to GDI 100.0 103.Z 35.C 401 -77.C -36.€
Without Crisis (Annual change)
2009 7.0 7.5 131 123 131 13.9
2010 7.0 115 16.8 120 19.6 27.6
2011 7.0 13.8 175 114 217 31.3
With Crisis (Annual change)
2009 5.1 0.4 -8.6 5.0 -7.2 -20.4
2010 3.8 -2.8 -1.7 0.0 -10.1 -24.5
2011 6.5 4.2 82 114 6.5 -2.8

Potential effects on children due to the crisfs

Based on data from the most recent household sureghana (2005/6), thenonetary
poverty rate (figure 1) among children in Ghana was 3&7qgent (corresponding to slightly
more than three million children). There were aggnificant regional and socio-economic
disparities with rates especially high for housekdiving in the three northern regions, in
rural areas and those with many children.

According to the simulations, in the absence ofdti&s, monetary poverty would have fallen
substantially across all regions in Ghana, up tw feercentage points nationwide in 2011 (i.e.
around 376,000 children would have escaped povepasiticularly strong reductions were
forecast for rural areas — indeed, monetary powsadyld have actually slightly increased in
urban areas — and in households with many children.

In marked contrast, simulation results indicatet tha global crisis will increase monetary

poverty across all regions, eroding many of thexgg@ade over the past few years. Indeed,
the model predicts a 6.6 percentage points increps¥11 in the child poverty rate (around

630,000 additional children in poverty), with a tooous increasing pattern over the period
of study. The Eastern, Volta and Greater Accrapsglicted to be the hardest hit, while

primarily rural regions — Northern and Upper Wesare least affected over the three year
simulation period. More generally, children living urban areas are forecast to be
significantly more affected than those residing rural areas, possibly because rural
households are more likely to be subsistence farraed thus more insulated from market
shocks. Indeed, the increase in child monetary ppve primarily driven by a reduction in

2 The base year corresponds to the year of the lasesehold survey carried out in Ghana, 2005/6.



consumer purchasing power and a large drop in ieconthe non-agriculture sector, partly
offset by the increase in agricultural incomes r(fré¢he value of both sales and own-
production) resulting from the increase in foodcpes. Government interventions are thus
urgently needed in order to limit the damage.

Before the crisis, 58.5 per cent of children agad @4 suffered from amsufficient caloric
intake and were at risk of hunger (figure 2), which cepended to around 5.3 million
children. In absence of the crisis, their numbeerewpredicted to remain substantially
unchanged over the period 2009-2011. This restliadly masks some differences within the
country. Rural and northern regions (Northern, UWppast and Upper West regions) would
have experienced significant decreases by 201Jewihilurban areas and the Eastern region,
hunger rates would have increased by 3.5 and Sdepige points, respectively. These
results mirror the increase in urban monetary ggyaedicted in the absence of the crisis.

The global crisis is also predicted to severelypéeehunger among children, which is
simulated to increase up to 6.6 percentage pod23,Q00 children) in 2011, beginning with a
sharp increase already in 2009. According to thaukitions, all regions will experience an
increase, with the single exception of the Northezgion where a slight reduction (0.8
percentage points) by 2011 is forecasted. In offastern, Greater Accra and Volta regions
are simulated to be the worst affected regions@ii 2vhile, as for the monetary poverty, the
rural Northern regions are the least affected. diisas is expected to dramatically reduce the
urban/rural hunger gap as urban areas are hit $ta(dere an increase of 12.8 percentage
points by 2011 is forecasted, compared to 3.7 pégige points in rural areas).

According to the 2005/6 household survey, the ayerastimatedschool participation
(measured by attendance) rate (figure 3) for chrdaged 6-14 is 84.1 per cent. There were
no significant gender differences, but substaméglonal and urban/rural gaps are noted. The
overall childlabor participation rate was 34.4 per cent with wide regional diffeesand a
11.9 percentage point higher rate among 6-10 yldaras compared to the 11-14 age group.

In the absence of the crisis, school participatwould have increased by around 0.5
percentage points by 2011. A similar decrease énpiercentage of working children is not

predicted, as the increase in school participatimuld have been shared equally between
children who only go to school and those who comtschool and work. In contrast, the

crisis is predicted to reduce school participattoby more than 0.7 percentage points (i.e.
around 9000 children) among 6-10 year olds relativeéhe scenario without crisis — and

increase child labor by 0.1 percentage points. Jdttern of results is similar in the case of
older children to those just discussed for youngeitdren, although the variations are

smaller.

As for access to health services (figure 4), in 2005/6, 61 per cent of ill childr¢h million
children) aged 0 to 14 years old consulted a hdalttiity with the following distribution in
terms of the type of health facility accessed: Itatp(29.9 per cent), clinics (32.5 per cent),
pharmacy (32.1 per cent) and traditional healer6 (er cent). Substantial regional and
urban-rural variations are observed. Accordingh® simulations, consultation rates would
have increased in the absence of the crisis. litiaddhouseholds would have had greater
recourse to hospitals and clinics and reduced thssr of pharmacy and other categories of
lower quality health service providers. Once agtie, crisis would inverse this progress. A
decline in health consultation rates of nearly pagentage point (equivalent to around 6000
children), together with a substitution from hoafsit and clinics toward pharmacies



(traditional healing remaining marginal), is predit due to falling incomes and difficulty in
meeting health costs.

Policy responses to the crisis

The alternative policy responses explored in thigly are shown to significantly reduce
monetary poverty and hunger, yet have much moreestdchpacts on schooling, labour and
health access among children (see figures 1 toH%. is due to the fact that cash transfers
and food subsidies translate directly into incrdasal income and food consumption (57 per
cent of total household expenditure), whereas thay indirectly affect school, labor and
health decisions that depend on many factors dtier income. Supply-side policies (for
example, investments in school infrastructure — elgmhigher quality for the existing
facilities and/or construction of new facilities)agn be much more effective for the latter.
Indeed, over the past 2-3 years the governmenthain® has started to implement or design
various health and education policies such as aos¢beding programme, a capitation grant,
health insurance, free maternal care and dirensfeas to households. These have to some
extent increased social protection in the counégpecially in the area of health and
education.

This study simulated the effectiveness of fourraliéve policy responses: (1) food subsidies
and (2) targeted cash transfers for poor childoethy with a total budget of 1 per cent of 2008
GDP financed through external aid; targeted cashsters for poor children with a total
budget of 0.5 per cent of 2008 GDP domesticallyachthrough (3) a 20 per cent increase in
tariffs on rice imports and an endogenous incra@asaiffs on non-food manufacturing goods
imports and (4) an endogenous increase in the psopgex. As for targeted transfer
programmes, goroxy-means based approach was developed to identify poordiait
however, this method produces targeting errors dhatunavoidable (inclusion of non-poor
and exclusion of poor).

The targeted cash transfer programme is found tgemerally more effective in protecting
children than are food subsidies. Indeed, withtal toudget equivalent to 1 per cent of 2008
GDP (response 2), a cash transfer — equivalernt todavidual annual amount of 19@:dis —
would cut the predicted increase in monetary pgveyta third — over two percentage points
(corresponding to around 200,000 children) — in1201

The impact of cash transfers on hunger rate isitfyigmaller (-1.4 percentage points in 2009
and at less than one percentage point in 2011)isas@nilar to those obtained with food

subsidies (that is, in 2011, around 80,000 fewddn suffering from hunger). Indeed, by
targeting food, the subsidies are more effectiveerms of reducing hunger than in terms of
reducing monetary poverty.

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

As the domestically funded policy responses — thinoapecific import tariffs or property
taxes — do not have significant implications at thacro level, similar outcomes to those
financed through external aid are predicted. Howeyigen that the budget is half as big (0.5
per cent of GDP), the impacts are proportionallyaken.



Figure 1: Absolute change in monetary poverty (in000) compared to base year, children 0 to 14 yrs
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Figure 2: Absolute change in child hunger (in '000fompared to base year
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Figure 3: Absolute change in school participationif '000) compared to base year, 6-10 yrs
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Figure 4: Absolute change in health consultation i '000) among ill children compared to base year
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Although Ghana may be able to build on the existimgelihood Empowerment against
Poverty (LEAP) intervention to rapidly implementash transfer programme in response to
the crisis, other interventions (or a mix of pa) might be more cost-effective in the short
run. A combination of a universal or regionallygated (starting with those regions where
child poverty is most widespread) cash transfegmmme for children aged 0 to 5 years old,
together with a school-feeding programme, mightrespnt an effective way to intervene
quickly to improve child well-being. With the sanwverall budget and with the same
hypothesis that the transfer is given to eligiddren and then shared equitably among all
household members, a cash transfer provided umiNerto all children aged 0 to 5 is



estimated to lead to child monetary poverty rakeg are substantially similar to the case in
which a cash transfer is targeted to all childreértal 14 years old) predicted as poor, while
actually improving the situation of the youngesid anost vulnerable, children. This result is

basically due to the higher individual amount tfan®d under a universal approach (30.6 vs
19.8 Cedis) and the universal coverage of poor children i@ thto 5 age group. Under a

targeted scheme, some poor children are alwaysethiss they are identified as poor solely
on the basis of a small number of observable cheniatics that are linked to household

consumption.
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