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A UNICEF Research Project on
the Impact of the Global Economic Crisison Children in Western and Central Africa

This study is the result of research promoted leyRkgional Office of UNICEF for West and Central

Africa, in collaboration with the UNICEF InnoceriResearch Centre and the UNICEF Division of
Policy and Practice and aimed at the assessmehe gfotential effects of the global economic crisis
on children in Burkina Faso, Cameroon and Ghanatlamgroposal of concrete policy responses to
the policy makers.

One regional and three country teams of researetens formed. The regional team, coordinated by
the African office of the Poverty and Economic Bwli(PEP) research network, based at the
Consortium pour la recherche économique et so(alRES, Dakar), was composed of researchers
from Africa (GREAT, Mali; University of Yaoundé, @aeroon), from the Université Laval in Canada
and the UNICEF Innocenti Research Centre. The nedjittam developed the basic methodology,
provided training and closely supervised the tloantry studies, and prepared a regional report and
policy brief synthesizing the results for the thresuntries. The country teams led the country
analyses, interacted with the local policy comrestand wrote their respective country reports.

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

The main outcomes of this project are:
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Simulating the Impact of the Global Economic Crisis and Policy Responses
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Summary: The current global financial and economic crigibjch exacerbates the impacts of the
energy and food crises that immediately precededhas spread to the developing countries
endangering recent gains in terms of economic drant poverty reduction. The effects of the crisis
are likely to vary substantially between countresl between individuals within the same country.
Children are among the most vulnerable populati@mticularly in a period of crisis. Especially in
least developed countries, where social safetypregrammes are missing or performing poorly and
public fiscal space is extremely limited, houseboldth few economic opportunities are at a higher
risk of falling into (monetary) poverty, sufferifigom hunger, removing children from school and into
work, and losing access to health services. Thidyssimulates the impacts of the global economic
crisis and alternative policy responses on diffedemensions of child welfare in Western and Cdntra
Africa (WCA) over the period 2009-2011. It is basedcountry studies for Burkina Faso, Cameroon,
and Ghana, which broadly represent the diversitgcoinomic conditions in WCA countries. In order
to capture the complex macro-economic effects ettisis and the various policy responses — orfrad
investment, remittances, aid flows, goods and fattarkets — and to then trace their consequences in
terms of child welfare — monetary poverty, hungaidric poverty), school participation, child lalbpu
and access to health services — a combination afonand micro-analysis was adopted.

The simulations suggest that the strongest effaasregistered in terms of monetary poverty and
hunger, although large differences between counémeerge. More moderate impacts are predicted in
terms of school participation, child labour, andcems to health care, although these are still
significant and require urgent policy response&c8igally, Ghana is the country where children are

predicted to suffer the most in terms of monetasyepty and hunger, while Burkina Faso is where

the largest deteriorations in schooling, child laband access to health services are simulated.

Among the policy responses examined to countelechegative effects of the crisis on child well-
being, a targeted cash transfer to predicted pbitdren is by far the most effective programme. A
comparison between a universal and targeted apgprsadiso presented.

Keywords: global economic crisis, child poverty, hunger, extian, child labour, health, West and
Central Africa, Burkina Faso, Cameroon, Ghana,aqbtection
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1. INTRODUCTION

The global financial and economic crisis has com@ad profound impacts on countries
around the world including the countries of Westl &entral Africa. The October 2009

update of the International Monetary Fund (IMF)efmasted 1.1 per cent negative growth in
the global economy in 2009.

While the global economy is expected to gradualorer in 2010 with numerous monetary
and fiscal stimulus programmes in developed coesitanalysts generally agree that growth
will remain weak (IMF 2009a). The magnitude andsgence of the financial and economic
crisis will depend, among other things, on the mfce of actors in the international

financial system and the efficacy of economic raliplans that most industrialized and

emerging countries have begun to put into action.

While developing countries’ relatively weak inteipa into the global financial system has
sheltered them from the effects of financial comagthe ensuing economic crisis has
affected them directly through international tragesestment, foreign aid, remittances and
other channels.

The macroeconomic impacts and the distributivectsf@f the global crisis in developing

countries will largely depend on the magnitude #&mgth of the recession in developed
countries, the initial conditions in each countndaheir macroeconomic policies to respond
to the crisis. However, designing practical andrappate policies in developing countries to
stimulate growth and protect vulnerable populatigrsups, in particular children, from the

harmful effects of the crisis requires an undeditagn of the likely magnitude and nature of
these effects.

The global financial and economic crisis threatepr®wth and poverty reduction
achievements that have recently been accomplighedany developing countries. African
growth will decline by two thirds according to IMBrecasts — from 6.2 and 5.2 per cent,
respectively, in 2007 and 2008 to 1.7 per centd@2- with sub-Saharan Africa facing a
more extreme decline — at 1.3 per cent in 2009 ewetpto 7.0 to 5.5 per cent, respectively,
in 2007 and 2008 (IMF 2009b).

As we would expect, poverty tends to increase ipeeod of crisis with the magnitude
depending on the depth of the crisis, but alsoctienge in inequality (World Bank, 2008),
which is supposed to rise, as the poor often sdiifggroportionately from crisis.

It is difficult to evaluate the welfare impacts afcrisis on individual well-being in terms of

monetary and non-monetary aspects. At the beginmiitige crisis, households adapt mostly
by increasing their labour supply and consuming pagings. However, in a longer period of
crisis with few economic opportunities, househotile eventually forced to reduce their
consumption and possibly withdraw children fromaahand go without health consultations
in case of illness.

! These results have been observed, for exampl@pia d'lvoire, Ethiopia, Malawi, Tanzania and Zirhie
(World Bank 2008).



To our knowledge this research project is amonditbeattempts to use economic models to
simulate the effects of this global crisis on cteldl Past economic crises have been shown to
be detrimental to children in various dimensionghair well-being. As shown by the table
below, past (local or regional) economic crises $taodng impacts on household welfare. For
example, past crises led to an increase in povartging from 1 percentage point in Brazil
(1989) to a dramatic 12.2 points in Venezuela (39Rdstig 2000). Lustig also clearly shows
that in the years following this crisis, povertyascontinued to rise, albeit less quickly.

Table 1. Economic Crises and Poverty in Selected Countries (headcount ratios)

country beforecrisis year of crisis changein

% points

Argentina® 25.2 34.6 9.4
(1987) (1989)

16.8 24.8 8.0
(1993) (1995)

Brazil°® 27.9 28.9 1.0
(1989) (1990)

Costa Rica 29.6 32.3 2.7
(1981) (1982)

Indonesia 11.3 18.9 7.6
(1996) (1998)

Korea 2.6 7.3 4.7
(2997) (1998)

Malaysia 8.2 10.4 2.2
(1997) (1998)

Mexico 36 43 7.0
(1994) (1995)

Thailand 9.8 12.9 3.1
(1997) (1998)

Venezuela 25.7 32.7 7.0
(1982) (1983)

40 44.4 4.4
(1988) (1989)

41.4 53.6 12.2
(1993) (1994)

Source Skoufias (2003: 1088) and Lustig (2000: 19)
Note Years are reported in parentheses. * 1 year #igecrisis; ° data for Argentina refer to GredBeienos
Aires; data for Brazil refer to all metropolitareas only.

Mendoza (2009), in his review on the effects ofraggte economic shocks on children, cites
that infant mortality rate increased by 2.5 peragatpoints following the economic crisis in
Peru in the late 1980s, 1.4 points in Indonesia eesult of the Asian economic crisis in 1998
and by 7 per cent above the expected levels in ddefallowing the 1995 crisis. Christian
(2010) reviews numerous cases of increased childafity and malnutrition resulting from
different economic crises in selected developingntges in Africa, Asia and Latin America.
Other studies reported by Mendoza (2009) and cogerazil, Tanzania and Guatemala
show how economic shocks led to higher unemploymages amongst the parents and, as a



consequence, to a higher probability of childreopging out of school and engaging in work
activities.

There are also likely to be long-term consequenéesisis on children as households adjust
to falling incomes by diminishing spending on edigraand healt, by substituting food
consumption towards lower quality items and by dmag intra-household resources’
allocation to the disadvantage of women and girls.

To understand the nature and the extent of thetsfigf the economic crisis in developing
countries requires a rigorous analysis of the trassion mechanisms at both the macro and
micro levels. In this study, we attempt to predst antethe impacts of the crisis, and
possible policy responses, on children in West @edtral Africa (WCA). As timely data
monitoring child well-being are not readily avai@lio guide the rapid implementation of
policies to protect children, we develop a presitnodel that anticipates the impacts of the
crisis on various essential dimensions of childfarel

The analysis is limited to three countries in WGC&pnesenting some of the diversity of
economic characteristics of countries in the regRurkina Faso, a landlocked country with
little integration into the world economy, mainlyirbugh exports of agricultural raw
materials such as cotton; Cameroon, a moderatébgrated country mainly exporting
natural resources such as oil and timber; and Gheslaintegrated into the global economy
and exporting both agricultural goods (cocoa) aathiral resources (gold and timber) with
significant inflows of foreign investments over tlast decade.

The rest of the paper is organized into four sesticA general overview of the expected

impacts of the crisis on developing countries, ipakdrly in WCA, and the main channels of

transmission is provided in section 2. The follogvsection summarizes the methodological
approach used to predict the specific impacts enthiree countries. The crisis and policy
response simulation scenarios and results areressand discussed in Section 4. The main
findings of the study are briefly summarized antbremendations made in the conclusion.

2. MACROECONOMIC IMPACTS OF THE GLOBAL ECONOMIC
CRISISIN WCA: AN OVERVIEW

In 2009, the world economy experienced its worstgomance since the Second World War
according to the IMF (2009a). World economic outpuforecast to have fallen by 1.1 per
cent in 2009. This marks a substantial downwardsiav from the forecasts that the IMF
presented in January 2009 and November 2008, wstrdkion of the difficulty in predicting
how the economic situation will evolve in the commonths and years.

Growing economic interdependence has consideraityeased vulnerability to global
economic crisis in both developed and developingnt@es. Analysts are unanimous about

% See, for example, Attanasio and Szekely (2004)Hercase of Mexico during the 1990s.
% As discussed, for example, in Dercon and Krish{2000) for the case of individual shocks in Ethijm
1994 and 1995.



the global nature of the crisis and reject any tadgding” of growth in developing countries.
However, Willem te Velde (2008) shows that struatweshanges and the increased role of
China have led to a significantly lower sensitivitiyeconomic growth in Africa with respect
to changes in growth rates in the OECD. Indeedfdwad that this "growth elasticity"
declined from 0.5 during the 1980s to 0.2 by 200072 suggesting that the fallout of the
financial and economic crisis emanating from indabted countries could be somewhat
cushioned for African economies.

The initial spread of the crisis to industrializadd emerging countries was mostly through
the financial sector as a result of their strontggnation into the international financial
system. In particular, exposure to subprime moegdmked them to the heart of the crisis.
According to the ILO (2009), the decoupling hypaiisefor emerging economies has proven
false, with the principal emerging economies alsm hit by the crisis.

In contrast to the industrialized and emerging ecaies that faced the direct effects of the
financial crisis, it is the ensuing global econoritsis that is most affecting developing
countries. The principal channels linking develgpatonomies to the global economy are:
trade, remittances, foreign investment and intésnat aid.

a. Transmission channels
e Trade

Worldwide, international trade recorded an aver@@eper cent annual growth rate over the
first half of the 2000s, more than double the 388 pent growth for global economic
production (Griffith-Jones and Ocampo 2009). Howeweternational trade in goods and
services has been more volatile than world outpuecent decades and, consequently, could
be an important channel through which the crisgpigad to developing economies (Griffith-
Jones and Ocampo 2009; World Bank 2008).

External trade in goods and services is an impbitamponent of developing economies,
particularly those in sub-Saharan Africa (SSA).ded, developing countries have among the
highest openness ratios in the world (tablé 2).

The crisis affects both the volumes and pricesafed products. The IMF (2009c) forecasts
a 15.0 per cent decline in export volumes for tdgaaced economies in 2009, with a
corresponding figure of 6.5 per cent in emergingl aleveloping economies. Imported
volumes are also forecasted to decline by 13.@afiger cent, respectively, in emerging and
developing economies. Prices of both energy and ewergy products also registered
substantial declines of 37.6 and 23.8 per cenpeasely, in 2009 according to IMF

forecasts.

* Trade links are measured by trade openness whitlei ratio of external exchange of goods and cesvi
imports and exports - to GDP.



Table2: Tradestructure by region (per cent)

Import Export Coverage

share share rate Openness*
Sub-Saharan Africa 1.1 1.0 92.C 67.6
Middle East and North Africa 3.8 3.9 104.4 60.1
Asia 17.1 19.5 113.7 43.4
South America 25 2.6 104.C 30.9
China 3.9 5.6 141.5 56.3
India 0.9 0.9 102.5 25.3
Russian Federation 1.7 2.2 127.3 65.7
North America 23.8 19.1 80.4 25.9
European Union 27 39.2 39.0 99.5 64.9
Rest of the World 6.0 6.2 103.2 61.0
All 100.0 100.0 100.0 44.2

Source:Global Trade Analysis Project (GTAP) 6
Note Openness = Ratio of export and import to GDP;eZage rate = ratio of export to import

The financial crisis significantly reduced economgiowth in emerging countries such as
China and India in 2009, placing downward pressorethe demand and prices for primary
products such as copper, petroleum and other nats@urces. These negative repercussions
for African economies, particularly for those thledport primary minerals, are undeniable.
Willem te Velde (2008) suggests that the developtogintries most at risk are those
maintaining close trade relations with the indadized countries in recession (e.g. Mexico),
but also those who are dependent on high inconsti@tst products (e.g. tourism in the
Caribbean and many African countries) and on espoftproducts for which world prices
have fallen (e.g. copper in Zambia). Consequerttlg, impact of the crisis on specific
developing countries should be directly relatethtar respective external trade profiles.

Export-import ratios (or "coverage rate"), measupgdoroduct group, draw attention to the
heterogeneity in the structure of external trade 38A (table 3). However, despite these
large variations, the region, including the threardries covered in this study, has a trade
surplus in primary sector products, which includgi@ilture and natural resources. SSA is
also an importer of both food and non food manui®st as well as services.

According to Griffith-Jones and Ocampo (2009), as@asequence of the crisis, countries that
export manufactures and services can expect andeiriithe volume of their transactions,
whereas exporters of primary raw materials are nikety to face a drop in international
prices. Therefore, the threat of deterioratingrimaéional trade in agricultural products and
natural resources induced by the economic crisighanore heavily over SSA. According to
Griffith-Jones and Ocampo (2009), SSA can expeaxjeerience shocks more in terms of
prices than volumes. However, they benefit frontirfgl prices for non food manufactured
goods and services and food.



Table 3. Coveragerate (import to export ratio)

Burkina -~ eroon Ghana SSA MENA  Asia, Soulh

Faso America

Agriculture 1.3 19.7 34 41 0.4 0.4 3.7
Mining and minerals 2.3 1.6 2.4 537 29.7 0.2 4.1
Processed food 0.1 0.2 0.1 0.6 0.3 0.6 3.5
Other manufacturing 0.3 0.9 01 05 0.6 1.3 0.7
Services 0.6 1.1 - 06 0.8 1.0 0.6
All 0.4 1.1 05 0.9 1.0 1.1 1.0

Source Global Trade Analysis Project (GTAP) 6

Note: Coverage rate=Export to import ratio; SSA=Sub-8amaAfrica (excluding South Africa); MENA =

Middle East and North Africa, including Israel aedcluding Turkey; Asia excluding China, India arme t
Middle East.

Figure 1: Food, energy, metal and agricultureraw material priceindices, 2005-9

Food Fuel (energy) seesve- Metals = = = Agricultural Raw Materials

o

Jan 2005
Mar 2005
May 2005
July 2005
Sept 2005
Nov 2005
Jan 2006
Mar 2006
May 2006
July 2006
Sept 2006
Nov 2006
Jan 2007
Mar 2007
May 2007
July 2007
Sept 2007
Nov 2007
Jan 2008
Mar 2008
May 2008
July 2008

Sept 2008
Nov 2008
Jan 2009
Mar 2009
May 2009
July 2009
Sept 2009
Nov 2009

Source:International Monetary Fund.

Note: Description: Price Index, 2005=100; Food includesre@l, Vegetable oils, Meat, Seafood, Sugar,
Bananas, and Oranges; Fuel (energy) includes Grildpetroleum), Natural gas, and Coal; Metals iies

Copper, Aluminium, Iron ore, Tin, Nickel, Zinc, Leégaand Uranium; Agricultural Raw Materials includes
Timber, Cotton, Wool, Rubber, and Hides

Commodity prices reached record levels in 2008ufggl). Since the third quarter of 2008,
the global economic recession has been accomphyiadsubstantial decline in commodity
prices. Over the first quarter of 2009, the avena@eluct price index was at the same level as
the second quarter of 2005, four years earlierwBen July and December 2008, the global
price index of energy recorded the most extremke 68 per cent, followed by food and
metal prices, respectively, by -45 and -33 per oeet the same period. The fall in the global
price indices for agriculture raw materials wasslegtreme with -28 per cent between July
and December 2008. Commodity prices have recortiexhgs gains over recent months.
Energy and metal prices indices have reboundeckcesply by 50 and 44 per cent between
December 2008 and 2009; agriculture raw materiald #od prices have also posted
respectively 28 and 17 per cent increases ovesghe period.

Countries that are dependent on energy and miagpalrts and food imports are particularly
vulnerable to the price changes resulting from gladal economic crisis. With the higher



reductions in their export revenues than their irtgpexpenses, these countries face pressures
on their current account balances. Agriculture etipg economies in SSA are expected to be
less negatively impacted by the decline in comnyoplitces consecutive to the global crisis.
These economies are highly dependent on energyoaxdimports and are likely to benefit

more from the decline in their import prices.

According to Willem te Velde (2008), countries wah external current account deficit are
most at risk, facing strong pressures on their amgh rate and inflation. Countries exporting
natural resources have benefited from higher pracesimproved their terms of trade over

the last few years. Consequently, many of themraaebetter position to deal with the crisis,

compared to the agricultural and manufacturing ebgpe in SA. On the other hand, the drop
in energy prices is favourable to net petroleumdrtipg countries after the recent surge that
contributed significantly to deteriorating theirtesnal current account.

The consequences of the crisis on the Figure 2: Export structure, Burkina Faso

economy of Burkina Faso are likely to
be felt in all sectors, in particular
those linked to the global economy. A
decline in export volumes and prices
is expected. Indeed, in recent years,
Burkina Faso's exports are
increasingly dominated by products
that are dependent on global demand
conditions, in particular cotton fibre
and livestock products (Figure 2). The
expected decline in exports is mainly
attributable to a contraction in the
volume of exports of cotton and,

Others
30%

Livestock
products
13%

consequently, the fall of 56 per cent ifiource:National Accounts 2004

cotton price from its peak in March

2008 to March 2009 (figure 6). Since
then, the prices of cotton rebounded
by 49 per cent between mid- and end
2009. Livestock products witnessed a
moderate decline of 17 per cent from
August 2008 to August 2009, and
have stagnated since then.

Shocks to prices of Cameroon's major
export commodities  (oil and

petroleum products) remain the
principal transmission mechanism of
the crisis to the economy, coupled
with the decline in global demand for
many other export products such as

Figure 3: Export structure, Cameroon

Others
30%

Timber
16%

timber and, to a lesser extent, rubbetgurce National Accounts 2007



cotton, and aluminium (figure 3).
Cameroon’s main export product, oil Figure 4: Export structure, Ghana
and oil products, posted a severe
decline after reaching an all time
record price in July 2008. In the
second half of 2008, the price
correction was drastic: -63 per cent
(figure 1). Therefore, export revenues

are expected to fall by 1,017 billion

CFA francs, representing 9.9 per cent

of the GDP, between 2008 and 2009/ mber
with 40 per cent imputed to the fall in o%
oil export revenues (IMF 2009d).

Ghana depends primarily on natur&lource:National Accounts 2005
resources: gold, cocoa, and timber for
its foreign exchange (figure 4).
Ghanaian external trade of goods and
services is expected to be less severely
affected by the crisis than many other  mFcod mOil = Capitalgoods — Others
countries largely due to favourable ..,

terms of trade developments
associated with continuing strong
export prices for gold and cocoa 60%
(figures 7 and 8) and a less severe .,
decline for timber (figure 9) — its two
main exports, and the lower prices of
fuel, food, and machinery (figure 1), 0%
which are the main components of Burkina Faso  Ghana Cameroon
Ghana’s imports (figure 5).

Figure5: Import structure

S0%

20%
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Figure 6: Global prices of cotton and livestock products (US $ cents per pound)
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Source:International Monetary Fund (February 2009) avddaat
http://www.imf.org/external/np/res/commod/index.asp

Note: Cotton Outlook 'A Index', Middling 1-3/32 inch pta, CIF Liverpool; Simple average price of beef
(Australian and New Zealand 85% lean froes, FOB. Wrport price), poultry (whole bird spot price, @Ggia
docks) , lamb (frozen carcass Smithfield, Londem)ine (51-52% lean hogs, U.S. price)

Figure 7: Global prices of cocoa (US $ per metric ton)
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Figure 8: Global pricesof gold (US $ per fine ounce)
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Figure 9: World prices of timber and timber products (US $ per cubic metre)
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Note: Simple average of Hard Logs (Best quality MalaysMeranti, import price Japan), Hard Sawnwood
(Dark Red Meranti, select and better quality, C&Kport), Soft Logs (average export price from th&. for
Douglas Fir), Soft Sawnwood (average export priceauglas Fir, U.S. Price)

* Remittances

According to World Bank (2008) and Willem te Vel{®008), the financial and economic
crisis will reduce remittances, with lower numbest migrants and smaller amounts
transferred per migrant. Migrants are a vulnergpotaip in their host countries, particularly

new arrivals, who have the most difficulty in findi or maintaining employment during an
economic crisis (ILO 2009).

A slowdown in remittances’ growth was already reagisd between 2007 and 2008, from 16
per cent in 2007 to 7 per cent in 2008 (Ratha, Maltra and Silwal 2009). Although
remittances are not necessarily a major transrmsgiannel of the crisis, their decline could
be one of the factors that will prolong it accoglio Griffith-Jones and Ocampo (2009).
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The DGEP (“Direction Général de 'Economie et l&®sion”) in Burkina Faso forecasts a
decline of 2.2 per cent in remittances in 2009,clhwill undoubtedly contribute to reduce
household consumption and savings. Although acaogiranly for 0.8 per cent of GDP,
remittances in Cameroon are also expected to yall.b per cent of GDP, which corresponds
to nearly 5.3 billion CFA francs according to anAMeport (2009d). In Ghana, according to
Bank of Ghana data, net inward private transfeltsfiem 507.63 million US$ in the first
quarter of 2008 to 397.08 million US$ in the figstarter of 2009.

» Foreign investment

The economic crisis is expected to reduce the velaihinflows and increase the cost of
capital for developing countries. While developirmuntries remain weakly integrated into
international capital markets compared to emergognomies, the crisis could compromise
the momentum achieved by a number of growing Africauntries in terms of mobilizing
foreign capital (Griffith-Jones and Ocampo 2009).

According to UNCTAD (2009), FDI towards marketsemerging economies fell by 10 per
cent in 2008. OECD estimates are even more pesginpsedicting that Latin America and
Africa will not be spared from falling FDI. Courgs that rely heavily on FDI may therefore
be more at risk than others (Willem te Velde 2008wever, a World Bank review of
studies on previous economic crises points out tagital transfers and investments —
particularly FDI — are less stable than exchanggoods and services or remittances (World
Bank 2008).

The decline in the volume and price of exports setdlower profit margins for exporters,
implying lower profitability for investment projext Combined with the crisis in liquidity and
confidence in financial markets, bank loans coufdlargo unprecedented declines. The
World Bank (2008) review on past financial criseslicates that the 1995 peso crisis in
Mexico was marked by a reallocation of banks’ ficiahportfolios to the detriment of loans.
The enormous fall in the volume of credit offergdldanks especially affected the supply of
commercial credit.

Foreign investment in Burkina Faso is expectederide due to uncertainty and falling rates
of return. In particular, FDI targeting mining, tbaonstruction and manufacturing industries
are at risk. Indeed, important road and infrastmecprojects are already on hold or lagging,
likely because of the crisis. According to projens by the DGEP, FDI was 36.5 billion CFA
francs in 2008, more than three times lower tha@(df7, and appears to be continuing to
deteriorate with the contracting global economy.

Several large investment projects have been postbon Cameroon because of the tighter
international financial conditions, particularly ithe sectors of energy, aluminium and
mining, as reported by the IMF (2009d). Accordiongthe latter, foreign capital inflows are

expected to fall by 86 billions of CFA francs, repenting 0.8 per cent of GDP.

Data compiled by the Ghana Investment PromotionnCibwon FDI shows that inward
investments in the first quarter of 2009 was omig-third of the level of a year earlier. In the
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area of portfolio investments, Ghana benefited 0072 and early 2008 from foreign
investments in the domestic treasury bill markes. risk aversion increased following the
global financial crisis, these investments werdlpdiquidated in late-2008 and early-2009.
Ghana issued a debut Eurobond in late 2007 anccarasdering further market placements
in late 2008. These were cancelled when Ghana'&ehaccess was effectively closed as a
result of the global crisis. With regard to privatiion proceeds, the country experienced
inward capital investments associated with divestg in both 2007 and 2008. Given the
increased risk aversion after the global financi#is, further such revenues are not in near-
term prospects. Private remittances and capitalsflare projected at $2.2 billion in 2009,
down from more than $4 billion in the preceding tyears. This shortfall accounts heavily
for the projected balance of payments deficit i02@nd for the projected continuing decline
in foreign reserves. Without any exceptional finagan 2009, gross reserves would decline
to a projected $1.5 billion (1.5 months of impartyyith $450 million of exceptional
financing from the World Bank, IMF, and other bded! creditors, foreign reserves would be
stabilized in 2009 at a projected $1.95 billiorB(inonths of import cover).

e |International aid

International aid commitments made at the SummitS&leneagles (2005) and Monterrey
(2002) were already not being respected, but the @f official development assistance may
be further adversely affected by the crisis. Thabf@m of indebtedness and the instability of
fiscal policy in industrialized countries could égely affect development aid and donor
countries’ commitments to contribute 0.7 per cehtheir GDP to developing countries

(Willem te Velde 2008). As such, countries that efep on international aid face elevated
risks of being affected by the global financial awbnomic crisis. However, World Bank

(2008) suggests that international aid would be l#sest volatile component and debt
servicing costs are the main difficulty that deyahg countries could be confronted with in

the case that the global economic crisis inducesomtraction in their economy. The

mobilization of foreign aid depends not only on doaditions of donor countries but also the
performance of the current IMF Policy Support lastent (PSI). For example, IMF (2009c)

projections indicate a slight decline of foreigd eeceived by Burkina Faso from 2.9 per cent
of GDP in 2008 to 2.8 per cent of GDP in 2009.

b. Macroeconomic impacts

For developing countries, the crisis is very likedycompromise recent growth and poverty
reduction achievements by exacerbating the impattthe energy and food crises that
immediately preceded it. While increasing integnatof these economies into the global
economy had been a source of significant economoevth in the previous years, this
exposure has also made their economies more vbledaxaglobal crises (World Bank 2008).
It is also expected that developing economiesjqdatrly those in sub-Saharan Africa, will
be less able to adjust to the crisis than industed economies because of their weaker
macroeconomic, fiscal and financial contexts. &tigvidence already points to substantial
impacts on our focus countries.
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 BurkinaFaso

In Burkina Faso, rising oil and food prices, fadjimemittances, the massive return of
emigrants and poor rainy seasons have all congribmtcompromise growth and poverty
reduction over the last decade. The countries qgitat GDP is estimated at 480 US$ in 2008
(Annex | - Table 1). Average growth rate of GDP vi&a8 per cent in real terms between
2005 and 2008 and is expected to fall to 3.5 pat £e2009, according to IMF projections
(IMF 2009b). The economic slowdown in 2009 is ldygdue to difficulties faced in
agriculture, in particular the cotton sector. Iotfagriculture has suffered from poor spatial
and temporal distribution of rainfall and floodinop several regions, resulting in
disappointing growth rates in the primary secto@ @er cent and -0.5 per cent, respectively,
in 2006 and 2007. Most dramatically, cotton produrctell by 33 per cent from 649,400 tons
in 2006/2007 to 434,000 tons during the 2007/208&maign. The impacts of this fall in
production are exacerbated by the recent declingraducer prices. The global economic
crisis will certainly increase the difficulties oe agricultural sector by further reducing
producer prices and access to trade credit.

e Cameroon

With an average economic growth rate of about 4cpat annually over the past half-decade
and an income per capita of 1,150 US$ in 2008 (Anhe Table 1), Cameroon's GDP
growth rate is expected to fall to 1.6 per cen2@®9 according to IMF (2009a) forecasts.
The deteriorations of the external position — maitie to the substantial decrease of the
prices of its main export commodity, i.e. oil andtnpleum products - and of the fiscal
account are identified as the main causes of thisd®wn. The net increase in the external
current account deficit is estimated at 7.6 pet o€&GDP, bringing foreign currency reserves
from 6.2 to 4.5 months of imports between 2008 20@P (IMF 2009a). The fiscal surplus of
2 per cent of GDP in 2008 is projected to transforta a 1 per cent deficit in 2009.

e Ghana

Like many countries in sub-Saharan Africa, Ghanaxiseriencing the impact of the global
crisis. Although Ghana’s exports are expected téebe severely affected by the crisis than
many other countries given persistent strong expaces for gold and cocoa - its two main
exports - private remittances are falling, foredjrect investment appears to be lower, and
access to global credit has suffered a setbackserdevelopments have had a direct impact
on the balance of payments, domestic demand, aoostc growth. At the same time,
currency pressures have triggered higher inflatrequiring tighter monetary policy, with
further adverse impacts on economic activity. Tlegrde of economic slowdown in 2009
remains uncertain, as quarterly GDP data are nopded in Ghana. The Bank of Ghana’s
Composite Index of Economic Activity (CIEA) at tleed of May 2009 declined by 2.2 per
cent in real terms relative to the previous yeaggesting real GDP growth below the 5 per
cent mark, down from the peak of 7.3 per cent i080Similarly, the Bank of Ghana’s
survey of business and consumer confidence in 2008 reported a decline in optimism
compared to the April 2009 survey. The IMF’s regibaconomic outlook in October 2009
forecasted a 4.5 per cent GDP growth rate in Ghasparesenting a reduction of 2.8
percentage points compared to the 2008 perform&iomier economic growth is having a
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clear impact on government revenue collectionshwibmestic VAT collections and
corporate income taxes falling 27 and 17 per cesgpectively, below government target
levels in the first half of 2009. At the same tinpeplic deficit financing has been adversely
impacted. No financing from international creditrkets or through sales of national assets
to foreign investors is projected for 2009-2010npared to financing in the range of 4-6 per
cent of GDP during 2007-08. In terms of the balaptpayments, lower remittances and a
decline in capital inflows contributed to a shagzlthe in foreign reserves in late 2008 and
the first half of 2009. The Ghanaian national cucse (Ced) depreciated significantly
through late-2008 and into 2009, contributing tbstantially increase the 12-month inflation
rate from the 10 per cent range a year earliefdsecto 20 per cent through the first half of
2009. A significant contribution to this trend carmem import prices, including a 30 per
cent rise in petroleum product prices that lednitreased transport costs in May 2009. The
main social and economic characteristics of thentglare presented in Annex | - Table 1.

3. METHODOLOGICAL FRAMEWORK

The impact of global financial and economic crisisexpected to differ among developing
countries depending on their initial conditions ahdir links to the international financial

market and the global economy. It is also likelydiffer substantially between individuals

and households within any given country accordmtheir sources of income, consumption
patterns and other characteristics.

Figure 10: Transmission channels of the global economic crisisto children
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As depicted in Figure 10, the global economic reicesaffects the demand for and prices of
commodities traded by these countries, foreign llial, and remittances. These changes have
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large and varying impacts on product markets, factwarkets, government finances,
international trade and households. To capturetheacro-economic analysis is required.

In order to then track the impacts of these chawgemdividual households, their members,
and in particular children, the macro level anayseeds to be complemented by a micro-
investigation. Consequently, a combination of maemd micro- analyses is needed to fully
capture the effects of the global financial andneooic crisis on developing countries and to
help formulating policies to mitigate their effecis households and children.

Macro-economic analysis estimates the potentialohpf the global crisis and alternative
policy responses on key variables such as wags, ratgployment, food and non-food prices,
etc. Given the magnitude of the shocks engendeyethé crisis, a computable general
equilibrium (CGE) framework is required to incorpte the structural aspects of the
economy and capture the many and varied directirgidect interactions between factor
markets, good markets, households, governmentatprifirms and the foreign partners.
However, CGEs generally cannot distinguish the ictgpan individual households and their
members, as required to evaluate the poverty,traual, educational and health impacts on
children.

The micro-economic analysis is based on modelsndividual and household behaviour

using data from household surveys. The effecth@fgiobal economic crisis on households
and individuals can be felt in terms of changegnmployment opportunities and earnings,

commodity prices, private and public income trarssfand the provision of public services.

The extent to which such effects impact on houskant individual welfare depends primarily

on their income sources and consumption patterogndke an appropriate micro-economic

analysis we need to take account of the abilithadseholds and individuals to adjust their
consumption behaviour to changes in relative prceshousehold income, as well as to adjust
their income-earning behaviour.

A combination of the two methodologies is esserttiatapture the impacts of the global
crisis on households and children in WCA and deadgquate policy responses in a way that
will also provide guidelines for targeting intertiems in the most effective manner. The
methodology followed to model the macro channelaesas the variables linking the macro
to the micro model and the outcome variables faldolell-being is described in detail in
Bibi, Cockburn, Fofana and Tiberti (2010a).

a. Modelling the macro channels of the global economic recession

The macroeconomic assessment of the global econorais on developing economies uses
a CGE approach. A CGE model is a multi-market maden economy based on real world
data. The technique uses a system of mathematjoatiens that represent the behaviour of
all agents (producers, factors, consumers, govemjmetc.) in a market economy,
incorporating its specific institutional and stnui@l characteristics. They are widely used to
analyze the sectoral and distributional effectsxternal shocks and macro polictelost

® They are primarily based on neoclassical theorgesferal equilibrium, first formulated by Léon Warin
1877 and later formalized by Arrow and Debreu ()98dd McKenzie (1954, 1959, 1981). Improvements in
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equations are derived from microeconomic theorygi$yiag how agents adjust the quantities
supplied and demanded in each market in responpede changes. There are also a few
macroeconomic equations ensuring that the behaviotieconomic agents are consistent
with macroeconomic constraints. The resulting modethen used as a "laboratory” to
conduct simulations of the impacts of shocks arlttigs to explore their respective impacts.

The CGE framework used in this study is based @nrthoclassical-structuralist general
equilibrium theory. The model captures impacts aydpction, consumption, factor markets
and prices in an economy in which agents adoptitpaofl welfare maximizing behaviour.
Market prices adjust in order to reconcile endogensupply and demand decisions, thus
determining levels of production, employment andistonption. The model is adapted to
capture a number of structural features of the istudeconomies, such as the initial
production structure, market segmentation and pigpdities.

b. Modeling of the linking variablesin the macro model

In order to assess the distributional and childfavelimpacts of these shocks and eventual
policy responses, we must first transmit changesommodity and factor prices, as well as
employment levels, to the micro level. Existing moamicro models differ primarily in the
type of effects examined and the mechanism usédk® its two components. As described
by Essama-Nssah et al. (2007), one can identiffdih@wving three types of effects to track
the distributional impact of macroeconomic shoakd policies:ithe price effecter change in
prices of factor endowments and purchased gabésteallocation effects.e. change in the
use of domestic resources; attte endowment effecter change in the availability of
resources.

We propose to use a sequential “top-down” approfatlowing Robillard, Bourguignon, and
Robinson (2008), to link the macro and micro congmis of our analysis. The model
attempts to capture the price and reallocationcesfef the global financial and economic
crisis® The macro- and micro- models are run over a pafdtree years: 2009-2011. While
this is suitable to capture most of the shocks @atad with the global crisis at the macro-
level — i.e. trade and trade prices, FDI, foreighand some government policy responses —
the change in remittances from family members gviand working abroad and other
government policy responses, such as the changebiic transfers, can be simulated both at
the macro- and the micro- levels.

The global crisis could have quite complex distritmal effects on households and children.
The effects of the global economic crisis on hootahand their members can be felt in
terms of changes in commodity and factor pricespleyment opportunities and earnings,
private and public income transfers, and the promisf public services. The extent to which
such effects impact household and individual welidepends primarily on their connection to
the market, their factor endowments and consumptatterns, and their ability to adjust to the
shocks through changes in their consumption pattéabour supply and savings behaviour.

data collection and advances in computer technotoglysoftware have enhanced their applicationppdied
policy analysis.
® We do not integrate the endowment effects accgrtirthe short perspective of the analysis.

16



While these impacts will be the focus of the miarmalysis, it is important that the macro
analysis simulates the impact of the crisis onkiéne variables driving this micro-economic
behaviour: commodity price, wage rates, employmvaniations, non-labour income (figure
10).

c. Modelling of the linking variablesin the micro model and the outcome variables
for child welfare

The main objective of the analysis at the micrcelag to assess the effects of the global
economic crisis and various possible policy respsnsn different dimensions of child
welfare in Burkina Faso, Cameroon and Ghana medsboye monetary poverty, caloric
poverty (or “hunger”), school participation, chlebour and access to health care services.

Most poverty and inequality analysis is conductethe household level. However, given our
preoccupation with the impacts of the global relces®n children, we include detailed
information on all individuals in the micro model analyze poverty and inequality effects at
the individual level. We do not attempt to modekarhousehold allocation decisions and
instead simply assume that consumption is shareiaddy (proportionally to caloric needs)
among members of each household. As a consequeshdés and children are considered to
be monetary or caloric poor if they belong to a setary or caloric poor household, i.e. a
household for which per-adult equivalent consumpgapenditure is less than the poverty
line or the per adult equivalent daily calorie aomgtion is below 2450 kcal (for Burkina
Faso a caloric poverty line of 2283 kcal is usedhes food component in the monetary
poverty line is based on this minimum caloric regoient, INSD 2009).

Hereafter the methodologies followed to estimae pbtential impact of the crisis on the
different dimensions are briefly presented. Changeshild monetary poverty under the
different scenarios simulated in this analysisagtured through a Cobb-Douglas approach,
using household specific preferences but with fikediget shares. A more sophisticated
approach allowing for substitution effects, suctaasAlmost Ideal Demand System (AIDS),
was not possible with the available micro dafsggregate household consumption, deflated
by a per adult equivalent scale based on minimuoricaneeds and by relevant spatial and
temporal deflators, is the variable used to asskanges in monetary poverty, according to
country specific absolute poverty lines. Change®al expenditure are affected by two main
channels: income and consumer prices. Changegahingcome are the result of the sum of
changes in total income from: wages (affected hyatians in both wage and employment
rates); self-employment in agriculture and non @gtire sectors; transfers (public and
private transfers and dividends). Changes in coesymmces affect real expenditures through
household purchasing power.

Child monetary povertys measured by comparing each child’s real tatpkeaditure to the
expenditures required to satisfy his/her basic seeslreflected in the values of a typical
consumption basket used to determine the natiomalerpy line. As the individual
expenditure used to assess poverty changes overaim across the different scenarios is
expressed in real terms (and thus varies with peieanges), the official absolute poverty

" A similar approach (Quadratic Almost Ideal Dem&ystem) was followed in Bibi et al. (2009).
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lines for the three countries are kept at theitiahiofficial value. The child poverty rate
(which is the main poverty measure shown and dssdi®elow) is a measure indicating the
percentage of the total child population livinghiouseholds whose equivalent consumption is
lower than the poverty line.

The second dimension we analyze focuses on calorisumption. Specifically, we define a
child as suffering ohungerwhen her/his daily calorie intake is below 245@lk@r 2283
kcal for Burkina Faso). As for hunger rates in ¢héd population, nutritional tables specific
to each countfyare used to derive the caloric contribution of phimcipal food items and,
based on the estimated individual food consumpt{bonssehold food consumption per adult
equivalent), to calculate individual calorie intake the base year and under the different
scenarios simulated in our analysis. As for the etany poverty analysis, a unitary model
assigning part of the household consumption to eachvidual proportional to their
respective equivalence scales (based on age andssaged. Calorie intakes are affected
across the different scenarios by changes in holdehcome (which are obtained as
described before) and by changes in food pricesheg modify the quantities of food
consumed in the Cobb-Douglas formulation. Howevely dor Cameroon we have the
suitable data to fairly appropriately estimate dalaconsumption. Indeed, the household
survey used for Cameroon provides the informati@iug and quantities consumed) required
to calculate unit prices for every consumed foedhitthat is the price actually (or potentially,
in case of self-consumption) paid by the housefidtdr the other two countries we were
obliged to use a regional official price (distingioed by urban and rural areas) to get the
guantity consumed by each household. This offjiele — collected by the country statistical
office — is likely to be higher than the price adty paid by households as it is collected in
major markets, covers only market-traded goods, does not necessarily reflect the same
quality of good as that actually consumed by theskbolds, particularly poorer households.
This approach may clearly overestimate initial hemgates to the extent that it
underestimates quantities actually consumed. Irlgizels of hunger reported for Burkina
Faso and Ghana should be then treated with cawitmugh the subsequent variations —
which are our prime interest — should be less &dtecThe approach followed to simulate the
impact of the crisis on hunger strictly refers talocic intake and its changes over the
simulated scenarios. It thus does not pretend v@ @ fully comprehensive picture of
nutrition-related issues. It mainly aims at captgrpotential changes in the food quantity
(translated in changes in calorie intake) rathantthanges in the diversity and the nutritional
guality of food consumed by households and theildan and looking at other nutritional
components such as proteins, minerals and vitamhgh are very likely to be affected
during economic shocKS.

Impacts onschool participationand child labour are studied simultaneously through an
econometric model, where real expenditure is threabke through which the effects of the
crisis and of policy responses are captured. Oithmdividual, household and community
characteristics are inserted in the model as catesriand are assumed to be unaffected by the

8 Barikmo et al. (2004) for Burkina Faso and Camardgyeson and Ankrah (1975) for Ghana.

° As presented in Bibi et al. (2010a), a mediangocialculated at the district level was used.

10 See the supplement, “The impact of climate chatigeeconomic crisis, and the increase in foodegrion
malnutrition”, Journal of Nutrition, Volume 140sise 1, January 2010 (in particular, Brinkman ét al.
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crisis. Households are assumed to choose amonglifberent situations for each school-age
child: attending school and not working; attendshool and working; working and not
attending school; neither working nor attendingostt("idle™). Where possible, child labour
is constructed according to a definition where #dcis considered to be a labourer if s/he
spends at least one hour (14 hours if aged betd2emd 14 years) in economic work or 28
hours in domestic work per we&kThis is the definition used for Ghana and Camerbomn
not for Burkina Faso because of the lack of infaramafrom the household survey. Here, a
child is defined as “labourer” if s/he does anyremic related activities irrespective of the
number of hours devoted to it. Domestic work isstignored here for lack of information.

Similarly, we used an econometric model to simuth&eeffects of the different scenarios on
the decision to consult laealth servicdor an ill child and then, amongst children who do
consult, the effects on the choice of type of thalth facility consulted (grouped under four
different categories according to the quality ditlservices).

The effects of the crisis and policy responsesatoal participation, child labour and access
to health services are captured only from the demside (through changes in real
expenditure). One important limitation is the paqality of the household surveys on
information regarding the supply side determingnés detailed information on school and
health facilities).

A main goal of this analysis is to guide policy raek towards the adoption of effective
policy responses that counteract the negative tsffeicthe global economic crisis on child
poverty. The characteristics of the interventioresspwopose are discussed below. A targeted
cash transfer has significant and specific impidet on the methodology also for the micro
model: it is in fact on the micro side that we ddentify poor children, predict their poverty
status and target them for cash or in-kind trassfer

A major challenge in applying a targeted cash teansolicy in the real world is to correctly
identify the poor. Due to the lack of reliable infaation on the income levels of the
households, the government is required to prebait poverty status using a limited number
of individual, household and geographic charadiesswhich are easily observable by the
government and not subject to manipulation by tidvidual. To do that we estimate the
relationship between these characteristics andnekijpees (per adult equivalent) observed in
the household surveys. After the relationship tsveded, it is then possible to predict the
individual expenditures and the individual povestatus of all individuals in our household
survey in order to simulate the actual implemeatatof the policy. By comparing the
predicted and actual (according to the househaldeguexpenditure data) poverty status of
the survey households, we are able to evaluatly likegeting errors: namely under-coverage
(poor individuals excluded from the social safetgggamme because predicted as non-poor)
and leakage (non-poor individuals benefiting fraamsfers because erroneously identified as
poor). The administrative costs faced by the gawemis to put in place the policies
proposed here are not taken into account and wsedhly include the total amount of cash
transfers allocated or the cost of the subsidiesiged.

™ For the definition see also the statistical sec(aee “social protection” area) of www.childirgog
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The total amount transferred to predicted poordeit is equal to 1 per cent of GDP in terms
of the year of the household survey used for therareéconometric analysis. We made the
hypothesis that all the transfers received by céildiving in the same household are pooled
and shared equitably among all the household mesnBsrwe cannot know what allocation
rule is in force within each household, we ado@edlatively neutral approach.

d. Data

Macroeconomic analysis

CGE models are operationalized through a procethat involves calibrating the model
parameters such that the model exactly reproddeesénchmark situation given by the
Social Accounting Matrix (SAM). Therefore, the modequires a benchmark data set
presented in the form of a SAM.

The SAM is the presentation of the national acceumta condensed matrix form with an
important property that the sum of the row eleménequal to the sum of the corresponding
column elements. It is a consistent quantitativenmeconomic data framework representing
the flows between different sectors and instituialaimits within an economy during a given
period of time, in general, one year. The SAM ierdéfiore consistent in the sense that it
describes a general equilibrium of an economy.

We use the most recent SAMs available for Burkiaad; Cameroon and Ghana, which date
to 2004, 2003 and 2005, respectively. The globrfcial and economic crisis started when
the global economy was still facing the energy &maldd crisis. In order to separate the
outcomes of these different crises and focus ongtbbal economic crisis on children in
West and Central Africa, the SAMs are updated tar ®9H08 using recent macroeconomic
data and a cross-entropy method to balance the JAdfana, Cockburn and Lemelin 2005).
Finally, the resulting SAMs are adjusted to accdantan increasing category of workers
and, thus, labour market segments and other cleaigicts required in analysing the
distributive impact of the global economic crisis leouseholds and children. Below are list
of the main features of these SAMS.

Burkina Faso: 28 activities; 30 commodities; 2 factor earnirfg®ge and operating
surplus); 8 Representative household categoriegsgvkernment ; 1 Corporation; 1 Rest
of the world

Cameroon: 42 activities; 42 commodities; 4 factors earsirfgnskilled, skilled, land,
and other capital); 1 Representative householdjoage1l Government ; 1 Corporation;
1 Rest of the world

Ghana: 56 activities; 59 commodities; 6 factors earsitigelf-employment, unskilled,
skilled, land, other agric. Capital, non agric. ital)y 2 Representative household
categories ; 1 Government ; 1 Corporation; 1 Resteoworld
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Microeconomic analysis

With regard to the micro analysis, we used thestatvailable nationally representative
household surveys. These are the “Enquéte supladitons de vie des ménages” (ECVM)
carried out in 2003 in Burkina Faso, the “Troisiéfirquéte Cameroonaise aupres des
Ménages” in 2007 (ECAM lll) and the “Ghana Livingg8dard Survey” done in 2005/06 for
Ghana. The “base-year” of our analyses is thusesgmted by the year in which the national
surveys were carried out: 2003 for Burkina Fas®5206 for Ghana and 2007 for Cameroon,
and we made the hypothesis — strong but necessé#ng iabsence of reliable data — that both
the distribution and the level of consumption aedenues did not change between the year
of the survey and the base year of our analysis.

4. SIMULATION SCENARIOSAND RESULTS

The impact of the global economic crisis is capluterough the four main channels —
external trade, private remittances, foreign investt, and international aid — that link these
three WCA economies to the global economy. Thegemeé trends are highlighted and
hypotheses are developed concerning the impadiseoéconomic crisis on those channels
over the 2008-2011 period studied. Government edip@es are assumed to remain constant
and the increase in government deficit, inducedth®y fall in domestic tax revenue and
foreign aid inflows, is assumed to be compensdtexligh increased domestic borrowing.

a. Simulation scenarios

The July 2009 IMF report predicts stabilizationdarly 2010 and recovery beginning in the
second half of 2011. On the basis of this infororatn the situation of the global economy,
the study simulates the shocks introduced by tbkeajlcrisis during the next three years with
the following scenario: crisis in 2008/09, stalatipn in 2009/10, and beginning of recovery
in 2010/11.

The crisis period in 2008/09 is characterized bygoatraction in all linking variables.
Changes in world import prices are observed in lEabases. The magnitude of the impact
of the crisis on country-specific import pricexlesely linked to the structure of the external
trade in each country. Hypotheses are made onhtaeges in other linking variables based
on official reports published by the IMF (for extal trade), the World Bank (for
international remittances), the European Commufidy international aid), and UNCTAD
(for foreign investments).

While other linking variables are assumed to renaitheir 2008/09 levels with assumed
stabilization of the crisis in 2009/10, commoditycps are expected nonetheless to increase,
as is currently being observed in most commoditykeis.

The world economy is assumed to begin recovery fthm global economic crisis in
2010/11. This translates into an increase in conityqiices and other macro variables, i.e.
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export demand, foreign investments, developmentand private transfers. The simulated
growth rates in linking variables follow the trealdserved during the pre-crisis perigd.

Results drawn from the simulated crisis scenar® @mpared to a simulated scenario
without crisis, called baseline or “Business as dals@BaU) scenario. This BaU scenario
assumes that the changes in variables linking dpued economies to the global economy
follow their respective pre-crisis historical trand’able 4 summarizes changes in the linking
variables for the three countries studied. Det#Hilhese scenarios are provided in Annex |l.

Table4: Changesin linking variables (per cent)

Burkina Faso Cameroon Ghana
2009 2010 2011 2009 2010 2011 2009 2010 2011
Baseline (BaU) scenario

World price of imports 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Export volume 40 3.6 3.3 5.0 4.6 47 123 120 114
Foreign investments 105 9.6 8.9 0.0 0.0 0.0 11.0 9.9 9.0
Foreign aid 74 6.9 6.5 0.0 0.0 0.0 2.7 2.7 2.6
Private remittances 75 7.0 6.5 0.0 0.0 0.0 7.0 6.4 5.8

Crisisscenario
World price of imports -18.1 4.9 4.9 -9.4 1.3 0.0 -19.2 10.1 10.2

Export volume -6.5 0.0 3.3 0.2 3.6 3.2 5.0 0.0 114
Foreign investments -42.0 0.0 8.9 -35.0* -15.00 5.0 -42.0 0.0 9.0
Foreign aid -12.7 0.0 6.5 -50 9.0 -6.0 -14.0 0.0 2.6
Private remittances -11.6 0.0 6.5 -125 -20.0 20.0 -11.6 0.0 5.8

Source:authors’ calculation. See also Annex Il
Note: * Reserves

b. Child welfarein the baseline scenario (without crisis)™

* Monetary poverty

Child monetary poverty rates presented and disdusséhis study are calculated using the
national absolute poverty liné$As national poverty lines differ across the thceentries,

any attempt at ranking the countries accordinghittlanonetary poverty rates is misleading.
Burkina Faso has a child monetary poverty ratehim lbase year equal to 32.7 per cent,
Cameroon 50.2 per cent and Ghana 33.7 per cerforAlse poverty gap, Burkina Faso has a
rate equal to 9.2 per cent, Cameroon 17.9 peras@hGhana 11.2 per cent (table 5, Annex I).

It is noteworthy that, when a relative poverty l{egual to 50 per cent of the median value of
consumption) is used, child monetary poverty raes13.9 per cent in Burkina Faso, 30.6

2 The crisis period started in 2006 with energyisrifollowed up by a food crisis and then by thebsgil
financial and economic crisis.

13f the reader is interested by the absolute numbgchildren affected in the scenarios presenigtis study,
then s/he can simply use the percentages showrdiandssed hereafter in the main text together with
relevant absolute numbers reported in table 6 (Ahe

14 National poverty lines are 82,672 FCFA for Burkimaso, 269,443 FCFA for Cameroon and 3,708,900 old
Cedis (37.089 in needi9 for Ghana in terms of their respective surveyrgea
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per cent in Ghana, and 20.8 per cent in Camerdoan labsolute international (extreme)
poverty line equal to 1.25 US$ 2005 PPP is useit] amonetary poverty rates are 46.8 per
cent in Burkina Faso, 12.2 per cent in Ghana an@ pér cent in Cameroon. When an
absolute poverty line equal to 2 US$ 2005 PPPes ,ushild monetary poverty rates are 72.3
per cent in Burkina Faso, 31.6 per cent in Ghamh4h8 per cent in Cameroon. Although
the two international absolute poverty lines praabby the World Bank are widely debated,
it clearly emerges that Burkina Faso has adoptedtianal absolute poverty line that is far
below both and which thus needs to be revised, @dseGhana has adopted an (upper bound)
absolute poverty line very close to 2 US$ 2005 R#itich also happens to be close to the
relative poverty line above of 50 per cent of mad@nsumption value, and Cameroon’s
poverty line is closer to the 1.25 US$ standard.

According to our analysis, in the absence of thebal economic crisis only Ghana would
have continued to grow at a fast rate, mainly tlatdk its structural and institutional
developments in early 2000s, and, consequentlytegosnpressive reductions in child
poverty (Figure 11). This is in line with the tremdpoverty reduction observed in the early
2000s'" In both Burkina Fas8 and Cameroon, according to our simulations, ireabs of
the crisis, child monetary poverty does not fafjndficantly; indeed it slightly increases in
2009 and 2010 in Burkina Faso. This is both duthéir low GDP growth rates and to the
higher rates of inequality in Burkina Faso and Caroe. Indeed, the Gini coefficient,
calculated for the child population based on pedtagluivalent consumption, is around 47
per cent in Burkina Faso and 53 per cent in Canmera® compared to 36 per cent in Ghana.

15 Official national headcount poverty rate in 1994svb1.7 per cent, in 1998 39.5 per cent and in /PB0%3.5
per cent (Ghana Statistical service 2007).

'8 When a per capita equivalence scale is used,naatand child poverty rates are substantially highan
those estimated when a per adult equivalence bealed on minimum caloric needs is used, as imatiadysis.
We used an equivalence scale for comparative paspiosthis study and also because we considersdalhie
more appropriate in a context such as that of Barkiaso where more than half of expenditures aretelé to
food and the number of children per household &rattically high. For information, our national payerate
(44 per cent), based on the latest available haldeirvey (2003) and calculated with a per capifaivalence
scale for the whole population, is very close te dfficial one (46.4 per cent) (World Developmemditators
20009).
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Figure 11: Simulated changesin child monetary poverty without crisisin 2009-2011
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Note: changes are expressed as % difference with theyeasaate. Numbers in parentheses refer to the-bas
year values.

« Hunger

Hunger rates among children in the base year a@p®&t cent in Burkina Faso, 58.5 per cent
in Ghand’ and 35.8 per cent in Cameroon. As already disduabeve, the lower rates in
Cameroon might be at least partly due to the bejietity of data used to calculate hunger
rates. However, the simulated changes still giveesoough basis for discussion. In terms of
BaU hunger rates, figures for Cameroon are broedline with those for monetary poverty
rates. On the other hand, Burkina Faso and, teatgr extent, Ghana show a trend in hunger
rates to some extent different from that discussieave for monetary poverty (figure 12).
Two explanations can be offered. First, the inislahre of children who are calorically poor
is around twice the share that is monetarily p&wacond, food prices increase faster than
non-food prices in our BaU simulations, based ateding trends. These results suggest to
policy makers that improvements in monetary povddyot necessarily imply a reduction in
hunger, implying that policy responses targetingceir welfare dimensions should be
considered.

Y This is in line with the figure reported by an FPreport, where the authors (Ahmed et al. 2009wsh
hunger rate for the total population in Ghana i888qual to 56.7 per cent. The methodology andidfimition
of “hunger” followed in the IFPRI report are thersaas those used in this study. They only diffeh&choice
of caloric poverty line: the IFPRI study set théocie poverty line at 2200 kcal, whereas we set 2450 kcal.
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Figure 12: Simulated changesin hunger rates without crisisin 2009-2011
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» School and work participation

In terms of base-year school participation ratescfoldren aged both 6-10 and 11-14 years
old, Burkina Faso (33-34 per cent; figures 13 ad)l dhows a tremendous defititjn
comparison with the other two countries (82-85 gant in Cameroon and 83-86 per cent in
Ghana). Yet, for children aged 6 to 10 years okdldcwork participation rates in Burkina
Faso (44 per cent) are more comparable, espewiililyGhana (39 per cent). Consequently,
the share of children neither working nor attendsnool is also markedly higher in Burkina
Faso for this age group. Among older children (#)-1he rate of involved in child labour in
Burkina Faso is almost twice that observed in ttieeiocountries despite the fact that it
excludes domestic work.

'8 However, the third wave of MICS data (micro dagmrsored by UNICEF) carried out in 2006 show a
substantial increase in net school enrolment (4&@et) in primary education in Burkina Faso.
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Figure 13: Simulated changes in school participation and child labour without crisisin
2009-2011 (aged 6-10)
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Note: changes are expressed as difference (in perceptages) compared to the base year rates. For Barki
Faso the sample is 7-10 years old. S=base-yeabkphdicipation rates; L=base year child work gdpation
rates. Numbers in brackets refer to the base-ysaes.

Figure 14: Simulated changes in school participation and child labour without crisisin
2009-2011 (aged 11-14)

04 Dschoc D labou

&
]
0.2 q/g'\y
) o N <
& & N v
0 v v v B s B J—\

[ 1]
s
>y
N4
» P
@Cb %
-0.2 i
-04
Burkina Faso (S=33.4;L=56.2) Cameroon (S=84.9;L=30.8) Ghana (S=85.7;L=27.5)

Source:authors’ calculation

Note: changes are expressed as difference (in perceptagts) with the base year rate. S=base-year $choo
participation rates; L=base year child work paption rates. Numbers in brackets refer to the -pase
values.

As they are driven by changes in total expenditsiraulated changes in school participation
and child labour without the crisis (BaU) reflechanges in monetary poverty. The
simulations show that school participation actualiclines and child work increases in
Burkina Faso in 2009 and, to a lesser extent, 2@idlgreas they remain practically
unchanged in Cameroon (Figures 13 and 14). Theaserin school participation over the
three years in Ghana is evenly mixed between amnlavho work and those who do not. The
increase of those who both work and study is diygimore than balanced by the decrease in
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the percentage of children only working, thus legdio a reduction in child labour though
small. For older children, there is an increaséath school attendance and child work, as
children move out of the "idle" category over tirde important policy indication may be
already drawn here: whereas in Ghana and, a fprtrortCameroon the government may
implement school-based social safety programmessghool feeding programmes) as a way
to target the majority of children aged 6 to 14rgead, in Burkina similar policy responses
would exclude around two thirds of school age ¢kitd

e Accessto health services

As for access to health services, if we look atlthgse-year values we find that ill children in
Burkina Faso are more likely to consult a healtilitst than in Ghana and Cameroon (Figure
15). If we disentangle this result by type of fagilve see that in Ghana a higher percentage
of consultations for ill children occur in hospgabr health clinics (more than 65 per cent),
deemed as high to good quality health facilities] anly 4 per cent to traditional healers. In
contrast, in Cameroon a relatively high percentafg# children receive health services from
traditional practitioners. Consistent with resufte monetary poverty, our simulations
suggest that in the absence of the crisis, Burkas would have registered a slight decrease
in the demand for health services, while in Camerand, to a larger extent Ghana, there
would have been an increase.

Figure 15: Accessto health care (any facility/hospital) without crisisin 2009-2011
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Note changes are expressed as difference (in pereepi@igts) with the base year rate. Numbers in latsck
refer to the base-year values. Categories of héadilities consulted by ill children and used e tanalysis are
(in order of quality):

Burkina Faso: (1) national and regional hospitals, advancedica¢dentres; (2) private health practitioners,
health NGOs; (3) centres for health and social @ttn; (4) traditional healers

Cameroon: (1) primary and provincial hospitals; (2) distribospital, commune health centre, health
practitioner going to the sick person’s home; (8)gstore, health clinic, school/work infirmary, eaNGOs;
(4) traditional healers, informal drug sellers

Ghana: (1) hospitals; (2) clinic, mother and child ctinimaternity home; (3) pharmacy or chemical st¢g;
consultant’s home, patient’'s home or other
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In the figure, in addition to any type of healtlsifdy (categories 1 to 4), results for categorgré shown

c. Simulated macroeconomic impacts of the global economic crisis

The global economic crisis slows economic growtWinA

The crisis slows down the economic growth prospiecBurkina Faso, Cameroon and Ghana
between 2009 and 2011 as depicted in table 5. GDRtly rates fall between 1.1 and 2.3
percentage points relative to the BaU (no crist®&nario in these countries in 2009. While
growth rates increase in Cameroon in 2010, althaidhbelow their BaU levels, this is not
the case in Burkina Faso and Ghana until 2011.

The economic slowdown is most pronounced in Camresoal Ghana. These countries ware
predicted to grow respectively by 4 and 7 per cernbe absence of the crisis, whereas with
the crisis they are expected to grow at rates clase€2 and 5 per cent respectively. In
contrast, Burkina Faso is least affected, losinty dnpercentage point or less of growth in
each year. Recovery comes quicker in Cameroon ithd&urkina Faso and, in particular,
Ghana. For the latter, the second year of thescaigpears to be even more damaging for the
economy with a growth rate of 3.8 per cent. Thedtlyesis of early rebound for commodity
prices as observed in most markets while otheridmksariables — export, FDI, aid, and
remittances — are stagnating, exacerbate the adeffects of the crisis.

In the next sections, we try to understand the alisps between these economies by
highlighting their macroeconomic specificities. Bhwe start by decomposing their GDP
components into final consumption, investment agdexports, and analyze their respective
contributions to the economy slowdown consecutiviné global economic crisis.

Table5: Annual real GDP growth rates (per cent)

Burkina Faso Cameroon Ghana
Period BaU Crisis Variation* BaU Crisis Variation* BaU Crisis Variation*
2009 5.3 4.1 -1.1 4.2 1.9 -2.3 7.3 51 -2.3
2010 5 4 -1 4.2 3.1 -1.1 7.3 3.8 -35
2011 4.9 4.4 -04 4.4 3.4 -1 7.4 6.5 -1

Source:authors’ calculation
Note: * Percentage points (rounding).

WCA economy benefits from the trade effect of tbhbay economic crisis, but this is
insufficient to counter-balance the decline in finansumption and investment

The three economies studied benefit from fallingpam prices. Indeed, the trade deficits in
Burkina Faso and in Ghana, respectively 15 per aedt36 per cent of GDP in 2008 (Annex
I, Table 2), are reduced due to a significant dessan import costs (Figure 16). The trade
surplus of Cameroon, representing 5 per cent of GDED08 (Annex |, Table 2), increases
(Figure 16). The most open economy, Ghana, benefdst with its trade deficit (or net
exports) experiencing a significant decline.
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In contrast, investment and final consumption atény in these economies and constitute
the main cause for the reduction in their econognamwvth rates. Final consumption, which

accounted for 79 per cent, 98 per cent and 10X @etr of GDP in 2008, respectively, in

Cameroon, Burkina Faso and Ghana, is the main ehahrough which the crisis slows

growth (Figure 16). Declining investment is alsoimportant channel in Ghana.

The magnitude of the decline in revenue and, caredty, final consumption is less
important in Cameroon compared to Burkina Faso @hdna, because of lesser external
financial constraints — i.e. availability of resesvaccumulated during the previous periods.
However, the Cameroon economy benefits less frarptsitive trade effect because of the
greater fall in the prices of energy products. IhaBa's favourable terms of trade
developments, associated with continuing strongexgrices for its two main exports (gold
and cocoa) and greater exposure to external thesdecontributed to substantially improve its
trade deficit, the importance of foreign investmamtthe country renders it particularly
vulnerable to its reduction during the crisis.

Figure 16: Change in consumption, investment and net export to GDP ratios relative to
BaU (per centage points)
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Source:authors’ calculation
Note: Cons.: Consumption; Invest.: Investment; Exp. pdiis.

The loss of income due to the contraction of egpddreign investments, development aid
and remittances exceeds the decline in import ¢estshat the purchasing power and final
consumption of households experience a signifitzdiht

Prices of goods and productive factors are measaredal terms using a consumer price
index. Table 6 shows a relative increase in theaaeereal price of imports and a relative fall
in the average real price of exports.

Export prices in Burkina Faso, Cameroon and Ghaiflarfore than import prices in 2009

(table 6). However, the decline in export volume$ess than that of import volumes for the
same period. These results confirm Griffith-Jonss @campo (2009) in their conjecture that
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developing country exports will be more affecteddnige shocks than volume shocks while
the opposite is true for industrialized and emeggiountries. The nature of the products
exported by these two groups of countries is thenmause of this difference. Developing
countries, including those covered by our analysiajnly export agricultural and mining

goods to industrialized and emerging countries ed®rthey mainly import from these
countries manufactured goods and services.

Table 6: Quantity and price effectsof thecrisis

Initial I ntensity Quantity variation (%) Pricevariations (%)
Import Export Import Export Import Export DomesticProducer Value added
Burkina
2009 13.9 5.7 -20.4 -10.7 24.6 -6.8 2.1 -2.4 -5.6
2010 13.9 5.7 -17.5 -4 13.9 -2.7 -1.2 -1.2 -3.6
2011 13.9 5.7 -7.2 -0.5 4.6 -1.4 -0.3 -0.3 -1.2
Cameroon
2009 11.8 131 -20.2 -4.8 25.2 -4.2 -0.1 -0.6 5.1
2010 11.8 131 -1.9 -1 1.4 2 0.2 0.4 0.2
2011 11.8 13.1 0 -1.5 -1.1 0.2 0 0 0.2
Ghana
2009 39.2 27.5 -20.2 -7.3 29 -9 -6.4 -7 -9.9
2010 39.2 27.5 -29.6 -12 12.9 -14.6 9.4 -10.6 -20.1
2011 39.2 27.5 -15.2 0 7.8 -7.4 -4.6 -5.3 -10.4

Source:authors’ calculation

Note: Import intensity is the initial (2008) ratio of port value to total domestic consumption; expotensity
is the initial ratio of export value to total dortiesproduction. The other columns present the peesge
changes between the crisis and BaU scenarios. &dr gcenario, these represent the differences bptite
crisis and the BaU percentage variations, relatv2008.

The global economic downturn reduces factor prasesrevenues in WCA. The fall in factor
prices and incomes depends on the magnitude alebkne in export quantities and prices,
as well as the openness to external trade. Thel ragovery of world prices compared to
other linking variables exacerbates the fall inda@rices and revenues and delays economic
recovery in economies presenting high externakti@eficit. In contrast, economies that have
recorded a trade surplus in recent years beneifih fthe increasing world prices through
faster recovery.

Falling export prices are transmitted to domestiodpcers as shown in table 6. The
magnitude of the fall in real production prices elegls not only on the fall in export prices,
but also on initial export intensities. Ghana eigares the largest decline in producer prices
because of these reasons. It is followed by Burltago, which has the lowest export
intensity but suffers from a substantial declineskport prices. In contrast, producer prices
change little in Cameroon. Factor prices, as redlbby value-added prices, follow a similar
trend with Ghana recording the largest decline @92 followed by Burkina Faso and
Cameroon.

The fall in factor prices diminishes subsequentlyBurkina Faso when the global economic

crisis stabilizes. In contrast, the assumptiomgdort price recovery in 2010 exacerbates the
impact of the global economic crisis in Ghana, Whias the highest import penetration rate.
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The recovery in other linking variables — exportwoes, investment, etc. — contributes to
mitigate the adverse effect by 2011. The recovarymiport and export prices in 2010 is
beneficial to economic growth in Cameroon becadsts onitial trade surplus. Hence factor
prices follow their non-crisis trends as early 8%@in this country, although at lower levels.

The global economic crisis hits WCA economies tifinoai decline in foreign capital inflows
particularly in countries that are well integrateiito the global economy. Government
revenue and savings also fall with the global ecopaownturn. This is more pronounced
when it is heavily dependent on taxes on exteradkt

The decline in total savings is largely driven bg {simulated) fall in foreign capital inflows.
The impact is considerable on the Ghanaian econarigh initially showed a significant
net flow of foreign investment — at 37 per centGIPP compared to 11 per cent and -2 per
cent of GDP, respectively, in Burkina Faso and Game (Annex |, Table 3). The decline in
foreign capital inflows compared to the scenarithaut crisis is more than 12 per cent in
Ghana in 2009, compared to less than 4 per ceuiikina Faso (Figure 17). In Cameroon,
the study assumes a drawing down of reserves adatedun previous periods that offsets
this fall in foreign capital inflows.

Figure 17: Changein savingsto GDP ratiosrelative to BaU (per centage points)
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Table7: Changein government revenuesrelativeto BaU, Ghana (per centage points)

Taxation income

Transfer Capital All
Production Consumption Imports Exports Direct income income income

2009 -4.4 -25 -111 -10.0 -2.2 -16.7 -46 -6.0
2010 -17.2 29 -98 -202 6.6 27 96 50
2011 -4.7 32 -20 -37 -36 00 -42 -06

Source:authors’ calculation

Public savings also deteriorate with the crisisc®again, the largest impact is experienced
in Ghana. In this country, the decline in publiwviegs is entirely induced by the fall in
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government revenue given the assumed rigidity @egument per capita expenditure. Once
again, this is due to a fall in external trade saapd foreign aid (table 7).

The global economic crisis increases the inforngatit employment in WCA. In economies
that rely heavily on agricultural exports, the deel in formal employment and informal
wages is more pronounced in rural than urban aréascontrast, economies that are highly
dependent on natural resource exports experiengeeater contraction in urban than rural
employment.

The global economic crisis has important distribndl effects dictated by the external trade
structure of each country. The global economiciciimpacts differently on traded sectors
depending on whether their main products are inggodr exported. Agriculture products,
with low income elasticities, and non-agricultugaoducts, which have higher income
elasticities, are also impacted differently.

The decline in imports required to balance theeantraccount in the face of falling export
revenues benefits local import-competing produ€tss applies primarily to manufactured

goods in WCA. In contrast, the decrease in expopbaunities leads to increasing supply on
domestic markets and a lowering of domestic pricesexportable goods. This concerns
mostly agricultural products representing 68 pet of total exports in Burkina Faso, 52 per
cent in Ghana and only 24 per cent in Cameroon €é&nn Table 4). In Cameroon, it is

primarily natural resources — especially petroleuthat are exported.

The decline in formal employment is most pronounice€ameroon in the first year given
that the main export sectors employ more formah thdormal workers. This impact is
greatest in urban areas, as this is where thedersemre primarily located (table 8). In
contrast, formal employment is more affected iraktihan urban areas in Burkina Faso and
Ghana, as these economies are dominated by agrewiports for the former, and the
prices for the main non-agriculture export prody§gtsd) evolve favourably for the latter.

While formal employment recovers in Cameroon witle tstabilization and economic
recovery in the following years, it deterioratesGhana and Burkina Faso due to the high
cost of imported inputs with the recovery of impprices, which penalizes more rural than
urban employment.

The excess supply of formal workers migrates toittiermal market such that the latter
increases in all three countries (table 8). Thiditamhal supply of labour on the informal
market results in downward pressure on informal esajable 9). Note that formal wage
rates are assumed to be rigid in real terms givershort term prospect of the analysis.
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Table 8: Changein employment relativeto BaU (per centage points)

Formal Informal
Urban Urban Urban Urban

Al Rural - cilled skilled Al Rural - okilled  skilled
Burkina Faso
2009 -0.1 -0.7 0.5 0.6 0.0 0.2 -0.4 -0.2
2010 -1.2 -1.8 -0.2 -1.3 05 0.7 0.1 0.5
2011 -1.0 -1.6 0.0 -0.9 04 0.6 0.0 0.4
Cameroon
2009 -3.1 -23 -2.7 -4.5 25 0.1 4.6 6.2
2010 -08 04 -0.9 -0.6 0.7 0.0 1.5 0.9
2011 -0.7 0.8 -0.7 -0.6 0.6 0.0 1.3 0.9
Ghana
2009 -1.1 -6.0 0.5 -1.2 0.8 1.0 -3.3 1.0
2010 -4.7 -13.7 -1.7 -4.8 34 26 10.4 3.8
2011 23 -4.4 -1.0 -2.5 1.7 1.2 4.2 2.0

Source:authors’ calculation

Table9: Changein informal real wage ratesrelativeto BaU (per centage points)

All Rural Urban unskilled Urban skilled
Burkina Faso
2009 -9.2 -10.4 7.7 -6.5
2010 -6.2 -6.6 -4.7 -6.8
2011 -2.0 -1.8 -0.9 -3.3
Cameroon
2009 -8.5 -5.8 -11.6 -11.9
2010 -1.2 -0.3 -2.6 -1.4
2011 -0.5 0.6 -1.8 -1.3
Ghana
2009 -11.0 -10.2 -5.0 -14.1
2010 -26.9 -27.7 -25.1 -25.2
2011 -14.4 -15.7 -11.9 -11.6

Source:authors’ calculation

d. Simulated child welfare impacts of the global economic crisis

= Monetary poverty

The different extent to which the three countries@edicted to be affected by the economic
crisis mirrors the socio-economic structural défieces between them. First, while Cameroon
and Burkina show a inverse-U shaped profile ofccimionetary poverty over the period
2009-2011 with a peak in 2010, in Ghana child mamnepoverty shows a continuously
increasing trend. Indeed, Ghana is the country sviochrldren are predicted to suffer most
from the global crisis, with monetary poverty ingseng by more than 6 percentage points in
2011 relative to the base year. Compared to theifless as usual’ scenario, where monetary
poverty was predicted to fall in Ghana by more tHapercentage points by 2011, the
potential impact of the crisis is even greater.

Table 10 disaggregates the contribution of theedgffit price and income channels affecting

real expenditure: consumer prices, net income fragniculture, non-agricultural self-
employment income, wages (by sector) and othemmeceuch as international remittances
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and dividends. In Ghana, the deterioration is dripemarily by a reduction in consumer
purchasing power as consumer prices increasewetloby a large drop in income in the
non-agriculture sector. Increases in agriculturabmes offset the increase in child monetary
poverty somewhat.

In contrast, child poverty in Burkina Faso is mgiaffected by the fall in incomes in the

agriculture sector, where losses from sales are rii@n double the losses in terms of own-
production. Self-employment in the non-agricultgextor do not contribute to changes in
child poverty, as only around 1 per cent of housshget income from this sector.

In Cameroon the impacts are more diffuse. Changesmnsumer prices and the reduction in
income from self-employment in the non-agricultseetor are the major contributors in the
increase of child poverty. As for the “consumerces’” component, non-food items (not
shown) are the main channel through which childaem affected by the crisis. The fall in

wages affect child poverty relatively more in Caower, representing roughly a sixth of total
child monetary poverty increase.

Table 10: Simulated impacts of crisison child monetary poverty by channel

Burkina Faso Cameroon Ghana
2009 2010 2011 2009 2010 2011 2009 2010 2011
base year (absolute rate) 32.66 50.20 33.73

contribution to child poverty changes after cribisdifferent channels (% change to the base year)

Consumer prices: 0.28 0.65 1.12 0.67 062 0.59 212 444 504
Agriculture sector: 285 323 233 037 039 044 -1.77 -164 -2.37
sales 1.772.02 1.55 0.16 0.19 0.23 -1.22 -1.06 -1.67
own-production 0.760.93 0.54 0.15 0.17 0.17 -0.85 -0.84 -1.12
cost of inputs -0.090.13 -0.13 0.00 0.00 -0.01 0.00 -0.06 -0.11
Non-agriculture sector (self-employment): 0.00 0.00 0.01 053 056 0.64 111 299 3.63
Wages: 0.02 0.02 0.01 030 029 0.30 -0.08 0.08 0.07
formal 0.00 0.01 0.01 0.01 0.01 0.23 0.00 0.00 0.01
informal 0.02 0.01 0.00 0.29 0.28 0.28 -0.08 0.08 0.05
Other income: 054 0.74 0.77 0.02 0.09 0.03 020 021 0.19

Source authors’ calculation
Note as changes in poverty status linked to the diffechannels do not necessarily affect all indigiduthe
sum of the changes in each component does notlexagtal the total change.

Finally, the wage sector, which is not a major seunf income in the region, contributes
only slightly to the deterioration in monetary pdye especially in Burkina Faso. It is
noteworthy that changes in the informal wage seatfacted children relatively more than
the formal sector, with the exception of Cameraam2011. Remittances do not seem to play
a crucial role in the predicted increase in childnetary poverty, as relatively few
households rely upon international remittancesy@mlBurkina Faso, where 6 per cent of
individuals live in households receiving remittasi¢ef which more than a quarter are poor),
this channel plays much of a role, accounting targhly one-sixth of the total change in
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child monetary poverty (in 2011). In Cameroon arfth@a, again 6-7 per cent of people live
in households who receive international remittantes the vast majority (90 per cent) is
non-poor so that the impact on child poverty isléma

Table 11: Simulated contributionsto crisisimpactson child monetary poverty by region

Headcount poverty rate Absolute contribution to poverty

Child_ base year 2009 2010 2011 base year 2009 2010 2011
population (%) difference (% points) to (%) difference (% points) to

share base year base year
Burkina Faso

Centre 8.1 197 1.7 2.3 2.0 1.6 014 019 0.16
Nord 9.2 45.6 25 3.2 3.2 42 023 029 0.29
Centre Ouest 88 23.9 2.7 3.6 3.9 21 024 032 034
Centre Est/Centre Sud 1.6 44.8 4.3 4.9 4.2 56 054 0.61 0.52
Est 9.3 36.3 25 25 2.5 34 023 023 0.23
Sahel 58 2838 6.7 7.4 6.1 1.7 039 043 0.35
Sud Ouest 5[3 28.9 5.5 7.2 6.7 15 029 038 0.35
Boucle du Mouhoun 127 375 2.8 3.8 4.0 48 035 048 0.51
Hauts Bassins/Cascades 13.6 211 3.7 4.6 5.0 29 050 0.63 0.68

Centre Nord/Plateau central 14.4 33.7 6.1 7.6 6.3 49 0.89 1.11 0.91

Rural 85.5 36.1 4.1 5.1 4.7 30.9 354 432 3.97
Urban 14.% 12.3 1.8 2.4 2.7 1.8 0.26 0.35 0.39
National 100.0 32.7 3.8 4.7 4.4 32,7 380 467 4.36
Cameroon
Douala 7.6 6.3 1.9 1.8 1.8 05 0.15 014 0.14
Yaoundé 8. 5.4 2.8 3.0 2.8 0.4 0.22 0.24 0.23
Adamaoua 58 68.3 35 4.7 4.7 39 020 0.27 0.27
Centre 6.8 458 3.6 35 3.4 31 024 024 0.23
Est 5.( 67.7 1.0 0.7 0.7 34 0.05 0.03 0.03
Extréme-Nord 20)8 75.2 1.4 1.4 1.3 15.7 0.28 0.30 0.28
Littoral 2.9 31.1 2.5 2.7 2.3 0.9 0.07 0.08 0.07
Nord 11.0 74.8 0.3 0.3 0.3 82 0.04 0.04 0.04
Nord-Ouest 1083 649 2.0 2.3 2.3 6.7 020 024 0.24
Ouest 114 289 2.3 2.8 2.8 3.3 0.26 0.31 0.31
Sud 3.5 354 0.6 0.6 1.5 1.2 0.02 0.02 0.05
Sud-Ouest 6|8 422 1.6 1.8 1.8 29 0.11 0.12 0.12
Rural 69.3 66.3 1.6 1.7 1.7 459 1.10 1.22 1.23
Urban 30.Y 13.9 2.5 2.7 2.6 43 0.75 081 0.78
National 100.0 50.2 1.9 2.0 2.0 50.2 1.85 2.04 2.01
Ghana
Western 106 405 2.3 6.5 6.6 43 024 069 0.70
Central 8.Y 20.8 1.8 5.4 6.0 1.8 0.16 0.47 0.53
Greater Accra 112 26.4 1.9 9.4 10.7 29 0.21 1.05 1.19
Volta 7.6 26.6 2.4 10.5 11.Q 20 0.18 0.80 0.83
Eastern 131 15.8 1.9 6.6 7.9 21 025 087 1.04
Ashanti 17.6 18.2 2.4 6.4 6.9 3.2 042 1.12 1.22
Brong Ahafo 98 383 1.6 4.7 5.8 36 015 044 054
Northerr 13.2 56.7 -1.4 1.5 1.3 75 -0.19 0.19 0.17
Upper East 49 69.9 1.7 7.5 6.8 34 0.09 037 0.33
Upper west 37 779 0.0 2.6 2.6 29 -0.00 0.10 0.10
Rural 65.5 39.7 0.9 4.5 4.4 26.0 0.60 294 2.89
Urban 345 22.4 2.7 9.1 10.9 7.7 0.92 3.15 3.76
National 100.D0 33.7 1.5 6.1 6.6 337 152 6.10 6.65

Source authors’ calculation
Note absolute contribution to child poverty rate iscadated by weighting the headcount rates by thevest
population rates.

Differences do also emerge in the regional andnirbeal impacts within the three countries
(table 11). In Ghana, urban areas are more afféhtadrural areas by the economic crisis. In
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fact, not only absolute increases are greater baruareas but the absolute contribution to
national headcount poverty rate rises more tharuial areas. This is due to the rise in
agricultural incomes in rural areas, which partiiget the fall in other incomes and the rise in
consumer prices. In Cameroon, absolute changesild arban poverty rates over the
simulated crisis period are around 1 percentagatparger than in rural areas, but high
population in rural areas make its absolute coutidim to national poverty stronger. In
Burkina Faso the crisis mainly affects childrenngy in rural areas. For example, more than
90 per cent of the change in national child morygpaverty can be traced to rural areas, both
because changes here are larger and because &®pedcent of the child population live in
rural areas.

In Ghana the regions with the highest absoluteridmnion to the increase in child poverty
are those where child poverty rates are amongstothiest in the country (Greater Accra,
Ashanti and Eastern region). This result roughlpfoon to the absolute changes in the
headcount poverty rate, with the only exceptiorth&f Volta region where children would
experience a strong increase in poverty by up t@difts in 2011. In Cameroon, regional
contributions are more homogenous with the poaeggibn (Extreme-Nord) and the richest
region (Ouest) making the largest contributionshalgh it is in Adamaoua and Centre
regions where child poverty rate would face thgdat absolute increases. In Burkina Faso,
the rural region of Centre Nord/Plateau Centralwati as the regions of Sahel and Sud-
Ouest, are by far the most affected regions, wisettea Centre region (including the capital
city of Ouagadougou) is where changes in absokr@d and in the contribution to child
poverty are the lowest.

= Hunger

As shown by Figure 19, only Ghana is predictedmeéence a serious deterioration in terms
of children suffering hunger due to the crisisjtaation that worsens continuously over the
period 2009-2011 such that hunger rates are arfydercentage points higher in 2011 in
comparison to the base-year (2008). It is notewothiat in Ghana hunger rates increase
much more than monetary poverty rates, while thpospe is true for the other two
countries. This is due to the fact that in Ghanadfprices are predicted to increase much
more than non-food prices whereas, in both Burkind Cameroon, food prices decrease in
comparison with non-food prices. In Cameroon, thiterence between food/non-food price
changes is such that hunger rates under the arisisven slightly lower than those observed
in the base-year.

= School participation and child labour

Younger school-age children (aged 6-10) are preditb be more affected by the crisis in
terms of school participation and child labour (s 20 and 21). Children in Burkina Faso,
already with the lowest school participation rateg, the most affected with a reduction of up
to 0.8 percentage points in school participatiod an increase of their involvement in work
of nearly 1.2 points. In decomposing these restits, situation is even worse: the fall in
school participation is entirely driven by a redotin the “school/no work” alternative,

while the rise in child work is the result of arciease in the “no school/work” alternative. In
Ghana, while school participation is reduced by #wenomic crisis (fall of up to one
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percentage point), the impacts on child laboumaweh less. In Ghana, the decrease in school
participation as a consequence of the crisis igedriboth by a decrease in the number of
children who combine school with labour and of thokildren who only work. School and
labour impacts are practically nil in Cameroon wih without a policy response. This
suggests that, even more than in the other twotdeaninterventions should focus more on
supply side policies in order to try to reach thkatively small number of children currently
out of the school system.

=  Accessto health services

lIl children are less likely to access health ss¥sias a result of the crisis (figure 22). In
Burkina Faso, the likelihood falls by up to 1.2 gentage points, whereas the impact is more
modest, but still substantial in Cameroon and Ghanaadditional effect of the crisis is the
diversion from higher to lower quality health sees such as traditional practitioners and to
greater recourse to self-care. In Burkina Faswojices supplied by th€entre de santé et de
promotion sociale (CSPSthe most popular health facilities among Burkimahildren, are
hardest hit, whereas in Ghana and in Cameroos, hbspital-provided health services that
fall most.

e. Policy responsesto the global economic crisis

The previous analysis shows that the magnitudéefrmpact of the global economic crisis
on the transmission variables and the initial cbods of the economies in WCA are key
parameters in determining the effects on child avelfin the region. The various monetary
and fiscal stimulus programmes in advanced cownwé contribute to restarting the global
economy with positive effects on developing ecoresnbut analysts agree on the fact that
the return to growth will be unusually sldWTherefore, the design and implementation of
appropriate economic policies in response to thsiscwill considerably contribute to
reducing its welfare cost, in particular for chédr

When government faces a tight budgetary constrainéduction in government current and
investment spending and/or an increase in taxesgrenal policies that can be undertaken
to balance its budget. This is known as a pro-cgthliscal policy response.

On the other hand, a counter-cyclical fiscal polr@gponse would be composed of an
increase in government spending on public senacel$or a cut in taxes financed by external
sources.

However, most developing countries, including in ¥/d@nd themselves in a position where
it is impossible to engage in counter-cyclical pplresponses to the crisis due to poor fiscal
and monetary management during a period of groWtbrid Bank 2008). The result is that
they have to adopt pro-cyclical policies aimedeatucing public spending and increasing tax
revenues, which will increase the short-term viwdbéity of the national economy and
exacerbate the effects of the crisis. The impataoincreases would depend on their nature,
income taxes being, for example, generally progvesswhereas sales taxes are often

9 World Bank (2008) and IMF (2009a)
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regressive. Spending cuts would tend to hit poarskholds disproportionately, as they rely
more on public services.

According to the World Bank review of past crisgscial spending is generally pro-cyclical
in developing countries, increasing in periods odbwgh and falling during periods of
recession. The challenge for developing countsetherefore to formulate and implement
temporary universal protection measures which warly be used by citizens who have
fallen on hard times, and should cancel them whenetonomy improves and offers better
opportunities (World Bank 2008).

The macroeconomic policy response in developinghtas could be monetary or fiscal.
They could focus on goals to accelerate econonowilyr and/or aim to protect vulnerable
populations, such as children. Fiscal policies agnio achieve social protection could be
designed to support consumption or income for iildizls and their households.

Social protection policies relevant for childrenyrze grouped into three main categories:
social insurancewhich in some cases require contributions bylieeficiaries (e.g. health,
unemployment, old age, disability and asset inm@pgrsocial assistancewhich may be
universal or restricted to a targeted populatiog.(eash or in-kind transfers, vouchers for
health, education or food, price/tax subsidies &mwl waivers in health, education and
housing);social welfare serviceswvhich are generally targeted to those with spaweeds
(e.g. social workers, shelter and board, matemmaichild health/nutrition programmes).

The study quantifies the impact of two stimulusgseanmes aiming to protect children from
the negative effects of the global economic crisis:

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

- Targeted cash transfers to poor children/households who are identified gsan
proxy-means test approathThe effectiveness of a universal cash transfealss
discussed.

The total amount transferred under each progransmeghitrary, fixed at 1 per cent of the
national GDP in 2008. This amount is entirely fioath from external sources (international
aid) by assumption. The proposed stimulus packdge® few macroeconomic effects,
consequently our analysis in the next section fess®lely on the effects on child welfare.

We also estimated additional country-specific pelicthat were proposed and discussed
together with local committees. Detailed information these policies and their impacts on
child well-being can be found in Balma et al. (2pfd@ Burkina Faso, Bibi et al. (2010b) for
Cameroon and Antwi-Asare et al. (2010) for Ghaneec8ically, they consist of:

Burkina Faso regionally-targeted cash transfers, financed ughoan endogenous
increase in import tariff rates (internal finandingy through foreign aid, and cereal

2 See tables 7, 8 and 9 in Annex | for the resilth® "proxy-means" regression to identify pooriuduals in
the three countries.
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price subsidies financed through foreign aid. Tost of the first policy is estimated to
be equal to 0.4 per cent of GDP, while the secarlatypwould cost 0.2 per cent of
GDP.

Cameroon the elimination of customs on imported food itestarting in 2009 and
continuing through 2011, financed by reducing thte rof accumulation of foreign
reserves, and the implementation of a school cargeggramme in the regions where
child monetary poverty rates are above the natioatd (50.2 per cent). The first
policy would cost an amount equal to 0.4 per cér2G®8 GDP. The second would
amount to 0.19 per cent of 2008 GDP. The annua@bichaal cost of the school feeding
programme is calculated to be FCFA 10,230 in 2@0mhs$ (FCFA 62 per meal over
165 school days in a year). The meal is composedirater the World Food
Programme scheme (150 grams of rice, 30 gramslsépand 10 grams of vegetable
oil, equal to about 400 kcal per meal).

Ghanatargeted cash transfers financed through a 2@e@rincrease in tariffs on rice
imports and an endogenous increase in tariffs omfood manufacturing goods
imports or, alternatively, by an endogenous in@emsthe property tax. The two
financing mechanisms are both constructed in a tlay the government is able to
raise an amount equivalent to 0.5 per cent of GDIFase-year terms.

As already mentioned above, the administrativescosthe policies simulated in this study
are not taken into account.

Regarding the other possible policies mentioned/@bae also simulated the effects of pro-
cyclical policies (results are not shown here #mkl of space) and, as expected, they largely
contributed to a further worsening of child welfareall three countries. In addition, the
micro data available are not suitable to simulai impacts of a reduction in the cost of
access to health and educational services, whialidnadso have gone beyond the scope of
the current study.

Consumption subsidies applied to basic necessitiesd give a certain level of protection to

the poor (World Bank 2008). This is also the casestibsidies for agricultural inputs which

stimulate agricultural production and improve ruredome and the nutritional state of the
population. Reducing the direct cost of accessetlth and educational services would also
increase households’ use of these services.

Public transfer programmes are potentially a goag % protect poor households from the
negative effects of the global economic crisistyréasing the amount granted to individuals
and their households and by fulfilling the eligityilcriteria suggested by the World Bank
(2008). As such, countries with programmes alraadylace before the crisis was triggered
could increase them with the goal of protectingirthailinerable populations from the
damaging effects of the crisiSIn countries where social safety net programmesaaeady

in place before the crisis, it is much easier terwvene. However, only a relatively small

2L For example, “Food-for-Education Program” in Batgish and “Oportunidades” in Mexico.
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number of developing countries have already deeslgocial safety nets (Lustig 2008): 19
(out of 49) low-income and 49 (out of 95) middle@me countries have no safety net
programmes at all. Specifically, with a sampleld# developing countries analyzed by
Lustig, 16 low-income and 37 middle-income courstrigave cash transfer programmes;
while more widespread in low-income countries, sthdeeding programmes are
implemented in only 24 of them. In addition, in mo$ the countries where cash transfers
exist, both the coverage and the amount of benafésdramatically low: Mendoza (2009)
reports that a World Bank study reviewing sociargging on safety nets in 87 developing
and transition countries found that the mean spgndin such programmes accounts for a
mere 1.9 per cent of GDP (with a median value lothan 1.5 per cent), of which only a
fourth is devoted, on average, to cash transfegrpromes.

From past crises there have been some lessonswmdvernments respond in order to
minimize the effects of crises on children. Forrapée, in response to the Asian financial
crisis, Indonesia carried out tdaring Pengamanan Sosiébocial Safety Nets Scholarships)
and Argentina, during its debt crisis in 2002, uplace thePlan Jefes y Jefaa programme
of cash transfer for households with dependants whdse household head became
unemployed.

f. Simulated child welfare impacts of different policy responses

. Monetary poverty

Among the policy responses proposed to countehachégative effects of the crisis on child
welfare, a targeted cash transfer (following a grmeans test approach) to predicted poor
children is by far the most effective programmaetipalarly in Burkina Faso and Cameroon
(Figure 18). With the same overall budget, whichageume to be equal to one per cent of
base year GDP (financed by foreign aid), food slibsihave smaller effects, as they do not
specifically target the poor or children. Indeedlasge share of food consumed by poor
people is own-produced. A similar result was alsenti for Mali for a subsidy for selected
food items: rice, vegetable oil and milk (Bibi &t 2009).

The effectiveness of these two policies differsoasrthe countries. A price subsidy, while
still much less effective than a cash transfer, gigsificant and positive effects in Burkina
Faso, reducing monetary poverty by 2 percentagetpdiy 2011 after the crisis, while in
Ghana the effectiveness falls to up 1.2 pointit02and in Cameroon its impact is nil.

Large differences also emerge in terms of the irtgpaicthe cash transfer poliéyIn Burkina

Faso a targeted cash transfer fully offsets thetimeg effect of the crisis (with only a minor
exception in 2010). Similar results are found foant2roon where, in all the 3 years
simulated, child poverty rates are lower than thesaulated in the baseline scenario,
although the impacts of the crisis are predicteedower than in Burkina Faso. In Ghana,
due to the strong predicted effects of the econarigis on child poverty, a cash transfer

%2 The individual transfer in Burkina Faso is 8628FC in Cameroon 20479 FCFA and in Ghana 19.8 new
GhanaCedis In each case, the amount is calculated by digidire total budget (equal to 1 per cent of base-
year GDP) by the number of children predicted tpber in the country as a whole.
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policy is not enough to fully offset, although payes still reduced by more than 2 points in
each year. However, it is noteworthy that the pgverap in 2009 is even lower than
observed in the base year.

The weaker performance in Ghana is also due téatttehat the amount of the cash transfer
only represents around 5 per cent of both the ppVieie and the consumption of predicted
poor children, while for Burkina Faso it is arouttd and 9 per cent respectively and in
Cameroon it is around 7 per cent of both. The ¢eafsfer in Burkina Faso also shows a
higher impact because a much larger number of r@ml|deach receiving the cash transfer,
live in poorer households compared to Cameroon @hdna, so that the total amount
received by poorer households tends to be higher.

Figure 18: Effects of policy responses on child monetary poverty: food subsidy and
targeted cash transfer (asdifference - in per centage points - with the base year rates)

Burkina Faso
(32.7)

Ghana (33.7)

Burkina Faso
(32.7)

Cameroon (50.2)| Ghana (33.7) Cameroon (50.2)

cash transfer

price subsidy

Source:authors’ calculation
Note Numbers in brackets refer to the base-year values

A final factor in determining the effectivenesstbése two policy responses is the targeting
performance of the cash transfer programme (tab)e Here, we found that Cameroon has
the lowest rate of undercoverage (10.7 per cemmaide), i.e. of poor children erroneously

excluded from the programme by the proxy means &t also the lowest rate of leakage.
As the amount of transfer per child is equal to tittal budget (1 per cent base-year GDP)
divided by the number of predicted poor childrezgklage to non-poor children reduces the
amount received by poor children, whereas underegesexcludes them completely. There
is a trade-off between minimization of undercoverggxclusion) and leakage (inclusion)

errors.
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Table 12: Performance of proxy-meanstest in predicting poor children (national, urban
and rural)

Predicted status

national urban rural
Actual status Nnon-poor  poor  noN-poor poor  Non-poor  poor
Burkina Faso
non-poor 58.4 41.6 75.3 24.7 54.5 45.5
poor 24.0 76.0 20.2 79.8 24.2 75.8
Cameroon
non-poor 63.3 36.7 73.8 26.2 51.4 48.6
poor 10.7 89.3 21.4 78.6 9.7 90.3
Ghana
non-poor 62.9 37.1 60.9 39.1 64.2 35.8
poor 19.6 80.4 19.6 80.4 19.6 80.4

Source:authors’ calculation

Note the model correctly predicts the real statushifdecen when the actual and predicted statusetharsame
(“non-poor/non-poor”; “poor/poor”). On the contrary fails when the statuses do not coincide, tesylin

either leakage (actual status is “non-poor” andlioted status is “poor”) or undercoverage (actdatus is
“poor” and predicted status is “non-poor”)

Table 13 suggests that the crisis draws a subatafiare of children (up to 11.4 per cent in
Ghana by 2011) into poverty. While the cash tranggdemore successful than the price
subsidy in preventing this, it is noteworthy thae tcash transfer also allows a substantial
share of initially poor children to escape poveitjus, the children targeted by the cash
transfer are not only those that fall into poveatya result of the crisis, but also those that
were already poor in the base yeHnere are very few "winners" from the crisis, asyam
very small share of children escape poverty afterctisis.

Table 13: Transition matrix of poverty status across the different simulated scenarios
with respect to the base year

Crisisand Price | Crisisand Cash | Absolute

Bau Crisis Subsidy Transfer number of
Baseyear |2009 2010 2011|2009 2010 2011 |2009 2010 2011|2009 2010 2011 | children
Burkina
Faso Poor Poor Poor Poor
Nor-poor 1.0 08 08 57 70 65 37 51 3.1 27 41 2.7 3,528,203
Poot 100 98.9 97.4 99.9 998 99.9 99.6 99.799.7Q0 93.6 944 94.2 1,710,876
Cameroon
Nor-poor 0.1 05 0.7 3.8 42 41 35 37 37 18 20 2.0 3,821,159
Poot 99.6 99.3 99.2 99.9 999 100 99.9 100 100 97.1 97.1 97.2 3,852,064
Ghana
Nor-poor 16 29 39 36 101 114 26 8.6 10 2.6 7.4 9.0 5,990,092
Poor 94.2 88.8 80.4 97.3 98.2 97.4 96.6 97.6 96.7 935 96.3 95. 3,049,373

Source:authors’ calculation

Note: rows identify percentages abn-pooror poor children in the base year; columns idenpfyor children
under the different simulated scenarios/years. Bysing rows and columns the reader can get the sifa
children who arenon-poorin the base year ambor under any specific simulated scenario/year, arildrem
who arepoorin the base year amqmbor under any specific simulated scenario/year.

Targeted cash transfers require time and instiaticcapacity to implement. Universal
targeting is relatively easier to carry out andleaist in a first phase, may represent a more
cost-effective alternative, particularly where someealthier households self-exclude
themselves by deeming the amount of the transtesmaall to collect. Table 14 reports child
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monetary poverty rates when a universal transféh(the same total budget as the targeted
transfer discussed above: 1 per cent of GDP) igiged, but only to children younger than 6.
We assume that this transfer is pooled with otterskhold income and shared equitably
among household members, as is the case for tgetédr transfer as well. As the total
population of children aged 0 to 5 is smaller tti@ population of children aged O to 14 that
are predicted to be poor (and thus targeted), thea amount — in the survey’s year terms —
transferred to each individual child would thus Iagger: FCFA 11200 in Burkina Faso,
FCFA 29300 in Cameroon and 30.6 néedisin Ghana. When the whole child population is
analyzed, providing a universal cash transfer tcclaildren aged O to 5 years old is very
effective in reducing poverty rates after the sriahd gives results that are very close (and
only slightly higher) to the scenario where we deted a targeted cash transfer collected by
all children predicted as poor. This good perforogars due to the combination of a higher
individual transfer and of the elimination of thedercoverage errors from the targeting
approach.

Table 14: Child monetary poverty rates under targeted and universal transfer (per
cent), by different age groups

0-14 years old 0-5 years old
crisis TT 0-14 UT 0-5 crisis TT 0-14 UT 0-5
Burkina Faso base-year poverty rate: 32.7% base-year poverty rate: 29.8%
2009 36.5 324 329 33.8 29.6 29.2
2010 37.3 33.6 33.9 34.6 30.7 30.3
2011 37.0 32.6 33.0 34.3 29.7 29.3
Cameroon base-year poverty rate: 50.2% base-year poverty rate: 47.4%
2009 52.1 49.6 50.1 49.4 46.9 46.5
2010 52.2 49.8 50.2 49.5 47.0 46.6
2011 52.2 49.8 50.0 49.5 47.1 46.5
Ghana base-year poverty rate: 33.7% base-year poverty rate: 31.3%
2009 35.2 333 334 32.6 30.7 30.0
2010 39.8 37.4 37.4 374 34.9 33.9
2011 40.4 38.2 38.2 37.7 35.7 34.9

Source:authors’ calculation
Note “TT 0-14" is for targeted cash transfer to akegicted poor children aged 0 to 14 years old;
“UT 0-5" is for universal transfer for all childreaged O to 5 years old.

Specifically, under the universal approach, poveatgs are only 0.3-0.5 percentage points
higher than under a targeted transfer in BurkingoF@.2-0.5 points higher in Cameroon and
0 to +0.1 in Ghana. Moreover, if we consider oriyldren aged 0 to 5 years old, then the
universal approach is predicted to produce bete€iopmances in terms of monetary poverty
than the targeted approach: in particular, in Ghameerty rates are up to 1 percentage point
lower when a universal approach is followed.

The cash transfer programme could also be intefyraith a school feeding programme,

starting with the most deprived districts in theusty. In the case of Cameroon, a school
feeding programme of this sort was estimated td tt@sGovernment 0.19 per cent of GDP
and lead to a decrease in both national monetargrpoand hunger rates for children by 0.6
and 2.6 percentage points, respectively (see Biai. 2010b). As mentioned above, a school

43



feeding programme in Burkina Faso would have a lemahpact, as school participation
there is still very low.

= Hunger

The cash transfer is also very effective in redgdinnger rates, especially in Cameroon and
in Burkina Faso, while in Ghana there are no sultistadifferences between food price
subsidies and targeted cash transfer (figure h9Lameroon, targeting cash transfers to poor
children reduces hunger by more than 4 percentagesp while in Ghana and Burkina Faso
the effects are more modest but still substantial.

Figure 19: Effects of policy responses on child hunger: consumer price subsidy and
targeted cash transfer (asdifference - in percentage points - with the base year rates)
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Source:authors’ calculation
Note Numbers in brackets refer to the base-year values

" School participation and child labour

As for the other components analyzed above, a tasikfer appears to be relatively more
effective as an anti-crisis tool (figure 20). Thssparticularly true for Burkina Faso, where
school participation for children aged 7 to 10 geald increases by up to 0.5 percentage
points (entirely through the “school/no-work” altative) in comparison with the crisis,
while the rate of children involved in some economglated activities decreases by up to 0.8
percentage points. Those moving out of labour pagh to school and others become
inactive.

In Ghana, thanks to the cash transfer, schoolgieation for children aged 6 to 10 years old
increases by up to 0.2 percentage points in cosgramvith the results under the crisis: here
these children are fairly shared between the twerratives with school. Even if the “no-
school/work” alternative decreases with the cashdfer, this is not enough to fully offset the
increase in the “school/work” alternative and, asoasequence, this policy scenario keeps
the percentage of working children in comparisorthwihe crisis scenario basically
unchanged.
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Finally, in Cameroon school-age children resultb® not significantly affected in their
decisions by the crisis or under the policy respendhis is mainly due to the very poorly
significant income coefficients, through which tle#fects simulated under the various
scenarios are captured.

However, this and other demand-side policies wdl rhost effective in the presence of
complementary improvements from the supply Sidad alone they are clearly not able to
change the state of children in terms of schodig@pation.

As for older children (aged 11 to 14), the effemts somewhat smaller, but generally follow
the same pattern (figure 21).

Figure 20: Effects of cash transfer on school participation and child labour for children
aged 6to 10 years (as difference - in percentage points - with the base year rates)
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Source authors’ calculation.
Note For Burkina Faso the sample is 7-10 years old.
Numbers in brackets refer to the base-year values.

Figure 21: Effects of cash transfer on school participation and child labour for children
aged 11 to 14 years (as difference - in percentage points - with the base year rates)
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% This result is widely confirmed by Kakwani et g1006) who assess the impact of cash transferscfwol
age children in 15 African countries, even whemugen(and unrealistic) budget is devoted to this aim
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= Access to health services

A targeted cash transfer policy is found to be \affgctive in offsetting the crisis impact in
Burkina Faso and in Cameroon, but much less schisn@ given the smaller relative size of
the transfer and weaker estimated income effemaré 22). More specifically, in Burkina
Faso cash transfers more than halve the increaseodine crisis (which is around up to 1
percentage point in 2011) registered for traditidrelers by diverting most of these children
towards the CSPSCentre de santé et de promotion sogiglen increase by around 0.5
percentage points in comparison with the crisisltesand, to a lower extent, towards private
health facilities and public hospitals.

Figure 22. Effects of cash transfer on access to health services (as difference - in
per centage points - with the base year rates)
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Note numbers in brackets refer to the base-year valDategories of health facilities consulted bycHildren
and used in the analysis are (in order of servigaaity):

Burkina Faso: (1) national and regional hospitals, advancedica¢dentres; (2) private health practitioners,
health NGOs; (3) centres for health and social tton; (4) traditional healers.

Cameroon: (1) primary and provincial hospitals; (2) distribospital, commune health centre, health
practitioner going to the sick person’s home; (Bagmnacy, health clinic, school/work infirmary, hi#aNGOs;
(4) traditional healers, informal sellers of medé&s.

Ghana: (1) hospitals; (2) clinic, mother and child cipimaternity home; (3) pharmacy; (4) consultantsi,
patient’'s home or other.

In the figure, in addition to any type of healtlifdy (categories 1 to 4), results for categorgurg shown.

5. CONCLUSION

The 2008/9 global financial and economic crisisicllexacerbates the impacts of the energy
and food crises that immediately preceded it, ha®agl to the developing countries
endangering recent gains in terms of economic dr@amd poverty reduction. The effects of
the crisis are likely to vary substantially betwemuntries and between individuals within
the same country. Children are among the most vaiite population, particularly in a period
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of crisis. Especially in least developed countriebgere social safety net programmes are
missing or poorly performing and public fiscal spas extremely limited, households with
few economic opportunities are at a higher riskatifng into (monetary) poverty, suffering
from hunger, removing children from school and imtork, and losing access to health
services.

This study simulates the impacts of the global eaun crisis and alternative policy
responses on different dimensions of child welfar&Vestern and Central Africa (WCA)
over the period 2009-2011. It is based on courttrgies for Burkina Faso, Cameroon, and
Ghana, which broadly represent the diversity ofnecoic conditions in WCA countries. In
order to capture the complex macro-economic effe€tthe crisis and the various policy
responses — on trade, investment, remittancefipaid, goods and factor markets — and to then
trace their consequences in terms of child welfarenonetary poverty, hunger (caloric
poverty), school participation, child labour, anttess to health services — a combination of
macro- and micro-analysis was adopted.

The simulations suggest that the strongest eftretsegistered in terms of monetary poverty
and hunger, although large differences betweentdesremerge. More moderate impacts are
predicted in terms of school participation, chidbdur, and access to health care, although
these are still significant and require urgent@poliesponses.

Reductions in GDP growth rates are mainly attribletao a fall in investment and, to a much
greater extent, final consumption. Benefits frontirfg import prices only partially offset the
negative effects of reduced export prices and vehyrforeign direct investment, remittances
and foreign aid. Different patterns emerge acrdss ¢ountries under analysis. While
Cameroon’s growth rate is predicted to begin t@mvec its pre-crisis rate already in 2010,
according to our simulations we need to wait ugflll to see economic growth start
recovering in Ghana and Burkina Faso.

This difference is essentially due to the econostiacture of these economies: the expected
recovery in import and export prices in 2010 is troeneficial to Cameroon because of its
initial trade surplus. Ghana's economy is the nmasgrated into the global economy and is
thus significantly hit by the predicted fall in &gn capital. Burkina Faso is affected by a
more modest reduction in foreign capital inflowsiltCameroon is able to draw on reserves
accumulated in the previous years to offset thikifaforeign capital inflows. All three
countries experience drops in formal sector empbnand informal sector wage rates with
Cameroon showing the most pronounced movement okes® from the formal to the
informal sector.

Ghana is the country where children are prediabesuiffer most from the global crisis, with
monetary poverty rates increasing by more than régmage points. This decline is even
more dramatic when compared to a reduction of rtftaa 4 percentage points simulated in
the absence of the crisis, such that the totateffean increase of more than 10 percentage
points by 2011 relative to the no-crisis scendrnmacts in Burkina Faso and Cameroon are
more modest at roughly and 4 and 2 percentage fpomespectively. In Ghana, this
deterioration is driven primarily by a reductiondansumer purchasing power and by a large
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drop in income in the non-agriculture sector. Imtcast, child welfare in Burkina Faso is
mainly affected by the fall in incomes in the aghiare sector while, in Cameroon, the
impacts are more diffuse. In general, the effentthe wage sectors as well as on remittances
generate only relatively modest adverse impactschifd poverty. In terms of absolute
changes in child monetary poverty, in Burkina Felsiidren in rural areas are more affected
than those living in urban areas, while in Camerand especially Ghana, monetary poverty
for children living in urban areas is predicted itwrease more. In all countries large
interregional variations emerge.

Children in Ghana are also the most severely afteot terms of hunger, with increases of
almost 7 percentage points, compared to negligeffiects in Burkina Faso and Cameroon.
This is primarily due to the greater monetary poyvenpacts already noted and the fact that
food prices are predicted to increase much mone tioa-food prices in Ghana.

Burkina Faso is the country where children arenttost affected in terms of reduced school
participation and, in particular, increased cha¢bdur. This is striking as school enrolment
rates among school age children were already ertyelow in Burkina Faso before the crisis
(34 per cent, compared to 83 per cent in CameradrB4 per cent in Ghana) and child work
participation was relatively high (49 per cent, gared to 31 per cent in Cameroon and 34
per cent in Ghana), The effects are more severgdonger school age children (6/7 to 10
years old), for whom enrolment rates are predittethll by nearly 1 percentage point in
Burkina Faso and around 0.3 points in Ghana (niéfyfigh Cameroon) and child labour rates
are forecast to increase by roughly 1 percentaget po Burkina Faso alone (negligible
effects in Cameroon and Ghana). Among older cmldid-14 years old), only Burkina Faso
is significantly affected with enrolment drops dfoait 0.5 percentage points and slightly
greater increases in child labour activities.

Children who become ill are also less likely toegschealth services as a result of the crisis
and they are more likely to turn to lower qualisalth facilities. This result is observed in all
3 countries, with the largest reduction in congidta rates (roughly 1 percentage point)
predicted for Burkina Faso.

Among the policy responses examined to countetaetniegative effects of the crisis on

children, a targeted cash transfer (following axgrmeans test approach) to predicted poor
children is by far the most effective programmeaetipalarly in Burkina Faso and Cameroon.

With the same overall budget, which we assume tinlaaced by foreign aid and to be equal
to 1 per cent of GDP, food subsidies have on aeermmaller effects, as they do not

specifically target the poor or children. Broadlye latter policy has a significant impact in

Burkina Faso (only in terms of reducing the monefaverty effect, by 2 percentage points)
and, to a larger extent, in Ghana where it redetds monetary poverty by up to more 2

points and hunger rates by more than 1 point.

The cash transfer is most effective in Burkina Fabkere, as in Cameroon, it is able to fully
offset the negative effects of the crisis on cmidnetary poverty. This policy is also very
effective in reducing hunger among children in BogkFaso and, particularly, Cameroon.
Indeed, this policy is even able to reduce hunge8-d percentage points in these countries
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relative to our predictions in the absence of theix In Ghana and Burkina Faso, the cash
transfer roughly entirely offsets the effects oé ttrisis on school participation and child
labour, while Cameroon has negligible effects asscimpacts there were already negligible
in this dimension. As we put no limits on the numbé beneficiary children living in the
same (poor) household, it follows that a cash tenrgeted to children is a progressive
policy response, as households with more childsehich are usually poorer, benefit
proportionately more.

We should highlight that designing and implementangash transfer programme requires
time and cannot represent an immediate responskeetarisis. Only Ghana may be in a
position to rapidly implement a cash transfer pangme to respond to the crisis, as it may
expand the existing Livelihood Empowerment AgaiRswverty (LEAP) programme. Other
interventions (or mix of policies) might be more steffective in the short run. A
combination of a universal or regionally targetsthaiting with those regions where child
poverty is more widespread) cash transfer prograrfonehildren aged 0 to 5 years old
together with a school-feeding programme in pocggions might represent an effective way
to intervene quickly to improve child well-beingsAliscussed here, given the same amount
of budget, a cash transfer provided universallgltehildren aged 0 to 5 is estimated to lead
to child monetary poverty rates that are substiytgamilar to the case in which a cash
transfer is targeted to all children (0 to 14 yeald) predicted as poor, by relatively
improving the situation of younger children. A uaisal approach such as that just mentioned
would in fact have the advantage of eliminating ensdverage error of the targeting
approach and the provide a higher individual tran&ifr younger children.

In general, a note of caution regarding these tessilin order, given that cash transfers and

other demand-side policies will be most effective the presence of complementary
improvements from the supply side.
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ANNEX |: ADDITIONAL TABLES

Table 1: Country profile, 2008 (unless specified)

Burkina Faso Ghana Cameroon

Population, total (millions) 15.2 23.4 18.9
Population growth (annual %) 2.9 21 2.0
Surface area (sg. km) (thousands) 274.0 238.5 475.4
GNI per capita, Atlas method (current US$) 480.0 670.0 1,150.0
GNI per capita, PPP (current international $) 1,160.0 1,430.0 2,180.0
Poverty(% of population below national poverty line)*** 46.0 29.0 39.9
Life expectancy at birth, total (years) 52.0* 57.0 50.0*
Primary completion rate, total (% of relevant ageug) 37.0 78.0 55.0*%
Ratio of girls to boys in primary and secondarydion (%) 84.0 95.0 85.0*
GDP (current USS$) (billions) 8.0 16.1 23.4
GDP growth (annual %) 4.5 6.2 3.9
Inflation, GDP deflator (annual %) 5.1 18.0 1.7
Agriculture, value added (% of GDP) 33.3%* 32.0 20.0
Industry, value added (% of GDP) 22.4%% 26.0 33.0
Services, etc., value added (% of GDP) 44.4% 42.0 48.0
Gross capital formation (% of GDP) 18.1** 32.0 19.0
External debt stocks, total (DOD, current US$) ljorils) 1,461.0  4,479.0* 3,162.0*
Exports of goods and services (% of GDP) 24.4%% 37.0 29.0
Imports of goods and services (% of GDP) 26.8%* 63.0 28.0
Workers' remittances and compensation of employeesived (current US$) (millions) 50.0 128.0 167.0
Foreign direct investment, net inflows (BoP, cutré®$) (millions) 600.0* 970.0* 433.0*
Official development assistance and official aidr(ent US$) (millions) 930.0* 1,151.0* 1,933.0*

Source: World Development Indicators database, April 20@untry profile at a glance, World Bank,
September 2008 Note: * = 2007; **=2006; *** Burkifeéaso and Ghana, most recent estimate (latest year
available, 2001-07); Cameroon, Country brief, WorBank (February 11, 2010) available at:
http://web.worldbank.org

Table 2: Selected macr oeconomic factsin 2008 (per cent of GDP)

Consumption Investment Net exports Openness

Burkina Faso 97.5 17.1 -15.8 34.0
Cameroon 79.4 14.6 51 441
Ghana 103.2 35.0 -36.9 117.1

Source Social Accounting Matrices, 2008 for Burkina Fasal Ghana, 2007 for Cameroon.

Table 3: Savings (per cent of GDP)

Private Public Foreign

Burkina 8.7 -0.8 10.8
Cameroon 12.9 4.6 2.1
Ghana 1.8 -4.0 36.9

Source:Social Accounting Matrices, 2008 for Burkina Faswal Ghana, 2007 for Cameroon.
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Table 4: External trade structure (per cent)

Cameroon Burkina Faso Ghana

Import Export Import Export Import Export
Subsistence agriculture 0.4 1.3 Cereals 1.4 0.2 Cereals 0.5 0.0
Commercial agriculture 0.0 4.7 Fruits and vegetables 0.0 0.3 Tubers 0.0 0.7
Farming of animal 0.0 0.0 Otherfood products 0.4 0.1 Nuts 0.0 2.3
Forestry 0.1 2.2 Cotton 0.2 0.0 Fruit 0.0 0.9
Fishing 0.0 0.0 Other commercial agriculture 0.1 4.3 Vegetable 0.0 0.3
Oil 28.7 43.2 Cattle 00 21 Meat 18 0.0
Other mining and
quarrying 2.0 0.0 Other livestock 0.0 0.6 Rice 3.9 0.0
Meat and fish 21 0.2 Forestry 0.0 0.0 Plantain 0.0 0.0
Grain mills 4.6 0.0 Fishing 0.0 0.0 Cocoa 0.0 275
Cocoa, coffee, tea and
sugar 1.0 0.9 Mining and quarrying 0.4 2.7 Other agriculture 1.7 0.6
Oils and fats 0.5 0.0 Beverage and tobacco 2.8 0.9 Forestry 0.0 16.0
Cereals 0.2 0.0 Textile 0.0 60.1 Fishing 0.0 3.8
Dairy, fruits and vegetables 1.9 0.4 Electricity, gas, and water 0.0 0.0 Mining and quarrying 46 21.0
Beverage 1.4 0.3 Other formal manufacturing 86.613.3 Food manufacturing 109 23

Non food

Tobacco 0.4 0.0 Informal manufacturing 0.0 3.2 manufacturing 76.3 149
Textile 2.6 0.5 Formal building and construction 0.0 0.0 Electricity,gas,water 0.2 0.0
Leather 0.1 0.0 Informal building and construction 0.0 0.0 Building/construction 0.0 0.0
Woods 0.0 15.4 Formal trade 0.0 0.0 Trade 0.0 0.0
Paper 2.4 0.0 Informal trade 0.0 0.0 Reparation 00 938
Petroleum 1.9 11.6 Formal transport 6.8 8.1 Transport 0.0 0.0
Chemical 10.0 0.4 Informal transport 0.0 0.0 Communication 00 0.0
Plastic 1.0 2.2 Telecommunication 0.3 1.0 Business services 0.0 0.0
Non ferrous metal 1.6 0.6 Finance 0.1 0.0 Realestate 0.0 0.0
Metal 7.9 5.3 Accommodation 0.0 0.0 Public services 0.0 0.0
Machinery 11.6 0.1 Formal business 0.8 0.9 Education 0.0 0.0
Equipment 1.2 0.0 Informal business 0.0 0.4 Health 0.0 0.0
Transport 5.0 0.0 Semi-public services 0.0 15
Furniture 0.4 0.0 Public services 0.0 0.0 Al 100.0  100.0
Electricity, gas, and water 0.0 0.0 Al 100.0 100.0
Building and construction 0.0 0.0
Trade 0.0 0.0
Reparation 0.0 0.
Accommodation 04 04
Transport 3.7 5.1
Telecommunication 03 0.2
Finance 1.8 1.3
Real estate 0.0 0.0
Business services 47 35
Government services 0.0 0.0
Education 0.0 00
Health 0.0 0.0
Social services 0.0 0.0
All 100.0  100.0

Source:Social Accounting Matrices, 2008 for Burkina Fasa Ghana, 2007 for Cameroon
Note rates are expressed as percentage of total impod exports respectively
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Table 5: Poverty gap in the base year and changes in the simulated scenarios (in per

cent)
BurkinaFaso Cameroon  Ghana

base-year 9.2 17.9 11.2
BaU 2009 0.4 0.0 -0.5
BaU 2010 0.1 0.1 -0.7
BaU 2011 -0.1 0.2 -1.0
Crisis 2009 2.2 1.0 1.0
Crisis 2010 2.7 11 2.7
Crisis2011 25 1.2 3.2
Food Subsidy 2009 1.6 0.9 1.0
Food Subsidy 2010 2.3 1.0 2.8
Food Subsidy 2011 1.7 1.1 3.2
Cash Transfer 2009 -0.3 -1.5 -0.3
Cash Transfer 2010 0.2 -1.5 1.4
Cash Transfer 2011 -0.3 -1.4 1.9

Source:authors’ calculation.

Note values for the simulated scenarios are reposqueecentage difference to the base-year value.

Table 6: Absolute number of children, total and by age groups

children 0-14  children 0-5 children 6-10 children 11-14
Burkina Faso 6,222,134 2,641,011 2,237,215
Cameroon 7,813,425 3,449,030 2,674,214
Ghana 9,276,320 3,588,388 3,311,598

Source authors’ calculation.
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Table 7: Resultsof " proxy-means' regression to identify poor in Burkina Faso

Urban Rural
Regions
Hauts Bassins 0.000 0.000
Boucle du Mouhoun 0.029* -0.136 ***
Sahel -0.010** 0.028 ***
Est 0.2871*** -0.103 ***
Sud Ouest -0.075* 0.050 ***
Centre Nord 0.123* 0.009 *
Centre Ouest 0.203* 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_ageabovel4 -0.063* -0.032 ***
hh_agebelow15 -0.053* -0.035 ***
Lotie 0.057*** 0.000
Toilet 0.375*** 1.121 ***
Floor 0.197*** 0.210 ***
Wall 0.209*** 0.085 ***
Roof 0.018*** 0.021 ***
Electricity 0.298** 0.056 ***
Water 0.247+* 0.317 ***
n_rooms 0.404** 0.278 ***
Automobile 0.354** 0.139 ***
Motorcycle 0.299** 0.295 ***
Distance 0.045** 0.044 ***
Constant 11.138* 11.453 ***
"cut-off point” 11.322 11.322
Source:Authors’ calculations from EBCVM 2003.

Notes

« Dependent variable: logarithm of total householdesditure (per adult equivalent) divided by thevaint
regional price deflator

Econometric model: quantile regressions set at fad tirban areas and at 0.30 for rural areas
Coefficients significant at 1% (***), 5% (**), 10%") level

Pseudo Rfor “urban” 0.35; for “rural” 0.10

The “cut-off point” is in logarithmic form and casponds to 82672 FCFA, the 2003 poverty line

To identify the individuals who are poor, it is Bcient to multiply the variables for each househbly
their respective coefficients. If the total sumléss than 11.322 the household is considered ag poo
otherwise it is considered as non poor.

Key:

Regions= binary variables for each region with labels tiiBassins” (the comparison category) to “Centre
Sud”

hh_ageabovel4 number of household members aged 15 and over

hh_agebelowls number of household members aged 14 and under

lotie = binary variable equal to 1 if household livesitotie residence zone; 0 otherwise

toilet = binary variable equal to 1 if household as &gis flush toilet; O otherwise

floor = binary variable equal to 1 if household livesihouse with a cement or tiled floor; O otherwise

wall = binary variable equal to 1 if household livesihouse with a cement or brick walls; O otherwise
roof = binary variable equal to 1 if household livesiihouse with a cement/sheet metal roof; O otherwis
electricity = binary equal to 1 if household lives in a howdth electricity; O otherwise

water= binary equal to 1 if household has access to @wahared drinkable water; O otherwise

n_rooms= number of rooms per household member

automobile= binary equal to 1 if household has an automobiletherwise

moto= binary equal to 1 if household has a motorcy@letherwise

distance= binary equal to 1 if household lives 15 minute$ess from public transport; 0 otherwise
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Table 8: Results of " proxy-means’ regression to identify poor in Cameroon

Urban Rural
Regions
Douala 0.000 0.000
Yaoundé 0.054** 0.000
Adamaoua -0.17¢&+* -0.177 ***
Centre -0.166** -0.121 ***
Est -0.102** -0.178 ***
Extréme-Nord -0.088** -0.326 ***
Littoral -0.347*** -0.053 ***
Nord -0.143+* -0.263 ***
Nord-Ouest -0.358** -0.348 ***
Ouest -0.116** 0.015
Sud -0.049** 0.000
Sud-Ouest -0.140* -0.079 ***
hh_ageabovel4 -0.058* -0.053 ***
hh_agebelowl5 -0.097* -0.052 ***
Toilet 0.120*** 0.106 ***
Floor 0.094** 0.117 ***
Wall 0.122%** 0.080 ***
Roof 0.110+** 0.170 ***
Electricity 0.273** 0.156 ***
Water 0.250** 0.297 ***
n_rooms 0.017** 0.092 ***
Automobile 0.552** 0.660 ***
Motorcycle 0.188** 0.306 ***
Distance 0.025* 0.034 ***
Constant 12.501* 12.500 ***
"cut-off point” 12.504 12.504

Source Authors’ calculations from ECAM I1l 2007
Notes

Dependent variable: logarithm of total householgesditure (per adult equivalent) divided by thevahnt
regional price deflator

Econometric model: quantile regressions set at fafd tirban areas and at 0.42 for rural areas

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

Pseudo Rfor “urban” 0.26; for “rural” 0.26

The “cut-off point” is expressed in logarithmic forand corresponds to 269,443 (FCFA), the poventy li
for 2007

To identify the individuals who are poor, it is Bcient to multiply the variables for each househbly
their respective coefficients. If the total sumléss than 12.504 the household is considered ag poo
otherwise it is considered as non poor.

Key:

Regions= binary variables for each region with labels tata” (the comparison category) to “Sud-Ouest”
hh_ageabovel4 number of household members aged 15 and over

hh_agebelowls number of household members aged 14 and under

toilet = binary variable equal to 1 if household as &ais flush toilet/improved latrine; O otherwise

floor = binary variable equal to 1 if household livesihouse with a cement or tiled floor; O otherwise
wall = binary variable equal to 1 if household livesihouse with a cement or brick walls; O otherwise
roof = binary variable equal to 1 if household livesihouse with a cement or sheet metal roof; O wiker
electricity = binary equal to 1 if household lives in a howdth electricity; O otherwise

water= binary equal to 1 if household has access to tayrfsnec) for drinkable water; O otherwise
n_rooms= number of rooms per household member

automobile= binary equal to 1 if household has an automobiletherwise

moto= binary equal to 1 if household has a motorcy@letherwise

distance= binary equal to 1 if household lives less thdmBfrom the paved road if urban or less than Gfkm
rural; O otherwise
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Table9: Resultsof the" proxy-means" regression to identify poor individualsin Ghana

Urban Rural
Regions
Western 0.000 0.000
Central 0.350** 0.363 ***
Greater Accra -0.066 0.000***
Volta 0.3071*** 0.086 ***
Eastern 0.188** 0.338 ***
Astanti 0.345+** 0.358 ***
Brong Ahafo 0.305** 0.000
Northern 0.000 -0.300***
Upper East 0.000 -0.527***
Upper West -0.46%* -0.572 ***
hh_ageabovel4 -0.1r6* -0.040 ***
hh_agebelow15 -0.06%* -0.050 ***
hh_size 2 0.000 0.000
hh_size 3 -0.147+* 0.000
hh_size 4 -0.146+= 0.000
hh_size 5 -0.23%= 0.000
hh_size 6 -0.18%** 0.000
Education_hh_head -0.258" -0.129 ***
Wall 0.207*** 0.061 **
Roof 0.000 -0.069***
Electricity 0.558** 0.049 **
Water 0.000 0.332%**
Kerosene 0.311** 0.000
n_rooms 0.252** 0.585 ***
Automobile 0.67 7= 0.000
Motorcycle 0.000 0.568***
Constant 15.118* 15.148 ***
"cut-off point” 12.504 12.504
Source Authors’ calculations from GLSS 2005/06

Note

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

» Econometric model: quantile regressions set atfd7urban areas and at 0.30 for rural areas

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

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

 The “cut-off point” is in log form and correspontis3708900 old Ghana cedis, the 2005/6 poverty line

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

* In order to apply these estimated coefficientshm new monetary regime using the new Ghana cdtithah
is required is to divide the poverty line by 10'086d get the new cut-off point in log terms (= ®P1

Key:

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

hh_ageabovel4 number of household members aged 15 and over

hh_agebelowls number of household members aged 14 and under

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

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

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

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

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

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

kerosene= binary equal to 1 if household uses kerosemaain source of lighting; O otherwise

n_rooms= number of rooms per household member

automobile= binary equal to 1 if household has an automobiletherwise

moto= binary equal to 1 if household has a motorcy@letherwise
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ANNEX I1: SSIMULATION SCENARIOS

Aid and development assistance, international tamges, and external trade (prices and
volumes) are identified as the main transmissiomanokls of the economic crisis to

developing countries. Hypotheses on the future v@roént of these variables form the

scenarios simulated in the study. Their recentdgesre highlighted and scenarios on their
variations are made for future periods.

The study simulates two sets of hypotheses: thelibasand the crisis scenarios. The
baseline scenario, also called the scenario witbosis or the “business as usual” scenario
(BaU) is based on the hypothesis that the chamyeariables linking developing economies
to the global economy follow recent pre-crisis tt&nAccording to its July 2009 report, the
IMF forecasts an uneven stabilization and slow vecp of the global economy. On the basis
of this information on the situation of the gloldonomy, our crisis scenario assumes: a
crisis in 2008/2009; a stabilization of the crigns 2009/2010 with a rebound of import
commodity prices in the second half of 2009 (chértg and 8); and a recovery in the second
half of 2010 for the macro variables, i.e. FDI, @dd development assistance, private
transfers and exports. The following sections disdhese scenarios in detail.

e Foreign investments

In the baseline scenario, recent statistics on teguapecific FDI flows for Ghana and
Burkina Faso (represented by the black curve iaréig 1 and 2 are used to make projection
on their future trend (represented by the blue eurv figures 1 and 2. Therefore, we
projected that, in the absence of the crisis, fprenvestments would have grown annually
between 9 and 11 per cent for both Ghana and Barkaso (table 1). For Cameroon, we
assume that the FDIs grow at an average rate gi€s.@ent derived from a macroeconomic
framing made by the Ministry of Economy and PlagniMINEPAT/DGEPIP/DAPE
2009)%*

According to the UNCTAD Investment Report, FDI feil 15 per cent in 2008 and a similar
trend is expected for 2009 if one refers to theeméaownward trend in "Mergers and
Acquisitions”, a main component of FDI (figure 2h the crisis scenario (table 1), the
changes in "Mergers and Acquisitions" between fih& fjuarters of 2008 and 2009 are
adopted to predict the effects of the crisis dutimg first period (2008-09), i.e. a 42 per cent
fall for both Burkina Faso and Ghana. It is thesuased that FDI flows stagnate in the
second period (2009-10), and resume the countrensis growth trend in the third period
(2010-11), around 9 per cent. According to forexsdsy the Ministry of Economy and
Planning in Cameroon (MINEPAT/DGEPIP/DAPE 2009k tjrowth rate of FDI projected
for Cameroon in 2009 is nil, and equal to 5.3 arftl 2r cent, respectively, in 2010 and
2011.

2 MINEPAT/DGEPIP/DAPE. 2009. « Cadrage macroéconamidynamique du Compte d’opérations
financiéres ». Republic of Cameroon.
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Table 1: Foreign investment, annual per centage change

Baseline Crisis
2009 2010 2011 2009 2010 2011
Burkina Faso 105 9.6 8.9 -42.0 0.0 8.9
Cameroon 59 59 5.9 0.0 5.26 2.8
Ghana 11.0 9.9 9.0 -42.0 0.0 9.0

Source Authors’ elaborations

Figure 1: FDI baseline scenario, Burkina Faso (Billions, CFA Franc)

180 -

Data
160 — = Baceline

140 - Puissance (Data)

120 -
100 1
80 -
60 -
40
20 -

— L] o =t L (=] — (e (=] [an] —
(=) (=) (=) (=] (=) (=) (=) (=) [an] — —
[a) [a) [a) [a) [a) [a) [a) [a) [a) [a) [a)
L] L] L] L] L] L] L] L] L] L] L]
Source :Data from "Direction Generale de 'Economie etadBlanification”. Note : R= 0.57
Figure 2: FDI basdline scenario, Ghana (Millions US$)
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Figure 3: Cross-border mergersand acquisitions (Billions US$)
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« Aid and development assistance

Projections on the changes in aid flows follow gre-crisis trend in the BaU scenario, as
described above (figure #) Thus we project average growth rates of aid flo#g per cent

in Burkina Faso and 3 per cent in Ghana (tabld=@).Burkina Faso and Ghana, the crisis
scenarios are based on forecasts made by the Emrdpeport on Development (October
2009) and presented in table 2. Aid flows and dgwelent assistance are expected to fall by
13 and 14 per cent respectively for Burkina Fast @hana in the period 2008/09. After
stagnation in period 2009/10, we forecast a reban2D10/11 to the trends of 7 and 3 per
cent, respectively. For Cameroon, forecasts bymimestry of Economy and Planning do not
concern aid trends. Public grants are expectedow gy 19 per cent before collapsing by 17
and 12 per cent in 2010 and 2011, in both the BadJcaisis scenarios.

Table 2: Aid flows, annual per centage change

Baseline Crisis
2009 2010 2011 2009 2010 2011
Burkina Faso 74 6.9 6.5 -12.7 0.0 6.5
Cameroon 19.0-17.2 -12.2 19.0 -17.2 -12.2
Ghana 27 27 2.6 -140 0.0 2.6

Source:Crisis scenario in Burkina Faso and Ghana fronopean Report on Development (October 2009).

% The distributions that best fit the data showuasgs equal to 0.87 and 0.26, respectively, fokiBarFaso
and Ghana.
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Figure4: Aid and development assistance, Burkina Faso (Millions US$)
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Figure5: Aid and development assistance, Ghana (Millions US$)
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Source:see table 2
Note:R? = 0.26

* International remittances

In the same vein, baseline projections for remaggnfollow the pre-crisis trend as portrayed
in figures 6 and 7 with annual increases averagnogind 6 and 7 per cent in Burkina Faso
and Ghana. For Cameroon, we assume stagnatiomiimgation of the pre-crisis trend based
on the 2007 and 2008 figures from the online W&dahk remittances database.

The crisis scenario for Burkina Faso and Ghanaseth on the low case forecasts made by
the World Bank report on remittances, i.e. a reducby 11.6 per cent in period 2008-09
(table 3). Then, international remittances stagnat€2009-10 and rebound in 2010-11
following the pre-crisis trend (around 6 per certpr the case of Cameroon, the crisis
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scenario is based on forecasts by the Ministryadnemy and Planning, i.e. a 25.3 per cent
reduction in 2009 and another reduction by 39 eet a 2010, followed by a 69.9 per cent
increase in 2011.

Table 3: International remittances, annual per centage change

Baseline Crisis
2009 2010 2011 2009 2010 2011
Burkina Faso 75 7.0 6.5 -11.6 0.0 6.5
Cameroon (*) 0.0 0.0 0.0 -25.3 -39.2 69.9
Ghana 70 6.4 58 -11.6 0.0 5.8

Source:Crisis scenario in Burkina Faso and Ghana froml@vBank report on remittances, low case forecast
(July 2009). Crisis scenario in Cameroon: forecadt the Ministry of Economy and Planning
(MINEPAT/DGEPIP/DAPE 2009).

Figure 6: International remittances, Burkina Faso (Millions US$)
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Figure 7: International remittances, Ghana (Millions US$)
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Figure 8: Forecast of international remittances, Cameroon (Billions of CFA francs)
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Source:Ministry of Economy and Planning (MINEPAT/DGEPIRBE), 2009. « Cadrage macroéconomique
dynamique du Compte d’opérations financiéres ».uRkp of Cameroon.

* Exportvolumes

Once again, baseline projections are based onrthergsis trend (2002-2008) with annual
increases of 3-4 per cent in Burkina Faso, 11-XYZeet in Ghana, and around 5 per cent in
Cameroon.

In the crisis scenario, world exports are expedtedontract by 6.5 per cent in 2009 for
emerging and developing countries according toViteeld Economic Outlook (IMF, July
2009). This represents a 10.6 percentage pointtiedun export growth rates relative to the
4.1 per cent increase posted in 2008. We assurhéhthdnypothesis is applicable to Burkina
Faso, where exports were also growing at aroundr4cent in 2008. In contrast, the main
export commodities in Ghana, i.e. gold and cocasaglbeen less affected by the crisis so far.
Furthermore, pre-crisis growth trends were muchéign Ghana. We therefore assume a
somewhat smaller 7.3 percentage point reductioaxjort growth rates in Ghana, which
brings 2009 export volume growth from 12.3 per darthe BaU scenario to 5.0 per cent in
the crisis scenario. In the case of Cameroon, titernational demand for Cameroonian
exports remains endogenous. Export volumes stagn&2609 as a result of the crisis and
subsequently grow at a slower rate than in the Badnario.

Table 4. Export volumes, annual per centage change

Baseline Crisis
2009 2010 2011 2009 2010 2011
Burkina Faso 40 3.6 3.3 -6.5 0.0 3.3
Cameroon 50 46 4.7 0.1 34 31
Ghana 12.312.0 11.4 50 0.0 114

Source:authors’ elaboration.
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Figure 9: Exports, Burkina Faso (Billions CFA Franc)
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Figure 10: Exports, Ghana (Billions US$)
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Import prices

In the baseline scenario (without crisis), we asstinat import prices will stagnate after the
record high levels posted in 2008.

In the crisis scenario, changes in average imparep in 2009 are taken from IMF (2009c),

then it is assumed that prices rebound beginnirPik0, as recent data suggest, to pre food-
crisis trends (2000-2006).
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Table5: Scenario on import prices, Burkina Faso (per cent)

Change in prices

Products ms]ﬁg:te ZOOSOIZ:E%;?WC(_&S - IMF (forecast)

y prices 2009 2010 2011
Cereals 1.4 Maize (corn), rice, barley, wheat -18.1 4.9 4.9
Fruits and vegetables 0.0 Banana, orange -13.2 8.8 8.8
Other subsistance agriculture 0.4 Maize (corn), rice, nuts -6.4 6.2 6.2
Cotton 0.2 Cotton -16.2 2.2 2.2
Other commercial agriculture 0.1 Agriculture raw materials -188 1.2 1.2
Cattle 0.0 Beef -2.9 5.7 5.7
Other livestock 0.0 Lamb, chicken, pork -8.4 3.7 3.7
Forestry 0.0 Agriculture raw materials -18.8 1.2 1.2
Fishing 0.0  Fish, prawns -8.0 -7.2 -7.2
Mining 0.4  Metal products -188 1.2 1.2
Beverage and tobacco 2.8 Beverages -3.6 4.9 4.9
Other modern manufacturing 86.6 Energy, food, industrial inputs -31.3 8.8 8.8
Building and construction 0.0 Non fuel price index -23.4 6.2 6.2
Transport 6.8
Communication 0.3
Financial services 0.1
Other modern private services 0.8
All 100 - -18.1 4.9 4.9

Source:authors’ elaboration

Table 6: Scenario on import prices, Ghana (per cent)

Products m;ﬁg:; Price sources : IMF commodity price Chazr(;gg n pzrz)clczs (fo;((e)czst)
Cerals 0.5 Maize (corn), barley, wheat -20.9 49 4.9
Meat 1.8 Beef, lamb, chicken, pork -2.9 3.7 3.7
Rice 3.9 Rice -13.4 7.5 7.5
Other agriculture 1.7 Food prices -8.9 4.9 4.9
Mining 4.6 Metal prices -32.2  12.7 12.7
Food manufactured 10.9 Commaodity price index -20.8 114 11.4
Non food manufactured 76.3

Electricity 0.2

All 100

Source:authors’ elaboration.
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Table 7: Scenario on import prices, Cameroon (per cent)

Change in prices

Products Ig]hp;rg 2009 Price sources : IMF commodity prices (forecast)
2009 2010 2011

Food agriculture 0.37 Maize (corn), rice, barley, wheat, peanuts, orange 436 24 9.1

Cash crops agriculture 0.00 Cotton, cocoa, coffee arabica, coffee robusta, giénbanana -11.9 8.1 5.4

Livestock 0.00 Lamb, chicken, beef, pork -105 45 38

Forestry 0.10 Hides, logs -6.9 -02 22

Fishing 0.00 Seafood -48 -65 -1.2

Crude oil 26.48 Crude oll -42.7 26.0 8.7

Other extractive products 1.93 Metal price -24.1 29.6 11.1

Meat and fishes 2.20 Meat and sea foods -101 45 34

Grains and flour 4.80 Cereals -27.7 04 48

Cocoa, coffee, tea and sugar 1.07Beverages, sugar -8.8 109 5.8

Oleaginous products and animal foods 0.50Vegetable oil -364 99 6.8

Cereal-based products 0.16 Cereals -27.7 04 48

Dairy products 1.92 Food-price-index-120 -199 75 53

Beverages 1.46 Agriculture raw material -19.2 11.3 21

Tobacco 0.38 Industrial Inputs Price Index -24.020.7 8.0

Textiles and clothing 2.73 Wood -119 -16 4.2

Leather and footwear 0.16 Wood, hides, logs -119 -16 4.2

Processed wood except furniture 0.03Petroleum -42.7 26.0 8.7

Paper 2.37  Non-fuel-price-index -19.2 125 6.0

Refined oil 1.82 Rubber -348 25.8 10.7

Chemicals 9.91 Metals -24.1 29.6 11.1

Rubber and plastic 1.02 Commodity price index -19.2 125 6.0

Non metallic minerals 1.70

Metals 7.58

Machines 12.94

Audiovisual equipment 1.30

Vehicles 5.65

Furniture and miscellaneous products 0.43

Electricity, gas and water 0.00

Construction 0.02

Trade 0.00

Repair 0.00

Hotels and restaurants 0.47

Transport, warehouse, and communication 3.88

Posts and telecommunications 0.27

Financial services 1.80

Real estate 0.00

Services to firms 454

All 100.00

Source:authors’ elaboration.
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