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

This study is the result oésearch promoted by the Regional Office of UNICEF for West and Central
Africa, in collaboration with the UNICEF Innocenti Research Centre and the UNICEF Division of
Policy and Practice and aimed at the assessment of the potential effects of the glaralcecasis

on children in Burkina Faso, Cameroon and Ghana and the proposal of concrete policy responses for
consideration by policy makers.

One regional and three country teams of researchers were formed. The regional team, coordinated by
the African ofice of the Poverty and Economic Policy (PEP) research network, based at the
Consortium pour la recherche économique et sociale (CRES, Dakar), was composed of researchers
from Africa (GREAT, Mali; University of Yaoundé, Cameroon), from the Université Lev@lanada

and the UNICEF Innocenti Research Centre. The regional team developed the basic methodology,
provided training and closely supervised the three country studies, and prepared a regional report and
policy brief synthesizing the results for the @@rcountries. The country teams led the country
analyses, interacted with the local policy committees and wrote their respective country reports.

This research was initiated in June 2009. At the end of that month the regional team provided the
methodologyand held an intensive training workshop in Accra for the local teams. A visit to each
country followed in August. In the following months the regional and country teams carried out the
analyses and presented the preliminary results of the study duriremder and December at the

WCARO Social Policy Network Meeting in Dakar, the GDINI CEF conf erence on |
economiccrisi§ |l ncl uding children in the policy respons
iRet hinking African d&fconbmi &Gl Bbhl cY Ecbnomighand
Nairobi. In the following two months the regional and country studies were finalized, including also

some additional policy responses specific to each country.

The main outcomes of this project are:
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Simulation of the effects of the economic crisis and response policies on
children in West and Central Africa: the case oBurkina Faso

Lacina Balma John Cockburfi Ismaél Fofand Samuel KabogandLuca Tibertf

@Université de Ouagadougou
®PEP research network and Université Laval, Quebec, Canada
¢ UNICEF, Innocenti Researche@tre (IRC), Florence, Italy

Summary: Burkina Fas6 bard earned economic gainsrecent yearbave beerroded by the 2008

09 world financial and economic crisi§he countrywill particularly feel theeffectsof the world
economic crisisdue toits close linkswith the world economy. Most of the adverse effects are
transmitted to households then passed onto children. The situation of chileh@pally depends on
the monetary and nemonetary wellbeing of their househol@his, together with theilgreater
vulnerability, means thathildren are at riskof suffering more, and for longer, from the impacts of the
crisis. It istherefore cruciako understand and anticipate the effettiat the crisismay have on
children in Burkina Fasand to propose omtsfor social protectiorio counter these effects.

To this end, we propose a magnicro economic approach. Maenaicro economic analysis uses a
general calculable equilibrium (CGE) modelsimulate the impacts efrioustransmissiorchannels
of the cisis tothe Burkinabe economy. The results of these simulatiomghen used fahe micro
econometric analysisvhich integatesindividual and householdconomic behaviouo evaluate the
impact of the crisi®n child welfare.

According toour simuldions, whichrun from2009to 2011, the financial crisis respectivelgads tb

and 1 percentage point increage the incidence of monetary and caloric poverty among Burkinabe
children.Moreover, the schoanrolmentrate for childrerwill decline by atout 0.7 percentage points
dueto the crisis, whilehe child labourrate will increaseby about 1 percentage poiftinally, a 1
percentage point decrease in thedical consultatiomate among chiren is expected, along with
substitutionfrom modern he#h services tdraditional medicineLarge regional and rural verban
gaps are alsnoted

A monetary transfer policy targeting poor children appears to be the most effeattwergingthe

negative effects of the crisis and returning to the treathvtlould have existedithoutthe crisis.Such

a policy, financed by external amhd with a budgetof 1% of GDP,re-establisheghe trend that

monetary poverty would have followed in the absence of a aisilseven leads to a reduction in

hunger It alsolimits thec r i adveséeffects on schoshrolment chi |l d | abour and s
access to modern healthre services. A universal (ntargeted) variant of this tnafer policy for 65

yearolds has similar results argleasier toenact Policies which subsidize food améreals as well

as monetary transfer polés for the Centre anBllouhounregions (the areas most affected by the
AugustSeptember 2009 floods)ere also analyzed.

Key words: world economic crisis, child poverty, hunger, eafimn, child labour health, West and
Central Africa, social protection.
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INTRODUCTION

The world financial and economic crisis, whighew out of the 2007 mortgage crisis in the
United States, could compromisscentgrowth andpovertyreduction effortgdhat havebeen
undertakerby many @veloping countrig This comes just after these economies werayhit
the energy and food crises.

Burkina Faso, much like the rest of the world, has seen its hard earned economif gains
recentyears eroded by the world financial and economic crisis. Wisilénancial system

weatheed the world financial crisigvell, BurkinaFas6 s | i nk s dcanomynean gl ob a
thatit is not immune to the effectsf the world economic crisis. The country depends on
internationaltrade in goods and secesas well as foreign investent. External public aid is

a significant source ofundingf or t he count Mrgnéfers fromne Buekinabe me n t .
living abroad are also an important sourcencbmefor the country.

After having averagd 5% real growth overthe decade, the Burkinabeconomy can be
expected to slow due to the world economic crisis. In its April 2009 report cectmomic
outlook for SubSaharan Africa (IMF, 2009a), the InternatdnMonetary Fund (IMF)
forecastgrowth of 3.5 andt.1% for the Burkinabe economgspeately for 2009 and 2010.
Thesefiguresare clearlylower than the growth rate of 5% registered in 2008.

The negative effects of the crisis are transmitted to vulnerable populations in developing
countries, such as children, through several channels. Mloshese effects are first
transmitted to households and are then passed on to children. As susitudtien of
childrencan alteras a result othangingmonetary and nemonetary welfarevithin their
households.

The macroeconomic and distributivfegets in developing countries will largely depend on

the size of the crisis in developed countries, the initial conditions in each country and the
macroeconomic policies in response the crisis. However, formulatingractical and
appropriate recommendansto stimulate growth angrotect vulnerable populatiossichas
children from the negative effects of the crisis requires an understanding of the expected
effects of the crisis in industrialized and emerging countries and its principal channels of
transmission to developing countries, as well as a quantitative evaluation of its economic and
social effects.

The present report aims to analyze the potential sffeatthe world economic ahfinancial

crisis and possiblepolicy responseshave on child welfare in Burkina Faso using
multidimensional approach.h& impacts ommonetary and caloric poverty, education and

child labour, as well as access to health care sepaoesnalyzed. The report is structured in

five sections.Section 1 includes #rief di scussion of the <crisis
methodological approach is summarized in section 2. The results of the crisis scenarios and

the policy responsesra sequentially presented in sections 3 and 4. The final section draws
conclusions and outles recommendations.



1. EXPECTED EFFECTS OF THE ECONOMIC CRISIS IN
BURKINA FASO

The world economy experienced worst performance since the Secondrd/War in 2009

accordingto the IMF (IMF, 2009b), with a 1.4% drop in global economic production in that

year. Strong and growing interdependence between economies considerably increased the
vulnerability of countries facing the economic crisis. Analysts are unanimous about its global

i mpact and refute any HAdecoupl i nghoin Qub gr owt
Saharan Africa fell by nearly twihirds according to the IMF (IMF, 2010a), from 5.5% in

2008 to 2.1% in 2009.

Growth in Burkina Faso is somewhat less affected and should be around 3.5% in 2009, which
is still a significant slowdown compared ttee 5.0% growth registered in 2008 (IMF, 2009).
Higher oil prices, lower repatriation of savings and a lagme return of Burkinabe
nationals living abroad are among the factors which most heavily influenced the eagihnomy
Burkina Fasmver the 20022008 period.

While international trade, foreign capital and investment flows, private remittances and
public development ssistanceare found to be the primary transmission channels, their
respective contributionare likely todiffer from one country to atloer. Witha 34% trade
opennessate trade is the most important transmission channel ofvtitéd crisis to Burkina

Faso figure 1). This is followed by foreign capital transfers, whiclk aearly 10% of GDP.
However, @velopment assistance and privagenittances which are respectively 3.7 and
2.3% of GDP, are not large enough to generate a significant impact on the Burkinabe
economy*

Figure 1: Structure of international transactions, % GDP

34.0
9.7
3 '7 2 '3 i
I —
Trade Aid Remittances Savings

Source Developed by the authors from the 2004 nati@tabounts

Changes in external trade variables, i.e. prices and volumes of imports and exports, affect the
trade balance andtuhately thereal exchange rate. The size of the exchange rate adjustment

" However, it should be noted that these ratios differ significantly from the World Bank figures, respectively
13.7 and0.7 percent of GDP 2007 (WDI 2009).
2



required to balance the current account balance depamdhe price and volume shocks
suffered by the main products imported and exported by Burkina Faso, as wella®kioé
economic openness for trade

Although the consequences of the crisis fale in all economic sectors, those which are

directly linked to external markets, i.e., which are primarily export sectors, are particularly
threatened by the forecast of reduced world demand. Indeed, over the last few years, Burkina
Fasobs exports have been dominated idmgfy prod
primarily cotton fibre and livestock products.

Tabl e 1 presents t he struct urcapitalogbodsBand ki nab
machineryp , hydfocarbons and energy a riodd pfoducté are the main products

imported respectivelyrepresenting36.8, 291 and128% of t he t ot al val ue o
i mports. Tnaieexpodsarenitottoyd sa livestodk productswhich accounfor

56.6 and 13.6% of the total value. The i s i s @n the prices @and graded volumes of

these products wibd primarily affect the external current account and the exchange rate.

Table 1: Structure of external trade

Millions $US Percent

Total exports (FOB) 625 1000
Cotton 354 56.6
Livestock products 85 136
Others 186 29.8
Total imports (CAF) 1036 1000
Food products 133 12.8
Hydrocarbons and energy 301 29.1
Capital goods and machinery 381 36.8
Others 221 213

Source World Bank(2008)

Foreign investments in Burkina Faso are also expected to decline due to uncertainty and risk
aversion.Foreign direct investments (FDI) mostly originate from France and China and are
destined for mining, road infrastructure and the manufacturing sector. However, the
international financial and economic crisis reduces the profitability of many investment
projeds, leading tadeferral of projects such as the ZACA project, a vast construction project

in OuagadougouA number of roadnterchangeprojects have also not yet begun. Altogether
according to the estimates of theectorate General of Economy aRthnnng (DGEP),FDI

was 36.5 billion CFA francs in 2008, less than a third of their levR0GY.The reduction in

FDI appears to be greater with the contraction in the global economy.

Flows of foreign development aichay be negatively affected by the wofidancial and
economic crisis. Mobilization of this traditional source of financing not only depends on
conditions in donor countries, but also on performaaoag with thel MF &Esonofmic
Policy Support Instrumeh{EPS) program IMF forecasts indicata slight decline irfforeign
development aideceived by Burkina Faso from 2.9% of GDP in 2008 to 2.8% of GDP in
2009.



Transfers from Burkinabe citizens abroad could also suffer from declining economic activity
and purchasing power in industrializedunties. TheDGEP forecastshows a 2.2% decline
in the amounbf funds from emigrantsyith direct effecs on household consumption.

2. METHODOLOGICAL APPRO ACH

The analysis of the impact of the world economic crisis and the policy response options on
the welfire of children in Burkina Faso uses a mauoioro economic approach. The
macroeconomic analysis uses a calculable general equilibrium (CGE) malelluate the
impact of various transmissiamannelf the crisis to the Burkinabe econoniihe model is
combined with a micreeconometric analysis which explores the microeconomic behaviour of
individuals and households and evaluates the impact of the crisis on thbeimglof
children. For a detailed presentation of the methodology, see @iokburn, Féana and

Tiberti (2010).

2.1 Macroeconomic analysis: shocks and their price and employment effects

A CGE has the advantage of capturing the structural effects of the economiesbédeilgd

as well as the direct and indirect effects of shocks and macroemopohgcies. It highlights

the interactions between different actors in the economy. Most of the equations are derived
from rigorous microeconomic foundations specifying how agents adjust the quantities
demanded and supplied on each market in responseace yariations. There are also a
number of macr oeconomic equations ensuring
consistent with macroeconomic constraints. The resulting model is then used as a sort of

Al aboratoryo to si mul aohoeicpolices.i mpacts of shoc

In order to predict the effects of the world economic crisis on the Burkinabe economy, four
principal transmission channels have been taken into consideration: external trade, private
remittancesforeign development aidnd foreign invetments.

e Trade

The global crisis is expected to reduceridrade andwill thusaffect the national economy

by lowering demand for its primary export products. Prices of exported and imported
products are likely tdall because they are directly linked decliningworld import and

export prices. Changes wolumesand prices of exports anidhports due to the world
financial and economic crisis are induced by adjustments in the exchange rate or internal
prices. Changes in the trade channel are simuléiedreduced export demand and
international prices for imported products. These variables are exogenous in the CGE.

e Private internationalremittances

Householdincome is derived from payments fproductionfactors(labour and capital) and
transfers fron other households, firms, the government and from abfoddect impact of a

4



global recessions reducel remittances from family members living and working abroad
This leads to lower income and, consequently, lower domestic demand via reduced
consumpin and savings/investment. i$tsituation increases pressarethe current exteah
account balance, leading tlepreciationof the real exchange rateshich in turn increases
domesticprices. Foreign transfers are an exogenous variable in the CGE wla avportion

of the crisis shock is transmitted.

e Foreign development aid

The government is passive in the sense that it does not optimize an objective function. Its role

is limited to that of regulating economic activity and distributing wealth. Its iecasn

derived from trade taxes, taxes on products afesubsidies, direct taxesnterest and
dividends,andnet foreign aid and borrowing. Its expenditures include transfers to domestic

and foreign institutions (debt payments) and current expenditureffaices in the public
sectorThe governmentds current account Thes <cha
financial and economic crisisan be expected taffect the flow of aid,jmpacting onthe

public budget balance and the current external accoutdrrial aid flows are also exogenous

and are modified to simulate their evolution due to the global economic recession.

e Foreign investment

The current account, the capitadlcountand changes in reserves are the three components of
the balance of payment The capital account includes net foreign direct investments and
other capital transactions with the world economy. Since international reserves are held as
fixed, the current account balance is constrained by the capital account balance.

As such, a dit in the current account corresponds with a capital account surplus, which
indicates foreign savings available for local investment. The total savings of households,
firms, the government and the rest of the wditthnce total investment. Teulowerforeign
savings reducthe capacity for investment in developing countries.

Total investment net of public investment and foreign direct investnseristributed
between the productive sectors as a function of the relative rates of return and tbie cost
using capital in those sectors. This last is equal to the dual price of investment times the sum
of the depreciation and interest rates.

The sectoral stocks of private capital are updated using a capital accumulation equation
which includes the depretion rate, investment and FDI flows in each sector

The world recession reduces direct investment and other foreign capital inflows, thus also
lowering the capacity for investment in developing cdestrin a context of tight
international credit contions, the trade market balances out via adjustments in the exchange
rate or domestic price3hese countries, having accumulated foreign reseaves previous
years, are in a position where they can counter lower FDI flows with an increase in other
captal flows in order to rebalance the current account.

5



2.2  Links between the macro and micro economic analyses

In order to evaluatéhe distributive effects of therisis shockand possiblgolicy responses,

it is first necessary teend price changésof products and factoris and employment levels

to the microeconomic modulehis is donef ol | owi dppwaofiseguent i al
(Rohllard, Bourguignonand Robinson2008). The analysis can therefore capture the price
and reallocation effects of the wdreconomic crisis. The micro and macro modules are
carried out sequentially over three peria2i30809, 200910and2010611.

The links between thenacro and micr@conomic modules are changes in the prices of
products for consumption or production, wagesl the level of employment for different
categories of workers simulated by the CGE, income for agricultural and non agricultural
family businesses, dividends and private transfers. This information is then used as imputs fo

the microeconomic analysig ¢he level of individual households. The advantage of the

mi crosi mulation approach 1is its <capacity to
sources and consumption profilan order to analyze the intergroup and igitoap

distribution of poverty ash inequality.

2.3 Microeconomic analysis: child poverty and wdkbeing

The microeconomic analysis aims to measure the effects of the financial crisis on five aspects
of chil dr ends (1)lmonetary govedy(@ncdlorit powertyg3) education (4)
child labour and5) access to health services

In this study, a child is defined as beipgor in monetary terms theylive in a household
where consumption per adult equivalédeflated by appropriate temporal and spatial price
indexes, is undethe official monetary poverty threshold 82,672 CFAper year However,

this poverty line does not meet the minimum needs of individuals in Burkina Faso and is
lower than the international absolute poverty line usethbyWorld Bank of$125 at PPP.

The use of this official poverty line enormously underestimates poverty in Burkinaakdso

its revision is therefore urge(for moreonthis see Cockburn, Fofana and Tiberti 2010).

To analyze monetary poverty among children in the initial situation ak asein the
aforementioned scenarios, we look at the incidence of poverty among children aged 0O to 14
years.Total real consumption, as defined above, is the varis#dto evaluate the effects of

the crisis. This variable is in fact affected by changasulated at thenacroeconomic level,

in consumption prices, wage and employment rates, profits for agricultural and non
agricultural family firms, dividends and private transfers.

The monetary values of household consumption for the different foatligisobought and

self consumedhave been converted into quantities using the prices on the geographically
nearest market. These quantities are then determined at the level of individuals (per adult
equivalent)by dividing themby the household equivalenseale. They are then converted

2The equivalence scales used were constructed indsation of the minimum caloric needs by sex and age
group.
6



into calories using nutritional tables (Barikmo et al. 2004) and compared to the minimal
caloric needs 02283 kilocaloried per day for an adult male in order to assess caloric
poverty. This figure allows us to calculate theidence ofcaloric povertyamong children.
Changes in prices for food goods as well as income affect quantities of food products
consumed and, thus, on caloric consumption in the microeconomic model Bibipetr al

(2010.

Schoolenrolmentand child labour are analyzed together, yielding four possible cases: (1)
Aschool / no wor ko, (2) fAschool/ wor ko, (3) fAn
probabilities of being in each of these statesracelelledusing a simultaneous choice- bi

probit regrasion. These probabilities correspond to the average share of children in each of

the four casesDue to the lack of detail in the survey, child labour is considered as
engagement in any econonactivity, whether or not it is remuneratesidregardles®f the

number ofhours spentor family labour(domestic work is thus not includeddmong the
explanatory variables, real household consimnp per adult equivalent sexs as the

transmission variable for thecrissn d pol i cy r e s p o nig@s in scmoolc hi | d
and labour.
Foraccess to healthcareservices si ck chil drends consultati on

of service consulted were analyzed. Four types of health care services are specified: (1)
public or regional health care seres; (2) private or NGO health care services, (3) basic

health services, such as Health and Social Promotion Centres, and (4) traditional healers,
marabotiand others. The probabilities of consultation and the choice of the type of service
weremodelled regpectively, using probit and multinomial logit regressions. The probabilities

are the average proportion of children consulting each of the four types of services. The
househol dbés real consumption arises aes ah e>»
for the simulated scenaridscrisis and policy responsésve estimate the impacts on access

to health care services.

Finally, to simulate a policy of targeted cash transfers to children, we have constructed an
econometric model of a type that thevgonment should adopt to predict the state of poverty
among households and their children. Following a proeans approach, real consumption
was regressed on a limited number of easily observable-deniographic characteristics at

the household level.ée tables 1 and 2 in the annex for téwgetingand the coefficients for

the variables used.

For more details about the methodology, Bdx, Cockburn, FofanandTiberti (2010).

2.4 Data

The data for the CGE is from the 2008 social accountability xng@AM) for Burkina Faso,
described in table 2. It identifies economic relations over six sets of acc@unt@8
activities; (2) 28goods and servicdeach activity produces a single good or service and each

3 This caloric poverty thresholi$ the same as the one used to estimate the cost of the food component of the
absolute monetary poverty threshold.
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good and service is only produced by onev#g)i; (3) 7 production factorg6 typesof
workers and one category of capiig¥) 8 caegories of households according to the activity
of the household hea(B employees 3 agriculturaland 2 non agrialtural), (5) 2 other
institutional agents: the gemment and the rest of theorld; (6) 1 savingsinvestment
account

Table 2: Descriptionof the 2008 SAM for Burkina Faso

Group | Description

Activities/goods

Agriculture (9) Grains Fruits and vegetablesCaton; Other cash cropsCattle Other livestak;
Livestock products; Forestry; Fisheries

Industry(8) Mining and quarryingModern drinks and tobaccd extiles; Electricity, natural

gas and water Other modern industries Informal industries; Modern
constructionand Informal construction

Servicegq11) Modern trade; Informal trade; Modern transpdriformal transport; Post an
telecommunications;Financial services; Hotel; Other modermommercial
services; Other informalcommercial services Private and parapublic no
commerciakervices; Publican commerciakervices.

Production factors

Labour(6) Informal rural Formal wral; Formal qualified doan; Formal non qualified urban
Informal qualified wban and Informal non qualified urban

Capital (1) Capital

Institutions

Household¢8) Pubic sector employeesFormal private sector employees; Informal sec

employeesCotton producerdivestock farmersOther farmersNon agricultural
employeesand Inactive

Others(2) Governmentandrestof the world

The microeconomic analysis is leason household and individual data obtained from the

2 0 0 Bhquéte sur les Conditions de Vie des Ménage€VM 2003) which is the most recent

survey available at the time of writing. This survey collected sociodemographic and
economic data on householdsd individuals, including childrenrelating mainly to
househol dsé food and non food consumption, a
access tealth careservices.

3 CRISIS SCENARIOS AND RESULTS

The scenarios simulated in this study argdoia in part, omssumptiongbout future changes

in the principal variables which transmit the world economic crisis to the Burkinabe
economy, and also on response policies that the state could chéiogetoh e cr i si s 0 i
on the welfare of childrein Burkina Faso.

3.1. Scenarios with and without economic crisis

The July 2009 IMF report (IMF 2009b) highlights a fragile stabilization and a slow recovery
of the global economy. However, a sustained recovery in economic activity in industrialized
countries is forecast for the secohdlf of 2010, according to the same report. On the basis of
recent information on the state of the world economy, the study formulates and tests the
following scenarios:



- The scenario without crisisr of continuity also thereference scenarjavhich serves
as a basis of referenéer the later scenarios. Thensmission variables follow their
pre-crisis trendsn this scenario

- The crisis scenario which patulates a deterioration in transmission variables
between 2008 and 009 (A2008/ 20090) , a rsagmantnd in
trend for other transmission variables between 2009 and @@009/2010), and
finally a recovery for all transmission variables betwe2010 and 2011
("2010/2011).

The following sections dauss the implicationfor the economy of Burkina Fasif these
scenarios for each of the transmission variables and the world economic crisis.

3.1.1. Imports and exports

The world economic csis has nomegligible repercussiorfer goods and services traded by

Burkina F&o. We mentioned earlier thatmpor tmodef n Aimanuf dandur ed
e X p or totton fibféd fa livestodk products ar e t he basis.Wef the
present below theresumedpricec h a n g enso dfeorrn fima n u f aaod twse®fd g o o d
export deotanfibkd f alivestddk products .

The datafor changes in world price®r many traded goods comes from the IMF (IMF

2010b). Thisdata is the starting poifidr construcing scenarios of future changes in import

prices forBurkina FasoThe IMF priceis used directlwhenthe product category is exactly

the same as gpified in the modeMWhen this is not the casa price indexs constructed by

weighting several IMF prices in proportion to their respecthares of impds. Moden
manufactured goodsomprisenearly 80% of importdor Burkina Fasoand the shares of

individual goods are presentedfigure 2. Figure 3 illustrates the change in the world price

i nde xmodeo manifactured produots f r om Se pt eugbse2009,1a8dottee t o A
forecast from September 2009 to December 2011, accotdirige reference and crisis

scenarios simulated in this study.

* Following the nomerlature ofthe national ecounts used in this stupihese importsre mostlycapital goods
and machinery, petroleum products and food prodwdigh together amount to 79 per cent of the total.
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Figure 2: Structure of imports of modern manufactured goods
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Source 2004 national accounts

Figure 3: Changein the world price index for modern manufactured goods19992011
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SourceAut hordéds calculations from I MF data (I MF 2010b)
Note Reference year for the price index = 2085. of mid-2008, the series for the reference scientollows
the precrisis trend; as of September 200@ tseries for the crisis scenario follows the assumptions formulated in

section3.1

In the absence of a crisis (fddshed, we postulatestagnanprices for importsfollowing the
increaseexperierwed during the food cilis In the crisis scenarigricesare observed until
the third quarter of 2009yith a substantial decline in prices from rREA08 to mid2009 and
an upward correction during the third quarter of 2009 (green). In the crisis scenari
postulate that this price recovery continues througkthe period of analysigpllowing the
historical trendblue)through to mie2011
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Exports of goods and services from Burkina Faso toréisé of the world constitute an
importanttransmissiorchannel of the global economic crisiéie main exports from Burkina
Fasq girfned cotton  a livestodk producty increasedy 110% between 2000 and 2008
(figure 4). This was largely due to an increase in the volume of exports; cotton represent
60% of total exports,but its price only increasd by an average o20% over the period
(figure 5). Extending this trend into the future, vexpect3 to 4% annual growth in the
volume ofexporsin thefollowing yearsin the naecrisis scenario.

Figure 4: Exports of goods and servicefbillions, FCFA)
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Source World Bank(2008)
Note As of mid-2008, the series for the reference scenario follows thernsis trend and the series for the
crisis scenario follows the assumptions formulated in section 3.1.

Figure 5. Annual change in the price of cotton($US per pound
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SourcesIMF (201()

In the crsis scenario, the changes2009 exportvolumes are based on IMF estimates for
emerging and developing countries (IMF 2009b). Lacking precise information f&mnBu

Faso or for some products, we use their forecast of a 6.5% decline for these countries as a
whole and apply this fi guihe IMFantidpateslkaild% F a s c
recovery in export§rom these countiegr 2010, & assumptiorwhich we alsomake for
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2010/2011after stagnationn 2009/2010.Exports from Burkina Faso arhus expected to
recover in mie2010to follow the trendrom earlieryears.

3.1.2. Other crisis transmission variables

Foreign investmenin Burkina Fasashould decline du# the economic and finaial crisis.

The country hasn active policy to attract foreign investment thanks to tax concessions.
Investments in mimg, telecommunications and financial services remain under public
control. In 2008, net foreign investmeramounted ta36.5 billion CFA francs after an
exceptionally high level of 164 lbon CFA francs in 2007, which was nearly ten timess

level in 2006, as illustrated ifgure 6. In the reference scenario, FDI follows the historical
trendof nearly 10% anual growthrepresented by éblue line iffigure 6.

According to the United Nations Conference on Trade and Development report (UNCTAD,
2009), worldwide FDI declined by 15% in 2088ativeto the previous year, a trend which is
expected to continueni2009. While Africa saw a significant increase in FDI in 2008
(34.7%), a more modest increase is expected for 2009 if we look at the most recent statistics
on fAMergers and Acquisitionso, the main co
decline betweelthe first quarters of 2008 and 200&y(re 7). Thus, in the economic crisis
scenario, we postulate that the trend in the evolution of FDI over the following years should

not differ significantly from itamnainc o mponent , iMer gers maned Acqu
the trend for AOther capital t roasequéndyFd 0 s hou
would decrease by 42% in 2008/08gister an annual growth rate of zero in 2009/10, and

return to the historical trend of nearly 10% growth in 2010/11.

Figure 6: Foreign direct investment(billions, CFA)
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Source The DirectorateGeneral of Economy and Plannindatabase
Note As of mid-2008, the series for the reference scenario follows thersis trend and the series for the
crisis scenario follow the hypotheses formulated in section 3.1
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Figure 7: Change in mergers and aquisitions, billions $US
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Source Data from the UNCTAD database

In the reference scenarifgreign development aiévolves according to the trend in the
previous year (blue ifie infigure 8) with an annual average increase of 10%. A decline in
foreign development aifbr Burkina Fasas expectedn 2009 according to the European
Report on Development (2009). As such, on the basis of this reporgrisis scenario
projects nedy a 13% contraction in aid received by Burkina Faso in 2009 compared to 2008.
As seen for other crisis transmission variableschangéas expected for 2009/10, while aid
recovers in 2010/11 to follow the trend obseriredrevious years.

Figure 8: Foreign development aid(billions CFA)
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Source Data from theDirectorateGeneral of Economy and Plannidgtabase
Note As of mid-2008, the series for the reference scenario follows thersis trend and the series for the
crisis scenario follows thieypotheses formulated in section 3.1

In the reference scenariptivate remittancesncrease by 2% in annual terms, following the
previoustrend presented ifigure 9. In its July 2009 report on the impact of the world
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economic crisis on internationalmétances, the World Bank projectad 8 to 12%decline

in private remittances tesub-Saharan African countries. Our scenario of declining private
remittances in 2008/09 corresponds with the latter value (the lower bound of the World Bank
projectior). Thisfigure is expected to remain stable in 2009/1idh & projected recovenyp

2% growthstarting in2010/11.

Figure 9: Private remittances (Billions, CFA Francs)
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Source Data from theDirectorate General of Economy and Planrdagabase
Note As o mid-2008, the series for the reference scenario follows thensis trend and the series for the

crisis scenario follows the hypotheses formulated in section 3.1

3.2. Impacts of the economic crisis

We beginby analyzing thesimulatedmacroeconomic effés of the crisis in general terms
before focusing more specifically on the transmission variables, \itnécHeads to the third

stageof a microeconomic analysis of the crisis¢

3.2.1. Macroeconomic impacts

The changesn the transmission variables due to the economic crisis with respect to the
values in the reference scenario, according to the assumptions stated above, are presented in

percentage points in table 3.

Table 3: Differencesin change for transmission varidles, crisis vsreference scenario
(% points)

2009 2010 2011
Internationatrade
- Average import price -295 -237 -17.3
- Average export volumes -101 -132 -132
Foreign investment -34.0 -39.8 -39.8
International aid -209 -284 -284
Private remittances -135 -154 -154
SourceAut horsé calculations using the results of the
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e Effect on economic growth

The simulatedeconomic crisideads toa 1 percetage pointdecline in the GDP growth rate

with respect to the referengeo crisis) scenarian 2009 and 201(Economic growthreduces

by half this gapin 2011 (table4).

Table 4: Annual GDP growth (%)

Growth rate Variationin
percentage
Reference  Crisis points
2009 5.2 41 -1.1
2010 5.0 40 -1.1
2011 49 4.4 -0.5

Soure&@ Authorsé calculations using the results of

The slowdown in growth igrincipaly induced by the declina final private consumption
and investmentswhile the impact of the crisign terms of trade appears to impromet
exports (tak# 5). Note that final public consumption is presumed constant in each of the

scenarios.

Table 5. Differences in variation of components of GDP, crisis vs. reference scena(i

points)
Final private
consumptior Investment Exports Imports
2009 51 -2.7 -101 -204
2010 -7.7 -1.7 -132 -323
2011 -8.6 -9.8 -132 -355

Source Aut horsdé calculations using the results of

. Effects on trade

The economic crisis reduces Bur ki na

t

t

he

he

Fasods

perspectre of the analysis, the rigidity of the structure of production generates surplus export
supply due to the decline in demand, igipy a substantial decline in export prickswer
export prices contributgreatly to a sizeable declie the real exchangete which in turn
lowers the volume of importsvhich become more expensive. Finally, the decline in the
volume of imports is greater than the fall in exporésulting in an improvedoveragerate
(figure 10). However, the price of products exportedBuykina Faso declines more thtre

price of imported productsesulting in a higheexternal trade deficit over the first two years

of the crisis.

Table 6: Differences in effects on coverage rate of products, crisis vs. reference scenario,

(% points)

World import Exports Foreign ~ Foreign Exchange Imports
prices Volume FOB price investment transfers rate Price Volume
2009 -295 -101 -454 -34.0 -18.2 76.1 243 -204
2010 -237  -132 -48.7 -39.8 -23.8 87.7 434 -323
2011 -17.3  -132 -45.6 -39.8 -24.1 789 48.0 -355

Source Aut horsdé calculations using the results of
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Figure 10: Change in the deficit and theimport/export ratio with respect to the
reference scenario% points)
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Source Aut hor sé <c al c uslofthesimuladonsusi ng t he resul

o Effectson state revenue and savings

The economic crisigs expected to considerably reduthe revenue dBurkina FasoThis is

due toreducedforeign development ajdrade taxes andp a lesser extentlirect taxes on
householdncome (table 7). Under the assumption of fiped capitgoublic expenditures, i.e.
increasing at the rate @opulationgr o wt h, the stateds buidget
the crisis scenariaue tofalling revenue, whreas it registers continuousogth in the
reference scenaridigure 11).

Table 7: Difference in the effects on state revenue, crisis vs. referenseenario (%
points)

Direct Total
Production taxes Product taxes Tariffs taxes Transfer  Capital income
2009 6.7 7.3 -3.1 -1.7 -20.9 -1.1 -2.8
2010 126 100 -5.1 -2.7 -284 -0.1 -4.0
2011 14.1 9.9 -6.6 -3.2 -28.4 -0.2 -4.6

Source Aut horsdé calculations using the results of t
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Figure 11: State budget balanc€% GDP)
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3.2.2. Effects on microeconomic transmission variables

The crisis will have nomegligible effects on households according to the structure of their
income and their consumption profilea changes in the prices of goods and senacehe

level of employment for each category of workefhie following sectionanalyze the
changes in theseariables which transmit the economic crisis to households and their
children

e Effectson product prices

We have already seen that the economic desids toa large deline ininternational prices
of products imported anexportedby Burkina FasoReduced transfers, foreign investment,
external aid and export demarmdt togetherto lower the real exchaye rate (table 8).
Domestic price$ for consumpbn, production and value addédhussee a smaller decline
and even increase in some cases.

When we compare sectors, we observe a declingiiices inagricultural sectors relative t
the manufacturing and mining sectors. Indeed, these last benddifroor the increase in the
real exchange rate due to their greater openness to taadke ), whichmoderates the effect
of the fall in internabnal prices.
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Table 8: Differences in price changes, crisis vs. reference scenar{® points)

External pice Real Internal price
exchange

Year Imports  Exports rate Consumptior Productior  Value adde:
. 2009 172 481 761 71 8.4 113
ﬁ‘fgfr‘:'t“re for 2010 156 534 87.7 9.2 108 -150
2011 141 -46.6 703 4.4 5.8 -8.9
. 2009 152 487 761 5.4 5.9 77
Other agricultee o575 -108 54.4 87.7 8.4 9.2 118
2011 6.0 -480 703 7.3 -8.0 -10.2
2009 188 -43.8 761 76 24 35
Mining 2010 -17.8 -46.7 87.7 105 43 5.7
2011 -16.9 -39.9 703 9.4 46 34
. 2009 -30.4 455 761 9.8 18 1.7
mg‘g;t?ec;“”ng 2010 244 -486 87.7 16.9 3.0 1.7
2011 -17.9 -41.0 703 154 26 -0.3
2009 234 425 761 28 17 36
Private services 2010 -18.6 -45.7 877 4.2 2.6 -6.1
2011 -136 -39.2 703 39 26 5.3
2009 - -44.8 761 11 1.0 0.0
Public serices 2010 - -48.0 87.7 1.6 1.6 0.0
2011 - -41.0 703 14 14 0.0

Source Aut horsdé calculations using the results of the

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

Share Intensity

Imports Exports Imports Exports
Agriculturefor export 0.3 4.3 13 7.0
Other export 19 34 15 1.0
Mining 04 2.7 134 26.2
Manufacturing industries 89.4 775 34.7 15.2
Private services 8.0 10.6 38 21
Public services - 15 - 0.5

Source Aut hor sdusingdhk esults afthe sinmulations

e Effectson prices and volumes of productive factors

The crisis affects householdcomeby weakening theiemployment status aridcome from
productionfactors (labour and capital). Workers would be more affeciethé crisis than
holders of capitahs sectors which useapitalintensivelyarerelatively less touched by the
crisis.

The crisiscauses contraction in the labour market and a reduction in foemmgdloymentor
rural workers and neqgualified urban wrkers, causinghemto turn to informal employment
(table 10). This gap increaseselative to theno-crisis situationin 2010 and 2011lindeed,
despite improvingob creation in formal employment, the level remains much lower ithan
would have beem the absence of a crisiShe moststriking contractionis in the agricultural
sector,indicatingthatthe displacement of individuals from formal to informal employment is
primarily observed among rural workers.
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In contrast we observehe opposite trenth the formal sector in urban areas, although this
movement is very small. This result can be explaingdhle fact that the services sector
(which aaccounts for 81% of total wagesif qualified urban workersgs opposed to 3% for
agriculturg is not particlarly affected by the crisier substitution towards cheaper rural and

non qualified workers in the informal sector.

Growth in informal rural and nequalified urban labour supply causes wages to fall more for
these workers than for qualified urban waskéable 11). Formal wage rates are presumed

fixed.
Table 10: Differencesin variation of volumes of factors,crisis vs. reference scenario@bo
points)
Formal labour Informal labour
Qualified Non qualified Qualified Non qualified
Capital| Labour| Total Rural urban urban| Total Rural urban urban
2009 -0.1 00| 00 -05 0.6 0.6 00 02 -0.4 -0.2
2010 -0.8 00| -09 -16 0.0 -0.5 04 06 0.0 0.2
2011 -1.8 00| -13 -25 0.4 -0.8 06 09 -0.3 0.3

Source Aut horsdé calcul ati alatiensusi ng the results

of

Table 11: Differencesin variation of prices offactors, crisis vs. reference scenario§o

points)
Formal Labour Informal labour
Qualified Non qualified Qualified Non qualified
Capital| Labour| Total Rural urban urban| Total Rural urban urban
2009 -1.0 -4.9 00 00 0.0 0.0 -7.0 -82 -5.3 -4.0
2010 2.1 -7.9 00 00 0.0 00| -113 -126 -8.9 -8.9
2011 -1.1 74| 00 00 0.0 00| -105 -114 -7.6 -10.1

Source Aut horsodé calcul ati ons

o Effects on remittances

using the results

of

Private remittances sufferdecline 0f11.6% in 2009and 2010with respect to theno-crisis

scenaridoefore moving to a smaller decline®7%in

3.2.3. Effects of the crisis on child welfare

2011.

We consider all individuals under the age of 15 as childrefin®d as such, thesrenearly

half of the population of Burkina Fad6% in 2006) In the following sections, we present

t

t

he

he

the effects of the financial crisis on monetary and caloric poverty, education, labour and
access tdealth careservices for childen as per the simulationdn each casehe initial

situation and reference scenariw-Crisis) are presented before tlamalysis The changes
caused by the crisis are evaluated with respect to the reference scCEBmabase year for the

micro analysigs 2003, theyear of the most recent household suribg datausedfor the

micro analysis.
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I. Effects on monetary poverty among children

e |nitial situation

Theinitial (base) situation of monetary poverty among childre@4Q/ears old) is based on
the 2003 survey. This survey indicates that 32.7% of children across Blt&smaare poor,
with 36.1% of rural children ad 12.3% of urbanchildren living in povertytable 2).° This
rate increases with the number of children in the family. We also segher lproportion of
poor chidren in households headed byen (32.8%) than those led by womef80.2%).
Substantial disparity in the incidence of monetary poverty among chilekests between
differentareas of the countryanging froml9.7% in the Centraegion t045.6% in the North
region.The relativelygood performancéor the Centre can be explained by the influence of
the city of OuagadougouThe regions with digh incidence of child pverty (the North at
45.6%, as well as the CentEast and Centr8outhat 44.8%9 are agricultural regions with
natural constraints marked by low rainfall, degraded soils and low fertility.

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

Share (%) Incid enceof poverty (%)

of the total| Base | Referencescenaria variation in percentage points

population| year with respect to the base year

of children| (%) 2009 2010 2011
Burkina Faso 1000 32.7 0.6 0.1 -0.3
Regions
Centre 8.1 19.7 1.0 0.8 0.5
Nord 9.2| 45.6 0.4 0.5 0.6
Centre Oest 8.8 23.9 0.1 0.1 0.1
Centre Est/Centre Sud 12.6| 44.8 0.3 -0.7 -1.0
Est 9.3| 36.3 0.4 0.4 0.5
Sahel 58| 28.8 0.3 -1.8 -3.2
Sud Ouest 53| 28.9 1.4 0.7 0.1
Boucle du Mouhoun 12.7| 37.5 0.4 0.4 0.4
Hauts Bassins/Cascades 13.6| 21.1 1.1 0.6 0.0
Centre Nrd/Plateau central 14.6| 33.7 0.9 0.1 -0.9
Gender of household head
Female 4.8 30.2 0.2 -0.1 0.2
Male 95.2 328 0.7 0.2 -0.3
No. of children in the household
2 children 0.3 118 0.7 0.7 0.7
3 children 34 125 0.4 0.3 -0.4
4 children 6.7 14.1 0.5 0.5 0.4
5 children 9.4 20.1 0.5 0.0 -0.4
6 children 10.8 24.3 0.5 0.1 -0.4
7 or more children 69.3 386 0.7 0.1 -0.2
Rural/Urban
Rural 85.5 36.1 0.7 0.1 -0.3
Urban 145 123 0.5 0.5 0.3
Source Aut hor sé cal cul mmtheE€YM 2008 snd thg reselts of thensintulat®nsf r o

® Note that our analysis differs from the official statistics by adopting an equiekcale based on individual
caloric needs, whereas the official statistics are presented on a per capita basis. As such, oarerestlts
directly comparable tthe officialfigures
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¢ Reference scenario

In the absence of the crisis, our reference scenario indicates that the situation in 2009, 2010
and 2011 would have evolved as shown in table 13. For Burkina Faso as a whole, the
incidence of monetary poverty among children would have declined 3o to 32.4%in

2011, a reduction of 0.3 percentage points. However, we note slight increases in 2009 and
2010. A declining trend isnly observedn three regions in 2011, as opposed weéases in

the other regions. The decline is concentrated anuniglren in rural regions and in
households led by men.

o Effects of the crisis

For Burkina Faso as a whole, our simulations indicate that the economic crisis leads to a
significant increaseni the incidence of monetary poverty among children (table 13). The
increases in the incidence of poverty, in percentage points relative to the initial sjtasdion
3.8in 2009, 4.7 in 2010 and 4.4 in 2011. These resuligesthat the crisis has immeate

and strongly negative effects on children and thatsituation is most grave #01Q Similar
changesare expected for children in all household categories, with some variation in the size
of the impactRural children are mostffectedby the crisis while the impact continues tme

felt in urban areas until 2011. The most affected regionsSateOues Sahel and Centre
Nord/PlateauCentral, followed byHauts Bassins/Cascadeghich are all above the national
average. The least affected region isig=

Generally speaking, these results reflect the drop in income in the rural sector, where the
decline in sales is nearly twice the value self production (seeCockburn, Fofanand

Tiberti, 2010).This channel of the impact is followed by the los$oying power, then the
increase in consumption prices and the reduction in remittances. The change in income in self
employment in the non agricultural sector, which ordyers1% of rural householdsloes

not contribute to changes in child poverty.
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Table 13: Changesin monetary poverty among children(0-14 years old) due to the
crisis (variation in % points with respect to the base yegr

Share (%) of thg¢ Incidence of poverty (%)
total population| Base year| Crisis scenario:variation in percentage
of children (%) points with respect to the base year
2009 2010 2011

Burkina Faso 1000 327 3.8 47 4.4
Regions
Centre 8.1 19.7 1.7 2.3 2.0
Nord 9.2 45.6 25 3.2 3.2
Centre Ouest 8.8 23.9 2.7 3.6 3.9
Centre Est/Centre Sud 12.6 44.8 4.3 4.9 4.2
Est 9.3 36.3 25 25 2.5
Sahel 5.8 28.8 6.7 7.4 6.1
Sud Ouest 5.3 28.9 55 7.2 6.7
Boucle du Mouhoun 12.7 37.5 2.8 3.8 4.0
Hauts Bassins/Cascades 13.6 21.1 3.7 4.6 5.0
Centre Nord/Plateau central 14.6 33.7 6.1 7.6 6.3
Gender of household head
Female 4.8 30.2 2.1 4.3 4.0
Male 95.2 32.8 3.9 4.7 4.4
No. of children in the household
2 children 0.3 11.8 0.7 0.7 0.7
3 children 3.4 12.5 3.2 35 3.1
4 children 6.7 14.1 3.2 3.6 3.4
5 children 9.4 20.1 2.9 3.6 3.2
6 children 10.8 24.3 46 55 4.9
7 or more children 69.3 38.6 3.9 4.9 4.6
Rural/Urban
Rural 85.5 36.1 4.1 5.1 4.7
Urban 14.5 12.3 1.8 2.4 2.7

Source Aut horsdé cal cul at iBE€CY¥M200Band thg reselts of thengnulatonsf r om t h e

il. The effects on calod poverty among children

e |nitial situation

The results (table 14) show higher levels of caloric poverty than monetary p(iabtey13).

The initial situationis that 64.9% of childreif0-14 years old)across Burkina Faso live in

caloric poverty.Note that caloric poverty is evaluated by comparing individue cal or i c
consumption to their minimum caloric needs (as described in the methodological section), all
expressed in maladult equivalents for the purpose adngparison. We suspect that this

figure is overestimated due to the fact that prices, used to convert the value of food
consumption intoquantities are themselves overestimated.affthaving been said, the

profiles of the variation in caloric poverty,our primary target, should not be signifidgnt

affected.

° Reference scenario

According tothe reference scenarimq crisig, caloric poverty would have continued to
climb due to the fact that prices of foodstuffs would have increased faster than those of
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food products. Indeed, the prices mbnfood products are more influenced by impoitse
pricesof whichare presumed stagnant during te&erence periad

Table 14: Caloric poverty among children (0-14 years old) in the base yearcrisis vs.
reference scenario

Scenario Incidence of caloricpoverty (%) Variation in percentage points with
Base year (%) 64.9 respect to the base year
Reference Crisis Reference Crisis
2009 64.9 65.1 0.0 0.2
2010 65.5 65.0 0.6 0.1
2011 65.8 65.4 0.9 0.5

Source Aut horsé cal cul athéECYIM2008snd thg resels of thengnulatonsf r o m t

e Effects of the crisis

As with monetary povertythe financial crisis leaio an increase in the incidence of caloric
poverty among children for Burkina Faso as a whole (table 14). The increases in the
incidence of poverty in percentage points with respect to the initial situation are 0.2 in 2009,
0.1 in 2010 and 0.5 in 2011. As of 2010, the increase in caloric poverty in the crisis scenario
is less than in the absence of a crisis. The result can be expbgirntbd fact that priceof
foodstuffsdecline relative to prices ofonfood goods in the crisis scenario. The increase in
caloric poverty igherefore les¢han for monetarpoverty®

iii. The effects on education and child labour

e |nitial situation

The proportions of children aged 7 to 14 who go to school and/or are engaged in any
economic activity in the base year are shown in table 15. It is important to emphasize that the
age group targeted by the present st(fi§4 years oldstraddles the officiaage groups for
calculatingthe schoolenrolmentratein Burkina FasoOfficial education statistics are based

on the 712 age group for primary school and 13 to 18 for secondary sdifamlialues given

in table 15thus fall betweenofficial school enrahentstatisticsfor primary and secondary
schoos.

In the 710 agegroup, 34.3% of children go to school. This rate includes 33.4% who go to
school and dondot work knd gontadschBoOBtlié 6wAYoof childrénh
aged 710 who do not goa school, 42.9% work and 22.8% are dfésd as not working. In
otherwords, 65% of children agedI0 who do not go to school participate in economic
activities. Looking at 710 year old children as a wholee find that 43.8% of children are
engaged irsome fom of economic activityegardless of whether nottheyare enrolledn
school. Ths rate includes 42.9% who are not in school and Ové8 combine work and
school. In othewords, 98% of children agedI0 who work are not in school.

® This difference can aisbe explained by a larger concentrationcbildren near the monetary rather than
caloric povertyline.
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Among chiblren aged 114, schoolenrolmentrates are even lower, and participation in the

labour force is even higher. Overall, 33.4% of these children go to school, of which 32.4%

only go to school while 1% also work. The 66.7% of children ageti4l&ho do not gao

school include55. 2% who wor k and 1Conskémngthis age groug i na
as a whole, 56.2% of them are engaged in some economic activity whether or not they are in
school. This rate includes 55.2% who are not in school and 1% who combrkeand

school. In other words, 98% of children aged1#lwho work do not go to school.

Table 15: Schoolingand labour among children aged 714, bebre and after crisis.

Scenario SChov(\?clfpko School/work school/wg?k " SCh?/\(/)cIJ/rrILC School Work
Children aged@-10
Base Year(%) 334] 09| 429 22.8| 343 438
Variationrelative to the base year in percentage points
Reference2009 -0.125 -0.002 0.151 -0.024 -0.127 0.149
Reference2010 -0.044 0.001 0.030 0.013 -0.043 0.031
Reference2011 -0.011 0.001 -0.023 0.033 -0.010 -0.022
Crisis 2009 -0.586 -0.001 0.858 -0.271 -0.587 0.857
Crisis 2010 -0.752 0.000 1.112 -0.360 -0.752 1.113
Crisis 2011 -0.710 0.002 1.007 -0.299 -0.708 1.009
Children aged 1-14
Base Year (%) 32.4 1.0 55.2 11.5 334 56.2
Variation relative to the base year in percentage points
Reference 2009 -0.106 0.004 0.124 -0.022 -0.102 0.128
Reference 2010 -0.053 0.003 0.046 0.004 -0.050 0.048
Reference 2011 -0.018 0.001 -0.005 0.021 -0.016 -0.003
Crisis 2009 -0.505 0.014 0.679 -0.189 -0.491 0.693
Crisis 2010 -0.658 0.018 0.874 -0.235 -0.640 0.893
Crisis 2011 -0.618 0.018 0.799 -0.199 -0.600 0.817

Source Aut horsdé cal cul at iBE€CY¥M200Band thg reselts of thengnulatonsf r om t he

Overall we see extreely low rates of participation in educatianddisturbingly high levels

of participation in laboyrwhich would be even higher domesticwork were taken into
account. However, it should leenphasizedhat these rates are calculated using data from the
2003 survey which serves as the basis for our microeconomic analysis. As such, they do not
take into account the governmentdés <consi de
between the year of the survey003) and the base year (2008). The tH#tCS survey
(sponsored byYUNICEF) from 2006 shows that the rate aftendancen primary school
increasedo 46% Even if this rate is not perfectly comparable with that presented in this
study, we should certainly recognize the trend of increasing settt@tlancesince 2003.
However, this difference should not affect our simulations ofvireationsin school and

labour participationwhichare our main interest in the following sections.

¢ Reference scenario

According to our simulations, the changes betw2@®0 and 2011lin the absence of a crisis,
would havebeen characterized kan increase iabour participationamong children with
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respect to the base year for both age growfhk the exception of 2011, wherr@duction in

labour partigbaton comparedvith the base year is simulatéthese changes are fairly small,

all beingless than 1 percentage point. This result is in line with the change in monetary
poverty. These dimensions are effectively linked since, as presented in the methodological
section,the change in demand for education depesudlslyon changes i n house
consumption. The model does not account for the impact of variations in public expenditures

on education or other soegconomic variables at the level of individuals/housghar
communities.

o Effects of the crisis on scho@nrolmentand labour participation among children

The principal effect of the world crisis is to deepen or exacerbate the negative trends
observed in the reference scenario with a reduction in s@malmentand an increase in

child labour (table 15). This result can be explained by the decline in real household income.
It is nonetheless important to notatlthe declines ischoolenrolmentrate and thencreases

in labour participatiorrate are both less than one percentage point with respect to the base
year.

The principal difference between the two age groups is that the crisis leads to a slight increase
in the rate of those who both work and go to school in th&4ldge groupSchootgoing

children in this group contribute to income creatiororderto mitigate the effects of the

crisis. For both age groups, lower schatlendances almost exclusively concentrated
among children whaeitherwork nor go to school. It follows that the higher mber of
working childrencomesprimarily from those who were exclusively in school rather than
those who were inactive.

iv. Theaisisand chi | dtobtaalthsaressendcess s

e Initial situation

The initial situation for health care that 67.7% (&ble 16) or two in three siclchildren
consultsome sort of healtbare service. Overall, 84.6% of consultations by sick children are
in public or private health centres, as opposed to 15vPotraditional healers and others.
The majority (55.0%) of tree consultations in authorized health centres are in a Health and
Social Promotion Cent@CSPS)which aremost widespread and geographically close to the
population.Consultations at private centr@scounionly for 11.6% ofvisits by sick children.

¢ Refa@ence scenario

In the absence dhe crisis, our simulations indicate that medical consultations between 2009
and 2011are expected to decline and also selestitution towards traditional healers, a result
which is in line with the change in monetary padye These impacts decline over the
simulation period.
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Table 16: Medical consultations among sick children age@-14, before and after crisis

Health services consulted

. National
Medical hospital
s , consultation cenF;re Private Trad/marabou
cenario among sick re iona{l doctor/pharmacy, CSPS healers,
children hogs ital private nurse, traditional
P private/NGO midwives, others
centre,
CMA/CM
Base yean(%) 67.1 180 116 55.0 154
Variation in percentage points with respect to the base year
Reference2009 -0.217 -0.053 -0.057 -0.128 0.238
Reference2010 -0.128 -0.046 -0.046 -0.073 0.165
Reference2011 -0.077 -0.043 -0.039 -0.043 0.125
Crisis 2009 -1.001 -0.115 -0.152 -0.706 0.973
Crisis 2010 -1.221 -0.138 -0.199 -0.849 1.186
Crisis 2011 -1.009 -0.127 -0.182 -0.658 0.967
Source Aut horsdé cal cul at iE€CYIM2008and thg reseilts ofthengntulatensf r o m

e Effectsof the crisis on childre® access to health care services

The principal effect of the crisis is to aggravate or exacerih&tdgrends observed in the
reference scenaridVith the crisis, onsultations with public or private modern health care
services by sick children between the age of O anarddll forecastto declineover 2009 to

2011, whileconsultations withraditiond healers and maraboase forecast tincreaseThis

situationpeaks m 2010and falls back slightlyn 2011. The decline in real household income
due to the crisis redes the capacity ofhouseholdso deal with the cost of health care

services. Demandof modern health care services declines, whaks costlytraditional

practitioners (healers and marabts) are consulted more frequently. According to our

t

he

simulations, theoverall consultation rate decreases by 1.2 percentage points in 2010. The
CSPS sethe greatest reductionsy(I0.85 percentage pointgollowed by privateclinics and
hospitals, while the use of traditiortaalthservices increasdy up to 1.2percentag@oints

in 2010.

4 POLICY RESPONSES TOTHE ECONOMIC CRISIS

This studyinvestigats the effects of the global financial and economic crisis on child welfare

in BurkinaFaso. It also highlights the implications of variqaadicy response strategies that

the state may use

In the baseline and crisis scenarios described abaeepostulte fixed public expenditures

due tothe short term nature of the analystarrent public expenditures and investmeet
capitaare therefore exogenous, which implies that growth in total annual expenditures is

eqgual to the rate of demographic growth arlBna Faso (3.1%)l'he state also faces falling
tax revenues anfbreign development ajdvhich lead to a growing deficit. With the goal of

reducing or eliminating the negative effects that lower access to financing has on economic
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performance and thepau | ati ondés wel fare, the state can
can be grouped into prwyclical and countecyclical strategies.

When the government is faced with a growing budget deficit, a reduction in expenditures
(current or investment) and/an increase in taxes are necessary to bafd@cbudget. This
response ionsidered as proyclical. Its effect on economic performance and poverty
reduction are negative because it increase® tbeo n owvulgedability to external shock. A
reduction inexpenditures would affect poor individuals and households more because they
rely more heavily on public services. The impact of an increase in taxes would depend on
how they are applied, with income taxes generally being progressive and sales taxdély genera
being regressive. Given that actually implementinggydical policies in Burkina Faso is

out of the question, our analysis will not consider this type of policy response.

In a period of crisis and when the financing conditions allow it, the stadald adopt a
countercyclical policy response in order to stimulate the economy. This can involve an
increase in public expenditures and/or a reduction in taxes on external financing. The effects
of the policy response on economic growth and povertyctemuare directly related to the
nature of the stimulus (investment expenditures, consumption spemaiogne support,

etc.). Our analysis tests the effects of five counyetical policieswhich target childrenn
resporse to the economic crisiSpediically, we analyze the impact of a food subsidy policy

and a cash transfer to households/childvéh eitherdomestic or external financing.

First, in order to stimulate the debate on the role of international aid, we analyze the
possibility that the tate of Burkina Faso has access to additional external financing
equivalent to 1% of its 2008 GDP. We investigate the impacts of using these external
resources to finance a subsidy policy for foodst(#sbv_alim_1%) and a policy ofcash
transfers targetig children (Transf_1%). We distinguish two subcenarios in the
microeconomic analysis, one target poor’ children aged 14 (Transf _1%a) the other
giving the transfer tall children aged & (Transf_1%b). By distributing the budget of 1%

of GDP amonghe targeted children, the annual amount of the transfg6&8 CFA per

child for the first sukscenario and1,200 CFA per child in the second case. The difference in
the two numbers is due to the fact ttia total number othildren aged ® is lessthan the
number of childrerwho are under thageof 14 and argredicted as poofThe distinction
between the two transfer approaches is simply illustrative, so the simulations for the universal
approach are only shown for monetary poverty.

BurkinaFasbés 2009 priority action plan to counte
of ensuring food security by subsidiziegreal productgo the tune of 0.2% of GDRith
external financingSubv_cér_.2%)

The effects of the economic crisis @urkina Faso were exacerbated by the floods of
AugustSeptember 2009n the emergency, thgtate sought to cover the cost of damages and
to relocate and feed thousarafsvictims from the Centre anldouhounregions (the regions

" The state of poverty among children was predicted using estimates of the coefficients from thmqaosy
model described in section 2.3.
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most affected by the floods). We sitate a monetary transfer equivalent to 0.4% of GDP, an
estimate of the cost of the damagés children predicted as poor in the Centre and
Mouhoun regions, either financed external(ffransf_.4% _aide) or domestically via an
increase in import taxes onaakern manufacturing product§ransf .4% _ taxe). The annual
amount of the transfer is equal16900 CFAper child in each case

For both cash transfer scenarios, we hold the assumption that the transfer is shared equitably
(i.e., proportional to theiraoric needs) with all members in the household even if the
transfer only targets children. As such, our results can be considelad iatermediary
boundsince the children could benefit more frgwlicies whichspecificallytarget them

4.1 Macroeconomiceffects

Response policieshat are countecyclical increase economic activity (table 17) in all
scenarios, with growth driven by higher inconfer (the transfers scenarios, we do not
distinguish between the targeted and universal transfers at the mnael)o ér through lower
consumption prices (for the subsidy scenarios). The first and second simutasaitsin

lower investmentThe differences in growth are proportional to the budget specified in the
scenarios with external financing, although wedfithat the transfers are somewhat more
efficient than the subsidies. Since it does
with an import tax is the least stimulating for the economy.

Table 17: Difference in GDP growth by policyresponse(%)

Swov_alim_1% Transf 1%  Subv_cér_.2% Transf .4%_aid¢ Transf_.4%_taxe

Food subsidy Cash transfe Cereals subsidy Cash transfer in Cash transfer in

two regions 2 regions
'(?,Z%%%tggDpF?)“cy 1.0 1.0 0.2 0.4 0.4
Source of financing External Externa External External Import taxes
2009 0.29 0.30 0.02 0.12 0.04
2010 0.33 0.36 0.03 0.13 0.03
2011 0.31 0.35 0.03 0.13 0.02

SourceAut horsoé calcul ations

An influx of external aid is expected to stimula&eonomicgrowth in the four scenarios via

an ircrease in consumption and, in the case of the transfer policies, in investment (due to an
increase in private savings). The impact is more or less in proportion to the amount of
external aid. Even when the poliggsponseis financed by import taxes, theansfers
stimulate GDP. This growth ressilfrom an increase in factor remuneration in nearlyoéll

the scenarios.

The relative growth in imports strengthens competition and lowers domestic pradeding

consumer pricesin the first scenario. Thelecline in this last variable is beneficial to
producers due to lower input costs and impdxesnuneratiorfor productive factors.
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Consumer prices are higheinth the subsidy, as is the level of remuatean for factors,
which definitelyprovidesagrea¢ r contri buti on to the popul at
transfer scenario.

4.2  Analysis of theeffects on children of crisis response policies

I. Monetary povertyamong children

The results of the five options for policy responses, in terms watian (in percentage
points) of the incidence of monetary poverty among children with respect to the initial
situation are given in table 18.

The preceding sections have shown that the financial crisis leads to an increase in monetary
poverty among chdren for Burkina Faso as a whole over 2@W1. Only one of the
simulated policies totbl eliminates the negative effects of the crisismove in line with the
no-crisis reference scenario (BaU). This poliisythe cash transfer to househ®ldith

children predicted as poor, with a total program budget equal to 1% of GDP in 2008 and
financed by external ai@Transf_1%a)(table 18). The second best option is the universal
transfer distributed to all househslaith children aged 0 to JCf. Transf 1%h) Even

though the amount of the transfer per child is greatej2QDLCFA vs. &28 CFA), the

overall effect on monetary poverty among children aged 0 te d@mewhatdwerdue to the

fact that many of the children targeted by this policy are not actpadly(about twethirds).
However, the impact on children aged 0 to 5 would clearly be better in this scenario.
Mor eover, I mpl ementation of the wuniversal p
preseninstitutional weakness (in logistical and admirasve terms), as well as the fact that

the country does not presently have raational transfer policy in place to facilitate
implementation of the simulated polioy targeted cash transfeis other words, a universal
transfer policy (targeting a pastilar age group) is a relatively less complex policy variant to
implement than the targeted transfer and could be beneficially exjoat least during a
transitionalperiod.

A food subsidy policy(Subv_alim_1%) with a budgeif 1% of GDP andfinanced by
external aids less effectivat reducing monetary poverty among children. In general, it only
mitigates half of the increase in child poverty expe@sa result othe crisis. Indeed, this
policy does not sp#ically target either children or the pp@nd does not includself
consumption, which can constitute ammportant (and sometimes primary) source of
foodstuffs for the poor.

Cash transfexto familieswith poor children m the Centre andMouhounregionslead to
reductions in monetary povertynslar to those brought about by the universal food subsidy
regardless of the financing mechanism (Transf .4% _aide and Transf .4% _taxepp@be
on the incidence of monetary poverty in the Centre Modhounregions is much stronger
(table 19). Indeedhis annual individual transfer of B®0 CFA allowspoverty reductiorof
as much as 6.5% with respect to the base year in 20Mbirmoun Generally speaking,
financing the programeby external aid is somewhat preferabl@tonternal tax.
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Only one ofthe five policies does not bring any improvement with respect to the crisis
situation. Tls is the cereals food subsidy (wittbadgetequal to 0.2% of 2008 GDP financed
by external aid). This can be explained by the small budget and, as ft»tfeod sibsidy,

the fact that the subsidy does not specifically target poor children.

Table 18: Options for response policies to the crisis and monetary poverty among
children aged 014

Year Incidence of poverty(P0O) Diff erencewith respect to thebase
Scenario in % year
(in percentage point$
Base year 327
2009 333 0.6
Reference 2010 328 0.1
2011 324 -0.3
2009 36.5 3.8
Crisis 2010 37.3 4.6
2011 37.0 4.3
2009 35.0 2.3
Subv_alim_1% 2010 36.0 33
2011 35.0 2.3
2009 324 -0.3
Transf_1%a 2010 336 0.9
2011 32.6 -0.1
2009 329 0.2
Transf_1%b 2010 339 12
2011 33.0 0.3
2009 36.5 3.8
Subv_cér_.2% 2010 373 4.6
2011 37.0 4.3
2009 34.7 2.0
Transf_.4%_aide 2010 35.8 31
2011 354 2.7
2009 35.0 2.3
Transf_.4%_taxe 2010 359 3.2
2011 35.6 2.9

Source Aut horsdé cal cul at iE€CYIM2008sand thg reselts ofthensintulateonsf r om t h e
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Table 19 Options for policy responses to the crisis and monetary poverty among
children aged 314 in the Centre andMouhoun regions
Incidenceof poverty  Diff erencewith respect to the bas

Scenario vear (PO)in % year (percentage points)
Centre Mouhoun Centre Mouhoun
Base year 19.7 375
2009 20.7 37.9 1.0 0.4
Reference 2010 204 38.0 0.7 0.5
2011 20.2 379 0.5 0.4
2009 213 40.3 1.6 2.8
Crisis 2010 219 41.3 22 3.8
2011 217 415 2.0 4.0
2009 181 310 -1.6 -6.5
Transf_.4%_aide 2010 19.9 318 0.2 -5.7
2011 20.0 316 0.3 -5.9
2009 188 310 -0.9 -6.5
Transf_.4%_taxe 2010 20.0 320 0.3 -55
2011 20.1 318 0.4 -5.7

Source Aut horsdé cal cul at iE€CYIM2008and thg reseilts ofthensintulatensf r om t he

il. Caloric poverty among children

Our analysisof the impact of the crisis predicted that it woudad to an increase in caloric
poverty across Burkina Faso o\29092011.The effects of the five response policies on the
incidence of caloric poverty among children with respect to the initial situation are shown in
table 20.

We find that all the scemas not only lead to an eliminatioof the increase of caloric
poverty, but even to reductions with respect to the base Meesereductionsare substantial

in some casedAlso, with the same budget of 1% of GDP financed by externalbabésh
transferpolicy targeting poor children is more effective than the food subsidy. The first
reduces the incidence of poverty b to 1.8 percentaggoint with respect to the base year
over2009 to 2011.
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Table 20: Optionsfor policy responses to the crisis andatoric poverty among children

Year Incidenceof Diff erencewith

Scenario caloric respect t(_) the bas
poverty(PO) | year(variationin
in % percentage points

Base year 64.9

2009 64.9 0.0
Reference 2010 655 0.6

2011 65.8 0.9

2009 65.1 0.2
Crisis 2010 65.0 0.1

2011 65.4 0.5
Alternative policy responses to the crisis

2009 64.2 -0.7
Subv_alim 1% 2010 64.2 -0.7

2011 64.7 -0.2

2009 63.1 -1.8
Transf 1%a 2010 631 -1.8

2011 634 -1.5

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

2011 64.7 -0.2

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

2011 64.4 -0.5

2009 63.9 -1.0
Transf .4% taxe 2010 638 -1.1

2011 64.3 -0.6

Source Aut horsdé cal cul at iBE€Y¥M200Band thg reselts of thengnulatonsf r om t he

The cereks subsidy policy haa similar impact to théood subsidy with only one fifth of the
budget. Indeed, cereals are ghanarysource of calories, especially for poor children.

The two final transfer policieswhich are regionally specificceduce caloricpoverty
regardless of their source of financing. These reductions are as high as 1.1% at the national
level. The effects are dramatic in both target regions, especialouhoun where the

caloric poverty rate would decline by about 10 pemmgatpointsn 2010.

iii. Education and child labour

The expected dynamics of edtioa and child labour in the Rerisis scenario are a small
decline in school attendance between 2009 and 2011 with respect to the base year and an
increase in child labour in 2009 a@610, although this pulls back sufficiently in 2011 to sit

at a lower level than in the base yétble 21). The main expected effect of the financial

crisis is to aggravate this trend for children aged 7 to 14 via a larger reductohaal
enrolmentratesand an increase in the proportion of children participating in economic
activities.

Again, the cash transfer is the most effective ofrdgponse policies analyzed in the study.

However, even with a budget of 1% of GDP allocated to the transhey pthe negative

effectsof the crisisare not entirely eliminated; the schamirolmentrate still declines and

participation in labour increaseslativeto the reference scenario. The gatingt this policy
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brings in terms oschoolenrolmentwith regect to the reference scenario are entiaehong
children who go to scho@nd do not work. fie decline in schooling ranges from -0.6
percentage points the crisis scenari@depending on which age group is being considered)
and the policy holds thisgure downto about 0.2 percentage points. This policy also reduces
the increase in child labour from @18percentage poirtb about 0.25 percentage poiatsd
benefits children regardless of whether or not they are in school. Generally speaking, the
effects aresmallerfor childrenaged 11 to 14, although the trend is similar.

The two other transfer policiga/hich target specific regions) atitke food subsidy policgll
havea fairly similar and modesability to counterthe effects of the crisis. Isiimportant to
emphasize that the two transfer policiessting 40% of the budget of the food subsithye
much more beneficial effects in the targeted regions (CentreMemuhour). Finally, the
cereals food subsidy actually exacerbates the impactsdirisis. This possibly surprising
result can be explained by its negligible effect on real household incoce@junctionwith
appreciation of the real exchange rea@sedy the entry of external aid.

Policieswhich provide education in order to reda obviousstructuralrigidities (particularly

in certain regions) have not been investigated in this studythisutvould be an interesting
area to study.
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Table 21: Options for policy responses to tle crisis, education and child labour

No
Sdhool/no | School/ | No school schoolino | School | Work
: work work work
Scenario Year work
Children aged 710
Base yearn(%) | | 334 0.9 42.9| 22.8| 34.3| 438
Variation in percentage points with respect to the base
200¢ -0.125  -0.002 0.151 -0.024  -0.127 0.149
Reference 2010 -0.044 0.001 0.030 0.013 -0.043 0.031
2011 -0.011 0.001 -0.023 0033 -0.010 -0.022
200¢ -0.586  -0.001 0.858 -0.271  -0.587 0.857
Crisis 201C -0.752 0.000 1.112 -0.360 -0.752 1.113
2011 -0.710Q 0.002 1.007 -0.299 -0.708 1.009
200¢ -0.400 0.001 0.579 -0.180  -0.399 0.580
Subv_alim_1% 201C -0.584 0.001 0.854 -0.271  -0.583 0.855
2011 -0.460 0.002 0.651 -0.193  -0.458 0.653
200¢ -0.141 0.002 0.210 -0.073  -0.139 0.212
Transf_1%a 201C -0.302 0.002 0.438 -0.138  -0.300 0.440
2011 -0.184 0.003 0.245 -0.064  -0.181 0.248
200¢ -0.599 -0.001 0.887 -0.286 -0.600 0.885
Subv_cér_.2% 201C -0.762  -0.000 1.128 -0.366 -0.763 1.128
2011 -0.719 0.001 1.021 -0.304  -0.718 1.023
200¢ -0.399  -0.003 0.615 -0.213  -0.402 0.612
Transf_.4%_aide 201C -0.556  -0.000 0.841 -0.285  -0.556 0.841
2011 -0.529 0.000 0.765 -0.237,  -0.529 0.765
200¢ -0419 -0.000 0.647 -0.227,  -0.420 0.647
Transf_.4%_taxe 201C -0.585  -0.001 0.891 -0.305 -0.586 0.891
2011 -0.546 0.000 0.792 -0.246  -0.546 0.792
Children aged 1114

Baseyear (%) | | 324 1.0| 55.2] 11.5| 334 56.2
Variation in percentage points with respect to the base
200¢ -0.106 0.004 0.124 -0.022  -0.102 0.128
Reference 201C -0.053 0.003 0.046 0.004 -0.050 0.048
2011 -0.018 0.001 -0.005 0.021 -0.014 -0.003
200¢ -0.505 0.014 0.679 -0.189  -0.491 0.693
Crisis 201C -0.658 0.018 0.874 -0.235  -0.640 0.893
2011 -0.618 0.018 0.799 -0.199  -0.600 0.817
200¢ -0.350 0.010 0.466 -0.126  -0.340 0.476
Subv_alim_1% 201C -0.525 0.014 0.690 -0.180 -0.511 0.705
2011 -0.426 0.012 0.540Q -0.126  -0.414 0.552
200¢ -0.166 0.003 0.207 -0.044  -0.163 0.210
Transf_1%a 2010 -0.319 0.008 0.400 -0.089 -0.311 0.408
2011 -0.225 0.006 0.255 -0.037,  -0.219 0.261
200¢ -0.515 0.014 0.698 -0.1977  -0.501 0.712
Subv_cér_.2% 2010 -0.665 0.018 0.885 -0.239  -0.647 0.904
2011 -0.625 0.018 0.809 -0.2020  -0.607 0.827
200¢ -0.358 0.009 0.490 -0.1420  -0.349 0.500
Transf_.4%_aide 201C -0.514 0.013 0.689 -0.189 -0.500 0.702
2011 -0.479 0.013 0.625 -0.159  -0.466 0.638
200¢ -0.382 0.009 0.526 -0.153  -0.372 0.535
Transf_.4%_taxe 201C -0.532 0.014 0.717 -0.199 -0.518 0.731
2011 -0.493 0.014 0.645 -0.165  -0.480 0.658

Source

Aut hor s o6

cal cul at iE€CYM2008snd thg reselts ofthengntulatensf r o m
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iv. Chil dr en 6 s lthccaresersicess t o hea

In the absence of a crisis, a small reduction in the medical consultation rate among sick
children and substitution towards traditional healers was expected duringg@DD9These
trends are expected to wonsgith the crisis.

With the exception of the food subsidy, all the policies attenuate these effects wighout
establishinghe trends expectad the absence dhe crisis. Again, the most effective policy
is the cash transfer target to poor children(Transf_19%). It reduces theincrease in
consultations with traditiondhealersand the corresponding decrease in consultations with
modern services by more than higdble 2).

Table 22: Optionsf or policy responses to the crisis
services
Health service consulted
i (ier@fﬂtgﬁgi National hospital Private Traditional
Options Year among sick | centre,regional | doctor/pharm., | CSPS mg’ra:llairlﬁt/
children hospital centre, priyate nurse, midwives
CMA/CM priv ate/NGO Others '
Base year(%) 67.1 180 116 55.0 154
Variationin percentage points with respect to the base year
2009 -0.217 -0.053 -0.057| -0.128 0.238
Reference 2010 -0.128 -0.046 -0.046| -0.073 0.165
2011 -0.077 -0.043 -0.039| -0.043 0.125
2009 -1.001 -0.115 -0.152| -0.706 0.973
Crisis 2010 -1.221 -0.138 -0.199| -0.849 1.186
2011 -1.009 -0.127 -0.182| -0.658 0.967
2009 -0.579 -0.087 -0.109| -0.411 0.607
Subv_alim_1% 2010 -0.845 -0.111 -0.157| -0.578 0.846
2011 -0.650 -0.096 -0.122| -0.429 0.646
2009 -0.345 -0.062 -0.073| -0.284 0.419
Transf_1%a 2010 -0.599 -0.084 -0.114| -0.430 0.627
2011 -0.395 -0.070 -0.084| -0.290 0.444
2009 -1.018 -0.117 -0.156| -0.721 0.994
Subv_cér_.2% 2010 -1.233 -0.139 -0.202| -0.859 1.199
2011 -1.029 -0.128 -0.186| -0.674 0.988
2009 -0.715 -0.084 -0.098| -0.510 0.693
Transf_.4%_aide | 2010 -0.984 -0.111 -0.149| -0.734 0.994
2011 -0.759 -0.099 -0.131| -0.533 0.763
2009 -0.791 -0.091 -0.106| -0.608 0.805
Transf_.4% taxe | 2010 -1.007 -0.113 -0.153| -0.749 1.014
2011 -0.794 -0.102 -0.136| -0.556 0.794

Source Aut horsdé cal cul at iE€CYIM2008sand thg reselts ofthensintulateonsf r om t h e

With the same budgeind alsdinanced withexternal aid, the food subsidy has about half the

effect. With a 2.5 times smaller budget, the daahsfers targeting the Centre aviduhoun

regions have smaller but non negligible effects, particularly when financed by external aid.
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Finally, the cereals subsidy, with a budget of only 0.2% of GDP, has almost noagffect
chil drenbds aaesersicesand @ouldh evenl make ththgs worse (through its
effects on the exchange rate).

5 CONCLUSIONS

The presentstudy evaluates the potential effects of the economic crisis on monetary and
caloric poverty, education, labour and accesshealth cae sevices amongBurkinabe
children aged 0 to 1d4ndthen analyzes a number of social policy options to counter these
effects.

The economic crisis leads to an increase in the incidence of monetary and caloric poverty
among children aged 0 to 14 in Burkinasbaover 2009 to 2011. According to our
simulations, monetary poverty reaches its highest point in 2010 to sit 4.7 percentage points
higher than in the initial situation. Children living in rural areas are the most affected, with a
5.1% increase. The crisidfects each region differently: tifeud OuestSahel and Centre
Nord/Plateau Centrakgions are the most affected, with increases as high as 7.6 percentage
points, while the increases in the Centre Batfegions are at most 2.5 percentage points.

Cdoric povertyis not assignificantly affected by the crisisyith the highest increasbeing

only 0.5 percentage points. This result can be explained by the expected reduchien in t
relative pricesof foodstuffs which compensatéor the decline in incom. Indeed, foodstuffs

are less affected by a depreciating real exchange rate than non food products which are more
traded.

The dynamics of education and child labour for 7 to 14 year old children is charachsraed
greater reduction in schoehrolmen rates of about 0.7 percentage points and a 1 percentage
point increase in the proportion of children participating in economic activities. The structure
of demand for health services by sick children is expected to change, with a 1 percentage
point decline in the consultation rate aad increase in consultation with traditional healers
andloweruse of modern health care services.

Among the different response policies analyzed in this study, the most effatatomentering

the negative effects of thaisis and/or restoring the trends that would have been seen in the
absence of a crisis is the basansfer to poochildren aged to 14 With a total budgeof

1% of 2008 GDP, the annual transfer is estimate®,&28 CFA per child using 2003
demographd data This policy responseeturnsthe trend for monetary povertg precrisis

level, lowers the trend for caloric poverty and is more effective at mitigating the negative
effects of the crisis oschoolattendance chi | d | abour @&a&tdmaerrc k chi
health care services.

The alternative of a universal transfer to children aged O tth® most vulnerablage group
T with the same budget gives similar results. This policy would be easier to implement for
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institutional (logistical and adinistrative) reasons, given that Burkina Faso does not actually
have a transfer policy at the national level.

With the same budget of 1% of GDP, a food subsidy policy is much less effective at
improving the various dimensions of child welfare that dfected by the crisis. This can be
explained by the poor capacity ofdipolicy to target childrerparticularly itslimited ability

to target the poor. Given that the ngoor and adults consun@ore than the poor or children
(especiallywhen looking aitemswhich are sold on markets and are tBubject to indirect
taxation) these groups benefit most from this policy. A variant analyzed in this study is the
subsidy which only targets cereals, an important source of calories, particularly among the
poor. With a budget of 0.2% of GDP, this policy appears to be much more efficient than the
food subsidy in terms of reducing caloric poverty.

Finally, we analyzed a regional policy of a transfargetingpoor children living inthe

Centre andviouhounregiors which were hit by théugustSeptember 2009 floods. Two
scenarios are envisioned according to whether or not this intervention is financed by external
aid, as with the preceding policies, or by a taxiraports of modern manufactured goods.
With a budgetqual to 0.4% of GDP in 2008, a monetary transfej9Q® CFA per child per

year) to poor children in these two regions leads to large reductions in monetary and caloric
poverty regardless of how it is financed. This policy would lead to a 6.5 perceuage
reduction in poverty itMouhounwith respect to the prerisis situation.
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ANNEX

Table 1: Results of the"proxy -means" regression to identify poor individuals

Urban Rural
Region
Hauts Bassins 0.000 0.000
Mouhoun 0.029*** -0.136***
Sahel -0.01Q0*** 0.028***
Est 0.281*** -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 -0.081*** -0.000Q ***
Centre Sud 0.000 -0.36Q***
hh_age_sup14 -0.063*** -0.032***
hh_age_inf15 -0.053*** -0.035***
Subdivided(Loti€) 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*** 0.311%**
n_rooms 0.404*** 0.278***
Car 0.354*** 0.139***
Motorcycle 0.299*** 0.295***
Distance 0.045*** 0.044***
Constant 11.133%*= 11.45Z%**
‘eutof f poi nt 11.322 11.322

Soucee Aut horsd calcul at iBE€Y¥MM20@Bsi ng esti mat es
Notes:

from

e Dependent variabid ogarithm of food expenditurepéradult equivalent) divided by a deflator refgionalprices

Econometric model: regression by quintile fixed at 0.11 for urbars @@ 0.30 for rural areas

Significant coefficient at 1% (***), 5% (**) and.0% (*)

Pseudo R0.35orfi u r b@Gldforfir ur al o

Thefi c-o f point is expressed as a logarithm and corresponds@&@B2FA, the official poverty line irR003

less tharl1.322the household is considered as pamd isotherwise considered as rpoor.
Key:

Region= binary variable for each region, framHa ut B a sefefemcgegion( tthe fiCentr e Sudo

hh_age_supl4 number of hosehold members aged 15 and over

hh_age_inf15 number of hosehold members aged 14 and under

lotie =binary variable equal to 1 if the household lives subdivided residere zone 0 otherwise

toilet = binary variable equal to 1 if the household has a private flush; idherwise

floor = binary variable equal to 1 if the household lives in a house with a cement or tile Glothsrwise
wall = binary variable equal tb if the household lives in a house with cement or brick walgherwise
roof = binary variable equal to 1 if the household lives in a house with a cement or sheg® otiziwise
Electricity = binary variable equal to 1 if the household lives hroase with electricityO otherwise
Water= binary variable equal to 1 if the household gets drinking water dlvmor shared taff) otherwise
n_rooms= number of rooms per household member

car = binary variable equal to 1 if the housheold has aGCatherwise

motacycle= binary variable equal to 1 if the household has a motorc9dtherwise

distance= binary variable equal to 1 if the household lives 15 minutes or less from public transpp@tatizerwise
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To identify poor individuals multiply the variables for each household by their respective coefficients. If the total is
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Table 2: Targeting performance (in %)

Predicted status
Non-poor Poor
Real status
NATIONAL
Non-poor 584 416
Poor 24.0 76.0
URBAN
Non-poor 75.3 24.7
Poor 20.2 79.8
RURAL
Non-poor 54.5 45.5
Poor 24.2 75.8

Source Calculated by the authors using estimates from the pmeegngAnnex Table 1)
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