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I. Introduction

Estimates of poverty and inequality are constructed more accurately from
household survey rather than national accounts data, since growth in the latter per force
demonstrates that any growth leads to poverty reduction. Household surveys, however,
were only systematically conducted from the 1980s onwards, at the prompting of the
academic community and the World Bank. Most examinations of poverty reduction and
inequality therefore limit themselves to trends since the 1980s, failing to take a
sufficiently /ong duree of their evolution. Similarly, assessments of structural adjustment
programs are usually conducted at the macro-level, with before-after or plan-outcome
analysis, leaving aside examinations of microeconomic changes, partly due to the
absence of such data. The ensuing discussions on poverty, inequality and the efficacy of
structural adjustment programs (and macroeconomic policy more generally) thus often
form a flimsy basis for national and international policy making, leading many to call for
radical changes in data gathering and dissemination practices.'

The problems of poor data are particularly acute in developing countries, as other
elements of national policy claim more immediate priority. In the case of Ghana, tracing
the evolution of poverty and inequality is hampered by the near absence of national
household surveys, barring four Ghana Living Standard Surveys (GLSS) conducted
between 1987 and 1998.? which allow these issues to be examined over a short period.
Using this data, Canagarajah et al find that poverty and (less markedly) inequality fell
between 1988 and 1992, improvements that they attribute to the effects of the
stabilization and structural adjustment.® The effects of the 1970s—the so-called “lost”
decade of development in Ghana—and the net effects of the past thirty years, however,

remain conjecture.

! See, for example, the remarks of Angus Deaton, T.N. Srinivasan and Robert Townsend at the IMF
conference on Macroeconomic Policies and Poverty Reduction. Townsend calls for the assembling and use
of a wide array of data sources in a “vectorized ... geographical information system” to address policy
questions. Deaton (2002) pushes for an initiative that provides “consistent international protocols for
[household] survey design” (37).

* A national household survey was conducted in 1961/62, and was reported by Golding (1962). The data for
this are not in the public domain and have not been compared to the GLSS data. This could be the an
excellent subject for further research.

3 The GLSS4, conducted in 1997, provides some evidence for the evolution of poverty and inequality into
the later 1990s. The World Development Indicators 2003 note a Gini coefficient for 1999 at 0.40, much
higher than the Gini coefficients for 1988-1992. None of these data, however, have been systematically
compared to the GLSS1-3 data in any (known, freely available) published paper.



This paper will provide some evidence to fill these gaps, by mapping changes in
poverty and inequality in the Eastern region of Ghana through a meta-analysis of datasets
collected in 1966-67 and 1997-99, both previously unused for these purposes. Although
the datasets are not representative of the whole country, this analysis will extend the
period for which we can trace inequality and poverty in Ghana beyond 1988 and back to
1967 for the first time. This will allow for an evaluation of the microeconomic changes in
the Ghanaian economy in the three decades between 1967 and 1997, a period which saw
the macroeconomy lurch from gradual to accelerated decline, then crisis, dramatic
recovery and moderate growth. The quantitative analysis that will form the analytical
core of the paper will be supplemented with qualitative social science data where
available.

A number of caveats first, however. Because of the constraints of the data
available (detailed in section IV), we restrict ourselves to ordinal rather than cardinal
comparisons of poverty and inequality in the two periods. That is, we will try to
determine the direction rather than the magnitude of change of these welfare measures.
For the purposes of this paper, poverty and inequality are defined using household
expenditure. There are well-documented shortcomings of this measure, including that
expenditure is a money rather than a utility metric of welfare, that wealth matters
(Ravallion), and that households might not be appropriate units of study in order to
understand individual welfare (Crehan). However, given the thin historical data available
on Ghana, a reasonable measure of poverty is better than none. Also, households surveys
are known to have a number of shortcomings, including unit and item non-response, that
expenditure estimates omit the value of rent and government services, and that different
recall periods and levels of disaggregation give differing estimates of consumption
(Deaton). Further, there are problems with the comparability of the households surveys,
which are dealt with in section I'V.

The rest of this paper is organized as follows. Section II details the
macroeconomic developments in Ghana in the past three decades, with particular
emphasis on developments in the agricultural sector. Section III describes the local
microeconomic setting for the study. Section IV introduces the two datasets, the meta-

analysis of which will form the core of the paper, and explains the ways in which the data



for 1966-68 were modified to make them comparable to the 1997-98 data. Section V
analyses inequality in both periods to ascertain the direction of its change, and presents a
number of robustness tests. Section VI does the same for poverty, and Section VII details
the characteristics of the poor and non-poor in 1997. Section VIII concludes by placing
the main findings of the paper in the context of the wider national and international

debates of growth, inequality and poverty reduction.

II. Macroeconomic trends in Ghana, 1967-1997*

At independence in 1957, Ghana was the “black star” of Africa, the country with
the highest GDP per capita in the region, strong fiscal and external balances and, as the
first decolonised country in the region, the great hope of sub-Saharan Africa. As was the
fashion at the time, large-scale planning of the economy, import-substituting-
industrialization (ISI), and a big investment “push” were attempted in the 1960s. Lower-
than-planned GDP growth rates ensued, averaging 2.3 percent per annum in 1961-69, in
the context of rising inflation and steadily deteriorating external reserve and fiscal
balances (table 1).

Impatient with the gradual growth of the 1960s, the government reoriented its
strategy to meet the “basic needs” of the people through a massive expansion of the
economic role of the state, including the proliferation of state-owned enterprises, a
redoubling of ISI efforts and an aborted attempt at export promotion of manufactures.
Intentions notwithstanding, the 1970s saw increasing corruption, political instability and
poor-to-nonexistent macroeconomic management. A decade of large fiscal deficits,
increased domestic financing, inflation, an overvalued exchange rate, plummeting exports
and contracting GDP followed, culminating in the macroeconomic crisis of 1983. The
Ghanaian economy reached its nadir then, with real GDP per capita at 70 percent of 1967
GDP per capita.

Political scientists and economic historians offer a range of explanations for why
this happened. Bates saw the main cause of this unravelling of the economy in the

politically rational but economically irrational (implicit) cross-subsidization of the urban

* Unless otherwise specified, this section is substantially based on Aryeetey and Harrigan’s account of
macroeconomic developments in Ghana.



sector by the rural sector, brought about through controlled producer prices, an
overvalued exchange rate and high inflation. Others supplement Bates’ urban bias theory
by underlining the importance of ideology (Jefferies) and the perverse incentives that the
increasing instability of the country caused, leading people to shy away from long-term
planning and to become increasingly kleptocratic in their behaviour (Austen).
Stabilization and subsequently structural adjustment followed from 1983
onwards. Measures taken included the liberalization of the trade and foreign exchange
payments regimes, a sharp reduction in the fiscal deficit, and a reining in of money
growth. This lead to an impressive rebound in the economy until 1989. Growth has
slowed subsequently, averaging about 4.3 percent in 1990-97, as against 5.7 percent per
annum in 1984-89. The growth slowdown has been attributed to loose macroeconomic
management by observers such as the World Bank (1995), and to the lack of coherent
supply side policies by Aryeetey and Harrigan. Growth since the 1980s notwithstanding,
real gross national expenditure, income, and GDP per capita were 10 to 20 percent below

1967 levels in 1997—indicators of lost decades of opportunity.

Agriculture

The area we will focus on is primarily agricultural and hence it is worth
examining how the agricultural sector as a whole fared over this period. As in most of
sub-Saharan Africa, agriculture is the largest sector of the Ghanaian economy,
contributing 40 percent of value-added in 1967 and 36 percent in 1997. Maize and
cassava have been, and continue to be, the main crops produced in Ghana (Huq: 84).
Cocoa exports made up 50 percent of total exports in the 1960s, and 25 percent of exports
in the 1990s. Seventy percent of the population is dependent on the sector for its
livelihood and, importantly for this paper, most of the rural poor are agriculturalists.

Annual sectoral growth averaged 3.1 percent in the 1960s, 0.7 percent from 1970
until 1983, 3.6 percent between 1984 and 1989 and 2.8 percent for the rest of the 1990s.
This largely maps the performance of the macroeconomy. The dismal performance of the
sector in the 1970s is widely attributed to the high levels of implicit (inflation, fixed
producer prices, and an overvalued exchange rate) and explicit (export taxes) taxation

(World Bank 1995 and Bates) and state farms that monopolized resources devoted to



agriculture with little returns (Donkor: 164-165).

Reforms since 1983 have focused on removing price distortions on crops
(including cocoa), slashing fertilizer subsidies, reducing the role of parastatals, and
capacity building for the provision of extension services (Donkor: 166 and Nyanteng and
Seini: 270). However, the performance of agriculture has lagged behind the other sectors
of the economy since liberalization. The World Bank argues that the way ahead is to
further liberalize and privatise agriculture, while others point to the need for improved
infrastructure (Nyanteng and Seini: 282), price stabilization and subsidised agricultural
inputs (Donkor: 166, 192). At 1997, according to the FAO, agricultural production per
capita was five percent below 1967 levels, providing yet another indicator of the lost

opportunities of the intervening years.

II1. Microeconomic setting

The surveys we use were conducted in the Eastern region of Ghana. The area was
used successively for palm oil cultivation in the 19" century, cocoa farming in the early
to mid-20™ century, and cassava and maize intercropping for domestic consumption in
the study period. Farmers in the survey area have been turning to pineapple production
for export in the 1990s (Goldstein and Udry 1999a: 14). As of 2003, pineapple formed
Ghana’s second-largest agricultural export, after cocoa. This area is reflective of the
change in Ghana’s agricultural exports. In 1967, twenty-two percent of households were
engaged in cocoa farming in the survey area, while no farmers in 1997 farmed cocoa.
Thirty-six percent of households were engaged in pineapple farming in 1997, while in
1967 pineapple farming was unheard of in this region.

In terms of demographics, the average household size in the study area increased
from 4.74 to 5.69 in this period, as Ghana’s total population grew from 8 to 19 million,
and the population of the Eastern region expanded from 1 to 2.1 million between 1967

and 1997.° Real per single-person expenditure in the study area increased marginally

> Population figures for Ghana were taken from the IFS; figures for the Eastern region from Dutta-Roy for
1967, and the Ghana Statistical Service for 1997.



between 1967 and 1997.° The region is of particular interest because of its proximity to

the capital, Accra and its susceptibility to macroeconomic influences.

IV. Data

1966 third quarter and 1967 annual data were obtained from two contemporary
survey reports (Dutta-Roy and Mabey 1968 and Dutta-Roy 1969). The surveys were
conducted under the aegis of the Institute of Statistical, Social and Economic Research
(ISSER) in Ghana, and netted data on basic socio-economic characteristics, income and
expenditure of households in the region. These are part of a remarkable, but little used,
set of household surveys carried out from 1965 until 1972 that aimed at assembling a
comprehensive picture of life in the Eastern region, by studying the food farms (Atsu and
Owusu), cocoa farms (Battacharya) and demographics (Kpedekpo) of the region.

Although the original household budget survey data are not available, and are in
fact probably lost,” the summary statistics contained in the two reports from the 1960s
suffice for the purposes of this paper. We make use of two main forms of data from these
reports. First, we use the summary of the expenditure distribution, which is reported as
the number of households that fall into 11 (9 for the 1966 report) expenditure bands.
Second, we also use the average household size reported for 5 (6 for the 1966 report)
expenditure bands.

The 1996-98 data are a part of a comprehensive household dataset collected by
Markus Goldstein and Christopher Udry to examine issues related to household
organization, agricultural innovation, learning, institutions, and contracts. Research
analysing land resource management (Goldstein and Udry 1999b), social learning
(Conley and Udry 2003 a and b), risk (Goldstein 1999 and Goldstein, de Janvry and
Sadoulet, 2004) and land rights (Goldstein and Udry 2004) have resulted from these data.
Data were collected from four village clusters in the Eastern region, Akwapim South

district of Ghana, one of which, Konkonuru, overlaps with a village from which data

® Real expenditure figures were calculated by inflating 1967 figures using the CPI index, which was
preferred over the GDP deflator since the latter includes a number of large items that are not consumed by
the average villager.

" Goldstein visited the ISSER, the publishers of the report, but could not find the original survey data.



were collected in 1966-7.* Socio-economic, income and expenditure data were collected
and the unit-level data were made available for the purposes of this paper.

For the 1997 dataset, multi-person households headed by married males, which
constituted 48 percent of households in 1967, were enumerated, and individual record
data are available. While male-headed multi-member households are but a part of the
national population, they are a sizeable group—the majority of Ghanaians live in these
households, and they constituted 64 percent of poor households in the country in 1992
(World Bank 1995: 12). Hence, tracing the evolution of poverty and inequality in them
should provide us with a reasonable idea about what happened in Ghana at large.

The 1960s surveys had different sampling frames, with the 1966 pilot survey
including female-headed households, and the 1967 survey including female-headed and
single-member households. Moreover, summary statistics, rather than unit-record data,
are available for these surveys. In order to make the two datasets comparable, data for
female-headed household households for 1966 had to be imputed and then excluded from
the summary statistics for the rural population.’ In order to adjust the 1967 distribution,
data for the female-headed and single-member households had to be imputed and
removed. It is worth mentioning that the data for the 1966 survey were collected in what
is now the Akwapim South district rather than for the whole of the Eastern region—this
is also where the Goldstein-Udry dataset was collected.

In many instances, adjusting the 1960s data was a straightforward process and
could be done without making any assumptions. Adjusting the expenditure distributions,
however, was more complicated, and was done as follows. For 1966-67 we have
expenditure frequency distributions for all households and the average expenditure, and
number, of the households we need to remove. We use these to create a distribution of the
households we wish to exclude by (a) shifting the band limits of the original frequency
distribution by the difference in the mean expenditure of the total population and the
population that we wish to exclude; (b) distributing the households to be removed across

these bands in proportion to the frequency with which all households occur in the overall

¥ Further information on the 1997 survey and data are available at www.econ.yale.edu/~udry.

? For the surveys conducted in the 1960s, a household is defined as “all persons living under the same roof
and sharing common provisions for housekeeping or contributing towards housekeeping” (Dutta-Roy and
Mabey: 14). Goldstein and Udry define a household as a married couple or triple that may or may not be
cohabitating, and they also use the “common pot” definition.



data set (in effect assuming that the distribution of sub-sample to be excluded is the same
as the overall sample's—we later test the sensitivity of our results to this assumption); (c)
interpolating this frequency distribution of households to be removed; and (d) collapsing
this into a frequency distribution using the original band limits. We then remove the
female-headed and single male households by reducing the frequencies, by band, of the
original distribution by the frequencies in the constructed distribution. Finally, unit-level
data are linearly interpolated from the adjusted distribution.'® The resulting dataset for
1967 (Q3 1966) is comparable to the 1997 (Q3 1997) dataset, and these, together, form
the core analytical tools of our paper.

While household level analysis was conducted using these data, individual-level
analysis was conducted using two estimates: one obtained by dividing all records by
average household size and the other by dividing expenditures by average household size
for each expenditure band (the 1966-7 data contains such a breakdown). This turns out to
be particularly important since in 1966-7 larger households were on average richer (using
per capita expenditures), while in 1996-8, larger households were poorer.'!

For the 1997 survey, both women and men were separately asked to report
household (that is, their own, their partners’ and any others) expenditures. Each person
was found to report higher expenditures for him or herself and lower expenditures for
their partner, as compared to the partner’s own expenditure reports (Goldstein 1999,
Boozer and Goldstein, 2003). It is unknown who the survey respondents were in the 1967
survey—men or women, and in the absence of further information, we rely on our
women’s report estimates to illustrate our findings, since is the most common approach in
household surveys. We use the other expenditure estimates (derived from the men’s
reports, and a second estimate derived from the combined expenditure reports) as
robustness checks.

The analysis of inequality is conducted using household expenditure

12 Poverty analyses are often conducted by interpolating data from frequency distributions published in
government documents (Ravallion: 49).

"' We find a negative correlation of 0.43, significant at the 1 percent level, between per capita expenditures
and household size in 1997. The 1967 data imply the reverse: larger households enjoy higher expenditures
per capita (Dutta-Roy 1969, table A.12).



concentration curves'> constructed from the unit-level data. Poverty analysis is carried

out using per capita and per single-person expenditures. These were calculated as

follows:
(1) Household expenditures were divided by the (known) average size of multi-
member male-headed households. This provides workable estimates of per capita
income and expenditure, which are less optimal than those calculated using unit-
level data. Any systematic bias that this introduces is lessened by dividing 1997
unit-level household expenditures by the average household size for 1997, despite
the fact that individual household size data are available.
(2) It is generally accepted that there are economies of scale in household
expenditure and that some people—say children—require fewer resources than
others. The use of per capita data therefore overestimates the incidence of
poverty. Equivalence scales or size elasticities (to create numbers of “single-
persons”; see Lanjouw and Ravallion) may be employed to deal with this
problem. The latter method is used here with a size elasticity of 0.7, as used by
Canagarajah et al in their study of the GLSS data. This gives us adjusted average
household sizes for both periods, which are used to divide expenditure data to get
per single-person data.
Lastly, the Ghanaian Consumer Price Index was used in the calculation of

constant price data to enable comparisons of expenditure levels across time.

V. The Change in Inequality

Table 2 presents our findings on the change in inequality, which we measure
using the Gini coefficient.'* The first row of the table shows us that the Gini coefficient
increased from 0.23 in 1967 to 0.32 in 1997. The concentration curves in figure 1
graphically illustrate this finding, and further shows that, in terms of relative income,

every member of the 1997 population is worse off than the 1967 population. Here we

12 Concentration curves (similar to Lorenz curves) plot the cumulative percentage of an indicator, ranked by
magnitude of the indicator (here, income or expenditure) against the cumulative percentage of the sample
(here, households). The 45 degree line from the bottom left to the top right of the graph is the equality line,
and the greater the area between that and the curve, the greater the inequality.

1 We assume here that the economies of scale in household expenditures do not change appreciably over
time.

' The Gini coefficient ranges from 0 (perfect equality) to 1 (perfect inequality).
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assume the same household size for the entire distribution, which allows us to interpret
the Gini coefficient as a measure of inequality amongst households, or amongst
individuals on a per-capita or per-single person basis.

In order to confirm our findings we run several robustness tests. First, we
bootstrap all our results to account for sampling bias. So, in the instance of the 1967
distribution we have data for 123 households that give us a Gini of 0.23. For each
bootstrapped replication (we run 1,000 in all instances) we draw 123 observations with
replacement from our sample, treating it as if it were the true population. We then
calculate the Gini for each of these samples and calculate the 95 percent confidence
intervals about the mean Gini coefficient. We report this range under each Gini
coefficient in table 2. Our core finding is supported by the fact that the entire range for
the 1967 Gini (0.21 to 0.26) is better than the entire possible range for 1997 (0.30 to
0.34).

Next, we test for the sensitivity of our 1997 results by checking the 1997 Gini
coefficients derived from the women's reports against those from the men's and combined
reports. Our finding for the increase in inequality is robust to varying the source for 1997
expenditure, with the Gini increasing from 0.23 in 1967 to 0.28 or 0.29 in 1997,
depending on which expenditure report we use.

Third, we re-compute the Gini coefficients taking into account the data we have
on average household expenditures by band. This gives us new Gini coefficients that
measure inequality between households (and not also between persons, as before)."”
Using per capita and per single person expenditures again gives us different Gini
coefficients, since we divide by each band by a unique constant. Our finding remains
robust to taking this additional data in account. Indeed, when we take this into account,
the gap between the 1960s and the 1990s widens.

Lastly, we conduct a simulation to test for the robustness of our result to an

assumption that underlay our distribution method. Recall that when removing the non-

' Earlier, we divided the entire distribution by average household size (a constant) to get per capita and per
single-person expenditures. The household frequency distribution could then be interpreted as a distribution
of individuals since we divided all expenditures by a single constant. Now, we divide each expenditure
band by its own average household size (a constant that varies by expenditure band). The resulting
expenditures are averages for households, and the distribution is not proportional to the distribution of
individuals since household are now assumed to have varying sizes.

11



comparable part of the 1960s samples, we assume that this group (which has a different
mean) has the same distribution as the overall sample (which appears to be log normal).
As a rough test of how robust our findings are to this assumption, we conduct the
following experiment. We adjust the standard deviation of the removed observations
upwards and downwards by 5 and 10 percent (recall that the mean is known from the
summary statistics). We then create a randomly generated lognormal distribution of
10,000 observations using the estimated mean and standard deviation of the
corresponding remaining distribution.

Table 3 shows the results of this experiment. The baseline estimates use the mean
of the remaining sample and the standard deviation of the overall sample (which is what
it would be if we assume the removed sample has the same standard deviation as the
overall). Due to this (combined with differences on interpolation), and the fact that our
distribution is not a perfect log normal, these are different from the realized Gini
coefficients for those years, which are reproduced for reference in the last column of the
table. Nonetheless, the results are instructive. In both cases, a change in the standard
deviation by 5 to 10 percent results in a small change in the Gini, no larger than 3
percentage points. Even with these permutations, inequality is still lower in 1966-67 than
in the 1990s.

Table 4 decomposes the change in inequality between 1967 and 1997 using the
Generalized Entropy (GE) class of measures.'® This shows that expenditure inequality
increased remarkably across the distribution. In fact, the increase in the Gini coefficient,
which is particularly sensitive to changes in the middle of the distribution, is the least in
percentage terms. E(2) increases the most, which implies that increase in the upper end of
the distribution was the highest, while the increase in inequality at the lower end of the
distribution—described by E(0)—is the lowest, but is still high. We also include the
Variance of logs measure of inequality, which also shows a large increase. Cowell argues
that this is a particularly appropriate measure of inequality for a log normal distribution,
which is the approximate functional form of both 1967 and 1997 expenditure

distributions.

'® The GE class of measures of inequality range between 0 and oo as inequality increases. E(0) is sensitive
to changes at the lower end of the distribution, E(1) to is evenly sensitive to changes across the distribution,
and E(2) is sensitive to changes at the upper end of the distribution.

12



Seasonal inequality

The second half of table 2 details the change in the Gini coefficient using third
quarter data for both periods. The data here also support our story—the Gini coefficient
in the third quarter of 1967 was 0.21. This rose to 0.33 in the same period in 1997, and
this finding is robust to the use of bootstrapped Gini coefficients, expenditure reports of
different respondents in 1997, and the use of the different average household size across
expenditure bands. It is also robust to the simulation. Hence, choosing what was an
average quarter yields the same results. It is also worth keeping in mind that for the

1960s data, the 1966 data had a different sample that we have adjusted.

VI. The Evolution of Poverty

Table 5 maps the evolution of poverty in Ghana over the three decades since
1967. We discuss the per single person poverty figures since this accounts for economies
of scale in household expenditures, but we also present per capita data as a robustness
check. We use nationally determined upper and lower expenditure poverty lines as
thresholds."”

Using the upper poverty line, the poverty headcount index increased from 22 to
35 percent between 1967-97. As a robustness test, we calculate two alternative poverty
figures for 1967 by placing all the households in the band through which the poverty line
passes in poverty (this yields the upper bound of 31) and not in poverty (this provides us
with the lower bound for poverty of 20 percent). This provides the extreme bounds for
any error that might be introduced by our interpolation method. The entirety of the
resulting confidence interval lies below the poverty rate of 35 percent for 1997. There are
indications that extreme poverty, which we calculate using the lower poverty line, has
also increased. However, this finding is not robust to the interpolation method since the
band of 5 to 20 percent for 1967 straddles the 1997 headcount ratio. However, as noted
above, this is an extreme method—it is highly unlikely that all of the observations in a

given band would all lie on one of the bounds.

' These are relative expenditure poverty lines, defined as two-thirds and one-half of mean expenditures,
respectively, by the Government of Ghana and the World Bank using GLSS1 expenditure data. We inflated
(deflated) these lines to 1997 (1967) prices using the CPI index. The poverty lines were found to be in the
region of alternative possible lines, namely the FAO caloric intake line, the Ghanaian minimum wage line,
and the international 1 PPP $/day line (World Bank 1995).

13



That poverty increased is also corroborated by an examination of the distributions
obtained by dividing expenditure by average household size by band. Using these
adjustments to the data, the proportion of the population living below the upper poverty
line increased from 2 percent in 1967 to 30 percent in 1997.

An examination of the cumulative density functions (CDFs)'® of the quarterly and
annual expenditure, data is instructive."” It corroborates our broad story, indicating that
the result that poverty has increased is fairly robust to the choice of poverty lines—the
1997 CDF lies above the 1967 CDF for most of the lower range of expenditures.

One area in which our results initially do not appear to be robust is when we use
alternate methods of estimating household expenditure in 1997. As Boozer and
Goldstein (2003) show, the poverty status of an individual household is liable to change
depending on who is reporting total household expenditure. Hence when we use the
average household size as the denominator and compare the 1967 data to either the men’s
or the combined reports, poverty appears to have decreased from 1967 to 1997.

However, this is unlikely to be the case. First of all, as noted above, the common
technique is to use female reports (on the basis that they do the majority of shopping) and
hence this is arguably the technique used in the 1960s data (although the authors of the
reports are silent on this matter). Second, when we account for the fact that poverty and
household size had the opposite relationship in the 1990s than they did in the 1960s, this
relationship is reversed and poverty has increased, as we can see in the line containing
estimates that uses varying household size by expenditure band.

The intensity of expenditure poverty worsened, with the poverty gap ratio (FGT1
measure) increasing from 4.2 to 7.6 and the squared poverty gap ratio (FGT2 measure)

from 1.1 to 2.4 (table 6).%° That the percentage change in the FGT measures is greater

'8 These map the cumulative proportion of the population on the y-axis living below the expenditure level
given on the x-axis.

" The shapes of the per capita and per single-person expenditure CDFs in figure 2 are the same. The effect
of using the equivalent scale (to get per single-person expenditure) as opposed to the average household
size is to widen the range of the expenditure mapped on the x-axis, thereby shifting the poverty lines to the
left and reducing the poverty headcount ratio.

20 The poverty gap ratio measures the mean distance of the poor below the poverty line, averaged over the
entire population and expressed as a percent of the poverty line. It captures the incidence and depth of
poverty. The squared of the poverty gap ratio measures the severity of poverty by squaring the distance of
each observation below the poverty line thereby making the measure more sensitive to those further from

14



than the proportional change in the headcount ratio indicates that poverty for the extreme
poor worsened more than the lot of the poor overall. This is discouraging, and holds even
if we use the lower poverty line to measure the poor. This is in line with our results on
worsening inequality, even amongst the poor.

While the surveys provide us only with cross-sectional observations on poverty
from the late 1960s and 1990s, we may surmise from the wider literature on the
macroeconomy (section II, above) that poverty probably considerably worsened from
1967 at least until 1983, when structural adjustment was first introduced, and then
somewhat improved (Canagarajah et al). Our findings indicate that structural adjustment

has not lead to a complete undoing of the damage done to the economy in the 1970s.

Seasonal poverty

Analysis of the 1966 expenditure data reveals that expenditure poverty in the third
quarter of the year was higher than over the course of the entire year, both in 1966-67 and
in 1997-98 (table 5).

While we unable to examine any change in the ability of households to smooth
their expenditure over time, the 1997 data allow us to examine changing expenditure
patterns over the course of the year. We give households a ranking based on their position
within each CDF to see to what extent the ranking changes over the course of a year.
Using this method, we find that approximately 50 percent of the households remain in the
same expenditure quintile, and over 44 percent switch to adjacent expenditure quintiles
over the course of the year. Only six percent of households move from one extreme of the
expenditure distribution to the other. A similar exercise could not be conducted for the
1966-67 data since record-level data are unavailable.

Vulnerability is an important dimension of poverty as defined by the World Bank
(World Development Report 2000/01: 19), and our finding that people’s expenditures do
not sharply fluctuate over the course of the year is reassuring. Expenditure smoothing
could be occurring through various means, including by accessing credit markets,

transfers from relatives, and labour supply alteration. This analysis supplements

the poverty line. Both measures are a part of the Foster, Greer and Thorbecke (FGT) class of poverty
measures.
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Goldstein’s (1999) paper on the management of idiosyncratic (rather than regular,
annual) risks in the region, in which it is found that mutual insurance networks exist in
the region, and that risk pooling does not take place within the household but among

women at the village level, and in a number of other groupings for men.

Drivers of the increase in poverty

Kakwani and Pernia propose a method to disaggregate the causes of changes in
poverty into the effects of growth and changes in inequality. We follow their method here
and this yields the results in table 7.

Average expenditure per single person grew by 0.2 percent annually between
1967 and 1997, cumulatively raising per single-person expenditures by 5.5 percent over
the period. Poverty (using the headcount ratio and the upper poverty line) increased at a
compounded growth rate of 2.0 percent. This implies a poverty elasticity of growth of 11
percent, which means that every one percent of growth in the period 1967-97 yielded a
large poverty increase of 11 percent. This elasticity can be decomposed into two
components: one explained by growth—which unadulterated would have caused a fall in
poverty of 1 percent, and the second by the change in inequality—which by itself would
have caused an increase in poverty of 12 percent. Thus the redistribution of expenditures
from rich to poor more than countervailed the marginal poverty-reducing effect of
growth, which would have led to a poverty reduction of 1 percent had the expenditure
distribution remained static. This finding fits in with what we know of the
macroeconomic history of Ghana, which was characterized by high and persistent
inflation from the late-sixties until the mid-80s. This will have hurt the poor more than

the rich, and will have been redistributive in its effect.

VII. Characteristics of the Poor

The previous sections detailed expenditure poverty increased in the study area
between 1967 and 1997. We now turn to describing the characteristics of those in the
bottom quintile of the expenditure distributions in 1997, comparing them to the rest of the
population. For convenience purposes, we refer to those in the bottom quintile of the

expenditure distribution as expenditure poor and the rest as non-poor. Also, while the
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previous section resorted to several expenditure measures to ensure comparability
between the surveys and to examine the direction of poverty change, this section will use
per single-person expenditures calculated using actual household size since we have this
data for every household in the 1997 dataset.

Comparison of the socio-economic characteristics of those at the bottom quintile
(poor) of the distribution with the rest of the population (non-poor) yielded the following
(table 8).2' Poor households on average spent only a third of what their non-poor
counterparts spent, and they spent a greater percentage of this on food. Poor households
on average had poorer access to land (3 versus 4 plots on average or 5.8 versus 8.3
hectares under cultivation), had less schooling than the non-poor (7.0 years as compared
with 8.8 years on average), and had generally been resident (the individual or their
family) in the village for fewer years (36 versus 65 years). The last of these suggests that
the expenditure poor on average migrated to the region around the time when the first
survey was conducted, and a possible systematic difference in the characteristics of
households by length of residency. We explore this later. We get similar results by
comparing households below the lower and upper poverty lines to those above.

The association of education with lower levels of poverty is heartening, and goes
against the conventional belief that there are few returns to education in Ghana
(Canagarajah et al). Also, that there is a negative correlation between age of household
head and years of schooling (a finding significant at the 1 percent level) means that
younger members of the community tend to be more educated. If this trend is continuing,
it would indicate that people are increasingly willing to invest in education.

The chi-squared test of the cross-tabulation of occupation of the head of the
household and the poverty count is significant, showing a systematic difference in
occupations of the poor versus the non-poor (table 9). Household heads engaged in
pineapple farming are much less likely to be poor, and few household heads engaged in
business have poor households. This suggests two strategies to lift households out of

poverty—pineapple farming and business administration.

?! Findings, unless otherwise specified, were only listed if the difference in means of the poor and non-poor
was significant using a ttest.
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Recent migrants

The population of the Eastern region includes a significant number of migrants in
both study periods. In fact, processes of migration have been continuous since the early
1700s at the very least (Brokensha: 58). This accelerated in the early twentieth century to
produce a cocoa boom, as was documented by Polly Hill in 1963. In her seminal The
Migrant Cocoa-Farmers of Southern Ghana, Hill details how new migrant farmers,
rather than the old residents, leveraged their traditional forms of organization, reinvested
their profits in private and public works, and built Ghana to be the largest cocoa exporter
in the world by 1911. Much of this occurred in Akwapim, the region under study here.

While Johnson notes that approximately 15 percent of the population of Akwapim
in 1972 were migrants (Brokensha: 100), approximately a third of the population of the
1997 survey area migrated there within the past thirty years. Also, the number of
households entering the study area has been increasing over time, with 15 percent of
households having arrived there in the ten years before 1997, 8 percent in the decade
before, and 6 percent in the decade before that. Ceteris paribus, an increase in migration
is good news, since it could be indicative of the existence of economic opportunity in the
region.

The average expenditure of longer-term residents is 49 percent greater than the
expenditure of recently settled families (table 8), and their poverty rate is also
significantly higher. As would be expected of poorer households, recent migrants spent
more on food than did longer-term residents. New residents are less likely than old
residents to engage in business, and are more likely to get wage employment, suggesting
that their strategies for moving out of poverty are different to those of the rest of the
population (table 10). If wage employment requires education, new residents’ greater
tendency to pursue wage employment fits with their marginally greater schooling.

Lastly, newer residents have less access to land than do older residents, which is
unsurprising. What is encouraging, however, is that the difference between the two
groups—who have access to nine versus six hectares on average— although large, could
have been worse. In fact, that new residents are just as likely as old ones to undertake
pineapple farming (a third of both populations farm pineapple) despite their handicaps is

a testament for them. These findings are consistent with Hill’s observations about the
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willingness of migrant farmers to invest in their new environs, and support her

characterization of migrant farmers as “capitalist” rather than “peasants”.

VIII. Conclusions

This paper traces the evolution of poverty and inequality in the Eastern region of
Ghana back to 1967 for the first time, enabling, by extension, a cautious assessment of
the Ghana’s economic development track record since then and until the near-present.
We have found that poverty and inequality increased over the past three decades in the
area under study. The net change in welfare in the region is negative since poverty and
inequality have both worsened.

Our conclusions, that of an increase in poverty and inequality, if applicable to
Ghana as a whole, are broadly consistent with the literature on the global and national
evolution of poverty and inequality. Table 11 summarizes changes in real expenditure,
poverty and inequality at the international, national and survey levels.

The World Bank (2001) thus estimates that the number of poor across the world
fell by 200 million between 1980 and 1998, although the figure is contested and is
extremely sensitive to the data for China and India.** The Bank’s report is also silent on
the evolution of poverty over a longer period. Wade and Fischer, on the other hand, both
assess the debate on the evolution of inequality over the past 50 years and come to
opposed results. Consensus on the direction of change in global inequality has proved
elusive.

Evidence of changes in poverty and inequality at the national level in Ghana is
more limited, and the evidence that exists indicates a reduction in poverty and inequality
between 1988 and 1992, and a subsequent increase in inequality to levels above 1988
levels by 1999. The national and rural expenditure poverty headcount ratios in 1992 were
31.4 and 34.3, respectively, using the upper poverty line (World Development Indicators
2003), which is about the same as the expenditure poverty headcount ratio of 35.4 percent

in 1997 for the study area (table 2). While the national Gini coefficient fell from 0.35 to

2 See, for example, Reddy and Pogge, Deaton and Wade. Wade argues that the Bank’s numbers are
unreliable, that the number of poor probably increased between 1980 and 1998, although the proportion of
extreme poor probably decreased in the same period. He is, however, like most other authors, silent on the
longer-term change in poverty.
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0.34 between 1988 and 1992 (Canagarajah et al: 3), it sharply increased to 0.40 in 1999
(World Development Indicators 2003; this assumes that the figures are comparable). This
is more than the figure for expenditure inequality in the study region for 1997, which as
measured by the Gini coefficient stood at 0.32.

Table 11 shows that our survey region is atypical of Ghana insofar as average
expenditures have remained flat in the past three decades, as compared to the fall of 17
percent in national income. However, the worsening of inequality and poverty between
1967 and 1997 fits in with Ghana’s disastrous macroeconomic history in the 1970s.
Poverty, even if it has been falling since the structural adjustments of the 1980s, has not
recovered from Ghana’s previous growth disasters.

As one of the more dynamic regions in Ghana, it may be argued that
developments in the Eastern region provide us with an idea of the way in which poverty
and inequality will evolve in Ghana as a whole in the coming years. This is clearly bad
news on inequality, but perhaps less so on poverty if recent national trends in poverty
reduction have been mirrored locally.

The increase in inequality is worrisome for a number of reasons, including
because (a) inequality is theorized to lead to low subsequent growth through higher,
distortionary tax rates, political instability, unequal capital market access, and lowered
incentives to work (Alesina and Rodrik); (b) more equal growth has a greater poverty
alleviating effect than less equal growth (Cornia and Court); and (c) extreme inequality
can undermine the implicit social contract between individual and state, leading to
increasing instability and a possible unravelling of the state (Cornia and Court).

Although it might be tempting for the proponents and opponents of globalization
to attribute the increasing poverty and inequality in the region to it, we have no sound
basis to do either. Ghana is in some ways more globalized today than it was thirty years
ago, and in other ways less so. International trade in goods and services stood at 56
percent of GDP in 1997, up from 39 percent in 1967, while the country’s share in world
trade declined. The degree to which the Eastern region has increased or decreased the
extent of its involvement in the global economy is also unknown. The thin evidence we
have indicates a marginal increase in the proportion of households dependent on export

crops for their livelihood— while 22 percent of households were engaged in cocoa
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farming in 1967, 36 percent of households were engaged in pineapple farming in 1997.
Either way none of this evidence allows us to establish an association, not to speak of
causality, between globalisation (or lack thereof) with poverty and inequality.

Tenuous as forward-looking assessments of the any economy are, we are
optimistic for the prospects for growth and poverty reduction in Akwapim given the
evidence. Agriculture in the region is undergoing a transformation from maize and
cassava cultivation for domestic consumption to pineapple farming for export. People
have been migrating to Akwapim in increasing numbers, possibly because they are aware
of the potential of the region. There are indications that the capitalist tendencies that
migrants demonstrated in the early 1900s, that saw Ghana become the largest cocoa
exporter in the world in 1911, have persisted. Finally, the population has been
increasingly willing to invest in education, which, in our survey area, does have an effect

in reducing expenditure poverty.
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