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In the last decade, for the first time in many decades, emerging and developing countries grew faster than 
high-income economies: as many as 83 developing countries managed to double OECD per capita growth 
rates1. And yet, despite the vast social benefits that have accompanied growth processes in many 
countries - reflected inter alia in encouraging progress on several Millennium Development Goals' 
indicators such as reduction in extreme (income) poverty, reduced child mortality, and increased access to 
clean water and to education services - economic growth alone has not been enough to deliver a 
commensurate reduction in poverty. The globalization that has been at the basis for such unprecedented 
growth has also led in many cases to increased vulnerability, disruption of traditional social cohesion 
systems and increased polarisation.  
 
Recent World Bank data reveal that an estimated 1.28 billion people still lived with less than 1.25$ a day 
in 2008, and that although the developing world as a whole has made significant progress in reducing 
extreme poverty, many of the people who moved above the extreme poverty threshold are still poor by the 
standards of middle- and high-income countries. In addition, the combined effects of the food, fuel, 
financial and economic shocks have had major setbacks on poverty, inequality and vulnerability. Two 
hundred million people may have been pushed back into poverty as a result of the global financial and 
economic crisis2. According to the ILO's 2012 report on global employment, the world faces the “urgent 
challenge” of creating 600 million productive jobs over the next decade in order to generate sustainable 
growth and maintain social cohesion. This would still leave 900 million workers living with their families 
below the US$2 a day poverty line, largely in developing countries. 
 
The need to take the inclusive and distributional aspects of growth into account is at the heart of the 
Communication 'Increasing the impact of EU Development Policy: an Agenda for Change' (2011)3, which 
sets out the European Commission's vision and proposals for future direction of EU development policy.  
 
The Agenda for Change calls for a more comprehensive approach to growth for human development, 
supporting, for example, increased access to quality health and education services, improved access to 
energy, promotion of decent work and enhanced social protection in support of growth that is sustainable 
and inclusive, characterised by 'people's ability to participate in and benefit from wealth and job creation.' 
It stresses that growth patterns are as important as growth rates and that inclusive, sustainable and 
sustained growth is crucial to long-term poverty reduction. It also takes the view that economic growth 
and social development are not distinct areas, but mutually supportive and interacting elements of the 
development paradigm.  
 

                                                 
1 Perspectives on Global Development 2012: Social Cohesion in a Shifting World, OECD, November 2011. 
2 ILO estimates. 

3 COM(2011) 637 final of 13.10.2011 
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Social protection is a central element of the EU approach. It is a key redistribution mechanism that helps 
reduce vulnerability, inequality and poverty and promotes inclusion and social cohesion. At the same 
time, social protection can be considered as a productive factor contributing to economic growth through 
a number of pathways. 
 
Social protection increases access to public services and investment in human capital, particularly health 
and education, helping to raise productivity and supporting the participation of the poor and vulnerable in 
labour markets. It enables people to protect themselves and their assets against external shocks, allowing 
them to defend their long-term income-generating potential and make further investments. At a macro-
economic level, social protection promotes income stability and stimulates demand for local goods and 
services. It can also act as a stabilizer in times of crisis.  Finally and importantly, social protection helps 
strengthen the contract between citizens and the state and promotes social equity, inclusion and greater 
accountability. By contributing to State-building and social solidarity, it can provide a foundation for the 
political and social stability that is necessary for economic growth. 
 
There is no doubt that the highly developed social protection systems of the EU Member States have been 
instrumental in enhancing productivity and reducing social inequities in Europe. Moreover, during the 
first phase of the global economic crisis, social protection expenditure played the role of economic 
stabiliser and helped to maintain aggregate demand. However, the effects of the on-going crisis are 
putting severe strains on European economies and their capacities to finance the same level of social 
protection. In this context there is an acute need to ensure that European social protection systems are 
efficient, well targeted and effective.  
 
Social protection systems face growing challenges. Issues such as globalisation and the growing 
informality of labour markets, widening social inequalities and inequities in access to social services, 
demographic change and the need to support ageing populations in some parts of the world and to provide 
decent employment opportunities for large youthful populations in others, have all been brought into 
relief by the recent crisis. Against this background, well designed social protection systems are more 
important now than ever.  
 
The European Commission fully supports the WB's new strategic direction to help partner countries move 
from fragmented approaches to more integrated social protection systems and to make these systems more 
responsive, productive and inclusive of excluded groups, such as informal workers, the very poor, persons 
with disabilities and women.  It is also particularly sensitive to the issue of affordability and financial 
sustainability of social protection systems and the need to be realistic and responsible when advocating 
for the extension of social protection. 
 
The EU is willing to add its voice to the renewed commitment of the international community to 
promoting social protection, particularly the recent calls in the context of the United Nations and the G20 
for developing nationally-defined social protection floors. By the end of the year, the European 
Commission will adopt a new Communication on Social Protection in EU Development Cooperation 
which will provide a comprehensive policy position, necessary to enhance the effectiveness EU actions, 
to facilitate donor coordination and to enhance policy coherence for development. 
 
A key premise of the European approach is that social protection can support inclusive growth inter alia 
by enabling people to preserve their incomes, accumulate assets and participate in the economy. But 
social protection alone cannot create economic opportunities for the poor. The enabling conditions that 
social protection provides need to be accompanied by the development of a dynamic private sector, which 
creates jobs and economic opportunities that allow poor people to earn sustainable livelihoods from their 
participation in the economy. This is why the Agenda for Change also focuses on the importance of 
working for and with the private sector for achieving the objective of inclusive and sustainable growth. 
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The private sector is the main engine of economic growth, and, more importantly, of jobs created as 
growth materialises. Employment opportunities, including those in microenterprises and in the informal 
sector, offer households the means to escape poverty – the more so if they are decent and secure. In the 
Agenda for Change, we recognise the important link between growth and job creation, and the prospects 
for making growth inclusive if it generates jobs that reduce poverty and inequality. It is therefore that we 
also await with great interest the World Bank's 2013 WDR, which looks at jobs as connector between 
improvements in living standards, productivity gains and social cohesion. 
 
The private sector can be driving force in making growth inclusive not only by generating productive and 
decent job opportunities but also by investing in innovation and business models that are targeted at the 
needs of the poor. There is a major role for the private sector in providing poor people with access to 
clean water and sanitation, energy, financial services, communication technologies, housing, medicines 
and many other inclusive innovations that can help improve poor people’s lives not only by serving them 
as consumers, but more importantly by providing them with the factors they need to develop their own 
productive activities. The EU stands ready to support such pro-poor innovations and inclusive business 
models through support to pilot projects and mobilisation of investment funding through our blending 
mechanisms, besides continuing its support to the creation of an enabling environment for private sector 
development. 
 
Another element that often prevents poor people from participating in the economy and from realising 
their productive potential is uncertainty and insecurity. While, social protection measures help people to 
protect themselves and their assets against shocks, the best insurance in the long term against uncertainty 
and volatility on markets is a growth strategy that ensures growth to be sustained over long periods of 
time, thus increasing incentives for, and returns from investment. 
 
In conclusion, both social protection and private sector development are central elements of the new EU 
development vision laid out in the Agenda for Change. Besides, these two areas offer promising avenues 
for enhanced strategic cooperation with key development partners such as the World Bank Group in ways 
that both can be mutually reinforcing for achieving inclusive, sustainable and sustained growth in our 
partner countries. 
 
 


