
 

 
Equitable growth, employment and poverty eradication  
 
Improving the environmental and developmental impact of growth is rightly a growing concern among policy makers. 
There is an emerging consensus that not all growth is equal. This is unsurprising when the abstract concept of growth 
is unpicked. Growth is an increase in a diverse range of consumption or production activities. These might contribute 
to progress, development or increased well-being and can have little, no or positive environmental impacts. For 
example increasing consumption of those whose basic needs are not met would be considered progress by most. On 
the other hand, increasing the short-haul leisure air travel would only be considered progress by a few
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Jobs are clearly key to improving the quality of growth. For poor men and women labour is their main asset to 
participate in and benefit from economic activity. Attention to jobs would therefore help to ensure more equitable 
growth as well as poverty reduction and reduced inequality.  
 
Providing an adequate number of jobs to meet the employment gap particularly among the growing youthful 
populations of Africa and Asia is a significant challenge and one that will require a real shift in economic development 
strategies to give greater focus to supporting small businesses.  
 
We know that focusing on sectors where poor people are economically active gives greater returns in terms of poverty 
reduction impact. The majority of poor men and particularly women are employed in small businesses – often informal, 
rural and micro. According to data from a sample of developing countries these kinds of firms make up to 90% of jobs 
in those economies. Small firms also play a key role as safety nets during times of crisis and in managing structural 
transformation of economies (including the transition to a green economy).  
 
Their key role is recognised in industrialised economies, where SMEs receive significant public financial and policy 
support, but this has been neglected in developing countries in favour of attracting external capital and global firms. 
This is despite the fact that small businesses have a key, complementary role in improving the development impact of 
Foreign Direct Investment
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Part of the reason for this neglect is concern over the informal nature of many of these firms. Many small business 
support schemes either focus on removing barriers to formalisation or insist on business registration to benefit from 
their help. This is a misunderstanding of why many firms are informal – not to avoid taxes or because of barriers to 
registration, but because owners feel that they are simply not profitable or stable enough and therefore prefer the 
flexibility that informality provides. In this respect, informality is part of a livelihood strategy, and rather than exclusively 
focusing on its eradication, it is worth considering the usefulness of supporting profitability and improving conditions in 
this part of the economy.  
 
Generating opportunities by creating jobs is not enough by itself to reduce poverty. Poor men and women also need to 
be in a position to take advantage of these opportunities and to get a fair return from their activities. CAFOD‟s initial 
thinking is that these needs points towards two of three potential overarching goals for a post-2015 framework
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need to provide the basic conditions for human flourishing and the need to establish more equitable economic 
structures. 
 
How can a global framework help get us there? 
 
Providing a target to increase jobs and promote equitable economies would be a valuable contribution of a new global 
framework.  
 
This would help to keep governments, donors and other development actors focused on the importance of supporting 
viable livelihoods of poor men and women. The MDGs are widely acknowledged as having galvanised development 
efforts and sustained engagement over an extended period in this manner.  
 
To truly achieve equitable economies will require actions by all countries – low, middle and high income – for example 
in areas such as cooperation to combat unfair global tax structures which benefit global firms, whilst squeezing local 
small businesses and spending for public services. Such commitments should form part of the new framework.  
Having goals and targets also ensure that we can monitor progress. Monitoring progress on impacts will ensure that 
measures can be tested against the evidence of their effects and can reveal when additional or different actions are 
needed.  Monitoring actions will allow governments to be held to account for their delivery on their respective 
commitments.  
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Emerging ideas – what might equitable economic strategies involve? 
 
It is generally assumed that the reforms that benefit larger firms will also benefit the smallest  
ones. In fact, the general orthodoxy is that they will gain more from „investment climate‟ reforms as they suffer 
disproportionately from poor infrastructure, inappropriate regulation and bad governance. While it is difficult to argue 
against common advice to simplify procedures or improve ports, there is little evidence that a sweeping approach to 
reforms has worked well for poor, small-scale producers and businesses. In fact, their needs are very specific and 
there are real policy choices and spending trade-offs to be made, depending on whether their needs are prioritised or 
not. 
 
To begin to understand an economic development framework based on the needs of poor, small entrepreneurs 
CAFOD carried out a bottom-up analysis, which indicated the following areas deserving increased attention
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 Prioritise risk and vulnerability  

For poor small-scale entrepreneurs risk and vulnerability are long-standing, overriding concerns. Household strategies 
to cope with temporary set-backs can have long-term consequences for the businesses that they run, for example, 
increasing borrowing or cutting back on health and food expenditure. Poor entrepreneurs diversify economic activities 
so that one might peak while another is dipping. Running several businesses to keep a stable income, while 
performing many or all of the business functions, puts these entrepreneurs at a severe disadvantage. Examples of 
policy measures to address this include social protection and tackling problems creating instability in international 
markets.  

 A focus on local markets in infrastructure spending and securing demand for local entrepreneurs for 
example through public procurement or strategies aimed at increasing local impacts of inward investors.  

 
The lack of attention to demand and to local markets in economic development strategies has been notable in recent 
decades. However, the success of cash transfer schemes is provoking renewed interest in these issues because of 
their ability to stimulate the local economy and their significant multiplier effects. 
 
Boosting local markets is of particular help to poor enterprises, as they provide goods and services that are locally 
appropriate and infrastructure becomes less of a barrier. While coaching some enterprises to be able to produce at a 
standard to satisfy international standards and demand can be useful, providing opportunities in local markets can 
bring benefits across the board. Failing to develop local markets can have the opposite effect, stifling innovation and 
enterprise development before they have got off the ground, because of neighbourhood effects. 
 

 Increasing the power of small businesses in supply chains and their voice in policy making.  
 
Successful livelihoods projects address power relations and social exclusion, not just economic deprivation. Social 
norms and customs affect the success especially of women entrepreneurs. Poor businesses operate from a position 
of weakness that directly impacts on their viability. For example, farmers are forced to sell to middlemen on 
unfavourable terms, even with information to challenge prices, because of the need for an immediate sale and weak 
bargaining position.  
 
Neglecting these aspects can limit or even reverse benefits of interventions such as microfinance. Microloans have 
helped many poor women to set up small businesses and generate income for their families, when these have tackled 
not just practical and economic constraints, but also addressed lack of skills and social and political barriers that they 
face. As the growing microfinance industry has become increasingly commercialised, these broader objectives have 
been diluted or even lost, with the result that poor men and women have become exploited by a tool originally 
designed to empower them in markets.  
 

 Adopting proactive and comprehensive strategies to help small businesses.  
 
Economic, social, political and human factors all affect the viability of poor businesses.  Successful livelihoods projects 
identify viable economic activities but also organise communities, build local infrastructure, invest in human capital (as 
a development outcome in its own right and an investment in the key asset of labour). Successful projects also tend  
to start with an analysis of local assets – natural, cultural, social, human, economic, rather than helicoptering in 
unrelated activities. This is behind the success of One Village, One Product approaches to local economic 
development.  
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