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Children and economic growth

Policy brief 
 
Sustained economic growth is a policy priority for low-income 
countries. But without a more nuanced discussion about the 
relationship between economic growth and poverty reduction, 
children will not gain fully from the potential benefits of growth. 
Too often growth and social policies are pursued as separate 
strategies. Instead, what are needed are overall development 
strategies which recognise the goals for growth, equity and poverty 
reduction. And issues such as inequality, exclusion and 
redistribution need to be put on the growth agenda. 

 
What is growth good at? 
Economic growth is a powerful tool for reducing poverty in developing countries. 
Experience shows that that “poverty eradication has been most pronounced in the 
regions where growth has been the largest.”1   
 
According to the World Bank, economic growth is responsible for between 40% and 
80% of the poverty alleviation that has occurred worldwide since 1980.2 The UK 
Department for International Development (DFID) describes growth as the “the surest 
route to reducing poverty”.3 And several studies conclude that there is a strong 
correlation between growth and poverty reduction.4    
 
Why growth alone will not improve children’s wellbeing 
Sustained economic growth should, of course, be a policy priority for low-income 
countries. But the current political orthodoxy around economic growth has neglected 
several key issues. Without a more nuanced discussion about the relationship 
between economic growth and poverty reduction, children will not benefit fully from 
the potential benefits of growth.  
 
 



A. Distribution matters 
Whether and how many people are taken out of poverty by growth depends on how 
equally the benefits are shared. This is strongly influenced by the existing equality of 
wealth distribution in a country. 
 
The issue of inequality has been lost in the growth debate. DFID’s 2009 White 
Paper5 does not address it at all. But inequality is central to growth, and must be 
addressed as part of any comprehensive growth strategy. Most evidence shows that 
high inequality impedes growth in poor countries by lowering investment in human 
and physical capital and generating crime and social unrest.6 
 
The policies used to achieve growth also have implications for the rate at which 
growth reduces poverty. Labour-intensive growth in sectors of the economy where 
poor people are mostly engaged – usually agriculture, small enterprises and in some 
cases industry – have a greater impact on poverty than growth in sectors such as the 
extractive industries or financial services.  
 
B. Averaged statistics can obscure the reality  
When growth is measured in terms of the average increase in income per capita, we 
often miss the fact that large parts of the population – those from a certain 
geographic area, or socio-economic group, for example – may not be sharing in its 
benefits. India’s rapid growth, for instance, has not significantly benefited the poorest 
40% of rural households.7  
 
Aggregate poverty statistics can also hide significant movements of different groups 
into and out of poverty over time. Data from China, Ethiopia, Pakistan and South 
Africa suggests that, rather than incomes gradually rising with growth, most poor 
households experience movements into and out of poverty over time.8   
 
C. Higher incomes do not always mean a better quality of life 
There is a risk that an over-emphasis on growth will distort public policy objectives, 
and divert attention from what growth is for. It is now generally accepted that poverty 
is about more than material possessions and income is just one instrument with 
which to achieve human freedoms, rather than an end in itself.   
 
Higher incomes do not directly equate to better quality of life. Analysis by Save the 
Children and the Institute of Development Studies shows that while changes in 
income matter for poverty goals, other factors are equally or more important, 
especially in poorer countries.9 
 
This is demonstrated by the fact that under-five mortality rates vary for countries with 
similar per capita incomes: a relatively low rate can be achieved with low income, 
and further GDP per capita increases do not result in further improvements.10 There 



is no visible pattern between GDP growth per capita and reduction of under-five 
mortality rates, which declined in countries with high, low or even negative growth.11 
 

D. Less growth may be ‘more’ 
It is often assumed that growth is “good” and therefore that more growth must be 
even better. But the evidence does not support this. In fact, the countries with rates 
of moderate economic growth achieved the best child mortality and undernutrition 
results, while those with low growth rates fared poorly and those with very high 
growth rates did not fare exceptionally well.12   
 
There is also a direct trade-off between income growth and children’s wellbeing in the 
short to medium term, most clearly because sending children to school instead of 
making them work has immediate costs for income but enhances long-term growth. 
 
Increasingly, environmental limits are also forcing a rethink about the relationship 
between growth and poverty reduction. Climate change has been cited as the biggest 
global health threat to children in the 21st century,13 with an estimated 175 million 
children at risk of death each year as a result of climate-related disasters.14  
 
Pro-poor, pro-child growth 
Too often growth and social policies are pursued as discrete strategies. The 
assumption is that pro-growth policies plus social policies equal pro-poor growth. But 
decades of research have taught us that what is needed is not just “growth plus 
social policy”, but overall development strategies which explicitly recognise goals for 
growth, equity and poverty reduction, as well as key social indicators.15   
 
The agencies leading the current policy agenda around economic growth seem to 
have forgotten the basic lessons about the “value of viewing growth through a pro-
poor lens.”16  What is needed is growth that is explicitly geared to poverty reduction, 
with a distributive bias in favour of the poor. 
 
We need more discussion of the specific elements of pro-poor growth strategies, 
including macroeconomic stability, fiscal redistribution (including progressive 
taxation, rural infrastructure, essential services and social protection), asset 
redistribution (including land) and institutional reform. 
 
Redistribution is not mentioned anywhere in DFID’s 2009 White Paper. Its role is 
often downplayed, because of the fear that it would damage incentives and deter 
investment and risk taking.17 But redistribution needn’t generate large inefficiencies 
since very small changes in income distribution can have substantial impacts on the 
incomes of the poor.18   
 
Redistribution at a global level should also be put onto the agenda. Only a small 
proportion of global economic output benefits the world’s poor. Between 1981 and 
2001, world GDP increased by £11,504 billion, but only £171 billion (1.5% of the 



total) went to people living below the 60p a day poverty line. This suggests that even 
a very modest redistribution of global wealth would assist in reducing world poverty. 
 
What we’re calling for 
All governments should put in place comprehensive “development strategies” 
including plans for macroeconomic stability, fiscal redistribution, asset redistribution 
and the redistribution of political power through institutional reform. 
 
Donor governments should: 
• promote “development strategies” rather than “growth strategies”, with 

recognition of the goals for growth, equity and poverty reduction  
• employ other measures of well-being alongside economic growth such as, for 

example, Save the Children’s Child Development Index19 
• address inequality and inequity (including discrimination and exclusion) 

and recognise the importance of redistribution, including global redistribution 
• better integrate thinking on low-carbon development and economic growth 
• take a whole-of-government approach by, for example, putting economic 

justice principles at the heart of trade policy. 
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