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Abstract:

Inclusive growth is a much talked about concept, raising many arguments in favour but also
guestions. There remains a concerning amount of ambiguity regarding its definition,
measurement and policy application. Hence, the research question considered is. What
adjustments to the growth process is necessary to ensure inclusive development? The paper
aimsto bring clarity to the concept of inclusive growth and examines the challenges and policy
priorities for inclusive growth in the African context. By means of a literature review and
theoretical analysis the essential components of inclusive growth is identified. Given the
promise it holds to help overcome the pressing obstacles of poverty, unemployment and
inequality in a broad-based manner, it is seen as a way to start disentangling the economic
distribution constipation experienced by especially devel oping economies. The question of how
inclusive the growth of African economies are, is becoming critical for ensuring sustainable
devel opment, given rising population growth rates. The paper makes a contribution to mapping
the way forward towards reaching this goal. Key findings are a reconceptualisation of genuine

growth and how inclusivity criteria can be used to achieveit.
JEL classification: FO2, F6, F43, F63
1. Introduction

As the world entered the 2tentury there has been a growing demand for ecioriapiusive-
ness, especially with regards to growth. A focusmmtusive growth (IG) has become fairly
widespread among analysts and policy-makers. Yehmesearch still needs to be done to
gain clarity on the meaning and measuring of 1@, e implementation of IG-strategies and
adjustments in economies. African countries areceored about the lack of inclusiveness,
especially given high growth rates during the past decades. Creation of job opportunities
and the reduction of poverty and inequality haveamsued fast enough. According to Ncube
(2015:172), African economic growth has not beetusive, thus threatening its sustainability,
especially because its growth can largely be empthby a strong commodity price trend.

The growing concern is that economic growth in ahidself is not sufficient to bring about a
wider and more equal spread of benefits to allasecnd social groups. Growth can easily
bypass the poor, low-skilled and other marginaligezlips. Ali and Son (2007:1) stress that



high and increasing levels of income inequality dawer growth’s impact on poverty
reduction, resulting in negative implications falipcal stability and social cohesion, which
is needed for sustainable growth. Even in advamoethomies, growth accompanied rising
income inequality over the last 30 years, spurtirggdebates on development, poverty and the
inclusiveness of growth (OECD, 2014:7). Rising upyment has further underlined the
need for an improved understanding of the polieyrffieworks needed to enhance labour
market outcomes across various social groups. Woarah the youth are particularly
vulnerable due to their weak attachment to thedalbarce. Additionally, demand for access

to services are pressuring national budgets. AdldBk for more inclusive models of growth.

Africa’s accelerated growth is laudable (on averamyer 5% since 2000), but its limits are
quite varied. Africa’s high population growth ratestricts growth’s ability to generate rapid
development. The unequal distribution of the besedf growth has limited its impact on
poverty reduction and job creation (Ncube, 2015)13dbless growth, for instance, is a stark
reality that Africa urgently needs to address. Astrd0 million Africans are unemployed while
the poverty rate remains above 40% (AEO, 2016:36&)wth has to become more inclusive
to bring about the needed structural transformationAfrican economies and improve the
well-being of even the non-income components ofietpcsuch as health and education.
Growth cannot continue to exclude disadvantagedggaon society, stressing that the nature
of growth needs to adjust. Africa faces a futudslled with uncertainty as its youth (those
below 19 years of age), which is over 50% of thpytation, have very limited choices and
capabilities. Three out of four Africans live ingraconditions compared to one in five globally
(ILO, 2012). Both the short and long term implicas of this necessitates a radically inclusive
approach to stimulating growth. The question istwites that mean? The paper investigates
this question and attempt to bring clarity to toenponents and policy applications of inclusive

growth in the African context.

2. African context and the growth debate

African economic growth has slowed down signifiteamd 2.2% in 2016, compared to 3.4%
in 2015. The main reason for that was the pooroperince of Africa’s leading economies,
Nigeria and South Africa, which account for 29.38@1 d9.1% of the share, respectively, in
Africa’s gross domestic product (GDP) (AfDB, 201Z)3Nigeria (GDP of -1.5% in 2016)

experienced a recession, worsened by the fall liprates and policy uncertainties. South



Africa (GDP of 0.3% in 2016) still recovered slowhpm an electricity deficit and persistent
droughts, while the 2017 economic downgrade toisubstment status were looming in 2016.
Other factors for Africa’s low growth include: asldown in commodity export earnings due
to falling prices; simmering effects from the Ar&pring; slowing growth in emerging

economies, especially China, which is Africa’s esgtrading partner; a dampening of the
global economic recovery; and pockets of bad weadined droughts in numerous African
countries. While Africa’s economic diversificatiamproved, its resilience against external
shocks remain porous and domestic demand, a maier dif growth, lacks sustainability,

given the struggling improvement in human developm@fDB, 2017:54). As Figure 1

indicates, Africa’s human development remains betbe world average. Foreign direct

investment (FDI) also remain volatile due to Afnadomestic risks and global uncertainties.

Figure 1: African regions. Human development levels (1990-2015)
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Source: United Nations Development Programme (UNDP), 2016:26

As far as the main drivers of Africa’s economic gt is concerned (see Figure 2), private
consumption has on average (from 2000-2016) beerbdist performer, followed by gross
fixed investment and government consumption. Thestyperformers are external trade and
inventories. Population growth contributed to irased domestic demand, outperforming
natural resources and primary commodities as amgagavth driver. It also contributes to a
rise in entrepreneurship, which is expected to l@adore investment in industrialisation
(AfDB, 2017:29). Progress in institutional and riegary reforms supports growth in this area,

thus improving the governance and business envieotnPublic infrastructure investment



complements this in stimulating government consumnfg contribution to growth. A concern

is the below-average levels (over the 17 periodlwiost all the growth drivers since 2010.

Figure 2: Driversof growth in Africa (2000-2016)
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Another concern is the question of how inclusivesthngrowth drivers are in terms of building
a more inclusive economy in Africa. This will becerclearer when we consider the meaning
and components of inclusive growth and whetherethdrsvers contribute significantly to
reducing economic inequality. Africa’s inequaligtio, as indicated by the Gini coefficient, is
0.43 (compared to 0.39 for other developing coasjri(Bhoratet al., 2016). By global
comparison, Africa has the largest differencesigtribution of benefits of human progress.
The overall loss in human development from ineduati Africa is 32%, which is much higher
than the global average of 22% (AfDB, 2017:111).

Stiglitz (2013:86) underlines the threat of inedyadnd the lack of economic inclusivity to a
society by stating that, “of all the costs imposedour society by the top 1 percent, perhaps
the greatest is this: the erosion of our sensedeftity in which fair play, equality of
opportunity, and a sense of community are so inapbst Especially in the African context,
the counter-productiveness of increasing inequalithin and between economies does not

only have a negative economic impact but is algyaténg the moral fiber of society.



As far as the debate about economic growth is coedeone perhaps need to clarify first what
is meant by the term ‘growth’. Daly (1987:323) def it as “a quantitative increase in the
scale of the physical dimensions of the econoney; the rate of flow of matter and energy
through the economy (from the environment as rawerra and back to the environment as
waste), and the stock of human bodies and artifadisis can be differentiated from

‘development’ in that the latter refers to the ga#ive improvement in the structure, design
and composition of physical stocks and flows, r@sglfrom an increase in knowledge, both
of technique and of purpose. In sum, growth is gtative increase in physical dimensions,
while development is qualitative improvement in fpitysical characteristics. This makes it

possible for an economy to grow without developagl vice versa.

One debate centres on the limits of growth andiatiethat growth does not guarantee develop-
ment in the economy. Growth is limited in both bisphysical capacity and its ethicosocial
capacity. The former comprise of three interrelateaditions — finitude, entropy, and complex
ecological interdependence (Daly, 1987). It undesithat the economy is dependent on a
finite ecosystem, which is both the supplier of naaterials and the absorber of its entropy
wastes. Interference in the ecosystem throughaksdgdepletion and pollution) directly affects
the capacity of the economy, especially its groedipacity (products, services, sustained
consumption). The latter, ethicosocial limits, refto (1) the financing of growth being limited
by the cost it imposes on future generations;H{@)degree to which the self-cancelling effects
on welfare can limit growth (e.g. higher dependemgrants); (3) the social impact of growth,
such as rising inequality (e.g. supercapitalismeliing the rich and the poor being ever more

excluded from mainstream economic activity), cdutdt growth.

Notably, neoclassical economics do not fully asstimese limits. As Abramowitz (1979:18)
pointed out, “Economists have relied, however, gnagtical judgment, namely, that a change
in economic welfare implies a change in total welfim the same direction, if not in the same
degree.” This practical judgment ceases to bedsuthe economy approaches either or both
limits. The gain in (and sustainability of) econamielfare could easily be more than offset by
a loss of natural ecosystem services provoked bgsskve production, or by a deterioration/
insufficiency of the redistribution channels of thkeonomy, resulting in the escalation of
economic inequality. Given current realities, eaoimgrowth means that close-to-the limits
cases become increasingly the norm. The nearerev dimits the less we can assume that

economic welfare and total welfare move in the sdirection (i.e. development). Rather we



must learn to define and explicitly account forasthources of welfare that growth inhibits and
erodes when pressing against limits. “The econoufies empty world with hungry people is
different from the economics of a full world, ewghen many do not yet have the full stomachs,
full houses, and full garages of the ‘advanced’ariy,” argues Daly (1987:324).

Lastly, another growth debate, which is especiaiglicable to the African context, involves
the issue of financial inclusion in the growth pees. The poor performance in many African
countries on access to finance is a serious condém question is: To what extent would
greater financial inclusion — which is on balanicetlie short term) a cost to banks — lead to
increased economic growth in Africa? Accordinghe endogenous growth theory, there are
mainly two channels through which finance affebtsreal economy: the efficiency with which
savings are allocated to investment; and an iner@adinancial intermediation can affect
growth if it improves the allocation of capital flikle, 2015). An improvement in the allocation
of capital should thus lead to higher growth, siitcgises the total productivity of capital.
Levine (2005) identified six channels through whictance is expected to influence growth:
allocating capital to productive uses; facilitatingding, diversification, and the management
of risk; producing information; monitoring investnite and exerting corporate control; easing
the exchange of goods and services; and mobilasntypooling savings. In the interdepen-
dency between growth and finance, the directionanisality can run both from the financial
sector to the real sector (supply-leading hypo#)esr that economic growth leads to financial

development (demand-following hypothesis) (Demde&a& Hussein, 1996).

However, in studies conducted in Sub-Saharan Afi83A), the former have mostly been
found to be the case (Agbetsiafa, 2003; Adjasi &Kpe, 2006; Enisan & Akinlo, 2007). It
could partly be explained by Africa’s underdeveldfi@ancial systems, but overall results in
support of finance-led growth have mostly beendephe debate on the direction of causation
remains a controversial issue, especially in Afrlmacause of examples being so few where
financial development has led to economic growtbwelver, this does not diminish the fact
that, in principle, a strong correlation exist beén the exogenous components of financial
development and long-run economic growth. And inhboontexts, intrinsic to inclusive
growth is increased financial inclusion (i.e. bargkthe unbanked).



3. What isinclusive growth?

Economic growth in the context of it being inclusivmplies that the emphasis is on utilising
every productive component optimally in the produttprocess by way of inclusion, not

exclusion/filtering. Hence, also referred to asamig growth, all participants’ unique and

significant function in the production processakied and equitably rewarded. A blossoming
tree is an accurate analogy of this because it doésuse exclusion to grow, but rather
expansion. Organic growth is multi-directional thigh all cells contribute, and not just one-
directional profit-seeking. Growth and replenishitngrefore goes together in this broader

concept of growth, thus ensuring sustainability exponential growth potential.

As Vasudev (2013:1) underlines: “big business isatmut profit but expansion; expansion is
inclusion. Inclusive economics is a way of empowamnimof the whole of humanity to

participate in a robust and all-inclusive economiocess (including quality education and
health care).” This opens the way for a faster inspoor people’s well-being than non-poor
people. It also minimises the possibility of immisang growth (negative growth) where

growth occurs while a country’s terms of trade waakBhagwati, 1958:202). Expansion-
growth increases the probability that export eagsiwill increase faster than import costs due
to the diversification of the economy. While withmisering growth, economic growth does

not always lead to increased welfare, in this ¢hseisk is reduced.

Notably, one component of inclusive growth (IG) pso-poor growth in that the latter
exclusively focus on the outcomes of growth in teiwhits effect on poor people’s incomes.
This can either be in the context of relative poydr.e. when the poor’'s income improve
relative to the non-poor) and in terms of absopdeerty (i.e. when less people end up below
the poverty line). Employment is thus not the nfactor. This is, though, the case wittoad-
based growth, which another component of IG. Broad-based graaitis to involve more of
the poor and disadvantaged people in the growtbess through employment (producing
goods and services). How it will change people’dl-veing is not a central focus (Fourie,
2014:3). The third component gfared growth emphasises that the fruits of growth be shared
in a way that it eliminates poverty and thorougtdgltuce income inequality (AsgiSA, 2006:6).
Shared growth is not so focussed on the growthgssgdout rather on people’s quality of life
as they patrticipate in production. As Fourie (2@} 4ighlights, the concept of inclusive growth
— while being without a definitive description —tt&mpts to define a broader concept of
economic growth that incorporate equity and thd-eing of all sections of the population —



notably the poor, with poverty being consideretiaiin absolute terms (poverty reduction) or
relative terms (the reduction of inequality).” Imig regard, Klasen (2010:15) identified two
distinctive features for the inclusive growth pregeit must be expressly non-discriminatory;

and be expressly disadvantage-reducing.

Significantly for IG, growth must lead to genuinedaomic progress in a society. If GDP per
capita increases but inequality increases markédb/counter-productive to any community,
and unsustainable. Apart from the economic factgeauine economic progress also includes
social and environmental factors in considering aosnin a truly holistic way. This

necessitates that growth be inclusive, both in $eofrthe process and the product.

Since the Rio Summit in 1992 there has been sagifiadvancement in terms of re-evaluating
what ‘economic progress’ means. Economic growtlin@geasingly seen as onpart of
progress and not the main determinant. Inclusiesvtr is becoming more the focus. Quite a
number of new indicators have been put forward dyoaates of sustainable development,
which is argued to be more appropriate (than singwtyss domestic product (GDP)) for
evaluating the performance of economies, the glelbahomy, businesses, institutions and

communities (Pouw & McGregor, 2014).

Central to what has been proposed is the Genuiogréss Indicator (GPI), which we will
consider here for conceptual purposes (gainingtglarunderstanding genuine progress). The
GPl is viewed by its supporters as a more holatid inclusive measurement by incorporating
environmental and social factors, which is not meas by GDP. When poverty, for instance,
increase, GPI would decrease. It factors in enwiremtal footprints and social costs resulting
from business activity. A range of indicators ammbined (as plusses and minuses) in
accounting for genuine economic progress. Wherd23 fight be seen as the ‘gross profit’,
GPlis seen as the ‘net profit’ (or GPI balancesR&pending against external costs). Figure 3
below illustrates this by showing that althoughbgloGDP per capita has increased, genuine
progress and well-being has not, since global @Ptapita is on a decreasing trajectory (from
1975 to 2005). While GDP is a measure of curreconme, GPI measure the sustainability of
that income — which, as is clear from Figure )fimajor concern as the divide increases.



Figure 3: Global GDP per capita vs. global GPI per capita
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Closely related to genuine progress and a moresna ideal for progress is the concept of
sustainable development. The World Commission orirBnment and Development defined
it as meeting “the needs of the present withoutpremising the ability of future generations
to meet their own needs” (1987:8). Genuine econ@mnigress means improvement in all
forms of human well-being, resulting in truly inslue, sustainable development. Costagiza
al. (2009:12) defines this as “development that impsathe quality of human life while living

within the carrying capacity of supporting ecosyste’

Given thetwin crises converging in the Zicentury of collapsing ecosystems and community-
structures, Talberth (2008:22) points out that asenasus is emerging between scientists,
government and civil society about: “the need farapid but manageable transition to an
economic system where progress is measured by vaprents in well-being rather than by
(only the) expansion of the scale and scope of etagkonomic activity.” The inclusion of
ethical values together with more cooperative fraor&s for solving humanity’s most
pressing problems in our understanding of susténdévelopment, are becoming the “new
bottom line for progress in the 2tentury,” he argues. This relates to the Hicksiation of
sustainable income that, “we ought to define a maome as the maximum value which he
can consume during a week, and still expect tosbeell off at the end of the week as he was
at the beginning” (Hicks, 1948: 17).



Genuine progress occurs when future consumptioaatigpincrease without an increase in
long term costs (environmental and social). Suatdendevelopment requires a non-declining
level of well-being for future generations. A guidi principle is thus: “that social,

environmental and economic needs be met in balaitheeach other for sustainable outcomes
in the long term” (UNCED, 1992:41). In this regaktjwards (2005) identified seven key
objectives to be shared: stewardship; respect fmitst interdependence; economic

restructuring; fair distribution; intergeneratiomarspective; and nature as model and teacher.

These are a core part of the ‘house rules’ forraugely progressing global economy — i.e. a
global village in the ZLcentury. On balance, higher levels of consumpti@y or may not
have any relation to a higher quality of life ifistdetrimental to personal health, to others, or
to the environment. Talberth (2008) thus highlightsconcern that there is a growing disparity
between current economic globalisation (driven IBR=growth) and genuine progress. While
contemporary globalisation has accompanied prognelife expectancy, the proliferation of
technology, etc, this is to a large extent neghieds inability to address: environmental and
humanitarian disasters threatening life on thegitagross resource-distribution inequities (that
it masks); and failing to take account of decliesvell-being due to loss in community,
culture, and environment. Only genuine economigmess, driven by inclusive growth, can

circumvent this.

In discussing the environment, the concept of ‘grg@wth’ inevitably surfaces. Essentially,
green growth refers to a circular model to the eoay) instead of the current linear model.
This means that rather than continuing to ‘make,arsd dispose’ unwanted side effects in the
economy (as in the case of at least one thirdeoWtbrld’s plastic waste being neither collected
nor managed, and most of it ending up in the se&ste becomes a thing of the past (Lorek
& Spangenberg, 2013). In a circular economy a gresource is kept circulating for as long
as possible, thus benefitting the environment. Theans designing products, processes and
services to optimise the use of resources. And wihey reach the end of their lifespan, they
are either re-used, repaired or re-manufacturedriother use. One should also be able to re-
inject their composite materials elsewhere into ébenomy. This ‘circularity’ principle of
green growth should especially be built into enetggnsport and construction. This would
imply greener agriculture, preserving biodiversityd ecosystem services as different business

models are being applied.



Inclusive growth is thus a comprehensive concept@an be viewed in a multidimensional

context. From all the above, the following critefioa inclusive growth can be summarised:

Optimal productivity (real and organic)
Pro-poor growth

Broad-based growth

Shared growth

Genuine economic progress (GPI)

YV V. V V V V

Green growth (towards a circular economy)

4. Measuring inclusive growth: The case of South Africa

A key question is how to measure inclusive growkb®? African purposes, South Africa can
be taken as an example. An Inclusiveness Indekéas developed at the International Policy
Centre for Inclusive Growth (Fourie, 2014). It cains three equally-weighted components:
two outcomes-based, or benefit-sharing measusess measure of poverty and a measure of
income inequality; and one process-based measelra,measure of employment participation.

The indicators are:

» for participation: the employment-to-populationiogEPR), i.e. the absorption rate;

» for benefit sharing: the poverty headcount ratip §Hd the Gini coefficient (G).

Ramoset al. (2013) use poverty headcount ratios from the Wd@&hk's Development
Research Group’s global update (with a poverty th&S$2/day purchasing power parity),
Gini coefficients from the Standardised World IneoBatabase (SWIID) and employment-to-
population ratios (EPR) provided by the Internatidrabour Organisation (ILO). A country’s
index is calculated relative to the data of theeottieveloping countries that are analysed.
Intuitively, it represents a country’s position aeding poverty, inequality and employment
relative to the best situations within the grougadintriest The Index is constructed on a scale
ranging from O to 1 (Fourie, 2014). A higher indetue implies a worse performance in terms
of inclusiveness. Figure 4 shows the index valwesafnumber of developing countries for
1996 and 2006. Countries with a poverty rate ofertbean 65% are summarily classified as

non-inclusive and given the highest index valuespids, i.e. 1. These six countries, which

1 The Inclusiveness Index is built through a min—-maxmalisation of data on poverty, inequality alne inverse
of the EPR. The index is the simple average oflihee min—max normalisations. See Ramtad. (2013).



include Kenya and India, can be seen in the uppgat-side of the diagram. Their calculated
index values are between 0.4 and 0.65 — belowoth@outh Africa.

Figure 4: Inclusiveness I ndex for 1996 and 2006
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South Africa has an Inclusiveness Index value @uad 0.75, which is very high in a
comparative context. This signifies that South édrhas a very low degree of inclusiveness
compared to other developing countries. This istiyosie to a low labour absorption rate and
very high income inequality. In terms of this measiBouth Africa’s inclusivity has declined
since 1996: amidst high GDP growth rates, the ifgexclimbed from 0.74 in 1996 to 0.77 in
2006. In this period the only positive elementha SA index was the declining poverty ratio
— but it was overshadowed by growing inequality argeclining employment-to-population
ratio. For economic growth as such to be considénellisive, it must either lead to an
improvement in all three indicators of inclusivity; at least an improvement in one or two
indicators but with the other indicator(s) stabterrdeteriorating (Ramoet al. 2013: 35).
Thus, South African growth has not been inclusivéhis period. Looking beyond 2006, one
may note that the increase in the Gini coefficraay have been halted (20%htsSA and other
data) and that the poverty headcount ratio hasraged to decline — but that the employment-

to-population ratio has declined since 2006 (Fo@4.4). Thus South African growth still has



not become inclusive. (The SA index value mightehatabilised, or even declined slightly,

since 2006, but it probably is still at a very higkiel around 0.75).

South Africa’s low rank in terms of the Inclusivesdndex is in line with another assessment
of inclusive growth from the early 1990s to approately 2010 by Ananet al. (2013). This
study places South Africa fifth from the bottomarranking of 27 selected emerging-market
countries and 16th from the bottom among 100 emgrgiarkets. (They use a definition that

is based on changes in only two elements: pera &P and income inequalify.

4. Broader inclusive growth priorities and policy recommendations

Central to inclusive growth is stamping out inegyand constructing a responsible economy
where care is taken of each person, and where prouw@ment in the collective quality of life
is the main aim of development. It is markedly eliéint than a market- and growth-centered
economy where growth and production are basich#yoinly providers of progress in welfare.
Income might increase, but quality of life ofterifets because of serious flaws to the market
and growth (e.g. maldistribution, pollution, workexploitation, societal degradation/
disconnection, excessive competition, etc). Inugrse an inclusive development framework,
the three dimensions/types of individual and cdolNec well-being — material, cognitive/
subjective and relational — are holistically taketo consideration in a value-driven economy,
geared towards reducing the trade-offs betweenlifferent types of well-being in people’s
economic decision-making. Synergies (between dbliecand individual well-being) and

empowerment (better decisions and for better quafitife) are rather the goals.

Then, collectively in society, as Ray and Liew (2(B86) point out, empowerment occurs as
“social interactions enable individuals to adapd amprove faster than biological evolution
based on genetic inheritance alone.” This emphasiseuristic understanding of economic
decision-making that are guided by multiple (caatii rules, laws and values simultaneously,
which distinguish itself from the simplistic utiifunction in welfare economics where only
one rule applies: efficiency. Inclusive developmiakies better cognizance of complex human
well-being decisions to see the tangible improvemanwell-being. With well-being the

primary objective of economic policy (and growthrgeinclusive), it moves the economy in

2 Anandet al. (2013) propose a measure that combines only owdodicators, i.e. the growth in per capita GDP
and the change in income inequality. It is narrothan the proposal by Rametsal. (2013). Moreover, it is in
line with the weaker, absolute definition of progpgrowth rather than the relative definition.



the direction of genuine progress. Emphasising muwell-being is therefore integral to the
transformation towards a sustainable, equitablei@idsive African economy. Even in terms
of measurement, GDP per capita is not seen asdigdizator of well-being, particularly in
unequal societies (Verstappen, 2011:7). Stiglitalet(2009:16) has major concerns about
relying on it as a guide to global development sieass. It is too narrow for assessing quality

of life given the wide spectrum of factors conttibg to well-being.

In this regard, Verstappen (2011:6) also identifaasily relationships, work, friends, health,
personal freedom, and spiritual expression assabmtial ingredients of well-being. Stiglitz et
al. (2009:14) underscores this multi-dimensionaarstanding of well-being, and adds to this
list: education; political voice and governanceguang survival-insecurity. For collective
well-being, economic growth alone is insufficieethuse unless distribution and sustainability
are at least equally efficient, growth is not vald sustainably improve well-being. It is
particularly the social conception of well-being@tinclusive development factors in — whether

in the market or/and policy objectives. It coinadeth a rise in what is called as ‘ethonomics’.

This is an economics of sharing, connecting, collating, openness and ethics that also value
non-market goods, normally devalued by an increggimarket-dependent global citizenry
(Verstappen, 2011:7). Ethonomics proposes a rasatrah of what assets we exchange, why
and how we do so, and how to properly value theémitaws attention to elements of society
that are not ruled by the market-mechanism, thatatdollow the logic of accumulation and
competition, which are not based on the pursuisedf-interest. It attempts to identify that
which is rendered invisible by market ideology, kdtich is also part of the common good.
This, as part of well-being, requires an enhancetbrstanding of development as it lies in the
interplay of individuality and sociality, of indidual initiative and social integration, of
individual autonomy and social cohesion. If the coon good is to be identified in economics
then a new appreciation of human relationships engaower relationships (e.g. employer-
employee, levels of governance, etc.) — is esdeatiaclusive development, together with the
moral dimensions of decision-making to ensure #es of well-being are holistically met. In
this way, human well-being becomes a unifying aenti@l goal of economic performance and
social progress, which is different than (selectimequal) material welfare only. Inclusive
development thus comprise of both: more inclusjviiyt also of greater differentiation as it

values a broader spectrum of diversity relatedutmdns as economic role players.



Growth will not be inclusive unless we make it ugive. While there appears to be broad
agreement on the policies that are important fomgn and reducing poverty, less is known
about what may foster inclusive growth (Anaadl. 2013:13). Ramost al. (2013: 36-7) show
that in most cases countries’ Inclusiveness Ind&kopmances cannot be explained by their
GDP growth. The absence of a link between econgmuwe/th and inclusiveness is evidence
that normal growth alone cannot reduce povertyiaaduality and increase employment. In
addition to the absence of trickle-down effectesetduce poverty, it probably means that current
economic growth is not accompanied by the generati@dequate employment.

Here one encounters the problem that current grpatterns typically are not employment
intensive (Fourie, 2014). The employment coeffitienSouth Africa is approximately 0.5.
This means that employment expands at only halfateeof GDP growth. As a consequence,
the absorption of labour will continually decreaséative to output, implying that overall
employment intensity keeps declining. This makegeity difficult to increase employment

significantly on the basis of growth in the com@;mal economy.

Part of the answer must lie in finding ways to dedhose that are excluded from formal sector
employment to find (or remain in) sustainable, pamployment or self-employment in the
informal sector and grow their income from suchkvdirby definition inclusive growth means
and requires, that poor and marginalised peoplicpaate in the growing economic activity
and simultaneously benefit from it, inclusivityasoncept and as an economic policy strategy

will have to include and integrate the informal anavivalist segments of the economy.

If economic policy could develop untapped economi employment potential in the

informal sector, together with efforts to stimulaite demand for unskilled and semi-skilled
labour in the formal sector, such inclusivity copldduce an economic growth trajectory that
would increase the scope and value of economigigctind incomes also in the informal

economy (and the survivalist segment) (Fourie, 20Iftome-generating activities in the

informal sector would become an integral part obvwgng economic activity. Poor and

marginalised people would contribute to growth thea than just receiving benefits from

formal sector growth in the form of social spendomgyrants.

Pursuing and attaining such inclusive growth watl&rly require much more than ‘priming
the pump’ and/or increasing social spending. It Maequire an explicit inclusive policy
strategy to increase productive activity, employtmeslf-employment and earnings in both

informal and formal segments of the economy, toettgy durable backward and forward



linkages between these segments and facilitateaigable transitions into employment
(Fourie, 2014). It requires a deep look, by privatel public sectors alike, at the nature of
production and employment processes — notably tstralcand policy-induced factors that
marginalise and exclude disadvantaged people frarticgpating in employment and work —
as well as the earnings of workers, the inequafiipcome, the effectiveness of social benefits
received and so forth. Appropriate legal and reigmjaframeworks to support these changes,
which could include elements of formalisation thed carefully selected to be enabling, would

also be necessary — at all levels of government.

Lastly, in moving to greener and more inclusivevgig taxation should also be re-thought by
governments in that it should be moved from laloupollution and resources. This would
help stop subsidisation of activities that are idegntal to the environment, and encourage
industry to follow a longer-term view and investi@ss resource-intensive technologies. With
resources becoming finite as consumption increadeesource replacement is slow, Africa’s
economies will have to adopt the circular economycept to reach full potential. It needs to
become a natural way of thinking to policy-makéhms,private sector, investors and consumers.

This is the way forward for sustainable growth deglelopment, which is inclusive by nature.

5. Conclusion

Economic growth, both in terms of its conceptuatienstanding and its output, involves
significant debate. Economic development has be@mexessary requirement for growth to
be sustainable, especially given increasing gloteduality (between and within countries).
While the importance of growth and productivitynist questioned, the process, output and
economic impact of growth is under the microscopemfocussing on inclusive growth (1G).
Also, although there might seem to be some oveilgppG is not another form of economic
development, since it specifically attempts to addrthese three components of growth. The
paper considered various dimensions of inclusiwavtr, which is still an evolving concept.
Adjustments to the growth process, and seekingoblow a more inclusive approach to
stimulating growth, has been highlighted. In telwhshe nature of I1G, six criteria have been
identified, which include: optimal productivity (molving organic output); pro-poor growth;
broad-based growth; shared growth; genuine econprogress; and green growth (moving
towards a circular economy and slowly replacing ¢herent linear economy with its high

wastage level). Two distinctive features for thauisive growth process have also been pointed



out: it must be expressly non-discriminatory; aedelxpressly disadvantage-reducing. While
measuring 1G remains a subject for still much regeahe Genuine Progress Indicator (GPI)
and the Inclusiveness Index appears to be promsartjing points going forward. Objective
measuring IG is of course critically important irder to determine progression/regression,
which will then inform policy on what changes tmgth processes, outputs and economic
impacts are necessary. As much as the private rsshtmuld explore adjustments in the
production process towards creating a more inalysieircular economy, government
regulation and policy needs to have the will-poteesteer much-needed changes. In Africa,
especially, this is critical, since greater emphasi inclusive growth presents a promising
opportunity to address economic exclusion througgmployment, poverty and lack of market
access. The newly introduced Sustainable Develop@eals (SDGs) provide good initiative
in this direction, but a broader approach at padiogt production levels are critical in the public
and private sectors. Even consumption patterndalaoljust to inclusive growth requirements.
All this necessitates strategic governance at f@jvaational, regional and global levels.
Inclusive growth and inclusive development, in tamg should form the backbone of such
relational governance. Without the human elemenitust among different stakeholders, this
would not become a reality and we would stare aeggfature in the face. But for Africa to

move towards inclusive growth, this is a hugelyatageous opportunity.
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