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Introduction

Europe 2020 is the successor to the Lisbon development strategy launched in
2000 and aimed at making the European Union the most competitive and dynamic
economy in the world by the end of 2010. Already in the middle of the programming
period, however, a number of deficiencies of the strategy became apparent, mainly
related to its poorly structured objectives, unclear allocation of responsibilities and
tasks and lack of concrete commitment of member states to implement them. The
reviewed strategy in 2005 was aimed entirely at growth and employment in the EU
and was focused on strengthening the partnership between the EU and the member
states. The new ideas put forward, however, failed to materialize, and the economic
recession that followed shortly thereafter decreased the growth and employment
indicators and brought the union farther from the Lisbon Strategy. The conducted
analyses lead to the conclusion that the implementation of the set objectives should be
carried out and monitored not only at EU level but also at national level, and that the
objectives should be based on a stronger partnership between the EU and the member
states. The desire to correct the reported shortcomings of the Lisbon strategy and to
signpost the road to economic, environmental and social development of the Union in
the next decade is reflected in the European Commission’s proposal for a new strategy
referred to as Europe 2020. The aim of the strategy is to structure clearly and
consistently the priorities for EU development in order to define the responsibilities of
member states with regard to these priorities and to require them to take action to
achieve the same rate of achievement of the set objectives. The idea is thus to strengthen
the process of European integration and to reduce the macroeconomic imbalances
and socio-economic differentiation between the EU member states.

The Europe 2020 strategy1 comprises three summarizing priorities of the economic
and social development of the Union until 2020:

1. Smart growth based on knowledge, innovation and high levels of employment
in the economy.

2. Sustainable growth, including a competitive, green and resource efficient
economy.

3. Inclusive growth, providing economic and social cohesion among member
states.

1 ec.europa.eu/europe 2020
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The three priorities have been quantitatively specified into five overriding goals
whose attainment is planned through the implementation of seven initiatives. The
Common European Framework fixes rates which the union is expected to reach in
each of the five goals at the end of 2020. Within this framework each member state
sets its own parameters of the leading European goals, depending on its starting positions
at the launch of the strategy and the specific national circumstances.

An emphasis in the common European framework for inclusive growth is the
reduction of poverty and social exclusion in the EU. The leading goal set in the strategy
concerning poverty would be realized given the existence of a favorable combination
of a set of economic and social factors whose dimensions and extent of impact on
poverty and social exclusion are different. The purpose of this paper is through a
retrospective and regression analysis to assess the feasibility of the framework set in
the strategy concerning poverty and social exclusion and to identify problem areas,
reducing the chance of its achievement.

Parameters of the European inclusive growth

The purpose of inclusive growth which has been set as a priority within the
Europe 2020 strategy is to create conditions ensuring the socio-economic convergence
of EU member states. This means building an economy with a high level of employment,
creating opportunities for people to adapt to a changing world by investing in skills and
training, providing growing material and social prosperity of society. There are two
leading initiatives in order to reach the European inclusive growth outlined in the
framework: “An agenda for new skills and jobs” and “European platform against
poverty”2. These initiatives are expected to ensure conditions for the attainment of
the specified parameters, formulated as three main objectives of the EU concerning
the inclusive growth:

1. Attainment of up to 75% employment of the population aged between 20 and
64 by 2020.

2. Better school performance through:
 reduction of early school leavers by up to 10 percent;
 increase in university graduates (or equivalent education) in the 30 – 34 age

bracket by up to 40 percent.
3. Reducing the number of poor people or people at risk of poverty and social

exclusion by 20 million.
It is not difficult to establish that the above formulated aims of inclusive growth

in the union are in a causal relationship. According to the official definition of poverty,
adopted by the Council of Europe in Dublin3, the category of the poor comprises those
individuals, families or groups of people whose material, spiritual, social and cultural
resources are limited in a way that excludes them from the minimum acceptable way
of life of the community to which they belong. To contain the number of poor people
or people at risk of poverty and social exclusion in this context means to reduce the
2 ec.europa.eu/europe 2020
3 Council of Europe. Decision 85/8/ЕЕС of 1984, art. 1, item 2
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number of people experiencing material, spiritual, social or cultural constraints. The
material limitations are determined by employment and household income, while the
spiritual, social or cultural constraints arise also from the level of use of educational
services in the community. It can be said that the third main objective related to inclusive
growth is a consequence of the first two ones, but not only. Household income is
associated with the level of economic development, respectively the GDP produced.
They depend more on the degree of development and effectiveness of the schemes of
social protection of the population. Employment, the GDP produced, the social protection
and the educational level of the population are key factors that can lead to reduction of
the number of poor people or people at risk of poverty and social exclusion. In this
context, the question arises of which of these factors play a key role, and what aspects
should they have to achieve the desired reduction of poverty and social exclusion in
the European Union by 2020. An opportunity to answer this part of the question,
related to the key factors for the reduction of poverty and social exclusion, is provided
by the multi-factor regression analysis of the causality discussed above. The multiple
regression model specified for the purposes of this research is, as follows:

where: yi stands for poor people or people at risk of poverty and social exclusion
(percentage of total population) in country i;

x i1 – actual gross domestic product per head of the population (in euro) in country i
x i2 – percentage of the employed population aged 20-64 in country i възраст

20-64 г. в страна i;
x i3 – early school leavers (percentage of the population aged 18-24 with primary

education) in country i
x i4 – percentage of young people aged 30-34 with university degrees in country i
x i5 – social protection costs (percentage of GDP) in country i.
βi – model parameters.
The selection of the specific variables included in the model has been done on

the basis of the considerations presented above and in compliance with two necessary
conditions:

1. To be relevant as measures of the key factors impacting poverty and social
exclusion.

2. To be predominantly within the framework of the main goals of the EU related
to inclusive growth.

The dependent variable “poor people or people at risk of poverty and social
exclusion” is a combined indicator comprising three components: poverty, low intensity
of economic activity and the level of material deprivation of households. The poverty
rate is obtained in terms of the national poverty lines of EU member states, which
account for 60 % of the national median equivalised disposable income. Since the
disposable income of households is involved in determining the level of poverty, it has
not been included in the model as an independent variable due to the emerging functional
relationship between the two indicators.

iiiiiii xxxxxy   55443322110
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The values   of the parameters of the regression model for the member states of
the union, obtained on the basis of 2010 data, are shown in Table 1.

Table 1

Parameters of the multi-factor regression model

Through the obtained standardized regression coefficients the consistency
between the included independent variables in the model is ensured and on this basis
the impact on the dependent one is assessed. The comparison of the standardized
coefficients leads to the conclusion that poverty and social exclusion in the EU are
determined mainly by the gross domestic product and employment of the population.
A minor role is played by the funds allocated to households for social protection, while
school attendance and the high educational level of the population have little effect on
the reduction of poverty. Moreover, the results obtained in terms of the fourth variable
are illogical, since it is expected that the link between poverty and the percentage of
people with higher education is negative. The experimental single-factor regression
models in terms of the two variables related to education are inadequate, which is a
reason for the general conclusion that there cannot be a direct relation between the
percentage of young people with higher education, early school leavers and the reduction
of poverty in the EU. (Fig.1-4). The two variables reflecting the inclusion in the

Regression
coefficients Values of bj Standardised regression coefficients

b0 64,622
b1 -0,00018 -0,33507
b2 -0,50430 -0,35699
b3 0,06378 0,06289
b4 0,15256 0,20424
b5 -0,33284 -0,23813
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Figure 1. Level of poverty and percentage of young people with higher
education in EU member countries
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educational system are associated more with the spiritual, social and cultural constraints
that may be experienced by people beyond the reach of material poverty, while their
influence on the reduction of poverty and social exclusion is indirect and is manifested
through the employment of the population.

Figure 2. Correlogram of the relationship between the poverty level (Y)
and the percentage of young people with higher education (X2)

in the EU member countries

Figure 3. Level of poverty and percentage of early school leavers in EU
member countries
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Figure 4. Correlogram of the relationship between the poverty level (Y)
and the percentage of early school leavers (X1) in EU member countries

The conclusion made on the basis of the experimented multifactor model that
poverty and social exclusion in the EU are determined mainly by the gross domestic
product and employment of the population justifies the focus on these two indicators.
The two-factor regression model evaluated through them has the following form:

The values   of the regression coefficients allow the conclusion that on average,
for the EU only the increase in real GDP by € 10,000 per capita results in a reduction of
poverty and social exclusion by 2%, while the increase in the relative share of employment
by 1% causes a reduction in poverty and social exclusion of 0.574%. The Europe 2020
strategy sets the goal of reaching 75% employment rate of the population in the union in
2020, which is an increase by 6.4% of the share of employed population compared to
2010 which was the launch year of the strategy. The foreseen parameter for employment
of the population will be taking place at an average annual growth rate of 0.9% in the
EU. At first glance, it is quite an unrealistic rate, even without taking into account the
current unfavorable economic situation. The retrospective analysis shows that the average
annual growth rate of employment in the EU for the previous ten-year period, from 2000
to 2010 is 0.3 % while for the period from the beginning of the economic crisis ( 2008)
until 2011 the level of employment has been declining by an annual average of 0.6% .
These two facts alone render the priority objective in terms of employment in the union
difficult to achieve. However, there is a third factor which is likely to play a key role in
reaching or at least approaching the employment parameter set in the strategy, namely
the expected demographic processes in the EU. While for the period 2000-2010 the
population in the union aged 20-64 grew by an average of 0.46 percent annually,
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according to projections by 2020 it will be declining on average by 0.1% annually. In the
case of declining workforce even the unchanging number of jobs would provide an increase
in the employment rate. To reach the 75% employment rate planned in the strategy given
the declining numbers of the working population it would take an 8.4% increase of jobs by
2020. Approximately the same increase (7.9%) was realized during the preceding ten-
year period - from 2000 until 2010. Therefore, the set priority objective in terms of employment
in the union would be realized primarily and mainly on account of the unfavorable
demographic situation over the ten year period covered by the strategy, and much less as
a result of the flagship initiative of inclusive growth, “An agenda for new skills and jobs”.

The result achieved from the two-factor regression model allows the conclusion that
the realization of the projected increase in the relative share of employment by 6.4% may
lead to reduction of poverty and social exclusion in the EU by 3.67%. The parameter set in
the strategy with regard to poverty is “reduction of the number of poor people or people at
risk of poverty and social exclusion by 20 million.” Taking into account the expected number
of the population in the EU in 2020 and the number of poor people in 2010, this figure
means that the percentage of poor people or people at risk of poverty and social exclusion
in 2020 set in the strategy is 18.6%. Given that the value of the same indicator in 2010 was
23.5%, the planned reduction of the proportion of the poor and socially excluded people in
2020 is 4.9%. Provided that 3.67% of this reduction can be achieved through the attainment
of the planned employment of the population, the remaining 1.23% should be linked to
GDP growth. Based on the ratios obtained through the two-factor regression model we
find that poverty in the EU will decrease on average by 1.23% if the real GDP per capita
increases by € 6150. When referred to the value of this indicator in 2010, this represents an
increase of GDP per capita by 26.7 % until 2020. Therefore, it would take an average
GDP growth of 2.4% in order to achieve the respective 1.23% reduction of poverty and
social exclusion in the EU. However, a retrospective review of the data shows, that for the
period 2000-2010 the real GDP per capita in the EU grew by an annual average of 1.24%,
which is a twice lower growth rate than is necessary to provide the desired reduction of
poverty. Data for the first three years of the strategic period, including actual data for 2011
and projected data for 2012 and 2013 show an even greater divergence from the required
GDP growth rate. For the three initial years of the ten-year strategy the real GDP in the
union grew by an average of 0.66% per year. All this casts some doubt on the major EU
objective related to inclusive growth, i.e. the reduction of the number of poor people or
people at risk of poverty and social exclusion by 20 million people.

Bulgaria in the common European framework of inclusive growth

Within the Europe 2020 strategy through the National Reform Programme Bulgaria
sets its national goals in the area of the all-European inclusive growth4. With regard to the
above-mentioned determinants of this growth in the EU, our country’snational goals include
achieving up to 76% share of the employed population aged 20-64 and reduction of the
number of people living in poverty by 260,000 people until 2020. The priority objective in
terms of employment seems achievable if we analyze it against previous trends and
4 Национална програма за реформи (2011 2015). София, април 2011.



IZVESTIA – Journal of University of Economics – Varna
3 2

projections for the population aged 20-64 by 2020. The achievement of 76% employment
rate for our country, given the expected slow rate of increase until 2020 would guarantee
a 7.8% increase in the number of employed people, i.e. approximately eight percent increase
in jobs compared to the results in 2010, which was the launch year of the strategy. This
percentage is realistic because it was reached also during the preceding ten-year period
(2000-2010) when the number of employed people, respectively, the number of jobs, grew
by 8.2%. Certain doubts about the attainment of our national objective in relation to
employment is caused by the data for the period 2008 - 2011, when the share of employed
population aged 20-64 in our country declined on average by about 3% per year. This
negative trend in Bulgaria which has emerged for the first time since 2000 is linked to the
overall unfavorable economic environment and is to some extent in line with the dynamics
of employment across the EU for the said period. However, this is true only to some
extent, as the negative trend in the employment of the population in Bulgaria has been
much more pronounced. Against the backdrop of a very slow decrease and the steadying
of employment rate in the EU in 2010 and 2011, our country’s 3% average annual rate of
reduction is an extremely alarming figure. Even if we accept this rate as a temporary
trend, we can confidently say that our national goal of employment of the population is an
actually stated possibility. Our national goal concerning employment exceeds the common
European goal by 1%, under increasingly negative values   of the country’s employment
indicators compared to the general European indicators after 2008. Therefore, we are
headed to the same quantitative goal as united Europe, but we have been going along the
national road of consistent and accelerated deviation from this goal in recent years. Whether
this goal will be achieved depends on when and to what extent Bulgaria will be able to
compensate this deviation and if there will be time until the end of the strategy for Bulgaria
to take the path of convergence with the European level of employment.

Bulgaria’s priority objective with regard to poverty and social exclusion requires a
reduction in the number of people living in poverty by 260 000 until 2020. As mentioned
above, the “poor people or people at risk of poverty and social exclusion” is a combined
indicator summarizing the three components: poverty level, low intensity of economic activity
and the level of material deprivation of households. The linking of the three components
reflects the desire to provide more comprehensive characteristics of the multi-faceted
phenomenon of “poverty” and to cover more of its aspects. From this perspective, the
priority European objective is focused on the combined indicator, while the wording of our
national objective indicates that it is addressed to one of its components, i.e. the poverty
level. The poverty rate in Bulgaria is among the highest in the EU (20.7% in 2010 with an
average of 16.4% in the EU), with only two countries (Latvia and Romania) having a
poverty level slightly higher than our country’s. However, Bulgaria has the highest value of
this indicator and occupies convincingly the bottom place in the Union with regard to this
component of the composite indicator- people living in material deprivation. This component
is formed on the basis of an estimate of households difficulties related to covering certain
costs, of their limited possibilities for recreation and rational nutrition, of different durable
objects that they possess. 35% of the population in Bulgaria is experiencing material
deprivation, while in comparison the EU average is 8.1% (the value of this indicator in
Luxembourg, which is the leading country in this respect, is 0.5 %). It is natural that poor
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people and possibly part of the non-poor people situated near the poverty line experience
material deprivation. Evidence suggests, however, that 76.7% of the poor in the EU do not
experience material limitations and in Luxembourg the percentage is 97.2. Bulgaria is
again very far from these values. In our country only 28.4% of the poor live without
physical limitations, and 57.7% of those sufferingmaterial deprivation do not fall into the
category of the poor. Taking into account that only 22% of the poor and 13 % of the people
suffering material limitations live in households with low intensity of economic activity, it
can be concluded that poverty in Bulgaria is not related so tangibly to employment as to
low income. They define the essential role of material deprivation for the formation of high
levels of the poverty and social exclusion indicators in our country. The specificity in the
overlap of the three components of this composite indicator in Bulgaria and their ratio in
Luxembourg, the country with the best situation in the EU, are shown on Figures 5 and 6.

Figure 5. Ratio between the poverty level (AROP), low employment rate
(LWI) and material deprivation (SMD) in Bulgaria

Source: The social dimensions of the Europe 2020 strategy; A report of the
Social Protection Committee (2011)

Figure 6. Ratio between the poverty level (AROP), low employment rate
(LWI) and material deprivation (SMD) in Luxemburg
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The facts discussed above show that reducing the number of the poor by 260,000
people would not contribute significantly to the overall vision of poverty in our country
by 2020. Our national goal on poverty, related to the number of the poor and their
relationship to the number of people experiencing material deprivation in 2010 as well
as with the projected number of the population in 2020, is 18.8% poor people and
31.8% people experiencing material deprivation in 2020. Therefore, poverty will be
reduced by 2% and the number of people living in material deprivation will decrease
by approximately 3%. With the planned 5% total reduction of people living in poverty
and social exclusion our national goal means a development that maintains the divergence
from the all-European values   of the poverty and social exclusion indicators observed
at the beginning of the strategy. In other words, our national goal provides for a trend
parallel to the EU trend which exhibits a considerable difference from the European
indicators of poverty and social exclusion, while it is necessary to achieve an accelerated
development in order to decrease the existing gap.

Conclusion

The analysis of the main all-European and national goals of inclusive growth,
formulated as part of the priorities of the Europe 2020 strategy, allows for a few
generalizing conclusions to be made:

1. Poverty and social exclusion in the EU are determined mainly by the produced
GDP and the level of employment. The influence of the level of education on the
reduction of poverty and social exclusion is indirect and manifests itself through the
employment of the population.

2. The set priority goal with regard to the employment in the union may be
achieved mainly at the expense of the unfavourable demographic situation during the
ten years covered by the strategy and much less as a result of the stipulated initiatives
of the inclusive growth.

3. The results of the regression analysis carried out and the retrospective view
of the dynamics of GDP allow us to draw the conclusion that the achievement of the
main aim of the EU related to inclusive growth, i.e. reducing the number of poor
people or people at risk of poverty and social exclusion by 20 million is quite an ambitious
goal under the current macroeconomic situation.

4. Bulgaria’s national priority goal on employment would be realistic provided that
the country manages to reverse the negative tendency in the employment of the population
from the period 2008 – 2011 and to offset the effects thereof in a timely manner.

5. Although on the whole Bulgaria fits into the common European framework
for employment of the population, it has a leading place in the union with the percentage
of people suffering from material deprivation. The material limitations, as well as one
of the highest levels of poverty in the union, define our country as the country that is
most severely affected by poverty and social exclusion.

6. The reduction of the number of the poor projected in Bulgaria’s national goal
ensures our bottom-of-the-list place as concerns the poverty level and the share of the
population living in material deprivation also in 2020.
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The findings formulated above should not be considered uncritically, since the
main conclusions have been derived based on a model, and even the best model is not
capable of fully reflecting the diversity of the processes and the complex interactions
in which they are involved. However, it provides an opportunity to outline the general
framework of parameters ensuring the utmost achievement of the main objectives of
inclusive growth in the EU. Details and nuances within this framework may change in
extent and direction, but they will not result in unexpectedly different dimensions.

Summary

The article analyzes parameters for inclusive growth in the EU by 2020 set out
in Europe 2020 strategy. On the basis of a retrospective and regression analysis the
feasibility of these parameters has been evaluated and the problematic areas have
been outlined that could reduce the chances of their attainment in the end of the
strategic period. Bulgaria’s commitments have been analyzed in terms of the all-
European inclusive growth and the extent to which our national objectives in this area
would contribute to our involvement in the expected process of European integration.

INCLUSIVE GROWTH IN THE EUROPE 2020 STRATEGY: ASSESSMENT
OF THE IMPLEMENTATION POSSIBILITIES

Assoc. Prof. Dr Stanka Zhekova

Abstracts

In the article there are analyzed the parameters set in the Europe 2020 Strategy for
inclusive growth in the EU until 2020. On the basis of retrospective and regression analysis
there are assessed the implementation possibilities of these parameters and are drawn the
problematic moments, which would reduce the chances for their achievement by the end of the
strategic period. There are also analyzed the commitments of Bulgaria with respect to the
common European inclusive growth and the extent to which our national goals in this
perspective would contribute to this country’s inclusion in the anticipated process of European
integration.


