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Amartya Sen

INTRODUCTION

In his Grundlegung zur Metaphysik de Sitten,
Immanuel Kant argues for the necessity of seeing
human beings as ends in themselves, rather than as
means to other ends: “So act as to treat humanity,
whether in thine own person ot in that of any
other, in every case as an end withal, never as
means only”.! This principle has importance in
many contexts - even in analysing poverty, pro-
gress and planning. Human beings are the agents,
beneficiaries and adjudicators of progress, but
they also happen to be ~ directly or indirectly - the
primary means of all production, This dual role of
human beings provides a rich ground for confu-
sion of ends and means in planning and policy-
making. Indeed, it can - and frequently does -
take the form of focusing on production and pros-
perity as the essence of progress, treating people as
the means through which that productive progress
is brought about (rather than seeing the lives of
people as the ultimate concern and treating pro-
duction and prosperity merely as means to those
lives).

Indeed, the widely prevalent concentration
on the expansion of real income and on economic
growth as the characteristics of successful devel-
opment can be precisely an aspect of the mistake
against which Kant had warned. This problem is
particularly pivotal in the assessment and planning
of economic development. The problem does not,
of course, lie in the fact that the pursuit of eco-
nomic prosperity is typically taken to be a major
goal of planning and policy-making. This need not

 be, in itself, unreasonable. The problem relates to

evel at which this aim should be taken as a
al. Is it just an intermediate goal, the importance
hich is contingent on what it ultimately con-

tributes to human lives? Or s it the object of the
entire exercise? It is in the acceptance - usually
implicitly - of the latter view that the ends-means
confusion becomes significant — indeed blatant.

The problem might have been of no great
practical interest if the achievement of economic
prosperity were tightly linked - in something like
a one-to-one cotrespondence ~ with that of en-
riching the lives of the people. If that were the
case, then the pursuit of economic prosperity as an
end in itself, while wrong in principle, might have
been, in effect, indistinguishable from pursuing it
only as a means to the end of enriching human
lives. But that tight relation does not obtain. Coun-
tries with high GNP per capita can nevertheless
have astonishingly low achievements in the quality
of life, with the bulk of the population being sub-
ject to premature mortality, escapable mosbidity,
overwhelming illiteracy and so on.

Just to illustrate an aspect of the problem,
the GNP per capita of six countries is given in
table 1.1.1, along with each country’s respective
level of life expectancy at birth.

A country can be very rich in conventional
economic terms (i.e., in terms of the value of com-

TABLE 1.1.1
Economic prosperity and life expectancy, 1985

Life expectancy

Country GNP per capita at birth
China 310 )
Sri Lanka 380 70
Brazil 1,640 65
South Africa 2,010 55
Mexico 2,080 67
Oman 6,730 54

Source: World Development Report 1987 (New York, Oxford University Press,
1988), Table 1.
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modities produced per capita) and still be very
poor in the achieved quality of human life. South
Aftica, with five or six times the GNP per capita
of Sri Lanka or China, has a much lower longevity
rate, and the same applies in different ways to
Brazil, Mexico, Oman, and indeed to many other
countries not included in this table.

There are, therefore, really two distinct is-
sues here, First, economic prosperity is no more
than one of the means to enriching the lives of
people. It is a foundational confusion to give it the
status of an end. Secondly, even as 2 means, merely
enhancing average economic opulence can be
quite inefficient in the pursuit of the really valu-
able ends. In making sure that development plan-
ning and general policy-making do not suffer from
costly confusions of ends and means, we have to
face the issue of identification of ends, in terms
of which the effectiveness of the means can be
systematically assessed. This paper is concerned
with discussing the nature and implications of that
general task,

THE CAPABILITY APPROACH:
CONCEPTUAL ROOTS

The particular line of reasoning that will be pur-
sued here is based on evaluating social change in
terms of the richness of human life resulting from
it. But the quality of human life is itself a maiter of
great complexity. The approach that will be used
here, which is sometimes called the “capability ap-
proach”, sees human life as a set of “doings and
beings” - we may call them “functionings” - and
it relates the evaluation of the quality of life to the
assessment of the capability to function, It is an
approach that I have tried to explore in some de-
tail, both conceptually and in terms of its empiri-
cal implications.? The roots of the approach go
back at least to Adam Smith and Karl Marx, and
indeed to Aristotle.

In investigating the problem of “political dis-
tribution”, Aristotle made extensive use of his
analysis of “the good of human beings”, and this
he linked with his examination of “the functions
of man” and his exploration of “life in the sense
of activity” > The Aristotelian theory is, of course,
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highly ambitious and involves elements that go
well beyond this particular issue (e.g., it takes a
specific view of human nature and relates a notion
of objective goodness to it). But the argument for
seeing the quality of life in terms of valued activi-
ties and the capability to achieve these activities
has much broader relevance and application,
Among the classical political economists,
both Adam Smith and Karl Marx explicitly dis-
cussed the importance of functionings and the
capability to function as determinants of well-
being.* Marx’s approach to the question was
closely related to the Aristotelian analysis (and
indeed was apparently directly influenced by it).’
Indeed, an important part of Marx’s programme
of reformulation of the foundations of political
economy is cleatly related to seeing the success
of human life in terms of fulfilling the needed
human activities. Marx put it thus: “It will be seen
how in place of the wealth and poverty of politi-
cal economy come the rich human being and
tich human need. The rich human being is simul-
taneously the human being in need of a totality
of human life-activities - the man in whom his

own realization exists as an inner necessity, as
need.”®

COMMODITIES, FUNCTIONINGS
AND CAPABILITY

1f life is seen as a set of “doings and beings” that
are valuable, the exercise of assessing the quality
of life takes the form of evaluating these function-
ings and the capability to function. This valua-
tional exercise cannot be done by focusing simply
on communities or incomes that help those doings
and beings, as in commodity-based accounting of
the quality of life (involving a confusion of means
and ends). “The life of money-making”, as Aristo-
tle put it, “is one undertaken under compulsion,
and wealth is evidently not the good we are seek-
ing; for it is metely useful and for the sake of some-
thing else.”” The task is that of evaluating the
importance of the various functionings in human
life, going beyond what Marx called, in a different
but related context, “commaodity fetishism”,8 The
functionings themselves have to be examined, and

the capability of the peson to achieve them has to
be appropriately valued.

In the view that is being pursued here, the
constituent elements of life are seen as a combina-
tion of various different functionings (a “function-
ing n-tuple”). This amounts to seeing a person in,
as it were, an “active” rather than a “passive” form
(but neither the various states of being not even
the “doings” need necessarily be “athletic” ones).
The included items may vary from such elemen-
tary functionings as escaping mortbidity and mor-
tality, being adequately nourished, undertaking
usual movements etc., to many complex function-
ings such as achieving self-respect, taking part in
the life of the community and appearing in public
without shame (the last a functioning that was
illuminatingly discussed by Adam Smith® as an
achievement that is valued in all societies, but the
precise commodity requirement of which, he
pointed out, varies from society to society). The
claim is that the functionings ate constitutive of a
person’s being, and an evaluation of a person’s
well-being has to take the form of an assessment of
these constituent elements.

The primitive notion in the approach is that
of functionings - seen as constitutive elements of
living. A functioning is an achievement of a per-
son; what he or she manages to do or to be, and
any such functioning reflects, as it were, a part of
the state of that person, The capability of a person
is a detived notion. It reflects the various combi-
nations of functionings (doings and beings) he or
she can achieve 1 It takes a certain view of living
as a combination of various “doings and beings”.
Capability reflects a person’s freedom to choose
between different ways of living. The underlying
motivation - the focusing on freedom - is well
captured by Marx’s claim that what we need is

“replacing the domination of circumstances and
chance over individuals by the domination of indi-

viduals over chance and circumstances” 1}

UTILITARIAN CALCULUS VERSUS
OBJECTIVE DEPRIVATION

The capability approach can be contrasted not
merely with commodity-based systems of evalua-

tion, but also with the utility based assessment. The
utilitarian notion of value, which is invoked explic-
itly or by implication in much of welfare econom-
ics, sees value, ultimately, only in individual utility,
which is defined in terms of some mental condi-
tion, such as pleasure, happiness, desire-fulfilment.
This subjectivist perspective has been extensively
used, but it can be very misleading, since it may fail
to reflect a person’s real deprivation, .

A thoroughly deprived person, leading a very
reduced life, might not appear to be badly off in
terms of the mental metric of utility, if the hardship
is accepted with no-grumbling resignation. In situ-
ations of long-standing deprivation, the victims do
not go on weeping all the time, and very often
make great efforts to take pleasure in small mer-
cies and to cut down personal desites to modest -
“realistic” - proportions. The person’s depriva-
tion, then, may not at all show up in the metrics
of pleasure, desire-fulfilment etc., even though he
or she may be quite unable to be adequately nour-
ished, decently clothed, minimally educated and
50 on,12

This issue, apart from its foundational rele-
vance, may have some immediate bearing on prac-
tical public policy. Smugness about continued
deprivation and vulnerability is often made to look
justified on grounds of lack of strong public de-
mand and forcefully expressed desire for remov-
ing these impediments,®

AMBIGUITIES, PRECISION
AND RELEVANCE

There ate many ambiguities in the conceptual
framework of the capability approach. Indeed, the
nature of human life and the content of human
freedom are themselves far from unproblematic
concepts. It is not my purpose to brush these dif-
ficult questions under the carpet, In so far as there
are genuine ambiguities in the undetlying objects
of value, these will be reflected in cotresponding
ambiguities in the characterization of capability.
The need for this relates to a methodological
point, which I have tried to defend elsewhere, that
if an underlying idea has an essential ambiguity, a
precise formulation of that idea must try to cap-
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ture that ambiguity rather than attempt to lose
it." Even when precisely capturing an ambiguity
proves to be a difficult exercise, that is not an ar-
gument for forgetting the complex nature of the
concept and secking a spuriously narrow exact-
ness. In social investigation and measurement, it is
undoubtedly more important to be vaguely right
than to be precisely wrong,””

It should be noted also that there is always
an element of real choice in the description of
functionings, since the format of “doings” and
“beings” permits additional “achievements” to be
defined and included. Frequently, the same doings
and beings can be seen from different perspec-
tives, with varying emphases. Also, some function-
ings may be easy to describe, but of no great intes-
est in the relevant context (e.g., using a particular
washing powder in doing the washing).!é There is
no escape from the problem of evaluation in se-
lecting a class of functionings as important and
others as not so. The evaluative exercise cannot be
fully addressed without explicitly facing questions
concerning what are the valuable achievements
and freedoms, and which are not. The chosen
focus has to be related to the undetlying social
concerns and values, in terms of which some de-
finable functionings and capabilities may be im-
portant and others quite trivial and negligible. The
need for selection and discrimination is neither an
embarrassment nor a unique difficulty for the con-
ceptualization of functioning and capability.!?

In the context of some types of welfare
analysis, for example, in dealing with extreme
poverty in developing economies, we may be able
to go a long distance in terms of a relatively small
number of centrally important functionings and
the corresponding capabilities, such as the ability
to be well-nourished and well-sheltered, the cap-
ability of escaping avoidable motbidity and pre-
mature mortality and so forth.!8 In other contexts,
including more general problems of assessing eco-
nomic and social development, the list may have
to be much longer and much more diverse.! The
task of specification must relate to the underlying
motivation of the exercise as well as dealing with
the social values involved.

6  Readings in Human Development

QUALITY OF LIFE, BASIC NEEDS
AND CAPABILITY

There is an extensive literature in development
economics concerned with valuing the quality of
life, the fulfilment of basic needs and related mat-
ters.20 That literature has been quite influential in
recent years in drawing attention to neglected as-
pects of economic and social development. It is,
however, fair to say that these writings have been
typically comprehensively ignored in the theory of
welfare economics, which has tended to treat these
contributions as essentially ad hoc suggestions,
This treatment is partly the result of the concern
of welfare theory that proposals should not just
appeal to intuitions but also be structured and
founded. It also reflects the intellectual standing
that such traditional approaches as utilitarian eval-
uation enjoy in welfare theory, and which serves as
a barrier to accepting departures even wher they
seem attractive. The inability of utility-based eval-
uations to cope with persistent deprivations was
discussed eatlier, but in the welfare-economic lit-
erature the hold of this tradition has been hard to
dislodge.

The charge of “ad hoc-ness” against the de-
velopment literature relates to the different modes
of arguing that are used in welfare theory and in
development theory. As far as the normative struc-
ture is concerned, the latter tends to be rather im-
mediate, appealing to strong intuitions that seem
obvious enough. Welfare theory, on the other
hand, tends to take 2 more circuitous route, with
great elaboration and defense of the foundations
of the approach in question. To bridge the gap, we
have to compare and contrast the foundational
features underlying the concern with quality of
life, needs etc. with the informational foundations
of the more traditional approaches used in welfare

‘economics and moral philosophy such as utilitat-

ianism. It is precisely in this context that the
advantages of the capability approach become
perspicuous. The view of human life seen as a
combination of various functionings and capa-
bilities, and the analysis of human freedom as a
central feature of living, provide a differently

grounded foundation route to the evaluative exet-
cise. This informational foundation contrasts with
the evaluative bases incorporated in the more tra-
ditional foundations used in welfare economics.2!

The “basic needs” literature has, in fact,
tended to suffer a little from uncertainties about
how basic needs should be specified. The original
formulations often took the form of defining basic
needs in terms of needs for certain minimal
amounts of essential commodities such as food,
clothing and shelter. If this type of formulation is
used, then the literature remains imptisoned in the
mould of commodity centered evaluation, and can
in fact be accused of adopting a form of “com-
modity fetishism”. The objects of value can scarcely
be the holdings of commodities. Judged even as
means, the usefulness of the commodity-perspec-
tive is severely compromised by the variability of
the conversion of commodities into capabilities.
For example, the requirement of food and of nutsi-
ents for the capability of being well nourished may
greatly vaty from person to person, depending on
metabolic rates, body size, gender, pregnancy, age,
climatic conditions, parasitic ailments and so on.22
The evaluation of commodity holdings or of in-
comes {with which to purchase commodities) can
be at best a proxy for the things that really matter,
but unfortunately it does not seem to be a particu-
latly good proxy in most cases.??

RAwLS, PRIMARY GOODS
AND FREEDOMS

The concern with commodities and means of
achievement, with which the motivation of the ca-
pability approach is being contrasted, happens to
be, in fact, influential in the literature of modern
moral philosophy as well. For example, in John
Rawls’ outstanding book on justice (arguably the
most important contribution to moral philosophy
in: recent decades), the concentration is on the
Idings of “primary goods” of different people in
aking interpersonal comparisons. His theory of
ustice;. particularly the “difference principle” is
dent on. this procedure for interpersonal
risons.. This procedure has the feature of

being partly commodity-based, since the list of
primary goods includes “income and wealth”, in
addition to “the basic liberties”, “powers and pre-
rogatives of offices and positions of responsibil-
ity”, “social bases of self-respect” and so on.4

* Indeed, the entire list of “primary goods” of
Rawls is concerned with means rather than ends;
they deal with things that help to achieve what we
want to achieve, rather than either with achieve-
ment as such or even with the freedom to achieve.
Being nourished is not part of the list, but having
the income to buy food certainly is, Similarly, the
social bases of self-respect belong to the list in a
way self-respect as such does not.

Rawls is much concerned that the fact that
different people have different ends must not be
lost in the evaluative process, and people should
have the freedom to pursue their respective ends.
This concern is indeed important, and the capa-
bility approach is also much involved with valuing
freedom as such. In fact, it can be argued that the
capability approach gives a better account of the
freedoms actually enjoyed by different people than
can be obtained from looking merely at the hold-
ings of primaty goods. Primary goods are means to
freedoms, whereas capabilities are expressions of
freedoms themselves.

The motivations underlying the Rawlsian
theory and the capability approach are similar, but
the accountings are different. The problem with
the Rawlsian accounting lies in the fact that, even
for the same ends, people’s ability to convert pri-
mary goods into achievements differs, so that an
interpersonal comparison based on the holdings of
primaty goods cannot, in general, also reflect the
ranking of their respective real freedoms to pursue
any given - or variable - ends. The variability in
the conversion rates between persons for given
ends is a problem that is embedded in the wider
problem of variability of primaty goods needed for
different persons pursuing their respective ends.?’
Hence, a similar criticism applies to Rawlsian ac-
counting procedure as applies to parts of the
basic-needs literature for their concentration on
means (such as commodities) as opposed to
achievements or the freedom to achieve,

7
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FREEDOM, CAPABILITY
AND DATA LIMITATIONS

The capability set represents a person’s freedom to
achieve various functioning combinations. If free-
dom is intrinsically important, then the alternative
combinations available for choice are all relevant
for judging a person’s advantage, even though he
or she will eventually choose only an alternative. In
this view, the choice itself is 2 valuable feature of a
person’s life,

On the other hand, if freedom is seen as
being only instrumentally important, then the in-
terest in the capability set lies only in the fact that
it offers the person opportunities to achieve vari-
ous valuable states, Only the achieved states are in
themselves valuable, not the opportunities, which
are valued only as means to the end of reaching
valuable states,

The contrast between the intrinsic and the
instrumental views of freedom is quite a deep one,
and I have discussed the importance of the dis-
tinction elsewhere.?6 Both views can be accommo-
dated within one capability approach. With the in-
strumental view, the capability one is valued only
for the sake of the best alternative available for
choice (or the actual alternative chosen). This way
of evaluating a capability set by the value of one
distinguished element in it can be called “elemen-
tary evaluation”.?’ If, on the other hand, freedom
is intrinsically valued, then elementary evaluation
will be inadequate, since the opportunity to
choose other alternatives is of significance of its
own, To bring out the distinction, it may be noted
that if all other than the chosen alternative were to
become unavailable, then there would be a real
loss in the case of the intrinsic view, but not in the
instrumental, since the aiternative chosen is still
available,

In terms of practical application, the intrin-
sic view is much harder to reflect than the instru-
mental view, since our direct observations relate to
what was chosen and achieved. The estimation
what could have been chosen is, by its very nature,
more problematic (involving, in particular, as-
sumptions about the constraints actually faced by
the person). The limits of practical calculations are
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set by data restrictions, and this can be particulatly
hard on the representation of capability sets in
full, as opposed to judging the capability sets by
the observed functioning achievements.

There is no real loss involved in using the ca-
pability approach in this reduced form if the in-
strumental view of freedom is taken, but there is
loss if the intrinsic view is accepted. For the lat-
ter, a presentation of the capability set as such is
important.

In fact, neither the instrumental view nor the
intrinsic view is likely to be fully adequate. Cer-
tainly, freedom is a means to achievement, whether
or not it is also intrinsically important, so that the
instrumental view must be inter alia present in
any use of the capability approach. Also, even if
we find in general the insttumental view to be
fairly adequate, there would clearly be cases in
which it is extremely limited. For example, the
person who fasts, that is, starves out of choice, can
hardly be seen as being similatly deprived as a pes-
son who has no option but to starve because of
penury. Even though their observed functionings
may be the same, at least in the crude reptesenta-
tion of functionings, their predicaments are not
the same.

In practice, even if in general the capability
approach is used in the reduced form of concen-
trating on the chosen functioning combination,
some systematic supplementation would be needed
to take care of cases in which the freedom enjoyed
is of clear and immediate interest, There may be
no great difficulty in doing this supplementation
in many cases, once the problem is posed cleatly
enough and the data search is made purposive and
precise. Sometimes it would be useful to redefine
the functionings in what is called a “refined” way,
to take note of some of the obviously relevant
alternatives that were available, but not chosen.
Indeed, fasting is an example of a “refined” func-
tioning, and contrasts with the unrefined function-
ing of “starving”, which does not specify whether
or not this was by choice.?® The important issue
does not concern the existence or not of some ac-
tual word (such as fasting) that reflects the refined
functioning (that is largely a matter of linguistic
convention), but assessing whether or not such re-

fining would be central to the exercise in question,
and if central, deciding how this might be done.

As a matter of fact, the informational base of
functionings is still a much finer basis of evalua-
tion of the quality of life and economic progress
than various alternatives mote commonly recom-
mended, such as individual utilities or commodity
holdings. The commodity fetishism of the former
and the subjectivist metric of the latter make them
deeply problematic. Thus, the concentration on
achieved functionings has merits over the feasible
rivals (even though it may not be based on as
much information as would be needed to attract
intrinsic importance to freedom). And in terms of
data availability, keeping track of functionings (in-
cluding vital ones such as being well-nourished
and avoiding escapable morbidity or premature
mortality) is typically no harder - often much
easier — than getting data on commodity use {es-
pecially divisions within the family), not to men-
tion utilities.

The capability approach can, thus, be used at
various levels of sophistication, and how far we can
go would depend much on the practical consider-
ation of what data we can get and what we cannot.
In so far as freedom is seen to be intrinsically im-
portant, the observation of the chosen functioning
bundle cannot be in itself an adequate guide for
the evaluative exercise, even though the freedom
to choose a better bundle rather than a worse one
can be seen to be, in some accounting, an advan-
tage even from the perspective of freedom.??

The point can be illustrated with a particular
example. An expansion of longevity is seen, by
common agreement, as an enhancement of the
quality of life (though, strictly speaking, I suppose
one can think of it as an enhancement of the quan-
tity of life). This is so partly because living longer
is an achievement that is valued. It is also partly so
because other achievements, such as avoiding mor-
bidity, tend to go with longevity (and thus lon-
gevity serves also as a proxy for some achieve-
ments that too are intrinsically valued), But greater
longevity can also be seen as an enhancement of
the freedom to live long. We often take this for
granted on the solid ground that given the option,
people value living longer, and thus the observed

achievement of living longer reflects a greater free-
dom than was enjoyed.

The interpretative question arises at this pre-
cise point, Why is it evidence of greater freedom as
such that a person ends up living longer rather
than shorter? Why can it not be just a preferred
achievement; but involving no difference in terms
of freedom? One answer is to say that one always
does have the option of killing oneself, and thus an
expansion of longevity expands one’s options. But
there is a further issue here. Consider a case in
which, for some reason (either legal or psycholog-
ical or whatever), one cannot really kill oneself
(despite the presence in the world of poisons,
knives, tall buildings and other useful objects).
Would we then say that the person does not have
more freedom by virtue of being free to live longer
though not shorter? It can be argued that if the
person values, prefers and wishes to choose living
longer, then the change in question is in fact an ex-
pansion of the person’s freedom, since the valua-
tion of freedom cannot be dissociated from the as-
sessment of the actual options in terms of the
person’s evaluative judgements.’®

The idea of freedom takes us beyond
achievements, but that does not entail that the as-
sessment of freedom must be independent of that
of achievements. The freedom to live the kind of
life one would take to live has importance that the
freedom to live the kind of life one would hate to
have does not. Thus, the temptation to see more
freedom in greater longevity is justifiable from sev-
eral points of view, including noting the option of
ending one’s life and being sensitive to the evalua-
tive structure of achievements, which directly af-
fect the metric of freedom. The bottom line of all
this is to recognize that the use of the capability
approach even in the reduced form of concentrat-
ing on the achieved functionings (longevity, ab-
sence of morbidity, avoidance of undernourish-
ment etc.) may give more role to the value of
freedom than might have been initially apparent.

INEQUALITY, CLASS AND GENDER

The choice of an approach to the evaluation of
well-being and advantage has bearings on many

Development as Capability Expansion 9




exercises. These include the assessment of effi-
ciency as well as inequality. Efficiency, as it is nos-
mally defined, is concerned with noting overall im-
provements, and in standard economic theory, this
takes the form of checking whether someone’s
position has improved without anyone’s position
having gone down. A situation is efficient if and
only if there is no alternative feasible situation in
which someone’s position is better and no one’s
worse, Obviously, the content of this criterion de-
pends crucially on the way individual advantage is
defined. If it is defined in terms of utility, then this
criterion of efficiency immediately becomes that of
“Pareto optimality” (or “Pareto efficiency”, as it is
sometimes — more accurately - called). On the
other hand, efficiency can be defined also in terms
of other metrics, including that of the quality of
life based on the evaluation of functionings and
capabilities. .

Similarly, the assessment of inequality too
depends on the chosen indicator of individual ad-
vantage. The usual inequality measures that can be
found in empirical economic literatures tend to
concentrate on inequalities of incomes or wealth.*!
These are valuable contributions. On the other
hand, in so far as income and wealth do not give
adequate account of quality of life, there is a case
for basing the evaluation of inequality on informa-
tion more closely related to living standards.

Indeed, the two informational bases are not
alternatives. Inequality of wealth may tell us things
about the generation and persistence of inequali-
ties of sther types, even when our ultimate con-
cern may be with inequality of living standard and
quality of life. Particularly in the context of the
continuation and stubbotnness of social divisions,
information on inter-class inequalities in wealth
and property ownership is especially crucial. But
this recognition does not reduce the importance
of bringing in indicators of quality of life to assess
the actual inter-class inequalities of well-being and
freedom.

One field in which inequalities are particu-
larly hard to assess is that of gender difference.
There is a great deal of general evidence to indi-
cate that women often have a much worse deal
than men do, and that gitls are often much more
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deprived than boys. These differences may be re-
flected in many subtle as well as crude ways, and
in various forms they can be observed in different
parts of the world - among both rich and poor
countries. However, it is not easy to determine
what is the best indicator of advantage in terms of
which these gender inequalities are to be exam-
ined, There s, to be sure, no need to look for one
specific metric only, and the need for plurality of
indicators is as strong here as in any other field.
But thete is still an issue of the choice of approach
to well-being and advantage in the assessment of
inequalities between women and men.

The approach of utility-based evaluation is
particularly limiting in this context, since the un-
equal deals that obtain, particularly within the
family, are often made “acceptable” by certain so-
cial notions of “normal” arrangements, and this
may affect the perceptions of women as well as
men of the comparative levels of well-being they
respectively enjoy. For example, in the context of
some developing countties such as India, the
point has been made that rural women may have
no clear perception of being deprived of things

that men have, and may not be in fact any more
unhappy than men ate. This may or may not be”

the case, but even if it were so, it can be argued
that the mental metric of utility may be particu-
larly inappropriate for judging inequality in this
context. The presence of objective deprivation
in the form of greater undernourishment, more
frequent morbidity, lower literacy etc. cannot
be rendered irrelevant just by the quiet and un-
grumbling acceptance of women of their deprived
conditions.*?

In rejecting utility-based evaluations, it may
be tempting to go in the direction of actual com-
modities {enjoyed by women and men, respec-
tively) to check inequalities between them. There
is here the problem, already discussed earlier in
this papet, that commodity-based evaluations are
inadequate because commodities are merely means
to well-being and freedom and do not reflect the
nature of the lives that the people involved can
lead. But, in addition, there is the further problem
that it is hard - sometimes impossible - to get con-
firmation on how the commodities belonging to

the family are divided between men and women,
and between boys and girls.

For example, studies on the division of food
within the family tend to be deeply problematic
since the obsetvation needed to see who is eating
how much is hard to carry out with any degree of
reliability. On the other hand, it is possible to
compare signs of undernourishment of boys and
gitls, to check their respective morbidity rates etc.,
and these functioning differences are both easier
to observe and of greater intrinsic televance.”?

There are indeed inequalities between men
and women in terms of functionings, and in the
context of developing countries the contrast may
be shatp even in basic matters of life and death,
health, illness, education and illiteracy. For exam-
ple, despite the fact when men and women are
treated reasonably equally in terms of food and
health cate {as they tend to be in the richer coun-
tries, even though gender biases may remain in
other - less elementary - fields), women. seem to
have a greater ability to survive than men, in the
bulk of the developing economies, men outnumber
women by large margins. While the ratio of fe-
males to males in Europe and North America tends
to be about 1.06 of so, that ratio is below 0.95 for
the Middle East (including countties in Western
Asia and North Africa), South Asia (including
India, Pakistan and Bangladesh) and China >* This
crude figure of the ratio of survived females to sur-
vived males already tells a story that has much in-
formational value in judging inter-gender inequali-
ties. Sometimes there are sharp contrasts even
within a country (e.g., the ratio of females to males
varies within India all the way from 1,03 in Kerala
to 0.87 or 0.88 in Haryana and Punjab). From the
point of view of studying both the actual situations
and the causal influences operating in the genera-
tion of inter-gender inequalities, these regional
contrasts may be particularly important.

Being able to survive is of course only one ca-
pability (though undoubtedly a very basic one),
and other comparisons can be made with informa-
tion on health, morbidity etc. The ability to read
and write is also another important capability, and
here it can be seen that the ratio of female to male
literacy rates is often shockingly low in different

parts of the wotld, The combined effects of low
literacy rates in general (a deprivation of a basic
capability across genders) and gender inequalities
in literacy rates (anequal deprivation of this basic
capability for women) tend to be quite disastrous
denials for women, It appears that even leaving
out many countries for which no reliable data
exist, in a great many countries in the world, the
female literacy rate is still below 50 per cent. In
fact, it is below even 30 per cent for as many as
26 countries, below 20 per cent for 16 and below
10 per cent in at least five >

In general, the perspective of functionings
and capabilities provides a plausible approach to
examining inter-gender inequalities. It does not
suffer from the type of subjectivism that makes util-
ity-based accounting patticulatly obtuse in dealing
with entrenched inequalities. Nor does it suffer

-from the overconcentration on means that com-

modity-based accounting undoubtedly does, and
in fact it has better informational sources in study-
ing inequalities within the family than is provided
by guesswork on commodity distribution {e.g., who
is eating how much?}. The case of inter-gender in-
equalities is, of coutse, only one illustration of the
advantages that the capability approach has. But it
happens to be an illustration that is particulatly im-
portant on its own as well, given the pervasive and
stubborn nature of inequalities between women
and men in different parts of the world.

CONCLUSION

The assessment of achievement and advantage of
members of the society is a central part of devel-
opment analysis. In this paper, I have ttied to dis-
cuss how the capability approach may be used to
substantiate the evaluative concerns of human de-
velopment, The focus on human achievement and
freedom, and on the need for reflective ~ rather
than mechanical ~ evaluation, is an adaptation of
an old tradition that can be fruitfully used in pro-

- viding a conceptual basis for analysing the tasks of

human development in the contemporary world.
The foundational importance of human capabili-
ties provides a firm basis for evaluating living stan-
dards and the quality of life, and also points to a
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general format in terms of which problems of effi-
ciency and equality can both be discussed.

The concentration on distinct capabilities
entails, by its very nature, a pluralist approach. In-
deed, it points to the necessity of seeing develop-
ment as a combination of distinct processes, rather
than as the expansion of some apparently homo-
geneous magnitude such as real income or utility.
The things that people value doing or being can be
quite diverse, and the valuable capabilities vary
from such elementary freedoms as being free trom
hunger and undernourishment to such complex
abilities as achieving self-respect and social partic-
ipation. The challenge of human development de-
mands attention being paid to a variety of sectoral
concerns and a combination of social and eco-
nomic processes.

In the collection of papers of which this one
is a patt, there are a number of specific studies
dealing with such matters as education, health and
nutrition, as well as the process of agricultural ex-
pansion and industrial development. The prob-
lems of resource mobilization and participatory
development are also addressed. Some of the sub-
jects thus covered deal with variables that are
direct determinants of human capability (e.g., ed-
ucation and health), while others relate to instru-
mental influences that operate through economic
or social process (e.g., the promotion of agricul-
tural and industrial productivity). The uniting fea-
ture is the motivating concern with human devel-
opment and its constitutive characteristics,

I the distinction between functionings and
capabilities, emphasis was placed on the impor-
tance of having the freedom to choose one kind of
life rather than another. This is an emphasis that
distinguishes the capability approach from any ac-
counting of only realized achievements, However,
the ability to exercise freedom may, to a consider-
able extent, be directly dependent on the educa-
tion we have received, and thus the development
of the educational sector may have a foundational
connection with the capability-based approach.

In fact, educational expansion has a variety
of roles that have to be carefully distinguished.
First, more education can help productivity. Sec-
ondly, wide sharing of educational advancement
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can contribute to a better disttibution of the ag-
gregate national income among different people.
Thirdly, being better educated can help in the
conversion of incomes and resources into various
functioning and ways of living, Last (and by no
means the Jeast), education also helps in the intel-
ligent choice between different types of lives that a
person can lead. All these distinct influences can
have important bearings on the development of
valuable capabilities and thus on the process of
human development.

There are also other interconnections be-
tween the different areas covered in the collection;
for example, good health is an achievement in it-
self and also contributes both to higher productiv-
ity and to an enhanced ability to convert incomes
and resources into good living, In focusing on
human capabilities as the yardstick in terms of
which successes and failures of human develop-
ment ate to be judged, attention is particularly in-
vited to addressing these social interconnections.
Given clarity regarding the ends (avoiding, in par-
ticular, the pitfall of treating human beings as
means), the social and economic instrumentalities
involved in the ends-means relations can be exten-
sively explored.

One of the most impottant tasks of an evalu-
ative system is to do justice to our deeply held
human values, The challenge of “human develop-
ment in the 1980s and beyond” cannot be fully
grasped without consciously facing this issue and
paying deliberate attention to the enhancement of

. those freedoms and capabilities that matter most

in the lives that we can lead. To broaden the lim-
ited lives into which the majority of human beings
are willy-nilly imprisoned by force of circum-
stances is the major challenge of human develop-
ment in the contemporary world. Informed and
intelligent evaluation both of the lives we are
forced to lead and of the lives we would be able to
choose to lead through bringing about social
changes is the first step in confronting that chal-
lenge. Tt is a task that we must face.
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1.2
THE HUMAN
DEVELOPMENT PARADIGM*

Mahbub ul Hag

“That’s very important,” the King said, turn-
ing to the jury. They were just beginning to
write this down on their slates, when the
White Rabbit interrupted: “Unimportant,
your Majesty means, of course,” be said in a
very respectful tone, but frowning and
making faces at bim as be spoke.

“Unimportant, of course, I meant,” the King
bastily said, and went on to himself in an
undertone, “important - unimportant -
unimportant - important =" as if he were
trying which word sounded best.

- Alice in Wonderlénd

The rediscovery of human development is not a
new invention. It is a tribute to the early leaders of
political and economic thought, The idea that so-
cial arrangements must be judged by the extent to
which they promote “human good” dates at least
to Aristotle (384-322 B.C.). He argued that “wealth
is evidently not the good we are secking, for it is
merely useful and for the sake of something else”.
He distinguished a good political arrangement
from a bad one by its successes and failures in en-
abling people to lead “flourishing lives”.
Immanuel Kant (1724-1804) continued the
tradition of treating human beings as the real end
of all activities when he observed: “So act as to
treat humanity, whether in their own person or in
that of any other, in every case as an end withal,
never as means only.” And when Adam Smith
(1723-1790), that apostle of free enterprise and
private initiative, showed his concern that eco-
nomic development should enable a person to mix
freely with others without being “ashamed to ap-
pear in publick”, he was expressing a concept of
poverty that went beyond counting calories - a

concept that integrated the poor into the main-
stream of the community, A similar strain was
reflected in the writings of the other founders
of modern economic thought, including Robert
Malthus, Karl Marx and John Stuart Mill.

After the belated rediscovery of human de-
velopment, it is necessary to give this paradigm

- some firmer conceptual, quantitative and policy

moorings - here and in the next six chapters.

The basic purpose of development is to en-
large people’s choices. In principle, these choices
can be infinite and can change over time. People
often value achievements that do not show up at
all, or not immediately, in income o growth fig-
ures: greater access to knowledge, better nutrition
and health services, more secure livelihoods, secu-
rity against crime and physical violence, satisfying
leisure hours, political and cultural freedoms and

“a sense of participation in community activities.

The objective of development is to create an en-
abling environment for people to enjoy long,
healthy and creative lives.

INCOME AND HUMAN CHOICES

The defining difference between the economic
growth and the human development schools is
that the first focuses exclusively on the expansion
of only one choice — income - while the second
embraces the enlargement of all human choices -
whether economic, social, cultural or political. It
might well be argued that the expansion of income
can enlarge all other choices as well. But that is not
necessarily so, for a variety of reasons.

To begin with, income may be unevenly dis-
tributed within a society. People who have no ac-
cess to income, ot enjoy only limited access, will
see their choices fairly constrained. It has often
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been observed that in many societics, economic
growth does not trickle down.

But there is an even more fundamental rea-
son why income expansion may fail to enlarge
human options. It has to do with the national pri-
otities chosen by the society ot its rulers - guns or
butter, an elitist model of development or an egal-
itarian one, political authoritarianism or political
democracy, a command economy or participatory
development,

No one will deny that such choices make a
ctitical difference. Yet we often forget that the use
of income by a society is just as important as the
generation of income itself, or that income expan-
sion leads to much less human satisfaction in a vir-
tual political prison or cultural void than in a more
liberal political and economic environment. There
is no automatic link between income and human
lives — a theme explored at length in the subse-
quent chapters. Yet there has long been an appar-
ent presumption in economic thought that such an
automatic link exists. '

It should also be recognized that accumulat-
ing wealth may not be necessary for the fulfilment
of several kinds of human choices. In fact, individ-
uals and societies make many choices that require
no wealth at all. A society does not have to be rich

to afford democracy. A family does not have to be

wealthy to respect the rights of each member. A
nation does not have to be affluent to treat women
and men equally. Valuable social and cultural tra-
ditions can be - and are ~ maintained at all levels
of income,

Many human choices extend far beyond eco-

nomic well-being, Knowledge, health, a clean’

physical environment, political freedom and sim-
ple pleasures of life are not exclusively, or largely,
dependent on income. National wealth can ex-
pand people’s choices in these areas. But it might
not, The use that people make of their wealth, not
the wealth itself, is decisive. And unless societies
recognize that their real wealth is their people, an
excessive obsession with creating matetial wealth
can obscure the goal of enriching human lives.
The human development paradigm petforms
an important service in questioning the presumed
automatic link between expanding income and ex-
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panding human choices. Such a link depends on
the quality and distribution of economic growth,
not only on the quantity of such growth. A link be-
tween growth and human lives has to be created
consciously through deliberate public policy - such
as public spending on social services and fiscal pol-
icy to redistribute income and assets. This link may
not exist in the automatic workings of the market-
place, which can further marginalize the poor.

But we must be careful. Rejecting an auto-
matic link between income expansion and flous-
ishing human lives is not rejecting growth itself.
Economic growth is essential in poor societies for
reducing or eliminating poverty. But the quality of
this growth is just as important as its quantity.
Conscious public policy is needed to translate eco-
nomic growth into people’s lives,

How can that be done? It may require a ma-
jor restructuring of economic and political power,
and the human development paradigm is quite
revolutionaty in that respect. It questions the ex-
isting structure of power. Greater links between
economic growth and human choices may require
far-reaching land reform, progtessive tax systems,
new credit systems to bank on the poor people, a
major expansion of basic social services to reach
all of the deprived population, the removal of bar-
riers to the entry of people in economic and polit-
ical spheres and the equalization of their access to
opportunities, and the establishment of temporary
social safety nets for those who may be bypassed
by the markets or public policy actions. Such pol-
icy packages are fairly fundamental and will vary
from one country to another, But some features
are common to all of them.

First, people are moved to centre stage. De-
velopment is analysed and understood in tetms of
people. Each activity is analysed to see how much
people participate in it or benefit from it. The
touchstone of the success of development policies
becomes the betterment of people’s lives, not just
the expansion of production processes.

Second, human development is assumed to

have two sides. One is the formation of human ca- .

pabilities — such as improved health, knowledge
and skills. The other is the use people make of
their acquired capabilities - for employment, pro-

ductive activities, political affairs or leisure, A so-
clety needs to build up human capabilities as well
as ensure equitable access to human opportunities.
Considerable human frustration results if the
scales of human development do not finely bal-
ance the two sides.

Third, a careful distinction is maintained be-
tween ends and means. People are regarded as the
ends, But means are not forgotten. The expansion
of GNP becomes an essential means for expand-
ing many human options. But the character and
distribution of economic growth are measured
against the yardstick of entiching the lives of peo-
ple. Production processes are not treated in an ab-
stract vacuum. They acquite a human context.

Fourth, the human development paradigm
embraces all of society - not just the economy. The
political, cultural and social factors are given as
much attention as the economic factors. In fact,
study of the link between the economic and the
non-economic environment is one of the most fas-
cinating and rewarding aspects of this new analysis.

Fifth, it is tecognized that people are both
the means and the ends of development. But peo-
ple are not regarded as mere instruments for pro-
ducing commodities - through an augmentation
of “human capital”. It is always remembered that
human beings are the ultimate end of develop-
ment - not convenient fodder for the materialistic
machine.

A HOLISTIC CONCEPT

Nor should human welfare concepts or social
safety nets or investment in education and health
be equated with the human development para-
digm, which includes these aspects, but only as
patts of the whole. The human development para-
digm covers all aspects of development - whether
economic growth or international trade, budget
deficits or fiscal policy, saving or investment of
technology, basic social services or safety nets for
the poor. No aspect of the development model
falls outside its scope, but the vantage point is the
widening of people’s choices and the enrichment
of their lives. All aspects of life — economic, polit-
ical or cultural - are viewed from that perspective.

Economic growth, as such, becomes only a subset
of the human development paradigm.

On some aspects of the human development
paradigm, there is fairly broad agreement:

o Development must put people at the centre of
its concerns.

e The purpose of development is to enlarge all
human choices, not just income.

e The human development paradigm is con-

cerned both with building up human capa-
bilities (through investment in people) and
with using those human capabilities fully
(through an enabling framework for growth
and employment).

o Human development has four esseatial pillars:
equality, sustainability, productivity and
empowerment, It regards economic growth
as essential but emphasizes the need to pay
attention to its quality and distribution, anal-
yses at length its link with human lives and
questions its long-term sustainability.

o The human development paradigm defines
the ends of development and analyses sensible
options for achieving them,

Despite the broad agreement on many of these -
features, there are several controversies about the
human development concept - often stemming
from some misunderstanding about the concept
itself. Fairly widespread is the mistaken view that
human development is anti-growth and that it en-
compasses only social development.

The human development paradigm consis-
tently takes the view that growth is not the end of
economic development ~ but that the absence
of growth often is. Economic growth is essential
for human development, but to fully exploit the
opportunities for improved well-being that
growth offers, it needs to be properly managed.
Some countries have been extremely successful in
managing their economic growth to improve the
human condition, others less so. So, there is no
automatic link between economic growth and
human progress. And one of the most pertinent
policy issues concerns the exact process through
which growth translates, or fails to translate, into
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human development under different development
conditions.

There are four ways to create the desir-
able links between ecopomic growth and human
development.

First, emphasis on investment in the educa-
tion, health and skills of the people can enable
them to participate in the growth process as well
as to share its benefits, principally through remu-
nerative employment, This is the growth model
adopted by China, Hong Kong, Japan, Malaysia,
the Republic of Korea, Singapore, Thailand and
many other newly industrializing countries.

Second, mote equitable distribution of in-
come and assets is critical for creating a close link
between economic growth and human develop-
ment. Wherever the distribution of income and as-
sets is very uneven (as in Brazil, Nigeria and Pak-
istan), high GNP growth rates have failed to
translate into people’s lives, The link between dis-
tribution of assets and the nature of growth can be:

o Growth-led, with favourable initial condi-
tions in asset distribution and mass educa-
tion, including the participation of people
in economic activities (China, the Republic
of Korea)

e Unfavourable initial conditions but high
growth with corrective public policy action,
including people’s participation (Chile,
Malaysia). '

e Low growth with public policy action to
provide basic social services, but normally
unsustainable over the long term (Jamaica,

Sri Lanka).

Third, some countries have managed to make sig-
nificant improvements in human development
even in the absence of good growth or good distri-
bution. They have achieved this result through
well-structured social expenditures by the govern-
ment. Cuba, Jamaica, Sri Lanka and Zimbabwe,
among others, achieved faitly impressive results
through the generous state provision of social set-
vices. So did many countties in Eastern Europe and
the Commonwealth of Independent States (CIS).
But such experiments generally are not sustainable
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unless the economic base expands enough to sup-
port the social base.

Fourth, the empowerment of people -
particularly women - is a sure way to link growth
and human development. In fact, empowerment
should accompany all aspects of life. If people can
exercise their choices in the political, social and
economic spheres, there is a good prospect that
growth will be strong, democratic, participatory
and durable.

Another misconception - closely related to
the alleged anti-growth bias of human develop-
ment models — is that human development strate-
gies have only social content, no hard economic
analysis. The impression bas grown that human
development strategies are concerned mainly with
social development expenditures {particularly in
education and health). Some analysts have gone
further and confused human development with
development only of human resources - that is,
social development expenditure aimed at strength-
ening human capabilities. Others have insisted
that human development strategies are concerned
only with human welfare aspects - or, even more
narrowly, only with basic human needs - and that
they have little to say about economic growth, pro-
duction and consumption, saving and investment,
trade and technology, or any other aspect of a
mactoeconomic framework.

These analysts do scant justice to the basic
concept of human development as a holistic de-
velopment paradigm embracing both ends and
means, both productivity and equity, both eco-
nomic and social development, both material
goods and human welfare. At best, their critiques
are based on a misunderstanding of the human de-
velopment paradigm. At worst, they are the prod-
ucts of feeble minds.

The real point of departure of human devel-
opment strategies is to approach every issue in the
traditional growth models from the vantage point
of people. Do they participate in economic growth
as well as benefit from it? Do they have full access
to the opportunities of expanded trade? Are their
choices enlarged or narrowed by new technolo-
gies? Ts economic exparnision leading to job-led
growth or jobless growth? Are budgets being bal-

anced without unbalancing the lives of future gen-
erations? Are “free” markets open to all people?
Are we increasing the options only of the present
generation or also of the future generations?

None of the economic issues is ignored, but
they all are related to the ultimate objective of de-
velopment: people. And people are analysed not
merely as the beneficiaries of economic growth
but as the real agents of every change in society
whether economic, political, social or cultural. To
establish the supremacy of people in the process of
development - as the classical writers always did -
is not to denigrate economic growth but to redis-
cover its real purpose.

Tt is fair to say that the human development
paradigm is the most holistic development model
that exists today. It embraces every development
issue, including economic growth, social invest-
ment, people’s empowerment, provision of basic
needs and social safety nets, political and cultural

freedoms and all other aspects of people’s lives. It
is neither narrowly technocratic nor overly philo-
sophical. It is a practical reflection of life itself.

Most of the recent elaboration of the human
development paradigm has been carried out by
the annual Human Development Report, which
since 1990 has been commissioned by the United
Nations Development Programme and prepared
by an independent team of eminent economists

and distinguished social scientists.

THE ADVENT OF THE
HuMAN DEVELOPMENT REPORT

In economic science, nothing is ever new, and
nothing permanent. Ideas emerge, flourish, wither
and die, to be born again a few decades later. Such
is the case for ideas about human development.
The founders of economic thought never forgot
* that the real objective of development was to ben-
it people - creating wealth was only a means.
That is why, in classical economic literature, the
occupation is with all of society, not just with
économy. Fascination with industrial chimneys
schnology did not replace eatly economists’
with real people. ’

After the Second World War, however, an
obsession grew with economic growth models and
national income accounts, What was important
was what could be measured and priced. People as
the agents of change and beneficiaries of develop-
ment wete often forgotten, Learned treatises ap-
peated on how to increase production, but little
was written on how to enhance human lives. The
delinking of ends and means began, with eco-
nomic science often obsessed with means.

The late 1980s wese ripe for a counter-offen-
sive. Tt was becoming obvious in several countries
that human lives were shrivelling even as eco-
pomic production was expanding. Some societies
were achieving fairly satisfactory levels of human
welfare even at faitly modest incomes. But no one
could miss the signs of considerable human dis-

tress in the richest societies - rising ctime.rates,
growing pollution, spreading HIV/AIDS, a weak-
ening social fabric. A high income, by itself, was
no defence against human deprivation. Nor did
high rates of economic growth automatically trans-
late into improved lives. New questions were be-
ing raised about the character, disttibution and
quality of economic growth.

Other events hastened such questioning. The
human costs of structural adjustment program-
mes in the 1980s, undertaken in many developing
countries under the aegis of the Tnternational
Monetary Fund and the World Bank, had been
extremely harsh. That prompted questions about
the human face of adjustment and about whether
alternative policy options were available to balance
financial budgets while protecting the interests of
the weakest and most vulnerable sections of so-
clety. Fast-spreading pollution started reminding
policy-makers about the external diseconomies of
conventional economic growth models. At the
same time, the strong forces of democracy started
sweeping across many lands - from the communist
countries to the developing world - raising new as-
pirations for people-centred development models.

Tn this favourable climate, 1 presented the
idea of preparing an annual human development
report to the Administrator of the United Nations
Development Programme, William Draper 11, in
the spting of 1989. He readily accepted the basic
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idea as well as its essential corollary - that such a
repott should be independent of any formal clear-
ance through the United Nations, We both recog-
nized that only a candid, uninhibited development
policy dialogue would setve the interests of the
global community,

The first Human Development Report,
published by Oxford University Press, emerged in
May of 1990, Since then, reports have been pro-
duced annually. While each report has monitored
the progress of humanity - particularly through
the country rankings in a new human development
index - each also takes up a new policy issue and
explores it in depth. This article recapitulates the
main messages of the first five reports, and then
analyses their policy impact and the healthy con-
troversies they have generated in many fields,

1990: CONCEPT AND MEASUREMENT

Concern with human development seems to be
moving to centre stage in the 1990s. For too long,
the recurrent question was, how much is a nation
producing? Increasingly, the question now being
asked is, how are its people faring? The main rea-
son for this shift is the growing recognition that
the real objective of development is to enlarge
people’s options, ‘Income is only one of those
options - and an extremely important one - but it
is not the sum-total of human life. Health, edu-
cation, physical environment and freedom - to
name a few other human choices - may be just as
important as income.

Human Development Report 1990, launched
in London on 24 May 1990, addsessed some of
these concerns and explored the relationship be-
tween economic growth and human development.
It challenged some of the conventional wisdom,
exploded some of the old myths and reached some
important policy conclusions that would have sig-
nificant implications for development strategies
for the next decade.

First, it is wrong to suggest that the develop-
ment process has failed in most developing coun-
tries in the past three decades. Judged by real in-
dicators of human development, it has succeeded
spectacularly. Average life expectancy has in-
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creased by 16 years, adult literacy by 40% and per
capita nuttitional levels by more than 20%, and
child mortality rates have been halved. In fact, de-
veloping countries have achieved in the past 30
years the kind of real human progress that indus-
trial countries took neatly a century to accomplish.
While the income gap between North and South is
still very large - with the average income of the
South 6% of that in the North - the human gaps
have been closing fast. Average life expectancy in
the South is 80% of the notthern average, adult lit-
eracy 66% and nutrition 85%.

True, the record of the developing wotld is
uneven, with disparities between regions and
countries and even within countries. And true,
there is still a large unfinished agenda of human
development - with one-fourth of the people in
developing countries still deptived of basic human
necessities, minimum incomes and decent social
services. But the overall policy conclusion is that
the development process does work, that interna-
tional development cooperation has made a differ-
ence, that the remaining agenda of human devel-
opment is manageable in the 1990s if development
priorities are properly chosen. This certainly is a
message of hope, though not of complacency.

Second, it is wrong to suggest that economic
growth is unnecessary for human development.
No sustained improvement in human well-being is

possible without growth, But it is also wrong to

suggest that high economic growth rates will auto-
matically translate into higher levels of human de-
velopment. They may or they may not. It all de-
pends on the policy choices that countries make.
And the real world offers too many uncomfortable
examples of a wide divergence between income
and human development levels. Adult literacy in
Saudi Arabia is lower than that in Sri Lanka de-
spite a per capita income that is 16 times higher.
Infant mortality in Jamaica is one-fourth that in
Brazil, despite Jamaica’s per capita income being
half that of Brazil. Life expectancy is 76 years in
Costa Rica, with a per capita income of $1,870,
but only 69 years in Oman, with a per capita in-
come of $6,140.

Why such wide divergences between income

and human development? The explanation lies in

how equitably — ot inequitably - income, physical
assets, financial credit, social sesvices and job op-
postunities are distributed. If income and human
development are to be linked more closely, coun-

" tries must adopt policies that distribute these eco-

nomic assets and opportunities more equitably.

Third, it is conceptually and practically
wrong to regard poverty alleviation as a goal dis-
tinct from human development. Most poverty can
be explained by inadequate access to income, as-
sets, credit, social services and job opportunities.
The only Jong-term remedy is to invest in poor
people, particularly in their education and train-
ing, and to bring them back into the mainstream
of development. Povesty should not be regarded
as a residual of economic growth, treated sepa-
rately without modifying the growth strategies.
Such an approach is inconsistent with human de-
velopment strategies — which are focused on in-
vestment in all the people and on their full partic-
ipation in human well-being.

Fourth, it is wrong to suggest that develop-
ing countties lack enough resources to address
their human development goals. In reality, consid-
erable potential exists for restructuring present
priorities in their national budgets and in foreign
assistance allocations. Many poot countries spend
two to three times mote on their military than on
the education and health of their people. Over-
all, Third World military spending increased by
$10 billion to $15 billion a year during the 1980s,
showing the'scope for diversion of resources it
new concepts of security evolve in the 1990s.
There also is considerable scope for saving by re-
ducing inefficient spending on patastatals, subsi-
dies to the richer sections of society and inappro-
priate priorities in the development budgets.

In bilateral foreign assistance, the share for
education and health has declined from 17% to
10% over the past decade, suggesting room for im-
proving aid allocation. Considetable scope also

" exists for restructuring internal and external debt.

So, the potential for restructuring existing priori-
ties is enormous. The scope for reallocating budg-
etary expenditure opens to serious question the
human and social costs of structural adjustment
programmes. Most budgets can be balanced with-

out unbalancing the lives of future generations.
And that is why aid donots must re-examine pol-
icy conditionality: they must insist that human in-
vestment will be the Jast item to be touched in a
budget, and only when all other options have been
explored and exhausted.

Fifth, it is wrong to pretend that markets
alone can deliver balanced patterns of economic
growth and human development. Instead, there
must be a judicious mix of market efficiency and
social compassion. The present situation in many
developing countries is topsy-turvy. Governments
are intervening inefficiently in productive pro-
cesses in agriculture and industry, where they
hardly belong, but spending inadequately (3-4%
of GNP} on social services, which should be their
primary responsibility. This situation needs to be
reversed. Also necessary is to ensure that social
safety nets are not seriously eroded in periods of
rapid growth or social transformation. Otherwise,
serious political upheavals may distupt the devel-
opment process.

The challenge now is to ensure that human
development is at the forefront of growth strate-
gies in the decade ahead. The suggested agenda
for the 1990s:

s Persuading the developing countries to pre-
pare their own human development goals
for the 1990s and to integrate these goals in
their overall growth models and investment
budgets.

e Assisting developing countsies in collecting
better data on human development indicatoss
and in undertaking more professional analysis
of the link between their economic growth
and human development.

o Analysing the impact of specific projects
and programmes on people, nos only on
production,

o Tncorporating human development concetns
in aid allocations and policy conditionality.

The 1990s offer an exciting challenge to move
from new ideas to concrete action and to treat
human beings, once again, as both the means and
the'end of development. :
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1991: FINANCING HUMAN DEVELOPMENT

Human Development Report 1991, launched in
Washington, D.C., on 23 May 1991, reached the
conclusion that restructuring existing budgets can
provide enough tesources to finance basic social
services for all the people. It is the lack of political
courage to make tough decisions, rather than the
paucity of financial resoutces, that is responsi-
ble for the current state of human neglect. There
are far too many examples of wasted resources
and wasted opportunities: rising military expen-
ditures, inefficient public enterprises, numerous
prestige projects, growing capital flight and exten-
sive corruption. If priorities are recast, most bud-
gets can accommodate more spending for human
development. As much as $50 billion a year can be
found in developing countries for urgent human
concerns, just by changing government spending
patterns,

More funds for human development can be
found by taking four actions:

® Hulting capital flight - Capital flight from
the Philippines was equal to 80% of its
outstanding debt between 1962 and 1986.

o Combating corruption - In Pakistan, public
officials’ illegitimate private gain from their
positions is unofficially estimated at 4% of
GNP,

o Reforming public enterprises — The losses
public enterprises suffer in Cameroon, for
example, exceed the country's total oil
revenue,

o Restructuring debt payments — Debt repay-
ments take a large share of government
budgets. Jordan devotes 39% of its budget
to external debt service and 18% to social
services. Internal debt now exceeds external
debt for many countries - including India,
Malaysia, Pakistan, the Philippines and
Singapore.

Four ratios could serve as the ptincipal guide to
public spending policy: the public expenditure
ratio (the percentage of national income that goes
into public expenditure earmarked for social ser-
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vices); the social allocation ratio (the percentage
of public expenditure earmarked for social ser-
vices); the social priority tatio (the percentage of
social expenditure devoted to human priority con-
cerns); and the human expenditure ratio (the per-
centage of national income devoted to human pri-
otity concerns, obtained by multiplying the first
three ratios).

These ratios tell volumes about a country’s
priorities, Argentina spent 41% of its GNP through
its government budget in 1988, yet its human ex-
penditure ratio was only 2.3%. So Argentina real-
ized that it could reduce public spending, release
more resources for private investment and eco-
nomic growth, and yet substantially increase:
spending on human priotity concerns ~ a course it
is currently embarked on.

The report came to these conclusions:

The human expenditure ratio may need to be
at least 5% of GNP if a country wishes to do
well on human development,

An efficient way to achieve this result is to
keep the public expenditure ratio moderate
(around 25%), to allocate much of this expen-
diture to the social sectors (more than 40%)
and to focus on the social priority areas (giv-
ing them more than 50%).

Government spending need not be high if
GNP growth is high and rather equitable - or
if ptivate and non-governmental organizations
(NGOs) are extremely active in the social
Sectors.

High government spending with low social
priorities is the worst case. If more than 25-
35% of national income is channelled through
the government budget, and yet less than 2%
of GNP goes to human priority concerns (as
in Brazil, Sierra Leone and Thailand in 1988),
this is the worst of all possible wotlds, The
public sector is huge, yet the majority of the
people do not gain.

L]

~® Most countries could use existing resources

more efficiently by adopting more decentral-
ized, participatory approaches to develop-
ment, by making prudent economies and
reducing unit costs, by charging many users

for the benefits they receive, and by encous-
aging private initiative in the financing and
delivery of social services.

Many developing countries spend more than 25%
of their GNP through their government budgets,
But their expenditure on human priority goals -
basic education, primary health care, rural water
supply, family planning, food subsidies, social
security - is generally less than one-tenth of their
total public spending. And only a twelfth of total
aid is earmarked for human priority goals, show-
ing the potential for releasing more resources for
human development by restructuring priorities in
aid budgets. If only one-third of today’s aid were
committed to human priority areas, the aid alloca-
tion to these areas would increase fourfold.

The plea for greater efficiency should not be
confused with indifference to economic growth or
to the mobilization of additional resources. In fact,
additional resources are needed, because all the
essential human goals for the 1990s cannot be fi-
nanced without more money. But the best argu-
ment for mobilizing more resources is to spend ex-
isting resources well. Because today’s distribution
of resources usually suits those in power and their
influential supporters, a workable political strat-
egy is needed to restructure resource allocation
ptiorities, The elements of such a strategy: em-
powering weaker groups, channelling credit to the
poor, building coalitions based on common inter-
ests, compensating powerful groups and coordi-
nating external pressures.

1992: INTERNATIONAL DIMENSIONS
OF HUMAN DEVELOPMENT

The central thesis of Human Development Re-
port 1992, launched in Stockholm on 23 April
1992, is that the search for equitable access to mar-
ket opportunities must extend beyond national
borders to the global system. Otherwise, economic
disparities between the richest and the poorest
people, having doubled over the past three
decades, are likely to explode. The income of the
vichest billion people is 150 times that of the poor-
est billion, a dangerously large gap. To put this in

perspective, the income disparity between the
richest 20% and the poorest 20% of people within
nations is far smaller - the income of the richest
fifth is five times higher in Sweden, six times
higher in Germany, nine times higher in the
United States and 32 times higher (the highest) in
Brazil. What would be considered politically and
socially unacceptable within nations is being qui-
etly tolerated at the global level.

No end appears to be in sight for these
widening gaps - since the gaps ate not only in cur-
rent levels of income but also in future market op-
portunities and in human development. The bot-
tom 20% of the world’s population receives only
1.4% of global GNP - and has a share of only 1%
in global trade, 0.2% in global commercial lending
and 1.3% in global investment. Because of the bat-
riers to the movement of goods and people and -
because poot nations pay four times higher real in-
terest rates than do the rich, global markets deny
as much as $500 billion of market opportunities to
poor nations and poor people every year — which
is ten times the foreign assistance that poor nations
receive, Precision in these numbers is not impot-
tant. What is important is that the cost of denied
market opportunities far exceeds foreign assis-
tance. It is certainly better for the poor to earn
their living than to receive indefinite and uncertain
international charity. But unless their access to
market opportunities is increased, .there is little
chance for poor people or poor nations to break
out of their poverty trap.

The situation looks even more difficult after
adding the widening disparities in higher educa-
tion, technology and information systems to the
picture. The tertiary enrolment rate in the South is
only a fifth that in the Noxth, research and devel-
opment expenditure only 4% and scientific and
technical personnel only a ninth. These' widening
human gaps have a telling impact in a wotld where
technological progress accounts for one-third to
one-half of the increases in national output. The
combination of technological disparities and lim-
ited market opportunities can be devastating.

What can be done? The primary responsibil-
ity lies with the developing countries, for global re-
forms can never substitute for national reforms.
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The developing countries must improve their eco-
nomic management, liberate their private initiative
arid invest in the education of their people and in
the technological progress of their societies. The
basis for such a further advance has already been
laid by the rapid strides in basic education and pri-
mary health care in most developing countries.
Japan, the Republic of Korea, Singapore and,
more recently, China, Malaysia and Thailand have
followed this human investment path to develop-
ment. They made spectacular increases in their
share of global markets. East and South-East Asia
doubled their share of wotld trade between 1970
and 1990, as did China. But Sub-Saharan Africa,
with minimal investments in human development,
had its share in world trade plummet to a fourth of
the 1970 level,

A fatal contradiction afflicts the global eco-
nomic system. As national markets open up - from

. New Delhi to Rio, from Moscow to Warsaw - can
global markets close down further? That is pre-
cﬁsely what is happening. The OECD nations have
become more protectionist in the past decade, just
when additional export surpluses are likely to
emerge from the liberalizing markets of develop-
ing countries and the former socialist bloc. For ex-
ample, if India follows the path of the Republic of
Kotea, it will have at least $60 billion of additional
exports to offer the world markets each year.

It does not take a genius to figure out that
the ongoing, rapid structural adjustment in the
South and in the former socialist bloc has a logical
corollary - a structural change in the North, Yet
this simple truth is being largely ignored - some-
times even bittetly contested. Buffeted by reces-
sion and unemployment, many northern econo-
mies are unprepared to invest in_changing their
production and job structures, not recognizing
that their lack of adjustment will greatly frustrate
the liberal market experiments they are so actively
encouraging all over the world.

Many of the poorest nations, particularly in
Africa, cannot even begin to fully make use of mar-
ket opportunities without additional financial help.
Market efficiency must be balanced by social eq-
uity. Even in the market economies of the United
States and the United Kingdom, about 15% of
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GNP is recycled in medicare, food stamps, unem-
ployment benefits and social security payments. In
the Nordic countries, the social safety nets consume
roughly a third of GNP. But what about the devel-
oping world, where 1.2 billion people barely sur-
vive below an absolute poverty line of about $400?
The tich nations can spare only 0.3% of GNP for
official development assistance, the closest approx-
imation to an international social safety net. This,
with about 100 million people below the official
poverty line of around $5,000 in income a year.

Even more relevant than the inadequacy
and unpredictability of such a social safety net is
whether it catches the most deserving people.
Twice as much aid per capita goes to high military
spenders in the developing world than to more
moderate military spenders. Only a quarter of
official development assistance is earmarked for
the ten countries containing three-foutths of the
world’s absolute poor, India, Pakistan and Ban-
gladesh have neasly one-half of the wotld’s poor
but get only one-tenth of total aid. Less than 7%
of global aid is spent on human priority concerns
of basic education, primary health care, family
planning, safe drinking water and nutritional pro-
grammes. Even mighty international institutions
like the World Bank and the IMF now take more
money from the developing world than they put
in, adding to the reverse transfer of around $50
billion a year to the commercial banks.

Much of today’s pattern of development co-
operation was shaped by the anxieties of the cold
war, and the link with global poverty or human de-
velopment is far from clear. A new framework of
development cooperation is needed, one focused
more directly on people.

Who can persuade the rich nations that it is
in their interest to open their markets, to design 2
people-centred framework for development coop-
eration and to prepate their economic systems for
a structural change? International institutions of
global governance - supposedly with an interna-
tional reach - are often confined to influence only
in poor nations. The IMF’s structural adjustment
programmes are enforced only in the developing
wortld - which accounts for less than 10% of global
liquidity. And as little as 7% of global trade con-

forms to the GATT rules - since textiles, agticul-
ture, tropical products, sexvices, intellectual prop-
erty and trade-related investment flows are all out-
side the GATT’s purview and awaiting the
satification of the Uruguay Round of Multilateral
Trade Negotiations. The global institutions, so
charitably described as the international economic
system, are hardly global. To make these institu-
tions truly global in their reach, in their policy
frameworks and in their management structures,
an Economic Security Council within the United
Nations is proposed as a manageable forum for
global economic policy coordination.

For the global institutions to become truly
global will take time. What about now? What
pressures are there for both North and South to
move toward equitable access to global markets,
to people-centred development cooperation and
to structural changes in their economies? For the
North, pressure could derive from a combination
of hope and fear - a mixture of self-interest and

" leadership. The high cost of protectionism must

be explained to the people. Consumers in the
United States pay $70 billion a year more in higher
prices for protected goods. There is one hopeful
sign: global military spending has been declining
since 1987. Still missing, however, s a clear link
between reduced military spending and greater
attention to the neglected national and global
human agendas. A part of the peace dividend
could be invested in worker training and in tech-
nological development to prepare the northern so-
cieties for the future,

Fear may prove to be an even greater mo-
tivating force than hope. Fear of international
migration of people - as people begin to travel
towards oppottunities when opportunities fail to
travel towards them. Or fear of the migration of
poverty - since poverty respects no international
frontiers. Or fear of global pollution and the grow-
ing threats to common survival. It may not be pos-
sible to make the world environmentally safe for
anyone unless it is made safe for everyone. The
global environment is closely linked to global

“poverty. -

For the South, the sterile dialogue of the
1970s must give way to a mote enlightened dia-

logue on new patterns of development coopera-
tion in a changing world - mutual interests, not
unilateral concessions; two-sided tesponsibility,
not one-sided accusations; more equitable access
to global opportunities, not massive transfers of fi-
nancial resources; mote open markets, not mose
managed markets. Yes, there should be pressure
for developing countties to reduce their military
expenditures. But there should be a similar pres-
sure at the global level to replace military assis-
tance by economic assistance, phase out military
bases, restrain arms shipments and eliminate ex-
pott subsidies for defence industries. And yes,
mote attention should go to reducing corruption
in developing countries. But there should be as
much accountability for the multinational corpo-
rations that bribe officials and for the banks that
patk the illegal gains of corruption - accountabil-
ity tracked by a new NGO, perhaps an Honesty
International.

1993%: PEOPLE’S PARTICIPATION

Actoss the globe, people are uniting in a common
struggle: to participate freely in the events and
processes that shape their lives, From Russia to
Poland, from the Republic of Korea to Brazil,
from the turbulent slums of Los Angeles to the
restless ghettos of Johannesburg, the forces of
people’s participation are gathering momentum.
These forces, constrained neither by time nor by
tradition, respect no geographical boundaries ot
ideological frontiers. They are the messengers of a
new age - an age of people’s participation - and
the central theme of Human Development Re-
port- 1993, launched in New Delhi on 25 May
1993,

Despite the impatient urge for people’s par-
ticipation, too many barsiers still block the way.
Our world is still a world of difference.

o It is a world where more than a billion people
still languish in absolute poverty - surviving
at the bare margins of existence, below any
common concept of human dignity.

o Ttisaworld that calmly tolerates a huge glo-
bal income disparity, with the top one billion
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people receiving 150 times more income than
the bottom one billion, even as disparities
only a tenth as large within nations are leading
to convulsions in many counities.

e It is a world where women still earn only half
as much as men and despite casting about half
the votes, secure less than 10% of the repre-
sentation in patliaments,

o It is a world where many ethnic minorities
still live like a separate nation within their
countries, creating tremendous potential for
ethnic explosions. Despite commendable
efforts at national integration in the United
States, the country’s whites rank number 1 in
the world in the human development index -
ahead of all nations - while its blacks rank
only number 31, behind Trinidad and Tobago.

Few people have the opportunity to participate
fully in the economic and political lives of their
nations. And the dangerous potential for human
strife that often emerges from the irresistible urge
for people’s participation clashing with inflexible
systems must be recognized.

Needed today is 2 fundamental change in the
management of economic and political systems -
from markets to governance to institutions of civil
society.

Today’s markets are marvels of technology,
and open markets are often the best guarantee for
unleashing human creativity. But not enough peo-
ple benefit from the opportunities that markets
notmally create. Insufficient human investment
may mean that many people enter the market at a
considerable disadvantage. With literacy rates
below 50% in South Asia and Sub-Saharan Africa,
about 2 billion people lack even the basic educa-
tion and skills to take advantage of market oppor-
tunities. The very poverty of many people makes
them uncteditworthy - and the same goes for na-
tions. Paradoxically, where the need for credit is
the greatest, the market creditworthiness may be
the lowest. In Kenya, less than 5% of institutional
credit goes to the informal sector. And the bottom
20% of the wotld’s population receives only 0.2%
of global commercial credit. People enter the mar-
kets with unequal endowments and naturally leave
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the markets with unequal rewards. It should come
as no surprise that the playing fields of life are

uneven.

Policy actions must be taken to ensure that
people participate fully in the operations of mar-
kets and share equitably in their benefits. Markets
must be made people-friendly. This is where the
state comes in - not to replace markets but to en-
able more people to share market opportunities.
The state has a major role in levelling the play-
ing field by improving the access of all people to
human resource investments, productive assets,
credit facilities, information flows and physical
infrastructure. The state also has to serve as a
referee — correcting the price signals and the in-
centive system, disallowing the exploitation of fu-
ture generations for present gains (as in the case of
the environment) and protecting the legitimate in-
terests of producess, consumers, workers and vul-
nerable groups in society. In addition, the state
must extend a social safety net to the victims of the
market-place for temporary periods - to enable
them to get back into the market to take advantage
of its full opportunities.

The presumption of a conflict between the
state and the market is thus false - and dangerous.
People must be empowered to guide both the
state and the market - to serve the interests of the
people.

That is all the more necessaty in a period in
which markets fail to create enough jobs and not
all people are participating in productive market
opportunities, even in industrial nations. Witness
the new and disturbing phenomenon: jobless
growth. Output is increasing, but jobs are lagging
way behind, In Germany, the output index in-
creased from 100 in 1960 to 268 in 1987, but the
employment index fell from 100 to 91. In devel-
oping countties, the increase in employment has
been proceeding at about half the rate of increase
in output in the past three decades. The great
strides in human productivity - thanks to automa-
tion and new technological innovations - are to be
cheered. But not enough people are participating
in this productivity growth. Rising unemployment

not only denies income opportunities - it strips

away human dignity. And merely expanding un-

employment benefits is not the solution to this dis-
turbing phenomenon of jobless growth.

Developing countries are expetiencing dou-
ble-digit unemployment rates. They need to create
one biltion new jobs in the 1990s to stay abreast of
increases in the labour force and to absorb the
reservoir of unemployed workers. They need to
learn from the experience of Japan and the indus-
trializing tigers of East Asia, and to experiment
with new employment strategies. These strategies
should stress massive investment in education,
skills and training. They should also stress the re-
structuring of the credit system to make it accessi-
ble to the majority of the people and the establish-
ment of more open, people-friendly markets, And
they should stress govetnment suppott to small-
scale enterprises and the informal sector, greater
fiscal incentives for labour-intensive technologies,
and employment safety nets in areas and periods
of severe unemployment. It would be folly for the
state to displace markets in the name of fancy em-
ployment generation schemes. But it would also be
a folly to fail to take the policy actions necessary to
open market opportunities to increasing numbers
of people - particularly investing vigorously in ed-
ucation, skills and infrastructure and opening the
credit system to more people.

The industrial nations face even more funda-
mental dilemmas. Reduced working hours, inno-
vative proposals for work-sharing and redefined
concepts of work are all on the policy agenda.
These nations may have to consider whether it is
better for most people to work five days a week -
to support some people on unemployment bene-
fits - or for all people to work, say, four days a
week. People’s participation in these decisions
may create new norms of work and employment.

At the same time, new patterns of national
and global governance are needed to accom-
modate the rising aspirations of the people. The

“nation-state is already under pressure. It is too

small for the big things, and too big for the small.
Only meaningful decentralization can take deci-
sion-making closer to the people. But new pat-
terns of global governance must be designed for
an increasingly interdependent world.

Most developing countries are overcentral-
ized. On average, less than 10% of their budgetary
spending is delegated to local levels, compared
with more than 25% in industrial nations, Even
foreign aid has a centralizing influence. Most deci-
sion-making is kept in the hands of 2 small, central
elite. These patterns of governance are inappro-
priate in societies that have considerable ethnic
and cultural diversity and where people increas-

ingly resist dictates from above. What may save

these societies from internal explosions is a sweep-
ing decentralization of decision-making powers
and faster movement towards economic and polit-
ical democracy. Unless this is done before people
begin to agitate for their rights, the change may
come too late and prove too disruptive.

Democracy is rarely so obliging as to stop at
national borders. The gathering forces of partici-
pation are likely to affect all institutions of global
governance. They may lead to more democratic
decision-making in the World Bank and the IMF
and to a strengthened socioeconomic tole for the
UN system, The new demands are for the security
of people, not just for the security of nation-states.
And the new conflicts are increasingly between
people, rather than between nations - as in Soma-
lia, Bosnia, Cambodia, Angola and Sti Lanka. Sol-
diers in uniform - even when in blue berets - are
only a poor short-tetm response to these emerging
crises. Needed instead are new participatory socio-
economic processes. To play a greater role in this
area, the UN system needs a new socioeconomnic
mandate, vastly increased financial resources, and
a manageable decision-making forum - maybe
an Economic Security Council - to meet the new
demands of preventive diplomacy and human
security.

Although the forces of people’s participation
demand new structures for markets and the state,
they can find their ultimate fulfilment only in the
institutions of a civil society that enable people
to take control of their own lives. Rule of law,
freedom of expression, non-governmental organi-
zations and other community associations are an
integral part of such a civil society. NGOs in
particular have become very important in recent
years, especially in their advocacy of such emerg-
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ing policy concerns as the environment, women’s
development, ethnic protection and human rights.
Often, people are ahead of their governments -
and by organizing themselves, they can bend their
governments to the popular will, particularly in a
democratic framework in which politicians are
sensitive to every shift in public opinion.

There has been an explosion in the number
of NGOs in the past decade, with more than

50,000 major NGOs reaching more than 250 mil- »

lion people and channelling more than $5 billion
of aid funds a year to the developing countries.
But the role of NGOs must be put in its proper
perspective. Although they create the necessary
pressure for new policy directions and often sup-
plement government action, they can never re-
place it. The scale and impact of even the most
successful of NGOs are surprisingly limited. For
instance, the Grameen Bank in Bangladesh - one
of the internationally renowned NGOs providing
credit to the poor - accounts for only 0.1% of total
national csedit. The major achievements of NGOs
lie in generating new policy pressure for change, in
organizing the weak and the vulnerable, and in de-
signing innovative ways of reaching the people in
a cost-effective manner.

In sum: people’s participation is a powerful
and overarching concept. It must inspire a search
for a people-centred world order built on five new
pillars:

o New concepts of human security that stress
the security of people, not only of nations,

o New strategies of sustainable human
development that weave development around
people, not people around development.

e New partnerships between the state and the
market, to combine market efficiency with
social compassion.

* New patterns of national and global gover-
nance, to accommodate the rising tide of
democracy and the steady decline of the
nation-state. '

o New forms of international cooperation, to
focus assistance directly on the needs of the
people rather than only on the preferences of
governments.
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The rising tide of people’s participation must be
channelled into the foundation for a new human
society - where people finally take charge of their
own destiny.

1994: HUMAN SECURITY

Human Development Report 1994, launched in
Copenhagen on 1 June 1994, underscored the new
imperatives of human secutity in the post-cold war
era. Security is now increasingly interpreted as the
security of people in their daily lives - in their
homes, in their jobs, in their streets, in their com-
munities and in their environment,

Many perceptions have to change. Human
security must be regarded as universal, global and
indivisible. Just imagine for a moment that every
drug that quietly kills, every disease that silently
travels, every form of pollution that roams the
globe and every act of senseless terrorism all car-
ried a national label of origin, much as traded
goods do. That would bring sudden realization
that human security concerns today are more glo-
bal than even global trade.

A second perception must change: it must
be recognized that poverty cannot be stopped at
national borders. Poor people may be stopped.
But not the tragic consequences of their poverty:
drugs, AIDS, pollution and terrotism. When peo-
ple travel, they bring much dynamism and creativ-
ity with them. But when only their poverty travels,
it brings nothing but human misery.

One more petception must change: it must
be seen that it is easier, more humane, and less
costly to deal with the new issues of human security
upstream rather than downstream. Did it make
sense in the past decade to incur the staggering cost
of $240 billion for HIV/AIDS treatment when in-
vesting even a small fraction of that amount in pri-
maty health care and family planning education
might havé prevented such a fast spread of this
deadly disease? Is it a great tribute to international
diplomacy to spend $2 billion in a single year on
soldiers in Somalia to deliver humanitarian assis-
tance when investing the same amount much ear-
lier in increased domestic food production and
social development might have averted the final

human tragedy - not just for one year, but for a
long time to come? Is it a reflection of human in-
genuity to spend hundreds of billions of dollars on
administrative control of drug trafficking and on
the rehabilitation of drug addicts but not even a
small part of that amount for drug education of
consumers o alternative livelihoods for producers?
It is time to fashion a new concept of human
security that s reflected not in better weapons fot
countries but in better lives for people. Countries
that have ignored the security of their people
could not protect even the security of their na-
tions. In 1980, Iraq, Somalia and Nicaragua had
the highest ratios of military to social spending. By
the 1990s, these countries were beginning to dis-
integrate. By contrast, Costa Rica invested one-
third of its national income in the education,
health and nutrition of its people and nothing in
the army that it had abolished in 1948. Any won-
der that Costa Rica survived as the only prospering
democracy in the inflamed Central America of the
past few decades?
The emerging concept of human security will
lead to many fundamental changes in thinking.
First, new models of human development
will treat GNP growth as a means, not as an end;
enhance human life, not marginalize it; replenish
natural resources, not run them down; and en-
courage grass-roots participation of people in the
events and processes that shape their lives, The
real issue is not just the level of economic growth,
but its character and distribution. Those who pos-
tulate a fundamental conflict between economic
growth and human development do no service to
the poor nations. To address poverty, economic
growth is not an option, it is an imperative. But
what type of growth? Who patticipates in it? And
who derives the benefits? These are the real issues.
For a long time, it was quietly assumed that
high levels of economic growth would automati-
cally translate into high levels of human develop-
ment. But that does not necessatily happen, so
there is no automatic link between economic
growth and human lives. The practical experience
of many nations demonstrates this reality. Sti
Lanka and Guinea show exactly the same GNP
per capita: $500. But they display stark contrasts

in the quality of life in their societies. Life ex-
pectancy is 71 years in Sri Lanka, only 44 years in
Guinea. Adult literacy is 89% in Sti Lanka, only
27% in Guinea. Infant mortality is 24 per thou-
sand in Sti Lanka and 135 in Guinea, It is not just
the level of income that matters. It is how society
spends that income. Also important are the many
choices that human beings make - particularly in
social, cultural and political areas - that may be
latgely independent of their income. The quality
of growth is more important than quantity.

The emerging concept of sustainable human
development is based on equal access to develop-
ment opportunities, for present and for future
generations. The heart of this concept is equity -
in access to opportunities, not necessatily in re-
sults. What people do with their opportunities is
their concern. But they should not be denied an
equal opportunity to develop and to use their
human capabilities. We must acknowledge the
universalism of life claims for every individual.

The concept of sustainable human develop-
ment focuses attention not only on the future gen-
erations but also on the present ones. It would be
immoral to sustain the present levels of poverty.
Development patterns that perpetuate today’s
inequities are neither sustainable nor worth sus-
taining. Indeed, an unjust world is inherently un-
sustainable. A major restructuring of the world’s
income and consumption patterns - especially a
fundamental change in the cusrent life styles of
the rich nations - may be a necessary precondi-
tion for any viable strategy of sustainable human
development. '

Second, a new framework of development
cooperation must be based on global compacts
among nations, not on charity. Foreign assistance
must emerge from the shadows of the cold war.
Fven today, foreign aid is more often linked to
strategic alliances from the past than to any spe-
cific human development, from slowing popula-
tion growth to improving the physical environ-
ment, Only one-third of official development
assistance is earmarked for the ten countries con-
taining two-thirds of the world’s absolute poor.
Twice as much ODA per capita goes to the richest
40% in the developing world as to the poorest
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40%. Less than 7% of bilateral ODA goes to the
human priority concerns of primary health care,
basic education, safe drinking water, nutrition
programmes and family planning services. So,
enormous scope still exists to get much more pol-
icy mileage and much better allocations from ex-
isting aid funds.

At the same time, the concept of develop-
ment cooperation must be broadened to include
all development flows - including trade, invest-
ment, technology and labour. It is simply unac-
ceptable that while aid transfers so few resources
to the developing world, several times more is
taken away through trade protection, immigration
batriers and an increasing debt burden, In such
a situation, it is critical for poor nations to bat-
gain for more equitable access to global market
opportunities.

The 1994 report outlined a new design for
development cooperation in the coming decades:

o Aid is regarded as an essential investment by
the rich nations in their own human security.

e Developing countries are compensated for
trade and immigration barriers imposed by
the rich nations.

e Polluting nations are made to pay for their
overuse of the global commons.

e The potential peace dividend of nearly $500
billion between 1995 and 2000 is earmarked
primarily for the priotity human development
agenda,

o Global compacts are negotiated in specific
areas - population, environment, drug
control - between rich and poor nations
based on two-way cooperation, not on
one-way conditionality or coercion,

Third, the new imperatives of global human se-
curity demand an entirely new system of global
governance - particularly a greatly strengthened
role of the United Nations in development. The
nature of conflicts has changed dramatically. Of
the 82 conflicts in the early 1990s causing more
than a thousand deaths, 79 were within - not be-
tween - nations. Many developing countries are al-
ready heading towards social disintegration, and
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behind every failed state, there lies a long trail of
failed development or unacceptably high socio-
economic disparities. These countties require pre-
ventive development, not more weapons of war.
The United Nations should be enabled to play a
more significant role in social and human develop-
ment of these poor nations. Only by designing an
eatly warning system and by undertaking up-
stream preventive development can the United
Nations help these nations avert a national col-
lapse. It can no longer fight the battles of tomor-
row with the weapons of yesterday.

In this context, the 1994 report offered at
least six concrete .proposals for consideration by
the global community:

o A world social charter, to arrive at a new
social contract among all nations and all
people.

o A 3% annual reduction in global military
spending, with 20% of the savings by rich
nations and 10% of those by poor nations
earmarked for global human security.

e A 20:20 compact for human development -
to provide basic education, primary health
care, safe drinking water and essential family
planning services to all people over the next
decade, by earmarking 20% of existing devel-
oping country budgets and 20% of existing
aid allocations to these basic human priority
concerns,

» A global human security fund - financed from
such global taxes as the “Tobin tax” on specu-
{ative movements of international funds, an
international tax on the consumption of non-
renewable energy, global environmental per-
mits and a tax on arms trade.

* A new framework of development coopera-
tion, in which developing and industrial coun-
tries would graduate from their present aid
relationship to a more mature development
partnership - by including trade, technology,
investment and labour flows in a broadet
design to be negotiated among nations,

¢ An Economic Security Council in the United

Nations, as the highest decision-making forum
to consider basic issues of human security

such as global poverty, unemployment, food
security, drug trafficking, global pollution,
international migration and a new framework
of sustainable human development.

These proposals demand much from the interna-
tional community ~ but they are feasible. What is
more, they are urgently needed if we are to design
a new architecture of peace through development
in the 21st century.

A final observation. The wortld has seen
more hopeful changes in the past decade than ever
before - from the collapse of communism to the
fall of the Berlin Wall, from the end of apartheid
in South Africa to a dim outline of peace in occu-
pied Palestine. This is the time to build a new ed-
ifice of human security throughout the world.

Since its birth in San Francisco 50 years ago,
the United Nations has committed itself to the
first pillar of global security - to freedom from
fear, to territorial security, to peace between na-
tions. Can a “second birth” of the United Nations
be engineered at the time of its 50th anniversary,
giving tise to a United Nations committed to the
second pillar of human security - to freedom from
want, to socioeconomic development, to peace
within nations? That is the supreme challenge.
And the 1994 report is a modest attempt to re-
spond to that challenge.

IMPACT OF THE HUMAN
DEVELOPMENT REPORT

The impact of the Human Development Report
on the global policy dialogue has exceeded expec-
tations. More than 100,000 copies of the repost
now circulate in 13 languages. The report has been
prescribed as a text in most leading universities -
a tribute to its professional quality. In its first
five years, it became one of the most influential
reports ~ not only for governments, donots and in-
ternational institutions but even more so for the
grass-roots movements, media and institutions
of civil society. Many commentators describe it
as one of the most eagerly awaited reports of the
year.

This response is rather unusual for a report
from the UN system, What has made the Human
Development Report an invaluable addition to
the global policy dialogue is its intellectual inde-
pendence and its professional integrity - its
courage more than its analysis. It has not hesitated
to present unpleasant facts in a fairly blunt fash-
jon. It has chosen to identify specific country ex-
petiences ~ both successes and failures - rather
than to bury them in vague generalizations. It has
quantified social progress - and even attempted
for a brief period to rank countries by political

“freedom. It has ventured into many areas where

international dialogue had remained somewhat
muted ~ from the high human costs of military
spending to the new imperatives of human secu-
tity, from lack of a clear link between ODA allo-
cations and global policy objectives to the corrup-
tion and waste in many societies.

Controversies have accompanied the report
from its inception. This was inevitable. Most gov-
ernments and their representatives abtoad do not
like to be criticized in international reports. What
irks them even more is when NGOs and the media
take up the issues in the report and generate pres-
sure for change on their own governments. The
tendency for many governments has been to go
after the messengers rather than to listen to the
message. It is a tribute to the Human Develop-
ment Report that it has withstood such onslaughts
year after year.

What is the real impact of the Human De-
velopment Repore? First, the report has greatly
influenced the global search for new development
paradigms. Tt is now broadly accepted that eco-
nomic growth does not automatically translate
into a better quality of life. For that to happen,
policies must be initiated to ensure a more equi-
table distribution of growth as well ‘as to change
the very pattetn of growth in response to people’s
aspirations, It is also recognized that development
opportunities must be created not only for the
present generations but for the future generations,
by making growth models responsive to the need
to regenerate natural capital. No debate is com-
plete today without reference to people-centred,
environmentally sound- development strategies —
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irrespective of the precise label given to such
strategies. What is more, one can detect some ac-
commodating gestures coming out of the citadels
of economic growth ~ the World Bank and the
IMF - though how far this conversion to human
development is real rather than thetorical has yet
to be seen,

Second, the Human Development Report
has helped launch many new policy proposals. For
instance, the teport has focused on the human
costs of military spending, especially in poor na-
tions, and made concrete proposals for reaping a
peace dividend by investing in people rather than
in arms. The report has also documented the great
potential for restructuring existing budgets, the
basis of the 20:20 global compact. The report has
suggested several innovations in global governance
- including the setting up of an Economic Security
Council within the United Nations to deal with
global socioeconomic issues and an international
NGO, Honesty International, to monitor cortup-
tion, Human Development Report 1994 was the
first attempt to identify a concrete agenda for the
World Summit on Social Development.

Third, the real impact of the report can be
seen in the human development strategies that
many developing countries have begun to formu-
late. Several countries have taken major steps on
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the road to formulating and implementing their
own long-term human development plans: for ex-
ample, Bangladesh, Bhutan, Bolivia, Botswana,

Cameroon, Colombia, Egypt, Ghana, Malawi,

Nepal, Pakistan, the Philippines, Tunisia and
Turkey. Many others are beginning to take con-
crete action to move towards human development
programmes, UNDP technical assistance has sup-
ported these exercises, but real leadership has
emerged within the developing countries - and the
new strategies are fully owned by the implement-
ing nations themselves.

Fourth, one of the most influential devices -
though also one of the most controversial - has
been the human development index and the
ranking of countries by this index. The index -
particularly in its disaggregated form - holds a
mitror up to all societies so that policy-makers can
see how the people in their societies live and
breathe, and where the key tension points are for
urgent attention,

ENDNOTE

* Tditors' note: This chapter has been reproduced from ex-
tracts from Mahbub ut Haq, 1995, Reflections on Human De-
velopment, chapters 2 and 3, Oxford University Press.

1.3

HuMAN CAPITAL
AND HuMAN CAPABILITY*

Amartya

I would like to comment on the connection as well
as contrast between two distinct but related areas
of investigation in understanding the processes of
economic and social development: the accumu-
lation of “human capital” and the expansion of
“human capability”. The former concentrdtes on
the agency of human beings - through skill and
knowledge as well as effort - in augmenting pro-
duction possibilities. The latter focuses on the
ability of human beings to lead lives they have rea-
son to value and to enhance the substantive
choices they have. The two perspectives cannot
but be related since both are concerned with the
role of human beings, and in particular with the
actual abilities that they achieve and acquire.

Given her personal characteristics, social back-
ground, economic circumstances, etc., a person
has the ability to do (or be} certain things that she
has reason to value. The reason for valuation can
be direct (the functioning involved may directly
enrich her life, such as being well nourished or
being healthy), or ndirect {the functioning in-
volved may contribute to further production, or
command a price in the market). The human cap-
ital perspective can - in principle - be defined
very broadly to cover both types of valuation, but
it is typically defined - by convention - primarily
in terms of indirect value: human qualities that can
be employed as “capital” in production in the way
physical capital is. In this sense, the narrower view
of the human capital approach fits into the more
inclusive perspective of human capability, which
can cover both direct and indirect consequences
of human abilities.

Considet an example. If education makes a
person mote efficient in commodity production,
then this is clearly an enhancement of human cap-
ital. This can add to the value of production in the

Sen!

economy and also to the income of the person who
has been educated. But even with the same level of
income, a person may benefit from education, in
reading, communicating, arguing, in being able to
choose in a more informed way, in being taken
more seriously by others, and so on. The benefits
of education thus exceed its role as human capital
in commodity production. The broader human-
capability perspective would record - and value -
these additional roles. The two perspectives are,
thus, closely related but distinct.

The significant transformation that has oc-
curred in recent years in giving greater recognition
to the role of “human capital” is helpful for un-
derstanding the relevance of the capability per-
spective, If a person can become more productive
in making commodities through better education,
better health, and so on, it is not unnatural to ex-
pect that she can also directly achieve more - and
have the freedom to achieve more - in leading her
life. Both perspectives put humanity at the center
of attention.

Altogether, this involves, to a great extent, a
return to an integrated approach to economic and
social development championed particularly by
Adam Smith (both in The Wealth of Nations and
in The Theory of Moral Sentiments). In analys-
ing the determination of production possibilities,
Smith emphasized the role of education as well as
division of labour, learning by doing, and skill for-
mation. The development of human capability in
leading a worthwhile life as well as in being more
productive is quite central to Smith’s analysis of
“the wealth of nations”.

Indeed, Adam Smith’s belief in the power of
education and learning was peculiarly strong, Re-
garding the debate that continues today on the
respective roles of “nature” and “nurture”, Smith
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was an uncompromising “nurturist”, and this fit-
ted in with his massive confidence in the improv-
ability of human capabilities:

The difference of natural talents in different
men is, in reality, much less than we are
aware of- and the very different genius
which appears to distinguish men of differ-
ent professions, when grown up to maturity,
is not upon many occasions so much the
cause, as the effect of division of labour. The
difference between the most dissimilar char-
acters, between a philosopber and a com-
mon street porter, for example, seems to
arise not so much from nature, as from habit,
custom, and education. When they come
into the word, and for the first six or eight
years of their existence, they were, perhaps,
very much alike, and neither their parents

nor play-fellows could perceive any remark-
able difference.?

Tt is not my purpose here to examine whether
Smith’s emphatically “nurturist” views are right,
but it is useful to see how closely he links the pro-
ductive abilities to the ability to lead different
types of lives. That connection is quite central in
seeing human capital in the broader context of the
human-capability perspective.

There is, however, also a crucial difference
between the two approaches - a difference that re-
lates to some extent to the distinction between
means and ends. The acknowledgement of the role
of human qualities in promoting and sustaining
economic growth - momentous as it is - tells us
nothing about why economic growth is sought in
the first place. If, instead, the focus is, ultimately,
on the expansion of human freedom to live the
kind of lives that people have reason to value, then
the role of economic growth in expanding these
opportunities has to be integrated into that more
foundational understanding of the process of de-
velopment as the expansion of human capability
to lead freer and more worthwhile lives.”

The distinction has a significant practical
bearing on public policy. While economic pros-
perity helps people to lead freer and more fulfill-
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ing lives, so do more education, health care, med-
ical attention, and other factors that causally influ-
ence the effective freedoms that people actually
enjoy. These “social developments” must directly
count as “developmental”, since they help us to
lead longet, freet, and more fruitful lives, in addi-
tion to the role they have in promoting produc-
tivity or economic growth or individual incomes.
(To a considerable extent the Human Devel-
opment Reports of the United Nations Develop-
ment Programme have been motivated by the
need to take a broader view of this kind.) The use
of the concept of “human capital”, which concen-
trates only on one part of the picture (an impo-
tant patt, related to broadening the account of “re-
soutces”), is certainly an enriching move, but it
needs supplementation. This is because human
beings are not merely means of production (even
though they excel in that capacity), but also the
end of the exercise.

Indeed, in arguing with David Hume, Adam
Smith had the occasion to emphasize that to see
human beings in terms of their usefulness only is
to slight the nature of humanity:

... it seems impossible that the approbation
of virtue should be of the same kind with
that by which we approve of a convenient or
a well-contrived building, or that we should
have no other reason for praising a man than
that for which we commend a chest of
drawers.t

Despite the usefulness of the concept of human’

capital as a productive resource, it is important to
see human beings in a broader perspective than
that of human capital (breaking the analogy with
“a chest of drawers”). We must go beyond the no-
tion of human capital, after acknowledging its rel-
evance and reach. The broadening that is needed
is additional and cumulative, rather than being an
alternative to the “human capital” perspective.
Finally, it is important to take note also of
the instrumental role of capability expansion in
bringing about social change (going well beyond
economic change). Capability serves as the means
not only to economic production (to which the

perspective of “human capital” usually points),

but also to social development. For example, as
various empirical studies have brought out, ex-

" pansion of female education may reduce gender

inequality in intrafamily distribution and also help
to cut down fertility rates. Expansion of basic ed-
ucation may also improve the quality of public de-
bates. These instrumental achievements may be
ultimately quite important even though the instru-
mental role involved is not that of a factor of pro-
duction in the making of conventionally defined
commodities.

In looking for a fuller understanding of the
role of human capabilities, we have to take note of:

o their direct relevance to the well-being and
freedom of people;

o their indirect role through influencing
economic production; and

o their indirect role through influencing social
change.

The relevance of the capability perspective incor-
porates each of these contributions, and the dif-
ferent contributions relate closely to each other.

ENDNOTES

* Fditors' note; This chapter is reproduced from an atticle in
World Development, 1997, 25 (12), pp. 1959-61,

1. The analysis presented here has been more fully explored in
my lectutes as Presidential Fellow at the Wotld Bank on “So-
cial Justice and Public Policy” in the fall of 1996.

2. Smith 1776 (Smith 1976, pp. 28-29).
3. 1 have tried to discuss this issue in Sen 1983 and Sen 1985.
4. Smith 1790 (Swith 1975, p. 188).
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