Chraptor 2

The Human Development
Paradigm

“That’s very important,” the King said, turning 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,” he said in a very respectful tone, but frowning and mak-
ing faces at him as he spoke.

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

" Alice in Wonderland

] /\/ he 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 social arrangements must be judged by the extent

to vwwmmw (384-322
B.C.). He argu at “wealth is evidently not the good we are seeking,
for it is merely useful and for the sake of something else.” He distin-
guished a good political arrangement from a bad one by its successes
and failures in enabling people to lead “flourishing lives”.

Immanue] 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 hurmanity, whether in their own person or in that of any other,
in évery case a§an énd withal, never as means only.” And when Adam
Smith {1723-90), that apostle of free enterp“ﬁ'gé»and private initiative,
showed his concern that economic development should enable a person
to mix freely with others without being “ashamed to appear in publick”,
he was expressing a concept of poverty that went beyond counting calo-
ries—a concept that integrated the poor into the mainstream of the com-
munity. 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.
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After the belated rediscovery of human development, 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 enlarge 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 or growth figures: greater access to knowledge, better nutri-
tion and health services, more secure livelihoods, security against crime
and physical violence, satisfying leisure hours, political and cultural free-
doms and a sense of participation in community activities. The objective
of development is to create an enabling 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 expan-
sion 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 vari-
ety of reasons.

“—T0 begin with, income may be unevenly distributed within a soci-
ety, People who have no access to income, or enjoy only limited access,
will see their choices fairly constrained. It has often been observed that
in many societies, economic growth does not trickle down.

But there is an even more fundamental reason why income expan-
sion may fail to enlarge human options, It has to do with the national
priorities chosen by the society or its rulers—guns or butter, an elitist
model of development or an egalitarian one, political authoritarianism or
political democracy, a command economy or participatory development.

No one will deny that such choices make a critical 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 expansion leads to
much less human satisfaction in a virtual 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 subsequent chapters. Yet there has long been an apparent
presumption in economic thought that such an automatic link exists.

It should also be recognized that accumulating wealth may not be
necessary for the fulfilment of several kinds of human choice. In fact,
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individuals 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 HAVETo be wealthy te respect the rights of each member. A nation
does not have to be affluent to treat women and men equally. Valuable
social and cultural traditions can be—and are—maintained at all levels
of income. '

Many human choices extend far beyond economic well-being.
Knowledge, health, a clean physical environment, political freedom and
simple pleasures of life are not exclusively, or largely, dependent on
income. National wealth can expand 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 material wealth can
obscure the goal of enriching human lives.

The human development paradigm performs an important service
in questioning the p ome
and expanding human choices. Such a ink depends on the quality and
distribution of economic growth, not only on the quantity of such
growth. A link between growth and human lives has to be created con-
sciously through deliberate public policy—such as public spending on
social services and fiscal policy 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 automatic link between

income expansion and HouriShing hufman Tives 1§ Aot rejecting growth
itself."Economic growth is essential in poor societies for reducing or
eliffitnating poverty. But the quality of this growth is just as important
as its quantity. Conscious public policy is needed to translate economic
growth into people’slives. .
How can that be done? It may require a major restructuring of eco-
nomic and political power, and the human development paradigm is
quite revolutionary in that respect. It questions the existing structure of
power. Greater links between economic growth and human choices may
require far-reaching land reform, progressive tax systems, new credit
systems to bank on the poor people, a major expansion of basic social
services to reach all the deprived population, the removal of barriers to
the entry of people in economic and political spheres and the equaliza-
tion of their access to opportunities, and the establishment of temporary
social safety nets for those who may be bypassed by the markets or pub-
lic policy actions. Such policy packages are fairly fundamental and will
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vary from one country to another. But some features are common to all
of them.

First, people are moved to centre stage. Development is analysed
and understood in terms 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 capabilities—such as improved health, knowl-
edge and skills. The other is the use people make of their acquired capa-
bilities—for employment, productive activities, political affairs or
leisure. A society needs to build up human capabilities as well as ensure
equitable access to human opportunities. Considerable human frustra-
tion results if the scales of human development do not finely balance the
two sides.

Third, a careful distinction is maintained between ends and means.
People are regarded as the end. But means are not forgotten. The expan-
sion of GNP becomes an essential means for expanding many human
options, But the character and distribution of economic growth are mea-
sured against the yardstick of enriching the lives of people. Production
processes are not treated in an abstract vacuum. They acquire a human
context.

Fourth, the human development paradigm embraces all of soci-
ety—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 fascinating and rewarding aspects of this new analysis, as subse-
quent chapters explore (particularly chapter 5).

Fifth, it is recognized that people are both the means and the
ends of development. But people are not regarded as mere instru-
ments for producing commodities—through an augmentation of
“human capital”. It is always remembered that human beings are the
ultimate end of development—not convenient fodder for the materi-
alistic machine.

Essential components of human development

There are four essential components in the human development para-
digm: equity, sustainability, productivity and _empowerment. Each of
them needs to be understood In its proper perspective, since they dis-
tinguish the human development paradigm from the more traditional
economic growth models.
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Equity

If development is to enlarge people’s choices, people must enjoy equi-
table access to opportunities. Development without equity means a
restriction of the choices of many individualsin a sociefy. Depending on
how 1nequ1tab1e the development process s, itcamdisenfranchise whole
sections of society.

Eqmty should be understood as equity in opportunities, not neces-
ith ﬂmelmﬁun'iﬁ'és i§ their own
concern: eqmty in opportunities may not always lead to similar choices
or to similar results. In fact, the diversity of outcomes in life demon-
strates that equal opportunities often lead to unequal results. Still, equity
in access to political and economic opportunities must be regarded as a
basic human right in a human development paradigm.

Equal access to opportunities is based on the philosophical foun-
dations of the universalism of life claims of everyone. The human devel-
opment paradigm values human life for itself. It does not value life
merely because people can produce material goods—important though
that is. It values life because of its built-in assumption that all individu-
als must be enabled to develop their human capabilities to the fullest and
to put those capabilities to the best use in all areas of their lives.

Equity in access to opportunities demands a fundamental restruc-
turing of power in many societies. :

¢ The distribution of productive assets may need to be changed,
especially through land reform.

e The distribution of income may require a major restructuring
through progressive fiscal policy, aimed at transferring income from the
rich to the poor.

¢ Credit systems may need an overhaul so that poor people’s
potential enterprise is regarded as sound collateral and the allocation of
bank credit is not guided only by the existing wealth of the affluent.

¢ Political opportunities may need to be equalized through voting
rights reform, campaign finance reform, and other actions aimed at lim-
iting the excessive political power of a feudal minority.

¢ Social and legal barriers that limit the access of women or of cer-
tain minorities or ethnic groups to some of the key economic and polit-
ical opportunities may have to fall.

Equity is thus a powerful concept that lies at the heart of the human
development paradigm. While traditional growth models have some-
times ignored this truth in the past few decades, the basic premise has
been valid throughout the ages, and it is firmly enshrined as a central
tenet of the human development paradigm.
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Sustainability

The next generation deserves the opportunity to enjoy the same well-
being tiatwe now enjoy, a right that makes sustainability another essen-
tial component of the human development paradigm.

The concept of sustainability is sometimes confused with the
renewal of natural resources, which is just one aspect of sustainable
development. It is the sustainability of human opportunities that must
lie at the centrSOf our concerns. And that, frTesSeTICe; Tears SustairE
ing all forms of capital-—physical, human, financial and-envirommental: -
Depleting any capital mortgages the chances for sustainable develop-
ment: it robs future generations of their options. So, the only viable
strategy for sustainable development is to replenish and regenerate all
forms of capital. In the last analysis, it is human life that must be
sustained.

This concept of sustainability does not require preserving every nat-
ural resource, species, or environment in its current form. That is envi-
ronmental Puritanism, and it has little to do with true sustainable
development. Technological progress will always create substitutes for
natural resources. And if efficient and cost-effective substitutes are avail-
able, they must be used to sustain future human choices.

What must be preserved is the capacity to produce a similar level
of human well-being—even with a stock of physical, human and natural
capital different from that we may have inherited. We do not have to
leave the natural world in exactly the shape in which we found it. That
challenge, besides being impossible, is not what sustainability means.
Sustainability is a dynamic concept that fits our changing world—not a
static picture with the world frozen at predetermined states. And it is a
matter of distributional equity—of sharing development opportunities
between present and future generations and ensuring intragenerational
and intergenerational equity in access to opportunities.

The policy implications of such a concept are profound. To begin,
sustainability does not mean sustaining present levels of poverty and
human deprivation. If the present is miserable and unacceptable to the
majority of the world’s people, it must be changed before it is sustained.
In other words, what must be sustained are worthwhile life opportuni-
ties, not human deprivation.

This also means that wide disparities in life styles within and
between nations must be re-examined. An unjust world is inherently
unsustainable—both politically and economically. We now find that it
may be environmentally unsustainable as well. There is no way to
stretch the world’s natural limits so that all poor nations can enjoy pre-
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cisely the same energy-intensive consumption life styles that prevail in
the rich nations today. Nor is it conceivable that widely different con-
sumption patterns and life styles will continue to prevail in a world that
is increasingly drawn together. An adjustment in the consumption and
life styles of the rich nations and a major redistribution of the world’s
income and resources are therefore inevitable—if the requirements of
sustainability are to be fully met.

Sustainability is an essential feature of the human development par-
adigm. It matters little whether the paradigm is labelled “sustainable
human development” or “sustainable development” or simply “human
development”. What is important is to understand that the essence of
the human development paradigm is that everyone should have equal
access to development opportunities—now and in the future. (Many
central issues of sustainable development are discussed further in
chapter 6.)

Productivity

An essential part of the human development paradigm is productivity,
which requires investments in people and an enabling macroéconomic
environment Tor them to achieve their maxirmurm potential:-Ecoromic
growth is therefore a subset of human development models—an essen-
tial part but not the entire structure.

Many East Asian societies have accelerated their growth through
tremendous investments in human capital. In fact, it is difficult to under-
stand how Japan and the Republic of Korea could emerge as the most
efficient exporters of steel and steel products, without possessing any
iron ore or coal—except in terms of their human productivity.

Most of the development literature has focused on the productivity
of human endeavour. Some recent models of development are based pri-
marily on human capital—but this unfortunately treats people only as a
means of development. While valid to some extent, it obscures the cen-
trality of people as the ultimate end of development. That is why pro-
ductivity should be treated only as one part of the human development
paradigm—with equal importance given to equity, sustainability and
empowerment.

Empowerment

The human development paradigm is neither paternalistic nor based on
charity or welfare concepts. Its focus is t by the people,
who must participate in the activities, events and processes that shape
t.heir lives. g
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The worst policy prescription for poor people and poor nations is to
place them on permanent charity. Such a strategy is neither consistent
with human dignity nor sustainable over time. That is why the human
development paradigm envisages full empowerment of the people.

A comprehensive concept, empowerment means that people are in
a position to exercise choices of their own free will. It implies a political
democracy in which people can influence decisions about their lives. It
requires economic liberalism so that people are free from excessive eco-
nomic controls and regulations. It means decentralization of power so
that real governance is brought to the doorstep of every person. It means
that all members of civil society, particularly non-governmental organi-
zations, participate fully in making and implementing decisions.

The empowerment of people requires action on several fronts. It
requires investing in the education and health of people so that they can
take advantage of market opportunities. It requires ensuring an enabling
environment that gives everyone access to credit and productive assets
so that the playing fields of life are more even. It implies empowering
both women and men so that they can compete on an equal footing.

The empowerment of people distinguishes the human development
paradigm from other development concepts with which it is normally
confused. Requiring investment in people as a prelude to equal access
to market opportunities, human development models are not basic
needs models, which require only the provision of basic social services,
normally by the state. Moreover, the human development paradigm
embraces all choices—particularly political, social and cultural—while
the basic needs concept is generally limited to economic choices.

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 parts of the whole. The
human development paradigm covers all aspects of development—
whether economic growth or international trade, budget deficits or fis-
cal policy, saving or investment or technology, basic social services or
safety nets for the poor. No aspect of the development model falls out-
side its scope, but the vantage point is the widening of people’s choices
and the enrichment of their lives. All aspects of life—economic, political
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:
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¢ Development must put people at the centre of its concerns.

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

¢ The human development paradigm is concerned both with build-
ing up human capabilities (through investment in people) and with
using those human capabilities fully (through an enabling framework
for growth and employment).

¢ Human development has four essential pillars: equity, sustain-
ability, productivity and empowerment. It regards economic growth as
essential but emphasizes the need to pay attention to its quality and dis-
tribution, analyses at length its link with human lives and questions its
long-term sustainability.

¢ The human development paradigm defines the ends of develop-
ment 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 antigrowth
and that it encompasses only social development.

The human development paradigm consistently 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 develop-
ment, 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 concérns the exact process through which
growth translates, or fails to translate, into human development under
different development conditions.

There are four ways to create the desirable links between economic
growth and human development.

First, emphasis on investment in the education, health and skills of
the people can enable them to participate in the growth process as well
as to share its benefits, principally through remunerative employment.
This is the growth model adopted by China, Hong Kong, Japan,
Malaysia, th»é-Republic of Korea, Singapore, Thailand and many other
newlyj .

Second, more equitable distribution of income and assets is critical
for creating a close link between economic growth and human devel-
opment. Wherever the distribution of income and assets is very uneven
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(as i_r_l_l_is_r_;ag'l._NigeJiaand Pakiefan\ hicrh GNP growth rates have failed

and the nature of growth Me

+ Growth- led, with favourable initial conditions in asset distribu-
tion and mass education, including the participation of people in eco-
nomic activities (China, the Republic of Korea).

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

* Low growth with public policy action to provide basic socjal ser-
vices, but normally unsustainable over the long term (Jamaica, Sri
Lanka). '

\—”ﬁir_g,gomggggmges bave mana; _gggl_t_o__r“nake significant improve-
ments in human development even.in. the ahsence of g60 “good growth or
good distribution. They have achieved this result through well-struc-
mlal expenditures by the govemment Cuba J amaica, St Sr1 Lanka

through the generous state prowsnon of soc1a1 services. So did many
countries in Eastern Europe and the Commonwealth of Independent
States (CIS). But such experiments generally are not sustainable unless
the economic base expands enough to support 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 antigrowth
bias of human development models—is that human development strate-
gies have only social content, no hard economic analysis. The impres-
siog_lm_mwn_tﬁal_hmmdenebpmeﬁ—s&ategiewmeﬁﬂté?n“ed
mainly with social development expenditures (particularly-in-edueation
med confused human
development with development only of human resources—that is, social
development expenditure aimed at strengthening 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, production and consumption, saving and investment, trade and
technology, or any other aspect of a macroeconomic framework. «

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

The real point of departure of human development 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 ben-
efit from it? Do they have full access to the opportunities of expanded
trade? Are their choices enlarged or narrowed by new technologies? Is
economic expansion leading to job-led growth or jobless growth? Are
budgets being balanced without unbalancing the lives of future genera-
tions? 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 development: 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 devel-
opment—as the classical writers always did—is not to denigrate eco-
nomic growth but to rediscover its real purpose.

It is fair to say that the human development paradigm is the most
holistic development model that exists today. It embraces every devel-
opment issue, including economic growth, social investment, 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 philosophical. It is a practical reflec-
tion 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 United Nations Development
Programme (UNDP) and prepared by an independent team of eminent
economists and distinguished social scientists under the guidance of
this author. The next chapter describes the advent of this annual report
and the gradual evolution of thinking on human development issues.
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