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Foreword

We live in stirring times. An irresistible
wave ofhuman freedom is sweeping across
many lands. Not only political systems but
economic structures are beginning to change
in countries where democratic forces had
been long suppressed. People are begin­
ning to take charge of their own destiny in
these countries. Unnecessary state inter­
ventions are on the wane. These are all
reminders of the triumph of the human
spirit.

In the midst of these events, we are
rediscovering the essential truth that people
must be at the centre of all development.
The purpose of development is to offer
people more options. One oftheir options
is access to income - not as an end in itself
but as a means to acquiring human well­
being. But there are other options as well,
including long life, knowledge, political
freedom, personal security, community par­
ticipation and guaranteed human rights.
People cannot be reduced to a single di­
mension as economic creatures. Whatmakes
them and the study of the development
process fascinating is the entire spectrum
through which human capabilities are ex­
panded and utilised.

UNDP has undertaken to produce an
annual report on the human dimension of
development. This Human Development
Report 1990 is the first such effort.

The central message of this Human
Development Report is that while growth in
national production (GDP) is absolutely
necessary to meet all essentialhuman objec­
tives, what is important is to study how this
growth translates - or fails to translate­
into human development in various socie­
ties. Some societies have achieved high
levels of human development at modest
levels ofper capita income. Other societies

have failed to translate their comparatively
high income levels and rapid economic
growth into commensurate levels ofhuman
development. What were the policies that
led to such results? In this line ofenquiry lie
promising seeds of a much better link be­
tween economic growth and human devel­
opment, which is by no means automatic.

The orientation of this Report is practi­
cal and pragmatic. It aims to analyse coun­
try experience to distill practical insights. Its
purpose is neither to preach nor to recom­
mend any particularmodel ofdevelopment.
Its purpose is to make relevant experience
available to all policymakers.

The Report is of a seminal nature. It
makes a contribution to the definition,
measurement and policy analysis ofhuman
development. It is the first in a series of
annual reports. Itopens the debate. Subse­
quent reports will go into further detail
regarding the planning, management and fi­
nancing of human development.

The Report is accompanied by the hu­
man development indicators, which as­
semble all available social and human data
for each country in a comparable form.
UNDP will undertake, along with other
agencies, a programme ofaction to compile
the missing country data and to improve the
existing statistics so that these human devel­
opment indicators come to be used over
time as a standard reference for country and
global analysis.

The preparation of this Report has been
a United Nations systemwide initiative. I
am personally grateful to all the specialised
agencies and other organisations in the UN
system, including the World Bank and the
IMF, for their wholehearted support of the
preparation of this Report. One of the inci­
dental benefits of such collaboration has
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been the emergence of a close intellectual
network within the UN system which will
also be helpful for future reports.

The Human Development Report 1990
has been prepared by a team ofUNDP staff
and eminent outside consultants under the
overall guidance ofMahbub ul Haq, former
Finance and PlanningMinister ofPakistan,
in his capacity as SpecialAdvisertome. The
views expressed in this Report are those of
the team and not necessarily shared by
UNDP or its Governing Council or the

New York
May 1,1990

member governments of UNDP. The es­
sence of any such report must be its inde­
pendence and its intellectual integrity.

I hope that this Report - and its annual
sequels - will make a significant contribu­
tion to the development dialogue in the
1990s and lead to a serious exploration of
human development programming at the
country level. UNDP stands ready to assist
this process both at the intellectual and op­
erationallevels.

William H. Draper III
Administrator UNDP

Team for the preparation of the
Human Development Report 1990

Project director
Mahbub ul Haq
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Overview

This Report is about people - and about
how development enlarges their choices. It
is about more than GNP growth, more than
income and wealth and more than produc­
ing commodities and accumulating capital.
A person's access to income may be one of
the choices, but it is not the sum total of
human endeavour.

Human development is a process of
enlarging people's choices. The most criti­
cal of these wide-ranging choices are to live
a long and healthy life, to be educated and
to have access to resources needed for a
decent standard ofliving. Additional choices
include political freedom, guaranteed
human rights and personal self-respect.

Development enables people to have
these choices. Noone canguarantee human
happiness, and the choices people make are
their own concern. But the process of
development should at least create a condu­
cive environment for people, individually
and collectively, to develop their full poten­
tial and to have a reasonable chance of
leading productive and creative lives in
accord with their needs and interests.

Human development thus concerns
more than the formation ofhuman capabili­
ties, such as improved health or knowledge.
It also concerns the use of these capabilities,
be it for work, leisure or political and cul­
tural activities. And if the scales of human
development fail to balance the formation
and use ofhuman capabilities, much human
potential will be frustrated.

Human freedom is vital for human
development. People must be free to exer­
cise their choices in properly functioning
markets, and they must have a decisive
voice in shaping their political frameworks.

OVERVIEW

Starting with this perspective, human
development is measured in this Report not
by the yardstick of income alone but by a
more comprehensive index - called the
human development index - reflecting life
expectancy, literacy and command over the
resources to enjoy a decent standard of
living. At this stage, the index is an approxi­
mation for capturing the many dimensions
ofhuman choices. It also carries some ofthe
same shortcomings as income measures. Its
national averages conceal regional and local
distribution. And a quantitative measure of
human freedom has yet to be designed.

The index does, however, have the vir­
tue of incorporating human choices other
than income, and consequently is a move in
the right direction. It also has the potential
for refinement as more aspects of human
choice and development are quantified. This
Report lays out a concrete priority agenda
for better data collection that will enable the
human development index to be used in­
creasingly as a more genuine measure of

. .
SOClOeconorruc progress.

The Report analyses the record ofhuman
development for the last three decades and
the experience of 14 countries in managing
economic growth and human development.
Several policy conclusions from this experi­
ence underpin a detailed analysis ofhuman
development strategies during the 1990s.
The Report ends with a special focus on the
problems of human development in an
increasingly urban setting. The orientation
ofthe Report is practical, looking not just at
what is to be done - but also at how.

The Report's central conclusions and
policy messages are clear, and some oftheir
salient features are summarised here.
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1. The developing countries have
made significant progress towards
human development in the last three
decades.

Life expectancy in the South rose from 46
years in 1960 to 62 years in 1987. The adult
literacy rate increased from 43% to 60%.
The under-five mortality rate was halved.
Primaryhealth care was extended to 61% of
the population, and safe drinking water to
55%. And despite the addition of 2 billion
people in developing countries, the rise in
food production exceeded the rise in popu­
lation by about 20%.

N ever before have so manypeople seen
such significant improvement in their lives.
But this progress should not generate com­
placency. Removing the immense backlog
ofhuman deprivation remains the challenge
for the 1990s. There still are more than a
billion people in absolute poverty, nearly
900 million adults unable to read and write,
1.75 billion without safe drinking water,
around 100 million completely homeless,
some 800 million who go hungry every day,
150 million children under five (one in
three) who are malnourished and 14 million
chil dren who die each year before their fifth
birthday. In many countries in Africa and
Latin America, the 1980s have witnessed
stagnation or even reversal in human
achievements.

2. North-South gaps in basic human
development have narrowed
considerably in the last three decades,
even while income gaps have widened.

In 1987 the average per capita income in the
Southwas still only 6% ofthat in the North.
But its average life expectancy was 80% of
the northern average and its average literacy
rate 66%.

Developing countries reduced their
average infant mortality from nearly 200
deaths per 1,000 live births to about 80 in
about four decades (1950-88), a feat that
took the industrial countries nearly a cen­
tury to accomplish. This is clearly a message
ofhope. The essential task of taking the de­
veloping world to an acceptable threshold
ofhuman development canbe accomplished

in a fairly manageable period and at a mod­
est cost - if national development efforts
and international assistance are properly
directed.

But this prornising trend must be seen in
its proper perspective. While North-South
gaps have narrowed in basic human sur­
vival, they continue to widen in advanced
knowledge and high technology.

3. Averages of progress in human
development conceal large disparities
within developing countries - between
urban and rural areas, between men
and women, between rich and poor.

Rural areas in the developing countries have
on the average half the access to health
services and safe drinking water that urban
areas have, and only a quarter of the access
to sanitation services.

Literacy rates for women are still only
two-thirds ofthose for men. And the mater­
nal mortality rate in the South is 12 times
that in the North - the largest gap in any
social indicator and a sad symbol of the
deprived status of women in the Third
World.

High-income groups often preempt
many ofthe benefits ofsocial services. Levels
of health, education and nutrition among
higher income groups far exceed those of
the poor in many countries. There is thus
considerable room for improvement to
ensure that the benefits of social expendi­
tures are more evenly distributed, flowing
to the very poor. The rationale for govern­
ment intervention greatly weakens if social
spending, rather than improving the distri­
bution ofincome, makes it worse.

4. Fairly respectable levels ofhuman
development are possible even at fairly
modest levels ofincome.

Life does not begin at $11,000, the average
per capita income in the industrial world.
Sri Lanka managed a life expectancy of 71
years and an adult literacy rate of87% with
a per capita income of $400.

By contrast, Brazilhas a life expectancy
ofonly 65 years, and its adult literacy rate is
78% at a per capita income of $2,020. In
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SaudiArabia, where the per capita income
is $6,200, life expectancy is only 64 years
and the adult literacy rate is an estimated
55%.

What matters is how economic growth
is managed and distributed for the benefit
of the people. The contrast is most vivid in
rankings of developing countries by their
human development index and by their
GNP per capita. Sri Lanka, Chile, Costa
Rica, Jamaica, Tanzania and Thailand,
among others, do far better in human devel­
opment than in income, showing that they
have directed more of their economic re­
sources towards human progress. Oman,
Gabon, SaudiArabia, Algeria, Mauritania,
Senegal, Cameroon and the United Arab
Emirates, among others, do considerably
worse, showing that theyhave not yet trans­
lated their income into human progress.

The valuation given to similar human
development achievements is quite differ­
ent depending on whether they were ac­
complished in a democratic or an authori­
tarian framework. A simple quantitative
measure to reflect the manyaspects ofhuman
freedom - such as free elections, multi­
partypolitical systems, an uncensored press,
adherence to the rule oflaw, guarantees of
free speech, personal security and so on­
will be designed over time and incorporated
in the human development index. Mean­
while, the Report lists the top 15 countries
that have achieved relatively high levels of
human development within a reasonably
democratic political and social framework:
Costa Rica, Uruguay, Trinidad and Tobago,
Mexico, Venezuela, Jamaica, Colombia,
Malaysia, Sri Lanka, Thailand, Turkey,
Tunisia, Mauritius, Botswana and Zim­
babwe.

5. The link between economic growth
and human progress is not automatic.

GNP growth accompanied by reasonably
equitable distribution ofincome is generally
the most effective path to sustained human
development. The Republic ofKorea shows
what is possible. But if the distribution of
income is unequal and if social expendi­
tures are low (Pakistan and Nigeria) or
distributed unevenly (Brazil), human devel-
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opment may not improve much, despite
rapid GNP growth.

Even in the absence of satisfactory
economic growth or a relatively even in­
come distribution, countries can achieve
significant improvements in human devel­
opment through well-structured public ex­
penditures. For example, during the last
three decades, Sri Lanka experienced rela­
tively slow growth, rather equally distrib­
uted, and Botswana and Malaysia had ade­
quate growth, unequally distributed. Yet all
these countries have made impressive
achievements in their human development
levels because they have had well-struc­
tured social policies and expenditures.

Costa Rica and Chile, too, have demon­
strated that dramatic human progress can
be achieved - in a short time and even
without rapid GNP growth.

But distributive policies can compen­
sate for the effects of low GNP growth or
unequal income distribution only in the
short and medium run. These policy inter­
ventions do not work indefinitely without
the nourishment thatwell-distributedgrowth
provides. In the long run, economic growth
is crucial for deterrniningwhether countries
can sustain progress in human development
or whether initial progress is disrupted or
reversed (as in Chile, Colombia, Jamaica,
Kenya and Zimbabwe).

6. Social subsidies are absolutely
necessary for poorer income groups.

The distribution of income is fairly uneven
in most of the Third World. Simply stated,
economic growth seldom trickles down to
the masses. Free market mechanisms may
be vitalfor allocative efficiency, but they do
not ensure distributive justice. That is why
added policy actions are often necessary to
transfer income and other economic oppor­
tunities to the very poor.

Food and health subsidies serve that
purpose - as long as they are properly
targetted to low-income beneficiaries and
efficiently administered. They establish an
essential safety net in poor societies that
generally do not have the social security
schemes that are familiar in the industrial
nations. Generally amounting to less than
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3% of GNP, these subsidies have not been
too costly. And when they are removed
without an alternative safety net, the ensu­
ing political and social disturbance has cost
far more than the subsidies themselves.

Social subsidies will serve the interest of
developing countries much better if more
effort is devoted to designing them as effi­
cient tools of income redistribution, with­
out hurting the efficiency ofresource alloca­
tion. Such effort is far preferable to the
usual acrimonious debate supporting or
rejecting all subsidies arbitrarily and across
the board.

7. Developing countries are not too
poor to pay for human development
and take care ofeconomic growth.

The view that human development can be
promoted only at the expense ofeconomic
growth poses a false tradeoff. It misstates
the purpose ofdevelopment and underesti­
mates the returns on investment in health
and education. These returns can be high,
indeed. Private returns to primary educa­
tion are as high as 43% inAfrica,31%inAsia
and 32% in Latin America. Social returns
from female literacy are even higher - in
terms of reduced fertility, reduced infant
mortality, lower school dropout rates, im­
proved family nutrition and lower popula­
tion growth.

Most budgets can, moreover, accom­
modate additional spending on human
development by reorienting national priori­
ties. In many instances, more than half the
spending is swallowed by the military, debt
repayments, inefficient parastatals, unnec­
essarygovernment controls and mistargetted
social subsidies. Since other resource pos­
sibilities remain limited, restructuring bud­
get priorities to balance economic and
social spending should move to the top of
the policy agenda for development in the
1990s.

Special attention should go to reducing
military spending in the Third World - it
has risen three times as fast as that in the
industrial nations in the last 30 years, and is
now approaching $200 billion a year. De­
veloping countries as a group spend more

on the military (5.5% of their combined
GNP) than on education and health
(5.3%). In many developing countries,
current military spending is sometimes two
or three times greater than spending on
education and health. There are eight times
more soldiers than physicians in the Third
World.

Governments can also do much to
improve the efficiency ofsocial spending by
creating a policy and budgetary framework
that would achieve a more desirable mix
between various social expenditures, par­
ticularly by reallocating resources:
• from curative medical facilities to pri­
mary health care programmes,
• from highly trained doctors to para­
medical personnel,
• from urban to rural services,
• from general to vocational education,
• from subsidising tertiary education to
subsidising primary and secondary educa­
tion,
• from expensive housing for the privi­
1eged groups to sites and services projects
for the poor,
• from subsidies for vocal and powerful
groups to subsidies for inarticulate and
weaker groups and
• from the formal sector to the informal
sector and the programmes for the unem­
ployed and the underemployed.

Such a restructuring ofbudget priorities
will require tremendous political courage.
But the alternatives are limited, and the
payoffs can be enormous.

8. The human costs ofadjustment are
often a matter of choice, not of
compulsion.

Since there is considerable room for reallo­
cating expenditures within existing bud­
gets, the human costs of adjustment are
often a matter of choice, not compulsion.
When there is a sudden squeeze on re­
sources, it is for policymakers to decide
whether budgetary cuts will fall on military
spending, parastatals and social subsidies
for the privileged groups - or on essential
health, education and well-targetted food
subsidies. The evidence ofthe 1980s shows
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that some countries (such as Indonesia and
Zimbabwe) protected their human devel­
opment programmes during the process of
adjustment by reorienting their budgets.
Yet in some countries where education and
health expenditures were cut, military ex­
penditures actually rose. Obviously, the
poverty oftheir economies was no barrier to
the affluence of their armies.

External donors can help protect hu­
man development by providing additional
resources to ease the pain of adjustment
and by agreeing with developing countries
on new and benign conditions for adjust­
ment assistance - conditions that would
make it clear that external assistance will be
reduced if a country insists on spending
more on its army than on its people. They
could stress the right of the recipient coun­
try - indeed its obligation - not to cut
social expenditures and subsidies that bene­
fit poorer income groups and other vulner­
able segments of the population. And they
could specify that human development
programmes should be the last, not the first,
to be reduced in an adjustment period after
all other options have been explored and
exhausted.

9. Afavourable external environment
is vital to support human development
strategies in the 1990s.

The outlook is not good. The net transfer of
resources to the developing countries has
been reversed - from a positive flow of
$42.6 billion in 1981 to a negative flow of
$32.5 billion in 1988. Primary commodity
prices have reached their lowest level since
the Great Depression of the 1930s. The
foreign debts ofdeveloping countries, more
than $1.3 trillion, now require nearly $200
billion a year in debt servicing alone.

In the 1990s the rich nations must start
transferring resources to the poor nations
once again. For this to happen, there must
be a satisfactory solution to the lingering
debt crisis - with debts written down dras­
tically, and a debt refinancing facility cre­
ated, within the existing structures of the
IMF and the World Bank, to foster an
orderly resolution of the debt problem.

OVERVIEW

10. Some developing countries,
especially in Africa, need external
assistance a lot more than others.

The least developed countries, particularly
those south of the Sahara, suffer the great­
est human deprivation. Mrica has the low­
est life expectancy of all the developing
regions, the highest infant mortality rates
and the lowest literacy rates. Its average per
capita income fell by a quarter in the 1980s.

There is thus a growing trend towards a
concentration of poverty in Mrica. Be­
tween 1979 and 1985 the number ofMrican
people below the poverty line increased by
almost two-thirds, compared with an aver­
age increase ofone-fifth in the entire devel­
oping world. That number is projected to
rise rapidly in the next few years - from
around 250 million in 1985 to more than
400 million by the end of the century.

In any concerted international effort to
improve human development in the Third
World, priority must go to Mrica. The
concept of short-term adjustment is inap­
propriate there. Required, instead, is long­
term development restructuring. Also re­
quired is a perspective ofat least 25 years for
Mrica to strengthen its human potential, its
national institutions and the momentum of
its growth. The international community
should earmark an overwhelming share of
its concessional resources for Mrica and
display the understanding and patience
needed to rebuild Mrican economies and
societies in an orderly and graduated way.

11. Technical cooperation must be
restructured if it is to help build human
capabilities and national capacities in
the developing countries.

The record is not reassuring. Inmany devel­
oping countries the amount of technical
assistance flowing each year into the salaries
and travel of foreign experts exceeds by far
the national civil service budget. Unem­
ployment of trained personnel and a na­
tional civil service demoralised by low salary
levels often exist side by side with large
numbers of foreign, high-priced experts
and consultants. In some countries, there
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continues to be an acute lack of trained
national personnel. Technical assistance to
Mrica amounts to $4 billion a year - as
much as $7 a person. Butinstitution-build­
ing and the expansion ofhuman capabilities
has been grossly inadequate in most of the
region.

More successful technical cooperation
in the 1990s requires that programmes focus
more on human development issues. This
will broaden the basis for more effective
national capacity-building - through the
exchange of experience, the transfer of
competence and expertise and the fuller
mobilisation and use of national develop­
ment capacities. Emphasis must be placed
on improving the availability of relevant
social indicators and on assisting develop­
ing countries in formulating their own hu­
man development plans. The yardstick for
measuring the success and impact of techni­
cal assistance programmes mustbe the speed
with which they phase themselves out.

12. A participatory approach­
including the involvement ofNGOs­
is crucial to any strategy for successful
human development.

Many overplanned, overregulated econo­
mies are now embracing greater market
competition. Increasingly, the role of the
state is being redefined: it should provide
an enabling policy environment for efficient
production and equitable distribution, but
it should not intervene unnecessarily in the
workings of the market mechanism.

The movement of nongovernmental
organisations (NGOs) and other self-help
organisations has gained considerable
momentum and proven its effectiveness in
enablingpeople to help themselves. NGOs
are generally small, flexible and cost-effec­
tive, and most of them aim at building self­
reliant development. They recognise that
when people set their own goals, develop
their own approaches and take their own
decisions, human creativity and local prob­
lem-solving skills are released, and the re­
sulting development is more likely to be
self-sustaining. A comprehensive policy for
the participation of N Gas is essential for
anyviable strategy ofhuman development.

13. A significant reduction in
population growth rates is absolutely
essential for visible improvements in
human development levels.

The number of people in developing coun­
tries - having increased from 2 billion in
1960 to an estimated 4billionin 1990- will
probably reach 5 billion in 2000. The de­
cline in the population growth rate - from
2.3% a year during 1960-88 to an estimated
2.0% during 1988-2000-is insufficient to
make a dent in the overall demographic
picture. More vigorous efforts are required
to reduce populationgrowth in the develop­
ing world, above all in Mrica and South
Asia. There is an urgent need to strengthen
programmes offamily planning, female lit­
eracy' fertility reduction and maternal and
child health care.

The world's demographic balance is
shifting fast. The share of the developing
countries inworld population is expected to
grow from 69% in 1960 to 84% by 2025, and
that ofthe industrial nations to shrink from
31% to 16%. Even more telling, 87% of all
new births are in the Third World, and only
13% in the industrial nations.

If the developing world's new genera­
tions cannot improve their conditions
through liberal access to international assis­
tance, capital markets and the opportuni­
ties for trade, the compulsion to migrate in
search of better economic opportunities
will be overwhelming- a sobering thought
for the 1990s, one that spotlights the urgent
need for a better global distribution of
development opportunities.

14. The very rapid population growth
in the developing world is becoming
concentrated in cities.

Between 1950 and 1987 the number of
urban dwellers in developing countries more
than quadrupled, from 285 million to one
and a quarter billion. Their number is likely
to increase to nearly 2 billion by 2000, when
eight of the 10 largest mega-cities (each
with 13 million people or more) will be in
the Third World. This process of urbanisa­
tion seems to be inevitable, as various at­
tempts to discourage urban migration have

OVERVIEW



These, then, are the main policy conclusions
and policy messages of this first Human
DevelopmentReport. Far from answering all
questions in this first effort, the findings and
conclusions often point to issues requiring
deeper analysis and more meticulous re­
search: What are the essential elements of
strategies for planning, managing, and fi­
nancing human development? What are
the requirements of a practical framework
for participatory development? What is a
conducive external environment for human
development? These and related questions
will set the agenda for future Human Devel­
opment Reports.

ertyoften causes deforestation, desertifica­
tion' salination, poor sanitation and pol­
luted and unsafe water. And this environ­
mental damage reinforces poverty. Many
choices that degrade the environment are
made in the developing countries because
ofthe imperative ofimmediate survival, not
because ofa lack ofconcern for the future.
Any plans of action for environmental im­
provement must therefore include program­
mes to reduce poverty in the developing
world.

If environmental problems are seen in
the above perspective, it will help ensure
that global ecological security is viewed as a
unifying link, not a divisive issue, between
the North and the South. Further, the
additional costs of environmental protec­
tion must come largely from the rich nations
since they are responsible for a major part of
environmental degradation. With 20% of
the world's population, they emit more than
half the greenhouse gases that warm our
planet. It is mainly the willingness of the
rich nations to change their environmental
policies, to transfer environmentally sound
technologies and to provide additional re­
sources that can ensure the protection of
our global commons.

for the most part failed.
The urban challenge for planners and

policymakers in developing countries dur­
ing the 1990s will be to identify and imple­
ment innovative programmes to deal with
four critical issues.
• Decentralising power and resources
from the central government to municipal­
ities.
• Mobilisingmunicipal revenue from local
sources with the active participation ofpri­
vate and community organisations.
• Emphasising "enabling" strategies for
shelter and infrastructure, including assis­
tance targeted to weaker groups.
• Improving the urban environment,
especially for the vast majority of urban
poor in slums and squatter settlements.

The effectiveness of government re­
sponses to these issues will largely deter­
mine human development in the urban
setting.

15. Sustainable development
strategies should meet the needs of the
present generation without
compromising the ability offuture
generations to meet their needs.

On this, the consensus is growing. But the
concept ofsustainable development is much
broader than the protection of natural re­
sources and the physicalenvironment. Mer
all, it is people, not trees, whose future
choices have to be protected. Sustainable
development therefore must also include
the protection of future economic growth
and future human development. Any form
ofdebt - financial debt, the debt ofhuman
neglect or the debt ofenvironmental degra­
dation - is like borrowing from the next
generations. Sustainable development
should aim at limiting all these debts.

Poverty is one of the greatest threats to
the environment. In poor countries, pov-
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Defining and measuring human
development

People are the real wealth of a nation. The
basic objective ofdevelopment is to create
an enabling environment for people to en­
joy long, healthy and creative lives. This
may appear to be a simple truth. But it is
often forgotten in the immediate concern
with the accumulation ofcommodities and
financial wealth.

Technical considerations of the means
to achieve human development - and the
use of statistical aggregates to measure
national income and its growth - have at
times obscured the fact that the primary
objective of development is to benefit
people. There are two reasons for this.
First, national income figures, useful though
they are for many purposes, do not reveal
the composition ofincome or the real bene­
ficiaries. Second, people oftenvalue achieve­
ments that do not show up at all, or not
immediately, in higher measured income or
growth figures: better nutrition and health
services, greater access to knowledge, more
secure livelihoods, better working condi­
tions, security against crime and physical
violence, satisfyingleisure hours, and a sense
of participating in the economic, cultural
and political activities oftheir communities.
Ofcourse, people also want higher incomes
as one of their options. But income is not
the sum total of human life.

This way oflooking at human develop­
ment is not really new. The idea that social
arrangements must be judged by the extent
to which they promote "human good" goes
back at least to Aristotle. He also warned
against judging societies merely by such
things as income and wealth that are sought
not for themselves but desired as means to
other objectives. "Wealth is evidently not
the good we are seeking, for it is merely
useful and for the sake of something else."

Aristotle argued for seeing "the differ­
ence between a good political arrangement
and a bad one" in terms ofits successes and
failures in facilitating people's ability to lead
"flourishing lives". Human beings as the
real end of all activities was a recurring
theme in the writings of most of the early
philosophers. Emmanuel Kant 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."

The same motivating concern can be
found in the writings of the early leaders of
quantification in economics - William
Petty, Gregory King, Fran<;:ois Quesnay,
Antoine Lavoisier andJoseph Lagrange, the
grandparents of GNP and GDP. It is also
clear in the writings of the leading political
economists - Adam Smith, David Ricardo,
Robert Malthus, Karl Marx andJohn Stuart
Mill.

But excessive preoccupation with GNP
growth and national income accounts has
obscured that powerful perspective, sup­
planting a focus on ends by an obsession
with merely the means.

Recent development experience has
once again underlined the need for paying

TABLE 1.1
GNP per capita and selected social indicators

GNP per Life
capita expectancy

Country (US$) (years)

Modest GNP per capita with high human development
Sri Lanka 400 71
Jamaica 940 74
Costa Rica 1,610 75

High GNP per capita with modest human development
Brazil 2,020 65
Oman 5,810 57
Saudi Arabia 6,200 64

Adult
literacy

(%)

87
82
93

78
30
55

Infant
mortality

(per 1,000
live births)

32
18
18

62
40
70
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Human development is a process of en­
larging people's choices. In principle,
these choice can be infinite and change
over time. But at all levels of develop­
ment, the three essential ones are for
people to lead a long and healthy life, to

acquire knowledge and to have access to
resources needed for a decent standard
ofliving. Ifthese essential choices are not
available, many other opportunities
remain inaccessible.

But human development does not
end there. Additional choices, highly
valued by many people, range from po­
litical, economic and social freedom to
opportunities for being creative and
productive, and enjoying personal self­
respect and guaranteed human rights.

Human
development is
the process
ofenlarging
people's choices

BOX 1.1

close attention to the link between eco­
nomic growth and human development­
for a variety of reasons.
• Many fast-growing developing countries
are discovering that their high GNP growth
rates have failed to reduce the socioeco­
nomic deprivation ofsubstantial sections of
their population.
• Even industrialnations are realizing that
high income is no protection against the
rapid spread of such problems as drugs,
alcoholism, AIDS, homelessness, violence
and the breakdown of family relations.
• At the same time, some low-income
countries have demonstrated that it is pos­
sible to achieve high levels ofhuman devel­
opment if they skilfully use the available
means to expand basic human capabilities.
• Human development efforts in many
developing countries have been severely
squeezed by the economic crisis ofthe 1980s
and the ensuing adjustment programmes.

Recent development experience is thus
a powerful reminder that the expansion of
output and wealth is only a means. The end
ofdevelopment must be human well-being.
How to relate the means to the ultimate end
should once again become the central focus
ofdevelopment analysis and planning.

How can economic growth be managed
in the interest of the people? What alterna­
tive policies and strategies need to be pur-

Human development defined

Human development has two sides:
the formation of human capabilities ­
such as improved health, knowledge and
skills - and the use people make of their
acquired capabilities - for leisure, pro­
ductive purposes or being active in cul­
tural, social and political affairs. If the
scales of human development do not
finely balance the two sides, considerable
human frustration may result.

According to this concept of human
development, income is clearly only one
option that people would like to have,
albeit an important one. But it is not the
sum total of their lives. Development
must, therefore, be more than just the ex­
pansion of income and wealth. Its focus
must be people.

sued if people, not commodities, are the
principal focus ofnational attention? This
Report addresses these issues.

Defining human development

Human development is aprocess ofenlarg­
ing people's choices. The most critical ones
are to lead a long and healthy life, to be
educated and to enjoy a decent standard of
living. Additional choices include political
freedom, guaranteed human rights and self­
respect - what Adam Smith called the
ability to mix with others without being
"ashamed to appear in publick" (box 1.1).

It is sometimes suggested that income is
a good proxy for all other human choices
since access to income permits exercise of
every other option. This is only partly true
for a variety of reasons:
• Income is a means, not an end. It may
be used for essential medicines or narcotic
drugs. Well-being of a society depends on
the uses to which income is put, not on the
level ofincome itself.
• Country experience demonstrates sev­
eral cases ofhigh levels ofhuman develop­
ment at modest income levels and poor
levels ofhuman development at fairly high
income levels.
• Present income of a country may offer
little guidance to its future growth pros­
pects. Ifit has already invested in its people,
its potential income may be much higher
than what its current income level shows,
and vice versa.
• Multiplying human problems in many
industrial, rich nations show that high in­
come levels, by themselves, are no guaran­
tee for human progress.

The simple truth is that there is no
automatic link between income growth and
human progress. The main preoccupation
ofdevelopment analysis should be how such
a link can be created and reinforced.

The term human development here de­
notes both theprocess ofwidening people's
choices and the level of their achieved well­
being. It also helps to distinguish clearly
between two sides ofhuman development.
One is the formation ofhuman capabilities,
such as improved health orknowledge. The
other is the use that people make of their
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BOX 1.2
What price human life?

The key indicators

Measuring human development

tress, deprivation and the fear of prema­
ture death. They certainly attach a higher
value to longer life expectancy.

Longevity also helps in the pursuit of
some of life's other most valued goals.
Living long may not be people's only
objective, but their other plans and
ambitions clearly depend on having a
reasonable life span to develop their
abilities, use their talents and carry out
their plans.

A long life correlates closely with
adequate nutrition, good health and
educationand othervalued achievements.
Life expectancy is thus a proxy measure
for several other important variables in
human development.

The use of life expectancy as one of the
principal indicators of human develop­
ment rests on three considerations: the
intrinsic value of longevity, its value in
helping people pursue various goals and
its association with other characteristics,
such as good health and nutrition.

The importance of life expectancy
relates primarily to the value people at­
tach to living long and well. That value is
easy for theorists to underestimate in
countries where longevity is already high.
Indeed, when life expectancy is veryhigh,
the challenge of making the lives of the
old and infirm happy and worthwhile
may be regarded by some as an exacting
task. For the less fortunate people of the
world, however, life is battered by dis-

This Report suggests that the measurement
ofhuman development should for the time

Human development as defined in this
Report thus embraces many of the earlier
approaches to human development. This
broad definition makes it possible to cap­
ture better the complexity ofhuman life­
the many concerns people have and the
many cultural, economic, social and politi­
cal differences in people's lives throughout
the world.

The broad definition also raises some
questions: Does human development lend
itself to measurement and quantification?
Is it operational? Can it be planned and
monitored?

In any system for measuring and monitoring
human development, the ideal would be to
include many variables, to obtain as com­
prehensive a picture as possible. But the
current lack of relevant comparable statis­
tics precludes that. Nor is such comprehen­
siveness entirely desirable. Too many indi­
cators could produce a perplexing picture
- perhaps distracting policymakers from
the main overall trends. The crucial issue
therefore is ofemphasis.

acquired capabilities, for work or leisure.
This way of looking at development

differs from the conventional approaches to
economic growth, human capital forma­
tion, human resource development, human
welfare or basic human needs. It is neces­
sary to delineate these differences clearly to
avoid any confusion:
• GNP growth is treated here as being
necessary but not sufficient for human
development. Humanprogress may be lack­
ing in some societies despite rapid GNP
growth or high per capita income levels
unless some additional steps are taken.
• Theories of human capital formation
and human resource development view
human beings primarily as means rather
than as ends. They are concerned only with
the supply side - with human beings as in­
struments for furthering commodity pro­
duction. True, there is a connection, for
human beings are the active agents of all
production. But human beings are more
than capital goods for commodity produc­
tion. They are also the ultimate ends and
beneficiaries ofthis process. Thus, the con­
cept ofhuman capital formation (or human
resource development) captures only one
side ofhuman development, not its whole.
• Human welfare approaches look at
human beings more as the beneficiaries of
the development process than as partici­
pants in it. They emphasise distributive
policies rather than production structures.
• The basic needs approach usually con­
centrates on the bundle of goods and ser­
vices that deprived population groups need:
food, shelter, clothing, health care and water.
It focuses on the provision of these goods
and services rather than on the issue of
human choices.

Humandevelopment, bycontrast, brings
together the production and distribution of
commodities and the expansion and use of
human capabilities. It also focusses on
choices - on what people should have, be
and do to be able to ensure their own
livelihood. Human development is, more­
over, concerned not only with basic needs
satisfaction but also with human develop­
ment as a participatory and dynamic proc­
ess. It applies equally to less developed and
highly developed countries.

DEFINING AND MEASURING HUMAN DEVELOPMENT 11



BOX 1.3

What national averages conceal

GNP Real GDP Distribution-
per caf:ita per caf:ita Gini adjusted GDP

(US) (PPP ) coefficient per capita
Country 1987 1987 of inequality (PPP$)

Panama 2,240 4,010 .57 1,724
Brazil 2,020 4,310 .57 1,852
Malaysia 1,810 3,850 .48 2,001
Costa Rica 1,610 3,760 .42 2,180

being focus on the three essential elements
of human life -longevity, knowledge and
decent living standards.

For the first component-longevity­
life expectancy at birth is the indicator. The
importance of life expectancy lies in the
common belief that a long life is valuable in
itself and in the fact that various indirect
benefits (such as adequate nutrition and
good health) are closely associated with
higher life expectancy. This association
makes life expectancy an important indica­
tor of human development, especially in
view of the present lack of comprehensive
information about people's health and nu­
tritional status (box 1.2).

For the second key component ­
knowledge - literacy figures are only a
crude reflection of access to education,
particularly to the good quality education so
necessary for productive life in modern
society. But literacy is a person's first step in
learning and knowledge-building, so liter­
acy figures are essential in any measurement
of human development. In a more varied
set of indicators, importance would also
have to be attached to the outputs of higher
levels of education. But for basic human
development, literacy deserves the clearest
emphasis.

The third key component of human
development - command over resources
needed for a decent living - is perhaps the
most difficult to measure simply. It requires
data on access to land, credit, income and
other resources. But given the scarce data
on many of these variables, we must for the
time being make the best use of an income
indicator. The most readily available in­
come indicator - per capita income - has
wide national coverage. But the presence of
nontradable goods and services and the
distortions from exchange rate anomalies,
tariffs and taxes make per capita income
data in nominal prices not very useful for
international comparisons. Such data can,
however, be improved by using purchasing­
power-adjusted real GDP per capita fig­
ures, which provide better approximations
of the relative power to buy commodities
and to gain command over resources for a
decent living standard.

A further consideration is that the indi­
cator should reflect the diminishing returns
to transforming income into human capa­
bilities. In other words, people do not need
excessive financial resources to ensure a
decent living. This aspect was taken into
account by using the logarithm of real GDP
per capita for the income indicator.

All three measures of human develop­
ment suffer from a common failing: they are
averages that conceal wide disparities in the
overall population. Different social groups
have different life expectancies. There of­
ten are wide disparities in male and female
literacy. And income is distributed un­
evenly.

The case is thus strong for making dis­
tributional corrections in one form or an­
other (box 1.3). Such corrections are espe­
cially important for income, which can grow
to enormous heights. The inequality pos­
sible in respect of life expectancy and liter­
acy is much more limited: a person can be
literate only once, and human life is finite.

Reliable and comparable estimates of
inequality of income are hard to come by,
however. Even the Gini coefficient, proba­
bly the most widely used measure ofincome
inequality, is currently available for fewer
than a quarter of the 130 countries in the
Human Development Indicators at the end

Costa Rica, Malaysia, Brazil, Panama.
The average value of literacy, life

expectancy and other indicators can be
similarly adjusted. There is agreat deal of
technical literature on the subject, but
the basic approach is simple. If inequal­
ity is seen as reducing the value of aver­
age achievement as given by an un­
weighted mean, that average value can
be adjusted by the use of inequality
measures. Such distributional correc­
tions can make a significant difference to
evaluations of country performance.

Averages of per capita income often
conceal widespread human deprivation.
Look at Panama, Brazil, Malaysia and
Costa Rica in the table below. That is the
orderoftheir ranking by GNP per capita.

If the GNP figures are corrected for
variations in purchasing power in differ­
ent countries, the ranking shifts some­
what - to Brazil, Panama, Malaysia and
Costa Rica.

But ifdistributional adjustments are
made using each country's Gini coeffi­
cient, the original ranking reverses to
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BOX 1.4

Constructing a human development index

the percentage value of the same absolute
increase in life expectancy.

Raising a person's life expectancy from
40 years to 50 years would thus appear to be
a larger achievement than going from 60
years to 70 years. In fact, raising life expec­
tancy from the terribly low level of 40 years
to 50 years is achievable through such rela­
tively easy measures as epidemic control.
But irnprovinglife expectancy from 60 years
to 70 years may often be a much more
difficult and more creditable accomplish­
ment. The shortfall measure of human

of this Report - and many of those esti­
mates are far from dependable. Distribu­
tional data for life expectancy and literacy
by income group are not being collected,
and those available on rural-urban and male­
female disparities are still too scant for inter­
national comparisons.

The conceptual and methodological
problems of quantifying and measuring
human development become even more
complex for political freedom, personal
security, interpersonal relations and the
physical environment. But even if these
aspects largely escape measurement now,
analyses of human development must not
ignore them. The correct interpretation of
the data on quantifiable variables depends
on also keeping in mind the more qualita­
tive dimensions ofhuman life. Special effort
must go into developing a simple quantita­
tive measure to capture the many aspects of
human freedom.

Attainments and short/ails

Progress in human development has two
perspectives. One is attainment: what has
been achieved, with greater achievements
meaning better progress. The second is the
continuing shortfall from a desired value or
target.

In many ways the two perspectives are
equivalent - the greater the attainments,
the smaller the shortfalls. But they also have
some substantive differences. Disappoint­
ment and dismay at low performance often
originate in the belief that things could be
much better, an appraisal that makes the
concept of a shortfall from some acceptable
level quite central. Indeed, human dep­
rivation and poverty inevitablyinvoke short­
falls from some designated value, repre­
senting adequacy, acceptability or achieva­
bility.

The difference between assessing at­
tainments and shortfalls shows up more
clearly in a numerical example. Perfor­
mances often are compared in percentage
changes: a 10-year rise in life expectancy
from 60 years to 70 years is a 17% increase,
but a 1O-year rise in life expectancy from 40
years to 50 years is a 25% increase. The less
the attainment already achieved, the higher

Human deprivation and development
have many facets, so any index of human
progress should incorporate a range of
indicators to capture this complexity. But
having too many indicators in the index
would blur its focus and make it difficult
to interpret and use. Hence the need for
compromise - to balance the virtues of
broad scope with those of retaining sen­
sitivity to critical aspects of deprivation.

This Report has chosen three types
of deprivation as the focus of artention:
people's deprivation in life expectancy,
literacy and income for a decent living
standard. Each measure could have been
further refined (especially by making dis­
tributional adjustments) ifthere had been
adequate comparable data. But in the
absence of such data, the focus here rep­
resents a move in the right direction ­
away from the narrow and misleading at­
tention to only one dimension of human
life, whether economic or social.

The first two indicators - life ex­
pectancy and adult literacy - are com­
monly used concepts. But the third ­
the purchasing power to buy commodi­
ties for satisfying basic needs - is not as
well understood. The GNP figures typi­
cally used for international comparisons
do not adequately account for national
differences in purchasing power or the
distortingeffectofofficialexchange rates.
To overcome these inadequacies, we use
here the purchasing-power-adjusted
GDP estimates developed in the Inter­
nationalPrice Comparison Project, a col­
laborative effort of the UN Statistical
Office, the World Bank, EUROSTAT,
OECD, ECE and ESCAP, now being
expanded by USAID. And since there
are diminishing returns in the conversion

of income into the fulfilment of human
needs, the adjusted GDP per capita fig­
ures have been transformed into their
logarithms.

To construct a composite index, a
minimum value (the maximum depriva­
tion set equal to one) and a desirable or
adequate value (no deprivation set equal
to zero) had to be specified for each of
the three indicators.

The minimum values were chosen
by taking the lowest 1987 national value
for each indicator. For life expectancy at
birth, the minimum value was 42 years, in
Afghanistan, Ethiopia and Sierra Leone.
For adult literacy, itwas 12%, in Somalia.
For the purchasing-power-adjusted GDP
per capita, the value was $220 (log value
2.34), in Zaire.

The values of desirable or adequate
achievement were Japan's 1987 life ex­
pectancy at birth of 78 years, an adult
literacy rate of 100%, and the average
official "poverty line" income in nine in­
dustrial countries, adjusted by purchas­
ing power parities, of $4,861. The nine
countries areAustralia, Canada, the Fed­
eral Republic of Germany, the Nether­
lands, Norway, Sweden, Switzerland, the
United Kingdom and the United States.

The minimum and desirable or ade­
quate values are the end-points of a scale
indexed from one to zero for each meas­
ure of deprivation. Placing a country at
the appropriate point on each scale and
averaging the three scales gives its aver­
age human deprivation index, which when
subtracted from 1gives the human devel­
opment index (HDI). A mathematical
formulation of the HDI is given in tech·
nical note 3.
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Country ranking by HDI and GNP

The human development index ranks coun­
tries very differently from the way GNP per
capita ranks them. The reason is that GNP
per capita is only one of life's many dimen­
sions, while the human development index
captures other dimensions as well.

Sri Lanka, Chile, Costa Rica, Jamaica,
Tanzania and Thailand, among others, do
far better on their human development
ranking than on their income ranking, show­
ing that they have directed their economic
resources more towards some aspects of
human progress. But Oman, Gabon, Saudi

sense of well-being. There thus is merit in
trying to construct a composite index of
human development.

Past efforts to devise such an index have
not come up with a fully satisfactory meas­
ure (see technical note 1). They have fo­
cussed either on income or on social indica­
tors, without bringing them together in a
composite index. Since human beings are
both the means and the end of develop­
ment, a composite index must capture both
these aspects. This Report carries forward
the search for a more appropriate index by
suggesting an index that captures the three
essential components of human life -lon­
gevity, knowledge and basic income for a
decent livingstandard. Longevityand knowl­
edge refer to the formation of human capa­
bilities, and income is a proxy measure for
the choices people have in putting their
capabilities to use.

The construction of the human devel­
opment index (HDI) starts with a depriva­
tion measure (box 1.4). For life expectancy,
the target is 78 years, the highest average life
expectancy attained by any country. The
literacy target is 100%. The income target is
the logarithm of the average poverty line
income of the richer countries, expressed in
purchasing-power-adjusted international
dollars. Human development indexes for
130 countries with more than a million
people are presented in the Human Devel­
opment Indicators, table 1. Those for an­
other 32 countries with fewer than a million
people are in the Human Development
Indicators, table 25.

HDI
0.5 1.0

The human development index

progress captures this better than the attain­
ment measure does.

Taking once again the example of life
expectancy, if 80 years is the target for
calculating shortfalls, a rise of life expec­
tancy from 60 years to 70 years is a 50%
reduction in shortfall- halving it from 20
years to 10 years. That is seen as a bigger
achievement than the 25% reduction in
shortfall (from 40 years to 30 years) when
raising life expectancy from 40 years to 50
years.

The shortfall thus has two advantages
over the attainment in assessing human
progress. It brings out more clearly the dif­
ficulty of the tasks accomplished, and it
emphasises the magnitude of the tasks that
still lie ahead.

People do not isolate the different aspects
of their lives. Instead, they have an overall
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FIGURE 1.2

Ranking of countries' GNP per capita and HOI
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The chart shows two separate distributions of countries. The upper curve represents their
ranking according to the human development index while the lower curve shows their
ranking according to GNP per capita. The two curves reveal that the disparity among

countries is much greater in income than in human development. There is no automatic link
between the level of per capita income in a country and the level of its human development.
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BOX 1.5

Freedom and human development

Human development is incompletewith­
out human freedom. Throughout his­
tory, people have been willing to sacrifice
their lives to gain national and personal
liberty. We have witnessed only recently
an irresistible wave of human freedom
sweep across Eastern Europe, South
Mrica and many other parts ofthe world.
Anyindex ofhuman development should
therefore give adequate weight to a
society's human freedom in pursuit of
material and social goals. The valuation
we put on similar human development
achievements in different countries will
be quite different depending on whether
they were accomplished in a democratic
or an authoritarian framework.

While the need for qualitative judge­
ment is clear, there is no simple quantita­
tive measure available yet to capture the
many aspects of human freedom - free
elections, multiparty political systems,
uncensored press, adherence to the rule
of law, guarantees of free speech and so
on. To some extent, however, the human
qevelopmentindex (HDI) captures some
aspects ofhuman freedom. Forexample,
if the suppression of people suppresses

their creativity and productivity, that
would show up in income estimates or
literacy levels. In addition, the human
development concept, adopted in this
Report, focusses on people's capabilities
or, in other words, people's strength to

manage their affairs - which, after all, is
the essence of freedom.

For illustrative purposes, the table
below shows a selection of countries
(within each region) that have achieved a
high level of human development (rela­
tive to other countries in the region)
within a reasonably democratic political
and social framework. And a cursory
glance at the ranking ofcountries in table
1 of the Human Development Indica­
tors, given at the end ofthis report, shows
that countries ranking high in their lIDI
also have a more democratic framework
- and vice versa - with some notable
exceptions.

What is needed is considerable
empirical work to quantify various indi­
cators ofhuman freedom and to explore
further the link between human freedom
and human development.

Arabia, Algeria, Mauritania, Senegal and
Cameroon, among others, do considerably
worse on their human development ranking
than on their income ranking, showing that
they have yet to tr~ns~ate their income into
corresponding levels of human develop­
ment.

To stress again an earlier point, the
human development index captures a few
ofpeople's choices and leaves out many that
people may value highly - economic, social
and political freedom (box 1.5), and protec­
tion against violence, insecurity and dis­
crimination, to name but a few. The HDI
thushas limitations. But thevirtue ofbroader
coverage must be weighed against the in­
convenience of complicating the basic pic­
ture it allows policymakers to draw. These
tradeoffs pose a difficult issue that future
editions of the Human Development Report
will continue to discuss.

Top 15 countries in democratic human development

Country HDI Country HDI

Latin America and the Caribbean Middle East and North Africa
Costa Rica 0.916 Turkey 0.751
Uruguay 0.916 Tunisia 0.657
Trinidad and Tobago 0.885
Mexico 0.876 Sub-Saharan Africa
Venezuela 0.861 Mauritius 0.788
Jamaica 0.824 Botswana 0.646
Colombia 0.801 Zimbabwe 0.576

Asia
Malaysia
Sri Lanka
Thailand

16

0.800
0.789
0.783
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CHAPTER 2

Human development since 1960

FIGURE 2.1

Disparities between developing and industrial countries
South average as a percentage of North average
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This progress must be put in perspec­
tive, however.

First, tremendous human deprivation
remains. There still are nearly 900 million
adults in the developing world who cannot
read or write, 1.5 billion people without
access to primary health care, 1.75 billion
people without safe water, around 100 mil­
lion completely homeless, some 800 million
people who still go hungry every day and
more than a billion who survive in absolute
poverty.

Children and women suffer the most.
Some 40 million newborns still are not
properly immunised. Fourteen million chil­
dren under the age of five die each year and
150 million are malnourished. The mater-

Maternal
mortality

GNP
per capita

Under-five
mortality

The developing countries have made sig­
nificant progress towards human develop­
ment in the last three decades. They in­
creased life expectancy at birth from 46
years in 1960 to 62 years in 1987. They
halved the mortality rates for children under
five and immunised two-thirds of all one­
year-olds against major childhood diseases.
The developing countries also made pri­
mary health care accessible to 61% of their
people and safe water to 55% (80% in urban
areas). In addition, they increased the per
capita calorie supply by about 20% between
1965 and 1985.

Their progress in education was equally
impressive. Adult literacy rates rose from
43%in 1970 to 60% in 1985 -male literacy
from 53% to 71% and female literacy from
33% to 50%. The South's primary educa­
tional output in 1985 was almost six times
greater than that in 1950, its secondary
educational output more than 18 times
greater. The results were 1.4 billion literate
people in the South in 1985, compared with
nearly a billion in the North.

North-South gaps in human develop­
ment narrowed considerably during this
period even while income gaps tended to
widen. The South's average per capita
income in 1987 was still only 6% of the
North's, but its average life expectancy was
80% and its average literacy rate 66% of the
North's. The North-South gap in life ex­
pectancy narrowed from 23 years in 1960 to
12 years in 1987, and the literacy gap from
54 percentage points in 1970 to less than 40
percentage points in 1985. The developing
countries also reduced their average infant
mortality from 200 deaths per 1,000 live
births to 79 between 1950 and 1985, a feat
that took nearly a century in the industrial
countries.
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Significant human
progress co-exists
with tremendous
human deprivation

18

nal mortality rate in the South is 12 times
higher than that in the North, and the female
illiteracy rate is at least 15 times higher.
Obviously, the backlog of human depriva­
tion presents a challenging agenda for the
next decade.

Second, the recent progress in narrow­
ing human development gaps between
North and South raises hope - and a
question mark. The hope is that the devel­
oping world can be taken to a basic level of
human development in a fairly short period
- ifnational development efforts and inter­
national assistance are properly directed.
The question mark relates to the fact that
four- fifths of the people in the Third World
are leading longer, better educated lives,
but they lack opportunities to tap their full
potential. Unless economic opportunities
are created in the South, more human talent
will be wasted, and pressures for interna­
tional migration are likely to increase dra­
matically. Moreover, while gaps in basic
survival have narrowed, the widening gaps
in science and technology threaten the
South's future development.

Third, the average figures for human
development hide considerable disparities
among countries in the South. Life expec­
tancy exceeds 70 years in 13 developing
countries but is still less than 50 years in
another 20 countries. Similarly, seven coun­
tries have literacy rates over 90%, but an­
other seven have rates less than 25%. In
general, the least developed countries, many
in Africa, suffer the most human depriva­
tion. Of all the developing regions, Africa
has the lowest life expectancy figures, the
highest infant mortality rates and the lowest
literacy rates.

This trend towards the concentration
of poverty in Africa is growing: more than
half the people in Africa live in absolute
poverty. The number ofAfricans below the
poverty line rose by two-thirds in the first
half of the 1980s - compared with an
increase ofabout a fifth for the developing
world as a whole - and is projected to rise
rapidly in the next decade. Any interna­
tional effort to improve human develop­
ment in the Third World must thus give
priority attention to Africa and the other
least developed countries.

Fourth, the gaps in human develop­
ment within countries are also great ­
between urban and rural areas, between
men and women and between rich and
poor. For developing countries as awhole,
urban areas have twice the access to health
services and safe water as rural areas and
four times the access to sanitation services.
Female literacy rates are only two-thirds
those ofmen. And the rich often appropri­
ate a major share ofsocial subsidies. These
wide disparities show the considerable
room for improvement in distributing social
expenditures.

Fifth, human progress over the last three
decades has been neither uniform nor
smooth. Many countries recorded major
reverses in the 1980s - with rising rates of
child malnutrition and infant mortality,
particularly in Sub-SaharanAfrica and Latin
America. Budget cuts greatly squeezed
social spending. Some countries avoided
reductions in social programmes through
better economic management, but most
countries in Africa and Latin America paid
a heavy social price during the adjustment
period ofthe 1980s.

The 1990s present the challenge of
rectifying the damage to human develop­
ment in many developing countries and
then building up momentum to achieve
essential human goals by the year 2000. The
responses to this challenge will require more
resources, mobilised both domestically and
internationally, and in many instances they
will also require major shifts in budget pri­
orities. Needed most are cuts in spending
on the military, on inefficient public enter­
prises and on mistargeted social subsidies.
To create the enabling framework for more
broadly based development, macroeco­
nomic policy formulation and management
must improve, and popular participation
and private initiatives must increase.

The remainder of this chapter docu­
ments the record ofhuman development in
the developing world since 1960. The last
section also takes up some of the human
problems now confronting both developed
and developing countries. The discussion
throughout reinforces this Report's basic
thesis: income alone is not the answer to
human development.

HUMAN DEVELOPMENT SINCE 1960



Expanding human capabilities

The key components of the human develop­
ment index -life expectancy, literacy and
basic income - are the starting point for
this review of the formation ofhuman capa­
bilities. Basic income is used here as a proxy
for access to resources for a decent living
standard. The review also examines some
major contributing factors, especially
people's access to food and such social
services as water, education and primary
health care.

Lzfe expectancy

Life expectancy in the developing countries
has risen on the average by nearly a third
since 1960, from 46 years to 62 years. But
this average masks important interregional
and intercountry differences. Africa's aver­
age life expectancy is only 51 years, ranging
from 42 years in Ethiopia and Sierra Leone
to 69 years in Mauritius. Asia's average life
expectancy is 64 years, reflecting the rise in
China's life expectancy from 47 years to 70
years in three decades. Latin America's

TABLE 2.1
Life expectancy, 1960-87

Annual rate
of reduction

in shortfall (%)
1960-87

average life expectancy is 67 years, fairly
close to the industrial nations' average of69
years in 1960. Nine Latin American and
Caribbean countries fall into the group of
18 developing countries that already have a
life expectancy of 70 years.

Life expectancy generally is well corre­
lated with a country's income, but impor­
tant exceptions show that significant gains
in life expectancy can be made even at
modest incomes. Sri Lanka ($400 per cap­
ita) enjoys a life expectancy of 70 years, as
high as that in the Republic of Korea
($2,690), Venezuela ($3,230) and the
United Arab Emirates ($15,830). Rapid
advances in health and nutrition made these
exceptional gains possible.

Until the mid-1970s the average life
expectancy in low-income countries was
increasing three times faster than that
in the middle- and high-income countries,
but since then the increase has been only
slightly faster. As a result, the life expec­
tancy gap between least developed coun­
tries and the developing countries as a
whole has widened from seven years to 12
years.

Life expectancy
(years)
1987

FIGURE 2.2

Life expectancy trends
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Infant mortality trends
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Highest life expectancy
Hong Kong
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United Arab Emirates
Sri Lanka
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71
71
71
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Slowest progress, among countries with a life
expectancy of less than 60 years
Ethiopia 0.52
Paraguay 0.78
Rwanda 0.79
Kampuchea, Dem. 0.80
Afghanistan 0.81
Sierra Leone 0.84
Burundi 0.85
Guinea 0.88
Central African Rep. 0.90
Mali 0.91

Lowest life expectancy
Sierra Leone
Ethiopia
Afghanistan
Guinea
Mali
Angola
Niger
Somalia
Central African Rep.
Chad

42
42
42
43
45
45
45
46
46
46

200
1960 1988

South
North

III l \ Dr \'1 LOPMENl 'ill (, 19(,,)

2.33
2.22

South
North
South as % of North

1960 1987

46 62
69 74
67 84

19



TABLE 2.2
Infant mortality rate, 1960-88

Annual rate
of reduction

in shortfall (%)
1960-88

Infant
mortality rate

(per 1,000 live births)
1988

Fastest progress
Chile
United Arab Emirates
Hong Kong
Oman
China
Kuwait
Costa Rica
Singapore
Korea, Rep.
Jamaica

Slowest progress
Mozambique
Ethiopia
Kampuchea, Oem.
Rwanda
Angola
Mali
Afghanistan
Uganda
Bangladesh
Somalia

South
North

TABLE 2.3
Adult literacy rate, 1970-85

Fastest progress
Iraq
Chile
Mexico
Thailand
Jordan
Botswana
Trinidad and Tobago
Zambia
Peru
Venezuela

6.20
6.09
5.91
5.81
5.48
5.37
5.35
4.83
4.42
4.32

0.35
0.48
0.50
0.67
0.68
0.79
0.81
0.94
0.99
1.03

2.18
3.08

Annual rate
of reduction

in shortfall (%)
1970-85

11.26
10.74
6.29
5.48
4.86
4.70
4.52
4.48
4.41
4.27

Lowest infant mortality rate
Hong Kong
Singapore
Costa Rica
Jamaica
Kuwait
Chile
Trinidad and Tobago
Mauritius
Panama
Malaysia

Highest infant mortality rate
Mozambique
Angola
Afghanistan
Mali
Sierra Leone
Ethiopia
Malawi
Guinea
Bu rki na Faso
Niger

South
North
South as % of North
(Survival)

Highest literacy rate
Chile
Trinidad and Tobago
Argentina
Uruguay
Costa Rica
Korea, Rep.
Thailand
Mexico
Panama
Iraq

1960

150
36
88

8
9

18
18
19
19
20
22
23
24

172
172
171
168
153
153
149
146
137
134

1988

81
15
93

Adult
literacy rate

(%)
1985

98
96
96
95
93
93
91
90
89
89

Slowest progress, among countries with an adult
literacy rate of less than 50%
~~~~w O~

Sudan 0.54
Somalia 0.67
Mali 0.73
Niger 0.73
Bangladesh 0.84
Pakistan 0.84
Benin 0.94
India 0.97
Nepal 1.07

Lowest literacy rate
Somalia
Burkina Faso
Niger
Mali
Mauritania
Sudan
Afghanistan
Yemen Arab Rep.
Bhutan
Nepal

1970

12
14
14
17
17
23
24
25
25
26

1985
South
North

2.33 South
North
South as % of North

43 60
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GNP per capita trends
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The growth of per capita income, one of the
critical elements in improving human devel­
opment, was 2.9% a year on average for all
developing regions between 1965 and 1980.
This trend broke sharply in the 1980s. Sub­
Saharan Africa's per capita income grew by
only 1.6% a year between 1965 and 1980,
but it has since been declining by 2.4% a
year. Latin America, because of persistent
debt problems, moved sharply from 3.8%
annual growth in per capita income in 1965­
80 to an annual decline of 0.7% in the
1980s.

For human development, the distribu­
tion ofGNP is as important as the growth of
GNP. One measure of the distribution of
income is the Gini coefficient, which cap-

tacular progress in extending universal pri­
mary education and raised its literacy rate
from 32% in 1970 to 60% in 1985.

Literacy rates in Latin America con­
tinue to be well ahead of those for all other
developing countries, having risen from 72%
in 1970 to 83% in 1985. Asia's literacy rates
closely follow the developing country aver­
age. They have moved from 41% to 59%.
Holding down the region's average are four
South Asian countries: Bangladesh 03%),
Pakistan 00%), Nepal (26%) and Afghani­
stan (24%). South Asia's literacy rate was
only 41% in 1985 - the lowest of all the
regional rates.

The least developed countries have an
average literacy rate of only 37%. As with
other human development indicators, the
disparity is growing between their perfor­
mance and that of the developing countries
as awhole. Their literacy gap widened from
18 percentage points in 1970 to 23 percent­
age points in 1985.

The number of illiterate people in the
developing world, just under 900 million in
1985, may well reach a billion by the end of
the century. Three-quarters of them live in
the five most populous Asian countries:
India, China, Pakistan, Bangladesh and
Indonesia. Any attack on global illiteracy
will thus need to concentrate on these
countries.

Income

Progress in reducing the deaths of chil­
dren under five, especially infants, has
contributed greatly to higher life expec­
tancy. Developing countries reduced their
infant (under age one) mortality rate from
nearly 200 deaths per 1,000 births in 1960
to 79 in 1988 - and their child (under five)
mortality rate from 243 deaths per thou­
sand to 121.

Some countries have done particularly
well, often despite modest incomes.
Jamaica's child mortality rate was 22 in
1988, compared with 85 in Brazil, a country
with more than twice the per capita income
of Jamaica. Similarly, Mauritius has the
lowest infant and child mortality rates in
Africa - having reduced the deaths of
children under five from 104 per thousand
to 29 since 1960, a performance much bet­
ter than that of countries at considerably
higher per capita incomes, such as Gabon
and South Africa. Some developing coun­
tries with the lowest infant mortality rates in
1988- Hong Kong, Singapore, Costa Rica,
Kuwait and Chile - are also among the
countries that reduced their infant mortality
rates fastest between 1960 and 1988.

Rapid improvements in education have
sharply increased the ability of people in
developing countries to read and write. The
literacy rate for men rose from 53% in 1970
to 71% in the first half of the 1980s. Al­
though the female literacy rate was still only
50% in 1985, enrolment rates for girls have
been increasing far more rapidly than those
for boys, an encouraging sign.

Several developing countries already
have adult literacy rates above 90%, compa­
rable to the rates in many industrial nations.
Despite such successes, some of the most
populous countries, such as India, Bangla­
desh, and Pakistan, have been extremely
slow in reducing widespread illiteracy.

Sub-Saharan Africa has witnessed espe­
cially fast progress in adult literacy, but since
it started from a very low point, its average
literacy rate of 48% in 1985 was still far
below the average of 60% for the develop­
ing world. Low-income Kenya made spec-

Literacy
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The renewed concern about human dep­
rivation in recent years has generated a
growing body of research on poverty.
Here is a summary of some of the salient
facts.

First, the poor are not a homogene­
ous group. The chronic poor are at the
margin of society and constantly suffer­
ing from extreme deprivation. The bor­
derlinepoor are occasionallypoor, such as
the seasonally unemployed. The newly
poor are direct victims of structural ad­
justmentofthe 1980s, such as retrenched
civil servants and industrial workers.

Second, over 1 billion people live in
absolute poverty in the Third World.
Asia has 64% of the developing coun­
tries' people in absolute poverty, Africa
24% and Latin America and the Carib­
bean 12%. Poverty is growing fastest in
Africa, with the number of absolute poor
having increased by about two-thirds
between 1970 and 1985.

Third, three-quarters of the devel­
oping countries' poor people live in rural
areas. There is, however, a recent trend

1980

Latin America

land and about 138 million are almost lan­
dless, two-thirds of them in Asia.

Most poverty estimates for developing
countries use the income needed to meet
minimum food needs and thus measure
absolute poverty (see technical note 2).
Country data are sparse, however, and not
always comparable. The available data reveal
an overall reduction in the percentage of
people living in absolute poverty between
1970 and 1985. But owing to population
growth, the absolute number of poor in­
creased by about a fifth. In 1985 more than
a billion people in the Third World were
trapped in absolute poverty (box 2.1).

In Latin America more than 110 million
people, about 40% of the population, lived
in poverty in 1970, a quarter of them in
extreme poverty. Fifteen years later, nearly
150 million people, more than a third of the
population, were still poor, largely as a result
of the economic stagnation in the 1980s.
Poverty is so widespread in Latin America,
despite its high average income, because of
inadequate distribution of income in many
countries. Brazil's GNP per capita was
$2,020 in 1987, but the poorest 40% of
Brazilians received only 7% of the house­
hold income. The top 2% of landowners
control 60% of the arable land, while the
bottom 70% of rural households are land­
less or nearly landless.

For Africa the ILO estimates that the
number of absolute poor rose in the five
years between 1980 and 1985 to more than
270 million, about half the total population.
If nothing is done to reverse this ominous
trend, nearly 400 million people will be
living in extreme poverty in Africa by 1995.

In Asia the percentage of poor people is
decreasing, but the greatest number of the
world's poor, three-quarters of a billion
people, still live there. Poverty is extensive
in Bangladesh (where more than 80% of the
people are poor), Nepal, India and the Lao
People's Democratic Republic. The 1980s
have been especially harsh for some coun­
tries: in Sri Lanka and Bangladesh, the
poorest income groups had their shares of
household income fall. Some East and
Southeast Asian economies have neverthe­
less made tremendous progress in alleviat­
ing poverty.

towards the urbanisation of poverty, ow­
ing to the rapid increase in urban slums
and squatter settlements, expanding by
about 7% a year.

Fourth, there is a close link between
poverty and the environment. About
three-quarters of the developing coun­
tries' poor people are clustered in ecol­
ogically fragile areas, with low agricul­
tural potential. Owing to a lack of em­
ployment and income-earning opportu­
nities outside agriculture, environmental
degradation and poverty continuously
reinforce each other.

Fifth, poverty has a decided gender
bias. A large proportion of poor house­
holds are headed bywomen, especially in
rural Africa and in the urban slums of
Latin America. Female members of a
poor household are often worse off than
male members because of gender-based
differences in the distribution of food
and other entitlements within the family.
In Africa women produce 75% of the
food - yet they suffer greater depriva­
tion than men.

tures disparities in the percentages of in­
come that each 1% (percentile) of the popu­
lation receives. If each percentile receives
1% of the income, there is no disparity, and
the Gini coefficient is zero. If one percen­
tile receives all the income, there is maxi­
mum disparity, and the Gini coefficient is 1.
In nine of the 28 developing countries for
which the Gini coefficient is available, it is
0.50 or higher, showing that a small part of
the population in these countries is getting
a very large part of the income.

Another indicator of inequality is the
per capita income of the richest 20% of the
population compared with that of the poor­
est 20%. In 12 of the 23 developing coun­
tries where such a comparison is available,
the income of the richest group was 15 times
or more that of the poorest group.

Yet another distributional indicator in
predominantly agricultural economies is the
concentration ofland, which is highly skewed
in LatinAmerica. Of 17 countries surveyed,
10 show land concentration indices (Gini
coefficients) above 0.8, and five between
0.7 and 0.8. The FAO estimates that about
30 million agricultural households have no

Who the poor are

Latin America

1995
projected

BOX 2.1

FIGURE 2.6
Absolute poverty
by region

22 HUMAN DEVELOPMENT SINCE 1960
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FIGURE 2.7
Nutrition trends
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Poverty is by no means a problem of the
developing countries alone, nor can consis­
tent rates of economic growth guarantee its
alleviation. In the United States, after 200
years of economic progress, nearly 32 mil­
lion people, about 13% of the population,
are still below the official poverty line.

Access to basic goods and services

The extent to which people can improve
their capabilities depends largely on the
access that they have to basic goods and
services.

Food. There has been a general global
improvement in food production and calo­
rie supplies. The daily supply of calories in
the developing world improved from 90%
of total requirements in 1965 to 107% in
1985. Confirming this evidence, food pro­
duction data show aroughly 20% increase in
average calorie supplies per person between
1965 and 1985.

Countries having the most urgent need
for food show the slowest progress. For the
poorest countries, the daily per capita calo­
rie supply increased only from 87% of the

TABLE 2.4
Access to safe water, 1975-86

Annual rate
of reduction

in shortfall (%)
1975-86

total requirements to 89% between 1965
and 1985.

Regional disparities in daily calorie
supplies are stark. Sixteen African coun­
tries, of the 34 having data, recorded de­
clines in their supply of calories per capita,
while Gabon, Niger and Mauritius had theirs
increase by 15% or more. In LatinAmerica,
the disparities are similar. The best progress
was in the Middle East and inAsia where the
per capita calorie supplies went up by 30%
and 23%, respectively.

Estimates of world hunger vary. Ac­
cording to the World Food Council, more
than half a billion people were hungry in the
mid-1980s. The World Bank, in a study of
87 developing countries with 2.1 billion
people, put the number of undernourished
people - whose diet does not provide them
with enough calories for an active working
life - at 730 million in 1980. The figure is
growing constantly, with as many as eight
million people said to have joined the ranks
of the hungry each year during the first half
of the 1980s. Hungertoday may be stunting
the lives of as many as 800 million people in
the Third World.

Percentage
with access

to safe water
1986

-120

-Industrial

Fastest progress Most access
Saudi Arabia 20.22 Mauritius
Chile 13.61 Singapore
Colombia 12.78 Trinidad and Tobago
Malaysia 12.09 Saudi Arabia
Jamaica 10.76 Jamaica
Trinidad and Tobago 10.76 Jordan
Costa Rica 9.80 Chile
Iraq 8.37 Lebanon
Burkina Faso 7.19 Colombia
Thailand 6.45 Costa Rica

Slowest progress Least access
Rwanda -4.14 Kampuchea, Dem.
Algeria -3.05 Ethiopia
Argentina -2.37 Mozambique
Congo -2.23 Mali
Uganda -1.91 Guinea
Bangladesh -1.88 Cote d'ivoire
Somalia -0.57 Uganda
El Salvador -0.19 Afghanistan
Guatemala -0.15 Sudan
Nicaragua 0.52 Congo

South 3.29
North South

North
South as % of North

100
100
98
97
96
96
94
93
92
91

3
16
16
17
19
19
20
21
21
21

1975 1986

35 55
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Two-thirds of those hungry in the devel­
oping countries live in Asia, and a quarter in
Africa. Mirroring this distribution is the
number of low-birth-weight infants in dif­
ferent regions, with Asian countries having
some of the highest figures.

A major challenge for the 1990s is thus
to ensure that food production increases
rapidly, particularly in Africa, and that food
is well distributed - supplemented where
necessary by targetted nutritional pro­
grammes for the poorest and most vulner­
able groups.

Health services. Ready and affordable
access to health services is vital for human
development. Most countries collect data
on the percentage ofpeople with easy access
to health services and on the number of
doctors and nurses. But these data do not
mean that health services are actually avail­
able to people. Doctors may be concen­
trated in urban areas, possibly specialising
in expensive tertiary medicine. People may
be close to health services but unable to
afford them. Despite the current limita­
tions of available data, some broad conclu­
sions are possible.

Several developing countries came close
to the objective ofprimary health care for all
during the 1980s. Many of them also stand
out in life expectancy - for example, the
Republic of Korea, Costa Rica, Jamaica,
Tunisia and Jordan. On the average, how­
ever, only 61% of the people in developing
countries have access to primary health care
services today. For the least developed
countries and Sub-Saharan Africa, the cor­
responding figures are 46% and 45%,
respectively.

Access to health care, according to every
available measure, is worst in Africa. In
Latin America, which has the most doctors
and nurses per person in the developing
world, only 61%of the people have access to
health services, well below the averages for
Asia, North Africa and the Middle East.

Exemplifying the considerable progress
in the Middle East and North Africa, Ku­
wait now has more doctors per person than
Switzerland. But Kuwait's infant mortality
rate is still four times that in Switzerland,
reinforcing the argument that the availabil­
ity ofdoctors is no guarantee ofgood health.

Water and sanitation. Progress in water
and sanitation has generally been much
slower than that in health, and it has been
slower in sanitation than in water. More
than half the people in developing countries
had access to safe water in 1986, up from
35% in 1975. In the best-performing coun­
tries, practically every person has access to
safe water. For the least developed coun­
tries, however, the rise was a mere four
percentage points: only a third of their
people have a source ofpotable water within
reach.

Latin America has made good general
progress, with nearly three-quarters of the
people there having access to safe water in
1980-87. Chile and Trinidad have reached
developed country standards.

Progress in access to safe water has also
been impressive in the Middle East and
North Africa. Several countries there re­
port that more than 90% of their people
have access to safe water, and only in Sudan
and the Yemen Arab Republic do fewer
than half the people have access.

Asia made good progress between 1975
and 1985, increasing the access to safe water
to more than half from less than a third of
the population. But in Bangladesh the
access has declined by 10 percentage points
since 1975.

Africa shows the least progress. In a
third of the countries having current data,
the access to safe water declined, and in
eight African countries fewer than a fifth of
the people have access to safe water.

For sanitation, about a third of the
South's population had access to proper
facilities in the second half of the 1980s.

Education. The enrolment gains have
been impressive in most developing coun­
tries, despite their rapid population growth.
Well over 80% of the children of primary
school age were enrolled in primary schools
in 1987, and several developing countries
are close to the goal of universal primary
enrolment.

The progress has been considerable in
every region. Despite stagnant economies
and rapid population growth, half the chil­
dren ofprimary and secondary school age in
Africa now attend school. Asia, the Middle
East and North Africa also show steadily
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in developing countries, where the popula­
tion has doubled, and this trend is likely to
continue for decades.

The developing countries' overall popu­
lation growth is expected to decline from
2.3% a year between 1960 and 1988 to 2.0%
a year between 1988 and 2000. But some
parts of the world will not achieve even this
modest slowdown in growth - Africa's
population is projected to continue growth
by 3.1% a year between now and 2000, and
the least developed countries' population,
by 2.8% a year. The developing countries'
share of world population, now 77%, is
projected to rise to 80% by 2000 and 84% by
2025.

For most developing countries, human
development thus poses a triple challenge.
They have to expand the development oppor­
tunitiesfor agrowing number ofpeople. They
have to upgrade living standards. And they
often have to achieve more with less - to
meet the first two challenges with stagnat­
ing or even declining resources.

Between 1980 and 1987 the developing
countries' share in world GDP fell almost
two percentage points (from 18.6% to
16.8%), while their share in world popula­
tion moved up one percentage point (from
74.5% to 75.6%). The combined impact of
these changes proved difficult for them to
accommodate.

More people sharing scarce resources

Life has become more liveable for most of
the world's people, with millions finding
access to improved goods and services.
Disappointing, however, is the equally stag­
gering number of people suffering severe
deprivation (box 2.2 on p. 27). This does
not mean, however, that development has
failed. It means that population growth has
outpaced part of development's success.

Two billion people have joined the
world's population since 1960, bringing the
total to more than 5 billion people today.
Most of the population growth has occurred

rising trends, with net primary school enrol­
ment ratios of well over 80% for males.
Further progress has been held back by low
enrolments of females, an imbalance that
future education programmes must redress.
In Latin America and the Caribbean, the
net primary school enrolment ratio reached
75% in 1985, with equal participation by
boys and girls.

The experience of developing countries
with secondary and tertiary education has
been varied. In East and Southeast Asia,
secondary enrolment ratios in the newly
industrialising countries rose to 90% for
both females and males. Tertiary enrol­
ments also increased considerably. Some
Latin American countries surpass even the
Asian newly industrialising countries - and
even some of the old industrial countries­
in tertiary enrolment. By contrast, tertiary
enrolment in the least developed countries
is 1% for females and 4% for males, showing
how much they have to catch up during the
next few decades.

The global distribution of basic educa­
tion has changed radically since 1960. The
South now has more than four times as
many students in primary education as the
North (480 million compared with 105
million) and about twice as many secon­
dary-level students (190 million compared
with 87 million). But the South still has to
catch up in tertiary education - and in
science and technology. It also has to im­
prove the quality and relevance of students'
knowledge, for which part of the ground­
work has been laid in the past three decades.
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The developing countries' decline in
income must be halted to avoid the growing
risk of sharp reversals in human develop­
ment. Early solution of the debt crisis and
better opportunities for trade will be as
necessary as stronger efforts by the develop­
ing countries to improve their economic
performance with scarce resources.

Using human capabilities

Skilled, healthy and well-educated people
are in a better position than others to take
their lives into their own hands. They are
generally more likely to find employment
and earn better wages. They have better
access to information, such as that gained
through agricultural or business training,
and are thus more likely to succeed as farm­
ers or entrepreneurs. The educated can also
contribute more to the advancement of
culture, politics, science and technology.
They are more valuable to society and better
equipped to help themselves.

The use of human capabilities, as con­
ceptualized here, encompasses the use
people decide to make of their abilities as
well as their usefulness to society.

FIGURE 2.12
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Employment

More than 900 million people have joined
the developing countries' labour force in
the past three decades. High population
growth was not the only reason. The ranks
ofthe labour force were increased bywomen
seeking jobs and by poorer families trying to
increase the number of income earners in
the family. During the 1990s another 400
million are likely to join the labour force.

Economic growth has failed to provide
enough employment opportunities for the
job-seekers of the last three decades. Reli­
able data on open unemployment do not
exist, but it is common knowledge that
unemployment and underemployment are
extensive in many developing countries.

The 1980s saw rapid rises in informal
sector employment. In Africa the informal
sector accommodated about 75% of the
new entrants into the labour force between
1980 and 1985, and the formal sector only
6%. In Latin America between 1980 and
1987, the informal sector absorbed 56% of
the new workers.

Governments have long ignored the
informal sector, but that is beginning to
change. It is increasingly being realised that
the informal sector needs active political
and economic support. It is, after all, ab­
sorbing the bulk of new workers, particu­
larly women, youth and the poor.

The fuller use of human capabilities
requires sustained economic growth and
considerable investment in human beings.
The returns from such investment are ex­
tremely high. A World Bank study showed
private returns to primary education as high
as 43% in Africa, 31% in Asia and 32% in
Latin America. For developing countries as
a whole, average social returns for every
level of education exceed 10% to 15%.
Differences in technical and general educa­
tion accounted for about a third of the
differences in agricultural productivity in
the 1960s in the United States and a sample
of developing countries. The special re­
turns to female education are even higher,
in terms of reduced fertility, lower popula­
tion growth, reduced child mortality, re­
duced school dropout rates and improved
family nutrition.
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Balance sheet of human development
BOX 2.2

HUMAN PROGRESS

Life expectancy

• Average life expectancy in the South increased by a
third during 1960-87 and is now 80% of the North's
average.

Education

• The South now has more than five times as many
students in primary education as the North, 480 mil­
lion compared with 105 million.

• The South has 1.4 billion literate people, compared
with nearly one billion in the North.

• Literacy rates in the South increased from 43% in
1970 to 60% in 1985.

Income

• Average per capita income in developing countries
increased by nearly 3% a year between 1965 and
1980.

Health

• More than 60% of the population of the developing
countries has access to health services today.

• More than 2 billion people now have access to safe,
potable water.

Children's health

• Child (under five) mortality rates were halved be­
tween 1960 and 1988.

• The coverage ofchild immunisationincreased sharply
during the 1980s, from 30% to 70%, saving an esti­
mated 1.5 million lives annually.

Food and nutrition

• The per capita average calorie supply increased by
20% between 1965 and 1985.

• Average calorie supplies improved from 90% oftotal
requirements in 1965 to 107% in 1985.

Sanitation

• 1.3 billion people have access to adequate sanitary
facilities.

Women

• School enrolment rates for girls have been increased
more than twice as fast as those for boys.

HU!vlAN DEVELOPMENT SINCE 1960

HUMAN DEPRIVATION

• Average life expectancy in the South is still 12 years
shorter than that in the North.

• There still are about 100 million children of primary­
school age in the South not attending school.

• Nearly 900 million adults in the South are illiterate.

• Literacy rates are still only 41 % in South Asia and 48%
in Sub-Saharan Africa.

• More than a billion people still live in absolute poverty.
• Per capita income in the 1980s declined by 2.4% a year

in Sub-Saharan Africa and 0.7%a year in Latin America.

• 1.5 billion people are still deprived of primary health
care.

• 1.75 billion people still have no access to a safe source
of water.

• 14 million children still die each year before reaching
their fifth birthday.

• Nearly 3 million children die each year from immunis­
able diseases.

• A sixth of the people in the South still go hungry every
day.

• 150 million children under five (one in every three)
suffer from serious malnutrition.

• Nearly 3 billion people still live without adequate
sanitation.

• The female literacy rate in the developing countries is
still only two-thirds that of males.

• The South's maternal mortality rate is 12 times that of
the North's.
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In greater numbers
than ever before,
people are moving
across boundaries
and continents
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Skill formation, in addition to general
education, promotes more productive uses
of human capabilities. Cultivators in the
Republic ofKorea, Malaysia and Thailand
- using modern technology - produced
3%more output for every additional year of
schooling theyhad received. And the higher
level of education of farmers in the Indian
Punjab explains in part why their productiv­
ity is higher than that of farmers in the
Pakistani Punjab. Investment in human
capital thus increases people's productivity
and enhances the chances of their employ­
ment - by raising the potential for future
economic growth. Of course, if education
does not create the skills demanded by
society, it can lead to educated unemploy­
ment and considerable waste of human
potential.

Migration

In greater numbers than ever before, people
are moving across boundaries and conti­
nents in search of new opportunities ­
both economic and political. Expanded
transport systems and communications
networks have encouraged more and more
people to leave their countries and settle
elsewhere. They are more aware than pre­
viously of their deprivation - more aware
ofhow their lives differ from those ofpeople
in other countries. And this drives them to
search for the seemingly better life and
greater opportunities across the border. If
theyhad seen better opportunities at home,
they might have preferred to stay. For many
migrants the economic decision to leave is
voluntary. For political and environmental
refugees, however, there seldom is a choice.

Often well qualified, some migrants are
highly trained specialists. They often leave
for higher salaries and more job satisfaction.
Some governments even see advantages in
people leaving. Their remittances can be an
important source offoreign exchange, help­
ing to improve the balance of payments.

The brain drain hit Africa particularly
hard in the 1980s. With a thin layer of
qualified personnel to start with, the loss of
even a few key specialists has had dramatic
consequences. The brain drain from the
more populous countries ofAsia and from

most Latin American countries is generally
less dramatic.

In the early 1980s the number of eco­
nomic migrants stood at around 20 million
- and that ofillegal migrants, generally less
qualified than the officially registered ones,
must be at least as high. So, perhaps 40 to
50 million people have moved in hope of a
bigger share of the world's development
benefits.

The traditional recipients of migrants
from developing countries - Canada,
Australia, NewZealand, the United States
and the Europeancountries - have adopted
measures to limit the influx of migrants.
The United States granted some 3 million
people permanent immigration status in the
first half of the 1980s, compared with 2.5
million in the five preceding years. Europe's
foreign population has, for about two dec­
ades now, been around 10 million. And
even in the Middle East region, immigra­
tion is stabilising.

South-South migration is growing be­
cause of the increasing restrictions on mi­
gration to the North and the increasing
poverty in developing countries. The main
recipients inAfrica have been Cote d'Ivoire,
Senegal, Ghana and Cameroon. The main
countries oforigin include suchleast devel­
oped countries as Burkina Faso, Mali,
Guinea and Togo. Lesotho and Mozam­
bique continue to be major suppliers of
labour to SouthAfrica.

Argentina, Venezuela and Brazil are
about the only major recipient countries for
economic migrants in Latin America, with
the United States continuing to be the main
destination by far. The main countries that
export labour in the region are Mexico and
Colombia.

InAsia the main releasing countries are
Bangladesh, India, Pakistan, the Philippines,
Thailand and the Republic of Korea ­
largely to the Arab states and the United
States.

Popularparticipation and the NGO
movement

Economic migration is one way for people
to seek greater involvement in develop­
ment. Popular participation in community
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affairs - economic, social and political­
is another way, and in recent years it has
gained in importance. Many community
and other self-help organisations now assist
people in exploiting their collective strength
to resolve some of the challenges they face
- their need for a road, a health centre,
or an irrigation system, for education for
their children, or for access to assets and
credit.

Added to these community self-help
organisations are a large and still growing
number ofnongovernmental organisations
(NGOs) that typicallywork asintermediar­
ies between people and governments.

Underpinnillg the NGO movement's
growth are private initiatives by concerned
citizens and the sponsorship ofgovernment.
The NGOs' success in shifting the focus of
development to people has in many coun­
tries moved them into a fully collaborative
relationship with the state. Governments
are beginning to realise that NGOs- small,
flexible and with good local roots and con­
tacts - often are much better suited to
carry out the work ofdevelopment than is a
large bureaucratic machine.

One of the NGOs' big successes is in
arranging credit for the poor. The poor
traditionally stay poor because they have no
assets and are seen as unworthy ofeven the
smallest amount of credit. NGOs have
changed this by showing that a joint-liability
approach-withclose contact and commu­
nication between debtor and creditor ­
can help boost repayment rates and open
more credit opportunities for the poorwithin
the official credit system. The NGOs have
closely supervised, and provided advice to,
borrowers - taking on the often very time­
consuming functions that banks typically
shy away from.

In Peru the Institute for the Develop­
ment ofthe Informal Sectorhas established
programmes to help small entrepreneurs
and communitygroups gain access to credit.
It provides bank guarantees for participants
and arranges the technical and managerial
advice and training they need to set up
viable businesses.

Another NGO in Bangladesh, the Gra­
meen Bank, provides innovative links be­
tween the government, commercial banks
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and outside donors on the one side, and
landless entrepreneurs interested in bor­
rowing but lacking collateral on the other.
The Grameen Bank helps the landless or­
ganise into groups to secure loans, and most
ofits clients are women.

Other NGOs mobilising rural savings
and making credit available to the rural poor
include Rwanda's Banques-populaires,
Zimbabwe's Savings Development Foun­
dation, Ghana's RuralBanks and the Phil­
ippines' Money Shops (see boxes 4.2 and
4.3 in chapter 4).

The momentum of people's participa­
tion during the second halfofthe 1980s has
done far more than prove that people can
help themselves. It has contributed to a
fundamental rethinking of the relationship
between the state and the private sector.
Policymakers now recognise that develop­
ment can benefit from people's initiatives,
and that these initiatives must be encour­
aged rather than stifled.

There is a growing consensus that the
state must be strong and effective in creat­
ing an enabling framework for people to
make their full contribution to develop­
ment - to expand their capabilities and to
put them to use - but that it should not
undertake developmental functions that
NGOs, entrepreneurs and people at large
can carry out better.

Disparities and deprivation
within nations

Every country has shared to a varying de­
gree in the human progress over the past 30
years. But average improvements conceal
considerable inequality within countries and
mask the continuing severe deprivation of
many people. The prevailing disparities also
show the great potential for improving
human development by distributing income
better and by aggressively restructuring
budget priorities.

This section focusses on the disparities
between rural and urban areas, between
males and females, and between rich and
poor. Again: the lack of appropriate data
hinders a systematic review. Use is thus
made of special case studies to supplement
the available cross-country data.

Average
improvements
conceal
considerable
inequality between
rural and urban
areas, between
males and females,
and between rich
and poor
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• Infant mortality. For several Central
American countries, infant mortality is
generally 30% to 50% higher in rural than in
urban areas. Costa Rica, Guatemala and
Nicaragua narrowed some of the gap in the
1970s, but other countries have not been
able to match urban progress in rural areas.
• Lzfe expectancy. Rural Mexicans have a
shorter life expectancy (59 years) than their
urban counterparts (73 years).
• Nutn"tion. Data on the nutritional status
of children in 31 countries show, without
exception, higher rates of malnutrition in
rural areas, 50% higher on average.
• Literacy. For selected countries in Af­
rica and Asia, rural illiteracy rates generally
are twice the urban rates - and for women
in Latin America the rural rates are three
times higher than the urban rates, and for
men, four times higher.
• Health facilities. Access to health care is
better in urban areas than in rural areas in
every developing country. In some 20 de­
veloping countries the percentage of the
population covered by health facilities in
urban areas is more than twice that covered
in rural areas. Even these figures understate
the disparities since rural health facilities
usually are simple clinics while urban facili­
ties include hospitals with sophisticated
equipment.
• Water andsanitationfacilities. The rural­
urban differences in the provision of water
and sanitation are even greater. The cover­
age of the rural population is on the average
less than half that of the urban population.
In seven countries the proportion of rural
dwellers with access to water was less than a
fifth of that in urban areas. In Nepal access
to sanitation facilities in urban areas was 17
times that in rural areas, and in Brazil the
urban figure was as much as 86 times higher
than the rural figure.
• Income. In most countries, urban in­
comes per person run 50% to 100% higher
than rural incomes. The differences are
particularly large in Africa. In Nigeria the
average urban family income in 1978-79
was 4.6 times the rural. In Sierra Leone the
average urban income was 4.1 times the
agricultural income. And in Mexico urban
per capita income was 2.6 times the rural.
Rural-urban income differences remain
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Two-thirds of the people in the develop­
ing countries live in rural areas, but in many
countries, they receive less than a quarter of
the social services for education, health,
water and sanitation. For developing coun­
tries as a whole, people in urban areas have
twice the access to health services and safe
water and four times the sanitation services
that people have in rural areas.

In many countries, rural-urban dispari­
ties reflect the distribution of income and
the locus of power. These disparities, often
high at lower levels of human development
and per capita income, tend to narrow over
time. But there are several exceptions to
such a generalisation. Argentina has very
high rural-urban disparities, despite its rela­
tively high per capita income and human
development. Tanzania, by contrast, has a
fairly good geographicaldistribution ofsocial
services, even with its low income.

The following examples show how rural
areas systematically lag behind urban areas
in human development.

79

Rural-urban disparities

Averages for
all developing
countries:

14

Population

Health Water Sanitation
HIGH Rural
DISPARITY population Rural Urban Rural Urban Rural Urban

Argentina 14 21 80 17 63 35 75

Bolivia 50 36 90 13 75 10 33

Mozambique 76 30 100 9 38 12 53

Pakistan 69 35 99 27 83 6 51

Somalia 65 15 50 22 58 5 44

LOW DISPARITY

Algeria 56 80 100 55 85 40 80

Costa Rica 48 63 100 83 100 89 99

Honduras 58 65 85 45 56 34 24

Korea, Rep. 31 86 97 48 90 100 100

Tanzania 70 72 99 42 90 58 93

FIGURE 2.13
Rural-urban disparities
Percentage of population
with access to social services
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FIGURE 2.14
Female literacy and population growth
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The same neglect is evident in exceed­
ingly high maternal mortality rates, mainly
because health staff are in attendance for
fewer than half the births. Maternal mortal­
ity rates were 1,000 or more (per 100,000
live births) in a few countries, and 400 to
1,000 in another 14 countries during 1980­
84. In developed countries, maternal mor­
tality rates rarely exceed 20 and are usually
less than 10. No other North-South gap in
human development is wider than that
between maternal mortality rates, a symbol
of the neglect of women's health in the
Third World.

Gender inequality is reinforced in edu­
cation. There still are 16 developing coun­
tries where female primary school enrol­
ment is less than two-thirds that of males.
And 17 developing countries have female
secondary enrolments less than half those of
males. For the developing world as a whole,
the female literacy rate is now three-quar­
ters that of the male. The gap has narrowed
slightly in the last three decades, but much
progress remains to be made.

The social dividend from female literacy
tends to be very high. Higher female liter­
acy is associated with lower infant mortality,
better family nutrition, reduced fertility and

Female-male disparities

wide, even after taking into account the
differences in the cost of living between
rural and urban areas.

To sum up, national data conceal large
rural-urban differences, with rural areas
performing systematically worse on the
basic indicators of human development.
Part of the reason is less access to social
services, and part is lower income. More­
over, the rural and urban figures hide large
dispar- ities within each area. These gaping
disparities have major policy implications
for restructuring the social spending of
governments.

In most societies, women fare less well than
men. As children they have less access to
education and sometimes to food and health
care. As adults they receive less education
and training, work longer hours for lower
incomes and have few property rights or
none.

Both women and men shared the prog­
ress in improving the human condition from
1960 to 1980. In some fields women did
even better than men, but substantial ine­
quality remains. During the economic crisis
of the 1980s, women had to bear a much
greater cost of structural adjustment, and
gender disparities tended to widen once
again. Moreover, national data usually
conceal the true extent of inequality be­
tween women and men (box 2.3).

Discrimination against females starts
early. In many developing countries more
girls than boys die between the ages of one
and four, a stark contrast with the industrial
countries, where deaths of boys are more
than 20% higher than those of girls. And in
30 developing countries the death rates for
girls were higher than or equal to death rates
for boys, indicating the sociocultural pat­
terns that discriminate against women.

The discrimination takes several forms.
Young girls maynot get the same health care
and nutrition as young boys. In Bangladesh
malnutrition was found among 14% of the
young girls, compared with 5% of the boys.
Families in India's rural Punjab spend more
than twice as much on the medical care of
male infants as on that of female infants.
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Women count - but are not counted
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Disparities between rich and poor

Income gaps and human development gaps
are closely related in most developing coun­
tries, which is only natural since income is an
important determinant ofpeople's access to
social services. In some cases, however,
governments have changed this pattern
through very active interventions with their
social sector budgets. They did this by
targetting their social spending and subsi­
dies specifically on the poorer sections of
society - and by reducing the appropria­
tion of subsidies by higher income groups
and vested power structures.

Two questions are of particular interest
here. First, how do different income groups
differ in terms of their human develop­
ment? Second, who benefits from govern­
ment social expenditures, which in many
countries are said to aim at correcting the
socioeconomic inequities resulting from the
inequalities in the primary distribution of
mcome.

Several studies show that the poor have
very unequal access to social services and
basic human development. For instance:
• In Brazil life expectancy in 1970 was
barely50 years for the bottom income group
and 62 years for those with an income above
$400. To put this in perspective, the ex­
pected life span of the poor in Brazil was no
higher than the average in India, even though
Brazil's average percapita income was about
eight times that of India.
• In Mexico a person's life expectancy in

- to accelerate their economic and social
progress in the 1990s by investing more in
women.

In order to monitor progress towards
the elimination of existing within-country
disparities in human development, it would
be desirable to have group and region-spe­
cific HDls. How telling such indices could
be is illustrated in technical note 4, which
discusses the construction of a gender-spe­
cific HDI. Similar indices could be devel­
oped to monitor other disparities of special
interest in a particular country, whether it
be those between various ethnic groups,
different geographical areas, rural and ur­
ban or rich and poor.

in every country having data. In the in­
formal sector, where most women work,
their earnings at times reach only a third
(Malaysia) to a half (Latin America) of
those of men.

Do women remain invisible in statis­
tics because little value is attached to
what they do? Apparently, yes.

Women have shouldered alarge part
of the adjustment burden of developing
countries in the 1980s. To make up for
lost family income, they have increased
production for home consumption,
worked longer hours, slept less and often
eaten less - substantial costs of struc­
tural adjustment that have gone largely
unrecorded.

The low value attached to women's
work requires a fundamental remedy: if
women's workwere more fully accounted
for, it would become clear how much
women count in development. To do
that requires much better gender-spe­
cific data on development. There is a
need to redesign national censuses, par­
ticularly agricultural surveys.

lower population growth rates. In Bangla­
desh child mortality was five times higher
for children of mothers with no education
than for those with seven or more years of
schooling.

Better educated women also have
smaller families. Colombian women with
the highest education had four fewer chil­
dren than women who had completed only
their primary education. The continuing
disparity in male and female education thus
inflicts extremely high social and economic
costs in the developing world.

Women typicallywork about 25%longer
hours than men: up to 15 hours more a
week in rural India and 12 hours more in
rural Nepal. But their total remuneration is
less because of their lower wage rate and
their preponderance in agriculture and the
urban informal sector, where pay tends to
be less than in the rest of the economy. In
urban Tanzania 50% of the women working
are in the informal sector, in urban Indone­
sia 33% and in Peru 33%.

The persistence of female-male gaps in
human development offers a challenge and
an opportunity to the developing countries

Rural male =86

Urban female =78

Rural female = 55

Much of the work that women do is
"invisible" in national accounting and
censuses, despite its obvious productive
and social worth. The reason is that
women are heavily involved in small­
scale agriculture, the informal sector and
household activities - areas where data
are notoriously deficient.

But there is another aspect. Women's
work, especially their household work,
often is unpaid and therefore unac­
counted for - processing food, carrying
water, collecting fuel, growing subsis­
tence crops and providing child care. For
example, women in Nepalese villages
contribute 22% to household money
incomes, but when nonmarketed subsis­
tence production is included, their cen­
tribution rises t053%. Itisestimated that
unpaid household work by women, if
properly evaluated, would add a third to
global production.

Even when women are remunerated
for their work, their contribution is often
undervalued. In formal employment,
women earn significantly less than men

BOX 2.3
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the lowest income decile was 53 years in the
early 1980s, 20 years less than the average
life expectancy in the top income decile.
• In Colombia infants in poor families are
twice as likely to die as infants in the top
income decile.
• In rural Punjab child mortality among
the landless is 36% higher than among the
land-owning classes.
• In a South Indianvillage the literacy rate
in 1989 was 90% for Brahmins and 10% for
people at the lower end of the caste hierar­
chy.
• In Zimbabwe child malnutrition was
severe when the average family income was
$51, mild at $168, and nonexistent at $230
and above.

Such evidence emphasises the need for
careful monitoring of the beneficiaries of
government spending to ensure that it re­
duces rather than perpetuates inequalities.

If the state provides the goods and ser­
vices essential for human development free
or at low cost - as in Sri Lanka in the 1960s
and 1970s - it can reduce the handicaps
the poor face. But the free or subsidised
services may not reach many of the poor.
That can happen - as it did in Egypt ­
where only urban food is subsidised or urban
health services are provided. Information
about social services may also be more ac­
cessible to the wealthier or better educated,
who then manage to preempt the major
benefit from such services.

Moreover, even free services have a
cost. To gain access to health services or to
attend school, people have to pay transport
costs, and the time taken to use the services
has an opportunity cost. That is why very
poor families often keep their children out
of school, especially at harvest time when
farm labour is needed most.

Not enough research has been done on
the distribution ofsocial benefits by income
group in developing countries, but scat­
tered evidence shows that much social
spending often goes for projects and pro­
grammes that subsidise the rich more than
the poor.
• Hospital spending in Latin America,
primarily benefitting the urban nonpoor,
ranged from 64% of total central govern­
ment expenditure on health in Guyana to

HUMAN DEVELOPMENT SINCE 1960

100% in El Salvador.
• In the Philippines in the early 1980s,
annual subsidies to private hospitals cater­
ing to upper-income families exceeded the
resources allocated to mass programmes
(including malaria eradication and schis­
tosomiasis) and to primary health care.
• In developing countries as a whole, ter­
tiary education covered about 8% of the
population but absorbed 73% ofthe educa­
tion budget in 1973. The cost per student in
tertiary education was 24 times that in pri­
mary education.

A major conclusion from all this evi­
dence is that not all government spending
works in the interest of the poor and that
great care must be taken in structuring
social spending to ensure that benefits also
flow to them. The very rationale for govern­
ment intervention crumbles ifsocial expen­
ditures' far from improving the existing
income distribution, aggravate it further­
an issue that is taken up atlengthinchapters
3 and 4.

Looking at all three types of depriva­
tion, another major conclusion is thatpoor
rural women in developing countries suffer
the gravest deprivation. Many of them are
still illiterate. Their real incomes have not
increased and in some parts of the world
have even fallen. Their births are still unat­
tended by health personnel, and they face a
high risk of death during childbirth. They
and their children have almost no access to
health care.

There are between 500 million and one
billion poor rural women. For them, there
has been little progress over the past 30
years.

Reversibility ofhuman development

Human progress during the 1960sand 1970s
differed greatly from that in the 1980s.

In the late 1970s and early 1980s, very
large imbalances had developed in the cur­
rent account of the balance of payments in
many developing countries. The non-oil
developing countries had a combined defi­
cit of $74 billion in 1980. Unlike the situ­
ation in much of the 1970s, there was no
voluntary bank lending to finance the defi­
cits. Voluntary lending dried up because

For more than half
a billion poor rural
women, there has
been little progress
over the past 30
years
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FIGURE 2.16

Debt of developing countries
us $ billions
1000
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the crisis was so widespread, affecting more
than two-thirds of the countries of Latin
America and Sub-Saharan Africa as well as
several Asian countries.

The economies of most developing
countries slowed down in the 1980s, except
in Asia. Acutely affected by the crisis, they
experienced a nearly continuous economic
decline, and despite rigorous adjustment
efforts, they were still showing severe imbal­
ances at the end of the 1980s.

In 17 Latin American and Caribbean
countries, per capita income fell in the 1980s.
Average income per person in the region
declined 7% between 1980 and 1988, and
about 16% ifaccount is taken of the deterio­
rating terms of trade and the resource out·
flow. Net investment per capita fell 50%
between 1980 and 1985.

In Africa income per person declined
more than 25% for the region as a whole,
30% taking into account the deterioration
in the terms of trade. GDP did grow faster
in 1985-87 than during 1980-84, but that
growth was still slower than the growth in
population, and incomes per person fell at
roughly the same rate in countries with
strong reform programmes as in countries
with weak or no reform programmes. In­
vestment fell more than 9% a year, and per
capita consumption 1% to 2% a year.

Much of Asia, by contrast, was not very
seriously affected. Between 1980 and 1986
GDP per capita rose 20% in South Asia and

50% in Southeast and East Asia, though
some countries were badly hit, including the
Philippines.

Evidence of the effect of these eco­
nomic changes on social conditions is piece­
meal because social data usually are not
collected regularly at short intervals, or
reported on systematically. Moreover, some
social data - such as life expectancy - are
generated by extrapolating past trends, until
new empirical data, such as that from a
population census, establishes a new trend.
Few official statistics have thus begun to
capture the effects of the 1980s' economic
crisis on human development.

Judging from the piecemeal data that
exist, many developing countries have had
sharp breaks in their human development
trends, and sometimes even reversals.
Countries in Africa and Latin America suf­
fered the most adversity.

In seven Latin American countries and
sixAfrican countries, child malnutrition rose
at some time in the 1980s. In two-thirds of
the Latin American countries for which data
are available, the progress in reducing infant
mortality rates slowed or reversed - as it
did in 12 of 17 African countries. Many
households lost purchasing power and were
leftwith incomes grossly inadequate to meet
minimum food needs.
• In Ghana in 1984 even upper-level civil
servants could only afford two-thirds of the
least-cost diet to meet nutritional needs. A
two-wage-earner household receiving the
minimum wage could afford less than 10%
of such a diet.
• In Uganda in 1984 an average-size urban
family needed 4.5 times the minimum wage
to meet its minimum food requirements.
• InDares Salaam in the mid-1980s, 58%
of the women surveyed in low-income
households reported that they had been
forced to cut down from three meals a day
to two, and 61% had reduced their con­
sumption of protein-rich foods.
• In Jamaica in 1986 a family of four
needed two to three times the minimum
wage to have access to the minimum accept­
able nutrition.

In many instances, high inflation, rising
food prices, stagnant formal employment
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BOX 2.4

Adjustment with a human face in Zimbabwe

In Bolivia central government health ex­
penditure per person in 1984 was less than
30% of that in 1980.

The worsening of social conditions was
far from uniform. Some countries pro­
tected the most vulnerable groups from the
downward pressures. Zimbabwe, Botswana,
Costa Rica, Chile and the Republic ofKorea
managed to adjust and protect the human
condition, but these are countries that have
done consistently well in human develop­
ment (box 2.4). Moreover, many of them
have well-established capacities for plan­
ning and managing national development.

The countries that protected vulnerable
groups during the adjustments ofthe 1980s
did so in a variety of ways.
• Some countries avoided excessively
deflationary macroeconomic policies and
thus managed to maintain incomes and
employment. The Republic of Korea and

and curtailed government subsidies con­
verged to push household incomes down.
Latin America is estimated to have had 4
million fewer new jobs in 1980-85 than it
would have had under previous trends ­
and its unemployment grew more than 6%
a year. Africa had an annual increase in
unemployment of 10% during the same
period.

According to ILO estimates, wage earn­
ers have borne the brunt of the economic
crisis, with real wages having been cut back
severely. InAfrica and LatinAmerica, wage
cuts ofa third to ahalfwere not exceptional.
Between 1980and the mid-1980s, realwages
fell50%inPeru and Bolivia, 30% in Mexico
and Guatemala, and 25% in Venezuela.
The share of labour income in the region's
GNP declined by 25% between 1980 and
1987. In Africa, too, real wages fell more
rapidly than income per person during the
first half ofthe 1980s.

Rapid rises in food prices compounded
the damage from falling real incomes. In
many countries food prices rose faster than
other prices because ofreduced food subsi­
dies, higher producer prices, decontrolled
consumer prices and devalued currencies.
Food subsidies fell from 1980 to 1985 in
each of 10 countries examined in detail.
Food price rises exceeded the general cost
of living in five of six UNICEF case studies.
And more than half the countries receiving
World Bank structural adjustment loans
had the availability of food per capita de­
cline as a percentage ofrequirements from
1980to 1987.

The declines in government spending
on social services generally impaired human
development in the 1980s. Social spending
was not cut disproportionately more than
total spending, but real government spend­
ing per person declined in around two­
thirds of the countries of Africa and Latin
America, in some cases considerably.
Madagascar's real social spending per per­
son fell 44% (during 1980-84), Senegal's
48% (1980-85) and Somalia's 62% (1980­
86). In Zambia the real value of the drug
budget in 1986was aquarter ofthat in 1983,
and only 10% of the budget was spent
because of shortages of foreign exchange.
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When Zimbabwe became independent
in 1980, it launched a series of pro­
grammes in health, education and the
productive sector to correct some of the
large inherited racial inequalities and to
improve the position of the poor. But
imbalances developed, in part because of
external shocks, and the government
introduced a series of adjustment meas­
ures.

Some of the measures were ortho­
dox: restraining the growth of credit,
keeping wage increases below the rate of
inflation, reducing subsidies, devaluing
the currency and raising interest rates.
Others were less orthodox: restraining
dividend remittances, continuing import
controls and adopting a more expansion­
ary general stance than most policy pack­
ages approved by the IMF.

For much of the 1980s Zimbabwe
failed to reach agreement with the IMP
and adjusted on its own. The period of
adjustment also coincided with an acute
drought.

The government introduced mea­
sures to protect the mostvulnerable popu­
lation segments during the adjustment
period.

Credit and marketingreforms shifted
resources to low-income farmers, whose
share of credit from the Agricultural

Finance Corporation rose from 17% in
1983 to 35% in 1986 and whose share of
marketed maize and cotton rose from
10% to 38%.

Expenditures on basic health and
primary education increased rapidly.
While the share of defence and admini­
stration in total government expenditure
fell from 44%in 1980to28%in 1984, the
share of education and health rose from
22% to 27%. Within the education
budget, the share of primary education
rose from 38% to 58% over the same
period, involving a doubling of real per
capita expenditure on primary educa­
tion. A growing proportion of the rising
health budget was devoted to preventive
health care.

Special feeding programmes were
introduced, with a drought relief pro­
gramme and a supplementary feeding
programme for undernourished children.
More than a quarter million children re­
ceived food supplements at the peak of
the drought.

Because of these efforts, the eco­
nomic costs of adjustment did not be­
come human costs. The infant mortality
rate continued to decline, primary school
enrolment rose at a rapid rate, and mal­
nutrition did not rise despite the drought.
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Without some end
to the debt crisis,
the impressive
human
achievements
recorded so far
may soon be lost
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Zimbabwe adopted less deflationary ad­
justment policies than were typical.
• Some launched special employment
schemes to maintain the incomes of 10w­
income households. Chile undertook mas­
sive public works programmes, which were
at one time employing as much as 13% of
the work force. Zimbabwe diverted sub­
stantial amounts of credit to smallholder
farmers.
• Some directed special nutrition support
to the neediest. In Botswana and Chile,
infants and children were carefully moni­
tored, and food and other support was
supplied as necessary.
• Some protected real expenditures on
priority services in the social sector. Zim­
babwe greatly increased spending on pri­
mary education and primary health care,
cutting back on defence. Many countries
supported low-cost and high-priority meas­
ures despite overall cutbacks in expenditure
- and made progress in extending im­
munisation.

Ageneral feature of the successful COUll­

tries was their careful and systematic moni­
toring of human and economic variables.
Good and up-to-date statistics on what was
happening proved essential for appropriate
and timely policy action.

Although many countries maintained
their human development levels over this
difficult period by redirecting resources
towards priority areas - and indeed contin­
ued their progress in reducing infant and
child mortality rates - it was clear that
continuing economic decline would make
such efforts increasingly difficult. Despite
its economic problems,]amaica maintained
support for human development through­
out the 1970s, but stabilisation programmes
in the 1980s severely cut social spending,
and there has been evidence of halts and
even reversals in some human indicators.

Resumed economic growth is thus es­
sential to allow the expansion of incomes,
employment and government spending
needed for human development in the long
run. Without some end to the continuing
debt and foreign exchange crisis in much of
Africa and Latin America, the impressive
human achievements recorded so far may
soon be lost.

De-formation ofhuman development

Human development is fragile. Economic
slowdowns and their consequences - fall­
ing income, flagging employment, plunging
wages and deep cuts in social spending­
can quickly reverse progress.

This fragility is not limited to developing
countries or to economic recessions. In the
United States the number of homeless
people has risen tremendously in the past
years. And in the United Kingdom the
distribution ofincome - whether original,
disposable or final income - worsened
during the 1980s, leading to a deepening of
poverty.

Losses of human development gains
may stem from the development path a
country pursues, for development is far
from unidirectional. Technologicaladvance­
ment has given a tremendous impetus to
production and eased human life in innu­
merab1eways. Butithas also brought indus­
trial pollution. The growing density of the
transport network enhanced people's geo­
graphical mobility and access to develop­
mental opportunities. It has also entailed
environmental degradation.

The point is that development has desir­
able and undesirable effects. And people
must be able to make informed choices
about the weight they assign to the pros and
cons. Is tobacco-smoking worth the risk of
lung cancer? Is high speed on highways
worth the deaths and disabilities it costs
each year? What are chemical fertilizer's
tradeoffs between increased agricultural
production and polluted water resources?
Such questions have no easy answers.

Many countries have seen more and
more lives destroyed by rising crime, drug
abuse, environmental pollution, family
breakup and political turmoil. And now
there is a new major threat tohumanlife­
the acquired immune deficiency syndrome
(AIDS).

Developmentand crime

The relationship between crime and devel­
opment is complex. Rapid socioeconomic
change - often entailing dramatic conse­
quences for people's lifestyles and the crum-
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bling of traditional norms and values, but
also sharp economic and social inequities­
may lead to an increase in crime. Criminal
activity, in turn, can further worsen the
societal imbalances by destroying human
lives and encouraging drug use. Perhaps
worse, it makes people feel vulnerable and
insecure, depriving them of dignity and
optimism.

Property crime increases with higher
levels ofdevelopment. The relationship for
other types ofcrime is less conclusive, butit
is known that the developing countries'
reported homicide and assault rates exceed
those of developed countries, while the
reverse is true for thefts and frauds.

For nine Western European countries
the frequency of street crimes more than
doubled between 1960 and 1980. From
1975 to 1980 the greatest increase was in
drug crimes, which increased more than 10­
fold globally, with increases for individual
countries between 5% and 400% a year.

Crime apparently pays. Criminals are
becoming more technicallyexperienced and
better organised, often with vast interna­
tional operations and connections. The
proceeds from organised criminal activity
amount to billions of dollars, outstripping
the GNP ofmany countries. But crime also
imposes costs, for the frequent response to
growing crime has been a large increase in
police forces, in both developed and devel­
oping countries, syphoning off resources
that could otherwise be available for devel­
opment purposes.

The drug trade

The use of illicit drugs threatens the health
and well-being ofmanymillions ofpeople in
both developed and developing countries.
Possibly even greater harm comes from
production and marketing. The enormous
illegal profits in producing and using coun­
tries criminalises society, corrupts law en­
forcers and brings politicalviolence to coun­
tries and military conflicts between them.

More than 2 million people are directly
employed in drug production and trade,
which contributes much to the economies
of drug-producing nations. Returns per
hectare from growing narcotic crops in Latin
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America are 10 to 20 times those from legal
crops. Yet the producers receive only a
fraction ofthe street price, which is often as
much as 120 times the production cost.

Drug abuse and trafficking defy mea­
surement, but they are known to be increas­
ing sharply. The cocaine seized between
1980 and 1985 increased more than four­
fold, and the heroin sevenfold. WHO esti­
mates that 48 million people worldwide
regularly used illicit drugs in 1987 -among
them 30 million cannabis users, 1.6 million
coca-leaf chewers, 1.7 million opium ad­
dicts and 0.7 million heroin addicts. The
value of trade in illegal drugs exceeds that of
world trade in oil and is surpassed only by
the trade in arms.

Drug users are a third less productive
than nonusers, three times more likely to be
involved in accidents on the job and twice as
often absent from work. Drug abuse during
pregnancy means more miscarriages and
infant deaths - and lower birth weights
and mental achievements for the children
that survive, with the babies ofdrug abusers
often born as addicts. Intravenous drug
takers also risk and promote the spread of
AIDS.

Drug abuse imposes growing costs on
drug users and their families, on govern­
ments for prevenrion, rehabilitation, medi­
cal and enforcement programmes, and on
society for lost output and heightened vio­
lence. The United States alone spent $2.5
billion in 1988 for law enforcement against
drug production and trafficking. Falling
drug prices suggest, however, that these
efforts are far from effective.

Attempts to control drugs have failed
because the incentives for producers and
traffickers and the demand pressures from
consumers are far too strong. So, the battle
continues to be lost at very heavy costs.

TABLE 2.5
Drugs seized worldwide.
1980 and 1985
(tons)

Drug 1980 1985

Cannabis herb 5,806 6.434
Cannabis resin i 72 360
Cannabis liquid 1 1
Cocaine 12 56
Heroin 2 14
Opium 52 41

The value of trade
in illegal drugs
exceeds that of
trade in oil and is
surpassed only by
the trade in arms
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Industrial
pollution is
foreclosing many
opportunities for
humankind
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Environmentaldegradation

People should be able to live in a safe
environment with clean water, food and air
- and without undue health hazards from
industrial wastes and other environmental
degradation. The environmental hazards,
already large, have been increasing over the
past decades. These include health risks
from the earth's warming, from the damage
to the three-millimeter layer of ozone and
from industrial pollution and environmental
disasters.

Some of the startling environmental
disasters of the 1980s were:
• The leak from a pesticides factory in
Bhopal, killing 2,500 people and blinding
and injuring more than 200,000.
• The explosion of liquid gas tanks in
Mexico City, killing 1,000 and making thou­
sands homeless.
• The breakdown of the Chernobyl nu­
clear reactor, spreading radioactivity
throughout Europe and greatly increasing
future cancer risks.
• The warehouse fire in Switzerland that
allowed chemicals, solvents and mercury to
flow into the Rhine, killing millions of fish
and threatening drinkingwater in Germany
and the Netherlands.
• The 75,000 active industrial landfills in
the United States, most of them unlined,
allowing contaminants to leak into ground­
water.

Such industrial pollution is accelerating
the extinction ofspecies and perhaps fore­
closing many opportunities for humankind,
especially in the medical field.
• At least 93% of the original primary
forest in Madagascar has been destroyed,
and about half the original species (num­
bering around 200,000) have been elimi­
nated.
• In western Ecuador since 1960 almost
all the forests have been destroyed to make
way for banana plantations. As many as
25,000 species have been destroyed in the
past 25 years.

Equally damaging, though less obvious,
are the cancers, respiratory diseases, and
diarrhoeal diseases from pollution.
• Only 209 of the more than 3,000 large
towns and cities in India have even partial

sewage facilities, and only eight have full
sewage treatment. More than 100 cities
dump untreated sewage, chemicals, and
other wastes into the river Ganges. Three of
every five people in Calcutta suffer from
respiratory diseases related to air pollution.
• Deaths from lung cancer in Chinese
cities are four to seven times the national
average, with many of the deaths attrib­
utable to heavy air pollution from coal
furnaces.
• In Malaysia the area around Kuala
Lumpurhas two to three times the pollution
ofmajor cities in the United States.
• In Japan air pollution reduces some
wheat and rice crop production by as much
as30%.
• About 10,000 people die each year in
developing countries from pesticide poi­
soning, while 400,000 suffer acutely.
• Diarrhoeal diseases from unsanitary
facilities and dirty water kill an estimated 4
million children a year in developing coun­
tries.

Alongwith this deterioration, there has
been some progress. Developed countries
have tightened their regulations on pollu­
tion substantially. Air pollution in most
developed cities has been declining. Inter­
national action has been initiated on chlo­
rofluorocarbons. Awareness of the
environment's importance and the market's
limitations in protecting it has greatly in­
creased in recent years.

For the Third World, however, such
progress has often been offset by pressures
of population, poverty and urbanisation.
The developing countries now exhibit the
greatest increases in world pollutants, be­
cause few of them have the capacity to
install, use and maintain environmentally
benign technologies.

In absolute terms, the industrial pollu­
tion in the North is far greater than in the
South. For example, 29% of the chlo­
rofluorocarbons escaping into the atmos­
phere originate in the United States, 41%in
Australia, Canada, New Zealand, Japan,
and Western Europe, 14% in Eastern Eu­
rope and only 16%in developing countries.
Acid rain is worst in central Europe, and
about half the forest inWestern Germany is
already damaged.
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TABLE 2.6
Changes in the size of households in selected developed countries
(percentage of total households)

Sin~le parent
One person Couple with children wit children

Country 1960 1970 1980 1960 1970 1980 1960 1970 1980

Canada 9 13 20 50 37 2 3
England and Wales 12 18 22 49 44 39 7 7 8
France 20 22 24 45 41 39 4 5 5
Germany, Federal Rep. 21 26 31 55 47 42 2 2 3
Netherlands 12 17 22 56 53 43 6 7 6
Sweden 20 25 33 37 30 25 3 3 4
Switzerland 15 20 27 48 45 41 5 5 4
United States 13 17 23 44 40 29 4 5 8
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1980 1988
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FIGURE 2.17
Refugees by region
Millions of people

dation and its sequels - drought, flooding,
soil erosion, lost productivity, failed har­
vests and threats of hunger and death.

The traditional extended family has in many
parts of the world been replaced by the
nuclear family - typically two parents and
their children. Accompanying the decline
of the extended family has been the break­
down of the social security net and the
support it provided to its members. In many
countries, especially developing countries,
the replacement systems- nurseries, health
and unemployment insurance, and other
social services - have not yet emerged.
The uneasy transitionhas oftenbeenmarked
by considerable hardship, especially for the
children, the elderly and the disabled.

Now, the nuclear family is itself break­
ing up in many countries and being replaced
by single-person households and single­
parent households. In the United Kingdom
nuclear families of two parents with chil­
dren accounted for only a quarter of the
households in 1988. In the United States
couples with children dropped from 44% of
allhouseholds in 1960 to 29% in 1980, while
one-person households rose from 13% to
23% and single-parent households from 4%
to 8%. If the trend continues, only three of
five youngAmerican families will be headed
by a married couple in 2000. Trends are
similar in other developed countries. The
incidence of divorce has also been high in
the North, and it appears to be on the rise in
the South.

Poor women, in both North and South,
are hurt most by these trends. Because

Changing household patterns

Much human potential goes to waste be­
cause of forced migration - people com­
pelled to abandon their homes and their
assets because of political turmoil, military
conflicts or ethnic strife. For such reasons,
12 to 14 million people had registered as
refugees at the end of the 1980s.

The world has always known massive
population movements. The SecondWorld
War and its aftermath displaced nearly 15
million people, including Germans, Hun­
garians, Poles, Czechs and Russians. The
partitioning of the Indian subcontinent in
1947 uprooted more than 14 million people.
More than a million Palestinians are dis­
placed. Periodic wars and crises in various
parts of Africa have also displaced millions
- for example, Nigeria expelled a million
people in 1983.

The refugee problemgrew tremendously
during the 1980s. Some 14 million people
were displaced in 1988, compared with an
estimated 8 million at the start of the dec­
ade. The Mghan war displaced about 5
million people, a third of the Mghan popu­
lation. About 300,000 Somalis have fled to
Ethiopia. Other growing groups ofrefugees
include ethnic Turks from Bulgaria and
Vietnamese boat people. And in Central
America, 160,000 Salvadorans are scattered
throughout South America (120,000 in
Mexico), many Guatemalans are in Mexico
and the United States, and many Nicara­
guans are in Honduras, Mexico and the
United States.

In addition to international refugees are
the millions ofpeople displaced in their own
countries: 10 million in Mrica in 1988,
including 2.7 million in Uganda, 2 million in
the Sudan and 1.1 million in Mozambique.

Added to these numbers are the num­
bers of environmental refugees, who rank
today with political refugees: 12 to 14
million people who have abandoned their
homes because of natural resource degra-

Refugees and displaced persons

According to the WHO the cost of
measures to remedy environmental degra­
dation and eliminate significant public
health hazards is greater than the cost of
prevention.
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women are typically less qualified than men,
they tend to go into lower paying jobs and
have fewer opportunities to be upwardly
mobile, leaving them less able than men to
provide a decent living to their families. The
increasingnumber offemale-headed house­
holds has led to a feminisation of poverty.

Tropical diseases and the AIDSepidemic

A vast number of people in the developing
world suffer from, or are threatened by,
debilitating or fatal tropical diseases.

• Malaria is endemic in 102 countries and
threatens more than half the world's popu­
latioh. There are 100 million malarial infec­
tions each year and about one million deaths.
• Onchocerciasis has infected nearly 18
million people and about 80 million people
are seriously threatened by it. In many
affected villages a third to a halfofthe adults
have been blinded. Victims of the disease
are concentrated inWest Africa and in parts
ofLatin America and the Middle East.
• Schistosomiasis is endemic in 76 courr-

BOX 2.5

The AIDS epidemic

TheAIDS epidemicposes aserious threat Adistinctive feature of the epidemic
to all countries, but it particularly affects is that - unlike famine, drought and
developing countries that lack preven- poverty, which orrenclaim the very young
tive health and social support services and the very old - AIDS claims those in
and that have a high incidence of infec- the productive years and so also threat-
tion. It adds burdens to debt, poverty, il- ens the health of the economy.
literacy, structural adjustment and other Dependency ratios are increasing,
diseases. and with per capita income on the de-

The developing countries most af- crease, there will be more dependents to
fected include those in much of Central, feed with less. One study estimates that
Eastern and Southern Africa and a in 10 high-incidence African countries,
number of Caribbean countries, includ- more than 10% of the children have lost
ing French Guyana, Bermuda, the Baha- at least their mother to AIDS by the end
mas, Haiti and Trinidad and Tobago. of this decade.
Rates of infection are also high for some As the epidemic intensifies, the al-
subgroups in Brazil, Mexico and Thai- ready-limited social services and health
land. insurance provided by governments or

In its infancy, the epidemic has al- the private sector will be withdrawn
ready induced sharp increases in adult, because ofhigh costs. Key sectors of the
maternal and child morbidity and mor- economy - including mining, transpor-
taliry rates in affected countries. Associ- tation, defence and finance - may lose
ated secondary epidemics of endemic many of their trained workforce. Remit-
developing country diseases, especially tances from abroad, tourism and foreign
tuberculosis, are also occurring. Na- investmentcould all be adverselyaffected.
tional health budgets in many of these Infection rates in rural areas are increas-
countries are inadequate, and health care ing and will eventually reduce food and
systems are predominantlyurban-centred other agricultural production.
with a curative orientation.
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tries, with 600 million people atrisk and 200
million people already infected.
• More than 90 million people are in­
fected by filariasis, and an estimated 900
million people are at risk.

For onchocerciasis, the distribution of
the drug ivermectin has in recent years been
a striking breakthrough. For malaria, how­
ever, there has been little improvement in
the numbers affected in the past 15 years.
The situationmay even have become worse,
because there is significant underreporting
for all tropical diseases.

The social consequences of tropical
diseases are severe. In a village affected by
guinea worm, for instance, agricultural
productivity has dropped by 30%. Inmany
cases, children are the most affected. In
Sub-SaharanAfrica malaria has caused more
than 100,000 deaths ofchildren under the
age of one and nearly 600,000 deaths of
children between the ages ofone and four.
Even when children survive, their subse­
quent growth and learning capabilities are
often reduced.

Migrant workers are also at a great risk.
Health workers have found a high incidence
of malaria in the new settlements of the
mobile and diverse population along the
Amazon.

A decisive effort is thus required to
advance research on the prevention and
control of tropical diseases and to make
drugs available to all people at risk.

AIDS emerged as a frightening threat to
mankind only in the late 1970s. Between5
and 10 million people apparently are in­
fected worldwide, although only 133,000
cases were reported to the WHO at the end
of 1988. Ofthe reported cases, about 68%
were in the Americas, mainly in the North,
14% in Europe, 17% in Africa and 1% in
Asia and Oceania. But these figures are
gross underestimates because of the lack of
diagnosis and reporting. The actual figures
must be much higher, especially in develop­
ing countries.

Most AIDS cases are 20-40 year olds,
the most productive members of the work
force. In some cities in Africa, the rate of
infection for this age group is thought to be
25%.

AIDS is likely to reverse many of the
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successes in reducing infant and child mor­
tality and in raising life expectancy. It has
been estimated that if 5% of the pregnant
women in a typical Mrican developing
country are infected, the infant mortality
rate would rise by about 13 per 1,000, an
increase higher than the current rate in most
developed countries.

The cost of caring for AIDS patients is
imposing tremendous strains on health
budgets. Public spending on AIDS re­
search and education in the United States
amounted to $900 million in 1988, and the
cost of care was $50,000 to $150,000 per
patient. Costs like these, if reproduced in
developing countries, would soon absorb
entire health budgets. Although the cost of
care is much less in developing countries,

I IUMAN DEVELOPMENT SINCE 1960

the disease alreadyis putting immense strain
on budgets and taking resources away from
otherpriorities. Thispatterncanonlyworsen
as the disease spreads.

To sum up: the picture ofhuman devel­
opment needs qualification. Human prog­
ress does not take place automatically, and
higher income is no guarantee for a better
life. The problems ofreversed or de-formed
human development challenge both devel­
oping and developed countries, but they
also underscore the centrality of human
development as a continuingpolicy concern
and priority. Development, even in coun­
tries at higher incomes, cannot afford to
lose sight ofits primarygoal: the betterment
ofhuman life.
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CHAPTER 3

Economic growth and human development

Economic growth is essential for human
development, but to exploit fully the oppor­
tunities for improved well-being that growth
offers, it needs to be properly managed.
Some developing countries have been very
successful in managing their growth to
improve the human condition, others less
so. There is no automatic link between
economic growth and human progress. One
of the most pertinent policy issues concerns
the exact process through which growth
translates, or fails to translate, into human
development under different development
conditions.

Typology ofcountry experience

The human development experience in
various countries during the last three dec­
ades reveals three broad categories of per­
formance. First are countries that sus­
tained their success in human development,
sometimes achieved veryrapidly, sometimes
more gradually. Second are countries that
had their initial success slow down signifi­
cantlyor sometimes even reverse. Third are
countries that had good economic growth
but did not translate it into human develop­
ment. From these country experiences
emerges the following typology:
• Sustained human development, as in
Botswana, Costa Rica, the Republic ofKorea,
Malaysia and Sri Lanka.
• Dz"sruptedhuman development, as inChile,
China, Colombia, Jamaica, Kenya and
Zimbabwe.
• Missed opportunitiesfor human develop­
ment, as in Brazil, Nigeria and Pakistan.

The analysis ofthese countrycases leads
to several important conclusions. First,
growth accompanied by an equitable distri­
bution of income appears to be the most

effective means ofsustained human devel­
opment. The Republic of Korea is a stun­
ning example of growth with equity. Sec­
ond, countries can make significant im­
provements in human development over
long periods - even in the absence ofgood
growth or good distribution - through
well-structured social expenditures by gov­
ernments (Botswana, Malaysia and Sri
Lanka). Third, well-structured government
social expenditures can also generate fairly
dramatic improvements in a relatively short
period. This is true not only for countries
starting from a low level ofhuman develop­
ment but also for those that already have
moderate human development (Chile and
Costa Rica). Fourth, to maintain human
development during recessions and natural
disasters, targetted interventions may be
necessary (Botswana, Chile, Zimbabwe and
the Republic of Korea in 1979-80). Fifth,
growth is crucial for sustaining progress in
human development in the long run, other­
wise human progress may be disrupted
(Chile, Colombia, Jamaica, Kenya and
Zimbabwe). Sixth, despite rapid periods of
GNP growth, human development may not
improve significantly if the distribution of
income is bad and ifsocial expenditures are
low (Nigeria and Pakistan) or appropriated
by those who are better off (Brazil). Finally,
while some countries show considerable
progress in certain aspects ofhuman devel­
opment (particularly in education, health
and nutrition), this should not be inter­
preted as broad human progress in all fields,
especiallywhen we focus on the question of
democratic freedoms.

The main policy conclusion is that eco­
nomic growth, ifit is to enrich human devel­
opment, requires effective policy manage­
ment. Conversely, ifhuman development is
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to be durable, it must be continuously
nourished by economic growth. Excessive
emphasis on either economic growth or
human development will lead to develop­
mental imbalances that, in due course, will
hamper further progress.

Policiesfor human development

Many factors influence the levels and
changes in human development, ranging
from aspects of the macro economy ­
which in turn are affected by developments
in the international economy - to micro
factors operating in individual households.
Also important is at least one set ofinterme­
diate, or meso, variables: the level and
structure ofgovernment expenditures and
government programmes for the social sec­
tors. Meso policies cover the whole range of
fiscal policies, including those directly af­
fecting the distribution of income, but the
analysis here is confined to social expendi­
tures. It can be broadened considerably
through more research, particularly on the
links between the level and structure of
government expenditures and the distribu­
tion ofincome.

The main macroeconomic determinants
ofhurnan development, together determin­
ing the levels and changes in household
income, are initiallevels and growth rates of
income per capita and initial levels and
trends in the distribution ofincome.

The main instruments of government
for directly affecting human development
levels are:
• Across-the-boardmesopolicies: those for
the provision ofpublic goods and services in
a way that does not discriminate among
different social groups or regions, such as
universal food subsidy systems, universal
primary education programmes and nation­
wide immunisation programmes.
• Targetted meso policies: those for the
provision ofpublic goods and services to all
members ofparticular target groups in the
society, such as the food stamp programme
for lower-income groups in Sri Lanka or a
supplementary feeding programme that
attempts to cover all malnourished children
in a country.

Meso policies centre on health, educa-

tion, potable water and other social services
- usually provided by government - and
can be measured by the shares of govern­
ment budgetary expenditures in GNP or
GDP. The level of meso policies can be
described as low if government expendi­
tures on the social sectors are less than 6%
of GDP, moderate if they are between 6%
and 10% and high if they are greater than
10%. Per capita public spending in the social
sectors would be expected to rise with aver­
age per capita GDP. Richercountriesmay
thus have higher absolute social spending
per capita even if the level of their meso
interventions, as defined here, is lower.
Higher incomes can, therefore, have a posi­
tive impact on human development not
only through ensuring high primaryincomes
but also by providing larger absolute re­
sources to the government.

It is also desirable to distinguish differ­
ent types of expenditures in each social
sector, such as that on primary and tertiary
education and on preventive and curative
health care. Such distinctions describe the
structure ofexpenditures within a particular
social sector - and provide greater detail
than the allocation of the total budget to
different social sectors. A distinction be­
tween recurrent and capital expenditures
can also be made.

The literature provides fairly conclusive
evidence of the association between differ­
ent rates ofsuccess in human development
and the relative importance given to differ­
ent types ofspending on social sectors. For
example, spending on primary education
and preventive health care is likely to lead to
substantially larger improvements in hu­
man development than spending on higher
levels ofeducation and curative health care
- at least at low initial levels of human
development.

Meso policies can be well designed or
less well designed, and their impact de­
pends on their context. Government poli­
cies for universal primary education and for
universal secondary education are across­
the-board meso policies. But the former are
more likely than the latter to be part of a
well-structured package of meso policies
where primary school enrolment ratios are
stilllow.

There is no
automatic link
between economic
growth and human
progress
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Social spending,
directed towards
the poor, must
compensate for
uneven Income
distribution

Similarly, there are differences in
targetted interventions. Ifsubstantial bene­
fits accrue to nondeserving groups or do not
accrue to deserving groups, the interven­
tion is poorly designed. The balance be­
tween targetted and across-the-board poli­
cies also matters. Targetted interventions
may be appropriate only under special cir­
cumstances, such as a temporary recession
or extreme crisis, or only in countries that
have the administrative capacity to manage
efficient targetting. The circumstances
should thus define the extent and duration
ofesing targetted inter- ventions to protect
or improve human development.

Meso policies become important when
people's primary incomes, especially those
of the poorest, are insufficient for them to
obtain the goods and services needed to
ensure a decent level of human develop­
ment. Primary incomes are the disposable
incomes of households from the normal
workings of the economy. They often are
insufficient in countries where incomes are
generally low: even if the distribution of
income is good, few people have primary
incomes sufficient to ensure adequate
human development. Primary incomes can
also be insufficient where higher incomes
are badly distributed: the incomes ofsome
people may allow even developed country
living standards, but for many others the
primaryincomes maybe insufficient to meet
their basic needs.

Well-structured meso policies are
needed to compensate for the low primary
incomes ofimportant segments ofthe popu­
lation. Where incomes are generally lowbut
the distribution is good, well-structured
across-the-board meso policies are likely to
be appropriate. In countries with higher
average income and good growth but skewed
income distribution, some targetted inter­
ventions thatfavour the poorer segments of
society may need to supplement the across­
the-board policies. But even here, and
especially in the long run, well-structured
across-the-board policies - along with
changes in the growth process - are likely
to have the greatest payoff.

The patterns of human development
described here are linked with differences
in the relative roles of the macro and meso

determinants and with differences in the
relative roles ofspecificmeso policies. These
differences will become clearer in the fol­
lowing discussion of country experiences
since 1960.

Indicators ofcountryperformance

Any assessment of human development
would ideally use a composite measure,
such as the human development index
(HDI) that was introduced in chapter 1.
But the HDI, now available for only one
point in time, does not yet allow trend
analysis. We could also consider several
indicators separately -life expectancy at
birth, mortality ofchildren under five years
of age, female and male literacy, and nutri­
tional status, especially that ofchildren. But
good time series are also rare for many of
these indicators.

A third option - the one chosen here
- is to select an indicator that has fairly
comprehensive time series data and that
correlates closely with other indicators of
human development. The under-five mor­
tality rate meets both these requirements.
Extensive empirical evidence suggests that
reductions in the under-five mortality rate
usually reflect improvements in nutrition­
particularly that of pregnant women, in­
fants and children - as well as achieve­
ments in education, especially female lit­
eracy. Estimates of life expectancy, in
turn, are strongly influenced by under-five
mortality rates, particularly in developing
countries.

The long-run trends in under-five mor­
tality rates thus provide a useful indicator of
changes inhuman development. But these
rates refer primarily to changes on only one
side of the human development equation
- the formation of human capabilities.
They do not capture the use of human
capabilities.

Sustained human development

Countries with durable progress in human
development often started from very differ­
ent initial conditions in 1960 and have at
times followed quite different routes to
sustain their success.
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The RepublicofKorea

The Republic ofKorea has achieved human
development through fast and equitable
growth. For most of the people, primary
incomes have grown enough to enable
improvements in the human conditionwith­
out significant government interventions.
Social sector expenditures as a percentage
ofGDP have been relatively low.

Although Korea's economic manage­
ment and the resulting growth and distribu­
tion are undoubtedly superior to that of
most developing countries, its performance
has not been consistently good. For ex­
ample, its income distribution worsened
during the 1970s, in part because skilled
workers in the heavy and chemical indus­
tries, whose growth was emphasised during
this period, earned far more than unskilled
workers. In addition, income disparities
between urban and rural areas, rather sig­
nificant to begin with, increased further
during the 1970s.

The main reason was the urban bias in
the country's development strategy, par­
ticularly the concentration of resources in
the capital city, Seoul. This bias meant that,
despite remarkable growth, the distribution
of income, while better than that in most
developing countries, left much to be de­
sired. Many Koreans were vulnerable to

even temporary disruptions in the flow of
primary incomes.

The disruptions came in late 1979 and
1980, when the country suffered negative
growth for the firsttime in 20 years. Sparked
by external shocks, the recession was also
attributable to abad harvest in 1980 and the
political instability after the assassination of
President Park in October 1979. Its causes
could, moreover, be traced to less rigorous
economic management during the second
half of the 1970s when the government,
spurred by the easy availability of foreign
credit, embarked on an ambitious pro­
gramme ofinvestment in heavy and chemi­
cal industries.

The programme ensured a continuation
of the remarkably high growth rates of the
1960s and early 1970s, but it also swelled
the budget deficits, widened the trade gaps,
and increased the external debt. The exter­
nal shocks at the end ofthe 1970s were thus
greater than they would have been under
the more prudent and restrained growth
strategy followed earlier.

The government's response in manag­
ing the economy - and in protecting the
most vulnerable groups during and after the
recession - provides useful policy lessons
for human development. First, it embarked
on a comprehensive programme of stabili­
sation, liberalisation and structural adjust-

TABLE 3.1
Under-five mortality and other basic indicators of human development

Under-five
mortality rate Life expectancy

(per 1,000 live births) (years)
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HDI
Country 1987

Sustained human development
Korea, Rep. 0.903
Malaysia 0.800
Botswana 0.646
Sri Lanka 0.789
Costa Rica 0.916

Calorie supply
as % of

req uirements

1965 1985

96 122
101 121
88 96

100 110
104 124

86 111
108 106
100 116
94 110
98 92
87 89

100 111
95 90
76 97
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Adult literacy (%)

Female Male

54 64 70 81 91 94 96
54 64 70 48 66 71 81
46 52 59 44 69 37 73
62 66 71 69 83 85 91
62 69 75 87 93 88 94

47 65 70 56 82
57 65 72 88 97 90 97
63 68 74 97 96
55 61 65 76 88 79 82
45 52 59 19 49 44 70
45 53 59 47 67 63 81

55 61 65 63 76 69 79
40 46 51 14 31 35 54
43 50 58 11 19 30 40

1960 1975 1987 1970 1985 1970 1985

85
174
166

116
230
213

120 55 33
106 54 32
174 126 92
113 73 43
121 50 22

202 71 43
142 66 26
88 40 22

148 93 68
208 152 113
182 144 113

160
318
277

1960 1975 1988

0.784
0.322
0.423

Missed opportunities
Brazil
Nigeria
Pakistan

Disrupted human development
China 0.716
Chile 0.931
Jamaica 0.824
Colombia 0.801
Kenya 0.481
Zimbabwe 0.576
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ment. Second, it introduced new social
programmes and intensified existing ones.

The government deficit was drastically
reduced, expansion in money supply was
curtailed and inflation was brought under
control. Many macroeconomic reforms in
both internal and external markets were
carried out in an economy that had gradu­
ally returned to more extensive controls in
the 1970s after the substantial reforms of
the 1960s.

In social expenditures, the coverage of
population by health insurance was increased
from a tenth in 1978, a year after its initia­
tion, to almost a third by 1981 and to almost
a half by 1985. In addition, a medical
assistance programme for the lowest in­
come groups was introduced in 1979.
Members of poor families (depending on
their income and ability to work) were en­
titled to free or subsidised medical care,
especially maternal and child care.

In addition, the public works pro­
grammes to provide employment to the
poor during crisis periods were temporarily
increased during the recession. These pro­
grammes provided an estimated 9.4 million
man-days of employment in 1980 alone.
Direct income transfers were made to those
who were unable to work and take advan­
tage ofthese employment opportunities due
to infirmity or old age. Moreover, the Live­
lihood Protection Programme, initiated in
1961, was expanded to benefit an estimated
2 million people in 1981, through grants of
cereals and through cash for fuel and tuition
expenses.

As a consequence of these effective
meso interventions, the human develop­
ment levels continued to improve even
during the difficult years of 1980 and 1981,
though at a temporarily slower rate. Mean­
while, the major changes introduced in
macroeconomic policies restored price sta­
bility quickly. While the 1980s have not
been easy years, the Korean economy has
performed extremely well, promoting the
human development of its citizens.

One important lesson from this experi­
ence is that countries with a generally im­
pressive growth but a less impressive in­
come distribution may require well-struc­
tured meso interventions, particularly

1985

1980-87

85 8780

... ' ... -.. ..... ,---- ,.---........ _,""'-----

Botswana ---- BOT'---'

Costa Rica cos •..•..
Korea. Rep.----- KOR ----­
Malaysia -_MAL__

Sri Lanka -- SRI --

1980

75

-- BOT __

-------- ...... ..._-------------------

1970-80

•••••••••••••.. cos .

7065

1975

---­__ -.KOR---
------

.:::::::::::::.;:~ -z:::::::.......-
......•..........•..........

1960-70

--------------......
KOR --'BOT__

............ --...
~ ••••cos --- _

MAL -_ --.
~.. SRI~ _

.......-;;.:.::~:::::.:.:.:::: .
o
1960

2

6

4

o

8

o

-2

-4

8

10

24

12 ••••... .....
w ........;::::.::·· SRI

16

20

,-,
BOT " "4 ~ ---.KOR------' ,-------------

--------

50

150

100

200

FIGURE 3.1
Sustained human development: country profiles

Average growth rates of GDP per capita

Social sector public expenditure, percentage of GDP

Under-five mortality rate

350

46 ECONOMIC GROwrH AND HUMAN DEVELOPMENT



targetted ones, during briefperiods ofslower
growth. A second lesson is that to avoid
lasting damage to the human condition,
macroeconomic adjustments are needed to
restore growth that has fallen off.

Malaysia

Malaysia's experience shows that growth
alone is no guarantee of human develop­
ment, butit also shows that human develop­
ment is possible even under conditions ofa
fairly inequitable distribution ofincome­
if effective meso policies are in place.

Malaysia in 1960 was a middle-income
countrywithmoderate human development
and areasonable income distribution, which
subsequently deteriorated. The human
condition nevertheless improved steadily,
with the under-five mortality rate dropping
from 106 in 1960 to 32 in 1988. Other
indicators also confirm that there has been
a steady and sustained improvement in the
human condition.

Malaysia had good growth after 1960,
though not as spectacular as that of the
Republic ofKorea. Per capita GDP grew by
about 3% a year during the 1960s and accel­
erated to about 5% ayear during the 1970s.
Even in the difficult 1980s, Malaysia man­
aged per capita growth of2% ayear, but the
fruits of this growth were not equitably
distributed. The Gini coefficient steadily
increased between the late 1950s and mid­
1970s-from0.42in 1958, to 0.50 in 1970
and to 0.53 in 1976. There has since been
some improvement, but the distribution of
income remains quite inequitable: the Gini
coefficient in 1984 was still 0.48.

Malaysia's steady success in human
development owes much to well-structured
across-the-board meso policies. Public
spending in the social sector averaged about
8% of GDP during 1973-81. Thatlevel of
spending is not as high as that in Sri Lanka,
which had lower income and poorer growth,
but it also is not as low as that in the
Republic of Korea, which had higher in­
come and better growth.

Malaysia's meso policies were designed
to benefit all groups in society, with special
emphasis on the rural areaswhere the poorer
people live. A detailed study of public

expenditures in Malaysia found that this
goal was actually being achieved. Central
government expenditures per capita for
education, health care, agriculture and
pensions were highest in the rural areas in
the early 1970s.

The distribution of primary incomes
improved significantly after the effects of
taxes and expenditures were taken into
account. The ratio ofsecondary incomes­
primary incomes plus the incidence of
budgetary activities - to primary incomes
declined steadily at higher incomes. Forthe
lowest 10% of income recipients, the ratio
of secondary to primary incomes was 1.5.
This group thus received an additional50%
in "income" from government activities.
Each of the lowest four deciles - the bot­
tom40%-hadratiosofatleast 1.20, while
for the highest income decile the ratio was
0.93.

The Malaysian experience thus shows
that steady improvements in human devel­
opment are possible even in the context of
good growth coupled with poor income
distribution - if the benefits ofmeso poli­
cies can be distributed equitably.

Botswana

Botswana also translated the benefits of
growth into human development through
well-structured meso policies. Botswana
started offas alow-income countrywithlow
human development and an uneven distri­
bution of income. Botswana's human de­
velopment is among the best inMrica, par­
ticularly Sub-SaharanMrica. Its under-five
mortality rate fell from 174 in 1960 to 92 in
1988, still high but it started from a much
higher level. The rate of reduction com­
pares well with other successful countries
over the past three decades. This success is
also reflected in the remarkable progress in
literacy. Moreover, Botswana has suc­
ceeded, unlike most Mrican countries, in
protecting the vulnerable groups during the
adverse externalcircumstances ofthe 1980s.

Animportant factor in Botswana's steady
and sustained improvement in the human
condition is the exceptionally high growth
since independence. Per capita GDP in­
creased impressively at about 10% a year

To avoid lasting
damage to the
human condition~

macroeconom'lC
adjustments are
needed to restore
growth that has
fallen off
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BOX 3.1
Botswana's drought relief

during 1965-80 and about 8% ayear during
1980-87, aperiod when mostAfrican coun­
tries suffered negative growth. The high
growth - based largely on minerals, espe­
cially on rapid growth in the production and
export of diamonds - continued during
the 1980s despite the drought (agriculture
accounts for less than 10% of GDP). But
since 80% of the population is rural and
relatively poor, the drought threatened ru­
ral incomes and reduced the availability of
food.

Data on income distribution are not
available for Botswana, but unless the initial
distribution was extremely inequitable, the
high average growth rates are likely to have
been accompanied by some growth in the
income ofeven the poorer segments of the
population, at least before the drought.
Macro factors are thus likely to have con­
tributed to the steady improvement in
human development since independence.

Data on meso policies, not available for
years before 1973, indicate a moderate but
rising level during 1973-77 and a stable and
fairly high level during 1978-86. Public
expenditures in the social sectors rose from
4%ofGDPin 1973 to about 9%in 1977 and
for the most part remained between 9% and
10% thereafter.

Thus, while improvements in human

A decentralised, cross-sectoral, and flex­
ible monitoring network has helped
Botswana respond quicklywhen drought
affects villages or nomadic herders.

The system, instituted in the wake of
the 1982 drought, is headed by an Inter­
ministerial Committee that has the deci­
sionrnaking power to channel resources
quickly to drought-stricken areas. lrhe
Committee's information base is con­
tinually updated by an Early Warning
Technical Committee that monitors rain­
fall, food supplies and reserves, agricul­
tural conditions, and the nutritional status
of children - and makes district-by­
district recommendations for drought
recovery assistance.

The technical committee is sup­
ported on the ground by the National
Nutritional Surveillance System, which
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compiles monthly reports on the nutri­
tional status of all children under five at­
tending health facilities. Italso gets weekly
reports ofrainfall at 250 recording points
and monthly reports on agricultural con­
ditions from Botswana's 120 extension
district offices. lrhetechrllcalcorruTilttee
makes regular drought assessment tours
to confirm and supplement the network's
data.

Timely, local-level information is
combined with top-level policy involve­
ment to assure quick response. When
health centres reported falling weights
among children in 1984, the Interminis­
terial CorruTilttee quickly provided sup­
plementary feeding supplies for under­
fives across the country. Further reports
of malnutrition in the next year led to the
restoration of full drought rations.

developmentto the end ofthe 1970s may be
attributed largely to growth and amoderate
dose of meso policies, Botswana's success
in maintaining the earlier achievements and
protecting the vulnerable groups during the
drought has been largely due to extensive
meso policies, particularly targetted ones.

The government introduced compre­
hensive and substantial drought reliefmea­
sures after 1982, two ofwhich were particu­
larly important:
• A public works programme provided
employment on infrastructural projects,
covering an estimated 74,000 workers in
1985-86 and replacing 37% of the income
lost due to crop failure.
• Supplementary feeding programmes
were launched for primary school children,
children under five (for all in the rural areas
and for the most malnourished in urban
areas), pregnant and lactating women and
tuberculosis patients. In 1985-86 there
were an estimated 680,000 beneficiaries,
nearly 60% of Botswana's population.

Funds were also provided to help repair
water systems and to transport emergency
water supplies to drought-stricken areas.
Agricultural relief and recovery pro­
grammes assisted small farmers in clearing
land and acquiring inputs, including free
seeds. Livestock relief and recovery pro­
grammes assisted withvaccinations and feed
and provided aguaranteed market for cattle.

The budgetary cost ofthe drought relief
programme, which reached more than 70%
of the population, was about $21 million in
1985-86, or 2% of GDP. Foreign donors
contributed an equivalent amount. The
total cost was thus moderate - showing
that other poorcountries could replicate the
programme. Botswana also developed a
system ofnutritional surveillance and early
warning to permit timely identification of
problems and appropriate interventions, a
system also likely to be replicable in other
countries (box 3.1).

Botswana's achievements in human
development have clearly been helped by
the prosperity of the diamond industry and
its impulse to growth. Butitis also clear that
meso policies for the provision of basic
health and education facilities across the
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BOX 3.2
Food stamps miss the target in Sri Lanka

between 15%and 24%oftotal public spend­
ing in the 1970s. In addition to the system
of food subsidies, the strong interventions
initiated in education and health before
independence were maintained thereafter.
All this is reflected in a high proportion of
public expenditures on the social sector in
GDP: about 10% during 1973-78.

In 1979, in the wake of the change in
macro policy, the food subsidy programme
gave way to a food stamp scheme: only
households whose declared incomes were
less than a specified level received food
stamps, which could be used to buy basic
foods from designated shops. This change
was primarily intended to reduce the budg­
etary burden ofgovernment. The share of
food subsidies in government expenditures
dropped from 15% in the mid-1970s to
about 3% in 1984, and the share in GNP
dropped from about 5% to 1.3%. Overall,
social sector expenditures declined from
around 10% of GDP during 1973-78 to

around 7% during 1980-85.
The relative reduction in social sector

expenditures was countered, however, by a

board - together with targetted policies to
meet special needs during the drought ­
contributed much as well, particularly in
protectingvulnerable groups.

Sri Lanka

Sri Lanka's experience can be divided in
two phases: 1960-78 and after1978. Modest
growth characterised the first phase, with
per capita GDP rising about 2.2% a year
during 1960-70 and about2.5%during 1970­
80. But the distribution ofincome was fairly
good, with the Gini coefficient of house­
hold income falling from about 0.45 in 1965
to 0.35 in 1973. Mter1978,percapitaGDP
growth accelerated to more than 3%, but
the distribution ofincome worsened. Esti­
mates of Gini coefficients for 1978 and
1982 are comparable to those forthe 1950s
and early 1960s: above 0.45.

It can thus be said that SriLanka shifted
from a regime of moderate growth with a
good distribution ofincome (before 1978)
to one of better growth with a poorer in­
come distribution (after 1978). Through­
out, however, the levels of income have
remained relatively low. This has meant
that, although growth was moderate and the
income distribution good, substantial im­
provements in human development could
not be achieved exclusively through the
macro side, and the meso interventions had
to be significant.

Indeed, Sri Lanka has a long history of
social sector interventions dating back to
the period before independence. As early as
1945, the government had extended free
medical care to almost every part of the
country and introduced universal free edu­
cation up to the university level.

But its best known meso intervention is
the nearly universal food subsidy introduced
in 1942. That system persisted until 1979,
with only occasional changes in the eligibil­
ity criteria and the quantities allowed. For
example, the proportion ofrationed rice to
total rice consumed exceeded 70% at one
time but declined to about 50% after 1966.
As a proportion of the total calorie intake,
rationed rice represented about20%in 1970.
The budgetary cost was substantial, varying

In Sri Lanka, some of the poorest people
lack access to their main staple - rice­
despite a food stamp programme in­
tended to help them. The main reason is
lack of flexibility in programme design.

First, the shift from an across-the­
board programme to a targeted scheme
was introduced in 1979 in order to en­
sure that a relatively large share of the
benefits from the government's food sub­
sidies flows to the most deserving groups.
However, inflation doubled the price of
food between 1979 and 1982 - and
halved the purchasing power of the food
stamps, since their face value remained
unchanged. As a result, the absolute
amount of real income transferred to the
poor was, at the end, considerably lower
than before.

Second, after March 1980, no new
applicants were accepted for the scheme.
This disqualified all new-borns and fami­
lies that subsequently suffered serious
income losses. Meanwhile, many higher­
income households continued to benefit
from the scheme by underreporting their
mcomes.

The effects were quicklydiscernible.
The national average daily calorie con­
sumption per capita was virtually the
same in 1981-82 as in 1979: just under
2,300 calories. But the per capita calorie
consumption of the lowest decile fell
from 1,335 calories to 1,181, and that of
the second lowest decile from 1,663 calo­
ries to 1,558.

In contrast, the calorie consumption
of the rich increased, mainly because
they appropriated a greater share of the
fruits ofaccelerated growth to more than
compensate for the cutbacks in food
rations.

The lesson conveyed by this experi­
ence is that the effectiveness of policy
measures, especially that oftargeted pro­
grammes, must be subject to continuous
monitoring. This holds true, in particu­
lar, for policy measures being imple­
mented under conditions of rapid socio­
economic change - changing consumer
or producer prices, flagging or expanding
unemployment, and falling or rising wage
levels.
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Promoting faster
economic growth at
the expense of
equity can damage
the invisible bond
between the people
and the
government

better distribution of its benefits. In 1973
the middle-income groups benefitted most,
but by 1980 the per capita benefits declined
with rising incomes, and the poorest 40% of
the population derived more benefit than
other income groups from government
spending.

The biggest change was in the distribu­
tion of benefits from education. The par­
ticipation of low-income children in pri­
mary schools improved markedly in this
period, so a greater share ofthe expenditure
on primary schooling accrued to these
groups. Moreover, the attempt to restrict
food stamps to low-income groups man­
aged to increase the proportion of benefits
accruing to the poor. But the weaknesses of
the new programme appear to have led to an
absolute decline in some aspects ofwelfare,
such as calorie consumption of the poorer
segments of the population (box 3.2).

Sri Lanka's experience thus suggests
that, in a low-income country with a good
distribution of income, well-structured
across-the-board meso interventions can
significantly improve human development.
These policies proved vulnerable, however,
to political and economic changes. In prin­
ciple, the shift towards targetted interven­
tions should have helped sustain improve­
ments the human development, despite a
worsening of the income distribution. But
in practice, replacing across-the-board meso
policies by targetted policies can worsen the
position of some vulnerable groups.

An important lesson from Sri Lanka's
experience is that promoting faster eco­
nomic growth at the expense of equity ­
without effective social safety nets to pro­
tect human development, especially after a
sustained period of good human progress
- can damage the invisible bond between
the people and the government and lead to
considerable social and political turmoil.
The question for governments in a similar
position is whether, and to what extent,
budgetary transfers are necessary if free
markets fail to protect the poor adequately.

Costa Rica

The last example ofsustained human devel­
opment is particularly interesting because

of its significant improvements in human
development over a relatively short period.
Costa Rica started as a middle-income
country with an income distribution that
was fairly moderate, at least for Latin
America, andwith amoderate levelofhuman
development. During 1960-87 the trends in
the under-five mortality rates reflected
human development approaching that in
the developed countries. Notable, how­
ever, is the substantial improvement in the
1970s. The under-five mortality rate fell
from 121 in 1960t022in 1988, but much of
that reductioncame between 1970and 1980,
dropping from 76in 1970 to 31 in 1980­
a more than 50% reduction in a decade.

Growth in the 1960s and 1970s was
fairly good, with per capita income increas­
ing more than 3% a year, but it turned
moderately negative in the 1980s. The Gini
coefficient declined from 0.52 in 1961 to
0.44 in 1971 but then returned to about
0.50 in 1977. Since then, there has again
been some decline, but even at its lowest
point in 1982 the Gini was still about 0.43.

Turning to meso policies, social sector
expenditures expanded in Costa Rica. GDP
was growing impressively, and the share of
government expenditures in GDP was also
increasing, from 18%in 1973 to about 25%
in 1979. So, although the share of the social
sectors in total expendituresremained stable,
at the high level ofmore than 50%, the share
in GDP rose from 10% in 1973 to 14% in
1979.

Social expenditures were also well struc­
tured. In the 1970s Costa Rica introduced
major changes in its health strategies to
ensure complete coverage of basic health
services for the entire population. Under
the first national health plan, launched in
1971, public resources for the health sector
were increased, and efforts were made to
increase the efficiency of their use. These
programmes fell into two categories.

First, the strategy for primary health
care was to extend the coverage ofbasical1y
preventive services to people not previously
served - through the rural health pro­
gramme (begun in 1973) and the commu­
nity health programme (1976). By 1980
water and sanitation services in rural and
urban areas reached 60% ofthe population.
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Immunisation campaigns against measles,
diphtheria, pertussis and tetanus were
launched, and sanitation activities (for po­
table water and sewage disposal) were in­
tensified in rural areas. Community partic­
ipation in health programmes was also
encouraged.

Second, medical services were improved
and systematically broadened, mainly by
transferring the ministry ofhealth hospitals
(often poor in resources and frequently
offering deficient services) to the Social
Security System (CCSS). The CCSS doubled
the number of centres offering outpatient
services and tripled the amount of physi­
cian-hours between 1970 and 1980. There
was thus animportant restructuring ofhealth
expenditures: the number of hospitals fell
from 51 to 37, and the number of out­
patient installations rose from 348 to 1,150.
Also by 1980, insurance coverage for illness
reached 78% of the population. All these
programmes paid special attention to re­
gions with lower levels of human develop­
ment.

The achievements ofCosta Rica's pub­
lic health programmes should not be con­
sidered in isolation. Public health had the
political support of a government highly
sensitive to social needs. It also had the
economic support of the growth and pros­
perity after 1964. Improvements in educa­
tional attainments were important as well.
The proportion ofwomen who completed
their primary education rose from 17% in
1960 to 65% in 1980, accelerating the de­
cline in infant and child mortality.

Costa Rica shows that assigning a high
priority to social sector expenditures,
coupled with well-structured across-the­
board policies, can dramatically improve
the human condition despite only moderate
growth and a poor distribution ofincome.

Disrupted human development

The countries in this category achieved
success in human development, often dra­
matic success, but could not maintain it.
Like the previous group of countries, they
differ in their initial conditions and in the
speed ofinitial progress before stagnation
or reversals set in.

China

A low-income country with good income
distribution, China dramatically improved
itshuman condition through extensive, well­
structured, across-the-board meso interven­
tions (with some targetting) during a period
ofarguably moderate growth, roughly 1960­
78. But evenwith good subsequent growth,
reductions in the coverage ofmeso policies
led to a stagnation or, by some accounts,
even a reversal of these trends. Moreover,
China's record is flawed by the absence of
other vital human choices, including politi­
cal and economic freedom.

China's achievements show up in the
under-five mortality rates, reduced from
202 in 1960 to 98 in 1970 and more than
halved to 43 in 1988. Other indicators tell
a similar story.

There is some controversy overwhether
China has sustained its progress in the 1980s,
a period of significantly faster growth in
incomes. The dramatic reductions in the
under-five mortality rates until 1980 seem
to have slowed during the 1980s, even
though the rates are stillhigher than those in
the industrial countries.

A recent World Bank study suggests
that China's earlier progress in improving
the health ofits people may have stagnated
somewhat in recent years. For example,
there are reports ofsubstantial increases in
the prevalence ofschistosomiasis in certain
regions ofChina. Although the evidence is
not conclusive, it appears that China's
achievements through the end ofthe 197Os
may have slowed down considerably, ifnot
reversed, on some fronts in recent years.

Widespread literacy and food pro­
grammes to help ensure adequate nutrition
have been important in China, but the de­
velopment of an effective health care sys­
tem has contributed most to improving the
human condition there. The Chinese health
care system has many noteworthy features,
some of them quite innovative (box 3.3).
• It stronglyemphasises preventive health
services over curative.
• It mobilises people to carry out preven­
tive health campaigns.
• It delivers services even to remote rural
areas.

Social expenditures
must be
restructured to
benefit the many,
rather than a few

ECONOMIC GRO'V:'TH AND llUMAN DE\'ELOPMENT 51



• It consumes a relatively large propor­
tion of national resources.

China's advances in human develop­
ment are also attributable to socioeconomic
gains in meeting basic needs. China's ap­
proach to ensuring an adequate food supply
to its citizens has differed from that in Sri
Lanka. Food security was for many years
built into the commune system, and the
production brigades gave their members
rations of basic foods in exchange for work.
Communes sold grain or paid taxes on
production to the state. The state could
then guarantee food security to communi­
ties that, for some reason, were short of
food and required relief grain.

Recent changes - the adoption of the
household responsibility system in 1979 and
the dismantling of communes in 1982 ­
radically altered the situation, with produc­
tion now being liberalised and left more to
communities and even individuals.

The recent economic reforms in China
have also led to a collapse of the rural
cooperative insurance system, removing the
protection against the financial risks of ill
health for the great majority of rural people.
Those risks can be substantial because the
Chinese health system recovers a high pro­
portion of its costs: hospitals typically re­
cover about three-quarters of their operat­
ing costs through user fees and drug sales.
To put this in perspective, the costs per
hospital admission average $36 for rural
people, even though the annual rural in­
come per capita is less than $100 in many
regions. The costs are about twice as high
($75) for urban residents, but most of them
are still covered by compulsory, state-sub­
sidised health insurance.

The network of barefoot doctors appar­
ently has been another casualty of the re­
forms, with rural health care coverage de­
clining, county hospitals and rural clinics in
financial distress, and private medical prac­
tice emerging again.

China's new "household responsibility
system" reintroduced the concept of eco­
nomic incentives for individual productiv­
ity. But the larger role for private and coop­
erative enterprises, the growth ofpiece work,
and the establishment of liberalised enter­
prise zones - all part of the post-I978
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BOX 3.3
China's health care system

40% in 1973, increased steadily to reach
50%in 1979 and average 60% in the 1980s.
So, although the 1970s were a period of
slow growth and declining government
expenditures, social sector expenditures
increased marginally through 1978, having
been 14%ofGDPin 1973.

Chile implemented across-the-board
policies but targetted its health program­
mes on maternal and child care. In addi­
tion, a screening programme was estab­
lished in conjunction with well-baby clinic
check-ups (already reaching almost all in­
fants) to detect and treat children suffering
from malnutrition. This programme proved
highly effective in protecting the most vul­
nerable groups during a period ofeconomic
instability.

Chile's experience shows that some
human development indicators can improve
dramatically- even during periods ofpoor
growth - if well-structured across-the­
board policies are combined with some

reforms - also worsened the distribution
ofincome across families and regions.

Although the events of 1989 may be
another reversal, peasants and workers until
recently were encouraged to produce pri­
vately for individual reward. The post-1978
reforms undoubtedly increased the produc­
tion incentives, as reflected in accelerated
growth, but they appear also to have hurt,
probably unintentionally, the variables that
contribute directly and indirectly to human
development, slowing the earlier rates of
progress. There is no rationale for neglect­
ing social development in a period ofaccel­
erated economic growth.

Chile

Chile also sawits dramaticprogres~inhuman
development falter. Chile started the 1960s
as a middle-income country with a moder­
ate distribution ofincome and a moderate
level ofhuman development, and then had
its subsequent progress bring it close to
developed country levels.

Like Costa Rica, Chile dramatically
reduced the under-five mortality rate from
142in 1960t026in 1988, with much ofthe
reduction coming in the 1970s. But unlike
Costa Rica, which sustained its progress in
human development on all fronts, Chile
appears to have been less consistent.

Its calorie consumption per capita de­
clined slightly between the mid-1960s and
mid-1980s, and debate surrounds the trends
in general living conditions since the mid­
1970s. It has been suggested, for example,
that the under-five mortality rate has de­
clined despite a steady deterioration in
overall living standards - reflected in sharp
falls in realwages, worsening income distri­
bution' rising incidence ofcertain diseases,
deteriorating housing conditions and falling
primary school enrolment ratios. It has also
been suggested that poverty declined for
the extremely poor but not for the poorer
groups as a whole.

Chile's growth was moderate in the
1960s, flat in the 1970s and negative in the
1980s. Total government expenditures fell
from35%ofGDP in 1973 to 30%in 1980.
But the share of social sectors in total gov­
ernment expenditures, already very high at

Shortly after the revolution China initi­
ated campaigns to improve sanitation by
eliminating the "four pests" (rats, flies,
mosquitoes and bedbugs), to vaccinate
against and cure infectious diseases, and
to control the vectors of such major
endemic disorders as malaria and schis­
tosomiasis.

The keys to success were mobilising
the masses, extending services to the
remotest areas and making health serv­
ices affordable.

Mobilising the masses. The Chinese
tackled the "free-rider" problem that
often hampers effective preventive health
measures by making people responsible
for them. According to some estimates,
preventive measures accounted for less
than 5% of the resources devoted to
health. Mass mobilisation of surplus
labour, especially during slack agricul­
tural seasons, prevented the overtaxing
of the health budget in a poor society­
but achieved outstanding results.

Extending services to remote rural ar­
eas. The deprofessionalisation of health
care providers through a mass cadre of
barefoot doctors at the grassroots helped
extend basic services into remote regions.

Recent estimates show that while the
number of western-style doctors per
100,000 population in China is two and a
half times that in India, the number of
village-level health workers was 4.5 times
that in India.

Extensive health insurance coverage.
During the early 1980s, financing came
in almost equal amounts from three main
sources: private outlays (32%), labour
insurance (31%) and state budget expen­
ditures (30%), with the residual financed
by production brigades. Notable in this
financing profile is the high proportion of
expenditures mediated through insur­
ance schemes, a reflection of extensive
health insurance coverage. The coverage
of insurance changed drastically after the
economic reforms of the early 1980s. In
1981 about 70% of the population was
completely insured. But there were
considerable urban-rural differences in
health spending. Urban expenditures,
estimated at about $16 per person, were
more than triple the rural expenditures.
State subsidies for health in urban areas
were almost 10 times those for rural areas
- about $13 per capita compared with
less than $1.50 per capita.
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Targetted social
spending may not
help in maintaining
overall progress if
growth does not
recover

targetted interventions. It also shows that
the targetted interventions may not help in
maintainingoverallprogress if growth does
not recover.

Jamaica

Like Chile, Jamaica started the 1960s as a
middle-income country with a moderate
income distribution and a moderate level of
human development. But instead ofhaving
dramatic improvements in the human con­
dition, its progress was more uniform. And
it had even less success than Chile in sus­
taining its progress during the 1980s. For
example, the number ofchildren admitted
for malnutrition to the country's major
children's hospital more than doubled be­
tween 1978 and 1985.

Jamaica's growth rates were very re­
spectablein the 1950s, with per capita GDP
increasing by nearly 7% a year on average,
and still reasonable in the 1960s, with per
capita GDP growing about 3.5% a year.
Data on income distribution suggest, how­
ever, that a very inequitable distribution
became even worse. The proportion of
aggregate income going to the poorest 40%
ofthe population, only 8.2%in 1958, fell to
7% in 1972, while the share of the richest
10%ofthe population increased from 43.5%
t050%.

No information is available regarding
public expenditures in the social sectors
before 1976, but data for 1976 onwards
show a high level of meso interventions in
the social sectors, particularly for 1976-80.
Public expenditures in the social sectors
ranged between 12% and 14% of GDP
during 1976-80 and then fell to about 10%
in 1985 and 1986. Ifsocialsectorexpendi­
tures in the 1960s and early 1970s were
comparable to those subsequently, the meso
interventions before 1976 were quite im­
portant. It is thus likely that the steady
improvement in human development dur­
ing the 1970s may have been facilitated by
respectable growth, complemented bymeso
policies that compensated somewhat for
the skewed and worsening distribution of
income.

Growth deteriorated, however, during
the 1970s, with per capita GDP falling about

3% a year. There was some improvement
during the 1980s, but growthrates remained
negative. The effect was harshest on the
poor, who suffered falling real incomes and
unemployment. The government tried to
maintain real wages and protect the vulner­
able groups, with only partial success,
through food subsidies, price controls and
employment schemes. But with growing
external and internal deficits - the current
account deficit was more than $200 million
and the government's budget deficit more
than 15% of GDP in 1981 - these meso
policieswere difficultto sustainindefinitely.

Mer the change in government in 1980,
government expenditures, including those
on the social sectors, were cut as part of an
adjustment programme, reducing the share
ofsocial sector public expenditures in GDP.
With per capita real GDP falling during the
1980s, real per capita expenditures on the
social sectors fell as well. Education expen­
ditures per person under 15 are estimated
to have declined 40% and per capita health
expenditures by 33% between 1982 and
1986.

The government's attempts at targetted
interventions achieved limited success. It
introduced a food aid programme in 1984
to protect the most vulnerable - infants,
school children, pregnant and nursing
women, the elderlyand the verypoorpeople,
together constituting about half the pop­
ulation. But the per capita benefits from
the scheme fell short of the requirements.
The adverse movements in the macro and
meso determinants ofhuman development
slowed and in some cases reversed the rate
ofprogress.

Colombia

Per capita GDP in Colombia grew moder­
ately at 2.1% a year in the 1960s and 3.7% a
year in the 1970s. The country did avoid a
recession in the difficult 1980s, but its per
capita GDP growth nevertheless slowed to
about 1% a year.

Althoughmodest, Colombia's economic
growth in the 1980s made it possible for the
government 10 maintain the per capita in­
creases in social expenditures. The share of
public spending on education in GNP
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moved up from 1.7% in 1960 to 2.8% in
1980, and that on health from 0.4% to 0.8%
of GNP. But the adjustment programme
adopted in 1984 reduced public expendi­
tures, including the expenditures on social
sectors. Social spending nevertheless con­
tinues to account for about one-third of
total public expenditures.

Colombia's human development indi­
cators mirror the overall economic situ­
ation. The country's income distribution
improved in the 1970s and 1980s, with the
Gini coefficient decliningfrom 0.57 in 1971
to 0.45 in 1988. The under-five mortality
rate fell from 148 in 1960 to 78 in 1980.
Since then, the decline has been more
modest - to 68 in 1988. There has also
been a slowdownin the growth ofrealwages
since 1987, but this decline appears to have
come to a halt.

Although the slowergrowth in the 1980s
would have required a compensatory in­
crease inmeso interventions, some elements
of the government's earlier policy package
-like its effective food stamp scheme ­
were discontinued, primarily for fiscalrea­
sons. The economic adjustment policies
appear, however, only tohave slowed human
progress, not to have reversed it. The chal­
lenge now is to convert the gains in eco­
nomic growth that are expected from these
policies into further improvements in hu­
man development.

Kenya

Human development in Kenya was for many
years successful, despite difficult initial
conditions -low income, low human de­
velopment indicators and a rather uneven
distribution of income. But the progress
has slowed down in recent years.

A low-income country, Kenya had a
reasonably good growth in the 1960s and in
the 1970s, when its per capita GDP in­
creased at about 3% a year. But like most
African countries, it suffered negative growth
in the 1980s, with per capita GDP falling
about 0.9% ayear. Detailed data on income
are not available, but one estimate suggests
an inequitable distribution. In 1976 the
poorest 40% of households received only
9% of total income while the top 10% re-

ceived 46%, representing 25 times the in­
come of the poorest 10% of households.

The government's policies only partly
offset the effects ofbaddistribution. Kenya's
meso interventions have generally been
moderate, with the share of social sector
public expenditures remaining remarkably
stable at 7%to 8% ofGDP during 1973-86.
Two-thirds of this spending was for educa­
tion' and the rest mostly for health. Kenya's
education system also benefitted from vol­
untary self-help (harambee) efforts. In 1970,
for example, two secondary students in five
were in unaided (mainlyharambee) secon­
dary schools.

In Kenya, therefore, the government's
moderate efforts were supplemented by
significant private involvement in the provi­
sion of social services, especially in educa­
tion. This, along with a moderately good
growth, contributed to Kenya's improve­
ments in human development through the
end of the 1970s. In the 1980s, however,
the failure to increase the coverage ofmeso
policies in the face of declining primary
incomes and unequal income distribution
appears to be associated with a deteriora­
tion in human development.

Zimbabwe

Human development in Zimbabwe, rela­
tive to the rest of Sub-Saharan Mrica, has
been very good. But Zimbabwe also suf­
fered some stagnation afterprogressingfrom
poor initiallevels ofhuman development.

Improvements in Zimbabwe have come
despite steadilyworsening growth since the
1960s, with per capita GDP falling about
1%ayear in the 1970s and about 1.5% ayear
in the 1980s. Data on income distribution
are being collected only now, but it is widely
agreed that inequalities were significant
before independence and have since been
reduced by the redistributive policies of
government - but only somewhat, leaving
substantial inequality.

Zimbabwe's improvements in human
development can therefore be attributed to
social sector expenditures, which were
moderate to high before independence in
1980. The country's experience since inde­
pendence shows the difficulties of sustain-
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Reversals in human
development
during adjustment
periods can be
avoided through
careful policy
management

ing human development, even with well­
structured meso policies, ifgrowth remains
negative for long periods.

After independence, the government
gave greater prominence to social sector
meso policies and restructured its social
spending towards activities having a greater
impact on human development, targetting
those in need. These expenditures jumped
to more than 10% of GDP after 1980.

At the time ofindependence, Zimbabwe
inherited a highly inequitable health care
system - reflected, for example, in the fact
that 44% ofpublicly funded services went to
sophisticated central hospitals that served
only 15% ofthe population, while only 24%
went to rural health services for the majority
of the population. After independence,
several measures were taken to redress these
imbalances.
• Health care became free for those earn­
ingless thanZ$150 a month, the vast major­
ity of the population.
• The programme ofimmunisationagainst
six major childhood infectious diseases and
tetanus immunisation of pregnant women
was expanded. The proportion of fully
immunised children between 12 and 23
months is estimated to have increased from
25% in 1982 to 42% in 1984 in rural Zim­
babwe and from 48% in 1982 to 80% in
1986 in Harare City.
• A programme for building hospitals and
rural health centres was initiated - con­
structing 163 rural health centres byJanuary
1985 and upgrading numerous rural clinics
and provincial hospitals.
• A diarrhoeal control programme was
launched in 1982, and a Department of
National Nutrition was established - for
nutrition and health education, for growth
monitoring and nutrition surveillance and
for supplementary feeding programmes for
children.

In addition to these measures, most of
which meet the criteria for well-structured
meso policies in the health sector, there has
been similar restructuring of education to
increase the share of primary education in
total public spending.

Although these improvements were not
enough to prevent a slowdown of progress
in human development, they may have

prevented a reversal during the prolonged
recession (box 2.4). Zimbabwe's experi­
ence shows that although it may not be
possible to rely on meso policies alone to
sustain progress in the face ofpoor growth,
improvement in their structure can avoid
reversals, at least in the short run.

Missed opportunities
for human development

Brazil

Brazil failed to achieve satisfactory human
development despite high incomes, rapid
growth and substantial government spend­
ing on the social sectors.

An upper-rniddle-income country, Bra­
zilhad a per capita GNP of$2,020 in 1987.
Except for 1980-87, when its per capita
GDP grew at just over 1% a year, Brazil's
growth has been quite good - with average
annual growth ofper capita GDP hovering
around 3% in the 1950s and 1960s and
rising to a very respectable 6.4% in the
1970s.

Central (federal) government expendi­
tures in the social sectors ranged between
8% and 10% ofGDP during 1973-86. As a
percentage of total central expenditures,
they remained at about 50% during 1973­
79 but fell to35%in 1986. Surprisingly, the
level ofmeso policy interventions was quite
high, even in comparison with countries at
comparable income levels. Moreover, the
social spending by state and local govern­
ments matched that of the central govern­
ment. Total social expenditures by all levels
ofgovernment and by the private sector are
estimated to have constituted a quarter of
GDPin 1986.

Despite rapid growth and substantial
meso interventions, Brazil's human devel­
opmentrecordhas been unsatisfactory. The
under-five mortality rate was still 85 per
1,000 in 1988, almost twice Sri Lanka's and
only slightly lower than Myanmar's, coun­
tries with per capita incomes amounting, re­
spectively, to a fifth and a tenth of Brazil's.
Life expectancy was 65 years in 1987, and
the male and female literacy rates respec­
tivelywere 79% and 76% in 1985.

These national averages hide significant
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FIGURE 3.3
Missed opportunities for human development: country profiles

Average growth rates of GDP per capita

regional differences. In the poorer North­
east, for example, infant mortality rates were
more than twice those in the rest ofBrazil in
1986 (116 compared with 52), life expec­
tancy at birth in 1978 was only 49 years
compared with 64 in the rest of Brazil, and
child malnutrition was twice the national
average.

There are two important reasons for
such poor human development in Brazil.
One is the extreme inequality of income
distribution. The other is the inefficient
targetting ofpublic resources. The distribu­
tion of income in Brazil is among the worst
in the world, with the Gini coefficient esti­
mated at 0.60 in 1976,0.56 in 1978,0.56 in
1980 and 0.57 in 1983.

As indicated earlier, well-structured
meso policies can compensate for a poor
distribution of income and improve the
human condition. This has not happened in
Brazil because public resources did not reach
the poor or improve the basic dimensions of
human development. Substantial public
subsidies were provided for "private" goods,
usually consumed by the better-off sections
of society, while "public" goods and services
likely to have the widest impact on human
welfare were neglected.

Brazil spends large amounts on social
security (7.4% of GDP in 1986) and on
housing (2.9% of GDP), with the benefits
going disproportionately to the urban em­
ployed. Expenditures on social security
may not have increased inequality since
they are financed mainly by the beneficiar­
ies, but a considerable amount ofthe expen­
diture in housing is for subsidies. Spending
on health and nutrition, by contrast, had a
lower priority: about 2.2% ofGDP went for
health at all levels of government in 1986.

In health, preventive programmes ­
such as immunisation, prenatal care and
vector-borne disease control - are esti­
mated to be about five times more cost­
effective than curative programmes in re­
ducing mortality. But an estimated 78% of
all public spending on health goes to largely
curative, high-cost hospital care, mainly in
urban areas and especially in the urban
South. This is in sharp contrast with the
87% of public health expenditure that Bra­
zil allocated to preventive care in 1949, a
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share that fell steadily to 41%in 1961 and to
a low of 15%in 1982 before rising to 22% in
1986.

Similarly, more than a quarter of all
public spendingon education went to higher
education in 1983, and only half to primary
education. Total public spending per stu­
dent in higher education, where the benefits
accrue overwhelmingly to higher-income
groups, was about 18 times that in secon­
daryandprimaryeducation. AWorldBank
study shows that 13% of all children in
Brazil come from households receiving less
than one minimum salary, but they account
for only 1%ofhigher education enrolment.
Children from households earning more
than 10 times the minimum salary account
for 48% of the enrolment but constitute
only 11%ofall children in the country. That
is not the only inequity in the system. Spend­
ing per pupil is lower in municipal than in
state schools, lower in rural than in urban
schools and lower in schools in the North­
east than elsewhere.

Brazil thus demonstrates that substan­
tialmeso policy interventions, ifpoorly struc­
tured and badly targetted, cannot make up
for an unequal distribution of income ­
even if the overall growth ofincome is more
than adequate.

Nigeria

Nigeria's moderate rates ofgrowth did not
lead to substantial progress in human devel­
opment. Its per capita GDPincreased only
0.6% a year in the 1960s, partly as a result of
the civil war. The discovery ofoil led to per
capita GDP growth ofavery respectable 4%
a year in the 1970s. In 1980 its per capita
GDP ofabout $1,000 was one ofthehighest
in Mrica, classifying it as a middle-income
country. This trend reversed in the severe
recessionofthe 1980s, with per capita GDP
falling about 5% a year during 1980-87.

The unsatisfactory progress in human
development, despite rapid growth in the
1970s, can be attributed to several factors.

The fruits ofrapid growth do not appear
to have been distributed equitably. Evi­
dence on income distribution is weak and
scattered, but there is general agreement
that the distribution was getting more un-

equal between 1960 and 1980, with the
Gini coefficient for the late 197Os reported
to be about 0.60.

Nor have the supplies of the goods and
services that contribute to human develop­
ment been adequate. The availability of
food, for example, is estimated to have
fallen by nearly a quarter between 1965 and
1975. The accompanying sharp rises in
food prices suggest that food supplies did
not keep pace with demand.

Detailed time series on the level and
structure ofsocial sector public expenditure
are not available, and the IMF provides data
only for some scattered years. But other
evidence on per capita public expenditures
in the health sector for 1964, 1970and 1976
show very low levels both in absolute terms
and in comparison with countries at similar
incomes. For example, in 1976, total ex­
penditure (current plus capital) was only
about $1.75 per capita. By contrast, in 29
countries with a GNP per capita between
$300 and $599, the per capita government
expenditure on health exceeded $2 in 18
countries and $6 in 11 countries.

The bias in public spending towards
curative services was also heavy. For ex­
ample, in the second five-year plan (1970­
74),80% offederal capital expenditure was
earmarked for teaching hospitals and urban
areas. Lagos, with about 4% of the popula­
tion in 1970, had more than 90% of all
registered medical practitioners in 1973,
67% of all state hospitals and clinics and
72% of all private clinics. This strong bias
towards curative care in urban areas meant
that only a small proportion of the rural
population had access to medical services.
One estimate suggests that only 25% of
Nigerians, most of them in urban areas, had
health coverage in 1975.

Educationreceived ahigher priority than
health in the national plans. In 1977, for
example, education absorbed more than
40% of the recurrent federal budget and
55% of the recurrent state budgets, but
these figures conceal the neglect of primary
education. Although universal primary
education was a major objective in the mid­
1970s, the structure of the government's
education spending has not reflected this
priority. Primary education received less
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than 20% of public current educational
expenditure in 1981, among the lowest ra­
tios in Africa.

Asystematic analysis of the distribution
of the benefits of public expenditure in
1977-78 concluded that the federal
government's capital expenditure was un­
ambiguously pro-rich in both urban and
rural sectors, although the distributional
incidence offederal recurrent expenditure
among urban and rural households was
rather proportional and tended to maintain
the status quo of income distribution. At
the upper end of the income distribution,
however, there was a tendency for benefits
to rise as a proportion of income. So, the
structure of public expenditure in Nigeria
did nothing to compensate for the maldis­
tribution ofincome.

Nigeria thus provides aclear example of
failed trickle-down-ofmissed opportuni­
ties for human development. Rapid growth
did not significantly improve the human
condition because of basic flaws in the
growth process and the failure to restruc­
ture meso policies to compensate for them.

Pakistan

Pakistan's GDP per capita rose almost 4%
a year in the 1960s. Although the rate of
growth dropped to 1.6% a year during the
1970s, it became respectable once again
during the 1980s, increasing at about 3.5%
ayear during 1980-87. The distribution of
income has been moderate.

But the country's human development
has been unsatisfactory, particularly when
contrasted with that of Sri Lanka, whose
growth before the 1980s was fairly modest
and whose per capita income has been
broadly similar. In 1987, life expectancy in
Pakistanwas only58years, much lower than
Sri Lanka's 71 years and even below the
average of 61 years for low-income coun­
tries, among which Pakistan counts as one
of the richest. Likewise, its under-five
mortality rate - 277 in 1960, compared
with 202 in China -was still 166 in 1988,
compared with 43 in China.

Pakistan's performance on other im­
portant basic indicators ofhuman develop­
ment leaves much to be desired. Its adult

literacy rate in 1985 was strikingly low at
30%, with large gender disparities - female
literacywas 19%, male literacy40%. And its
gross primary school enrolment ratio was
still only 40% in 1987. Pakistan is still far
from universal primary education, some­
thing Sri Lanka has already achieved and
China is pursuing. Again, the gender dis­
parities are wide: in 1987 fewer than a third
of Pakistani girls were enrolled in primary
schools, compared with half the boys.

This dismal performance despite re­
spectable rates of growth and a moderate
income distribution can be explained by the
failure of meso policies. Although growth
has beengood, Pakistan is still alow-income
country. This low income implies that pri­
mary incomes - even if equitably distrib­
uted, which they are not - are insufficient,
on their own, to permit the bulk of the
people to acquire the goods and services
needed for a decent life. Pakistan thus
needs well-structured meso policies to pro­
mote human development - policies that
have been gravely deficient.

Several factors explain the failure of
rapid economic growth to translate itself
into satisfactory human development.
Education and health are provincial respon­
sibilities, but the provinces lack adequate
financial resources - and a major decen­
tralisation of financial powers from the
federal government to the provincial gov­
ernments in accord with the 1973
constitution has been pending with the
National Finance Commission since 1974.
There is also a serious imbalance between
military and social expenditures - an
imbalance that grew much worse in the
1980s as military expenditures rose five
times while public sector development
expenditures only doubled.

Pakistan spends a very small part of its
budget on the social sectors - and a large
and growing part on the military, preempting
scarce resources that could otherwise be
earmarked for education and health. Only
2.2% ofPakistan's GNP went for education
and health in 1986, compared with 6.7% for
military expenditures. Military spending
was three times the spending on education
and health. Even adding the fairly consid­
erable spending by the provincial govern-
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ments on education and health does not
challenge the overall conclusion: Pakistan
spends too little ofits GNP on social devel­
opment.

Moreover, a large part of the limited
social expenditures goes to lower-priority
activities. Of the public current expendi­
tures on education, 24% was for tertiary
education in 1985, compared with 7% in Sri
Lanka in 1986, and only 40% was for pri­
mary education. There appears to be a
similar bias towards lower-priority activities
in health spending, but some recent policy
changes are steps in the right direction. A

nationwide immunisation programme was
financed by postponing the construction of
an expensive urban hospital. Education
spending was tripled in the last four years.
And a special tax was levied on all imports to
finance additional spending on education.

Pakistan's overall experience shows that
inadequate social spending and poorlystruc­
tured meso policies can prevent a low-in­
come country from improving the human
condition even if there is rapid economic
growth with a relatively moderate distribu­
tion ofincome.
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CHAPTER 4

Human development strategies for the 1990s

The 1990s are shaping up as the decade for
human development, for rarely has there
been such aconsensus on the real objectives
ofdevelopment strategies. The UN Com­
mittee for Development Planning sum­
marises this emerging consensus best: "In
the 1990s people should be placed firmly in
the centre ofdevelopment. The most com­
pelling reason for doing so is that the pro­
cess of economic development is coming
increasingly to be understood as a process
ofexpanding the capabilities ofpeople."

Any development strategyfor the 1990s
will combine a number ofobjectives: among
them, accelerating economic growth, re­
ducing absolute poverty and preventing
further deterioration in the physical envi­
ronment. The departure from earlier devel­
opment strategies lies in clustering all these
objectives around the central goal ofenlarg­
ing human choices.

The economic slide in the Third World
in the 1980s, particularly inMrica and Latin
America, must be reversed in the 1990s­
and the accelerating economic growth must
be used to advance the cause of human
development. Average per capita income
growth in the two worst affected regions
actually declined in the 1980s. Higher lev­
els of investment and sensible economic
management are needed to increase annual
growth rates to between 2% to 3% in the
1990s.

Besides expanding human capabilities
and creating a conducive environment for
their optimum use, development strategies
must attend to people who live in absolute
poverty and need special government sup­
port to reach an acceptable threshold of
human development. On current projec­
tions, the number of people in absolute

poverty is likely to increase from more than
1 billion to around 1.5 billion by the end of
the century. The sharpest increase is ex­
pected inMrica, from around 270 million to
some 400 million. A central objective of
future development strategies must be to
reduce the number of people in poverty in
each country by the year 2000.

There is also a growing consensus that
the objective of safeguarding the natural
environment must be integrated with future
development strategies, recognising that
environmental problems ofdeveloped coun­
tries differ from those ofdeveloping coun­
tries. In developing countries, poverty of­
ten causes environmentaldamage - defor­
estation, soil erosion, desertification and
water pollution - and environmental
damage reinforces poverty. Thus, the envi­
ronmental priorities of developing coun­
tries often concern natural resources, espe­
ciallywater and land.

In the developed countries, by contrast,
affluence may cause different environmental
problems - waste, carbon dioxide emis­
sions, acid rain. Thus, their concerns are
often with air pollution, which has reached
alarming global proportions.

Any well-conceived development strat­
egy must respect the differing perceptions
of developing and developed nations on
environmental issues and reflect the differ­
ent stages of their development. In addi­
tion, the development process should meet
the needs of the present generation without
compromising the options offuture genera­
tions. However, the concept ofsustainable
development is much broader than the
protection of natural resources and the
physical environment. It includes the pro­
tection of human lives in the future. Mter
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Growth with
equity is the best
recipe for
accelerated human
development

all, it is people, not trees, whose future
options need to be protected.

This chapter deals with the policy mea­
sures that could accelerate progress in hu­
man development in the 1990s.

Policy measures for priority objectives

Growth with equity

The wealth of analysis delving into the
"causes of growth" has produced three
conclusions.
• The investment rate is an important
determinant ofgrowth, but there is consid­
erable uncertainty about how much extra
growth comes from more investment. To
sustain growth, countries should aim to
maintain the investment rate at 15% to 20%
of GDP. (Countries cutting their invest­
ment in real terms - many in Africa and
Latin America in recent years - will thus
find it very difficult to sustain their growth.)
• Even more important is the rate oftech­
nical change, associated with science, tech­
nology and the development of human
capabilities. So, promoting human devel­
opment is important not only in itself but
also as a critical input to the growth process.
• The policy environment is importantfor
the efficient use of investment resources
and for adapting to changing world condi­
tions in ways that permit sustained growth.

As with growth, the literature on the
determinants ofincome distribution is vast
and complex, but it has produced two gen­
eral conclusions about the better distribu­
tion of primary income that does so much
for improving human development.
• Good asset distribution, which for de­
veloping countries usually means good land
distribution, is important. Astudy ofalter­
native development strategies over the past
30 years found that a good distribution of
primary income was invariably associated
with fairly equal land distribution. Coun­
tries that have had a land reform - China,
the Republic ofKorea and the Democratic
Republic ofKorea - have reduced poverty
and inequality quite considerably. Most
countries that have not - such as Brazil and
the Philippines - continue to have large
numbers of people living in poverty, even

when they have managed high rates ofeco­
nomic growth.
• Rapid expansionofproductive employ­
ment opportunities is essential for spread­
ing incomes throughout the population. In
mixed economies, such an expansion comes
through rapid, labour-intensive growth, as
in the Republic ofKorea. In socialist coun­
tries, the state's ownership of most assets,
accompanied by employment policies that
typically secure jobs for all productive
members of the labour force, tends to gen­
erate a good primary distribution. Butsuch
countries have often sacrificed efficiency
for equity.

Growth with equity is the optimal
combination for generating good macro
conditions needed to achieve human devel­
opment objectives. Despite much contro­
versy on the appropriate policy environ­
ment, there is a modicum ofagreement that
the essentials for equitable growth comprise
0) sensible and flexible use of prices to
reflect opportunity costs, (ii) the opening of
market systems, (iii) supportive policies
towards investment, technology and human
resources and (iv) policies for distributing
assets and expanding productive employ­
ment opportunities - with the appropriate
mix tailored to individual countries.

Meeting the needs ofall

Awell-structured set ofmeso policies, espe­
cially needed where the distribution ofpri­
mary income is poor, involves two features
to ensure that the benefits reach the de­
prived. First is across-the-board provision
of basic services, generally desirable for
basic health and education. Second are
targetted schemes directed towards deprived
groups, such as income support and some
food subsidies.

Well-structured meso policies usually
require a mix of the two. The across-the­
board provision of services alone may be
enough in countries with good macro poli­
cies and especially a good distribution of
primary income. The targetted schemes can
be important where macro policies result in
a skewed primary distribution and meso
policies are needed to compensate, though
here too some services need to be provided
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BOX 4.1
In defence of food subsidies

technologyneed to be restructured to reach
manymorewomen. Reforms are also needed
to bring about full female participation in
political, bureaucratic, and economic deci­
sionmaking at every level. And traditional
biases in the household against the young,
especially females, must be blunted. In all
this, the equality of women's access to
education is essential. In addition, specially
targetted programmes should, where ap­
propriate, support the health and nutrition
ofyoungwomen. For example, every coun­
try should provide health care for women
during pregnancy and birth.

The reallocation ofsocial infrastructure
is important in reducing the disparities
between rich and poor. Measures are needed
to encourage greater use of health and
educationalfacilities by low-income groups
- say, through nutritional support pro­
grammes in health clinics and school feed­
ing programmes. And where access to
education is limited, it is important to en­
sure admission by merit, rather than by
connection, as is common.

across the board.
Since social sector expenditure policies

are reviewed later in this chapter, the focus
here is on the provision ofprivately supplied
goods, such as food. Policies to ensure that
everyone has access to enough food may
consist of:
• Income support schemes. Public works
employment schemes have been successful
in Chile and in India, in the Maharashtra
drought relief scheme. Alternatively, direct
cash payments can support the income of
households in extreme poverty - a policy
common in developed countries but less
suitable in developing countries where the
number of households involved is much
greater and the administrative machinery
weaker. Some countries, such as Chile,
have nevertheless targetted cash support
successfully to needy households.
• Food subsidies. An alternative or com­
plement to income support schemes is to
hold down food prices through food subsi­
dies ofvarious kinds (box 4.1).
• Specialnutritionprogrammes. Such pro­
grammes can cover particular segments of
the population - such as providing free
school lunches in primary schools, which
have the added advantage of encouraging
school attendance and improving concen­
tration at school- and at those identified
as being nutritionally in need. Chile and
Botswana have used these programmes to
combat extreme malnutrition.

Tackling disparities

Disparities within countries are one of the
biggest obstacles to improving the human
condition. To reduce rural-urban dispari­
ties, the proportion of resources allocated
to rural areas must increase, and even more
important the decisions about priorities and
resource allocations should be made locally.
Such decentralisation of the decisionmak­
ing for the allocation ofpublic goods may be
one of the most important ways ofreducing
rural-urban gaps.

Female-male disparities have to be tack­
led at several levels. Laws need to be
changed to provide equal access to assets
and employment opportunities. The insti­
tutions that provide credit and disseminate

Food subsidies can do much to stabilise
food prices, transfer income to the poor
and maintain political and socialstability.

They contributed the equivalent of
16% of the purchasing power of low­
income families in Sri Lanka (at their
peak).

They increased consumption of the
poorest 15% of the urban population by
15% to 25% in Bangladesh in 1973-74.

They contributed about half the
income oflow-income families in India's
Kerala state in the late 1970s.

They accounted for about 16% of
the income of the poorest quintile of the
population in Egypt in the early 1980s
but only about 3% of the richest quintile.

Often effective in transferring in­
come to the poor in societies where over­
all income distribution is quite uneven,
food subsidies have established an essen­
tial social safety net in many poor socie­
ties at not too great a cost (generally 1%
to 2% of GNP). They have often com­
pensated for the lack of social security
schemes existing in industrial nations.

The subsidies have, moreover, created
an invisible bond between the poorer
masses and the government. But when
that bond is broken without creating an
alternative social safety net, the political
and socialviolence can cost far more than
the subsidies.

The design of food subsidies always
demands care. The budgetary burden
should be kept manageable. Incentives
for food production should not be dis­
couraged. Targetting should ensure that
benefits reach the poor to make the pro­
gramme cost-effective. To reduce costs,
the subsidies need to be targetted to­
wards low-income households - by sub­
sidising foods mainly consumed by low­
income households or sold in low-in­
come areas.

Rather than disapprove of food
subsidies across-the-board, policymakers
should devote their energy to designing
food subsidy packages that redistribute
income efficientlywithout hurting the ef­
ficiency of resource allocation.
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BOX 4.2
Rural banks in Ghana

Encouraging moreparticipatory development

This Report places people at the centre of
human development - as the agents and
beneficiaries of the development process.
People's needs and interests should guide
the direction of development, and people
should be fully involved in propelling eco­
nomic growth and social progress.

Participatory development starts with
self-reliance, which means people being able
to take care ofthemselves. To stress people's
economic, political and social self-reliance
is not to argue against state intervention in
human development. On the contrary,
greater participation of all people in the
development process depends on carefully
designed government policies and pro­
grammes. But government interventions in
support ofhuman development should also
encourage private initiative in the broadest
sense - including that ofprivate entrepre­
neurs, that of nongovernmental organisa­
tions (NGOs) and other community-based
and self-help organisations, and that of
people as individuals or households.

Welfare measures are an important
aspect ofpolicies for the poor, but the long-

Promotingprivate initiative

Governments throughout the world have
increasingly come to recognise that the pri­
vate sector can and should play an impor­
tant role in the development process.

Four major policy areas are generally
recognised as essential to private sector
development in the developing world:
• The creation ofa proper enabling envi­
ronment for private sector development,
including new legislation and regulations
supportive ofprivate sector growth.
• Privatisation, especially of productive
functions more efficientlyperformed by the
private sector.
• The development of micro, small, and
medium-size enterprises through such
mechanisms as small-scale credit schemes,
volunteer executive programmes and ven­
ture capital.
• The improvement of public sector
management and private sector manage­
ment training.

What is required is a smaller but more
effective public sector capable of creating
an enabling development framework and
guiding private investments into priority
areas for human development. The role of
the public sector should be confined pri­
marily to building economic infrastructure
and to providing social services. Successful
developmentwill depend on the right strat­
egy mix - on putting in place a policy

term solution to poverty requires more
developmental measures. The poor have to
find access to the means and opportunities
for bringing them into the mainstream of
development. Today, many policies and
programmes for the poor adopt such an
enabling strategy. Vocational training and
other types of skill formation are important
elements of these strategies, as is the provi­
sion ofcredit to the poor. N GOs have done
much to make credit programmes work
(boxes 4.2 and 4.3).

The effectiveness of some NGOs in
programmes that require close and direct
involvement with people has been a major
factor in increasing the collaboration be­
tween governments and NGOs in many
developing countries.

What accounts for this success?
Mobilising localinitiative is vital. The

directors of the banks are local leaders
committed to their community's devel­
opment. In each community, a broad
base of community members are share­
holders.

Funds mobilised locally are used
locally, in sharp contrast to many banks
that funnel rural savings to the cities.

Loan approvals are based on the
producer's reputation in the community,
not on abstract guidelines and collateral
requirements that eliminate most poten­
tial borrowers. The owners of the small­
est farms and smallest businesses are the
best candidates for loans.

Administrative costs are kept low by
using simple and standard procedures
and recruiting stafffrom the community.

The potential for savings in rural
Ghana is considerable. Local savings
represent well over 90% of the loan fund
from the first year of operation.

Ghana's rural banks, supervised by the
centralbank, serve areas that otherfinan­
cial institutions ignore. There are 106
such banks - independent and run by
the community - providing places to
save and to make loans, principally to
small farmers and the owners of cottage
industries.

Growth has been extremely rapid ­
from 148,000 cedis in 1977 to 862 mil­
lion cedis in June 1985, and from 802
savings account holders in 1977 to

221,000 at the end of 1984.
This growth shows that rural peas­

ants and village dwellers will save if they
have confidence in the bank, find it
convenient and have ready access to their
savings.

Since their start, the ruralbanks have
lent 554 million cedis, almost all from
local savings,with loans averaging 12,000
to 18,000 cedis ($200 to $300 at the 1985
exchange rate). By the end of 1984, there
were 32,000 borrowers.
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package that combines private and public
sector strategies in the interest of people­
oriented development.

Appropriate strategies and sequencing

The combination ofpolicies appropriate for
a country depends in large part on the level
ofincome per capita, on the achievement in
human development and on the distribu­
tion ofassets and income. Five categories of
countries can be differentiated by the com­
bination of these conditions, with policy
combinations suggested as appropriate for
each category (box 4.4).

Although well-designed meso policies
can compensate for apoor income distribu­
tion' they cannot substitute for the eco­
nomic growth needed to finance the meso
policies over the long run. Policies to sus­
tain or restore economic growth are thus
critical for every category ofcountry.

As countries progress, their changing
conditions will call for new policy combina­
tions. Governments also face the problem
ofhow best to sequence actions in the social
sectors when each of them has major defi­
ciencies. The limited evidence suggests that
where choices have to be made, primary
education should be given priority, with the
provision oflow-cost health interventions
coming a close second. This issue of se­
quencing demands further research to de­
fine "production functions" for various
aspects ofhuman development and to iden­
tify social returns to differenttypes ofsocial
expenditures over time (box 4.5).

must thus pay special attention to well­
structured meso policies. Because of their
very tight budgets, they need to focus on
low-cost programmes - to keep down the
cost of across-the-board interventions ­
and to rely more on targetted schemes.

Debt-ridden adjusting countries have
the greatest difficulty in securing the re­
sources for improving human development
- and the greatest need, since continuing
downward pressures on human develop­
ment will further undermine their long-run
growth prospects. Moreover, living condi­
tions in many adjusting countries are be­
coming intolerable.

In addition to their focus on meso poli­
cies' it is particularly important for these
countries to restore equitable growth. For
this, they need greater international finan­
cial support - to give them more time to
adjust, to combine adjustment with growth
and to protect and promote human devel­
opment.

The discussion here assumes that the
overriding objective of governments is the
improvementofhuman development for all
their people. Asiswellknown,however, the
reality is often otherwise. Governments are
subject to many pressures from interest
groups. Moreover, their objectives are of­
ten complex and multidimensional: to stay
in power, to serve particular interest groups
and sometimes to enrich themselves. That
is why the political will and institutional

BOX 4.3

Money shops in the Philippines

Policies for adjusting countries

The policies appropriate for adjusting coun­
tries do not differ in their fundamentals
from those applicable more generally. The
major difference is that many adjusting
countries are suffering declines in govern­
ment expenditures and in per capita in­
comes. Moreover, in debt-ridden countries
the resources available for the social sectors
are further limited by the need to devote a
high proportion of the budget to interest
payments. These countries have particular
difficulty in securing a favourable macro
environment for human development and
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The money shops ofthe Philippine Com­
mercial and Industrial Bank. make small
loans - between $125 and $1,250 - to
market stall-holders at a reasonable profit.
The key to the money shops' success is
their closeness to - and close interac­
tion with - borrowers.

The first two money shops opened in
1973. By 1979 there were 70 of them
scattered throughout the Philippines.
Either in or on the fringe of private or
public markets, the money shops meet
the short-term (30 to 60 day) credit needs
of commercial customers. The shops
also accept deposits.

The shops usually operate in fairly
large urban markets, because there must

be 400 businesses in the market site to
justify placement. Facilities are extraor­
dinarily simple, often awooden stalllarge
enough to accommodate four employ­
ees.

For stall-holders to qualify for the
minimum loan of $125, they must have a
daily sales volume of $7.50 to $8.75 and
profits of 10% to 50%. The terms are
14% interest for one year plus a 2%
monthly service charge, with daily repay­
ment. The recovery rate has been 98%.

The Philippines' experience demon­
strates that it is possible to reach fairly
modest income groups through commer­
cial banks at market rates of interest if
loans are properly targetted.
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BOX 4.4
Different strategies for different contexts

Different countries have followed different
strategies in translating economic growth
into human development. They can be clas­
silled according to their initial socioeco­
nomic conditions and the policy packages
which they adopted, leading them to suc­
cessful human development. Such a classi­
fication helps identify combinations of pol­
iey measures appropriate to different devel­
opment contexts.

Category I countries have been facing
the greatest difficulties. They had low in­
come, low human development and uneven
income distribution. Many countries in this
group suffer from further handicaps. Some
are debt-ridden adjusting countries and have
experienced particular difficulties in estab­
lishing good macroeconomic conditions and
increasing the resources needed for human
development. Some depend primarily on
the export ofone commodity whose interna­
tional prices can fluctuate violently. Never-

theless, the successful ones among these
countries - for example, Kenya and Zim­
babwe - have improved human develop­
ment by adopting strong, well-structured
meso policies.

Category II countries are those that
started out with low income, a moderate
income distribution and modest levels of
human development. Manyofthem have­
as do several category I countries - civil
strife and war deflecting scarce resources
from human development. International
support for human development should be
focused on category I and II countries.

Category ill countries, despite their
initially low incomes, have significantly bet­
ter prospects than those in categories I and
II. Having already achieved moderate human
development, partly because their income
distributionwas not too uneven, they needed
continued growth and the expansion of
appropriate across-the-board meso policies

to accelerate progress. Sri Lanka and the
Republic ofKorea followed this strategy suc­
cessfully.

Category N countries have low levels
of human development despite moderate
income levels, which could have placed
better perfortnance within easy reach. Judg­
ing from past experience, these countries
need to improve their primary income distri­
bution and compensate for their poor in­
come distribution through much stronger
and better-structured meso policies. Malay­
sia is a middle-income country that raised
human development levels in this way.

Category V countries should - if they
follow good meso policies while maintaining
their generally good growth and distribution
performance policies - attain high levels of
human development within a few years.
Costa Rica and Colombia provide examples
of what such countries can achieve.

Country strategies for human development

Initial conditions

Category I

Priority policies
Countries that have successfully

implemented these policies

Low income
Uneven income distribution
Low human development

Category II

Low income
Moderate income distribution
Low human development

Category III

Low income
Moderate income distribution
Moderate human development

Category IV

Middle income
Uneven income distribution
Low and moderate human development

Category V

Middle income
Moderate income distribution
Moderate human development

Improve growth and distribution
Increase share of social spending
Target social subsidies and programmes

Improve growth
Maintain distribution
Increase share of social spending
Across-the-board meso interventions

Improve growth
Maintain distribution
Increase share of social spending
Across-the-board meso interventions

Maintain growth
Improve distribution
Increase share of social spending
Target social subsidies and programmes

Maintain growth and distribution
Increase share of social spending
Across-the-board meso interventions

Botswana
Kenya
Zimbabwe

China

Republic of Korea
Sri Lanka

Malaysia

Chile
Colombia
Costa Rica
Jamaica
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capacity to follow the most appropriate strat­
egy are often lacking.

The political resistance can be great
when reductions are proposed in social
expenditures benefitting primarily power­
fu1 and favoured groups. The political resis­
tance can be even greater when it comes to
pruning military expenditures or undertak­
ing land reforms. By contrast, the potential
beneficiaries ofchange generally have little
voice or political muscle.

As this Report has emphasised, how­
ever, success in human development is
widespread and possible even in poor coun­
tries. Moreover, deeper analysis of the
human condition in each society will by
itself exercise considerable pressure for
change. And often, a suitable climate has to
be created for any major change.

that global target-setting for the 1990s is
more realistic and operational.

Quantified global targets for the year
2000 do exist for some ofthe key indicators
of human development examined in this
Report.
• Complete immunisation ofall children.
• Reduction ofthe under-five child mor­
tality rate by half or to 70 per 1,000 live
births, whichever is less.
• Elimination ofsevere malnutrition, and
a 50% reduction in moderate malnutrition.
• Universal primary enrolment ofall chil­
dren ofprimary school age.
• Reduction of the adult illiteracy rate in
1990 by half, with the female illiteracy rate
to be no higher than the male illiteracy rate.
• Universal access to safe water.

BOX 4.5
Priority research agenda for human developmentSetting global targets

for human development

The global targets that the international
community sets at world conferences and
during UN GeneralAssembly debates must
be seen more as desirable objectives - as
indications of the direction that develop­
ment shou1d take - than as carefullycalcu­
1ated projections of what is feasible and
realistic. Several global targets have been
set during the past three decades, many of
direct relevance to human development.
Some have been broad: health for all by the
year2000. Others more precise: under-five
child mortality rates in all countries should
be 70 or halved, whichever is the lower, by
the year 2000.

Settingglobal targets for socioeconomic
progress for each decade has its advocates
and its critics. The advocates point out that
the adoption of global targets creates a
conducive environment and political pres­
sure for their serious pursuit nationally and
internationally. The critics maintain that
the global targets have no price tag, are not
differentiated according to different coun­
try situations, are not accompanied by con­
crete national and international plans for
implementation - and that any link be­
tween national progress and global targets is
only incidental. Instead of taking extreme
positions, it is far more productive to ensure

In preparing this first Human Develop­
ment &port, it became obvious that
considerable research is needed in many
areas before policy recommendations can
be offered with confidence. The follow­
ing topics emerge at the top of the policy
agenda for such research.

Data collection. Far fewer resources
are invested in collecting information on
human development than in generating
conventional economic data. As a result:

National data on life expectancy,
literacy, and child malnutrition are avail­
able not year-by-year but only through
periodic household surveys or decennial
censuses. This makes it difficult to esti­
mate the effects of changing conditions
and especially to pick up any deteriora­
tion in human development quickly. A
permanent programme of representative
national household surveys should pro­
vide regular monitoring of the human
condition.

For most indicators, only country­
wide data are available, with little infor­
mation on the various indicators for in­
come or population groups, or for urban
and rural areas, or even for major geo­
graphical regions. Data on absolute and
relative poverty are also often lacking. All
this information is essential for appropri­
ate policy design and for assessing the ef­
fectiveness of policies.

A production function for human de­
velopment. Little is known about how
inputs relate to outputs in human devel-

opment - for example, about what
combination of health services, educa­
tion and nutrition support bring about
the best improvements in child mortality.
Yetwithout this knowledge, governments
have difficulty in identifying cost-effec­
tive and efficient policies. Acomprehen­
sive survey of microstudies in the socio­
logical, economic, medical, biological and
public health fields would be a useful first
step in developing production functions
for human development. Evidence from
Western Europe, Japan, and the most
successful developing countries would
also help increase knowledge about the
optimal sequencing of policies towards
the social sectors.

Financing and restructuring the social
sectors. More research is needed on alter­
native strategies and methods of financ­
ing the social sectors, including general
tax reforms, local finance and the use of
fees. In addition, the studies should be
carried out on the potential for restruc­
turing within the social sectors.

Decentralisationandlocalgovernment.
Research is needed as well on the forms
and impact of decentralised decision­
making-and on mechanisms forinduc­
ing effective participation, especially
among groups usually unorganised and
with little influence, such as poor women
and the landless. The role of the private
sector and NGOs in promoting human
development also needs further study.
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It is necessary to
ensure that global
target-setting for
the 1990s is more
realistic and
operational

A possible measure for the realism of
these targets is the rate of past progress in
particular countries (see the annex tables).

Immunisation. Ifdeveloping countries
maintain their past rate ofprogress, most of
them could achieve full immunisation cov­
erage of their children by the year 2000. The
main exceptions requiring additional effort
are Niger, Mauritania, Mozambique, Yemen
Arab Republic, Liberia, Ghana, Cote
d'Ivoire, Papua New Guinea, Libya and
Mongolia. But even in these countries, the
target may be attainable since past achieve­
ment rates are only a crude yardstick.

There have recently been major im­
provements in the quality of vaccines and
vaccination technology. In addition, more
people recognise the importance of im­
munisation, and more trained medical per­
sonnel are available for the implementation
of vaccination programmes. Because of
these advances, the coverage of child im­
munisation increased sharply from 30% in
1981 to nearly 70% in 1988, saving an esti­
mated 1.5 million lives annually by 1988.

The growing problem ofAIDS cautions
against complacency, however, for its spread
may make parents more hesitant to bring
their children for vaccination. The solution,
altogether manageable, lies in taking the
necessary sanitary measures, using the new
self-destruct syringes and embarking on
public information campaigns.

Child mortality. Reducing the child
mortality rate in all countries by half is
ambitious in the light of the last three de­
cades' achievements. The annual rate of
reduction required to reach this target is
higher than what most countries have
achieved, particularly in Africa. At past
rates ofprogress, 23 countries- almost all
with low human development - will not
attain the target until after 2050.

The child mortality rate differs from the
immunisation rate in that it is an outcome
rather than an intervention. Immunisation
requires vaccines, healthpersonneland other
inputs that canbe defined in arather precise
manner. But child mortality is the result of
many factors, some controllable and others
less controllable. Pushing the rate up are
malnutrition from food shortages during
droughts, increasing poverty resulting from

overall economic stagnation, and the spread
ofAIDS. Pulling it down are higher female
literacy, cleaner water, better sanitation,
broaderimmunisationand soon. The under­
five mortality rate thus defies precise pre­
diction, and its reduction requires espe­
cially careful planning and monitoring.

Malnutrition. One significant target for
ensuring the survival and development of
children in the next decade is to eliminate
severe child malnutrition and to halve
moderate malnutrition by the year 2000.
Most countries will require annual reduc­
tions in malnutrition ofaround 5% to 7% to
meet the global target - not overly high and
within the reach ofproperly targetted nutri­
tion policies and programmes. The cost of
such programmes is generally small, and the
payoff large. Moreover, attaining some of
the health and educationgoals for the 1990s
will greatly contribute to reducing child
malnutrition.

Primary school enrolment. Perhaps the
most important human development target
for the year 2000 is to ensure universal
primary school enrolment for boys and girls.
Although past performance could be calcu­
lated for only some developing countries,
universal primary school enrolment may
indeed be areality by 2000. Some countries
will have to increase their enrolment rates
sharply: Mozambique, Malawi, Rwanda,
Haiti, SaudiArabia and Nicaragua. Others
will have to reverse recent declines: Mali,
Somalia, Tanzania and Morocco. But if
primary school enrolment is universal by
2000, literacy rates will rise dramatically
throughout the developing world in the
early part of the next century. This most
valuable ofinvestments in human develop­
ment will help unleash the creative energies
ofthe four-fifths ofhumankind living in the
developing world. The Declaration and
FrameworkforAction adopted at the World
Conference on Education for All held in
Jomtien,Thailand, on5-9 March 1990, holds
out the promise of more rapid progress in
this area as it has moved to the top of the
policy agenda for the 1990s.

Adult literacy. The global target for the
year 2000 is a 50% reduction in today's
adult illiteracy rates, with a sharper increase
in female literacy so that the gender gap in
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literacy disappears. Several countries may
achieve the target for male literacy if they
maintain or somewhat accelerate their past
progress. The real problem is in such popu­
10us countries as India, Pakistan, Egypt and
Sudan, which despite their very low literacy
rates have allocated only modest amounts
to education and thus expanded literacy at
a painfully slow pace over the past three
decades. The effort required for female
literacy is even greater.

Is the global target for literacy realistic?
The answer is difficult because there are
many uncertainties. Male-female dispari­
ties and role differentiation are deeply rooted
in the socioeconomic traditions of many
countries, and breaking away from these
traditions will take time. An encouraging
note, however, is the stronger developmen­
tal role of NGOs in recent years and the
explosionofaninformatics revolution. With
their support and involvement, faster im­
provements in literacy might be possible
than those in the past, especially if their
efforts augment rather than replace govern­
ment programmes.

Sa/ewater. Safe drinking water is avail­
able to 700 million more people than in
1980, and sanitation to 480 million more,
yet the majority ofpeople in the developing
world still lack these basic necessities. Even
so, the target of providing safe drinking
water to all by 2000 is attainable for most
developing countries if they maintain past
rates of progress. But capital investment
must go hand in hand with human resource
development to ensure the proper mainte­
nance and repair of the infrastructure, espe­
cially for water. And development expendi­
tures have to be matched by appropriate
provisions for recurrent expenditure to fi­
nance the required technical personnel,
including village maintenance brigades.
Wrapped up in this issue of budget alloca­
tions are questions ofuser fees, community
financing and other aspects of resource
mobilisation.

Realism oftargets. Appraising the real­
ism of developmental targets is complex
because developmental conditions and
challenges vary so much from country to
country. Past achievements are only arough
indicator of future progress. New techno-

logical breakthroughs might accelerate fu­
ture achievements, but societalvalues may
need to change before such objectives as
female literacy can become fully attainable.
Moreover, much individualand institutional
capability remains to be built before such
goals as clean water and sanitation for all
can be achieved. And the natural calamities
ofdrought and floods may throw countries
back in their efforts to eradicate hunger and
malnutrition. The initial steps often are
the easiest, with the path becoming more
treacherous later on. Nor is staying on
track assured: the 1980s have seen sever­
al reverses in social progress, and main­
taining past progress may become difficult
unless economic performance improves
significantly.

Another important issue is whether fi­
nancial resources will be adequate for im­
plementing the programmes to reach these
targets. The financial costs for attaining
various global targets generally have not
been worked out, however, either globally
or for individual countries. Without such
costing, realistic planning and analysis can
hardly begin.

UNESCO and the UNDP recently pre­
pared a rough calculation of the cost of
achieving universal primary school enrol­
ment by 2000: $48 billion over the next 10
years, or between $4 and $5 billion if cost­
effective methods are used. This figure
implies that countries will have to increase
their current budgetary outlays for primary
education by about 50% during 1985-2000,
an average annual increase of nearly 3%
(compared with 1.7% ayearover 1975-85).
This does not sound overly ambitious. Mter
all, this amount equals only two days of
military spending in the industrial coun­
tries, or one week ofmilitary spending in the
Third World, or about 2% of annual debt
servicing by developing countries. How­
ever, the implications for some countries,
especially those in Mrica and others in the
least developed category, need to be care­
fully watched. Their budgetary outlays for
education may have to more than double at
a time when their per capita GNP is pro­
jected to be flat or declining.

The operational feasibility and overall
credibility ofglobal targets inhuman devel-

Universal primary
school enrolment
by the year 2000
will require added
spending of $5
billion a year
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Comprehensive
human balance
sheets must be in
all national
development plans

opment will increase considerably if four
criteria are met.
• The number ofglobal targets should be
kept small to generate the necessary politi­
cal support and policy action for their im­
plementation. The international agenda is
already crowded, and having too many tar­
gets diffuses policy attention.
• The implications for human and finan­
cial resources must be worked out in detail,
country by country, before fixing any global
targets - to ensure that the targets are
realistic.
• Different targets should be fixed for
different groups ofcountries, depending on
their current state ofhuman development
and past rates of progress.
• National strategies for human develop­
ment should bridge national planning and
global target-setting, for without national
development plans the global targets have
no meaning.

National plans for human development

The first step in preparing a human devel­
opment plan is to draw up an extensive
inventory ofexisting human resources and
skills, of people's health, education and
nutrition, their absolute and relative pov­
erty, their employment and underemploy­
ment and their progress in the demographic
transition. That inventory should also de­
scribe the prevailing disparities between
females and males and the distribution of
social services between urban and rural areas
and among different income groups. And it
should capture the cultural ethos, ideologi­
cal aspirations and real motivations of the
people.

In otherwords, a serious attempt should
be made to prepare comprehensive human
balance sheets for the first chapter in every
national development plan, relegating the
usual national income accounts - GNP,
exports and imports, saving and investment,
and so on - to technical annexes. Obvi­
ously, it is possible to plan for people only if
more is known about them and if they are
not reduced to mere abstractions.

The second step is to identify priorities.
Existing conditions should be compared
with the objectives to be achieved under the

plan. Feasible objectives can be estimated
either by observing what other countries in
broadly comparable circumstances have
already achieved orby using national data to
calculate maximum possible improvements
given the resources likely to be available.
The difference between feasible objectives
and initial conditions provides a first indica­
tion of possible priorities: the greater the
difference, the larger the scope for improve­
ment and, possibly, the higher the priority
for policy.

The third step is to rank the priorities
according to the people's preferences. There
can be no presumption that two countries
with equally low human development and
equally sparse resources would attach equal
importance to each component of human
development. Adjusting plan priorities to
reflect country preferences implies, of
course, that countries have effective mecha­
nisms for ascertaining people's preferences.
The effectiveness of these mechanisms of­
ten depends on the democracy and decen­
tralisation of political and economic sys­
tems and the encouragement of participa­
tory development.

The fourth step is to translate these
priorities into specific goals for primary
indicators, such as life expectancy, literacy,
and nutrition. The goals would be refined in
the light of the programmes and targets for
specific policy instruments and contribu­
tory indicators, such as access to health and
education services and access to clean wa­
ter. A country may have as a goal a five-year
increase in life expectancy (a primary indi­
cator), but it normally will have to link this
goal to contributory indicators (such as the
availability of health services and calories)
and policy instruments (such as investment
in food production and health services) to
enable planners to transform the general
objectives into precise guidelines for action.

There usually are several roads towards
achieving a given human development goal.
Life expectancy can be increased by greater
access of the population to safe drinking
water, by broader coverage of immunisa­
tionfor children, byexpanded primaryhealth
care facilities, by generally improved nutri­
tion or by a combination of all these mea­
sures. Because resources are scarce, poli-
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cymakers have to choose from among the
various programmes. The various measures
thus compete with one another, but they
can also be complementary - that is, the
presence of one programme can enhance
the effectiveness of another. Forexample,
a school feeding programme to improve the
nutrition of children or a programme for
rapid increases in female literacy could in­
crease the effectiveness ofa programme to
expand primary health care.

The task of the development planner is
to achieve as great an improvement as pos­
sible in a primary indicator with the re­
sources available or, put differently, to
achieve a given improvement in a primary
indicator at the lowest possible resource
cost. This requires knowledge about the
functional relationship between a primary
indicator and the various measures that can
affect it and knowledge about the comple­
mentarity among policy instruments ­
knowledge that often is lacking.

Ideally, the planner should know the
full range of available alternatives and the
cost of each. For example, health services
could be provided by expanding curative
facilities at technologically sophisticated
hospitals, by expanding preventive services
and small clinics or by a combination of the
two. The cost of these different approaches
is likely to vary considerably.

Present knowledge about the "produc­
tion function" for different components of
human development is rudimentary. Seri­
ous research is clearly needed in this area.
Meanwhile, planners have to get on with
their job and do the best they can- perhaps
using knowledge from other countries,
particularly those with similar resource
endowments and incomes but above-aver­
age progress in human development. Ex­
aminingsuccessfulexperiencescan tellmuch
about the instruments most effective in
achieving particular goals. One major ob­
jective of future Reports will be to sum­
marise such practical experience.

The fifth step in human development
planning is to match the cost of planned
human development programmes with the
available resources. Ethiopia (with a per
capita income of $130 and a domestic sav­
ings rate of 3%) and Congo (with a per

capita income of $870 and a domestic sav­
ings rate of 21%) are in the same broad
category ofcountries with lowhuman devel­
opment. Yet what is feasible in the Congo
clearlymight not be in Ethiopia. It is impor­
tant, therefore, for planners to identify
accurately the volume ofresources that can
be made available for human development
by reallocating domestic expenditures and
by raising additional resources.

Priorities are bound to differ among
broad groups. Forcountrieswithlowhuman
development - almost all in Sub-Saharan
Africa and low-income Asia - policymakers
will aim at rapid improvement in all the
primary indicators. Priorities are likely to be
high for child immunisation programmes,
primary health care (especially in rural ar­
eas), primary school enrolment (especially
for girls), safe drinking water, food produc­
tion and its distribution to malnourished
groups, and programmes to reduce popula­
tion growth.

Priorities in the countries with medium
human development can be much more
selective than in the first group. Their
primary health care and access to safe drink­
ing water (particularly in urban areas) are
quite good. School enrolment rates, except
in the Middle East and some Latin Ameri­
can countries, are high. Calorie deficiencies
are negligible, except in some LatinAmeri­
can countries. Such countries can thus
focus their human development pro­
grammes on reducing internal gaps: rural­
urban, female-male and poor-rich. They
can also focus on some objectives beyond
the primary indicators, such as secondary
enrolment, better quality education, im­
proved food distribution, adequate shelter
and a cleaner physical environment.

Human development planning can be
done only at the national level, but many
governments in the developing world are
still not fully equipped to undertake such
exercises entirely on their own. Interna­
tional agencies can provide the necessary
technical expertise and assistance at the
request ofdeveloping countrygovernments
for formulating their human development
plans. The United Nations system, in par­
ticular, must assume a major responsibility
in human development in the 1990s, since

Ideally~ the planner
should know the
full range of
available
alternatives and
the cost of each
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FIGURE 4.2

Declining expenditure on health and education
Central government expenditure, percentage of GNP

the military. The international community
has an important role in all of this, starting
with a return to net positive transfers of
resources from the developed countries to
the developing countries.

Many countries of Africa, Latin Amer­
ica, Asia, and North Africa and the Middle
East need to begin by restoring their invest­
ments in health and education to the levels
of the 1970s. Each of these regional groups
would also need to increase food produc­
tion by at least 3% a year, and that will
require a steady and stable rate of invest­
ment in food production of upwards of 3%
of their GNP. Investments in water supply
in these regions will also have to be
substantial.

InAsia the current rate ofoverall invest­
ment is adequate in middle-income coun­
tries. Except in the Philippines, the rate of
investment in all major countries in this
group was no lower in the 1980s than be­
fore. Some major countries in North Africa
and the Middle East experienced declines
in their rates of investment. In these coun­
tries a restoration of the rate of investment
to higher levels will be necessary to enable
the reallocation of resources to human
development.

The countries of Latin America and the
Caribbean experienced the sharpest reduc­
tion in public expenditure on health and
education in the 1980s. They thus need to
plan for a large increase in public spending
on these two sectors. Their investments in
agriculture will also have to be high, and
considerable investment is required for ex­
panding rural water supply - so it will not
be possible to attain the region's goals for
human development unless the general
availability of resources increases dramati­
cally in Latin America. This issue oflimited
resources is intimately linked with a satis­
factory resolution of the debt crisis.

Social expenditures in many countries
have to compete with other urgent claims
on generally scarce budgetary resources,
making the setting of budget priorities a
formidable task. The discussion now turns
to the possibilities for mobilising additional
domestic resources, for restructuring priori­
ties within the social sectors and for restruc­
turing priorities between sectors.

oD

Financing human development

For several countries, the proportion of
government expenditure on education and
health fell between 1972 and 1987. Dou­
bling the present proportion of such spend­
ing is a conservative estimate of what is
required.

The rate ofinvestment declined precipi­
tously in several African and Latin Ameri­
can countries in the 1980s and must be
raised to at least its level in the 1970s. An
increase in overall resources is absolutely
necessary in most developing countries ­
from special taxes, user fees and community
contributions. In addition, budgetary re­
sources are going to have to be reallocated
within and across sectors, especially from

UN agencies are already dealing with indi­
vidual social sectors and concerns. What is
needed is to bring their expertise together at
the country level for integrating human
development in the overall macroeconomic
framework. It is encouraging to note that
the UNDP has launched an initiative along
these lines in association with other UN
agencies.
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BOX 4.6

Sharing health costs in the Republic of Korea

Singapore's Mediservice scheme

People's willingness to pay, and hence
the feasibility ofintroducing additional user
fees, depends on what they expect the
additional resources to be used for. They
certainlywill be more prepared to pay if they
can assume that the resources will be in­
vested in quality improvements orexpanded
coverage, such as opening new facilities in
areas not served.

The user-fee system with a focus on the
poor should have two objectives. One is to
initiate distinct improvements in social ser­
vices to increase the preparedness of the
better-off to payfor services. The other is to
ensure that the poorer sections of society
pay nothing more than nominal fees, par­
ticularly for primary education and primary
health care. A specially designed health

private clinics designated by the Ministry
of Health and Social Affairs or from
health centres and community health
practitioners. They are referred to secon­
dary and tertiary hospitals if necessary.
And about half the country's medical
facilities are designated for this purpose.

Although there have been occasional
delays in payment because of the short­
age oflocalgovernment funds, the scheme
has benefitted 3.3 million people ­
600,000 indigents and 2.7 million low­
income people, nearly 8% of the popula­
tion.

BOX 4.7

outpatient treatment, which in Singapore
is affordable. Nor is it intended to cover
long-term chronic illnesses, since other
modes of care already provided through
subsidised government programmes
and by voluntary bodies play a major
role.

First implemented in all government
hospitals from April 1984, Medisave is an
added source of financing for families'
medical expenses. 'This shift in public
cost-sharing has freed government tax
revenues to improve the public health
services, especiallypreventive and chronic
health care.

The indigent in the Republic ofKorea ­
those aged over 65, the disabled, chil­
dren under 18 without parents or with
parents over 60, and people residing at
welfare facilities - get free medical care.
People who are better off but still have
low incomes - less than about $50 a
month in 1985 - and subsistence farm­
ers have to pay 20% of the inpatient fees,
except in Seoulwhere they pay50%. The
selection ofeligible persons is made once
a year.

The scheme enables qualifying Ko­
reans to receive primary health care at

Faced with mounting medical costs,
Singapore's Ministry ofHealth launched
the Mediservice scheme in 1983. In
addition to promoting individual respon­
sibility for maintaining good health, the
scheme aimed at building up people's
financial resources to give them means to
pay for medical care during illness.

Compulsory savings for medicalcare
regularly set 6% of earnings aside in a
personal Medisave account, and with­
drawals are permitted for hospital charges
and some outpatient procedures, such as
minor surgery.

Medisave does not cover general

Taxes. Tax reform - particularly re­
ducing tax avoidance and tax evasion
through closing loopholes and simplifying
procedures - can raise extra resources for
the social sectors. Ghana andJamaica have
raised their tax revenue considerablythrough
their improved tax collection efforts. Other
countries have introduced special taxes to
finance social expenditures. Brazil created
a special fund for its programmes in health,
nutrition and education and for the support
of small-scale farmers, financed by a 0.5%
surtax on sales and a 5% surcharge on cor­
porate income tax. Pakistan levied a 5%
Iqra (literacy) surcharge on its imports to
finance high priority projects in education.
Extra taxes can also be levied on luxury
items and on goods that are detrimental to
good health, such as cigarettes and alcohol.

Discriminatory userfees. Governments
are also turning more to discriminatory user
fees as a source of revenue. Across-the­
board user charges can seriously reduce the
participation of the poor in development,
such as the school attendance of children
from low-income families, which respond
more to prices than the better-off families
do. The user charges introduced at primary
schools in some francophone countries in
Africa amount to between 7% and 15% of
the average annual income ofan inhabitant
of these poor countries. User fees in the
health sector have also been found to re­
duce the use of health services by poorer
people, especially preventive services.

At the same time, however, the share of
private health expenditures in the total is
quite high in several developing countries:
31%inBrazil (1981),41%inJordan (1982),
50% in Zambia (1981) and 70% inThailand
(1979). The share of private secondary
school enrolments in developing countries
is similarly high: 41% in Tanzania, 54% in
Burkina Faso and 60% in Kenya.

Could the apparent willingness of bet­
ter-off people in society to pay quite high
fees for private education and health care
- and the obvious inabilityofpoorer people
to afford even minimum fees - be skilfully
woven into a differentiated system of user
charges?

Raisingadditionalresources
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BOX 4.8
Community financing in Senegal

insurance scheme in Singapore is making
higher user charges more acceptable to the
better-offsections ofsociety (box 4.6). And
a user-fee system in the Republic ofKorea
shows that such a system can protect the
lower-income groups and still work effi­
ciently (box 4.7).

Voluntary community contributions. In a
troubling number ofdeveloping countries,
the services for health, education and other
physical infrastructure are rapidly deterio­
rating because of the lack of maintenance
and repair, reflections of scarce budgetary
resources. Teachers are abandoning their
jobs because salaries are declining or pay­
ments have become irregular. Health per­
sonnel have to work without medicines and
other consumables. To stop this trend,
government officials (often with foreign
donors) are turning to local people for vol­
untary contributions to maintaining local
services. In such self-help schemes, villag­
ers offer their free labour for construction
and maintenance work, contribute food for
government personnel and pay for drugs
and other services.

The experience with these self-help
schemes has been mixed. Sometimes they
have worked well withoutleading to inequi­
ties, as in Senegal (box 4.8). In other
instances they have created second-class
institutions and perpetuated inequalities, as

Community financing has persuaded the
Senegalese to take much more responsi­
bility for their own health. To give just
one example, the system of self-manage­
ment in 1983-84 raised funds equal to
80% of the budgetary appropriations,
excluding those for staff, to the Ministry
of Public Health.

Managed by the people and financed
by patients' contributions, the system
covers all hospitals, health centres, health
posts, and village health huts. The charge
is 26 cents per adult and 13 cents per
child for treatment in hospitals and health
centres, and half that for health posts.

Health committees, which admini­
ster the receipts, include representatives
ofevery health hut in the village, and they
are gradually learning the intricacies of

management. Of the receipts, 60% go
for drugs, 30% for birth attendants and
community health workers and 10% for
operational expenses.

Village life is organised around the
health hut. The council of elders, the
rural council, the mothers' committees,
and the health committee all meet under
the palaver tree to discuss problems of
health, hygiene, and cleanliness. They
consider how to replace their stock of
drugs, how to collect receipts, and how to
pay, in money or in kind, the community
health worker they have chosen.

With 90% of the villagers using the
health huts, they waste far less time,
money and effort than before, when they
had to go to a distant health post.

with many of Kenya's harambee schools.
Great care must therefore be taken in de­
signing community self-financing.

Reallocating budgetary resourceswithin
sectors

Countries with successful human develop­
ment have often restructured government
expenditures within the social sectors from
low priority to high priority uses - say, from
curative to preventive health or from terti­
ary to primary education. They have also
maintained the expenditure on lower prior­
ity areas by finding new forms offinance for
them, such as loan schemes for tertiary
education and insurance schemes for higher
level health care.

Normally, social expenditures need 25%
to 30% ofthe total development allocations
to maintain a proper balance between eco­
nomic and social progress. And in countries
with a legacy of human neglect, the alloca­
tions for social sectors may have to be even
higher.

Some of the highest payoffs can come
from shifts within the social sectors. Choices
have often to be made between primary
health care facilities for all or expensive
hospitals for a few, between highly sub­
sidised university education or free univer­
sal primary education, between sites and
services for slums or middle-class urban
housing, and so on. Examples of critical
imbalances in social expenditures abound.
• Many countries have high dropout rates
in their primary schools, sometimes above
70%. Investments tokeep children in schools
- say, through providingfree schoollunches
or organising new drop-in schools, as in
India - could thus pay a high dividend.
• Most developing countries invest too
little in technical education (with secondary
technical enrolment less than 2% of many
countries' total secondary enrolment), so
they often produce large numbers ofgener­
alists whose skills are not in high demand.
• The mismatch between supply and
demand for certain skills leads to consider­
able unemployment among the educated,
even when there is a shortage of skills.
• Primary education generally receives
proportionately less public funds than do
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FIGURE 4.3
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efficient. Care must be taken, however, not
to divert resources required for the mainte­
nance of economic infrastructure that is so
important for sustaining growth. In addi­
tion, successful negotiations on debt reduc­
tion would release some of the vast re­
sources that have been going to interest
payments for use in the social sectors.

The rapid rise ofmilitary spending in the
Third World during the last three decades is
one of the most alarming, and least talked
about, issues. It continued even in the
1980s despite faltering economic growth in
many developing countries and despite
major cutbacks for education and health.

Military expenditures of the developing
countries have increased 7.5% a year during
the past 25 years, far faster than military
spending in the industrial countries (table
4.1). Their total expenditures multiplied
nearly seven times - from $24 billion in
1960 to $160 billion in 1986 - compared
with a doubling for the industrial countries.
And of the incremental growth of nearly
$500 billion in annual global military expen­
ditures between 1960 and 1986, nearly 30%
was additional spending by the developing
countries. As a result, the share of develop­
ing countries in global military expenditures
rose from 7% in 1960 to 19% in 1986.

Whereas the industrial countries re­
duced the share of their GNP allocated to
the military from 6.3% in 1960 to 5.4% in
1986, the countries of the Third World
increased their share from 4.2% in 1960 to
5.5% in 1986. Most astonishing of all, the
least developed countries nearly doubled
the percentage of their GNP spent on the
military - from 2.1% to 3.8%.

It is worth recalling in this context that
average per capita income of the developing
countries is only 6% of that of the industrial
world. And at 1985 levels of GNP per
capita, annual military costs represented
nearly 160 million man-years of income in
the Third World, three times the equivalent
military burden of industrial countries.
Obviously, the poverty of the people of the
developing world has been no barrier to the
affluence of their armies.

The sharp increases in military expendi­
tures have not only preempted diminishing
budgetary resources and squeezed social

Health and
education

Many countries spend a high proportion of
their budgets and GDPs on defence, offer­
ing great potential for switching resources
towards the social sectors. Where there is
less scope for such shifts, other sectoral
reallocations may be possible. Spending on
inefficient parastatals can be cut, some
government activities can be privatised and
development spending can be made more

college and university education, which in
many cases could be more self-financing.
• Many health systems lack paramedics
(especially nurses), obliging doctors to per­
form the tasks of their support staff.

The efficiency of social spending can be
greatly improved by identifying such imbal­
ances and taking steps to correct them.
Since social budgets are going to remain
limited in relation to demand - even under
the most optimistic assumptions about the
future - more effort must go into squeez­
ing the maximum social progress from lim­
ited resources.

Reordering budgetary priorities across sectors

Life expectancy D Adult literacy rate

1986

developed

1960

Military 73%

FIGURE 4.5
National expenditure priorities: military
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Costa Rica (GNPp.e. $1,610) 1 75 years
Military 0 193%

Venezuela (GNP p.e. $3,230) 1 70 years
Military 17% I 187%

Jamaica (GNP p.e. $940) 174 years
Military 18% 182%

Botswana (GNP p.e. $1,050) 159 VI ars
Military 19% 171%

Developing countries average: 60% Adult literacy rate
62 years - Life expectancy

Life expectancy 0 Adult literacy rate

3.4
2.9
7.5
7.5

Annual
percentage

growth
1960-86

Health and
Education
81% or more

Countries with health &
education expenditures
more than four times military

Region 1960 1986 1960 1986

World 345 825 6.0 5.4
Industrial countries 321 666 6.3 5.4
Developing countries 24 159 4.2 5.5
Least developed countries 0.5 3.4 2.1 3.8

TABLE 4.1
Rising military expenditure in the Third World

Billions of Percentage
1984 dollars of GNP

Military

FIGURE 4.6

National expenditure priorities: social sectors
Distribution of national expenditures between
military and health and education

development programmes are to be more
liberally accommodated in future budgets,
the international community can encourage
this through four specific actions:
• The ratio of military to social expendi­
tures should increasingly be accepted as one
of the criteria for external assistance.
• Ceilings should be negotiated not only
for development debts but also for military
debts.
• Arms shipments to developing coun­
tries should be discouraged, especially since
pressures for such shipments are likely to
increase as defence industries face major
production cuts in the 1990s.
• Major world powers should be urged to

services and economic growth. They have
also consumed considerable amounts of
foreign exchange. Arms imports by devel­
oping countries skyrocketed from $1.1 bil­
lion in 1960 to nearly $35 billion by 1987, or
three-quarters of the global arms trade.
According to the World Bank, military debt
is more than a third of the total debt for
many large developing countries. What is
frightening about all these figures on mili­
tary expenditures is that they may well be
underestimates, since few governments
reveal their true military spending.

In the developing countries the expen­
diture on the military is more than that for
education and health combined, compared
with just over half in the industrial world.
Evenin the least developed countries, spend­
ing on the military is almost equal to that on
education and health combined. Over 25
developing countries spend more on the
military than on education and health,
sometimes more than twice as much, have
several times more soldiers than teachers
and spend around 6% or more of their GNP
on defence. There are eight times more
soldiers in the Third World than physicians.

Among developing countries with the
highest shares of military expenditures are
some of the poorest and least developed
countries - Angola, Burundi, China,
Myanmar, Sudan, Uganda, the People's
Democratic Republic of Yemen and Zaire.
Despite the more than 800 million people in
absolute poverty in South Asia and Sub­
Saharan Mrica, South Asia spends $10 bil­
lion a year on the military, and Sub-Saharan
Africa $5 billion.

There obviously is great potential for
increasing human development budgets if
military expenditures are not allowed to
increase, or are even reduced, during the
1990s. The total military expenditure of the
Third World is estimated at almost $200
billion. If past trends continue, it would
increase between $15 billion and $20 billion
every year during the 1990s. Any reduction
in past trends would thus release consider­
able resources for social programmes.

The emerging detente between the
superpowers demands a candid reassess­
ment of past military spending and an open
dialogue about future options. If human
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promote peaceful development in the Third
World by defusing regional tensions (par­
ticularly in Southern Africa and the Middle
East) and ensuring global security and eco­
nomic justice.

The responsibility of industrial coun­
tries, and other major arms exporters, for
the rising military expenditures in the Third
World must also be noted. Defence assis­
tance budgets of developed countries have
often increased even when net economic
assistance has declined. Defence industries
in the industrial world have often aggres­
sively sought willing clients in the Third
World, offering soft credits and on occasion
even illegal gratuities. Many developing
countries have served as convenient battle­
grounds for the cold war rivalries between
the superpowers. To put this in perspective,
the military budget of just one superpower
currently exceeds the combined military
spending of the Third World by 50%.

The 1990s offer a unique opportunity
for a substantial reduction in military ex­
penditures in all nations. The question is
whether such a reduction will release sub­
stantial resources for the real peace effort­
the attack on human deprivation - a ques­
tion that must receive very serious consid­
eration in the coming decade.

External environment
for human development

billion in 1988. Primary commodity prices
have reached their lowest level since the
Great Depression of the 1930s. Foreign
debts of developing countries have crossed
$1.3 trillion and now require nearly $200
billion a year in debt servicing (box 4.9).
Never before have the developing countries
faced such difficult external circumstances
as those in the 1980s - and that has been
a major cause of the setbacks in human
development during this decade.

An urgent task for the international
community is to restore a favourable exter­
nal environment in the 1990s and to assist in
the implementationofessentialhumangoals.
The first priority must be a return to positive
net transfers of resources to the developing
countries, possible only if a satisfactory so­
lutionis found for the debt crisis. But so far
the debt problem of the highly indebted
nations has resisted solution - despite
suggestions for debt reschedulings, debt
swaps and debt reductions. The basic prob­
lem is that no solution is without costs. If
developing countries are to receive mean­
ingful debt relief, either the governments or
the commercial banks of the rich nations
must incur the cost.

The impasse persuades many analysts
that a new debt refinancing facility should
be created under the auspices of the IMP,
the World Bank or both. Such a facility
could be funded by a new creation ofspecial

TABLE 4.3
Soldiers or teachers

Although the battle for human develop­
ment must be fought in the developing
countries, a favourable external environ­
ment can help considerably. But that envi­
ronment has been far from favourable in the
1980s. The net transfer of resources to the
developing countries has turned negative
- from a positive flow of nearly $43 billion
in 1981 to a negative flow of nearly $33

Some of the worst examples
Ethiopia
Iraq
Oman
Chad
Yemen, PDR
Pakistan

Armed forces
as % of
teachers

494
428
275
233
200
154

TABLE 4.2
Military expenditure as a percentage of education and health
expenditure

All developing countries
Least developed countries
All industrial countries

Share of 1984 GNP
allocated to

Military Education and health

5.5 5.3
3.8 4.1
5.4 9.9

Military expenditure
as % of education

and health expenditure

104
92
55

Some of the best examples
Costa Rica
Mauritius
Cote d'ivoire
Ghana
Jamaica
Brazil

All developing countries
Least developed countries

o
10
13
14
20
24

68
121
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BOX 4.9

-32.5

The lingering debt crisis

FIGURE 4.7

Reversing resource flows
North to South net transfers (US$ billions)

417 42.6

Jamaica, Mexico, Morocco, Nigeria, Peru,
Philippines, Uruguay, Venezuela and
Yugoslavia.

In the highly indebted countries, per
capita GDP declined by 1% a year on
average during the 1980s, while coun­
tries that escaped the debt crisis bad
annualincreasesof4%. For the 17 highly
indebted countries (most ofthem inLatin
America), gross capital formation fell by
40% in real terms between 1982 and
1985. In Africa capital formation fell
from 21% of GDP at the start of the
decade to less than 16% in 1988. And as
mounting evidence from around the
world suggests, the debt crisis and its
consequences have also taken a heavy
toll on human development.

A UNICEF study concludes that in
the 37 poorest countries - many ofthem
also weighted down by debt - health
spending per head has fallen more than
50% during the last decade, spending on
education more than 25%. And in some
of the more indebted countries, infant
and childmortality rates have risen. There
is also accumulating evidence of falling
employment, substantialcuts in realwages
and deteriorating social indicators in the
indebted nations.
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Developing nations owed foreign credi­
tors $1.3 trillion at the start of 1989, just
over half their combined gross national
products and two-thirds more th.an their
annual export earnings. The annual in­
terest obligations on this debt are ap­
proaching about $100 billion and, with
amortisation, the annual total debt ser­
vice bill is now approaching $200 billion.

The debt servicing bill is so steep
that only four nations of 21 in Latin
America are up-to-date on payments to
private creditors. Despite their effort to
maintain their standing with multilateral
lenders, eight countries are in arrears to
the World Bank and 11 to the IMP.

The mounting debt burden of third
world countries has reversed the North­
South resource flows. According to a
United Nations study, a sample of 98
developing countries transferred a net
amount of $115 billion to developed
countries between 1983 and 1988.
Capital flight of billions of dollars, par­
ticularly from Latin America, made the
situation much worse.

The World Bank regards 17 coun­
tries as having a serious debt problem:
Argentina, Bolivia, Brazil, Chile, Colom­
bia, Costa Rica, Cote d'Ivoire, Ecuador,

drawing rights (SDRs) if the United States
reduces or eliminates its trade and budget
deficits (see box 4.10). The cost of refi­
nancing the developing countries' debt
would thus be transferred imperceptibly to
the entire international community.

Such a new international debt facility
would be a significant improvement over
today's disarray. The facility could allocate
limited financial resources with more focus
- to maximise the debt reduction. It could
help promote the establishment of a set of
commonly accepted international rules ­
to replace the sporadic, complicated and
often inequitable ad hoc process that now
prevails. Above all, a concerted interna­
tional approachwould help promote broader
understanding that the resolution of the
debt crisis is a shared responsibility, and
that it would, ifsuccessful, benefit the entire
world.

The world trading environment also
requires concerted international action.
Protectionist pressures have continued to
increase during the first three years of the
Uruguay Round of multilateral trade nego­
tiations. There has also been a move to­
wards regional trading blocs: the EC in
1992, the u.S.-Canada bilateral trade agree­
ment and the Pacific-rim tradingbloc around
Japan. Unless the trading interests of the
developing countries are protected through
careful negotiations, there is a real danger
that these countries, especially the least
developed countries, will be marginallsed.

Progress in the Uruguay Round has
already been considerable for services, tropi­
cal products and the functioning of the
GATT system. Among the issues still to be
resolved are agriculture, and whether the
EC will agree to a time-bound commitment
to at least partialliberalisation; textiles, and
whether developed market economies will
agree to a time-bound commitment to re­
turn to GATT rules of bound tariffs, the
elimination of nontariff restrictions, and
most-favoured nation treatment; safeguards,
and whether coverage is to be selective or
universal, and what the role of multilateral
surveillance is to be; and intellectual prop­
erty rights, and whether negotiations will be
broad or confined to trade.

It is vital that the parties to the Uruguay
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BOX 4.10
Proposal for an international debt refinancing facility

Round settle these remaining issues before
the stipulated time limit at the end of 1990
so that developing countries can benefit
from a liberal and expanding trade environ­
ment in encouraging economic growth and
human development. It is also essential that
developing countries prepare themselves
for the tracling challenges of the 1990s,
particularly in the newly emerging global
services economy (box 4.11).

The donor community should also con­
sider various ways ofassistinghuman devel­
opment strategies more directly during the
1990s.

First, there has been a steady decline in
the official development assistance (aDA)
allocated to education, health, nutrition and
family planning - from more than 17% of
total aDA in 1978-79 to less than 15% in
1988. This trend must be reversed. It is not
enough to suggest that resources are fun­
gible. External resources finance a major
part ofdevelopment expenclitures in many
countries, and it matters greatly how those

There are at least three essential ele­
ments for a satisfactory solution to the
debt crisis.

First, the commercial lenders should
nor be made to appear to be carrying the
risk of present illiquidity or potential in­
solvency. It is not important that they are
paid back immediately - but they must
have the assurance of getting back what
is due to them, or at least a mutually
agreed part of the debt.

Second, the developing country
debtors can pay only what their trade
surplusses allow them to pay. But large
trade surplusses are neither possible nor
desirable in the long run, as they will
require a massive transfer of resources
from poor to rich nations. There is no
real alternative to a substantial debt re­
duction, with governments and commer­
cial bankers in the developed countries
bearing the cost.

Third, to find a long-term institu­
tional solution, it is absolutely necessary
to set up an international intermediary
that can reach country-specific settle­
ments within the framework of an inter­
national consensus on the debt crisis.

80

The basic task of an international
debt refinancing facility will be to:

Stretch out maturities.
Reduce interest costs to a defined

ceiling of export earnings.
Arrange substantial debt reduction.
Apportion adjustmentcosts between

the indebted nation and its external credi­
tors.

Protect new lending levels.
Ensure expanding export markets.
Reverse declining resource transfers.
Reach a new equilibrium in the bal-

ance of payments at a higher, not a lower,
level of production and employment.

Ensure improved policies ofdomes­
tic economic management in the indebted
nations.

The logical umbrella for such a facil­
ity is jointIMF-World Bank sponsorship.
The facility will have to operate on two
fronts - improving both the internal
policies and the external environment of
indebted nations. It may need to reacti­
vate the dormant mechanism of SDR
allocations to provide the necessary re­
source backing for its debt reorganisa­
tion efforts.

resources are earmarked. Donor signals are
also important in persuading reluctant fi­
nance ministers to devote a larger share of
domestic resources to social spending, which
entails large recurring expencliture.

Second, donors can help in the formula­
tion and implementation of human devel­
opment strategies in the 1990s by offering
new conditions for cooperation. Theycould
give explicit support to human develop­
ment - for example, by specifying that
human development programmes should
be the last (not the first) to be reduced in an
adjustment period or by making clear that
external assistance would be reduced if a
country's military expenditure exceeds its
social expenditure.

Third, technical assistance should be
carefully scrutinised to ensure that it builds
human capabilities and institutions in the
developing countries. The record is not
reassuring. Africa now gets $4 billion a year
in technical assistance - about $7 per per­
son. Yet, human development and national
capacity-building in this region have pro­
gressed only reluctantly. For example,
Tanzania currently receives an annual
amount of some $300 million in technical
assistance. Much of that goes into the
salaries and travel of foreign experts (while
the country's total civil service budget is
$100 million). Could not some ofthis $300
million be spent more profitablyon building
institutions and human capabilities in Tan­
zania? The ever-increasing technical assis­
tance belies the claim that its purpose is to
build national capacities and phase itself
out, at least in its present form.

A sobering thought in concluding this
discussion concerns the shifting demo­
graphic balance of the world. As chapter 2
showed, the population of the developing
countries, 69% of the world total in 1960, is
expected to increase to 84% by 2025 while
the share of industrial nations will decline
correspondingly from 31% to 16%. If the
future generations in the developing world
cannot improve their conditions through
liberal access to international assistance and
trade, will there not be an even greater
compulsion to migrate in search of eco­
nomic opportunities? When human beings
are educated, means ofcommunication are
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easily accessible, and the wave of human
freedom is bringing down international
barriers, what will hold back another tidal
wave of international migration? The an­
swer lies in enabling the developing coun­
tries to improve human choices so that their
people do not have to seek an option abroad
because ofsheer despair and deprivation.

Implementing human development
strategies

social trends can have on economic vari­
ables. As chapter 2 concluded, poverty has
a high price, especially in terms of wasted
human potential and lost productivity.
Discrimination against females also has a
high price, as does environmental degrada­
tion. Making these high costs explicit can
help muster the political will needed to
overcome today's rather narrow focus on
income expansion and the preoccupation
with shorter-term concerns.

BOX4.11
The new global services economy

Targettingpolicy measuresandsocial
programmes

Countries can economise on scarce budget­
ary resources and enhance the effectiveness
of human development programmes by
tailoring them to the specific needs and
interests of the intended beneficiaries. As
the discussion in chapter 3 demonstrated,
the need for targetting is great if a country
has low income and a fairly inequitable
income distribution. Targetted interven­
tions usually adopt one of two approaches
or a combination of both. Some interven­
tions aim at being inclusive - ensuring the
widest possible coverage of the identified
beneficiaries within a given budget. Other
interventions aim at beingexclusive -lim­
iting the access to the benefits to a well-

Most developing countries are still
net importers of services. Their net defi­
cit in services increased from $4 billion in
1970 to $58 billion in 1980. The rapid ex­
pansion of trade in skill-intensive ser­
vices offers a tremendous opportunity to
developing countries - if only they can
impart new knowledge and skills to their
people.

The emergence of a new global ser­
vices economy shifts comparative advan­
tage more in favour of people than natu­
ral resources. Developing countries have
a majority of the world's people but still
only a small share in global trade in ser­
vices. The opportunities are there, how­
ever, for developing countries willing to
organise themselves for the modern ser­
vice sector of the 1990s.

The technological breakthroughs of the
past two decades - particularly in infor­
matics - have transformed traditional
services. Human skills are now the most
important input into modern banking,
finance, advertising, communications,
business management and public admin­
istration.

Services today are the dominant part
of the world economy. They generate
nearly 70% of the GNP and employment
opportunities in the industrial nations.
But they still lag behind in the developing
countries, contributing 48% to GNP and
18% to employment.

Between 1970 and 1980 the trade in
services increased by an average of 19%
annually, reaching $435 billion in 1980.
It is estimated that trade in services may
reach nearly $1 trillion by 2000.

Informed choices about development - by
policymakers and people generally - are
critical to human development. Those
choices depend on expanded and improved
data gathering and policy analysis.

Today's systems ofsocial statistics need
considerable strengthening in all develop­
ing countries to improve the coverage, relia­
bility and disaggregation ofdata, especially
by gender, income group and geographical
area. Such strengthening is also needed to
enhance the speed, regularity and timeli­
ness ofgathering, analysing and disseminat­
ing information to interested users.

Many countries need to organise de­
tailed and nationally representative house­
hold surveys. The strengtheningofnational
capacity in this area has been the main
concern of the UN National Household
Survey Capability Programme, launched in
1980. Such surveys are also being sup­
ported within the context of the Social
Dimensions ofAdjustment Project, spon­
sored by the UNDP, the World Bank, the
Mrican DevelopmentBank and other agen­
cies and bilateral donors. Given the need
for low-cost data collection, the rapid rural
assessment method is being used increas­
ingly as a shortcut in studies interested in
the living conditions of particular popula­
tion groups or in particular local problems.
The method is also being used in urban
studies.

Data and information about micro-level
behaviour have to be complemented by
information on how macroeconomic policy
measures affect people's lives. Conversely,
modelling exercises should also look at the
consequences that positive and negative

Making informedpolicy choices
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Targetting of social
policies and
programmes must
match the
management
capacity in a
country

defined segment of the population.
Targetting has generally been applied to

food subsidies and nutrition programmes
- with considerable success. In Tamil
N adu, India, a feeding programme covers
more than 17 million people. All children
aged six months to three years are weighed
either at a community health centre or at
their parents' home. Those found to be
underweight receive supplementary feed­
ing for 90 days. If their condition does not
improve during that time, they are referred
to a health programme. The Tamil Nadu
programme is thus open to all children. But
through weight-monitoring, itis focused on
the neediest. The rather labour-intensive
screening of all children of the defined age
group has contributed much to the
programme's success. Botswana's experi­
ence has been the opposite. Lack oftechni­
cally qualified staff, and therefore ineffec­
tive screening, allowed many healthy chil­
dren also to benefit from the government's
feeding programme.

The lesson from these and similar expe­
riences is thattight targetting canwork ifthe
technical and administrative capacity is in
place. Otherwise, looser targetting is pref­
erable. For example, schoollunch program­
mes in Brazil and Jamaica are targetted to
school children, but they allow access to all
qualifying children irrespective of their
economic status.

For food subsidies, targetting has some­
times restricted the beneficiaries to certain
income groups (through ration cards or
food stamps) and sometimes subsidised
commodities consumed more by the poorer
people in society (cassava, sorghum and
pulses). Faced with a tightening budget, Sri
Lanka tried the first route, Morocco the
second. Often the transition from across­
the-board to targetted subsidies proved
politically difficult (because previous bene­
ficiaries were reluctant to forgo their entitle­
ments) and administratively unmanageable.

Targetted programmes have normally
absorbed between 1% and 10% of total
government expenditure, or between 0.2%
and 2% ofG NP. Acareful studyoftargetted
schemes and different country experiences
leads to six broad guidelines:
• The targetting ofgovernment interven-

tions, particularly food subsidies, must care­
fully balance the economic and political
feasibility of the scheme.
• Given the powerlessness and vulnera­
bility of the poor, meeting their interests
might require allowing the participation of
some not-so-poor groups who are more
capable ofasserting themselves politically.
• The approaches selected for targetting
must match the management capability in
the country. Tightly targetted programmes,
typically more difficult to manage, may ulti­
rnately become more expensive than loosely
targetted programmes.
• A geographical approach to targettingis
sometimes feasible if the poor are concen­
trated in a particular area.
• A combined approach to targetting­
geographical targetting combined with
targetting by commodity for food subsidies
orwith weight monitoring fornutrition inter­
ventions - has proven highly effective in
many instances.
• Targetting must be used to move bene­
ficiaries out of target groups to avoid de­
pendence on government interventions.
Nutrition interventions and food subsidies
should be linked to income-generating
programmes and to incentive schemes for
relinquishing entitlements, particularly for
beneficiaries who are not in need but have
political clout.

Selecting cost-effective technology

Since financial resources are often very
limited, planners must focus on priority
tasks and find the most cost-effective meth­
ods to achieve their social objectives. The
greater the cost-effectiveness of human
development programmes, the higher will
be the pressure on political leaders and
finance ministries to provide the needed
resources - and the greater will be the
mileage from each resource unit.

The recent rekindling ofinterest in cost­
effective technology has been triggered not
only by the financial crisis of the 1980s but
also by the finding that low-cost technology
in many instances is not only cheaper but
better. There are examples of such tech­
nologies in all sectors: oral rehydration
technology and breast-feeding in health,
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BOX4.12
A cost-effective strategy for essential drugs

Third, human potential will be wasted
unless it is developed - and used. Eco­
nomic development should create a suit­
able environment for the use of human
talents. It should match the human dexter­
ity the society needs with the human skills
that are cultivated. But national production
must also expand to make good use of
human potential. One lesson of develop­
ment is that judicious use of markets ­
without a plethora ofinefficient controls­
often creates an enabling environment for
good use ofindividual talent and potential.
But even with efficient incentives and fast
general expansion, there will be those who,
for one reason or another, may not be able
to earn even a minimum of satisfactory
income, have even a minimum of adequate
nutrition or acquire even a minimum of
relevant education. Guarantees of public
support and suitable social safety nets are
then needed. Further, the chronically de­
prived and dispossessed must be brought
up to a threshold ofhuman development to
enter the mainstream ofeconomic growth.
But then it is time for governments to step
aside - because freedom to participate in
the market according to one's talents and
preferences is the best vehicle for produc-

improved wood-saving stoves in energy, or
rain-harvesting techniques in agriculture.

Linked to the issue ofappropriate tech­
nology is the growing concern of govern­
ments about the use of local development
inputs - equipment, supplies and exper­
tise. Several countries have made progress
in developing their domestic capacity in
pharmaceuticals, such asArgentina, Brazil,
Mexico, the Republic of Korea, India and
Egypt (box 4.12). Other countries produce
weaning foods and other basic consumer
goods locally.

Conclusions

The analysis here of some of the key issues
in planning, financing and implementing
human development strategies in the 1990s
points to four main conclusions.

First, given the derivative but abiding
significance of goods and services in ex­
panding human options, countries must
broaden the commodity base for national
prosperity. But how can economic growth
promote human development? The link is
not automatic. It results from deliberate
and effective public action that enables
people to participate in, and benefit from,
the process of development - to develop
their individual capabilities and put them to
the most creative and productive use.

Second, public action is often necessary
to supply social services and make them
available to the entire population. This
applies particularly to education and health
services, including water supply and sanita­
tion. Better distribution offood and shelter
may also require public intervention if the
income distribution is skewed towards a few
and if the vast majority are denied their
essential needs. A major task of govern­
ment is to correct the distribution of in­
comes and assets through income transfers
and the widespread distribution of public
goods for human development. To be
avoided, however, are situations where the
more powerful capture a disproportionate
share of the public social services. The
distribution ofsocial services is not neutral
with respect to income groups. Targetted
income transfers can help in reaching the
poorer beneficiaries.

Most developingcountries nowhave drug
legislation and essential drug lists. But
many do not appear to have the capacity
to enforce either one of them.

Only a quarter of 104 countries sur­
veyed had a well-defined drug policy,
and only a fifth had a proper system in
place for the procurement and distribu­
tion of drugs. The result was wasteful,
inflated expenditure on drugs in many
countries.

The WHO List of Essential Drugs
mentions 250 items, but many more than
that are usually on the market. In India,
for example, around 25,000 drugs are
available. But expert opinion says that
most common diseases could be treated
with few basic drugs: chloroquine, ace­
tylsalysilic acid (aspirin), paracetamol,
ferrous salt and penicillin.

These drugs could be procured for
all the population in the developingworld
at 2% of the current spending. If the

basic drugs list had 30 items, the cost
would be equivalent to 7% of the current
spending.

Amore rational drug policy, coupled
with improved procurement and distri­
bution systems, could thus save much in
public sectorbudgets and trade balances.

Greater local production can often
bring further economies in drug spend­
ing. Developing countries were import­
ing 41% of their requirements in 1984.
Local drug production could bring down
their costs in many cases.

China produces 90% of its needs.
And advanced drug manufacturing ca­
pacities exist in Argentina, Brazil, Mex­
ico, the Republic of Korea and Egypt.
But in most of these countries, multina­
tional corporations have an overwhelm­
ing share of the market: 30% in Egypt,
50% in Argentina, 78% in Brazil and
nearly 100% in some African countries.
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tive use ofhuman capabilities.
Freedom, therefore, is the most vital

component ofhuman development strate­
gies. People must be free to actively partici­
pate in economic and political life - setting
developmental priorities, formulating poli­
cies' implementing projects and choosing

the form of government to influence their
cultural environment. Such freedom en­
sures that social goals do not become me­
chanical devices in the hands ofpaternalis­
tic governments. If human development is
the outer shell, freedom is its priceless pearl.
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CHAPTER 5: A SPECIAL FOCUS

Urbanisation and human development

BOX 5.1
The urban explosion

According to recent UN projections,
the developingworld,s rural populationwill
reach an upper limit by 2015 and beyond
this point all future population growth will
be concentrated in urban areas. By 2015
half the developing world's people will live
in urban areas.

Growth rates are expected to be fastest
in Mrica, where the urban population may
double between 1985 and 2000. Absolute
growth will be greatest inAsia, where cities
will gain another 500 million inhabitants
during the same period.

Most of this growth- two-thirds ofit in
many Asian and LatinAmerican cities, but
less than one-half in manyMrican cities­
will be the natural increase of populations
already in the cities. The remainder will
come from rural-urban migration, the in­
corporation of villages into expanding ur-

Cities in the developing countries today
present many contrasts. Theycontribute to
human development - as well as constrain
it. They are centres of affluence - as well
as concentrations of poverty. They bring
out the best in human enterprise - as well
as the worst in human greed. They contain
some of the best social services available in
the country. But they are also host to many
social ills - overcrowding, unsanitary living
conditions, drug addiction, alienation, so­
cial unrest and environmental pollution.

What should be the perspective on
urbanisation? For human development
strategies, what makes sense is to reinforce
the creative and productive capabilities of
the cities and to overcome their many social
ills. That is the urban challenge in the
developing world.

To meet this challenge, there are four
main items on the agenda for managing
cities in the 1990s. The first is to decentral­
ise power and resources from central gov­
ernment to municipalities. The second is to
generate municipal revenues so that cities
can pay their own way. The third is to
develop strategies to meet the needs for
housing and for urban infrastructure ­
and to target special assistance to poor
communities and weaker groups. The
fourth is to improve the quality of the
urban environment.

Urbanisation in the developing
countries

The growing concentration of people in
cities is by now almost exclusively a develop­
ing country phenomenon (box 5.1). The
urban population of the developing coun­
tries, now 1.3 billion, is expected to grow by
nearly another billion in the next 15 years.

URBANISATION AND HUMAN DEVELOPME T

This is the century of the great urban
explosion. In the 35 years after 1950, the
number of people living in cities almost
tripled, increasing by 1.25 billion. In the
developed regions, it nearlydoubled, from
450 million to 840 million, and in the
developing world, it quadrupled, from
285 million to 1.15 billion.

. In the past 60 years the developing
world's urban population increased 10­
fold, from around 100 million in 1920 to
close to 1 billion in 1980. Meanwhile,its
rural population more than doubled.

In 1940 only one person in eight
lived in an urban centre, and about one in
100 lived in a city with a million or more
inhabitants.

In 1960 more than one person in five
lived in an urban centre, and one in 16 in
a city with a million or more.

In 1980 nearly one person in three
was an urban dweller, and one in 10 lived
in a city with a million or more.

The population of many of Sub­
Saharan Africa's larger cities increased
more than sevenfold between 1950 and
1980-Nairobi,DaresSalaam, Nouak­
chott, Lusaka, Lagos and Kinshasa among
them. During these same 30 years, popu­
lations in several other third world cities
- Seoul, Baghdad, Dhaka, Amman,
Bombay, Jakarta, Mexico City, Manila,
Sao Paulo, Bogota and Managua ­
tripled or quadrupled. In-migration has
usually contributed more than natural
increase to their growth.

This growth has been far beyond
anything imagined only a few decades
ago - and at a pace that is without
historic precedent.
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The ten largest cities, 2000

FIGURE 5.1

The ten largest cities, 1960

D in a developing country

D in an industrial country

Malnutrition appears to be spreading in
third world cities. In Colombia, Costa Rica,
Guatemala, El Salvador, Tunisia and Mo­
rocco, rural diets are superior to those of the
urban poor, particularly in calorie intake.
And in several countries there are more
severely malnourished children in low-in­
come urban areas than in rural areas.

Darkening this grim picture, urban
health statistics often underestimate the
seriousness of disease and malnutrition in
poor neighbourhoods.
• In Manila the infant mortality rates are
three times higher in the slums than in the
rest of the city, rates of tuberculosis are nine
times higher, diarrhoea and anaemia are

Malnutrition and disease in the cities

urban households living in poverty in 1980,
compared with 80 million rural households.
By 2000 the number of poor urban house­
holds living in absolute poverty is projected
to increase by 76% to 72 million, and that of
poor rural households to fall by 29% to 56
million.

The poverty of urban dwellers is appar­
ent in recent studies by the Economic
Commission for Latin America and the
Caribbean: 22% of the people in Panama
City were poor in 1983, 25% of urban Costa
Ricans in 1982, 64% of the people in Gua­
temala City in 1983 and 45% of the people
of Santiago, Chile, in 1985.

Urban economies cannot absorb all the
rural poor. The persistent problem is that
attempts to tackle urban poverty directly­
by creating jobs and providing public serv­
ices unavailable in rural areas - simply
attracts more of the rural poor, and their
migration wipes out any gains.

Urban poverty was once thought to be
the product of underemployment, not un­
employment, but evidence from Sri Lanka,
Malaysia, Colombia, Cote d'Ivoire and
Tunisia shows that open urban unemploy­
ment has grown since the mid-1970s and is
highest among the poor. Urban poverty is
also linked to economic fluctuations: the
conditions for the urban poor worsened
during the economic crisis of the 1980s after
improving or at least stabilising during the
1970s.

Major population movements to cities are
also shifting the main burden of poverty to
urban areas. There were around 40 million

The urbanisation ofpoverty

ban municipalities and the changing defini­
tion of settlements from rural to urban as
they reach a given size.

In 1960 just three of the world's 10
largest urban agglomerations were in the
developing world, and only one, Shanghai,
had more than 10 million people. By 2000
there will be 18 cities with more than 10
million people in the developing world, and
eight of them will be among the 10 largest
cities in the world.

Most spectacular is the expected growth
of cities with more than 4 million inhabi­
tants. In the 1960s there were 19 such cities,
nine in the developing world. In 1980 there
were 22 in developing countries. By 2000
there will be 50 - and by 2025, 114 of a
total of 135 in that year.

Modern transport and communication link
the world's major cities closer in a global
network for the exchange of goods, ser­
vices, knowledge and expertise. Leading
national development efforts, the big cities
generate a signilicant share of their coun­
tries' GDP.
• Lima, with 27% of Peru's population in
1981, accounted for 43% of the GDP.
• Manila, with 13% of the Philippines'
population the same year, produced 33% of
the GDP.
• Lagos, with 5% of Nigeria's population
in 1978, accounted for 57% of total value
added in manufacturing.
• Greater Sao Paulo, with 10% of Brazil's
population in 1980, contributed 25% of the
net national product in that year and more
than 40% of the total value added in manu­
facturing.
• Port-au-Prince, with 14% of Haiti's
population, generates 40% of the national
income.

The metropolises of the Third World
clearly generate the resources needed for
their proper management.

Cities and human development

Population

24.4 million
23.6
21.3
16.1
15.9
15.4
14.7
13.7
13.2
13.1

Population

14.2 million
10.7
10.7
10.7
8.7
7.3
7.2
6.9
6.6
6.3

Rank

1 New York
2 London
3 Tokyo
4 Shanghai
5 Rhein-Rhur
6 Beijing
7 Paris
8 Buenos Aires
9 Los Angeles

10 Moscow

Rank

1 Mexico City
2 Sao Paolo
3 Tokyo
4 New York
5 Calcutta
6 Bombay
7 Shanghai
8 Tehran
9 Jakarta

10 Buenos Aires
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BOX 5.2
Poor water supply and sanitation in larger cities

Absolute
increase Percentage
(millions) increase

187 108
487 70
138 49

1 77

813 70
106 13
919 46

tenance of drains allows periodic clog­
ging and accentuates flooding.

Karachi, Pakistan. Potable water is
piped ortransported from the IndusRiver,
some 160 kilometres away, and is avail­
able for only a few hours a day in most
areas. A third of the households have a
piped water connection, and most of the
more than 2 million people in squarter
settlements must either use public stand­
pipes or buy water from vendors at in­
flated prices.

Bangkok, Thailand. A third of the
people lack access to piped water and
rely on water bought from vendors or
neighbours. Piped water in housing,
commercial and industrial developments
comes mainly from deep wells, which
when polluted must be dug deeper.
Pumping from the water table is causing
the land to subside, makingflooding more
severe. There is no piped sewerage sys­
tem (the cost of installing one is more
than $1 billion), and human wastes are
generally disposed of through ill-main­
tained septic tanks and cesspools.

Four large cities highlight the obstacles
to providing water and sanitation ser­
vices in today's economic and social cli­
mate:

Dakar, Senegal. In the early 1980s
only one small inner-city area had facili­
ties for the removal of household and
public sewerage. Only 28% of urban
households had pipedwaterconnections,
while 68% relied on public standpipes
and 4% bought water from vendors. In
Pikine, on the outskirts of Dakar, an
average of 700 persons relied on each
standpipe, and in one neighbourhood,
there was only one standpipe for every
1,500 persons.

Calcutta, India. Some 3 million
people live in shanty towns and refugee
settlements without potable water. They
endure serious annual flooding and have
no way to dispose of refuse or human
wastes. Another2.5 million live in under­
serviced older areas. Pipedwater is avail­
able only in the central city and in parts of
adjoining municipalities. Sewerage con­
nections are limited to a third of the
former colonial core, and the poor main-

Region 1985 2000

Africa 174 361
Asia 700 1,187
Latin America 279 417
Oceania 1.3 2.3

Developing countries 1.154 1,967
Industrial countries 844 950
World 1.998 2.917

Structural adjustment policies squeezed
budgetary allocations for social sectors and
impeded the ability ofcities to service basic
needs. In Dar es Salaam the per capita
spending on urban services fell 11% a year
between 1978 and 1987. In Nairobi the
capital spending onwater and sewerage fell
from $28 per capita in 1981 to $2.50 in
1987, and maintenance spendingfrom $7.30
to $2.30 - for an average annual decline of
28% for capital and maintenance spending
combined.

TABLE 5.1
Projected increases in urban population
in major world regions, 1985-2000

Urban population
(millions)

None of the cities in the developing world
can afford the infrastructure ofdeveloped
mega-cities. They contend with poor drain­
age systems and the risk of flooding. Very
few have complete water or sewerage sys­
tems, and the lack ofwater and sewerage is
particularly severe in slums and squatter
settlements (box 5.2). Most of the develop­
ingworld's cities have unreliable electricity
or telephone connections, congested and
badly maintained roads and grossly inade­
quate public transportation.

The economic downturn of the 1980s
made the difficulties in supplying and main­
taining urban infrastructure even worse.

The quality ofthe urban environment

twice as common, and three times as many
suffer from malnutrition.
• InBombay the prevalence ofleprosy in
one slum was 22 per 1,000, compared with
7 per 1,000 for the city as a whole.
• In Singapore the incidence of hook­
worm, ascaris and trichuris among squatters
was more than twice the incidence among
flat dwellers.
• InAbidjan tuberculosis was six times as
prevalent in the more deprived areas of
Abidjan as in rural Cote d'Ivoire.
• InDakar a third ofthe peri-urban popu­
lation sampled had ascaris, compared with
only three cases in 400 in rural Senegal.
• In the large slums of Haiti's Port-au­
Prince, more than 20% of new-borns die
before their first birthday, and another 10%
before their second, rates almost three times
those for rural areas.

The urban poor may have higher norni­
nal incomes than the rural poor, but their
real incomes are seldom better. The reason
is that the social services of government,
while generally favouring urban areas, sel­
dom reach the urban poor. Housing for the
poor is considerably worse in the urban
areas, as are environmental conditions, water
supply and sanitation. Few governments
have effective programmes to reduce urban
poverty, leaving the urban poor to fend for
themselves - to provide their own shelter,
to find their ownwork in the informal sector
and even to grow their own subsistence and
market foodcrops.
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The housing problem

Large disinvestments in urban services
foreshadow grave consequences for urban
environments and the productivity ofcities.
In Tanzania, for example, many working
days are lost each year to the intermittence
of water and electricity supplies, reducing
business tax revenues and increasing con­
sumer prices. Similar productivity losses
over the past two decades in Tanzania are
the result of underinvestments in public
transport.

The formal housing sector rarely produces
more than 20% of the new housing stock in
third world cities. The rest is produced
informally, with various degrees ofillegality,
ranging from the unlawful occupation of
land to the pervasive neglect of building
codes, infrastructure standards, zoning re­
strictions and regulations for land use and
subdivision. During the early 1980s, just
one formal housing unit was added to the
total urban housing stock for every nine new
households in the low-income developing
countries. The great bulk of the growing
urban population is thus being housed in
unauthorised informal settlements.

Overcrowding is serious in inner-city

Governments in most developing countries
recognise the difficulty (or impossibility) of
reversing urbanisation, or even slowing
urban growth appreciably.

Given the inevitability of urbanisation,
planners now are trying to develop rural
areas and market towns and to manage
cities more effectively to facilitate economic
growth.

Since the 1950s several policies and
programmes have tried to influence where
people live and discourage their migration
to cities. These programmes have failed
because the pull from the urban areas and
the push from the rural areas have acceler­
ated urbanisation. In addition, govern­
ments implicidy favoured urban develop­
ment through their preferential treatment
of cities for industrial development, for
pricing policies, for infrastructure invest­
ments, for social services and for food and
other subsidies.
• Integrated rural development was in­
tended to raise agricultural productivity and
persuade people to remain on the farm. But
such projects were overly complex and

slums, where the supply of unauthorised
housing has been severely curtailed, and
where rent control legislation discourages
new rental units. In Kumasi, Ghana, three
of every four households have only one
room to live in. Restricted supply has led to
similar overcrowding in many other third
world cities as well. Half the population of
Calcutta, a third of the urban population of
Mexico City and most people in urbanMrica
live in such conditions. Families alternate
with other families in their use of the same
dwelling unit at different hours of the day.

Controlling the invasions and encroach­
ments by squatters has meant that many
urban poor must rent accommodation or
take the more expensive, and often less
accessible, option of buying land in illegal
subdivisions. Renters usually are poorer
than owner-occupiers in the informal setde­
ments, and many of them would rather live
in cheap accommodation (and invest back
in their villages) than invest in a house in the
city.

Failed attempts to turn the tide
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lacked the necessary manpower for effec­
tive implementation, especially in Africa.
The main deficiency of these projects was
that they did not reach enough rural poor to
stop their migration.
• Colonisation projects, opening new
lands for settlement, usually in lieu oEland
reform, have benefitted only asmall propor­
tion of the rural poor, and have not re­
strained rural-urban migration.
• Another measure to restrict urban
growth has been the setting of minimum
rural wages to reduce rural-urbanwage dif­
ferences, a major incentive to migration.
But where this measure has been imple­
mented, it supplanted permanent labourers
with seasonal workers and accelerated farm
mechanisation. The minimum rural wage
thus led to rural unemployment and declin­
ing income, probably stimulating rural-ur­
ban migration.
• Urban policies to discourage migration
have usually focussed on the destruction of
new squatter settlements, while tolerating
older squatter settlements, legalising them
and sometimes providing them with ser­
vices. Avariation on this approach inAfrica
has been the periodic expulsion of unem­
ployed migrants, as in Congo, Niger, Tanza­
nia and Zaire. These and similar attempts to
expel pavement dwellers and street vendors
are usually directed at recent arrivals. Highly
unpopular, the attempts have had little
permanent effect. Indonesian officials tried
in the early 1970s to regulate migration to
Jakarta by issuing temporary permits re­
quiring new migrants to find housing and
employment in six months or face deporta­
tion. Largely ineffective, the controls were
soon discontinued.
• Governments in developing countries
also tried in the 1960s and 1970s to create
growth poles and to stimulate development
along major highways connecting the poles.
Intended to slow the growth of the largest
metropolitan areas and balance the distri­
bution of the urban population, the policies
for growth poles sought to stimulate the
development by investing in heavy manu­
facturing or industrial activities. Often,
however, the industrial growth poles did not
have enough physical infrastructure, ser­
vices or utilities to support industry. The
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transport costs to major metropolitan areas
and ports were high, and industries were not
linked effectively to localmarkets for labour
and raw materials. The industrial growth
poles became small economic enclaves that
stimulated little regional growth or actually
drained resources from the regional econo­
mies. Moreover, much ofthe development
along the corridors to the growth poles was
close to large metropolitan areas, expand­
ing these areas further and increasing their
congestion.
• There have also been some attempts to
depopulate urban areas, all coercive and all
abandoned. China's rusticationprogramme
sent many millions of people from cities to
rural areas between 1961 and 1976. The
programme demanded strong administra­
tive control and was resented both by the
rusticated and by those who had to receive
them. Once the controls were removed or
weakened, the process reversed itselfnatu­
rally. The most drastic rustication effortwas
made by the Khmer Rouge armies upon
their entry to Phnom Penh in April 1975.
Perhaps as many as three out offour million
people were forcibly sent to the country­
side, but most eventually returned.

Thus it is that migration continues re­
gardless of official attitudes, for the mi­
grants see benefits in moving, both for them­
selves and for the rural households they
leave behind. As long as differences exist
between rural and urban areas, people will
move to try to take advantage of better
schools and social services, higher income
opportunities, culturalamenities, newmodes
ofliving, technological innovations and links
to the world.

In many cases urbanisation contributes
to rural development. Among the leading
benefits is the increased economic security
of households and extended families that
draw on rural as well as urban incomes.
Many cities, particularly smaller ones, pro­
vide casual or temporary employment for
rural labour when it is not required on the
farm, and many migrants send back a con­
siderable share of their incomes as remit­
tances to support their families in the vil­
lage. In Kenya urban wage employment is
the main source of nonagricultural cash
income to smallholder households, a direct

Governments are
discovering the
impossibility of
reversIng
urbanisation, or
even of slowing it
down
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Rapid urbanisation
is neither a crisis
nor a tragedy. It is
a challenge for the
future
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response to cash and credit constraints on
smallholder agriculture. Income from regu­
lar wage employment (predominantly ur­
ban) and remittances from relatives (almost
entirely urban) make up more than three­
quarters of Kenya's nonagricultural cash
income.

Urban areas also absorb the excess rural
labour from natural population growth and
mechanised agriculture. The stronger,
healthier and better educated villagers tend
to migrate, and the village often provides
initial support while they find employment.
This cushion against failure imposes many
of the costs of urbanisation on migrants'
families, but the migrants repay them by
sending back cash, new skills and innova­
tions.

Managing the cities - four issues
for the 1990s

Rapid urbanisation is neither a crisis nor a
tragedy. It is a challenge for the future. The
process ofurbanisation has created ahost of
new opportunities intermeshed with new
and ill-understood problems. Too often,
conventional approaches to these problems
have foundered on the failure ofbureaucra­
cies to understand the needs, motives and
perseverance of urban immigrants. De­
crees to restrict land use, enforce building
codes, demolish slums and implement public
housing schemes have often proved costly
and irrelevant.

Cities are the prime place for creating
wealth. They provide the basic infrastruc­
ture for economic growth and social trans­
formation, and they continue to attract
people precisely because they offer oppor­
tunities to share in that wealth and growth.
The focus on today's cities must move deci­
sively towards better urban management,
with past failures giving way to more appro­
priate policies and practices. Urban man­
agement must do more to mobilise urban
wealth for the benefit of the urban commu­
nity as a whole, to maintain and develop the
infrastructure and service networks neces­
sary for urban activities and to care for the
growing numbers of urban poor. The chal­
lenge for urban planners and policymakers
in developing countries during the 1990s is

to identify and implement innovative pro­
grammes that deal with four critical issues:
• Decentralising power and resources
from central government to municipalities.
• Mobilising municipal revenue through
local sources with the active participation of
private sector and communityorganisations.
• Emphasising "enabling" strategies for
shelter and infrastructure, with special as­
sistance targetted to weaker groups.
• Improving the quality of the urban
environment, especially for the vast major­
ity of the urban poor in slums and squatter
settlements.

Decentralisation

City management is low on the list ofpriori­
ties for most governments in developing
countries. Only a few cities can elect their
own administrations and have reliable ac­
cess to resources beyond the control of
central government. There is no inherent
reason, however, for central authorities to
transfer powers unless they are under pres­
sure to provide services and cannot deliver.
There is also a risk that they will transfer
powers only to pass the blame - or that
they will transfer responsibility without the
funds to enable municipalities to follow
through.

Cities cannot hope to manage them­
selves properly until they have enough
manpower in place. The shortages oftrained
professionals to plan, build, manage and
maintain complex service systems point to
the need for greater administrative and
revenue-raising freedom. The growth ofthe
modern civil service is generally supported
by a growing, better organised, and more
powerful urban citizenry that has developed
its own civic value systems - emphasising
clean government, planning, adherence to
laws and regulations, promotion based on
performance, public order, welfare, prop­
erty taxation and public accountability.
Urban dwellers in Africa, for example, are
demanding better management of their
cities, and some governments have begun to
respond.

In most developing countries, however,
political power is still highly centralised.
Few cities can govern themselves by elect-
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ing mayors and city councils. A tradition of
responsible localgovernment and a cadre of
competent local officials have been slow to
develop, and even where they exist they
tend to function as extensions ofthe central
government.

Realistic policies towards urban growth
try to redirect it from primary cities to smaller
cities that are more accessible to the rural
areas, directing investments in public infra­
structure and services away from the capital
to support markets and small industries
with strong rural links. An important ele­
ment in this is financial decentralisation,
which allows the smaller cities to control
their development budgets and raise local
taxes. Colombia's decentralisation law of
1986 is typical of the efforts in many devel­
oping countries.

Several countries have national plans
and policies for strengthening small and
intermediate cities. Ecuador's newnational
development plan focusses on 16 interme­
diate cities as centres for agricultural proc­
essingindustries. Thailand has five regional
cities for development and has decentral­
ised its university system, increased invest­
ments in infrastructure and slum upgrading
and strengthened local planning and taxa­
tion capacities. Kenya is also planning to
invest in the infrastructure ofits provincial
cities. Justhow effective intermediate cities
will be in absorbing migrants - or in simply
being a stopping point - remains to be
seen.

Small and intermediate cities, with for­
ward and backward linkages to the rural
countryside, clearly promote both rural and
urban development, particularlywhen they
are in enterprising and economically active
rural regions. The Upper Valley of Rio
Negro and Neuquen in Argentina shows
how relationships can develop between town
and countryside, providing nonfarm em­
ployment to surplus rural populations and
shortening the distance ofmigration.

Generating municipalrevenues

If cities are to manage themselves, solve
their own problems, and pay their own way,
where is the money going to come from?

Municipal finance systems in six major
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Asian cities-Bangkok, Calcutta,Jakarta,
Karachi, Osaka and Seoul-exhibit a high
degree of fiscal self-sufficiency, with be­
tween 70% and 100% oflocal government
budgets funded from local revenues. But all
six cities had serious service deficiencies or
deteriorating physical environments, and all
six needed additional resources.

A simple increase in revenue transfers
from the central government was not the
answer, however. Each of the city govern­
ments could have generated the needed
funds ifallowed to exploit the local revenue
bases more effectively - either by relaxing
restrictions on tax rates, surcharges and
assessment criteria or by gaining control
over levies and collections from other levels
of government that had less incentive to
perform those functions effectively. The
seeming fiscal independence in each of the
six cities is thus illusory.

The fundamental principle for improv­
ingmunicipal finance systems is for cities to
pay their own way. This must be accom­
plished gradually by removing central gov­
ernment contributions and grants to cities
and replacing themwith revenues from local
sources.

Urban residents are usually willing to
pay for services, if they can see a direct
benefit. The benefits are most obvious for
water and electricity, but they are also clear
for roads, drains, sewers and police and fire
protection - ifthe services are close enough
to raise propertyvalues.

Many countries use property taxes as a
revenue base for municipal infrastructure
and operations. Property owners gain from
the increased value of their land and hous­
ing, and tax-supported services return part
of the gain to the community creating it.

The urban property tax system in Brazil
is a good framework for property tax ad­
ministration (box5.3 ). Although the logic is
clear enough, municipal governments have
generally been slow or ineffective in putting
it into practice. Property owners, particu­
larly those holding vacant land, have re­
sisted the tax, arguing that because their
land does not generate income, they have
no means to pay. One way to overcome this
difficulty is to defer taxes on vacant land,
with interest, until the land is sold - in

Most cities can
generate the
resources for their
own improvement
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BOX 5.3
Urban property taxes in Brazil

effect, lending the tax to landlords and
collecting later.

Taxes on urban wealth, and particularly
on the gains from risingproperty values, can
more than offset the cost of adequate ser­
vices for urban areas. But such taxes require
great leaps of faith by those paying the
higher taxes - and great changes in
the behaviour of those administering the
revenues.

Administrative capacity is the chief
impediment to mobilising the resources for
urban services and infrastructure. That
capacity is blunted by severe shortages of
trained manpower, particularly trained ac­
countants and financial managers, by low
morale because of low wages and limited
career opportunities and by ineffective
monitoring and evaluation systems.

User charges also offer promise. For
example, Mexico City plans to augment its
water supply in the 1990s with water from
Tecolutla, some 200 kilometres away.
Because Tecolutla is 2,000 metres lower
than the capital, six 1,000-megawatt power
plants will be needed to deliver the water.
The construction of these plants will cost at
least $6 billion, roughly half the annual
interest repayments on Mexico's external
debt. But if the cost is distributed among
the urban population over 10 years, the
additional water charges would be less than
$0.10 a person a day.

Brazil's experience with urban property
tax yields several lessons on both the
practice and process of implementing
administrative reforms.

Property tax procedures must con­
tinually identify and incorporate new
construction onto the tax rolls. In Brazil
the municipalities use ongoing field sur­
veys to update property data, augmented
bycross-referencingwith data from other
agencies to flag changes in the tax base.

Converting visible property charac­
teristics into an estimate ofmarket value
requires sophisticated knowledge of
property markets. To solve this problem,
Brazil uses a highly simplified form of
mass appraisal, based on a few readily
observable, measurable characteristics of
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each property. No skills, other than the
ability to measure and write, are required
of valuers in the field.

Accurate data on market prices are
essentialfor makingdefensible valuations.
Brazil's municipalities use construction
cost data from industry sources.

Collection depends on identifying
the person liable for paying the tax.
Because records ofownership or tenancy
may not be accessible to the taxing au­
thority, Brazil's municipalities extend
liability to any person in beneficial occu­
pation of the property. This broad defi­
nition relieves the municipalities of any
legal obligation to prove legal ownership
before imposing the tax.

One ofthe ironies oflife in today's third
world cities is that the poor, although least
able to pay, may be the main supporters of
higher charges, as long as they get the ser­
vices. In general, they pay considerably
more for piped water than the rich. Lima's
poor pay 18 times more for every gallon of
their water than wealthier groups do. It
would thus be more equitable to levy user
charges for urban services but ensure that
the services do reach the poor.

Enablingstrategiesfor shelter
and infrastructure

The limited financial and human resources
ofmunicipalities and central governments
make it particularly important to use the
energies of all actors on the urban scene.
The best way to release these energies is for
governments to shift from directly provid­
ing services to enabling others to provide
them - be they formal and informal pro­
ducers, community-based and nongovern­
mental organisations or the urban residents
themselves. Enabling strategies can yield
the highest returns in the provision ofshel­
ter and urban infrastructure.

The Global Shelter Strategyfor theYear
2000, endorsed by the United Nations
General Assembly, supports an enabling
approach for urban dwellers to develop
their own shelter. It recommends that
governments direct their attention and re­
sources towards agencies that can deliver
building materials, infrastructure and fi­
nance for home construction - avoiding
showcase housing projects, such as high­
rise flats and expensive sites-and-services
projects, which benefit relatively few people
at great expense to others.

Materials, infrastructure and finance are
much more valuable to home owners than
are promises for government housing units.
Governments should thus focus on increas­
ing the supply of urban land, adjusting rules
and regulations to prevailing needs, prac­
tices and conditions in the informal sector,
improving infrastructure in existing settle­
ments, guaranteeing land tenure and adju­
dicating disputes when people are threat­
ened with eviction (box 5.4).

Public services - for roads, walkways,
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BOX 5.4

Upgrading Jakarta's kampungs

Land sharing - not eviction - in Bangkok

and better than similar services from cum­
bersome municipal authorities. In Khar­
toum, Sudan, a strong tradition ofself-help
bolsters local projects to provide primary
schools, health centres, water supply net­
works and roads to more than 90 spontane­
ous housing areas scattered on the fringes of
the city. Binding these communities are the
active participation of 367 local neigh­
bourhood councils, the cultural homogene­
ity of each community and the city's un­
willingess to offer support unless people
organise on their own. These self-help areas
have been found to be remarkably clean and
well planned.

roads, footpaths, drainage, and water
supply. Loans from the World Bank
enabled the programme's second and
third five-year cycles to be broadened
and extended to about 200 other cities.

Some of the new activities in se­
lected kampungs include garbage collec­
tion and disposal, the construction of
sanitary facilities, horticultural and health
training and vocational and nonformal
education. The programme does not
cover housing.

Public support for the programme is
strong, and there has been a substantial
increase in private household investment
because of the improvements in infra­
structure. The programme has also in­
creased property values and rents.

BOX 5.5

return for the right to buy or lease back
the balance to rehouse original residents.

Five land-sharing agreements were
signed in Bangkok before 1985, and three
since. The largest is inKlongToey, where
the PortAuthority released a large plot of
land to rehouse 1,300families who agreed
to make way for a new container port.

Because land eviction almost always
is highly sensitive, land-sharing arrange­
ments - by providing a way for all par­
ties to compromise - have considerable
political support.

Most urban Indonesians live in kam­
pungs, heterogeneous communities of
poor, middle-income and sometimes even
rich families. Infrastructure is often poor,
anq densities are sometimes more than
21,500 people per square kilometre.
Many dwellings are temporary, with a
large percentage of them replaced every
year.

The municipal administration of
Jakarta introduced a Kampung Improve­
ment Programme in 1969 to upgrade
physical infrastructure. It has managed
to improve living conditions in about 500
kampungs with a total population of 3.8
million.

The programme's first five-year cycle
had a strong top-down character, focus­
sing heavily on such public works as

With much of the prime land in the
centre ofBangkok occupied by the poor,
more than 5,000 families were evicted in
1985 and 1986 to make way for road con­
struction, commercial development and
public buildings.

The threat of eviction has strength­
ened communities, and the best-org­
anised ones have resisted outright evic­
tion by negotiatingwith their landlords to
share land. The community agrees to
evacuate the better part of a site ear­
marked for commercial development in

water, sanitation, electricity and drainage
- are the most effective way ofexpanding
urbanhousing supply, dampeningland price
increases and stimulatingprivate investment
in shelter (box 5.5). In many developing
countries, the central government builds
the main line and leaves outer networks to
others. InBangkok, an informal road-build­
ing programme has greatly extended major
intercity highways and brought a steady
increase inhousing opportunities. Almost a
quarter of the land parcels in one fringe
district were accessible by roads, thanks to
the ingenuity and negotiating powers of
local land brokers, developers and village
headmen.

Cost recovery- and the decisions about
who will bear the burdens ofefficient urban
expansion - can be approached in various
ways. One is the land pooling and readjust­
ment system, developed in the Federal
Republic of Germany and commonly prac­
tised in Japan and the Republic of Korea.
Such systems demand ahigh degree oftrust
and organisation, however, and they have
not been easy to copy.

The private and informal sectors can do
much to develop urban services, particu­
larly housing, but a balance must be struck
between privatisation and overregulation.
The human skills and organisational re­
sources available through voluntary organ­
isations and the private sector must comple­
ment those in municipal and central govern­
ments - as in the growth ofinformal public
transport in Nairobi (box 5.6) and the de­
velopment ofaffordable housing projects in
Bangkok.

Nongovernmental organisations and
community-based organisations can pro­
vide much valuable organisational support
and expertise to municipal governments. In
many large cities, hundreds of these organ­
isations are in direct contact with the urban
poor. They understand and can articulate
the needs of the poor. And they can be
critical in the interface between large gov­
ernment bureaucracies and nascent com­
munities because of the greater trust that
donors and the people have in their admini­
stration offunds.

Self-help construction and maintenance
of services by communities can be cheaper
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BOX 5.6

Community-based sanitation in Karachi

Informal public transport in A&ica

Improving the urban environment and undermining sustainable and equitable
development.

The wastes ofurban communities out­
strip the capacity of cities to collect and
dispose them safely and effectively. The
textile, brewing, chemical and pulp and
paper industries in many cities discharge
wastewater into rivers and open drains,
threatening the public health and reducing
the quality ofurbanlife. Inappropriate land
development and improperly disposed toxic
wastes damage groundwater, wetlands and
other sensitive ecosystems. In Bangkok and
Shanghai, which are near river estuaries,
excessive pumpingfrom groundwaterwells
is allowing saltwater to intrude the aquifers,
causing the ground to subside and increas­
ing the problems offlooding and drainage.

Air pollutiondue to emissions from fossil
fuels used for transport, industry and home
heating is also getting worse. Air quality
standards in most large cities ofdeveloping
countries are far below internationally ac­
cepted standards for public health, particu­
1arlyin industrial cities that depend on coal
and wood for fuel. For example, more than
50% of Calcutta's residents suffer from
respiratory diseases related to air pollution.

The deteriorating urban environment is
severely affecting the urban poor in slums
and squatter settlements, where residents
sufferdisproportionatelyfrom gastroenteric
and respiratory disease because of their
high density and the inadequacy of public
health and sanitation services. They often
live in the most polluted fringe areas of
major cities, close to unsanitary landfills,
waste disposal dumps and low-lying, poorly
drained areas.

Nongovernmental organisations and
international agencies, in cooperation with
the governments in developing countries,
have beenidentifyinginnovative approaches
to improve the quality ofthe urban environ­
ment. The Orangi pilot project in Karachi is
building a low-cost sewerage system with
the participation of residents in one of the
largest squatter settlements (box 5.7). A
pilot project in Peru, financed by the World
Bank and the United Nations Develop­
ment Programme, shows that there are
economical ways of treating wastewater to
make it pure enough for irrigating vege-

In 1980 a nongovernmental organ­
isation started up in the community to
build a sewerage network that would be
cheaper than state utilities. The NGO
organised the communityinto lanes of15
to 20 houses and looked for low-cost
technologies for pipes, septic tanks and
manholes. Each lane was in charge of its
own accounts and took responsibility for
the purchase of the necessary materials.

It took three years to develop techni­
cal solutions for servicing individualsites,
but the cost of construction was brought
down to roughly a twentieth of the offi­
cial rate. Costs ofpipewere slashed from
100 rupees per running foot to 13, those
for septic tanks from 2,000 rupees to 160
and those for manholes from 500 rupees
to 70. By the end of 1985, more than half
of Orangi's 10,000 lanes had functioning
sewerage systems - showing the effec­
tiveness of NGOs in organising commu­
nity self-help for cost effective services.

of $140 million.
Nairobi's monopoly bus company,

KBS, carried only 42% of the passengers
in the early 1980s, the matatus most of
the rest.

About 15% of the matatus belonged
to individuals who owned only one ve­
hicle, the rest to businesses with larger
fleets. These fleets created 50% more
jobs per passenger than the public bus
service, and most of these jobs involved
the poor.

The matatus were fully legalised in
1984, increasing private investment and
improving service. Problems remain,
however, notably the disregard for pas­
senger safety and the poor vehicle main­
tenance. Self-regulation of informal
public transport could do much to make
it safer for, and more attractive to, the
riders - and more profitable for the
operators.

While cities contribute to economic devel­
opment in developing countries, rapid
population growth and uncontrolled indus­
trial development degrade the urban envi­
ronment, straining the naturalresource base

BOX 5.7

Residents ofKarachi'slow-incomeOrangi
community are getting sewerage connec­
tions with the help of an enterprising
nongovernmental organisation.

A sprawling, unauthorised settle­
ment, Orangi is home to 700,000 people,
10% of the capital's resident population.

Plots of land in Orangi line unpaved
lanes with no provision for public serv­
ices. The Karachi Metropolitan Corpo­
ration (KMC) and the Karachi Develop­
ment Authority (KDA) are responsible
for providing trunk services, including
major roads, drains, sewerage and water
pipes, but residents are expected to pay
for connections to the mains. In the case
of sewerage, the official cost of a house­
hold connection is 100 rupees (roughly
equal to $5) for every square yard on
which the house is situated - a charge
considered too high by families that have
spent only Rs. 20,000 to construct their
house.

In Kinshasa they are the fuJa-fuJa (cov­
ered 10-ton trucks) and kimalu-malu
(station wagons whose name means
"those that go very fast"). In Dakar they
are the car rapides. In Dar es Salaam,
they are the dala dalas, named for the
silver coin they charge as a fare. In
Nairobi they are the matatus, minibusses
that got their name from the 30-cent flat
fee they used to charge.

The ridership ofthese private, small­
scale operators has grown dramatically in
the 1980s, and in many African cities
more than 50% of all trips by public
transport are taken in their vehicles.

The small-scale transport operators
are also major employers. In Dakar 523
car rapides gave employment to 3,420
people in 1975 and supported 22,230
people. In Kenya the small-scale public
transport sector employed 17,000 per­
sons in 1986 and generated fare revenues
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BOX 5.8
Recycling urban waste in Shanghai

problems but also offering ever new oppor­
tunities. To solve the growing problems of
cities- and to unleash the many possibili­
ties for human development - is going to
depend heavily on better urban manage­
ment, considerably better.

tables and raising fish. And by marshalling
support for garbage and refuse collection,
the cityofShanghaihas generated revenues
and employment opportunities through
waste recycling (box 5.8).

To reverse urban environmental dete­
rioration in the 1990s, the governments of
developing countries must:
• Improve municipal waste collection
coverage and efficiency.
• Adopt environmentally sound munici­
pal waste treatment and disposal practices.
• Coordinate pollution control actions
across levels of government and urban
subsectors.
• Incorporate environmentalplanning and
management techniques into citywide stra­
tegic planning and implementation.
• Facilitate the participation of the pri­
vate sector in mobilising resources for envi­
ronmental improvement.

Rapid urbanisation is transforming the
developing countries, creating ever new
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Industrial and household wastes mean
money and jobs in Shanghai.

Since 1957 the city has developed a
network of 502 waste collection stations
with 1,500 purchasing agents on the rural
periphery, who are paid a commission to
acquire materials for recycling.

The Shanghai Environmental Sani­
tation Administration collects from a
population of about 12 million people
over an area of 6,000 square kilometres.
It has 26 recycling centres to process
materials from industry, businesses and
households, and it runs a network ofsales
outlets for reclaimed products.

Recovered materials include ferrous
and nonferrous metals, rubber, plastics,
paper, rags, cotton, chemical fibre, ani­

mal bones, human hair, bottles, broken
glass, old machine parts, chemical resi­
dues and used oils. There are subsidiar­
ies for refining copper, recovering pre­
cious metals and producingnew oils from
old.

The administration gives full-time
employment to 29,000 people and pro­
vides many more with part-timework. It
also employs 3,600 people to advise fac­
tories on the installation of systems for
the sorting and collection of wastes.

95



ANNEX TABLE 1
Child survival and immunisation targets for the year 2000

Under-five mortality target of 70
per 1,000 live births by 2000 (or a reduction
of 50% if the rate in 1980 was less than 140) Immunisation target of 100%

Annual Year Annual Year
Under-five reduction reaching growth reaching

mortality rate Average rate target Percentage of Average rate target
(per 1,000 annual needed to using one year olds annual needed to using
live births) reduction reach eJast immunised growth reach past

rate (%) target ruction rate (%) target reduction
1960 1988 1960-88 by 2000 rate 1981 1987-88 1981-88 by 2000 rate

Low human development
1 Niger 320 228 1.2 9.8 2086 15 24 7.60 12.19 2008
2 Mali 370 292 0.8 11.9 2100 + 19 31 7.69 989 2004
3 Burkina Faso 362 233 1.6 10.0 2065 11 46 24.85 6.50 1992
4 Sierra Leone 386 266 1.3 11.1 2089 23 40 9.17 7.55 1998
5 Chad 326 223 1.3 9.7 2074 21 13.41

6 Guinea 346 248 1.2 10.5 2095 10 23 14.19 12.67 1999
7 Somalia 294 221 1.0 9.6 2100 + 3 28 44.82 10.80 1991
8 Mauritania 320 220 1.3 9.5 2074 35 45 4.17 6.60 2008
9 Afghanistan 380 300 0.8 12.1 2100 + 5 27 29.62 11.04 1993

10 Benin 310 185 1.8 8.1 2041 35 8.76

11 Burundi 258 188 1.1 8.2 2076 35 54 6.94 5.09 1997
12 Bhutan 297 197 1.5 8.6 2059 20 67 20.21 3.26 1990
13 Mozambique 330 298 0.4 12.1 2100 + 42 7.14
14 Malawi 364 262 1.2 11.0 2100 + 71 83 2.28 1.55 1997
15 Sudan 293 181 1.7 7.9 2044 2 58 75.24 4.53 1989

16 Central African Rep. 308 223 1.1 9.7 2089 17 33 11.12 9.34 1999
17 Nepal 297 197 1.5 8.6 2059 13 71 30.31 2.75 1989
18 Senegal 313 136 2.9 5.5 2011 57 4.60
19 Ethiopia 294 259 0.5 10.9 2100 + 8 18 14.42 14.70 2001
20 Zaire 251 138 2.1 5.7 2020 23 46 11.16 6.36 1995

21 Rwanda 248 206 0.7 9.0 2100 + 31 82 16.00 1.60 1989
22 Angola 346 292 0.6 11.9 2100 + 28 10.64
23 Bangladesh 262 188 1.2 8.2 2072 1 18 55.66 14.83 1992
24 Nigeria 318 174 2.1 7.6 2031 32 62 10.84 3.97 1993
25 Yemen Arab Rep. 378 190 2.4 8.3 2029 26 32 2.97 9.61 2027

26 Liberia 258 147 2.0 6.2 2025 63 43 -556 6.94
27 Togo 305 153 2.4 6.5 2020 27 73 16.31 2.58 1990
28 Uganda 224 169 1.0 7.4 2076 14 52 21.95 5.41 1991
29 Haiti 294 171 1.9 7.4 2035 26 50 10.89 5.66 1995
30 Ghana 224 146 1.5 6.1 2037 34 42 3.28 7.14 2015

31 Yemen, PDR 378 197 2.3 8.6 2033 6 37 31.47 8.28 1992
32 Cote d'ivoire 264 142 2.2 5.9 2020 44 37 -2.66 8.40
33 Congo 241 114 2.6 4.6 2009 56 76 4.69 2.25 1994
34 Namibia 262 176 1.4 7.7 2053
35 Tanzania, United Rep. 248 176 1.2 7.7 2064 65 86 4.34 1.21 1992

36 Pakistan 277 166 1.8 7.2 2036 5 65 49.56 3.51 1989
37 India 282 149 2.3 6.3 2022 17 63 22.77 3.73 1990
38 Madagascar 364 184 2.4 8.1 2028 33 44 4.68 6.84 2006
39 Papua New Guinea 247 81 3.9 3.1 1998 49 55 1.97 4.86 2018
40 Kampuchea, Oem. 218 199 0.3 8.7 2100 + 47 6.32

41 Cameroon 275 153 2.1 6.5 2026 9 52 32.23 5.33 1990
42 Kenya 208 113 2.2 4.4 2013 74 2.44
43 Zambia 228 127 2.1 5.0 2017 54 84 7.19 1.40 1991
44 Morocco 265 119 2.8 4.4 2007 44 65 6.06 3.57 1995

Medium human development
45 Egypt 300 125 3.1 4.8 2007 76 85 1.75 1.36 1998
46 Lao PDR 232 159 1.3 6.8 2049 6 20 19.60 13.74 1997
47 Gabon 288 169 1.9 7.4 2035 76 2.25
48 Oman 378 64 6.1 -0.8 1988 18 90 27.71 0.89 1988
49 Bolivia 282 172 1.8 7.5 2039 19 38 11.25 8.16 1997

96 ANNEX



Under-five mortality target of 70
per 1,000 live births by 2000 (or a reduction

of 50% if the rate in 1980 was less than 140) Immunisation target of 100%

Annual Year Annual Year
Under-five reduction reaching growth reaching
mortality Average rate target Percentage of Average rate target

rate annual needed to using one year olds annual needed to using
(per 1,000) reduction reach past immunised growth reach

ch
ast

rate target reduction rate (%) target re uction
1960 1988 1960-88 by 2000 rate 1981 1987-8 1981-88 by 2000 rate

50 Myanmar 229 95 31 4.0 2004 10 24 14.23 12.19 1999
51 Honduras 232 107 2.7 3.5 2004 40 76 10.54 2.19 1991
52 Zimbabwe 182 113 1.7 4.5 2020 49 81 7.85 1.75 1991
53 Lesotho 208 136 1.5 5.5 2032 60 81 4.68 1.73 1993
54 Indonesia 235 119 24 44 2010 55 71 389 2.84 1997

55 Guatemala 230 99 3.0 35 2002 30 49 7.53 5.96 1998
56 Viet Nam 233 88 34 3.5 2000 58 445
57 Algeria 270 107 3.3 3.5 2001 35 71 11.56 2.81 1991
58 Botswana 174 92 2.3 4.3 2011 71 90 3.77 0.85 1991
59 EI Salvador 206 84 3.2 3.5 2002 43 63 6.08 3.80 1996

60 Tunisia 255 83 3.9 3.1 1998 51 88 8.74 1.07 1990
61 Iran, Islamic Rep. 254 90 3.6 2.7 1997 33 81 15.03 1.73 1990
62 Syrian Arab Rep. 218 64 4.3 31 1997 20 63 19.84 3.73 1991
63 Dominican Rep. 200 81 3.2 3.9 2003 30 70 13.99 2.87 1991
64 Saudi Arabia 292 98 3.8 3.3 1999 42 88 12.21 1.05 1989

65 Philippines 135 73 2.2 4.4 2013 52 82 7.31 1.58 1991
66 China 202 43 5.4 3.6 1996 96 0.33
67 Libyan Arab Jam. 268 119 2.9 4.4 2007 56 62 1.72 3.90 2016
68 South Africa 192 95 2.5 3.8 2007
69 Lebanon 92 51 2.1 4.2 2012 88 1.06

70 Mongolia 158 59 3.5 3.5 2001 84 67 -342 3.29
71 Nicaragua 210 95 2.8 3.0 2001 40 70 8.87 2.95 1992
72 Turkey 258 93 3.6 2.7 1998 57 71 345 2.81 1998
73 Jordan 218 57 4.7 30 1996 71 2.75
74 Peru 233 123 2.3 4.7 2013 31 66 1240 341 1992

75 Ecuador 183 87 2.6 4.0 2007 40 62 7.25 3.86 1995
76 Iraq 222 94 3.0 4.5 2006 35 84 14.72 1.38 1989
77 United Arab Emirates 239 32 6.9 3.1 1994 38 73 10.79 2.55 1991
78 Thailand 149 49 3.9 3.1 1998 48 79 7.90 1.88 1991
79 Paraguay 134 62 2.7 4.8 2009 28 65 13.70 3.57 1991

80 Brazil 160 85 2.2 4.1 2011 70 68 -0.61 3.19
81 Mauritius 104 29 4.5 2.7 1996 84 143
82 Korea, Dem. Rep. 120 33 4.5 34 1998 47 59 3.73 4.31 2002
83 Sri Lanka 113 43 34 3.3 2000 51 79 7.12 1.88 1991

High human development
85 Malaysia 106 32 4.2 3.5 1998 69 74 1.05 249 2017
86 Colombia 148 68 2.7 4.6 2009 31 85 16.70 128 1989
87 Jamaica 88 22 4.8 3.2 1997 38 82 12.61 1.58 1990
88 Kuwait 128 22 6.1 2.2 1993 65 51 -3.74 5.53
89 Venezuela 114 44 33 4.7 2005 62 62 -0.19 3.97

91 Mexico 140 68 2.5 4.0 2008 50 74 6.27 241 1993
92 Cuba 87 18 5.5 2.1 1994 74 93 3.59 0.60 1990
93 Panama 105 34 3.9 3.6 2000 57 79 4.98 1.96 1993
94 Trinidad and Tobago 67 23 3.7 36 2001 54 78 5.97 201 1992
96 Singapore 50 12 5.0 3.4 1998 79 95 2.97 0.39 1990

97 Korea, Rep. 120 33 4.5 3.4 1998 43 89 11.99 0.96 1989
99 Argentina 75 37 2.5 4.0 2007 55 68 3.38 3.10 2000

102 Uruguay 56 31 2.1 2.9 2006 72 84 2.42 1.45 1996
103 Costa Rica 121 22 5.9 2.7 1994 80 89 1.70 0.91 1995
107 Chile 142 26 5.9 1.4 1992 97 96 -004 0.31
108 Hong Kong 65 10 65 3.0 1994 92 91 -0.22 0.76
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ANNEX TABLE 2
Child nutrition targets for the year 2000

Eliminate severe child malnutrition
and reduce moderate child malnutrition by half

Annual
red uction rate

Child malnutrition needed to
(percentage of under-fives underweight) reach target

Reference by 2000
year Moderate Severe Total (%)

Low human development
1 Niger 1985 34.4 15.0 49.4 6.8
2 Mali 1987 21.6 9.4 31.0 7.8
4 Sierra Leone 1978 20.8 2.4 23.2 3.6
8 Mauritania 1981 23.1 7.9 31.0 5.1

11 Burundi 1987 27.9 10.4 38.3 7.5

14 Malawi 1981 17.9 6.0 23.9 5.1
17 Nepal 1975 62.5 7.1 69.6 3.2
18 Senegal 1986 16.1 5.5 21.6 6.8
19 Ethiopia 1982 27.8 10.3 38.1 5.5
20 Zaire 1975 19.8 8.6 28.4 4.1

21 Rwanda 1976 21.4 6.4 27.8 3.9
23 Bangladesh 1986 51.2 9.2 60.4 5.9
25 Yemen Arab Rep. 1979 54.9 6.3 61.2 3.7
26 Liberia 1976 16.0 4.3 20.3 3.8
27 Togo 1977 17.6 7.7 25.3 4.5

29 Haiti 1978 33.0 4.4 37.4 3.6
30 Ghana 1988 21.4 5.7 27.1 7.4
31 Yemen, PDR 1983 232 2.6 25.8 4.6
32 Cote d'ivoire 1986 10.2 2.2 12.4 6.1
33 Congo 1987 16.4 7.2 23.6 7.8

35 Tanzania 1988 42.0 6.0 48.0 6.7
36 Pakistan 1987 38.6 12.9 51.5 7.3
37 India 1982 34.8 6.1 40.9 4.6
38 Madagascar 1984 24.5 8.3 32.8 6.0
39 Papua New Guinea 1984 33.8 0.9 34.7 4.4
41 Cameroon 1978 14.2 3.1 17.3 4.0
44 Morocco 1987 12.1 3.6 15.7 7.1

Medium human development
45 Egypt 1978 15.1 1.5 16.6 3.5
46 Lao PDR 1984 27.8 8.9 36.7 5.9
49 Bolivia 1981 13.5 1.0 14.5 3.9
50 Myanmar 1985 31.7 6.3 38.0 5.7
51 Honduras 1987 16.6 4.0 20.6 6.8

52 Zimbabwe 1988 10.2 1.3 11.5 6.6
54 Indonesia 1987 50.0 1.3 51.3 5.4
55 Guatemala 1987 25.1 8.4 33.5 7.3
56 Viet Nam 1986 39.0 12.5 51.5 6.7
58 Botswana 1987 13.3 1.7 15.0 6.1

60 Tunisia 1975 16.4 4.8 21.2 3.7
61 Iran, Islamic Rep. 1980 32.3 10.8 43.1 48
63 Dominican Rep. 1986 9.8 2.7 12.5 6.5
65 Philippines 1982 29.6 3.0 32.6 4.3
71 Nicaragua 1982 9.6 0.9 10.5 4.3

74 Peru 1984 11.1 2.3 13.4 5.4
75 Ecuador 1987 15.8 0.7 16.5 5.5
78 Thailand 1987 21.5 4.3 25.8 6.5
80 Brazil 1986 9.9 2.8 12.7 6.5
81 Mauritius 1985 17.9 6.0 23.9 6.4
83 Sri Lanka 1987 29.5 8.6 38.1 7.0

High human development
86 Colombia 1986 9.9 2.0 11.9 6.1
87 Jamaica 1978 7.5 1.8 9.3 4.0
88 Kuwait 1984 5.0 1.4 6.4 5.7
89 Venezuela 1982 8.5 1.7 10.2 4.8
93 Panama 1980 12.3 3.4 15.7 4.6

94 Trinidad and Tobago 1987 6.5 0.4 6.9 5.6
96 Singapore 1972 11.1 3.1 14.2 3.3

103 Costa Rica 1982 4.8 1.2 6.0 4.9
107 Chile 1986 2.0 0.5 2.5 6.5
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ANNEX TABLE 3
Primary enrolment targets for the year 2000

Net primary school enrolment target of 100%

Net primary
Annualschool Average Year

enrolment annual growth rate reaching
ratio growth rate needed to target

(%) reach target using past
1980 1986-88 1980-87 by 2000 growth rate

Low human development
2 Mali 20 19 -1.11 13.86
3 Burkina Faso 15 27 8.76 1060 2003
5 Chad 38 7.84
6 Guinea 23 11.97
7 Somalia 20 15 -4.49 16.01

10 Benin 50 5.48
11 Burundi 21 42 10.22 7.00 1997
13 Mozambique 36 45 3.24 6.33 2013
14 Malawi 43 49 1.73 5.72 2030
16 Central African Rep. 57 49 -2.14 5.64

17 Nepal 56 4.63
18 Senegal 37 50 4.40 5.48 2004
19 Ethiopia 27 10.60
21 Rwanda 59 64 1.17 3.49 2026
23 Bangladesh 56 4.63

27 Togo 73 2.45
28 Uganda 41 720
29 Haiti 37 44 2.34 6.61 2024
35 Tanzania, United Rep. 68 51 -4.16 5.40
44 Morocco 62 57 -1.19 4.42

Medium human development
48 Oman 50 80 6.94 1.73 1991
49 Bolivia 77 83 1.08 1.44 2005
52 Zimbabwe 100
54 Indonesia 88 98 1.55 0.16 1989
57 Algeria 81 89 1.35 0.90 1996

58 Botswana 76 89 2.28 0.90 1993
59 EI Salvador 62 3.81
60 Tunisia 83 95 1.87 0.44 1991
61 Iran, Islamic Rep. 94 0.52
62 Syrian Arab Rep. 91 97 092 0.23 1991

63 Dominican Rep. 79 1.83
64 Saudi Arabia 50 56 1.63 4.56 2023
65 Philippines 94 94 0.00 0.48
66 China 95 0.40
71 Nicaragua 74 77 0.48 2.08 2044

73 Jordan 93 88 -0.79 0.99
76 Iraq 100 87 -2.05 1.12
77 United Arab Emirates 73 89 2.79 0.94 1992
79 Paraguay 87 85 -0.33 1.26
81 Mauritius 94 0.48
83 Sri Lanka 100

High human development
86 Colombia 73 2.45
88 Kuwait 84 79 -0.87 1.83
92 Cuba 98 95 -0.52 0.44
93 Panama 90 0.86
94 Trinidad and Tobago 88 88 -0.08 1.03

96 Singapore 99 100 0.14
97 Korea, Rep. 99 100 0.07

103 Costa Rica 89 85 -0.65 1.26
108 Hong Kong 95 95 0.00 0.40

ANNEX 99



ANNEX TABLE 4
Literacy targets for the year 2000

Halving the estimated 1990 illiteracy rate Female illiteracy no higher than male

Adult Annual Year Female Annual Year
illiteracy Average reduction reaching illiteracy Average reduction reaching

rate annual rate needed target rate annual rate needed target
(%) reduction to reach using past (%) reduction to reach using past

rate (%) target reduction rate (%) target reduction
1970 1985 1970-85 by 2000 rate 1970 1985 1970-85 by 2000 rate

Low human development
1 Niger 96 86 0.73 4.75 2080 98 91 0.49 5.11 2100 +
2 Mali 93 83 0.73 4.75 2080 96 89 0.50 5.21 2100 +
3 Burkina Faso 92 86 0.42 4.65 2100 + 97 94 0.21 5.18 2100 +
4 Sierra Leone 87 70 1.41 4.97 2034 92 79 1.01 5.70 2072
5 Chad 89 74 1.20 4.90 2043 98 89 0.64 6.04 2100 +

6 Guinea 86 71 1.24 4.91 2041 93 83 0.76 5.86 2100 +
7 Somalia 97 88 0.67 4.73 2089 99 94 0.34 5.17 2100 +
9 Afghanistan 93 76 1.30 4.93 2038 98 92 0.42 6.14 2100 +

10 Benin 85 73 0.94 4.82 2059 92 84 0.60 5.67 2100 +
11 Burundi 81 65 1.38 4.96 2035 90 73 1.39 5.66 2048

13 Mozambique 79 61 1.64 5.04 2027 86 78 0.65 6.56 2100 +
14 Malawi 70 58 1.21 4.90 2042 82 69 1.14 5.96 2066
15 Sudan 83 77 0.54 4.69 2100 + 94 85 0.67 5.35 2100 +
16 Central African Rep. 84 59 2.37 5.27 2014 94 71 1.85 6.47 2039
17 Nepal 87 74 1.07 4.86 2050 97 88 0.65 595 2100 +

18 Senegal 89 72 1.37 4.96 2036 95 81 1.06 5.71 2068
20 Zaire 59 38 2.84 5.43 2010 78 55 2.30 7.73 2037
21 Rwanda 68 53 1.67 5.05 2027 79 67 1.09 6.54 2078
22 Angola 89 59 2.67 5.37 2011 93 67 2.16 6.17 2029
23 Bangladesh 76 67 0.84 4.78 2068 88 78 0.80 5.74 2096

24 Nigeria 76 57 1.81 5.10 2023 86 69 1.46 6.25 2051
25 Yemen Arab Rep. 95 75 1.56 5.02 2029 99 93 0.42 6.37 2100 +
26 Liberia 83 65 1.56 5.02 2030 92 77 1.18 6.07 2065
27 Togo 83 59 2.21 5.22 2017 93 72 1.69 6.44 2044
28 Uganda 59 42 2.18 5.21 2017 70 55 1.59 6.85 2152

29 Haiti 79 62 1.51 5.00 2031 83 65 1.62 5.25 2035
30 Ghana 70 46 2.65 5.37 2011 82 57 2.40 6.65 2028
31 Yemen, PDR 80 58 2.14 5.20 2017 91 75 1.28 6.83 2068
32 Cote d'ivoire 82 58 2.26 5.24 2016 90 69 1.76 6.32 2041
33 Congo 66 37 3.74 5.72 2004 81 45 3.84 6.94 2013

35 Tanzania, United Rep. 67 82 12 12.03
36 Pakistan 80 70 0.84 4.79 2067 89 81 0.63 5.71 2100 +
37 India 67 57 0.97 4.82 2057 80 71 0.79 6.16 2100 +
38 Madagascar 51 32 3.01 5.48 2008 57 38 2.67 6.57 2023
39 Papua New Guinea 69 55 1.41 4.97 2034 76 65 1.04 5.97 2074

40 Kampuchea, Dem. 25 77 35 5.12
41 Cameroon 67 81 51 3.04
42 Kenya 69 40 3.52 5.65 2005 81 51 3.04 7.17 2022
43 Zambia 49 24 4.48 5.96 2001 63 33 4.22 7.84 2014
44 Morocco 78 66 1.11 4.87 2048 90 78 0.95 5.92 2082

Medium human development
45 Egypt 65 55 1.11 4.87 2048 80 70 0.89 6.39 2097
46 Lao PDR 68 16 9.14 7.52 1993 72 24 7.06 9.97 2007
47 Gabon 68 38 3.70 5.71 2004 78 47 3.32 6.97 2018
49 Bolivia 43 25 3.46 5.63 2005 54 35 2.85 7.63 2027
50 Myanmar 29 21 213 5.20 2018 43

51 Honduras 48 41 1.05 4.85 2051 50 42 1.16 5.08 2053
52 Zimbabwe 45 26 3.61 5.68 2004 53 33 3.11 7.18 2021
53 Lesotho 39 27 2.24 5.23 2016 26 16 3.18 1.77 1994
54 Indonesia 46 26 3.74 5.72 2004 58 35 3.31 7.58 2021
55 Guatemala 56 45 1.43 4.97 2033 63 53 1.15 5.99 2066

57 Algeria 75 50 2.67 5.37 2011 89 63 228 6.82 2032
58 Botswana 60 29 4.70 6.04 2000 56 31 3.87 6.47 2011
59 EI Salvador 43 28 283 5.43 2010 47 31 2.74 6.08 2019
60 Tunisia 70 45 2.86 5.43 2009 83 59 2.25 7.13 2034
61 Iran, Islamic Rep. 72 49 2.49 5.31 2013 83 61 2.03 6.69 2036
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Halving the estimated 1990 illiteracy rate Female illiteracy no higher than male

Adult Annual Year Female Annual Year
illiteracy Average reduction reaching illiteracy Average reduction reaching

rate annual rate needed target rate annual rate needed target
(%) reduction to reach using past (%) reduction to reach using past

rate (%) target reduction rate (%) target reduction
1970 1985 1970-85 by 2000 rate 1970 1985 1970-85 by 2000 rate

62 Syrian Arab Rep. 60 40 2.67 5.37 2011 80 57 2.23 7.58 2038
63 Dominican Rep. 33 22 2.67 5.37 2011 35 23 2.76 565 2017
64 Saudi Arabia 92 98 69 2.31
65 Philippines 18 14 1.48 4.99 2032 19 15 1.56 5.42 2039
67 Libyan Arab Jam. 64 34 4.08 5.83 2002 87 50 3.63 8.22 2020

69 Lebanon 32 22 2.29 5.25 2015 42 31 2.00 7.33 2042
70 Mongolia 20 26 13 4.52
71 Nicaragua 43 12 8.09 7.16 1994 43
72 Turkey 49 26 3.99 5.80 2003 66 38 3.61 8.08 2020
73 Jordan 54 25 4.86 6.09 1999 71 37 4.25 8.43 2016

74 Peru 30 15 4.41 5.94 2001 40 22 3.91 8.31 2018
75 Ecuador 29 17 3.39 5.61 2006 32 20 3.08 6.62 2018
76 Iraq 66 11 11.26 8.24 1991 82 13 11.55 9.26 1997
78 Thailand 21 9 5.48 6.29 1998 28 12 5.49 8.07 2008
79 Paraguay 20 12 3.33 5.59 2006 25 15 3.35 6.96 2017

80 Brazil 34 22 2.72 5.39 2011 37 24 2.84 5.80 2017
81 Mauritius 32 17 4.16 5.86 2002 41 23 3.78 7.76 2017
83 Sri Lanka 23 13 3.72 5.71 2004 31 17 3.93 7.37 2014

High human development
85 Malaysia 41 26 2.91 5.45 2009 52 34 2.79 7.13 2025
86 Colombia 23 24 12 4.52
88 Kuwait 47 30 2.88 5.44 2009 58 37 2.95 6.75 2021
89 Venezuela 25 13 4.27 5.89 2001 29 15 4.30 6.79 2009
91 Mexico 27 10 6.29 6.56 1996 31 12 6.13 7.69 2004

92 Cuba 14 4 7.79 7.06 1994 13 4 7.56 7.06 1999
93 Panama 19 11 3.58 5.67 2005 19 12 3.02 6.21 2017
94 Trinidad and Tobago 8 4 4.52 5.98 2000 11 5 5.12 7.37 2007
96 Singapore 27 14 4.11 5.84 2002 45 21 4.95 8.30 2011
97 Korea, Rep. 13 19 9 4.86

99 Argentina 7 4 2.91 5.45 2009 8 4 4.52 4.71 2001
102 Uruguay 7 5 2.22 5.23 2016 7
103 Costa Rica 13 7 4.26 5.89 2001 13 7 4.04 6.35 2009
107 Chile 11 2 10.74 8.07 1992 12 3 8.83 10.52 2004
108 Hong Kong 23 12 4.13 5.85 2002 36 19 4.17 8.58 2017
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ANNEX TABLE 5
Safe water targets for the year 2000

100% access to safe water

Percentage of Annual growth Year
people with access Avera~e annual rate needed reaching target

growt rate (%) to reach target uSing past
1975 1985-87 1975-86 by 2000 growth rate

Low human development
1 Niger 27 47 5.17 5.54 2001
2 Mali 17 13.49
3 Burkina Faso 25 67 9.38 2.90 1991
4 Sierra Leone 25 10.41
5 Chad 26

6 Guinea 14 19 2.82 12.59 2046
7 Somalia 38 34 -1.01 8.01
9 Afghanistan 9 21 8.01 11.79 2007

10 Benin 34 52 3.94 4.78 2003
11 Burundi 26 10.10

13 Mozambique 16 13.99
14 Malawi 56 4.23
15 Sudan 21 11.79
17 Nepal 8 29 12.42 9.24 1997
18 Senegal 53 4.64

19 Ethiopia 8 16 6.50 13.99 2016
20 Zaire 19 33 5.15 8.24 2009
21 Rwanda 68 50 -2.76 5.08
22 Angola 30 8.98
23 Bangladesh 56 46 -1.77 5.70

24 Nigeria 46 5.70
25 Yemen Arab Rep. 42 6.39
26 Liberia 55 4.36
27 Togo 16 55 11.88 4.36 1992
28 Uganda 35 20 -4.96 12.18

29 Haiti 12 38 11.05 7.16 1996
30 Ghana 35 56 4.37 4.23 2000
31 Yemen, PDR 54 4.50
32 Cote d'ivoire 19 12.59
33 Congo 38 21 -5.25 11.79

35 Tanzania, United Rep. 39 56 3.34 4.23 2004
36 Pakistan 25 44 5.27 6.04 2002
37 India 31 57 5.69 4.10 1997
38 Madagascar 25 32 2.27 8.48 2037
39 Papua New Guinea 20 27 2.77 9.80 2034

40 Kampuchea, Dem. 3 28.46
41 Cameroon 33 8.24
42 Kenya 17 30 530 8.98 2010
43 Zambia 42 59 3.14 3.84 2004
44 Morocco 60 3.72

Medium human development
45 Egypt 73 2.27
46 Lao PDR 21 11.79
47 Gabon 92 0.60
48 Oman 53 4.64
49 Bolivia 34 44 2.37 6.04 2022

50 Myanmar 17 27 4.30 9.80 2018
51 Honduras 41 50 1.82 5.08 2025
53 Lesotho 17 36 7.06 7.57 2001
54 Indonesia 11 38 11.93 7.16 1995
55 Guatemala 39 38 -0.24 7.16

56 Viet Nam 46 5.70
57 Algeria 77 68 -1.12 2.79
58 Botswana 54 4.50
59 EI Salvador 53 52 -0.17 4.78
60 Tunisia 68 2.79

61 Iran, Islamic Rep. 51 76 3.69 1.98 1994
62 Syrian Arab Rep. 76 1.98
63 Dominican Rep. 55 63 1.24 3.36 2024
64 Saudi Arabia 64 97 3.85 0.22 1987
65 Philippines 40 52 2.41 4.78 2014
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100% access to safe water

Percentage of Annual growth Year
people with access Avera~e annual rate needed reaching target

growt rate (%) to reach target using past
1975 1985-87 1975-86 by 2000 growth rate

67 Libyan Arab Jamahiriya 87 97 0.99 0.22 1990
69 Lebanon 93 0.52
71 Nicaragua 46 49 0.58 5.23 2111
72 Turkey 68 78 1.26 1.79 2006
73 Jordan 96 0.29

74 Peru 47 55 1.44 4.36 2028
75 Ecuador 36 58 4.43 3.97 1999
76 Iraq 66 87 2.54 1.00 1992
78 Thailand 25 64 8.92 3.24 1992
79 Paraguay 13 29 7.57 9.24 2003

80 Brazil 78 1.79
81 Mauritius 100
83 Sri Lanka 19 40 7.00 6.76 2000

High human development
85 Malaysia 34 84 8.57 1.25 1989
86 Colombia 64 92 3.35 0.60 1989
87 Jamaica 86 96 1.01 0.29 1991
88 Kuwait 89
89 Venezuela 90 0.76

91 Mexico 62 77 1.99 1.88 2000
93 Panama 77 83 0.68 1.34 2014
94 Trinidad and Tobago 93 98 0.48 0.14 1991
96 Singapore 100
97 Korea, Rep. 66 77 1.41 1.88 2005

99 Argentina 66 56 -1.48 4.23
102 Uruguay 98 85 -1.29 1.17
103 Costa Rica 72 91 2.15 0.68 1991
107 Chile 70 94 2.72 0.44 1989

ANNEX 103



Technical notes

1. Statistical measures of development

104

The early leaders of quantification in economics
kept their main focus on people, a focus that in
recent years has been blurred. Although develop­
ment has been a constant concern of government
policymakers, economists and other social scien­
tists - and has touched the lives of more people
than ever before - there has been little agreement
on what constitutes development, how it is best
measured and how it is best achieved. One reason
for this lack ofagreement is that dissatisfaction with
the pace and character of economic and social
change has instilled a desire to redefine the aims
and measures of development.

While the pioneers of measurement of na­
tional output and income stressed the importance
of social concerns, economic growth became the
main focus after the Second World War. Growth
in the capital stock was seen as the means of
achieving development, and the growth rate of
per capita GDP became the sole measure ofdevel­
opment.

Income was first developed as a way of meas­
uring welfare and well-being by Pigou, who de­
scribed economic welfare as the measurable part of
human welfare - the part that could be brought
into a relationship with "the measuring rod of
money". As a measure of well-being, income per­
tains to individuals or to households. It was seen
as a forward-looking measure of benefits yet to
come rather than as a record of what had already
transpired.

But production and distribution processes
constrain the income ofan individual or household.
Thus, income is also a record of economic activity,
of the production of goods and services already
achieved. This backward-looking, recording as­
pect came to the fore during the Second World
War. Income at the national level-GDP or GNP,
as it came to be called - became a measure of
activity of the total mass of quantity of goods and
services produced, weighted by their respective
prices, rather than a measure of individual well­
being.

As GNP became the goal of development in
the 1950s and 1960s, the question of promoting
individual well-being receded. It was assumed that
well-being would follow automatically from eco­
nomic growth. A tenuous link between income and
well-being was made through the notion of income

per capita, which compounded the shift of empha­
sis from welfare to production by its insensitivity to
distribution. In time, distribution was altogether
forgotten, and the argument of "trickle down" was
made to defend such neglect. Thus, income moved
from an admittedly partial monetary measure of
well-being to centre stage as a measure of produc­
tion and as the sole measure of welfare in its per
capita form.

By the 1960s, it was clear from many develop­
ing cuuntries that income growth had not tackled
the problem of mass poverty. Income distribution
and equity came to the forefront as an additional
objective of development. The focus of develop­
ment was turned towards the alleviation of pov­
erty, a change that led to a re-examination of the
concept ofincome and its adequacy as a measure of
development.

Against this central dominance of income,
several voices were raised. In a pioneering effort at
UNRISD, McGranahan and associates examined
several development indicators - some relating to
mortality and morbidity, others to such social fac­
tors as urbanisation and still others to economic
factors. These indicators were correlated with each
other and used jointly to describe socioeconomic
development. Each indicator was related to per
capita GDP in a series of regressions that allowed
the identification of a threshold level of develop­
ment. Below this threshold a country was underde­
veloped and above it, developed.

There remained the problem of combining
these various indicators into a single measure of
development, in analogy with income. Income is a
price-weighted sum ofquantities ofdifferent goods
and services exchanged in the marketplace. Prices
are by no means ideal weights. They may overvalue
or undervalue goods and services for which the
market is imperfect, and still worse, they totally
ignore those for which the market does not exist.
But prices are in some sense "natural" weights,
since they are part of people's everyday experience.
Aprice conveys the relative importance ofone good
compared with another in terms of income.

Any synthetic index combines diverse indica­
tors. Weightingcan be equal or determined by such
data-driven statistical techniques as factor analysis.
Weights have a statistical interpretation, but they
cannot be explained either by daily experience or by

TECHNICAL NOTES



the relative importance of the indicators. By con­
trast, income provides an indication about the
tradeoff a consumer or producer is willing to make
among different goods.

Another concern of measuring development is
deciding which indicators to include and which to
leave out. The income measure includes all goods
and services that are produced and marketed, among
them harmfulgoods that pollute the atmosphere or
injure health. In this sense, income is comprehen­
sive, a quality that alternative indexes lack. The
more comprehensive they seem to be, the more
indicators they include, and the less they are trans­
parent and relevant to daily experience.

Inresponse to suchconsiderations,MD. Morris
put forward the Physical Quality of Life Index
(PQLI). He saw the UNRISD effort as measuring
development as an activity. He wished to focus on
development as achievedwell-being and chose three
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indicators - infant mortality, life expectancy at age
one and literacy, combining them in a simple
unweighted index to give the PQLI. There obvi­
ously is considerable overlap between the first two
indicators, particularly for developing countries, as
they both relate to longevity and are connected by
a precise relationship.

The perception of development has since
shifted - first, from economic development to
socioeconomic development, with a new emphasis
on poverty. Now the shift is to human develop­
ment. It emphasises the development of human
choices and returns to the centrality of people. It is
reflected in measuring development not as the
expansion of commodities and wealth but as the
widening of human choices. The outcome is the
human development index (HDI) used in this
Report.
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2. Statistical measures of poverty
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The measurement of poverty has a history of more
than a hundred years. Pioneering work by Booth
(1889-92) and Rowntree (1901) tried to measure
the extent of urban poverty in London and York.
Less known, but perhaps more ambitious, was the
attempt to measure national poverty by the Indian
politician and economist Dadabhai Naoroji at the
beginning of this century.

The primary task of these studies was to define
a poverty standard, or poverty line, to separate the
"poor" from the "nonpoor". Subsequent debates
have continued this focus, and the task of providing
the investigator with a standard to distinguish
poverty has remained central in poverty studies.

Poverty measures vary according to the vari­
ables deemed important: commodities and charac­
teristics of commodities, needs and requirements,
or income and expenditure. Typically a poverty
measure starts from a notion of (basic) needs, such
as nourishment, and translates those needs into
commodity bundles (foodstuffs) directly or indi­
rectly through characteristics ofcommodities (calo­
ries and protein). It then multiplies the quantities
by appropriate prices to arrive at an expenditure­
income level.

A central issue in all debates on poverty is
whether poverty should be defined in absolute or in
relative terms. It is normally assumed that the two
definitions are exclusive because of a lack of clarity
about the units of poverty. An absolute measure
will typically reflect basic biological and physiologi­
cal needs. A relative measure will focus more on a
notion of requirements that vary depending on
circumstances - such as a country's level ofdevel­
opment or the disparities between rich and poor or
other social and ethnic groups.

Absolute poverty

Poverty is defined in absolute terms if the content
of a poverty standard (whether defined by com­
modities or characteristics) is taken to be fixed
across time and space. A historical notion of
subsistence - reflecting a very minirnallist ofbasic
needs - is at the base of this notion, where the
defining variables are commodities or their charac­
teristics. The argument is oEren made that there is
no poverty because, compared with the late nine­
teenth century, the poor are much better off today.
It is also argued that there are no poor in developed
countries since, compared with the "really poor" in
developing countries, the poor in developed coun­
tries are almost affluent.

A common approach in delineating the poverty
line is to specify a minimum calorie intake. This
calorie level is then converted into foodstuffs ade­
quate to meet the level, given typical consumption
patterns in a society. The cost of this amount of
food is then determined to yield a poverty level. It
has oEren been the practice, though much criticised,
to take a constant calorie intake for everyone. In

the poverty level prescribed by the Indian Planning
Commission in the early 1960s, 2,250 calories per
day per person in rural areas was specified as the
minimum level. A similar figure of 2,100 calories
has been mentioned for Pakistan in a poverty study
for 1963-64, and 2,122 calories for Bangladesh.

While it is impossible to specify a separate level
for each individual, it is possible to specify a re­
quired calorie level as a function of age, gender,
type of activity and health status. This approach
was adopted in A1timir's pioneering study of pov­
erty in Latin America. This specificity would mean
that even for an individual the required calorie level
would alter over time.

The conversion of the calorie intake into a
commodity basket must be culture-specific, no
matter how absolute the standard. The specifica­
tion of typical foodstuffs requires a survey of pre­
vailing consumption practices. In ECLAC's studies
of poverty in Latin America, the commodity basket
required to meet the calorie intake (calibrated by
age, gender, activity and health status) was ob­
tained from a sample survey of nonpoor house­
holds. Frequently bought foodstuffs were isolated,
and a minimum cost list was chosen from them.
This procedure frees the method from exclusive
reliance on poor families' consumption patterns,
which might reflect the restricted choice of poor
households.

In pricing the consumption basket to arrive at
alevel ofexpenditure for the poverty level, nonfood
items necessary for subsistence need to be consid­
ered. This problem is frequently tackled by multi­
plying the money required to buy the food basket by
a coefficient known as the Engel coefficient, the
reciprocal of the ratio of food expenditure to total
expenditure. The choice of the ratio is not straight­
forward. By Engel's law, the food ratio will be
higher for the poor and lower for the rich. By
implication, the multiplier is higher if the ratio
chosen is that of nonpoor households.

Even in absolute concepts ofpoverty, there are
relative levels. A distinction is made even in abso­
lute poverty calculations between indigence and
poverty. If the income is less than the required food
expenditure, the household is termed indigent
(primary poverty). This is the practice in the ECLAC
poverty studies. If the income is below the multi­
ple of food expenditure as given by the Engel
coefficient, the family is termed poor (secondary
poverty).

Once the poverty line has been established, it
must be adjusted for changes in time. A crude
method is to index the poverty line according to

some overall consumer price index. Abettermethod
is to treat the price index of food separately from
other items. This would account for the different
inflation rates of food and other items. A further
refinement would be to allow substitution of items
that enter the basic basket and recompute the food
expenditure. The poverty line would also be less
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arbitrary if new trends in consumer expenditure
could be captured by a recalculation of the Engel
coefficient.

The absolutist approach, though popular, is
not free of conceptual problems. But its narrow
economic and physiological basis, its seeming ob­
jectivity and its ease of computation make it the
most frequently used approach. Poverty line calcu­
lations in Latin America and South Asia are based
on this method. So are those in the United States.
The U.S. poverty standard is based on nutritional
guidelines laid down in 1955 and not revised since.
A range of critics accept the absolute approach but
criticise details of method, such as the calculation
of the poverty line and the evaluation of the actual
resources of a household.

The derivation of the food basket has been a
matter for debate. If we look at what the poor
actually consume rather than what they could con­
sume if they had the resources, we would arrive at
a distorted consumption pattern. The food basket
can and should be derived from the consumption
pattern of nonpoor households. A minimum cost
basket can then be derived from this larger basket.
As the poverty line is recalculated over time, there
should be allowance for substitution between food­
stuffs as relative prices change, requiring an econo­
metric specification of the expenditure pattern to
allow for accurate estimation of income and substi­
tution effects.

Much ofthe criticism ofthe poverty line relates
to the assumption of a common, constant calorie
intake unrelated to an individual's personal charac­
teristics. This is not, however, anecessary part ofan
absolute approach, as the Altimir approach has
demonstrated for Latin America. Another problem
in calculating the poverty line is aggregating mem­
bers of a household. There is growing evidence of
intrahousehold inequalities in consumption. The
consumption and nutritional level of children are
often better indicators of poverty than any other
variable, and they merit further enquiry.

Having defined a poverty line, the problem is
to measure the resources of a household before
labelling it poor or not. This is the tricky problem
of defining and measuring income, which raises
several questions. Should it be actual or permanent
income? How should nonmarket transactions be
imputed? How should assets be taken into ac­
count? And so on. On the criterion of actual
income, one can frequently have households going
in and out of poverty as defined by the poverty line.
This requires distinguishing the "always poor" from
the "frequently poor".

A different approach of an absolute measure is
the Dissatisfaction ofBasic Needs. Here a number
of indicators of basic needs are identified. In the
Latin American studies, for instance, there are
questions about the quality of housing, access to

primary schools, the dependency ratio, and the
level of education of the head ofhousehold. If the
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answer to anyone of these questions indicates
inadequate levels, the household is declared poor.
The dissatisfactions in various dimensions are not
weighted and aggregated on a single scale, and
different basic needs can be emphasised. The
method is less sensitive to price fluctuations, but it
does not allow for substitution between different
needs.

Relative poverty

The relativist approach defines requirements not
merely for existence but for leading a full life as
members of a social community. The living stan­
dard can be defined by conducting a survey of
actual consumption practices or by surveying a
sample of households for what tlley consider ade­
quate consumption practices. A third method is the
Leyden method, which asks respondents what their
income is and whether they consider it to be too
low, adequate or more than adequate. The relativ­
ist approach is thus sociocultural rather than nar­
rowly physiological. Since it goes beyond com­
modities as well as characteristics and consumption
practices, it demands more data.

A shortcut through the problem of measure­
ment of relative poverty is to consider poverty a
type ofinequality. One method ofdefining poverty
is by taking tl1e poverty threshold as some function
of median income. By definition, such a measure
does not take into account needs ofdifferent house­
holds or tl1e broader issues posed by tl1e social
approach of relativism. But it is an objective
economic measure relying on income ratl1er tl1an
commodities or characteristics. It is a positive
rather than normative measure, tl1e only judgement
being in determining tl1e fraction ofmedian income
that is to be tl1e cutoff point.

A sinlilar but more limited approach is to
define poverty as a function of average earning,
which implies that wage or salary employment is the
predominant way of earning income. This ap­
proach is clearly inapplicable to developing coun­
tries, where agriculture and tl1e informal sector
provide substantial employment.

The usefulness ofmeasuring poverty

The study of poverty goes well beyond measuring
poverty, which is only one step in the process.
Measurements should be useful for several pur­
poses. If tl1e purpose is to record levels of well­
being, tl1e measurement of income and tl1e analysis
of what income can buy will be relevant and infor­
mative. As this Report has shown, however, being
poor means different iliings in different countries.
If the government provides a social safety net, it is
easier for tl1e poor to get by - at least for some
time. But if policies for the poor are lacking, it may
be harder for tl1e poor to get by. Measurements of
poverty thus have to be interpreted in tl1eir context.
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If the purpose of the study of poverty is to get
at the root causes of the problem, the foregoing
poverty measures may have to be expanded. One
would have to ask first: What makes people poor?
They may lack access to assets and to employment
or learning opportunities, live in households with a
high dependency ratio, belong to ill-served minori­
ties and so on. Measurements of poverty would

focus on the key variables of people's deprivation.
In the terminology of this Report, action-oriented
poverty measures would focus on the access, or lack
of access, that people have to various options for
human development. This would then allow saying
how poor people are and why they are poor - and
where corrective policy interventions should break
the process of poverty.
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0582

0.456

(1)

0.519

= 78.4
= 41.8
= 100.0

12.3
3.68
2.34

59.4
60.0

2.90

Kenya's GDP deprivation
(3.68 - 2.90) / (3.68 - 2.34)

Kenya's life expectancy deprivation
(78.4 - 59.4) / (78.4 - 41.8)

Kenya's literacy deprivation
(100.0 - 60.0) / (100.0 - 12.3)

To illustrate, the application of this formula
to Kenya is as follows:

Maximum life expectancy
Minimum life expectancy
Maximum adult literacy rate
Minimum adult literacy rate
Maximum real GDP per capita (log)
Minimum real GDP per capita (log)

Kenya life expectancy
Kenya adult literacy rate
Kenya real GDP per capita (log)

(1)

(maxXlj-Xij)

I J
lj (m~Xlj-minXlj)

J J
The second step is to define an average deprivation
indicator U). This is done by taking a simple aver­
age of the three indicators:

3. A mathematical formulation of the human development index
The human development index (HDI) is con­
structed in three steps. The first step is to define a
measure of deprivation that a country suffers in
each of the three basic variables -life expectancy
(Xl)' literacy (X), and (the log of) real GDP per
capita (X

3
). A maximum and a minimum value is

determined for each of the three variables given the
actual values. The deprivation measure then places
a country in the range of zero to one as defined by
the difference between the maximum and the
minimum. Thus Ii) is the deprivation indicator for
thejth country with respect to the ith variable and
it is defined as:

The third step is to measure the human develop­
ment index (HDI) as one minus the average depri­
vation index:

Kenya's Human Development Index (HDI) (3)
1 - 0519 = 0.481

3
I.=LI.
J j = 1 1J

(2)

Kenya's average deprivation
(0.519 + 0.456 + 0582) /3

(2)
0519

(HDI) = (l - 1)
J J

(3)
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Female HOI as percentage of male HOI

HDI scale. There are, however, no reliable compa­
rable gender-specific estimates for many countries.

There is thus only one indicator for which
gender-specific estimates are fully available -life
expectancy.

Despite these constraints, it is interesting to
compare the two gender-specific HDIs constructed
on the basis of existing and estimated data (see the
figure and table). The intercountrydifferences lead
to two conclusions.

First, as countries move up the HDI scale,
there is a clearoverall tendency for the female index
to approach and finally overtake the male index.
This is primarily the effect of the lower female adult
literacy levels dampened down by the effect of
higher female life expectancy levels.

Second, among countries with very similar
HDIs, there is enormous variation in the female­
male disparity, particularly among countries be­
longing to the low and medium HDI groups.

For example, Tanzania, Pakistan and India are
next to each other in their low HDIrank (35 to 37),
yet their female-male disparities are very different.
The female HDI as a percentage of the male HDI
ranges from 96 in Tanzania to 83 in Pakistan to 77
in India. Similarly, the Philippines, China and
SaudiArabia are next to each other in their medium
HDI rank (64 to 66), yet their female-male HDI
values range from 99% in the Philippines to 87% in
China and to 82% in Saudi Arabia. Perhaps most
interesting of all is the fact that the disparity range
of 99 to 82 in the three adjacent medium HDI
countries is not all that different from the disparity
range of 96 to 77 in the three adjacent low HDI
countries.

These comparisons show that national aver­
ages may conceal distressingly large gender dispari­
ties. More professional work needs to be done to

bring out clearly the state of the human condition
separately for men and women.

13010075

4. A female and male human development index
It would be desirable to present separate HDIs for
females and males because of the considerable
gender inequality that persists. The narrowing of
gender disparities should therefore be carefully
monitored, and that requires relevant information.

Data limitations pose several problems, how­
ever.

Income, expressed as the log of the real (pur­
chasing-power-parity adjusted) gross domestic
product (GDP) per capita, does not differentiate
between males and females. In reality, however, we
know that the per capita income of females is far
less than that of males in all countries.

For adult literacy, the great majority of coun­
tries with gender-specific estimates show female
literacy rates significantly below those for males, a
disparity that steadily narrows in moving up the
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130 countries ranked by national HDI
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HDI: National, female and male
Human Human

development Male Female development Male Female
index HDI HDI index HDI HDI

Low human development
1 Niger 0.116 0.114 0.122 67 Libyan Arab Jam. 0.719 0.774 0.665
2 Mali 0.143 0.146 0.145 68 South Africa 0.731 0.741 0.721
3 Burkina Faso 0.150 0.159 0.146 69 Lebanon 0.735 0.766 0.704
4 Sierra Leone 0.150 0.166 0.141 70 Mongolia 0.737 0.757 0.738
5 Chad 0.157 0.195 0.124 71 Nicaragua 0.743 0.744 0.733
6 Guinea 0.162 0.189 0.142 72 Turkey 0.751 0.798 0.709
7 Somalia 0.200 0.201 0.201 73 Jordan 0.752 0.799 0.711
8 Mauritania 0.208 0.209 0.211 74 Peru 0.753 0.773 0.726
9 Afghanistan 0.212 0.265 0.171 75 Ecuador 0.758 0.766 0.751

10 Benin 0.224 0.247 0.205 76 Iraq 0.759 0.772 0.743
11 Burundi 0.235 0.252 0.221 77 United Arab Emirates 0.782 0.796 0.767
12 Bhutan 0.236 0.290 0.188 78 Thailand 0.783 0.795 0.771
13 Mozambique 0.239 0290 0.197 79 Paraguay 0.784 0.799 0.777
14 Malawi 0.250 0.286 0.219 80 Brazil 0.784 0.782 0.788
15 Sudan 0.255 0.279 0.237 81 Mauritius 0.788 0.806 0.770
16 Central African Rep. 0.258 0.290 0.230 82 Korea, Dem. Rep. 0.789 0.801 0.798
17 Nepal 0.273 0.327 0.220 83 Sri Lanka 0.789 0.807 0.775
18 Senegal 0.274 0.291 0.261 84 Albania 0.790 0.809 0.776
19 Ethiopia 0.282 0.275 0.296
20 Zaire 0.294 0.354 0.241 High human development
21 Rwanda 0.304 0.347 0.267 85 Malaysia 0.800 0.826 0.774
22 Angola 0.304 0.321 0292 86 Colombia 0.801 0.775 0.783
23 Bangladesh 0.318 0.361 0.277 87 Jamaica 0.824 0.824 0.826
24 Nigeria 0.322 0.354 0.295 88 Kuwait 0.839 0.861 0.817
25 Yemen Arab Rep. 0.328 0.380 0.280 89 Venezuela 0.861 0.859 0.864
26 Liberia 0.333 0.369 0.304 90 Romania 0.863 0.862 0.867
27 Togo 0.337 0.372 0.306 91 Mexico 0.876 0.875 0.879
28 Uganda 0.354 0.395 0.320 92 Cuba 0.877 0.886 0.872
29 Haiti 0.356 0.353 0.361 93 Panama 0.883 0.887 0.878
30 Ghana 0.360 0.391 0.333 94 Trinidad and Tobago 0.885 0.888 0.882
31 Yemen, PDR 0.369 0.424 0.319 95 Portugal 0.899 0.907 0.893
32 Cote d'ivoire 0.393 0.425 0.368 96 Singapore 0.899 0.925 0.880
33 Congo 0.395 0.418 0.376 97 Korea, Rep. 0.903 0.900 0.884
34 Namibia 0.404 0.413 0.415 98 Poland 0.910 0.900 0.925
35 Tanzania, United Rep. 0.413 0.482 0.465 99 Argentina 0.910 0.905 0.918
36 Pakistan 0.423 0.463 0.383 100 Yugoslavia 0.913 0.931 0.899
37 India 0.439 0.500 0.387 101 Hungary 0.915 0.905 0.927
38 Madagascar 0.440 0.459 0.423 102 Uruguay 0.916 0.906 0.919
39 Papua New Guinea 0.471 0.509 0.441 103 Costa Rica 0.916 0.921 0.913
40 Kampuchea, Dem. 0.471 0.502 0.435 104 Bulgaria 0.918 0.915 0.923
41 Cameroon 0.474 0.491 0.430 105 USSR 0.920 0.901 0.938
42 Kenya 0.481 0.510 0.449 106 Czechoslovakia 0.931 0.922 0.942
43 Zambia 0.481 0.517 0.450 107 Chile 0.931 0.921 0.935
44 Morocco 0.489 0.518 0.457 108 Hong Kong 0.936 0.963 0.917

109 Greece 0.949 0.972 0.931
Medium human development 110 German Dem. Rep. 0.953 0.951 0.956

45 Egypt 0.501 0.549 0.453 111 Israel 0.957 0.973 0.943
46 Lao PDR 0.506 0.535 0.479 112 USA 0.961 0.953 0.969
47 Gabon 0.525 0.550 0.502 113 Austria 0.961 0.953 0.969
48 Oman 0.535 0.589 0.481 114 Ireland 0.961 0.961 0.962
49 Bolivia 0.548 0.575 0.523 115 Spain 0.965 0.973 0.960
50 Myanmar 0.561 0.568 0.552 116 Belgium 0.966 0.961 0.972
51 Honduras 0.563 0.560 0.566 117 Italy 0.966 0965 0.969
52 Zimbabwe 0.576 0.598 0.553 118 New Zealand 0.966 0.964 0.970
53 Lesotho 0.580 0.505 0.648 119 Germany, Fed. Rep. 0.967 0.963 0.972
54 Indonesia 0.591 0.625 0.559 120 Finland 0.967 0.957 0.978
55 Guatemala 0.592 0.609 0.573 121 United Kingdom 0.970 0.969 0.972
56 Viet Nam 0.608 0.633 0.611 122 Denmark 0.971 0.971 0.974
57 Algeria 0.609 0.652 0.567 123 France 0.974 0.963 0.986
58 Botswana 0.646 0.636 0.653 124 Australia 0.978 0.974 0.984
59 EI Salvador 0.651 0.630 0.656 125 Norway 0.983 0.979 0.989
60 Tunisia 0.657 0.711 0.603 126 Canada 0.983 0.978 0.990
61 Iran, Islamic Rep. 0.660 0.702 0610 127 Netherlands 0.984 0.980 0.990
62 Syrian Arab Rep. 0.691 0.748 0.635 128 Switzerland 0986 0.983 0.991
63 Dominican Rep. 0699 0.696 0.698 129 Sweden 0.987 0986 0.989
64 Saudi Arabia 0.702 0.757 0.621 130 Japan 0.996 0.996 0.996
65 Philippines 0.714 0.715 0.711
66 China 0.716 0.771 0.669
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5. Deficiencies in social statistics
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This first Human Development Report relies on
readily available data. In many respects this has
limited the scope and depth ofits analysis. Notonly
are many relevant concerns not reflected adequately
through existing statistics, but the data that are
available often have an inadequate coverage of
countries and are seriously lacking in timeliness.

Inadequate data

Many indicators and subject areas were omitted
simply because there were too few countries with
comparable, reliable data. The more important
omissions make a formidable list: wages, unem­
ployment and underemployment, public expendi­
tures in the various sectors by provincial and local
authorities, development assistance to individual
countries by sector, capital £light, prices of the main
staple foods or any satisfactory indicator of food
access, access and use of social services by various
income groups, the conditions of those living in
urban slums, which is a rapidly growing problem,
the internal allocations of health expenditures, the
whole area of morbidity and health status, net
secondaryenrolment ratios, educational attainment
(the stock of human development), educational
achievement (the qualitative output of the educa­
tion system), the brain drain, keyrural-urban differ­
entials such as income and age-specific mortality,
health facilities, enrolment, dropout and literacy
and key female-male differentials, such as income,
age-specific mortality and health.

Incomplete country coverage

Turning to the indicators that are included in the
tables, as many as a third of the some 120 indicators
were not readily available in some comparable form
in a third of the countries. This shows the crippling
lack of key indicators of human development.
Among the indicators absent in so many countries
are some of the most important ones: access to
health services or to safe water or to sanitation,
total, rural and urban; underweight, wasted, and
stunted children; breast-feeding; adult literacy, to­
tal, male and female; net primary enrolment ratios,
total, urban and rural (a particularly shocking
omission); scientists and technicians; educated
unemployed; earnings per employee; GNP per
capita and income share of the poorest 40%; ratio
of the highest 20% to the lowest 20%; the Gini
coefficient; urban and rural population below the
poverty line; persons per habitable room; and de­
forestation. Just reading this list tells the story.

Lack ofreliability and timeliness

In addition to availability and coverage are ques­
tions of reliability. Some indicators with limited
coverage, such as the nutritional status of children,
are very reliable. So are a number of economic

indicators with comprehensive coverage, such as
the balance of payments, debt, and trade. Other
indicators such as literacy, access to health services,
and maternal mortality are only very broad approxi­
mations: sometimes there is a lack of representa­
tive national data (access to health services), and
sometimes there is difficulty in controlling the
quality of the definition in practice (literacy).

As to timeliness, some indicators are fairly up­
to-date because of their institutional origin (enrol­
ment, from school records) or because they are
processed very quickly from small-scale household
surveys (assessments of health interventions or
nutritional status). Other indicators - such as
literacy, income distribution and poverty- are far
less timely because they come from infrequent and
complex household surveys (income and poverty),
or have traditionally been obtained only from the
decennial population censuses (literacy). It is
sometimes necessary to go back to the beginning of
the 1980s to cover a reasonable number of coun­
tries. There is a great need to ask fewer questions
of fewer people more frequently.

Next steps

Which of all these statistical gaps and weaknesses
should governments and international agencies
address as priorities? In every country, no matter
how poor, extensive statistical activities are taking
place. There are the regular statistical operations
allied to the administrative process, the large-scale
(regular but infrequent) operations such as the
population, housing and agricultural censuses, and
a considerable number of surveys and case studies
undertaken independently by various governmen­
tal and academic agencies. Programmes for im­
proving statistics ofhuman development should try
to build on and rationalise existing activities, par­
ticularly the various surveys and case studies ­
being careful to avoid unnecessary duplication.
They should also seek to link the improvement of
the data situation to decisionmaking on develop­
ment, especially the monitoring of overall trends in
priority areas.

In light of the above discussion, it is difficult to
establish clear-cut national priorities for improved
data collection. One focus may be suggested,
however. It is important that HDI calculations be
improved and made more comparable among vari­
ous countries. For this purpose, the following steps
deserve priority:

Better data collection and analysis should be
organised for the three essential components of
HDI: life expectancy, adult literacy and real in­
come (purchasing-power-adjusted).

Distribution of these three components by
income groups should be investigated so that the
HDI can be made distributionally sensitive.

Distribution of these three components be­
tween males and females, between rural and urban

TECHNICAL NOTES



and among regional areas should also be investi­
gated so that separate HDls can be constructed
that are sensitive to gender differences and geo­
graphical differences.

In addition, it is necessary to collect compre­
hensive information on social sector budgets, which
are one of the most important instruments for
improved human development. Data should cover
all social sector expenditures, whether by govern­
ment (central, provincial or local), by private sector
or by NGOs. Detailed data should be collected for
expenditure in environment and other social fields,

TECHNICAL NOTES

with a break-up for each important subsector (such
as primary, secondary and tertiary education; gen­
eral and technical education; preventive and cura­
tive health care). Data should also be collected on
all social subsidies, their coverage and their impact
on various income groups. Many of these data are
not easily available at present, except for a few
selected countries. Meaningful analysis of meso
interventions or concrete proposals for budget
restructuring cannot be prepared unless such data
are available for all countries on a comparable and
continuous basis.
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Selected definitions

Birth rate (crude) The annual number of
births per 1,000 population.

Births attended The percentage of births
attended by physicians, nurses, midwives,
trained primary health care workers or trained
traditional birth attendants.

Budget surplus or deficit Current capital
revenue and grants received, less total expen­
diture and lending minus repayments.

Calorie supply See Daily calorie supply.
Child malnutrition See Underweight.
Childmortality See Under-five mortality.
Contraceptive prevalence rate The per-

centage ofmarried women ofchildbearing age
who are using, or whose husbands are using,
any form of contraception: that is, modern or
traditional methods.

Daily calorie requirement per capita The
average number of calories needed to sustain
aperson at normal levels of activity and health,
taking into account the distribution by age,
sex, body weight and environmental tempera­
ture.

Daily calorie supply per capita The calo­
rie equivalent of the net food supplies in a
country, divided by the population, per day.

Death rate (crude) The annual number
of deaths per 1,000 population.

Debt service The sum of repayments of
principle (amortisation) and paymentsofinter­
est made in foreign currencies, goods or serv­
ices on external, public, publicly guaranteed
and private nonguaranteed debt.

Dependency ratio The ratio of the popu­
lation defined as dependent, under 15 and
over 64 years, to the working-age population,
aged 15-64.

Domestic savings (gross) The gross do­
mestic product less government and private
consumption.

Dropout rate The proportion of the chil­
dren entering the first grade ofprimary school
who do not successfully complete that level in
due course.

HUMAN DEVELOPMENT INDICATORS

Earnings per employee Earnings in con­
stant prices derived by deflating nominal earn­
ings per employee by the country's consumer
price index.

Educated unemployed as a percentage of
total unemployed The number ofprofessional,
technical and reiated workers (International
Standard Classification of Occupatiohs
(ISCO) major group 0/1) and administrative
and managerial workers (lSCO major group
0/2) reported as unemployed as a proportion
of the totai number ofworkers reported as un­
employed. The number of persons unem­
ployed includes those without work and those
currently available for work as well as those
seeking work.

Education expenditures Expenditures on
the provision, management, inspection and
support ofpreprimary, primary and secondary
schools; universities and colleges; vocational,
technical and other training institutions; and
general administration and subsidiary serv­
ices.

Employees Regular employees, working
proprietors, active business partners, and
unpaid family workers, but excluding home­
workers.

Enrolment ratios (gross and net) The gross
enrolment ratio is the number enrolled in a
level of education, whether or not they belong
in the relevant age group for that level, ex­
pressed as a percentage of the population in
the relevant age group for that level. The net
enrolment ratio is the number enrolled in a
level of education who belong in the relevant
age group, expressed as a percentage of the
population in that age group.

Expenditures
See Government expenditures.

Exports ofgoods andservices The value of
all goods and nonfactor services provided to
the rest of the world, including merchandise,
freight, insurance, travel and other nonfactor
servIces.

181



182

Female-male gap A set of national, re­
gional and other estimates in which all the
figures for females are expressed in relation to
the corresponding figures for males which are
indexed to equal 100.

Fertility rate (total) The average number
of children that would be born alive to a
woman during her lifetime, if she were to bear
children at each age in accord with prevailing
age-specific fertility rates.

Food atd in cereals Cereals provided by
donor countries and international organisa­
tions, including the World Food Programme
and the International Wheat Council, as re­
ported for that particular crop year. Cereals
include wheat, flour, bulgur, rice, coarse grain
and the cereal components of blended foods.

Food import dependency ratio The ratio
offood imports to the food available for inter­
nal distribution, that is, the sum of food pro­
duction plus food imports minus food ex­
ports.

Food production per captta index The
average annual quantity of food produced per
capita in relation to that produced in the
indexed year. Food is defined as comprising
nuts, pulses, fruit, cereals, vegetables, sugar
cane, sugar beets, starchy roots, edible oils,
livestock and livestock products.

Gini coefficient A measure that shows
how close a given distribution of income is to
absolute equality or inequality. Named for
Corrado Gini, the Gini coefficient is a ratio of
the area between the 45° line and the Lorenz
curve and the area ofthe entire triangle. As the
coefficient approaches zero, the distribution
of income approaches absolute equality.
Conversely, as the coefficient approaches 1,
the distribution of income approaches abso­
lute inequality.

Government expendttures Expenditures
by all central government offices, departments,
establishments and otherbodies that are agen­
cies or instruments of the central authority of
a country. It includes both current and capital
or developmental expenditures but excludes
provincial, local and private expenditures.

Gross domestic product (GDP) The total
for final use of output of goods and services
produced by an economy, by both residents
and nonresidents, regardless of the allocation
to domestic and foreign claims.

Gross nationalproduct (GNP) The total
domestic and foreign value added claimed by
residents, calculated without making deduc­
tions for depreciation. It comprises GDP plus

net factor income from abroad, which is the in­
come residents receive from abroad for factor
services (labour and capital), less similar pay­
ments made to nonresidents who contribute
to the domestic economy.

GNPpercapita andgrowth rates The gross
national product divided by the population.
Annual GNPs per capita are expressed in cur­
rent U.S. dollars. GNP per capita growth
rates are annual average growth rates that
have been computed by fitting trend lines to
the logarithmic values of GNP per capita at
constant market prices for each year of the
time period.

Gross enrolment ratio
See Enrolment ratio.

Health expenditures Expenditures onhos­
pitals, health centres and clinics, health insur­
ance schemes, and family planning.

Health services access The percentage of
the population that can reach appropriate
local health services on foot or by the local
means of transport in no more than one hour.

Immunised The average of the vaccina­
tion coverages of children under one year of
age for the four antigens used in the Universal
Child Immunization Programme(UCI).

Income share The income both in cash
and kind accruing to percentile groups of
households ranked bytotalhousehold income.

Infant mortality rate The annual number
of deaths of infants under one year of age per
1,000 live births. More specifically, the proba­
bility of dying between birth and exactly one
year of age.

Inflation rate The average annual rate of
inflation measured by the growth of the GDP
implicit deflator for each ofthe periods shown.

Labour force The economically active
population, including the armed forces and
the unemployed, but excluding homemakers
and other unpaid caregivers.

Least developed countries A group of de­
veloping countries established by the United
Nations General Assembly. Most of these
countries suffer from one or more of the
following constraints: a GNP per capita of
around $300 or less, land-locked, remote in­
sularity, desertification, and exposure to
natural disasters.

Life expectancy at birth The number of
years a newborn infant would live ifprevailing
patterns of mortality at the time of its birth
were to stay the same throughout its life.

Literacy rate (adult) The percentage of
persons aged 15 and over who can, with un-
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derstanding, both read andwrite a short simple
statement on everyday life.

Logarithm One of a class of arithmetical
functions, invented by Lord Napier, tabulated
for use in abridging calculations by substitut­
ing addition and subtraction for multiplica­
tion and division.

Logarithmic trans/ormation A transfor­
mation of a variable x to a new variable y by
some such relation asy =a+b log (x-c). There
are a number of contexts in which such trans­
formations are useful in statistics: for ex­
ample, to normalise a frequency function, to
stabilise avariance, and to reduce a curvilinear
to a linear relationship in regression or probit
analysis.

Low birth weight The percentage of
babies born weighing less than 2,500
grammes.

Malnutrition
See Underweight, Wasting and Stunting.

Maternal mortality rate The annual
number of deaths ofwomen from pregnancy­
related causes per 100,000 live births.

Military expenditures Expenditures,
whether by defense or other departments, on
the maintenance of military forces, including
the purchase of military supplies and equip­
ment, construction, recruiting, training and
military aid programs.

Net enrolment ratio
See Enrolment ratio.

North
See South-North gap.

Official development assistance (ODA)
The net disbursements of loans and grants
made on concessional financial terms byoffi­
cial agencies of the members of the Develop­
ment Assistance Committee (DAC), the Or­
ganisation for Economic Co-operation and
Development (OECD), the Organisation of
Petroleum Exporting Countries (OPEC), and
so on, to promote economic development and
welfare including technical cooperation and
assistance.

Population density The total number of
inhabitants divided by the surface area.

Population growth rate The annual
growth rate of the population calculated from
mid-year.

Poverty line That income level below
which a minimum nutritionally adequate diet
plus essential nonfood requirements are not
affordable.

Primary education Education at the first
level (International Standard Classification of
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Education (ISCED) levell), the main func­
tion of which is to provide the basic elements
of education - such as elementary schools
and primary schools.

Purchasing power parities (PPP)
See Real GDP per capita.

Real GDP per capita The use of official
exchange rates to convert the national cur­
rency figures to U.S. dollars does not attempt
to measure the relative domestic purchasing
powers of currencies. The United Nations
International Comparison Project (ICP) has
developed measures of real GDP on an inter­
nationally comparable scale using purchasing
power parities (PPP), instead of exchange
rates, as conversion factors, and expressed in
international dollars.

Real per capita expenditures The expen­
ditures for each item in each country ex­
pressed in relation to those in the United
States, based on the national currencytotal for
each item converted to international dollars
by the purchasing power for that item. This
comparisonofquantities for eachitemis based
on the common set of international prices
applied across all the countries that are used in
the International Price Comparison Project.
(See Real GDP per capita). These expendi­
tures are then expressed in relation to the cor­
responding average expenditure of the indus­
trial countries, which are indexed to equal
100.

Rural population The percentage of the
population living in rural areas as defined
according to the national definition used in
the most recent population census.

Rural-urban disparity A set of national,
regional and other estimates in which all the
rural figures are expressed in relation to the
corresponding urban figures which are in­
dexed to equallOO.

Safe water access The percentage of the
population with reasonable access to safe water
supply including treated surface waters, or
untreated but uncontaminated water such as
that from springs, sanitarywells and protected
boreholes.

Sanitation access The percentage of the
population with access to sanitary means of
excreta and waste disposal, including outdoor
latrines and composting.

Secondary education Education at the
second level (ISCED levels 2 and 3), based
upon at least four years previous instruction at
the first level, and providing general or special­
ised instruction or both - such as middle
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schools, secondary schools, high schools,
teacher-training schools at this level and schools
of a vocational or technical nature.

South-North gap A set of national, re­
gional and other estimates in which all the
figures are expressed in relation to the corre­
sponding average figures for all the industrial
countries, which are indexed to equal 100.

Stunting The percentage of children,
between 24 to 59 months, below minus two
standard deviations from the median height­
for-age of the reference population.

Tertiary education Education at the third
level (ISCED levels 5, 6 and 7) - such as
universities, teachers' colleges and higher
professional schools - requiring as a mini­
mum condition of admission, the successful
completion ofeducation at the second level or
evidence of the attainment of an equivalent
level of knowledge.

Underjive mortality rate The annual
number of deaths of children under five years
of age per 1,000 live births. More specifically,
the probability of dying between birth and
exactly five years of age.

Underweight (moderate and severe child
malnutrition) The percentage of children,
under the age of five, below minus two stan­
dard deviations from the median weight-for­
age of the reference population.

Unemployed See Educated unemployed.
Urban population The percentage of the

population living in urban areas as defined
according to the national definition used in
the most recent population census.

Wasting The percentage of children,
between 12 and 23 months, below minus two
standard deviations from the median weight­
for-height of the reference population.

Water access See Safe water.
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Classification of countries

Countries in the human development aggregates

Low human development
(HDI below 0.500)

Afghanistan
Angola
Bangladesh
Benin
Bhutan
Burkina Faso
Burundi
Cameroon
Central African Rep.
Chad
Congo
Cote d'Ivoire
Ethiopia
Ghana
Guinea
Haiti
India
Kampuchea, Dem.
Kenya
Liberia
Madagascar
Malawi
Mali
Mauritania
Morocco
Mozambique
Namibia
Nepal
Niger
Nigeria
Pakistan
Papua New Guinea
Rwanda
Senegal
Sierra Leone
Somalia
Sudan
Tanzania, United Rep.
Togo
Uganda
Yemen Arab Rep.
Yemen,PDR
Zaire
Zambia

Medium human development
(HDI 0.500 to 0.799)

Albania
Algeria
Bolivia
Botswana
Brazil
China
Dominican Rep.
Ecuador
Egypt
El Salvador
Gabon
Guatemala
Honduras
Indonesia
Iran, Islamic Rep.
Iraq
Jordan
Korea, Dem. Rep.
LaoPDR
Lebanon
Lesotho
Libyan Arab Jamahiriya
Mauritius
Mongolia
Myanmar
Nicaragua
Oman
Paraguay
Peru
Philippines
Saudi Arabia
South Africa
Sri Lanka
Syrian Arab Rep.
Thailand
Tunisia
Turkey
United Arab Emirates
VietNam
Zimbabwe

High human development
(HDI 0.800 and above)

Argentina
Australia
Austria
Belgium
Bulgaria
Canada
Chile
Colombia
Costa Rica
Cuba
Czechoslovakia
Denmark
Finland
France
German Dem. Rep.
Germany, Fed. Rep.
Greece
Hong Kong
Hungary
Ireland
Israel
Italy
Jamaica
Japan
Korea, Rep.
Kuwait
Malaysia
Mexico
Netherlands
New Zealand
Norway
Panama
Poland
Portugal
Romania
Singapore
Spain
Sweden
Switzerland
Trinidad and Tobago
United Kingdom
Uruguay
USA
USSR
Venezuela
Yugoslavia
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Countries in the regional aggregates

Sub-Saharan Africa

Angola
Benin
Botswana
Burkina Faso
Burundi
Cameroon
Central African Rep.
Chad
Congo
Cote d'Ivoire
Ethiopia
Gabon
Ghana
Guinea
Kenya
Lesotho
Liberia
Madagascar
Malawi
Mali
Mauritania
Mauritius
Mozambique
Namibia
Niger
Nigeria
Rwanda
Senegal
Sierra Leone
Somalia
South Africa
Tanzania, United Rep.
Togo
Uganda
Zaire
Zambia
Zimbabwe

South Asia

Afghanistan
Bangladesh
Bhutan
India
Iran, Islamic Rep.
Nepal
Pakistan
Sri Lanka

Middle East and North Africa

Algeria
Egypt
Iraq
Jordan
Kuwait
Lebanon
Libyan Arab Jamahiriya
Morocco
Oman
Saudi Arabia
Sudan
Syrian Arab Rep.
Tunisia
Turkey
United Arab Emirates
Yemen Arab Rep.
Yemen,PDR

East and Southeast Asia

China
Hong Kong
Korea, Dem. Rep.
Korea, Rep.
Mongolia
Indonesia
Kampuchea, Dem.
LaoPDR
Malaysia
Myanmar
Papua New Guinea
Philippines
Singapore
Thailand
VietNam

Asia and Oceania

Afghanistan
Bangladesh
Bhutan
China
Hong Kong
India
Indonesia
Iran, Islamic Rep.
Kampuchea, Dem.
Korea, Dem. Rep.
Korea, Rep.
LaoPDR
Malaysia
Mongolia
Myanmar
Nepal
Pakistan
Papua New Guinea
Philippines
Singapore
Sri Lanka
Thailand
Viet Nam

Latin America and the Caribbean

Argentina
Bolivia
Brazil
Chile
Colombia
Costa Rica
Cuba
Dominican Rep.
Ecuador
El Salvador
Guatemala
Haiti
Honduras'
Jamaica
Mexico
Nicaragua
Panama
Paraguay
Peru
Trinidad and Tobago
Uruguay
Venezuela
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Countries in the income aggregates

Low-income
(GNP per capita below $500)

Mghanistan
Angola
Bangladesh
Benin
Bhutan
Burkina Faso
Burundi
Central African Rep.
Chad
China
Ethiopia
Ghana
Guinea
Haiti
India
Indonesia
Kampuchea, Dem.
Kenya
LaoPDR
Lesotho
Liberia
Madagascar
Malawi
Mali
Mauritania
Mozambique
Myanmar
Nepal
Niger
Nigeria
Pakistan
Rwanda
Sierra Leone
Somalia
Sri Lanka
Sudan
Tanzania, United Rep.
Togo
Uganda
VietNam
Yemen,PDR
Zaire
Zambia

Middle-income
(GNP per capita $500 to $5,999)

Albania
Algeria
Argentina
Bolivia
Botswana
Brazil
Bulgaria
Cameroon
Chile
Colombia
Congo
Costa Rica
Cote d'Ivoire
Cuba
Czechoslovakia
Dominican Rep.
Ecuador
Egypt
El Salvador
Gabon
Greece
Guatemala
Honduras
Hungary
Iran, Islamic Rep.
Iraq
Jamaica
Jordan
Korea, Dem. Rep.
Korea, Rep. of
Lebanon
Libyan Arab Jamahiriya
Malaysia
Mauritius
Mexico
Mongolia
Morocco
Namibia
Nicaragua
Oman
Panama
Papua New Guinea
Paraguay
Peru
Philippines
Poland
Portugal
Romania
Senegal
South Mrica
Syrian Arab Rep.
Thailand
Trinidad and Tobago
Tunisia
Turkey
Uruguay
USSR
Venezuela
Yemen Arab Rep.
Yugoslavia
Zimbabwe

High-income
(GNP per capita $6,000 and above)

Australia
Austria
Belgium
Canada
Denmark
Finland
France
German Dem. Rep.
Germany, Fed. Rep.
Hong Kong
Ireland
Israel
Italy
Japan
Kuwait
Netherlands
New Zealand
Norway
Saudi Arabia
Singapore
Spain
Sweden
Switzerland
United Arab Emirates
United Kingdom
USA
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Countries in the other aggregates

Leastdevelopedcountries All developing countries Industnal countn'es

Mghanistan
Bangladesh
Benin
Bhutan
Botswana
Burkina Faso
Burundi
Central Mrican Rep.
Chad
Ethiopia
Guinea
Haiti
LaoPDR
Lesotho
Malawi
Mali
Mauritania
Mozambique
Myanmar
Nepal
Niger
Rwanda
Sierra Leone
Somalia
Sudan
Tanzania, United Rep.
Togo
Uganda
Yemen Arab Rep.
Yemen,PDR

Mghanistan
Algeria
Angola
Argentina
Bangladesh
Benin
Bhutan
Bolivia
Botswana
Brazil
Burkina Faso
Burundi
Cameroon
Central Mrican Rep.
Chad
Chile
China
Colombia
Congo
Costa Rica
Cote d'Ivoire
Cuba
Dominican Rep.
Ecuador
Egypt
El Salvador
Ethiopia
Gabon
Ghana
Guatemala
Guinea
Haiti
Honduras
Hong Kong
India
Indonesia
Iran, Islamic Rep.
Iraq
Jamaica
Jordan
Kampuchea, Dem.
Kenya
Korea, Dem. Rep.
Korea, Rep.
Kuwait
LaoPDR
Lebanon
Lesotho
Liberia
Libyan ArabJamahiriya

Madagascar
Malawi
Malaysia
Mali
Mauritania
Mauritius
Mexico
Mongolia
Morocco
Mozambique
Myanmar
Namibia
Nepal
Nicaragua
Niger
Nigeria
Oman
Pakistan
Panama
Papua New Guinea
Paraguay
Peru
Philippines
Rwanda
Saudi Arabia
Senegal
Sierra Leone
Singapore
Somalia
South Mrica
Sri Lanka
Sudan
Syrian Arab Rep.
Tanzania, United Rep.
Thailand
Togo
Trinidad and Tobago
Tunisia
Turkey
Uganda
United Arab Emirates
Uruguay
Venezuela
VietNam
Yemen Arab Rep.
Yemen,PDR
Zaire
Zambia
Zimbabwe

Albania
Australia
Austria
Belgium
Bulgaria
Canada
Czechoslovakia
Denmark
Finland
France
German Dem. Rep.
Germany, Fed. Rep.
Greece
Hungary
Ireland
Israel
Italy
Japan
Netherlands
New Zealand
Norway
Poland
Portugal
Romania
Spain
Sweden
Switzerland
United Kingdom
USA
USSR
Yugoslavia
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Primary sources of data

Data for the topics in italics have been taken from
more than one major source.

Food and Agriculture Organization ofthe United
Nations (FAO)
Arable land. Calorie supply. Deforestation. Food
imports. Food production. Fuelwood. Land area.
Livestock.

Habitat
Persons per habitable room

Institute for Resource Development
Breastfeeding. Child malnutrition.

International Centre for Urban Studies
City population density.

International Labour Organisation (110)
Labour force. Unemployment.

International Monetary Fund (IMF)
Budget surplus/deficit. Inflation. International
reserves. Military, health andeducation expenditures.
State and local expenditures on social services.

Interparliamentary Union
Women in parliament.

Luxembourg Income Study Database (LIS)
Real GDP per capita poverty line.

Organisation for Economic Cooperation and
Development (OECD)
Debt service and interest payments. ODA, received
and given.

United Nations Children's Fund (UNICEF)
Breastjeeding. Child malnutrition. Immunisation.
Under-five mortality.

United Nations Development Programme
(UNDP)
Human development index (HDI). Selected liter­
acy estimates. Selected real GDP per capita esti­
mates.

United Nations Economic Commission for Eu­
rope (ECE)
Deforestation.

United Nations Educational Scientific and Cul­
turalOrganization (UNESCO)
Literacy. Primary school dropout. Radios. School,
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college and university enrolment. Scientists and
technicians. Teachers. Television.

United Nations Fund for Population Activities
(UNFPA)
Contraceptive prevalence.

United Nations IndustrialDevelopment Organi­
zation (UNIDO)
Earnings

United Nations Population Division
Birth and death rates. Dependency ratio. Fertility.
Infant and under-five mortality. Life expectancy.
Population: total, urban, and rural. Population
density.

United Nations Statistical Office
Exports and imports. GDP. Infant mortality. Per­
sons per habitable room. Real GDP per capita. Real
GDP per capita expenditures. Terms of trade.
Total population.

United States Agency for International Devel­
opment (USAID)
Real GDP per capita.

World Bank
Debt service and interest payments. Domestic sav­
ings. GDP, GNP and real GDPpercapita. House­
hold income. Military, health andeducation expendi­
tures. Population below poverty line. State and local
expenditures on social services.

World Fertility Survey
Breastfeeding.

World Food Programme (WFP)
Food aid.

World Health Organization (WHO)
Access to health services, safe water and sanitation.
Attendance at birth. Child malnutrition. Doctors
and nurses. Immunisation. Low birthweight.
Maternal mortality.

World Priorities Inc.
Armed forces. Military, health andeducation expen­
ditures.

World Resources Institute
Internal renewable water resource.
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