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Among recent efforts are the Stiglitz-Sen-Fitoussi Commis-
sion (www.stiglitz-sen-fitoussi.fr), the Organisation for Eco-
nomic Co-operation and Development project on measuring
well-being (www.oecd.org/progress) and the European Union
framework for multidimensional indicators (www.ec.europa.
eu/social/).

UNDP—HDRO 1990-2009; see inside back cover for a list of
HDRs.

The literature and experience are vast; see Alkire (2010) for a
review.

Sen 2002: 585.

Sen 2009a.

Crocker 2007; Narayan and Petesch 2007; Richardson 2006.

The Economist 1990.

The Economist 1991. The World Bank subsequently dropped
the income-based ranking in 1998 and now presents countries
alphabetically.

Anand and Sen 2000c.

Gertner 2010.

Kaletsky 1990.

Gittings 1990.

Seneviratne 1999.

Chahine 2005.

The Straits Times 1990.

John Williamson (1989) coined the term “Washington Consen-
sus” to describe the policy prescriptions that the International
Monetary Fund, World Bank and US Department of the Treasury
promoted for developing countries hit by the economic crises of
the 1980s. Key prescriptions were cutting government spend-
ing, reducing inflation, selling state enterprises, opening to
trade and liberalizing exchange and interest rates.

See Nayyar (2008) for a review of the evolution of development
thinking. On basic needs, see Ghai and others (1980).

The 1990 HOR (UNDP—HDRO 1990: 67; see inside back cover for
alistof HDRs) included a chapter on development strategies that
argued for “more realistic and operational” targets. The 1991
HDR developed these points, as did the 1994 HOR, which carried
the global compact idea forward. Key conferences and summits
over the period related to education (Jomtien 1990), children
(New York 1990), environment (Rio de Janeiro 1992), popula-
tion (Cairo 1994), social development (Copenhagen 1995) and
women (Beijing 1995).

UN 2000.

Hulme and Fukuda-Parr 2009: 4.

UNDP 2010.

New indicators have been added over time to address some of
these dimensions, as in 2005 when a target on access to repro-
ductive health was added.

This is clearly indicated in a box authored by Sen as co-chair
of the Commission on Human Security (2003). See also Alkire
(2003), Gasper (2005), ul Haq (1995) and Tajbakhsh and Che-
noy (2007).

Journat of Human Development and Capabilities 2003; Gasper
2005.
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International Commission on Intervention and State Sovereignty, the
2003 Commission of Human Security, the 2004 High-Level Panel
on Threats, Challenges and Change. See Jolly, Emmerij, and Weiss
(2009).

Including Canada, Japan, Norway and Switzerland.

African Union, European Union, Association of Southeast Asian
Nations, Organization of American States and League of Arab
States. See UN (2010a).

UN 2010a.

Anand and Sen 2000b; Osmani 2005; Sen 2004, 2005.

Vizard 2006.

Edwards and Gaventa 2001: 277.

The Gallup World Poll asked respondents who had heard of
global warming whether they perceived it to be a serious threat.
On average, more than three-quarters of respondents in 126
countries described it as serious.

Neumayer 2010a.

Kant 1785; HDR 1994 (UNDP—HDRO 1994: 13; see inside back
cover foralist of HDRs); Anand and Sen 2000a: 2030.

WCED 1987: 43.

HDR 1994 (UNDP—HDRO 1994; see inside back cover for a list of
HDRs); Anand and Sen 2000a.

Jolly, Emmerij, and Weiss 2009.

World Bank 2000; Fukuda-Parr 2007.

F. Stewart 2010.

For a useful review see Nayyar (2008).

Lindauer and Pritchett 2002.

Alkire 2007; OECD 2008b.

Bourguignon 2004.

Stern 2006.

Rodrik 2006.

Narayan and others 1999.

Acemoglu, Johnson, and Robinson 2001; Bardhan 2006; Pritch-
ett, Woolcock, and Andrews 2010.

Polanyi 2002. See also Veblen (2007) and Myrdal (1957). Dis-
cussions about participatory development and management of
common resources also go back several decades; see Agarwal
(2001) for a useful review of participation, and Baland and Plat-
teau (1996) on property rights.

Rodrik (2006) provides an excellent review of the report.
Commission on Growth and Development 2008: 2.

The indicator set is updated over time, most recently in 2009,
when material deprivation and housing were added; see www.
peer-review-social-inclusion.eu/.

Duflo, Hanna, and Ryan 2009.

Mookherjee 2005; see also Deaton (2009) and Cartwright
(2009).

Seminal work is associated with Kahneman, Diener, and
Schwarz (1999) and Kahneman and Krueger (2006).

The well known paradox noted by Easterlin (1995) points out
that while richer people are happier than poorer people within
countries, there is no systemic relationship between income and
happiness above a certain income threshold either between
countries or over time (see Graham 2010). This paradox has been
challenged of late (see Stevenson and Wolfers 2008 and Deaton
2008) but not yet fully repudiated (see Krueger 2008).

w
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Kahneman 1999. See also Diener and others (2009).

Sen (1985b) provides a thorough analysis of agency and its
importance.

Sen (1999: 157) arques that the significance of democracy lies
“in three distinct virtues: (i) its intrinsic importance, (ii) its instru-
mental contributions and (iii) its constructive role in the creation
of values and norms [emphasis in original]."

Harding and Wantchekon 2010. See also Barbone and others
(2007).
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Gertner 2010.

See Raworth and Stewart (2002) for a survey.

For country-level values of the HDI and its components, see sta-
tistical table 1.

There are no major differences in the results when the new HDI
indicators are used; see Gidwitz and others (2010).

The analysis in this chapter and chapter 3 covers the 40-year
period since 1970. In many cases comparisons over such a long
period require restricting the sample to countries for which data
are available. For this reason, some of the aggregates presented
in these chapters differ from those presented in the statistical
tables.

Sixty countries are not covered by our sample. On aver-
age, they are somewhat less developed than countries in
the sample: life expectancy is three years shorter, literacy
is similar but gross enrolment is 6 percentage points lower,
and per capita income is $2,785 lower. This does not mean
that all countries excluded from the hybrid HDI sample are
poor: eight (including Germany and Singapore) are classified
today as developed according to the new HDI reported in sta-
tistical table 1. Their annual economic growth and changes
in health were slightly higher than in the rest of the sample,
while changes in gross enrolment and literacy were similar.
Obviously, this evidence is only partial because the data are
incomplete, but it suggests that the omission of these coun-
tries does not systematically bias the picture of progress that
emerges from our analysis.

We start with 1970 because that is the first year for which we
can calculate the HDI for a sufficiently large number of countries.
Unless otherwise noted, all dollar figures in this Report refer to
purchasing power parity—adjusted 2008 dollars.

Since the HDI is about people, we use averages weighted by
population, unless otherwise noted. The main exception relates
to policy indicators such as those discussed in chapter 3, where
the country is the relevant unit of observation. Unweighted
averages give a better sense of average country performance
and show an increase in the HDI from 0.53 in 1970, to 0.62 in
1990and t0 0.69in 2010.

Similarly, Easterly (2009) shows that choices about how to mea-
sure and set Millennium Development Goal targets significantly
affect which countries and regions are progressing most and
which are failing.

Specifically, the deviation from fit is the residual from a regres-
sion of changes in the HDI on the initial HDI level.
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Common alternatives to the deviation from fit are the absolute
change in the HDI, the HDI growth rate and the percentage
reduction of the shortfall from the maximum level. The four
methods applied coincide broadly in identifying the bottom
movers, which include such countries as the Democratic Republic
of the Congo, Moldova, Zambia and Zimbabwe. But the shortfall
reduction method comes out with different top performers: 9 of
the top 10 are developed countries, in contrast to at most 1in the
other three methods. China, Lao PDR, Nepal, Oman, Saudi Ara-
bia and South Korea are consistently among the top performers
regardless of method. See also Gray and Purser (2010) and Ranis
and Stewart (2010) for a comparison of alternative methods.

The Spence Commission on Growth and Development examined
13 success stories of countries that experienced high growth
over sustained periods since 1950. Of these, only four (China,
Indonesia, Oman and South Korea) coincide with our group of
top movers.

Pritchett 1997, UNDESA 2006; Ocampo, Vos, and Sundaram
2007.

Pritchett 1997.

The HDI upper bound is the result of a normalization that has
no effect on rates of change (see Technical note 1); thus, it is not
true in general that the functional form imposes a constraint on
progress at the top. On convergence caused by natural upper
bounds, see endnote 18.

Take, for example, the case of life expectancy. Although one
might expect that there is an upper limit, this is not generally
accepted by longevity researchers. Oeppen and Vaupel (2002)
show that female life expectancy in the top-ranked country has
advanced at a steady annual pace of three more months a year
over the past 160 years, with no deceleration over time.

To evaluate whether this generates the convergence, we
unbounded the variables through a logit transformation

I=In),

where x is the variable in question and X denotes its upper
bound and confirmed the convergence results. Beta conver-
gence tests (see Barro and Sala-i-Martin 2003) associated with
the logit transform of literacy, gross enrolment and mean years
of schooling reject the hypothesis of no convergence with p-val-
ues of less than 1 percent for all three variables. A statistically
significant decline in the relationship between initial levels and
log changes was found for all variables except income, both in
levels and in the logit transform. Alternative indicators (among
them years of tertiary schooling and undernourishment) con-
firm the convergence—albeit for shorter time spans and fewer
countries. For all nonincome variables except life expectancy,
the beta convergence effect weakens after 1990.

Proposals have been put forward to create a separate index for
developed countries to better distinguish among them; see Her-
rero, Martinez, and Villar (2010).

China’s gross enrolment ratio fell from 69 percent in 1976 to 50
percentin 1990 and has recovered to 68 percent today.

We created an indicator of quality-adjusted years of schooling
for 13 countries for which the dispersion fell from 1995 to 2007,
a suggestive but not conclusive result given the small sample
size.

Namely, the Congo, the Democratic Republic of the Congo,
Georgia, Kyrgyzstan, Moldova, Swaziland, Tajikistan, Ukraine,
Zambia and Zimbabwe.

Note, however, that the clustering does not occur at the top of
the scale in either figure 2.4 or figure 2.7, suggesting thatit is not
due to countries hitting an upper bound.

WHO 2008: 2.

This is consistent with a faster increase in longevity in develop-
ing countries as the higher absolute reductions in infant mortal-
ity have a significant effect on life expectancy. Also note that
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these values differ from those presented in figure 2.5, as the
figure uses decade averages from 1970s and 2000s.

Rajaratnam and others 2010.

UNICEF 2008.

Hogan and others 2010. These results have already sparked
some controversy, however; see Graham, Braunholtz, and
Campbell (2010).

UNICEF 2008.

For this as well as several other comparisons presented below,
we use decadal averages rather than specific years in order to
increase the size of the sample over which the comparison is
carried out.

Background research prepared for this Report suggests that
these phenomena may have contributed to a dual convergence,
with different sets of countries converging to different levels of
life expectancy. Countries whose life expectancy exceeded 55
years in 1965 continued converging to low mortality. However,
only a few countries with initial life expectancy below 55 years
made the transition. See Canning (2010).

UNAIDS 2008: 39.

For alternative views see Treisman (2010); Brainerd and Cutler
(2005); and World Bank (2010q).

Brainerd 2010.

Zaridze and others 2009.

Watson 1995.

Yates 2006.

Ridde and Diarra 2009; Yates 2006.

Daponte and Garfield 2000.

Brown, Langer, and Stewart 2008.

UNDP 2010.

Sen 1983.

An interesting potential research question, which could be
explored in future reports, is whether the correlation of hun-
ger is greater with multidimensional poverty than with income
poverty.

Shiva Kumar 2007.

Kasirye 2010.

Barrett and Maxwell 2005.

Dréze and Sen 1989,

FAQ 2010b. Data on undernourishment and food deprivation are
also in statistical table 8.

Olshansky and others 2005.

Strauss and Thomas 1998.

Nussbaum 2000.

Education is a consistent correlate of empowerment: in Bangla-
desh, see Kamal and Zunaid (2006); in Ethiopia, Legovini (2006);
inIndia, Gupta and Yesudian (2006); in Nepal, Allendorf (2007);
and in the Russian Federation, Lokshin and Ravallion (2005).
The positive effect of education on longevity has been found for
many countries, including Bangladesh (see Hurt, Ronsmans, and
Saha 2004), South Korea (see Khang, Lynch, and Kaplan 2004)
and the United States (see Cutler and Lleras-Muney 2006).

The gross enrolment ratio captures a country’s enrolment as a
share of the corresponding school-age population. Gross enrol-
ment ratios can exceed 100 percent when students are enrolled
who are not in the school-age population—due to grade rep-
etition or late school entry. The net enrolment ratio covers only
children who are in the age subgroup corresponding to a par-
ticular level of education—but such data are more limited and
ignore the benefits of education for those outside the “appropri-
ate” age group.

World Bank 2010g.

We say that the female gross enrolment ratio is close to or
greater than the male ratio when it exceeds 98 percent; see UN
(2009).

UNESC0 2010, tables 5 and 8.

World Bank 2010g.
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See Tanzi and Schuknecht (2000), which covers a sample of
now-developed countries. There are no systematic data on
spending on schooling in developing countries at the turn of
the 19th century, but the existing evidence indicates that it was
likely even less (Gargarella 2002).
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by oil. However, the use of base year prices to value growth in
oil-abundant economies tends to distort the results from pur-
chasing power parity—adjusted GDP series over long periods;
see endnote 78.

della Paolera and Taylor 2003: 5.

Chapter 3

1

10

n
12

13
14
15

16

7

18

19

20

21
22

Improvements in human development are measured using the
deviation from fit criterion presented in chapter 2.

The nonincome HDI comprises the health and education indices,
equally weighted. The correlation between changes in the non-
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This simple measure has gained broad endorsement in the com-
parative political literature (see Munck and Verkuilen 2002).
This category consists of countries that have not met the alter-
nation rule; see the previous endnote.
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See for example, Narayan and others (2000) and UNDESA
(2009b).

Because the aspects of well-being and inequality measured by
the GlI differ from those measured by the IHDI, the associated
loss in achievement can be higher than the loss in human devel-
opment captured by the [HDI.

Foster, Lopez-Calva, and Szekely 2005. See also Alkire and Fos-
ter (2010).

The measure is the general mean of general means, a class of
measures derived from Atkinson’s (1983) seminal work on the
measurement of inequality. Its basic desirable properties are path
independence (the order of aggregation across populations and
dimensions can be altered without affecting the value of the IHDI)
and subgroup consistency. See Technical note 2 for further details.
Calculating the [HDI requires setting a parameter that captures
how much people dislike inequality. The parameter can range
from 0 to infinity; we use a value of 1. This fairly mild adjustment
for inequality moderately penalizes inequality in each dimen-
sion; see Technical note 2 for more details. The choice of param-
eter involves a normative judgement analogous to that for other
policy-relevant norms—for example, in establishing a threshold
for relative and absolute poverty. It also reflects judgement about
how much inequality matters. The academic literature addresses
both theoretical and empirical issues (see Atkinson 1983 and
Pirttila and Uusitalo 2010). Another strand of the literature
attempts to distinguish between inequality that is justified and
inequality that is not (see Roemer 1998). Social preferences for
redistribution have been examined based on the tax and transfer
systems in place (see Bourguinon and Spadaro 2005).

Because of the multiplicative form of the HDI and the IHDI, the
loss in HDI due to inequality (1 — IHDI/HDI) falls between the
minimum and the maximum loss in dimensions.

Narayana 2008.

Thatis, the implicit welfare function is separable for the various
dimensions of the IHDI (Atkinson and Bourguignon 2000).
Anand and Sen 1995.

See Charmes and Wieringa (2003), who review the GDI and GEM
to construct the African Gender and Development index for the
Economic Commission for Africa, and Klasen (2006) on the GDI
and GEM.

Hawken and Munck (2009) and Klasen and Schiiler (2010) pro-
vide useful reviews.

Various other gender indices have adopted this approach—
including Social Watch's Gender Equity Index and the World
Economic Forum’s Global Gender Gap Index.

See Technical note 3. The aversion towards gender inequality
parameter is set at 2 while the aversion towards overlapping
deprivation is set at 1.
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While indicators in other dimensions are compared between
men and women, indicators of reproductive health are com-
pared to thresholds of no maternal death and no teenage
pregnancy.

The risk of maternal death is five times higher in teen births, in
part because girls” bodies are not yet fully developed (see Row-
bottom 2007). We use the adolescent fertility rate for girls ages
15-19. Fertility for girls below age 18 would be preferable, but
these data are not available.

IL02010c. This figure differs from the global female labour force
participation rate of 56.8 percent presented in statistical table
4 because of different schema used to weight country-specific
female labour force participation rates.

Desai 2010.

The GDI relied on the gender ratio of nonagricultural wages,
but the nonagricultural formal sector is limited in size in many
developing countries and the gap may not have been represen-
tative of the overall picture.

This is not driven solely by the fact that both measures of
inequality are (negatively) correlated with HDI: the correlation
between the residuals of both inequality measures on the HDI is
048, which is significant at 1 percent.

Compared with HDR 2009 (UNDP—HDRO 2009; see inside back
cover for a list of HDRs), the total coverage is lower than that for
the GDI (155) but well above that for the GEM (109). As noted
earlier, the previous approach relied heavily on imputations,
which is not the case for the GI. The countries lacking sufficient
data to adjust for the Gll have HDI ranks from 6 (Lichtenstein) to
164 (Guinea-Bissau).

Thisis echoed in Pogge (2009: 21): “A credible index of develop-
ment must be sensitive to whether an increase in literacy goes
to landowners or the landless, an improvement in medical care
goes to children or to aged, an increase in enrolment to privi-
leged university students or to children in slums, an increase
in life expectancy to the elite or to the marginalized, enhanced
physical security to males or to females.”

Alkire and Foster 2009; Alkire and Santos 2010; Bourguignon
and Chakravarty 2003; Brandolini and D'Alessio 2009.

Anand and Sen 1997.

See for example, Kanbur and Squire (2001) and Micklewright
and Stewart (2001).

Population figures refer to 2010. This assumes that the poverty
rates in the year of the most recent survey (which goes back as
far as 2000) adequately reflect poverty today. Because none of
these surveys post-dates the more recent economic crisis, these
may well be underestimates.

The average HDI of countries where the MPI headcount
exceeded $1.25 a day poverty rate was 0.49; the average for
countries where income poverty exceeded the MPI headcount
was 0.60.

Income poverty estimates of less than $1.25 a day exclude the
following countries because of lack of data: Belize, Czech Repub-
lic, Guyana, Iraq, Mauritius, Myanmar, Occupied Palestinian Ter-
ritories, Somalia, Suriname, Syrian Arab Republic, Trinidad and
Tobago, United Arab Emirates and Zimbabwe. Excluding these
countries, the total number of multidimensionally poor people
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