Chapter One

ECONOMIC DEVELOPMENT
AND HUMAN DEVELOPMENT

I. ECONOMIC DEVELOPMENT

Modern theories of economic development appeared principdly after the Second World
War. Indeed, the term economic development was rarely used in economic literature before
that time (Arndt, 1987). These theories were gredtly influenced, initidly a leest, by the podt-
war experience of Europe and the grest dedtruction that the war caused in the productive
infragtructure of European countries. The man experience of development economids of thet
time was, therefore, in the recondruction of Europe. It was not until the late 1950s, dfter the
virtua completion of the recondruction process in Europe and the emergence of scores of
newly independent developing countries bent on economic development, that the man
attention of development economists shifted from recongtruction to development.

The basc gpproach of ealy devdopment theories was smple and, in the crcumstances
of Europe a tha time, quite effective Wha was needed, the argument went, was a mass
infuson of cgpitd into the European economies which, together with auderity meesures,
would reectivate the indudrid base of these economies and bring them to a levd of sudained
economic growth (Harrod, 1939 and 1948, and Domar, 1946, and aso post-war theories eg.,
Hirschman, 1958, Nurkse, 1955 and Rosengtein-Rodan, 1984). Since a the time the only
country that could infuse such enormous amounts of capitd was the United States, the
Ameican adminidration edablished the Marshdl Plan through which billions of US dalars
were tranderred to Europe in the form of grants The sodd and humen infragtructure of
European countries fill in place and highly developed, the Marshdl Plan was a great success.

Evidence rgpidly accumulated showing that only a portion of the growth of output over
time can be daidicdly explaned by changes in the quantity of conventiond factors of
production. The resdud growth must be explained largey by changes in the quality of the
labour force, that is, by the deveopment of human resources. Empiricd work rdaing to the
improved education of labour and to entrepreneurship, only renforced this now widdy
accepted propostion (eg., Meer, 1964; Schultz, 1971 and 1981, and Chawdhri, 1974). The
importance of human resources devdopment for overdl economic growth has been further
documented by the more recent experience of the so-cdled newly deveoped countries, such
as those of East Ada One of the man feaures of the devdopment of newly developed
countries has been the emphass placed on the devdopment of ther humen resources
However, it must be noted thet, while dl the countries that broke out of underdeve opment
have emphasized the devdopment of human resources, it is dso true that some countries that
succeeded in spreading education among the labour force (eg., Si Lanka) have not managed
to initiate a robust and sudtained economic development. This experience has shown that
cgpitd invetment is a necessary but not sufficdent condition for development and that human
resources development is aso a necessary condition of development but not a sufficient one.
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In the late 1970s and early 1980s development thought was overtaken by the debt criss
of maty Less Devdoped Countries and became largedy centered around programs of
economic dabilization and gructurd adjusment, led by the World Bank and in particular by
the Internationd Mongtary Fund. The firg casudty of these programs was the socid aspect of
development. A reaction soon developed that demanded that even these programs should take
into account the socid conditions. Cries for adjusment programs “with a human face’
(Cornia et al., 1988) soon returned development discussions to the importance of the humen
dimension in the devel opment process.

Ancther mgor change in development thinking came as a result of the experience of the
indudridized countries themsdves, paticulaly the United States. This experience showed
that economic growth could teke place together with sodd ills, such as the madidribution of
income!, the persstence of poverty and increesing homedessness, the disintegration of the
family, high rates of divorce, environmentd pollution and dedruction, the goread of violent
crime and drug abuse, and the gppearance of other socid pathologies. In other words, the
Gross Nationd Product (GNP) and other messures of economic performance could rise
together with the rise of undedrable socid trends This type of economic growth, it was
recognized, was naither desirable nor sustaindblein the long run.

“Experience (of indugtrialized countries) showed that economic growth could take
place together with social ills, such asthe maldistribution of income, the persistence
of poverty and increasng homelessness, the destruction of the family, high rates of

divor ce, environmental pollution and destruction, the spread of violent crime and

drug abuse, and the appear ance of other social pathologies.”

The mgor problem of GNP as a measure of wdfare is tha it measures the commercid
transactions teking place in the economy while the wdfare of the individuads depends on
many other norttransactiona aspects. Some economids tried, therefore, to adjust GNP to take
into account some of the omissions. One notable atempt in this regard was the concept of Net
Economic Wdfare firg introduced by William Nordheus and James Tobin (1972) and later
adopted by Paul Samuelson. “Net Economic Wedfare is based on GNP but makes two mgor
changes. Firg, it excludes components of GNP that do not contribute to individua well being;
and second, some key consumption items that are omitted from GNP are included in Net
Economic Wdfae’ (Samudson and Nordhaus, 1992, p.430). Net Economic Wedfare tekes
into account the do-it-yoursdf work done a home, work done in the informa sector of the
economy (legd and illegd activities that are not reported) and environmental damage. On the
latter incdluson, Net Economic Welfare does “not only add in the vadue of dectricty (which

1 Advocates of economic growth do not claim that their approach results in an ideal distribution of income. As
Fisher stated long ago, the resulting distribution of wealth depends “on inheritance, constantly modified by thrift,
ability, industry, luck and fraud” (Fisher, 1913). But they claim that market forces under perfect competition and a
limited role of government constitute the best system available and the best insurance against totalitarianism and for
the preservation of freedom. It should be recalled in this respect that the debate at the time was between socialism
and central planning, on the one hand, and capitalism and free markets, on the other (see, in particular, Hayek, 1944
and Friedman, 1962).
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GNP does) but dso subtracts the environmenta damage from the pollution (which GNP does
not)” (Ibid. p.431).

While it was a gep in the right direction towards a better measurement of development
and wefare, Net Economic Wefare fdl short of what was desred. Firg, it ill excluded a
number of ectivities that contributed to generd wefare. Women's work a home is not
induded in Ne Economic Wefare because of messurement problems but admittedly
contributes a greet ded to the wdfare and development of society. Second, the way in which
the environmenta damage is cdculaed remans problemdic. The cost of pollution, for
example, should go beyond the physcd damege it causes. Thus, if ar pollution causes hedth
problems, the resulting doctors hills are not the only negaive consequence. Being hedthy is
not equd, in tems of wdfare, to bang ill plus seeng a doctor. Findly, Net Economic
Wdfae shied away from incorporating the other socid ills such as povety, drug abuse,
suicide, divorce, violent crimes and the like,

A number of atempts were made by socid scentigs during the past fourty years to
devise more wdfare-sendgtive measurements or indices of development that incorporate other
vaiddles than GNP. Mgor examples are the Unitary Index of the 1960s (Drewnovsky and
Scott, 1966), that combines a large st of socid variables in the areas of nutrition, shelter,
hedth, education, leisure, security, and socd and physcd environment; the Physcd Qudity
of Life Index of the 1970s (Morris, 1979), that combines infant mortdity, life expectancy a
birth and adult literacy; the Internationd Human Suffering Index of the 1980s (Population
Crigs Committee, 1992), in which ae integrated a large st of variables such as expectation
of life & hirth, cdorie inteke, avalability of deen drinking water, secondary enrollment,
inflation rate, infant immunization and other  indicators deding with avil rights and politica
freedom; and, findly, the Human Devedopment Irdex (HDI) of the 1990s. The common
fedture of dl these multi-varigble indices of development is that they try to combine a number
of indicators, generdly proxies for various aspects of economic and socid life, into one index
of development.

"A number of attempts were made by social scientists during the past fourty years
to devise more wefare-senstive measurements or indices of development that
incor por ate other variablesthan GNP."

Three basc things separate the HDI from the rest: Firs, HDI is supplemented by other
indices that give, separatdly, specific characteristics of development and, together, a broader
picture of the development processes taking place. Second, it was developed and is backed by
the United Nations Devdopment Programme (UNDP), the mgor United Nations development
agency and a mgor internationd forum of development. This was done in a saries of Human
Devdopment Reports beginning in 1990 (Box). Third and mogs important, humen
devdopment is not only a new messure of development performance it involves an dtogether
new gpproach to development efforts.
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UNDP Human Development Reports, 1990-97

1990: The first Human Devel opment Report (HDR) defined human devel opment asthe process of enlarging peopl€' schoices.
It focused on the ideathat devel opment involves much more than an increasein per capitaincome. It thusintroduced a new
measure of development, the Human Development Index, that included indicators of health and education, in addition to
income (Box) asan alternativeto the simple per capitaincome measure. It was found that the classification of countrieson the
human development scale differed significantly from that on the per capitaincome scale. The report aso introduced the idea|
that the political, economic and social freedoms are important to the sustainability of development.

1991: The second HDR examined the development policy implications of the human development gpproach, in particular the)
need for the restructuring of the national budget and the international aid allocationsin favour of human development. It
suggested that it was the lack of political commitment rather than financial resources that wasthe cause of human neglect,
The Report advocated decreasing spending on defense thus freeing more resources for building human capacities.

1992: The third HDR declared that human development was not simply anational issue but also aglobal one It demanded
that therich, industrial countries undertake institutional reformsat theinternational level and institute aid strategiesto improve,
the distribution of knowledge, technology, and information. It also expanded on the concept of human development toinclude
environmental sustainability.

1993: The fourth HDR advanced theideathat human devel opment needed public participation in economic and political
decisions. Since human beings are the means and end of human development, it was important that they participateinthe
policiestaken toimprovetheir condition. It also advocated that devel opment should involve a partnership between the market
and the state in order to combine market efficiency with social compassion. The Report re-emphasized the need for new formg
of international cooperation in which aid is oriented towards people preferences.

1994: The fifth Report focused on the issue of human security, that is, the security of peoplein the home, the job, the
community and the general environment. Aslong asregional conflictswere not eradicated and aslong as freedom was not
enjoyed by all people, well being would be difficult to achieve. It also addressed issues on the agenda of the World Summit
for Social Development, which was to take place in March 1995 in Copenhagen and offered a six-point agendafor the
meeting.

1995: The sixth Report addressed the issue of gender equality on the occasion of the Fourth International Conference on
Women (Beijing, September 1995). It stressed tha human development should target dl groupsin society, particularly those
that were at risk of being marginalised. The Report reviewed the progress made in the recent past in the status of women
around the world and highlighted the gap between women’ s expanding capebilitiesand thetill limited opportunitiesavailable
to them.

1996: The seventh Report explored the human devel opment-economic growth nexus. It noted that there need not beaconflict
between growth and equity and that reinforcing the relationship between them had far-reachingimplications If improperly
managed, growth can take place together with rising unemployment, lack of freedoms, and without sense of purpose for the
bulk of the population.

1997: The eighth Report focused on poverty, not on income poverty only, but on poverty as a“denial of choices and
opportunitiesfor living atolerablelife.” The Report called for eradicating poverty as an international goal and a practical
possibility. The means for achieving this end go beyond increasing incomes and must include action aimed, among other
things, at promoting gender equality and good governance.

[I. HUMAN DEVELOPMENT

It has become dear that socid problems that may accompany economic growth cannot
be left asde until economic development has taken place because devdopment is a never-
ending process and canot be sudaned in the long run while sodd ills are incressing.
Furthermore, socid problems ae bet and most economicaly solved when economic
devdopment is taking place and not dter the fact. Solving the problem of aime a its
beginning is exceedingly esser than dfter it has taken root or become organized. Mogt
important, it is often the pursuit of the sngle god of maximizing income growth that causes
the sodd problems in quesion. The geographic locaion of industry and other economic
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activities on purdy economic principles may result in the concentration of these adtivities in
and around the mgor city which necesstates labour movements that disupt family life with
atendant socid problems. It may increase the margindization of certain regions and groups of
the population that are not directly touched by this concentrated invesment thus increasing
the gap between rich and poor within the nation. It may dso result in a deteriorating physica
evironment and in a socid environment that causes sodid unrest that ultimately destroys the
fruits of economic growth. Conversdy, socid development, in terms of greater participation
of the populaion in decisonmeking and in the execution of devdopment activities, that
minimizes povety and promotes equity, tha advances the daus of women and integrates
youth in the development process and that insures in generd, a more humane socd
environment, itdf plays a mgor podtive role in the long-run intensty and sudaingbility of
economic developmertt.

“Social problems...cannot beleft asde until economic development hastaken

place because development is a never-ending process and cannot be sustained in
thelong run while social illsareincreasng.”

The humen development goproach is therefore, one that cdls for a sSmultaneous
trestment of economic and socid aspects of development. As dated by Mr. James Gudave
Speth, UNDP Adminigrator, “sugtanable human development is development that not only
generdes economic growth but didributes its benefits equitably; that regenerates the
environment rather than destroying it; that empowers people rather than margindizing them.
It gives priority to the poor, enlarging their choices and opportunities and providing for ther
paticipation in decisons dfecting them. It is devdopment that is pro-poor, pro-nature, pro-
jobs, pro-women and pro-children.” (UNDP, 1994, p.13).

Of course, human deveopment does not deny the importance of economic growth and
wedth accumulation for the wdfare of society. It dams, however, that economic growth is a
necessxy but not a sufficient condition of human devdopment (UNDP, 1990, p.11). Even
before great wedth is accumulaied, mgor improvements in the qudity of life are possble. “A
society does not have to be rich to be adle to afford democracy. A family does not have to be
wedthy to respect the rights of each member. A nation does not have to be affluent to treat
women and men equdly.” (UNDP, 1994, p.15). Furthermore, wedth is not the only thing
people enjoy in ite of its importance to wdfare Human bengs may dso wat “to enjoy
long and hedlthy lives, drink degp a the fountain of knowledge, participate fredy in the life of
their community, breethe fresh ar and enjoy the smple plessures of life in a dean physcd
environment and vaue the peace of mind that comes from security in their homes, in ther
jobs and in their society” (lbid). While wedth may facilitate some of these dedres it is nat,
done, a sufficent factor in this regard. “Many countries have a high GNP per capita, but low
humen deveopment indicators—and vice versa Countries at Smilar leves of GNP per capita
may have vadly differet human devdopment indicaiors’(lbid) In other words “The
maximization of wedth and the erichment of humen lives need not move in the same
direction” (Ibid.).

“The human development approach is, therefore, onethat callsfor a smultaneous
treatment of social and economic aspects of development.”
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The complex rdationship between economic growth and humaen devdopment was
explored in detall in the 1996 Human Devel opment Report. The centrd message was thet
there is no automatic link between economic growth and human development, but when these
links are forged with policy and deteminaion, they can be mutudly renfordng and
economic growth will effectivdy and rgpidy improve human devdopment.  Government
polices are vitdly important, as now we know the limits of trickle down economics. For
economic growth to lead to fuller choices to dl people — rather than few choices for mogt
people or many choices for a few — human development and poverty reduction must be
moved to the top of the agenda for political and economic decisonmaking (UNDP, 1996).

. MEASURING HUMAN DEVELOPMENT

It was only naturd tha messuring the extent of devdopment under the human
development gpproach should differ from GDP or per cgpita income that messures economic
growth. In its fird Human Development Report of 1990, UNDP devised a measure cdled the
Human Devdopment index (HDI). This measure combined three basc dements consdered
proxies for the mogt important agpects of life longevity, knowledge and the levd of living.
Longevity was measured by expectation of life & hirth, knowledge by literacy leves and leve
of living by the purchasng power of per cgoita income. The method of combining the three
indicators was a dmple one and not vey different from that used in cdculding the earlier
mult-varidble indices of devedopment mentioned before A choice of a minimum and a
maximum for each component is fird determined and the postion of the indicator of a given
country on this scde is cdculated as a vadue between zero and one hundred. The resulting
vaues of the three indicators are then averaged out to give the luman devdopment index for
that country. In addition to HDI, the report gave a number of other data reating to socd
conditionsin its Satistical gppendix.

As a reault of ideas and criticiams recaived by UNDP and expressed in the literature, a
number of amendments were made to the measurement of human development, both in terms
of internd revisonsto the HDI itsdf (Box) and in terms of new supplementary indices (Box).

The internd revisons were made in three different ways Frg, adjusments were made
to the purchasng power of income (purchasing power parity or PPP). Second, the minima and
maxima for two of the three indicators were changed in the 1994 report to reflect advances in
longevity and income mede in the world. Findly, meen years of schooling were subdituted in
the 1994 report for the concept of educationd atainment that combined mean years of
schooling and literacy rates (UNDP, 1995 to 1998).
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TheHuman Devdopment Index (HDI)

What doesthe HDI include?
The HDI incorporates three indicators: Longevity, measured by life expectancy at birth, educational attainment,
measured by literacy rates and combined primary, secondary and tertiary school enrollment, and access to
resources, measured by income per capita (adjusted to purchasing power parity, PPP).

How doestheHDI combinethethreeindicatorsin oneindex?
The method of combining these three indicators into a single index is relatively simple: A choice of minimum
and maximum for each component is first determined and the position of the indicator for the given country on
this scale is calculated as a value between zero and one. The resulting values of the three indicators are then
averaged out to give the human development index for the country.

What ar e the adjusments madeto the HDI sinceit wasfirs devised in 19907

* Educational Dimension:

1990: Education wasinitially measured by literacy rates.

1991: Mean years of schooling was added to literacy rates attainment (weights given onethird and two-thirds
respectively). This comprised acomposite indicator to measure educationa attainment.

1995: The estimate for mean years of schooling was replaced by combined gross enrollment rate at primary,

secondary and tertiary levels. This was due to the unavailability of data on average years of schooling in most
countries.

* |ncome per capita: HDI is based on the premise that there are diminishing returns from income for human
development. Within this context, the following changes were made:

1990: Per capitaincome above the poverty line was given zero weight.
1991: Per capita income was given progressively diminishing weight. That is, income above the poverty line
has an effect, but still amarginal one.

* Minimum and maximum variablesfixed:

1990: The minima and maxima for the variables were set at the level of the poorestperforming and the best-
performing countries respectively.

1994: The minima and maxima were fixed for the four basic varidbles: life expectancy (minimum 25 years,
maxmum 85 years), adult literacy (minimum O percent, max 100 percent), mean years of schooling (minimumO
years, maximum 15 years), and income at PPP (minimum US$ 200, maxmum US$ 40,000).

The more subgtantive amendments came, however, in the fom of new supplementary
indices that showed digparities among regions and segments of the population within
countries. As ealy as the second Human Development Report (1991), the need was
recognized for an HDI for different regions and population groups in a country and for a
gender-sengtive measurement of HDI. The need to disaggregate the HDI for separate groups
in the country was given formd trestment in the 1993 Human Devdopment Report. In that
report, HDI was caculated for specific groups and regions within countries and the results
were daming. For example, it was found that dthough whites in the United States hed the
highest HDI in the world, Hispanics ranked 35" (next to Estonia) in terms of their spedific
HDI (pp. 17-18). The gender issue was teken up agan in the 1995 report with the forma
introduction of two gender-sendtive messurements the Gender-rdlated Development Index
(GDI) and the Gender Empowerment Measure (GEM).
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In the 1996 report, specid atention was given to poverty and a new index was devised
to reflect the capability of the poor to participate in society, as opposed to their humen
devdopment daus, as indicated by the disaggregated HDI.  Thus, the Capdbility Poverty
Messure (CPM) was introduced. In the 1997 report a new index of poverty, the Human
Poverty Index (HP!) wasintroduced based on the disaggregated HDI.

Other Development Indices
Besides the HDI, the United Nations Development Program devised several other indices of development since 1990.

Inequality indices

Incomedistribution sensitive HDI (1991): Thisindex accounts for inequality in income distribution. It is calculated
in the same way as HDI with one main difference: income per capitais multiplied by afactor indicating distributional
inequality (1 minus the Gini coefficient).

Disaggregated HDI (1993): The aggregation factor of the HDI was regarded as a weakness, thus UNDP cal culated
disaggregated HDIs for specific social groups within the same country.

Freedom index
Human Freedom Index (HFI), (1991): Based on aquestionnaire, it combines 40 indicators covering five aspects of
freedom, namely, personal security, rule of law, freedom of expression, political participation and equality of opportunity.

Gender indices

Gender-disparity adjusted HDI (1991): Thiswas an addition to the HDI, which attempted to measure disparitiesin
mal e and femal e development. It consisted of multiplying the overall HDI by an average femal e-maleratio (average of
separateindicators for women expressed as a percentage of their male counterpart).

Gender-related Development Index(GDI), (1995): It is defined as HDI adjusted for gender inequality. It differsfrom
the gender-disparity adjusted HDI constructed in 1991 which does not relate femal e-mdedisparity totheoverdl leve of
achievement in asociety. The new GDI takes the overall achievements of women and men in the three dimensions
(longevity, education, and income) into account. This meansthat the GDI falswhen the achievement levelsof both menand
women in acountry go down or when the disparity between their achievements increases.

Gender Empower ment M easure(GEM), (1995): GEM reflects women’ s participation in political decisions, their
access to professional opportunities, and their earning power. It concentrates onthree broad categoriesof varigbles: per
capitaincome in PPP dollars (for earning power), share of jobs classified as professional, technical, administrative and
managerial (for accessto professional opportunities) and share of parliamentary seats (for participation in political decisions).

Poverty indices

Capability Poverty Measure (CPM), (1996): The CPM is anew multidimensional measure of human deprivation.
Like theHDI, it complements the income measurement. It reflects the percentage of people who lack basic or minimally
essential human capabilities, i.e., the capability to be well nourished and healthy (measured by the percentage of children
under 5 who are underweight), the capability for healthy reproduction (measured by the percentage of births unattended by
trained personnel), and the capability to be educated (measured by femaleilliteracy).

Human Poverty Index (HPI), (1997): The HPI pursues the same approach as the CPM, concentrating on the
deprivation of the same essential elements captured by the HDI: longevity (measured by the percentage of people dying
before age 40), knowledge (measured by the percentage of people who areilliterate), and a decent standard of living
(measured by acomposite index of three variables: percentage without access to safe water, percentage without accessto
health services, and percentage of underweight children under 5).

While the human devdopment gpproach conditutes a mgor contribution to
devdopment thinking, the proposed messurement of success in achieving  human
devedopment is il in need of improvement. Two mgor areas for improvement may be noted:

Fird, the plethora of indicators, athough it contributes to underdanding various aspects
of human development, leads policy makers to some confuson. Thus, it is not clear which
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index is to be maximized in priority and hence what policies need to be pursued. Maximizing
dl indices & the same time implies an extremdy complex development policy that goes
beyond the capability of many developing countries.  The advantage of per capita income as a
measure of devdopment is in its amplicty. The disadvantage of the indices of human
development isin thair increesing variety.

“While the human development approach congitutesamajor contribution to

development thinking, the proposed measurement of successin achieving human
development is ill in need of improvement.”

Second, the vaiables used in the computation of the indices ae generdly
intercorrdlaed and corrdated with per cgpita income. While it is true that the dassfication of
countries by per cgpita income differs from that obtained in the dassfication of countries by
HDI, it is dso true that the groups & countries that have a high, medium or low HDI do not
differ gredly in dther dassficaion. Further devdopment of HDI could teke this into
condderation by introducing socid variables that ae not intercorrdlated with per capita
income or with the other varigbles used in the present HDI but are, neverthdess, universdly
conddered important for socid devdopment and for the sudtainability of development in
gened. Such vaiables may indude divorce, vidlent crime drug abuse,  suicide,
environmenta degradation and the like,

IV. POLICY IMPLICATIONS

Notwithstanding messurement  difficulties, the human development concept requires a
new gpproach to deveopment policies Human development involves a development gSrategy
that is different from that of economic deveopment in tha it deds with the sodd and
economic aspects of development in a baanced and Smultaneous fashion. Therefore, it
requires “far reaching changes in both naiond and globad [devdopment] polices’ if
development isto be a sustainable undertaking.

“Human development involves a development strategy that is different from that of
economic development in that it dealswith the social and economic aspects of
development in a balanced and smultaneous fashion.”

On the economic sde, human deveopment is compatible with a free market where the
private sector plays an important role. It recognizes, however, that the growth of nationd
income “will enhance the living conditions of the poor only if they get a share of the
additiond income, or if it is used to finance public services for sections of socety that would
otherwise be deprived of them.” (UNDP, 1994, p.17). In other words, while the growth of
income is abolutey necessary for human development, there may be, in the short-run, a
trade-off between additiond income growth and norreconomic goas. The purpose of
development policy, therefore, is not necessarily to maximize economic growth, tha is the
growth of GNP, but to establish a bdance between income growth, on the one hand, and
socd equity, environmentd quality and public participaion in a democrdic sHting, on the
other.
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The fird gep in this direction is for the policy maker to congder the sodd implications
of every public invesment project. This is paticulaly true of Lebanon where a mgor
recondruction effort is taking place In these crcumdances, to incorporate the socid
dimenson in a recondruction project, not only makes the project a more viable and
udaneble one, but is much more economica than the dterndive of introducing the socd
dimenson after the project is completed. To teke the example of the recondruction of a
commercid didrict with accessibility to the dissbled, it is necessary in such a project to teke
into account the needs of the disabled in the desgn and implementation of the project. This is
cdearly a necessxy condition for the employment and economic paticipation of the dissbled
in socdy and is complementary to the programs amed directly a ther rehabilitation. It is
a0 dear that teking this dimengon into account in the desgn and implementation of the
project is much more economic than doing so after the project is completed. It costs
goproximady the same to build ddewdks with ramps then without, devators with the
buttons down then up, buildings with access to the phydcaly handicapped than without and
30 on, while the cost of changing dl these things after the fact might be prohibitive.

The second dep is to establish a sysem of incentives and disncentives to meke private
invetment more respondve to socid needs In lassezfadre conditions indudtries and other
economic  activities tend to congregate in and aound mgor towns which causes
environmenta  problems and overcrowding in the dafected urban area and possibly the
depletion of the countryside with a negdive effect on agriculturd production. A public policy
that encourages the location of economic activities avay from the mgor urban agglomerations
(through such measures as tax incentives, the establisment of indudria parks in amdl dties
and the countrysde, improved internd trangportation and communication and the like) may
divet income from more directly productive invesments and result in a lower growth of
naiond income in the short run. However, such policy will establish geographicdly more
bdanced growth in which broader segments of the population participate and, hence, a more
udainable development in the long run. By bringing work opportunities to the people instead
of the other way around, such a policy will hdp to mantan and dsrengthen the inditution of
the family and the structures of the local communities.

“ ... perhaps, the most important step towar dsthe implementation of a human
development approach isin the design of specific policiesthat lead to the
empower ment of people and their participation in development, particularly those
that aremarginalized ... “

The third and, perhgps the mogt important sep towards the implementation of a human
development approach is in the desgn of spedific policies that lead to the empowerment of
people and ther paticipaion in devdopment, particularly those that are margindized because
of limited income thar place of living, disblity, gender or age (eg. youth). Human
development cannot take place except in a free and democratic environment where the civil
socidy is invited to paticipae in the desgn and implementation of policies directly affecting
people and locd communities Human deveopment is incompatible with increasing inequity,
margindization and lack of freedom, even if they ae accompanied by rgoid growth of
income.
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