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Foreword

:

Human advance is conditioned by our
conception of progress. The Human Devel-
opment Report series has been dedicated,
since its inception in 1990, to ending the
mismeasure of human progress by economic
growth alone. The paradigm shift in favour
of sustainable human development is still in
the making. But more and more policy-
makers in many countries are reaching the
unavoidable conclusion that, to be valuable
and legitimate, development progress—
both nationally and internationally—must
be people-centred, equitably distributed and
environmentally and socially sustainable.

This year’s Human Development Report
explores in detail the complex relationship
between economic growth and human
development. It provides both a mirror,
reflecting present patterns of global imbal-
ance, and a telescope, showing the more
positive futures possible. In the past 15
years the world has become more econom-
icallv polarized—both between countries
and within countries. If present trends con-
tinue, economic disparities between the
industrial and developing nations will move
from inequitable to inhuman.

Although in pure economic terms the
1980s were a “lost decade” for nearly 70
countries, remarkably, almost all these
countries managed to maintain, and some
to improve, their growth in levels of human
development. This is good news because it
shows that deliberate, well-targeted policies
can make a critical difference when imple-
mented with dedication, even in the most
difficult circumstances. But there can be lit-
tle doubt that these improvements will not
hold unless soon reinforced by restored
economic growth.

Economic growth and human develop-
ment thus exhibit a degree of indepen-

dence, especially in the short term. But
there are longer-term links—human devel-
opment helping economic growth, and
economic growth helping human develop-
ment, Contrary to earlier theories, new the-
ory and evidence suggest that growth and
equity need not be contradictory goals. Nor
do growth and participation. And there is
strong historical evidence from East Asia
that heavy national investment in human
development—spreading skills and meet-
ing basic social needs—has been a spring-
board for sustained economic growth over
decades.

The central message of Human Develop-
ment Report 1996 is clear: there is no auto-
matic link between economic growth and
human development, but when these links
are forged with policy and determination,
they can be mutually reinforcing and eco-
nomic growth will effectively and rapidly
improve human development. Govern-
ment policies are vitally important. We now
know, for example, the limits of trickle-
down economics.

What must now be done? The script for
human development in the 21st century is
still unwritten. It will begin to be written by
the policy choices we make even as this cen-
tury closes. Ideally, these choices will accept
the premise that economies exist for peo-
ple—not people for economies.

Human Development Report 1996 is
principally addressed to what countries can
do for themselves. It makes important rec-
ommendations. All countries must strive to
improve the nature and quality of their eco-
nomic growth. In many countries the imme-
diate needs also include increase in
economic growth. Of course, policies must
be tailored to national circumstances. The
global community can, and must, also help



countries effect their own strategies of sus-
tainable human development.

This is the International Year of Poverty
Eradication, heightening the moral com-
mitment that we at UNDP and the other
international development agencies give to
helping the poorest of the world’s poor.
Eliminating poverty requires a holistic
approach to human development. Not
hand-outs, but empowerment. Not Band-
Aids, but the preconditions for self-help.

UNDP remains firmly committed to
using its unique worldwide network of
resources and country offices to support
countries in their efforts to achieve sustain-
able human development. The goals and
commitments of the recent series of global
summits—from Rio and Cairo to Copen-
hagen and Beijing—provide a powerful new
framework and many concrete specifics for
concerted action. We have both an op-
portunity and a moral imperative to reverse
the negative trends of recent times and to
reinforce the positive patterns of sustainable
human development. This should be the
vision guiding us into the next century.

As with eatlier Human Development
Reports, the views expressed in this year's
Report have emerged from the professional
analysis of an independent team of eminent
consultants working under the guidance of
my two Special Advisers and the chief archi-
tects of the Report, Mahbub ul Haq and
Richard Jolly. Dr. Haq was in charge of the
process until the end of 1995, when Dr.
Jolly took over. Sakiko Fukuda-Parr,
Director of the Human Development
Report Office, ensured continuity through
the change-over.

The views in this Report do not neces-
sarily reflect the views of UNDP its
Executive Board or member governments
of UNDP. The real contribution of the
series of Human Development Reports lies in
their intellectual independence and profes-
sional integrity. I am confident that the
analysis in this Report will enrich the global
dialogue on the issues of human develop-
ment and economic growth. Certainly this
is our intention and wish.

Qi
New York James Gustave Speth
March 1996
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OVERVIEW

=_

Human development is the end—eco-
nomic growth a means. So, the purpose of
growth should be to enrich people’s lives.
But far too often it does not. The recent
decades show all too clearly that there is no
automatic link between growth and human
development, And even when links are
established, they may gradually be
eroded—unless regularly fortified by skilful
and intelligent policy management.

This year’s Human Development Report
explores the nature and strength of the links
between economic growth and human
development. Two disturbing findings.
Growth has been failing over much of the
past 15 years in about 100 countries, with
almost a third of the world’s people. And
the links between growth and human devel-
opment are failing for people in the many
countries with lopsided development—
with either good growth but little human
development or good human development
but little or no growth.

The Report concludes that more eco-
nomic growth, not less, will generally be
needed as the world enters the 21st cen-
tury. But more attention must go to the
structure and quality of that growth—to
ensure that it is directed to supporting
human development, reducing poverty,
protecting the environment and ensuring
sustainability.

e Y as Te F T
Over the past 15 years the world has
seen spectacular economic advance for
some countries—and unprecedented
decline for others.

Since 1980 there has been a dramatic surge

in economic growth in some 15 countries,
bringing rapidly rising incomes to many of
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Growth for human development?

their 1.5 billion people, more than a quarter
of the world’s population.

Over much of this period, however, eco-
nomic decline or stagnation has affected
100 countries, reducing the incomes of 1.6
billion people—again, more than a quarter
of the world’s population. In 70 of these
countries average incomes are less than they
were in 1980—and in 43 countries less than
they were in 1970. Over 1990-93 alone,
average incomes fell by a fifth or more in 21
countries, mostly in Eastern Europe and
among the CIS countries.

Although many are aware of this eco-
nomic stagnation and decline, the full extent
and gravity are too often obscured—
because of the stunning success of the fast-
growing countries, because most of the
richer countries have maintained their
growth and because of repeated hopes that
many of the economies with falling incomes
are poised to resume growth. After 15 years
of such disappointing performance, interna-
tional policy-makers need to question
whether that optimism is warranted.

The advances have often been at rates
exceeding anything seen since the start of
the industrial revolution some two cen-
turies ago. The declines have also been
unprecedented, far exceeding in duration,
and sometimes in depth, the declines of the
Great Depression of the 1930s in the indus-
trial countries.

In much of this success and disaster,
many of the poor have missed out, and even
the better off have often been left vulnera-
ble to unemployment and downsizing—to
cutbacks in health and welfare services.
Although per capita incomes in the OECD
countries now average $20,000, surveys
reveal growing insecurity and considerable
dissatisfaction.

Human
development is the
end—economic

growth a means



Policy-makers are
often mesmerized
by the quantity
of growth

e
Widening disparities in economic
performance are creating two worlds—
ever more polarized.

The world has become more polarized, and
the gulf between the poor and rich of the
world has widened even further. Of the $23
trillion global GDP in 1993, $18 trillion is
in the industrial countries—only $5 trillion
in the developing countries, even though
they have nearly 80% of the world’s people.
* The poorest 20% of the world’s people
saw their share of global income decline
from 2.3% to 1.4% in the past 30 years.
Meanwhile, the share of the richest 20%
rose from 70% to 85%. That doubled the
ratio of the shares of the richest and the
poorest—from 30:1 to 61:1.
* The assets of the world’s 358 billion-
aires exceed the combined annual incomes
of countries with 45% of the world’s people.
* During the past three decades the pro-
portion of people enjoying per capita
income growth of at least 5% a year more
than doubled, from 12% to 27%, while the
proportion of those experiencing negative
growth more than tripled, from 5% to 18%.
* The gap in per capita income between
the industrial and developing worlds tripled,
from $5,700 in 1960 to $15,400 in 1993.
Increasing polarization is reflected in
the growing contrasts in regional perfor-
mance. Most of Asia, with more than half
the world’s people, experienced accelerat-
ing and often spectacular per capita income
growth over the 1980s. OECD countries
generally maintained slow but steady
growth in per capita income. But failed
growth was the dominant experience in
four groups of countries.
* In Sub-Saharan Africa declines mostly
began in the late 1970s. Many reform
efforts have been launched, often spurring
recoveries, but 20 countries are still below
their per capita incomes of 20 years ago.
* Among the Latin American and Carib-
bean countries, several began to recover
slowly in the late 1980s, but 18 of them are
still below their per capita incomes of 10
years ago.
* Eastern Europe and the CIS countries
maintained at least slow growth over most

of the 1980s, but then suffered steep
declines in per capita income—which fell
on average by a third from the peaks in the
mid-1980s.

* Many Arab states also suffered sharp
declines in income in the 1980s, with falling
oil prices and other setbacks in the world
economy.

Although very rapid population growth
explains part of the negative per capita
income growth, blaming population growth
for all or even most of the decline is too sim-
ple. Even with lower fertility and slower
population growth, per capita incomes
would have fallen in many countries.

R O e
Everywhere, the structure and quality of
growth demand more attention—to con-
tribute to human development, poverty
reduction and long-term sustainability.

Policy-makers are often mesmerized by the
quantity of growth. They need to be more
concerned with its structure and quality.
Unless governments take timely corrective
action, economic growth can become lop-
sided and flawed. Determined efforts are
needed to avoid growth that is jobless, ruth-
less, voiceless, rootless and futureless.

* Jobless growth—where the overall econ-
omy grows but does not expand the oppor-
tunities for employment. In the OECD
countries in 1993 the average unemploy-
ment rate was 8%—ranging from 2,5% in
Japan to 10% in the United Kingdom, 18%
in Finland and 23% in Spain. In the devel-
oping countries too, jobless growth has
meant long hours and very low incomes for
the hundreds of millions of people in low-
productivity work in agriculture and the
informal sector.

*  Ruthless growth—where the fruits of
economic growth mostly benefit the rich,
leaving millions of people struggling in ever-
deepening poverty. During 1970-85 global
GNP increased by 40%, yet the number of
poor increased by 17%. While 200 million
people saw their per capita incomes fall dur-
ing 1965-80, more than one billion people
did in 1980-93.

* Vbiceless growth—where growth in the
economy has not been accompanied by an






