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Abstract

This paper seeks to examine the interdependence between economic growth (EG) and human
development (HD). It is concerned with changesin per capitaincome and its two-way relationship with
the basic societd objective of human development. Regressions across various Latin American
countries are run for 1960-92. Country performance is separated into virtuous/vicious cycles or
HD/EG lopsdedness. The study makes an attempt to correct the commonly held view that ensuring
increases in economic growth automaticaly leads to advances in human development. Human
development has to occur prior to or Smultaneous with improvements in economic growth, if a country
isto reach avirtuous cycle. The Latin American experience indicates that a balanced approach to
development has to be adopted. It isimperative to focus on human development from the outset of any
reform program, as policies that emphasize economic growth done are futile in sustaining high levels of

human development.
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Growth and Human Development: Comparative L atin American Experience

Gudav Ranis*

Frances Stewart*

Section |. Introduction

It may not be necessary to dwdll at great length on the basic notion that human devel opment
should be viewed as the bottom-line or basic objective of human activity, and that economic growth
should be viewed as a contributor to it, rather than as the end product. Theintellectual antecedents of
this notion are well established in both the origind “basic needs’ gpproach of the ILO, later taken up by
the World Bank, aswell as Amartya Sen’s concept of capabilities.1 In its broadest sense we define
human development as permitting people to lead longer, hedthier and fuller lives. More narrowly, we
can interpret HD as reflected in the Satus of people slevels of heath and education.

This paper first (Section 11) presents a conceptud framework relating growth and human
development.? In Section 11 it offers some comparative internationa evidence, focussing especialy on

the Latin American experience. Section |V provides brief conclusonsfor policy.

"The authors, Y ale University and Oxford University, respectively, wish to acknowledge the contribution of Alejandro
Ramirez to the earlier, global version of this paper (Ranis, Stewart and Ramirez). The research assistance of Michael
Wang is appreciated.

'Seee.g. Sen, 1984; Streeten et al, 1981; Fei, Ranis and Stewart, 1985.

% Section |1 draws heavily on Ranis, Stewart and Ramirez, 2000.



Section |1. Conceptua Framework

Obvioudy there exists a strong two-way relationship between economic growth, EG, and human
development, HD. On the one hand, EG provides the resources to permit sustained improvementsin
HD; on the other, sustained improvements in the qudity of human capita are an important contributor to
EG. Yet, whilethis symbiotic two-way reationship is easly accepted, the specific factors linking them
have not been systematically explored. Nor has the question of prioritiesin the phasing of development
policy. The customary assumption is that growth must precede progress in human devel opment.

In Diagram | we present two causd chains linking growth and human development. Human
Development isfeatured “ at the top”, in recognition of its status as the fundamenta
objective with respect to Chain A, running from EG to HD, we may note thet, from a given leve of
income generated by past growth, we can trace the expenditure of households, governments and civil
society, including NGO's, on inputs which serve to enhance human development as defined above. The
impact of given aggregate levels of average household income on HD, of course, depends not only on the
average leve but dso on the digtribution of that income and on the extent to which societa poverty has
been dleviated. Thus, the nature of the growth process, i.e., how growth is generated, how employment
sengtive and how income digtribution friendly it is, aswell as how well it has succeeded in reducing
poverty, will have an effect on how households spend their income. When income per capitais|ow or
when it is badly distributed, the total expenditure of many households on HD, of course, is bound to be
low. But, in generd, lower income households spend a higher proportion of their income on HD items

than those with higher incomes. 1t is aso important to know who controls the adlocation of expenditures
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within households. Ceteris paribus, female-headed households spend more than male-headed
households on hedlth, education, food, potable water, etc. Latin American empirica evidence, including
for Bolivig, Brazil, Chile, Nicaragua and Peru, indicates the effects of a positive income change on
household demand for HD-related items. For example, in the case of Brazil it is estimated that, if the
digtribution of income were as equad as Mdaysa's, school enrollments of poor children would be 40%
higher than they currently are®* While the evidence on the relationship between income and hedth isless
extendve, dudiesin Brazil and Nicaragua suggest that household income has a Sgnificant effect on the
demand for hedlth, but showing again amuch higher response for low than for high income households.
Symmetricaly, while HD levels are negatively affected by reductions in economic growth, the extent of
the impact again varies greatly with the digtribution of income and its change over time.

Health and education, of course, are dso important public goods. The dlocation of resources
out of GNP for HD-improving public goods investments by various levels of government is partly a
function of the relative size of public expenditures, partly afunction of what proportion of these
expenditures flow to the HD sectors and, finaly, partly afunction of how they are dlocated within each
of the sectors. All this can be expressed in the form of three ratios® the public expenditureratio, i.e. the
proportion of GNP spent by various levels of government; the HD dlocation ratio, defined asthe
proportion of government expenditures going to the HD sectors, and, findly, the HD “priority ratio,”
defined as the proportion of total HD expenditures going to “priority aress,” e.g., primary versus tertiary
education, as one example. Thislast concept is, of course, somewhat arbitrary, depending on a

country’ s sage of development, e.g., in the early stages of development primary education is more likely

* Birdsall et al., 1995.
* Also see the 1991 Human Development Report.



to be productive in terms of achieving advancesin HD, while it is generdly recognized that vocationa
and secondary education are likely to have alarger impact on HD later on, with tertiary education still
later, asthe sysem movesinto an S& T leadership role.

The underlying determinants of these three ratios, of course, include the tax capacity of the
system, the strength of the demand for military expenditures and other non-HD priorities of government,
each influenced by the interplay between bureaucratic forces and populist pressures. All threeratios are
affected by the extent of decentralization which tends to increase tota revenues available, islikely to raise
the HD dlocation ratio, and usudly improves the HD priority raio.®

Findly, the expenditures of civil society or NGO activity, on which information is more scettered,
are mogily heavily oriented towards HD objectives. Resources are primarily derived from private
donations and governments, both foreign and domestic. In most contexts, NGO's play a supplementa
or even margina rolein afew areas, but occasondly, e.g., the case of the Commodores Popularesin
Peru, they appear to represent a sgnificant source of HD enhancement.

How expendituresin the direction of enhancing HD levels are dlocated, and how effective they
areinraisng HD levelsis, of course, ancther centra issue. Thislink in the chain between expenditure
inputs and HD outputs may be cdled the HD production function. The relaionships embodied in this
production function are complex, depending on both individud family and community behavior, the
existence of loca knowledge about relevant technologies and the complementarity or competitiveness

among various inputs, such as preventive hedth, nutrition, education, etc. While, as noted above, some

5 Decentralization of publicly provided services has recently been introduced in awide range of countries. Tentative
conclusions about its effectiveness are mixed, with apparent relative success in promoting efficiency and contributing
toHD in Indonesia, Malaysia, Chile, and Karnatakain India, but less so in Argentina, Bangladesh and Brazil. Mostly,
local governments have been severely constrained in their ability to raise taxes aswell asin the freedom of allocative



aspects of that production function have been ducidated by detailed empirica work, it is generdly il
poorly understood. Nonetheless, there exists abundant evidence that femae education tends to improve
child nutrition and surviva levels. A study of Brazil indicates that an increase in the non-labor income of
women increases the probability of child surviva by 20 times that of an equivadent increase in the non-
|labor income of men.®

It should be clear that the strength of the various linksin Chain A is criticd, thet it varies
according to alarge number of factors, including the structure of the economy, the level and distribution
of household income, and the policy choices made by government. Where horizontd links among actors,
I.e. so-caled “socid capitd,” is strong, the strength of these linksis dso likely to be positively affected,
I.e., when people act together to promote their common well-being, when the community monitors any
malfeasance, we can expect Chain A links to be stronger. The same, in brief, can be said, ceteris
paribus, about a better ditribution of income, alower poverty leve, ahigher level of femae education, a
higher leve of femde control over household income within the household, a higher government socid
expenditure ratio, and a more efficient human development production function.

Turning to Chain B, running from HD to EG, we have ample evidence that as people become
hedlthier, better nourished and better educated, they contribute more to economic growth. Thisis
conventiona wisdom—even if al components of HD aren't part of the feedback effect. Thus, higher
levels of HD, in addition to being an end in themsalves, affect an economy by enhancing the productivity
of workers and the entrepreneuria capabilities and creativity of managers, and thus total factor

productivity. A higher level of human development means that the society disposes over better human

decision-making, and full democratic devolution has been rare. See Behrman, 1995b; Prod” homme, 1995; Klugman,
1995; Ranis and Stewart, 1994.



capitd acrossthe board. More specificaly, additional primary education improves the capabilities of
farmers and unskilled workers; additiona secondary educetion creates more sKills, and better
supervisory personnd; and, a the tertiary leve, the impact of higher level manpower, combined with
science and technology, iswell understood. Better human capacity means better governance, better
choice of foreign technology, and better adaptation of such technology. At the macro level support for
this relationship may be obtained from the so-called “new growth” theories. Specific investmentsin
education or research and devel opment make the whole system more productive. Higher savings and
Investment rates, combining with technology and socid capitd, are agan part of the enabling environment
which determines the impact of the supply of a more educated labor force on the generation of income.
Thereis dear evidence in agriculture of the effects of education, including literacy, on productivity
change among farmers, epecidly those using improved or modern technologies. Some such evidence
indicates that farmers with four or more years of schooling are three times as likely to adopt fertilizer and
other modern inputs than less educated farmers. Even the qudity of policy-making and of investment
decisgonsin the public and private sectors, respectively, are bound to be influenced by the education of
policy makers, entrepreneurs and managers. The productivity of sugarcane workersin Guatemaa, for
example, increases fairly immediately as their current intake of calories or micro-nutrientsis increased.”
A large longitudina study of children in Chile showed that providing nutritiona supplementsto children
would generate benefits 6-8 times the cost of the intervention in terms of additiond productivity.® A

gmilar sudy in Cdi, Colombia found that a health/nutrition program increased the lifetime earnings of

6 Thomas, 1990.
7 Strauss, 1986; Immink and Viteri, 1981; Wolgemuth et al ., 1982.
8 Selowsky and Taylor, 1973.



individuals from 2 1/2 to 9 times those of an illiterate worker.® Theimpact of education on the nature
and growth of exports and of being able to take advantage of export opportunities, which,

in turn, affects the aggregate growth rete, is another way in which human development influences EG.
Even so-caled unskilled and semi-skilled workers normally need aliteracy/numeracy-related discipline,
acquired in primary and secondary school environments, to be effective in afactory context.

It should be noted that income digtribution plays an important role once again in Chain B. For
example, while improvements in human development can affect income didribution, Alesina, Tabdlini and
others* have pointed out that an improved income digtribution can mean faster growth as the median
voter is satisfied and does not agitate for unwise macro-economic expancinary policies. A more unequa
digtribution of incomeislikely to be associated with gregter political ingtability and, therefore, more likely
to interfere with growth. For example, astudy of the reationship between schooling, income inequdity,
and poverty in 18 Latin American countries in the 1980s found that 1/4 of the variation in workers
Incomes was accounted for by variations in schooling attainment. The study concluded that “ clearly
education is the variable with the strongest impact on income equality.”** Education may aso affect per
capitaincome growth through its impact on the denominator, i.e., population growth. The higher the leve
of schooling, especidly female schooling, the lower the levels of fertility, often working their way through
infant mortaity rates. Just asin Chain A, the strength of the linksin Chain B vary substantidly across
countries. For example, the increased supply of more educated people, by themsalves, won't do the job.
One must aso have the requisite demand, i.e., opportunities for employing these same people, depending

on investment levels, technology choices made, etc.

9 Selowsky, 1981.
10 Eg., Alesina and Rodrik, 1994.



Section I1l. The Rdevant Empiricd Findings

The above reasoning and inductive evidence led usto a set of hypotheses about the links
between HD and EG in both causa directions. We ran cross-country regressions including 35-76
developing countries (depending on data availability) for the years 1960-92, the results of which we
present here. The intent was to identify the more significant variablesin Chain A affecting improvements
in HD, using life expectancy shortfall reduction between 1970 and 1992 as the short-hand indicator of
such improvement.” Summearizing our findings

1. GDP growth per capitawas significant in dl cases. Our results indicate that a 1% increasein
the growth rate would lead to areduction in the life expectancy shortfal of 3%.

2. Thesocid expenditure ratio, i.e. the percentage of government expenditure devoted to
human devel opment-related activities, was Sgnificant in dl equations, a 1% increese in this
ratio resulted in a 1.75% reduction in the life expectancy shortfall.

3. Even moreinteresting was the finding that the socid expenditure ratio’ s impact on the leve of
human development seems to work through the femae primary educationd enrollment rtio,
I.e. when the femde primary enrollment ratio is added in our equations the socid expenditure
ratio coefficient, while till of the right Sgn, ceases to be sgnificant.

Turning to our empirica findings on Chain B, with GDP per capitaincome growth between 1970

and 1992 as the dependent variable, we found:

11 psacharopolous et al.

12 ghortfall reduction refers to the closing of the gap with the longest country life expectancy on record — see the
Human Devel opment Report, 1995. We also tried regressions with changes in adult literacy rates and a combined,
equally weighted, measure of thetwo. The results were similar but the number of observations more limited.



. Theinitid leve of human development as summarized by life expectancy was conssently
highly sgnificant.

. Adult literacy, life expectancy, as wdl as a more comprehensive definition of human
development (i.e. oneincluding education), were sgnificant in severd equations.

. Theinvestment rate was congstently sgnificant.

. A better digtribution of income was associated with a higher rate of growth, except in the
case where regiond dummieswere introduced. This agrees with the findings of Alesina,
Perotti, and Rodrik.

. Theinitid leve of GDP per cgpitawas Sgnificant, carrying a negative Sgn, thus indicating the
exisgence of some convergence among developing countries, i.e. the lower that initid leve,
the more catch-up can be expected, presumably through technology borrowing by

|atecomers.

Given these findings of postive links between EG and HD, we may note that an individua

country may find itsdf in a virtuous cycle, with vigorous growth leading to improved human deve opmert,

and improved levels of human development in turn leading to vigorous growth, i.e., especidly if the links

in both these chains are strong. But it isdso true that if these links are strong wesk growth will lead to

weak human development and weak human development in turn will lead to wesk growth, which would

be tantamount to avicious cycle. On the other hand, we may dso note that there may exist two types of

“lopsdedness’ if the linkages between HD and EG happen to be weak. One could, for example,

encounter good growth but poor human development (EG-lopsidedness), e.g., because thereisalow

public expenditure ratio, or one could encounter good human development and poor growth (HD-

10



lopsidedness), e.g., because the investment rateislow. We may dso hypothesize that such lopsided
cases are unlikdy to pergst for very long, but turn into ether vicious or virtuous cycle cases over time.

Putting these categories to the test, we compare the performance of dl developing countries for
which we have data between 1960 and 1992, in Diagram |1, with each country compared to the
average, weighted by population, with respect to their human development and economic growth
performance. We may note the existence of four quadrants. virtuous and vicious cycles in the northeast
and southwest quadrants, respectively, and the two different types of lopsdednessin the northwest and
southeast quadrants. Seven out of the eight virtuous quadrant countries are in East Ada, while 21 out of
37 in the vicious cycle category are in sub-Saharan Africa, with 9in Latin America Moreover, there are
asubstantiad number of HD-lopsided cases but very few EG-lopsided cases. Ten of the 13 HD-
lopsided countries are in Latin America, while the four EG-lopsided cases are Egypt, Pakistan, Mauritius
and Lesotho.

From the point of view of policy, of course, an important question of how a country is cagpable of
trangting over time, presumably with the objective of ending up in avirtuous cyde a the end of the day.
By examining the location of our countries on agloba basisin each of the three decades between 1960

and 1992, we may make the following observations.

1
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1. Over hdf the countriesin the vicious cycle category in 1960-70, i.e.,, 18 out of 35, remained
in that category throughout. Mogt of these countries were in Sub-Saharan Africa, which
darted with very low levels of HD, handicapping their growth potentid; their low growth
rates and, subsequently, the debt crigs prevented them from generating the resources
necessary for improvementsin HD.

2. Six countries moved from vicious cycle to EG-lopsided between the 60s and the 70s, but
four of them fell back to the vicious cycle category in the 80s. Three moved from viciousto
HD-lopsided, including Honduras, Algeria and Madagascar, and only Madagascar returned
to the vicious cycle category. Kenya, which moved from viciousto virtuousin the 1970s,
a0 subsequently fell back to vicious. Only two countries managed to move from the vicious
to virtuous category on a sustained basis, i.e., Sri Lanka and Botswana.

3. Of the eight countries which were EG-lopsided in 1960-70, none stayed in that category
throughout, but al moved into the vicious category. One -- Pakistan -- reverted to EG-
lopsided in the 1980s. Brazil and Egypt enjoyed rdlatively fast growth during the 1960s and
1970s (over 3% in the 1960s and about 6% in the 1970s) but did not utilize this opportunity
to improve the leves of HD subgantidly. In the case of Brazil the highly unequa income
digribution (with aGini of 0.634, one of the worst in the world) was one reason why
reasonably good growth did not trandate into HD improvements. In both Pakistan and
Egypt public expenditure on hedlth and education was low, partly due to heavy expenditure
on the military, while Pakistan’sHD performance suffered, especidly from discrimination

agang femdes.
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4. Of the thirteen HD-lopsided countries in the 1960s, only Costa Rica stayed in that category
throughout: four moved into a virtuous cycle -- Chile, China, Colombia and Indonesia
(Colombia later faling back to HD-lopsided). In these cases, early progressin human
development meant that they were able to take advantage of economic policy reformsfor
generating growth. Egditarian income digtribution aso ass sted the movement towards a
virtuous cycle. Four moved initidly from HD-lopsided into the vicious category (Venezuela,
Myanmar, Peru, and El Salvador® -- the latter two moving back into HD-lopsidednessin the
1980s).** Three -- the Dominican Republic, Guatemda, and the Philippines -- initidly moved
to EG-lopsided and subsequently fell back into the vicious category. Among the reasons for
the fallure to move into high economic growth were the debt Stuation, poor economic
policies and internd disturbances. Consequently, they were unable to maintain the rate of
progressin HD because of dow economic growth.

5. Thirteen countries were in the virtuous cycle category in the 1960s; five retained this pogition
throughout; and five fdl back into the HD-lopsided and three into the vicious category.
Mogtly, the countries that fell back were subject to the depressing effects of the 1980s debt
crigs on economic growth.

6. Itisimportant to note that lopsidedness was atemporary condition in al cases except Costa

Rica' Our most sgnificant finding is that, while HD-lopsdedness permitted movement

13 | rag made the same move between the 1960s and 1970s, but data are not available for the |ater period, when conflict
islikely to have damaged both HD and EG.

14 The Philippines moved from HD-lopsided to EG-lopsided and then returned to HD-lopsided in the 1980s.

15 |esotho moved from virtuous to vicious by way of EG-lopsided.

16 One of the explanations of why Costa Ricawas able to sustain HD achievements despite low economic growth
residesinitsearly, strong and sustained commitment to HD, exemplified by abolition of itsarmy in 1948 and its heavy
investment (at 10% of GDP) on health and education between 1970 and 1992.

14



towards a virtuous cycle (occurring in about athird of the cases), in the case of EG-
lopsidedness, all the cases reverted to a vicious cycle. Very few countries managed to go
directly from vicious to virtuous, but some succeeded in moving to HD-lopsded, from where
it was possble to move into the virtuous category. Our andys's suggeststhat it is not
possible to move to virtuous via EG-lopsidedness, as this proved a dead end.

The sgnificance of dl thismay now be summarized. It seems clear that lopsidedness, as
mentioned earlier, proved atemporary condition for al but one country, i.e. Costa Rica. One-third of
the HD-lopsided became virtuous, al the EG-lopsided became vicious. An important conclusion flowing
from thisis that the best path from vicious to virtuous is to attempt to move through HD-lopsidedness. In
common sense terms this means a system should first strengthen the linksinits Chain A by shifting
resources to education and hedlth in order to improve its human devel opment; only then will it be able to
move from HD-lopsded, through a strengthening of links in Chain B, to further enhance growth. While
dl thisisbadcdly an iterative process, the phasing of policy change does gppear to be critical. Thusthe
often held position that we should first * get the fundamentas right” to ensure good economic growth,
while human development hasto wait, isin error. Human development improvement must precede or at
least accompany the improvement in growth. What was intuitively seen as correct by only afew

observers'’ generaly holds up very wel empirically.

' e.g. Adelman and Morris.
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Let us now focus more explicitly on Latin America and the Caribbean, with the help of Tablel.

Tablel
1960-1970 1970-1980 1980-1992

Argentina Vidous Vidous HD lop-sided
Barbados Virtuous HD lop-sided HD lop-sided
Brazl EG lop-sded EG lop-sded Vidous
Chile HD lop-sided HD lop-sided Virtuous
Colombia HD lop-sided Virtuous HD lop-sided
Haiti Vidous Vidous Vidous
Jamaica Virtuous Vidous Vidous
Mexico Virtuous Virtuous HD lop-sided
Peru HD lop-sided Vidous HD lop-sided
Venezuda HD lop-sided HD lop-sided Vidous

It should be noted that we are not concerned with the leve of per capitaincome or the leve of
human deve opment, but with changesin per capitaincome and its two-way relaionship with changesin
human development, i.e., HD progress as measured by life expectancy shortfall reduction. Of dl the
Latin American countries listed, Brazil, Jamaica, Venezudaand Haiti are the worst performers; Chile,

Mexico, Colombia and Barbados are the best, with Argentina and Peru giving Sgns of moving towards a

16



virtuous cycle. In what follows, we present thumb-nail sketches of the performance of some of these

countries over the three decades.

Poor Performers

Brazl (EG-lopsided, EG-lopsided, Vicious)

More s0 than perhgps any other country in Latin America, Brazil typifies the case where a
development gpproach, focused primarily on rgpid economic growth, with insufficient regard for the links
between growth and human devel opment, eventualy led to poor performance in both dimensions.

For much of the past three decades, Brazil posted one of the more remarkable growth ratesin
the developing world. An ambitious modernization program in the 1960s and 70s premised on capital
accumulation, import-subgtituting industridization and argpidly growing labor force, heped produce
average annua GDP growth rates in excess of 9 percent from 1960-85."°

Nevertheless, this quite pectacular growth did not produce a commensurate effect on human
development. Brazil's educationa indicators are consderably worse than those of Latin Americals seven
other upper middle-income countries (Argentina, Chile, Colombia, Costa Rica, Mexico, Uruguay, and
Venezuea): theilliteracy rate for the population aged 15 years and older in Brazil is gpproximatdy 10
percent higher than the average of those countries; the school atendance rate for children 6 to 11 years
old is 15 percentage points lower; and the proportion of repesatersin the first grade is 10 percentage
points higher.”® Hedth indicators are dso rlatively weak. While Brazil experienced quite a notable

declinein itsinfant mortdity rate (IMR) over the last fifty years -- decreasing in absolute terms by more
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than 100 degths per 1,000 live births -- infant mortdity is till higher than in dmost every other Latin
American country.”

The chief culprit in Brazil's relatively disgppointing HD record gppears to be a highly unequd
income digtribution. Having inherited a very unequd digtribution of power and land from its colonid padt,
Brazil did little to modify such patterns through two decades of quite spectacular growth. For example,
its has never attempted any serious program of land reform.* As aresult, Brazil has one of the poorest
digtributions of income.

While poor income distribution adversdly affected household expenditure on human
development, Brazil's poor HD dlocation and priority ratios dso affected the quantity and qudity of
public spending on socia sectors. Throughout the 1960-92 period, HD-dlocation ratios were
comparatively low. Brazil's combined expenditure on education and health as a portion of total
government expenditure was between one-fourth and one-hdf that of Argentinaand Chile*
Furthermore, Brazil's socid spending declined at the end of the 1970s, with educeation particularly
affected. The share of total expenditure devoted to education decreased from about 6.5 percent in the
1970sto only about 3 percent in the 1980s” and geared largdly to higher education, while neglecting
technica schools.

Brazil's priority ratios, particularly in hedth, were dso deficient. Although large numbers ill die
as aresult of infectious diseases, public expenditure on hedth has been characterized by alarge and

growing emphasis on curdtive and a corresponding decline on preventive medicine. The portion of public
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expenditure on curative services increased from 35.8 percent in 1965 to 84.6 percent in 1982, while that
for prevention decreased from 64.1 percent to 15.4 percent over the same time period.* Sophisticated
trestmentsin Sao Paulo, including heart surgery and organ transplants, are estimated to consume 40

percent of al public resources dlocated to hedlth, while benefiting only 3 percent of the population.”

Haiti (Vicious, Vicious, Vicious)

Dueto gtrong links, Haiti has found itsdf on atrgectory of low growth and poor human
development for most of the past three decades. Although growth was moderate during the 1960s and
70s, averaging 5.3 percent during the second haf of the 1970s* improvementsin redl per capitaincome
faled to trandate into widespread gains in human development due to a highly unequa digtribution of
income. While there is disagreement about the magnitude of inequality,?’ it is clear that income was (and
ill is) concentrated within urban areas, a Sgnificant result congdering that three-quarters of the
population livesin rura areas and that agricultural production has declined on a per capitabasis Sncethe
1970s.”®

Haiti's tax system served to weaken both expenditure ratios and increased income inequality,
with collection week and the structure highly regressive. Public expenditure on primary education asa

percent of GNP, for example, decreased from approximately 0.9 percent ayear in 1965 to 0.6 percent
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year by 1985.” Per capita public hedth expenditures have dso declined more than 15 percent from
1980-85.%

The priority ratios were dso unfavorable, especidly in the hedth sector. Over half of the
physicians employed by the Minigtry of Public Hedth and Population reside in the capitd, leaving only
1.4 physicians per 10,000 peoplein rurd areas® This has worsened the efficiency of the Human
Deveopment production function, leeding to a high incidence of malnutrition and morbidity. About 30
percent of rura children and 48 percent of urban children are anemic, while 90 percent of desths among
1-4 year old children are associated with malnutrition and diarrheal diseases.™

Asfor Chain B, rampant corruption leading to highly inefficient public investment decisons have
continuously dampened growth. Negative reinforcement between the two chains has dso worsened over
time, i.e,, during 1980-91, read GNP per capitafell by about 2 percent per annum.*® This decline further
deteriorated living standard such that Haiti's growth and HD record today resemble those of sub-

Saharan African countries rather than those of its Caribbean neighbors®

Jamaica (Virtuous, Vicious, Vicious)
Jamaicafound itsdf in avirtuous cycle during the 1960s, largely as aresult of rgpid economic
growth, combined with a strong government commitment to HD. Development of the bauixite and

auminaindudtries simulated development, with GDP increasing a an average of 6.3 percent per year
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during the 1952-72 boom period.* This, in turn, increased public expenditure on HD goods, with socia
expenditure increasing from 5.6 percent in 1960 to 12.1 percent of GDP in 1975.* The policy setting
during the 1960s clearly favored human development. The two mgor politica parties sharing power at
the time were committed to socid reform, expanding education and hedlth services, congtructing low
income housing and supporting smal farmers through extension services. Primary school enrollment
expanded from 65 to 85 percent, and secondary enrollment from 15 to 58 percent from 1960-70, while
life expectancy increased and infant mortaity declined.

During the 1970s severe externd terms of trade shocks led to sustained economic contraction,
with sharp cut-backs in public expenditure and increases in the poverty rate® This was followed by
severe adjustment policiesin the 1980's. Red spending on education and hedth fell about 30 percent
between 1980 and 1986.* This decline in socid spending was further accentuated by the adjustment
policies of the 1980s, leading to a deterioration in nutrition, education and hedth levels, dthough debate
surrounds the exact magnitude of such effects® The quality of public education has declined not only
because of reduced public expenditure, but also because of a poor HD priority ratio partly due to the
top-down alocation of resources. Expenditure per head on tertiary-level students was excessively high

compared with spending on secondary and primary students. The neglect of primary education has
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resulted in serious literacy problems among the student population, with some 30 percent of those leaving
the primary school system thought to be functiondly illiterate.™

Linksin both chains were consequently weekened. The retreat into the vicious cycle, however,
was not due entirely to externd factors. On the one hand, during the 1970s populist domestic palicies
eroded investor confidence, further weakening the linksin Chain B. Jamaicas increased economic
dualism aso meant that income distribution worsened, especidly in the rurd areas, with a negative impact
on EG. Indeed, Jamaicas dready extremely unequa distribution of income worsened during the 1960s
and 70s. By 1971/72, the bottom 58 percent of households earned less than 16 percent of total income,
while the top 10 percent earned 50 percent.* On the other hand, the adjustment policies of the 1980's

involved subgtantia reductionsin public expenditure on HD, wegkening the linksin Chain A.

Venezuela (HD-Lopsided, HD-Lopsided, Vicious)

Along with Jamaica, Venezuela represents a case where natural resource abundance has led to
'boom and bugt’ cycles in human-devel opment reminiscent of the Dutch Disease. During times of high ail
revenue, HD progress has typically been very good, largely as aresult of expansonary spending
programs, only to deteriorate drastically once oil prices have weakened and the public expenditure ratio
declined.

Socid spending on priority HD sectors kept pace during the first two decades. The share of the

centra government budget going to education and health increased throughout, with education spending
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risng from 6 percent of government expenditure in the 1950s to nearly 15 percent in 1971.* The literacy
rate increased rapidly, with primary and secondary school enrollment growing much faster than the
population,* helping to explain Venezud as human-development bias during this period.

Interestingly, though educationa and hedth indicators suffered during the 1980s, expenditure on
socid services did not gppear to suffer digproportionately large cuts. For example, the share of the
central government budget devoted to education decreased only from 14.4 percent in 1981 to 12
percent in 1990. Rather, what seemed to be at issue was poor resource use, that is, aworsening of the
HD production function linking inputs to outputs. During the 1980s, there was a shift in the composition
of socid service expenditures, with increasing shares devoted to support, planning and administration,
and decreasing shares to operationa programs and inputs, leading to marked inefficienciesin the delivery
of education and hedlth outputs.* Partly as a consequence, teaching quaity has declined, while school
dropout rates have increased. Only one-third of the student population continues in education past the
ninth grade*” Similarly, decaying infrastructure and shrinking budgets in the hedlth sector haveled to a
Stuation wherein 1990, 46 percent of Venezudas 300 public hospitas werein need of repair.®

Poor priority ratios in education have further weakened the two-way links between human
development and growth. Universties receive over 50 percent of education spending in Venezuela,

compared with about 25 percent in the rest of Latin America® The structure of Venezuelas education
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system has, moreover, focussed excessively on academic and philosophicd rather than vocationa and
scientific subjects™

Linksin Chain B wererdatively wesk. When Venezudafound itsdf in aboom following
increasesin ail pricesin the 1970s, rather than investing in sectors which might have generated more
broad-based employment opportunities and taking advantage of higher HD levels, the government
Ingtead encouraged capita-intensve import subgtitution industriesin stedl, duminum and
petrochemicals® Such policies enhanced the sructurd rigiditiesin the economy, thereby increasing
Venezudds vulnerability to externd shocks, worsening income ditribution and reducing growth.>2 Asa
result, once the externa Stuation deteriorated in the 1980s, Venezuda found itsdlf in avery difficult
gtuation. A largerisein red interest ratesin the internationd financid marketsin the early 1980s,
coupled with the sharp drop in oil pricesin 1986, triggered an economic crigs, plunging Venezudainto a
low-growth and poor-human devel opment decade: per capitaincome declined every year between
1979 and 1985 while poverty rapidly increased.”

Aswith most devel oping countries during the 1980s, externa shocks generated red costsin
human development as aresult of declining per capitaincome. Such effects were particularly severein
Venezuda. Between 1981 and 1990 the number of people living in poverty doubled from 24 to 59.2

percent, while the Gini Coefficient rose from 0.39 to 0.44.>
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Good Performers

Barbados (Virtuous, HD-Lopsided, HD-Lopsided)

In contrast to Jamaica, which started out in the virtuous category but subsequently moved into
vicious devel opment, Barbados began the 1960s in a virtuous cycle and managed to stay in HD-
lopsidedness afterwards, continualy improving its HD record over the past twenty years.

Such sugtained improvements were the resullt of strong linksin Chain A which alowed Barbados
steady economic growth -- averaging 3.2 percent per year from 1966 to 1996 -- to trandate into real
gansfor human development. On the household sde, a sustained improvement in income distribution
helped to increase household resources for human development. While income distribution became
more unequa during the 1950s, this trend was reversed, with the Gini Coefficient decreasing from 0.4 in
1960 to 0.28 in 1981

Improvements in femae education and femade participation in the labor market also contributed
to improving household HD expenditure patterns. The number of women entering formal sector
employment increased 21.6 percent over the 1970 to 1993 period,” helping to explain the reduction in
income inequdity.

On the public sector Sde, HD expenditure ratios were favorable and increasing. During the
1970s and 1980s, the hedth sector accounted for between 15 and 20 percent of current expenditures,
and 5 to 15 percent of capita outlays, while the comparable figures for education were in excess of 20

percent of the current budget, and about 10 percent of the capital budget.® In comparison, Brazil's
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outlays as a percent of total expenditures for the same period ranged between 3-5 percent for education
and 6-10 percent for health.®

The portion of public expenditure earmarked for 'priority’ areas dso improved, with hedth funds
devoted to improving sewage services, water quality, and the development of community hedth centers
providing dental, maternd and child care, and out-patient medical and psychiatric services® Active
family planning programs introduced in the 1950s were particularly important, helping to reduce the
fertility rate from 2.8 in 1970 to 1.7 in 1991, undoubtedly contributing to both the risein femde
employment and GDP per capita®

Over the same period, improvements in the HD production function also helped overdl HD
performance. In hedth, the government targeted funds more efficiently by providing school med
programs, while, in education, the government increased access, resulting in afavorable Stuation, with
less than 5 percent of the total enrollment in primary and secondary schoolsin the private sector.”

With regard to Chain B, Barbados aso took important steps to utilize the improvementsin
human development by diversifying the economy. Starting in the 1970s, the Barbados became
less dependent on primary (i.e., sugar) exports, with the share of manufactured exports and tourism
gradudly increasing to comprise two-thirds of exports by the 1 * Not only did this make the
economy more dynamic, but it o fed back into the HD-EG cycle and improved human devel opment

by increasing employment opportunities, particularly for women. The government further strengthened
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linksin Chain B by developing a number of vocationd schoolsin response to the changing employment
demand, developing a hotel school and teacher training center.*

The oil shocks of the 1970s and early 1980s did generate recessions in the Barbadian economy,
reducing growth. What is Sgnificant, however, is that such declinesin economic growth did not severdy

affect Barbados socid programs or its HD progress, permitting it to improve its HD record throughottt.

Chile (HD-Lopsided, HD-Lopsided, Virtuous)

What makes Chile an interesting case from our perspective is that, even when faced with
economic criss and mgor sructurd reforms, it managed to safeguard the HD improvements achieved in
previous decades which eventualy alowed it to move into avirtuous cycle.

Chile has had along tradition of a balanced development orientation. From the 1920s onwards,
successve governments have made substantia investmentsin the socid sectors, with the state playing a
very prominent role in the provison of education, hedlth, housing and socid security.® By the end of the
1960s the linksin Chain A were very well developed: socid expenditure comprised 20 percent of GDP,
registration in primary education covered 95 percent of the 6-14 year olds; and 81 percent of births
were delivered by professonds®

When hit by recessonsin the late 1970s and early 80s, Chile€'s post-1973 military government
undertook substantia adjustment programs characterized by areduction in the state€'s economic role.

This resulted in a decline in both the public expenditure and HD-dlocation ratios, with socid spending as
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ashare of GDP declining every year from 1984 to 1990.*” Despite thisreduction, Chiles HD was largely
left intact, due mainly to improvements in the targeting and effectiveness of its existing socid expenditure,
that is, the HD priority ratio and production function. The government developed a number of specid
programs and subsidies designed to protect the most vulnerable Strata of society, especidly mothers and
children, during the adjustment period. These included afamily subsdy for those in extreme poverty,
supplementary feeding program for mothers and preschoolers (2-5 years old), aswell as programs for
nutritiondly deficient children and a school feeding program designed to help reduce drop-out and
repetition problems.®

Other measures designed to strengthen the delivery of socid servicesincluded the
decentraization of education and hedth to municipdities, focussang restricted hedth budgets on disease
prevention rather than curative medicine, and an increase in the collaboration between private and public
hedlth care providers.®

The observed pattern of human development indicators suggests that government actions to
maintain the strength of the linksin Chain A during times of criss were successful. For example, the
prevaence of moderate and advanced manutrition declined to their lowest rates since the mid-seventies
in 1987.” Infant mortdity also fell, from 73 percent per 1,000 live birthsin 1972 to 17.1 per 1,000 in
1989,™ while drop-out ratesin primary education among public schools declined from 7.1 percent in

1977 to 5.1 percent in 1984.”7 Admittedly, there were some red costs of adjustment, as unemployment
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increased a great deal, from 6 percent in the 1960s to more than 16 percent during 1974-81, and
income digtribution worsened, with the Santiago Gini Coefficient increasing from 0.47 in the 1960s to
0.51in1978-82.” Poverty rates rose sharply in the 1980's, but extensve emergency employment
schemes were deployed to prevent excessive deterioration.

In some important respects, Chil€'s adjustment programs have aso contributed to better HD by
srengthening the links between HD and EG. Chilesreform of the labor market increased its flexibility
and eventudly the availability of employment opportunities, while its trade liberdization messures have
improved the deployment of Chile's subgtantia factor endowments and increased investment from
abroad.” Asareault, Chile developed into quite a dynamic economy in the 1990s, with good progress

in human development dong with respectable growth.

Colombia (HD-Lopsided, Virtuous, HD-Lopsided)

Sugtained improvements in a not very equitable income digtribution have played akey rolein
Colombias very good human development record. Labor's increasing share of income since the 1970s -
- afunction of economic palicies that made the labor market more flexible and increased |abor-intensive
minor industrid exports, i.e. srengthening the linksin Chain B, -- help to explain some of these sustained
Improvements in income digtribution.” The production and trade in drugs may aso have contributed.
Both the quantity and qudity of public expenditure, however, aso contributed much. During the period
under condderation, HD-dlocation ratios consstently rose: per capita public socid expenditure grew by

4 percent per year in red terms between 1970 and 1995, doubling its share of GDP from 6.7 percent to
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12.5 percent.” More importantly, priority ratios aso improved steadily, with public expenditures
becoming more progressive between 1975 and 1995 and the coefficients of concentration for public
expenditure on education and health indicating that alarger proportion reached the poor.” According to
some estimates, the re-distributive effect of socid spending from 1975 to 95 helped to reduce the Gini
Coefficient by 1.6 points™

Increasing levels of education among women point to the role of ancther important link.
Sgnificantly, by 1992, female enrollment rates were higher than maerates at dl levels of schooling, in
both rura and urban areas and across income groups.” This decrease in gender bias helped to increase
female participation rates in the |abor force, and reduce earning differentials between men and women.®
For example, the average hourly wage differentia favoring men by 30 percent in 1976 disappeared by
1992.%

Asareault of strong linksin Chain A, Colombia was able to take advantage of its very stable
GDP growth -- which averaged 4.5 percent from 1970-93* -- to improve HD in every decade. Almost
al indicators show sustained progress. badic literacy rose from 57 percent to approximately 90 percent
from 1959-93; infant mortdity rates have decreased from the 1960s when it was 15 percent above

internationd levels to about 25 percent below the internationaly expected leved for countries with
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Colombids nationa income; and poverty, using unmet basic needs as the criterion, decreased between
1970 and 1995, in marked contrast with the Stuation in the rest of Latin America®

There are d o indications that improvements in HD hel ped economic growth viathe strength of
Chain B. Anincreased flexibility in the labor market permitted the composition of exports to change
sgnificantly during the 1970s and 80s, with a gradud move from labor intensve exports to expanding the
share of sKkill-intensive manufactured exports® Partly as a consequence, tota factor productivity grew
during the 1970s, helping to explain Colombias move into the virtuous cycle category.® Thelinksin
Chain B, however, weakened towards the end of the 1970s, the result of stagnation in the growth of total
factor productivity, and alack of dynamism in investment. \When combined with the deterioration in the
externa economic environment, Colombias growth rate dowed, but stayed positive, explaining its retreet
back to HD-lopsided development in the 1980s. The sustained success of Colombia may more recently,
however, be coming under threat from a combination of macro-economic misteakes and arisng leve of

violence weskening both chains.

Mexico (Virtuous, Virtuous, HD-Lopsided)

Along with Chile, Mexico has come closest in Latin America to achieving virtuous devel opment
throughout the 1960-92 period.

The 1960s and 70s were times of virtuous development as aresult of earlier reformswhich
reinforced the connection between growth and HD improvementsin Chain A. Unlike Brazil, Mexico

ingtituted mgjor land reforms earlier this century. Absolute poverty declined during the 1960s and 70s,

83 |ondofio de la Cuesta, 1997, 34-35.
84 Berry and Tenjo, 1998, 159.

31



with some studies suggesting the number of poor families dropping by as much as 40 percent between
1950 and 1975.* Thereisless certainty, though, regarding the level and changes in income digtribution,
which gppear to have remained a rather unfavorable levels, i.e., Ginis between 0.5 and 0.6.*

The generd policy setting and prevailing politica ideology seem to have contributed to strong
linksin Chain A. A centrd pillar of post-revolutionary governments has been a strong commitment to
socid development. In the 1960s, this took the form of an 'Alliance for Progress framework, which
sought to enhance land reform, hedlth, sanitation, education and food production.® In the 1970s, the
Echeverriaand Portillo governments devel oped the strategy for 'shared development' -- desarollo
compartido -- focused on redistributing economic growth through higher socid expenditure ratios®
Educationd expenditure averaged around 18 percent of tota government spending in the 1970s, while
hedlth averaged around 5 percent.* Good priority ratios aso contributed to improvements, with primary
education and vaccination programs receiving the bulk of socid spending.®

Asareault of favorable spending patterns and a reduction in poverty, HD improved substantidly
between 1960 and 1980. Life expectancy increased from 59 yearsto 66 years, infant mortdity
decreased from 74.2 per 1,000 birthsto 53.1; literacy among 15 year olds and older increased from 66
percent to 83 percent; and educationd enrollment as a percentage of the population almost doubled,
from 16 percent to 30 percent.* Such HD improvements, moreover, fed back into the HD-GNP cycle

astotd factor productivity increased in the 1960s and 70s, contributing to Mexico's very robust growth
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rates.® Over the 1950-70 period, Mexico's annual GDP grew at 6.6 percent, resulting in an average
increase of 3.3 percent in GDP per capita™ and helping to produce a virtuous cycle of development.

The story in the 1980s was different, as macroeconomic imbalances and the debt crisis produced
acontraction in growth. Mexico cut its public expenditure ratio, with a corresponding declinein HD
spending, which contracted by 6.2 percent ayear between 1983 and 1988.* These cuts especidly
affected education, which saw its share of tota expenditure drop by 29.6 percent, with most of the
reduction absorbed by primary education.® HD indicators have resultingly been affected. Student-
teacher and student-school ratios, proxies for the quality of education, both declined between 1983 and
1988, while per capitamedical units, hospita beds, and doctors available in the forma" health sector
dsofdl?

Neverthdess, like Chile, Mexico attempted to address the weakening of Chain A'slinks through
amore efficient use of public funds. While the government cut its program of generd tranders, it
attempted to target existing food subsidies specificdly to the poor through the Programa Nacional de
Alimentacion (PRONAL).*® At amore generd leve, an important policy mitigating the impact of
adjustment, its macroeconomic consequences notwithstanding, was the temporary expangon of public
sector employment. Another development which has helped Mexico to remain in HD-lopsided

development despite economic decline has been the improving gender Stuation in Mexico. Women's

91 Maddison et al, 1992, 196 and 201.
92 |bid, 187.

93 | bid, 149.

94 |bid, 143.

95 Friedmann et al, 1995, 344.

96 |bid.

97 |bid, 359-61.

98 Friedmann et al, 1995, 365.



rights have gradualy been inditutionaized in Mexico's legd framework during the 1980s.® Femde
participation rates in forma sector employment have increased, the schooling gep between men and
women has declined, and there gppears to be no difference between male and femae rates of infant
mortdity, a sengtive measure of discrimination in access to hedth care'®

Questionable Performers

Argentina (Vicious, Vicious, HD-Lopsided) Argentina, like Peru, has exhibited an ambiguous record of
development, experiencing low growth and human development for two decades before moving into
HD-lopsidedness in recent years.

Growth rates in the 1960s began to dow due to the increasing unsugtainability of import-
subgtitution policies implemented in previous decades.”” While Argentinas human devel opment record
during the 1940s and 50s had been relatively good, by Latin American stlandards, it began to dacken as
aresult. Nevertheless, successve military regimes introduced measures aimed at improving living
gandards, including retirement benefits for domestic servants, family alowances, hedth insurance for
retired workers, and asocid housing fund (FONAVI).** Despite such efforts, human devel opment
actudly worsened in the 1970s. Three factors conspired to weaken Chain A. First, income digtribution
became more uneven and poverty increased. Between 1970 and 1980, the upper decile of household
enlarged its share of total income by dmogt 5 percentage points, while the lower dratalost dmost 3

percentage points.'® Red wages dso fell by 30 percent after the 1976 wage freeze, increasing the
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portion of the population faling into poverty.* Second, HD dlocations as a share of the public
expenditure ratio declined due to increased security expenditures which crowded out the socid sectors.
Asapercent of GDP, expenditure on education fell from 4 percent in 1973 to 2.6 percent in 1977,
indicating adeclinein red terms as GDP dso fell over the same period.'® Third, the HD production
function weakened, as the lack of coordination between private and public HD providers, particularly in
hedth care, reduced the rdlative efficiency of HD inputs.'®

Severd undesirable changesin Chain B aso contributed to the vicious cycle of the 1970s.
L abor-force participation rates started to fal quite sharply; the activity rate of adult mae household-
heads of working age decreased from 53.6 percent in 1960 to 50.3 percent in 1980, while that of
femdes stagnated after substantia growth in the previous decade.””” Obvioudy, the substantia dow-
down of economic activity after 1974 contributed to the underutilization of labor. However, economic
policy implemented after 1976 exacerbated the Stuation. An overvalued currency led to a contraction in
manufacturing employment, as did the very rapid liberdization of trade and the privatization of public
enterprises, further dampening labor demand.*® To make things worse, Argentinds educationd curricula
did not keep pace with changes in the type of |abor demanded'®

Surprisingly, however, just as the debt cris's exacerbated macroeconomic disequilibrium and
GDP contracted by 9.4 percent between 1980 and 1990,"° Argentina managed to move into the HD-

lopsided category. This occurred due to a strengthening of Chain A after 1982. Even though public
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expendituresfdl in the 1980s, HD spending did not suffer dioroportionate cuts. In fact, total public
socid spending measured in congtant prices was dmost 30 percent higher on average during the 1980s
than during the 1970s while, in per capitaterms, it was 8 percent higher on average than in the previous
decade.™

Not only did larger HD expenditure ratios strengthen Chain A, but the more efficient use of HD-
inputs also contributed. For example, public health funds became more progressive. During the 1980s
there was arise in the number of patients from lower-middle class households using public hospitds,
while an estimated 44 percent of expenditures on public hospitas went to the poorest quintile of
householdsin 1986."* Thereis aso some evidence that the steedy decentrdization of socid servicesto
provincid and municipa authorities, beginning with primary education in 1978, has gradudly improved
the quantity and effectiveness of their ddlivery.™* Moreover, the government aso began to improve
priority ratios by attempting to target the poor through the Nationd Food Program (PAN) begunin
1984, providing food subsidies to poor households for the first time**

Asareault of theincrease in HD-alocation ratios and improvements in the HD production
function, human development performance during the 1980-92 adjustment period appears to have been
better than in the previous two decades, with improvementsin many indicators. Infant mortality, for
example, dropped from 33.2 to 25.6 per thousand births between 1980 and 1990.*° Smilarly, poverty,

while increasing a the very beginning and end of the decade, appears to have decreased from 1991
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onwards due to increases in real wages."*® Given the socid sector reforms of the early 1990s -- with
further decentrdization and reform of pension and tax systems -- and despite the recent Brazil-rel ated

hiccup, Argentinamay well be on its way to an eventua move into the virtuous cycle of development.

Peru (HD-Lopsided, Vicious, HD-Lopsided)

The 1960s were ardatively good decade for Peru, as it managed to advance its human
development performance. Income distribution was not favorable, with some studies showing that the
concentration of income actudly increased during the 1960s.*” Nevertheless, absolute living standards
did improve because economic growth managed to increase workers red incomes aswell as public
expenditure on education.™® Between 1958 and 1968 primary education enrollment doubled, while that
for secondary education tripled.”® Similarly, the rate of illiteracy shrank from 57 percent in 1940 to 28
percent by the end of the 1960s."°

Chain B results worsened in the 1970s as aresult of sharp declinesin public investment which

had serious consequences for capitd accumulation. The declinein Peru'sratio of investment to GDP was

three times as great as elsawhere in Latin America between 1975 and 1985.121 Growth rates suffered
also asaresult of the debt crisis, sparking a protracted recession in the 1975-90 period, leading to a 1/3

declinein per cgpitaincome.”
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The declinein EG, in turn, tended to reduce private as well as public outlays on HD inputs. For
example, expenditure on education, hedth, housng and employment fdl starting in 1975, both in absolute
and per capitaterms and as a proportion of total government expenditure A worsening pattern of
income distribution and poverty dso affected Chain A adversdy. Although the Veasco regime
attempted some re-digtributive programs, they proved largely ineffective.* Consequently, HD indicators
fel somewhat during the next two decades, dthough a massve expanson of the informa and NGO
sector may have helped mitigate the problem.

Peru's performance in the 1980s highlights the importance of income distribution for both chains.
The worsening of income distribution in the 1970s led to increased socid unrest and interna
disturbances. Kidnappings, bombings and acts of sabotage have increased rapidly, while the number of
violent deaths per capitarose substantidly after 1987. All this has weekened Chain B, depressing the
growth rate by damaging infrastructure, increasing security costs and discouraging foreign investment. It
has as0 had an effect on human development not only as aresult of direct physica violence, but dso
because the government has had to divert public funds away from essentid socia services.

Nevertheless, Peru moved back into HD-lopsidedness in the 1980s, partly because of
improvements in the efficiency of the HD production function. Both education and hedlth expenditures
appear to have become more progressive: in 1985-86, approximately 46 percent of sudents enrolled in
public school were in the bottom two quintiles of distribution, whereas only 40 percent were in the top

two.*** Evidence dso indicates that the poor made rdatively more use of public hedth services,
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particularly hedth centers and clinics, rather than hospitals™ A number of compensatory socid policies
targeted at the poor also proliferated during the 1980s, with employment programs appearing focussed
particularly on adult women.”® Civil society activity aso rose consderably, with a number of NGOs
initiating their own food, hedth and employment programs, partly compensating for the declinein HD

related public expenditures.”
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Section IV. Summary and Conclusons

While generdizing too much from individua country experiences may be risky, given ther diverse
initial conditions and historical legacies, certain indructive paiterns do emerge from this comparative Latin
American performance.

First, the observed patterns appear to corroborate the genera observation that human
development must precede or accompany economic growth in order for virtuous patterns of
development to result. The four countries that managed to cross into the virtuous category for one or
more decades -- Barbados, Chile, Colombiaand Mexico -- either started out with relatively good
growth and human devel opment (Barbados and Mexico), or initiated rapid improvementsin HD which
eventudly reinforced both chains (Chile and Colombia). It adso gppears that countries which made early
progress in human development stood a better chance of sustaining, if not improving, their HD record
during difficult economic downturns and adjustment periods (e.g., Barbados, Chile, Colombia, Mexico).
In contrast, the four poor performers which ended up in the vicious category in the 1980s -- Brazil, Halti,
Jamaica and Venezuela -- did not commit to HD improvements early on (Haiti, Brazil), or falled to
protect HD sectors during times of economic downturn (Jamaicaand Venezuda).

Second, income digtribution gppears to be an important variable in explaining differencesin
performance, viaitsimpact on both chains. In dl countries with one or more decades of vicious
development, worsening distributions of income gppear to have preceded the move to the vicious
category, eg., Brazil, Jamaica, and Peru. Peru's experience, in particular, highlights the concomitant
effects income distribution can have on both chains, not only in reducing the effects of economic growth
on human development, but dso in depressing growth through politicad and economic indahility,

eventuadly dso depressng HD improvements. All countries which moved into avirtuous cycle, in
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contrast, witnessed prior improvementsin ther distribution of income. Thiswas particularly the case with
Colombia, which managed to reduce income inequdity in every decade and, as aresult, to improve its
HD performance.

Third, the relative effectiveness of expenditures on HD inputs appears to be an important
mechanism for sugtaining improvements in human development. Although dmost dl the countries
examined reduced the absolute and relative vaue of HD expendituresin the aftermath of the 1980s debt
crigs, the mgority of those that managed to remain in HD-lopsidedness did so by improving the priority
ratios and the efficiency of the HD production function. Chile and Mexico for example, compensated for
reduced socid sector outlays by rendering existing expenditure patterns more efficient through ensuring
better accessto lower income groups. In Peru, improvements in the HD production function eventudly
hel ped the country move back from the vicious into the HD-lopsided category. Increased femde
education and employment probably also played an important role, eg. in Colombia

Lag, it may be particularly important for countries with natural resource abundance to adopt a
balanced approach to development, one which generates broad employment opportunities during times
of economic boom and which therefore may help to redress the problems created during economic
downturns. Both Jamaicaand Venezudainitidly strengthened linksin Chain A, but neglected those in
Chan B. Thisdisregard not only further depressed growth during economic declines, but it dso
worsened the HD gituation by exacerbating unemployment and red wages, leading eventudly to
Jamaica s and Venezudds perverse movement from virtuous and HD-lopsided development into the
vicious cycle category. Ther experience underlines the iterative, mutudly reinforcing nature of the HD-

GDPcycle.
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From the policy point of view, the trangtions we clearly need to examine more closely are those

from vicious to HD-lopsded, from HD-lopsided to virtuous, or the very unusud case, undoubtedly

difficult, of taking the direct route from vicious to virtuous.

Our earlier review of the links in the two chains suggests that to move from vicious to HD-

lopsided one needs to strengthen the links in Chain A, which may be achieved by adopting some of the

following policies

those leading to a shift in resource alocation towards education and hedth services,
especidly those serving the mgority of the people, as gpparently occurred in Argentinawith
enhanced decentralization.

those generating amore equd didtribution of income (for example, through amore
employment-intensive pattern of output and/or land and tax reform).

those providing larger opportunities for the unemployed, for example Chiles Emergency
Employment Scheme or Bolivia's Socid Fund in the 1980s, which received subgtantia
support from donors.

those increasing femae school enrolment ratios.

Movement from the HD-lopsided to the virtuous category requires strengthening the linksin

Chan B by, for example:

taking advantage of an improved HD to promote economic growth through country specific
macro- and micro-leve policy reforms,
Increasing the investment rate, possibly asssted from the outside;

improving the digtribution of income.
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We do not wish to argue here that any particular set of policies would achieve a particular
movement across categories, rather we want to emphasize an important conclusion about the sequencing
of policy change, i.e. that HD must be strengthened befor e a virtuous cycle can be attained. Policy
reforms, which focus only on economic growth, are unlikely to succeed. Countriesin avirtuous cycle
category may well dip back into HD-lopsdednessiif, for some reason, growth dows down, but as long
as HD gays high such cases have a good chance of resuming their virtuous cycle pattern.

Whenever either or both chains gppear to be week, leading to lop-sded or vicious cycles, it is
important to identify where the week links are and what the gppropriate policies might be to strengthen
such links. Such policies must, moreover, be viewed in an evolutionary context. Even countriesinitidly
successful in both HD and EG will need to change their policies as development proceedsin order to
sudtain their success. In an early phase, for example, priority might have to be given to primary education
and some comprehensive hedlth interventions, both from the perspective of improving HD and that of
Increasing economic growth. At alaer stage, the roles of science and technology ingtitutions and higher
education are likely to become more important.

In summary, we have demonstrated the existence of an iterative process between the ultimate
obj ective—improvements in HD—and economic growth as a necessary but not sufficient condition for
achieving such improvements. Moreover, by investigating the relative importance of various links
connecting HD and EG we have identified the direction policy might take to strengthen such links. One
important concluson concerns the desirable phasing of policy change. Our findings do not deny the
importance of economic reforms, but emphasize that afocus on HD must be included from the beginning
of any reform program. Economic growth itsdf will not be sustained unless preceded or accompanied

by improvementsin HD.



References

Ademan, I. And Morris, C., 1967. Society, Palitics and EconomicDevelopment: A Quantitative
Approach, Bdtimore: John Hopkins University Press.

Ainsworth, M., K. Beegle and A. Nyamete, 1995, “The Impact of Female Schooling on Fertility and
Contraceptive Use: A Study of Fourteen Sub-Saharan African Countries,” LSMS Working
Papers, 110, Washington, DC: World Bank.

Alcade, J.G., 1991, Development, Decay and Social Conflict, Lanham, MD: University Press of
America

Alderman, H., J. R. Behrman, D. Ross and R. Sabot, 1995, * Decomposing the Gender Gap in Cognitive
Sillsin aPoor Rurd Economy,” Journal of Human Resources, 31.

Alderman, H., J. R. Behrman, S. Khan, D. Ross and R. Sabot, 19663, ‘ The Income Gap in Cognitive
Sillsin Rurd Pakigan, Economic Development and Cultural Change, 44.

Alderman, H., J. R. Behrman, S. Khan, D. Ross and R. Sabot, 1966b, ‘ The Returns to Endogenous
Human Capitd in Pakistan's Rurd Wage Market,” Oxford Bulletin of Economics and
Satistics.

Alesina, A. and R. Peratti, 1994, ‘ The Palitica Economy of Growth: A Critica Survey of the Recent
Literature, The World Bank Economic Review, 8.

Alesng A. and D. Rodrik, 1994, ‘ Digtributive Politics and Economic Growth,” Quarterly Journal of
Economics, 1009.

Altimir, O., 1998, 'Income Distribution and Poverty Through Criss and Adjusment,’ in A. Berry, ed.,
Poverty, Economic Reforms and Income Distribution in Latin America, Boulder: Lynne
Riener.

Amadeo, E. et. a., 1993, Human Resources in the Adjustment Process, Working Paper 137,
Washington, DC: Inter-American Development Bank.

Azher, R. A., 1991, ‘Education and Technica Efficiency During the Green Revolution in Pakigan,’
Economic Development and Cultural Change, 39.

Baker, J., 1997, Poverty Reduction and Human Development in the Caribbean, World Bank
Discussion Paper No. 366.

Barro, R. J., 1991, ‘ Economic Growth in a Cross-section of Countries, Quarterly Journal of
Economics, 106.



Barro, R. J. and J. -W. Lee, 1993, ‘International Comparison and Educationa Attainment,” Journal of
Monetary Economics, 32.

Barro, R. J. and J. “W. Lee, 1994, ‘Losers and Winnersin Economic Growth,” Proceedings of the
World Bank Annual Conference on Development Economics, 1993, Washington, DC:
IBRD.

Barros, R. et. d., 1995, 'Brazil: Wefare, Inequdity, Poverty, Socia Indicators and Socid Programsin
the 1980s," in N. Lustig, ed., Coping with Austerity, Washington, DC: Brookings.

Beccarig, L. and R. Carciofi, 1995 'Argentina: Socia Policy and Adjustment during the 1980s;" in N.
Lustig, ed., Coping With Austerity, Washington, DC: Brookings.

Behrman, J. R., 1990a, Human Resource Led Devel opment: Review of 1ssues and Devel opment,
New Dehi, India ARTEF/ILO.

Behrman, J. R., 1990b, ‘ The Action of Human Resources and Poverty on One Ancother: What We Have
Yetto Learn, LSMS Working Paper 74, Washington: World Bank.

Behrman, J. R., 1990c, ‘Women's Schooling and Nonmarket Productivity: A Survey and A
Regpprasa,’ Philadephia, PA: Univerdty of Pennsylvania, mimeo.

Behrman, J. R., 1993, * The Economic Rationde for Investing in Nutrition in Developing Countries,
Pakistan Devel opment Review, 33.

Behrman, J. R., 19553, ‘ Intrafamily Digtribution in Developing Countries” Pakistan Devel opment
Review, 33.

Behrman, J. R., 19553, ‘ The Impact of Digtributive Policies, Governmenta Expenditure Patterns and
Decentraization on Human Resources” Philadelphia, PA: Univerdty of Pennsylvania, mimeo.

Behrman, J. R., 1955b, ‘ Intra-Household Allocation of Resources. |s There a Gender Bias? in Sex
Differentialsin Infant and Child Mortality, New Y ork: Population Divison, United Nations.

Behrman, J. R., 1966, ‘ Impact of Health and Nutrition on Education,” World Bank Research Observer,
11.

Behrman, J. R. and A. B. Deoldikar, 1987, *Will Developing Country Nutrition Improve with Income?
A Case Study for Rura South India” Journal of Political Economy, 95.

Behrman, J. R. and A. B. Deoldikar, 1988, ‘Hedth and Nutrition,” in H. B. Chenery and T. N.
Srinivasan, eds., Handbook of Devel opment Economics, Val. 1, Amsterdam: North Holland.



Behrman, J. R. and A. B. Deoldikar, 1989, ‘Wages and Labor Supply in Rurd India: The Role of
Hedth, Nutrition and Seasondity,” in D. E. Sahn, ed., Causes and Implications of Seasonal
Variability in Household Food Security, Batimore, MD: The Johns Hopkins University Press.

Behrman, JR. and A.B. Deoldikar, 1991, "The Poor and the Socid Sectors During a Period of
Macroeconomic Adjustment: Empirical Evidence for Jamaica World Bank Economic Review,
32

Behrman, J. R. and V. Lavy, 1994, * Child Hedth and Schooling Achievement: Association, Causdlity,
and Household Allocations,” World Bank Living Standards Measurement Study Paper No. 104,
Washington, DC: Wold Bank.

Behrman, J. R. and V. Lavy, 1995, ‘ Production Functions, Input Allocations and Unobservabiles: The
Case of Child Hedlth and Schooling Success,” Philaddphiac University of Pennsylvania, mimeo.

Behrman, J. R. and B. L. Wolfe, 1987a, ‘How Does Mother’ s Schooling Affect the Family’ s Hedlth,
Nutrition, Medica Care Usage and Household? , Journal of Econometrics, 36.

Behrman, J. R. and B. L. Walfe, 1987Db, ‘ Investmentsin Schooling in Two Generationsin Pre-
Revolutionary Nicaragua: The Roles of Family Background and School Supply,” Journal of
Development Economics, 27.

Behrman, J. R., M. R. Rosenzwelg and P. Vashishtha, 1995, ‘ L ocation-Specific Technicad Change,
Human Capital and Loca Economic Development: The Indian Green Revolution Experience;” in
H. Siebert, ed., Locational Competition in the World Economy, Kid: Kid Inditute of World
Economics.

Berry, A. and J. Tenjo G., 1998, 'Trade Liberdization, Labor Reform, and Income Digtribution in
Colombia,' in A. Berry, ed., Poverty, Economic Reform & Income Distribution in Latin
America, Boulder: Lynne Riener.

Birdsdl, N., 1985, ‘ Public Inputs and Child Schooling in Brazil,” Journal of Development Economics,
18.

Birdsdll, N., 1993, ‘ Socia Development is Economic Development,” World Bank Policy Research
Working Papers, WPS, 1123, Washington, DC

Birdsdl, N., D. Ross and R. Sabot, 1995, ‘ Inequality and Growth Reconsidered: Lessons from East
Asa’ World Bank Economic Review, 9.

Birdsal, N. and R. Sabot, 1994, *Virtuous Circles. Human Capitd Growth and Equity in East Asa/
Washington, DC: World Bank, mimeo.



Blau, David, 1986, * Fertility, Child Nutrition, and Child Mortdity in Nicaragua: An Economic Anayss of
Interrdlationships,’” Journal of Developing Areas, 20.

Boissier, M., J. B. Knight and R. H. Sabot, 1985, ‘ Earnings, Schooling, Ability and Cognitive Skills;
American Economic Review, 75.

Bouis, H. E., 1994, * The Effect of Income on Demand for Food in Poor Countries: Are Our Databases
Giving Us Rdiable Estimates?” Journal of Development Economics, 44.

Bouis, H. E. and L. J. Haddad, 1992, ‘ Are Estimates of Calorie-Income Eladticities Too High? A
Recdibration of the Plausble Range,” Journal of Development Economics, 39.

Bourgignon, F., 1955, * Equity and Economic Growth: Permanent Questions and Changing Answers?’
background paper prepared for the 1996 Human Development Report, UNDP.

Bourguinon, F. and C. Morrisson, 1990, ‘Income Digtribution, Development and Foreign Trade: A
Cross-sectiond Andysis European Economic Review, 34.

Boyd, D., 1988, 'The Impact of Adjustment Policies on Vulnerable Groups. The Case of Jamaica,
1973-85," in G.A. Cornig, R. Jolly and F. Stewart, eds., Adjustment with a Human Face, Val.
2, Oxford: Clarendon Press.

Bruno, M., M. Ravdlion and L. Squire, 1955, ‘ Equity and Growth in Developing Countries. Old and
new Perspectives on the Policy Issues” Paper presented at Internationa Monetary Fund
Conference on Income Digtribution and Sustainable Growth, Washington, DC, June 1-2.

Butt, M. S., 1984, ‘ Education and Farm Productivity in Pakistan,” Pakistan Journal of Applied
Economics, 3.

Coppin, A., 1995, 'Women, Men and Work in a Caribbean Economy: Barbados Social and Economic
Sudies, 44: 2& 3.

Cornig, G. A. and F. Stewart, 1987, 'Country Experience with Adjustment' in G.A. Cornia, R. Jolly and
F. Stewart, eds., Adjustment with a Human Face, Val. 1, Oxford: Clarendon Press.

Cornia, G. A. and F. Stewart, 1995, ‘ Two Errors of Targeting’ in F. Stewart, Adjustment and
Poverty: Options and Choices, London: Routledge.

Deininger, K. and L. Squire, 1966, ‘A New Data Set, Measuring Income Inequality,” World Bank
Economic Review, 10.

Deoldikar, A. B., 1988, ‘Nutrition and Labor Productivity in Agriculture: Estimates for Rura South
India” Review of Economics and Statistics, 70.

a7



Deoldikar, A. B., 1993, ‘ Gender Differencesin the Returns to Schooling and School Enrollment Ratesin
Indonesia” Journal of Human Resources, 28.

Deraniyagala, S., 1995, Technical Change and Efficiency in i Lanka’s Manufacturing Industry,
D. Phil., Oxford.

Duatey N., A.E.P,, 1996, 'Legd Reform in Mexico and its Effects on Women, 1984-94' in L. Randall,
ed., Changing Structure of Mexico: Political, Social and Economic Prospects New Y ork:
M.E. Sharpe.

Duraisamy, P., 1992. *Effects of Education and Extension Contacts on Agricultural Production,” Indian
Journal of Agricultural Economics, 47.

Economigt Intelligence Unit, 1991-92, Country Profile: Mexico, London: Economist Intelligence Unit.

Economigt Intelligence Unit, 1997-98a, Country Profile: Jamaica, Barbados, London: Economist
Intelligence Unit.

Economist Intelligence Unit, 1997-98b, Country Profile: Venezuela, London: Economist Intelligence
Unit.

Economist Intelligence Unit, 1998-99a, Country Profile: Brazl, London: Economist Intelligence Unit.
Economigt Intelligence Unit, 1998-99b, Country Profile: Chile, London: Economist Intelligence Unit.

Edwards, S., 1993, * Openness, trade liberdization, and growth in developing countries,” Journal of
Economic Literature, 31.

Fe, J. C. H., G. Ranisand F. Stewart, 1985, ‘ Towards Viable Baanced Growth Strategies: A
Locationa Perspective,’ paper prepared for UNIDO.

Feds G. S, 1989, ‘ Changes in Poverty and Inequality in Developing Countries, World Bank
Research Observer, 4.

Figueroa, A., 1995, 'Peru: Socid Policies and Economic Adjustment in the 1980s," in N. Lustig, ed.,
Coping With Austerity, Washington, DC: Brookings.

Figueroa A. and A. Denis, 1996, Social Exclusion and Inequality in Peru, Geneva: Internationd
Labor Organization.

Foster, A. D. and M. R. Rosenzwelg, 1994, ‘ Technicad Change and Human Resources and Investments:
Consequences of the Green Revolution,” Philadephia, PA: University of Pennsylvania, mimeo.



Foster, A. D. and M. R. Rosenzweig, 1995, ‘Learning by Doing and Learning from Others: Human
Capitd and Technicd Change in Agriculture” Journal of Political Economy, 103.

Friedmann, S. et. d., 1995, 'Mexico: Socid Spending and Food Subsidies during Adjustment in the
1980s in N. Lustig, ed., Coping with Austerity, Washington, DC: Brookings.

Garcia, M., 1990. ‘Resource Allocation and Household Welfare: A Study of Personal Sources of
Income and Food Consumption, Nutrition and Hedlth in the Philippines,” Ph.D. thesis, Indtitute of
Socid Studies, The Hague.

Gemmdl, N., 1955, ‘ Evauating the Impacts of Human Capitd Stocks and Accumulation on Economic
Growth: Some New Evidence,’” Center for Research in Economic Development and International
trade, Univergty of Nottingham.

Gertler, P., L. Locay and W. Sanderson, 1987, * Are User Fees Regressive? The Welfare Implications
of Hedlth Care Financing Proposasin Peru,” Journal of Econometrics, 36.

Golbert, L. and E.T. Fanfani, 1994, 'Poverty and Socid Structure in Argentina: Outlook for the 1990s;’
Democracy and Social Policy Series, Kellog Institute, Working Paper #6-Spring 1994.

Grossman, G. M. and E. Helpman, 1991, Innovation and Growth in the Global Economy,
Cambridge: M.I.T. Press.

Habibi, N., C. Huang, D. Miranda, V. Murillo, and G. Ranis, 1999, Decentralization in Argentina,
Y CIAS Working Paper, Yade University.

Haddad, L. and H. Gouis, 1991, ‘ The Impact of Nutritiond Status on Agricultural Productivity: Wage
Evidence from the Philippines, Oxford Bulletin of Economics and Statistics, 53.

Harbert, L. and P. O. Scandizzo, 1981, ‘ Food Distribution and Nutrition Intervention: The Case of
Chile’ Staff Working Paper 512, Washington, DC: The World Bank.

Heckman, J. J. and V. J. Hotz, 1986, ‘ The Sources of Inequality for Maesin Panama's Labor Market,
Journal of Human Resources, 21.

Hdliwdl, J. F. and R. Putnam, 1995, ‘ Economic Growth and Socid Capitd in Italy,” Eastern
Economic Journal, 21.

Hill, H., 1992, ‘ Regiond Development in a BoonV/Bust Petroleum Economy: Indonesia since 1970,
Economic Development and Cultural Change, 40.

49



Hoddinott, J. and L. Haddad, 1991, ‘Household Expenditures, Child Anthropometric Status and the
Intrahousehold Divison of Income: Evidence from the Cote d' Ivoire, Research Program in
Development Studies, Woodrow Wilson School, Discussion paper 155.

Holder, C. and R. Prescod, 1989, 'The Distribution of Personal Income in Barbados Social and
Economic Sudies, 38: 1.

Immink, M. and F. Viterri, 1981, ‘ Energy Intake and Productivity of Guatemaan Sugarcase Cutters. An
Empiricd Test of the Efficiency Wage Hypothess’ journal of Development Economics, 9.

Inter-American Economic and Socid Council, 1974, Stuation, Principal Problems and Prospects for

the Economic and Social Development of Barbados, Washington, DC: Organization of
American States.

Internationa Monetary Fund, Gover nment Finance Statistics, Washington, DC: International
Monetary Fund, various issues.

Jamison, D. and P. Moock, 1984, ‘ Farmer Education and Farm Efficiency in Nepd: The Role of
Schooling, Extenson Services and Cognitive Skills; World Development, 12.

Jayaraman, R., 1995, *On the Meta-production Front: An Evidence-Gathering Exercise,’ processed for
UNDP, New Y ork.

Keesing, D. B., 1966, ‘ Labor Skills and Comparative Advantage,” American Economic Review, 56.
Kenen, P. B., 1965, ‘Nature, Capita and Trade,” Journal of Palitical Economy, 73.

King, E. M. and R. Bdlew, 1988, ‘ Education Policy and Schooling Levelsin Peru,” Washington, DC:
The World Bank, mimeo.

King, E. M. and M. A. Hill, eds.,, 1993, Women'’s Education in Developing Countries. Barriers,
Benefits, and Palicies, Batimore and London: The Johns Hopkins University Press, published
for the World Bank.

King, E. M. and L. A. Lillard, 1987, ‘ Education Policy and Schooling Attainment in Maaysa and the
Philippines; Economics of Education Review, 6.

Klugman, J., 1995, ‘ Decentrdization: A Survey of the Literature from a Human Development
Perspective, Human Devel opment Report Office Occasional Papers No. 12.

Krueger, A., 1978, Foreign Trade Regimes and Economic Development: Liberalization Attempts
and Consequences (Cambridge, MA: Bdlinger).



Lager, A. and R. Lozano, 1996, 'The Hedthcare of WWomen in Mexico: Current Panorama and Future
Prospects,” in L. Randdl, ed., Changing Structure of Mexico: Political, Social and
Economic Prospects, New York: M.E. Sharpe.

Lavy, V., J. Strauss, D. Thomas and P. de Vreyer, 1995, “The Impact of the Quality of Hedth Care on
Children’s Nutrition and Surviva in Ghana’ LSM S working Papers, 106, Washington, DC:
World Bank.

Leamer, E., 1993, ‘ Factor-Supply Differences as a Source of Comparative Advantage, American
Economic Review, 83.

Lipton, M., 1977, Why Poor People Stay Poor: Urban Biasin World Devel opment, London:
Temple Smith.

Lipton, M. and M. Ravallion, 1995, ‘ Poverty and Policy’ in J. R. Behrman and T. N. Srinivasan, eds,,
Handbook of Development Economics, Vol. 3, Amsterdam: North Holland.

Londofio de la Cuesta, J.L., 1997, 'Socia Riftsin Colombia,’ Cepal Review, 61.

Lo Vuolo, R., 1995, The Welfare State in Contemporary Argenting,’ Democracy and Social Policy
Series, Kellog Institute, Working Paper #2-Spring 1995.

Lucas, R. E., 1988, * On the mechanics of Economic Development,” Journal of Monetary Economics,
22.

Lundahl, M., 1996, 'Income and Land Didtribution in Haiti: Some Remarks on Available Statistics,'
Journal of Interamerican Sudies & World Affairs, 38: 2/3.

Maddison, A. et. a., 1992, The Poalitical Economy of Poverty, Equity and Growth: Brazl and
Mexico, Washington, DC: World Bank.

Marquez, G., 1995, 'Venezuela: Poverty and Socia Policiesin the 1980s," in N. Lustig, ed., Coping
With Austerity, Poverty and Inequality in Latin America, Washington, DC: Brookings.

Marquez, G. et. d., 1993, 'Fiscd Policy and Income Didtribution in Venezuda,' in R. Hausmann and R.
Rigobon, eds., Government Soending and Income Distribution in Latin America, Washington,
DC: Inter-American Bank.

Marshall, A., 1998, 'State Intervention, the Labor Market, and Inequality in Argentina,' in A. Berry, ed.,

Poverty, Economic Reform and Income Distribution in Latin America, Boulder: Lynne
Riener.

51



Michadly, M., 1977, * Exports and Growth: An Empirica Investigation,” Journal of Developing
Economies, 4.

Nissen, H-P and F. Welsch, 1994, 'Part 2 - Venezuela,' in A. de Janvry €t. al., eds., The Political
Feasibility of Adjustment in Ecuador and Venezuela, Paris. OECD.

North, D., 1990, ‘Ingtitutions and Their Consequences for Economic Performance,” in K. Cook and M.
Levi, eds,, The Limits of Rationality, Chicago: University of Chicago Press, pp. 383-401.

OECD/DAC, 1995, Development Cooperation: Efforts and Policies of the Members of the
Development Assistance Committee, Paris. OECD.

Owens, T. and A. Wood, 1995, ‘ Export-Oriented Industridization Through Primary Processing? IDS
Working Paper 19, Indtitute of Development Studies, University of Sussex, Brighton.

Pack, H. and L. Westphd, 1986, ‘ Indudtrial Strategy and Technologica Change: Theory versus Redlity,
Journal of Development Economics, 22.

Perotti, R., 1993, *Political Equilibrium, Income Digtribution, and Growth,” Review of Economic
Sudies, 60.

Persson, T. and G. Tabdlini, 1994, ‘Is Inequdity Harmful for Growth? American Economic Review,
84.

Pitt, M. M., M. R. Rosenzweig and M. N. Hassan, 1990, ‘ Productivity, Hedth and Inequdity in the

I ntrahousehold Distribution of Food in Low-Income Countries,” American Economic Review,
80.

Prud’ homme, R., 1995, ‘ The Dangers of Decentraization,” The World Bank Research Observer, 10.

Psacharopolous, G., 1994, ‘ Returns to Investment in Education: A Globa Update,” World
Development, 22.

Psacharopolous, G., S. Morley, A. Fiszbein, H. Lee and B. Wood, 1992, Poverty and Income
Distribution in Latin America: The Story of the 1980s,Washington, DC: World Bank.

Raczynski D., 1988, 'Socid Policy, Poverty, and Vulnerable Groups: Children in Chile" in G.A. Cornia,
R. Jolly and F. Stewart, eds., Adjustment with a Human Face, Val. 2, Oxford: Clarendon
Press.

Raczynski D. and P. Romaguera, 1995, ' Chile: Poverty, Adjustment, and Socid Policiesin the 1980s/
in N. Lusting, ed., Coping with Austerity, Washington, DC: Brookings.

52



Ram, R., 1985, ‘exports and Economic Growth: Some Additional Evidence,” Economic Development
and Cultural Change, 33, pp. 415-425.

Rana, P., 1988, ‘ Exports, Policy Changes and Economic Growth in Developing Countries after the 1973
Oil Shock,” Journal of Developing Economics 28, pp. 261-264.

Ranis, G., 1979, ‘ Appropriate Technology in the Dual Economy: Reflections on Philippine and
Tawanese Experience,’ in A. Robinson, ed., Appropriate Technologies for Third World
Development, New York: MacMillan

Ranis, G., J. C. H. Fet and S. W. Y. Kuo, 1979, Growth with Equity: The Taiwan Case, New Y ork:
Oxford University Press.

Ranis, G. and F. Stewart, 1994, ‘ Decentraisation in Indonesia’ Bulletin of Indonesian Economic
Sudies, 30.

Ranis, G., F. Stewart, and Algjandro Ramirez, 2000, ‘ Economic Growth and Human Development,’
World Development, pp. 197-219.

Ravalion, M. and G. Datt, 1991, ‘ Growth and Redistribution Components of Changes in Poverty
Measure: A Decomposition with Applications to Brazil and Indiain the 1980s’ LSMS Working
Papers #83, Washington, DC: World Bank.

Riddel, R., M. Robinson, J. de Coninck, A. Muir and S. White, 1995, Non-gover nmental
Organizations and Rural Poverty Alleviation, New Y ork: Oxford University Press.

Riveros, L., 1998, 'Chiles Structurd Adjustment: Relevant Policy Lesson's for Latin America,' in A.
Berry, ed., Poverty, Economic Reform & Income Distribution in Latin America, Boulder:
Lynne Riener.

Romer, P. M., 1990, ‘ Endogenous Technologicd Change,” Journal of Political Economy, 98.

Rosenzweig, M. R., 1995, ‘Why Are There Returnsin Schooling? American Economic Review, 85:2.

Sahn, D. E. and H. Alderman, 1988, ‘ The Effect of Human Capitad on Wages, and the Determinants of
Labor Supply in aDeveloping Country,” Journal of Development Economics, 29:2.

Schultz, T. P., 1988, ‘ Education Investments and Returns,” in H. Chenery and T. N. Srinivasan, eds,,
Handbook of Devel opment Economics, Amsterdam: North Holland.

Schultz, T. P., 19934, ‘ Returns to Women's Education,” in E. M. King and M. A. Hill, eds., Women’'s

Education in Developing Countries: Barriers, Benefits, and Policies, Batimore and London:
The Johns Hopkins Universty Press, published for the World Bank.

53



Schultz, T. P., 1993Db, ‘ Investments in the Schooling and Hedlth of Women and Men: Quarntities and
Returns’ Journal of Human Resources, 28.

Schultz, T. P. and A. Tansdl, 1993, ‘Measurement of Returnsto Adult Hedlth, LSMS 95, Washington,
DC: World Bank.

Schultz, T. W., 1975, ‘ The Vaue of the Ability to Ded with Disequilibria, Journal of Economic
Literature, 13.

Sdlowsky, M., 1981, ‘Nutrition, Health and Education The Economic Significance of
Complementarities a an Early Age,’ Journal of Devel opment Economics, 9.

Sdowsky, M. and L. Taylor, 1973, “The Economics of Manourished Childrent An Example of
Disnvestment in Human Capitd,” Economic Development and Cultural Change, 22.

Sen, A. K., 1984, ‘Rights and Capabilities,” in Sen, ed., Resources, Values, and Devel opment,
Cambridge, MA: Harvard Universty Press.

Stewart, F., 1978, Technology and Underdevel opment, London: MacMillan

Stone, C. and S. Wdllisz, 1993, 'Jamaica in R. Findlay and S. Wellisz eds,, Five Small Open
Economies, Oxford: Oxford Universty Press).

Strauss, J., 1986, ‘ Does Better Nutrition Raise Farm Productivity? Journal of Political Economy, 94.
Strauss, J. and D. Thomas, 1995, ‘Human Resources: Empirica Modding of Household and Family

Decisons’ inJ. R. Behrman and T. N. Srinivasan, eds., Handbook of Devel opment
Economics, Vol. 3, Amgterdam: North Holland.

Strauss, J. and D. Thomas, 1996, ‘Hedth, Wedth and Wages of Men and Women in Urban Brazil,’
Journal of Econometrics.

Streeten, P., S. J. Burki, M. ul Hag, N. Hicks and F. Stewart, 1981, First Things First: Meeting Basic
Needs in the Developing Countries. New Y ork: Oxford University Press.

Tanzi, V., 1994, * Corruption, Governmenta Activities, and Markets,” Washington, DC: Internaiond
Monetary Fund, mimeo.

Tanz, V., 1995, ‘Fiscd Federalism and Decentrdization: A Review of Some Efficiency and
Macroeconomic Aspects, Washington, DC: International Monetary Fund, mimeo.



Tendler, J. and S. Freedheim, 1994, ‘ Trust in a Rent-Seeking World: Health and Government
Trandformed in Northeast Brazil,” World Devel opment, 22.

Thomas D., 1990, ‘ Intrahousehold Resource Allocation: An Inferentid Approach,” Journal of Human
Resources, 25:4.

Thomas, D., V. Lavy and J. Strauss, 1992, ‘ Public Policy and Anthropometric Outcomesin the Cote
d'Ivoire! LSMS Working Paper 89, Washington, DC: World Bank.

Thomeas, D., J. Strauss and M. H. Henriques, 1990, ‘ Child Surviva, Height-for-age and Household
Characterigtics in Brazil,” Journal of Development Economics, 33.

Thomas, D., J. Strauss and M. H. Henriques, 1991, ‘How Does Mother’ s Education Affect Child
Height, Journal of Human Resources, 26.

UNDP, 1990, Human Development Report 1990, New York, NY: Oxford University Press.
UNDP, 1991, Human Development Report 1991, New York, NY: Oxford University Press.
UNDP, 1992, Human Development Report 1992, New York, NY: Oxford University Press.
UNDP, 1993, Human Development Report 1993, New York, NY: Oxford University Press.
UNDP, 1994, Human Development Report 1994, New Y ork, NY: Oxford University Press.
UNDP, 1995, Human Development Report 1995, New Y ork, NY: Oxford University Press.
UNDP, 1996, Human Development Report 1996, New Y ork, NY: Oxford University Press.

van Ginneken, W., 1980, Socioeconomic Groups and Income Distribution in Mexico, London:
Croom Helms.

von Braun, J., 1988. ‘ Effects of Technologicd Change in Agriculture on Food Consumption and
Nutrition Ricein aWest African Setting,” Economic Development and Cultural Change, 37.

Webb, R., 1977, Government Policy and the Distribution of Income in Peru, Cambridge, MA:
Harvard Universty Press.

Wech, F., 1970, ‘ Education in Production,” Journal of Political Economy, 78.
Williamson, J., 1993, ‘Human Capitad Deegpening, Income Inequdity and Demographic Events Along the

AsaPacific Rim' in N. Ogawaet al., eds., Human Resources in Development Along the
Asia-Pacific Rim, Singapore: OUP.



Woalfe, B. L. and J. R. Behrman, 1987, ‘ Determinants of Women's Hedlth Status and Health-Care
Utilization in a Developing Country: A Latent VVariable Approach,” Review of Economics and
Satistics, 56.

Wolgemuth, J. C., M. C. Latham, A. Hall and D. Crompton, 1982, ‘Worker productivity and
Nutritional Status of Kenyan Road Congtruction Laborers; American Journal of Clinical
Nutrition, 36.

Wood, A., 1994, ‘North-South Trade, Employment and Inequality: Changing Fortunesin a Skill-Driven
World,” IDS Development Sudies Series, Oxford: Oxford University Press.

World Bank, 1987, Haiti: Public Expenditure Review, Washington, DC: World Bank.
World Bank, 1988, Argentina: Social Sectorsin Crisis, Washington, DC: World Bank.
World Bank, 1989, Trends in Developing Economies, Washington, DC: World Bank.
World Bank, 1991, Trends in Developing Economies, Washington: World Bank.

World Bank, 1993, Caribbean Region: Access, Quality and Efficiency in Education, Washington,
DC: World Bank.

World Bank, 19944, Peru at the Crossroads: Building a Modern State, Report No. 11943-PE,
Washington, DC: World Bank.

World Bank, 1994b, Poverty in Colombia, Washington, DC: World Bank.
World Bank, 1994c, Trends in Devel oping Economies, Washington: World Bank.

World Bank, 1995a, Global Economic Prospects and the Devel oping World, Washington, DC:
World Bank.

World Bank, 1995b, World Devel opment Report: Workers in an Integrated World, New Y ork:
Oxford Universty Press.

World Bank, 1996, Trends in Developing Economies, Washington, DC: World Bank.



