· Human Development Index:

The United Nations Development Report introduced ‘Human Development Index’ in 1990 under the supervision of Mahbub-ul- Haq. According to this report economic growth focuses exclusively on expansion of one choice, i.e. income, while human development index embraces the enlargement of all human choices- economic, social, cultural or political. The Human Development Index (HDI) is a composite index focusing on three basic dimensions of human development-

1. The ability to lead a long and healthy life, measured by life expectancy at birth (Life expectancy index). 

2. The ability to acquire knowledge, measured by mean years of schooling and expected years of schooling (Education Index). 

3. The ability to achieve a decent standard of living, measured by gross national income per capita (Standard of Living Index).
· we can illustrate the above concept with the help of following Table

	
	
	           Table 1: HDI
	
	

	Human development Index 
	Dimensions 
	Long and healthy life 
	  Knowledge 
	A decent standard of living 

	
	Indicators 
	Life expectancy at birth


	Expected years of schooling

(Means years of schooling)

 
	GNI per capita (PPP $)

	
	Dimension index 
	Life expectancy index 
	Education index
Human Development Index   
	GNI Index


 


HDI attempts to rank all countries as a)Low human development , b) medium human development and c) high human development, on the basis of the above indicators.  There are two steps to calculate the HDR as discussed below-

 Steps to calculate the Human Development Index

Step 1. Creating the dimension indices

Minimum and maximum values for each indicators are set  between 0 and 1 as below . However for Life Expectancy the minimum value is set as 20 years as shown in the Table 2

                                                           Table 2
	Dimension
	Indicator
	Minimum
	Maximum

	Health
	Life expectancy (years)
	20
	85

	Education
	Expected years of schooling (years)

	    0

	18


	
	Mean years of schooling (years)
	0
	15

	Standard of living
	Gross national income per capita (2011 PPP $)
	100
	75,000


Having defined the minimum and maximum values, the dimension indices are calculated as:
Dimension index = actual value – minimum value 
maximum value – minimum value
Step 2. Aggregating the dimensional indices to produce the Human Development Index

The HDI is the geometric mean of the three dimensional indices:
HDI = (IHealth . IEducation . IIncome) 1/3

Suppose we take the example of India and following are the mean values we get for the three indicators (Table 3)

                                           Table 3: India HDI
	Indicator
	                                        Value

	Life expectancy at birth (years)
	71.7

	Expected years of schooling (years)
	13.1

	Mean years of schooling (years)
	7.2

	Gross national income per capita (2011 PPP $)
	                                           10,355


1.Life Expectancy at birth index: as we can see in the above Table, the Life expectancy at birth is 71.7. now to get the health index, we will subtract this actual value from the minimum value and divide it by maximum value minus minimum value (as shown in the above Dimension index)

Health Index = 71.661 – 20 = 0.7948
85 – 20
   We will follow the same method to get another two index i.e Education and  Income Index 
2. Expected years of schooling index = 13.0898 – 0 = 0.7272
18 – 0
Mean years of schooling index = 7.218 – 0 = 0.4812
15 – 0
Education index = 0.4812 + 0.7272 = 0.6042
2
3. Income index = ln(10,355) – ln(100) = 0.7009
           ln(75,000) – ln(100)
Human Development Index = (0.7948 . 0.6042 . 0.7009)1/3 = 0.696
Special Note: To measure human development more comprehensively, the Human Development Report recently presents four other composite indices. 
1.The Inequality-adjusted HDI: In 2010 HDR, Inequality adjusted HDI has been introduced, which measures inequality in the distribution of human development across the population at the country level. 
2. Gender Development Index : In 2014, GDI measures has been introduced which measures gender inequalities in achievement in three basic dimensions of human development. 
3. Gender Inequality Index: The 2010 HDR introduced the GII, which reflects gender-based inequalities in three dimensions – reproductive health, empowerment, and economic activity.
4. Multidimensional Poverty Index (MPI): The 2010 HDR introduced the MPI, which identifies multiple overlapping deprivations suffered by individuals in 3 dimensions: health, education and standard of living.
