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I. CONCEPTS AND CRITIQUES

It is hard to think of an idea more immediate than that of the
living standard. It figures a good deal in everyday thought. It is,
in fact, one of the few economic concepts that is not commonly
greeted with the uncommon scepticism reserved for the other con-
cepts of economics, such as “perfect competition,” or “general
equilibrium,” or “consumer’s surplus,” or “social cost,” or the
almost supernatural “M3.” While people are not prone to ask
each other, “How is your standard of living these days?” (at least,
not yet), we don’tbelieve we are indulging in technicalities when
we talk about the living standard of the pensioners, or of the
nurses, or of the miners, or —for that matter —of the Chair-
man of the Coal Board. The standard of living communicates,
and does so with apparent ease.

And yet the idea is full of contrasts, conflicts, and even con-
tradictions. Within the general notion of the living standard, diver-
gent and rival views of the goodness of life co-exist in an unsorted
bundle. There are many fundamentally different ways of seeing
the quality of living, and quite a few of them have some immedi-
ate plausibility. You could be well off, without being well. You
could be well, without being able to lead the life you wanted. You
could have got the life you wanted, without being happy. You
could be happy, without having much freedom. You could have
a good deal of freedom, without achieving much. W e can go on.

NoOTE: In preparing these lectures, delivered in March 1985, I had the benefit
of past discussions with Kenneth Arrow, Eva Colorni, Ronald Dworkin, John Hicks,
John Muellbauer, John Rawls, T. M. Scanlon, Ian White, and Bernard Williams. In
revising them for publication, I have been much aided by the remarks of the dis-
cussants of these Tanner Lectures (Keith Hart, Ravi Kanbur, John Muellbauer, and
Bernard Williams), and of Geoffrey Hawthorn, who directed that seminar, and by
the later comments of Martha Nussbaum.

[3]
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ous personal things —to be able to do this or be that. It will also
call for empirical illustrations to make sure that the approach can
be sensibly and plausibly used in practical problems of living
standard assessment.

Objects and standards

There are at least two basic questions in any evaluative exer-
cise: (1) What are the objects of value? (2) How valuable are
they? Strictly speaking, the first — what objects? — is an ele-
mentary aspect of the second —how valuable? The objects of
value are those that will be positively valued when the valuational
exercise is fully performed.’ This may not, however, be the most
helpful way of seeing the "what" question. The more immediate
sense of the question lies in the direct and intrinsic relevance of
these objects in the assessment of the standard of living, and this
relevance has to be distinguished from irrelevance on the one hand,
and indirect or derivative relevance on the other.

To clarify the contrast, consider for the sake of illustration the
general view of the standard of living as pleasure. This would
indicate that pleasures of different types are the objects of value
and the standard of living consists of pleasures. Having a high

A few clarificatory points are called for here, First, an object may be one of
value in a "weak" sense, if it is potentially valuable, and actually valued in some
cases but possibly not in all cases. When this weak formulation is used, the condi-
tion of "dominance" (discussed later) would have to be correspondingly adapted.
Second, an object that yields negative value can be made into an object of value
through "inversion," i.e., through treating it as an object of "disvalue," and count-
ing reduction rather than increase as an improvement. Third, if there is an object
that is sometimes positively and sometimes negatively valued, there will arise a real
difficulty in pursuing the "dominance" reasoning. In fact, the viability and useful-
ness of the distinction between identifying objects of value and the rest of the valua-
tion exercise would be seriously compromised if such "mixed" objects exist. This
type of problem —and some others —are discussed in my paper "The Concept of
Efficiency," in M. Parkin and A. R. Nobay, eds., Contemporary Issues in Economics
(Manchester: Manchester University Press, 1975). But most "mixed" cases tend to
be instrumentally so (and not intrinsically valued positively in some cases and
negatively in others). The problem may be, thus, to a great extent avoidable by going
deeper. It is likely to be a more serious problem in the evaluation of "opulence" than
in evaluation of "functionings" and "capabilities."



[SEN] The Standard of Living 7

income is not, then, an object of value in itself; nor is good health;
nor the existence of a friendly bank manager who is ready to lend
one money. These things may (indeed typically, will) influence
one’s standard of living, but that influence must work through
some object of value —in this case, some type of pleasure. At
the risk of oversimplification, it may be said that if an enhance-
ment of some variable increases the standard of living, when
everything else remains the same, then that variable is clearly an
object of value in the evaluation of the standard of living.

Answering the “what” question does take us some distance.
W e are able to say, for example, that if life style x has more of
each of the objects of value than y has, then x involves a higher
standard of living than y. The identification of objects of value
yields a “partial ordering,” which can be characterised in dif-
ferent ways. Perhaps the simplest form is the following: if x has
more of some object of value and no less of any than y, then x has
a higher standard of living. [ shall call this the “dominance par-
tial ordering.”

The dominance partial ordering is, of course, very familiar
to economists in many contexts. In welfare economics it is em-
ployed to make social comparisons in terms of individual pref-
erences or utilities, and it stands in that case for the so-called
Pareto principle: if someone has more utility in state x than in
state y, and everyone has no less in x than in y, then x is socially
better than y. That use of dominance reasoning is often thought
to be uncontroversial, and indeed it would be so if the objects of
value in deriving social rankings were exactly the set of individual
utilities — no more and no less. Those of us who have disputed
the uncontroversial nature of the Pareto principle have done so on
the basis of questioning its identification of value objects for social
ranking (arguing that non-utility features may have intrinsic and
direct relevance).’ But the legitimacy of the “dominance” rea-

* See my Collective Choice and Social Welfare (San Francisco: Holden-Day,
1970; rpt. ed., Amsterdam: North-Holland, 1979), and “Personal Utilities and
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soning itself has not been thus questioned. That particular con-
troversy relates, of course, to the assessment of what is "socially"
appropriate, and not to the problem of the evaluation of the
standard of living of a person or even of a group.

While the dominance partial ordering does take us some con-
siderable distance, it is very unlikely that it would be adequate for
making all the comparisons that we would want to make. When
x has more of one object of value and y of another, then the
dominance partial ordering will leave x and y unranked. To rank
them, the issue of the relative importance of the different objects
has to be faced. What we need, then, are standards of comparison
giving us the relative forces exerted by the different objects of
value in the valuational exercise. Dominance reasoning will need
supplementation by reasoning regarding relative importance.

Utility, objects, and valuation methods

The utilitarian tradition provides a particular way of assessing
the relative importance of different objects. Given the influence
of this tradition in normative economics (through the works of
such writers as Bentham, Mill, Jevons, Sidgwick, Edgeworth,
Marshall and Pigou), it is not surprising that it is very often
taken for granted that any evaluative concept in economics must
be ultimately based on some notion or other of utility.” The
standard of living is not taken to be an exception to this rule.

There are, however, two quite different ways of seeing the
standard of living in terms of utility, and they do seem to get a bit

Public Judgements: Or What's Wrong with Welfare Economics?" Economic Jour-
nal 89 (1979), reprinted in Choice, Welfare and Measurement (Oxford: Blackwell,
and Cambridge, Mass: MIT Press, 1982). Also "Utilitarianism and Welfarism,"
Journal of Philosophy 76 (1979).

* For a powerful critique of this position, coming from one of the major figures
in utility theory, see J. R. Hicks, "A Manifesto," in his Wealth and Welfare: Col-
lected Essays in Economic Theory, vol. I (Oxford: Blackwell, 1981), essay 6, which
consists of two extracts, from Essays in World Economics (Oxford: Clarendon Press,
1959) and a paper read at Grenoble in 1961, respectively.
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confounded in the welfare economics literature. One is based on
seeing utility as an object of value itself. As A. C. Pigou put it,
“the elements of welfare are states of consciousness and, perhaps,
their relations,”® In this view, utility in the form of certain
mental states is what is valuable, and indeed it is the only thing
that is intrinsically valuable. The second view is to see utility as a
valuational device, which is used to evaluate other objects of
value, e.g., goods possessed. As Pigou himself put it elsewhere,
“considering a single individual whose tastes are taken as fixed,
we say that his dividend in period II is greater than in period I
if the items that are added to it in period II are items he wants
more than the items that are taken away from it in period 11”7
(p. 51). Paul Samuelson puts the approach more succinctly:
“[Tlhe real income of any person is said to be higher for batch
of goods II than for I if II is higher up on his indifference or pref-
erence map.”’

It might be thought that if the indifference maps are based on
utility totals, then the two approaches must give the same rank-
ings, and the valuation of goods by utility must coincide with the
valuation of utility per se. But this is not so. Consider a person
who ranks all commodity bundles in exactly the same way in
periods I and II, in terms of utility, but gets more utility in
period I from each bundle than in period II. In this case, it is
quite possible for it to be the case that the utility value of bun-
dle II is higher than that of bundle I in each period, and neverthe-
less the utility yield of bundle I actually enjoyed in period I is
higher than the utility yield of bundle II actually enjoyed in
period II. The respective utilities in descending order then may be
the following, when UI(.) and UII(.) are the utility functions

 The Economics of Welfare(London: Macmillan, 1920; 4th ed. with eight
new appendices, 1952), p. 10.

7 “Evaluation of Real Income,” Oxford Economic Papers 2 (1950) p. 21.
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in the two periods, and xi and Xy the respective commodity
bundles :

Ut X1
U Xn)

UTI (X1n)
Um(xo.

If utility is used to evaluate commodities, then XII must be ranked
higher than X1. Given the fulfilment of Pigou’s condition of “fixed
tastes” (in the form of an unchanged “indifference or preference
map”), the living standard (in the form of real income) has to be
seen as higher in the second period than in the first. If, on the
other hand, living standard in the form of economic welfare is
seen as utility itself (“states of consciousness,” as Pigou puts it),
then clearly it is higher in the first period than in the second,
since U1 (X1) > U7 (X11) . Valuation of commodity bundles by the
index of utility is not the same exercise as the comparison of utility
totals themselves. It does make a difference as to whether utility
is the object of value itself or only used to evaluate other objects
of value.

In assessing the claims of utilities in the evaluation of the
standard of living, both the possible uses (as objects of value and
as valuational methods) have to be considered. And this makes
the task particularly exacting, since there are also at least three
quite different ways of defining utility, viz., pleasure, desire-
fulfilment, and choice. So there are really at least six different
boxes to examine.

Utility as pleasure and happiness

I start with the view of utility as pleasure. That term is used
in many different senses. Some uses characterize pleasure rather
narrowly, like John Selden’s cheerless diagnosis: “Pleasure is
nothing but the intermission of pain”; or Dr. Samuel Johnson’s
identification of the horns of an alleged dilemma: “Marriage has



[SEN]  The Standard of Living 11

many pains, but celibacy has no pleasures.” At the other end is
the tendency in parts of the utilitarian tradition to assume that
anything that is valued must be, for that reason, a generator of
pleasure, and the extent of pleasure will reflect well the strength
of the valuation.

The utilitarian view does seem rather unlikely, since valua-
tion is a reflective exercise with a complex and unstraightforward
linkage with pleasure. Nevertheless, it is a suitably broad view
of pleasure that we must seek in order to give any kind of plausi-
bility to the pleasure-view of well-being and living standard.
Jeremy Bentham’s championing of the felicific calculus certainly
did take a very broad view." It is only in a very broad sense that
pleasure can possibly be seen as something like “happiness” (and
provide the basis of Bentham’s “the greatest happiness prin-
ciple”). Marshall’s and Pigou’s use of the term “satisfaction” is
equally broad.’

It is arguable that to think of satisfaction or happiness or
pleasure as some kind of homogeneous magnitude is simply a
mistake, and that at best we have here a vector with different
components related to different types of mental states and dif-
> But whether or not these different types
of pleasures are seen as commensurable, there is no way to avoid
a broad-coverage view if the pleasure approach is to make a seri-
ous bid for being the basis of the living standard. The question is:
Even with a broad coverage, can this approach really make a
strong bid?

It is quite easy to be persuaded that being happy is an achieve-
ment that is valuable and that in evaluating the standard of liv-

ferent causal influences.

®J. Bentham, An Introduction to the Principles of Morals and Legislation
(Payne, 1789; Oxford: Clarendon Press, 1907).

’A. Marshall, Principles of Economics (London: Macmillan, 1890; reset 8th
ed., 1949), book I1I; Pigou, The Economics of Welfare, ch. 11.

' See particularly T. Scitovsky, The Joyless Economy (New York: Oxford
University Press, 1976).
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ing, happiness is an object of value (or a collection of objects of
value, if happiness is seen in a plural form). The interesting ques-
tion regarding this approach is not the legitimacy of taking hap-
piness to be valuable, which is convincing enough, but its exclusive
legitimacy. Consider a very deprived person who is poor, ex-
ploited, overworked, and ill, but who has been made satisfied with
his lot by social conditioning (through, say, religion, or political
propaganda, or cultural pressure). Can we possibly believe that
he is doing well just because he is happy and satisfied? Can the
living standard of a person be high if the life that he or she leads
is full of deprivation? The standard of life cannot be so detached
from the nature of the life the person leads. As an object of
value, happiness or pleasure (even with a broad coverage) can-
not possibly make a serious claim to exclusive relevance.

This takes us to the other way of using utility — not as an
object of value, but as a method of valuation. However, this
type of use is particularly unsuitable for the interpretation of
utility as pleasure or happiness. Having pleasure or being happy
is not a valuational activity as such, nor tightly tied to valuational
activities. There is nothing perplexing in the remark: “I still value
x, but I haven’t got it and have learnt to be happy and satisfied
without it.” While there are obvious connections between valua-
tional activities and mental states of happiness, they cannot be
identified with each other; nor can they be seen to be tied so firmly to
each other that one can reasonably serve as a surrogate for the other.

It is, of course, possible to pack more into the notion of hap-
piness than common usage will allow, and to see some objective
achievements as part of being “really happy.” If one were some-
how stuck with having to make do with the notion of happiness
and base all evaluation on happiness alone, then this type of ex-
tension might well form a sensible exercise. Indeed, it is not sur-
prising that such enrichment would appeal particularly to the self-
declared utilitarian who has signed away his freedom to use other
concepts. But that is a rather specialized interest.
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The exercise also has a certain amount of general intellectual
interest, particularly since the breadth and richness of the Greek
concept of eudaimonia may suggest similarly broad interpreta-
tions of happiness or pleasure.”" But in the present context there
is not much point in going in that direction, since other notions
of value and valuation can be entertained in their own right
without their having to be inducted into serious consideration
through riding on the back of pleasure or happiness. There are
many other avenues that are explorable and deserve our direct
attention. W e haven’t signed away anything yet.

Desire and circumstances

What can we say about the interpretation of utility as desire-
fulfilment? While Pigou clearly did think that the importance of
utility rests on satisfaction and not on desire, nevertheless he
thought that strength of desire as reflected in demand will serve
as good evidence for satisfaction. “It is fair to suppose,” he
argued, “that most commodities . . . will be desired with intensi-
ties proportioned to the satisfactions they are expected to yield.”"”
This connection played an important part in Pigou’s analysis of
the living standard and economic welfare, making it possible for
him to see them both in terms of satisfaction and desire, taking
“economic welfare . . . to consist in that group of satisfactions and
dissatisfactions which can be brought into relation with a money
measure.” "

But if satisfaction is rejected las the basis of valuation, for
reasons already outlined (or indeed for any other reason), then

"' See Gosling and Taylor, The Greeks on Pleasure (1982),and M. C. Nussbaum,
The Fragility of Goodness: Luck and Ethics in Greek Tragedy and Philosophy (Cam-
bridge: Cambridge University Press, 1985).

"> Pigou, The Economics of Welfare (1952), p. 24. Pigou went on to discuss
“one very important exception” to “this general conclusion,” viz., the desire for future
satisfactions, given that “our telescopic faculty is defective” (p. 25).

B Ibid., p. 23.
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Pigou’s defence of the derived importance of desires cannot be
sustained. There is, however, a long tradition of attaching im-
portance to the fulfilment of desire as such (not derivatively be-
cause it relates to satisfaction). It is also true that as an activity,
desiring has a valuational aspect, which Frank Ramsey, among
others, has emphasised.” Is it possible to claim that the desire-
interpretation provides an adequate valuational method?" This
claim has to be examined.

The relation between valuing and desiring is a complex one."
Desiring may link closely with valuation, but it is not in itself a
valuational activity. It is a plausible and frequent consequence
of valuation, but desiring and valuing are not the same thing.
There is nothing contradictory in asserting that one does not value
something even though one desires it; or one does not value it as
strongly as one’s desire. Indeed, it would be baffling to identify
the two and say (for example): “I must be valuing x highly since
I do desire x strongly.” If there is a link between desiring and
valuing, it is certainly not one of identity.

Could it be that desiring is a source of value? This view may
have some superficial attraction, but it is hard to see the relation
between desiring and valuing in exactly that way. It is more per-
plexing to argue, “I value x because 1 desire it,” than to say the
opposite, “I desire x because 1 value it.” Valuing something is
indeed an excellent ground for desiring it, and seen in this light,
desiring is a natural consequence of valuing. It would be re-
markable to turn this relationship on its head and see valuing
as a consequence of desiring. “Why do you value x?” she asks. |

“F.P. Ramsey, “Truth and Probability”,/( 1926); published in Foundations:
Essnys in Philosophy, Logic, Mathetnntics nnd Economics (London: Routledge,
1978).

" See R. M. Hare, Moral Thinking: Its Level, Method and Point (Oxford:
Clarendon Press, 1981); J. Griffin, “Modern Utilitarianism,” Revue Internationale
de Philosophie 36 (1982).

' T have discussed this and some related issues in “Well-being, Agency and
Freedom,” Journal of Philosophy 82 (1985).
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reply triumphantly, “You see, it is because I desire it!” This
would, of course, be a good way of earning a reputation for in-
scrutability, but not a particularly effective way of answering the
question asked. There are, of course, some activities for which
desiring is an important part of the activity itself (e.g., satisfying
curiosity, or making love), and in these cases desire must have an
integrated role in the process of valuation. But desire can scarcely
be an adequate basis of valuation, in general."

In fact, desiring plays a strategic role in making our wants
credible and our aspirations viable. The importance of this aspect
of the activity of desiring comes out sharply when interpersonal
comparisons of desires are considered. It is not only that a poor
person can offer less money for what he or she desires compared
with a rich person, but also that even the strength of the mental
force of desiring is influenced by the contingency of circumstances.
The defeated and the downtrodden come to lack the courage to
desire things that others more favourably treated by society desire
with easy confidence. The absence of desire for things beyond
one’s means may not reflect any deficiency of valuing, but only an
absence of hope, and a fear of inevitable disappointment. The
underdog comes to terms with social inequalities by bringing
desires in line with feasibilities. The metric of desire does not,
therefore, have much fairness; nor can it reflect the strength of
valuations, especially what a person would value on serious and
fearless reflection.

What is certainly easy to accept is that desire information
has evidential value, in some contexts, in telling us about what a

"7 The picture may look a little different in third-person contexts. The desire
of others may be a good ground for us to value its fulfilment. This can be because
we value that they get what they value and their desire may tell us something about
what they do value. (This evidential role is discussed more later.) Or it can be
that we value their happiness and know that desire-fulfilment is conducive fo happi-
ness (and frustration a cause of suffering). One important difference between the
first and third person cases lies in the fact that we have responsibility for what we
desire (and the need to relate it to what we value), whereas we have no such direct
responsibility for the desire of others.
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person does or does not value, This indeed is not without its use,
and desires of others may even, for this evidential reason, provide
a ground for support. But the jump from there to treating the
strength of desire as the basis of valuation is a long and precarious
one. The defects are particularly glaring in making interpersonal
comparisons of well-being, or of the standard of living. The
point is not that interpersonal comparisons of desires cannot be
scientifically made (as Lionel Robbins seems to have thought) "
but that they don't give us much help in making interpersonal com-
parisons of well-being or of living standard. The issue is not im-
possibility, but distortion.

As an object of value, desire-fulfilment is, for reasons already
discussed, very limited, if it is such an object at all. In assessing
the well-being and the standard of living of a person, happiness
may have direct and unconditional relevance, and it is clearly one
among various objects of value (as was discussed earlier). But
the value of desire has to be assessed, and a person's desire for
something he or she does not value at all (and would not do so even
on further reflection) may not be a good ground for counting it in
the evaluation of that person's well-being or living standard.”

'® L. Robbins, "Interpersonal Comparisons of Utility," Economic Journal 48
(1938).

" See my "Choice, Orderings and Morality," in S. Kérner, ed., Practical Rea-
son (Oxford: Blackwell, 1974), reprinted in Choice, Welfare and Measurement
(1982); J. Broome, "Choice and Value in Economics," Oxford Economic Papers 30
(1978); T. Majumdar, "The Rationality of Changing Choice," Analyse and Kritik 2
(1980) ; P. K. Pattainaik, "A Note on the 'Rationality of Becoming' and Revealed
Preference," Analyse and Kritik 2 (1980); G. C. Winston, "Addiction and Back-
sliding: A Theory of Compulsive Consumption," Journal of Economic Behauiour
nnd Organization 1 (1980); M. Hollis, "Economic Man and the Original Sin,"
Political Studies 29 (1981); R. J. van der Veen, "Meta-rankings and Collective
Optimality," Social Science Information 20 (1981); R. E. Goodin, Political Theory
and Public Policy (Chicago: University of Chicago Press, 1982); A. O. Hirschman,
Shifting Involvements (Princeton: Princeton University Press, 1982); M. S. McPher-
son, "Mill's Moral Theory and the Problem of Preference Change," Ethics 92
(1982); G. Akerlof, "Loyalty Filters," American Economic Review 73 (1983);
J. Elster, Sour Grapes (Cambridge: Cambridge University Press, 1983); T. C.
Schelling, "Self-Command in Practice, in Policy, and in a Theory of Rational
Choice," American Economic Review 74 (1984).
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It is also clear that the fulfilment of a person’s desires may or
may not be indicative of a high level of well-being or of living
standard. The battered slave, the broken unemployed, the hope-
less destitute, the tamed housewife, may have the courage to de-
sire little, but the fulfilment of those disciplined desires is not a
sign of great success and cannot be treated in the same way as the
fulfilment of the confident and demanding desires of the better
placed.

Desire-fulfilment cannot, therefore, be the sole object of value
(if it is an object of value at all), and as a valuational method,
it is very defective. The desire-interpretation of utility may indeed
be able to make stronger claims to providing a valuational method
than the pleasure-interpretation can (since desiring relates to
valuing as an activity more immediately than having pleasure
does), but these claims are not very strong either. Desiring is
neither the same as valuing, nor is it a source of value in itself,
nor a good indicator of what is (or should be) valued. Its valua-
tional role is, thus, highly contingent and limited.?°

Choice and valuation

What about the third interpretation of utility — in terms of
choice ? The milder version of this approach, involving only
“ordinal” comparisons, claims that if you choose x when y is
available, then x has higher utility for you than y. Stronger ver-
sions derive “cardinal” measures of utility from choice with more
demanding behaviour patterns (e.g., over lotteries). Choice be-
haviour is, of course, of much interest of its own. But as an
interpretation of well-being, the binary relation underlying choice
is very strained.?! Tt confounds choosing with benefiting, and it

20 These questions have been further discussed in “Well-being, Agency and
Freedom” (1985).

21 This issue is discussed in my “Rational Fools: A Critique of the Behavioural
Foundations of Economic Theory,” Philosophy and  Public Affairs 6 (1977), re-
printed in Choice, Welfare and Measurement (1982). There may not, of course,
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does this by what looks like a definitional trick. The popularity of
this view in economics may be due to a mixture of an obsessive con-
cern with observability and a peculiar belief that choice (in par-
ticular, market choice) is the only human aspect that can be
observed.

Choice is obviously a very different type of activity from valua-
tion, and in so far as it has any connection with valuation, this
must partly arise from choice being a reflection of desire. Thus,
much of what was said about the desire-interpretation of utility
will apply here too.22 Except perhaps the point about the bias
of the desire interpretation against the unfavoured underdog, in
making interpersonal comparisons based on desire intensities. In
fact, the choice interpretation does not immediately yield any
practical method of interpersonal comparison whatever. Each per-
son makes his or her own choices, and interpersonal comparisons
of utility cannot come out of observation of actual choices of dif-
ferent individuals. It is possible to extend this approach to imagi-
nary choices, e.g., “would you rather be person i or person j, given
the choice?,” and such a format has been elegantly used by
Vickrey, Harsanyi, and others to derive some kinds of interpersonal
comparison.??> But the relevance of such counterfactual choices is
not clear, and the answers are difficult to interpret and build on.
The choice interpretation is generally quite a strained one anyway,

be such a binary relation if the choice function proves to be “non-binary.” But the
deeper problem concerns the interpretation of the binary relation even when the
choice function may be binary.

22 See Broome, “Choice and Value in Economics” (1978).

23 W. Vickrey, “Measuring Marginal Utility by Reactions to Risk,” Econo-
metrica 13 (1945); J. C. Harsanyi, “Cardinal Welfare, Individualistic ~Ethics, and
Interpersonal ~ Comparisons — of  Utility,” Journal of Political Economy 63 (1955).
See also P. Suppes, “Some Formal Models of Grading Principles,” Synthese 6
(1966), and K. J. Arrow, Social Choice and Individual Values (1963), pp. 114-15.
Though the Suppes-Arrow analyses can be interpreted in a “choice” framework for
utility, there is no necessity to do so, and the formal analysis is, in fact, consistent
with each interpretation of utility. Furthermore, much of it is extendable also to
non-utility interpretations of well-being (including those of the “capability ap-
proach,” to be investigated here).
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and it gets completely out of breath when trying to scale the
heights of interpersonal comparisons.

There is a further dificulty with the choice interpretation.
What you choose must depend on your motivation. While the
pursuit of one’s own well-being is a good enough motivation, it
is not of course the only possible one. If you do something for
national pride, the glory of your football team, or the benefit of
your great aunt, its impact on your well-being may be quite sec-
ondary and derivative, with the main force behind your choice
relain.g to something else. Under these circumstances, to treat
choice as a reflector of your well-being is surely to overlook the
motivational complexity of choice behaviour.

To some extent the same problem arises with the desire-
interpretation also, since you may desire to do something not
because it is particularly good for you, but for some other reason.
It is, of course, quite plausible to believe that a failure to achieve
what one would choose, or to get what one desires, is likely to
affect the value of one’s well-being adversely. Disappointment,
frustration, and suffering from a sense of failure, may well reduce
a person’s well-being, no matter what he aims to achieve. But it is
hard to be persuaded that the impact on the person’s well-being is
well reflected by the intensity of desire or the metric of choice, since
the basic motivation is not avoidance of disappointment or frus-
tration, but something else, like national glory or some social or
political ideal.

W e must conclude that none of the interpretations of utility
(pleasure, desire-fulfilment, choice) takes us very far in pinning
down well-being or the living standard, and the failure applies
both to seeing them as objects of value and to taking them to be
valuational methods. They do, of course, have connections with
well-being and living standard, enough to give some superficial
plausibility to the utility-based ways of seeing the standard of
living. Happiness clearly is an object of value in the living
standard (though by no means the only one), and desire and
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choice do have some evidential importance in giving information
on valuation (though with ambiguities and systematic biases).

Utility and living standard are related, but they are second cousins
rather than siblings.

Opulence, commodities, functionings, and capabilities

The failure of utility to get very far, and the role of “sub-
jectivism” in this failure, may well push us in the direction of
more objective considerations. In that context, the advantages
of seeing living standard in terms of commodity possession and
opulence might appear to be serious enough. Indeed, that is the
way “real income” is typically viewed, and the link between real
income and living standard must be fairly close. As it happens,
even Pigou argued that in determining “a national minimum
standard of real income” below which people should not have to
fall, “it must be conceived, not as a subjective minimum of satis-
faction, but as an objective minimum of conditions.” He then pro-
ceeded to characterise this minimum in terms of commodity pos-
sessions : “The minimum includes some defined quantity and
quality of house accommodation, of medical care, of education,
of food, of leisure, of the apparatus of sanitary convenience and
safety where work is carried on, and so on.” 24

Pigou did, in fact, go on to discuss the plausibility of the
promotion of utility, in the form “economic welfare” by the estab-
lishment of some “minimum standard,” and to enquire “by what
minimum standard it will be promoted most effectively.” Thus the
“objective” approach of minimum real income was meant to have
been ultimately based on the pursuit of utility. But Pigou did not
go very far along that line. He abandoned the linking exercise on
the respectable and comforting (if somewhat puzzling) ground

24 Pigou, The Economics of Welfare, p. 759. Robert Cooter and Peter Rappo-
port have recently discussed the “material welfare” basis of the work of many
traditional utilitarian economists, including Pigou. See their “Were the Ordinalists
Wrong about Welfare Economics?” Journal of Economic Literature 22 (1984).
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that to pursue that exercise “it would be necessary to obtain and
to analyse a mass of detailed information, much of which is not, in
present circumstances, accessible to students” (p. 76).

If we are to move in the objectivist direction, is this the right
way to go ? There cannot be much doubt that the list of minimum
requirements presented by Pigou has a good deal of immediate
plausibility, and more generally, it does seem sensible to be con-
cerned with the possession of vitally important commodities in
understanding the living standard. Indeed, it is easy to argue that
it is more plausible to identify someone as having a low standard
of living on the ground that he or she is deprived of decent hous-
ing, or adequate food, or basic medical care, than on the ground
that he or she is simply unhappy or frustrated. As a direction to
go, concentration on the possession of vital commodities seems
fair enough.

The more exacting question is not whether this is the right
direction to go, but whether taking stock of commodity possession
is the right place to stop. Opulence in the form of commodity
possession is undoubtedly important in enhancing the standard of
living, but is the standard of living best seen as opulence itself ?
Earlier on in this lecture a distinction was made between being
“well off” and being “well,” and it is reasonable to argue that
while well-being is related to being well off, they are not the same
and may possibly diverge a good deal.?

The distinction needs to be further probed. Consider two per-
sons A and B. Both are quite poor, but B is poorer. A has a higher

25 One interesting case of divergence may relate to the well-known controversy
on the impact of early industrialization on the standard of living of the British
working class. It appears that in the period 1780-1820, the death rate fell quite
steadily, while measures of opulence of the British working class showed little rise,
whereas during 1820-40, as opulence did seem to increase a little, the fall of the
death rate was halted and reversed. For a lucid account of this controversy (includ-
ing the contrary movements), see Phyllis Deane, The First Industrial  Revolution

(Cambridge: Cambridge University Press, 1969), ch. 15. On the main lines of the
controversy, see also E. J. Hobsbawm, “The British Standard of Living 1790-1850,”
Economic History Review 10 (1957); R. M. Hartwell, “The Rising Standard of
Living in England 1800-1850,” Economic History Review 14 (1961); and the ex-
change between Hobsbawm and Hartwell in the same journal in volume 16 (1963).
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income and succeeds in particular in buying more food and con-
suming more of it. But A also has a higher metabolic rate and
some parasitic disease, so that despite his higher food consump-
tion, he is in fact more undernourished and debilitated than B is.
Now the question: Who has the higher standard of living of the
two? It isn’t, I believe, a $64,000 question (or, if it is, then money
is easy to earn). A may be richer and more opulent, but it cannot
really be said that he has the higher standard of living of the two,
since he is quite clearly more undernourished and more debili-
tated. The standard of living is not a standard of opulence, even
though it is inter alia influenced by opulence. It must be directly
a matter of the life one leads rather than of the resources and
means one has to lead a life. The movement in the objectivist
direction away from utility may be just right, but opulence is not
the right place to settle down.

The variation of nourishment vis-a-vis food intake is influenced
by a variety of physiological, medical, climatic, and social factors.
To reach the same level of nutrition, one needs a larger command
over food if one has a higher metabolic rate (or a larger body
frame), or if one is pregnant (or breast-feeding), or if one has a
disease that makes absorption more difficult, or if one lives in a
colder climate, or if one has to toil a lot, or if food has other uses
(such as for entertainment, ceremonies, or festivals). Pigou’s
move in the direction of food possession was clearly right, but the
concern is not so much with food as such but with the type of life
one succeeds in living with the help of food and other commodi-
ties, e.g., whether one can be well-nourished, has the ability to
entertain, and so on.

The same applies to other types of commodities and other
functioning —or living conditions —that are helped by these
commodities. While Marx’s attack on “commodity fetishism” was
made in a rather different context, that attack is deeply relevant to
the concept of standard of living as well.* The market values

* K. Marx, Capital A Critical Analysis of Capitalist Production trans. by
S. Moore and E. Aveling, ed. by F. Engels (London: Sonnenschein, 1887).
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commodities, and our success in the material world is often judged
by our opulence, but despite that, commodities are no more than
means to other ends, Ultimately, the focus has to be on what life
we lead and what we can or cannot do, can or cannot be. I have
elsewhere called the various living conditions we can or cannot
achieve our “functionings,” and our ability to achieve them, our
“capabilities.”” The main point here is that the standard of liv-
ing is really a matter of functionings and capabilities, and not a
matter directly of opulence, commodities, or utilities.

This approach goes back not only to Marx, but also to Adam
Smith. In fact, despite the frequent claim that Adam Smith was
mainly concerned with “wealth maximization," there is much evi-
dence that he was deeply concerned with avoiding concentration
on commodities (and wealth) as such, and keen on escaping the
fetishism of which Marx spoke later.” In fact, Adam Smith went
well beyond the standard characterisations of living conditions
and considered such functionings as not being “ashamed to appear
in public,” and analysed how the commodity requirements for this
achievement —clothing, shoes, etc. —varied with social customs
and cultural norms.” These customs and norms are, in their turn,
influenced by the economic conditions of the respective societies.
In analysing these relationships, Adam Smith not only distanced
his own approach from commodity fetishism and wealth maxi-
mization, he also showed the social nature of these relationships
between commodities (and opulence), on the one hand, and
capabilities (and achievements of living conditions), on the other.
The same capability of being able to appear in public without
shame has variable demands on commodities and wealth, depend-
ing on the nature of the society in which one lives.

2" See Resources, Values and Development (Oxford: Blackwell, and Cam-
bridge, Mass.: Harvard University Press, 1984), Introduction and essays 13-20.,

2 On two different views on the approach of “wealth maximization,” see
R. Pomer, Economic Analysis of Law (Boston: Little, Brown & Co., 1972), and
R. M. Dworkin, “Is Wealth a Value?” Journal of Legal Studies 9 (1980).

» An Inquiry into the Nature and Causes of the Wealth of Nations (1776;
Everyman’s edition, London: Home University Library, 1910), book V, ch. II,
pp. 351-53.
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The relative and the absolute

I shall explore further the capability approach to the standard
of living in the second lecture. I end today’s mainly negative
discussion by a few remarks on international variations in what is
taken to be poverty and the use of minimum living standards for
the identification of the poor. There has been a lively debate on
the relative nature of the standards of poverty and the need to
revise upwards the cut-off line as we go up the ladder of general
opulence. Some have tried to give this variation a fairly simple
and direct form. For example, Peter Townsend has argued, “Lack-
ing an alternative criterion, the best assumption would be to relate
sufficiency to the average rise (or fall) in real incomes.” * Others
have seen in such relativity a confounding of poverty and inequal-
ity, arguing that poverty would then appear to be pretty much im-
possible to eliminate. If the poverty line is fixed entirely relatively
to the “average” income, there are always some who are relatively
poor.” Still others have gone on to seek peculiar psychological
explanations for the popularity of the relativist view. For exam-
ple, Dr. Rhodes Boyson, as Minister of Social Security, had the
following to say in Parliament recently: “Those on the poverty
line in the United States earn more than 50 times the average in-
come of someone in India. That is what relative poverty is all

30 «“The Development of Research on Poverty,” in Department of Health and
Social Security, Social Security Research: The Definition and Measurement of Poverty
(London: HMSO, 1979). See also Townsend, Poverty in the United Kingdom
(London: Penguin Books, 1979); G. C. Fiegehen, P. S. Lansley, and A. D. Smith,
Poverty and Progress in Blitain 1953—73 (Cambridge: Cambridge University Press,
1977); W. Beckerman and S. Clark, Poverty and Social Security in Britain since
1961 (Oxford: Clarendon Press, 1982). Also see Townsend, “A Sociological Ap-
proach to the Measurement of Poverty — A Rejoinder to Professor Amartya Sen,” and
A. K. Sen, “A Reply to Professor Peter Townsend,” Oxford Economic Papers, 37
(December 1985).

*'This is not, strictly speaking, correct. Even if the poverty line is defined
entirely relatively to the mean income or the median income (say, 60 percent of it),
it is still possible for poverty to be eliminated, though that would depend on the
elimination of a type of inequality. If, on the other hand, the “poor” are defined as
those in, say, the bottom decile of the population, then poverty will obviously not be
eliminable.
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about. . . . Apparently, the more people earn, the more they be-
lieve poverty exists, presumably so that they can be pleased about
the fact that it is not themselves who are poor.” *

The mystification involved in this extraordinary speculation can
be substantially eliminated if we see the standard of living in terms
of functionings and capabilities. Some capabilities such as being
well-nourished may have more or less similar demands on commod-
ities (such as food and health services) irrespective of the average
opulence of the community in which the person lives. Other
capabilities, such as the ones with which Adam Smith was par-
ticularly concerned, have commodity demands that vary a good
deal with average opulence. To lead a life without shame, to be
able to visit and entertain one’s friends, to keep track of what is
going on and what others are talking about, and so on, requires a
more expensive bundle of goods and services in a society that is
generally richer, and in which most people have, say, means of
transport, affluent clothing, radios or television sets, etc. Thus,
some of the same capabilities (relevant for a “minimum” level
of living) require more real income and opulence in the form of
commodity possession in a richer society than in poorer ones. The
same absolute levels of capabilities may, thus, have greater rela-
tive need for incomes (and commodities). There is, thus, no mys-
tery in the necessity of having a “relativist” view on the space of
incomes even when poverty is defined in terms of the same absolute
levels of basic capabilities. Rhodes Boyson’s far-fetched psycho-
logical explanation is completely redundant.

There are, of course, other variations as well in the compara-
tive picture. Sometimes the same goods may cost relatively more,
in terms of exchange rates of currencies, in the richer countries
than in the poorer ones, as has been well discussed by Dan

“Hansard, 28 June 1984. These and other views on poverty are critically dis-
cussed by Joanna Mack and Stewart Lansley, Poor Britain (London: Allen & Unwin,
1985).
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Usher.” Also, the levels of capabilities that are accepted as
“minimum” may themselves be upwardly revised as the society
becomes richer, and more and more people achieve levels of capa-
bilities not previously reached by many.” These variations add fur-
ther to the need for more income in the richer countries to avoid
what is seen as poverty in terms of “contemporary standards.”

There is no great difficulty in sorting out the different elements
in the relativity of the poverty line on the space of incomes (and
that of commodities) once the conception of the standard of liv-
ing is given an adequate formulation in terms of capabilities. A
difficult, but central, issue in studying poverty is the concept of the
standard of living itself.”

Plurality and assessment

I began this lecture by making a distinction between “com-
petitive plurality” and “constitutive plurality.” Much of this lec-
ture has been concerned with sorting out some substantive issues
of competitive plurality in the idea of the standard of living. In
trying to develop a particular way of seeing the standard of liv-
ing, critical —and frequently negative —positions have been
taken regarding the relevance and adequacy of competing claim-
ants —opulence, happiness, desire-fulfilment, choice. However,
while arguing for the rejection of these other views of the living
standard, I have also tried to clarify and explore their correlative
associations and causal connections with the living standard.

The role of functionings and capabilities in the concept of the
living standard will be further analysed and examined in the sec-

* The Price Mechanism and the Meaning of National Income Statistics (OX-
ford: Clarendon Press, 1968).

** See my Poverty and Famines:An Essay on Entitlement and Deprivation (Ox-
ford: Clarendon Press, 1981), chs. 2 and 3. See also E. J. Hobsbawm, “Poverty,”
International Encyclopaedia of the Social Sciences (New York, 1968), and D. Wed-
derburn, ed., Poverty, Inequality and Class Structure (Cambridge: Cambridge Uni-
versity Press, 1971).

*See my “Poor, Relatively Speaking,” Oxford Economic Papers 35 (1983);
reprinted in Resources, Values and Development (1984).



[SeN]  The Standard of Living 27

ond lecture. Since there are many types of functionings and capa-
bilities, the question of constitutive plurality is particularly im-
portant and challenging in this context.” Though the capability
approach does not lead to one particular theory of valuation (but
defines instead a class of such theories, within a general motiva-
tional structure), nevertheless the principles underlying the valua-
tion will require close investigation and scrutiny. That is one of
the tasks for the second lecture.

II. LIVES AND CAPABILITIES

There are two major challenges in developing an appropriate
approach to the evaluation of the standard of living. First, it must
meet the motivation that makes us interested in the concept of the
living standard, doing justice to the richness of the idea. It is an
idea with far-reaching relevance, and we cannot just redefine it in
some convenient but arbitrary way. Second, the approach must
nevertheless be practical in the sense of being usable for actual
assessment of living standard. This imposes restrictions on the
kinds of information that can be required and techniques of
evaluation that may be used.

These two considerations —relevance and usability —pull us,
to some extent, in different directions. Relevance may demand
that we take on board the inherent complexities of the idea of the
living standard as fully as possible, whereas usability may sug-
gest that we try to shun complexities if we reasonably can. Rele-
vance wants us to be ambitious; usability urges restraint. This is,

**This constitutive plurality, related to personalliving standard, will need
supplementation by problems of constitutive plurality involved in social aggregation,
when the focus is on social living standard. The latter question is discussed in my
"Poverty: An Ordinal Approach to Measurement," Econometrica 44 (1976), and
"Real National Income," Review of Economic Studies 43 (1976); both reprinted in
Choice, Welfare and Measurement (1982). While these aggregation problems are de-
fined on the spaces of incomes and commodity holdings, they can be correspondingly
reformulated on the spaces of functionings and capabilities as well.
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of course, a rather common conflict in economics, and while we
have to face the conflict squarely, we must not make heavy weather
of it.

Measrement and motivation

In fact, that conflict was well understood by the pioneers of
the subject. It is fair to say that the discipline of statistical mea-
surement of the living standard began with Sir William Petty and
his book Political Arithmetick, written around 1676, but published
posthumously in 1691. Petty’s interests were wide. He was Pro-
fessor of Anatomy at Oxford and Professor of Music at Gresham
College. He invented the “double-bottomed” ship, which alas
was lost in a storm. He restored to life a woman who had been
hanged for infanticide, which gave Petty some undeserved noto-
riety. He presented his Political Arithmetickto Charles II, but it

was judged to be too offensive to France to be published then.

The motivation for Petty’s national income estimation was
clearly a better understanding of the condition of life of the
people. His statistical analysis was meant “to show” that “the
King’s subjects are not in so bad a condition as discontented Men
would make them.” His view of the condition of people was
broad enough to include “the Common Safety” and “each Man’s
particular Happiness.”' But he was also realistic enough about
measurement problems to concentrate almost exclusively on opu-
lence when it came to estimation. The national income, as an
index of opulence, was estimated with the use of both the “in-
come method” and the “expenditure method,” in somewhat rudi-
mentary forms.

In fact, Petty was dead keen on the importance of accurate
measurement. He was a great quantifier, and very doubtful about
what he called “intellectual Arguments.” He declared proudly
that “instead of using only comparative and superlative words,

'c. H. Hull, ed., The Economic Writings of Sir William Petty (Cambridge:
Cambridge University Press, 1899),vol. I, p. 313.
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and intellectual Arguments,” he would choose to express himself
“in Terms of Number, Weight, or Measure.” As one of the first
members of the Royal Society, he had argued strongly against
vague generalizations, and in an eloquent statement that would,
[ suppose, warm the hearts of some of the purer quantitative econ-
omists of today, Petty suggested that in discussions in the Royal
Society “no word might be used but what marks either number,
weight, or measure.” > Perhaps the miserable practitioner of
“intellectual Arguments” might be tempted to claim that Petty’s
suggestion had a modest weight, a minute measure, and a wee
number.

But Petty was, of course, quite right to keep the measurement
issue firmly in view in his studies of the national income and liv-
ing standard. He combined a clear account of the motivation for
the measurement (related to living conditions and happiness)
with opting for the tangible and the tractable in his totting-up.
That focus on quantification was retained by the stalwarts that
followed him, including Gregory King, Francois Quesnay, Antoine
Lavoisier, Joseph Louis Lagrange, and others. Lavoisier was, in
his own way, as uncompromising as Petty in insisting on quan-
tification. The lack of quantification he thought, was what ailed
political economy. “This science like many others began with
metaphysical discussions: its theory has advanced; but its practice
is still in its infancy, and the statesman lacks at all times the facts
on which to base his speculations.” He also had great confidence
that national income analysis and quantitative studies of the liv-
ing standard would settle all disputes in political economy and
indeed make that subject redundant: “A work of this nature will
contain in a few pages the whole science of political economy; or,
rather, it would do away with the further need for this science;
because the results will become so clear, so palpable, the different

? Ibid., vol. I, p. Ixiv.

* Qeuvres de Lavoisier (Paris, 1893), vol. VI, pp. 404—5; English trans. in
P. Studenski, The Income of Nations (New York: New York University Press,
1958), pt. one, p. 70.
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questions that could be raised would be so easily solved, that there
would no longer be any differences of opinion."*

Lagrange, sticking in his turn to dedicated quantification, in-
troduced an innovation the import of which can be fully under-
stood.only with very recent developments in the analysis of con-
sumption in terms of "characteristics," due to Gorman and Lan-
caster.’” Lagrange converted goods that had similar roles in con-
sumption into equivalents of each other in terms of their char-
acteristics. In particular, he converted vegetal foods into units of
wheat in terms of nourishment value; all meat into equivalents
of beef; and, as a good Frenchman, all beverages into units of
wine.

No less importantly, Lagrange took note of the different needs
of different nutrients by different groups of consumers, related to
occupation (whether a soldier), location (whether in Paris), etc.,
and specified for different groups different ratios of vegetable and
meat requirements.” What is particularly interesting in the context
of the issues discussed in my last lecture, Lagrange was not only
reducing commodities into characteristics, but also assessing —
albeit rather crudely —the value of the commodities in terms of
what they did to the lives of the people consuming them. Whereas
Adam Smith was the pioneer in showing the varying relation be-
tween opulence and achievements of social functionings (as was
discussed in the first lecture), the mathematician Lagrange, who
was Smith's contemporary, played a similarly pioneering role in
pursuing the variability of physical functions vis-a-vis food in-
takes, depending on activities, locations, etc. If the perspective of
functionings and capabilities has been neglected in the literature

* Ibid., vol. VI, pp. 415-16; in Studenski, p, 71.

SW. M. Gorman, "The Demand for Related Goods," Journal Paper J3129
(Ames, Towa: lowa Experimental Station, 1956); K. J. Lancaster, "A New Ap-
proach to Consumer Theory," Journal of Political Economy 74 (1966).

% See E. Daire and de Molinari, Melanges d'Economie Politique (Paris, 1847),
and Studenski, The Income of Nations pt. one, pp. 75—76. Studenski also refers to
a discussion of these estimates by C. Ganilh, in La Théorie de I'Economie Politique
(Paris, 1815), vol. I, pp. 74-77.
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on real income and living standard, the reason for this can not be
found in the absence of early initiatives in that direction.’

In general, Lagrange also thought that food statistics gave a
better idea of a country’s well-being and poverty than a more com-
prehensive measure of national income, and he concentrated his
efforts in getting the food picture as accurately and exhaustively
as possible, including such items as fruits and garden vegetables
neglected by Lavoisier and others. The motivational basis of real
income estimation was thus strengthened and refined by Lagrange
in a direction that is particularly important for studies of living
conditions of the poor.

The statistical format of national income has been developed
a good deal since the days of Petty, King, Lavoisier, and Lagrange,
and a great many complexities have been handled with ingenuity
and skill.® National income accounting does, of course, have to
play quite a variety of roles in economic analysis, going well
beyond its relevance to living standard and involving such matters
as macro-economic investigations of output and activity, studies
of saving, investment and growth, examination of productivity
and efficiency, and so on. It is, therefore, not surprising that the
links with the assessment of the standard of living are often rela-
tively remote.

In fact, it is obvious enough that in order to pursue the notion
of the living standard as such, we have to rely also on other types

"In a general sense, the perspective of “functioning” in assessing social arrange-
ments can, in fact, be traced much further back, at least to Aristotle (see his Politics,
Book III). I am grateful to Martha Nussbaum for drawing my attention to the exis-
tence and importance of this Aristotelian connection.

¥ For a taste of various types of problems faced and solutions proposed, see
J. E. Meade and R. Stone, National Income and Expenditure (Oxford: Clarendon
Press, 1944; 4th ed., London: Bowes and Bowes, 1957); P. A. Samuelson and
S. Swamy, “Invariant Economic Index Numbers and Canonical Duality: Survey and
Synthesis,” American Economic Review 64 (1974); J. R. Hicks, Wealth and Wel-
fare (Oxford: Blackwell, 1981). See also J. R. Hicks, The Social Finmework (Ox-
ford: Clarendon Press, 1942; 4th ed., 1971); S. Kuznets, Modern Economic Growth
(New Haven: Yale University Press, 1966); 1. B. Kravis, A. W. Heston, and
R. Summers, Internntional Comparisons of Real Product and Purchasing Power
(Baltimore: Johns Hopkins University Press, 1978).
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of statistics in addition to whatever we get from national account-
ing.” There are two distinct reasons for this. First, as was argued
in the first lecture, the living standard is not just a matter of opu-
lence, even though there are causal connections. Second, the par-
ticular way of characterising opulence that would be most suitable
for living standard analysis through causal and other associations
may not be the most useful for the other purposes to which na-
tional accounting also has to cater. There is need for more spe-
cialized accounting when investigating the living standard.

Needs, indicators, and foundational questions

Such specialized accounting has, in fact, been much encouraged
in recent years by the emergence of the so-called “basic needs”
approach and by the work done by writers on “social indica-
tors.” " These developments have tended to emphasize the im-

’ Examples of illuminating use of data regarding physical stature for historical
analysis of living standard can be found in a number of recent contributions, e.g.,
R. Floud and K. W. Wachter, “Poverty and Physical Stature: Evidence on the
Standard of Living of London Boys 1770-1870,” Social Science History 6 (1982);
R. W. Fogel, S. L. Engerman, and J. Trussell, “Exploring the Uses of Data on
Height: The Analysis of Long-term Trends in Nutrition, Labour Welfare and
Labour Productivity,” Social Science History 6 (1982). Use of data on physical
stature for the assessment of contemporary undernourishment and living standard
can also be found in several empirical studies. Examples of application in India
include, inter alia, C. Goplan, Nutrition and Health Care: Problems and Policies
(New Delhi: Nutrition Foundation of India, 1984); A. K. Sen and S. Sengupta,
“Malnutrition of Rural Children and the Sex Bias,” Economic and Political Weekly
19 (1983); UNICEF, An Annlysis of the Situntion of Children in India (New
Delhi: UNICEF, 1984).

' The literature is by now quite vast. For some of the main arguments and
examples of basic needs and social indicators, see I. Adelman and C. T. Morris,
Economic Growth and Social Equity in Developing Countries (Stanford: Stanford
University Press, 1973); A. K. Sen, “On the Development of Basic Income Indi-
cators to Supplement GNP Measures,” ECAFE Bulletin, United Nations, 1973;
P. Streeten and S. Burki, “Basic Needs: Some Issues,” World Development 6
(1978); J. P. Grant, Disparity Reduction Rates in Social Indicators (Washington,
D.C.: Overseas Development Council, 1978); G. Chichilnisky, “Basic Needs and
Global Models: Resources, Trade and Distribution,” Alternntives 6 (1980); M. D.
Morris, Measuring the Conditions of the World’s Poor: The Physical Qunlity of
Life Index (Oxford: Pergamon Press, 1979); P. Streeten, S. Burki, Mahbub ul Haq,
N. Hicks, and F. Stewart, First Things First: Meeting Basic Needs in Developing
Countries (New York: Oxford University Press, 1981); J. Wells, “Industrial
Accumulation and Living Standards in the Long-run: The S3o Paulo Industrial
Working Class, 1930-75,” Journal of Development Studies 19 (1983).
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portance of those features of the economy that relate closely to the
fulfilment of what have been seen as the Obasic needsO of the
people, paying attention also to aspects of social achievements
that go well beyond the growth of GNP only. These develop-
ments can, to some extent, be seen as something of a return to the
original motivation that led the pioneers to develop national in-
come measures, for they too were (as was discussed a short while
ago) much influenced by the need to investigate the basis of good
living conditions.

From the perspective of functionings and capabilities, these
developments are moves in the right direction. It is, of course,
true that Obasic needsO are typically formulated in terms ofiom-
modity possession (rather than functioning achievements), and
that social indicators include a great many indices that have little
to do with functionings and capabilities of the people in question.
But the net impact of the emergence of these approaches has been
to draw attention, in an immediate and powerful way, to the im-
portance of the type of life that people are able to lead.

Emphasis on basic needs can, of course, be justified in many
different ways, and the Obasic needsO approach does not go much
into this foundational aspect of the problem. The items in PigouOs
list of Onationalminimum standard of real income,O discussed in
the last lecture (including minimum accommodation, food, medi-
cal care, education, etc.), clearly are specifications of basic needs,
done much before the alleged birth of the basic needs approach.11
Any practical analysis of living standard must pay some attention
to these features, no matter what the ultimate justification for this
attention is. In PigouOs case, the ultimate justification was utility,
even though — as was discussed in the first lecture- Pigou
stopped short of providing the connecting analysis.

The strategic relevance of basic needs is not a controversial
matter. What is open to debate and disputation is the foun dation
of this concern. Are basic needs important because and only be-

11 Pigou, The Economics of Welfare (1952), pt. IV, ch. XIII, pp. 758-67.
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cause their fulfilment contributes to utility? If not, why are they

important? Closely related to this question of justification is the

issue of the form in which basic needs have to be seen. Are they

best seen in terms of commodities that people may be reasonably

expected to possess (typically the chosen form in the basic-needs

literature) ? This would relate nicely to some extended sense of
opulence and to a justification in terms of the value of popular

opulence. But is that justification easy to accept? Why should we

be concerned — not just strategically but fundamentally — with

opulence, rather than with what people succeed in doing or being?

And if it is accepted that the concern basically is with the kinds of
lives people do lead or can lead, then this must suggest that the

Obasic needsO be formulated in line with functionings and capa-
bilities. If they are, for some reason, stated in the form of com-

modity requirements, the derivative and contingent nature of that

formulation must be given adequate recognition. If the objects of
value are functionings and capabilities, then the so-called ObasicO
needs in the form of commodity requirements are instrumentally

(rather than intrinsically) important. The main issue is the good-

ness of the life that one can lead. The needs of commodities for

any specified achievement of living conditions may vary greatly

with various physiological, social, cultural, and other contingent

features, as was discussed in Lecture .12 The value of the living

standard lies in the living and not in the possessing of commodi-

ties, which has derivative and varying relevance.

The purpose of making these distinctions is not to chastise the
Obasic needs approach,Owhich has in fact played a positive part in
challenging the over-emphasis on GNP and economic growth.
But it is a mistake to see it as a deeply founded approach. It needs
support, and this support can come from various quarters, includ-
ing from utility (as argued by Pigou) , or from the value of func-

12 For an interesting study of the relevance of variations of needs in percep-
tions qf distributive justice, see M. E. Yaari and M. Bar-Hillel, OOn Dividing
Justly,O Social Choice and Welfare 1 pp. 8-12.
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tionings and capabilities (as argued here). The typical formula-
tion of basic needs in terms of commodity requirements is a
specification in terms of required opulence, and like opulence in
general, these so-called “basic needs” belong to an intermediate
stage of the analysis. So long as we understand this role (and
recognize the necessity of parametric-variability of commodity-
based “basic needs”), we can appreciate the usefulness of the
basic needs approach without losing sight of deeper questions.

Living standard and well-being

I have so far not discussed explicitly the distinction between
the concept of well-being and that of the standard of living, and
that issue should now be faced before proceeding further. Well-
being is the broader and more inclusive of the two related notions.
Pigou tried to draw a distinction between “economic welfare” and
“total welfare,” defining the former as “that part of social wel-
fare that can be brought directly or indirectly into relation with
the measuring-rod of money” (p. 11). His distinction is ambigu-
ous and rather unhelpful, and it may not serve the purpose for
which Pigou devised it. In fact, some of the obviously “non-
economic” aspects of well-being may also, in some sense, “be
brought directly or indirectly into relation with the measuring-rod
of money,” e.g., through such “vulgar” questions as: “how much
would you be willing to pay to be loved by your granddaughter?”
(p. 11). These payments may not actually be made, but nor are
some obviously “economic” ones (e.g., “how much would you pay
to eliminate urban air pollution that adds to the cost of keeping
your house clean ?””). The interpretation of the information con-
tent of answers to these questions is deeply problematic. Similarly,
other payments that happen to be actually made may not be related
to one’s own well-being at all, and thus not figure in one’s “eco-
nomic well-being,” e.g., donations made to OXFAM for famine
relief possibly without any direct or indirect benefit to oneself.
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While it is easy to be sympathetic to the reasons that prompted
Pigou to make the distinction between “economic welfare” and
“total welfare,” the nature of that distinction is confusing and its
usability quite limited.

One way of amending Pigou's distinction in line with his evi-
dent motivation is to separate out “material”functionings and
capabilities (e.g., to be well-nourished) from others (e.g., being
wise and contented). I have tried to argue elsewhere that this
may well be a good way to proceed, but I am less sure of this
now.!3 Being psychologically well-adjusted may not be a “material”
functioning, but it is hard to claim that that achievement is of no
intrinsic importance to one's standard of living. In fact, any
achievement that is rooted in the life that one oneself leads (or
can lead), rather than arising from other objectives, does have a
claim to being directly relevant to one's standard of living. It is
possible that this way of drawing the line is a little too permissive,
but the alternatives that have been proposed seem clearly too
narrow. For example, the “economic test” of whether a depriva-
tion can be eradicated by more affluence is tempting enough, but
it is hard to claim that the standard of living of a person dying of
an incurable disease (not remediable by affluence) is not directly
affected by that particular predicament. The living standard may,
often enough, be influenceable by economic means, but that is more
plausibly seen not as the basis of a sound definition of the standard
of living, but as an important empirical statement about the typi-
cal relationship between economic means and the living standard.

If the line of distinction proposed here is accepted, then the
contrast between a person's well-being and living standard must
arise from possible influences on personal well-being coming from
sources other than the nature of one's life. For example, one's
misery at the sorrow of another certainly does reduce ceteris
paribus one's well-being, but in itself this is not a reduction in the
person's living standard. This contrast has featured in practical

13 “The Living Standard,”Oxford Economic Papers 36 (1984).
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discussions for a very long time. For example, in the third century
B.C., Emperor Asoka notes the distinction clearly enough in one
of his “rock edicts” in the context of clarifying the idea of an
injury being done to a person: “And, if misfortune befalls the
friends, acquaintances, companions and relations of persons who
are full of affection [towards the former], even though they are
themselves well provided for, [this misfortune] is also an injury
to their own selves.” 4 One's well-being may be affected through
various influences, and it is the assessment of the quality of the
life the person himself leads that forms the exercise of evaluation
of the living standard.

It may be useful to see the distinction in the context of another
contrast, to wit, that between a person's over-all achievements
(whatever he wishes to achieve as an “agent”), and his personal
well-being.!> Three different notions may be distinguished:
(1) agency achievement, (2) personal well-being, and (3) the
standard of living.'® The distinction between agency achievement
and personal well-being arises from the fact that a person may
have objectives other than personal well-being. If, for example,
a person fights successfully for a cause, making a great personal
sacrifice (even perhaps giving one's life for it), then this may be a
great agency achievement without being a corresponding achieve-
ment of personal well-being. In the second distinction, viz., that
between well-being and the living standard, we are restricted in
both cases to looking at achievements of personal well-being only,
but whereas for well-being fout court there is no further qualifica-

14 Rock Edict XIIT at Erragudi, Statement VII. See D. C. Sircar, Asokan
St udies (Calcutta: Indian Museum, 1979), p. 34.

15 This distinction has been explored and extensively used in my John Dewey
Lectures, Journal of Philosophy 82 (1985).

16 1 am grateful to Bernard Williams for suggesting this way of clarifying the
distinction between well-being and living standard (though he would have, I under-
stand, drawn the boundaries somewhat differently). Williams's suggestion came in
the seminar following my Tanner Lectures, but I have taken the liberty of incor-
porating it in the lectures themselves, since it makes my line of reasoning easier to
understand and assess.
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tion as to whether the achievement relates to the nature of the
person’s life, the notion of the standard of living does include
exactly that qualification.

In an earlier paper a distinction was made between “sympa-
thy” and “commitment” in the context of analysing motivations
for action.” In helping another person, the reduction of the
other’s misery may have the net effect of making one feel —and
indeed be —better off. This is a case of an action that can be
promoted on grounds of “sympathy” (whether or not that is why
the action is actually chosen), and this falls within the general
area of promotion of one’s own well-being.” In contrast, a case
of “commitment” is observed when a person decides to do a thing
(e.g., being helpful to another) despite its not being, in the net,
beneficial to the agent himself, This would put the action outside
the range of promoting one’s own well-being (linking the action
with other objectives). At the risk of over-simplification, it may
be said that we move from agency-achievement to personal well-
being by narrowing the focus of attention through ignoring “com-
mitments,” and we move from personal well-being to the standard
of living by further narrowing the focus through ignoring “sympa-
thies” (and of course “antipathies,” and other influences on one’s
well-being from outside one’s own life). Thus narrowed, per-
sonal well-being related to one’s own life will reflect one’s stan-
dard of living.

The lines of distinction can, of course, be drawn in other ways
as well, but the system outlined here seems to be both interesting
in itself und well-related to the motivations underlying traditional

'7 “Rational Fools: A Critique of the Behavioural Foundations of Economic
Theory,” Philosophy and Public Affairs 6 (1977), reprinted in Choice, Welfare and
Measurement (Oxford: Blackwell, and Cambridge, Mass.: MIT Press, 1982).

" It is, however, important to distinguish between one’s well-being being pro-
moted by one’s action and that action being chosen for that reason; on this see
T. Nagel, The Possibility of Altruism (Oxford: Clarendon Press, 1970). Here we
are concerned primarily with effects rather than with motivations, and thus the use
of the distinction between “sympathy” and “commitment” is rather different here
from its use in “Rational Fools” (1977).
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concerns with the concept of the standard of living. The curiosity
and interest that made Petty, Lavoisier, Lagrange, and others take
up their investigations into real income and living standards were
related to the assessment of the nature of people’s lives. The view
of the living standard taken here seems to fit in fairly well with
that motivation.

Valuation and functionings

In assessing the standard of living of a person, the objects of
value can sensibly be taken to be aspects of the life that he or she
succeeds in living, The various “doings” and “beings” a person
achieves are, thus, potentially all relevant to the evaluation of that
person’s living standard. But this is, of course, an enormous—
possibly infinite —list, since a person’s activities and states can be
seen in so many different ways (and can also be persistently sub-
divided), Thus, the identification of certain “doings” and “be-
ings” as objects of value is itself a valuational exercise —an issue
that was touched on in the first lecture. The list of functionings
reflects a view of what is valuable and what is of no intrinsic value
(though possibly quite useful in the pursuit of other things of
value).

The assessment of living standard would, of course, have to
go beyond this initial identification. It might also appear that no
comparisons at all of over-all living conditions can be made with-
out going beyond that identification into more specific valuations.
This is, in fact, not so, since that identification itself will generate
a dominance partial ordering (acknowledging an improvement in
some achievement when it is unaccompanied by a reduction in any
other). The relevance of dominance reasoning was discussed in
the first lecture in general terms, and it is sufficient here to draw
attention to the fact that an identification of objects of value with-
out further valuation would nevertheless give us a partial measure
of over-all living standard. While that partial ranking will be
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silent on many comparisons — whenever there is a gain in one
respect and a loss in another —the measure may still be of some
considerable practical use. In comparing across class barriers, or
in contrasting the living conditions of the very rich with those of
the very poor, or in assessing social change accompanied by prog-
ress (or regress) in all fronts, the dominance partial order may
indeed give many unequivocal judgments of the ranking of over-
all living standard. There is no reason for us to spurn what we
can get in this way, even when the finer aspects of relative weight-
ing may not have been resolved.

However, there is, in general, good ground for wanting to go
beyond this minimum articulation. The identification of objects of
value is equivalent to asserting that the objects have positive
weights without specifying what these weights exactly are. A
sensible way to proceed from here is to confine the weights to cer-
tain ranges —possibly quite wide ranges —rather than opting for
the overambitious programme of specifying an exact set of numer-
ical weights. As the ranges of weights are narrowed, the partial
ordering would get more and more extended. I have discussed
elsewhere the mathematical properties of variable weights and
partial orders and will not go into that question here.” But it is
important to emphasise that the choice is not simply between no
specification and complete specification of weights, and that various
intermediate possibilities exist and have much plausibility.

But no matter how narrow the weight specification is, the
source of the weighting also admits some variation. Is the rele-
vant valuation function that of the person whose standard of liv-
ing is being assessed, or is it some general valuation function re-
flecting accepted “standards” (e.g., those widely shared in the
society)? The first point to note here is that these two general
approaches, which we may respectively call “self-evaluation” and

¥ Collective Choice and Social Welfare (San Francisco: Holden-Day, 1971;
repub., Amsterdam: North-Holland, 1979). See also Kaushik Basu, Revealed Pref-
erence of the Government (Cambridge: Cambridge University Press, 1979).
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“standard-evaluation,” both have some relevance of their own.
Self-evaluation would tell us what the person would judge to be
his standard of living in comparison with other positions (in line
with his own valuations), whereas standard-evaluation places that
person’s living conditions in a general ranking in terms of some
social standard (as it is reflected by commonly accepted values
in the society), I don’t think it makes sense to ask, without speci-
fying the context of the question, which of the two is, in general,
the better approach. Which is superior must depend on what we
are trying to compare and why.

The standard-evaluation approach has a good deal of use
when we are talking about, say, the extent of poverty in a com-
munity in terms of “contemporary standards.” I have tried to dis-
cuss elsewhere the relevance of this type of comparison.” An
interesting and important empirical study of poverty in terms of
contemporary standards can be found in the recently published
book by Joanna Mack and Stewart Lansley, Poor Britain.” 1In this
work, contemporary standards regarding poverty have been deter-
mined on the basis of extensive questionnaires, yielding consider-
able uniformity of answers regarding the need for particular com-
modities and the related functionings.

The identification of the poor is an exercise in which the focus
is on the minimum living conditions, but the same approach of
using contemporary standards can, of course, be used to rank the
over-all living standards of different persons and groups. The
essential feature of this general approach is the reliance on some
uniformity of judgments (when such uniformity exists) on the re-
spective importance of different objects of value. The standard-

* Poverty and Famines: An Essay on Entitlement and Deprjuation (Oxford:
Clarendon Press, 1981), chs. 2 and 3, esp. pp. 17-19.

' London: Allen & Unwin, 1985. One of the broader conclusions of their
study is that in terms of contemporary standards the identified minimum living
conditions are not reached by five million adults and two-and-a-half million children
in Britain, covering about a seventh of the total population. See also B. M. S. Van
Praag, A. J. M. Hagenaars, and H. Van Weeren, “Poverty in Europe,” Journal of
Income and Wealth 28 (1982).
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evaluation approach can be used in many different ways in studies
of living standards.

The self-evaluation approach is concerned with each person’s
assessment of his or her own living standard vis-a-vis others’.”
A person can, of course, regard his standard of living to be higher
than his neighbour’s, even though in terms of general “con-
temporary standards” his living standard would be judged to be
lower. There is clearly no paradox here, since two different ques-
tions may easily receive two different answers. If the contemporary
standards are widely shared (or would be widely shared after
adequate reflection), then the two sets of answers may typically
not diverge, and the self-evaluation approach would then tend

to yield the same results as the standard-evaluation procedure.

Valuational aspects

The valuation of objects in the assessment of the living stan-
dard raises many complex issues. I don’thave the opportunity to
pursue many of them here in detail, but I shall take the liberty of
making a few brief remarks on some aspects of this problem.

First, the use of accepted social standards has both subjective
and objective features. The approach might appear to be largely
subjective in the sense that the building blocks of judgement are

 For some interesting studies of self-evaluation, see H. Cantril, The Pattern
of Human Concerns (New Brunswick, N.J.: Rutgers University Press, 1965);
B. M. S. Van Praag, Individual Welfare Functions and Comumer Behatmiour
(Amsterdam: North-Holland, 1968); R. A. Easterlin, “Does Economic Growth
Improve the Human Lot?” in P. A. David and M. W. Reder, eds., Nations and
Households in Economic Growth (New York: Academic Press, 1974); J. L. Simon,
“Interpersonal Welfare Comparisons Can Be Made —And Used for Redistribution
Decisions,” Kyklos 27 (1974); F. G. Van Herwaarden, A. Kapteyn, and B. M. S.
Van Praag, “Twelve Thousand Individual Welfare Functions of Income: A Com-
parison of Six Samples of Belgium and the Netherlands,” Europenn Economic
Review 9 (1977). See also the results of the Scandinavian study involving both
standard-evaluative and self-evaluative features: S. Allardt, “Experiences from the
Comparative Scandinavian Welfare Study, with a Bibliography of the Project,”
Europenn Journal of Political Resenich 9 (1981); R. Erikson, E. J. Hansen, S.
Ringen, H. Uusitalo, The Scandinavian Way:The Welfare States and Welfare
Resenich, forthcoming.
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the opinions held in that community. But a deeper analysis of
that problem would require us to go into the question as to why
these opinions are held and these values cherished. Further (and
more immediately) from the point of view of the social scientist
studying contemporary standards, the opinions held are primarily
matters of fact and do not call for unleashing one’s own subjec-
tivism into the problem of assessment. The balance of subjective
and objective features is far too complex in an exercise of this kind
to be sorted out rapidly here, but it is worth emphasising that
despite the dependence on contemporary opinions, the exercise has
important objective features that can be neglected only at the cost
of distorting its epistemological nature. I have tried to discuss these
questions elsewhere, and will not pursue them further here.”

Second, self-evaluation must not be confused with the utility
of the person in any of its interpretations of pleasure, or desire-
fulfilment, or choice. Self-evaluation is quintessentially an evalua-
tive exercise, which none of the interpretations of utility in itself
is (as was discussed in the first lecture). The distinction is of par-
ticular importance in dealing with the point often made by utili-
tarians that any departure from utility-based evaluation must
involve paternalism: “Who are you to reject the person’s own
utility?” The problem is more complex than that, since the per-
son’s own evaluation may involve differences from his own utility
rankings in the form of happiness or desire or choice. The issue
of paternalism, when it does arise, must relate to the rejection of
the person’s self-evaluation ~(rather than utility).

Third, the rejection of the Pareto principle, which builds on
the unanimity of utilities, need not— for the same reason—
involve any paternalism at all (as is often alleged), Indeed, the
self-evaluation of the person’s well-being or living standard can
quite possibly indicate a course of action that is distinctly anti-

> Poverty and Famines (1981), chs. 2 and 3. Also “Accounts, Actions and
Values: Objectivity of Social Science,” in C. Lloyd, ed., Social Theory and Political
Practice (Oxford: Clarendon Press, 1983). See also S. James, The Content of Social
Explanation (Cambridge: Cambridge University Press, 1984).
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Paretian. The force of any dominance partial ordering is deriva-
tive from the relevance of the objects on which that partial order-
ing is based. In questioning the relevance of the individual utili-
ties, the force of the Pareto principle is correspondingly disputed
for social action.”

Fourth, in the evaluation of living standard, there are many
intermediate positions between a complete ordering of all alterna-
tives and the dominance partial ordering, which may be very in-
complete, of the valued functionings and capabilities. As was
mentioned earlier, the relative weights may not be precisely deter-
mined but fixed over wide ranges, yielding partial orderings more
extensive than the dominance partial order, but short of a com-
plete ordering. There is nothing particularly embarrassing in not
being able to compare any two life styles in terms of living stan-
dard. The ambiguities in evaluation (even in the identification of
“contemporary standards”) may require us to be silent on some
comparisons while being articulate on others. There is no great
failure in the inability to babble.

Fifth, the over-all ranking of living standard is only one way
of seeing this evaluation. Sometimes the assessment of particular
components of the standard of living may be of no less interest.
If it turns out that there has been an improvement in, say, the
standard of nourishment but a decline in the standard of being
sheltered, that itself may be an interesting enough assessment,
even when we are unable to decide whether “altogether” this in-
dicates an improvement or a deterioration. The passion for aggre-
gation makes good sense in many contexts, but it can be futile
or pointless in others. Indeed, the primary view of the living
standard, as was argued earlier, is in terms of a collection of func-
tionings and capabilities, with the over-all ranking as the sec-
ondary view. The secondary view does have its uses, but it has

* See my “Utilitarianism and Welfarism,” Journal of Philosophy 76 (1979),
and “Liberty and Social Choice,” Journal of Philosophy 80 (1983).
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no monopoly of usefulness. When we hear of variety, we need
not invariably reach for our aggregator.

Functionings versas incomes

The last point is of a certain amount of immediate practical
relevance. When making empirical comparisons of living stan-
dard, the temptation to use such aggregate, commodity-based
measures as the GNP or the GDP is strong, partly because these
measures seem nicely aggregated and conveniently complete.
Everything, it may appear, counts in the GNP. The question,
of course, is everything in what space? Commodities, yes; func-
tionings and living conditions, possibly not at all.

Still, the diverse commodity bundles may appear to be well
aggregated in the GNP measure through the use of observed
prices, and this appeals to many of us over the ambiguities of deal-
ing with a variety of functionings without any simple and immedi-
ate method of aggregation. But can this possibly make sense if
our real concern is with living conditions and functioning? Why
must we reject being vaguely right in favour of being precisely
wrong? The conflict between relevance and simple usability, re-
ferred to earlier, is indeed a hard one in economic measurement
and evaluation, but it is difficult to see why simple usability should
have such priority over relevance.

As it happens, the more diverse characteristics of living stan-
dard, with various components separately presented, can be used
in many practical exercises without great difficulty, Consider,
for example, the much discussed subject of the comparison of
China and India in terms of enhancement of living standard. The
Chinese economy, we are told by the World Development Report
of the World Bank, has been having a growth rate of 5.0 per cent
per year of GNP per head between 1960 and 1982, while the cor-
responding Indian growth rate has been only 1.3 per cent.” This

* World Bank, World Development Report 1984 (Oxford: Oxford University
Press, 1984), Table 1.
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comparative picture would also seem to be consistent with the im-
pression that people visiting the two countries tend to get. Thus,
everything looks in order, and GNP seems like a sensible enough
indicator.

But the comparative picture of GNP growth does not bear
much scrutiny. In the same World Development Report, China’s
GNP per head is shown to be 19 per cent higher than India’s in
1982, and by extrapolating backwards at the respective rates of
GNP growth, we would arrive at the astonishing conclusion that
India’s GNP per head had to be 54 per cent higher than China’sin
1960 for the two sets of GNP information to be internally con-
sistent. This is, of course, just nonsense, since all accounts of GNP
of that period suggest that India’s and China’s levels were com-
parable, and indeed Somon Kuznets estimated the Chinese “product
per capita” to be about 20 per cent higher than India’saround that
period (in 1958 to be exact).” The apparent precision of the GNP
and GDP calculations has, thus, yielded nothing but a picture of
confusion.

Happily, that is not much of a disaster if the opulence view of
the living standard is rejected in favour of the view of function-
ings and living conditions. The Chinese achievement in the living
standard is clearly higher than India’s in terms of many of the
more important functionings. In terms of life expectancy, the
Chinese get sixty-seven years, the Indians a miserable fifty-five,
according to one estimate,” and fewer still according to others.
The Chinese have more than two-thirds literacy, while the Indians
hover around a third.” Tt is this type of comparison that can tell
us what has been happening in the achievement of the living
standard in China vis-d-vis India, and even the fragmented in-

" Modern Economic Growth (New Haven: Yale University Press, 1966),
pp. 360-61.

* World Development Report 1984, Table 1.

> World Bank, World Development Report 1983 (Oxford: Oxford University
Press, 1983), Table 1.
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formation on the important functionings tells us more than the
oddly precise picture of aggregated GNP. Insofar as the Chinese
have done worse in some respects than the Indians, for example
in not being able to avoid a famine (there having been a major
one in 1959-61),” or in not giving the citizens access to various
sources of news and information, these too can be compared in
terms of certain basic functionings.” The main point is that the
successes and failures in the standard of living are matters of liv-
ing conditions and not of the gross picture of relative opulence
that the GNP tries to capture in one real number.

To take another practical exercise, in looking at the prevalence
of sex bias in poor economies like India, one gets rather little help
from figures of family income and even of family consumption
patterns, though Angus Deaton, John Muellbauer and others have
skilfully got as much juice out of that as possible.” For one thing,
we don't know who within the family is exactly consuming how
much (e.g., of food), and for another, our main concern is not
with commodity consumption but with functioning. It seems natu-
ral, then, to look at the comparative pictures of mortality, mor-
bidity, undernourishment, etc., in assessing sex bias at this basic
and elementary level.

As it happens, these data are also easier to obtain and tell their
stories eloquently. The picture that emerges in India is one of
great disquiet: with greater female mortality at most age groups
(except in the immediate neonatal phase and age groups beyond
thirty-five) ; with a declining ratio of females to males in the total
population; with greater female morbidity in results of health sur-
veys; with systematically less use of medical services by women

¥ See B. Ashton, K. Hill, A. Piazza, and R. Zeitz, "Famine in China 1958-61,"
Population and Developmerit Review 10 (1984).

* See my "Development: Which Way Now?" Economic Journal 93 (1983).

> See A. Deaton and J. Muellbauer, Economics and Consumer Behaviour
(Cambridge: Cambridge University Press, 1980); A. Deaton, Three Essays on a Sri
Lanka Household Survey, LSMS Working Paper (Washington, D.C.: World Bank,
1981).
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vis-a-vis men, and by girls vis-a-vis boys; with signs of greater
undernourishment among rural girls compared with rural boys
living in the same village and sometimes in the same family.”

If sex bias in the living standard is our object of study, then it
does seem to make good sense to look directly at the living con-
dition's of the respective groups and to form a judgement, even
when there are difficulties in constructing an aggregate index of
sex bias. The constitutive plurality of the standard of living can
be dealt with not only through formal aggregation, but also
through simultaneous assessments of the different objects of value.

Capability and functioning

I have left one difficult general issue for discussion until al-
most the very end of this second lecture, and that is the question
of the respective roles of capabilities and functionings in the
assessment of living standard. A functioning is an achievement,
whereas a capability is the ability to achieve. Functionings are,
in a sense, more directly related to living conditions, since they are
different aspects of living conditions. Capabilities, in contrast, are
notions of freedom, in the positive sense: what real opportunities
you have regarding the life you may lead.”

Given the close connection of functioning with actual living,
it might seem reasonable to concentrate on functioning rather

*? See J. Kynch and A. Sen, "Indian Women: Well-being and Survival," Cam-
bridge Journal of Economics 7 (1983); A. Sen, Resources, Values and Development
(Oxford: Blackwell, and Cambridge, Mass.: Harvard University Press), essays 15
and 16; A. Sen and S. Sengupta, "Malnutrition of Rural Children and the Sex Bias,"
Economic and Political Weekly 18 (1983), Annual Number. Also Gopalan, Nutri-
tion and Health Care: Problems and Policies (1984).

* Note that the extent of freedom must not be judged only by the number of
alternatives; it depends also on the goodness of the alternatives. To take a simple
case, if the functioning bundle x is superior to bundle y, and y to z, then the capa-
bility set [x,z] is superior to set [y,z]. Also, in an importance sense, set [x] is
superior to set [y]. The argument involves the relevance of "counterfactual" choice
to freedom ("what would you choose given the choice over x and y?") On this see
my "Well-being, Agency and Freedom," Journal of Philosophy 83 (1985), and
Commodities and Capabilities (1985).
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than capabilities in evaluating the living standard. I believe that
this is, to a great extent, right, But it is not fully right. Capabilities
have a direct role too, since the idea of the living standard has an
aspect that is not quite independent of the perspective of freedom.
Suppose I can choose various styles of life A, B, C, and D, and I
choose A. Consider now that the other styles of life —B, C, and
D — become unavailable to me, but I can still choose A. It might
be said that my standard of living is unchanged, since A is what I
would choose anyway. But it is not absurd to argue that there is
some loss in my living standard in this reduction of freedom.

One way of putting this is to argue that the value of the living
standard is given by the capability to lead various types of life,
and while special importance is to be attached to the actual life
style chosen, the availability of the other options has some value
too. Another, perhaps more illuminating way of seeing this ques-
tion is to demand that the functioning be “refined” to take note
of the alternatives available. Choosing A when B is also available
is a different “refined” functioning, it can be argued, from choos-
ing A when B is not.

An illustration may help to bring out the contrast. Consider
two persons both of whom are starving — one without any alterna-
tive (since she is very poor) and the other out of choice (since he
is very religious in a particular style), In one sense their function-
ing achievements in terms of nourishment may be exactly simi-
lar —both are undernourished, and let us assume that they are
so even to the same extent. But one is “fasting” and the other is
not. The religious faster is choosing to starve whereas the poorer
starver is exercising no such choice over whether to starve or not.
In the space of refined functionings, alternative opportunities
could, thus, figure in the characterisation of functionings them-
selves.” The notion of capability is, then, partly reflected in the
identification of the refined functioning.

** This interdependence is further discussed in my Commodities and Capa-
bilities (1985), ch. 7, and in “Well-being, Agency and Freedom” (1985).
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In fact, the relations between functionings and capabilities are
much more complex than they might at first appear. Living con-
ditions are, in a sense, states of existence —being this or doing
that. Functionings reflect the various aspects of such states, and
the set of feasible functioning bundles is the capability of a per-
son. But among the beings and doings are activities of choosing,
and thus there is a simultaneous and two-way relationship between
functionings and capabilities. It is, of course, true that once the
functionings have been suitably richly characterised, then we can
again ask the question: What alternative "refined" functioning
bundles are open to this person? But in the process of getting to
that point, considerations of alternative functionings (and thus of
capabilities) have already been taken on board.

The formal problems of characterisation, while interesting,
are perhaps not ultimately very important, and what is really sig-
nificant in all this is to accept the legitimacy of certain freedom-
type considerations as part of the conditions of life.” Thus the
capability approach, broadly defined, is not concerned only with
checking what set of bundles of functionings one could choose
from, but also with seeing the functionings themselves in a suit-
ably rich way to reflect the relevant aspects of freedom. The con-
stitutive plurality of the capability approach to living standard has
to take note of this as well.

A concluding remark

I must end here. I have tried to present a particular way of
seeing living standard and its assessment. I have argued against
some approaches that are fairly widely used —including opu-

* The importance of freedom in judging a person's life was sharply empha-
sised by Marx. His liberated society of the future would make it "possible for me
to do one thing to-day and another tomorrow, to hunt in the morning, fish in the
afternoon, rear cattle in the evening, criticize after dinner, just as I have in mind,
without ever becoming hunter, fisherman, shepherd or critic" (K. Marx and F.
Engels, The German Ideology [1845-46; repub. New York: International Pub-
lishers, 1947], p. 22).
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lence and utility. I have contrasted assessment in terms of “self-
evaluation” and assessment by “standard-evaluation.” I have also
argued for the relevance of unaggregated characterisations of
functionings and capabilities, and of partial orderings of aggre-
gated assessments.

The scope for empirical use of this approach seems wide
enough. This does not, of course, imply that all the refinements
are easy to incorporate in empirical studies. The important first
step is to be clear about the nature of the exercise— what it is
and what it is not, what it demands and what does not much
matter.

Walter Bagehot had once remarked that “one of the greatest
pains to human nature is the pain of a new idea.” Happily, this
pain need not occur here. The living standard is an old idea, and
I have tried to argue that the pioneers who considered the de-
mands of the idea —Petty, Lavoisier, Lagrange, Smith, Marx,
even Pigou, and others  did point towards the complex issues
underlying the concept and its diverse relevance. The fact that
we have also been frequently led up the garden path should not
make us overlook the value of the leads we have got. There is, of
course, a long way to go.



