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As far as human development is concerned,
there is no fundamental dispute in the
argument that economic growth (measured
by the determinants of development set out
above) is important. On the contrary, it
appears that the relationship between
gross domestic product and the human
development indicators is positive and
statistically significant.

It is therefore possible to say that the higher
the average income of a country, the more
likely it is that life expectancy will improve,
infant and child mortality will fall, and that
the human development index will climb –
coupled, of course, with other factors. We
should, however, bear in mind the
‘accidental’ nature of economic growth. The
effectiveness of economic growth as a
means of development depends on a
number of social and economic conditions,
while an important role is also played by
the distribution of surplus income.
Economic growth helps create wealth, but
this wealth should be distributed so that
inequalities and opportunities are evenly
distributed. The biggest effect may be
expected in areas where average growth
in gross domestic product is closely related
to reducing inequalities, especially poverty.
Evidence shows, however, that these
relations are not perfect and that economic
growth provides a necessary but not
sufficient foundation for human
development.

3.1 Social protection and social
cohesion

People as social beings need to satisfy not
only their material, but also their social,
cultural, spiritual and other needs,
including their need for social protection
and social cohesion. The main element of
social cohesion is contact with fellow
human beings and integration into the
environment. The individual’s contribution
to development of this environment should
take place on equal and reciprocal terms
with the others, thereby mutually improving
one’s personal potential. One of the main
preconditions for social cohesion is the
individual’s material security which, in

turn, provides opportunities for social co-
operation, social inclusion, and the
development of one’s own abilities.

The quality of life depends not only on
individual initiatives but also on social
circumstances. The idea of sustainability
crucially depends on appropriate systemic
support and institutional organisation in
addition to individual efforts.

The resources necessary for fulfilling one’s
needs should be (re)distributed equally,
which is one of the tasks of the social
protection system. The government uses this
system to look after people who have
become excluded from the labour market
for various reasons (sickness, disability,
unemployment), are too young to enter or
not yet old enough to leave the labour
market, or simply do not have enough
money to survive. It is important that the
social protection system indirectly
strengthens and supports the informal
social protection network. At the same time,
such a system provides a solid basis for
political stability and social cohesion while
stimulating economic growth.

The level of expenditure on social
protection is an indicator of the
government’s care for the poor; EU
members with low shares of social
protection expenditure tend to record high
rates of poverty (Ireland, Greece, Spain and
Portugal). This correlation also holds in
Slovenia. Slovenia allocates a relatively
large share of public expenditure for social

3. Implications of the (macro)economic determinants
for human development

Political
stability and
social
cohesion
stimulate
economic
growth

Poverty rate
is relatively
low in
Slovenia

Source: (2002) HDR. UNDP, Oxford University Press, New York, Oxford
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Figure 2: Gross domestic product per capita relative to
the human development index, selected countries, 2000
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itself, income inequality is not a decisive
determinant of health. In fact, an extensive
body of research supports his idea that it
is an individual's income that is the decisive
factor. This takes the form of a complex
relationship in which the effect of income
on health is more pronounced at lower
than higher income levels. Therefore, its
contribution to better health becomes ever
less significant as incomes grow. This
correlation can be seen as a form of the
decreasing marginal utility of income.

Life expectancy is significantly related to
social infrastructure, i.e. the largely publicly
financed health care system, public safety,
public schooling, housing conditions,
nutrition etc. Social position (in)directly
affects an individual’s psycho-social
condition and, consequently, also their
general health. The actual correlation
between health and income is examined
by using data from the Slovenian Public
Opinion Surveys (SPOS). In model A (Table
13), average household income18, sex and
age were used as predictive factors of
health19. This relationship is statistically
examined by odds ratios20. In our case, an
odds ratio greater than 1 indicates that an
individual’s self-assessed health improves
alongside increases in average household
income. The results show that in all
observed years for those respondents who
completed schooling, each higher income
decile to which a household belonged was
reflected in a 15%-30% higher odds of an
individual assessing their health as positive.
At the same time, this odds ratio (together
with an estimate of a determination
coefficient) shows an upward trend. The
estimated odds ratios were lowest in the
eighties and started to rise in the nineties.
In each year of the observed period average
household income played an increasingly

18 This variable is not sufficiently reliable in the databases used since 30%-40% of data on household income has typically been missing since
1994. It can be shown that the revelation of this information is related to a respondent's education and age. To this end, in the analysis
those respondents with missing answers were substituted by those with complete information. We identified individuals with complete
information who resemble those who did not reveal the information about their household income, and then weighted the individuals
with complete information for each survey. Given that this is actually a simulation of data of the individuals about whom data is missing,
we encounter a certain degree of uncertainty. Therefore, interpretation of the results should cautiously take these aspects into account.

19 As a result with two possible values: 0 - if health is assessed as bad or very bad and 1 - if health is assessed as very good or excellent.
20 Odds ratios are antilogarithms of estimated regression coefficients from relevant logistic regressions. In simpler terms, oddss themselves

are a ratio between the number of certain events of interest (e.g. the number of individuals with good self-assessed health) and the
number of opposite events (in this case, individuals with poor self-assessed health) in the same group (e.g., in the third decile of income
distribution), or p1=q1/(1-q1), where q1 denotes the share of events of interest (the share of individuals with good self-assessed health in
a given income decile). The odds ratio further compares the prospects in two different (but successive) groups (i.e., the odds in the fourth
decile of income distribution (p2) against the odds in the third income decile (p1)), i.e., p=p2/p1.

21 This is (subjective) information which links the absolute level of available income with the self-perceived needs. An individual is
attributed the value 0 if the income of their household is insufficient or hardly sufficient, and the value 1 if it is sufficient or even more
than sufficient.

important role in determining self-assessed
health.

In addition, we assessed the correlation
between the subjectively assessed lack of
available financial assets21 of household
and with their self-assessed health in 1999
(Table 14). A certain correlation between
these two factors was revealed for both
males and females. It was particularly
significant in the 45-64 age group. This is
group that is largely still economically
active and thereby exposed to family
financial obligations and to a certain degree
of uncertainty about future income from
work. Vulnerability in this age group may
also be explained by the process of
accumulating socio-economic influences
throughout one’s life. For males who have
completed schooling, household financial
difficulties appears to make them up to
seven times more likely to assess their
health as poor compared to their peers who
face fewer household income constraints
(Table 14). For women, the odds ratios are
lower than 3 (where for both sexes, the

Figure 8: Correlation between GDP p.c. (PPP, US$) and
life expectancy, selected countries, in 2000

Source: (2002) HDR. UNDP, Oxford University Press: New York, Oxford
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