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Problems for seminar 1

Problem 1: Exercise 1 in Chapter 2 in Ray

Problem 2: The Human Development Index (HDI)

(a) Download the 2009 HDI data from http://hdr.undp.org/en/media/HDR_

2009_Tables_rev.xls (sheet H is the interesting one) and the 2011 HDI
data from http://hdr.undp.org/en/media/HDR_2011_Statistical_Tables.

xls (sheet 1). Replicate the index values for Norway, Philippines and Cen-
tral African Republic for both 2009 and 2011 from the underlying variables
(note that the formula used is not the same in the two years).1

(b) What is the difference between the formulas used in the 2009 report and the
2011 report? Why do you think that HDI changed the formula?

(c) Do you think that HDI is better suited for a) distinguishing ‘Human Devel-
opment’ among poor countries or b) distinguishing ‘Human Development’
among rich countries?

(d) (Ravallion, 2010) [Difficult] Use the 2011 formula for HDI. By combining the
three underlying indexes into a single number, it is possible to get the same
HDI score with different combinations of values on the underlying variables.
Implicitly this defines a trade-off between these underlying variables. Calcu-
late the “willingness to pay” for an extra year of life expectancy for Liberia,
Norway and Liechtenstein. Also calculate the “willingness to pay” for an
extra year of expected schooling for the same countries. Do you think that
these trade-offs make sense? What are the advantages and disadvantages of
combining the underlying scores into a single number for each country?

Problem 3: Exercise 4 in Chapter 2 in Ray

References

Ravallion, Martin, “Troubling tradeoffs in the Human Development Index,” Pol-
icy Research Working Paper Series 5484, The World Bank November 2010.

1The formulas are given in the Technical appendixes to the different reports. You can find the
2011 version at http://hdr.undp.org/en/media/HDR_2011_EN_TechNotes.pdf and the version
for 2009 (and the years before) at http://hdr.undp.org/en/statistics/tn1/.
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