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Abstract 

This paper examines the Human Development Index (HDI) and investigates its relationship with India’s economic 

development. Using UNDP HDI trends, national releases, and state-level studies, it traces India’s HDI trajectory 

since 1990, highlights recent changes (including pandemic-era effects), and reviews empirical evidence on causality 

between non-income HDI components (health and education) and economic growth. The paper argues that 

improvements in HDI have both supported and been supported by economic growth in India, but structural 

inequalities, gender gaps, and episodic shocks (e.g., COVID-19) moderate this relationship. Policy implications 

emphasize coordinated investments in health, education, social protection, and inclusive growth strategies to convert 

human development gains into sustained economic progress. 

 

1. Introduction 

Human Development Index (HDI) is a composite measure capturing health (life expectancy), education (mean years 

of schooling and expected years of schooling), and standard of living (GNI per capita). The HDI is designed to shift 

the focus of development from purely economic metrics to outcomes that reflect human capabilities and choices. 

Improvements in human development can raise labor productivity, increase human capital, and thus propel 

sustainable economic growth; conversely, economic growth provides the fiscal space to invest in health and 

education, creating a mutually reinforcing relationship.  

 

2. Background: HDI in India — trends and recent changes 

India’s long-term HDI progress has been substantial: HDI value rose from 0.434 in 1990 to 0.644 in 2022, an 

increase of about 48.4% over that period, reflecting gains in life expectancy, education attainment, and income. By 

2022 India was placed in the “medium human development” category.  

Following pandemic disruptions, the UNDP 2025 Human Development Report indicated further improvement for 

India: HDI increased to 0.685 in 2023 and India’s rank rose to 130 out of 193 countries, signifying recovery and 

progress on multiple fronts, although notable disparities persist across states, genders, and income groups.  
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3. Literature review — HDI and economic growth: theory and evidence 

The theoretical connection between human development and economic growth draws on human capital theory 

(education and health raise worker productivity), capability approaches (Sen), and endogenous growth models that 

internalize knowledge and human capital formation. Empirical studies offer mixed but generally supportive 

evidence of a two-way relationship: higher human development tends to be associated with stronger long-run 

economic performance, while economic growth facilitates investments in social sectors. 

A recent state-level empirical study for India (1990–2019) finds a strong long-run two-way relationship between 

economic growth and the non-income components of HDI (health and education), using ARDL modeling and 

Granger causality tests; however, it also reports that public expenditure alone on health and education did not always 

translate into improved human development, pointing to efficiency and targeting issues. This indicates that simply 

increasing spending is insufficient—quality, governance, and equitable access matter.  

 

4. Data and methodology (for an empirical treatment) 

This paper synthesizes national HDI figures from UNDP and state-level empirical findings in published studies. A 

rigorous empirical study would typically: 

• Use annual HDI and its component series (life expectancy, mean years of schooling, expected years of schooling, 

GNI per capita PPP) from UNDP’s data center and national statistical agencies.  

• Employ time-series or panel approaches (e.g., ARDL, panel fixed effects, Granger causality) to explore short-run 

vs. long-run dynamics and directionality between HDI components and GDP per capita. (See CSEP state-level 

ARDL approach for a concrete example).  

• Control for confounders: public social expenditure, urbanization, structural composition (industry/services share), 

institutional quality, and shocks (pandemics, natural disasters). 

• Check robustness across subperiods (pre- and post-economic reforms, pre- and post-COVID-19) and across states 

grouped by development level. 

 

5. Key empirical observations and analysis 

5.1 Long-term association in India 

India’s HDI trajectory since 1990 shows steady improvements in education and income components, with some 

fluctuations in health particularly around the COVID-19 period. The overall rise in HDI is consistent with decades 

of economic growth and poverty reduction, expansion of schooling, and public health advances (immunization, 

maternal and child health programs).  

5.2 Pandemic shock and health setbacks 

COVID-19 caused a setback to life expectancy and other health metrics in India—some studies estimate substantial 

excess mortality and a temporary reduction in life expectancy (e.g., a drop of around 1.6 years in certain analyses for 

2021), which in turn affected HDI scores and highlighted vulnerabilities in health systems. Such episodic shocks can 

erase human development gains rapidly and therefore blunt their positive effects on economic performance in the 

short run.  
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5.3 Two-way causality and the role of non-income HDI components 

State-level analysis shows long-run two-way causality between economic growth and health/education indicators: 

better health and schooling raise growth potential, while growth creates resources for further investment in social 

sectors. However, the translation from public expenditure to improved outcomes is not automatic—policy design, 

governance, targeting, and service delivery quality determine effectiveness.  

5.4 Inequality, gender gaps, and within-country variation 

Aggregate national HDI masks large disparities: states differ widely in HDI and its components, and there remain 

significant gender and income inequalities that limit the inclusivity of growth. Addressing these disparities is crucial 

for amplifying the positive impact of human development on aggregate economic outcomes.  

 

6. Discussion — mechanisms linking HDI to economic development 

1. Human capital and productivity: Improved health and education increase labor productivity, innovation 

capacity, and the ability to adopt technology. 

2. Demographic dividends: Improvements in education and health can temporarily change age structures in 

ways that favor growth (if accompanied by employment opportunities). 

3. Social stability and institutions: Human development fosters civic engagement and institutional quality, 

reducing conflict and improving policy implementation. 

4. Consumption and demand: Higher incomes and better social outcomes raise domestic demand for goods 

and services, supporting diversification and structural transformation. 

5. Resilience to shocks: Higher human development strengthens resilience (better health systems, education 

that enables remote work/learning), reducing long-term scarring from crises. 

However, these channels function only when growth is inclusive and public investment is effective. Evidence from 

Indian states suggests that increased spending on health/education needs to be accompanied by governance reforms, 

improved service delivery, and policies targeting the most disadvantaged groups to fully realize economic benefits.  

 

7. Policy implications for India 

1. Prioritize quality and outcomes, not just spending: Scale up investments in health and education while 

improving monitoring, teacher and health worker quality, and accountability. 

2. Target inequality and gender gaps: Design interventions that close regional and gender disparities (e.g., 

conditional cash transfers for girls’ education, targeted health campaigns in lagging states).  

3. Strengthen health system resilience: Build capacity for disease surveillance, primary care, and rapid 

response to minimize life expectancy setbacks from future pandemics.  

4. Link human development to labor market policies: Combine skills development, active labor market 

programs, and industrial policy to ensure educated and healthy workers find productive employment. 

5. Use data and evaluation: Regularly measure HDI components at subnational levels, evaluate program 

effectiveness, and reallocate resources to interventions with demonstrated impact.  
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8. Conclusion 

India’s experience shows that human development and economic growth are deeply interconnected. The country has 

made substantial HDI gains since 1990, and recent UNDP reporting indicates continued progress into 2023. 

Nevertheless, the COVID-19 pandemic exposed vulnerabilities—particularly in health—that temporarily reversed 

gains and underscored the need for resilient, high-quality public services. Empirical studies at the state level indicate 

a two-way relationship between non-income HDI components and growth, but also caution that spending alone is 

insufficient. For India to translate human development progress into sustained, inclusive economic development, 

policy must focus on targeted, quality investments in health, education, social protection and employability, and on 

closing regional and gender gaps. 
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