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From Income Inequality to Economic Inequality

Introduction

I begin by recounting a true story—a rather
trivial and innocuous story, as it happens, but
one with something of a lesson. Some years
ago, when I went to give a lecture at another
campus, | chose “Economic Inequality” as the
title of my talk. On arrival, I found the campus
covered with posters announcing that [ was
speaking on “Income Inequality.” When 1
grumbled about it slightly, I encountered gen-
te, bur genuine, amazement that I wanted to
fuss abour such “an insignificanc difference.”
Indeed, the identification of economic inequal-
ity with income inequality is fairly standard,
and the two are often seen as effectively syn-
onymous in the economic literature. If you tell
someone thar you are working on economic
inequality, it is quite commonly assumed thar
you are studying income distribution.

This implicit identification can be found in
the philosophical literature as well. For exam-
ple, in his interesting and important paper
“Equality as a Moral Ideal,” Harry Frankfurt
(1987), the distinguished philosopher, pro-
vides a closely reasoned critique of what he
calls economic egalirarianism, defining it as
“the doctrine that there should be no inequal-
ities in the distribution of money” (p. 21).

The distinction, however, is important.
Many of the criticisms of economic egalirari-
anism as a value or a goal apply much more
readily to the narrow conceprt of income in-
equality than it does to the broader notions
of economic inequality. For example, giving
a larger share of income to a person with
more needs, say due to a disability, can be

seen as militating against the principle of
equalizing incomes, but it does not go
against the broader precepts of economic
equality since the greater need for economic
resources due to the disabilicy must be taken
into account in judging the requirements of
economic equality.

The subject of this paper is precisely the
difference between economic inequality and
income inequality. It will be argued that we
ought to pay much more attention than we
conventionally do to economic inequality in
an appropriately broad sense, taking note of
the fact that income inequality, on which eco-
nomic analysis of inequality so often concen-
trates, gives a very inadequate and biased view
of inequalities, even of those inequalities that
can be powerfully influenced by economic
policy. There is a serious gulf here, and the
distinction, | would argue, is of considerable
importance for economic practice as well as
for economic theory. I shall also present some
empirical examples, involving the United
States as well as other countries, to illustrate
the force of this distinction. The more diffi-
cult issue concerns the problems involved in
having an appropriately broad notion of eco-
nomic inequality that is both theoretically ad-
equate and empirically usable, This question,
too, I shall briefly try to address.

The Need for Going Beyond
Income Inequality

A convenient point of departure is A. B.
Atkinson’s (1970) pioneering move in the
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measurement of inequality. He assessed in-
equality of incomes by bringing in an overall
social objective function and measured in-
equality of an income distribution through
the social loss (in terms of equivalent in-
come) from thar distribution in comparison
with a corresponding equal distribution.
However, he took the individuals to be sym-
metrical and also did not explicitly consider
whar the individuals respectively get out of
their incomes and other circumstances.

There is a case for going beyond this struc-
ture and for examining the nature of individ-
ual advantages themselves as the constituent
elements of social welfare (or, more generally,
of social objectives). In this context, we have
to take note of the heterogeneities of the in-
dividuals and of their respective nonincome
circumstances.

The important point to note is that the
valuation of income is entirely as a means to
other ends and also that it is one means
among others. A more inclusive list of means
has been used by John Rawls in his theory of
justice through his concentration on primary
goods, which include rights, liberties and op-
portunities, income and wealth, and the so-
cial bases of self-respect” (Rawls 1971, pp.
60-65). Income is, of course, a crucially im-
portant means, but its importance lies in the
fact that it helps the person to do things thar
she values doing and to achieve states of
being that she has reasons to desire. The
worth of incomes cannot stand separated
from these deeper concerns, and a society
thar respects individual well-being and free-
dom must take note of these concerns in
making interpersonal comparisons as well as
social evaluations.

The relationship berween income (and
other resources) on the one hand and indi-
vidual achievements and freedoms on the
other is not constant. Different types of con-
tingencies lead to systematic variations in the
conversion of incomes into the distinct func-
tionings we can achieve (i.e., the various
things we can do or be), and thar affects the

lifestyles we can enjoy. There are at least five
important sources of parametric variation.

(1) Personal heterogeneities: People have dis-
parate physical characteristics connected
with disability, illness, age, or gender, making
their needs diverse. For example, an ill per-
son may need more income to fight her ill-
ness than a person without such an illness
would need. While the compensation needed
for disadvantages will vary, some disadvan-
rages may not be correctable even with more
expenditure on treatment or care.

(2) Environmental diversities: Variations in
environmental conditions, such as climatic
circumstances (temperature ranges, rainfall,
flooding, and so on), can influence what a
person gets out of a given level of income.

(3) Variations in social climate: The conver-
sion of personal incomes and resources into
functionings is influenced also by social con-
ditions, including public health care and epi-
demiology, public educational arrangements,
and the prevalence or absence of crime and
violence in the particular location. Aside
from public facilities, the nature of commu-
nity relationships can be very important, as
the recent literature on social capiral has
tended to emphasize.!

(4) Differences in relational perspectives: The
commodity requirements of established pat-
terns of behavior may vary between commu-
nities, depending on conventions and cus-
toms. For example, being relatively poor in a
rich community can prevent a person from
achieving some elementary functionings
(such as taking part in the life of the com-
munity) even though her income, in absolute
terms, may be much higher than the level of
income at which members of poarer com-
munities can function with great ease and
success. For example, to be able to “appear in
public without shame” may require higher
standards of clothing and other visible con-
sumption in a richer society than in a poorer
one (as Adam Smich [1776] had noted more
than two centuries ago). The same paramet-
ric variability may apply to the personal re-
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Figure 1. GNP per Capita (US $) and Life Expectancy at Birth, 1994.

Sources: Country dara, 1994, World Bank (1996); Kerala data, life expecrancy, 1989-1993, sample registration system
reported in Government of India (1997a); domestic product per capita, 1992-1993, Government of India (1997h).

sources needed for the fulfillment of self-re-
spect. This is primarily an intersocietal varia-
tion rather than an interindividual variation
within a given society, but the two issues are
frequently interlinked.

(5) Distribution within the family: Incomes
earned by one or more members of a family
are shared by all, nonearners as well as earn-
ers. The family is, thus, the basic unit for
consideration of incomes from the point of
view of their use. The well-being or freedom
of individuals in a family will depend on how
the family income is used in furtherance of
the interests and objectives of different mem-
bers of the family. Thus, intrafamily distribu-
tion of incomes is quite a crucial parametric
variable in linking individual achievements
and opportunities with the overall level of
family income. Distributional rules followed
within the family (e.g., related to gender or
age or perceived needs) can make a major
difference ro the artainments and predica-
ments of individual members.

Illustrations of Contrasts

[ have presented elsewhere empirical examples
of different types that illustrate the variability
of the relation between incomes and achieve-
ments (Sen 1981, 1985a, 1995, 1998). I shall
take the liberty of dwelling on a few such il-
lustrations to indicate what kind of contrasts
may be involved.

Figure 1 presents the gross national prod-
uct (GNP) per head and life expecrancy ar
birth of six countries (China, Sri Lanka,
Namibia, Brazil, South Africa, and Gabon)
and one sizeable state (Kerala) within a coun-
try (India).2 The income-poor people of Ker-
ala or China or Sri Lanka enjoy enormously
higher levels of life expectancy than do the
much richer populations of Brazil, South
Africa, and Namibia, not to mention Gabon.
Since life expectancy variations relate to a va-
riety of economic influences, including epi-
demiological policies, health care, educa-

tional facilities, and so on, the reach of
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Figure 2. Variations in Male Survival Rates by Region
Sources: U.S., 1991-1993, U.S. Department of Health and Human Services (1996); Kerala, 1991, Government of India

(1991); China, 1992, WHO (1994).

economic opportunities is much broader
than thar of income alone. 1 have had the oc-
casion to discuss elsewhere how public poli-
cies in particular have been quite crucial in
influencing the quality of life and longevity
of different populations (see Sen 1981; Dréze
and Sen 1989). In terms of inequality analy-
sis, even the direction of the inequality
points oppositely when we compare Kerala,
China, and Sri Lanka on one side with
Brazil, South Africa, Namibia, and Gabon
on the other.

Figures 2 and 3 make a related, bur differ-
ently focused, comparison, bringing in the
U.S. itself. Even though the income per
capita of African Americans is considerably
lower than that of the American white popu-
lation, African Americans are of course a
great many times richer in income terms
than the people of China or Kerala (even
after correcting for cost-of-living differ-
ences). In this context, it is interesting to

compare the survival prospects of African
Americans vis-a-vis the immensely poorer
Chinese or Indians in Kerala. American
blacks do much better in terms of survival ar
low age groups (particularly in terms of in-
fant mortality), but the picture changes over
the years.

It turns out thar, in fact, the Chinese and
the Keralites decisively outlive American
black men in terms of surviving to older age
groups. Even American black women end up
having similar survival patterns for high ages
as the Chinese and decidedly lower survival
rates than the Indians in Kerala. So it is not
only the case that American blacks suffer
from relative deprivation in the income space
(vis-a-vis American whites), they are ab-
solutely more deprived than the much
poorer Indians in Kerala and the Chinese (in
the case of men) in terms of living to ripe,
old ages. In explaining these differences be-
tween living standards judged by income per
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Figure 3. Variations in Female Survival Rates by Region
Sources: U.S., 1991-1993, U.S. Department of Health and Human Services (1996); Kerala, 1991, Government of India

(1991); China, 1992, WHO (1994).

head and that judged by the ability to survive
to higher ages, a number of causal issues are
relevant (including medical insurance, public
health care, elementary education, law and
order, etc.) that are not unrelated to eco-
nomic policies and programs.?

Figure 4 compares, for different stares
within India, the values of gross domestic
product (GDP) per capita, literacy (female
and male), life expectancy at birth (female
and male), and total fertility rate. The last has
eventual importance for population growth,
but its inclusion here is mainly for its imme-
diate role, at high levels, as a major restraint
on the freedom and wellbeing that young
women can enjoy when battered by continual
bearing and rearing of children. Since the last
is viewed as a negarive influence on the qual-
ity of life, it is measured in the opposite
(downward) direction from the zero line.

It is readily seen (as can also be confirmed
by standard measures of statistical relations)

that the relative values of GDP per capita fig-
ures are much ar variance with the nonin-
come indices of aspects of quality of life (fe-
male literacy, male literacy, female life
expectancy, male life expectancy, and low fer-
tility rate), which all move very closely to-
gether. For example, the GDP figures would
put Haryana and Punjab very much higher
than Tamil Nadu and Kerala, but in terms of
aspects of quality of life, exactly the opposite
is the case.

As these illustrations exemplify (Figures
1-4) and as can be confirmed by other statis-
tics (see, e.g., Sen 1985a, 1995, 1998, and
literature cited there), there are subsrantial
differences between the income-based view
and the nonincome indicators of quality of
life. Inequality comparisons will yield very
different results depending on whether we
concentrate only on incomes or also on the
impact of other economic and social influ-
ences on the quality of life.
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A further issue, which [ shall not take up
in this paper (bur that I have addressed else-
where, particularly in Sen [1997]), concerns
the severely negative impact of unemploy-
ment, especially persistent unemployment,
on the lives that people can live. This is an
especially imporrant issue for the assessment
of quality of life and inequality in contempo-
rary Europe. Even though unemployment
benefits and social security may reduce the
impact of the extraordinary levels of high un-
employment on European income inequality
in particular, the persistence of unemploy-
ment leads to many other kinds of depriva-
tion (see Sen 1997 and literature cited
therein) thar are not reflected ar all in the in-
come statistics. An over-concentration on in-
come inequality alone has permirted greater
social and political tolerance of unemploy-
ment in Europe (and even some economic
smugness vis-a-vis the achievement of low
unemployment levels in the U.S.) that can-

not be justified if a broader view of economic

inequality is raken.

Interpersonal Utility Comparisons
and Inequality

The illustrations just presented of contrase
between income and achievement deal with
particular classes of indicators of quality of
life (longevity, survival, literacy, fertility, em-
ployment status). Illustrations can also be
provided to exemplify variability in the rela-
tion berween income and other substantive
achievements such as being healthy, being
well-nourished, taking part in the life of the
community, and so on.

The acceprance of variability berween in-
come and achievement is not, however, an
adequate ground for a definitive rejection of
income inequality as the center of our acten-
ton in inequality assessment—without con-
sidering whether an alternative approach



From Income Inequality to Economic Inegquality

would be workable and satisfactory. Pracrical
economics, no less than politics, is the art of
the possible, and that issue remains, even
when the need for going beyond income in-
equality is well accepted. Can we really get
an alternative, practically usable approach
based on the broader concentration on func-
tionings rather than incomes?

Before taking on this issue fully, I would
like to examine a related question, proposing
a different alternartive to the focus on in-
comes. Are we not likely, it may be sensibly
asked, to be served bertter by opting for a
more familiar notion, like utility, in shifting
away from income inequality? Why not the
inequality of utilities as the central focus of
attention for inequality analysis? Indeed, just
such a focus has been proposed and elegantly
explored already by James Meade (1976) in
his exploration of “the just economy.” So the
utility-based evaluation of inequality should
be examined first, before stepping on to the
less tried, and perhaps more hazardous, field
of functionings (or the freedom to function).

The possibility of interpersonal compar-
isons of utilities was, of course, famously
challenged by Lionel Robbins (1938) and
others in the high days of simple positivist
criticism of urilitarian welfare economics.
Cerrainly, the claim to a high scientific status
of urility comparisons is compromised by
many practical difficulties in relating obser-
vations to firm and indisputable conclusions
regarding interpersonal rankings of utilities
and utility differences. On the other hand,
comparisons of pleasures and happiness are
made in our day-to-day reflections and dis-
course, and there is considerable discipline in
the making of such comparisons. Indeed, as
Donald Davidson (1986) has pointed our,
the nature of our understanding and com-
munication regarding intrapersonal compar-
isons of states of happiness and desires are
not radically different from the correspond-
ing interpersonal exercises. Also, interper-
sonal comparison of utilities need not take
an all-ar-nothing form, and it is possible to

- 20

have “partial interpersonal comparability”
with a rigorous analytical structure (see Sen
1970a, b).

The difficult issue in basing inequality
analysis on interpersonal comparisons is not
so much the impossibility of making such
comparisons but the possibility of being mis-
led by such comparisons (particularly about
important differences in the substantive deals
that people get and the real predicaments
from which they suffer). Our ability to take
pleasure in very adverse circumstances tends
to adapr to the hardship of circumstances so
that the badly placed underdogs do not typi-
cally spend their lives weeping over what
they have missed. People learn to make the
most of small opportunities and to cut de-
sires to size, that is, to levels that are realistic
under the circumstances. Thus, in the scale
of pleasures and desire fulfillment, the depri-
vation of the persistent underdog finds rather
muffled and muted expression. Deprived
people, varying from subjugated housewives
in sexist societies to the hopelessly poor in
strongly stratified economies, come to terms
with their deprivation, and the psychological
indicators of pleasure or desire fulfillment
may fail to reflect the extent of real depriva-
tion thart these people suffer.

There is, I believe, force in this criticism of
relying on interpersonal comparison of plea-
sures and desire fulfillment for making judg-
ments about inequality or injustice. How-
ever, this critique does not touch at all the
more modern definition of utility as a nu-
merical representation of individual choice
behavior. In this interpretation, to say thar a
person gets more utility from x than from y is
not essentially different from saying that,
given the straightforward choice between x
and y the person would choose x. The mal-
leability or adapration of pleasure-taking
ability need not compromise the perspective
of urility as real-valued representation of
preference,

However, if we see utility only as a numer-
ical representation of each person’s choice
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behavior, there is, then, no basis here for in-
terpersonal comparisons of utility since
each person’s choice behavior is a distinct
and separate entity. My choices may well re-
veal that I prefer a banana to an apple, but
no choice of mine would, in any obvious
sense, reveal whether I prefer to be someone
else. Interpersonal comparisons deal with
objects of comparison that are not objects
of actual choice.

This point is often missed when it is pre-
sumed that similarity of choice behavior over
commodity space must reveal a congruence
of urilities. It is often presumed chat, when
two persons are observed to have the same
demand function, then they must be seen as
having the same level of interpersonally com-
parable urility for any given commodity bun-
dle. Indeed, much of real-income compari-
son proceeds on the basis of identifying
individual advantages with the commodity
basker enjoyed, evaluated by a shared prefer-
ence relation, and that procedure is not ille-
gitimate for making situational comparisons
of different persons’ opulence. Bur to inter-
pret them as utility comparison, going be-
yond opulence, would be a complete non se-
quitur. 1f instead of assuming rthat each
person gets the same utility as others do from
the same commodity bundle, it were as-
sumed that one gets exactly one tenth of the
utility that another gets from each respective
bundle, then that too would be perfectly
consistent with all the behavioral observa-
tions (including the shared demand func-
tion). Congruent demand functions tell us
nothing abour the congruence of urility
functions, and this follows generally from the
fact that the observations on which demand
funcrions are based do not lend themselves
to any presumption about interpersonal
comparisons of well-being (only of commod-
ity holdings and opulence).

This must not be seen as just a fussy difh-
culty of theorerical interest; it can make a
very big difference in practice as well. Even if
a person who is disabled or ill or depressed

happens to have the same demand function
as another who is not disadvantaged in this
way, it would be quite absurd to assume that
she is having exactly the same utility or well-
being from a given commodity bundle as the
other can get from it. To attribute the same
utility function to each and ro treat thar as
the basis of interpersonal comparison for the
analysis of inequality or injustice would be
both epistemologically unsound and ethi-
cally unfair.

Utility cannot, therefore, serve as a satis-
factory basis for interpersonal comparison
for inequality analysis, and this holds no
matter whether we interpret utility as plea-
sure or as desire fulfillment or as a numerical
representation of choice behavior. Indeed, as
I have tried to discuss, attempts to make that
use arbitrarily can be pernicious for judg-
ments of equity and justice.

Quality of Life, Functionings,
and Capabilities

The choice of nonutility variables in terms of
which inequality can be judged has been a
martter of some interest in recent years, and
such conceprs as the quality of life or free-
dom of living and other such notions have
been invoked.* It is, however, important to
emphasize that focusing on the quality of life
rather than on income or wealth or on psy-
chological satisfaction is not new in econom-
ics. Indeed, the origin of the subject of eco-
nomics was strongly motivated by the need
to study the assessment of and causal influ-
ences on the conditions of living. The moti-
vation is stated explicitly, with reasoned justi-
fication, by Aristotle, burt it is also strongly
reflected in the early writings on national ac-
counts and economic prosperity by William
Petty, Gregory King, Francois Quesnay, An-
toine Lavoisier, Joseph Louis Lagrange, and
others. While the national accounts devised
by these pioneers established the foundations
of the modern concepr of income, the focus
of their attention was never confined to this
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one concept. They were also very aware of
the basic issue that the importance of income
is instrumental and circumstantially contin-
gent rather than intrinsic and categorical.

In traditional welfare economics, there has
been interest both in individual urilities and
in individual incomes. When individuals are
taken to be symmetrical, the two are closely
linked. John Rawls has pointed to the im-
portant issue that income is not the only
versatile means that facilitates a person’s pur-
suit of his or her respecrive objectives. He
has focused instead, as was stated earlier, on
the broader category of primary goods,
which are general-purpose means that help
anyone to promote his or her ends (includ-
ing “rights, liberties and opportunities, in-
come and wealth, and the social bases of
self-respect”).

The concentration on primary goods in
the Rawlsian framework relates to his ac-
counting of individual advantage in terms of
the opportunities they enjoy to pursue their
respective objectives. Rawls’s Difference Prin-
ciple, which is part of his theory of justice as
fairness, assesses efficiency as well as equity in
terms of the respective holdings of primary
goods, represented by an index.

The broadening of the narrow concentra-
tion on incomes alone involved in this
move is significant, but this widening of the
informational focus from incomes to pri-
mary goods is not adequate to deal with all
the relevant variations in the relationship
berween resources and functionings. Pri-
mary goods themselves are mainly various
types of general resources, and the use of
these resources to generate the capability to
do things is subject to distinct types of vari-
ations (as has been already discussed), in-
cluding personal heterogeneities, environ-
menrtal diversities, variations in social
climate, and differences in relational per-
spective. We can have complete equaliry of
the chosen index of primary goods, and yet
some people may be immensely more de-
prived than others because of age, disabili-

ties, proneness o illness, epidemiological
conditions, and so on.

I have tried to argue for some time now
(Sen 1980, 1985a, b, 1992) that, for many
purposes, the appropriate space is neither
that of utilities (as claimed by welfarists) nor
that of primary goods (as demanded by
Rawls). If the object is to concentrate on the
individual’s real opportunity to pursue her
objectives, then account would have to be
taken not only of the primary goods the per-
son holds but also of the relevant personal
characteristics that govern the conversion of
primary goods into the person’s ability to
promote her ends. For example, a person
who is disabled may have a larger basket of
primary goods and yet have less chance to
lead a normal life (or to pursue her objec-
tives) than an able-bodied person with a
smaller basket of primary goods. Similarly,
an older person or a person more prone to
illness can be more disadvantaged in a gener-
ally accepted sense even with a larger bundle
of primary goods.

The conceprt of functionings, which has
distinctly Aristorelian roots, reflects the vari-
ous things a person may value doing or
being. The valued functionings may vary
from such elementary ones as being ade-
quately nourished and being free from
avoidable disease to very complex activities
or personal states, such as being able to rake
part in the life of the community and having
self-respect.

The extent of each functioning enjoyed by
a person may be represented by a real num-
ber and, when this is the case, a person’s ac-
tual achievement is given by a functioning
vector in an n-dimensional space of # func-
tionings (presuming finiteness of distince
functionings). When numerical representa-
tion of each functioning is not possible, the
analysis has o be done in terms of the more
general framework of seeing the functioning
achievements as a functioning #-tuple and
the capability set as a set of such z-tuples in
the appropriate space (this will, then, nort be
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a vector space). The set of alternative func-
tioning vectors available to her for choice is
called her capability set. While the combina-
tion of functionings (strictly, z-tuples) a per-
son undertakes reflects her achievements, the
capability set represents the freedom to
achieve: the alternative functioning combi-
nations from which this person can choose.

Figure 5 illustrates a functioning space
(two dimensional), with the capability set of
a person being given by region K, and from
this capability set X, the person chooses one
functioning vector x (though this need not
necessarily be unique). It may be useful to
think of choice in this space in terms of an
indifference map of valued living defined
over the functioning vectors, and x can then
be seen as belonging to the highest reachable
indifference curve (as indicated).’ The focus
of this capability approach could be either on
the realized functionings (whar a person is
actually able to do) or on the set of alterna-
tives she has (her real opportunities).

I shall not go into the details of the ap-
proach here (which I have tried to present
elsewhere [Sen 1985a, 1992, 1993]). Burt it is
useful to ask whether the focus on capability
is likely to be very different from that on
funcrionings. The capability approach can be
used either with a focus on what options a

person has—given by the whole capability
set—or on the actual functioning combina-
tion she chooses—given by the chosen func-
tioning vector. In the former procedure,
what may be called the options application,
the focus can be on the entire K, whereas in
the latter, the choice application, the concen-
tration is more narrowly on x. The options
application is directly concerned with the
freedom to choose over various alternatives,
whereas the choice application is involved
with the alternative that is actually chosen.
Both the versions of the capability approach
have been used in the literature, and some-
times they have been combined.

By a well-established tradition in econom-
ics, the real value of a set of options lies in the
best use that can be made of them and, given
maximizing behavior and the absence of un-
certainty, the use that is actually made. The
use value of the opportunity, then, lies deriv-
atively on the value of one element of it (to
wir, the best option or the actually chosen op-
tion). In this case, the focusing on chosen
functioning vector coincides with concentra-
tion on the capability set. With this type of
elementary evaluation, the two uses of the ca-
pability approach share not only the identifi-
cation of a relevant space (that of function-
ings) bur also the focal variable in that space

(the chosen functioning vector).

Functioning 2

However, the options applica-
rion can be used in other ways
as well since the value of a ser
need nort invariably be identi-
fied with the value of the best,
or the chosen, element of it. It is
possible to attach importance to
having opportunities that are
not taken up. This is a natural
direction to go if the process
through which outcomes are
generated is of significance of its
own. Indeed, choosing itself can

Functioning 1 be seen as a valuable funcrion-

Figure 5. Functioning Vectors and the Preference Map

ing and having an x when there
is no alternative may be sensibly
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distinguished from choosing x when substan-
tial alternatives exist.® The importance of this
type of consideration lies more in drawing
attention to broader concerns than in offer-
ing a quick resolution of interpersonal com-
parison of freedoms (and thus of overall indi-
vidual advanrages that take note of the
significance of freedom).

Weights, Valuations, and Explicitness

1 turn now to a crucial methodological issue
that has received much attention in recent
discussions involving the capability approach
and related proposals. The heterogeneity of
functionings involves the need to weigh
them against one another. This would apply
to all approaches geared to functionings,
whether the concentration is on realized
functioning vectors x (as with the choice ap-
plication) or on the capability sets K (as with
the options application).”

Is this weighting requirement a special dif-
ficulty associated with the capability ap-
proach? This cannot be the case since hetero-
geneity of factors that influence individual
advantage is a pervasive feature of actual eval-
uation. While we can decide to close our eyes
to this issue by simply assuming that there is
something homogeneous (e.g., income or
urtility) in terms of which everyone’s overall
advantage can be judged and interpersonally
compared (and thar variations of needs, per-
sonal circumstances, etc., can be, corre-
spondingly, assumed away), this does not re-
solve the problem—it only evades it.

Comparisons of real income involve reduc-
tion of bundles of different commodiries
into points on a real line and, in judging
comparative individual advantages, there is
the further problem of interpersonal compar-
isons taking note of variations of individual
conditions and circumstances. As was dis-
cussed earlier (see section 4), even when each
person’s preference is taken to be the ultimate
arbitrator of well-being for that person and
even when, to take a very special case, every-

one has the same demand function or prefer-
ence map, the comparison of market valua-
tions of commodity bundles (or their relative
placing on a shared system of indifference
map in the commodity space) may tell us
rather little about interpersonal comparisons
of well-being.

In evaluative traditions involving fuller
specification, considerable heterogeneity is
explicitly admitted. For example, in Rawlsian
analysis, primary goods are taken to be con-
stitutively diverse (including “rights, liberties
and opportunities, income and wealth, and
the social bases of self-respect”), and Rawls
(1971) deals with them through an overall
index of primary goods holdings. While a
similar exercise of judging over a space with
heterogeneity is involved both in the Rawl-
sian approach and in the use of functionings,
the former is informarionally poorer, for rea-
sons discussed already, because of the para-
metric variation of resources and primary
goods vis-a-vis the opportunity of achieving
high quality of living.

The problem of valuation is not, however,
one of an all-or-nothing kind. Some judg-
ments, with incomplete reach, follow imme-
diately from the specification of a focal space.
When some functionings are selected as sig-
nificant, such a focal space is specified, and
the relation of dominance itself leads to a
partial ordering over the alternative states of
affairs. If person 7 has more of a significant
functioning than person j and ar leasc as
much of all such functionings, then 7 clearly
has a higher valued functioning vector than j
has. This partial ordering can be extended by
further specifying the possible weights. A
unique ser of weights will, of course, be suf-
ficient to generate a complete order, but it is
typically not necessary. Given a range of
weights on which there is agreement (i.e.,
when it is agreed thart the weights are to be
chosen from a specified range, even without
any agreement as to the exact point on that
range), there will be a pardal ordering based
on the intersection of rankings (see Figure 6).



246 - Amartya K. Sen

This partial ordering will get systematically
extended as the range is made more and
more narrow. Somewhere in the process of
narrowing the range, possibly well before the
weights are unique, the partial ordering will
become complete. But even with an incom-
plete ordering, many decision problems can
be adequately resolved, and even those that
are not fully resolved can be substantially
simplified (through the rejection of domi-
nated alternatives),

It is thus crucial to ask, in any evaluative
exercise of this kind, how the weights are to
be selected. This judgmental exercise can be
resolved only through reasoned evaluarion.
For a given person who is making his or her
own judgments, the selection of weights will
require reflection rather than interpersonal
agreement or a consensus. However, in arriv-
ing at an agreed range for social evaluation
(e.g., in social studies of poverty), there has
to be some kind of a reasoned consensus on
weights or at least on a range of weights. This
is a social choice exercise and requires public
discussion and a democratic understanding
and acceprance. It is not a special prablem
that is associated only with the use of the
functioning space,

A Concluding Remark

The argument for shifting our attention
from income inequality to economic in-
equality relartes to the presence of causal in-
fluences on individual well-being and free-
dom that are economic in nature but that
are fiot captured by the simple statistics of
incomes and commodity holdings. The
case for such broadening of informational
focus also entails the need to pay evaluative
attention to heterogeneous magnirudes and
calls for the derivation of partial orderings
based on explicit or implicit public accep-
tance. The normative force of this accep-
tance rests substantially on the quality and
reach of public discussions on matters of
central social concern. The subject of this
essay, though nominally about inequality, is
ulcimately as much abouc the nature and
importance of public discussion on social
evaluation.

In matters of public judgment, there is no
real escape from the evaluative need for pub-
lic discussion. The work of public valuarion
cannot be replaced by some “super clever” as-
sumption. Some assumptions thar give the
appearance of working very well operate
through hiding the choice of val-

Fa

ues and weights in some con-
structed opaqueness. For example,
the assumption, often implicitly
made, that two persons with the
same demand funcrion must have
the same relation berween com-
modity bundles and well-being
(no matter whether one is ill and
the other nor, one disabled and the

7,
//I/// iy,

Prefe:

e other not, etc.) is basically a way of
Gominant better

evading the consideration of sig-
nificant influences on well-being.
That evasion becomes transparent,
as | have tried to illustrate, when
we supplement income and com-
¢, | modity dara by informarion of

o

Figure 6. Functioning Vectors and Dominance

other types (including martters of

life and death).
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The exercise need not, however, be as ex-
acting as it may first appear and as it cer-
tainly would be if we were nort to sette for
anything less than getting complete order-
ings of interpersonal advantages and inequal-
ities. Our values about inequality aversion
are not typically of the fine-tuning variety,
getting the level of inequality “just right,”
taking note of all its pros and cons. Rather,
the engagement is mainly about the avoid-
ance of substantial inequalities and serious
injustice.

As marerial for public discussion and for
informed consensus or acceptance, the need
is not so much for a complete ordering of in-
terpersonal advantages and of levels of in-
equality (which would be inevitably based on
some crude assumprions and evasions) but
for usable partial orderings that caprure the
big inequalities in a clear way, taking note of
the various significant concerns that go well
beyond the commodity space. The focus has
to be on the reach and relevance of partial or-
derings that can be cogently derived and
used. Insistence on completeness can be an
enemy of informed and democratic decision
making.

NOTES

1. See particularly Coleman (1986) and Putnam,
Leonardi, and Nanerti (1993).

2, While Kerala is merely a state rather than a
country, nevertheless, with its population of 29 mil-
lion, it is larger than the majority of countries in the
world.

3. On this, see Sen (1993) and also the medical
literarure cited therein. See also the discussion that
American black men from the Harlem district of
rich New York fall (in terms of survival) not only be-
hind the Chinese or the Indians in Kerala burt also
behind the famished population of Bangladesh.

4. See the literature considered in Nussbaum and
Sen (1993).

5. The use of such an indifference map in explain-
ing valuarion of functionings may be of considerable
pedagogic value, especially in moving from the famil-
farity of the commodiry space to the unaccustomed
functioning space. It is, nevertheless, imporwant
recognize that the nature of the indifference map in

the functioning space may not altogether mirror
what we standardly presume in the case of commod-
ity space. In particular, there may be considerable
areas of incompleteness as well as fuzziness (see Sen
1985a). The recent literature on fuzzy set theory can
be helpful in analyzing the valuation of functioning
vectors and capability sets (see particularly Chiappero
Martinerti 1994, 1997; Delbono 1989; Cerioli and
Zani 1990; Balestrino 1994; Balestrino and Chiap-
pero Martinetti 1994; Ok 1995; Casini and Bernert
1997; among other contributions).

6. See Sen (1985a, b). There remains the more
difficulr issue of determining how this process con-
sideration should be incorporated. For varjous alter-
native proposals and also axiomarized formulas, see
Suppes (1987), Pactanaik and Xu (1990), Sen
{1991}, Foster (1993), Arrow (1995), Herrero
(1995), Puppe (1995), among others.

7. In the lacter case, there is the further task of
comparing sets rather than poincs in this space, and
it involves the additional issue that the importance
of freedom can stretch well beyond the value of the
particular element that is chosen (except in the spe-
cial case of elementary evaluation).
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