


Going beyond functionings to capabilities: an
econometric model to explain and estimate capabilities



1 Introduction

According to Nobel Prize Laureate Amartya Sen, the basic purpose of devel-
opment is to enlarge people’s choices so that they can lead the life they want
to (Sen (1985, 1999)). He also emphasizes that development is a multidi-
mensional concept enveloping diverse social, economic, cultural and political











and more sought after in developed countries too.

Taking a different angle, one can argue that education brings about a
better awareness of health and environmental issues and enables one to think



One can go on and on with many other arguments to support the case for
the interdependent nature of capabilities but we believe there is no further
need to elaborate on this. Not only do capabilities interact among themselves
but also with other elements representing the socio-political setup. For some
elements belonging to latter group, there are feedback effects (thus making



itation facilities or not. At the individual level one could also have subjective
assessments such as whether a person considers herself to be poor or not. The



(iii) Capabilities are also influenced by a set of observable external/exogenous



Observed en-
dogenous vari-
ables z1; :::; zn



5 The Econometric Model





Case 3

If ycf 6.14 444 7.97  Tf 38.84 -8.78 -[(cf 6.14scalar, 11.95 Tf 11.85 036.67y)]TJ/FA 7.97  Tf 38.84 -12.36y



ML (probit if dichotomous, tobit if censored etc.) - univariate or bivari-



access to hospital, household size, household type, religion and w could con-



The last two equations of the above system can be estimated by straight-
forward least squares (or ML) methods whereas the first two require a bit
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