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Sustainable development is an outcome of more than economic processes. It is 
an outcome of economic, social, and political processes that interact with and 
reinforce each other in ways that hinder or facilitate its achievement. To reach 
sustainable development, opportunities need to be generated, good initiatives at all 
levels facilitated, and stability ensured. This requires actions at local, national, and 
international levels. How can priorities be decided in practice? What framework 
is needed to ensure economic growth and an effective distribution of wealth that 
generates equality of opportunities? This article suggests that to accomplish sustain-
able development, it is not enough to evaluate the way economic development has 
been researched and conducted thus far. Rather, a new approach to understanding 
its process is needed. This new approach is an integral approach to economic 
development, that is, an approach that seeks to respect the dignity of the human 
person, strengthen the family, and foster civic and social responsibility. This, in 
turn, necessitates an integrated view of the person in society and, consequently, a 
focus on the economic agent’s decision process by acknowledging him or her in a 
holistic manner and in his or her social dimension. 

Introduction
Today, development economists know that good economic policies alone will not 
ensure economic development; effective civil and social institutions are required—
indeed, they provide the most fruitful context for sustainable development.1 
Sustainable development is an outcome of more than economic processes alone. 
It is an outcome of economic, social, and political processes that interact with 
and reinforce each other in ways that either hinder or facilitate the achievement 
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of economic development. To reach it, opportunities need to be generated, ef-
fective initiatives at all levels facilitated, and stability ensured. This requires a 
better understanding of the socioeconomic dynamics underpinning economic 
development as well as actions at local, national, and international levels.

At the center of these dynamics is the human person, the economic agent, 
who generates and is served by economic activity. It is a fact of experience 
that the human person is body and does not just have a body. The body of the 
person is not an accident, but it is, rather, as essential a component of his or her 
personhood as is his or her rationality.2 An individual lives and develops his 
personhood in his body. A consequence of this reality is that the person needs 
material things to develop, and furthermore, what he does and how he lives in his 
bodily dimension makes a difference in his personal development. It is important 
to take this fact of experience into consideration, as one of the functions of the 
economy is to meet the material needs of the economic agent. This latter function 
is especially relevant in the context of economic development. This function is 
even more relevant, however, because it indicates that how the economic agent 
seeks to meet these needs is not value neutral. In his pursuit of material needs, 
the economic agent can further develop as a person and help others do the same, 
or it can undermine his development and those of others.

A simple example can perhaps be of assistance in clarifying this point. Within 
an economy, individuals make decisions about the distribution of food to other 
persons. These decisions typically take into consideration more aspects than the 
delivery itself, such as need, age, health, location, costs, and so on. Yet, if the 
individual making the decision is to help develop himself and those persons he 
intends to feed, the decision-maker cannot ignore the fact that those involved 
cannot be either fed or treated in the same way as other living creatures such as 
dogs or horses. The corporality and dignity of the human person requires feeding 
these persons in a way that is proper to them.

It is also a fact of experience that this same economic agent exists, lives, and 
acts together with others, that is, human beings have a social nature. This suggests 
that, in cooperating freely with others, a person also shares in the responsibility 
and the outcomes of those actions while, at the same time, he shapes his own 
way of living and direction. In this manner, he determines himself in such a 
way that through his interpersonal interactions, he either contributes toward or 
jeopardizes his personal development and that of others.3 This additional fact of 
experience is also very relevant to understanding the economic process. Once 
again, to illustrate this point with an example, one can think of the role that over-
consumption and corruption played in the subprime crisis. Both the corporality 
of the economic agent and his interpersonal interactions influence the economic 
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process and other economic agents in society. The influence exercised by these 
two components of being and of human behavior underlines their importance 
for economic activity. This is so because it suggests a connection between these 
realities in the life of the economic agent and the production or destruction of 
human, social, and moral capital. These, in turn, also suggest a connection to 
the efficiency and the productivity of the economic activity. Yet, often they are 
absent from economic analysis, which instead assumes an economic agent who 
is a self-interested, utility-maximizing individual.4

What framework is needed to ensure economic growth and an effective dis-
tribution of wealth that would generate equality of opportunities for individuals 
and societies? This article suggests that, in order to accomplish sustainable 
development, the way in which economic development has been researched 
and conducted thus far is not sufficient. An integral approach to economic de-
velopment is also needed. An integral approach is one that seeks to respect the 
dignity of the human person, strengthens the family, and fosters civic and social 
responsibility. In other words, this approach provides an integrated and holistic 
view of the person in society—that locates the economic agent’s decision process 
within his social dimension.

This article is organized as follows. In the next section, the link among eco-
nomic development, institutions, and measurements is presented. The section 
that follows reviews recent developments in the literature in view of the integral 
approach proposed. The penultimate section proposes an integral approach to 
economic development and measurement of impact. The article concludes by 
offering some conclusions and a proposal for future research.

Economic Development, Institutions, 
and Measurements
Development economics studies the causes and effects of poverty and low 
income in countries around the world. It also studies the causes and effects of 
the slowdown of progress in some countries. Based on its findings, it seeks to 
improve policy design in such a way that individuals, regions, and countries can 
achieve greater economic prosperity.

Functioning social institutions such as the family, the local community, the 
rule of law, domestic security, infrastructure, and public institutions, are abso-
lutely essential in order for development programs and policies to achieve their 
objectives. In practice, however, these institutions are often inadequate to meet 
the demands of development. Many problems of development result from bar-
riers to the introduction of new technology, violation of property rights, and the 
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distortion of prices due to protectionist policies. Furthermore, these institutions 
and disruptive policies are in place, more often than not, not due to ignorance on 
the part of policy makers but rather purposefully so they can remain in power to 
enrich themselves or to protect interest groups. Successful development initia-
tives, then, must identify the institutions that are relevant to the development 
effort, determine the improvements needed within those institutions, and then 
strengthen those institutions so that they are able to perform the tasks required 
for development. It is important to underline, however, that behind these institu-
tions it is the economic agent, that is, a person who, when engaged in economic 
activity, seeks to make his decisions by maximizing the outcome of his choice 
given certain preferences and a limited amount of resources.

International organizations and nongovernmental organizations (NGOs) now 
realize the importance of implementing systems that not only ensure more effec-
tive management of development but also measure the impact of their develop-
ment efforts in the broader macroeconomic context as well as on the immediate 
recipients.5 Such is the goal of the Human Development Report, which ranks the 
well-being of countries not only based on their Gross Domestic Product (GDP), 
but it also includes health, education, and civic participation among others. This 
is also the case with the Millennium Development Goals (MDGs) that seek to 
encourage the improvement of developing countries in several aspects in addi-
tion to mere economic ones and thus also sets goals on health, environmental 
conditions, and education, among others.

As a consequence of this broader understanding of economic development, 
concerns have been raised with regard to traditional measures of development.6 
One of the reasons for such concerns has been the metrics typically used to mea-
sure and analyze the progress made in advancing the development agenda. For 
example, an organization that implements a job-training program will typically 
measure the participants’ improvement in specific skills or in income. This is 
good and even important, but I would suggest that it is not good enough. I would 
like to propose that in addition, the organization should also measure the result-
ing impact on the participants’ families and communities. This is so because, as 
previously explained, the social dimensions of a person play an important role 
in his decisions, conditions, and improvements. Consequently, the success of 
a program can only be measured fully when it includes all aspects involved in 
a decision-making process and in the results of such a decision. It should also 
include a more complete definition of quality of life—one that acknowledges 
and respects the dignity of each economic agent. Furthermore, in measuring the 
impact of development interventions, it is not only its impact on actual income 
but also the impact on its use as well as on the building of human, moral, and 
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social capital needed to achieve sustainable development that matters in terms 
of fundamental human development. An integral approach to development can 
contribute toward the improvement of these measurements.

Recent Developments in Development Economic 
Research and Policy
Significant portions of the population in developing countries live in poverty 
or close to it. The economic choices of the population, and more specifically of 
the poor, are constrained by their market environment and by the lack of shared 
infrastructure. As a consequence, they often lack income and assets to attain basic 
needs: food, shelter, clothing, and acceptable levels of education and health. They 
also lack access to human assets, natural assets, infrastructure or physical assets, 
as well as access to financial structures such as savings or credit.7 In addition, they 
often lack aging security, as they have no access to sound social-security systems. 
In fact, in most developing countries, the social-security system is provided by 
the extended family. The extended family is becoming smaller, however, and 
this shrinking process is taking place at a faster pace than the aging of popula-
tions experienced by developed countries. In developing countries, the speed 
of aging in the population has significantly declined in the past three decades.8 
These conditions make the poor in developing countries highly vulnerable to 
adverse shocks, as they are less able to cope with them. 

Sachs advocated large increases in aid to finance a package he considered 
would end the precarious condition of the population in developing countries.9 
His recommendations were remarkably similar to those put forward in the 1950s 
and 1960s by those researching and designing economic development policies.10 
Today, as then, this reliance on large aid overlooks the unsolvable information and 
incentive problems faced by large-scale planning exercises. A more promising 
approach—as proposed, among others, by Easterly and by Banerjee—seems to be 
the design of incentives for aid recipients that can then be implemented through 
piecemeal interventions.11 These, in turn, deliver effective and large benefits for the 
poor relative to costs. After years of relying strictly on theory and some general, 
empirical, aggregated evidence for policy, today many development economists 
have abandoned these approaches. They have realized that economic develop-
ment is a complicated interplay of imperfect markets, politics, social norms, 
institutions, as well as government policies, social services, and microeconomic 
interventions. Development economists realize that new research approaches 
need to be devised if sustainable development is to be achieved. Nevertheless, as 
Easterly writes, “the idea of an aid-financed takeoff into growth has maintained 
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its appeal in the development policy community,” most noticeably in United 
Nations and European Union development-related efforts.12

In spite of many advances in the technical aspects of economic research and 
financial aid, the problem of poverty and underdevelopment remains very much 
present around the world. Some economists blame this failure on theories of 
economic development suggested by advisors and implemented by policy mak-
ers without taking into consideration the particularities of different countries at 
specifics points in time.13 Another possible explanation, as it has been earlier 
suggested and that has not been as extensively explored, is that the understand-
ing of the economic decision-making process in mainstream economic theory is 
incomplete because it fails to capture the social nature of the economic agent.14 
Perhaps the problem is really a combination of these two things.

Today, consensus seems to have been reached on the merit of drawing from 
all branches of economics as well as from other sciences such as sociology, 
psychology, political science, and medicine, among others, when studying the 
processes of development. Several alternatives have been put forward in the 
past decade to fill the gaps encountered in the field, especially in the area of 
understanding microeconomic mechanisms and in the role that institutions play 
in the economic process. Alternatives have also been sought for more accurate 
and comprehensive measurement techniques to measure the efficacy and impact 
of development interventions.

Hasumann et al., in an attempt to overcome the problems caused by the use of 
preconceived models for specific approaches to development, as with the ones 
experienced by Latin America in the 1980s and 1990s, developed a new framework 
for diagnosis.15 This framework aims at helping policymakers identify binding 
constraints and prioritize policy reforms in multilateral agencies and bilateral 
donors in order to assist decision-makers in choosing the right economic model 
and remedy in specific circumstances. This approach is experimental in nature, 
emphasizing experimentation as a strategy for discovering “what works along 
with monitoring and evaluation to learn which experiments work and which fail. 
It tends to look for selective, relatively narrowly targeted reforms.… [It looks] for 
policy innovations that provide a shortcut around local second-best or political 
complications.”16 Such has been the approach taken by the Chinese government.17

Similarly, Deaton suggests that in the efforts to advance the field of economic 
development, specific mechanisms need to be studied. He notes that it is not 
enough to know whether a given approach works. Why it works is more relevant. 
He thus proposes an approach to research that investigates, tests, and modifies 
mechanisms that can be potentially widely applied, allowing in this manner the 
“integration of disparate findings … [comprising] progressive empirical research 
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strategy.”18 The inspiration for this positivist approach is the hypothetico-deductive 
method of Cartwright.19 It is an approach where “mechanisms are proposed; key 
predictions derived and tested [through randomized mechanisms]; and if falsi-
fied, the mechanisms are rejected or modified. If predictions of the mechanisms 
are confirmed, if they are sufficiently specific, and if they are hard to explain 
in other ways,” the mechanisms are accepted until it is undermined by new 
evidence.20 In this framework, there is no possibility of confirmation; falsifica-
tion is the only way to learn. “Sometimes the falsification can be repaired by 
changing supplementary assumptions and sometimes they involved long steps 
backwards where the model is abandoned; and often there is disagreement about 
which is the correct response. But the end result is an accumulation of useful 
knowledge and understanding.”21 To be useful, this approach requires cross-
fertilization between theory and empirical work as well as taking into account 
historical evidence, institutions, and measurements. Under this approach, studies 
in important aspects of economic growth such as the behavior of savings and its 
relation to growth have been undertaken. The dynamics of commodity prices and 
food distribution have been undertaken and new insights have also been found 
to help explain aspects of the behavior of these variables in developing countries 
at the microeconomic level.22 However, this approach assumes a self-interested 
utility maximizing economic agent, and thus, the cross-fertilization intended 
falls short and/or is misused.

Banerjee and Duflo complement this mechanistic approach with a proposal 
for field experimentation as the basis for the understanding of economic issues 
relevant to poor people and countries. This manner of conducting research “by 
enabling the researcher to precisely control the variation in the data, allows the 
estimation of parameters and testing of hypothesis that would be very difficult to 
implement with observational data.”23 By fostering interaction between empirical 
findings in the literature and theoretical models and predictions, a deeper under-
standing of economic realities as occurring in the developing world is reached. 
Work in this area has provided significant advances in the understanding of 
imperfections and inefficiencies in developing and underdeveloped countries’ 
credit markets.24 It has also been helpful in the area of education.25

The diagnostic approach and the randomized approach to understanding 
mechanisms are very similar. In both cases, the process has three components: 
(1) the identification of variables that hamper economic development, (2) the 
generation of solutions to solve these problems, and (3) finding ways to test the 
effects of the proposed solution.26 Both approaches have their limitations, but 
they can complement each other. The diagnostic approach can provide impor-
tant information to microeconomic, randomized efforts regarding what to test 
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and on what to focus. It can also provide insights as to the implementation and 
development of follow-up tools to monitor the impact of policy. Furthermore, 
both can be fruitful by feeding into and being fed by the findings of field ex-
perimentation work.

The aspirations of a person are typically generated and influenced by the 
experiences of others in the individual’s social milieu. A research agenda in 
economic development should not ignore these components of human behavior 
because they affect a plethora of relevant economic outcomes. Among these are 
the decision to migrate, the rate of savings, the patterns of consumption, the fertil-
ity rate, the approach to marriage and children, technology adoption, the respect 
for the rule of law, the work ethic, the choice of ethnic and religious identity, and 
so on. Thus, the understanding of how this interpersonal aspect influences the 
economic agent’s decision process and of how it leads a person to cooperate or 
not with others is very relevant to the understanding of institutions and economic 
activity as well as to their interplay in the economic development process.27 In 
most cases, the previously mentioned approaches have failed to address some 
relevant aspects of human behavior, more specifically the interpersonal reality 
of human decisions.28

Contribution of an Integral Approach to the 
Recent Developments in Development 
Economic Research and Policy
How could this interpersonal dimension of economic activity be identified and 
incorporated into economic theory and impact measures? One way to do so is 
through the inclusion of this interpersonal dimension of any economic activity 
in the economic decision process of the economic agent. Another way to do so 
is to acknowledge its relevance when measuring impact. Both of these require 
the modification of the most basic assumption present in mainstream economic 
theory and analysis, that is, the conceptualization of the economic agent as a 
self-interested utility-maximizer.

In order to capture a fuller understanding of human behavior, the conceptu-
alization of the economic agent can be enriched by substituting the assumption 
that he is a self-interested utility-maximizer with the reality of his social nature. 
Along these lines, Aguirre provides a possible alternative.29 Specifically, Aguirre 
proposes an expansion of Becker’s original model to capture altruistic behavior. 
In the former, altruism is incorporated in the budget constraint and not in the 
utility function. In addition, an economy of scale feature is also incorporated in 
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the budget constraint, which captures the efficiency gains/losses derived from the 
economic agent acting together with/against others. Efficiency in the allocation 
of goods, under this framework, calls for the consideration of others’ needs in 
the maximization decision process of the economic agent.

Using the family as an experiment of the most basic institutional level we 
have in society, the proposed, modified model of economic maximization is 
able to replicate the empirical evidence available regarding the economic ben-
efits of marriage and the negative effects of divorce.30 The modification is also 
able to provide a theoretical framework to explain why empirical evidence is 
found across countries, indicating that family structure is a significant factor in 
determining wealth, savings, human and social capital across countries, some 
observed patterns in the allocation of remittances, and the poverty alleviation 
effect of marriage in very low-income households.31

An integral understanding of the economic agent also has consequences for the 
way we understand and measure the impact of any intervention for development. 
As the person is social by nature and as this sociability is required for sustainable 
development, it is important that any intervention that seeks development may 
also seek to build human, moral, and social capital. Therefore, any measure of 
impact should also include these aspects. With this in mind, the integral approach 
to measuring impact brings together three bodies of research: neuroeconomics, 
market research, and econometrics so as to be able to measure the interpersonal 
dimension of any intervention for development. In doing so, it analyzes not only 
the immediate impact of an intervention; for example, whether a student can read 
or not. In addition, it analyzes how this educational effort helps those reached 
by the program live according to their dignity, how it helps their families, and 
how it helps their communities by fostering social and civic responsibilities in 
their beneficiaries.

The integral approach proposed requires an innovative way of utilizing 
market research techniques. It resorts to them in a way that meets the standards 
required for rigorous econometric analysis while exploiting its capacity to capture 
interpersonal interactions. The use of these techniques can be very effective in 
capturing the interpersonal dimension of the economic agent. This is of relevance 
when considering that perceptions, opinions, attitudes, and decisions are formed 
and changed through social interaction. It also resorts to neuroeconomics to run 
experiments with a framework that does not require assuming a self-interested, 
utility-maximizing economic agent. The measures are developed and the ex-
periments conducted with an integral approach that normally seeks to capture 
proactive behavior instead of the monetary incentive-response model typically 
used in experimental economics. These techniques help recreate a more natural 
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setting than a one-to-one interview, thus allowing access to measurements of 
interpersonal dynamics that often are unknown to researchers using mechanis-
tic or experimental techniques. As is the case for experimental economics, the 
integral approach to measuring impact can be applied to any intervention for 
development where there is a possibility of obtaining a control group as well as 
to natural experiments. Thus far this approach has proved to be enriching and 
promising in the quest to improve the way we understand and therefore carry out 
economic development. It is also a good fit for a bottom-up piecemeal approach 
to economic development interventions.

Conclusion
Economic development research and implementation has experienced, especially 
in the past two decades, a significant transformation. New research avenues have 
been opened and these, in turn, have been shaped by development theory. In 
fact, the diagnostic approach combined with field experimentation and efforts 
to understand the mechanisms of economic development have set a very fruitful 
agenda for both the understanding of the development reality and for ground 
efforts directed to achieving sustainable development.

It has also inspired thinking outside the box when engaging in foreign financial 
aid. Specifically, it has made clear that rather than a top-down approach to reducing 
poverty, a bottom-up piecemeal approach is more effective. Furthermore, through 
the exercise of field experimentation specific initiatives have been identified as 
being effective in achieving economic development.32

One aspect regarding human behavior has been missing in these efforts. In 
this article, it is suggested that the inclusion of this piece in a systematic man-
ner, both at the theoretical and the empirical levels, can significantly enrich 
the understanding and achievement of sustainable development by bringing an 
integral dimension. Specifically, the paper proposes the incorporation of two 
facts of experience in the life of the economic agent: (1) a person is body, and 
(2) exists, lives, and acts together with others. The way in which the economic 
agent lives his embodiment and in which he interacts with others makes a differ-
ence in the economic process. It either builds human, moral, and social capital or 
it diminishes it. Similarly, the way he interacts with others in the economy and 
the way he utilizes the available resources, either contributes to efficiency and 
productivity or it does not. Therefore, it is very important to understand these 
processes and to include them in economic analysis.

Understanding the impact of this interpersonal dimension on the economic 
agents’ decisions and in society, can provide important insights on some of 
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the puzzles we find today in economic development. It can also help us in the 
understanding of the connections that exist between the most basic manifesta-
tion of this interpersonal reality, the family, and the production or destruction 
of human, social, and moral capital. Likewise, it can assist in achieving a fuller 
understanding of the role of institutions in the economic process, as well as a 
better comprehension of the connection between the social dimension of the 
human person and efficiency and productivity in economic activity.

With regard to economic development and foreign aid, the inclusion of an 
integral approach could improve the efficiency and efficacy in the use of aid. 
Furthermore, it can help economic development professionals who carry out field 
work. Institutions are essential components of the economic growth process. 
Despite the importance of these institutions, development professionals work-
ing “on the ground” often fail to understand the critical role that institutional 
effectiveness plays in economic development. Finally, an integral approach to 
development can help identify the skills required to design, implement, and 
evaluate, more accurately, programs that can effectively contribute to integral 
economic development.
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