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Development Economics

• Course Outline
• Detailed Syllabus
• Class attendance, 
• Reading assignments  

Copyright © 2012 Pearson Addison-Wesley. All rights reserved.     1-2

• Reading assignments, 
• Active class participation and weekly 

presentation (30% of the total grade)
• Term Paper (30% of the total grade)
• Final Exam (40% of the total grade)

Economics, 
Institution and 
Development: A 
Global Perspective 

Chapter 1:
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What do we mean by Development?
Traditionally it meant, 
capacity of national economy, 
whose initial economic 
condition is static for a long 
time, to generate and sustain 
an annual increase of GNI at 
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an annual increase of GNI at 
rates of 5% to 7% or more. 
Alternative measure could be 
the rate of growth of income 
per capita, an ability of a 
nation to expand its output 
further than the growth rate 
of its population.   

What do we mean by Development?

Modern view of 
Development (Thanks to 
Professor Amartya Sen, Noble 
laureate in Economics 1998)

1. Sustenance: The ability to 
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meet basic Needs
2. Self-Esteem: To be a person
(a sense of worth and self-respect).

3.  Freedom from Servitude: To 
be able to choose.

(for example, freedom of expression, 
equality of opportunity and freedom 
to choose.)

Three objectives of Development

• To increase the availability and widen the 
distribution of basic life-sustaining goods 
(e.g. food, shelter, protection and health);

• To raise levels of living (e.g. availability of 
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more jobs, better education, better 
environment, greater attention to human 
values);

• To expand the range to economic and 
social choices.
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Millennium Development Goals

1: Eradicate extreme poverty and hunger
2: Achieve universal primary education
3: Promote gender equality and 

empower women
4: Reduce child mortality
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4: Reduce child mortality
5: Improve maternal health
6: Combat HIV/AIDS, malaria and other 

diseases
7: Ensure environmental sustainability
8: Develop a Global Partnership for 

Development 
Source: http://www.undp.org/mdg

Why Development is Important?

“A world is like the human body: If one part 
aches, the rest will feel it; if many parts 
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aches, the rest will feel it; if many parts 
hurt, the whole will suffer.”

Comparative  
Economic 
Development

Chapter 2
Supplement
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Common characteristics of 
developing countries
• Lower levels of living and productivity
• Lower levels of human capital
• Higher levels of inequality and absolute poverty
• Higher population growth rates
• Greater social fractionalization
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• Larger rural population- rapid migration to cities
• Lower levels of industrialization and manufactured 

exports
• Adverse geography
• Underdeveloped financial and other markets
• Colonial legacies- poor institutions etc.

Defining the Developing World

• World Bank Scheme- ranks countries on 
GNP/capita
– LIC, LMC, UMC, OECD (see Table 2.1 and figure 

2.1)
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Table 2.1 Classification of 
Economies by Region and Income, 
2007
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Table 2.1 Classification of Economies by 
Region and Income, 2007 (continued)

(Latin America and the  
Caribbean) Sub-Saharan Africa
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Table 2.1 Classification of Economies by 
Region and Income, 2007 (continued)
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Figure 2.1 Nations of the World, 
Classified by GNI Per Capita
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Measuring Development for 
Quantitative Comparison across 
Countries

• Gross National Income (GNI)
• Gross Domestic Product (GDP)
• PPP method instead of exchange rates as 

conversion factors (see figure 2.2)
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conversion factors (see figure 2.2)

Figure 2.2 Income Per Capita in 
Selected Countries
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Table 2.2 A Comparison of Per 
Capita GNI, 2005
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Concepts for Review

• Absolute poverty
• Brain drain
• Crude birthrate
• Convergence
• Death rate

• Gross national product 
(GNP)

• Human Development 
Index (HDI)

• Imperfect markets
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• Dependency burden
• Developed world
• Economic Institutions
• Foreign exchange
• Gross domestic product 

(GDP)

• Imperfect markets
• Income gap
• Income inequality
• Incomplete information

Concepts for Review (cont’d)

• Infant mortality 
rate

• International 
poverty line

• Malnutrition
• Middle-income 

countries (MICs)
• Mixed economic 
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• Labor productivity
• Least developed 

countries (LLDCs)
• Levels of living
• Low income 

countries (LICs)

Mixed economic 
systems

• Newly industrialized 
countries (NICs)

• Physical resources

Concepts for Review (cont’d)

• Primary industrial 
sector

• Production function
• Purchasing power 

• Resource 
endowment

• Secondary 
industrial sector
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Purchasing power 
equivalent

• Purchasing power 
parity (PPP)

• Tertiary industrial 
sector

• World Bank


