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Chayanee	
  Chawanote	
  

Measurement	
  of	
  economic	
  development	
  

Country	
   Per	
  capita	
  income	
  
(1993	
  PPP)	
  

Income	
  share	
  of	
  	
  
poorest	
  40%	
  

	
  

Income	
  share	
  of	
  
richest	
  20%	
  

Sri	
  Lanka	
   2,990	
   22	
   39	
  

Guatemala	
   3,350	
   8	
   63	
  

Country	
   Life	
  expectancy	
  
(years)	
  

Infant	
  mortality	
  
rate	
  

(per	
  1000)	
  

Access	
  to	
  safe	
  
water	
  

(%	
  of	
  pop.)	
  

Adult	
  literacy	
  
rate	
  
(%)	
  

Sri	
  Lanka	
   72	
   18	
   60	
   89	
  

Guatemala	
   65	
   48	
   62	
   54	
  

How	
  do	
  we	
  evaluate	
  the	
  degree	
  of	
  “development”?	
  
	
  -­‐	
  levels	
  and	
  rates	
  of	
  growth	
  of	
  per	
  capital	
  income?	
  
	
  -­‐	
  distribu[on	
  of	
  income?	
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Measurement	
  of	
  economic	
  development	
  

•  Human	
  development	
  
– Middle-­‐income	
  countries	
  have	
  significantly	
  higher	
  inequality.	
  
GNP	
  per	
  capita	
  as	
  an	
  overall	
  development	
  indicator	
  might	
  be	
  
dangerous.	
  

	
  

•  Human	
  Development	
  Index	
  (HDI)	
  
–  Life	
  expectancy	
  at	
  birth	
  (reflec[ng	
  infant	
  and	
  child	
  mortality)	
  
–  Educa[onal	
  a`ainment:	
  a	
  weighted	
  average	
  of	
  adult	
  literacy	
  
(2/3)	
  and	
  enrollment	
  rates	
  in	
  primary,	
  secondary	
  and	
  ter[ary	
  
educa[on	
  (1/3)	
  

–  Adjusted	
  per	
  capita	
  income	
  (less	
  weight	
  is	
  given	
  to	
  higher	
  
incomes	
  aber	
  $5000	
  PPP)	
  

Measurement	
  of	
  economic	
  development	
  

•  How	
  much	
  ‘explanatory	
  power’	
  per	
  capita	
  GDP	
  has	
  over	
  
development	
  indicators?	
  
–  life	
  expectancy	
  at	
  birth	
  
–  infant	
  mortality	
  rate	
  
–  adult	
  literacy	
  rate	
  
–  From	
  the	
  sca`er	
  plots,	
  as	
  we	
  move	
  into	
  the	
  range	
  of	
  countries	
  with	
  very	
  

high	
  per	
  capita	
  income,	
  these	
  indicators	
  are	
  at	
  high	
  levels	
  as	
  well	
  (lower	
  
for	
  infant	
  mortality	
  rate).	
  

•  The	
  rela[onship	
  between	
  per	
  capita	
  income	
  and	
  the	
  other	
  
indicators	
  is	
  strong,	
  but	
  far	
  from	
  perfect	
  as	
  we	
  see	
  no	
  smooth	
  
curves	
  b/w	
  variables.	
  Why?	
  
–  the	
  distribu[on	
  of	
  per	
  capita	
  income	
  
–  social	
  and	
  cultural	
  aitudes,	
  government	
  policy	
  
–  the	
  opera[on	
  of	
  various	
  markets	
  and	
  ins[tu[ons	
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Life	
  expectancy	
  and	
  per	
  capita	
  income	
  

Adult	
  literacy	
  rates	
  and	
  per	
  capita	
  income	
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Infant	
  mortality	
  rates	
  and	
  per	
  capita	
  income	
  

Structural	
  characteris[cs	
  of	
  developing	
  countries	
  

•  Demographic	
  characteris[cs	
  
–  As	
  development	
  proceeds,	
  death	
  rates	
  plummet	
  downward.	
  
Birth	
  rates	
  oben	
  remain	
  high	
  before	
  go	
  downward.	
  At	
  the	
  
beginning	
  of	
  development	
  process,	
  this	
  leads	
  to	
  high	
  
popula[on	
  growth	
  

– Why	
  not	
  good	
  for	
  high	
  popula[on	
  growth	
  (high	
  birth	
  rates)?	
  
•  help	
  income	
  to	
  grow?	
  

–  popula[on	
  growth	
  rates	
  tend	
  to	
  decline	
  with	
  increased	
  per	
  
capita	
  income	
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Structural	
  characteris[cs	
  of	
  developing	
  countries	
  

•  Occupa[onal	
  and	
  produc[on	
  structure	
  
–  agricultural	
  ac[vity	
  is	
  s[ll	
  the	
  main	
  frac[on	
  (more	
  people	
  in	
  
agricultural	
  sector)	
  

–  low	
  produc[vity,	
  low	
  value	
  frac[on	
  in	
  GDP	
  
	
  

•  Rapid	
  rural-­‐urban	
  migra[on	
  
–  rates	
  of	
  rural-­‐urban	
  migra[on	
  are	
  very	
  high	
  
–  large	
  frac[on	
  of	
  nonrural	
  labor	
  force	
  is	
  engaged	
  in	
  a	
  nebulous	
  
ac[vity	
  called	
  ‘services’	
  
•  These	
  services	
  ac[vi[es	
  are	
  informal,	
  wai[ng	
  posi[ons	
  or	
  
fall	
  back	
  op[ons	
  for	
  laborers	
  lacking	
  an	
  industrial	
  job.	
  

Frac[ons	
  of	
  the	
  labor	
  force	
  in	
  agriculture	
  and	
  per	
  capita	
  income	
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Nonagricultural	
  labor	
  in	
  services	
  and	
  per	
  capita	
  income	
  


