Development defined (chap. 1)
Development: 
· Three core values of development:
- Sustenance: basic goods and services, such as food, clothing, and shelter
- Self-esteem: feeling of worthiness that a society enjoys when its social, political, and economic systems and institutions promote human values such as respect, dignity, integrity, and self-determination.
-freedom: be able to choose.
· Three objectives of development:
- To increase the availability and widen the distribution of basic life-sustaining goods
- To raise the levels of living
- To expand the range of economic and social choices 
· Millennium Development Goals and targets for 2015
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Traditional economics: an approach that emphasises utility, profit maximization, market, efficiency, and determination of equilibrium.

Political economy:  attempt to merge economic analysis with practical politics- to view economic activity in its political context.


Comparing development (chap.2)
Human Development Index:
-Living standard – real per capita GDP
-Longevity - life expectancy at birth
-Knowledge – adult literacy (2/3) & average years of schooling (1/3)

How low-level countries today differ from Developed Countries in their earlier stages:
-physical and human resource endowments 
- Per capita incomes and levels of GDP in relation to the rest of the world
- Climate
- Population size, distribution, and growth
-historical role of migration
- International trade benefits
-basic scientific and technological research and development capabilities
- Efficacy of domestic institutions


Classic theories of economic growth and development (chap.3)
Rostow’s stages of growth:
A country passes through sequential stages of growth in achieving development.
- Traditional society 
- Pre-conditions for take-off: mobilization of domestic & foreign savings => investment => economic growth
- Take-off
- Drive to maturity
- High mass consumption

Harrold-Domar growth model:
- To grow, economies must save and invest
- The more they save, the more they can invest and the faster they can grow
- Fundamental strategy: increase savings (as a proportion of national income)

Structural changes model: capital accumulation is not enough, it is also important to better understand the mechanisms behind economic transformation.

Lewis two-sector model: surplus labour from the traditional agricultural sector is transferred to the modern industrial sector, the growth of which absorbs the surplus labour, promotes industrialisation, and stimulates sustained development.
 Limitations:
· Assumption: labour demand rises proportionally with capital accumulation
=> no labour saving investments
· Assumption: surplus labour in traditional sector & full employment in modern sector
=> research suggests this is not the case
· Assumption: constant urban wages
=> urban wages tend to rise
· Assumption: diminishing returns modern sector
=> evidence of increasing returns 

False paradigm model: Western economists give development strategies that are not adapted to the country.


Poverty and inequality (chap.5)
Association between growth & poverty reduction:
· When it is inclusive, growth reduces poverty
· Lower extreme poverty may lead to more growth 
· Poverty creates conditions in which poor have no access to credit leading to underinvestment
· Not enough saving by the rich in poor countries leading to underinvestment
· Low levels of living (health, nutrition, education) lowers productivity leading to less economic growth
· Raising living standard of poor increases demand
Large poverty reductions can raise material and psychological incentives to public participation

Policy Options on Income Inequality and Poverty: Some Basic Considerations:
· Policies to correct factor price distortions
· Policies to change the distribution of assets, power, and access to education and associated employment opportunities
· Policies of progressive taxation and directed transfer payments 
Policies designed to build capabilities and human and social capital of the poor


Population Growth (chap.6)
Youth dependency ratio:  proportion of young people under the age of 15 to the working population aged 16 to 64.

Demographic transition: 
- Stagnant growth stage characterized by high birth rates and high death rates.
- Rapid-growth stage with high birth rates and low death rates
- Low-growth stage with low death and birth rates.


Human Capital (chap.8)
Health and education:
· Improvements affect the same person
· Higher health capital rises the return on investment in education
· Higher education capital rises the return on investment in health
· Investment in education raises (labour) productivity which in turn raises the return on a lifesaving investment in health 

Income: Causality runs in both directions:
· higher income => better health/education
· better health/education => higher income
· But increasing income will not automatically lead to improvements in health and education
Some reasons:
· low income elasticity of calorie demand: 1% rise in income of low income people raises demand for calories with 0-0.5%
· calories are not the same as nutrition (i.e. change to convenience food)
· spill over effects health & education: poor health reduces effects of better nutrition, better health improves school performance
· spill over effects of one person’s education to others (= positive externality) 

The Human Capital Approach: Human capital enhances individuals’ capacities to produce; it is therefore a factor of production.
· Focus on human capital as a means (of production)
· (but it also leads to higher utility / satisfaction through its positive influence on income)
· Accumulating human capital is an investment
This approach informs public and private investment decisions in health and education
· A household / person decides how long to stay in school:
· (Direct) cost: books, tuition fees, transport etc.
· Opportunity cost of time: less or no income earned while in school (Estimate for Tanzania: 2.5-3 times more than average direct costs primary education)
· Benefit: more schooling results in better jobs
A person stays in school as long as the benefits are higher than the costs 
· Why does not every household invest in education?
Economic reasons:
· Credit constraints: not able to borrow
· All extra income is needed for the survival of the family

The gender gap:
· Young females receive less education than young males in nearly every low and lower-middle income developing country 
· Closing the educational gender gap is important: 
· Social rate of return on women’s education is higher 
· Education increases productivity, lowers fertility
· Educated mothers have a multiplier impact on future generations
· Education can break the vicious cycle of poverty and inadequate schooling for women
· Good news: Millennium Development Goals on parity being approached, progress in every region 
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Goals Targets

. Eradicate extreme poverty and hunger ¢ Reduce by half the proportion of people living on less
than $1 a day
¢ Reduce by half the proportion of people who suffer
Tom hunger
. Achieve universal primary education ¢ Ensure that all boys and girls complete a full course
of primary schooling
. Promote gender equality and empower ¢ Eliminate gender disparity in primary and secondary
wormen education, preferably by 2005, and at all levels by
2018
. Reduce child mortality o Reduce by two-thirds the mortality rate among
children under §
. Improve maternal health ¢ Reduce by three-quarters the maternal mortality
ratio
. Combat HIV/AIDS, malaria, and other ¢ Halt and begin to reverse the spread of HIV/AIDS
diseases ¢ Halt and begin to reverse the incidence of malaria
and other major diseases
. Ensure environmental sustainability o Integrate the principles of sustainable development
into country policies and programs; reverse loss of
environmental resources

-
@

[uce by half the rogom‘on of people without sus-
tainable access to safe drinking water

o Achieve significant improvement in lives of at least
00 million stum dwellers by 2020

ms 8. Develop a global partnership for ¢ Develop further an open, rule-based, predictable, nondis-
development criminatory trading and financial system; includes a
commitment to good governance, development, and
overty reduction—both nationally and internationally
Address the special needs of the least developed coun-
tries; includes tariff and quota free access for least de-
veloped countries’ exports; enhanced program of
debt relief for heavily indebted poor countries
(HIPCs) and cancellation of official bilateral debt; and
more generous official development assistance (ODA)
or countries committed to poverty reduction
o Address the special needs of landlocked countries and
small island developing states
¢ Deal comprehensively with the debt problems of de-
veloping countries through national and interna-
tional measures in order to make debt sustainable in
the long term
¢ In cooperation with developing countries, develop
and implement strategies for decent and productive
work for youth
¢ In cooperation with pharmaceutical companies, pro-
vide access to affordable essential drugs in developing
countries
¢ In cooperation with the private sector, make available
the benefits of new technologies, especially informa-
tion and communications

Source: United Nations Development Program, “Millennium Development Goals,” http: / /www.undp.org/mdg/goallist shtml,
Aug. 16, 2007.




