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Why study Development economics?-
Meaning of Growth and Development -
measurement of development – Alternative
measures of development: GDP, PCI, PQLI,
HDI, HPI, GDI, GEM, Multi Dimensional
Poverty index, etc.









THEORIES AUTHOR AND CRUX OF THE THEORY

Discussed by American economist Walt Whitman Rostow in 1960.
book, The Stages of Economic Growth: A Non-Communist Manifesto

Ragnar Nurkse & d Paul Rosenstein-Rodan - the government of any 
underdeveloped country needs to make large investments in a number of 
industries simultaneously.

Albert O. Hirschman - To create deliberate imbalances in the economy, according 
to a pre-designed strategy, is the best way to accelerate economic development.

Richard R. Nelson - As per capita income rises above a certain minimum level at 
which there is zero saving, a rising proportion of income will be saved and 
invested and this will lead to higher rate of growth in income.

Harvey Leibenstein - The main idea of the theory is that economic growth in the 
underdeveloped and overpopulated countries in not possible unless a certain 
minimum level of investment is injected into the system as a consolidated dose 
that pulls the system out of doldrums. This minimum level of investment is called 
‘critical minimum effort’.

P.N. Rosenstein-Rodan - The basic rationale of the ‘Big Push’ like the ‘Balanced 
Growth’ theory is based upon the idea of ‘external economies’.

https://en.wikipedia.org/wiki/Paul_Rosenstein-Rodan


• Ragnar Nurkse’s theory of balanced growth
(BG)

• A. O. Hirschman’s theory of unbalanced
growth (UG).

• The doctrine of BG is based on the
economic rationale for a ‘big push’.







Nelson’s Theory of Low Level Equilibrium

• “The malady of underdeveloped economies can be diagnosed as a
stable equilibrium level of per capita income at or close to
subsistence requirements.” At this stable equilibrium level of per
capita income, both rate of investment and saving are low.

• If the per capita income is increased above the specific level
through saving and investment, it increases a growth in population.
The increase in population growth as a result pushes down per
capita income to its stable level of equilibrium.

• Thus, the economy is caught in a low level equilibrium trap. To
come from this trap, the rate of increase of growth of income must
be higher than the rate of increase in population.



Concept, meaning and types of planning,
Relevance of planning in the context of
globalization - Economic Planning in India:
Indian planning in a historical perspective:-
Bombay plan, Gandhian Plan, People‘s plan.
Five-year plans in India – an overview - Details
of current five year plan







• The model was based on the work of Jay
Forrester of MIT, as described in his book World
Dynamics. The model was based on five
variables:

• "population, food production, industrialization,
pollution, and consumption of non-renewable
natural resources".

What is the Limits to Growth model?





INVERTED ‘U’ HYPOTHESIS
Inverted ‘U’ shaped curve called Kuznets Curve



DIFFERENCES B/W EG & ED

ECONOMIC GROWTH ECONOMIC DEVELOPMENT

•Quantitative change

•Uni-dimensional (take only 
GDP)

•Consider only production 
aspect

• EG is a necessary condition 
for ED but is not a sufficient 
condition for ED

•Qualitative change

•Multi-dimensional process

•Consider both production 
and distributional aspect

• “There can be growth 
without dvpt, but there 
cannot be dvpt without 
growth”



Lorenz Curve



GINI’S CO-EFFICIENT/ Gini Index/ Ratio

• A statistical measure of the magnitude of income inequality 
existing in a country (Corrado Gini – Italian statistician & 
sociologist)

• It can be calculated from the Lorenz curve

• Value of Gini’s Coefficient lies b/w zero to one

• If G = zero – perfect equality (rich-poor gap)

• If G = one  - perfect inequality (0.4-warning level)

• If inequalities decreased, G should decline 



HUMAN POVERTY INDEX (HPI)

• Introduced by UNDP in its HDR, 1997 as a measure of economic 
development

• COMPONENTS OF HPI
1) Lack of longevity: measured by % of population not expected to 

survive up to the age of 40
2) Lack of knowledge: the % of adults who are illiterate
3) Lack of standard of living: two components
❖ % of people not having access to safe and clean drinking water
❖ % of children who are undernourished (normally for age group 

of 0-5)



GENDER EMPOWERMENT MEASURE (GEM)

• Introduced by UNDP in its HDR, 1995

• It is a measure that tells us about opportunities available to 
women in a society as expressed in terms of the following 
indicators:

a) Political participation & decision making power

b) Economic participation & decision making power

c) Command over resources



Indicators of Multidimensional Poverty Index (MPI)

Dimension Indicators

Health Child Mortality, Nutrition

Education Years of school, Children enrolled

Living Standards
Cooking fuel, Toilet, Water, Electricity,

Floor, Assets

• The index uses the same three dimensions as the HDI - health, education, and 
standard of living. 

• These are measured using ten indicators.



SUSTAINABLE DEVELOPMENT

• The general principle of SD adopted by the World
Commission on Environment and Development (Our
Common Future, 1987)

• That current generation should “meet their needs
without compromising the ability of future generation to
meet their own needs”.

• SD broadly covers impact of climate changes, ecological
imbalances, global warming, environmental degradation,
and other such aspects


