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General overview of lecture: This course is proposed to provide a foundation into the study of 

development of economics for the students. It covers the concepts of economic development, its 

measurement and difference between economic development and economic growth. Different 

theories of development will also be carefully discussed.  

 

Method of Assessment: There will be two homework assignments and a term paper throughout 

the course in addition to a Mid-Term Test and a Final Exam. The term paper will be given at the 

beginning of the class and submission will be on the due date. Home works will be in the form of 

individual assignments, and group assignments and are meant to be a studying material for the 

Mid-Term Test and the Final Exam. No late homework will be accepted. Students are expected to 

turn in what you have at the time its due which is at the start of class. Attendance is compulsory. 

70% attendance is the condition upon which a student will be allowed to write the Final Exam. 

 

Grading: 10% of this class grade will be assigned to the term paper work, 10% for the homework, 

10% for the mid-term test and 70% for the final exam.  

 

Academic Honesty: All classwork and individual homework should be done independently, 

unless explicitly stated otherwise on the assignment handout. The general solution strategies may 

be discussed, but solution must be written independently. If you discuss any problem with anyone 

else, they must be acknowledged by writing their name at the top of your assignment, labeling 

them “collaborators”. 

 

 

 

 

 

 

 

 



 

LECTURE TWO 

 

CONCEPT AND MEASUREMENT OF ECONOMIC GROWTH AND DEVELOPMENT. 

 

Intended Learning outcome 

At the end of this lecture, the students are expected to: 

i) Define economic growth and development. 

ii) Differentiate between economic growth and development 

iii) Have a good knowledge of the different measures of growth and development 

 

Details 

i) Concept of growth and the measures of economic growth 

ii) Concept of economic development 

iii) The core values of development 

iv) Objectives of development 

v) Measure of economic development 

 

Introduction 

The terms growth and development are sometime used interchangeably especially before the 

1960s. However, a clear difference exists and this is important to stand as a guild to countries 

towards effective formulation of policies. The definition of the concepts is important.    

Concept of economic growth 

Economic growth is the increase in the real value of goods and services produced in a country for 

a period of time, one year or quarterly. It is also defined as the increase in the capacity of a country 

to produce goods and services in comparison between two periods of time or how much more the 

economy produces than it did in the prior period removing the effect of inflation (adjusted). 

 

 



Measures of economic growth 

Economic growth can be measure traditionally using the gross national/domestic product 

(GNP/GDP) or gross national income since GDP takes into account all the economic output of a 

country. A better measure is the growth of gross domestic product (GDP) which is the percentage 

increase in real GDP. The economic growth rate is the geometric rate of growth of GDP between 

the first and last year over a period. 
 

Concept of Economic Development          

Economic development is a multivariate concept without a single satisfactory definition. 

Traditionally, economic development has been defined as a sustained growth in nominal or real 

income per capita of a nation so that output is increased more than the growth in population. It has 

also been viewed as the re-structuring and transformation of an economy where the share of 

agriculture is reduced while manufacturing, services, and industries begin to grown. Thus policies 

on development had been focused on enhancing industrialization which hindered the growth and 

well-being of the rural sector. It was believed that when growth of income is pursued without any 

concern of unemployment, poverty and the distribution of income, in later years, growth will be 

trickled down (Kuznets) and other problems that will arise should be taken care of.  

 Modern Definition: the traditional definition was question when some countries where 

experiencing increase in output while the welfare of the people was getting worse and not changing 

particularly between the 1950s and 1960s.  

This led to a redefinition of economic development to mean the reduction in poverty, 

unemployment and inequality in the face of growth of per capita income. Economic Development 

was thus defined as a multidimensional process that requires a change in social structures, attitudes 

of the masses and the national institution to the favour of the masses as well as enhancing growth 

in income. It involves qualitative and quantitative improvements in a country’s economy as well 

as its political and social transformations. Development is concerned with “what has been 

happening to poverty? What has been happening to unemployment? What has been happening to 

inequality? If all three of these have declined from high levels to low levels the country is said to 

be developed.  

 

The core values of development. 

  Development has three core values and they are: sustenance, self-esteem and freedom. 



 Sustenance: This is the ability to meet up with the provisions of basic needs of food, shelter, 

clothing and security for the improvement in the quality of life.  

Self-esteem: This is the feeling of being a person, worthiness, self-respect, independence and not 

being used by others. This may differ among countries, societies and culture. The importance of 

the natural feeling of worthiness, self esteem is measured by economic wealth and technological 

power.  

 Freedom:  this is the freedom of choice and the elimination of all forms of dogmatic beliefs, 

oppressive institutions and the removal as much as possible all external constraints in the pursuit 

of developmental goals, gaining control over issues. It is freedom from three evils of want, 

ignorance and squalor. 

 

Difference between growth and development 

Economic growth is a quantitative sustained increase in the country’s per capita income while, 

economic development is a qualitative increase in the economic, social political and general 

welfare of the people.  However, for development to take place economic growth is a necessary 

condition.  

 

Objectives of economic development   

 To increase the availability and widen the distribution of basic life satisfactory goods 

(foods, shelter, clothing and protection).  

 To raise levels of living (higher incomes, provision of job, education and greater attention 

to cultural and human value) to increase national wellbeing and self-esteem. 

 To expand the range of economic and social choices available to individuals and nations. 

 To free them from servitude and dependence. 

 Preservation of natural resources and the environment 

 Solidarity with future generations 

 

 Measures of economic development 

Economic development has many dimensions and there is no single measure of development that 

completely captures the process because it is a multivariate concept. Some of the indicators used 

in the measurement of the level of development are: 



 Income per capita- Income per capita is the income of the country measured by either 

GNI (Gross National Income) or GDP (Gross Domestic Income) divided by the population. 

However the use of these measurement lacks accurate comprises because of the use of official 

foreign exchange rates in of conversion of the national currency to U.S Dollars. To correct these, 

we employ the Purchasing Power Parity (PPP).  

PPP is the number of unit of a foreign country’s currency needed to buy same quantity of goods 

and services in the local developing country market as $1 would buy in U.S adjusted with 

relative prices across countries. It gives a better measure of standard of living and level of 

development than the ordinary income per capita.  Thus the higher the per capita income at PPP 

of a country the more developed the country is in compensation with the other country.  

Merits of per capita income  

 It is a primary indicator which measures economic performance of a country.  

 It is used in measuring standard of living and monitoring growth trend by national and 

international agencies.  

 It is the best single index which is easily and readily available in classifying countries into 

developed and developing. 

 It is used by economic planners and forecasters.  

 It is easily understandable and has been used for measuring human development and well-

being of a nation and is regarded as a substitute for all economic activity.  

 

Limitations  

 The data available for GDP estimates is not very accurate hence inaccurate GDP per capita 

which are usually misleading. 

 Countries having high per capita income do not always have a well educated population or a 

satisfactory level of educational development. For example, while the GDP per capita in 

Kenya is $2,901 and Nigeria is $5,639, adult literacy rate is 78.0 in Kenya and 59.6 in Nigeria 

in 2015.  

 Structural and distributional patterns of income are ignored and not reflected by the average 

income. For example net output per capita may be growing by twenty percent but only five 

percent to ten percent of population may experience higher levels of living.  



 When we divide national income by population, the problem of population in that case is 

ignored. It confines the scope of the study. 

 In the underdeveloped countries, with the increase in per capita income of these countries, 

there is also increase in unemployment, poverty and income inequalities 

 The improvements of social activities like education, public health, greater leisure are not 

captured by changes in per capita real income. 

 Capability approach: This was developed by Amartya Sen in 1998 when he noted that 

development should be measured by the capabilities of the people rather than the use of income 

or utility. It is freedom people have in choice of functioning given one’s personal features and 

command over commodities. It is based on what the person can do, can be or does. Not what 

the person consumes but what the person can do with what is consumed, e.g a book is useless 

to an illiterate. The individual’s valuation of the kind of life that is worthwhile is important.  

 Health: Tools used in measuring health include life expectance, rate of undernourishment 

and mortality rate (less than 5 years, mortality at birth, infant mortality and crude death rate).   

Life expectancy is the average number of years a new born child would live given the 

mortality risk in the country.  

 Education: For Education, tools used include the literacy rate, average years of schooling, 

gross enrolment rate etc.    

 Access to Safe Drinking Water and Sanitation: It is the restricted access to safe drinking 

water that affects the health status of the people directly and significantly and also the overall 

quality of life. 

 Composite indices: Some economists have emphasized on reduction in poverty as an 

important indicator of development while it has now become a common practice to measure 

development in terms of composite indices such as HDI (Human Development Index), GDI 

(Gender Development Index), HPI (Human Poverty Index) etc. 

 Physical Quality of Life Index (PQLI): developed by Morris D. Morris in 1979. This 

is calculated by taking account of literacy, life expectancy and infant mortality. Thus, it shows 

improvement in the quality of life with increase in life expectancy (LE), fall in infant mortality 

rate (IMR), and rise in basic literacy rate (BLR). This index was considered inadequate as it 

did not cover important aspects of development and it did not measure total welfare either. It 

also fails to account for changing structure of the economy. 



 Human development Index (HD): This measures development and macroeconomic 

wellbeing by combining the measure of education, health and the adjusted real income per 

capita (at PPP). It ranks countries on a scale of 0 (lowest HD) to 1 (highest HD). If HDI of a 

country falls within 0-0.4999, the country is a low developing country. If   0.5 -07999, the 

country is medium developed country. If 0.8-0.9, the country is high developed country and if 

0.9-1, the country is very high developed country.   

Index= actual-minimum/maximum-minimum 

Education index= 2/3(adult literacy rate index) + 1/3(gross enrollment index) 

HDI = 1/3 (Income index)+1/3 (life expectancy index)+ 1/3 (Education index).  

The HDI shows that a country can have high income per capita but low HDI index and a country 

with low income can have a reasonable development index.  

It is however been modified given some of the criticisms such as the neglect of quality of education 

and important indicators such as infant mortality rate. It is also relative rather than absolute 

measure of human development. e.g Nigeria is rich with income of $5,639 and HDI of 0.527; 

Kenya has income of $2,901 and higher HDI of 0.5555 ranking 146 while Nigeria ranked 152 in 

2015. 

 Hence the new HDI was introduced called New Human development Index (NHDI) to account for 

these lapses. It dropped the enrollment rate while the mean years of schooling and expected years 

of schooling were included. Also the GDP was used was replaced by GNI.  

NHDI= 3√ Income index x health index x education index 

NHDI= 3√ Income index x life expectancy index x education index   

 Human Poverty Index: Human Poverty Index was first launched in 1990 and it is used 

by the United Nations to signify the standard of living in a specific country. It measures 

the amount of deprivation people experience in different countries. 

 

Resources  

 Course Lecture Notes: http://www.edouniversity.edu.ng/oer/economics/eco 314 pdf   

Textbook: The recommended textbook for this class are as stated: 

Title: The Economics of Development and Planning, 

Authors: Jhingan, M. L 

Publisher: Vrinda Publications Pvt. Ltd 

Year: 2011 



Title: Economic Development 

Author(s): Todaro, M. & Smith, S. C 

Publisher: Addison Wesley Longman, 11th  Edition 

ISBN: 978-1-40828447-6. 

Year: 2011 

Title: United Nation Development Programme (various years): Human Poverty Report. New York: 

United Nations, http://hdr.undp.org/en/reports/ global/hdr2016/. 

Title:  World Bank (various years): World Development Indicators, Washington D.C, World Bank 
 


