Lecture 1

It is easy to forget that many have a limited understanding of how greatly life in the developing world differs from life in the developed world. The first main point of Chapter 1 is to drive this idea home, while also introducing the idea that actions taken in the developed world can have a profound impact, for better or worse, on the developing world. 

The second point is to provide an overview of the nature of development economics as a field. A defense of development economics as a distinct field, rather than an agglomeration of other economics sub-fields, is offered. A major theme of the book, that development economics must encompass the study of institutional and social, as well as economic, mechanisms for modernizing an economy while eliminating absolute poverty, is introduced. 

The plan of the book is introduced through a series of basic questions of development economics. You should be able to intelligently address these questions by the end of the course. 

Alternative meanings of development are offered, starting with the ability to achieve sustained increases in GNP, and expanding to include other indicators of the quality of life, including absolute poverty, inequality, freedom, and self-esteem. The role of normative values in development economics—a subject dealing with human misery and human potential, with equity as well as efficiency, with cultural change that causes losses as well as gains, and with transfer as well as creation of wealth—is stressed. 

The conclusion is that development is both a physical reality and a state of mind. The meaning and objectives of development include the provision of basic needs, reducing inequality, raising living standards through appropriate economic growth, improving self-esteem in relation to the developed countries, and expanding freedom of choice in the market and beyond. 

The growing interdependence between the developed and developing countries is also stressed, with the oil shocks and the debt crisis representing important examples. 

