Lecture 7

2. Economic Development – Basic Need Approach or Physical Quality of Life Approach

Background

To measure economic development the traditional approaches are concerned with, increase in GNP, increase in per capita GNP.  But with the passage of time a dissatisfaction developed against these measures.  Rather these measures, it was emphasized to use the measures of "Employment and Distribution". But so many economists are of the view that criteria of 'Increase in Employment' is not a suitable index of economic development. It is so because that the unemployment which is found in UDCs is different from that unemployment which exists in DCs. Therefore, it will be least attracting to measure economic development with increase in employment.

In the same way, to link 'Redistribution of Income' with economic development may not be accepted as it may happen that poverty is existing in a country despite equal distribution of income, or unequal income distribution is co-existing with fall in absolute poverty. In such state of affairs the economic development would require the abolition of absolute poverty and adversity, which could be possible only if people get the 'Basic Needs' of life. Therefore, the economists use the criterion of basic needs to measure economic development. 

According to this approach if people are in a position to avail more amount of food, have better access to educational facilities, and have greater command over the civic amenities like water supply, water sewerage, health care and shelter etc., all such would represent economic development. Therefore, according to this approach whether GNP and per capita GNP increase or not, whether a fairer distribution of income is made or not, the real matter lies with the 'Provision of Basic Needs or facilities to the people'. 

This index identifies the components of the produced goods and the segments of the society which are benefited by such goods and services. Therefore, if people fail to get more goods and services even GNP has gone up, it will not represent economic development.  Therefore, for the sake of economic development we shall have to make such a measures whereby the availability of basic needs to the masses could be made sure.

Accordingly, to measure economic development we will have to select those measures which are concerned with the basic needs, despite certain differences.  As in case of country like Pakistan the supply of doctors is increasing, but a common man fails to get medical facilities as the doctors are reluctant to go to small cities and villages, and majority of the doctors and medical services remain confine to big cities. 

In such situation, the increase in doctors and medical services will be of least benefit to the common men. Again, if the infant mortality rates are decreased in cities while such may not occur in case of rural areas. 

Moreover, if in so many countries it is stressed upon to enhance education facilities but the educational system is not made effective, the defects of educational system are not removed and the ratio of students to teachers is not improved, in such situation just expansion in educational facilities can not be accorded as an indicator of economic development. 

Thus, in spite of lot of flaws in the indicators of increase in education, health, water supply, level of calories and shelter, this measure of economic development presents a realistic picture of economic development than, GNP, GNP per capita and GNP redistribution methods. These measures represent the determination on the part of govt. regarding supply of social services. Thus, the basic needs approach presents a better explanation to remove poverty than the "Redistribution Theory".

Thus in the basic needs approach, the following aspects are analyzed:

(i) How much goods and services are produced?

(ii) What goods and services are being produced?

(iii) How goods and services are being produced?

(iv) What will be the effects of production and distribution on the society?

This shows that in this theory the 'Amount of goods and services' is of crucial importance and the increase in the quantity of goods and services will help in removing poverty. The increase in GNP per capita represents the rise in standard of living. But the criterion of 'Basic Needs' tells us what are the components of GNP and which segments of the society have utilized such components. This approach works like social indicators of economic development. We will have to define some better indicator for each basic need.

 Important Needs

Basically, the more important needs are concerned with the provision of foods, basic education, health services, water supply, water sewerage, residential facilities and infrastructure. On the basis of stipulated indicators regarding Basic Needs, we can make comparison between the countries. These indicators or measures will reflect the relative difference between the rich and the poor countries. Moreover, with these measures we can find that which countries are serious regarding provision of basic needs, and which are non serious. Thus, according to the Basic Needs approach to economic development, following indicators can become helpful to measure economic development:

Health Standard: Here it is considered;  the life expectancy of the citizens of the country, 

(b) the infant mortality rates (IMR) in the country.

(ii) Education Level: Here it is considered the 'Literacy Rate' in the country. Moreover, what is the enrolment ratio at primary level.

(iii) Food Availability: Here it is considered that what is per capita food availability in the country.

(iv) Water Supply: What is the percentage of the population which is getting the facility of clean water supply.

(v) Water Drainage: Here it is assessed that what is the percentage of the population which is getting the facility of water drainage etc.

(vi) Shelter And Residence: Here it is estimated that what is the ratio of the population who is having suitable shelter and residences.

Growth of GNP Versus Basic Needs Approach

The growth of income (GNP) method identifies that path which leads to increase the real incomes of the poor people. As a result, they will become more productive, the value of their assets will increase, hence they will be able to have a basket of basic needs. This shows that because of increase in income people will eventually be able to have a greater command over goods and services, and their poverty could be eliminated.  Therefore, whether it is of increase in GNP or of increase in basic needs both measures aim at elimination of poverty. It is the GNP method which directly aims at abolition of poverty, while the basic needs approach indirectly aims at abolition of poverty. 

The increase in basic needs like education, foods, health care, shelter, clean and piped water, and water drainage facilities will become helpful in increasing productivity. Their health standards will improve, their life expectancy will increase and they will be able to work more diligently. Consequently, the outputs both the total as well as per head will increase. The proponents of basic needs approach give the following superiority over GNP approach: The basic needs approach is better than income approach because most of basic needs are concerned with the supply of social services on the part of government.  But for such all; govt. is in need of funds and such funds can be raised through imposing direct taxes or taxing the luxurious goods.  In this way, on the one side, the unnecessary consumption will be controlled, and unequal income distribution could also be checked. 

Moreover, the efficiency of the middle and lower middle class will increase when they will be provided greater social services.  In this way, the fruits of economic development could be availed of by a majority of population.

(ii)   It is not guaranteed that increase in incomes due to economic  growth could be spent over better education, better residential facilities and better health care services etc.  It happens that so many persons do not follow optimal behavior in respect of making expenditures on food and health care, particularly, those people whose class changes.  As the case of Pakistani and Indian labor who earn a lot while migrating to Middle East, but they fail to spend more of their incomes on better fooding and lodging etc.  Again, the farmers in these countries whose incomes increase when they grow 'Cash Crops', but they fail to spell their increased incomes on education, health water supply and water sewerage etc. Perhaps the income elasticity for these goods is lower. In such situation, basic needs approach will present a better picture of economic development than GNP approach.

(iii) In so many cases the means and ways which lead to increase the incomes may air affect the level of foodings. As due to economic growth the women have to work out of their houses and there will be reduced 'Breast Feeding'. Consequently, the health standards of offspring's will be affected, though the incomes of the mothers have gone up. The economic development may lead to increase the production of cash crops at the cost of decrease in the production of food staples etc. In such situation, the economic development will lead to reduce the production and consumption of sugar, wheat and maize etc. Those lands which used to produce maize now will be utilized for dairy farms. In this way, the production of cheaper foods will come down. The hydro-electricity (HE) projects will lead to increase the income of the country, but the canal system in the country will promote water logging and salinity in the country. They will reduce the fertility of lands. As a result, the cost of HE projects may exceed their benefits.

(iv) It is not necessary that because of increase in incomes all the members of the family could equally benefit. Sometimes, the major share is taken away by the women and the children who have not contributed to earning, as the case of Pakistani and Indian men. In such situation, the division of income and food will not occur on the basis of work.

(v) The Income approach does not tell us that what will be the nature of produced goods. If along with increase in GNP those goods are produced or imported which are consumed by the rich class, then only a limited segment of the society will be benefited by increase in GNP. On the contrary, the basic needs approach selects the appropriate final goods and guides in respect of appropriate technique of production to produce such goods. In such situation, the employment opportunities will increase; income will be distributed equally; and optimum and a balanced demand for goods will come into being in the society.

(vi) In each society there are so many destitute orphans, old aged and ailing persons who do not contribute to national output of the economy, and they depend upon transfer payments. If even along with increase in GNP their poverty does not come down, then it will be better to use basic needs approach, rather GNP approach to measure economic development.

(vii) The increase in income or GNP only becomes possible due to increase in outputs of the society, whereas it ignores the production and consumption of immaterial goods. As GNP approach suggest that the immaterial goods and services like recreation, mental peace and participation in social and political affairs do not add anything to national output. On the other hand, the basic needs approach includes even those immaterial factors which lead to increase human efficiency.

