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1 Development and Underdevelopment
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KEY TERMS


Gross domestic product (GDP) GDP is the total value of all finished goods and services produced by a country in a specific time period – normally a year.


Gross national product (GNP) GNP is the total value of all finished goods and services produced by a country in a specific time period plus income earned by residents of a country from abroad.


Gross national income (GNI) A new term replacing GNP. GNI is the sum of value added by all resident producers plus net receipts of income from abroad.


Purchasing power parity (PPP) A rate of exchange that accounts for price differences between countries allowing international comparisons of income and purchasing power. When adjusted to PPP, $1 has the same purchasing power in the domestic economy as in the USA.


Sustainable development Development that improves basic standards of living without compromising the needs of future generations.


Poverty A concept of deprivation. Poverty can be absolute or relative. Absolute poverty is frequently measured in terms of the number of people existing on less than $2/day.


Development gap The difference between the richer countries, mainly the more economically developed countries (MEDCs), and the poorer countries, especially the less economically developed countries (LEDCs). The development gap has increased over time.


North–south divide An imaginary line that separates richer countries (the north) from poorer countries (the south). The north includes Europe, North America, the Former Soviet Union, Japan, Australia and New Zealand.


Participatory development A form of development in which local people are consulted and help plan strategies for development (they participate in all stages of the development process) rather than having ‘development’ imposed on a population by outside ‘experts’.


Human development index (HDI) A composite index measuring deprivation in three basic dimensions: a long and healthy life, knowledge and a decent standard of living.
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1 Defining Development


The term ‘development’ is difficult to pin down. It refers to an improvement in a number of characteristics, but not necessarily in all of them. It suggests advances in:




•  demographic (population) conditions, such as falling birth rates and increasing life expectancies


•  economic progress such as increased gross domestic product (GDP), gross national income (GNI) or purchasing power parity (PPP)



•  social improvement such as greater equality for women, better race relations, and greater participation in the political process.
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Figure 1 Tokyo fish market – the consumption of fish resources here is not sustainable





Development also suggests improved personal freedom and quality of life, and, implicitly, greater access to, and use of, natural resources (Figure 1). Increasingly, definitions of development entails some notion of environmental management – to what extent the environment is used in a sustainable fashion (Figure 2).


Goulet (1971) has distinguished three basic components that must be included in any true meaning of development: life sustenance, self-esteem and freedom:




•  Life sustenance is concerned with the provision of basic needs such as housing, clothing, food and minimal education.


•  Self-esteem is concerned with the feeling of self-respect and independence. A country cannot be regarded as fully developed if it is exploited by others, or cannot conduct economic relations on equal terms. Colonialism has now virtually ended, but some would argue that there are modern equivalents of colonialism, i.e. neocolonialism. For example, the International Monetary Fund (IMF) and World Bank dominate economic policy making in many LEDCs. Also, transnational corporations (TNCs) that operate in many LEDCs often introduce consumption patterns and techniques of production that do not have the interests of the LEDC at heart.


•  Freedom refers to the ability of people to determine their own destiny. No person is free if they are imprisoned on the margin of subsistence without education and skills.
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Figure 2 Sustainable development in Barbados – recycling of old tyres for a herb garden





The term poverty is closely linked to development. Deprivation with respect to income, health, education, social life and/or environmental quality can be called poverty.


Poverty can be divided into absolute and relative poverty. Absolute poverty is measured against a benchmark – such as the cost of getting enough food to eat. Relative poverty is measured against society’s standards; in LEDCs the basket of ‘essentials’ comprises food and a few items of clothing, whereas in MEDCs it includes holidays, presents and entertainment.


2 Classification of Global Economic Groupings


An early, and not very useful, classification of development was to divide the world into three main groups:




•  The First World: developed – western Europe, North America, Australia, New Zealand and Japan.


•  The Second World: state-controlled Communist countries such as the former Soviet Union.


•  The Third World: developing – all the other less-developed countries.





A more popular and detailed way is as shown in Figure 3.


More economically developed countries (MEDCs): such as the UK and the USA are the most ‘developed’ countries and have high standards of living.
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Figure 3 Global economic groupings





Centrally planned economies (CPEs) are socialist countries such as North Korea strictly controlled by the government. Living standards are higher than many LEDCs, although freedom of speech is limited. Many former Communist countries (FCC) remain in this category.


Oil-rich countries include Saudi Arabia and Libya. These countries are very rich in terms of GNP per head, although it may not be distributed very evenly. Without oil many of these countries would be LEDCs.


Transition economies include newly industrialising countries and recently industrialising countries. Newly industrialising countries (NICs) include the original Asian ‘Tiger economies’, e.g. South Korea and Taiwan. These are countries that have experienced rapid industrial, social and economic growth since 1960. (By contrast old industrial countries (OICs) are usually MEDCs.) Recently industrialising countries (RICs) are those that have followed the same path as NICs only more recently, such as Chile.


Less economically developed countries (LEDCs) are at a lower stage of development and have a lower quality of life, e.g. Namibia and Egypt. These can be subdivided into middle income and low income LEDCs. Least developed countries (LDCs) include Afghanistan and much of sub-Saharan Africa, where standards of living are very low, as are most indicators of development. LDCs realised average improvements in life expectancy, child mortality and literacy rates until the 1980s, more recent statistics have shown, however, that these improvements were less valid for the poorest of these countries and, more specifically, for the lowest income groups. In fact, in the 1980s there was a reversal in some of the development indicators.
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Figure 4 Development table for selected countries





Since the early 1990s a sub-set has been officially recognised as the ‘heavily indebted poor countries’.


Other important groupings include OPEC, G7, G8 and G10 countries. OPEC (the Organization of Petroleum Exporting Countries) represents the interests of oil exporters. Its position is undermined by some oil-producing countries such as the UK, who do not agree with OPEC-controlled oil prices. The G7/8 is a group of the world’s wealthiest and most powerful countries. The G7 includes Japan, the USA, France, Italy, the UK, Germany and Italy. G8 countries are those of the G7 and Russia. The G10 or Paris Club is a collection of 11 countries. These are the wealthiest members of the International Monetary Fund (IMF), and include Belgium, Canada, France, Germany, Italy, Japan, the Netherlands, Sweden, Switzerland, the UK and the USA.


More developed countries, such as the UK, the USA and Japan, have high levels of the indicators shown in Figure 4. By contrast, countries that are less developed have lower levels. The north–south divide describes the difference in wealth between the developed world and the developing world. The development gap is the increasing inequality in levels of development between the north and the south.


3 Changing Ideas About Development


(a) Modernisation


In the 1950s, as Europe reconstructed after its war-time losses, most other countries developed as a result of state-directed modernisation. ‘Development’ implied that less economically developed countries (LEDCs) modernised and gradually assumed the qualities of the more economically developed countries (MEDCs).


(b) Dependency Theory


From the late 1960s modernisation theory was challenged by the Latin American dependency school and the world systems school that highlighted the weak structural position of Third World countries in the world system (see pages 30–32). For example, multinational or transnational companies (TNCs) became increasingly powerful and used their economic and political power to exploit or suppress less powerful, more vulnerable nations. Dependency ideas rejected Western modernisation/development as corrupting and destructive or as a continuation of colonial forms of domination.


In the 1980s and 1990s, the introduction of cultural studies to the study of development was a significant change as it abandoned a Eurocentric development thinking (i.e. development as catching up and imitation) and, instead, considered development as an inclusive, liberating process, in which different forms of development are accommodated.


Thus, despite 50 years or so of development initiatives, results have been very disappointing: there remains massive underdevelopment, exploitation and repression, the debt crisis, famine, increasing poverty, malnutrition, violence and global terrorism.


(c) Post-modernism


According to the post-modernist approach, the role of the state is being weakened from above as well as from below. There is increasing importance of international political organisations that interfere politically, and also militarily in particular states. There is also the growing importance of the global financial market. Economically, the state is seen as disappearing as an economic actor through privatisation and deregulation.


The basic needs approach searched for more human-centred and locally relevant processes and patterns of development. In short, under the basic needs approach, development was redefined as a broad-based, people-oriented or endogenous process, as a critique of modernisation and as a break with past development theory.


(d) Participatory Development


Participatory development means that local people participate in every stage of the development process – planning, implementation and evaluation. According to the strongest advocates of participatory development, ‘normal’ development is characterised by biases – Eurocentrism, positivism (prediction) and top-downism – that are disempowering. The flipside is that ‘non-expert’, local people were sidelined and their only role was as the objects of grandiose schemes.


Nevertheless, there are problems with participatory development:




•  tokenism: as participatory development has become popular, some agencies use the rhetoric of participation with limited empowerment


•  much participatory development has treated communities as socially homogenous


•  the emphasis on civil society can create competition between local organisations


•  participatory development seeks to give local people control, but many processes affecting their lives are often not readily tackled at the local level.





4 Measuring Development


The most commonly reported development statistic is a country’s GDP (gross domestic product), GNP (gross national product) or GNI (gross national income) per capita.


Approximately 15% of the world’s population live in areas with a high GNP/capita. The map of GNP/capita shows a clear bias towards MEDCs. Western Europe, North America, Japan and Australia come out on top: the highest values are:




•  Luxembourg $55,100


•  the USA $37,800


•  Norway $37,700.





Fifty-six per cent of the world’s population live in areas classified as having a low GNP/capita. Moreover, a number of countries have a GNP/capita of less than $500 per year. These are the LDCs and include East Timor, Sierra Leone and the Gaza Strip. Reasons for their stagnation include:




•  civil wars and territorial disputes


•  rapid population growth


•  paying off previous debt


•  a lack of resources


•  natural and human hazards (including AIDS).





However, political mismanagement or war is a major cause of their economic stagnation.


This picture of a largely rich north and a largely poor south is an oversimplification. For example, within the north there is a significant east–west divide. Parts of the former Soviet Union (FSU) and eastern Europe (the ‘Second World’) have experienced a great deal of economic chaos since the fall of the Berlin Wall in 1989. The formerly highly protected economies have been opened up to a degree of free-market enterprise, but in many cases the economies have crumbled. Lack of hard currency and a devalued currency have caused widespread shortages of money in the FSU.


Within the south there is also considerable variation. As well as the LEDCs there are some countries that are relatively well off. NICs such as South Korea and Taiwan have quite high levels of GNP/capita. The development of the original Asian tigers is the result of a combination of state-led industrialisation, spontaneous industrialisation and TNC-led industrialisation.


There are a number of problems in using these indices:




•  as an average, the statistic takes no account of distribution


•  GDP is an income measure that ignores other dimensions of development


•  they do not show regional variations


•  they do not show ethnic and racial variations in GDP/capita


•  they do not take into account the local cost of living, unlike purchasing power parity (PPP)


•  they fail to pick up the social and environmental costs of development.





[image: Images]


CASE STUDY: WORLD POVERTY


In terms of absolute poverty, the World Bank and other sources have reported an overall decline, based on the $1-a-day standard, to almost half of the reported figure in 1981 (33% in 1981 to 18% in 2001) (see Figure 5). This decline is not occurring throughout all LEDCs however, and there are reports that the number of people living in poverty is increasing in Africa from one in 10 in the 1980s to one in three today. There are also questions over whether the actual numbers of those considered to be in absolute poverty have declined.
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Figure 5 The world’s poor living on less than $1 per day: (above) expressed as a percentage of the world’s population and (opposite page) as a number shown by region






[image: ]



[image: Images]


(a) Alternative Measures of Development


The thinking of Goulet and Sen (1983) has led to the construction of alternative measures of economic and social development to supplement statistics on growth rates and levels of per capita income of countries. Over the years a number of composite measures of development have been suggested. The physical quality of life index (PQLI), has been superseded in recent years by the United Nations Development Programme’s (UNDP’s) human development index (HDI) and the human poverty index (HPI), published in its annual Human Development Report.
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