


Name: Period: Date:

Economic Development Indicators:
GDP, HDI & Beyond

Measuring Economic Output: GDP and GNI

Economists often turn first to Gross Domestic Product (GDP), the total value of all
goods and services produced within a country’s borders in a year. GDP gauges
economic size and growth trends, making it a staple in textbooks and news reports.
However, GDP has limits: it ignores income distribution, non-market activities (like
household labor), and environmental depletion. A related metric, Gross National
Income (GNI), adds net income from abroad (profits, dividends, and remittances),
offering insight into residents’ total earnings. High-school students can compare
GDP and GNI in countries with large expatriate communities. For example, the
Philippines’ GNI exceeds its GDP by including overseas remittances, revealing the
crucial role of migrant workers. Discussing these measures illuminates why a booming
GDP doesn’t always translate into broader prosperity and sparks debates about what
“economic success” truly means.

Beyond Output: The Human Development Index

To address GDP’s shortcomings, the Human Development Index (HDI) combines
three dimensions: health (life expectancy), education (mean and expected years of
schooling), and standard of living (GNI per capita). Developed by the United Nations,
HDI ranks countries on a 0–1 scale, highlighting that wealthy nations tend to offer
longer lives and better schooling. HDI reveals surprising trends: despite moderate
GDP, Costa Rica outperforms many oil-rich states in HDI by investing heavily in
universal healthcare and literacy programs. Encouraging students to dissect HDI
components fosters critical thinking about policy priorities and compels them to
consider holistic development, where social investments matter as much as economic
output. Table 1: Key Development Indicators
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Composite Indices & Inequality Metrics

Recognizing that national averages conceal inequality, researchers use the Gini
coefficient to measure income distribution on a 0–1 scale—0 signifies perfect
equality, 1 perfect inequality. The Multidimensional Poverty Index (MPI) assesses
deprivations in health, education, and living standards at the household level,
capturing aspects like access to clean water or electricity. By exploring Gini and
MPI, students learn that two countries with identical GDP per capita may differ
vastly in how wealth and opportunity are shared. South Africa’s high GDP coexists
with one of the world’s highest Gini scores, underscoring that output alone doesn’t
guarantee inclusive development. Such contrasts empower learners to critique
policies and imagine strategies for equitable growth.

Key Information

Indicator Focus Strength Limitation

GDP Market value
of production

Comparable
across
countries

Omits inequality
and non-market
work

GNI per capita Average
resident
income

Captures cross-
border earnings

Still ignores social
and environmental
factors

HDI Health,
education,
income
combined

Holistic view of
development

Masks within-
country disparities
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Case Study Excerpt: Brazil’s Struggle with Inequality
In the early 2000s, Brazil emerged as a BRIC powerhouse, posting annual
GDP growth rates above 4 percent and attracting foreign investment in
agriculture and mining. Yet the nation faced entrenched inequality: the

richest 10 percent controlled nearly half of all income, reflected in a Gini
coefficient above 0.55. Urban favelas contrasted sharply with affluent
neighborhoods in São Paulo and Rio de Janeiro, highlighting stark social

divides. To address this, the government launched Bolsa Família in 2003—an
ambitious conditional cash transfer program providing monthly stipends to

low-income families, contingent on children’s school attendance and
vaccination. Over a decade, Bolsa Família lifted over 20 million people out of
extreme poverty and reduced the MPI by 30 percent. While critics warn of

dependency and fiscal strain, research links the program to improved
educational attainment, lowered child mortality, and modest gains in social
mobility. Brazil’s experience demonstrates how targeted social policies can

complement economic growth, narrowing gaps even as GDP climbs.

1. What conditional requirements encouraged school attendance under Bolsa Família?

2. How did Bolsa Família impact Brazil’s poverty and MPI scores?

Multiple Choice

1. Which metric captures average income plus net foreign earnings?

a) GNI per capita
b) GDP
c) HDI

d) Gini coefficient
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2. A Gini coefficient of 0.8 indicates:

a) Perfect income equality
b) High inequality
c) Moderate inequality

d) No inequality

3. The MPI differs from GDP by measuring:

a) Only market transactions
b) National output totals

c) Household-level deprivations
d) Cross-border income flows

Matching

Write the letter of the correct definition on the line next to each term.

Term Definition

1. ___ GDP A) Resident earnings including abroad

2. ___ HDI B) Income distribution inequality

3. ___ Gini coefficient C) Health, education, and income combined

4. ___ MPI D) National output market value

5. ___ GNI per capita E) Household-level social deprivations

Fill-in-the-Blank

1. The HDI’s education component includes mean years of __________ and
expected years of schooling.

2. A high Gini coefficient signals severe __________ among residents.

3. Bolsa Família required children to attend school and receive __________.
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Short Answer

Answer each question in 2-4 complete sentences.

1. Explain one advantage and one drawback of using GDP as a development measure.

2. Describe how conditional cash transfers like Bolsa Família can influence both
health and education.

3. Discuss why composite indices (HDI, MPI) matter for policy decisions.
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