Assignment One

Microeconomics of Development
In this assignment you will have the firsthand experience is calculating the HDI for 100 countries. This would give you a better sense of the level of development in these countries and enable you to understand the role of education, health and income in economic development. 
To get started 
1. Go to http://hdr.undp.org/en/statistics/data/
2. Download the variables needed to calculate the HDI for 100 countries of your choice. Make sure your sample has at least 30 countries from each of the high, medium and low human developed countries. Download the GDP per capita (PPP) variable for these countries.

Part A: Is the HDI an improvement over the GDP per capita as indicator of development? Please answer in light of the following:

1. Calculate the HDI for your selected sample. Compare with the HDI estimate provided by the UNDP.

2. Compare ranking of countries by the HDI and by the GDP per capita (PPP) for your sample. [Sort countries from lowest to highest HDI values and GDP/N values, and plot in the same graph. Please look at Allen Kelly’s paper, page 321 for reference]

3. Do you see any automatic link between a nation’s per capita income and its level of human development? 
4. Take logarithm of per capita GDP and map the relation between ranking of countries by GDP per capita and the HDI. [Graph needed]
5. Does this transformation of GDP per capita restore the expected correlation between income levels and human development?

6. Do you think log transformation of GDP per capita is more appropriate? Why?
7. Allen Kelley in her article showed that the HDI is sensitive to the choice of endpoints, i.e. the maximum and the minimum goalpost values. Take the average life expectancy of the high human developed countries and use this value as the maximum goalpost value to calculate the HDI for all the countries in your sample. How many countries need to be reclassified from “low to medium” or from “medium to high” human development countries now? 

8. Do you agree with Allen Kelley’s conclusions?
Part B: In light of the above exercise, what are some strengths and weaknesses of the GDP per capita and the HDI as comparative measures of human welfare? 
Part C: Collect the HDI and the GDP per capita values for your assigned country from the above site for the last 10 years. What can you say about the overall growth and development process of your country?
Grading Criteria:
You need to pay attention to the following:  
Accuracy in use of data: Estimates are consistent, done in the correct manner.
Quality of argument: Whether the claims are effectively supported by data, and consistent with theory and presented in a systematic way.

Quality of writing: Are the ideas/arguments well-organized?  Can you link up exercises done in each stage to reach your final conclusion? Take care to eliminate any typos and grammatical errors. 
Quality of data presentation: Does your work use and present data effectively?  Are charts and graphs used appropriately?  Do they communicate what they are intended to?  Does the text relate to the charts and graphs clearly and effectively?

