Development Economics

Prof. Ruben Enikolopov

Prof. Andrea Matranga

The objective of this course is to allow students to form their own understanding of the global pattern of development we observe today. Over half of the world lives on less than $2.5 a day. We will try to explain this tragic statistic, from the point of view of the individual decision maker. How do the poor survive with so little? What prevents them from acquiring more? How can we help them? And how should we measure our degree of success? 
The course is divided into two parts. In the first, Prof. Ruben Enikolopov will explain the basic facts of the global dispersion of development outcomes and discuss some of the theories that have been proposed to account for it. He will also show some of the empirical data on the effect of education and health on development outcomes, and will explain how randomized controlled trials are changing how academia, governments and aid agencies think about development interventions.

In the second part, Prof. Andrea Matranga will discuss what poverty looks like from the point of view of the poor, as well as the main factors responsible for its persistence. He will then discuss in detail some of those problems, as well as the ways in which local government and foreign aid agencies have tried to solve them.  
Course evaluation

The successful student will demonstrate knowledge of the important drivers of human development, and the ability to apply them to a variety of situations.  
The grade will be based as follows:

· 20% paper summaries 

· 20% on multiple-choice tests taken during class

· 30% on a referee report (hand in half-way through course)

· 30% on a short essay (hand in on last day of class)

· 10% bonus from presentation clarity
Starting with the 5th week, students will be responsible for handing in weekly summaries of assigned papers, of one page in length. They will be provided with a standardized format and word count, to which they will have to adhere strictly. These will provide 20% of the final grade.
Some of the sessions will consist of a series of presentations summarizing one of the assigned papers, made by teams of students. Presenters must convey the main points of their assigned paper clearly and concisely, and will be evaluated based on how their colleagues have understood and remembered what they heard. Presentations will only last five minutes, followed by five minutes discussion by the audience.  All students will then take a short multiple-answer test on the main points of all the papers discussed during the presentations. Each student’s performance on these tests will count towards 20% of his final grade. Each presentation team will be awarded extra points (to a maximum of 10% of the final grade) based on how well their colleagues performed on the questions relevant to their specific presentation.

A further 30% of the final grade will come from a mid-term test.  Students will be provided with a recent NBER working paper in economic development and will have to write a short referee report. 
For the remaining 30% of their grade, students will be tested on their ability to integrate non-academic viewpoints on poverty in terms of the economic concepts discussed in class. They will have to read one of two novels dealing with different aspects of poverty and development: Heart of Darkness by Joseph Conrad, or Down and Out in Paris and London by George Orwell. The students will have to write a short essay, covering the following points:
1) According to the author, what are the causes of the poverty described in the book? Reference appropriate quotations.

2) How do these causes relate to the topics discussed in class, and what policy interventions could be tried?
3) How would you test the effectiveness of one of these policies? Design a simple randomized controlled trial.
Part I:  Prof. Ruben Enikolopov

Textbooks

· Weil, David N. 2009. Economic Growth, 2nd edition. New York: Addison Wesley.

· Easterly, William. 2001. The Elusive Quest for Growth: Economists’ Adventures and Misadventures in the Tropics. Cambridge, MA: MIT Press.
1. Introduction to economic development - 1 lecture
· Weil Book, Chapter 1 Easterly Book, Chapter 1
2. Traditional theories of economic development – 1.5 lecture

· Todaro, John P. and Stephen C. Smith (2006), Economic Development. Pearson Addison. Wesley. pp. 104-115.

· Easterly Book, Chapter 2 Solow Model Weil Book, Chapter 3 Easterly Book, Chapter 

3. Education and Health – 1.5 lecture

· Weil Book, Chapter 6

· Easterly Book, Chapter 4
· Duflo, Esther. (2001). “Schooling and Labor Market Consequences of School 
Construction in Indonesia: Evidence from an Unusual Policy Experiment,” American Economic Review, 91(4): 795-813.

· Duflo, Esther (2004) The Medium Run Consequences of Educational Expansion: Evidence from a Large School Construction Program in Indonesia,” Journal of 
Development Economics 74(1): 163-197.

· Acemoglu, Daron and Simon Johnson. 2007. “Disease and Development: The Effect of Life Expectancy on Economic Growth.” Journal of Political Economy, vol. 115, no. 6, 925-985.

· David N. Weil "Health and Economic Growth" in Aghion and Durlauf, eds., The Handbook of Economic Growth Volume 2B, North Holland, 2014.

· Bloom, David E., David Canning, and Gunther Fink. 2014. “Disease And Development Revisited.” Journal of Political Economy, forthcoming.

4. Randomized Evaluations – 1 lecture

· Andrew Beath, Fotini Christia, and Ruben Enikolopov “Final Report on the 

· Randomized Impact Evaluation of Afghanistan’s National Solidarity Programme.” Report and other related information is available at http://www.nsp-ie.org/
· Running Randomized Evaluations by Rachel Glennerster and Kudzai Takavarasha. A lot of information is available at the web-site http://runningres.com/

· More information on the role of randomized evaluations in development is available in the book Poor Economics by Abhijit Banerjee and Esther Duflo.
Part II:  Prof. Andrea Matranga

Textbooks

The course will be taught mainly from journal articles, but some useful references are:

· Development Economics by Debraj Raj, Princeton University Press 1998. (DE)

· Easterly, William, The Elusive Quest for Growth: Economists’ Adventures and Misadventures in the Tropics, MIT Press, Cambridge, 2001. (EQG)
· Banerjee, Abhijit Vinayak, Roland Benabou, and Dilip Mookherjee, eds. Understanding poverty. Oxford University Press, 2006. (UP)

1.  Poverty: constraints, coping strategies, and implications for aid.
· DE, chs.1,2, 8
· Banerjee, Abhijit, and Esther Duflo “The Economic Lives of the Poor,” Economic Perspectives. Volume 21, Number 1, Winter 2007, pp. 141–167.

2. Poverty traps
· Easterly, W. Reliving the 50s: the Big Push, Poverty Traps, and Takeoffs in Economic  Development, Journal of Economic Growth, 11, no.2, (December 2006): 289-318.

3. Fertility

· Eswaran, Mukesh (2006): Fertility in Developing Countries, in UP p.143–160
· Ashraf, Nava, Erica Field, and Jean Lee (2014): Household Bargaining and Excess Fertility: An Experimental Study in Zambia, in: American Economic Review, 104(7): 2210–2237.
· Miller, Grant (2010): Contraception as Development? New Evidence from Family Planning in Colombia, in: Economic Journal, 120(545): 709–736.
4. Gender equality 
· Beaman, Lori, Esther Duflo, Rohini Pande, and Petia Topalova (2012): Female Leadership Raises Aspirations and Educational Attainment for Girls: A Policy Experiment in India, in: Science, 335(6068): 582–586.

· Qian, Nancy (2008): Missing Women and the Price of Tea in China: The Effect of Sex-Specific Income on Sex Imbalance, in: Quarterly Journal of Economics, 123(3): 1251–1285.

· Rose, Elaina (1999): Consumption Smoothing and Excess Female Mortality in Rural India, in: Review of Economics and Statistics, 81(1): 41–49.

· Schultz, Paul (1985): World Prices, Womens Wages, and the Fertility Transition: Sweden:1860-1910, in: Journal of Political Economy, 93(6): 1126–1154.

· Sen, Amartya (1990): More Than 100 Million Women Are Missing, in: New York Review of Books, December 20, 1990.

5. Private property and crime
· Allendorf, Keera (2007): Do Womens Land Rights Promote Empowerment and Child Health in Nepal?, in: World Development, 35(11): 1975–1988.

· Banerjee, Abhijit, and Lakshmi Iyer (2005): History, Institutions, and Economic Performance: The Legacy of Colonial Land Tenure Systems in India, in: American Economic Review, 95(4): 1190–1213.
· Besley, Timothy, Konrad Burchardi, and Maitreesh Ghatak (2012): Incentives and the De Soto Effect, in: Quarterly Journal of Economics, 127(1): 237–282.
· Di Tella, Rafael, Sebastian Galiant, and Ernesto Schargrodsky (2007): The Formation of Beliefs: Evidence from the Allocation of Land Titles to Squatters, in: Quarterly Journal of Economics, 122(1): 209–241.
· Field, Erica, and Maximo Torero (2006): Do Property Titles Increase Credit Access Among the Urban Poor? Evidence from a Nationwide Titling Program, Working Paper.

· Udry, Christopher R. (2011): Land Tenure, in: Aryeetey, Ernest, Shantayanan Devarajan, and Ravi Kanbur: The Oxford Companion to the Economics of Africa, Oxford: Oxford University Press, 410–415.

· Woodruff, Chris (2001): Review of de Soto’s The Mystery of Capital, in: Journal of Economic Literature, 39(4): 1215–1223. 
· François Bourguignon “Crime, Violence and Inequitable Development,”, in Annual World Bank Conference on Development Economics 1999, edited by Boris Pleskovic and Joseph E. Stiglitz, pp. 199–220.Washington, D.C.: World Bank, 2000.
6. Public goods and corruption 

· Chaudhury, Nazmul, Jeffrey Hammer, Michael Kremer, Karthik Muralidharan, and F. Halsey Rogers (2006): Missing in Action: Teacher and Health Worker Absence in Developing Countries, in: Journal of Economic Perspectives, 20(1): 91–116.
· Ferraz, Claudio, and Frederico Finan (2013): Exposing Corrupt Politicians: The Effect of Brazil’s Publicly Released Audits on Electoral Outcomes, in: Quarterly Journal of Economics,123(2): 703–745.
· Hanna, Rema, and Shing-Yi Wang (2013): Dishonesty and Selection into Public Service, in: NBER Working Paper Series, No. 19649.

· Olken, Benjamin, and Rohini Pande (2012): Corruption in Developing Countries, in: Annual Review of Economics, 4(1): 479–509.

· Reinikka, Ritva, and Jakob Svensson (2004): Local Capture: Evidence from a Central Government Transfer Program in Uganda, in: Quarterly Journal of Economics, 119(2): 679–705.
7. Credit and savings, microfinance

· Banerjee, Abhijit V., and Esther Duflo (2014): Do Firms Want to Borrow More? Testing Credit Constraints Using a Directed Lending Program, in: Review of Economic Studies, 81(2): 572–607.

· Banerjee, Abhijit V., Esther Duflo, Rachel Glennerster, and Cynthia Kinnan (2014): The Miracle of Microfinance? Evidence from a Randomized Evaluation, in: American Economic Journal: Applied Economics, forthcoming.

· Cull, Robert, Asli Demirg ̈u ̧c-Kunt, and Jonathan Morduch (2009): Microfinance Meets the Market, in: Journal of Economic Perspectives, 23(1): 167–192.

· Dupas, Pascaline, and Jonathan Robinson (2013): Why Don’t the Poor Save More? Evidence from Health Savings Experiments, in: American Economic Review, 103(4): 1138–1171.

· Dupas, Pascaline, and Jonathan Robinson (2013): Savings Constraints and Microenterprise Development, in: American Economic Journal: Applied Economics, 5(1): 163–192.

· Gugerty, Mary K. (2007): You Can’t Save Alone: Commitment in Rotating Savings and Credit Associations in Kenya, in: Economic Development and Cultural Change, 55(2): 251–282.

· Ogden, Timothy, and Jonathan Morduch (2013): Beyond Business: Rethinking Microfinance, in: Foreign Policy, April 4, 2013.

· Ray, Debraj (1998): Development Economics, Princeton, NJ: Princeton University Press, Chapter 14.

8. External effects: migration, trade and foreign aid

· David Dollar and Aart Kray. “Growth is Good for the Poor.” www.worldbank.org/research/growth/absddolakray
· Burnside, Craig and David Dollar, “Aid, Policies, and Growth,” American Economic Review 90(4) (September 2000): pp. 847–68.

· William Easterly, Ross Levine, and David Roodman) "New Data, New Doubts: A Comment on Burnside and Dollar's "Aid, Policies, and Growth"(2000). " American Economic Review, June 2004.

· Mark Rosenzweig and Oded Stark, “Consumption Smoothing, Migration, and Marriage: Evidence from Rural India,” Journal of Political Economy 97 (4) (1989): 905–926.

9. Conflict: internal and external

· WB (2011). World Development Report 2011: Conflict, security and development

· Blattman, C. and Miguel, E. (2010). Civil war. Journal of Economic Literature,48 (1), 3–57
· Miguel, E. and Satyanath, S. and Sergenti, E. (2004). Economic shocks and civil conflict: An instrumental variables approach. Journal of Political Economy, 112 (4), 725–753
· Djankov, S. and Reynal-Querol, M. (2010). Poverty and civil war: Revisiting the evidence. The Review of Economics and Statistics, 92 (4), 1035–1041
· Montalvo, J. G. and Reynal-Querol, M. (2005). Ethnic polarization, potential conflict, and civil wars. American Economic Review, 95 (3), 796–816
· Miguel, E. and Roland, G. (2011). The long-run impact of bombing Vietnam. Journal of Development Economics, 96 (1), 1–15
· Leon, G. ´ (2012). Civil conflict and human capital accumulation: The long term effects of political violence in Peru. Journal of Human Resources, 47 (4),991–1022

