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Course Description:

This course is concerned with the economic analysis of selected microeconomic topics in economic development. A major focus will be on the behavior of individuals and households, and their interactions with local markets and institutions. Our emphasis will be on the application of economic theory, and empirical analysis to a host of questions that have potentially important policy implications for these countries.   Empirical methods will range from random assignment to more structural modeling. The course will illustrate how economic models can provide valuable insight into this behavior, and how the empirical content of these models can be used through the use of appropriate data and empirical methods.    
Every week three or four readings will be assigned that you will need to go through before class.

Evaluation:

The course requirements are two empirical assignments, each of which will be worth 20% of your grade, one class presentation, and a final exam worth 40%. The final exam will be given during the exam period. The core of the empirical assignments will be the analysis of development-related data sets in the context of course readings.

Software:

As part of the course, the students will learn to use STATA, a widely used statistical package in the social sciences.  You can also purchase your own copy of STATA for use on your personal computer, or use a version running on Chass. STATA can be purchased at the Software Licensing Office in the Information Commons of Robarts Library.

Course Readings:

The reading list is fairly extensive, and every week you will be required to read (and be prepared to discuss) three readings. We will discuss each of them in class.  Almost all of the readings can be accessed through the course website on Blackboard. Over the course of the semester, there may be several additional readings added. A “*” next to the reading denotes a more general introduction to the section.

Background texts and readings:

* Pranab Bardhan and Chris Udry (2000). Development Microeconomics, Oxford University Press.

* Angus Deaton (1997). The Analysis of Household Surveys: A Microeconometric Approach. Johns Hopkins University Press.

Methodological:

* Ester Duflo, Rachel Glennerster and Michael Kremer (2007). “Using Randomization in Development Economics Research: A Toolkit”, in T. P. Schultz and J. Strauss (eds). Handbook of Development Economics.

* Angus Deaton (2009). “Instruments of Development: Randomization in the Tropics and the Search for the Elusive Keys to Economic Development”. Keynes Lectures: Princeton University.

1. Households Model (2):

* Pranab Barhan and Chris Udry, Development Microeconomics, Chapter 2, “Household Economics”, pp. 7-19.

* Strauss, John. (1986). “The Theory and Comparative Statics of Agriculture Household

Models: A General Approach,” in I. Singh, L. Squire, and J. Strauss. Agricultural Household Models. Johns Hopkins. Chapters 1 and 2. 

Dwayne Benjamin (1992). “Household Composition, Labor Markets, and Labor Demand: Testing for Separation in Agricultural Household Models”. Econometrica, 60.2, pp. 287-322. 

Hanan Jacoby (1993). “Shadow Wages and Peasant Family Labor Supply: An Econometric Application to the Peruvian Sierra”.  Review of Economic Studies, 60, pp.  903-921.

S. Jayachandran (2006). “Selling Labor Low: Wage Responses to Productivity Shocks in Developing Countries.” Journal of Political Economy. 114(3), pp. 537-575.

A.V. Swamy (1997). “A Simple Test of the Nutrition-Based Efficiency Wage Model”, Journal of Development Economics, pp. 85-98.

Chris Udry (1999).  “Efficiency and Market Structure: Testing for Profit Maximization in African Agriculture,” in Trade, Growth and Development, ed. G. Ranis and L.K. Raut, Elsevier Science, North Holland.

2. Intra-household Distribution and Unitary vs Collective Models (1):

Chiappori, P-A. (1997). “Collective” Models of Household Behavior: The Sharing Rule 

Approach, in L. Haddad, J. Hoddinott and H. Alderman (eds.), Intrahousehold Resource

Allocation in Developing Countries , Johns Hopkins Press.
Bobonis, Gustavo (2009). Is the allocation of resources within the household efficient? New evidence from a randomized experiment, Journal of Political Economy, 117(3):453-503.

Brandt, Loren, Aloysius Siow, and Hui Wang (2009).  “Substitution Effects in Parental Investment in Children.”  Mimeo. 

Angus Deaton (1997).  “Intra-household allocation and Gender Bias”, The Analysis of Household Surveys, pp. 223-240.

Ester Duflo (2003): “Grandmothers and Granddaughters: Old Age Pension and Intra-Household Allocation in South Africa”, World Bank Economic Review, vol 17(1), pp. 1-25.

Thomas, D., (1990). Intra-household resource allocation: an inferential approach, Journal

of Human Resources, 25:635-664.
Chris Udry (1996): “Gender, Agricultural Production, and the Theory of the Household”, in Journal of Political Economy, 104(5), pp. 1010-1046.

3. Human Capital, Development and Productivity (2)

a. Health 

Strauss, John and Duncan Thomas (1998), “Health, Nutrition, and Economic Development”, Journal of Economic Literature, 36.2, pp. 766-817.

Angus Deaton (2003). “Health, Inequality and Economic Development.” Journal of Economic Literature. 41.1, pp. 113-158.

Early Life Health:
Almond, D. (2006). Is the 1918 influenza pandemic over? Long term effects of in utero exposure

in the post 1940 US population, Journal of Political Economy, 114(4):672-712.

Jere Berhrman and Mark Rosenzweig, “Returns to Birthweight”, Review of Economics and Statistics, May 2004.

Hoddinott, J., J. Maluccio, J Behrman, R. Flores and R. Martorell. 2008. Effect of a nutrition

intervention during early childhood on economic productivity in Guatemalan adults, Lancet,

371:411-416 (plus web appendix).

Maccini S and D. Yang. (2009), Under the weather: Health, schooling and economic

consequences of early life rainfall,” American Economic Review, 99(3):1006-1026.
Child Health and Human Capital:
Paul Glewwe and Edward Miguel (forthcoming). “The Impact of Child Health and Nutrition on Education in Developing Countries”. Handbook of Development Economics.
Miguel, Edward and Michael Kremer (2004) "Worms: Identifying Impacts on Education and Health in the Presence of Treatment Externalities", Econometrica, 72 (1), 159-217.

Adult Health:

Jessica Cohen and Pascaline Dupas (2009). “Free Distribution or Cost-Sharing: Evidence from a Randomized Malaria Prevent Experiment.” Quarterly Journal of Economics.

Mark Pitt, Mark Rosenzweig, and Md. Nazmul Hassan (2006), “Sharing the Burden of Disease: Gender, the Household Division of Labor, and the Health Effects of Indoor Air Pollution in Bangladesh and India”, mimeo.
John Strauss (1986): “Does Better Nutrition Raise Farm Productivity”, in Journal of Political Economy, 94(2), pp. 297-320.

b. Schooling

* Paul Glewwe (2002). “Schools and Skills in Developing Countries: Education Policies and Socio-Economic Outcomes.” Journal of Economic Literature, 40(2), pp. 843-64.

Determinants

Ester Duflo, Rema Hanna and Stephan Ryan (2007). “Monitoring Works: Getting Teachers to Come to School”, BREAD working paper.

T. Paul Schultz (2004). “School Subsidies for the Poor: Evaluating the Mexican Progressa Poverty Program”, Journal of Development Economics, 74(1), pp. 199-250. 

Impact of Schooling

Ester Duflo (2001). “Schooling and Labor Market Consequences  of School Construction in Indonesia: Evidence from an Unusual Policy Experiment”, American Economic Review 91(4), pp. 795-814.

Andrew Foster and Mark Rosenzweig (1995). “Learning by Doing and Learning from Others: Human Capital and Technical Change in Agriculture.” Journal of Political Economy. 103(6). Pp, 1176-1209.
Andrew Foster and Mark Rosenzweig (1996).  “Technical Change and Human Capital Returns and Investment: Evidence from the Green Revolution”, Amercian Economic Review.

4. Land and Property Rights  (2)

a.  Contracting in Land

* Keijiro Otsuka, Hiroyuki Chuma and Yujiro Hayami (1992): “Land and Labor Contracts in Agrarian Economies: Theories and Facts”, Journal of Economic Literature, 30 (December), pp. 1965-2018.

* Klaus Deininger and Geshron Feder (2001). “Land Institutions and Land Markets”, in Handbook of Agricultural Economics.

Daniel Ackergerg and Maristellan Botticini (2002):  “Endogenous Matching and the Empirical Determinants of Contract Form,” Journal of Political Economy, 110.3, pp. 564-591.

M. Ghatak and P. Pandey (2000): “Contract Choice in Agriculture with Joint Moral Hazard in Effort and Risk”, Journal of Development Economics, 63.2, pp. 303-326.

R.A. Shaban (1987): “Testing Between Competing Models of Sharecropping”, Journal of Political Economy, 95.5, pp. 893-920.

b. Institutional Reform

Abhijit Banerjee, Paul Gertler and Maitreesh Ghatak (2002): “Empowerment and Efficiency: Tenancy Reform in West Bengal”, in Journal of Political Economy, 110.2, pp. 239-280.

Timothy Besley (1995): “Property Rights and Investment Incentives: Theory and Evidence from Ghana”, in Journal of Political Economy, 103.3, pp. 903-937.

Timothy Besley and Robin Burgess (2000): “Land Reform, Poverty Reduction, and Growth: Evidence from India”, in Quarterly Journal of Economics, pp. 389-430.

Eric Fields (2008). “Entitled to Work: Urban Property Rights and Labor Supply in Peru.” Quarterly Journal of Economics.

Justin Lin (1992), “Rural Reforms and Economic Growth in China”, American Economic Review, 82.1., pp.    
Chris Udry and Marcus Goldstein (2009). “The Profits of Power: Land Rights and Agricultural Investment in Ghana.” Journal of Political Economy.

5. Insurance, Risk and Savings (2)

* Jonathan Morduch (1995): “Income Smoothing and Consumption Smoothing” in Journal of Economic Perspectives, 9(3), pp. 103-114.

a.  Savings

Angus Deaton (1997), The Analysis of Household Surveys, Chapter 6, “Savings and Consumption Smoothing”, pp. 339-400.

Christina Paxson (1992): “Using Weather Variability to Estimate the Response of Savings to Transitory Income in Thailand” in American Economic Review, 82(1), pp. 15-33.

Christina Paxson (1995): “Consumption and Income Seasonality in Thailand”, in Journal of Political Economy, 101.1, pp. 39-72.

b. Risk and Insurance

Frank Grimaud (1997): “Household Consumption Smoothing Through Ethnic Ties” in Journal of Development Economics, 53(2), pp. 391-422.

Robert Townsend (1994): “Risk and Insurance in Village India” in Econometrica, 62(3), pp. 539-61.

Chris Udry (1991), “Credit Markets in Northern Nigeria: Credit as Insurance in a Rural Economy”, World Bank Economic Review.

Ethan Ligon and Thomas Worrall (2002). “Information Insurance Arrangements with Limited Commitment: Theory and Evidence from Village Economies”. Review of Economic Studies, 69(1), pp. 209-244.

Stefan Dercon and Pramila Krishnan (2000). “In Sickness and in Health: Risk Sharing within Households in Rural Ethiopia”. Journal of Political Economy. 108(4). Pp. 688-727.

c. Implications

Andrew Foster (1995): “Prices, Credit Markets and Child Growth in Low-Income Rural Areas,” in The Economic Journal, 105 (May), pp. 551-570.

Elaina Rose (1998): “Consumption Smoothing and Excess Female Mortality in Rural India”, in Review of Economics and Statistics, 81(1), pp. 41-49.

Hanan Jacoby and Emmanuel Skoufias (1997): “Risk, Financial Markets and Human Capital in a Developing Country”, in Review of Economic Studies, 64, pp. 311-335.
6. Credit (2)

Timothy Besley (1994): “How Do Market Failures Justify Interventions in Credit Markets”, World Bank Economic Observer, 9.1, pp. 27-48.

Abhijit Banerjee and Kaivan Munshi (2004). “How Efficiently is Capital Allocated: Evidence from the Knitted Garment Industry.” Review of Economic Studies 71(1), pp. 19-42.

Robin Burgess and Rohini Pande (2005): “Do Rural Banks Matter?” Evidence from the Indian Social Banking Experiment,” American Economic Review, 95.3, pp. 958-996.

Jonathan Morduch (1999): “The Microfinance Promise”, Journal of Economic Literature, 37 (Dec), pp. 1569-1614.

Armendariz de Aghion, Beatriz and Jonathan Morduch (2005). The Economics of Microfinance.

Mark Pitt and Shahidu Khandker (1998): “The Impact of Group-Based Credit Programs on Poor Households in Bangladesh: Does the Gender of Participants Matter?”, Journal of Political Economy, 106.5, pp, 958-996.

Field, Erica  and Maximo Torero (2004), "Do Property Titles Increase Credit Access Among the Urban Poor? Evidence from a Nationwide Titling Program," Mimeo, Harvard, January.

7. Social  Capital (1)

Oriana Bandiera, Iwan Barankay and Imran Rasul, “Social Preferences and the Response to Incentives: Evidence from Personnel Data,” Quarterly Journal of Economics, vol. 120, 2005, pp. 917-962.

Timothy Conley and Chris Udry (2009). “Learning about New Technology: Pineapple in Ghana.” Journal of Political Economy.

Avner Grief, “Contractual Enforceability and Economic Institutions in Early Trade: The Maghribi Traders’ Coalition”, American Economic Review, vol. 83, no3. , June 1993, p. 525-548.

Dean Karlan, “Using Experimental Economics to Measure Social Capital and Predict Financial Decisions”, American Economic Review, vol. 95, No. 5, p. 1688-1699.

Kaivan Munshi, “Networks in the Modern Economy: Mexican Migrants in the US Labor Market”, Quarterly Journal of Economics, vol. 118, No. 2, 2003, pp. 549-597.

