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Topics in Micro-economics of Development

Objective: 

This course will investigate selected topics in development using a micro-economic framework. The objective of the course is to learn how micro-economic analysis can contribute to the understanding of 1) the causes of poverty and under-development (with special emphasis on the endogeneity of policies, institutions and social norms); and 2) various specific problems such as crime, conflict, and intra-household violence in developing countries. It will focus on both the theoretical arguments, and the recent empirical literature on these topics.  The course aims at developing skills to become a critical reader of this literature, in part by drawing on concepts learned in econometrics. It will discuss the implications for both general policy and possible lessons for specific interventions. 

Pre-requisites: 

Microeconomics and Econometrics. 

Requirements:

Readings and class participation (20%)

All students are expected to do the required readings before each class and actively participate in class discussions. Guiding questions for the readings will be distributed, and all students are expected to be prepared to answer those questions in class, and actively contribute to the related discussions. Classes are scheduled for 2.5 hours.

Assignments (45%)

There will be three assignments related to the papers that will be discussed in the class.
 

1) Short individual writing assignment that will be due in Week 5, and will be followed by a class discussion. (10% of grade)

2) Group assignment. The due date will be in week 7 to 11, depending on the topic. Each group will prepare a presentation on one of the papers of the reading list. (15% of grade)

3) The third assignment is a group assignment. It will be due in week 13 and will be followed by a class presentation. The assignment will involve analysis of micro-level data related to one of the topics discussed in class. (20% of grade)

Final Exam (35%):

The in class exam will take place on the scheduled date. Absences from the exam are allowed only for validated medical reasons. Scheduling conflicts with exam dates must be cleared with the instructor 3 weeks in advance of the scheduled date at the latest. Any rescheduled exams must be taken earlier than the scheduled exam.

Books:

· Bardhan, Pranab, 2005, Scarcity, Conflicts and Cooperation: Essays in the Political and Institutional Economics of Development, MIT press.

· Platteau, Jean Philippe, 2000, Institutions, Social Norms, and Economic Development. Hardwood Academic Publishers, Amsterdam

Readings: 

· Growth and endogenous policies and institutions

· Acemoglu, Daron, Simon Johnson and James Robinson, 2001, “The Colonial Origins of Comparative Development: An Empirical Investigation”, American Economic Review, 91: 1369-1401.

· Bardhan, Pranab, 2005, Scarcity, Conflicts and Cooperation: Essays in the Political and Institutional Economics of Development, MIT press; chapter 1.
· Contract enforcement and property rights: causes and consequences
· Banerjee, Abhijit, Paul Gertler and Maitreesh Ghatak, 2002, Empowerment and Efficiency: The Economics of a Tenancy Reform”, The Journal of Political Economy, 110(2): 239-280.

· Besley, Timothy. 1995. “Property Rights and Investment Incentives: Theory and Evidence from Ghana”, The Journal of Political Economy, 103(5): 903-37.

· Braselle, Anne-Sophie, Frederic Gaspart, and Jean-Philippe Platteau. 2002. “Land Tenure Security and Investment Incentives: Puzzling Evidence from Burkina Faso”, Journal of Development Economics, 67(2): 373-418.

· Lanjouw, Jean, and Philip Levy. 2002. “Untitled: A Study of Formal and Informal Property Rights in Urban Ecuador,” The Economic Journal, 112(482): 986-1019. 

· Conning, Jonathan, and James Robinson, 2007. “Property Rights and the Political Organization of Agriculture”, Journal of Development Economics.

· Johnson, Simon, John McMillan, and Christopher Woodruff. 2002. “Property Rights and Finance”, American Economic Review, 92(5): 1335-1356. 

· Platteau, Jean Philippe, 2000, Institutions, Social Norms, and Economic Development. Hardwood Academic Publishers, Amsterdam, chapter 3 & 4

· Introduction to impact evaluation

· Martin Ravallion, 2001, “The Mystery of the Vanishing Benefits: An Introduction to Impact Evaluation”, World Bank Economic Review, 15: 115-140.

· Growth, inequality and policy

· World Bank, 2005, World Development Report 2006: Equity and Development. Oxford University Press. Chapter 5 and 6.

· Bourguignon, Francois, 2004, “The Poverty-Growth-Inequality Triangle”, paper prepared for the AFD conference on poverty, inequality and growth.

· Platteau, Jean Philippe, 2000, Institutions, Social Norms, and Economic Development. Hardwood Academic Publishers, Amsterdam, chapter 5.

· Miguel, Edward, and Mary Kay Gugerty, 2005, “Ethnic Diversity, Social Sanctions, and Public Goods in Kenya”, Journal of Public Economics.

· Pande, Rohini, 2003, “Can Mandated Political Representation Provide Disadvantaged Minorities Policy Influence? Theory and Evidence from India”, 
American Economic Review, Vol. 93(4), pp.1132-1151.

· Bardhan, Pranab, 2005, Scarcity, Conflicts and Cooperation: Essays in the Political and Institutional Economics of Development, MIT press, chapter 10-11
· Araujo, Caridad, Francisco Ferreira, Peter Lanjouw and Berk Ozler, 2006, “Local inequality and project choice in a social investment fund”, World Bank Policy Research Working Paper Series 3997. World Bank.

· Banerjee, Abhijit, Kaivan Munshi, and, Dilip Mookherjee and Debraj Ray, 2001, “Inequality, Control Rights and Rent Seeking: Sugar Cooperatives in Maharashtra .” 2001. Journal of Political Economy 109(1): 138-190.

· Poverty traps / dynamic disequilibria.

· Ravallion, Martin 2006. “Transfers and Safety Nets in Poor Countries: Revisiting the Trade-offs and Policy Options”, in Banerjee, Benabou and Mookherjee (eds.), Understanding Poverty, Oxford University Press, Oxford.

· Mookherjee, Dilip 2006 “Poverty Persistence and Design of Antipoverty Policies”, in Banerjee, Benabou and Mookherjee (eds.), Understanding Poverty, Oxford University Press, Oxford.

· Bowles, Samuel, 2004, Micro-economics: Behavior, Institutions, and Evolution. Princeton University Press, Princeton, ch 1.

· Paxson, Christina, and Norbert Schady, 2007, “Cognitive Development Among Young Children in Ecuador: The Roles of Wealth, Health and Parenting”, Journal of Human Resources. 
· Alderman, Harold, John Hoddinott, and Bill Kinsey. 2006. "Long Term Consequences of Early Childhood Malnutrition." Oxford Economic Papers 58(3):450–74.

· Carter, Michael R., and Christopher B. Barrett, 2006, “The Economics of Poverty Traps and Persistent Poverty: An Asset-Based Approach”, Journal of Development Studies.  

· Hoff, Karla and Priyanka Pandey, “Belief Systems and Durable Inequalities: An Experimental Investigation of Indian Caste” World Bank Policy Research Working Paper 3351, June 2004.
· Munshi, Kaivan and Mark Rosenzweig, 2006, "Traditional Institutions Meet the Modern World: Caste, Gender, and Schooling Choice in a Globalizing Economy" Forthcoming. American Economic Review.
· Economics of conflict and crime

· Bardhan, Pranab, 2005, Scarcity, Conflicts and Cooperation: Essays in the Political and Institutional Economics of Development, MIT press; chapter 9.
· Collier, Paul, and Anke Hoeffler, 1998, “On Economic Causes of Civil War”, Oxford Economic Papers, 50: 563-573.

· Miguel, Edward, Shaker Satyanath, and Ernest Sergenti, 2004, “Economic shocks and civil conflict: an instrumental variables approach”, Journal of Political Economy, 112(4): 725-753.

· Demombynes, Gabriel, and Berk Őzler, 2005, “Crime and Local Inequality in South Africa”, Journal of Development Economics, 76: 265-292.

· Fafchamps, Marcel and Bart Minten, 2006, "Crime, Transitory Poverty, and Isolation: Evidence from Madagascar", Economic Development and Cultural Change.

· Macours, Karen, 2006, “Relative Deprivation and Civil War in Nepal”, mimeo, SAIS-Johns Hopkins University. 

· Massimo Guidolin and Eliana La Ferrara, 2005, “Diamonds are Forever, Wars are not. Is conflict bad for Private Firms?”, mimeo, Bocconi University.

· Intra-household models

· Dercon, Stefan, and Pramila Krishnan, 2000, “In Sickness and in Health: risk sharing within households in Ethiopia”, Journal of Political Economy, 108(4): 688-727.

· Christopher Udry and Ester Duflo, 2004, Intrahousehold Resource Allocation in Côte d'Ivoire: Social Norms, Separate Accounts and Consumption Choices, Yale university, mimeo. 

· Cheryll Doss and John McPeak, 2005,  “Are household production decisions cooperative? Evidence on migration and milk sales in Northern Kenya”, mimeo, Yale University.

· Ashraf, Nava, 2006, “Spousal Control and Intra-Household Decision Making: An Experimental Study in the Philippines”, mimeo, Harvard University. 

· Goldstein, Markus, Joshua Graff Zivin, and Harsha Thirumurthy, 2006, “AIDS Treatment and Intrahousehold Resource Allocations:Children’s Nutrition and Schooling in Kenya”, mimeo, World Bank, Columbia University and CGD.

· Economics of various gender-related issues 

· Gertler Paul, Manisha Shah, and Stefano M Bertozzi, 2005, “Risky Business: The Market for Unprotected Commercial Sex”, Journal of Political Economy, 113(3): 518-550.

· Rao, Vijayendra and Francis Bloch, 2002, “Terror as Bargaining Instrument: A Case-Study of Dowry Violence in Rural India”, American Economic Review.
· Jacoby, Hanan and Ghazala Mansuri, 2005, “Watta Satta: Exchange Marriage and Women’s Welfare in Rural Pakistan”, mimeo, World Bank. 

· Social learning and technology adoption

· Foster, Andrew, and Mark Rosenzweig, 1995, “Learning by Doing and Learning from Others: Human Capital and Technical Change in Agriculture’, Journal of Political Economy, 103.

· Udry, Christopher, and Timothy G. Conley, 2003, “Learning about a New Technology: Pineapple in Ghana”, Yale University Working paper.

· Michael Kremer and Edward Miguel, 2004, “The Illusion of Sustainability”, BREAD working paper 91, Washington DC.

· Duflo, Esther, Michael Kremer, and Jonathan Robinson. 2006. "Why Don't Farmers Use Fertilizer: Evidence from Field Experiments in Western Kenya." Massachusetts Institute of Technology. Cambridge, Mass. Processed.

Schedule:

1) Week 1: Introduction: Growth and endogenous policies and institutions

2) Week 2: Property Rights

3) Week 3: Property Rights and Introduction to Impact Evaluation

4) Week 4: No class

5) Week 5: Growth, Inequality and Policy

6) Week 6: Growth, Inequality and Policy (cont.)

7) Week 7: Poverty traps and dynamic disequilibria

8) Week 8: Economics of conflict and crime

9) Week 9: Economics of conflict and crime (cont.)

  Intra-household models

10) Week 10: Intra-household models (cont.)

11) Week 11: Economics of various gender-related issues

12) Week 12: Social learning and technology adoption

13) Week 13: Group presentations on selected topics.
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