Economics of Developing Countries
Yale University
ECON 325a / INTS 352 Syllabus

MW 11:35am - 12:50pm
Professor Karlan, dean.karlan@yale.edu

Teaching Assistants: Gharad Byan, gharad.bryan@yale.edu; Mir Salim, mir.salim@yale.edu
Spring, 2010
Analysis of poverty in developing countries. Emphasis on the role of economic theory in understanding market failures, and on evaluation of public, social and business policies intended to solve market failures.  Topics include microfinance (including credit, savings and insurance), education, health, agriculture, intrahousehold allocations, gender, and corruption. A heavy emphasis on experimental methods of program evaluation and measurement.
Prerequisite: After introductory microeconomics; after or concurrently with ECON 161a or b or a course in the STAT 101-106 series.

Requirements and Grading:

1. Project: 40% 

2. Problem sets (3): 20%

3. Final exam (Saturday, May 10th 2010, 9am): 40%

An asterisk signifies required reading.

1/11/2010 – Lecture 1 - Introduction, market failures, poverty and measurement

· *Banerjee, Abhijit and Esther Duflo “Economic Lives of the Poor”, Journal of Economic Perspectives Vol 21(1): 141-167, 

· Deaton, Angus 2005. "Measuring Poverty in a Growing World (or Measuring Growth in a Poor World)," The Review of Economics and Statistics, MIT Press, vol. 87(1), pages 1-19.
· Pogge, Thomas and Reddy, Sanjay G. "How Not to Count the Poor"(October 29, 2005). Available at SSRN: http://ssrn.com/abstract=893159

· Besley, Timothy and Robin Burgess (2003). "Halving Global Poverty" Journal of Economic Perspectives 17, no. 3: 3-22.




1/13/2010 – Lecture 2 - Household bargaining and Gender

· *Duflo, Esther. "Grandmothers and Granddaughters: Old-age Pensions and Intrahousehold Allocation in South Africa." World Bank Econ Rev 17: 1-25, September 2003

· *Miguel, Edward, "Poverty and Witch Killing", Review of Economic Studies, 2005, 72(4), 1153-1172 http://www.econ.berkeley.edu/~emiguel/pdfs/miguel_witch.pdf
 

· Udry, Christopher (1996). “Gender, Agricultural Production, and the Theory of the Household,” Journal of Political Economy, 101(5), 1010—1045.

· Thomas, Duncan. "Intra-household Resource Allocation: An Inferential Approach." Journal of Human Resources 25 (4): 635-664. http://links.jstor.org/sici?sici=0022-

166X%28199023%2925%3A4%3C635%3AIRAAIA%3E2.0.CO%3B2-O

1/15/2010 - Friday, no class (rescheduled to April 26th)

1/18/2010 - Martin Luther King Day, no class
1/20/2010 – Lecture 3 - Causality & Evaluation
· *Easterly, William. "The Handouts that Feed Poverty", Los Angeles Times, April 30th 2006.

· *Sachs, Jeffrey D.  "Foreign Aid Skeptics Thrive on Pessimism", Los Angeles Times, May 7th 2006.
· *Duflo, Esther, Rachel Glennerster, and Michael Kremer, "Using Randomization in Development Economics Research: A Toolkit" (December 12, 2006). MIT Department of Economics Working Paper No. 06-36. Available at SSRN: http://ssrn.com/abstract=951841
· Glewwe, Paul, Michael Kremer, Sylvie Moulin and Eric Zitzewitz. "Retrospective vs. Prospective Analyses of School Inputs: The Case of Flip Charts in Kenya," (2004), Journal of Development Economics 74 (1): 251-268. http://www.sciencedirect.com/science/article/B6VBV-4BS4FFV-1/2/551062ce4f8225ce03f893c26e7d3871

1/25/2010 – Lecture 4 - Causality & Evaluation

· *Duflo, Esther, Rachel Glennerster, and Michael Kremer,"Using Randomization in Development Economics Research: A Toolkit" (December 12, 2006). MIT Department of Economics Working Paper No. 06-36. Available at SSRN: http://ssrn.com/abstract=951841

1/27/2010 – Lecture 5 – Agriculture
· *Jensen, Robert, "The Digital Provide: Information (Technology), Market Performance, and Welfare in the South Indian Fisheries Sector", Quarterly Journal of Economics 2007

· *Duflo, Esther, Michael Kremer, and Jonathan Robinson (2008). "How High Are Rates of Return to Fertilizer? Evidence from Field Experiments in Kenya." American Economic Review 98, no. 2: 482-488.
· Aker, Jenny C.   "Does Digital Provide or Divide? The Impact of Cell Phones on Grain Markets in Niger” (BREAD Working Paper) http://are.berkeley.edu/~aker/cell.pdf
2/1/2010 – Lecture 6 – Agriculture (Guest Lecture, Professor Gollin)
2/3/2010 – Lecture 7 – Agriculture (Guest Lecture, Professor Gollin)


PROBLEM SET #1 HANDED OUT
2/8/2010 – Lecture 8 - Credit

· *Karlan, Dean and Morduch, Jonathan. 2010.  “Access to Finance”, Handbook in Development Economics Volume.  Chapter 71.
· *Karlan, Dean and Jonathan Zinman "Observing Unobservables: Identifying Information Asymmetries with a Consumer Credit Field Experiment"(December 2008) Econometrica, forthcoming

· Aleem, Irfan. "Imperfect Information, Screening and The Costs of Informal Lending: A Study of a Rural Credit Market in Pakistan." World Bank Econ Rev 4: 329-349, 1990.
· Morduch, Jonathan. "The Microfinance Promise.", Journal of Economic Literature, vol. 37(4), pages 1569-1614, December 1999.

· Besley, Timothy (1994). "How do Market Failures Justify Interventions in Rural Credit Markets" World Bank Research Observer 9 (1).
2/10/2010 – Lecture 9 – Credit


PROBLEM SET #1 DUE (via classesv2 server)

· *Bertrand, Marianne, Sendhil Mullainathan, Eldar Shafir and Jonathan Zinman"What's Advertising Content Worth?" http://karlan.yale.edu/p/AdContentWorth_mar09Final.pdf
· *Karlan, Dean and Xavier Gine. "Group versus Individual Liability: Long Term Evidence from Microcredit Lending Groups with and without Group Liability" http://karlan.yale.edu/p/GroupversusIndividualLending-Nov2009.pdf
· *Field, Erica; Pandi, Rohini; Papp, John, “Does Microfinance Repayment Flexibility Affect Entrepreneurial Behavior and Loan Default?” (October 2009) http://www.hks.harvard.edu/fs/rpande/papers/repayment_flexibility_field_pande_papp.pdf
· Karlan, Dean. "Social Connections and Group Banking", Economic Journal, Volume 117, Number 517, February 2007 , pp. F52-F84
2/15/09 – Lecture 10 – Development at the US Government

PROBLEM SET #2 HANDED OUT
· Guest lecture by Franck Wiebe, Chief Economist at the Millennium Challenge Corporation
2/17/2010 – Lecture 11 – Credit 

PROJECT PHASE 1:  TURN IN PARAGRAPH 
· Karlan, Dean and Jonathan Zinman "Expanding Microenterprise Credit Access: Using Randomized Supply Decisions To Estimate the Impacts in Manila" (January 2010) working paper
· Banerjee, Abhijit; Duflo, Esther; Glennerster, Rachel; Kinnan, Cynthia, “The Miracle of Microfinance? Evidence from a Randomized Evaluation” http://econ-www.mit.edu/files/4161
· Karlan, Dean and Jonathan Zinman "Expanding Credit Access: Using Randomized Supply Decisions To Estimate the Impacts" (October 2008) Review of Financial Studies, forthcoming,

· *“The Role of Microfinance” op-ed post on Kristof’s NYTimes blog: http://kristof.blogs.nytimes.com/2009/12/28/the-role-of-microfinance/
2/22/2010 – Lecture 12 - Savings
· *Karlan, Dean, Nava Ashraf and Wesley Yin. "SEED: A Commitment Savings Product in the Philippines" (December 2004), http://karlan.yale.edu/p/seedpolicy.pdf

· Karlan, Dean, Nava Ashraf and Wesley Yin. "Deposit Collectors" (March 2006) Advances in Economic Analysis & Policy, 6(2 Article 5) 

· Paxson, Christina H. (1992). "Using Weather Variability to Estimate the Response of Savings to Transitory Income in Thailand." American Economic Review 82, no. 1: 15-33.

· *Aportela, Fernando. "The Effects of Financial Access on Savings by Low-Income People." http://www.lacea.org/meeting2000/FernandoAportela.pdf
2/24/2010 – Lecture 13 -  Savings

PROBLEM SET #2 DUE (via classesv2 server)
· *Karlan, Dean (2008). “The Impact of Savings.” The Financial Access Initiative. Framing Note No. 1. http://library.financialaccess.org/pdf/karlan_savings.PDF
· *Dupas, Pascaline and Jonathan Robinson "Savings Constraints and Microenterprise Development:   Evidence from a Field Experiment in Kenya" December 2008, http://www.econ.ucla.edu/pdupas/SavingsConstraints_12.21.08.pdf
· *Karlan, Dean (2010) “Helping the Poor Save More” Stanford Social Innovation Review, Winter issue

· Kast and Pomeranz, Peer Savings in Chile (paper to be distributed)

3/1/2010 – Lecture 14 - Education
· *Duflo, Esther. "Schooling and Labor Market Consequences of School Construction in Indonesia: Evidence from an Unusual Policy Experiment." American Economic Review, 2001, v91(4, Sep), 795-813

· *Banerjee, Abhijit V., Shawn Cole, Esther Duflo, Leigh Linden "Remedying Education: Evidence from Two Randomized Experiments in India" Quarterly Journal of Economics 2007 122:3, 1235-1264

· Kremer, Michael (2003). “Randomized Evaluations of Educational Programs in Developing Countries: Some Lessons.” American Economic Review Papers and Proceedings, 93(2), 102-106

· Kremer, Michael, Paul Glewwe, and Sylvie Moulin. " Many Children Left Behind? Textbooks and Test Scores in Kenya." American Economic Journal,  forthcoming www.aeaweb.org/aej/app/accepted/APP-2007-0011.pdf 
3/3/2010 – Lecture 15 - Education
· *Miguel, Edward, Michael Kremer and Rebecca Thornton, "Incentives to Learn," Review of Economics and Statistics, forthcoming http://www.econ.berkeley.edu/~emiguel/pdfs/miguel_incentives.pdf

· *Duflo, Esther and Michael Kremer and Pascaline Dupas."Peer Effects and the Impact of Tracking: Evidence from a Randomized Evaluation in Kenya" August 2009, http://www.econ.ucla.edu/pdupas/Tracking_rev.pdf
· Schultz ,T. Paul "School Subsidies for the Poor: Evaluating the Mexican Progresa Poverty Program" Journal of Development Economics, Elsevier, vol. 74(1), pages 199-250, June 2004

· *Duflo, Esther, Rema Hanna and Stephen Ryan (2009). “Monitoring works: getting teachers to come to school,” mimeo, MIT, http://econ-www.mit.edu/files/2405
SPRING BREAK
3/22/2010 – Lecture 16 -  Health & Nutrition

PROBLEM SET #3 Handed Out
· *Thomas et al, “Causal Effect of Health on Labor Market Outcomes: Experimental Evidence,”  http://www.spc.uchicago.edu/prc/papers/thomasD/dthomas.pdf
· *Cohen, Jessica and Pascaline Dupas, "Free Distribution or Cost-Sharing? Evidence from a randomized malaria prevention experiment" September 2008, http://www.econ.ucla.edu/pdupas/CohenDupas_10.1.2008.pdf 
· Subramanian, Shankar, and Angus Deaton. "The Demand for Food and Calories." Journal of Political Economy, 104(1), pages 133-62, February 1996.
· *Dupas, Pascaline, “What Matters (and What Does Not) in Households’ Decision to Invest in Malaria Prevention?” American Economic Review Papers and Proceedings, May 2009, http://www.econ.ucla.edu/pdupas/Dupas_aerP&P.99.2.pdf
· Strauss, John and  Duncan Thomas, 1998. “Health, Nutrition and Economic Development" Journal of Economic Literature, American Economic Association, vol. 36(2), pages 766-817, June 1998.
3/24/2010 – Lecture 17 - Health & Nutrition
· *Thornton, Rebecca L. 2008. "The Demand for, and Impact of, Learning HIV Status.," American Economic Review,  98 (5):, 1829-63.
· Gine, Xavier, Dean Karlan and Jonathan Zinman, "Put Your Money Where Your Butt Is: A Commitment Savings Account for Smoking Cessation" (December 2008), http://karlan.yale.edu/p/CARES_dec08.pdf
3/29/2010 – Lecture 18 - Risk and Insurance

PROBLEM SET#3 DUE (via classesv2 server)
· *Udry, Christopher. "Credit Markets in Northern Nigeria: Credit as Insurance in a Rural Economy." World Bank Economic Review, Vol 4, No 3 (September 1990), pp 251-69.

· *Giné, Xavier and Dean Yang "Insurance, credit, and technology adoption: Field experimental evidence from Malawi" Journal of Development Economics, forthcoming
· Jensen, Robert. "Agricultural Volatility and Investments in Children." American Economic Review, Vol. 90, No. 2 (May 2000), pp. 399-404

3/31/2010 – Lecture 19 - - Technology and Learning

PHASE 1 OF PROJECTS DUE (via classesv2 server)

· *Conley, Timothy and Christopher Udry (2005). “Learning about a New Technology: Pineapple in Ghana,” mimeo, Yale University,  http://www.econ.yale.edu/~udry/pdf/aercycle3.pdf

· *Miguel, Edward and Michael Kremer (2003). “Networks, Social Learning, and Technology Adoption: The Case of Deworming Drugs in Kenya”, http://www.povertyactionlab.org/papers/Networks%20Social%20Learning%20Technology%20Adoption.doc
4/5/2010 – Lecture 20 - Institutions

· *Acemoglu, Daron, Simon Johnson and James Robinson, “The Colonial Origins of Comparative Development," American Economic Review, 91:5, pp 1369-1401, December 2001.
· Bloom, David and Jeffrey Sachs, 1998, "Geography, Demography and Economic Growth in Africa", Brookings Papers on Economic Activity, 29:2, pp 207-296, 1998.
· Banerjee, Abhijit, Rukmini Banerji, Esther Duflo, Rachel Glennerster and Stuti Khemani, "Pitfalls of Participatory Programs: Evidence from a Randomized Evaluation in Education in India", http://econ-www.mit.edu/files/3117

· *Bjorkman, Martina and Jakob Svensson "Power to the People: Evidence from a Randomized Field Experiment on Community-Based Monitoring in Uganda." Available at SSRN: http://ssrn.com/abstract=1136670

4/7/2010 – Lecture 21 – Corruption

· *Fisman, Ray " Estimating the Value of Political Connections", American Economic Review, September, 2001 http://www2.gsb.columbia.edu/faculty/rfisman/estimating_the_value.pdf

· *Miguel, Edward and Ray Fisman, "Cultures of Corruption: Evidence from Diplomatic Parking Tickets", Forthcoming, Journal of Political Economy .

· *Olken, Benjamin, "Monitoring Corruption: Evidence from a Field Experiment in Indonesia", Journal of Political Economy, Vol. 115, April 2007

· Ramalho, Rita " The Persistence of Corruption: Evidence from the 1992

Presidential Impeachment in Brazil" http://www.enterprisesurveys.org/Documents/collorpaper_jan_16.pdf

· Shleifer, Andrei, and Robert W. Vishny. "Corruption." The Quarterly Journal of Economics, MIT Press, vol. 108(3), pages 599-617, August 1993

· Banerjee, Abhijit V. "A Theory of Misgovernance." Quarterly Journal of Economics, Vol. CXII, Issue 4 (November 1997)

4/12/2010 Student presentations 

4/14/2010 Student presentations

4/19/2010 Student presentations

4/21/2010 Student presentations

4/26/2010 Student presentations (make-up class)
5/10/2010 FINAL EXAM 9:00am - 12:00pm

