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Dr. Michael Rochlitz



Summer Term 2015



Development Economics and Development Policy Syllabus Course outline: The objective of this course is to introduce the main questions, theories and methods in the field of development economics, while also to critically question the conventional discourse in the discipline. What are the main theories that have informed development policy making during the last 70 years, how have they been translated into practice, and why have the results often been mixed? What is the state of the art in applied development research today? Why have some countries been growing so much faster than others, while some do not grow at all? What are the policies governments can implement to influence the development trajectory of their country? The class consists of 10 seminars that will comprise both lectures and interactive discussions. During the course, we will alternate between covering different topics, theories and issues, and discussing a series of in-depth case studies to illustrate how things turned out in practice. Navigating between theory and practice will permit us to critically examine the respective successes and failures of various theories and strategies of economic development. The main textbook for the class will be Todaro and Smith (2012), “Economic Development” (11th edition). For each seminar, the text marked with a star (*) should be read by everyone and will be discussed in detail in class. The syllabus then also suggests a number of additional readings for those who want to dig deeper.



Contact details: For any questions, do not hesitate to send me an email: [email protected] All key readings will be available for download on my website, as well as (after the course) the lecture slides: https://sites.google.com/site/michaelrochlitz/



1 Theories of Economic Development Solow Model / Harrod-Domar Growth Model / Rostow’s Stages of Growth / Lewis’s Theory of Structural Change / Dependency Models / Neoclassical Models / The Big Push / The ORing Theory



*Easterly W. (2001) “The Elusive Quest for Growth”, chapters 2 & 3 Todaro M., Smith S. (2012) “Economic Development”, chapters 3 & 4 Kremer M. (1993) “The O-Ring Theory of Economic Development”, The Quarterly Journal of Economics, 108(3): 551-575 Lewis A. (1954) “Economic Development with Unlimited Supplies of Labour”, The Manchester School, 22(2): 139-191 Rostow W. (1962) The Stages of Economic Growth, London: Cambridge University Press Solow R. (1956) “A Contribution to the Theory of Economic Growth”, Quarterly Journal of Economics, 70(1): 65-94



2 From Theory to Practice: Aid, Trade & International Development Assistance since WWII Different approaches to measuring economic development / 70 years of international development assistance: success or failure? / Aid vs trade / A new player: China / Does international development assistance have a future?



*Bourguignon F., Sundberg M. (2007) “Aid Effectiveness: Opening the Black Box”, American Economic Review, 97(2): 316 – 321 Todaro M., Smith S. (2012) Economic Development, chapter 2 Djankov S., Montalvo J., Reynal-Querol M. (2008) “The Curse of Aid”, Journal of Economic Growth, 13: 169-194 Easterly W. (2006) The White Man's Burden: Why the West's Efforts to Aid the Rest Have Done So Much Ill And So Little Good, Oxford: Oxford University Press



Easterly W. (2007) “Was Development Assistance a Mistake?”, The American Economic Review, 97(2): 328-332 Klitgaard R. (1990) Tropical Gangsters: One Man’s Experience with Development and Decadence in Deepest Africa, Basic Books Moyo D. (2010) Dead Aid: Why Aid is not Working and How there is Another Way for Africa, Penguin Sachs J. (2005) The End to Poverty: How We Can Make it Happen in Our Lifetime, Penguin Temple J. (2010) “Aid and Conditionality”, Handbook of Development Economics, 5:4415-4523 Woods N. (2008) “Whose Aid? Whose Influence? China, Emerging Donors and the Silent Revolution in Development Assistance”, International Affairs, 84(6): 1205-1221



3 New Tools and Research Methods: Randomized Controlled Experiments Small steps instead of the big push? / Randomized controlled experiments / Immunization / Microfinance / Teacher incentives / Women empowerment / Critique



*Banerjee A.,



Duflo



E., Glennerster



R., Kothari D. (2010) “Improving



Immunisation Coverage in Rural India: Clustered Randomised Controlled Evaluation of Immunisation Campaigns With and Without Incentives”, British Medical Journal, 340:c2220 Banerjee A., Duflo E. (2009) “The Experimental Approach to Development Economics”, Annual Review of Economics, 1:151-78 Banerjee A., Duflo E., Glennerster R., Kinnan C. (2015) “The Miracle of Microfinance? Evidence from a Randomized Evaluation”, American Economic Journal: Applied Economics 7(1): 22–53 Deaton A. (2010) “Instruments, Randomization, and Learning About Development”, Journal of Economic Literature, 48: 424 – 455



Duflo E., Dupas P., Kremer M. (2015) “School Governance, Teacher Incentives, and PupilTeacher Ratios: Experimental Evidence from Kenyan Primary Schools”, Journal of Public Economics, forthcoming



4 Case Study: Sub-Saharan Africa Why is Sub-Saharan Africa still the poorest region on earth? / Institutions vs climate vs culture vs geography / Aid dependency / Civil war / Mobile phones and economic development / Rwanda: from interethnic conflict to a model developmental state?



*Acemoglu D, Robinson J. (2010) “Why is Africa Poor?”, Economic History of Developing Regions, 25(1): 21 – 50 Aker J., Mbiti I. (2010) “Mobile Phones and Economic Development in Africa”, Journal of Economic Perspectives, 24(3): 207-232 Akyeampong E., Bates R., Nunn N., Robinson J. (2014, eds.) Africa’s Development in Historical Perspective, Cambridge University Press Booth D., Golooba-Mutebi F. (2012) “Developmental Patrimonialism? The Case of Rwanda”, African Affairs, 111(444): 379-403 Crisafulli P., Redmond A. (2012) Rwanda, Inc.: How a Devastated Nation Became an Economic Model for the Developing World, Palgrave Macmillan Easterly W. (2008) “Can the West Save Africa?”, NBER working paper, No. 14363 Francois P., Rainder I., Trebbi F. (2013) “How Is Power Shared in Africa?”, working paper Herbst J. (2014, 2nd edition) States and Power in Africa: Comparative Lessons in Authority and Control, Princeton University Press Moyo D. (2010) Dead Aid: Why Aid is not Working and How there is Another Way for Africa, Penguin, chapters 1 – 4 Muto M., Yamano T. (2009) “The Impact of Mobile Phone Coverage Expansion on Market Participation: Panel Data Evidence from Uganda”, World Development, 37(12): 1887-1896



5 Industrial Policy: Success and Failure of State-Led Development Strategies Market failures / Industrial policy and catching-up / Late industrialization / Rent-seeking / Learning rents / Embedded autonomy / Patron-client relationships / State-business relations *Khan M. (2000) “Rents, Efficiency and Growth”, in Rents, Rent-Seeking and Economic Development: Theory and Evidence in Asia, Cambridge: Cambridge University Press, chapter 1



Todaro M., Smith S. (2012) Economic Development, chapter 12 Aghion P., Dewatripont M., Du L., Harrison A., Legros P. (2012) “Industrial Policy and Competition”, NBER working paper, No. 18048 Chang H. (2003) Kicking Away the Ladder: Developmental Strategy in Historical Perspective, London: Anthem Press Evans P. (1995) Embedded Autonomy: States and Industrial Transformation, Princeton: Princeton University Press Khan M. (1998) “Patron-Client Networks and the Economic Effects of Corruption in Asia”, European Journal of Development Research, 10(1): 15-39



6 Case Study: South vs North Korea Industrial policy in South Korea: why did it work? / Import substitution vs export promotion / Why did North Korea’s economic development strategies ultimately fail? / The influence of Japanese colonialism / Can other countries learn from South Korea?



*Kohli A. (1994) “Where do High Growth Political Economies Come From? The Japanese Lineage of Korea’s Developmental State”, World Development, 22(9), 1269-1293 Todaro M., Smith S. (2012) Economic Development, chapter 12 Amsden A. (1989) Asia’s Next Giant: South Korea and Late Industrialization, New York: Oxford University Press Byman D., Lind J. (2010) “Pyongyang’s Survival Strategy: Tools of Authoritarian Control in North Korea”, International Security, 35(1): 44-74



Cheng T., Haggard S., Kang D. (1998) ‘Institutions and Growth in Korea and Taiwan: The Bureaucracy’, The Journal of Development Studies, 34(6): 87-111



7 Finance and Development Balance of payment / Debt / Financial crises / Stabilization policies / IMF and World Bank / Foreign direct investment / Banks and the financial sector / Access to credit / Microfinance



*Levine R. (2005) “Finance and Growth: Theory and Evidence”, Handbook of Economic Growth, 1(A): 865-934 Todaro M., Smith S. (2012) Economic Development, chapters 13 & 14 Asongu S. (2013) “How has Mobile Phone Penetration Stimulated Financial Development in Africa?”, Journal of African Business, 14(1): 7-18 Besley T., Burchardi K., Ghatak M. (2012) “Incentives and the De Soto Effect”, The Quarterly Journal of Economics, 127(1): 237-282 De Soto H. (2000) The Mystery of Capital: Why Capitalism Triumphs in the West and Fails Everywhere Else, Richmond: Black Swan Greenwood J., Sanchez J., Wang C. (2013) “Quantifying the Impact of Financial Development on Economic Development”, Review of Economic Dynamics, 16(1): 194215 Karlan D., Morduch J. (2010) “Access to Finance”, Handbook of Development Economics, 5: 4703-4784 Rioja F., Valev N. (2004) “Finance and the Sources of Growth at Various Stages of Economic Development”, Economic Inquiry, 42(1): 127-140



8 Case Study: Russia vs China Bureaucratic incentives and the success of state-led development policies / How to measure bureaucratic incentives / Regional administrations and economic growth / State predation / Roving vs stationary bandits / Informal networks



*Li H., Zhou L. (2005) “Political Turnover and Economic Performance: The Incentive Role of Personnel Control in China”, Journal of Public Economics, 89: 1743-1762 Ledeneva A. (2008) “Blat and Guanxi: Informal Practices in Russia and China”, Comparative Studies in Society and History, 50(1): 118-144 Li H., Liu P., Zhang J., Ma J. (2007) “Economic Returns to Communist Party Membership: Evidence from Urban Chinese Twins”, The Economic Journal, 117: 15041520 Libman A., Kozlov V., Schultz A. (2012) ‘Roving Bandits in Action: Outside Option and Governmental Predation in Autocracies’, Kyklos, 65(4): 526-562 Reuter J., Robertson G. (2012) “Subnational Appointments in Authoritarian Regimes: Evidence from Russian Gubernatorial Appointments”, The Journal of Politics, 74(4): 1023-1037 Rochlitz M. (2013) “Corporate Raiding and the Role of the State in Russia”, PostSoviet Affairs, 30(2-3): 89-114 Rochlitz M., Kulpina V., Remington T., Yakovlev A. (2014) “Performance Incentives and Economic Growth: Regional Officials in Russia and China”, HSE Political Science Working Paper, BRP 18/PS/2014 Xu C. (2011) ‘The Fundamental Institutions of China’s Reforms and Development’, Journal of Economic Literature, 49(4): 1076-1151



9 Poverty, Inequality, Population Growth and Economic Development Inequality and Economic Growth / The Kuznets Curve / Population control / China’s onechild policy



*Cameron et al. (2013) “Little Emperors: Behavioral Impacts of China’s One-Child Policy”, Science, 339(6122): 953-957 Todaro M., Smith S. (2012) Economic Development, chapters 5 & 6 Beck T., Demirgüc-Kunt A., Levine R. (2007) “Finance, Inequality and the Poor”, Journal of Economic Growth, 12(1): 27-49 Dasgupta, P. (1995) “The Population Problem: Theory and Evidence”, Journal of Economic Literature, 33(4): 1879–1902 Easterly, W. (2007) “Inequality Does Cause Underdevelopment”, Journal of Development Economics 84(2): 755–776 Kremer, M. (1993) “Population Growth and Technological Change: One million B.C. to 1990”, Quarterly Journal of Economics, 108: 681–716



10 Human Capital in a Changing World: Health, Education and Urbanization Health and education / Democratization and investments into human capital / Urbanization and economic development / Urban transport infrastructure in the developing world / Cities of the future: Dongtan, Chengdu Tianfu, Tjanjin Eco-City, Masdar…



*Miguel E., Kremer M. (2004) “Worms: Identifying Impacts on Education and Health in the Presence of Treatment Externalities”, Econometrica, 72(1): 159-217 Todaro M., Smith S. (2012) Economic Development, chapters 7 & 8 AECOM (2010) Asia Beyond Growth: Urbanization in the World’s Fastest-Changing Continent, London: Thames and Hudson Ltd



Bloom D., Canning D., Fink G. (2008) “Urbanization and the Wealth of Nations”, Science, 319(5864): 772-775 Gret-Regamey A., Celio E., Klein T., Hayek U. (2013) “Understanding Ecosystem Services Trade-offs with Interactive Procedural Modeling for Sustainable Urban Planning”, Landscape and Urban Planning, 109(1): 107-116 Orazem P., King E. (2007) “Schooling in Developing Countries: The Roles of Supply, Demand and Government Policy”, Handbook of Development Economics, 4: 3475-3559 Stasavage D. (2005) “Democracy and Education Spending in Africa”, American Journal of Political Science, 49(2): 343-358
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