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Lecture 1: Introduction to Economics 270B

• Lecturer: Prof. Ted Miguel (emiguel@berkeley.edu)

Office hours: Thursday and Friday afternoons. Please 

email Elisa Cascardi (ecascardi@berkeley.edu) for a slot
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mailto:ecascardi@berkeley.edu
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Lecture 1: Introduction to Economics 270B

• Lecturer: Prof. Ted Miguel (emiguel@berkeley.edu)
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• Grader: Felipe Gonzalez 
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Lecture 1: Introduction to Economics 270B

• Lecturer: Prof. Ted Miguel (emiguel@berkeley.edu)

Office hours: Thursday and Friday afternoons. Please 

email Elisa Cascardi (ecascardi@berkeley.edu) for a slot

• Grader: Felipe Gonzalez 

(fgonzalez@econ.berkeley.edu) will hold extra 

discussion sections and office hours. Felipe’s office 

hours are Tuesdays 9-11am in Evans 630.

• bCourses page: syllabus, readings, assignments.
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Lecture 1: Introduction to Economics 270B

• Student introductions: Please tell us your name, 

department / university, year, and research focus …

AND

• Are you taking / have you taken the other courses in the 

development economics sequence (Econ 270A, 270C)?
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Lecture 1: Introduction to Economics 270B

• Other forums for development economics research:

-- Development economics seminar (Economics 271), 

Mondays 4-5:30pm, Evans 648

-- Development Student Lunch Workshop: Tuesdays 

12:30-1:30pm, Evans 648

-- ARE Dept. Seminar: Fridays 12-1:30pm, Giannini 201

-- Pacific Development (PacDev) Conference, Saturday 

March 21st (at U.C. San Diego this year)

-- Center of Evaluation for Global Action (CEGA)

-- Development Impact Lab (DIL)
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I. Overview of International Economic Development

Lecture 1: Understanding economic growth and development (1/26) 

Lecture 1B: Persistence of historical institutions and shocks 

(read during holiday week of 2/16)

Lecture 2: The Psychology of Poverty (2/2)

II. Human Capital in Economic Development

Lectures 3-4: Education (2/9, 2/23)

Lectures 5-7: Health and nutrition (3/2, 3/9, 3/16)

III. Political economy

Lectures 8-9: Democracy, Corruption and Development (3/30, 4/6)

(guest lectures by Prof. Fred Finan)

Lecture 10: Ethnic and Social Divisions (4/13)

Lectures 11-12: The Political Economy of Conflict (4/20, 4/27)
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• Prerequisites: Graduate economic theory, econometrics

• Grading:

Four referee reports – 40%

Two problem sets – 20%

Research proposal – 30%

Class participation – 10%

No final exam

• All readings are available on bCourses
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• All readings are available on bCourses
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• Prerequisites: Graduate economic theory, econometrics

• Grading:

Four referee reports – 40%

Two problem sets – 20%

Research proposal – 30%

Class participation – 10%

No final exam

• All readings are available on bCourses
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Any questions?
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(1) This Course 

(2) Development in human terms

(3) The “big picture”: Spolaore and Wacziarg [2013] 

(4) Recent global patterns: Chen and Ravallion [2010]

(5) Measuring wellbeing: Deaton [2005]

Lecture 1 outline
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World map, area weighted by 2011 population
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World map, area weighted by 2011 GDP

South Africa
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• Relevant themes:

(2) Development in human terms
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• Relevant themes:

Corruption

Poverty traps

Land/asset ownership inequality

Health

Efficiency wages

(2) Development in human terms
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• Relevant themes:

Corruption

Poverty traps

Land/asset ownership inequality

Health

Efficiency wages

Violent political conflict

Urban versus rural development

Population growth

Social (ethnic, religious) divisions

Others?

(2) Development in human terms
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• What are the key determinants of global development?

• Inputs (physical and human capital) as well as access to 
technology matter. But what determines these? 

(3) Spolaore and Wacziarg (2013, JEL)
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• What are the key determinants of global development?

• Inputs (physical and human capital) as well as access to 
technology matter. But what determines these? 

• Research has searched for ever deeper causes of 
development outcomes over the past two decades: 

Inputs  Policies, incentives  Institutions

• But what determines why certain places have institutions 
conducive to development while others do not?

(3) Spolaore and Wacziarg (2013, JEL)
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• Research on these “deep” causes has exploded, with 
large sub-literatures studying various potential factors:

 Geography; culture and informal institutions; 
historical events in the distant past (e.g., the rise of 
agriculture, the Slave Trade); and most recently genetic 
differences across populations (the focus of SW 2013)

(3) Spolaore and Wacziarg (2013, JEL)
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“Deep” factors

(i.e., geography, genes, historical migration)

Channel A

(i.e., institutions)

Channel B

(i.e., human capital, culture)

Proximate factors

(i.e., policies, incentives, investments)

Economic development
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Bloom and 

Sachs (1998)

Diamond 

(1997)
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• Research on these “deep” causes has exploded, with 
large sub-literatures studying various potential factors:

 Geography; culture and informal institutions; 
historical events in the distant past (e.g., the rise of 
agriculture, the Slave Trade); and most recently genetic 
differences across populations (the focus of SW 2013)

• The study of genetic factors is controversial: a naïve 
interpretation might lead to views on the “superiority” of 
some groups over others.

• This is the view that genetic characteristics have a direct 
impact on economic outcomes (e.g., discount rates)

(3) Spolaore and Wacziarg (2013, JEL)
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• SW (2009, 2013) have a different interpretation: they 
focus to barriers to the adoption of the institutions, 
norms and technologies that allow for economic 
development

• I.e., when factories in the UK revolutionized industrial 
production in the 18th century, was it easier for societies 
more “similar” to the British to adopt their new approach?

• In this view, genetic similarity / difference across 
groups is a proxy for a range of cultural norms, “deep” 
values, and perspectives that differ across societies. 

• They do not estimate a direct genetic effect.

(3) Spolaore and Wacziarg (2013, JEL)
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“Historically rooted differences may generate barriers—e.g., via cultural, 

racial, and ethnic bias, discrimination, mistrust, and miscommunication—

hindering interactions between populations that could result in a quicker 

diffusion of productivity-enhancing innovations across populations.” (p. 

352)
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Genetic distance, FST ,

captures length of time

since two populations

became separated. 

(In practice, use expected 

genetic distance across 

two populations, given

population origins.)
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Zooming in on

African populations
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Zooming in on 

Middle East, 

Europe
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• Strong evidence for persistence of a wide range of 
cultural traits across generations, historically (e.g., 
Alesina, Giuliano and Nunn 2013 on gender attitudes, 
Clark 2007 on attitudes towards work in early modern 
England) to the present-day immigrants to the U.S. 
(Fernandez and Fogli 2009 on fertility outcomes)

(3) Spolaore and Wacziarg (2013, JEL)
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• Can societies that are very “different” from wealthy 
societies ever hope to develop? Yes for several reasons:

(3) Spolaore and Wacziarg (2013, JEL)
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• Can societies that are very “different” from wealthy 
societies ever hope to develop? Yes for several reasons:

1) The existence of persistence does not mean perfect 
deterministic persistence: the R2 in these regressions is 
always far less than 1.

 The economic record is full of sharp “turnarounds”:

• E.g., China was an economic basket case from 1700-
1978 but has had the world’s fastest growth since then; 
Sub-Saharan Africa had negative growth from 1975-
2000 but rapid growth since then, etc.

• Local “models” can be used to bridge learning gaps, e.g., 
Japanese industrialization a model for the rest of Asia.

(3) Spolaore and Wacziarg (2013, JEL)
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• Can societies that are very “different” from wealthy 
societies ever hope to develop? Yes for several reasons:

1) The existence of persistence does not mean perfect 
deterministic persistence: the R2 in these regressions is 
always far less than 1.

2) Cultural norms, institutions and other social outcomes 
are the product of human action and can be modified 
over time (i.e., through mass public education)

3) The barriers to transmission of new ideas that promote 
development are falling over time in the era of the 
internet, common languages (Table 9)

• Other perspectives?

(3) Spolaore and Wacziarg (2013, JEL)
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Further thoughts on SW 2013?

Now onto something more mundane –

Can we even measure levels of economic development?
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• Estimates poverty measures in developing countries 

during 1981-2005, using the latest household survey 

data (HHS), national accounts (NAS) and price data (for 

purchasing power parity, PPP, adjustment)

-- Latest in a long line of papers that quantify global 

development, poverty, inequality (Sala-i-Martin 2006, 

Jones 1997, Ravallion, Datt, van de Walle 1991, etc.)

(4) Global Patterns: Chen and Ravallion (2010, QJE)
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• Estimates poverty measures in developing countries 

during 1981-2005, using the latest household survey 

data (HHS), national accounts (NAS) and price data (for 

purchasing power parity, PPP, adjustment)

-- Latest in a long line of papers that quantify global 

development, poverty, inequality (Sala-i-Martin 2006, 

Jones 1997, Ravallion, Datt, van de Walle 1991, etc.)

• Has global poverty fallen in recent decades – or not?

-- A controversial, politicized issue. Have widespread 

recent “market reforms” (e.g., China, India, Latin 

America) since the 1980s reduced poverty?

(4) Global Patterns: Chen and Ravallion (2010, QJE)
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• The two main innovations are: (i) use of a large number 

of household surveys (675 surveys from 115 countries), 

and most importantly, (ii) new PPP prices from the 2005 

International Comparison Program (ICP) that included 

China and India for the first time.

• Over 90% of the population of low and middle income 

countries were surveyed within two years of 2005.

(4) Global Patterns: Chen and Ravallion (2010, QJE)
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• The two main innovations are: (i) use of a large number 

of household surveys (675 surveys from 115 countries), 

and most importantly, (ii) new PPP prices from the 2005 

International Comparison Program (ICP) that included 

China and India for the first time.

• Over 90% of the population of low and middle income 

countries were surveyed within two years of 2005.

• 1.23 million households were interviewed in surveys for 

these 2005 poverty estimates alone. (!!)

• The World Bank Living Standards Measurement Study 

(LSMS) project, launched in the 1980s, and successor 

efforts have really borne fruit over the past few decades

(4) Global Patterns: Chen and Ravallion (2010, QJE)
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• National accounts system (NAS) data and household 

survey (HHS) data have yielded very different estimates 

regarding global income trends. Which is correct?

-- Chen and Ravallion (2010) combine both data sources 

in their “mixed method” estimates (discussed next), 

which has a long tradition in development economics

• This has major implications for our understanding of the 

impact of economic reforms in China and especially in 

India, where the NAS vs. HHS gap is particularly large

• Studying these measures also sheds light on data quality 

across regions

(5) Deaton (2005, REStat)
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Ratio of means from household surveys vs. national accounts
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• Weaknesses of household survey (HHS) data:

1) Surveys often (but not always) fail to include the rental 

value of owner-occupied housing 

2) Government services and NGO / non-profit related 

consumption activities are typically missed in HHS but 

captured (at least in theory) in NSA measures 

(5) Deaton (2005, REStat)
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• Weaknesses of household survey (HHS) data:

1) Surveys often (but not always) fail to include the rental 

value of owner-occupied housing 

2) Government services and NGO / non-profit related 

consumption activities are typically missed in HHS but 

captured (at least in theory) in NSA measures 

3) Survey non-response / non-compliance / coverage, 

likely correlated with household income

4) Recall periods (i.e., 1 week vs. 1 month) have a major 

impact on reported consumption levels 

5) The disaggregation of survey items has an impact

6) The identity of the survey respondent matters

(5) Deaton (2005, REStat)
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• Weaknesses of national accounts system (NAS) data:

1) Household / informal sector production is partially 

missed in national accounts

2) Illegal / regulated activities (e.g., smuggling) may be 

systematically missed in the national accounts data 

3) The construction of NAS data often uses outdated and 

poorly measured official statistics, input-output tables, 

and estimated crop yields

(5) Deaton (2005, REStat)
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• Weaknesses of national accounts system (NAS) data:

1) Household / informal sector production is partially 

missed in national accounts

2) Illegal / regulated activities (e.g., smuggling) may be 

systematically missed in the national accounts data 

3) The construction of NAS data often uses outdated and 

poorly measured official statistics, input-output tables, 

and estimated crop yields

Do NAS (HHS) provide upper (lower) bounds on growth? 

Do rescaling approaches (as in Sala-i-Martin 2006, and 

others) overstate global poverty reduction? Probably…

(5) Deaton (2005, REStat)
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• Different ways to compute global poverty:

(1) Survey-based method: relies exclusively on HHS data 

rather than NAS data (Ravallion’s earlier work)

(2) Rescaling method: uses NAS data for mean income, 

HHS for dispersion. NAS aggregates are arguably more 

reliable (i.e., should include government transfers, 

owner-occupied rents) but have other limitations. See 

Sala-i-Martin (2006).

(3) Mixed method: Combines NAS and HHS consumption 

data in a Bayesian approach. Modeling consumption as 

log-normal, use the geometric mean of NAS (actually, 

predicted survey consumption conditional on NAS) and 

HHS mean consumption (basically)

(4) Global Patterns: Chen and Ravallion (2010, QJE)
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• Different ways to compute global poverty:

(1) Survey-based method: relies exclusively on HHS data 

rather than NAS data (Ravallion’s earlier work)

(2) Rescaling method: uses NAS data for mean income, 

HHS for dispersion. NAS aggregates are arguably more 

reliable (i.e., should include government transfers, 

owner-occupied rents) but have other limitations. See 

Sala-i-Martin (2006).

(3) Mixed method: Combines NAS and HHS consumption 

data in a Bayesian approach. Modeling consumption as 

log-normal, use the geometric mean of NAS (actually, 

predicted survey consumption conditional on NAS) and 

HHS mean consumption (basically)

(4) Global Patterns: Chen and Ravallion (2010, QJE)
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• Another way forward: use the density of lights (measured 

by satellites at night) as a proxy for economic activity

• Recent work has found a very strong correlation with 

GDP (Henderson, Storeygard and Weil 2012, AER)

• Advantages:

1) Available globally, even for countries with poor or non-

existent national accounts and survey data

2) Allows for sub-national measures

3) Measured at higher frequency than other sources

(4) Global Patterns: a “bright” new approach
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• How to define poverty?

-- What poverty threshold level to use?

-- The US$1 per day  figure is popular in policy 

discussions for capturing “extreme poverty”, and 

corresponds closely to the current poverty line in India.

-- The US$1.25 per day figure corresponds to the 

average poverty line in the world’s 15 poorest countries 

(almost all of these are in Sub-Saharan Africa).

-- US$2 per day corresponds to the median poverty line 

among all low and middle income countries.

-- Poverty headcount (% below the line) vs. poverty gap 

(1 – Avg. consumption of the poor / the poverty line)

(4) Global Patterns: Chen and Ravallion (2010, QJE)
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• Issues and limitations:

• Different numbers of surveys in each country, but good 

coverage: 101 of 115 countries with multiple rounds

• For countries with no surveys in a certain year “window”, 

the “neighboring region” average (e.g., Sub-Saharan 

Africa, Latin America/Caribbean, etc.) is used

• Roughly two thirds are consumption surveys (arguably 

preferable, discussed later), and the rest measure 

household income (mainly in Latin America). 

(4) Global Patterns: Chen and Ravallion (2010, QJE)
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• Issues and limitations:

• Different numbers of surveys in each country, but good 

coverage: 101 of 115 countries with multiple rounds

• For countries with no surveys in a certain year “window”, 

the “neighboring region” average (e.g., Sub-Saharan 

Africa, Latin America/Caribbean, etc.) is used

• Roughly two thirds are consumption surveys (arguably 

preferable, discussed later), and the rest measure 

household income (mainly in Latin America). 

• Weak household survey coverage for both Sub-Saharan 

Africa and Eastern Europe / Central Asia before 1990

• The quality of Chinese data in the 1980s is suspect

• Reliable poverty numbers only from 1990 to 2005?

(4) Global Patterns: Chen and Ravallion (2010, QJE)
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“Extreme” poverty in China: 73%  8%, in Africa: 42%  40%
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Ratio of the sum of population

(ages 0–14 and 65+) / (ages 15–64)

East Asia median age = 32 years

SSA median age = 19 years



Economics 270B: Lecture 1 72



Economics 270B: Lecture 1 73



Economics 270B: Lecture 1 74



Economics 270B: Lecture 1 75

Sub-Saharan Africa per capita income (2012), US$2,010 (PPP)
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East Asia: 6% compounded over 

28 years = Total growth of 511% SSA: -0.7% compounded 

= Total growth of -18%
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Whiteboard
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• For next week’s lecture, please focus on the Haushofer 

and Shapiro (2013) and Mani et al (2013) articles, but 

also read the short piece by Haushofer and Fehr (2014).

• Building on this week’s lecture, please read the articles 

for Lecture 1B during the President’s Day holiday week. 

These dive more deeply into the question of historical 

shocks and persistence, focusing on the specific case of 

African development.

• The first problem set is due in two weeks (February 9th), 

on the Frank Schilbach article. (He is giving a job talk at 

Berkeley on Friday.)

Next week


