
14.772 Development Economics: Macroeconomics 
Spring 2017 Part II 

 
Lectures:  Tuesdays and Thursdays 2:30-4:00 (E51-151) 
 
Recitations:  Thursdays 12:00-1:00 (E51-393) 
 
Instructor:  Robert Townsend. E52-538, rtownsen@mit.edu 
 Office hours: Immediately after class 
 
Michael Kramer is giving guest lectures on May 9, May 11, May 16, and May 18 
 
Teaching Assistant:   Yu Shi. E52-586, yshi25@mit.edu 
      
  
Website: http://stellar.mit.edu/S/course/14/sp16/14.772/index.html 
 
 
Contents: 
The course shows how contract and general equilibrium theory can help our understand-
ing of the functioning of financial markets, financial access and individual welfare. We 
emphasize in particular how theory puts testable restrictions on data and on policy impli-
cations, guidance for intervention.  
 
 
Requirements: 
The grade will be based on class participation (15%), three problem sets (40%) and a dis-
cussion of a paper in class with write up due after generals, in the summer (45%). 

The discussion should consist of a summary of the key contribution of the paper and a 
critical assessment of its strengths or shortcomings. Students are strongly encouraged to 
present preliminary robustness checks, improvements or extensions as part of the critical 
assessment. The summary of the paper should be less than a third of the presentation. Fi-
nal paper will be due on June 25, 2017.  

The discussions will take place during the class of May 2, May 4, and the recitation of 
May 4. Each discussion will be allocated a 30-min slot.  
 

 Lecture 14.772 Topic 

4-Apr 1 INTRODUCTION + Risk Sharing Overview 

6-Apr 2 Risk Sharing (II) 



6-Apr Rec 1  

11-Apr 3 Risk	Sharing	(III)	

13-Apr 4 Obstacles 

13-Apr Rec 2  

18-Apr No Class  

20-Apr 5 Village Fund 

20-Apr Rec 3  

25-Apr 6 Measurement	

27-Apr 7 Structural	Models	

27-Apr Rec 4  

2-May 8 STUDENT	PRESENTATIONS	

4-May 9 STUDENT	PRESENTATIONS	

4-May Rec 5 STUDENT PRESENTATIONS 

9-May 10 MICHAEL	KREMER	(I)	

11-May 11 MICHAEL	KREMER	(II)	

11-May Rec 6  



16-May 12 MICHAEL	KREMER	(III)	

18-May 13 MICHAEL	KREMER	(IV)	

 
 
  



Reading List: 
 

Topic 1: Risk Sharing 
Risk Sharing    
 
*Alem, M. and Townsend, R.M., 2014. An evaluation of financial institutions: Impact on con-

sumption and investment using panel data and the theory of risk-bearing. Journal of 
econometrics, 183(1), pp. 91-103.  

Altonji, J.G., Hayashi, F. and Kotlikoff, L.J., 1992. Is the Extended Family Altruistically Linked? 
Direct Tests. The American Economic Review, 82(5), p.1177.  

Altug, S. and Miller, R.A., 1990. Household choices in equilibrium. Econometrica: Journal of the 
Econometric Society, pp. 543-570.  

Angelucci, M. and De Giorgi, G., 2006. Indirect effects of an aid program: The case of Progresa 
and consumption.  

Asdrubali, Pierfederico, Bent E. Sorensen, and Oved Yosha (1996) "Channels of Interstate Risk 
Sharing: United States 1963-1990." The Quarterly Journal of Economics, 111 (4): 1081-
1110 

Attanasio, O. and Davis, S.J., 1996. Relative Wage Movements and the Distribution of Consump-
tion. Journal of Political Economy, pp. 1227-1262.  

Attanasio, O., Meghir, C. and Mommaerts, C., 2015. Insurance in extended family networks (No. 
w21059). National Bureau of Economic Research. 

Attanasio, O. P., Meghir, C., & Santiago, A. (2012). Education choices in Mexico: using a struc-
tural model and a randomized experiment to evaluate Progresa. The Review of Economic 
Studies, 79(1), 37-66. 

Auclert, A., 2014. Monetary policy and the redistribution channel. Unpublished Manuscript, 
Massachusetts Institute of Technology.  

Blundell, R., Pistaferri, L. & Preston, I., 2008. Consumption Inequality and Partial Insurance. The 
American Economic Review, 98(5), pp.1887–1921. 

Borovička, J., Hansen, L. P. And Scheinkman, J. A. (2016), Misspecified Recovery. Forthcoming, 
Journal Of Finance. 

Campbell, John, and Angus Deaton. “Why is Consumption So Smooth?”  Review of Economic 
Studies , 56, pp. 357-74.   

Chan et al. (2011) “Regional capital mobility in China: 1978.” Journal of International Money 
and Finance, 30 (7): 1506–1515. 

Chandrasekhar, A.G., Townsend, R. and Xandri, J.P., 2013. Network Financial Centrality and the 
Price of Personalized Debt.  

*Chiappori, Pierre-Andre, Krislert Samphantharak, Sam Schulhofer-Wohl and Robert M. Town-
send (2014) “Heterogeneity and Risk Sharing in Village Economies.” Quantitative Eco-
nomics, 5 (1, March): 1–27.  

Clavijo, J., 2013. Risk Capital Allocation for a Guarantee Fund in a Central Counterparty Clear-
ing.  

Cochrane, J.H., 1991. A simple test of consumption insurance. Journal of political economy, pp. 
957-976.  

Cole, Shawn, Xavier Giné, Jeremy Tobacman, Petia Topalova, Robert Townsend, and James 
Vickery (2013) "Barriers to Household Risk Management: Evidence from India." Ameri-
can Economic Journal: Applied Economics, 5(1): 104-135. 

Deaton, A. (1990) “On risk, insurance, and intra-village smoothing,” mimeo, Princeton Universi-
ty. 

Deaton, A. and C. Paxson (1994), “Intertemporal Choice and Inequality”, Journal of Political 
Economy, Vol. 102, No. 3, pp. 437-467. 



Dekle, Robert (1996). "Saving-investment associations and capital mobility: On the evidence 
from Japanese regional data," Journal of International Economics, 41(1-2): 53-72. 

Diamond, P. (1967) "The Role of a Stock Market in a General Equilibrium Model with Techno-
logical Uncertainty," American Economic Review,  LVII (4), September 1967, 759-776 

Fama. Efficient capital markets: Ii. 1991. 
Feldstein, Martin; Horioka, Charles (1980), "Domestic Saving and International Capital Flows", 

Economic Journal, 90 (358): 314–329 
Friedman, Milton. The methodology of positive economics. 1953. 
Greenwood, J. and Jovanovic, B., 1990. Financial Development, Growth, and the Distribution of 

Income. The Journal of Political Economy, 98(5 Part 1).  
Hayashi, Fumio, Joseph Altonji, and Laurence Kotlikoff. "Risk-Sharing between and within Fam-

ilies." Econometrica 64, no. 2 (1996): 261-94. 
Heathcote, J., Storesletten, K. and Violante, G.L., 2014. Consumption and Labor Supply with 

Partial Insurance: An Analytical Framework. American Economic Review, 104(7), pp. 
2075-2126.  

Jayachandran, Seema (2006) “Selling  Labor  Low:   Wage  Responses  to  Productivity  Shocks  
in  Developing  Countries,” Journal of Political Economy, 114(3), June 2006, pp. 538-
575 

Kalemli-Ozcan, Sebnem, Bent E. Sørensen and Oved Yosha. 2003. "Risk Sharing and Industrial 
Specialization: Regional and International Evidence ." American Economic Review, 
93(3): 903-918. 

Kaplan, G. & Violante, G.L., 2010. How Much Consumption Insurance Beyond Self-Insurance? 
American Economic Journal: Macroeconomics, 2(4), pp.53–87. 

* Kinnan, C. and Townsend, R., 2012. Kinship and financial networks, formal financial access, 
and risk reduction. The American Economic Review, pp. 289-293.  

Lim, Youngjae and R.M. Townsend (1988) “General Equilibrium Models of Financial Systems: 
Theory and Measurement in Village Economies,” Review of Economic Dynamics, 1 (1): 
59-118.   

Mace, B., 1991. Consumption volatility: borrowing constraints or full insurance. Journal of Polit-
ical Economy, 99(5), pp. 928-956.  

Mobarak, A.M. and Rosenzweig, M., 2014. Risk, insurance and wages in general equilibrium 
(No. w19811). National Bureau of Economic Research.  

Paweenawat, A. and Townsend, R.M., 2012. Village Economic Accounts: Real and Financial 
Intertwined. The American Economic Review, 102(3), pp. 441-446.  

* Samphantharak, K. and Townsend, R., 2013. Risk and return in village economies (No. 
w19738). National Bureau of Economic Research.  

Sanders, A.B. and Slawson, V.C., 2005. Shared appreciation mortgages: Lessons from the UK. 
Journal of Housing Economics, 14(3), pp. 178-193.  

Schulhofer-Wohl, S., 2011. “Heterogeneity and Tests of Risk Sharing” Journal of Political Econ-
omy, 119(5), pp. 925–958.  

Shiller, R.J. and West, K.D., 1995. Macro markets: Creating institutions for managing society's 
largest economic risks. Journal of Economic Literature, 33(3), pp. 1359-1360.  

Sinn, Stefan. (1992) "Saving-Investment Correlations and Capital Mobility: On the Evidence 
from Annual Data." The Economic Journal, 102 (414): 1162-170. 

Sripakdevong, P. and Townsend, R. M., 2012. "Bridge Loans and Risk Sharing in the Village 
Money Market." Working paper.  

Suri, T., 2011. Estimating the extent of local risk sharing between households. Working Paper.  
*Tazhibayeva, K. and Townsend, R.M., 2012. The Impact of Climate Change on Rice Production: 

heterogeneity and uncertainty.  
* Townsend, R.M., 1994. Risk and insurance in village India. Econometrica: Journal of the 

Econometric Society, pp. 539-591.  



Townsend, R.M., 1995. Consumption insurance: An evaluation of risk-bearing systems in low-
income economies. The Journal of Economic Perspectives, pp. 83-102.  

Wilson, R., 1968. The theory of syndicates. Econometrica: journal of the Econometric Society, pp. 
119-132.  

 
http://www.cmegroup.com/trading/weather/    
https://en.wikipedia.org/wiki/Contingent_convertible_bond   
https://en.wikipedia.org/wiki/Shared_appreciation_mortgage   
https://en.wikipedia.org/wiki/Mutual_insurance   
http://www.nytimes.com/2015/05/03/magazine/want-a-steady-income-theres-an-app-for-

that.html?_r=1 
https://en.wikipedia.org/wiki/Fixed_income  
https://en.wikipedia.org/wiki/Mortgage_loan  
 
Theory and Economic Science   
 
Adao, Rodrigo, Arnaud Costinot, and Dave Donaldson. Nonparametric Counterfactual Predic-

tions in Neoclassical Models of International Trade. No. w21401. National Bureau of 
Economic Research, 2015. 

Angrist and Imbens (1994), “Identification and Estimation of Local Average Treatment Effects,” 
Econometrica, Vol. 62, No. 2 (1994), pp. 467-475. 

Angrist and Pischke (2010), “The Credibility Revolution in Empirical Economics: How Better 
Research Design is Taking the Con out of Econometrics” (No. w15794). National Bureau 
of Economic Research. 

Belloni, Alexandre, Victor Chernozhukov, and Christian Hansen. “High-dimensional methods 
and inference on structural and treatment effects.” The Journal of Economic Perspectives 
28.2 (2014): 29-50. 

Chiappori, Ekeland, Kuubler and Polemarchakis (2004), “Testable Implications of General Equi-
librium Theory: a Differentiable Approach,” Journal of Mathematical Economics Vol. 
40, No. 1 (2004), pp. 105-119. 

Chipman, John S. “The contributions of Ragnar Frisch to economics and econometrics.” Econo-
metric Society Monographs 31 (1998): pp. 58-110. 

Friedman, Milton. The methodology of positive economics. 1953. 
Gabaix, Xavier. “A Sparsity-Based Model of Bounded Rationality*.” Quarterly Journal of Eco-

nomics 129, 4 (2014). 
Koopmans (1947), “Measurement without theory,” The Review of Economics and Statistics, Vol. 

29, No. 3 (1947), pp. 161-172. 
Kuhn. The structure of scientic revolutions. 1962. 	
Lucas Jr, Robert E. “Understanding business cycles,” Carnegie-Rochester Conference Series on 

Public Policy Vol. 5, North-Holland, 1977. 
Matzkin, Rosa, “Nonparametric Identification.” Handbook of Econometrics 6 (2007): 5307-5368. 
Mitchell, Wesley Clair. Business cycles. Vol. 3. University of California Press, 1913. 
Nakamura, Emi, Jsef Sigurdsson, and Jon Steinsson (2016), “The Gift of Moving: Intergenera-

tional Consequences of a Mobility Shock”, Working Paper. 
Popper, Karl. The Logic of Scientific Discovery. 1959. 
Simon. Fitness requirements for scientific theories. 1983. 
Yagan, Danny (2016), “The Enduring Employment Impact of Your Great Recession Location”, 

Working paper. 
 
 
 



Macro and Labor Supply 
 
Bonhomme, S., Chiappori, P.A., Townsend, R.M. and Yamada, H., 2012. Sharing wage risk. 

manuscript, Massachusetts Institute of Technology.  
Chang, Yongsung, and Sun-Bin Kim. 2006. “From Individual to Aggregate Labor Supply: A 

Quantitative Analysis Based on a Heterogeneous Agent Macroeconomy.” International 
Economic Review, 47:1–27.  

Chetty, Raj, Adam Guren, Day Manoli, and Andrea Weber “Are Micro and Macro Labor Supply 
Elasticities Consistent? A Review of Evidence on the Intensive and Extensive Margins”, 
American Economic Review Papers and Proceedings 101: 471-75, 2011.  

Hansen, Gary D. “Indivisible labor and the business cycle”, Journal of Monetary Economics, 
Volume 16, Issue 3, November 1985, Pages 309-327.  

Ljunqvist, Lars and Thomas Sargent, “Career Length: Effects of Curvature of Earnings Profiles, 
Earnings Shocks, Taxes, and Social Security”, Working Paper, August 2011.  

Prescott, Edward C. 2002. “Prosperity and Depression,” American Economic Review 92:1–15.  
Rogerson, Richard “Indivisible labor, lotteries and equilibrium”, Journal of Monetary Economics, 

Volume 21, Issue 1, January 1988, Pages 3-16.  
 
Incomplete Markets View of Smoothing   
 
D Krueger, Fabrizio Perri (2010), “How do households respond to income shocks?”, Working 

Paper University of Pennsylvania 
Blundell, R., Pistaferri, L. & Preston, I., 2008. Consumption Inequality and PartialInsurance. The 
American Economic Review, 98(5), pp.1887–1921. 
Kaplan, G. & Violante, G.L., 2010. How Much Consumption Insurance Beyond Self-Insurance? 

American Economic Journal: Macroeconomics, 2(4), pp.53–87.  
A Deaton, C Paxson (1994), “Intertemporal Choice and Inequality”, Journal of Political Econo-

my, Vol. 102, No. 3, pp. 437-467. 
  
 
 
 

Topic 2 - Obstacles 
 
Private Information and Limited Commitment 
 
Aghion, P. and Bolton, P., 1997. A theory of trickle-down growth and development. The Review 

of Economic Studies, 64(2), pp. 151-172.  
Berlin M., Mester L. 1999. “Deposits and Relationship Lending” The Review of Financial Studies. 

vol. 12(3) pp. 579-607  
Blundell, Richard, Pierre-André Chiappori, and Costas Meghir (2005) "Collective Labor Supply 

with Children." Journal of Political Economy, 113 (6): 1277-306. 
Doepke, M. and Townsend, R.M., 2006. Dynamic mechanism design with hidden income and 

hidden actions. Journal of Economic Theory, 126(1), pp. 235-285  
Duffie, D. and Zhu, H., 2015. Size discovery (No. w21696). National Bureau of Economic Re-

search.  
Duflo, Esther “Grandmothers and Granddaughters: Old Age Pension and Intra-household Alloca-

tion in South Africa,” World Bank Economic Review 17(1): 1-25, 2003. 
Evans, D.S. and Jovanovic, B., 1989. An estimated model of entrepreneurial choice under liquidi-

ty constraints. The Journal of Political Economy, pp. 808-827.  



Fleming, M. and Nguyen, G., 2013. Order Flow Segmentation and the Role of Dark Trading in 
the Price Discovery of US Treasury Securities. Working Paper  

Green E., Oh S. 1991. “Can a Credit Crunch be Efficient: A Bleak Outlook for the U.S. Economy” 
Federal Reserve Bank of Minneapolis Quarterly Review, vol. 15(4)  

Green, E.J. and Oh, S.N., 1991. Contracts, constraints and consumption. The Review of Economic 
Studies, 58(5), pp. 883-899.  

Guinnane, T., 1998. Financial Intermediation for Poor People: The Development of Germany’s 
Credit Cooperatives, 1850–1914.  

* Karaivanov, A. and Townsend, R.M., 2014. Dynamic financial constraints: Distinguishing 
mechanism design from exogenously incomplete regimes. Econometrica, 82(3), pp. 887-
959.  

* Karaivanov, Alexander. J Saurina, RM Townsend "Family Firms, Bank Relationships and Fi-
nancial Constraints: A Comprehensive Score Card1." (2016).	

Kirk, A.M., McAndrews, J., Sastry, P. and Weed, P., 2014. Matching collateral supply and fi-
nancing demands in dealer banks. Economic Policy Review, Forthcoming.  

Kocherlakota, N.R., 1996. Implications of efficient risk sharing without commitment. The Review 
of Economic Studies, 63(4), pp. 595-609.  

Ligon, E., Thomas, J.P. and Worrall, T., 2002. Informal insurance arrangements with limited 
commitment: Theory and evidence from village economies. The Review of Economic 
Studies, 69(1), pp. 209-244.  

Paulson, A.L. and Townsend, R., 2004. Entrepreneurship and financial constraints in Thailand. 
Journal of Corporate Finance, 10(2), pp. 229-262.  

Paulson, A.L., Townsend, R.M. and Karaivanov, A., 2006. Distinguishing limited liability from 
moral hazard in a model of entrepreneurship. Journal of political Economy, 114(1), pp. 
100-144.  

Prescott, E. S. (1999). A primer on moral-hazard models. FRB Richmond Economic Quarterly 
85(1), 47–77.  

Prince, R. A., May 16th 2014. What is Wealth Management? Forbes.  
Townsend R., Yaron J. 2001. “The Credit Risk-Contingency System of an Asian Development 

Bank” Federal Reserve Bank of Chicago Economic Perspectives, 3Q 2001  
Townsend, R.M., 1979. Optimal contracts and competitive markets with costly state verification. 

Journal of Economic theory, 21(2), pp. 265-293.  
Townsend, R.M., 1982. Optimal multiperiod contracts and the gain from enduring relationships 

under private information. The Journal of Political Economy, pp. 1166-1186.  
Townsend, R.M., 1988. Information constrained insurance: the revelation principle extended. 

Journal of Monetary Economics, 21(2), pp. 411-450.  
Zhu, H., 2013. Do dark pools harm price discovery? Review of Financial Studies.  
http://www.investopedia.com/terms/e/etf.asp  
 
  

Topic 3 – Village Funds 
 
* Kaboski, J. and R.M. Townsend (2012), “The Impact of Credit on Village Economies.” Ameri-

can Economic Journal: Applied Economics, 4(2): 98-133.  
* Kaboski, J. and R.M. Townsend (2011), “A Structural Evaluation of a LargeScale Quasi-

Experimental Microfinance Initiative,” Econometrica 79(5), September 2011: 1357-1406.  
Townsend, R.M. and S. Urzua, “Measuring the Impact of Financial Intermediation: Linking Con-

tract Theory to Econometric Policy Evaluation,” Macroeconomic Dynamics, 13 (S2) 268-
316, 2009. 

Banerjee, A., Breza, E., Duflo, E., & Kinnan, C. (2015). Do credit constraints limit entrepreneur-
ship? Heterogeneity in the returns to microfinance. faculty. wcas. northwestern. edu. 



Todd, P. E., & Wolpin, K. I. (2006). Assessing the impact of a school subsidy program in Mexi-
co: Using a social experiment to validate a dynamic behavioral model of child schooling 
and fertility. The American economic review, 96(5), 1384-1417. 

Attanasio, O. P., Meghir, C., & Santiago, A. (2012). Education choices in Mexico: using a struc-
tural model and a randomized experiment to evaluate Progresa. The Review of Economic 
Studies, 79(1), 37-66. 

 * Ru H., and Townsend R.M., 2015. Narrowing the GAP: the Costly State Verification Regime 
in Rural Thailand 

 
 

	
Topic 4- Measurement 

 
Measurement, mapping the financial system   
 
Pawasutipaisit, A. and Townsend, R.M., 2011. Wealth accumulation and factors ac-

counting for success. Journal of econometrics, 161(1), pp.56-81. 
*Paweenawat, A. and Townsend, R.M., 2012. Village Economic Accounts: Real and Fi-

nancial Intertwined. The American Economic Review, 102(3), pp.441-446. 
*Samphantharak, K. and Townsend, R.M., 2009. Households as Corporate Firms: An 

Analysis of Household Finance Using Integrated Household Surveys and Corpo-
rate Financial Accounting. Cambridge University Press. 

Samphantharak, K. and Townsend, R.M., 2012. Measuring the return on household en-
terprise: What matters most for whom?. Journal of development economics, 98(1), 
pp.58-70. 

*Samphantharak, Krislert, Scott Schuh, and Robert M Townsend. 2016. “Integrated 
Household Financial Surveys: An Assessment and Evaluation of U.S. Methods.” 

Agueci, P., Alkan, L., Copeland, A.M., Davis, I., Martin, A., Pingitore, K., Prugar, C. and 
Rivas, T., 2014. A primer on the GCF Repo® Service. FRB of New York Staff Re-
port, (671). 

Asdrubali, P., Sorensen, B.E. and Yosha, O., 1996. Channels of interstate risk sharing: 
United States 1963-1990. Quarterly Journal of Economics: 1081-1110. 

Baker, S.R., 2015. Debt and the consumption response to household income shocks. 
Available at SSRN. 

Barattieri, A., Eden, M. and Stevanovi, D., 2013. The connection between Wall Street 
and Main Street: measurement and implications for monetary policy. World Bank 
Policy Research Working Paper, (6667). 

Bech, M.L. and Atalay, E., 2010. The topology of the federal funds market. Physica A: 
Statistical Mechanics and its Applications, 389(22), pp.5223-5246. 

Brainard, W.C. and Tobin, J., 1968. Pitfalls in financial model building. The American 
Economic Review, pp.99-122. 

Carpenter, S., Demiralp, S., Ihrig, J. and Klee, E., 2015. Analyzing Federal Reserve asset 
purchases: From whom does the Fed buy? Journal of Banking & Finance, 52, 
pp.230-244. 

Chari V. V., 2012. A Macroeconomist's Wish List of Financial Data. Mimeo. 
Christiano, L., Motto, R. and Rostagno, M., 2010. Financial Factors in Economic Fluctu-

ations. European Central Bank Working Paper Series. 



Choi, J. and Shachar, O., 2013. Did Liquidity Providers Become Liquidity Seekers?. 
Working Paper. 

Feldstein, M., and Horioka, C.,1980. Domestic savings and international capital flows. 
Economic Journal90(June):314-329. 

Green C. J. and Moore, T., 2012. Empirical Application of a Flow of Funds Model for 
India. CFP Flow of Funds Accounts and Savings Workshop 

Guerrieri, V. and Lorenzoni, G., 2011. Credit crises, precautionary savings, and the li-
quidity trap (No. w17583). National Bureau of Economic Research. 

Livshits, I., MacGee, J. and Tertilt, M., 2007. Consumer bankruptcy: A fresh start. The 
American Economic Review, pp.402-418. 

Morse, A., 2015. Peer-to-Peer Crowdfunding: Information and the Potential for Disrup-
tion in Consumer Lending. NBER Working Paper, (w20899). 

Samphantharak, K., 2006. Internal capital markets in business groups. Available at SSRN 
975562. 

Srivisal, N., 2014. Essays in Financial Economics. Chapter 1: Noteworthy Microeconom-
ic Impacts of Macroeconomic Shocks: A Case Study of Monetary Policy Shocks 
on Rural Thailand Economies. Dissertation University of Chicago. 

Tobin, J. and Brainard, W.C., 1963. Financial intermediaries and the effectiveness of 
monetary controls. The American Economic Review, pp.383-400. 

http://www.federalreserve.gov/apps/fof/efa/enhanced-financial-accounts.htm 
https://www8.nationalacademies.org/cp/projectview.aspx?key=49725 
http://www.cfsp.org/research/workshops/flow-funds-accounts-and-savings-workshop 
http://www.cfsp.org/research/research-projects/regional-approach-financial-savings-and-

intermediation#.VqKWnTZll 
 
 
 

Topic 5 – Structural Models 
 
 Dabla-Norris, M. E., Ji, Y., Townsend, R., & Unsal, D. F. (2015). Identifying constraints to fi-

nancial inclusion and their impact on GDP and inequality: A structural framework for pol-
icy (No. 15-22). International Monetary Fund. 

* Ji, Y. & Townsend, R (2017) Bank Branch Expansion vs International Capital Flows: 
Integrating Local Spatial Markets with Macro Aggregates 
* Moll, B., Townsend, R. M., & Zhorin, V. (2013). Economic Development, Flow of Funds and 

the Equilibrium Interaction of Financial Frictions (No. w19618). National Bureau of Eco-
nomic Research. 

Assuncao, J., Mityakov, S., & Townsend, R. M. (2012). Ownership matters: the geographical 
dynamics of BAAC and commercial banks in Thailand. Working paper. 

Song, Zheng, Storesletten, Kjetil, and Zilibotti, Fabrizio, “Growing like China”, American Eco-
nomic Review 101 (March 2011): 196-233. 

Buera, F.J., Kaboski, J.P. & Shin, Y., 2011. Finance and Development: A Tale of Two Sectors. 
The American Economic Review, 101(5), pp. 1964–2002. 

Buera, Shin, “Financial Frictions and the Persistence of History: A Quantitative Exploration” 
Journal of Political Economy (2013) 

Jeong, Hyeok and R.M. Townsend, (2007) “Sources of TFP Growth: Occupational Choice and 
Financial Deepening,” Economic Theory, Vol 32 (special issue honoring Edward Prescott), 
179-221 



Jeong, H., & Townsend, R. M. (2008). Growth and inequality: Model evaluation based on an es-
timation-calibration strategy. Macroeconomic dynamics, 12(S2), 231-284. 

Coeurdacier, N., Guibaud, S. & Jin, K., 2012. Credit Constraints and Growth in a Global Econo-
my, mimeo LSE 

Jappelli, T. & Pagano, M., 1994. Saving, Growth, and Liquidity Constraints. The Quarterly Jour-
nal of Economics, 109(1), pp. 83–109. 

Buera, F.J., Kaboski, J.P. & Shin, Y., 2012. The Macroeconomics of Microfinance. NBER Work-
ing Paper, No 17905. 

Blaum, J., 2012. Wealth Inequality and the Losses from Financial Frictions. mimeo, Brown Uni-
versity. 

Banerjee, A.V. & Moll, B., 2010. Why Does Misallocation Persist? American Economic Journal: 
Macroeconomics, 2(1), pp. 189–206. 

Moll, Benjamin, “Productivity Losses from Financial Frictions: Can Self-Financing Undo Capital 
Misallocation?”, mimeo, Princeton University, 2014 

Morten, M. (2016). Temporary migration and endogenous risk sharing in village india (No. 
w22159). National Bureau of Economic Research. 

Morten, M., & Oliveira, J. (2016). The Effects of Roads on Trade and Migration: Evidence from 
a Planned Capital City. 

 Bryan, G., & Morten, M. (2015). Economic development and the spatial allocation of labor: Evi-
dence from Indonesia. Manuscript, London School of Economics and Stanford University. 

Giné, X., & Townsend, R. M. (2004). Evaluation of financial liberalization: a general equilibrium 
model with constrained occupation choice. Journal of development Economics, 74(2), 269-
307. 

Nakamura, Emi, Jsef Sigurdsson, and Jn Steinsson (2016), “The Gift of Moving: Intergenera-
tional Consequences of a Mobility Shock”, Working Paper. 

Yagan, Danny (2016), “The Enduring Employment Impact of Your Great Recession Location”, 
Working paper. 

Burnstein, A., Hanson, G., Liu, T., & Vogel, J (2017). Tradability and the Labor-Market Impact 
of Immigration: Theory and Evidence from the U.S. 

Buera, F. J., Kaboski, J. P., & Shin, Y. (2012). The macroeconomics of microfinance (No. 
w17905). National Bureau of Economic Research. 

Desmet, K., Nagy, D. K., & Rossi-Hansberg, E. (2015). The geography of development: Evaluat-
ing migration restrictions and coastal flooding (No. w21087). National Bureau of Eco-
nomic Research. 

 
 

Professor Kremer’s Reading List (Temporary) 
 
Duflo, E., Kremer, M., & Robinson, J. (2011). Nudging farmers to use fertilizer: Theory and ex-

perimental evidence from Kenya. The American Economic Review, 101(6), 2350-2390. 
Chicago  

Jack, W., Kremer, M., de Laat, J., & Suri, T. (2016). Borrowing Requirements, Credit Access, 
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