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UNIVERSITY OF OSLO 

DEPARTMENT OF ECONOMICS 

 
Exam: ECON4915 – Development Economics 

 

Date of exam:  Wednesday, May 28, 2014  Grades are given: June 11, 2014 

 

Time for exam: 2.30 p.m. – 5.30 p.m. 

 

The problem set covers 2 pages 

 

Resources allowed: 

 No resources allowed (except if you have been granted use of a dictionary from the 

Faculty of Social Sciences) 

 

The grades given: A-F, with A as the best and E as the weakest passing grade.  F is fail. 

 

 

Rural-urban migration and urbanisation (40p) 

1. Explain why the allocation of labour between a formal, urban sector and an 

agriculture-based rural sector may not necessarily be efficient. Use the Harris-Todaro 

model (from Ray (1998), section 10.3) in your answer. (10p) 

2. Based on the paper by Ravallion et al (2007), what can you say about the levels and 

trends in absolute poverty in urban versus rural areas across the developing world? 

(10p) 

 

The Hukou system in China restricts citizens with a rural ID card from taking employment in 

the formal sector in urban areas. Use the Harris-Todaro model to answer the following 

questions: 

 

3. Does the Hukou system lead to an efficient allocation of labour? Motivate your 

answer. (7p) 

4. How would removing the Hukou system affect rural-urban migration, the size of the 

informal urban sector and rural wages? (7p) 

 

Consider the paper by Ravallion et al. (2007) again.  

 

5. Is the urban sector’s share of the poor different in China than in other parts of the 

developing world? Does the Harris-Todaro model predict that this should be different 

in China? (6p) 

 

Credit markets (40p) 

1. Discuss four main features of credit markets in developing countries based on 

Banerjee and Duflo (2010). (15p) 

2. Present and discuss a model, such as the one discussed in class or seminar, which 

explains the main features of credit markets you have discussed above. (25p) 
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Gender (20p) 

Qian (2008) tests whether increased relative female income affects preferences for girls or 

boys.  

 

1. How does she test this? What empirical strategies are used? Are the strategies 

credible? (10p) 

2. Do her results necessarily imply that parents have more girls when girls are more 

profitable? What is the additional piece of evidence that she uses to argue that last 

point? (10p) 
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