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Prof. Stephan Klasen, Ph.D. 
J.-Prof. Dr. Carola Grün 
Prof. Dr. Axel Dreher 

 
Advanced Development Economics 

 
Winter Term 2008/09 

(February) 
 

Exam, 120min 
 

I. Choose one out of the four problems below and write a critical essay of four to eight 
hand-written pages. (≈ 60min) 
 

1. Describe and critically evaluate in detail how the World Bank’s international poverty 
line has been arrived at and how it is used to measure poverty across the developing 
world. Include a discussion of recent revisions to poverty measurement. In this 
context, also discuss different approaches in the literature on how to count or not to 
count the poor in the world. 
 

2. Critically evaluate key insights from the empirical growth literature. In particular, 
focus on the importance of geography, institutions and natural resources for economic 
growth. 
 

3. Discuss the mathematical and behavioural relationship between poverty, growth and 
inequality. Summarize the empirical evidence and discuss different approaches used in 
the literature to investigate these relationships. 

 
4. Provide a brief motivation for the agricultural household model and discuss the 

modelling approach in detail. In your answer, you should briefly contrast the model 
with the standard model of household behaviour and refer to existing empirical 
evidence.  

 
 
II. Discuss the results of one of the regression tables below. Describe the estimation 
methods which were used to obtain these results and discuss whether and why the 
method was appropriate in this case. Also point out where potential shortcomings are. 
Two to four hand-written pages (≈ 30min) 

 
1. Burnside and Dollar (2000) Aid, Policies, and Growth. AER 

 
2. Klasen (2002) Low schooling for girls, slower growth for all? WBER 

 
 
III. Answer three out of the six following questions. Answer shortly, not more than one 
or two hand-written pages for each question (each ≈ 10min) 
 

1. Discuss possible interlinkages between the formal and informal sector in segmented 
labour markets.  
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2. Why is there a need for a multidimensional approach to poverty measurement? Also 
explain problems and possible solutions to do multidimensional poverty comparisons. 
 

3. How can the “O-Ring Theory of Development” help in explaining macro vicious 
cycles? 
 

4. Name and briefly discuss economic causes of the occurrence and the duration of civil 
war. What could be possible econometric specifications? 
 

5. Who gives foreign aid to whom and why? 
 

6. What is the rationale for subjective well-being measures? Also discuss the inter-
temporal reliability of subjective well-being measures. 
 

 
 
 
 
 
Appendix: 
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Source: Burnside and Dollar (2000) 
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Source: Burnside and Dollar (2000) 


