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This course examines the role of the industrial sector in developing countries. It is divided into 
four parts, each of which juxtaposes theories and empirical evidence. Part 1 treats the emergence 
of the industrial sector in the early stages of a country’s development. Part 2 is devoted to the 
distinctive role of the informal sector in developing countries, focusing on its causes and 
consequences. Part 3 concerns the determinants of industrial sector productivity, with particular 
attention to entrepreneurship. Part 4 deals with interactions with the global economy. Part 5 
focuses on capital accumulation and the role of domestic credit markets. 

You will be required to choose a developing or recently developed country at the beginning of 
the course, and to become the class's resident authority on this country over the course of the 
semester. Specifically, for each major topic on the syllabus, a set of questions regarding your 
chosen country's experiences will be announced in advance. You will be expected to research 
these questions, and to come to class prepared to discuss your findings. You will also submit two 
writing assignments in which you assess the industrial sectors and policies of your chosen 
countries. You will present at least one of these assignments to the class, and assigned 
discussants will provide you with feedback. Grades will be based on class participation (20 
percent), the writing assignments (50 percent), and two in-class quizzes (30 percent). 

You are required to attend all lectures. If you will have to miss a class, please send me advance 
notice by email. 

Most of the readings for this course will be posted on CANVAS, as will all the lecture slides. 
There is no textbook. However, because one course objective is to build professional writing 
skills, I recommend that you read: Ross-Larson, Bruce (1996) Edit Yourself.  New York, NY: 
Norton 

  

 My office hours will be:   Tuesdays, 4:30 – 5:30 PM, 
                                                         Wednesdays, 5:00 – 6:00 PM, 
                                                         and by appointment 

  

  



 

Course Outline 

1.  Structural transformation 

 A.  The historical record 

Herrendorf, Berthold, Richard Rogerson, and Ákos Valentinyi (2014) “Growth and Structural 
Transformation,” in Philippe Aghion and Steven Durlauf, eds., Handbook of Economic Growth, 
v. 2, pp. 855–941. Section 6.2 only. 

Handout 1: regression review 

 B.  Dual economy models 

Ray, Debraj (1997) Development Economics Princeton, NJ: Princeton U. Press, pp. 345-388. 

 C.  Big push models 

Krugman, Paul (1993) “Toward a Counter-Counterrevolution in Development Theory,” 
Proceedings of the World Bank Conference on Development Economics 1992. New York: 
Oxford U. Press. 

Ray, Debraj (1997) Development Economics Princeton, NJ: Princeton U. Press, pp. 131-161. 

  

2. Regulation, entry/exit barriers, and informality 

  A.  Stylized facts 

Maloney, William (2004) “Informality Revisited,” World Development 32(7): 1159-1178. 

La Porta, Rafael and Andrei Schleifer (2014). “Informality and Development,” Journal of 
Economic Perspectives 28(3): 109-126. 

Djankov, Simeon, Rafael La Porta, Florencio Lopez-De-Silanes, Andrei Shleifer, (2002) "The 
Regulation of Entry," Quarterly Journal of Economics, 117(1): 1-37. 

Perry, Guillermo, William F. Maloney, Omar S. Arias, Pablo Fajnzylber, Andrew D. Mason, and 
Jaime Saavedra-Chanduvi (2007). Informality and Exclusion. Washington, D.C.: The World 
Bank. 

 



 B.  Possible causes of informality 

Martin, Leslie, Shanthi Nataraj, and Ann Harrison (2017) “In With the Big, Out With the Small: 
Removing Small-Scale Reservations in India,” American Economic Review 107(2): 354-386. 

World Bank (2018) Doing Business 2018.  Washington, D.C.: World Bank Publications 

de Soto, Hernando. The Other Path: The Invisible Revolution in the Third World, New York: 
Harper-Row, 1989, pp. xiii-xxiii, 131-187. 

Hsieh, Chang-Tai and Benjamin Olken (2014) “The Missing ‘Missing Middle,’” Journal of 
Economic Perspectives 28(3): 89-108. 

Tybout, James (2014) "The Missing Middle: Correspondence." Journal of Economic 
Perspectives 28(4): 235-36. 

McCaig, Brian, and Nina Pavcnik (2015) “Informal Employment in a Growing and Globalizing 
Low-Income Country.” American Economic Review 105(5): 545–50. 

de Mel, Suresh, David McKenzie, and Christopher Woodruff (2013). “The Demand for, and 
Consequences of, Formalization among Informal Firms in Sri Lanka.” American Economic 
Journal: Applied Economics 5(2): 122–50. 

 C.  Theories of informality 

Handout 2: span of control and the Rauch model 

D.  The size distribution and market power 

Tybout, J. (2000) "Manufacturing Firms in Developing Countries: How Well Do they Do, and 
Why?" Journal of Economic Literature 38(1), pp. 11-44. 

First writing assignment due   

  

3. Industrial productivity and its determinants 

 A.  Resource misallocation 

Handout 3: measuring productivity 

Handout 4: Hsieh-Klenow and beyond 

 



 B.  Entrepreneurship 

Bloom, Nicholas and Van Reenen, John, (2007) “Measuring and Explaining Management 
Practices across Firms and Countries,” Quarterly Journal of Economics, 122(4): 1341-1408. 

Bloom, Nicholas, Benn Eifert, Aprajit Mahajan, David McKenzie, and John Roberts (2010) 
"Does Management Matter? Evidence from India," Quarterly Journal of Economics 128(1): 1-
51. 

Atkin, David, Azam Chaudhry, Shamyla Chaudry, Amit K. Khandelwal, and Eric Verhoogen 
(2017). “Organizational Barriers to Technology Adoption: Evidence from Soccer-Ball Producers 
in Pakistan.” The Quarterly Journal of Economics, Volume 132, Issue 3, Pages 1101–1164 

 

 4.  Interactions with the global economy 

A.  The Specific Factors model 

         Ray, Debraj, Development Economics, pp. 621-646. 

B.  Trade and Imperfect Competition 

C.  External Economies, Offshoring and Growth in a Ricardian model 

Second writing assignment due   

  

5.  Capital accumulation 

 A.  Credit markets 

Ray, Debraj (1997) Development Economics Princeton, NJ: Princeton U. Press (Chap. 14) 

Banerjee, Abijit and Esther Duflo (2014) “Do Firms Want to Borrow More? Testing Credit 
Constraints Using a Directed Credit Program, Review of Economic Studies 81: 572-607. 

Banerjee, Abijit and Munshi, Kaivan (2004) “How Efficiently is Capital Allocated: Evidence 
from the Knitted Garment Industry in Tirupur,” Review of Economic Studies, Vol. 71(1): 19-42. 

Handout 5: credit markets and poverty traps 

 

 



 B.  Macro Volatility 

Hausmann, Ricardo and Micheal Gavin. “Securing Stability and Growth in a Shock-Prone 
Region:  The Policy Challenge for Latin America,” in Ricardo Hausmann and Helmut Reisen, 
eds., Securing Stability and Growth in Latin America:  Policy Issues and Prospects for Shock-
Prone Economies. 1996. Paris: OECD, pp. 23-78. 

C. Aggregate savings and investment 

Weil, David (2009) Economic Growth Boston, MA: Pearson. Chapters 3 and 11 

  

  

  

Statement of Department and University policies 

Academic Integrity 

Guidelines for the Department of Economics, Penn State University[1]  The ability of the 
University to achieve its purposes depends upon the quality and integrity of the academic work 
that its faculty, staff and students perform. Academic freedom can flourish only in a community 
of scholars which recognizes that intellectual integrity, with its accompanying rights and 
responsibilities, lies at the heart of its mission. Observing basic honesty in one's work, words, 
ideas, and actions is a principle to which all members of the community are required to 
subscribe. 

All course work by students is to be done on an individual basis unless an instructor clearly 
states that an alternative is acceptable. Any reference materials used in the preparation of any 
assignment must be explicitly cited. In an examination setting, unless the instructor gives explicit 
prior instructions to the contrary, whether the examination is in-class or take-home, violations of 
academic integrity shall consist of any attempt to receive assistance from written or printed aids, 
or from any person or papers or electronic devices, or of any attempt to give assistance, whether 
the one so doing has completed his or her own work or not. Other violations include, but are not 
limited to, any attempt to gain an unfair advantage in regard to an examination, such as 
tampering with a graded exam or claiming another's work to be one's own. 

Violations shall also consist of obtaining or attempting to obtain, previous to any examinations, 
copies of the examination papers or the questions to appear thereon, or to obtain any illegal 
knowledge of these questions. 

Lying to the instructor or purposely misleading any Penn State administrator shall also constitute 
a violation of academic integrity. 

https://psu.instructure.com/courses/2006602/assignments/syllabus#_ftn1


In cases of a violation of academic integrity it is the policy of the Department of Economics to 
impose the most severe penalties that are consistent with University guidelines. 

Valid Excuses and Missed Evaluative Events  

During the course many possible situations may arise that would result in your inability to attend 
class, attend exams, or perform at a minimally acceptable level during an examination. Illness or 
injury, family emergencies, certain University-approved curricular and extra-curricular activities, 
and religious holidays can be legitimate reasons to miss class or to be excused from a scheduled 
examination.  

In the case of your own illness or injury, confirmation from a physician, physician's assistant, a 
nurse-practitioner, or a nurse is required. Be advised that University Health Services cannot 
provide such verification unless they have provided treatment and the student authorizes release 
of information to the instructor. Further, barring extraordinary circumstances, the confirmation 
must be available to the instructor prior to the missed course event.  

With regard to family emergencies, you must provide verifiable documentation of the 
emergency. Given the vast array of family emergencies the instructor will provide precise 
guidance as to what constitutes adequate documentation. Unless the emergency is critical you 
should notify the instructor in advance of your absence from the scheduled course event. In cases 
of critical emergencies, you must notify the instructor within one week of your absence. 

For University-approved curricular and extra-curricular activities, verifiable documentation is 
also required. The student should obtain from the unit or department sponsoring the activity a 
letter (or class absence form) indicating the anticipated absence(s). The letter must be presented 
to the instructor at least one week prior to the first absence.  

In the case of religious holidays, students should notify the instructor by the third week of the 
course of any potential conflicts.  

If a student misses a class during which an evaluative event (e.g., a quiz or an exam) takes place, 
and the student has a valid excuse, he or she will receive a course grade based on their remaining 
course work. If the student does not provide a valid excuse, he or she will receive a score of zero 
for the missed evaluative event. 

Disabilities 

 The Pennsylvania State University encourages qualified people with disabilities to participate in 
its programs and activities and is committed to the policy that all people shall have equal access 
to programs, facilities, and admissions without regard to personal characteristics not related to 
ability, performance, or qualifications as determined by University policy or by state or federal 
authorities. If you anticipate needing any type of accommodation in this course or have questions 
about physical access, please tell the instructor as soon as possible. 

 



Communicating concerns 

Students with concerns about this course are encouraged to communicate them promptly to the 
instructor. Those who feel uncomfortable doing so should utilize the Department suggestion box 
located on the window sill in 608 Kern. Their concerns will be forwarded to the instructor 
anonymously. 

 

Counseling and Psychological Services 

Many students at Penn State face personal challenges or have psychological needs that may 
interfere with interfere with their academic progress, social development, or emotional 
wellbeing.  The university offers a variety of confidential services to help you through difficult 
times, including individual and group counseling, crisis intervention, consultations, online chats, 
and mental health screenings.  These services are provided by staff who welcome all students 
and embrace a philosophy respectful of clients’ cultural and religious backgrounds, and sensitive 
to differences in race, ability, gender identity and sexual orientation. 

Counseling and Psychological Services at University Park (CAPS) (Links to an external site.): 
814-863-0395 
Counseling and Psychological Services at Commonwealth Campuses.  (Links to an external site.) 

Penn State Crisis Line (24 hours/7 days/week): 877-229-6400 
Crisis Text Line (24 hours/7 days/week): Text LIONS to 741741 

  

[1] Part of the text in this section has been directly obtained from sections of an earlier document 
concerning academic integrity on Princeton University's website (particularly Rights, Rules, 
Responsibilities, page 1 and pages 52-65).   The most current version of this document can be 
found here  (Links to an external site.). 

 

https://studentaffairs.psu.edu/counseling
http://senate.psu.edu/faculty/counseling-services-at-commonwealth-campuses/
https://psu.instructure.com/courses/2006602/assignments/syllabus#_ftnref1
http://www.princeton.edu/pr/pub/rrr/03/01.htm

