
Written Exam for the M.Sc. in Economics summer 2013 
 

Advanced Development Economics: Micro Aspects 
 

Final Exam 
 

29 May 2013 
 

(3-hour closed book exam) 
 

 
 
 
 
Please note that the language used in your exam paper must correspond to the language of the title 
for which you registered during exam registration. I.e. if you registered for the English title of the 
course, you must write your exam paper in English. Likewise, if you registered for the Danish title 
of the course or if you registered for the English title which was followed by “eksamen på dansk” in 
brackets, you must write your exam paper in Danish.   
 
 
 
This exam question consists of 5 pages in total including this page. 



2 
 

Question 1: Risk and Insurance 

High income risk is part of life in developing economies. Climatic risks, economic fluctuations, and 

a large number of individual-specific shocks leave households vulnerable to severe hardship. 

(Dercon, 2002, p. 141) 

 

a) Describe three different strategies households use to manage and cope with such risk and 

explain the main weaknesses of each strategy. 

b) Explain the special problems of self-insurance through asset holdings. 

c) Explain the theory of full-insurance (through informal risk sharing) and the hypothesis tested in 

Table 2 from Townsend, given below. 

d) Is the hypothesis of informal risk sharing rejected or not rejected? Explain. 
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Question 2: Migration 

Table 6 from Mendola (2008) is given on the next page, it shows regression results for the 

probability of adopting High Yield Variety (HYV) rice and the probability of migrating; either (i) 

temporary domestic, (ii) permanent domestic or (iii) international migration. The four equations are 

linear probability models. 

a) Based on a migration model formulated in Bardhan and Udry (1999), explain why you think it 

is reasonable that "Family chain migration", % temporary migration in the village", "% 

permanent migration in the village" and "% international migration" are all significant 

determinants of the three types of migration, respectively. 

b) Based on the results in Table 6 on the next page, discuss the relationship between wealth and 

migration. 

c) Based on the results in Table 6 on the next page, explain the relationship between wealth and 

the adoption of HYV rice. 

d) Based on a model of technological progress and learning formulated in Bardhan and Udry 

(1999) and in Foster and Rosenzweig (1995), can you think of omitted variables in the model 

for adoption of HYV rice? If so, would you think the omitted variables are related to the 

migration patterns in some way?  
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Question 3: Civil War 

a) Based on Table 2 from Humphreys and Weinstein (2008) given below, describe the hypotheses 

formulated and tested in Humphreys and Weinstein (2008) explaining the roots of individual 

participation in armed groups. 

b) What do Humphreys and Weinstein (2008) have to say about voluntary vs. forcible recruitment?  

c) What could be the problem with the result regarding voluntary vs. forcible recruitment? 

 
 


