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This course will examine how inequality interacts with the economy at various levels.  
The focus will be both on the determinants and on the consequences of inequality.  We 
will examine work on borrowing constraints, bequests, sorting into neighborhoods, 
schools, and marriages, heterogeneity in ability, beliefs, culture, environment, 
institutions, and information.  We will look both at inequality across individuals and 
groups of individuals (gender, race, ability) and, to a lesser extent, inequality across 
countries.   The exact topics covered will largely depend on student interest.   
 
I.   Some Empirical Evidence on Income and Wealth 
Distributions and Mobility  
 
Björklund, A., M. Jäntti, and M. J. Lindquist (2007), “Family Background and Income 
during the Rise of the Welfare State: Brother Correlations in Income 
for Swedish Men Born 1932-1968”, IZA DP No. 3000. 
 
Caselli, F. (2005), “Accounting for Cross-Country Income Differences,” chap. 9 in  
Handbook of Economic Growth, P. Aghion and S Durlauf eds., North Holland. 
 
Gottschalk, P. (1997), “Inequality, Income Growth, and Mobility: The Basic Facts,” 
Journal of Economic Perspectives, 11(2), 21–40. 
 
Gottschalk P. and T. Smeeding, (2000), “Empirical Evidence on Income Inequality in 
Industrial Countries,” chap. 5 in Handbook of Income Distribution, A. Atkinson and F. 
Bourguignon eds., North Holland. 
 
Hoynes, H. W., M. E. Page, and A. H. Stevens (2006), “Poverty in America: Trends and 
Explanations,” Journal of Economic Perspectives, 20(1), 47-68.  
 
Piketty, T. and E. Saez (2003), "Income Inequality in the United States, 1913-1998", 
Quarterly Journal of Economics, 118(1), 2003, 1-39 (Longer updated version published 
in A.B. Atkinson and T. Piketty eds., Oxford University Press, 2007) (TABLES AND 
FIGURES UPDATED TO 2005 in Excel format, October 2007)   
 
Piketty, T. and E. Saez (2006), "The Evolution of Top Incomes: A Historical and 
International Perspective”, American Economic Review, Papers and Proceedings, 96(2),  
200-205 (NBER Working Paper No. 11955 version) (Figures in Excel format)  
 
Smeeding, T. (2006), "Poor people in Rich Countries: the United States in Comparative 
Perspective,” Journal of Economic Perspectives, 20(1), 69-90. 
 



Wolff, E. (2007), “Recent Trends in Household Wealth in the United States: 
Rising Debt and the Middle-Class Squeeze”, The Levy Economics Institute Working 
Paper No. 502. 
 
 
II.   The Representative Agent and Distribution 
 
Bertola, G. (2000), “Macroeconomics of Distribution and Growth,” chap. 9 in Handbook 
of Income Distribution, A. Atkinson and F. Bourguignon eds., North Holland, 477–540. 
  
Caselli, F. and J. Ventura (2000), “A Representative Consumer Theory of Distribution”, 
American Economic Review, September, 909–926. 
 
 
III.   Capital Markets Imperfections and Parental 
Bequests 
 
Aghion, P. and P. Bolton (1997), “A Theory of Trickle-Down Growth and 
Development,” Review of Economic Studies, 64, 151-172. 
 
Banerjee, A. and A. Newman (1993), “Occupational Choice and the Process of 
Development,”  Journal of Political Economy, 101(2), April, 274-278. 
 
Benhabib, J. and S. Zhu (2007), "Age, Luck, and Inheritance", working paper. 
  
Galor, O. and J. Zeira (1993), “Income Distribution and Macroeconomics,” Review of 
Economic Studies, 60(1), 35-54. 
 
Ghatak, M. and N. N. Jiang, (2002), “A simple model of inequality, occupational choice, 
and development,” Journal of Development Economics, 69, 205–226. 
 
Glomm, G. and B. Ravikumar (1992), “Public versus Private Investment in Human 
Capital: Endogenous Growth and Income Inequality,” Journal of Political Economy, 
100(4), 818-834. 
 
Ljungqvist, L. (1993), "Economic Underdevelopment: The Case of a Missing Market for 
Human Capital,'' Journal of Development Economics, 40, 219-239. 
  
Loury, G. (1981), “Intergenerational Transfers and the Distribution of Earnings,” 
Econometrica, 49(4), 843-865. 
 
Matsuyama, K. (2000), “Endogenous Inequality,” Review of Economic Studies 64(4), 
585–817. 
 
Matsuyama, K. (2004), "Financial Market Globalization, Symmetry-Breaking, and 
Endogenous Inequality of Nations," Econometrica, 72, May, 853-884. October 2003 



Version; April 2001 Version has some extensions (in Section 6), omitted from the final 
version. For the presentation slides, December 2003, London and Zurich  
 
Mulligan, C. (1997), “Parental Priorities and Economic Inequality.” Chicago, IL: 
University of Chicago Press, 186-218. 
 
Mookherjee, D. and D. Ray (2007), "Occupational Diversity and Endogenous Inequality, 
mimeo. 
 
Piketty, T. (1997), “The Dynamics of the Wealth Distribution and the Interest Rate with 
Credit Rationing,” Review of Economic Studies, 64, 173-189. 
 
Ray, D. (2006), "On the Dynamics of Inequality," Economic Theory, 29, 291-306. 
  
  
IV.    Sorting and Local Interactions 
 
A.  Some Theory 
 
Fernández, R (2002), “Sorting, Education, and Inequality” in Advances in Economic 
Theory, Dewartripoint, Hansen, and Turnovsky (Eds.), Cambridge University Press, 
forthcoming. 
 
Gans, J. and M. Smart, (1996), “Majority Voting with Single-Crossing Preferences,” 
Journal of Public Economics, 59, 219-237. 
 
Westhoff, F. (1977), “Existence of Equilibria in Economies with a Local Public Good,” 
Journal of Economic Theory, 14, 84-112. 
 
B. Sorting and Inequality: Location, Education, and 

Marriage 
 

Bénabou, R. (1996) “Heterogeneity, Stratification, and Growth: Macroeconomic 
Implications of Community Structure and School Finance,”  American Economic Review, 
86(3), 584-609 
 
Epple, D., and R. Romano (1998), “Competition Between Private and Public Schools, 
Vouchers, and Peer-Group Effects,” American Economic Review, 88(1), 33-62.  
 
Fernández, R. (2002), “Education, Segregation, and Marital Sorting: Theory and 
Application to the UK,” European Economic Review, 46(6), 993-1022. 
  
Fernández, R. and J. Galí (1999), “To Each According to...? Markets, Tournaments, and 
the Matching Problem with Borrowing Constraints,” Review of Economic Studies, 66, 
799-824. 



 
Fernández, R., N. Guner, and J. Knowles (2005),  “Love and Money: A Theoretical and 
Empirical Analysis of Household Sorting and Inequality,”  Quarterly Journal of 
Economics, 120(1), 273–344. 
 
Fernández, R. and R.  Rogerson (1996), “Income Distribution, Communities and the 
Quality of Public Education” Quarterly Journal of Economics, 111(1), 135-164 
 
Fernández, R. and R. Rogerson (1998), “Public Education and the Dynamics of Income 
Distribution: A Quantitative Evaluation of Education Finance Reform.” American 
Economic Review, September, 88(4), 813–833. 
 
Fernández, R. and R. Rogerson (2001), “Sorting and Long–Run Inequality,” Quarterly 
Journal of Economics, 116(4) 1305–1341. 
 
Fernández, R. and R. Rogerson (2003), “Equity and Resources: An Analysis of Education 
Finance Systems,” Journal of Political Economy, 111(4), 858-897.  
   
Kremer, M. (1997) “How Much Does Sorting Increase Inequality?,” Quarterly Journal of 
Economics, 112(1), 115-139. 
 
Mare, R. (2008), “Educational Assortative Mating in Two Generations,” mimeo, UCLA. 
 
Mare, R. and  C. Schwartz (2006), “Income Inequality and Educational Assortative 
Mating: Accounting for Trends from 1940 to 2003,” mimeo.   
 
 
V. Culture as a Source of Inequality 
 
Fernández, R. (2007), “Women, Work, and Culture,” Journal of the European Economic 
Association, forthcoming. 
 
Fernández, R. and A. Fogli (2007), “Culture: An Empirical Investigation of Beliefs, 
Work, and Fertility,” working paper. 
 
Fernández, R., A. Fogli and C. Olivetti (2004), “Mothers and Sons: Preference Formation 
and Female Labor Force Dynamics”, Quarterly Journal of Economics, 119(4), 1249–
1299  
 
Guiso, L., P. Sapienza and L. Zingales, (2007), “Social Capital as Good Culture,” mimeo. 
 
Tabellini, G. (2007), “Institutions and Culture,” mimeo, IGIER. 
 
 
VI.  Women 



 
Chiappori, P., M. Iyigun, and Y. Weiss (2008), “Investment in Schooling and the 
Marriage Market,” mimeo. 
 
Doepke, M. and M. Tertilt (2007), “Women’s Liberation: What was in it for Men?” 
mimeo. 
 
Edlund, L. and R. Pande (2002), “Why Have Women Become Left-Wing? The Political 
Gender Gap and the Decline in Marriage”, Quarterly Journal of Economics, 117, pp. 
917-961. 
 
Iyigun, M. and R. Walsh (2007), “Building the Family Nest: Pre-Marital Investments, 
Marriage Markets and Spousal Allocations”, Review of Economic Studies, 74:2, 507-35. 
 
Miller, G. (2008), “Women’s Suffrage, Political Responsiveness, and Child Survival in 
American History,” Quarterly Journal of Economics, forthcoming. 
 
Peters, M. And A. Siow (2002), “Competing Premarital Investments”, The Journal of 
Political Economy, Vol. 110, No. 3., pp. 592-608. 
 
Udry, C.  (1996), “Gender, Agricultural Production, and the Theory of the Household” 
Journal of Political Economy, 104(5), 1010-1046.  
 
Washington, E (2007), “Female Socialization: How Daughters Affect Their Legislator 
Fathers’ Voting on Women’s Issues”, American Economic Review, forthcoming. 
 
 
VII.    Inequality Across Countries 
 
Acemoglu, D., S. Johnson and J. A. Robinson, (2001), “The Colonial Origins of 
Comparative Development: An Empirical Investigation,” American Economic Review, 
91(5), 1369-1401.  
 
Banerjee, A. V. and E. Duflo (2003), “Inequality and Growth: What Can the Data Say?” 
Journal of Economic Growth, 8, 267-299.  
 
Caselli, F. and W. J. Coleman II (2006), “The World Technology Frontier,” American 
Economic Review, 96(3), 499-522. 
 
Hall, R. E. and C. I. Jones, (1999), “Why Do Some Countries Produce So Much More 
Output Per Worker Than Others?” Quarterly Journal of Economics, 114(1), 83-116.  
 
 
VIII.   Political Economy 

 



Acemoglu, D. and J. Robinson, (2000), “Why Did the West Extend the Franchise? 
Democracy, Inequality, and Growth in Historical Perspective,” Quarterly Journal of 
Economics 115(4), 1167–1201. 
 
Acemoglu, D. and J. Robinson (2001), “A Theory of Political Transitions,” American 
Economic Review, 91(4), 938-963.  
  
Alesina, A., R. Baqir, R. and W. Easterly  (1999), “Public Goods and Ethnic Divisions,”  
Quarterly Journal of Economics 114, 1243–1285. 
  
Alesina, A. and P. Perotti (1996), “Income Distribution, Political Instability and 
Investment,” European Economic Review, 40(6), 1203–1229. 
  
Banerjee, A., D. Mookerjee, K. Munseeh, K. and D. Ray (2001), “Inequality, Control 
Rights and Rent–Seeking: A Theoretical and Empirical Investigation of Sugar 
Cooperatives in Maharashtra,”  Journal of Political Economy 109, 138–190 
  
Benabou, R. (2000), “Unequal Societies: Income Distribution and the Social Contract” 
American Economic Review, 90(1), 96-129 
  
Benhabib, J. and A. Rustichini (1996), “Social Conflict and Growth,” Journal of 
Economic Growth, 1(1), 129–146. 
  
Easterly, W. (2000) “The Middle Class Consensus and Economic Development,” World 
Bank. Available at http://www.worldbank.org/research/growth/midclass.htm  
  
Engerman, S and K. Sokoloff, (1997) “Factor Endowments, Institutions, and Differential 
Growth Paths among New World Economies,” in S. Haber ed. “How Latin America Fell  
Behind: Essays on the Economic Histories of Brazil and Mexico, 1800–1914,” Stanford 
University Press, 260–304. 
 
Fernandez, R. and G. Levy (2007) “Diversity and Redistribution ,” working paper. 
  
Grossman, H. (1995) “Robin Hood and the Redistribution of Property Income,” 
European Journal of Political Economy, 11, 399–410. 
  
Grossman, H. and M. Kim (1996), “Predation and Accumulation,” Journal of Economic 
Growth  3, 333-350. 
  
Lane, P. and A. Tornell (1996), “Power, Growth and the Voracity Effect,” Journal of 
Economic Growth, 189-212. 
  
Luttmer, E. (2001), “Group Loyalty and the Taste for Redistribution,” Journal of 
Political Economy, 109(3), 500-528. 
 
Tornell, A. (1993), “Economic Growth and Decline with Endogenous Property Rights,” 
NBER WP 4354. 



  
 
IX.   Learning 
 
Alesina, A. and G. Angeletos (2005), “Fairness and Redistribution,” American Economic 
Review, 95, 913-35. 
 
Buera, F., A. Monge-Naranjo, and G. Primiceri (2008), “Learning the Wealth of 
Nations,” mimeo. 
 
Fernandez, R. (2007), “Culture as Learning: The Evolution of Female Labor Force 
Participation over a Century,” Working Paper.  
 
Piketty, T. (1995), “Social Mobility and Redistributive Politics,” Quarterly Journal of 
Economics, 110(3), 551-584.  
 
Strulovici, B. (2007), “Voting and Experimentation”, mimeo. 


