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In this lecture I will discuss different models of risk sharing and their empirical implications. I

will start with the model of perfect risk sharing and complete insurance markets. I will then

move on to models with imperfect risk sharing where the nature of imperfections is given

exogenously. Finally I will consider models of two specific imperfections that prevent first best

allocations: imperfect information and imperfect enforceability of contracts. For all models I will

develop the main theoretical concepts and consider the empirical implications of the theory as

well as the available empirical evidence.

In the reading list below you will find a fourth topic, risk sharing in networks, which in all

likelihood I will not be able to cover at all.

The reading list below is quite long and could probably be covered in an entire course, rather

than a day. The papers I will discuss in depth are in bold. The others will be mentioned (if at all).

They are however important papers that those of you who would like to work in this area should

know.
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