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Preface

Over the past four decades, billions of dollars have been transferred from
developed to developing countries. Whether these flows of external capital
from donors, lenders, and investors have succeeded in stimulating growth,
reducing poverty, and creating human and institutional capacity to carry out
the development effort is not always clear and is even, in some cases, a matter
of controversy.

Editors Uma Lele and Ijaz Nabi of the World Bank assembled a group of
scholars from around the world (all of whom had had some hands-on
experience in development policy) for a conference in Talloires, France, to
consider the role of external capital in development. Transitions in Develop-
ment is the result of that conference. In case studies of countries in Asia,
Africa,and Latin America, these experts show both how aid and other capital
flows have worked and how they have failed. Along with several papers on
broad, aid-related issues, these country studies offer policy lessons on how
aid and commercial flows can best be used to achieve development goals.

Generally, external finance is only a small fraction of capital formation in
developing countries, and it complements the national savings and invest-
ment effort. Nonetheless, it can make an important contribution to the devel-
opment process in many countries by transferring technology, strengthening
institutions, diversifying investments, opening new development opportu-
nities, supporting appropriate policies, and helping stabilize political situa-
tions in rough periods. Steady and predictable flows of aid and commercial
capital can be catalysts for advances in growth and human development.

This study addresses some of the most crucial questions now faced by
development economists and policymakers, and it could not have been ac-
complished without the help of many individuals and organizations. I would
particularly like to acknowledge the generous contributions and cooperation
of the World Bank, the United States Information Agency, and the Pew
Charitable Trusts. Their assistance was indispensable in making this volume
a reality.

Nicolas Ardito-Barletta
General Director
International Center for Economic Growth

February 1991
Panama City, Panama
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