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Preface

Audience

This book is designed for use in courses that focus on the economics of develop-
ment in Africa, Asia, and Latin America, regions often collectively referred to as
the Third World. It is structured and written both for students who have had some
basic training in economics and for those with little or no formal economics back-
ground. For both groups, essential principles and concepts of economics that are
particularly relevant for understanding development problems are highlighted in
boldface and explained at appropriate points throughout the text. They are also de-
fined in a detailed and extensive glossary which includes other terms and concepts
that may be unfamiliar to non-economics majors. Thus the book should be of spe-
cial value in undergraduate development courses that attract students from a va-
riety of disciplines. Yet the material is sufficiently broad in scope and rigorous in
coverage to satisfy any undergraduate and some graduate economics requirements
in the field of development.

Approach

Economic Development resulted from five years of living and teaching in Africa as
well as two decades of extensive travel throughout Latin America and Asia, first
as a director of the Rockefeller Foundation and then as a professor of economics at
New York University. These experiences have helped shape and refine a book that
is unique among development texts in approach, organization, and pedagogy.
Among its most significant innovations are the following;

1. It teaches economic development within the context of a major set of problems,

such as poverty, inequality, unemployment, population growth, environmen-
tal decay, and rural stagnation. Formal, abstract models and concepts are used
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to elucidate real-world development problems rather than being presented in
isolation from case study illustrations.

It adopts a problem- and policy-oriented approach to the teaching of development
economics on the assumption that a central objective of any development eco-
nomics course should be the fostering of a student’s ability to understand con-
temporary Third World economic problems and to reach independent and
informed judgments and policy conclusions about their possible resolution.

It approaches development problems systematically by following a standard
pedogogic procedure with regard to their analysis and exposition. Each chapter
begins by stating the general nature of a problem, its principal issues, and how
it is manifested empirically in various developing countries. The chapter then
presents main goals and possible objectives, the role of economic analysis in
illuminating the problem, and some possible policy alternatives and their
likely consequences. This approach not only helps students think systemati-
cally about major current development issues but, even more important, pro-
vides them with a methodology and an operating procedure for analyzing and
reaching policy conclusions about other contemporary and future develop-
ment problems.

It starts from the premise that it is possible to design and structure a broadly
based development economics textbook that simultaneously uses the best qvail-
able cross-sectional data from Africa, Asia, and Latin America and appropriate the-
oretical tools to illuminate common Third World problems. Although these
problems will of course differ in both scope and magnitude when we deal with
such diverse countries as India, Bangladesh, Kenya, Egypt, Nigeria, Brazil,
Mexico, and Guatemala, the fact remains that most face similar development
problems: widespread poverty and growing income and asset inequalities,
rapid population growth, low levels of literacy and nutritional intake, rising lev-
els of urban unemployment and underemployment, and chronic balance of pay-
ments and foreign-debt burdens, to name just a few.

It focuses on a wide range of developing countries not only as independent na-
tion-states but also in relation to one another and in their interactions with rich na-
tions in a global economy.

[t recognizes the necessity of treating the problems of development and under-
development from an institutional and structural (noneconomic) as well as an
economic perspective, with appropriate modifications of received general eco-
nomic principles, theories, and policies. It thus attempts to combine relevant the-
ory with realistic institutional analyses.

It views development and underdevelopment in both domestic and interna-
tional contexts, stressing the increasing interdependence of the world economy in
areas such as food, energy, natural resources, technology, information, and fi-
nancial flows.

It considers the many economic, social, and institutional problems of underde-
velopment as closely interrelated and requiring simultaneous and coordinated ap-
proaches to their solution at both the national and international levels.
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Organization and Orientation

The book is organized into four parts. Part One focuses on the nature and mean-
ing of underdevelopment and its various manifestations in Third World nations.
After critically reviewing five alternative theories of economic development, it pro-
ceeds to examine the historical growth experience of the now developed countries
and ascertains the degree to which this experience is relevant to contemporary de-
veloping nations.

Parts Two and Three form the core of the book, focusing on major development
problems and policies, both domestic and international. Topics of analysis and re-
view include economic growth, poverty and income distribution, population, un-
employment, migration, urbanization, technology, agricultural and rural
development, the environment, education, international trade and finance, foreign
aid, private foreign investment, and the debt crisis. Finally, Part Four reviews the
possibilities and prospects for Third World development. After discussing the the-
ory, practice, and failures of development planning and the role and limitations of
financial and fiscal policy in the development process, it analyzes the rapid spread
of market economies in the 1990s and the place of less developed nations in an in-
creasingly interdependent but highly unequal global system.

All four parts of the book ask fundamental questions: What kind of development
is most desirable? And how can Third World nations best achieve these economic
and social objectives either individually or, better, in cooperation with one another
and, it is to be hoped, with appropriate and meaningful assistance from the more
developed countries of the world?

Case Studies

In order to provide students with up-to-date case study materials, there are 20 coun-
try case studies, which appear at the ends of chapters, as well as four comparative case
studies, one at the conclusion of each of the four parts. Each country case study pro-
vides a two- to three-page descriptive analysis of the major economic features and
critical problems faced by a leading Third World nation. Featured are such coun-
tries as Brazil, India, Cuba, Nigeria, Mexico, China, South Africa, the Philippines,
and South Korea. The purpose of each country profile is to familiarize students with
the basic economic features of important developing economies and thus provide
them with the kind of applied material that is often absent from development texts.
Furthermore, each country case study is chosen to reflect and illustrate the specific
problem analyzed in the chapter to which it is appended—for example, China for
population, India for poverty, Ghana for agriculture, Venezuela for foreign debt,
South Korea for international trade.

Each comparative case study contrasts two developing countries, one relatively
successful and the other less so in dealing with one or more of the critical issues or
problem areas discussed in the preceding chapters. For example, at the end of Part
One, “Principles and Concepts,” is a comparison of Argentina and South Korea in-
tended to illustrate how the five different development approaches discussed in
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Chapter 3, “Theories of Development,” have been successfully or otherwise pur-
sued in these two countries. At the end of Part Two is a comparison of the relative
effectiveness of poverty policies in Bangladesh and Nigeria. And so on for Parts
Three and Four, where trade policies in Thailand and the Philippines and privati-
zation strategies in Chile and Poland, respectively, are compared and evaluated.

Changes for the Sixth Edition

In the three years since publication of the fifth edition, many developing coun-
tries have undergone rapid, sometimes wrenching economic and political
changes. The ideology of market economics and privatization, the emergence of
new regional trading blocs, and the increasing globalization of trade, technology,
information, and finance have all combined to alter fundamentally the workings
of the world economy and the place of the Third World nations within that global
system. Accordingly, in addition to an extensive updating of all statistical tables
and figures as well as the inclusion of many new ones, this edition incorporates
a wide range of new and expanded topics. Here are some examples organized by
chapter.

New Concepts, Analytic Frameworks,
and Problem-focused Topics

Chapter 2
» The role of ethnicity and religion as significant factors in the development process

« The importance of imperfect markets, incomplete information, and high trans-
action costs as a characteristic of developing nations

 Recent theoretical and methodological refinements of the United Nations
Development Program’s Human Development Index to account for gender, race,
and ethnic disparities as well as income inequality and regional differences in
development performance

Chapter 3

« The distinction among the free-market, “market-friendly,” public-choice, and
new institutional approaches to development theory and policy

» The importance of human capital, externalities, and returns to scale for new en-
dogenous growth theories and the theoretical contrasts between these and tra-
ditional neoclassical growth theories for developing countries

Chapter 4

« New evidence on the importance of political stability for economic growth

s The role of skilled human resources, ideas, and ingenuity in the historical growth
record
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« Therecent surge in illegal LDC immigration into North America and Europe and
the concomitant increase in restrictive policies in host countries

Chapter 5

« The disproportionate experience of poverty among indigenous populations, es-
pecially indigenous women and girls

« Some results of the recent United Nations conferences on poverty (Copenhagen)
and women (Beijing)

Chapter 6
» New empirical research on the consequences of population growth

« A brief review of the 1994 U.N. Conference on Population and Development
(Cairo)

Chapter 7

« Four dimensions of the LDC employment problem, with special emphasis on
women'’s employment issues

+ The problem of jobless growth in many developing countries

Chapter 9

+ Linkages among rural credit markets, risk sharing, and informal finance for small
farmers

Chapter 10

» Theory and methodology of environmental accounting for sustainable
development

Chapter 11
« Recent evidence on the returns to education

o The impact of imperfect capital markets and limited information on the ability
of poor students to obtain private financing for their education

Chapter 12

» The changing pattern and composition of Third World exports

+ Recent evidence on the terms of trade and export earnings instability

+ New “strategic” trade theories under imperfect international competition
« The significance of the increasing globalization of trade and finance

» The role of industrial policy in the export expansion experience of Pacific Rim
countries

Chapter 13

» The nature and potential impact of the Uruguay Round of the GATT, the World
Trade Organization (WTO), and the North American Free Trade Agreement
(NAFTA).
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+ The potential impact of newly expanded regional trading blocs in Asia and the
Pacific and in Latin America

Chapter 14

* Recent trends in the balance of payments of LDCs

+ The current status of the Third World debt problem from the perspective of both
developed and developing countries

» The differential economic impact of International Monetary Fund and World
Bank stabilization and structural adjustment programs

Chapter 15
» The recent growth in private portfolio investment and the expansion of equity
and debt markets as sources of finance in middle-income developing countries

« The increasing role of nongovernmental organizations (NGOs) in the field of de-
velopment assistance

Chapter 16
» Markets versus the state and the relevance of the “East Asian miracle” for other
LDCs

* The growing debate about authoritarianism versus democracy in promoting
growth and development

Chapter 17

» New views about financial policy and the role and limitations of the state in or-
chestrating financial reform

* Recent experiences of privatization in LDCS and Eastern Europe

Chapter 18

» The growing importance of Third World countries as major export markets for
developed nations

» The continuing and worsening economic crisis in sub-Saharan Africa

» The current status and prospects for economic transition in the former Soviet
Union and Eastern Europe

* Some proposals for improving the global economy and international institutions
s0 as better to serve the needs of developing countries in the twenty-first century

New Organizational Arrangement

Chapters 13 and 14 from previous editions have been reversed to show more clearly
the transition from trade theory and policy to the balance of payments and inter-
national finance.
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New Case Studies

In addition to revising and updating all 18 original end-of-chapter Country Case
Studies and the four Comparative Case Studies at the end of each part of the text,
two new Country Case Studies—on Cuba and South Africa—have been added.

Revised Supplements

Both the Instructor’s Manual and monograph Case Studies in Economic Development—
designed to supplement the text and prepared by Professor Stephen C. Smith of
the George Washington University—have been revised, updated, and, in the latter
case, largely rewritten so as more closely to coordinate with the chapter outline of
the main text.

The foregoing highlights of the new edition should indicate how extensively the
text has been revised and updated to meet the current needs of undergraduate eco-
nomic development courses in the late 1990s. I am extremely gratified by the wide-
spread success of previous editions, which have now been translated into ten
languages, and by the enthusiastic response and encouragement that 1 have re-
ceived from professors and students in both the developed and developing world.
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