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This book draws upon a wealth of research to set out the most important principles
for conducting fiscal policy in developing countries, particularly the poorest countries
in which there are many demands on public spending and often insufficient public 

revenues. The book pays particular attention to the role of public spending in meeting
the Millennium Development Goals, and includes path-breaking analysis of such 

neglected topics as the fiscal impact of violent conflict. It will prove invaluable to both
researchers and policymakers alike, particularly in the developing countries themselves.

—Tony Addison, World Institute for Development Economics Research

These papers are by a distinguished group of authors and are at the cutting edge of
current research in this area; indeed they comprise a substantial proportion of it.

The quality is consistently high, and the issues addressed are of the utmost 
importance. This collection also demonstrates the sophistication and flexibility in

analysis of which the IMF is capable in its best work. The papers are clearly 
presented and accessible; the volume will be essential reading for anyone with a 

serious interest in why fiscal policies have gone wrong in the past, and 
how they may be better managed in future.

—David Bevan, Oxford University

The careful language and empirical rigor of these essays should not obscure the 
important issues tackled and the sometimes uncomfortable findings that emerge.

Fiscal discipline is key to pro-poor growth; social spending financed by foreign aid is
often lost to waste and corruption; and where governance is still weak, there is a

likely tradeoff between aid and domestic revenue mobilization. Anyone dedicated to 
achieving the Millennium Development Goals in the world's poorest countries needs
to understand the links between standard IMF macro fare and people's well-being

that are assessed in this fine book.
—Nancy Birdsall, Center for Global Development

In this timely contribution, IMF researchers fill a set of critical gaps in the literature
on fiscal policy in low-income countries. The authors bring new data and new clarity
to debates on the determinants of fiscal sustainability, the effectiveness of social

spending, the limits to absorptive capacity, the volatility of aid flows and their impact
on dependency, and a range of other contentious issues. The approach is even-
handed, and the empirical work is credible and insightful. With the Millennium

Development Goals still on the horizon, poor countries face daunting challenges.
By mapping these out empirically, the authors have provided an indispensable 

reference for stakeholders, and a springboard for further research. 
—Stephen A. O'Connell, Swarthmore College


