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Answers 

Development profile: Country Q 
Peter Smith 

Did you work out the identity of Country Q in this issue’s Development profile (back cover)? 
This resource provides answers to the questions that were posed there, together with some 
commentary. 

The data presented in the development profile in the April 2016 issue of ECONOMIC REVIEW show that 
Country Q is a lower-middle-income, high human development country. The country has shown slow 
but steady improvement in human development since 2005, but a more patchy performance in 
economic growth terms over the longer period shown in Figure 2. 

The profile suggests that the pattern of changes in real GDP per capita would help to identify the 
region in which Country Q is located. That figure is dominated by the plunge in real GDP per capita in 
the early 1990s. Real GDP per capita fell by 20% in 1991, and by about 45% in 1992. This represents 
a collapse of the economy. 

A key historical event was the dissolution of the Soviet Union in this period, and Country Q emerged 
from this as an independent country in 1991, only to be beset by civil conflict. The former Soviet 
foreign minister Eduard Shevardnadze became the country’s leader in 1992. The following 11 years 
were characterised by poverty, corruption and crime. Even today, almost 15% of the country’s 
population live below the national poverty line. The country is Georgia. 

Low GNI but strong education and health 
The development diamond shown in the profile reveals an unusual pattern, in which Georgia is seen 
to have levels of human development, health and schooling that are not too far distant from those in 
the UK — but with a substantially lower GNI per capita. This pattern could suggest that the country 
has placed greater emphasis on nurturing health and education than on pursuing economic growth.  
However, another possible explanation is that the Soviet era provided the infrastructure for the 
delivery of education and health care, and that this infrastructure survived the collapse of the 
economy, allowing progress to be made when the economy started to recover, even if GNI has not yet 
caught up. 
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Political uncertainty 
Political uncertainty is always likely to damage economic growth. A government that does not expect 
to remain in power has little incentive to take decisions with the long run in mind. In the more extreme 
case of Georgia, a period of civil war interrupts normal production activity, and removes incentives for 
firms to invest in the future, or for households to save for their uncertain futures. 
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