On Economic Growth in the G20 Countries in 2022, Adjusted for the
Catch-Up Effect – Analysis
https://www.eurasiareview.com/04082022-on-economic-growth-in-g20-countries-in-2022-adjustedfor-catch-up-effect-analysis/

By Vladimer Papava
August 4, 2022
The COVID-19 pandemic and especially the Russian war in Ukraine and the economic sanctions
imposed by the West against Russia have significantly affected the economic growth in many
countries of the world. Of particular interest is economic growth in the 19 G20 countries (with the
exception of the EU which is not a country): as it is known, these countries account for 80 percent of
the world’s GDP, 75 percent of international trade and 60 percent of the world’s population.
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Referring to the publication of the International Monetary Fund (IMF) on the projected indicators of
economic growth in 2022 (IMF, 2022), India and Saudi Arabia are considered to be the leaders of
economic growth among the G20 countries which are projected to reach 7.4 percent and 7.6 percent,
respectively, in 2022 (Chikermane, 2022) (see table).
GDP GROWTH AND GDP PER CAPITA OF G20 MEMBER COUNTRIES

Country
Saudi Arabia
India
Indonesia
Argentina
Turkey
Australia
Canada
China
UK
Italy
Mexico
France
South Korea
South Africa
US
Brazil
Japan
Germany
Russia

GDP growth (IMF
projections,
calendar 2022)
7.6
7.4
5.3
4.0
4.0
3.8
3.4
3.3
3.2
3.0
2.4
2.3
2.3
2.3
2.3
1.7
1.7
1.2
-6.0

GDP per capita
(PPP based) in 2021
(WB source)
$49,551.3
$7,333.5
$12,904.3
$23,627.4
$30,472.4
$55,807.4
$52,085.0
$19,338.2
$49,675.3
$45,936.0
$20,036.5
$50,728.7
$46,918.5
$14,420.2
$69,287.5
$16,056.0
$42,940.4
$57,927.6
$32,803.4

GDP growth
(Adjusted)
5.4
0.8
1.0
1.4
1.8
3.1
2.6
0.9
2.3
2.0
0.7
1.7
1.6
0.5
2.3
0.4
1.1
1.0
-2.8

It turns out that Saudi Arabia and India will be the most successful countries of the G20 in 2022. Can
we be sure of the validity of this conclusion?
For the sake of fairness, we emphasize that while noting the high rate of economic growth in India, at
the same time the existence of the so-called “advantage of a lower base” is indicated (Chikermane,
2022). In a strictly scientific sense, when comparing economic growth in different countries, it is
necessary to take into account the so-called “catch-up effect” when, due to diminishing returns on
capital, with ceritas paribas, it is easier to achieve higher economic growth rates in countries with a
2

relatively low economic level of development than in countries with more developed economies
(Mankiw, 2004, pp. 546-547).
In order to eliminate the “catch-up effect,” a special method has been developed based on comparing
the level of economic development of different countries in terms of the GDP per capita (PPP based)
(Papava, 2012, 2016, 2018).
Since the projected economic growth rate is taken for 2022, the GDP per capita is used for the base
year 2021 (WB, 2022a) (see table).
The table shows that the highest GDP per capita in 2021 was in the US. To understand how much
more difficult it is to achieve 1 percent economic growth in the US in 2022 than in other countries of
the G20, you need to divide the per capita GDP of the US by the same indicators of other countries.
These intermediate indicators are very important for adjusting economic growth, excluding the
influence of the “catch-up effect.” In particular, if the projected values of economic growth for 2022
for each country are divided by the corresponding indicated intermediate values, then we will obtain
adjusted indicators of economic growth that exclude the “catch-up effect.”
After excluding the “catch-up effect,” India is not at all in the leading position among the G20
countries in terms of adjusted economic growth (see table). On the contrary, India’s adjusted
economic growth rate in 2022 will be only 0.8 percent and it will be in the lagging group of countries
with an adjusted economic growth rate of less than 1 percent. This group, along with India, includes
China (0.9 percent), Mexico (0.7 percent), South Africa (0.5 percent) and Brazil (0.4 percent).
Saudi Arabia (with 5.4 percent) will be the leading country in adjusted economic growth in 2022.
This is understandable given that during the modern “Oil War” (Bugriy, 2022), Saudi Arabia is on an
accelerated path to growth in 2022, driven by higher oil prices (WB, 2022b).
In second place among the G20 countries in adjusted economic growth in 2022 is Australia with 3.1
percent (other countries have less than a 3.0 percent adjusted economic growth). Although the
stringent lockdowns in China due to the COVID-19 pandemic, as well as the Russia’s war in
Ukraine, have negatively affected the Australian economy, higher commodity prices have boosted
Australia’s terms of trade and strong global demand for grains under the conditions of the “food war”
(Frum, 2022) contributes to the growth of its exports from Australia (OECD, 2022).
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In modern world of confrontational globalization (Papava, 2022), it is very difficult to predict
economic growth. The most obvious example is the US which, according to the IMF projected
growth in July 2022, will reach 2.3 percent in 2022 (IMF, 2022), although there is likely to be a
recession in the US in 2022 (Barro, 2022). Consequently, the IMF will also have to update its
economic growth projections in 2022. This requires new calculations of adjusted economic growth
rates to update the results in the table (see above).
In conclusion, it must be emphasized that, in any case, when the rates of economic growth of
different countries are compared, it is necessary to exclude the “catch-up effect” from these
compared values.
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