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Section A

Answer this question.

Independence for Timor-Leste

Timor-Leste (East Timor) is a recently independent country in Asia. The information
below relates to its economic circumstances before and after independence in 1999.

Before independence in 1999

The Portuguese colonisation and subsequent Indonesian occupation of Timor-Leste
ended in 1999 when the country became independent. When the Indonesians left
the country in 1999, they destroyed or seriously damaged 85% of the infrastructure,
while half of all livestock was wiped out. The high-level Indonesian administrators,
who had been running the country’s government and legal system and a wide range
of skilled professionals left Timor-Leste at this time.

After independence

A United Nations Development Programme (UNDP) report in 2006 showed that
in 2004 40% of the one million East Timorese were living below the poverty line.
GDP per head was US$366, whereas in rural areas it was only US$150 per head.
70% of the country’s population worked in subsistence agriculture which meant food
insecurity and hunger — partly caused by only 3% of farmers using fertiliser and
pesticides. Barter was often the form of trade in the countryside. Coffee was the only
significant cash crop and export. Because of the lack of industry virtually everything
had to be imported, pushing up the cost of living for a rapidly growing population.

For a country which, according to the UNDP report, needed to grow by at least 5% a
year there were two hopes. Firstly, there was the potential for tourism, although the
current infrastructure was inadequate. Secondly, extraction of oil and gas in the Timor
Sea was already providing some income and an agreement had been signed with
Australia to further develop these resources in a sustainable way. The government
of Timor-Leste had created a petroleum fund to provide finance for development.
Other than these opportunities the main option was outside help.

Fig. 1 Selected development indicators for Timor-Leste 1999 and 2004

1999 2004
Life expectancy at birth (years) 56 55.5
Adult literacy rate (%) 40.4 50.1
Educational enrolment (%) 59 66
GDP per head (US$ nominal) 331 366
Population without improved water (%) 47 43.8
Underweight children under 5 years (%) 45 43
Human Development Index 0.459 0.456

Source: The Path out of Poverty, Timor-Leste Human Development Report,
United Nations Development Programme, 2006, www.tl.undp.org
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(a) State and explain two obstacles to development which resulted directly from the exit of the

Indonesians in 1999. [4]

(b) (i) Identify two reasons why the estimate of US$150 per head in rural areas may understate
the standard of living. [2]

(ii) Explain the problems faced by the agricultural sector in Timor-Leste. [3]

(c) Using Fig. 1 and the text, comment on the extent to which Timor-Leste developed between
1999 and 2004. [5]

(d) Discuss the extent to which encouraging tourism and oil and gas extraction are appropriate
ways to promote development. [6]
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Section B

Answer one question.

Explain why some economists believe that the term ‘developing country’ is an unhelpful one.
[10]

Discuss whether governments of low income economies should concentrate on promoting
economic growth or economic development. [15]

Explain why many of the world’s poorer countries face both savings gaps and foreign exchange

gaps. [10]
Discuss whether the involvement of multinational companies (MNCs) is a good way to close
these gaps. [15]
Explain the causes of the population problems found in many low income countries. [10]

Discuss whether encouraging international migration is a desirable way to promote
development. [15]
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Fig. 1

Source: The Path out of Poverty, Timor-Leste Human Development Report, United Nations Development Programme, 2006,
www.tl.undp.org
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