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e 00BbyLoL M930LvBEYDS, oM 30MEI306 FMODBOEML BsFoMMm 3530E9¢0;

e 1OgOHMTMOOLM 353030l S MIW0RS30900L 0b39LEHMMYOOL Mog30LIBEdY,
oo dmobobmb  0b39LGH0Mgds  Bommzol  LsobGHIMGLM  BObIBLME
06@®1d963H90d0 939960L G0 3530@9E0L doBOYODY.
Bo3mmM3w0o 99Dr©3900 LsdsOMEgdMH0305, Mdzs  Dmaogmo Jgdmbgzgzsdo domo
5MLgdMds 33000  BobsbLMMO BsBsMGOOL boM39HJOOL OILEAEY35® ML IHglgdmwo.
d9L50530bo, DBMYPoIOHMO BsoOPEGdM030 T30l IMbLLs FbmEwmE A99956glgAL
AbmBEom 93mbmdozol dymdomgmdsl. Lsgombol LEOWYMBOWIE FosBs0BIdOLsMZ0L
50bbLMMO MBSO BI3O0Ls @S BobblmMo  0bFGgMsEo0l  Lsdo  yzgwsby
36009369wm3s60 3gMomeo: 1690 -1789 {f); 1875 - 1914 §f. o 1975 -2007 (f. o6ob
3obboo. Mbs 500bodbMl, HME 30M39w0 39MHomo (1690-1789) yz9wsBg bs3wgds©
SMHOL  250M33wgMe0,  0vHg39®  SFols  638OMTITo  LEMIBIM  YMBOPMIdS  SMOL
©50IMBO0 58 39HOMPOLMZ0L.
3963005690 4399693l MOl BobsbLMOO 0bEHIYMS305 LBogMdbmdWs© 0B
1980-1990 {iemgddo, o0lggg OHMaMOE  3o0BsMES  Fom0  3930GHswol  5BbAM0Tgd0L
0dgMH50BI300L EMBY. BobIBLYYO dDBMIPILS s B363JOL FMEMOL 0BEHIYM(3058 godmofjz0s
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olgoo  LoMgdIE0, OMAMOOBS MBOM  FoQWO  3OMOYJGHOMXMdS  ©d  MOlZgdoL
39bofongds. 98539 O™ 23BOH©O MO0 IOHMITMIOEIONGIL  3530L0
@65bIOXR GO0 SbEs, B3 J9dMoboEgdMm©s LobGHYIMMHO MHoL3GdOL FodsMm FsbBMHPOOo
dmfyzomdolzgh. 53 3gMomEdo  gobsblmmo  0b@gaMogos ogm  3o®ITIM  dMEM
Sogmgdol 206353 mdsdo  obbmM309gdwo  ©EYMHGRMS300L  3MEOEH030UY,
OIgbsE 30535000 J39949bs 5BMYOY, 5956MEH03900b9b M5 dOMMHMIMSGH0ME IMMbM3b9dL
Q5 59306090b9gb F5M90MHOIE0 MOR6MGOOL HMEL.

535B96 OMAMOG 30 250DIMS 93MbMT03900L 2oblboMdol ba®olbo, J3qybgdo aobwbab
MBOM (339000 2569 M 3900l F0doCmm. BMAogMmo 3936096M-93mbMBoLEO 993303909,
G0d mgmom gobsbbrymo 0b@GHga®mo300l 9999 2o0BMS  3530EOolL  Bs35gdol
SMSLBHVOMOMdS,  M53  JIbos  Boygmxzogh  6osogl gobsbly®o  dsBEOIOOL
AGMOdMI6EHMOMIOLMZOL. 0dob  domzswolfiobgdom, GMI dopswo oym 0bEgayMszools
bseobbo gbms dmMol, LobEgdemo 3OHOBOLO SPIZ0EBE  JIWPI0MPS JOHO 399506
d9m©9do. 1980 s 1990-056 Hergddo LobgHg ogm JMgEo GHows L35G M 3OHODBOLYdOLS
o 139609690  EIBMEEHIO0Ls, Fo0 Mol 1987 erol "dog mMTsdsnl" Logmbom
05BOMOL  3G0Bolbo 583-00, 1992 (gl 93M™30L LogsermEm LobEgdol 3Gobobo, 1994
394bo3mcmo 39LmL 3GOBoLO, 1997 ol sBool LsgsermEm 3GoBobo, 1998 ol HMLgmols
530656LM0 300Dolo, s 1998-2002 Fargdols sGgbBoboicro 39bmL 3G0Bobo. s0bodbreo
36M0Bolgdol 259mdf3930 0BgHgd0 Lo3dom 2oblbgzs39dMo s IMOZsRIOMZb0 0ym
©50Yyg0mo  B393MWH30MM0  Mo3oLbAGdOm  BodLOMGIMO LI MGH™M  3MMLYdDY
©LOMWYOMWO EOLGB 300 Bodsb3M LoliEgdgdoo.

LobGHYIMMHo  3MHOoDoLYdOL 3309308 FggRs©,  93b0gM-93mbMAoLE B> Boswfogl
3MbLgbLMLL - 0doLomgzgol, MH®I GobsblMTs 0bGHYAMSE05 IMOGBML  93mbmdozwmeo
LogdgEo  4399bobomzol,  LoFoMms gl 399sbs  93059MmBOIOEIL 29633949
Pobo30mmMddL.  50bodbmwo Fobs3oMmMmdgdo Mmoozl BEGHSBOEIME  F530Mmg3MbMT03MM
300@039L, x9bLOE BOLZIWME 3o E03oL, AE0ge BsdB3M MY YOL S I e
15390l 3308 MBWGdSL. 93mbMIoLEgdo oEHows JIbOHMBd0E Fobsblemo
06@ 9365300l 89009y 056003 g3MIMAL: 30MEI30MH0 MEbmMo 0b639LEH0E09d0L bgemol
d90gmds, G0 3930EOOL BSBEOIOOL O0BYMIEODIB30L O JO30GIOL MOZ30LIBWS©
2900069001 533905l dbmeErm@ dsb 9999y, OMES J399obsl JosBbos  9xngdBHMO s
39630000900 3530¢90ol oo  05BIMO O OB WO  BoMYRMIOMHGOIO
Lol gdgdo.

5358056 296300050905 LBOBIBOM 93mbMT0Iol Mbs 3Jmbogl LyodgEM F5EIMES OMYME3
doo, 91939  LOgOHDITMGOOLMm  0b39LEHMMGOOL  M35ewdo, GMmI  JooMMmb  BobsbLwEo
0639365300l 0LgmO LEMYGOIO, HMAMOOES FgGO W0330MOMDs, F9EH0 BsobzglGogom
5JBH03mds @ @R gdwo  93mbmdozmMo  BOES. ™30 J3994obsl  sbolinsmgdl
3990530 bgedolsfizomdmds MEbmmemo 3530390l BsBOGOMID s STSLMIb oG
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399Bb0s Lobm s Lv0dgEM 35¢Es, 030 F90dwgds gobgl Imfyzwoo 3s30@sob
13930930 O0  FMIMHMdOL JodoMOm, OHMIGdd3 o308 FBGOZ Fgodegds dsdmofjzoml
L9YOHOMBMWO 936MT03MMO S LSOO IBIbIGIXGdO.

0930 3M935¢0 930b6m3030LEOL IMLsbBMGdom, 1930 Hergdol oo W 3Mgliools G909y
439e9H9 0O BobsBLYEO 3OHO0BoLo dmbs 2007-08 fiergddo. 0go 353MmEMId0m o93IO
dbmgomdo  MEoEgl  Bobsblm®  0bLEOGMEIOL, Mog  9©33gOowo  0dbs  dbmerm
96HMm36mo  I0og3MmmMddol d0ge  25GgMwo  IbTsMYdom, ™3 3M0DoLo sFom oG
3969690 es. o6 godmofjz0s 333900600 350bs Loggmbm BsBOYPBY, Mog 9009y 9339
50LObY  M9oEM  30bMB035BY - s0hym Mg3glools s FMdg3r@mdoL bobamdwogo
3960m©o0. 300Bolo Fggbm GMAMOE b30m5Mgdmwo, s1939 296300509850 J3994bgdols
MdM93wgLMdSL, bmem BM9Eds BHMOOMbMdOm 530 MEsMO Fgo0bs.

506036990 BobsbLEMmo 300BoLO godmofiz0s 3mA3gdumMTs 56M59RBgIEHVIMTS 3ME0E 0350,
(19903 9H5olgds 1dMm30 Jmbgdol 396dm bo3MEMYdST0 JMbols, §o9E30Ws 03M™Y3vE
Lgbbgdbg bgerdolsfizEmdmds sdso Mgo@obyol dJmbg bglbgdergdolimzol, Bgwdgds
39059R3Ld  03MMY3MM0  30M90EJOOL VOMGOIMEGds FBMEME 0dol 35MYMODBY MIMS30
Jmbgool  goligdo  399©To35®  RO0BOIIMS,  3MB39bLsEooL  LoLEGdgdds,  MMIgos
9393500056 LBoolgMm dMEdsBY 0gm MGM0gbEGH0MGOMEO MdgE350060 VOMmYOMEdOL
399960 b33 s 915939 9009339GVIO0 3930390l MYHM39d0L 5OJmbsT, o3 B639dLS
@5 LosBE393™m 333560908 353056000 FobBLMGMO ZoeEYdMEgdIBOL  IMABEbMYdOL
L5359l Job390s.

50b0dbmds  gobsbly®ds  3M0BoLAS  WIOYMBoMO Q93 ghs  BMIbEOby  YEOMBIH
130656 063 gaM9305Dg. 396IM®, 9ES 0639LEMMGOOL BEMdS {EPMdIWME LsFMbM
05BM900lL J0FsOrm, o99353MS Lglbgdol o393, 93390005 F9dzoMm©s LOYOHDSTMGOOLM
35FOMBS O MbMEO  3930Gool 653509gd0. MMI3s 8003MMIPL s (396GHMIW MO
0563990L 369390096 GH™  BobIowMHo  LEGH0IMYWOMIdOL  FJPIPOW, 05RO FBEOL
9mb9gBHoeMEo  3mEo@03ols s 0bLEBHOEGMEOMOO  IbTsMYdYdOL  ysemdoo Tgdpma
65096039 fgwofodo Fglodegdgro sdmBbEs QEMdIMmo B30bsblmMo LoLEGgdol
LoLEBHYINOO 3MbOL 193006 SEOEYdS.

10656bMH0  06GHYAMOE300L  OLEBHMOOMWO  GEI3JO0L  FosbooBgds Bsdowgdsl  0derg3s
UHmMo  2oboboBegzmml ol 8580md6539090  dogws @ JodoMmMengds,  MMIgEos
3608369035605 439960l 85360930603 MM0 s Logs®mgm 93mbmdozmemo Logdosbmdol
©5393330L5L. OLYOEHSE00L F90RMT 939080 BB Ls30WHYdO 93BG
056509060Mm39 390H0Mm©dg B0bBLYMO 0bF M3l O s [obsswdpgymd®mog
939690y, MMIgwms 99wga0 Jobo QoxBIONMIdI0m LEHMEEIOMS.

Bsddmdols dgmMg 030 , BodoeMz39wml 9363030l A9630EMGOOL  9BHO3900L o
10656LMO  0bFGIaMs300L  BHbgbEogdols  Bodmbowgs®  @igEmdbs  BobsblmMo
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0639365300l 0LEGHMMOMWO 933900l  5bsEoBL, M08 LOTSEYds BM3Es S0TMY39h0bs
ol 3odAHMMYo0, GMmIWgddsg  Lsxkxmdzgwo  ByMEIMgL  LodoMmzgumli  0bGgaceEost
3MdIE 93mbmdozsdo.  Fobsblymo 06EJaMo3E0s BMYSI Mo s babaMdmogzo
36MHmEqL0s, B33 LOMMYIEOL botobbo 0BMPYdS, MMEILSE 39996530 LOMMEYMBOWO 56
560l 0bLEGHOEY30MbIE OO bEGOMIEMES.

LodFmms  393006H0L ©odErol 999y, LodoMmzgwm, 93mbm303MMHO MGIRMOIGO0L sboen
9H93DY  390930s.  25dMoym  MHgBMOHI0MOOL  3OHOMMOEIGIWOo  F0TsMMEGdgdO.
0530BoE0 93mbmdozmemo LolEgdol d9ddbs MW Lo3MgIOoEGH™ 0bLEBHOEMGHJOOLS s
BogoLObOEM  BsdOYXIEHM  MOYIBOBH30900L  sOLYGdMOOL  2o69dg FgvydEgdgwo  0YM.
530Bmds3  oofigm  Lobgwdfoxzml BOOI6 93mbmdozol  GgyMEo®mgdol LHimeo o
9183993WM0  Igom©gdol  890w9dsgqds.  dmmbgmol  gobsblms  obobiG®mol oM
36bmO309mgdmwo  93mbmBogmemo  MHgRm®Igdo  35dob  Bmez56m  JOglE Mmooy
35250mMO© 0939, MMI3s LEdIBOM 93mbMTo3oL Tgbodsdolo OBLEOEHYY30900L SOOLYOMDS,
09306m3030L  ©IMY300JOWS©  FsOMZ0L 239030 gdoL  5MHIOLYIMBS  J3994obsl
39630056900l Lsfyol 9o3Bg39 Pobdo 59d(393s.  3MIMBEGIOL FMY35609ds BogMHSTMOOLM
130bsLMOO0 MMHR60DO3E0gd0L  go6gdg 9w gdgEo 50dMBBs.1995-1998 (jengddo dgoddbs
LodSBOM  MOPOYONMIGOOL  FoMJYI0MJdGE0  1539bMbIEId™  B®IsEHomeo 5By,
Bo3mMyo0d@gds Logsolisbom s LddgMm FMALobMgdol 4sdf930 0bLEGHOGMGHYd0, ™mE
0560L0sBo  Bodobzm  LoLEGYS,  IBHIOEIIMEs  93mbMTo3MMO  MOHDOYOHDHMOGOO
LogMMITMOOLM  MOY60BIE0GOMD,  OMIGdoE  J399sbsl MBI IE  Logmme®
3°0mEOWgdL s  9HFscd0dMm©bgb  GH®MIBLBMMTs300L  3MMEgLOL  FoMBoEgdom
396bmM3099d580. 53 396M0MA0 BoJBHOMMOI® ILOIWES 36035EH0DBEOO0L JOMHOMOO
36MHmEqL0 S B535FOM MOMO0IOHOMOJOO 300093 YIROM WOBIOSWLIMHO AOHB..

1995 §ie0sb Lodos®mggwm 93mbm303mo dMIscmgmdol 5TmUBHmMIOoL Dol osYs:
d83-0 2,6%-60 O 3560335009, bmgrm 0bxws3os 157,4% ©ox0dBoMs, M3 39(30¢Jd0m
©39m9Lo 3583969090 obersm fobs fargdmseb dgwamgdom. dmdwg3zbm fergddo 3o (1996-
1997) 93mbm8ozmemo  256Mm90m 30093 NBOM  godxmdILES, o3  JmErosbo  dos
36019 EHoL 0momddol 24 30HMm3E6EGH056 BMHTdo godmobs@gdmes. (Bobwsdg s dmfjgbsdg,
2013).

0MIoMmgMdy  oMYmBomd©  dgoalsows  1998-2002  femgdol gob3ogermdsdo,
9306M303960BOOLAB396909ofcwon®  2%—-0gsgi3e.  Lsdspogmme, 2003 Fganl,
15305 00 Jos-J39960MHo Bm3zwgbgdols dombgszs, 883-0 BMHs 10%—-by dg@o
©5830JLOMES. YY) odm3zcmoEbogo 2008-2009 Hergdol 30Ol MMM 93mbmdolme
0T, Logo®ngguomls 9306™3803960BMOoLE™bYIn0gyTwgddos
15305MmToOE0YobEsm. 2008  Fgool, @Ebmdowo  Imzwgbgdols  Asdm  (Brmlgom-
Logo®mzgeml mdo), 3d3- BOHFTbMmEm© 1,9%-bdospfos, bogm dmdgzbm {gl 30
3,9%-00 899930605 (boberodg @s dmfigbsdg, 2013).  GgEgbool bgewdgdfymdo xsgd@memo



3WMdIMOHO  BobBLMMO  3M0BoLo  JOBWEIm, OMIGTs3 JOMYMNWO  (33X0EHdGO0
9b0bs AMBoMmb 3obsbLO 35BEMYODY.

2353030 Nel dmerosbo dos 3MmovydEo dmwpdog 2010 fenol gsligddo (2003-2016)
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27072

25586
25 000 23-654
20263 20 743 24 455
20 000 22 241

Yo7 19 784 19523

14 656

15000 1= """ 15061

13853

10 000
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BysGm:bagsmggealls@obeo30bgimgbrmobsdbsbroosbsds®omggmmlgtngbmmodsbo  http://www.nbg.gov.ge/ >
http://geostat.ge/ pss0¢{j3gdsicmosBggblbdog 01. 03.2018

9439460l 9m0-9m  439eOBIOMOLZ-RIJBHMOMSE  0M3gds  B0dO0bsGmgy  sbIMOTol
©93803030. 2014 (gl ws®gmngomds Lsewmd 303 dosefios - 5,741 dogrombo 5dd
MO0 99503065.9L 496339MwHoms, 399mf39ME0 0Ym WML FoOEO YOBEILPOMO
39OLom  (Moxgozo Nel), 30650@sb  5y0MdM030 35 BHOL  go33womo  JMOLOL
Lodwogeg bbgs 35EHdmb 808sMrMds30 LGNl 5dEg3l 0d3MEEHOL HBOIL. Moz0L
dbzmo3 30, 033mOGHOL BOS bgyoBomcs dmddggdl J3gybol LogsFmm  dowsblby
(E®®oo Nel). dommeoss, 2011-2014 femgdol 9s6dogbg 8900Rbg3s 033mMEHOL dBsGro
A9b9b309, M3 Logeo®gm 30FMHMdOL  bgasBH0M®  Logrmdoa s0Lsbgds. (bobwrsdg s
dmfgbodg, 2013)

gb®oo Nel Logo®gm Bo35FMmm dMMB3s s Bsgas®Mgm 35FMMdoL Logrm, 2010-2016 fjemgdo
(8ewb. 533 EMEsG0)

2010(2011 [2012 |2013 |2014 |2015(2016

b5356 gm 53536 ™ 3G xb3s 6913| 9259| 10433| 10933| 11463 | 9505| 9408
I(’I:g"];?Q’OI’ 6930606069090 9gb3mG G0 | om0l o1g6| 2377| 2910| 2861| 2205| 2113
bogmberob 9aoboH o6 gdawoe 5236| 7072| 8056| 8023| 8602| 7300| 7295
093m & &o(CIF)

bogo@gm 353G mdob bsgrm -3559| -4886| -5680| -5112| -5741|-5096]-5182
995306 &o 69946306 Bob 35698y 1380 1693| 1606| 1812| 1873| 1637| 1657

§9o6m: Logo®mzgEmlbBoGOLEH030LgMM36woLAsbMO, 35s0mEagdmemoskgybldogm 15.02.18
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dombgsgs 0dols, @A 2015 (gl modymgzomo Lserm Jgd30Mm90wos, gl 556
335993l 030l mgdol Mg gdsL, MM J399bol 93mbmdozMEmo BOS g3l sYOEDO.
399306905 250m0(j30L MMamOE 9JudmmE0L, g3y 033mMEHOL 890300M9d50.  MMIgwos
LogOOM K5O BOBIBLYOO 0bEGYMSE0OL M3MLZEL  MB39bgdL.  FoBYbgdOl glfogersd
5B396s, M 2015 ol 83390005 29RO WML Fo33womo 3Ol (ssbarmgdom
40%-0009), 5353 @o8mofj305 033mOEOL d903069ds 1302 9g0b. 590 MMM, 96w
©obemgdom  15%-0m. Q5MH©S 5oLy, Mgaombdo  3meo@036m-93mbmdozmmo  gmbol
399956919053 S MBSO MHMDST 3603369 ™m3bs 0dmddgs B3960 J399bol gJudmMEH ol
953969090 Bg. gl Bo3dom®  WMAO3MNM0E  FobEsgm, 306506  LogdoMm3zgwmbmzols
doM0mo©  Bogdu3mOEGHM  ddBEOYOL  LHmMg MHmI  Gguombols  (F9HBmdgwo)  J3qybgdo

Pot0mo9696. B9ogav, 339 2016 Hgl, 2014 Hgermsb gosmgdom, gdudm®Eol
9563969090 99930605 26%-000 5 25)EHM S 0omgdol 2011 erol 5B3969d9wl.

930Mmbo@M©®ds s 5ROWMIMH03Ts 93mbMB03MEMmTs 3M0DoLYdTs, Fglsdwrms F9s930MHML
3930350l 653500900 (35y. §3994bol 9dudmMGH0o, 30Mm30M0 MEbmMGo 0b3gbGH0E0gd0 ©s
1b39). 39bLs3MMEMGOOM 30 gGb MZ5eBBODbMS OGO 35BHOMS S FIb30MsMYds©O J399b69d0L
3525omDBY, MHMYMM0E BodoMmz9wMms. 580GMTd3, SME 009 0l 0030505 808sM539b6
bbgoalbgs LygBMsTMMHOLM 0bLOEWEJOLS S 35OEBOMM J39969dl 0AObsMY sBAMOTO
©IBOEOAOL  503MbIGRL3MgMo.  LIbs33wm© 30 0HBMEIDdS LogoMgm Zsero. GMAMES
gb®owo Ne2 a30h39690L, LoJoMMZgwml dmosbo Bogo®gm zsewo Hargdol dsbdowby
0bMmYdMms. 2015 Ferolmzol 30 509953 gdm©s 15 oosmE 538 MM, bowm 2016
Peoolomgol gl dsbgzgbgdgero momddol 15.8 dowost 508 MEs®L 99sgbl (obowgom
gbOowo Ne2). 50b0odbmeo LogoMgm 35¢ol  osbemgdom 2/3 dmolb  Lodmogmmdm
19gBHMOLS d MVBROBIBLM 300MH3MMO3090DY, brm Bsdsbzm L@ mMol bggoMomo fowo
1/5 89500,9b0.

300 Ne2 300560 Lsgs®gm g3sewo 2011-2016 Fengdo (s0slo s33 mes®o)

2011 2012 2013 2014 2015 2016
Lod»og3Mm™dm LgdBHmGo 3695195 4250558 4190599 4255819 4390341 4677798
96 m3bmmo 35630 815 400 582 320 338 205 251759 219 244 200 281
8563990 2119618 2468535 2646886 2683354 2957126 2974359
bbgs LydBHmMgdo 2239384 3327974 3471499 3586600 4503475 5430808
30 5b5d563m LsgobsbLm 3MG3mMHs309d0 99 329 171 596 186 880 219910 246 936 254 879
56558 0656bMm 3MHIMmMs309d0 2140055 3156378 3284619 3366689 4256539 5175929
30 8356osmsdmGolo Lybbgdo 2724935 2662851 2648357 3074086 3012955 2505546
oo wosbo Lags®gm g3s¢mo 11594532 13292238 13295547 13851617 15083 141 15788 793

Dgotren:  Lodo®rmnggumlighmazbmodsbjo www.nbg.ge 2500dm(jdgdwosB3z9blidoge 23.02.
2018

d9x59900bm30L  F90dgds  0md3sl, ®md  Bggbo  J399boll  B0d0bsMg  sbasm0d0
3393060000 B9gasBH0Em0s, M3 0059 F0ga35608690L, ™A  ogowgdom  I9BHO
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©OMGOIgds  259®0bgds, 30069  899mgobgds  LodsMmgzggemdo.  goblozmmegdom
50b60bs300 FBsMIEO F0dEObsM) s Logmberol J39sbyoe0dgdol IRBOEOGHIO0, o3
05308 dbG03, 3odm39mwos Bsdsdem Lsdmghizgerm LgdB™EMmOL 496305690l sdSO

Mmboo.

939960l B30bsBLYGO 0bEJYMo300lL MbY sLsbogl: GMam®os dolo ds3Mrmg3mbmdozmeMo
3003035,  LBoobgglGogom  3dMgdm,  93mbmdozmMmo  BOHEOL  39ML3gdE039%0,
b39d0EMOMBOL 06E035BHMEMID0, S O3 8935005, M59EIBs® ILEAZ39005 WEbMmwEO
530656LM0 653500900l Mogz0bBRWsE  FgIMLZErs o JolgEs. 5T MZoLIBOOLOM,
Lodo®mm39em ABMABEOML Y39esHg 0dIMHSMMO s RobLlBowo §394b9gdols G0ygdT0s.

3b®owo N3 3bso@ 3308396900, G 2001 ferosb dmymegdmeo 2016 (ool Bsmzwroom
Bogom39eml Logsolabgwm 85¢sblol BobsbLwME s6a5Mm0T0 JOMOMIO FoBIMYd9d0
bgdms 3003060 Misbmmo 06393030900l J395645008%g, s1g3g 9609369 mz560
35396090900 04m 3mOGHRJMMO 06393030900l s bbgs 0639LGH0E0gd0L bdsMH0T9dbY.
3obLb35390000 5doligsb, dOMB3s LoMYbgMzm 5gE039d0Ls s BobsBLMMO [o®mBmgdmwgdol
5b50m0d90%b9 Ls305Mm© FMIMHA>GOIIO 0YM.

300 Ne3bsgsermgzggerml gobsblvy® sbas00dbg dérmbgs 2001-2016 (3¢wbs3dmms®o)

2001 2002 2003 2004 2005 2006 2007 2008
domsdomo obgglBogogdo 106 156 331 483 542 1183 1676 1418
3mGGHRgwol obgzgl@oiogdo 0 0 1 -14 15 140 21 623
80656 o HsGIMmgdMEgdo 0 0 0 0 0 0 1 8
Lbgs 0obgglBogogdo 119 64 20 9 178 180 597 842
LG gbgdgzm >d@GHogzgdo -51 -32 19 -178 -111 -439 -377 -131
80656L@Eo 56456080 173 188 370 300 625 1065 1918 2760

2009 2010 2011 2012 2013 2014 2015 2016
3o as3oMmo 0b3zglbGogogdo 677 679 902 614 830 1356 1267 1177
3mOGHBIob 0bgzglbBosogdo 11 251 133 848 -37 209 -154 41
B0bsBbLYGO HsHIMgdMegdo 1 1 5 5 -2 8 -2 -4
Lbgs 0bgglBogogdo 853 300 1208 347 11 132 499 787
Lo gbgMgzm s5gdBH039d0 -616 -208 -572 -38 45 33 99 -245
B0bsbLyGo sbastolo 925 1022 1675 1777 847 1739 1710 1756
fgo@m:https://www.nbg.gov.ge/index.php?m=304#sagareoseqtori LogdoMmggembyg®mgbmeo 09630;

255008980 Bz9bL dogm 21.04. 2018

b9dBH™O9d0L FOHowdo gobbowwo MiEbmmMo 0639LEH0EEYdOL IMEMEMds 08 LEgHMgdHY
doMmomgdl,  MMIwgdos  LoJoOM3gw™mdo  WRGM  FOMOO 3OO MIO
399m0Mbg3056. vy 2016 {erob LsobgzglBoEom IdBYdIOL 0bMLEBHMOgdOL dobggzom
5353300900, 50IM3569bm, MMA (jodyzsb0 LRGHM  GOBLIMOGHO  Aobwwsm;  dsL
b3l LEFobIBLM LgdB MO S 8TY6JOMBS (EMox030 Ne2).
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30583030 Ne2: 306033060 vsbmMo 0b3gbG0E0gd0 93mbmdozol Lgd@Em™Mgdol dobgwgzom,
2016 (507510 539 EMEPSGI0)

7975 48 951

B bomgeob 399OHbgmds, ®93bFgcms

141992 H 5d0MIM3m39d0m0 IMYH39wMdS

124472

©5858¢)8539090 3O fggmds
149114

® 969639003
H 999690@mds
111406 LoLEHMIOMYdO s MYLEHMMbYdO
28 765 B 3®sbL3mME0
W 35330650099Mds
X96360. ©5335 5 LmE. EsbTsEYds
3030 Jmbgds
L5530656LM bgJBHmeo

©565mBgb0oLgdBH™emgdo

§go6: bodoMMZgEML bBsGHOLEHOIOL gOHM36Mo Lsdlsbwy@o http://geostat.ge/cms/site_images/_ _Geo.pdf o
http://www .investingeorgia.org/ 35059m{jdgdmewos Bz9bL dogé 07.04. 2018

36583030 Ne3 3boo@ Formmomgdl, MM sblbgsgzgdom (jdobs doMmasdomo wEbmmmo
0639LG030900Ly9b, dobs 3mMEBIMOHO 0b39LEHOEOJOOL BEsbLO bdoMs® 0(33WYdMES
©OIJO0MO0ID MoMyMmBomol3gh s 30MH0dom. s0bodbmmo goddo dommomgdl 0dsby,
Omd 30OFGRIMO0 063983030900 BEHOOWOHMOdOm 50 godmoMBg3s ©s J399bobmzol
36M0Bolme Lo@mo30gddo bdoMs bBgds BobsbLWEOO bB5350900L J39960@6  Aoligas.
5060860 Bogd@BHo - 9699 3930390l oo IMBOWMds (3bos© oMol J3994bols
3obLboMBdOLS s BOBBLWEMO 0BEGYMSEFO0L 15305MmE Fose EMbyBY. Mz lsBobms 2008
s 2012 Hergddo 3mOHxzgmeo 0b39LEH030900L J3994bosb 933900600 4500693y (o030
Ne3). s0bodbmamo goddo 8godegds s0blbsl dglisdsdol ergddo mdobs s dmsgmmdols
33X0EgOLMIb 3533000  J3994boll MHolggdol oG gdom, Ms3g LodMEWMM  xs5ddo
3mOGRIMM0 06398030900l 8339060 2o0bgds odMof300.
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3®553030 Ne3 (jdobs 3mM@GHxgemmoobzgldosogdo 2000-2016 (Ab. sddmes®o)

200

154

3 0 -001 -1 14 .15 21 -11

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

; 37 -41
-200 140 -133

-209
-251

-400

-600
-623

-800

-848

-1000

Dgo®m: Logds®mnggerml ghmabmeo d3s630; gosdmfidgdoyeos Bzgbls dogé 21.03. 2018

Bogo®mzgeml 93mbmd0n3s, GMmaMm®E3 B90mombodbme sb5e0Bgd0sb ©s3065bgm, Lo3d5Mm©
933000050 6953060908 M9ga0mbly vy AbMBEroMm 35HMYGODY 49630m96M9dMw dmzwgbgdols
339005335, bAo@obBozs 330B39690L, O™ dbmxzgwom gobsblmmo 300Bolol ™l
((bgo-bodormnggarml  mdob  goMmEs)  30MHEs3oMo  Mbmm@o  0b3z9gLG0E0gdo
6500035065 J90306Ms. 515939, 3MOMRIMMO 0639LGHOE0JO0L M36MY39IOGH™ 35O b
©58304LOMEs  93MIM3500 630050 g™ 3MODBOLOL  odm  (yMoxozo Ne3),
G0dgwog 3036 2010-2013 Hergddo dospfos. B3gbo 933060390980 80330009dL SMOL
393300 3NOLOL  350MEBsYBY OMEsMME FodsMmngdsdo, Gog 2014 (gl GgyombIo
396300560900  93mbmdozMo s LO39WBHM  3OODBOLYIO® SOOL  godmfzgmwo. b
439wox9gmo 0dol 3560869090, GMI LOJoMNZIP ML MBSO RobBLME LoliEgdsdo
0693606900l ™bg 5305MmE oS, S FoToBOSTY, J9M) BodBHMEOGOOm A5IM[39Eo

®0l39003 ©O0Os. 50bodbmwo GoddHo 303 gOHPbgw bsBL ML3LAL  M3GH0TowrEO
8536936™80379M0 30e0E030L go¢ocmgdol 36033690 mdsls B3gbo J399bolom3zob.

659GMAol dgbsdg ogol JoBsbos, MMI IMEBEObML  sOLYdWMWwO 33193900l DBmYs©O
LobmgHo s 9633900 FoMdmEagbs d9gdadbols 93mbmdozol 58 B oMY YgdsDY.
Bsd0™ddo  yM©mo©gds 80J3gMos 565 BsOGH™ Bobsblmmo 0bEgacsEool  306MHI306
918399, 965990 9053060306 (0000) BgR3wgbsbyE, M3 DMmAdI© sGE 0lg B3¢0
933093500  IMOL  K¥JOMZB  gMMoEgdsl. B396 dodmzoborsgm 03  FMLsBOYOL,
OMdgwog  99330390L, MM 3930300l 5basMm0dol  0dYMHOI0DBIE0s  FoMTmMoqbl
doMgME 3OO9Il 256300050905000 J3996900L B0bBLWEMO 3OHOBOLOL 356 drwm Mo

S gmeol 496353@mdsdo.
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sbowo  doyMmdgdo 296339 foEe©  @IIMMH©S  BEBHBIOEWMWo  Bgmzwsliozmeo
3393990l Bo®BmL,  GmIwomsg  ohows  bgerddmzsbgwmds BobsblmGmo
3MdIOBIE00L  WOBHIMIGHMOOL  SMIMEO  BHOWwEs.  d©0bodbmwo  o@gMo@OS
1306BLMO0  AMBSODI300L doMOMOIE BO3IMIV 3OS  AMIJ350sb0  [fdobs
3930350l 65350l 296300050900 439969306  gobgz0maMgdso  93mbmdo3gdoli3qb.
LodSBOLM 0Ys 0gm 0, MM 5630 ME J3996gdL 59300 OO 3530ESE0 530D,
M3 396305609050 J394bgd0 3930EH ol 33390060 ©IBOEOAL 3960(306. TgLsdsdobo,
3930350l 50bodbe b6535L by 499mgfi30s MROM oo BMES Pob3005MGdS©
9439469030 s 39000 EEWGMOOL QoMIXMOYGdS MO39 X dMNBOL J3996gd0LM30L. SEIdS
3oL330600 56 sOOL, GMI WOBHYMHIGHMS 93mbmdozmMo DBMHEOL Tglobgd sbmGew
(0BMWH30MmbolEGMO) J39969ddo (Fopowoms, Hall s Jones, 1999), bdoGo ofywgds
3680 H6 39©gaJL. OmYMOE B3 ©s3065b53m, SO 33€g3gBL sLY3Y 3JMbwsM
90300090 4oHBMIz0L  3MMOdMYIYd0, MMIgeog ol F9dgao Jbs  900MYIMO s
Bofformd®mog 35063 godmlifjmMgdmo. dspqsmoms, 33¢093s (Eichengreen, 2001), Gmdgeros
5939631 93bMBM3ME BOEOILY @S 930G bIMOTOL M3gM(30980L F9BMMO39dL
dmOH0L  MOH00JOOMBIBY 539190, 53BH30EJdL, MMA  9d3oMmoMwo 83303900900
15305Mm JOMAZ9MM35b0 96 sGOL. F9damdo 33erg3s (Prasad s Ubggdo, 2003) 5B39690L,
M 030 BobBLMO MBI 0BI30sL MBROM BsMomnm b3gdGHMTo d93bgEszm, LYIMSMO
MROM 2909603393900 bgds. 535L0sb, 9MIMWO WOoEBHYMHOSEHIMS 396 545e0d9dl doByb-
0909203603 39300609 30bsBLYO 0b6EJM3E0sLS s 93mbMT0ZMH BOHPIL FmMOb. Q5O
500by, 90539 33930l obobdo, Q9bgz0maMgde  J3996gddo  BmbdsGmgdol  HBMoL
A96w09630900 YOI 3530060 ROBBLME 06EYMOEOL, o3 Lado®moldotmm
5133655 0FoLY, MOLE 356Mb03MMO MYMOHOEO BMmEYgdo 3OMYRbMBOMGdHI6.

AbsBOYGOSL, MMI  FobsbLYYOHO  JeMdIWODsEos  93MbMTogMH  BOPIBY  ImJdggdL
dOMOMIPIP®  9M330MPI30MO  sMbgdol  39dzgmdoo  860d3zbgurmzsbo  aog3wgbs  5JaL
98306000 565¢00BolmM30LsE. Y39wsbg Bo®EH030 bgm3zwslogmMo 93mbmadozmemo BGOOL
dMmEYo 3565 MOL, OMI GobsblE QMOS0 Mbs Tm3g3zgl  3930GHSEOL
390006905 35303500 ORI §3016MB030@B 353030 V(0D §3mbMB03530 0doG™d,
G0d 59 39653690 3930GHWDBY  M3MJds MBSO 0ymlb MBOM  Fo®oo. MHMYME3
50dmPBbs, 3M9dBH03980 50bodbMwo FmEgwo 56 FMTomdl, 306506  BodBHMdMoz30
3930350l 6535009008 IMEwEmds sbermbsg 30 9O MOl 0slmsb, o3 gl LsdsbBoLM
8090 3MMABMBOMGOL. 50bodbo bszombo Lsgmdzwosbs sMOL gobbowrmwo Lucas-
ol (1990) doe0sb 3609369cmzs6 BsdOMMAT0. 0dols sboblbgwrs, M) MoG™Ad 0gm 3530GSE0L
653500900 590 VWO Y363056M9d50 J3994bgd0oL3gb, Lucas-8s> o35 JG8MY30535BS
sboeo BOEOL dmEgwo, HMIGEoE ©IRI6gdMw0s 49630msMgdM 439969000 oo

39939059  55d0BMEO 353039 DBY. MIzs MBOM  MIbsIYJMOM3g 33193000  Lbgo
9095009300 IMobobal BM3IMLBoMGds.  Fogowoms, Mendoza, Quadrini s Rios-Rull

(2007) s Alfaro, Kalemli-Ozcan s Volosovych (2007) 58330339996, ™3 obl@o@om®as
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bs6399900s 29630060905 399690830  Fgodegds  aodmofjgoml  3930GsEol  Bogools
9906mbgds o 3930FHowo F9dmbgerol boz3wo 25309L J399bosb. Reinhart s Rogoff
(2004) 356(590MdYD, MM gobIgMMJOIO IRMWHJOIOL s BobsBLMOO  3BOBOLYdOL
Log3Mmby 29630560905 J39969ddo MROM BooEros S 5396 Fgodgds IGYMBMU
Lo0b39LGHOE0M oMM s Fgbodsdobo FgodEocmmlb 3530Eswol dgdmbgrs. Gordon o
Bovenberg (1996) bsblb «li09396 5939 06830mGOAs300L SL0dYEHMOOL 3OIMdEIISL.

9930600 330093900, GMIWgdo3g 99HEbMd0L MmBoEgosw® (de jure) dmbsizgdgdl
3930350l 56256000l 2oblbomdol Tgbobgd, MHmymes fglo, 00gd9b WsEIdom Fgwgagdl
5306566 0b6EgaMo300L  493egbol Gglobgd 93mbMA03ME BEOEIBY. MMIEs SOLYOMBL
bo30sm  93egbosbo  33emg3s (Rodrik, 1998), Gmdgwog 593303906, MM 3530350l
56250030l 0dIMSW0DOE0SL 56 593L 360369 Mm3560 9539dBH0 93MbMT03MOH BEOEIBY. Aol
565¢0BTo (33¢090 3930EOE0l 30bEHOMEOlL dglobgd dm399E0s d0bsMEO (MOMBOMO)
Lobom, Mg BobsbLYIMHO 0b6EJM300L 5935605 do¢05b “Mbgdo goBMAZ30L FgomOos. IgmMg
dbc03, 33¢935do (Quinn s Toyoda, 2008) 259m0yg4gbgl Go 3530w gd0m MROM Esbzgfowo
3900ma00  BobsBLYIMO 0bFHJAME00L  FolisDMBs©, WIsEYOBIL  oYdOMO 3538060
3930350l sbgoM08oL  2oblboMdsls s 93mbmB03ME BEOEIL FmMol. 08 33wg390d0,
(I gddos  399mygbgdreos 3030390l 569600l  oblbogrmdol  dglobgd  HmymeE
M30E0SeMo (de jure), sbggg Mgowmeo (de facto) dmboszgdgdo, MHMYMOE Habo GgsmMo
(de facto) Ombsi3999d0L  200mygbgdoll OML  FobsblyHo  0bGHIAMIEO0L  A93egbs
9306m303960 BMsDY MBOM OIII0M0, 30O) MBO30sMo (de jure) dmbszgdgool
3990ggbgdolsl.

m36003bgms  obgmo  9d3oMovmo 333039099090,  GMIgwos  9OMsbgomsb
5393006093 439960l 30bBLMO  AeMBSODOEF0SL s J3999bsdo BMIbEIG  F3oBIBLME
36M0BobYdL.  MBEse,  9M339ME  Jgdmbgnzqddo,  OHMES 3930350l 9bsM0dol
0dgMHS0B30sL M6 b3zl BoJuLoMgdMo LsgsErmEMm JMOLOL Mgsg0d0, T9godegds
39000300 3MXMd9g00 3mb30MgEH Mo J399bol 93mbmBozsdo. dowmbgsgs 0dols, MHMI
36M0Bolmo  930BMmYdo 043938 Y39woHBg O  YMMOEMYdsL, oLobo  Abmem
396bs3MPMHYdMo 399306909005 MRO® D500 95360093630 39M0
5M5BBHOO0WMMMOOLS. 58 3Moboo 9330MH0vImo 999900 653¢gds  LobsMdogwms -
8019595350 09MM0ME0 3OMABMDBYIOLS 56 sOBYGOMDBL §F30MH0YIEO 3E30EJIOMEYdS, ™MD
130656LEMo MOS0 Bsdg0mo 5930690l dmbdotgdool  BEOEOL
SMSLBHIVOWMOMIL  3MB3MgEH™MEo  J399gbol  MHoL3JIOL  LEgMHMSTMMOLM  G3obBIBLME
LobG9dodo osbsfowgdol yboom.

dgmOgl  dbG03, 9OLYIMIL IBIMEO  9IZoMmoMwo  IBHI0EJINWIdJo0  FozO™Mm  Mbyby
(06MLEGHM0g00L s FoMIGOoL M™bol Jmbszgdgdo), MmmIgeroi dBIOL  MFgGL 00
AbOBOYOSL, OMI 3MOGHBIWNOHO 39300l B350l Bs8Z0WsE 99300 IWJIOMO
3930965 93mbMm3o3zMe BeMsDY.
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9930600 o EgJMGHYIMS B0BIBLMEOO MBSO DB300L 0O Yd00 MOV 3EI0EI©
Bodmyoodgdmeo, ®md Lgbbol bszogdo HoMmdmddbol o MoL3JAL  RobsblmMo
3obLlboMdOL OML. 396dM®, LoLEBHYISGHIOO JI30MHMWO 3309390000 ITBHI0EJOVICNOY,
G0d  5OBYOIMOL  deogMo 35330600 IM3IE935©00  Lglbgdbg bgerdolsfamdmdsls s
530656LMo  3H0DBoLYdOL [oMIMIMBOL 5¢dINMBIL JmeolL (Berg, Borenzstein o Pattillo,
2004). 59 g5gBoL ghm-gemo doBgHBo Jgodwgds ogml ol, MdmAd Jggybgdo, MMl
5030 LEbsMBdOYEM 930bMB03MYMO 3561539FJOO0 g3, 03 Gdbo 50056 ogYHHMD
939350056 LBogoMgm 35  MsbmM®  ZoBHodo, MHMMOE MEbMMOO  3530GSE0l
doMoms §yséml (Eichengreen, Hausmann, s Panizza, 2006). 09335, 3590bs3 30 OH®@gLss
LgbboL 653500900 MBOM B35 MMS HMI 0gml 395380000 MOOYMBOm JJIRJOND,
56 990dgds  933MASBHMMO®©  00g35L, MM Lglbol 653500900l 53Mdsengs  0dbgds
bgwloy®mgeo yzgws 990,mbgg3580. 3930EOWom ©o60d0 J399sbs, Mmdgwbsg b53wgds©
d0P309%s bgwo Bsosggom 96 3063060 MEbmmo 0b639LG0(309d0L b5350gdby Fo0bi
99dqdL  LoMgdeols Jogdsls LogoMgm 350l 653500bYsb Fobgszs msbdbergdo
(ol3gd0LY. 1939, dMm3g350sbo Lgbgdo Ggodwgds 4obL LELMRJOEM 0T JMMboMs3,
60d 50dMEml 9gem3bmwo 30360Mds, MM Qo5dxMdILML Ms30L0 Fo30Mmg3MmbmTozmMo
300@035, 09930 BogoMgm 350, Mo mdds Mbs, oBOHOL J39ybol Imfigzeomdsls
LogoMgm m3900L dods®od (Diamond s Rajan, 2001; Jeanne,2003).

5306560 0bBHIMo300L Tglobgd B3z9bo o@gMsG Mol dodmbowrgs LsgMmem xsddo
0d935 BOMLOW M3EH0ToLEHO 133658 BobBLMOO 0bEIYME00L Batygdeols Jglobqd.
50539 ©MHML, 030 80PO0MGOL 08 JOMOMOE 3OMdEYINE Ls30mbgdbY, MMIgwoz ™sb
SMLgdMBL  Q9Mode35¢w  3gMomdo - g39gboll  Abmgom  Bobsblmem  LobEgdsdo
0693653008 030 EMbosh Fo@owo mbolzgh dmdMsMmdol M. gs630056M9d5©
94309469080, B0bBLME  FePMDIOBIEOL FJMI0s 0SFITML  J9FILODBIGHMOOL  MMEO
9306m3039M0 DOHEOLS s 39V0EOEIMOOL  gogdxmdJLgdOL  JMMbom  AMAYGZH06
3961399303590 553003000 9539d3HJd0L LTS 9dOD.

3900905 05858500 0mg35L, M dmdbowro As33womo 3MMLOL LoliEgds 360369 m3bs
59306090L  B0bIBLYO  0bEHYAMOEFOSLMID 5393000 MOLIGOL. 93539 ©OML, oL
3905609800 3mDBoGH0MMO  49dMEEOWGds, MMIgEog 0936 J399sbol 3Jmbos Logmbom
05BOMOL W0dYMHIOBHE00L 3MMbom, 23593l LT gdsls 3533650, MM FobsbLMo
3Md0bB300L  FoMTo@JOMmdoLINZoL  LsFoMms ToB ™Mb  sbeErgl IboGmITF M0
H9xR™OHIGO0 Lbgsolibgs LEggemgddo.

6536Mmdols dgmobg ™30 9I30MHO0MEO 33g35Dg YMOBMBdOm MMl dmEgEol
390mygbgdom  Jglfogaroos 39380600  RobbLME  0bEgasEosly s  93mbmdozme
39630056905 dmGoL. gl doeosh  3mI3egduGo s LgbLboGoMMo  IMMEgLO.,

©o9mM3009dos 6>  dgbfogeow  d39gybgdbyg, Bom  93mbmB03ME,  3meEoE03MO,
L5FoONOWYOIM0Z, LMEFOSWO, 29MAMOROMLS S Lbgs FobolinsmgdEgdbY.Lo0bEgMglms
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©6OMI0 5T MMN0YMH3530000L ©oPIbs Bods@rmzgeml dogowomby. Mbs s0obodbml,
60 LoJo®M39wmd MBoml 3obsbLMEG d5HBMGOTo 0bEJaMs3Eool 3MmEglo 1339 MG
Sofegmebg 9BHos Gog s0fym s 93 39M0MmEOL A56ds3crmdsdo dobo g3mbmdozs o

Bods63™ BgdB™O0 MFY39GOIV 303MEYdS. 3995658 M159©IbxgMdg  gobogsws Mgiglools
3960m©o 2008 Fwols Mmlgm-Lods@mggeml ®mdol 8909y, bmerm d9dgy 2015-2016

Prgddo - gomol 35353008  OML.  5d9sb  259m0botg,  ASBLYIMNGOOM
Lo0bBHIMILM 0dbgdm©s 0oL 93909, MPYMdl v MO bgwl Fobsblymo 0bEHYAMSE0S
9306303996 94563000509d5L Lodotranggermdo.

B39bo 9d30m0Mwo LEHMGJ0S FIBWIZM LodoGM3gmbo 93mbmdozMcmo HBMOl
A96@9b3ool s Bolo (3395¢9d5EMBOL FoblsDBP3GmS Fergdol FHowdo. dglsdsdols, bs
BoGomaL BH9LEGHO 090L LB 993938060 JdS M 565 §399bols 93MmbMT03MEMO HBMEOL
A9609630s BobsBLMMO 0BBHIMI300L  BH9bIB309dL. s8M0YS©, B3gbo SBoseobo Mbes
0035¢0lH0obgdal 08 256M98MmgdsL, MMA Imbgds RobBLMGO 0bEHIYMS300L, Hmymes
935039699600  3083mbgbGHoL  go3wgbol  Asm35¢olobgds  Lodsemzgarml  93mbmadozmMo
39630056900l 3565993HODY.

B3960 8ol B0 FobEMmegds 99009abs0Mo godmoymemgds:

yt = o+ xtP +et

boog:

yt - §o630moygbl ©sdMm30©JOIM  (33eoELXt - SMOL ©ITMYZ0IOIO (3305 JOOL

399360, et - 30030900l 06gJLO, t - 50b0TbI3L O™, HMIgEroiE 0BMIGdS fegddo.
B396 yz9ws 33eol d0g0669300 9aBMYgbMH9ds. 30650096, MmAgEHgl dgdmbggzsdo,

OOl LyMomwo Imbsgdgdo (time-series data) 56 25603056 393 gOMIZOMLEHOWOMBSL

(heteroskedasticity) (©50gob gU, doMOMs©, J39Ys6smsTMMOLO b5¢0BOL MHML bYdy),

B3960 8mgero 56 dm0EsgL 9bseoBL 39EHgM™L MG 0OMBdOL FqLobgd.

9830600 330930l 89939Mmd0m  330WMdM  93MmbMmTogmo  gobgomsdgdols
399065¢0B05L 22 ol (396H0meol) dmbs30993bg oy®bmdom. from®o dmbsigdgdols
399mygbgds dgx35U900L B0BbYBOLIMZ0L BEBIBIOEMEO FoEAMTs JobWs3m §I30MHO0WO
565¢0Bg00l EOHMU. 565¢P0BOLsM30L Ferom®o dmbs399900L A5dmYgbgdsls assbbos ghomo

Bo3ermgz969053, Mr0@6 0 MAMIdIEYmRBL FgLodegdEEMdl, GMI Herom®o dmbszgdgdo
56 Ho60mo9696 gMdge35000560 Mmboliim®mmdol 35839693 gdL Bgdolidoge dmEgdre

Pogerdo.  580L  BoBgbo  aobrogm  33w0@gdoL  bgwo  gobobengds  (3m6H9dGHoMgds)
33093900l J0ds6rm. 53 3OHMdGIOL 05300 L3O gdWs B396 Mbos Fg350y0bmm

olgmo  dmEIEo, OMIgwos  ©IMIZgRL  boformdMozo  3mE9JE0M9dOL/ (330 gdoL
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3953 gIMBGBL. FglodsFOLO, B39D F030090 93MbMB03MMO 2b30mMsMGdOL my-(H 3030
296@megds (log-linear equation)?. B396L 9d30MH0wg IMEYEL 5936 F90 Y0 FMEMTs:

(GDPG)t = o + f1(LnGDPPCC) + #2(LnExport): -1+ #3(LnGovCon9: -1+ S4(LnCredit): -1+
+ p5(LnCapFlow): -1+ g6(LnDeflator): -1+ &t

9mbs393900, 3500 gsblisBMzMms s fgshmgdo

5306560 06@ 90300l s 93mbmdozmMo BOOL 33eg30LsL B39bL dmogendo
3990yg9gbgdo dmbszgdgoo dmoEogl 1995-2011 Hergdol 3gGomb. s0bodbmeo dmbsizgdgdo
dmdo0goos  bbgoolibgs  i4otrmgdosb.  53obsblmo  0b@gamogool  dsB396909w0
3996250009005 Bodsmzguoml  gMmabmeo  35630L  8mbo3gdgdbg  IYHEbMdom.
doosbo Gos 3OmEMJ@oL (9d3), 933 ghHom Ly dmbsbargbg, 39000 390G,
Lobgedfozm  bobrxqgdol, 9gdudm®Gols s 0bxgwmsgool 85839690 gdo  ImM3M390ME0s
dbmgom 356300009008 doh39bgdegdol  dmboigdms  dsBoob (World Development

Indicators).

9306m3037M0 BOS 49dM0sbRM0Tgds Mo IMHo doeosbo dos 3OHMEYJEoL
beMob #gd3ol dobgzom. 93mbmdozmEmo BOOL goblabrzmolsmzol B39 3099bgdm
390099 (3350098L/0b0353MMOL: BobBLMOO 0bGHYAGs30s, 883 g L dmbobergby,

396dm 309030, Lobgwdfoxzm botxqdo, §JudmMEH0 S 0bxEsEs.

900-9000  4963oMEGHIO0L  obsbBo, BOBBLMMO  0bGFHYAMsE0s ML B9bmdgbo,
Omdgdog  bbgoolbgs 439969006  gobsblmyMo  dsHMgdo dFoOHMmE© 5605
0639360060900 9H»T55g09b s JIb0sb 2emdsem® $obsbLM LolEgdsl. g3obsblmMo
06@ 9365300l boeolbo s BMmMIgd0 goblibgszgds J399bgdoll Jobggzom. obzomsmgdswo
0930bmdozol  9dmbg  939969d0oLigeb  2oblbgsggdom,  sbzomeMgdME  J399bgdL vz
3905609300 35050 530bsbLMO 0bEYMo300l Mby. BobsbLYYMHO 0bE M3l FMEMTS
990dgds 303939l B0bsbLwE 0bLEGHOEHMEHIOL FmGol Lbgzoolbgs »Mmm0gHm3oz3dMgdL,
OMPMO0350:  bmv-3omls o Bo3gmalie 365303900l 2oB0sMmgds,  BHgdbmemaogdols
39005006985, LsgOHMMOOLM  3530FGHowol IMIMHMOYBO, MEbmME RbBLWE BoBOYdTO
dmbsfogmds s 5.9. 93mbmAolEJd0 godmymagb 39960l BobsblyHo 0bE Mool mbols
3900m3e0olL bbgoolbgs aBHgOL. Foaoe0ms©, BMYOGHDO MJMMYEH03MLO M30MSEJLMBSL

2Pmyogmo  35B396989w0,  Bdaowoms®  BobsblvGo  g9630005M9B0L  3565gBHE0,  99odgds  5M
§6800969L AMAg3500060 frbsliffmemmdol 3608369 mdgdl Hmdgerody ferobmgol, bbgs 33wsgddo
bbgoolibgs (3300 gd9d0l bgwo 3m6H93EH0M9dg00L/AguHmMmdgdol 4sdm. B0bsblyMo 4sbgz0msMgdol olgmo
05639600900, OHMyMOOEss  LsdsB3Mm  LoLEJIoL BmiEmErmds, bgdoLdogMo  ferolmzgol  ©sdm30YdIYEos
obEMOoe 3oB39690w9dBY. Bofowmd®mozo 3mMgdEHomgdol dqlodwgdemdol Eslsdzgds B396 309gbgdm

@My~ 5303 gobEHmmgdsl.
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5603900 30656LvH0 06EHGYME00L 35TMM3E0L -0ty (de jure) dsB396909el, GMmdgeog
130300 (bgerm3zbmMo) 33wegdolysd Tgagds. 9OHM-9MHmo Y4z9wsdy (3bmdoo o
ROOME 0G0 30bsbLIMHo 0bEgaMo300lmM30L g-0Mg dsB3969d9e0 6ol Chinn-
ito-b 0bgduo (KAOPEN). gl 0bgdbo 30639ws dowgdgmo ogm Bobol s o@ml doge
2006 §gerls. KAOPEN-0 43994690 Bog@mmsdmemolim Logse@m 1mboob ferome sbys@oddo
Annual Report on Exchange Arrangements and Exchange Restrictions (AREAER). obogdlo
39496005  m®3sa0 RBoJGHOMOO (3315 Jd0LYSD, GMIWgdoE  393IFMO0J0s©  3ymzz39b
L59M5dMMHOLM RObBLMGO 65350900l F9HBOM390L. BobsBLMMmO 0bEYME00L g-0M6Y
356539¢3M900L0b 9B6Lb303900m, MHMIGEoE SLsbO3L J399s6530 dogrsdo Jglvmen 3530Esol
LogMMITMOHOLM  BHMIBDOJ309000506 5393006090 FgBMM3900L  JMEo@ozol
bsmHoLbbMdMHOMdsL, ©)-Bog@m 95839690 gd0 MBI 99MEbMdOD MoMm©YbMIMOMIL ©
Sbb3L J39Y4bol eEMdsmO BobsBLYIMO 0BFGHIYMIE00L BodBHMdM0Z MbgL. SOLYGdMBL
530656LM0 06EJaMo300l MO 439oHg BIOMME Fodmygbgdwo ©I-Bog@™ dggsligdols
356396909e0. 306390 sMol Lane o Milesi-Ferretti-ob (2007) 9096 890mme35H90v)en0
0bgdbo - TOTAL. 58 0b@gduol s3GH™Mgd0 59833039096, O™ J399bol LogHMsTMGOLM
130656LM0 06@ 9053008 MBOL Fgx3slgdol GOM-gMmo 2B SMOL oty 5gE03900Ls o
35 EJOME9d9g00L, JAMIm i gdEo  LogMMdMMHOLM  LoobzglGogom  3MmbBoEogdol,
ddEO5mdoL  gosbo0Bgds.  FqLodsdolo, TOTAL 0bwgdbo doomgds J3ggbol  LogMHom
59303909 LogmM 35 YOI GdGd0L TSGHJO0M, oAMLIbYOo FI3-bmsb dodsMr9gdsd0
30m396GHoL Lobom. dgmeg doamds 094gbgdl 3930390l  oBMHOEo IMBOEYOHMOOL
bore 396m39bL, HMamOoEss d;Er0sbo 3s3o@swol bs3sgdo (Quinns Lbggdo, 2011).
0 SM{iegmEgdol 496353wmdsdo dbmgerom o300 LogMmMITMOHOLM 3530ESEOL
DAoL  3HbIbEosl ) 29300035¢0L{obgdm, gl Fgom@o  Fobls3MMNMGIMS©
53065 MMO  BIBL. D000, 3930390l ddMHMdOL JoEAMTs 0gm  BobsblmEo
0639365300l 99x35L930L gOIOHMO 2B sHBoOL A96305MGOOL 35630l Jogh BoEIMdME
33w93sdo (Estrada, 2015). 5939, B0b6sbLLYYO AerMBds0B305DY bbgoslbgs GHMsoEowwo
oG gMoGHMMOL dJobg30m, 530bBLMMO EMds0DsE30s 0DMTGds 3530ESOl BMIMSMBOL
0bgduboom. Bggbl sbscoBdo slgzg 30949bgdm Imrosbo 3s30Gswol Bs3ogdol Harowm®
9mbs39990L, OMAMOG LOJoOMZIW ML BobIBLYIMO 0bEFHYMSE00L LoBMAL. 53 sB3969dw Ol
390mbsmM3wgws© B396 309496gdm  FobsbLMMO  sbgsmOdol  BMbo3gdgdl  LodoMm3zgE MUl
LogoodbEEm  B5bLoIL  (fgorm  LoJoOmzgermls  gMm3zbmeo  8s630).  39MIm,
R0b656LMMHO  0BFgaMOEo0l  3oMgBHOL  3000MEMdm  30MEI30M0  Msbmmo
0b639L3H03E0900L, 3MmOHGHRBIOHO 0639LEH0E09d0L, B0bBLWMO IMHO353H03900Ls s Lb3s
0639L3H030900L (MMame 3 99dmobgdremo, 51939 3o0bgdMEo 35303)9ol) ferrols dmEMmL
5MLYOME0 LM EHMMHo 960d369mdgdol d93Mgdom. 909y B30 AodmgLobogon 0
9mbs39990L 833-bLsb V9N Yd5T0, 3MME96EJOOL Lobom. dobgbo, M MoGmad 30949bgdm
3930350l 653500900L 53LMEEHME (s 565 ogowoms@ (fdobs) 3603369mdgdls sGols
ob, M3 oE0sb 65350908 o9Bb0s  M30MSGHILMdS HTobs  3930GHswol 65350090056
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9905609%0m, 5506 olobo WROM dgBo LOBMYLEGO® sbb3g6 0bGEHYMSE00L ™Mbl
(Estrada, 2015). 0b639a6o305-HM©OL OH00gmHM353d06M0L 330093900l 1dgBgbo bsfowo
5Q3BEGHMOIOL YO0 T9EIRJOL 98 MG (33WOEL FMMOL. 93mbMmToLBHJdo SLobgEgd9b
65096089 8600936900™m356 BodBHMOL, MMIWgdog bgwl MHymdgb 93mbmdm3MEH BOLL
3930350l 43996908 dmGol g BOM©30 FMmIMOMdOL MM, gl Bogd@EMMmgdos: Goligol
39bsJoegds,  FobsblmMo  BLMELYdIOL  AoIBHowgds,  BHgIbmEmaogdols o
Loobaggdol 25o069ds, 30b3Mgb3E00L 2oBMHOo MbY, R0bBLMMO 0bMlE®mool
29o99x™d39LgdMwo BWbJzombomgds (Obstfeld, 1994; ; Acemoglu oo Zilibotti, 1997; Klein s
Olivei, 2000; Levin, 2001). xmULgg dmoyoio dob 33eg39ddo (Stiglitz, 2000) sbggzg bobBL
MB350l J3996gdL  FmMoL  3530FHSol  BHMIbBoggool  360dz69wmMdL  93mbmdozmGo
BOHOOLMZ0L, Bo6M53 0439 50b0Tbs3L, M 353030l LOYIEO OBdYMIEODOE0S BLoBOSBMS
@ LBoFoMmms  sMLYOIMIEIL  FgLodsdolo  MYYMSE0J00 IO  F9EYPOOL
99L565MPMBYIS. T J3994obsL Fgdeos BooMMb Mdger3s0sbo LaMygdgwo
M3bmMOo 3003000 0b393H0E0gd0LYSL, M OMLs3  bgds  G9dbmemaom®o
900(93900L5 s F9MM30L  FodM(3EOMGIOL 253> O MM09BESE30d bgds doBbyLoL
360 EH0MEMdOL  Bo3gdsbg. Tgmegl b6z, sGLYdMDBL Fo®owo Goligo odoby, GM™J
0030935000560 3030300l B535®gd0  9BmMBbEgl  LoBosbm,  goblszmmMgdom
3963056093500  J3946900LM30L, OHMIGEMS3 9J30 653w gds©  FAMIPO  FobsbLMO
b9gdBH™O0. 93GHMM0 593H30390L, OMI FM3w93500560 3930390l 653500900l BMIMOMDSA
090dgds  asdmofjgoml 33069 Fm3meo  go3wabs  J399bol  93mbmd035DY, ®oABsE
93935000560  GH®MbBog3090000 FoMgdMo MO0 oMol LyMAgdgelL (Stiglitz,
2000).

B3gbo 696l ImEgEol Mbobds, 33MMABbMBOMYdm, G®MI  3530GSEOL
653500900l 35(539GM0 ©IEYIOM 353 gbsl 0dMmbogdl 93mbmBozme BMHoL JsB396909w by,
09053  LOJoOMZ3gMmb LoRsEITBEOYM doEsbLol dobggom, Lsdmswm farom®o
13bMMOHo 3060530600 0639LE0(309008 dMEMEMdS F9oP9bL Lods®mzgwmdo 3s30@swols
653500900l 50%-bg 99BHL. SBg0 oo MEbMMOO 30MI30M0 0639L3H0E0YOOL Bo3oado
@5 3500056 S1MEF0MGOME0 MbIBGOO LoMRJOIE0, Mo 4dd 1B, PIPIIOMDO® 50LIHYdS
9306m30396  49630m569d5Bg. B0bgez50  9d0LS, BMYP0IOHMO  OLEHMOOMWO  FoIJEO
9mfomdl, O™ LsgBMsdMOHOLM BobBLWE 0bEYAGMsE0sl Fg0dEgds 3Jmbgl MsOYmRomO
39092900 L35G 3OHODOLOLS s §3mbMB03MOO LEBOPBIEOOL MM, sGBYDdMBL SLYMO
09000bg939d0L  9M9gMMO  OLEHMMOWMEo  BoROOmO,  OMmEILSg BBl
0dgMH50B3000  FMOBEOLS  MOOYMBoMo  BYRs3wgbs  Ma0Mmbserm®  93mbmdnzgdby
WsmobME  5396M030L, sBooLs @O BNl  LygzswE™M 3OOBoLOL ML 90-5693d0.
3608369035605  2930m35olobmm, MMI  Lodo®mzgermd sboigss  360dzbgwmgsbo
bogoyB™m MYyg3900 2015-2016 {ergddo, HMEILSE 9FOLMIMO30 35¢9)E0L 3MOLO (WsMO)
40%-%g 09BH0 9RO 90T MEESOMID  J0dsMMgdsdo. 83  BodBHL  FggdEom
MOMYMBOMNO o3¢ 9bs 8mgbobs Bobsbl® 0bEgaMoEosls s 93mbmdozmeo BOHOL
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393006%9. 5303™d, B3390 2500530930300 893390m)dgdobs gl 303mmgbs s Tglvdsdobo
B3960 5BseoBgdo ©394e30m MM 39Moms: 1) LMo 39MomEo“ - dmogoglb 1995-2016
Pargdl, HmIgedoi 9ol 35¢mEol 333900600 A9MiILM9gdol  3gmomeog 2015-2016
P0g0do; 2) ,0m5OGMmo 3gHomo® - dmoiegl 1995-2014 {engdl, Gmdgerdog o6 dgoob
Bogo®mzgemdo  35¢@ol  aomx3slvMgdol 2015-2016 {iewgdo. B3z960 TgxnsLigdgdols ©s
d9L50530b0 WO EIOIGHMMOL dodmboegol Msbsbds, b39b dmzgmom, MHMI IIOOMNO
3933060 56 LGOS LMo 3JHOMPOL® SBsEoBOl MM, beagom LMo
3960mEob“  9BseoBomgdolsl  dgbedRbgzo  0db6gds  OEIdOMO  MMMOYOHM3IS3d0M0
063 9365305b5 5 BOEIL FMOOU.

B396 U939 2963505390 A9B6FHMEgdOlL ToGrx39gbs TbsOIGuEGor Mo Tgdmbogzergdo
96O b dmbobergbg, Moyd Madm dopswro 99dmlegwrgdo dBsdE 93mbmdozm®
15dd056MBL 9353806©9ds.98 3sB396909wo Fgol B3zgbL gd3oMome dmEgEdo Moo
30b39696G300L  (9.§. 933900600  BOEOL) gBgdGoL(convergence  effect)sbobgzs  0dbgls
99Lodgdgwo, MMIWol  303mFGgbsg  aMwolbdmdl, MmI  Omms  o6dsgewmdsdo
bbgoolbgs  J399bgddo  dgdmbogegdo  gMm by dmbobegbg Mbs oG ™megls
96»sbgmb. J33-b feromemo dmbs3gdgdo ghm bryew Jmbobergbg Im3m3z90E0s ABMBREEOM
29630006900l dsh39698gd0l  dobosb (World Development Indicators) 2010 §eools
dm©dogo 533 goligdol dobgzom. B30 g Lyyew Imbobargbg 833-0bdsh396909wl
90308693 9aBMygb 3033mbgbGo®. 50bodbMwo (33Ol ImbsgrmEbywo bodsbo
QIPOYO0M00.

B39bL 33093500 godmygbgd o 899wga0 93MmbmdozmMo BOHOL gobALEBOZMgmOo
33%5©0 360L 9Ju3MMEH0.OMYMOF gJu3MMEHOL A5dMALLb3gmo 356599E M0, B396 30949bgdm

Logmbemolss (N 9cdLobmBgdoL 99b3mOEL 983-L;sb 9008560 905d0.
9360 30dLolEBMo0E0IEo 3906D05699H0 MmOl Mbsbds, Jagybol gdudmemEo ghom-
90 8053500 SB39dE0s, MMIgoE 93MmbmozMEe DBOHPIL MHYMdL bgwl. IM35w0
9030600 33e0g35  5IBGMOJAL  3DoGHOMEO  MYODO0IOHMIGZI0OL  9JudMOEGHOLS
9306m30396 {Hoblgesls dm®mol. saseomolsmgzol, 99a30dwos dmzodzqgwoma 1992 (gl
Marin-ols dog® s 2001 gl Vohra-b 8096 Bs@o®mgdmeo 33e093900. 303358605, H™A B396L
dmgdos 50bodber 358396999l 3mBoGor)Mo bodsbo «bws 3Jmboal.

bbgosbbgs 33e093980L(King s Levine, 1993; Levine, 1999; Levine oo Zervos, 1998,
Beck o Levine, 2004)333039000m, 093050 256300560900  gobsblmmo  Lob@gds
©OJO0MO©  IMmJdggdl  93mbmdozme BBy B39l  Imawdo  gobsblmeo
3963000560900l 2563L5BOZMGs©  490MYgbgdmEos  LodB3Mm  Lgd@MMOL  49b30msMgdOL
95396909e0. 39Mdm@© 30 BsdB3M LgdBHMOOL dogH gsdmygmaowo 3960dm 3M90EHJO0L
LogOom MmEgbmds. gl 8sB3969d9wo  godmbo@rmos dd3-ol 3MMm3gb3gddo. dmbogdms
Pgotrms  Abmgmom  gs63005609d0l  dmbszgdms BBy (WDI), 6MmIgeoz  9moEsgl
bbgoslb35d3996900L  Herom® 0bxm®ds3osl. dbmxzwom 3Msg@olzsdo doRbgmwos, MHmA
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39603m 3090030 5M0L Lodsbzm gobzoma®mgdols yzgwsbg 360d3b9crmazsbo dsBz9b9d9w0,
596 ol sbobogl 00 E®baL, GMIWomsg sbsew goGMIGOL 9gdewgzs0 FgLodEgdMdS
903m3mMb LYBIB3IM 3M9OE0. MO55560LS s BobYIEGLOL (2003) MSbsbTs, 39MdM 3BgOGHO
39bLOBE3MO3L vy Mo8Ybs TgLodergdgwos dmdygd0sh 3MMgdEobmzol BobsblmMmo
LoblMgdol dm3mggds. wgz0bo s Bbggdo (2000) 50b0dbsggh, ®mA gl (33esO Aobslibzsg9dL
396dm 9dEBHMOOLM30L 253999 3M9OGJOL FNs3MMBIDBY, LsdmogMMdM Mfygdgddy s
Loy 9™ LEYoMTMIODBY 39399 3OJOHJOOLIRD. ForIS 5TobY, sbodbMEo F5B3969d90
56 0m35wob{iobgdl 396@Msw Mo 356301 Jogh 25399 3M9OGHIJOL. F58oBosTY, B39b
5030493530 53 06035GHMMOL MROM FHBsOE ©MbIL, OMYMOE RobbLWEMO LyMzolgdol
oo 358396909l 396dm LgdEBHm®do. ™mogol dbgMog, BobsbLMHO LgMzoLgdol Joswmswo
953969090 39Mdm  LgdBH™mMTo  ©3930069dMwos  MBOM o  LO3IMJOOGHM™
b9wdolofi3mdmdsbomsb. gl aobogo  gobsbbyMo  qobgzomamgdols  s8LEb3gE0
y39wsHgdobomgdo  35B396909w0,  ©osb  0go  30MHI30M3OHMI3MM30ME0s  3gHIM
b9dBH™OOL BobBLME HgedolsfzMIMdILMD. BMYSI©, 93mbmIolEgd0 dookbg3z9b, ma
Bodob3m  Bgd@mMoL  Boge  godmymzowo  3MmgoGHJdol  FsB396909w0  3MBOGHOMMO©
3MM906M90L 39460l 93mbmdozm® [oblgwsbmsb. 93y sMLYdIMBL Lblsolbls 33939,
HMIgdoE 95LGHMJO90 256Lb35390 F99agdL, 49bLO3MPOGd0m 30 49B30mMIMgds©O
O 390535350  93mbmdozol dJmbg 39969000, ULosg BobsbLGO 0blEOGMEGHd0
39630006900l 0lg3 B 9BHo3bg 9M0sb.Djalilov s Piesse-05(2011) Bos@otgl 33093
530656LM0  296300056M930Ls @S 93mbMT03MMHo BEOEOL 3538060HDg 27 ymazow BsdFmms
M9L39dE03OLd O SMIMVBOgWgm 930MM30L  J39ybgddo. dsmo Tggpgdo sB3969d96, H™I
3960dm  bgdBHMOPRDY  2939INWo  30JO0GHJO0 96  bEgbgb 60d3z09EM396  gogwgbsls
930bm3030L  ob30m9MgdsDY.  gots  3gMdm  LgdBHMODY  2539dMwo 3OO EGHYdOL
3565990y, 458mggbgdmmo ogm B0bsBLYIMO 2ob30mMaMgdol mMo bbgs dsbgz9bgdgwro: 1)
9360306 M93mbLEGHOMJ300Ls s 29630MaMGOOL B3630L Foge Fomdmygbowo obpgdlo,
HdgoE 990905 MO0 Bbgoolbgs sMymdgb@obash; 2) 30m3gb@gdol bbgomds 3Ggodbs
©5 ©I3MBoGHL FOOL. 3309308 F9Ya 00l MBsbTs, B0BBLMEGO 25630050900l 53 MM
33Wo®L  MYMBOMO 293w gbs 9d3l BOHIBY. 93BHMMd0 FoMgdIer T9IAJOL bLbosE
130656LM0 bgdBHMOOL Bogegds© 29630050900 0bLEHOEGHMEOMMO ™bom 53 J3994bgddo.
obobo  GooBbgzab, ®mI 53 3946900l  Bo3Wgds®  29b630MGOMIO  FobsBLYIMO
0bLEGHOGMBHYO0 5839MbYdI6 93mbMT03ME 26300050 GISL, MO FobsBLYMHO HYLOLYdOL
3900565H0gds 96 bgds 93mb™303M0 9539dEHMOMBOL LEKBYIZ39WDBY. oM 5Tobs, Olgmo
3600836903560 sL39JGgd0, OMAMOOESS S0TYBHMOIO 0bBMMT5305 S GHMIBEDo00L
35050 bserxgd0, ©3sbslinsmgdgEos 263005693500 J399bgdolbmzol, o3 vIstymzom
3930965l 9bgbl B0bbLME EHEMIBBIJ309dLs s 93mbmTogMM BMsby (Djalilov s Piesse,
2011). Levine s Zervos (1998) sbiggg bobL Migsdgb 0blEodombsc®o 25630050930
36003690mdsL. oo 33cng3s 9639690L, MM 56 sGOL 5300 9dJ0 IBSBMYJOOL o
0639LG030900 IMEMWMdS PIBIOMI© IMJd)IdEIL 93bMT03ME 3OMYMGDY, SG6dg©
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M9LMOLYOOL MYROM JRIIGHIOO0 FoIBFOWGds O 3MMPOIBHOMWMSS ol BogdEmMgdo,
OMIWgdoE  29653060MdJ096 403350056  93MbMTogMH  BOEIL. bmerm  MglmOLgdoL

91839JAHDMO0  25bsfogds s oo 3OMEMIGHONNWMdS 30 TsbolinsmMYOIE0S
dbmEm© 0bLEHOEH™ME0MbICMMI© dogmo J3996900Lm3z0UL. Halil Aric-3s (2014) g59b65¢00%s
3930060 R0bsbLME 256300050905B> s §3mbMB03ME DML TGOl 930Mm 3533060 2004-
2012 §ergdl dmMob 396-0Mm©obmzol. 390dm Byd@mObg 35399o dos 3Mgo@o 933-
Loob 0FoMNgdsdo JoBbgMo 0gm, MMM B0bBLMMO 2630056930l LoBMTo (33WsEo.
BsdMmddo  godmzwgbowos  BobsblMo  49bz0maMmgdols s  93mbmBozGmo  DBMHOL
MoGYMBOMNO 39530060. 53GHMOMO0 5d5L blbol 08 god@Eom, MM 396dm bgdBMOHDY A5399Eo
369003900 56 259m0Ygbgds BMIBY MM09I6bEGHOMGIMWwo LGgHMGOOLMZ0L. LodsGmzgumls
9900bg935d0, 939960L 30bsBLYMO BgdEMMO 30056MYdMES FYsGs© s 3608369 m3bs
O™ smfiergyerol dsbdowbg (DM b3oMow 0gdo@gdmes 20%-b). 0md3s, gobsblmmo
MLMOLYOOL  oIBIFoEGOOL  BIMOLLOLOYIDYITMS, 30b650B  Lodo®mzgwml  Lsdsb3M
LBl BOEs, MIYBHILFoWsE, 2o630OHMBYPOMWOs  do0sh  Fo®owo  MoMmEYbMmdOL
396dm/bocmxsbm Lglbgdom xobozMMmo 30M9gdoLIMZ0L. 30bsbLYGdDY f3mdol 33930l
(FAS) 80bgo300, G 9m39990005 LogMHmsdm®obm bogswmEm gmbool (IMF) (arowm®
05%90do, 2016 (gl ymgzggero 1000 LEmEhermgsbo ALglbgdeosb 723 3Eomdls Lsdsb3Mm
Q535¢00569d5L.  3mTgOHE0o  ds63900L  doge  Lgbbgdol  ao39dol  Sbgmo  Mby
533MB5GHM5 d5©YOL 300b35L BobsBLYIMHO MYLMMLYdOL 9RGIGHIE F9bIHogdsBY, Mo
d9Lsdems  5ILEGHWMIOIL 0Tsl, MM 25399wo  bgbbgdol oo bsfoero 6 sl
BM5H9/930bMm3035%g MmM096E0MHgdMmo. BgMombodbmwo s65e0B0Esb 259mdobsty,
B396 dm39wom, MHMA GobsbLMO A9630MGOOL 356M5TgBHOL MOMYMBOMO go3wgbs 946900
Logo®mzgeml 93mbmdo3m® BMHsby.

B3960 303mmgBol BNl 300093 9O T3GHJIODO L3MBEHOMEM 9egdgbEo
15953 MOM boBrxgd0s. 4y39es §39949b5do Labgwdfozgml 3603369 m3zs60 Hmero domdwgols
9090390  45M9gdml  894d65d039Mdm  LgdBH™MOL  256305Mgd0LIMZOL.  Bobgezs©
530by, bbgsslbzs 0mgmMommo s 9d30M0mwo bsdMmdgdo 59330339996, ®MI J0ogzMMdOL
doge  F9Md0 IMbTsMgds o Fo®owo  bobxgdo  MoGymzoms  dmgdggdl  J3gybols
530656LMo  LobiEGIol  49630M96MdsDY.  F9QOO0MSE, 0¥ FMOZ3OMds  5JBHOWEM  OMEL
OOl Jmbgdol B3GR  5BsBPIMEGOSLS,  Lodgblom s KIBIOMYEMBOL
MBoROMbMYOOL  MBOMB3gYMRsdo, 9056900 653w gds© 96056 BmEHoz3069dwbo
800domb LsdbobMo 96/ dMobTse@b Fglsdsdolbo Logmbgwo mvy ImALobwyGgds (Foy.
Skipper s Kwon, 2007). ©mg005, 93mbmdob3gdo 0sbbdgdosd 0l as69dmgds®g, HmI
00536M™mdoL  doge  FoMd0  dmbdoGmgdol  99gdmbgzgzsdo,  LsobzglGoEom  9339dGH06MdS
9306M©I05, M50 Ls0b3gLEOEOM F9HY39G0WGdgdDY A93egbsl sbgbL Lbzsolbgs
3M0E03MM-bME0SHO Bog@mMgdo (dsy .: Webb, Grace s Skipper, 2002).
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LobgEEdFogm botxgdols BsdEHmEMmo 4obly3mmMgdoom 360d369wrm35605 BodsMmzgwrmls
9900bg93590, 306500056 B3960 93990l s3MMBS 59BH0E Bl M5dodMdL J3ggbol 383-l
BO©OOL bgedgfiymdsdo. dsgowoms, 2003 ol "350M©900L Mg3mem3ool” s J399bol
005360™d0L 933wl 3909y, sbowo FmozMMdOL 9OHM-9HMO 3MHOMMOEIG0 Fobwom
bmEos)OHo s XbOE30L  LBOLEBYS. FME3MMIST  FMLobEgMdOlL oo  baffools
X 963600090l EsBP3930L LEMEO 96 BoffowMdM030 IROBIBLYdS YB39 gm. 30093
90 Bogoomo  g0dgds  0gmb  BadsdGHbomemm  gmboo, ®mdgmoi 2011 Howb
Bogomzgeml 8e3mMd0l 8096 ©osMLs. BMbEol doMomso dobsbos Lbgzsslbzs
00Bbgl-3MM9JBHJOoL  ©oxkgobsblgds s ,a0L3w0ol  LBEGMsGgHool®  (“Exit  option”)
396bMM 309935 MM d0BBILO FEYMIO WS LoEgMEbEPOLMBIMsbO bgds.

9900930 396509 BHE0  gobogm  d3gybol  Lobgwdfoxnm  boGxgdo.  Bggb
3963L5BM3Mz3mLObgdfoxzm bsdxgol, MmamemE Lsghom Lobgwdfoxzgm bosMxqdol o
d0o0sbo oo 3MMONMIBHOL 09b6553MEMBs. B39b 335M9MOMdM  MoGymBom 3533061
305360™MO0L boMrx gL s 93603 BEOIL FMEMOU.

B3obo  M9aMgbero  dmgwol  dmerm  BogmbEGHMm®m 33000 0bBEs30ds.
0bx3ogosl  93mbmdobdgdo  doohkbgzgb  g3mbmdozmMo  BeMol  360d3bgwmzsb
3963L5BOZMG  BodBHMOS©.  JOMOMOPOIE, FOPIINNWO0s, MMT  0bBWSEOSL  2o5Bbos
MOMYMBOMO  3MMHGo30s  93mbmdogzmm  29630000090LsMb, Mgy sl JgmdE0s
LYIOOMBMWOHE OBOIBML FMLObEgMdOL ol bsfoo, HMIgErms F9dmbogergdo 56 sGOl
939L90mMb  069JLoMGIMO  (JOMOMOIPIE, WVIMOBO s LOTMOEMIGIMBOZoEL  J39dmm
dgmax30 19d96@0). 49Ms 5Toby, 0bxsE0sL Fgmdeos 8360d3bgwmgbs 93w mb Bsligdo,
39000300 350mEoL 3MOLOL GYgzs s J9gdboll BMYsO HMVBEIBOWYOHMBS J39gsbsdo
(Prasanna @ Gopakumar, 2011). Gowbgogzs 3oLy, ULbgoslbgs mgmMomeo @
993060990 Bffogargds 330P30690L, M »M09MH3 3530060 0bgwsE305Ls s 930bmBo M
DML ImOHoL Jgodegds Aoblb3s3gdmIL Lbgoolbgs d0BgHGdOL 4sdm. Bsgsoms,
0M3w93500056  3gMom@do 35380600 0bBwoEosts s MOl FsB3969dgdl  FmEols
d0MO0MOIEI®  3MDBoG0M0s, 85806, OHMELsg MMM 3gOL3gdGHo35do  SOBYOMBL
LEOGHOLE0IMMs© 3603369gemzs60 MsBymzgomo 3mMgws3os. Khan s Senhadji-ds (2001)
BO-39¢039  99oLfogegl  0bx3sE0s-BMHPOL MMM 3o3806M0  F9B30MMIBIO
06MLEGHM0Mwo  J3996900L  Boqoomgdby. 93GHMOMYOTS  5©0IMBObIL, GMI 0bxgwsiool
D9393w965 93MmbMT03ME 296300560 9dBg 29bLb35300GdM©s 5T MmMO J399bol LbgadgbE9dls
dme0L. 3960dm, 090939005 499Mm3e0bs 0lYMO OBbBWHEOMEMO B56H0gMHYOOL SMLYIMDY,
OMIol 30Mds3 06930305 vMYMmBom HBYYo3wgbsls sbgbl BMEsby. bmem BrzdHyeo
B®Hdob J398mo IYmBo 0bBwsE0s, 9M930M5M b BMYXIH 3MDoGOME gogwgbslsg 30
5b9bl Jd3994bol 93mbMmB03sBy. dgmMg ABG03Z, 0bBwsE00L ML 3 DL3zMwo bodbmwol
90035 35350MdL  MOOYMBom  OMML  0bBWHE305-BOOL  MODOYOMINMBST0.  93EHMOHYOL
305hb60sm, MHM3 DB3OMWOo d3MH0gMHOL b0dbmEo MROM IdI0s 0bEMLEMOSCODYOrE
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930bm3do390d0 396300569050 939969006 39056M9000m. d9Lodsdolo
050090/ DW3OMwo  ©mbg  0bEMLGHMOMO @S b30mMYds©o  J39ybgdols
9306™303900Lm30L s®o 1-3% o 11-12%. dMogs¢wo 33¢0g30L 9JRo® ©oP0bs, Brd
L5dMOE™m  BO3Owo mby 8-12%-05, MHMIols BoWdsz 0bBEsEosl 360dz3bgermgsbo
©5MYMBoM0 HYyozwgbs 543l BMHsbyg (Mubarik, 2005; Khan s Senhadji, 2001; Sarel, 1995).
B39bL M9l dmEgedo dmgzgwom, GMI 0bxgwozool (33wsEL 99690s ©sgdoMO
6508560, 306500096 Lodo®rmzgwm xge 30093 396300569050 J3999bss s oo 0bgWSOOL
©Mby, B39 9dM03, 10%-bg §39dmm 560 330930 39Mom@ol dsbdowby.

gb®owo Ne 4 (s60moa9bl g3gms dmbs3gdl s ©gLb3MO3GHVI  LESEHOLE03L
693M9L05d0  359MmYgbgd Mo yz9ws 33eoEOLlm30L. dm3gdMwo 3bMowgdo 33039690
y39ws doMO0MOO  (33eool  3603369wMmdsL, om0 2oDMAz0L  9HMIMEgdL, LTS
5MH0m90379 35B39690¢0qdL, BEHOBIMEME 45bEMYGOL S 0BG @S FodloToErME
360093690 md90U.

3bMowo Ne 4: gli3m03@Hwwo bGs@GHolEGo3s

©IL3M3GHMO LGGOLEHIS
(3350 N Lodroem LBObIOGHWO 9dobodmdo dsglbodwdo
56000IYEBH0INI0 393bE

GDPG 22 5.585373 3.900385 -3.650101 12.344
GDPPCC 22 2389.714 1005.454 1010.251 4083.998
Export 22 30.52406 9.334406 13.32629 44.73796
GovCons 22 15.16971 5.315925 7.698666 25.87842
Credit 22 21.91759 16.84243 3.30373 56.80942
CapFlow 22 0.1561886 .0734297 .0547132 0.2930368
Deflator 22 14.66224 34.16555 -2.136432 162.7251

D906 Bo3Mma®o Q59mbsMm0dq09d30

3bOowo # 4-sb Bsbl, HMI 3ModBH03MEs© Y439ws 396599 BHeMo 860d36gwm3bs
35M0MJOL. FoQ00MO®, 39MHdm 3MHgo@0, dd3-U B, I3 ghHm Lryew dmbobegby s
©IBRWOGHMOOL 35653930900  5B3969096 o  Mygasl  FogdulodmAls s  dobodmdol
603699c0gdl dmMob, 0liggg OMYMOG BEIBPIOEHMEO FoIBEOOL 5396900l ImEol. 2009
ol 933- BOEILS 5  PIBRWOGHMOOL  (33¢09©YdT0  5EPOWO  3JMmbEsIMHYMBOM
60dbmgdl, HMIWgdoE  ©939300M0M0s  LoJoMmMzawml  MY3glo  39MHO0MEMSL
3MdIMOHO 3obsbLMo 3MHoBobobs s 2008 ool GHMLgm-bodsOm3zgermls Mol Asdm.
y39wsbg 93069 93 9mo Ly Inbobergbg sxodbo®ms 1995 gl (1010.251), Hmgbog
LogoOmzgerm  0dymxzgdmEs YOGl bLemEos©m-93mbmdoze  dymdsmgmdsdo,
150 FM535386M0L IOl F9dy™d.
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3®MIBEGHOE30MbIGHMBS s MMOL LgMools ImbsEggdms GHGMSbLBMMIEG0s

U660 BEHGHOLEH03WMO L3IZ60L BILOEIMGOIWs©, B39 MbEs gogomzswolobmo
@OMOL-BYOOOL B3O BOL JoMHoMsEO IMLIBMYdS. B396 MBS 3035M9M©Mm™, ™I Bz9bo
@OMOLLYOOOL  IMIWO  SMOL  3MZM0SBEHMW-LEIEGoMbIGMEo  (covariance-stationary).
BGo30MbsMMEo 3MMELO SMOL LEMJLEHIMO0 3OMEgLO, MMAOL GODMIOZ0 SEJSHIMO
39bsfogds 96 0333wgds @OMI0 (3300 gd0l MM, 59, obgmo dsb39b90gdo,
HMPMO039  133MOM 5OO0MTJGH03MWO ©S ©OLZIOLOS, Fomo sOLYdMdOL Tgdmbggzsdo,
31939 96 8903390056 MMM AobTogwMdsT0 s 9O A9B0E3WOL 36BN MBSL.
bAHOEombomMo  GHEMbLEMOIs300l  FgoomEo  2sdmoygbgds,  MMaMO3  9eMN-9MHO
0bLEGHMMAGPGH0 OHMomo IF3M030L SbsEobol OML, Moms dmbEgl 306MH39ws©o (5699
305LGSE0MbIMM0) IMbs(399900L  QoMdBs  LbBOEOMbIEMENdS®. MG IEOMbBs MO
©Omomo (3600306 dmbsigdms  godmygbgds 93mbmdolzmm dmEgugddo  obs30MmMdYOL
36530 3gLoMbIEME o J3IM ©OZ3BIBL, SMYNZY 5MTMMYONE  SBIODYOLS O
30abmbgdlL. 39Mdm, B 0db6gds F3oM0, s FLsdsdolo, BgdoLdogMo  303mmgbol
AILEH0M9ds 5MLFO0S Sbgm EOMU.

0v) B396 9630bowszm J398mm dmyzsbow mmms 8f30:030L dmboizgdms 365530390,
09230005  39350mfdmo 53 dmbszgdms  LGsEgombormmmds  (ob. aMmsxz03900 Ne4-10).
39600dmE, v 4M5x3030 Sbobsgl MomMJIoL M3 g  LEFMIM  SGMOMIYE0ZIOL
©oL3gMLooL  dMbs3gdgdL s obobo G  gsboosb 3609369 ™3z56  LgBMbLHMBSL
3960m©ol  dsbdoedy, 85306  Fga30dw0s  3035MIMEM®, MM ©Omomo 30030l
9mbs3999%0  3m356M056L-LESEOMbIMM0s. OMYMOE J390m IMEgdME 36553039000
030mbgds, B39b0 50m©gbodg (33O 9O MO 3035605BL-bEHOE0MbIMEmO. OMOL
bgM0gdol  IMbs39dgdo  dvdozoE  0BMEPYds (6 I30MEYds)  Lb3oslblzs  MM™MOL
9mb53390790D9 5 9909 99300 365-39T030 LsTMSEM SHOMIYEH03IWol BLOWOWY, Mo
o 36M5-UESE0MbIOMMBIDBY  FoMNPOMIOL.  AMexx039dd0  Ne4-10 Bz9gb  Jgagz0dwos
©53065bMm, OHMA BsTMSZOMdM botrxgdol, 9JldmMEHob, 3M90EOL, 3930@9w0l bs3ogdols
@5 960 b Jmbobagbyg 9d3-0l 95B39690gd0L Bodmom s(0MTYEH03ME0 0DBMHYdS
O™ 256353eMdsdo. 5335605, gu  (33WOEIB0 96 960D 303560056~
LGO30MbsOMEo. dmEgwol Bbgs (33Wwsgdo (3d3-U BOHEs O IBWIGHME0) 5B39659096
390569300 BES00 O 15FSWM SOHOMTYEH03w)ols JoB3969de9OL.
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3M5LGHO30MbIOMWo  Imbs3gdgdol Logombol 25shYy39gds dmbo3gdgdol 0dy35Mo
39054365805, GMIwomsi g 3mbs3gdgdo gobgds LEsEOMbsMIMEo. BoswoE03mlgdol
3096 59mygbgdmeo ghm-ghmo abs, MMIgElsg obobo 09gbgdgh sGMs-LEoEoMmbser o
36 396980L BESE0MbIOTo oMmOJIboLMZ0L, sSGOL WMYPSOOMTMNWO GHGMIBLBMOsE00L
d90mo. 53 3H9dbozol @odmygbgdom, B396 T93ddgbom sboswro  MHMmomo  Lgmogdol
dmbs359900, Loo3 mommgmeo 35839690900  Asdmbsbmeos,  OHMYMOE  Bs3MOMO
3600836900l wmasMomdo. gl IGOMPO BoOMME 259M0Ygbgds 93mbmdoliBgdols doge
33093990l OML @, HMaMOE Habo, 5356 Lo gds Mbs IMY3(39L SVIMZRHLIMI0Y SMS-
LGO30MbOMEOo Bmbs3gdgdol Logombo. gl 0dsl 608bsgl, MHMA Bz960 356589GMJd0 Fobgds
BGO30MmbsMIMEo sl 9909y, M3 8mbgds WMRSMHOMIAOL BHEMBLEMMIs300l dgomols
3990yg9bgda.

00300010 99900
33w930L oMo 9092900 sLobwos 39-5- 39-83bOH0gdd0, HMAgdo3 SLobogl

O3 BOwmwo, 51939 9MLGMWo  39MH0omEol  dggaqdlL.  bMowgdo  8go;3o3L
930bm303mMm0 DAoLl MHgaMglool dmbs3gdgdl OLSIgmm@ol godmygbgdom, HmIgedos
R0656bMH0 0bFBHYYM530s Fobobowds gaBMmY b 3033mbgbEI©. oz0fymo odom, HmI
d9-55  09-7gbMogddo  F-Gab@gdo  230h39690L  LEHIGHOLE03MNMS©  95%-056
360083690md90L, Mo 005l 60dbsgl, MM MM039 FMEIEO 35O SMHOL TgHBYIMWO. oM
500by,m6M039 R2 (R2 o adjusted R2) sbggg oP3969996, H™I LEWMEO @ 5OHSLBOVICO
3960m9d0Lm30L  JgMBgmwo  dmEIEgdo  BEASGHOLE0IMMO®  FITIOMNYWOos.  EIMB0D-
M5GHL@MBOL BEOGHLEHOIOL Fobg30m, MIOLYOMBL LEBHIEHOLEH0IMMO ogowomo 0dols, GMJ
9930™30L  0bgBLYdo  BgROBHOWMEMI®  93BMIMOI0MGOI0s,  ™mdzs  BILEGO
5650535X 9MJOJ05 IIOOMO 53EM3MOIWS300L F9dmnbggzsdo.
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gb®oo Ne 5: Mgadgbvyero dmgerol 99093990 s F-Gab@o (1995-2016 fargdo)

Model Ssquur;rg]; f F Sig. Sq:jare gdél;SJZ?e \?Vua[tzlcr)]r;
Regression 229.2135 6 5.77 | 0.0049° | 0.7427 0.6140 1.578565
Residual 79.4131 12
Total 308.6266 18

3b®oo Ne 6:6996M9bve00 dmgerol 99093900 (1995-2016 Hargdo)

Model Coef. zt: t P >| It
(Constant) -169.5945 | 50.0990 | -3.39 0.005
LnGDPPCC 21.8994 7.4841 2.93 0.013
LnExport_01 12.4080 4.5029 2.76 0.017
LnGovCons_01 -0.9672 4.7286 | -0.20 | 0.841
LnCredit_01 -13.2542 3.8367 | -3.45 | 0.005
LnCapFlow_01 -1.4573 3.1856 -0.46 0.656
LnDeflator_01 3.0545 0.8093 3.77 0.003

gb®oo Ne 7:699609b9e00 dmgerol 89093990 s F-Gqb@o (1995-2014 fergdo)

sum of R Adjusted | Durbin-
Model df F Sig. R Watson
Squares Square
Square
Regression 240.7973 6 8.17 0.0022° 0.8306 0.7289 | 2.085301
Residual 49.1137 10
Total 289.9110 16

3b®oo Ne 8:6996M9gbv)eo dmgerol 99093900 (1995-2014 Hargdo)

Model Coef. Std. Err. t P>1tl
(Constant) -167.615 | 43.2197 -3.88 0.003
LnGDPPCC 22.5469 6.4881 3.48 0.006
LnExport_01 12.4418 3.9422 3.16 0.010
LnGovCons_01 -8.9396 5.2073 -1.72 0.117
LnCredit_01 -10.5314 | 3.4861 -3.02 0.013
LnCapFlow_01 1.0011 3.0479 0.33 0.749
LnDeflator_01 3.4838 0.7185 4.85 0.001

530656LM0 0639805300l 3m95303096¢H 0L Bodsbo Tgglisdsdgds MMM, I3
LAHOGOLEHOIMMO 603369 Mds 9 3BHI0EPIds. 39MdMmE 30, OMmEs dmbszgdgdo dgoaegl
9609369em35b0  LogowBHm  MHyg3gdol  39Hom©gdl  (9.0. OV  3gMomEl, 1995-2016
Pargdol Bomgarom), x0bsbbmo  0b@gaMogool 6odsbo  Moeygmzomos.  sbswmaom©o

©s1336900 9939005 Hobs  33093900LSL,  LoOE  YMIMOEPIdS oMM R0bIBLME
0639360009055 @5 93mbMm303MEm  BOEIL  @smMobMmo  589M030L,  SBooLys
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9000LdoQoomMgdbg 90-0560 {argdol bogsyEm 3M0BoLoL ML (Stiglitz, 2000; Wang,
2006; Pinto o Ulatov, 2010). dgmEq dbMog 30, OH™mEs 8mbs3999d0 99o3o3L dbmerme 1995-
2014 396GomEL (9.0. 2015-2016 {ergddo 3609369 m3z560 LygzsMEHM BYg39d0L JgMomob
390M3wgdom), Bobsblmo  0bFHYAMo300l  Bodsbo  ogdOMOs,  MMamOE gl SBY39
LGOS BB35LbZs BoGMdME0 330939000 50b0dbME L530mbmMsb Jodsermngdsdo
(Lucas, 1990; Klein qs Olivei, 2000; Levine, 2001; Bonfiglioli, 2008; Mahajan s Verma, 2015).

653 999bg90s ©9M3000909e  3m9B03096EIOL, 9993900 3bsI©YMRL, GMI Fd3-U
©mbg 9Mm L FMbobEw gy s 9JL3MOGO OEYdOMs© HYIMJdggdgb 93mbmdozol
BM©Yg 5 LAHIGHOLEG03MM9© 95%-056 8603369 MBdSL 5093965 a9y, MMM RBU,
0683 5305L53II0MO S LAHIEOLE0IMMI© F60d3bgemgzsbo (95%) BgasgEgbs 593l
Logo®mggenml 833-b 296300000935Bg. gmeg b3, 39MdM 309JOGH0 ©d BsMIZOMDdM
bo6rxgd0 oMYMBom 3006095305005 983-U BOEILMIL, MHMaMOE gl 0ym ImBswmEbgmo.
dd3-1 BOHELLS s 3gMHdm 3M9oEOL bgROBH0MMHO WOMOYM™ 3538000 Fgglsdsdgds Zhao-
1(2016), Halil Aric-ol(2014) cos Djalilov o Piesse-ob (2011) Gobs 33¢939d0L d99a9gdU.
L58O3OMOM  boGrxgdol  35M5F9gBHEm0 96 9M0L  LESGHOLEG03NOMs© 35083690 m3560
3968L5BOZMGE0, FoM58 5do3 FoMgdMEo F9wYEg00 d9glodsdgds B39l 3MMAbmBYdLS s
bbgs 93mbmdoliEgdol slizgbgdl 8 bLygdmdo (Levin o bbggdo, 2000; Webb s Lbgqgoo,
2002).

OmamOm3 B3960 MHgaMgbero dm@geol 999900 230P39690L, 0bGgam0oMmgds -
DML MOP0gOmMIOL  BEIGHOLEGH03MNM0  8600369WMds 96O ILEGHMYDdS.  bSE0DO

539690, M3 gobsbl®  0bFHYMsE0sl  Moygmzomo  BYYezwgbs o3l 93mbmdozmE
BMYY 390Gl 3603369em3z560 (339¢0905MdOL 39HOMPIBdTO O IPIIOMO 5TY35MI0
9493900L  5MOBYOMBOLLL. Fd3-U g by Jmbobegby, 9dudmdEHls s 0bgwsEo0L
©5353HJO0m0 369G gd0  FoMImoygbgb  333-0l  BOHEOL  gd3oMoVIEs© s
bAHOGOLAHOIMM© 36003690 M3s6  FoB3969dgdL.  FoM©s  sToLy,  MMAMOE 3319350
3900530065, 39Mdm 3090030l O LETMOZMMIM bsBIXGOOL 3565393HMJO0 LOOYMBOD
©59M300090 905305  LoJoMmM3geml  93mbMB03MEO  BOEILMLD. SBbsEoBol  Fggaqdo
999L005d9ds B396L 303mmgbgdL s fobs 331939008 ©OL336YdL 5WbodbME Lo30mMbMb
©539330609d00m.

51336900

50b0dbmeo 33930l olizgbom bsfoerdo Tgxsdgdol Loboo 0gbgds FoMdmygboro
33w930L 093500 999900, 8600369wm3560 Lygzombgdo s (oboswowgdgdo. 33ergzol
0995¢030L 1R39I30BR030IH 39930656, 2396LO3MOOGOMOo 49650090
39956300900 046905 730bBLMMO 0bEJM300l s GobsbLmEMo (Lsdsbzm) Lgd@mMob
3565993HMgd0L 3909390%9. 336M9™39, d9x59900 096905 Lbbgoolbgos
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3oLOM35olHobgdgwo  s139dBHado  LodoOmzgermdo  93mbmdolzmMo  Asb30MMGdOLS o
303935000560 BHEOL Jobomfjg3s0.

OMAMO3 3309308 LBogMmm BM00EIL BbL, LodsGmMzgwmlb 93mbmdolzmem obGHMOOSL
bo305m© OO  39OH0MEId0 943l godmzoo.  BodsMmmzgwml  doMOMSEO
05360930630z memo 35639690 gdols 3mBoGHom@mo s FBsmO  3HYbgb3os, Tgodergds
0mg3slL, MM  935deg3l M3EGH0oLEHMOO  IOMABMBYIOL  LHTOEIGOIL.  LoJoBm3gemls
9306M30359 356033909 BBV OHMIL osmfos, 0993 b Lyss 96 6odbogl 0dsl, ™A
93995658 96 @o9Bbos  Lmldo Tboggdo, MMIGE®S QM35 oLOBYdS 530 gdgE0S
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3538 9Ju3MmOEOL 3608369 ML LodoMm3gemBm3ol, 306500 dsld@sdol g3mbmdools
9839JAHOL  2odm,  3MMmEMJ3ooL  9JudmEEOL  BoBMYdDY  @oBobolols  Fgd3oMmYds  ghHm
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36MMm@YJ305D9 Loffo®dmm bstrxgdo, 250HDM©Ids 25903990 s {fdobs dmgqds, o3
LodMEMm@ X5ddo byl 9MHymdl 50w MdMm030 HoMdmgdols gsb30m5M9gdsL. 0356600,
603 LOJoOMNZIW ML IMBobErgMdOL Lod30MOL 25dm, Lobgwdfoxzml AbMOIL Lbls bgdbgdom
mbs IMbgMbEgl 90 MdM030 [oMmdmgdols fobowoligds, Bogooms@ 3093 YBRO®
809003900 LogoILEbOEM/dYY3M0MO A50Mgdml 9Jdbols 99dzgmdom. msgol dbgzMog,
Logo®nggermdo Lofo®mdmm 00%Bbgliols 39630056905 1 39936OM3MO 30
©59M 3000909905305 033MOEHMD F0doMr0gd5d0, Mo3 0L Bodbsgl, MM LydsGMzgermdo
5RO MOM030 FoMHdmgdol s 9gJu3MMEHOL o?)gdslmab gHmo, §E93MmdM035 993060 Jds
(030  360Mm©JAHJOoL  033mOEGHOL  3sB39b90gwoiE.  Lodmmwmemn  xsddo 3o smbodboeo
39609990900 25653060HMdJ3L BgasBHoMEMo dobs gJudmOGHols s bgyo@GoMOo LogsFMm
055bLOL SMIMRHICMLL.

939460L 93mbmBo3s dosenBg Lsmmmo s FgMHdbmdOsMY BgbmIgbos, HMIOL QsTsMMNMEOo
26930060 doLsM30L BoFoMmMms 3033 gdlemo JoMds. s80G™a, J0a356605, GMI Mbs
dmball 3obsblHo 0bEHgacsgool Lbgs 3603369cmgzsb MR dmMsb dFoO™M 3530060l
53950905 o 356MTMBoBs30s. gb gmErolbdmMdL 0dsl, MM BobsblwmEmo 0bEHgyms300L
3390Md5Bg  990mbiemo  0sbbgdol  3603369wm3zsbo  bsfoero  Mbs  bdsergdmgls
Lodomggarmdo  oglo  3m@GHgbEoseol ddmbg s 999396 aMagdL (GG oHdo,
wmxoLEGH039, LeEoldgmObgmds s bbgs.) ™mMdEs, M dds Mbs, gl s 60dbogl, HMI
bbgs, 09006000  B53e0gds3M3Mwsm e bgdBHmOmgdBg 96O  Mbs  @odsbzowgls
496500 90s. 530656L9M0063)GAM5300LgOM-9MP0TM350M0T0BsboY, (OIuYe] dmbgls
930bm303mGs  dmdygdosbo s  LogmEbwrolbo®mosbo  36MHM9dBgool  oi30bsblgdy,
3963005609l 50 MdMH030 Fo®MBMds, 5350l 9B9JEH0BMdOL  Fsbz9b90gdo o
80350(0Mmm0lg00L5356mbIYOEMBSBOLIOLGOMBILYOMZEMWLsR0bsbLMLY]GH™Od0,
390 300535985000046905L59MHPSTNOOLMbMOTYIB,

5(300530L3bM03300093ROMbYLTGMHYmdLI399b0Ld9dYMAR0BIBLMGOBEHIAMSE0B93
b™303OLEHIOOMOMSL.

513360l Bobom, dg0degds 0mg39L, MM Lods®MZgW ML BobBLWOO 0bEHIYMI300L MbY
3MdE 30bsbLYEO LobEHYFsdo Bo305MmE FoHE0s, MBS XIO 30WI3 39B30MsGMdOL
9393D95. 9M0-9mH0 803500 256305MFH930 BodBHMOO Tgboderms 0ogml ob, MM J39ysbs
090569000 5SS, @S 93 LgdBH™OOL oMM  J9B30MMGds  sofym  Tbmerme
»390900L ©930m3000096“ (2003) Herosh. 53 M93mE 30509 BobsBLYYOO Lgd@mMo
do0sb 93009 @O 5M53M3MEIMMWO 0Ym LoJoMMZgeml ImLobegmdsdo, Mga0mbocm
0639LEH™M90Ls S LHGHPITMGOOLM 0BLEHO0EYEHJOL FMOU.

50 33093900l 9909900 330639690L, O™ BobsBLYYHO 0bEJAMSE00L F90YMT0 Qo0MT39dS
bl dghgmdl  LodoGmggwmdo 93mbmdogme BOHEIL. ™MIEs, 3MGIBboLHobogwds
bogo B ™ 0Yg3900s 2015-2016 Hargddo 583965, O™ BobsbLYG 0bEgaMo3E0sL MsGymagomo
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| General Description of the Paper

The actuality of the paper: Over the last decades, financial integration and its
impact on socio-economic environment has been the subject of consideration of leading
economists in the world. Special attention has been devoted to the example of developing
countries. According to one of the definitions, financial integrationis the movement of
foreign goods and services, direct investments, foreign capital and commercial transactions
between domestic and foreign markets. This is the integration of the local financial system
with international financial markets and institutions.

Formation of world systems and world market of capitalism, technological
achievements in communication and transport fields, increase of foreign economic activities
between countries, production efficiency, management improvement and other economic
and political factors have led to the necessity of forming financial globalization*. The
development of financial stock markets, transnational corporations and international
institutions are also of great importance.

In the world practice, dozens of articles and papers have been written about how to
increase economic growth and what can facilitate this process. However, most of the works
focus on the specific problems of a particular country/region and discuss such issues as
banking sector development, evolution of insurance industry, improvement of tax and
legislative base, etc. Despite the multitude of various papers, there is no clear and
unambiguous answeron how financial integration impacts ona country's economy.

There are variety of opinions regarding the pros and cons of globalization. Globalists
talk about those economic and technical achievements accompanying this process.
Antiglobalists, mainly, emphasize the fact that the globalization of small countries like
Georgia, shall lead to merger of culture and identity. Globalization enables the population to
take advantage of free trade, thus satisfying consumers' demands in the most effective way
and the rational use of world resources. All this increases competition, develops
innovations, leads to the increase of global wealth and raise of living standards. On the
other hand, globalization deepens inequality and poverty. It also significantly contributes the
development of financial and currency crises.

After the collapse of the Soviet Union, Georgia (along with other post-socialist
countries) joined the market economy transformation process. Unlike the Baltic States,
Czech Republic and Poland, Georgia's transformation period was relatively more
problematic and difficult. The country had difficulties with fiscal and monetary policy, as well
as unrefined legislative base, hyperinflation, budget deficit and other social-economic
problems. One of the most important factors was the Abkhaz war in the early 1990s, which
significantly slowed down the country’'s development and striving for progress.
Unemployment rate and black market share in the Georgian economy were
unprecedentedly increased. All theselead to economic instability and political chaos in
Georgia.

In this paper the terms: financial integration, financial globalization, financial liberalization, and liberalization of capital
accounts are referred to as synonyms.



Though the Georgian government has implemented significant reforms and changes
in various fields, stability and economic growth of the country is still far from the optimal
level. High level of inflation and unemployment, underdeveloped financial sector and
political instability has always been and still remains as the main obstacle to economic
growth. That is why further investigations need to be conducted on various aspects of
Georgia's economic growth in order to implement correct reforms in the future that will
contribute to stimulating economic growth and macroeconomic stability.

The goal of the thesisis to analyze the integration of the Georgian economy into the
global financial system and the impact of financial integration on the economic growth of the
country (GDP) on the basis of empiricalaleconometric method, particularly regression
analysis.

From the view point of this goal, main tasks of the thesisare:

e Analysis of characteristics of the World Financial System and establishment of
Financial Integration;

e I|dentification of forms of financial integration and determination of their scope of
activities in Georgia;

e Impact of indirect (catalytic) effect of financial integration on economic and social life
of Georgia;

¢ |dentification and establishment of necessary and minimum provisions for successful
application of financial integration;

e Investigation of impact of financial integration on the economic growth of
Georgiabased onregression analysis. Elaboration of practical recommendations as a
result of this analysis.

The subject of the research of the paper is financial integration of Georgia into the

world financial system and its impact on the country's economic growth.

The objective of the research is to determine the characteristics of trends between
financial integration and the economyof Georgia.

Theoretical basis of the research is the principles and theories related to financial
integration and economic growth. The works of both Georgian and foreign researchers are
used. The data obtained from the World Bank, International Monetary Fundand Ministry of
Finance of Georgia, Georgian Statistics Office and National Bank of Georgia is the basis for
the researches and analysis conducted in the paper.

The methodological basis of the paper is the systematization of data, their verbal
review and analysis, presenting the formulas and graphs of results obtained and
interconnections, depicting these interconnections with mathematical-statistical methods,
particularly regression analysis.

The scientific innovation of the research is systemic understanding of global financial
integration and its classification based on historical specifications. Among the major
subjects of global financial integration there are its main acting subjects and according to
their evolution, stages of the world financial system development are defined. The
advantages and disadvantages of financial integration, having significant impact on the
economic growth and macroeconomic stability of the country, are emphasized. Those
minimum and necessary conditions to be met by the country in order to avoid threat to its
stable economic development are also underlined. The econometric model influencing the
economic growth of the country's financial integration has been developed. There has been



a large database processed and certain connections have been found by means of
mathematical-statistical methods, as well as the possibilities of influencing Georgia's
economic indicators of financial integration are given in specific figures.

The practical significance of the thesis lies in evaluating the role of integration into
the country's global financial system and its impact on Georgia's economic growth. The
findings and conclusions of the research may be used by relevant authorities in the process
of implementing the policy of financial integration for determining the strategy. From the
academic view point, it is recommended to use the issues discussed when studying
"economic policy”, "world economy" and "international economy".

The volume and structure of the work.Thesis "Financial integration and its impact on
the country's economic growth; Empiricalal research using regression analysis "consists of
162 printed pages, 4 chapters, 17 paragraphs, 26 subparagraphs, introduction, conclusions
and references used.

The objectives of this research, its tasks and relevant solutions have led us to structure
the thesisas follows:

Introduction
Chapter 1.Review of the essence, goals and history of financial integration
§ 1.1. Essence, signs and categories of financial integration
§ 1.2. Goals and tasks of financial integration
§ 1.3. Review of history of financial globalization and financial integration
1.3.1. First period of financial integration 1690-1789
1.3.2. Second period of financial integration 1875-1914
1.3.3. Third period of financial integration 1975-2007

Chapter 2.Review of Georgia’s economic development stages and trends of financial
integration
§ 2.1. Review of Georgia’s economic development stages
2.1.1. Analysis of Soviet economic heritage
2.1.2. Challenges in the second half of 1990
2.1.3. Review of economic reforms in 2004- 2016
§ 2.2. Review of basic macroeconomic indicators
2.2.1. GDP and Inflation
2.2.2. Foreign trade, foreign debt and exchange rate
2.2.3. Compound budget, income and expenditures
§ 2.3. Review of Georgia’s financial integration
2.3.1. Summary of financial integration review of Georgian economy

Chapter 3. Review of modern literature on financial integration
§ 3.1. Current context and main approaches
§ 3.2. Review of economic theory on financial integration
3.2.1. Short review of theoretical models used in empiricalal researches
§ 3.3. Debates about the role of financial integration from the view point of economic
growth
3.3.1. Financial integration and economic growth in 1970-2005



3.3.2. Conclusions about connection of financial integration and economic
growth
§ 3.4. Debates about the role of financial integration from the view point of instability
3.4.1. Social and economic expenses of financial crisis
§ 3.5. Debates about the structure of capital flows and economic growth
3.5.1. Direct foreign investments
3.5.2. Portfolio capital flows
3.5.3. Flows of foreign loan
§ 3.6. Indirect profit (indirect and catalytic) of financial integration
3.6.1. Development of financial sector
3.6.2. Improvement of Institutions and Management Quality
3.6.3. Improvement of macroeconomic policy
§ 3.7. Necessary and minimal provisions for successful financial integration
3.7.1. Developed financial sector and state institutions
3.7.2. Efficient macroeconomic policy
3.7.3. Absolute liberalization of foreign trade
3.7.4. Integration level in international financial system
§ 3.8. Summary of literature review

Chapter 4. Empirical research and regression model
§ 4.1. Principles of empirical research
§ 4.2. Regression model
4.2.1. Data, their determination and sources
4.2.2. Non-stationarity and transformation of time series data
§ 4.3. Empiricalalresults
Conclusions
References



[ Main part of the thesis

The first chapter of the paper "Review of the essence, goals and history of financial
integration" is devoted to the forms of implementation of financial integration:Sharing
information, best practices and modern technologies between financial institutions;
attracting of funds directly from international capital markets by the firms; direct investments
by investors in international capital markets; creation of new financial derivatives (products)
and trading in international capital markets; uninterrupted movement of foreign capital flows
between the countries and participation of foreign capital in domestic/national financial
markets.

In order to achieve the goal set in the thesis, the possibility of implementing the
abovementioned forms of financial integrationare analyzed. One of the most important
conditions providing financial integration is the level of financial market development.
Financial integration can not be carried out without difficulties, so in the paper particular
attention was paid not only to the problems within the country but also tothe investigation of
impact of financial status of the countries involved in international financial system. Among
the restrictions that may hinder absolute integration there are:

e Free functioning of financial institutions;

e Business freedom to directly attract the necessary funds;

e Freedom of international capital and bond investors to invest in financial tools of their
interestin the domestic capital markets.

These restrictions are legal, but in some cases they exist to overcome the
deficiencies of financial markets. Consequently, removal of some legal restrictions will only
worsen the world economy. To analyze the issue thoroughly, the three most important
periods of financial globalization and financial integration are reviewed in the paper: 1690 -
1789; 1875 - 1914 and 1975-2007. It should be noted that the first period (1690-1789) has
not been mostly investigated, though proper attention is paid to this period in the paper.

Financial integration between developed countries has been increased significantly
in 1980-1990, as well as the level of liberalization of their capital accounts. Integration
between financial markets and banks lead to such benefits as higher productivity and risk
distribution. At the same time, increased interdependence was accompanied by its
expenses, showing increased vulnerability towards systemic risks. During this period
financial integration was the result of the deregulation policy implemented in many countries
during the last decades, thus simplifying the bureaucratic demands and the role of
regulatory bodies.

Herewith, as soon as the level of economic openness increased, countries became
more vulnerable to external shocks. Some economistsclaimed that global financial
integration resulted in the growth of instable capital flows that laid the foundation for
turbulence of financial markets. Taking into considerationthe high level of integration
between nations, the systemic crisis could easily moved from one country to another.The
1980s and 1990s were full of currency crises and sovereign defaults, including the 1987
"Black Monday" crisis in the US, the 1992 currency system crisis in Europe, the 1994
Mexican peso crisis, the 1997 Asian currency crisis, thel1l998 Russian financial crisis, and
the 1998-2002Argentinian peso crisis. Reasons of these crises were rather different and
diverse, starting with speculative assaults on fixed exchange ratesand ending with
dysfunctional banking systems.



As a result of research on system crisis, economists have achieved consensus - for
the country's economy to benefit from financial integration, this country shall meet certain
prerequisites. The mentioned preconditions include stable macroeconomic policy, sound
fiscal policy, strong bank regulation and the right to protect property.
Economistsmostlysupport the following sequence of financial integration: facilitation of
direct foreign investment, liberalization of domestic capital markets and acceptance of
capital free flow only after the country has an effective and developed capital market and
regulatory systems.

In addition, the developing market economy should have a reliable currency for both
domestic and international investors to take advantage of financial integration, such as
more liquidity, more investment activity, and accelerated economic growth. If the country
has unlimited access to foreign capital markets and has no reliable currency, it may
become vulnerable to capital speculative activity that can lead to serious economic and
social expenditures.

However, many economists suggest that the biggest financial crisis since the Great
Depression in the 1930s took place in 2007-08. The world's largest financial institutions
faced bankruptcy, which was eliminated only with the help of national governments, but this
did not stop the crisis. It has caused a sharp drop in stock markets, which was later
reflected on the real economy - a long period of recession and unemployment has begun.
The crisis affected both the developed and the majority of developing countries, and the
damage amounted to trillions US dollars.

The mentioned financial crisis was due to complex inefficient policy, encouraging the
ownership of real estate, facilitated access to mortgage loans forlow-rating borrowers; the
compensation systems oriented onmaking of short-term risky profitsinstead of creating
long-term value;the absence of adequate capital reserves, which would allow banks and
insurance companies to cover their financial obligations.

This financial crisis has had negative impact on global financial integration. Namely,
investors' confidence towards global stock markets has fallen; issuing loans has been
toughened, international trade and foreign capital flowshave been sharply declined.
However, due to unprecedented fiscal incentives of governments and central banks, it was
possible to avoid the systemic collapse of global financial system in the next few years with
the help of cheap money monetary policy and institutional benefits.

The analysis of historical stages of financial integration allows proper determinationof
driving force and direction that is important for planning the country's macroeconomic and
foreign economic activity. The issues discussed in other chapters of the paper are based on
the complex and contradictory events of financial integration before the modern period
which resulted in its enhancement.

The second chapter of the paper "Review of Georgia's Economic Development
Stages and Financial Integration Trends" was based on the analysis of historical stages of
financial integration, allowing us to underline those factors that laid foundation to Georgia's
integration into the global economy. Generally, financial integration is a difficult and long-
term process, but the degree of complexity increases when the country lacks institutional
development.

After the collapse of the Soviet Union, Georgia moved to a new stage of economic
reforms. The priority directions of reforming were allocated. Creation ofthe free economic
system without the existence of monetary credit institutions and tax and budgetary



organizations was almost impossible. That is why the state started to elaborate correct and
effective methods foreconomicregulation. The economic reforms carried out by the Polish
Finance Minister have become the main example then, but the absence of relevant
institutions of market economy and the lack of experience of independent management of
the economy led the country to the deadlock at an early stage of development. It was
almost impossible to solve the problem without thehelp from international financial
organizations. In 1995-1998 legislative regulatory base for market relations have been
created, tax and customs institutions, the two-tier banking system have been established,
economic relations with international organizationshave been strengthened, which shared
their experience with the country and helped in successful implementation of the
transformation process. In this period, the main process of privatization was
actualycompleted and trade relations became even more liberal.

Since 1995 the economy of Georgia has slightly improved: GDP grew by 2.6% and
inflation was 157.4%, which was better indicator compared to previous years. In the
following years (1996-1997), the economic environment has further improved resulting in
the 24% growth of the gross domestic product. (Chikhladze and Dzotsenadze, 2013).

The situation has adversely changed during 1998-2002, with a 2% decrease in
economic indicators. Though, in 2003, despite those hard events going on in the country,
GDP grewby more than 10%. Excluding the extremely difficult economic situation of 2008-
2009, the level of economic growth of Georgia was rather high in the following years. In
2008, due to the well-known events (Russian-Georgian War), growth of GDP only reached
1,9% and in the following year it decreased by 3,9% (Chikhladze and Dzotsenadze, 2013).
Factor contributing recession was the global financial crisis that made thorough changes to
the world financial markets.

Graph Ne1 GDP based on constant prices of 2010 (2003-2016)
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Deficit of current account has been one of the biggest risk-factors for the country.
The negative balance in 2014 reached its peak level - 5,741 million USD. To some extent it
was caused by the high exchange rate of GEL, since the strong exchange rate of the local
currency towards other currencies stimulates the growth of import. On the other hand,



however, import growth has negative impact on the country's trade balance (Table Ne1).
And indeed, over 2011-2014, trend of import increase was obvious, which was reflected on
the negative balance of foreign trade. (Chikhladze and Dzotsenadze, 2013)

Table Ne1Foreign trade turnover and Foreign trade balance, 2010-2016 (million USD)

2010|2011 |2012 |2013 |2014 [2015|2016
Foreign trade turnover 6913 9259| 10433| 10933| 11463| 9505 9408
Registered Export of Goods (FOB) 1677 2186| 2377| 2910| 2861| 2205 2113
Registered Import of Goods (CIF) 5236 7072 8056 8023 8602 7300| 7295
Foreign trade balance -3559| -4886| -5680| -5112| -5741|-5096(-5182
Export without re-export 1380 1693| 1606| 1812| 1873| 1637 1657

Source:National Statistics Office of Georgia, revised by us in 15.02.18

Despite the fact that in 2015 the negative balance was reduced, we can not say that
the country’s economy has grown. Decrease was caused by the reduction of both export
and import, which indicates the regress of financial integration. Studying of reasons has
shown that the exchange rate of GEL has dramatically decreased (up to 40%) in 2015,
which led to the reduction of import by 1302 million USD, or about 15%. Besides,
deterioration and instability of the political and economic environment in the region has
significantly affected our country's exports. This is quite logical, as the main export markets
for Georgia are of the neighboring countries. As a result, in 2016 compared to 2014, the
export index has decreased by 26% and almost reached the figures of 2011.

Regional and local economic crises may reduce capital flows (eg. export, foreign
direct investment, etc.). This is particularly obvious on the example of small and developing
countries like Georgia. Therefore, they apply to various international institutions and partner
countries rather often to eliminate current account deficits. As the Table No.2 shows,
Georgia's total foreign debt has been growing for years. By 2015 it exceeded 15 billion US
dollars. And by 2016 this figure almost amounts to 15.8 billion USD (see Table No.2). About
2/3 of this external debt refers to the governmental sector and non-financial corporations,
while the relative share of the banking sector is 1/5.

Table Ne2:Total foreign debt 2011-2016 (thousand USD)

2011 2012 2013 2014 2015 2016
Governmental sector 3,695,195 4,250,558 4,190,599 4,255,819 4,390,341 4,677,798
National Bank 815,400 582,320 338,205 251,759 219,244 200,281
Banks 2,119,618 2,468,535 2,646,886 2,683,354 2,957,126 2,974,359
Other sectors 2,239,384 3,327,974 3,471,499 3,586,600 4,503,475 5,430,808
Non-Banking Finance Corporations 99,329 171,596 186,880 219,910 246,936 254,879
Non-finance corporations 2,140,055 3,156,378 3,284,619 3,366,689 4,256,539 5,175,929
Loans between companies 2,724,935 2,662,851 2,648,357 3,074,086 3,012,955 2,505,546
Total foreign debt 11,594,532 13,292,238 13,295,547 13,851,617 15,083,141 15,788,793

Source:National Bank of Georgia - www.nbg.ge; revised by us 23.02.2018

In the end it must be noted that current account of our country still remains negative,
which means that far more capital flows out of the country than flows in. And growing deficit



of current and subaccounts is particularly noteworthy, which in its turn is due to the low
level of development of industrial sector.

The level of financial integration of the country depictsits macroeconomic policy,
investment environment, prospects of economic growth, stability indicators, and what is
most important, whether free inflow and outflow of foreign funds to the country is admissible
or not. From this view point, Georgia is among the most liberal and open countries in the
world.

Table N3 clearly depicts that since 2001 to 2016, main transfers in the financial
account of Georgia's balance of paymentswere made in the subaccount of foreign direct
investments, as well as significant transfers took place in portfolio investments and other
investment accounts. In contrast to this fact, turnover of reserve assets and financial
derivatives' accounts was rather modest.

Table Ne3Turnover on financial account of Georgia 2001-2016 (million USD)

2001 2002 2003 2004 2005 2006 2007 2008
Direct investments 106 156 331 483 542 1183 1676 1418
Portfolio investments 0 0 1 -14 15 140 21 623
Financial derivatives 0 0 0 0 0 0 1 8
Other investments 119 64 20 9 178 180 597 842
Reserves -51 -32 19 -178 111 -439 -377 -131
Financial account 173 188 370 300 625 1065 1918 2760

2009 2010 2011 2012 2013 2014 2015 2016
Direct investments 677 679 902 614 830 1356 1267 1177
Portfolio investments 11 251 133 848 -37 209 -154 4
Financial derivatives 1 1 5 5 -2 8 -2 -4
Other investments 853 300 1208 347 11 132 499 787
Reserves -616  -208 -572 -38 45 33 99 -245
Financial account 925 1,022 1675 1,777 87 1739 1,710 1,756
Source:https://www.nbg.gov.ge/index.php?m=304#sagareoseqtori  National Bank of

Georgia; Revised by us 21.04.2018

From the view pont of sectors, the volume of foreign investments underlines those
areas that are more popular in Georgia. If we observe on the investments by industries, we
will find out that the leading sphere was transportin 2016; it is followed by the financial
sector and construction (GraphN2).

GraphNe2Foreign direct investments according to economic sectors, 2016 (thousand
USD)
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Graph Ne3 clearly indicates that unlike the net foreigndirect investment, the balance
of net portfolio investments has often changed from positive to negative and vice versa.
This means that portfolio investments are not stable and critical situations (crisis) for the
country often cause financial outflows from the country. The mentioned fact - i.e the high
mobility of capital clearly points out the high level of openness and financial integration of
the country. Apparent flow of portfolio investments from the country is evident in 2008 and
2012 (Graph Ne3). This can be explained by the increase of risks existing in the country,
associated with the war in 2008 and the changes of government in 2012, eventually
resulting in the outflow of portfolio investments.

Graph Ne3:Net portfolio investments 2000-2016 (million USD)
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As we have seen from above analysis, Georgia's economy quite acutely reacts to the
events developed in the region or in the world markets. Statistics show that during the
global financial crisis (in addition to Russian-Georgian war)foreign direct investments have
been drastically reduced. Similarly, due to the European debt crisis, Georgia experienced
unprecedented fall inportfolio investments (GraphN3), which reached its peak level in 2010-
2013.0ur observations suggestdrop in exchange rate of GEL towards USD, which is
caused by the economic and financial crisis developed in the region in 2014. All this
suggests that the integration level of Georgia into the global financial system is quite high,
and therefore the risks caused by external factors are also big. Once again this fact
emphasizes the importance of implementing optimal macroeconomic policy for our country.

Chapter three of the paper aims at making general synthesis of existing
researcheson this topic and creating certain conclusions. The work emphasizes not only the
direct effect of financial integration, but also indirect (catalyc) impacts. We discuss the
assumption claiming that liberalization of the capital account is a fundamental problem for
the financial crisis of developing countries over the last two decades.

Maurice Obstfeld [1994] was one of the earlier economists, who conducted an
influential study on relationship between global financial integration and economic growth.
His main conceptual framework was based on benefits of global diversification and risk-
sharing opportunities through financial integration. According to the paper, most countries
obtain great welfare gains from financial globalization, because international financial
integration allows shifting of world portfolio from less-profitable countries to high-profitable
ones, compensating respective risks. This hypothesis is consistent with conventional belief
about financial openness theory. Financial globalization gives opportunity to increase
investments in developing economies, offering investors a higher return on investment
(ROI), compared to industrial countries [Lucas, 1990]. Financial diversification reduces the
risk-free rate in the developing economies, which means that the cost of capital is
diminishing as well, while the overall and ultimate impact on economic growth is positive.
Decrease in the cost of capital through efficient risk-allocation stimulates economic growth
[Badri and Sheshgelani, 2016].

Some remarkable studies outline that apart from direct channels, through which
financial openness affects economic growth, there are indirect impact-channels as well,
such as: efficient capital allocation, enhanced production specialization, transfer of
management experience and corporate governance etc. [Obstfeld, 1994]. The research
papers on direct impact-channels seek for a positive relationship between financial
integration and economic development. On the other hand, the papers on indirect channels
state that positive growth effects are only collateral and can be reached through healthier
financial system, institutional quality and efficient macroeconomic policies [Bekaert et al.,
2005]. Anti-globalists actively criticize direct positive IFI-growth nexus and question the
benefits from indirect impact-channels as well. They argue that the benefits from indirect
impact-channels are rather intangible and undocumented, while the negative outcomes
from financial integration are colossal and real [Obstfeld, 2008]. Klein and Olivei [2000] and
Levine [2001] advocate that the financial integration may improve a country’s financial
sector by importing financial services from more experienced countries and consequently
support economic growth. Numerous authors claim that capital flows depend on the
advancement of a country’s financial system and other important macroeconomic factors.
Therefore, potential benefits from financial openness depend on the soundness of financial
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sector and these macroeconomic variables, especially for the developing and emerging
economies. These prerequisites that are necessary to reap positive IFI-growth effects are
commonly referred as “threshold” conditions [Kose et al., 2010]. In general, these
“threshold” factors are country characteristics, such as: the degree of trade and capital flow
openness, wealth distribution, the level of income and financial development, institutional
quality and efficiency of macroeconomic policies. For instance, Aoki et al. [2006] conclude
that capital account liberalization is not inevitably favorable for a country when its financial
industry is weak and immature. Prasad et al. [2006] note in their study that even though an
international capital flows have increased significantly over recent decades, advocating a
more global financial world, the allocation of flows becomes more inefficient compared to
economic theory expectations. Lucas [1990] argued that international flows from capital-
reach to capital-poor economies were much smaller than the levels expected by the
standard theory. Prasad et al. [2006] also stated that the paradox has deepened over time
with capital flowing from developing to industrial economies, especially since the beginning
of 20th century. The research states that the pattern is actually opposing, meaning that
medium and high growth economies transfer substantial amounts of capital while low-
growth economies obtain in huge amounts. This fact is referred as a “Lucas Paradox”
among economists. The authors, however, admit that the foreign direct investment
generally follow the predictions of the theory [Prasad et. al., 2006].

Boyd and Smith [1992] indicate that financial liberalization in countries with weak
legal system and undeveloped financial institutions may actually stimulate a capital outflow
to industrial countries, where the institutional quality is much higher. Another criticized study
was conducted by Krugman [1993], which pointed out that financial integration cannot have
a major driving influence on economic growth. The author argued that the IFI-growth
linkage has no solid grounds in economic theory either. Joseph Stiglitz, nowadays one of
the most influential economists, closely linked amplified occurrence of currency crises with
financial openness [Stiglitz, 2000]. According to his analysis, the liberalization of capital
accounts in several East Asian countries was the most important reason that lead to the
currency crisis in Asian during late 90s. John Williamson, the World Bank’s former Chief
Economist, argued that the only factor that explains the reasons of Asian currency crisis is
the capital account liberalization [Wang, 2006]. Remarkably, all the currency (and financial)
crisis that occurred in Asia, Russia and Latin America had very similar prerequisites: the
liberalization of capital accounts and cross-border flows shortly prior to the beginning of the
crisis. For example, several years before 1998, Malaysia unrestricted international
transactions of its domestic currency in offshore markets. Portfolio capital flows (both
inward and outward) were liberalized. The inflow of FDI was stimulated in Malaysia, while
there were no considerable restrictions on FDI outflows [Wang, 2006]. Similarly, prior to
currency crisis in Russia during late 90s, the government implemented relaxation policy on
foreign portfolio investments in 1997. The portfolio flows in the Russian market during the
first quarter of 1997 exceeded the amount for the whole 1996 by more than three times
[Pinto and Ulatov, 2010].

As for the empirical studies, different methods were applied to investigate the
relationship between financial integration and economic growth. For instance, Edison et. al.
[2002] utilized variety statistical techniques to explore the IFI-growth relationship and also to
evaluate whether this nexus depends on the level of financial, economic, legal system
developments and other macroeconomic aspects. The authors used various measures of
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IFl using ordinary least squares (OLS) and Generalized-Method-of-Moments (GMM)
estimators. The study covered 57 countries across the period 1980-2000 for the cross-
sectional OLS method and 1976-2000 for the dynamic panel GMM method. The outcomes
of the study revealed that the international financial integration does not stimulate economic
development. Moreover, the authors concluded the same results even when controlling for
specific political, institutional, economic and financial policies [Edison et. al., 2002].

Alfaro et. al. [2004] concentrated their study on the influence of foreign direct
investment on economic development. The research concludes that the deficiency of
financial development can limit the country’s capability to efficiently use potential spillover
benefits that are accompanying FDI inflows. Koseet. al. [2008] also underlined the
significance of FDI. The authors state that, taking into account the degree of financial
development in non-industrialized countries, the benefits of financial integration are most
apparent when they receive capital inflows through FDI or portfolio equity investments.

Klein [2005] applied the cross-section OLS and IV statistical methods to investigate
the integration-growth association. The research covered 71 countries, while the timeframe
of 1984-1995 was utilized. The author concluded that a financial integration is positively
correlated with economic growth during medium levels of institutional development.

Bonfiglioli [2008] conducted macro research on association of financial integration
with total productivity growth. The empirical study covered the period of 1975-1999, using
cross-country data. The results revealed a positive direct impact of financial integration on
productivity growth.

The research study, conducted by European Bank for Reconstruction and
Development (EBRD) in year 2010, attempted to understand whether integration-growth
relationship is different in emerging Europe. The study used industry-level data and
analyzed several aspects that may explain integration-growth nexus, in particular: the trade
integration, institutional quality, political integration, financial development and financial
integration itself. The research found out that the positive consequences of financial
integration are most apparent for the nations that are politically closest to the European
Union, suggesting that the political integration can significantly surge the benefits of
financial integration [Friedrich et.al., 2010].

Mahajan and Verma [2015] studied association between financial openness and
economic development in India. Their research covered the period of 1981-2011. In order
to investigate the integration-growth relationship, the authors employed co-integration
model and Vector Error Correction Model (VECM). The research paper observes positive
outcomes, which mean that more financial openness stimulates economic growth in India.

Badri and Sheshgelani [2016] studied the relationship between financial
development, financial integration and economic growth. The research was conducted for
24 OIC countries applying panel data method. The analyzed timeframe included 2005-2013
years. According to the results of the study, financial development had positive impact on
economic prosperity in selected countries, while the financial integration was negatively
correlated with growth.

Furthermore, certain economists could not find any significant relationship
between financial integration and economic development [Alesina et. al., 1994; Grilli and
Milesi-Ferretti, 1995; Rodrik, 1998, Edison et. al., 2004]. According to study Rodrik and
Subramanian [2008], it is progressively hard to find the benefits of financial integration on
economic development, even when the financial crises are set apart. The authors stated
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that financial integration has not generated higher growth or reduced volatility in emerging
markets. Moreover, they label arguments for financial globalization as speculative and
unconvincing [Rodrik and Subramanian, 2008].

Additionally, some studies conducted on examination of IFI-growth relationship
derived mixed outcomes. For example, Arteta et al. [2001] analyzed the impact of capital
account liberalization on economic development for 61 countries across 1973-1992 periods.
The results revealed that financial integration can as likely to help as to hurt economic
growth. Similarly, mixed effects were exposed in number of other research papers [Kraay,
1998; Edwards, 2001; Durham, 2004].

As it can be observed from the literature above, there is no clear and unambiguous
answer on whether there is positive correlation between financial globalization and
economic prosperity. The conducted theoretical and empirical studies appear to have mixed
results, depending on the specifications of particular research.

Chapter four of the paper is based on the empiricalal research, using the
regression model that analysedthe relationship between financial integration and economic
development. This is a very complex and sensitive process, depending on the studied
countries, their economic, political, legal, social, geographical and other characteristics. It is
interesting to determine this interrelation in time on Georgia's example. It should be noted
that it has already been over two decades that Georgia began the integration process into
the financial markets of the world and during this period its economy and banking sector
areconstantly developing. The country has suffered from the recession process several
times since the Russian-Georgian war in 2008 and then in 2015-2016 - during the
currencydevaluation. Hence, it would be especially interesting to understand whether
financial integration promotes the economic development in Georgia or not.

Empirical Model:

Our empirical strategy is to elucidate the tendency in economic growth and its
changes across time in the Republic of Georgia. For this reason, it should be tested if
tendencies in economic development are connected with trends in financial integration.
Therefore, in our analyses we have to ensure that our estimates of Georgia’s economic
deepening capture the influence of the exogenous component of financial integration.

The general equation to be estimated is:

Yt=a+Xtf+&t

whereytis a dependent variable, xtis a vector of independent variables, &tis error
term, and t indexes time measured in years. We treat all terms as exogenous. Since in
most of the cases time-series data doesn’t suffer for heteroskedasticity (it is mostly a cross-
country phenomena), we don’t incorporate analysis for heteroskedasticity in our model.

Our empirical model aims to analyze the economic growth of Georgia, covering 22
time periods. The commonly accepted method is to employ data at an annual basis for the
estimation purposes. Using annual data in our analyses has a weakness, because it
disregards the probability that annual data might not represent long-run equilibrium values
in any given year.The reason for this is the slow modification to fluctuations in the
parameters. In order to avoid this issue we need to design a model that will allow the
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possibility of partial adjustment. We derive a log-linear equation for economic
development.> Hence, an empirical formula has the following illustration:

(GDPG)t = a + SLLnGDPPCC) + p2(LnExport): -1+ £3(LnGovCons): -1+ S4(LnCredit): -1+
+ A5(LnCapFlow): -1+ p6(LnDeflator): -1+ &t

Where GDPG stands for gross domestic product growth; GDPPCC is a gross
domestic product per capita based on constant 2010 U.S. dollar prices; Export is a total
value of exported goods and services; GovCons represents general government final
consumption expenditures; Credit is a domestic credit to private sector by banking sector;
CapFlow is a gross capital flows, represents the proxy for financial integration; Deflator
represents an inflation parameter; et is error term. All explanatory variables [except
GDPPCC] are expressed as one-period lagged values.

Data, measurement and sources

In our research of financial integration and economic growth, we estimate standard
growth equation using a dataset over the period of 1995-2016. Data are obtained from
various sources. Financial integration measure is obtained and derived from National Bank
of Georgia (NBG) sources. GDP growth, GDP per capita, private credit, government
spending, exports and inflation are obtained from World Development Indicators (WDI)
database.

Economic growth is calculated by the real GDP growth rate. Indicators that we
employ as control terms that may explain economic growth include the following: financial
integration, GDP per capita, exports, government spending, inflation and private credit.

According to one of the definitions, financial integration is a phenomenon in which
financial markets of various countries are closely integrated to each other, forming global
financial markets. The degree and form of financial integration differs from country to
country. Unlike developing economies, developed countries are expected to have relatively
high financial integration parameter. The form of financial integration may include various
interrelations between financial institutions, such as: sharing of know-how and best
practices, technologies, cross-border capital flows, participation in foreign financial markets
etc. The economists suggest various ways of measuring the level of financial integration of
a country. For example, some theories are based on de jure measurements of financial
integration, which are based on dummy variables. One of the most well-known and
commonly accepted de jure proxies for financial integration is the Chinn-lto index
(KAOPEN). This index initially was adopted by Chinn and Ito in 2006. KAOPEN is stated in
the IMF’'s Annual Report on Exchange Arrangements and Exchange Restrictions
(AREAER). The index is constructed via binary dummy variables that categorize the
restrictions on cross-border financial flows. Unlike de jure parameters of financial
integration, which usually capture a degree at which a country enforces policy constraints

5 Some observations, for example on financial development may not represent long-run equilibrium values in any given
year, because of slow adjustment to changes in other variables. Financial development indicators that are asset based
are likely to display considerable persistence: the size of the banking system in any given year is history dependent. To
allow for the possibility of partial adjustment, we specify a log-linear equation.
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on cross-border capital transactions, de facto measures are more quantity-based and
capture actual level of global financial integration of a country. Perhaps there are two most
widely used de facto measures of financial integration. The first (TOTAL) index proposed by
Lane and Milesi-Ferretti [2007]. The authors of this index suggest that one of the ways to
assess a country’s level of international financial integration is to understand the
movements in external assets and liabilities, so-called international investment positions
(IIP). Consequently, the TOTAL index is derived as a country’s total assets plus total
liabilities as a percentage of GDP. The second approach attempts to use apparent
phenomena of augmented capital mobility, such as the gross capital flows [Quinn et al.,
2011]. If we take into consideration the growing trend of international capital flows across
the globe during the recent decades, this proposition sounds particularly viable. For
instance, the capital flow approach was one of the ways to measure financial integration in
the study conducted by Asian Development Bank [Estrada et al.,, 2015]. Furthermore,
various traditional literature on financial globalization actively advocate a capital flow index
as a proxy for measuring the degree of financial globalization. In our analysis we also use
annual data on gross capital flows, as a corresponding measure of financial integration of
Georgia. In order to calculate this indicator, we employ financial account data from the
balance of payments of Georgia (source National Bank of Georgia, NBG). In particular, we
derive financial integration parameter by summing year-end absolute values of inflows and
outflows (assets and liabilities) of direct investment (DI), portfolio investment (PI), financial
derivatives (FD), and other investment (Ol). Then we express these data as percentages of
respective yearly GDP. The reason why we use absolute values of flows is that the gross
flows are preferred over net, because they provide more accurate picture of integration
[Estrada et al., 2015]. Majority of research papers conducted on IFI-growth interconnection
conclude positive results between these two variables. The economists name several
important factors, through which non-restricted cross-border capital flows facilitate
economic growth: risk-diversification, capital allocation, transfer of technology and know-
how, enhanced competition level, improved functioning of financial industry etc. [Obstfeld,
1994; Acemoglu and Zilibotti, 1997; Klein and Olivei, 2000; Levin, 2001]. Joseph Stiglitz in
his study [Stiglitz, 2000] also highlights the importance of cross-border capital transactions
for economic growth, but he admits that the full capital account liberalization is harmful and
respective regulations are essential in order to reap positive results. For instance, a country
can benefit from long term foreign direct investments, which transfer technological
achievements, managerial experience and are oriented on productivity growth. On the other
hand, there is a high risk that short term capital flows can be damaging, especially for
developing countries that have less sound financial sector. The author claims that short-
term capital flow movements can result in small shocking effects on a country’s economy,
because the risks outweigh the benefits from short-term transactions [Stiglitz, 2000].

In this paper we expect capital flow parameter to have a positive impact on
economic growth, because according to the balance of payments of Georgia, on average
the yearly FDI comprise more than 50% of total capital flows of Georgia. Such high FDI
flows and accompanying benefits should indeed positively correlate with economic
development. Nevertheless, some historical facts suggest that the international financial
integration can have negative consequences during currency crisis and general economic
stagnation. There are several such real case scenarios, when financial openness had
negative influence on a regional level during Latin America, Asian and Russian currency
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crises in 90s. It is important to note that Georgia experienced quiet severe currency
fluctuations during 2015-2016 years, when the exchange rate between local currency (GEL)
and US dollars has depreciated more than 40%. This fact could negatively influence IFI-
growth relationship. Therefore, we decided to test this hypothesis and consequently divided
our analysis into two sample periods: 1) full sample size that covers period of 1995-2016,
which entails two years of currency devaluation in 2015-2016; 2) sub-sample size, covering
a time-frame of 1995-2014, which does not incorporate the periods of currency
devaluation. According to our estimations and relevant literature review, we expect to have
a non-positive linkage for the full sample and a positive relationship for the sub-sample
sizes.

We also include initial per capita real income on the right-hand side because higher
incomes are likely to correlate with more economic activity. This variable is incorporated in
the empirical model to capture the convergence effect across countries. The yearly figures
on real GDP per capita are collected from the World Development Indicators (WDI). We
continue to treat GDP per capita as exogenous. The expected sign of the parameter of the
initial level of economic development variable is positive.

The next variable used in our research as a determinant of economic growth is
exports. As a measure of exports, we use the exports of goods and services in relation to
GDP. According to traditional Keynesian theory, export is one of the main aspects that can
promote economic progression. Empirical researches conducted by Vohra in 2001 and
Marin in 1992 have confirmed, that export positively impacts economic growth. The
expected sign of the coefficient is positive.

Numerous studies [King and Levine, 1993; Levine and Zervos, 1998; Beck and
Levine, 2004] have proved that better developed financial system positively shapes
economic growth. We employ banking sector development, particularly private credit issued
by banks as a representative variable of the financial development. The variable is
presented as percentage of GDP. The figures are gathered from the WDI dataset. It is
commonly established among economists that the private credit variable is a vital banking
development pointer, for the reason that it illustrates the level to which new firms have
opportunities to get bank finance. According to Rajan and Zingales [2003], private credit
measures the easiness to obtain finance for a sound project. Levine et al. [2000] states that
this variable separates the credit issued to the private sector, as opposed to credit issued to
governments, government agencies and public enterprises. Furthermore, it does not count
credit provided by the central bank. As a consequence, we interpret higher points of this
parameter as a demonstration of increased credit accessibility and overall financial
development. This is our preferred measure of financial progression, because it is the most
straightforward measure of financial availability to the private sector. In general, economists
expect positive impact of financial development on economic growth. However, there are
numerous research papers that conclude different outcomes, especially for the developing
and transition economies, where the financial institutions are still at the early stages of
development. Djalilov and Piesse [2011] conducted study on financial development-growth
nexus for the 27 former Soviet republics and Eastern European countries. Their results
show that credit provided to private sector has no significant effect on economic progress.
Additionally, two other variables of financial development were used: 1) financial index
proposed by EBRD, which consists from different financial arguments; 2) the difference
between interest rates on credit and deposit, which is a proxy for competition level in
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banking industry. These two variables of financial development appeared to have negative
influence on growth. The authors explain such results by less developed institutional degree
of financial sector in these countries. They admit that least developed financial institutions
in these countries hamper economic development, as the financial resource-allocation
process is not conducted on the bases of economic efficiency. Moreover, such important
aspects as asymmetric information and high transaction costs are typical for developing
countries, which negatively affect financial transactions and growth [Djalilov and Piesse,
2011]. Levine and Zervos [1998] also highlight the importance of institutional development.
The research suggests that not necessarily the degree of savings and investments lead to
economic progression, but rather the more efficient resource allocation and productivity,
which are capabilities of institutionally strong economies. Halil Aric [2014] analyzed the
relationship between financial development and economic growth in European Union for the
period of 2004-2012. The domestic credit to private sector as a % of GDP was employed as
a proxy for financial development variable. The paper revealed negative finance-growth
relationship. The author explains this by fact that the credit provided to private sector is not
utilized in growth-oriented areas. In case of Georgia, the country’s financial sector has been
developing steadily and significantly throughout the last decade (often exceeding 20%
growth). However, the allocation of financial resources is not efficient, because the entire
growth of Georgian banking sector is largely due to extremely high number of
private/household borrowers from commercial banks. According to Financial Access Survey
(FAS) that is proposed on the yearly bases by International Monetary Fund (IMF), the
number of borrowers in Georgia per 1000 adults was 723 in year 2016. Such high level of
commercial banks’ lending automatically questions the efficient allocation of financial
resources and this might indicate on high risk that most of such borrowings are not growth-
oriented. Therefore, we expect that financial development should have negative impact on
economic growth of Georgia.

One more control term in our hypothesis formula is government expenditures. The
government spending plays an imperative role in establishment of sufficient atmosphere for
development of private sector. Yet, numerous empirical and theoretical papers suggest
negative interrelation between large government consumption and financial system
development in a country. Generally, it is established among economists that investments’
efficiency declines during excessive government expenditures, because investment
decisions are influenced by societal and political aspects [Webb et. al., 2002]. The
government consumption is especially important in case of Georgia, because government
played an active role in promoting GDP growth of the country. For instance, after “Rose
Revolution” in 2003 and change of the government of the country, one of the priorities of
new government was social and healthcare system. The government provided full or partial
funding for health insurance of big part of the population. Another example could be a
partnership fund, which was formed by Georgian officials in 2011. The fund’s main objective
is to provide finance to sound projects and execute exit option once the business becomes
sustainable. We measure government expenditure as a ratio of general government
expenditures to GDP. We expect negative link between government expenditures and
economic growth.

The last control variable is inflation. Inflation is widely utilized among economists as
an important determinant of economic growth. In general, it is agreed that inflation has
negative correlation to economic development as it may adversely affect those sections of
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the population whose earnings are not indexed to prices (usually poor and below average
population segment). Additionally, inflation may alter relative prices, lead to exchange rate
fluctuations and create general instability in a country [Prasanna and Gopakumar, 2011].
Nevertheless, various theoretical and empirical studies show that the inflation-economic
growth nexus may vary due to various reasons. For instance, in the short run, the linkage
between inflation and growth is usually positive, while on the long run, there is a negative
and significant correlation. Another interesting point relates to the country categories and a
threshold levels of inflation. Khan and Senhadji [2001] investigated the inflation-growth
correlation for developing and industrial countries separately. The authors found out that
the impact of inflation on economic development differs across these two country
segments. In particular, their results disclose the presence of a threshold beyond which
inflation adversely influences growth. Inflation rates, which are below the threshold levels of
inflation, have no or even positive consequence on economic development. On the other
hand, inflation levels beyond the threshold play negative role on inflation-growth
relationship. The authors proposed that the threshold boundary is lower for industrialized
economies compared to developing countries. The respective threshold levels appeared to
be 1-3 and 11-12 percent for industrial and developing economies. Numerous studies
concluded that on average the threshold is about 8-12%, beyond which the inflation has
significant and negative impact on growth, while below this threshold there is no negative
influence [Mubarik, 2005; Khan and Senhadji, 2001; Sarel, 1995]. In our regression model
we expect inflation variable to have a positive sign, because Georgia is still a developing
country and its inflation levels are usually below 10% during analyzed time-frame.

Table 4 presents the descriptive statistics for all the variables used in the
regression. Given tableshows the means, standard deviation, and minimum and maximum
values of each parameter.

Table 4: Descriptive Statistics: Economic development dataset of the Republic of Georgia,
annual data 1995-2016

Descriptive Statistics

Variable | Obs Mean Std. Dev. Min Max
Min

GDPG 22 5.585373 3.900385 | -3.650101 12.344
GDPPCC | 22 2389.714 1005.454 | 1010.251 | 4083.998
Export 22 30.52406 9.334406 | 13.32629 | 44.73796
GovCons | 22 15.16971 5.315925 | 7.698666 25.87842
Credit 22 21.91759 16.84243 3.30373 56.80942
CapFlow | 22 | 0.1561886 | .0734297 | .0547132 | 0.2930368
Deflator 22 14.66224 34.16555 ([ -2.136432 | 162.7251

Source: Own calculations via STATA

As indicated in Table 4, all the indicators display substantial variations. For
example, Private Credit, GDP growth, GDP per capita and Deflator measures demonstrate
broad variations between maximum and minimum values, as well as the range of standard
deviation measures. The negative values in GDP growth and Deflator variables took place
in year 2009, which are linked to recession period in Georgia due to global financial crisis
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and Russian-Georgian war in 2008. The lowest GDP per capita level was 1010.251 in
1995, when Georgia had very difficult socio-economic condition, recovering after collapse of
Soviet Union.

Non-stationarity and transformation of the time series data

In order to conduct a valid statistical inference, we must make key assumption in
time-series analysis. We have to assume that our time-series model is covariance-
stationary. A stationary process is a stochastic process whose joint probability distribution
does not change when shifted in time. Thus, properties such as the mean and variance, if
they are present, also do not change over time and do not follow any trends. Stationarity is
used as a tool in time series analysis, where the raw data is often transformed to become
stationary. Using non-stationary time series data in economic models produces
untrustworthy and spurious consequences and leads to poor understanding and
forecasting. In particular, B will be biased, and any hypothesis testing will be invalid.

We can check if our initial data is stationary by looking at a plot of the time series
(see Graphs 4-10). If the graph shows almost the same mean and variance through time
without significant seasonality, then we can assume that the time series is covariance-
stationary. As it is visible from the plots in Graphs 4-10, some of the variables are non-
stationary. The time series appear to grow (or decline) steadily through time and as a result
have a mean that is non-constant, which entail that they are non-stationary. We can
observe from the graphs that the time series of Government Consumption, Export, Credit,
Capital Flow and GDP per capita variables clearly show the mean increasing as the time
passes. All these variables demonstrate growth of mean values over time. Thus, these
variables are not covariance-stationary. Other variables in the model (GDP growth and
Deflator) seem to illustrate relatively stable mean values with periods of steady increase
and decline over different pieces of the time period.
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The solution to the problem of non-stationarity is to transform the time series data
so that it becomes stationary. One way used by analysts to transform the non-stationary
process into stationary process is to employ logarithm transformation method. Through this
technigue we create a new time series, where each value is expressed as a logarithm of its
own observation. This method is widely utilized by economists in their research papers, and
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as a rule, it should enable us to eliminate the non-stationarity data. This means that our
parameters became stationary after logarithm transformation has been applied.

Empirical results

The major findings of the paper are reported in tables 5-8, which illustrate the
results of both full and sub-sample sizes. To begin with, it is essential to observe from
Tables 5 and 7 that F-tests expose to be significant at 5% level, meaning that both models
are good fit for hypothesis of interest. In addition, R2 and adjusted R2 for both sample sizes
also demonstrate that the models are nicely fitted. Based on Durbin-Watson statistics there
is no statistical evidence that the error terms are negatively autocorrelated, however the
test is incounclusive in case of positive autocorrelation.

Table 5: Financial integration and Economic growth, model summary and F-test, period
covered 1995-2016

sum of R Adjusted | Durbin-
Model df | F Sig. R Watson
Squares Square
Square
Regression 229.2135| 6 | 5.77 [ 0.0049° | 0.7427 | 0.6140 | 1.578565
Residual 79.4131 | 12
Total 308.6266 | 18

Source: Own calculations via STATA

Table 6: Financial integration and Economic growth, dependent variable: logarithm of GDP,
period covered 1995-2016

Model Coef. Std. t P>t
Err. I
(Constant) 1695945 50.0990 | -3.39 | 0.005
LnGDPPCC 21.8994 | 7.4841 | 2.93 | 0.013
LnExport_01 12.4080 | 4.5029 | 2.76 | 0.017
LnGovCons_01 -0.9672 | 4.7286 | -0.20 | 0.841
LnCredit_01 -13.2542 | 3.8367 | -3.45 | 0.005
LnCapFlow_01 -1.4573 | 3.1856 | -0.46 | 0.656
LnDeflator_01 3.0545 0.8093 | 3.77 | 0.003

Source: Own calculations via STATA

Table 7: Financial integration and Economic growth, model summary and F-test, period

covered 1995-2014

Model

Sum of
Squares

R

Sig. Square

Adjusted
R
Square

Durbin-
Watson
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Regression 240.7973 | 6 8.17 | 0.0022" [ 0.8306 | 0.7289 | 2.085301

Residual 49.1137 10
Total 289.9110 | 16
Source: Own calculations via STATA

Table 8: Financial integration and Economic growth, dependent variable: logarithm of GDP,
period covered 1995-2014

Model coef. | S | ¢ |p>itl
Err.
(Constant) 1167.6156 43'7219 3.88 | 0.003
LnGDPPCC 225469 | 6.4881 | 3.48 | 0.006
LnExport_01 12.4418 |3.9422 | 3.16 | 0.010
LnGovCons_01 8.9396 | 5.2073 | -1.72 | 0.117
LnCredit_01 110.5314 | 3.4861 | -3.02 | 0.013
LnCapFlow_01 1.0011 |3.0479 | 0.33 | 0.749
LnDeflator 01 3.4838 |0.7185 | 4.85 | 0.001

Source: Own calculations via STATA

The signs of the estimated coefficients are consistent with theory, although, some
coefficients appear to be non-significant. Particularly, when the data incorporate periods
with significant currency fluctuations (i.e. full sample size, covering years 1995-2016), the
sign of the capital flow appears to be negative. Similar conclusions were derived by
previous studies that concentrated on relationship of financial integration and currency
crisis during 90s in Latin America, Asia and Russia [Stiglitz, 2000; Wang, 2006; Pinto and
Ulatov, 2010]. While, on the other hand, when the data incorporate only 1995-2014 periods
(i.e. excluding significant currency fluctuations during 2015-2016), the sign of the financial
integration variable happens to be positive, as supported by various previous studies on
openness theory [Lucas, 1990; Klein and Olivei, 2000; Levine, 2001; Bonfiglioli, 2008;
Mahajan and Verma, 2015]. Even though the outcome of this study does not confirm the
significance, it is important to note the main tendency — financial integration parameter is
negative during the period of currency fluctuations and positive during relatively stable
currency periods.

The results of other independent coefficients reveal that the level of GDP per capita
and Exports matter for economic growth and are significant at 5% level; additionally,
inflation appears to be also in a positive and significant (at 5%) relationship with GDP
growth of Georgia. On the other hand, private credit and government consumption are
adversely correlated to GDP growth, as projected by theory. Negative interrelation of GDP
growth and private credit is in line with previous findings by Zhao [2016], Halil Aric [2014]
and Djalilov and Piesse [2011]. Government expenditures are not significant, but they are
consistent with our theory and support prior researches in this area.

As it stands, statistical significance of integration-growth relationship is not
confirmed. Analyses show that financial integration has a negative influence on economic
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growth during the period of currency fluctuations and positive influence when such
fluctuations are absent. The marginal consequences of GDP per capita, exports and
inflation are empirically important indicators of GDP growth. In addition, it seems private
credit and government expenditures to be negatively related to the degree of economic
growth in Georgia.

Conclusions
The main results of the research, important issues and proposals for improvement
will be presented in the final part of the study. Taking into consideration the specifics of the
research topic, special attention will be paid to the results of financial integration and
financial (banking) sector parameters. Different aspects of consideration for achieving long-
term growth and economic development of Georgia will be outlined as well.
As the results of the survey show the history of Georgian economy has passed hard
periods. Positive and growing tendency of major macroeconomic indicators of Georgia give
us optimistic expectations on the country’s future. Clearly, the Georgian economy has
achieved some stability, but it does not mean that the country has no weak areas, which
should be considered in the future.
The Georgian economy reacts to the events developed in the region or the world
markets. Theclear example of this was devaluation of GEL in 2014-2016 towards the US
dollar on the background of currency crisis developed in the region. According to the above
mentioned fact and otherissues discussed in the paper, we think that Georgia's integration
level into the global financial system is quite high but still under development.
If we take into consideration the globalization processes taking place globally, the
further economic progress of Georgia to a certain extent depends on the right and optimal
strategic (long-term) plan that will be elaborated bythe governmentalauthorities on the one
hand, and on how the country manages to avoid adverse results, caused by external
factors and globalization (as a whole) on the other.
To summarize, we can distinguish themainpositive impact factors on
economy,associated to financial integration:
12.Decrease of cost of capital.International financial integration enables funds from wealthy
countriesto be transferedto the countries with relatively less resources, which in turn
affects the cost of capital and reduces it.

13.Increase access to capital. Business is a living organism and requires constant
change/development. For this purpose, additional resources and funds are needed,
which become available during the financial integration.

14.Sharing of the so-called "know-how" and international experience from developed
economies to developing ones.

15.Promotes the general investment climate and risis international investors (including
international donors) in the country.

16. Sophistication of monitoring and management. Financial liberalization simplifies and
makes the monitoring and supervision of companies more efficient.

17.Inflow of modern and advanced technologies. Together with financial globalization, the
volume of long-term foreign investments in the country is also increasing that is
associated with the introduction of respective high technologies.
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18. Distribution of national risks. The higher the integration level of the country into the
international financial system is, the more diversified the risks are.

19.Effective capital distribution. Financial integration facilitates the transparency of the
ongoing processes in the country and the effective distribution of capital among
population.

20. Support ofthe country's internal financial sector. Financial integration positively affectson
development of the financial industry.

21.Development of other sectors/industries. Financial globalization undoubtadlystimulates
coordination ofvarious fields within the country and raisestheir efficiency.

22.Increase in competition level. During financial integration, the efficiency of domestic
national firms also increases, as they developecompeting directly with foreign
companies.

As for the competition, financial integration does not intend one of the players of the
market to gain dominant position in the market. To avoidsuch adverse circumstances, there
should be permanent dialogue between market regulatory bodies and all players of the
market. The financial market also requires constant, almost real-time monitoring from
supervisory authorities. An important goal of financial integration is to provide equal and fair
space for each participant of financial market, regardless of their influence or volume of
their financial resources.

Along with advanatages, international financial integration also has disadvantages.
Though, these negative factors depend on different aspects (including characteristics of the
specific country), we will try to develop key negative features:

g) Independence of the country in making decisions. In the course of financial
globalization, the country may occasionally face such conditions when it is forced to
make decisions based on the processes occurring in the region/world.

b) Global financial crises.Periodic international crises dispute about feasibility of financial
liberalization, since global crises hinder the economies of various countries rather quickly
and significantly, improvement and rehabilitation of which then requires much more time.
The most evident example of this was the world financial crisis in year 2008.

c) Possible regional currency fluctuations. During financial integration the possibility that
currency crisis developed in one country may move to the neighbouring countries or
become of regional nature is rather high. This conclusion is confirmed by the results of
our regression model. Such examples have occurred many times in the world history (eg.
the Asian currency crisis in the 90s). The similar fact was reported in case of the
Georgian GEL when devaluation of the Russian Ruble in 2015-2016 towards dollar, was
followed by the dropin the exchange rate of all currencies in the region.

d) Increasing speculation with short-term capital. Together with financial integration, the
inflow of speculative, short-term funds may increase in the country. Economists agree
that movement of short-term capital flow has negative impact on long-term economic
progress. Consequently, such funds should be minimized to avoid a sudden outflow of
money that will result in micro shocks in the economy. One of the most effective methods
of short-term capital regulation and prevention is the establishment of appropriate
payment barriers. Payment barriers may be set in case of short-term capital inflows, as
well as in case of their outflows, to make capital flows more stable. Herewith, it should be
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noted that payment barriers set on short-term capital will not hinder inflow of long-term
foreign direct investments into the country.

e) Meeting the minimum necessary conditions. Pursuant to many researches, for the
financial integration to be profitablefor the country's economy, this country shall
meetcertain prerequisites. These prerequisites include stable macroeconomic policy,
healthy fiscal policy, optimal bank regulations, developed institutional level and
protection of property rights. Economists mainly support the following sequence of
financial integration: promotion offoreign direct investment, liberalization of domestic
capital markets and acceptance of free capital outflow only after the country has an
effective and developed domestic capital market and regulatory systems. Herewith, the
developing market economy should have reliable currencyboth for the domestic and
international investors’ viewpoint, in order to obtainfrom financial integration such
advantagesas increased liquidity, investment activity, and accelerated economic growth.
If the country has unlimited access to foreign capital markets but lacks reliable currency,
it may become vulnerable towards the speculative movement of funds that can lead to
serious economic and social expenditures.

f) Risk of improper distribution of capital. The capital inflow may be
innefectivelydistributed, since the inflow of capital in terms of financial integration
(except the foreign direct investmentsthat are directed to certain project by a specific
company)is mainly governed by the financial institutions. This means that
financial/banking institutions are likely to have some impact on the direction and
management of capital flows.

As for the bank lending ratefor private sectorin our regression model, we have
received negative attitude between financial integration and GDP growth. The obtained
result is statistically 95% confirmed, which means that the large number of credits issued by
the bank sector negatively affects the country's long-term economic progress. At first sight,
this can be an absolute paradox, as the liberalization of bank lending and access to
additional funds should positively affectthe economy. However, along with the growth of the
economy, it is important to understand the causes of growth,breakdown
variousbranches/industries and analyze how healthy the economic growth is. One of the
most important components of our country's GDP growth is the annual growth of banking
sector (often over 20%). And here is the question: how reasonable issuch highly growing
banking sector and increased lending to the population? According to the researches
conducted by the IMF, as per 2016data, more than 70% of the Georgian population has
debt obligations towards financial institutions, which is,of course, an alarming indicator. The
majority of the population has alarge debt burden, which can not be good for economics in
the long run. The second important issue of concern is how financing institutions
reasonably manage credits and effectively redistribute financial resources, which is the
main task for financial sector. Individuals get credits from banking sector on a large scale.
While the number of business and profit-oriented loans are relatively small. For example,
during 2013-2016, the total number of loans issued to individuals in foreign currency
increased by 80% (approximately $890 million USD). Herewith, the number of denominated
in foreing currency loans issued to local businesses was 5.5 times less (increased only by
$163 million USD) compared to loans issued to individuals®. The mentioned circumstances

Shttps://bpn.ge/finansebi/34590-gsaqarthvelos-bankebi-momgebianobith-msoflios-atheulshiaq.html?lang=ka-GE
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indicate that majourpart of credits (finances) is not aimed at creating a new product,
economic wealth. In our opinion, governmental authorities should pay particular attention to
banking sector, lending rules, minimum and maximum interest rates, relevant legislative
bases and regulations. Apart from the banking sector, separate analysis should be made
onthe activities of other financial institutions (microfinanceorganisations, online loans, etc.).

It should also be noted that in recent years an activation of domestic capital market is
actively discussed, which will undoubtedly improve the financial sector of Georgia and
contribute to the country's economic growth. The presence of a flexible capital market and
transition to an active phase is a source of additional funds for business, since nowadays
business in Georgia is mostly funded with bank loans, which is not the most efficient way to
attract financial resources. The developed capital market will enable businesses to actively
issue their bonds or place their shares on stock exchanges and attract additional funds.
Various experts suggest that the development of the capital market in Georgia is hindered
artificially by various stakeholders, including large players of banking sector. It should also
be noted that the development of capital market will further deepen the level of Georgia's
financial integration in the world financial system and have positive impact on the economy.
In our opinion, the Georgian Government should focus on the rapid and efficient
development of the capital market, as in spite of the predicted progress, practical steps
have not been taken in this direction over the last 5-10 years.

Given the fact that the capital market in Georgia is still underdeveloped, the
economic progress of the country largely depends on external sources of independent
financing, especially on the volume of foreign investments. For the country to achieve
economic progress for the long term period, it is necessary to provide the country with long-
term foreign investments. If we look through Georgia's balance of payment, we will see that
more than 50% of the financial account (average) is made up of foreign direct investments.
The inflow of foreign direct investments is relatedto various positive factors and is less
associated with currency or financial crises. This is the reasonthat according to the analysis
of our research on 1995-2014 period, Georgia's financial integration and economic growth
are positivelyinterconnected to each other. This could be explained by the fact that
Georgia's financial integration rate largely consists of the volume of foreign direct
investments, while the latter impacts the economy through various indirect methods (eg.
technologies, knowledge-sharing experience, etc.).

One of the biggest challenges for our country's economy is the existence of negative
trade balance, which the state authorities should pay a particular attention for improvement.
Negative balance can be adjusted through the reduction of import and increase of export.
Georgia does not belong to those states distinguished by large scale production and large
guantity of export. There may be many factors triggering the above processes, but in our
opinion, one of the most important factors can be the paucity of population (about 3.7
million people). According to the Economies of Scale concept existing in economics,
business will be more interested in local production if the products produced are sold in the
mass market. This issue once again underlines the importance of export to Georgia
because due to the effect of the economies of scale, the production costs on one product
will be reduced when placing products inexport markets, the sales and the net profit will be
increased, which will eventually contribute to the development of local production. We
believe that because of the paucity of Georgian population, the state should encourage
local production by other means, such as by creating more attractive tax/taxation
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environment. In the end, these circumstances will lead to the elimination of negative net
exports and negative trade balance.

The country's economy is a very fregile and sensitive phenomenon that requires a
complex approach forsmooth functioning. Therefore, we think that close relations and
harmonization with other important branches of economy should be ensured, which means
that much of the amount of money obtaind due to financial integration should be spent on
leading branches with great potential (tourism, logistics, agriculture, etc.). Though, this does
not mean that attention should not be paid on less popular sectors. One of the main
objectives of financial integration is to finance economically profitable and viable projects,
develop local production, increase efficiency indicators and achieve the existance of such
legislative base in national financial sector that is compatible with international
standarts,which will further ensure country's financial integration and economic stability.

In conclusion, we can say that the level of financial integration of Georgia into the
global financial system is rather high, but still under development. One of the main
explanatory factors may be the fact that the country is relatively new, and basic
development of this sector has begun since the "Rose Revolution” (2003). Before the
revolution, the financial sector was very small and unpopular among the Georgian
population, regional investors and international institutions.

The outcomes of these researches show that further deepening of financial
integration will contribute to the economic growth in Georgia. However, currency
fluctuations in 2015-2016 showed that financial integration may have negative impact.
Therefore, in order to only take advantage of and avoid negative consequences of financial
liberalization, it is vital for relevant governmental and non-governmental organizations to
introduce and develop reasonable policies in different directions and support institutional
development in our country.

The results obtained in the dissertation paper are reflected in the following scientific articles:

1. Beka Phutkaradze, “Impact of Financial Integration on the Changes of Main
Macroeconomic Indicators of Georgia", Tbilisi, Journal ,Economics®, Ne12017, p. 67-85.

2. Beka Phutkaradze, ,Financial Integration: Opinions and Evidences®, Tbilisi, Journal
~,Economics®, Ne12017, p. 107-122.

28



3. Beka Phutkaradze, ,Financial Globalization and Currency Crisis: Interconnection and
Analysis of Results®, Tbilisi, Journal ,Economics®, Ne2 2017, p.141-151.

4. Beka Phutkaradze, “Financial globalization and economic development” Vienna,
European Journal of Economics and Management Sciences, Ne1, ISSN 2310-5690, p.26-
34

5. Beka Phutkaradze, Financial Integration and Economic Growth: Empirical Evidence from
the Republic of Georgia”, Italy, European Journal of Sustainable Development, 2019

29



