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THE STRATEGY
FOR THE
COMPREHENSIVE
MODERNIZATION
OF UZBEKISTAN:
NEW GOALS AND
OBJECTIVES’

Vladimir Norov

Director of the Institute for Strategic and Regional Studies
under the President of the Republic of Uzbekistan

Abstract. The author of this article analyzes the results of reform in the economic, legal and
social areas in Uzbekistan during the period of its independence. The steps taken by the government
of the country have laid the foundation for the sustainable development of the foreign and domestic
policy of the Republic of Uzbekistan.

Keywords: Modernization, Development Strategy, Reforms, Liberalization, Uzbekistan

O3BEKCTAH/BI /KAH-)KAKTbI /KAHAPTY CTPATEI'USACHI:
KAHA MAKCATTAP MEH MIHAETTEP

Baagumup Hopos

Anaarna. Ocsl MakajJaHbIH aBTOPBI TOYENCI3MIK Ke3eHiHJe ©30eKcTaHIarbl SKOHOMHUKAIIBIK,
KYKBIKTBIK JKOHE 9JIEYMETTIK cayajiapAarbl peopmanapaslH HOTIWKEIEPiH Tanganael. En Ykimeri
KaObU1araH Kagamaap ©30exctan PecryOnMKachIHBIH CBIPTKBI KOHE 111K CasiCaThIHbIH TYPAKThI
JlaMybIHA HET13 OOJIIbI.

Tyitin co30ep: scayzvipmy, oamy cmpamezusicol, pegpopmanap, iubepanuzayus, Ozoexcman

" The article was first published in the proceedings of the International Conference "National Modernization Strategies:
Achievements and Perspectives" - KazISS under the President of RK, 2018, pp. 58-68
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CTPATET'WSI BCECTOPOHHEM MOJIEPHU3AILINU Y3EEKACTAHA:

HOBBIE LHEJIN U 3ATAYN

Baapumup Hopos

AHHOTaIUs1. ABTOp JaHHOM CTaThbH aHATU3UPYET Pe3yNIbTaThl peopM B SIKOHOMHUECKOM, Tpa-
BOBOI U conuanbHOil chepax B Y30ekucrane B epuoja He3aBUCUMOCTH. [Ipennpunsareie npaBu-
TEJIHCTBOM CTPAHBI IIaTU 3aJI0KWJIA OCHOBY JJI1 YCTOMYMBOTO Pa3BUTHUS BHEIIHEH U BHYTPEHHEH

nonauTuku Pecny6nuku Y30ekucras.
Kntoueevie cnosa: mooepnusayus,
V36exucman

cmpameaus pazeumusi, pegopmul, nuUbepanuzayusl,

From the first years of its independence, Uz-
bekistan has set itself a long-term goal: to join
the family of modern, developed democratic
states; and to form a socially-oriented market
economy which is aimed at creating decent liv-
ing conditions for the citizens of the country.

According to the World Bank, our country
ranks high in terms of socio-economic develop-
ment throughout the post-Soviet era. Uzbeki-
stan’s growth in GDP over the past decade has
averaged more than 6%.

By the beginning of 2018, the national econ-
omy was attracting more than $190 billion in
the form of investments, more than $65 billion
of which were foreign investments. As a result,
industries such as car manufacturing, oil and
gas, chemical, textiles and food have been cre-
ated and are developing in the country. The pro-
duction of modern consumer electronics, build-
ing materials, pharmaceuticals and other types
of high-value-added product lines has been
launched. In this context, it should be noted
that, since the early 1990s, industry’s share of
GDP has increased from 14% to 33%.

Currently, in the automotive industry alone,
with active cooperation with large companies in
the USA, Russia, Germany, Japan and France,
Uzbekistan produces 27 different models of
cars, trucks and buses.

Special attention is being paid to the promo-
tion of small business and private entrepreneur-
ship. Thus, their share in the GDP structure of
the country since 2000 has increased from 31%
to 56%; and in terms of industrial production
from 12% to 31%.

As of June 1 this year, the country's gross

foreign exchange reserves amounted to $28.1
billion, and foreign debt today does not exceed
18% of GDP.

Given the above factors, Moodies, Standard
& Poor's and Fitch Ratings have all rated the
country's banking system as “stable” over the
past few years.

At the same time, Uzbekistan has the stra-
tegic goal of joining the number of upper-mid-
dle-income countries by 2030. According to the
forecasts of the world's leading financial institu-
tions, Uzbekistan has all of the necessary means
to achieve this goal.

At the same time, a comprehensive analysis
of the country's stage of development has shown
the presence of pressing problems in the areas
of government, economics, health care, educa-
tion, utilities, and ecology, all of which hamper
the further sustainable and advanced develop-
ment of the country.

In this regard, in February 2017, on the ini-
tiative of the President of the Republic of Uz-
bekistan, Sh. Mirziyoyev, the Action Strategy
for the five priority areas of development of the
Republic of Uzbekistan for 2017-2021 was ad-
opted. It aims to modernize all areas of the life
of the country. According to the head of Uzbeki-
stan, “The present rapidly changing time, when
competition is intensifying on the world stage,
requires all of us to think differently, to enhance
efficiency.”

In this regard, I would like to point out sev-
eral specific aspects of this document.

First, the adoption of the Strategy has be-
come a recognition of the existence of serious
problems in modern Uzbek society.
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Second, this was the first time such a com-
prehensive program had been adopted through
broad public discussion with the active use of
the media and the internet. Thanks to this, peo-
ple got a real chance to participate in the process
of making important decisions.

Third, the Strategy is not just a declaration:
it is a concrete plan of practical actions regard-
ing the internal and external development of the
country. In particular, the first stage of reforms,
launched in 2017, was reflected in the state pro-
gram as “The Year of Dialogue with the People
and Human Interests”. In the current year, the
next stage has begun in the shape of the pro-
gram entitled “The Year of Support to Active
Entrepreneurship, Innovative Ideas and Tech-
nologies”.

The following priorities have been identi-
fied within the Strategy: 1) Improving state and
public construction; 2) Ensuring the rule of law
and further reform of the judicial system; 3) De-
velopment and liberalization of the economy; 4)
Development of the social sphere; 5) Ensuring
security, inter-ethnic harmony and religious tol-
erance; and implementing a balanced, mutually
beneficial and constructive foreign policy.

In the context of the agenda of today's con-
ference, let me enlarge upon some of the prior-
ity areas of the Development Strategy of Uz-
bekistan:

First, as part of improving the system of state
and public construction:

- the role of Parliament in the system of state
authority was increased; and its powers to exer-
cise parliamentary control over the implementa-
tion of important tasks in the country's foreign
and domestic policy were further expanded;

- the Concept of Administrative Reform
in the Republic of Uzbekistan was approved,
which identified six main areas of radical re-
form of the public administration system.

Measures in this area include the introduc-
tion of clear criteria and procedures for the cre-
ation and abolition of executive bodies, the op-
timization of executive bodies with the rational
use of human and material resources; increasing
the independence of the executive bodies; and
improving the mechanisms by which they in-
teract with the Cabinet of Ministers, etc.

- the e-Government system has been im-
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proved and the quality of public services has
been improved. The launch of the automated
system of state registration of business enti-
ties from April 1, 2017, which allows reducing
registration procedures to a timescale of thirty
minutes, contributed to improving the position
of Uzbekistan in terms of “Starting a Business”
in the global Doing Business 2018 ranking from
24 to 11 places.

To move the national system of rendering
state services to a qualitatively new level, the
Agency of State Services was created with ter-
ritorial subdivisions, providing state services
in one place to both individuals and legal enti-
ties on the principle of a “single window”. The
number of types of electronic public services
has increased to 40.

- the system of public administration has
been improved; effective mechanisms of dia-
logue with the people have been introduced; the
role and effectiveness of the activities of the in-
stitute of self-government of citizens - makhalla
- have been increased.

It should be noted that the principle of “it is
not for the people to serve the state authorities,
but the state authorities should serve the peo-
ple” is defined as one of the key directions in
the implementation of the Action Strategy. The
President of Uzbekistan, Sh. Mirziyoyev, in his
speech to Parliament in December 2017, em-
phasized that, from now on, every civil servant
must prove on a daily basis that he/she deserves
the position he/she holds.

On the initiative of the head of Uzbekistan,
Sh. Mirziyoyeyv, the Virtual and People's Recep-
tions of the President of the Republic of Uz-
bekistan were created. From September 2016 to
today, the Virtual Reception has received more
than 1.6 million appeals. At the same time, 95%
of the appeals were considered and positively
resolved; and the remaining 5% are at the pro-
cessing stage in the relevant ministries and de-
partments.

As an advanced mechanism of democracy,
the electronic platform ‘Mening Fikrim’ (my
opinion) was created, which for the first time
provided the Uzbeks with a means of sending
their collective appeals to the Parliament and
Kengashes (Councils) of people's deputies in
the form of online petitions.



Second, there has been further reform of the
judicial system. An important reform in this
area was the implementation of comprehensive
measures to ensure the genuine independence
of the courts through the formation of a demo-
cratic and transparent mechanism for the selec-
tion of judicial personnel. The creation of local
administrative and economic courts has contrib-
uted to improving access to justice.

In criminal cases, it is strictly forbidden to
use any data obtained by illegal means, espe-
cially audio and video materials, as material
evidence. This has now been reflected in the
Criminal Code of the Republic of Uzbekistan.

For the first time in the country's history, the
President of the Republic of Uzbekistan ad-
opted the Act of Oblivion in relation to 2,700
convicts, including releasing 956 persons who
have committed crimes due to various circum-
stances, sincerely repented of their deed and
have shown themselves to be firmly set on the
path of correction.

The result of an even greater liberalization
of the judicial-legal system of Uzbekistan was
the exclusion of 18 thousand people from the
“blacklists” of the law enforcement agencies.
These were individuals who were previously
considered adherents to radical ideas.

As aresult of the reforms carried out in 2017,
acquittal sentences were issued against 215 per-
sons. In just five months of this year, more than
200 acquittals were made, while in the whole of
2016, only 7 cases were handed down.

It should be noted that today the internation-
al community highly appreciates the efforts and
achievements of Uzbekistan in the field of hu-
man rights, as evidenced by the visits to Tash-
kent of the UN High Commissioner for Human
Rights Zeid Ra'ad Al Hussein; the UN Special
Rapporteur on freedom of religion and belief
Ahmed Shaheed and a delegation from the in-
ternational human-rights organizations Human
Rights Watch and Amnesty International.

Third, there has been development and lib-
eralization of the economy. From September 5,
2017, free conversion of the national currency
has been introduced. The rates of customs du-
ties have been halved. Moreover, import duties
for 3500 items and excise taxes for 1100 prod-
ucts were zero-rated.
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As a result of the liberalization of the econ-
omy and the creation of favorable conditions
for foreign investors, Uzbekistan signed more
than 200 international treaties in 2017, as well
as contracts and agreements worth about $60
billion.

In addition, by the end of 2017, the trade
turnover of Uzbekistan with the countries of
Central Asia had grown by an average of 20%;
and with individual states by almost 70%. In
particular, the trade turnover between Uzbeki-
stan and Kazakhstan reached $3 billion. At the
same time, this indicator is expected to grow to
$5 billion in the near future.

Along with this, the following favorable
conditions have been created for the develop-
ment of entrepreneurship in the country:

- unscheduled inspections have been can-
celed; and the use of deprivation of rights to
engage in entrepreneurial activities as a punish-
ment has also been prohibited;

- the activity of the Chamber of Commerce
and Industry under the President of the Re-
public of Uzbekistan has been completely re-
formed; and an institution has been established
to protect the rights and legitimate interests of
business entities (a Business Ombudsman);

- the practice of transferring state-owned
property to businesses at “zero” value has been
expanded.

The development of the draft Concept of
Tax Reform in Uzbekistan for 2018-2020 was
a landmark event in the economic life of the
country. A general discussion has now begun in
relation to this.

At the same time, a lot is being done to de-
velop the digital economy in the country and
introduce “innovative” technologies. The Presi-
dent of Uzbekistan has approved a program of
measures to implement the “Safe City” project,
which until 2023 will cover the whole of Uz-
bekistan. The Republic also plans to implement
the “Smart City” program. The first “smart city”
in the country will be the new city of Nuraf-
shon - the administrative center of the Tashkent
region.

To this end, the Ministry of Innovation De-
velopment was created, which embarked on a
unified state policy in the field of innovation
and scientific and technological development.
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With the aim of further development of the
tourism potential of Uzbekistan, from Febru-
ary 10, 2018, a visa-free regime has been in-
troduced for a period of 30 days for the citizens
of seven states: Israel, Indonesia, South Korea,
Malaysia, Singapore, Turkey and Japan.

In addition, the procedure for obtaining tour-
ist visas was simplified for citizens of 39 coun-
tries, including the United States, China, India,
Australia and others.

From May 1, 2018, Uzbekistan began issu-
ing a three-day entry visa for an introductory
tourist tour for transit passengers.

Fourth, there is the development of the so-
cial sphere. Based on the principle of “all for the
good of the people”, several priority directions
were identified for improving the quality of life
of the population in the social sphere. To this
end, the implementation of the program “An
Improved Village” has begun, within the frame-
work of which a list of 368 villages has been de-
veloped and approved, which will be improved
in the current year.

In cities and regions, special attention is paid
to housing construction and the expansion of
appropriate infrastructure networks for vulner-
able groups within the population. Within the
framework of the program, 1100 multi-storey
buildings are being built. The total number of
apartments will be 50200. It is also planned to
build 75000 social houses in rural areas.

From April 1 of this year, in order to support
people with disabilities, it has been made man-
datory for businesses to reserve up to 10% of
their jobs for people with disabilities and single
persons. The government of Uzbekistan has ap-
proved a procedure by which a 2% admissions
quota will apply in the case of people with dis-
abilities who enter higher-education institutions
from the start of the 2018/2019 academic year .

From August 1, 2018, a single social-pay-
ment rate of 4.7 percent has been applied to the
pay of all disabled employees of public organ-
isations which have 50% of staft with disabili-
ties. The unified social payment is distributed
through the established procedure.

In the health sector, work is underway to
further improve the system of medical care and
improve the quality of medical services. About
800 family polyclinics have been created, as
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well as more than 400 medical centres based on
rural medical centres. Ambulance services took
delivery of 1,260 special vehicles. It is planned
to create and open two thousand social pharma-
cies that will provide the population with high-
quality medicines at affordable prices.

In the field of education, radical changes have
also been made. On the initiative of the Head of
Uzbekistan, the Ministry of Preschool Educa-
tion was established, the main tasks of which
are to gradually ensure full pre-school educa-
tion provision for children through the creation
of a network of state and non-state pre-school
institutions competing with each other, as well
as to introduce alternative forms of pre-school
education and childcare.

To improve the quality of higher education,
Uzbekistan also actively cooperates with for-
eign countries. Today in the country, branches
of leading foreign universities are open and ac-
tively conduct their educational activities. These
include Westminster International University;
M.V. Lomonosov Moscow State University;
Turin Polytechnic University; Inha University;
Singapore Management Development Institute;
and several others. In these institutions, training
is conducted through innovative and modern
technologies.

In addition, it is planned soon to open branch-
es of Webster University (USA), the Moscow
Institute of Steel and Alloys, and the technical
university of South Korea - Yeoju Institute of
Technology.

The meeting of the President of the country
with young people on June 30, 2017, marked the
beginning of a new era in the country in terms
of enhancing the effectiveness of youth policy.
The most important aspect of this activity was
the formation of a public movement - the Union
of Youth of Uzbekistan. As part of the activities
of the Union, a program is being implemented
to work with compatriots abroad.

The reforms initiated in Uzbekistan have a
positive effect not only on the development of the
country, but also on the entire region of Central
Asia. In the Development Strategy, the countries
of Central Asia are identified as the main priority
of Uzbekistan’s foreign policy. For us, the cre-
ation of a belt of security, stability and sustain-
able development around Uzbekistan is vital.
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CHINA'S EXPERIENCE
IN SOLVING THE
PROBLEMS OF THE
WELL-BEING OF THE
POPULATION’

Ding Xiaoxing

Director of the Institute of Central Asia of the China Institutes
of Contemporary International Relations (CICIR, Beijing)

Abstract. The article highlights the problem of overpopulation of the country and ways to solve
the problems, the consequences of which affect the well-being of people and the social development
of the country. The measures taken in China to provide the vulnerable population with education,
medical insurance and affordable housing ensure the stable economic development of the state.

Keywords: Social Policy, Living Standards, China, Well-being

XAJBIKTBIH 9JI-AYKATBI MOCEJIEJIEPTH INEIIYAET'T KbITAA TOXKIPUBECI
Jun Csiocun

Anjaarna. Makanaaa XajiblK TBHIFBI3IBIFBI MOCEIEC] JKOHE Calljapbl XaJbIKTHIH oJ-ayKaThlHa
XKOHE MEMJIEKETTIH OJIEyMETTIK JaMyblHAa 9cCep €TETIH MceleliepAlH IIely >KOJJapbl
KapacThIpblIaAbl. XaJbIKTBIH OcCall TONTapblH OuTIM Oepy, MEAMIMHAJBIK CAKTaHABIPY >KOHE
KOJDKETIM/II TYPFBIH YHMEH KaMTaMachl3 €Ty OOWBIHIIA KaObUIJIaHFaH IIapajap MEMJIEKETTIH
TYPAaKThl 9dKOHOMHUKAIIBIK TaMybIH KAMTaMachI3 €Te/Il.

Tyiiin ce30ep: aneymemmik casicam, mypmvic Oeneetii, Keimaii, an-ayxam

OIIbIT KUTAA B PEHIEHUUA ITPOBJIEM BJIAI'OCOCTOAHUA HACEJIEHUA

JAun Csiocun
AHHoTanusi. B crarbe ocpsmaercs mnpoOnema IMepeHaceNeHUs] CTpaHbl U MYTH pElIeHUs

" The article was first published in the proceedings of the International Conference "National Modernization Strategies:
Achievements and Perspectives" - KazISS under the President of RK, 2018, pp. 82-86
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npobieM, MOCNEACTBUS KOTOPBIX OTPa)KaloTCs Ha OMaroCOCTOSHUM Hapo/a W Ha COLUAIHLHOM
pa3Butuu crpanbl. [Ipunsareie B Kutae Mepsl mo 00eCHeueHUIO YSI3BHUMBIX CIIOEB HACEJICHHS
o0pa3oBaHHEM, MEAUIIMHCKIM CTPAXOBaHUEM U JOCTYIMHBIM KUJIbEM 00€CIeUNBAIOT CTA0MIBHOE

9KOHOMHYECCKOC PA3BUTHUEC IrOCyaapCTBa.

Knrwuesnwie cnosa: coyuanvHasd noaumuka, YpoeerHb JICUSHU, Kumad, bnazococmostue

China is the most densely populated country
in the world, with a population of about 1.4
billion. It is therefore necessary to provide 1.4
billion people with food, housing, education,
medical care and employment. Such a task is
a vast and complex project. It can be said that
the problem of livelihood in China is one of the
most challenging problems in the world.

At present, China is firmly committed to the
principles of achieving actions for the “two-
hundredth anniversary™:

- firstly, by 2021, when the Chinese
Communist Party will celebrate its centenary, to
fully build a society of consistent prosperity in
the country;

- secondly, by 2049, when the People’s
Republic of China will celebrate its centenary, to
build a strong, modernized socialist state. These
actions are an important part of the Chinese
dream, and improving the well-being of the
population is one of its most important aspects.

This year, China marks the 40th anniversary
of the reform and policy of openness. Over
the past 40 years, with the development of the
Chinese economy, people's lives have undergone
tremendous changes, and enormous changes
have been made in Chinese society. China has
become the world's second largest economy,
the largest industrial country, the largest trading
nation in the world and the country with the
largest currency reserves. In 1978, China’s total
GDP was only $214.2 billion, accounting for
2.2% of the world economy, less than one tenth
of the United States and one fifth of Japan.

In 2000, China’s total GDP reached $1,214.9
billion and its global ranking rose to sixth
position. In 2007, China outperformed Germany
in terms of total GDP and ranked third in the
world. In 2010 it ranked 2nd, ahead of Japan. In
2017, China’s total GDP reached $12,2 trillion,
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which is about 15% of the world economy.
Over the past 40 years, China’s GDP has grown
by an average of 9.5% per year at comparable
prices. In dollar terms, China’s foreign trade
grew by an average of 14.5% per year. The
standard of living of the Chinese people is
constantly growing, with people coming out
of poverty and living more prosperously. The
Chinese middle class now number around 200-
300 million. Many people have moved from
poverty to a prosperous society. More than 700
million poor people, according to current UN
standards, successfully escaped poverty; and
this number accounts for more than 70% of the
total population living in poverty in the world.

China has achieved great success in solving
the problem of population well-being in the
following areas:

First, the number of poor people has
significantly decreased. In 2012-2017, more
than 60 million poor people in China came
out of poverty. The report of the 19th National
Congress of the Communist Party of China set
the task of addressing the problem of poverty
in remote areas so that poor peasants come
out of poverty in accordance with the current
standards of China for 2020. This means that
every year more than 10 million people must
escape poverty. This task is very difficult and
challenging. At present, China is carrying
out a comprehensive battle against poverty.
Many experts visit villages, and the houses
of poor families, investigating their needs
and developing practical programs to combat
poverty on their behalf.

Second, there is the rapid development
of education. In recent years, the Chinese
government has invested heavily in the
development of education. In 2000, the share
of the state budget for education in China was
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less than 3% of GDP, and in 2017 it grew to
about 4.5%. A compulsory nine-year education
system was made law in China, which led to
a sharp decrease in illiteracy. China has 2880
universities, and the level of university enrolment
has risen to 42%. This means that almost half
of high school graduates have the opportunity
to continue their studies at a university. Each
year, about eight million university graduates
take up jobs and make a contribution to society.
For this purpose, the Chinese government must
create more than 13 million jobs annually to
satisfy employment. The unemployment rate is
about 5%, which is not easy for a country with a
population of 1.4 billion people.

Third, there is the continuous improvement of
the social-security system. In the field of social
welfare in China, universal health insurance is
currently provided. In the past, farmers had to
pay for their medical expenses; and now there is
a universal health-insurance system. Currently,
basic health insurance covers more than 1.3
billion people and provides universal health
insurance. Rural cooperative health insurance
has its own features. At the same time, the basic
medical insurance against serious diseases
covers all insured urban and rural residents.
This has led to an increase in the level of service
and an increase in the provision of medical
services. In addition, the level of reimbursement
of the basic insurance policy coupled with the
insurance against serious diseases exceeds 80%.

Fourth, there is the continuous improvement
of living conditions. Over the past 40 years,
this area has undergone tremendous changes.
Although some cities still have high housing
prices, housing per capita has reached 30 square
meters. In 2017, housing per capita reached 40
square meters.

The experience of China can be formulated
with a phrase in which the idea of development is
summed up: “Man is the highest consideration”.
The people are the creators of history and the
decisive force that determines the future and the
fate of the party and the country. It is necessary
to adhere to the dominant position of the broad
masses of the people and follow the idea of
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“creating a party for the benefit of society,
being in power for the sake of the people”, to
practise the main goal of serving the people
wholeheartedly. This means accepting the
desire of people for a better life as the goal of
the struggle; putting the interests of the people
first; and relying on the strength of the people to
accomplish great feats.

Economic construction is the central link
in development

As the country with the largest population
in the world, ensuring domestic economic
growth and raising the living standards of the
people is always a priority for the Chinese
government. For many years, China viewed
economic construction as a central link; sought
to solve social problems through economic
development; supported social stability; and
ensured the development of a prosperous society
through economic construction. It is important
to use comprehensive tools to solve problems
relating to the well-being of the people. In turn,
this requires overall planning and balanced
development: it is necessary to focus on reducing
regional differences and the differences between
urban and rural areas. Thanks to the coordinated
development of the economy, society, culture
and the environment, the masses not only live
richly, but their social and cultural life is also
full. In addition, it is necessary to pay attention
to and protect the environment. Chairman Xi
Jinping has repeatedly proposed the concept of
environmental protection.

In general, it is important to create an
equitable social-security system through reform.
The old social-security system no longer exists.
In the past, employees depended on enterprises,
and the peasants did not have social protection.
In a market economy, such a system no longer
exists, and the new system is gradually being
formed and strengthened; but it also faces many
challenges, such as the widening gap between
rich and poor; inequitable distribution; and high
housing prices. The government has introduced
a series of measures to address this imbalance
issue.
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A COMPARATIVE
ANALYSIS OF

THE EXPERIENCE
OF SOCIAL AND
ECONOMIC
MODERNIZATION IN
RUSSIA AND POST-
SOVIET COUNTRIES’

Andrey Kazantsev

Director of the Center for Central Asia and Afghanistan
Studies of Moscow State Institute of International Relations
(University) under the Ministry of Foreign Affairs of
Russia, Doctor of Political Sciences

Abstract. The author conducted a comparative analysis between the post-Soviet countries in
the social and economic spheres. There were highlighted various factors that influence social and
economic development: the transit from a planned economy to a market economy; globalization;
and resource efficiency.

Keywords: Post-Soviet countries, Globalization, Market Economy, State Economy, Social Policy.

PECEH MEH INIOCTKEHECTIK EJITEPIEI'T 9JIEYMETTIK-DKOHOMMKAJIBIK,
MOIJEPHU3ALUA TIOKIPUBECIHIH CAJIBICTBIPMAJIBI TAJIIAYbI

Amnpgpeii Kazanuesn

Anaarna. ABTOp IOCTKEHECTIK eJJIep/IeT] QJICyMETTIK-9KOHOMUKAJIBIK callajapblHa CATBICTHIP-

* The article was first published in the proceedings of the International Conference "National Modernization Strategies:
Achievements and Perspectives" - KazISS under the President of RK, 2018, pp. 87-91
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MaJibl Tajaay XKYprizal. OJeyMeTTIK-ODKOHOMUKAIIBIK JaMyFa dcep €TEeTiH opTypii ¢akTopiapra
Ha3ap ayJaapbUIaJIbl: JKOCTApiaHFaH YKOHOMHUKAJIAaH HAaPBIKTHIK YKOHOMHUKaFa Kemry, )kahaHmaHy

YKOHE PEeCypC THIMILIITI.

Tyiiin ce30ep: nocmxenecmik enoep, dcahanoauy, HaApLIKMbIK IKOHOMUKA, MeMaeKemmiK

IKOHOMUKA, aﬂeyMemmiK casacam

CPABHUTEJBHBIN AHAJIN3 ONBITA COIUAJIBHOM 1 SJKOHOMHUYECKOM
MOJAEPHU3AIIMU B POCCHUH U ITOCTCOBETCKHUX CTPAHAX

Amnppeii Kazanues

AHHOTaIUsI. ABTOPOM ITPOBE/ICH CPAaBHUTEIBHBIN aHATN3 MEKIY TOCTCOBETCKHMMHU CTPaHAMH
B COIMAIEHOW M SKOHOMHYECKOH cepax. AKIEHTHPYETCsI BHUMaHHE Ha PAa3IMYHBIX (QaKTopax,
KOTOPBIE MOBIIUSUTA Ha COITUAITBHO-IKOHOMHUYECKOE Pa3BUTHE: TPAH3UT OT IJIAHOBOM YKOHOMHKH K
PBIHOYHOM, To6anu3arus, 3pHEeKTUBHOCTH UCTIOIB30BAHUS PECYPCOB.

Knrouesnvie cnosa: nocmcogemckue cmpamsvl, 2100aiu3ayusi, plHOYHASE SIKOHOMUKA, 20CYOap-

CMEEHHAS 9KOHOMUKA, COYUAIbHAA NOAUMUKA

We are currently at the stage of two transits.
On the one hand, there is an unfinished transit
from nationalized economy to market economy;
and on the other the unfinished transit from na-
tional to global economy which has become
part of this process. In fact, the first process for
post-Soviet countries can be viewed as an adap-
tation to the second process. Since the economy
has acquired a global character, the potential for
post-Soviet countries (and other countries of the
world) to conduct social policy are objectively
limited.

At the same time, we should also take into
account the situation in which we find ourselves
at the moment, where a certain “rollback” is ob-
served in the process of globalization; and there
are attempts to “shut it down” even in those
countries in which it originally began (such as,
for example, the phenomenon of Trump in the
USA). At the same time, globalization is be-
coming more polycentric. This is shown in the
role of China, which is now becoming one of
the “pioneers” of the globalization process.

We can now consider the general situation in
the post-Soviet countries.

The transit from market economy to state in the
1990s was accompanied by the following factors:

— a sharp turning away by states from their
obligations;
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— a society that was significantly weakened in
the era of totalitarian politics; turned out to be de-
pendent on the state; and could not compensate for
those areas where the state deviated from control
over the economy and the social sphere;

— states which were unable to effectively fi-
nance even those areas where public goods were
created (security, education, health), i.e. did not
perform their direct functions.

Globalization has joined this, which, due to the
increasing influence of world markets, has further
weakened the capabilities of post-Soviet states.

All these trends have caused a sharp increase
in inequality, for example, for Russia, where the
level of inequality according to several analyses
came close to what took place in the Russian Em-
pire until 1905 (Thomas Piketty, France); and ac-
cording to other calculations (Boris Mironov, Rus-
sia, St. Petersburg University), is even higher.

In the 2000s, there was a compensation pro-
cess, which, however, did not fully “overlap” with
the problems in social policy that emerged in the
1990s. However, later, due to the dynamics of the
world economy and world politics (in particular,
the issue of military expenses and sanctions and
counter-sanctions which is important for Russia),
the state again had to “weaken” its social policy.

In a number of post-Soviet countries (except
for the countries of Central Asia and Azerbai-
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jan), we can add to this the demographic crisis.
In general, Russia, Ukraine, Belarus, Moldova,
Georgia and Armenia found themselves in a very
difficult demographic situation, since the birth
rate is often even lower than in Western coun-
tries; and life expectancy is at the level of devel-
oping countries. At the same time, countries such
as Russia and Ukraine are also characterized by
male supermortality (a very large gap in life ex-
pectancy between women and men). The average
resident of Russia is a woman over 40.

Migration growth gradually ceases to com-
pensate for the natural population decline. For
2019, Rosstat gives a forecast of a popula-
tion decline through natural loss of 218,300.
For 2023, the forecast through natural loss is
366,300 and a migration increase of 274,900.

According to many experts, this makes in-
evitable a rise in the retirement age in Russia;
although, according to opinion polls, the over-
whelming majority of the population opposes
this (it should be noted that in many other post-
Soviet countries the corresponding reforms
have already been implemented).

Let us now consider the national specifics of
the post-Soviet states.

As a rule, economically richer states have
more resources for social policy, i.e. all social
indicators are “pulled up” to the level of per
capita GDP and per capita income level.

In analyzing the situation in Russia, it should
be borne in mind that the current foreign policy
situation leads to high military spending and other
economic costs and hinders the development of an
effective social policy. However, when compared
with other post-Soviet countries (except for the
Baltic states), Russia shows the highest GDP per
capita and good economic reform. Even the most
ardent critics of the Russian leadership, like former
presidential adviser Andrey Illarionov, underline
the fundamentally market nature of the Russian
economy. It is this market nature of the economy
that ensures its sustainability even when under the
pressure of sanctions. It should also be noted that
social security in Russia is still one of the highest
for post-Soviet countries in many respects.

Russia and Kazakhstan are the leaders in per
capita GDP among all of the post-Soviet coun-
tries. The per-capita-GDP indicator has always
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been considered the main indicator of develop-
ment. It is not surprising that we are talking about
two countries that are among the most resource-
rich ones. However, the efficiency of resource
management is no less important (an example is
Turkmenistan, in particular - a country also rich
in hydrocarbons, but which, according to a num-
ber of indicators such as education or health care,
has failed to create an effective model).

In general, one should speak about more or less
successful models of working within globalization
in connection with the efficiency of resource use.
In particular, Kazakhstan, on a number of indica-
tors (foreign investment per capita; GDP growth
dynamics; degree of economic liberalization in
terms of a number of ratings; and successful func-
tioning of the world financial center, outranking
Moscow in terms of a number of ratings, etc.)
demonstrated rather high efficiency in terms of the
economic model. This made it possible to make
breakthroughs in some areas of social policy (for
example, in the field of education).

Now, let’s consider the new challenges of
social policy in the context of globalization. In
the context of globalization, for a few countries
(primarily the EU countries, USA, Canada and
Australia) regulation of the migration regime is
no less important than the more traditional issues
related to social policy. This is one of the key is-
sues in shaping the political agenda in several
countries.

Among the CIS countries, the same phenom-
ena are characteristic of Russia and Kazakhstan,
which, due to a relatively higher standard of liv-
ing, act as centers of attraction for labor migra-
tion from neighboring post-Soviet countries. In
this regard, for Russia and several Central Asian
countries (especially Tajikistan and Kyrgyz-
stan), the use of labor migration under the co-
development model becomes promising. On the
one hand, help is needed for returning migrants
so that they can create businesses in their home
countries, using the skills and funds received in
Russia. On the other hand, it is promising to re-
ceive vocational education, and the study of the
Russian language at home, even before migra-
tion to Russia (with the help of the Russian state,
which can and should be one of the main pros-
pects for Rossotrudnichestvo).
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ee (opMHpOBaHUs. ABTOpP yKa3bIBaeT Ha HEOOXOAMMOCTb a/lalTallui KOHILIENTa K COBPEMEHHBIM
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ctpaH LlenTpansHoit A3um.
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Eurasia as a continent - also known as the
“Big Island” - is a more colorful region of the
world than other parts of the world and regions
of the planet. The European, Indian and Far
Eastern tips of Eurasia are regions of the Atlan-
tic, Indo-Eurasian and Pacific understanding of
the existence of a biological form of life, intel-
lectual tension and a fairly high standard of liv-
ing, between which other major world civiliza-
tions are squeezed, which, in turn, drastically
differ from those described above and to each
other.

Today, Eurasia is a continent, the Atlantic,
Indian and Pacific tips of which slowly unfold
into the region. However, the goals and content
of the vectors and stepping stones of these turns
are completely opposed.

Visually observable elements of the ongo-
ing “Big Game” are also noticeable, which ex-
panded geographically and meaningfully after
the collapse of the USSR.

Today, the Eurasian continent is also a region
of continental and regional economic and other
projects, to which the attention of the Central
Asian states is also paid, and which, while still
remaining in the geopolitical periphery mode for
objective and subjective reasons, are still more
passive participants of the Eurasian design.

These projects, among which, first of all, the
Eurasian Economic Union should be noted, are
of obvious interest for Central Asian countries.
At the same time, with all the unfolded and hid-
den benefits and advantages, they seem to suf-
fer from a certain lack of meaningfulness; more
precisely, semantic structures, including in the
field of cultural and humanitarian activities of
people and states, but under certain efforts with
the subsequent possible building of a certain
model of Eurasian identity

To begin with, it should be noted that new
meanings, new value capacities and new
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benchmarks can be identified as attractive
ideas oriented to the future; or, so to speak, as
something very important that cannot yet be
spelled out but which is meant by everyone
and presenting not a fragmented, but a compre-
hensive, tacit consensus. Relying on the old,
already time-worn constructions of identity
is unlikely to be able to move some common
cause forward.

At the same time, it should be borne in mind
that outside of the same consensus, only direct
or indirect coercion, which is strategically and
methodologically, in general, quite counter-
productive, remains possible. The main ideo-
logical capacities, probably, should also be
oriented on the possibility of joint living and
development without the normative and ev-
eryday decoration of the hierarchical pyramid
of “older and younger” and not only in a pro-
cedural sense. Indeed, this can also be under-
stood and perceived as a kind of precondition,
without regard for which even a weak substan-
tive dialogue is not possible, not to mention
some kind of joint creative activity.

The process associated with the formula-
tion and design of the main idea highlights, in
my opinion, several fundamental issues related
with human capital or material, above all, and
this is the most important in any form of proj-
ect activity. In the present text, let us designate
two of them: what parameters should be attrib-
uted to the Eurasians and by whom? And who
nevertheless considers himself/herself a Eur-
asian? And if he/she identifies himself/herself
or he/she is identified with Eurasianism, then
what is the defining identification parameter
or criterion - geography, history, economics, a
common language or something else, or all of
this together?

It is quite possible that the designers of
modern Eurasianism did not set the task of
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constructing a shared identity model that is un-
derstandable to all participants based on some
value orientations. But it seems that building
a modern, even limited cooperation space in
the form of an international organization based
on the idea of only military-political or only
economic rapprochement with each other with
a corresponding set of procedures and not very
clear rules is not enough, and it seems to me
that they are short-lived, especially if one con-
siders the attractiveness and benefits of the
proposed options from the outside.

At the stage of a long-term global crisis, in-
ternational structures created by “ad hoc” will
probably also be in demand for the implemen-
tation of any specific joint projects and pro-
grams.

In the context of a systemic global crisis
that is decaying into local and functional, it
seems that a consensus movement towards the
formation of a multi-layered partnership space
is required. With regard to Eurasian projects,
we can talk, for example, if we keep in mind
the Eurasian Economic Union, about the most
important for all former “Soviet” countries,
and which has been forgotten or missed in the
heat of the struggle for a brighter “market” fu-
ture - a joint search for a way out or liberation
from the “post-communist” state and subse-
quent creative activity for the benefit of all.

In the former USSR, probably only two
countries with some constancy and clear un-
derstanding declare Eurasianism as an impor-
tant idea for them, while, however, putting
into it fragmentally mismatched and divergent
meanings. There are, however, other states that
from time to time somehow together recall
their Eurasianism. Still others are detached
from Eurasianism either by the fragile wall of
their identification programs and projects, or
by the imaginary inaccessibility for them of
the meaning of the proposed Eurasianism. Or
Eurasianism is understood by them as a kind of
euphemism for expansion or restoration.

Indeed, the reviewing of the problem of
modern Eurasianism cannot be carried out
outside the context of the development of the
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contemporary global situation, which today is
characterized by such a deep crisis of concepts
of socio-economic development, religions, hu-
manitarian values, international law, as well
as other principles and drivers of international
communication and so on.

The system and mechanisms of functioning
of international organizations and structures
that emerged and developed in the 20th centu-
ry have undergone obvious corrosion. It seems
to me that with the collapse of the bipolar
world, one of the main motivational founda-
tions and drivers of the creation and existence
of international organizations has collapsed - |
mean their construction according to a simple
confrontational scheme “for something” and
“against someone”. The “for” and “against”
reflected the competition of ideologies, socio-
economic platforms and military capabilities.
But the continuing rather serious inertial in-
fluence, and sometimes the renewal of these
schemes, should probably be recognized.

It is clear that competition between states,
groups of states has not disappeared anywhere,
but the fundamentals and mechanisms of long-
term alliance and even compromise partnership,
including, and, perhaps primarily, in global and
regional international organizations, are chang-
ing radically; meanwhile, some representatives
of the “third world” seemed to have suddenly
suggested that religious differences and dog-
mas should be put in the basis of international
competition, not ideology or socio-economic
concepts; international criminal structures
emerged, declaring their claims for the very se-
rious factors of international life with their ideas
and potential for concrete actions, etc.

Under these conditions, the creation and
restructuring of international organizations,
the search for semantic structures and tools
of activity that are adequate to the new time,
remains a very difficult problem, and maybe
even insoluble: new radically different ap-
proaches to the formation of international or-
ganizations will be required.

The interest of the state today remains the
unshakable foundation of the foreign policy of
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all countries, including their participation and
activities in international organizations. Often,
the interest and foreign policy proclaimed by
the same state come into conflict, but the prior-
ity and dictate of interest is obvious, especially
in times of crisis. The egoism and cynicism of
the state (if it wants to be strong) is the unshak-
able truth of all times and peoples.

If we develop “Eurasianism” as a platform
of identity or (self) identification model, the
latter will need, first of all, a harmonious com-
bination of the interests of all and real equality,
but not equalization.

At one time N. Trubetskoy proposed to con-
struct a so-called “Eurasian nationalism” (“...
the totality of the peoples inhabiting this state,
regarded as a special multi-people nation and
having such nationalism as such can only be a
national substrate of that state, which is called
the USSR. We call this nation Eurasian, its
territory - Eurasia, its nationalism - Eurasian-
ism”).

There are other proposals and recommenda-
tions on the issue of the construction of Eur-
asian identity. I believe that there should not
be haste and unnecessary trouble - we must
calmly think together.

In connection with the mention of culture, it
should be emphasized that the intangible sphere
of human activity or, in a broader context, the
totality of their non-economic achievements
and orientations (also included in the national
value system) plays, oddly, it must be said, a
significant role in economic development. In
particular, let me remind the reader once again
about the experience of Korea and Zambia,
which in 1960 began economic reforms from
about the same starting position. However,
ten years later, the economic development of
Asians was four times higher than that of Afri-
cans. Why? The answer is simple: the presence
of a set of value orientations and capacities to
which a nation or another identified group of
people not only orientates, but in aggregate
moves the nation forward.

The search for national roots is not just an
attempt to “dig up” the National Idea from the
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depths of centuries and at the same time restore
the history of the people; or rather, write out
its documented version. It is instead the desire
to understand the historical mission of genera-
tions of people who have identified and iden-
tify themselves with some ethnonym born from
time to time on the basis of any motto, idea or
symbol of spatial, and sometimes totem nota-
tion. A certain sacralization of the historical
mission of an ethnos or a group of ethnoses is
one of the fundamental bases for the construc-
tion of a self-identification model, which, in
turn, can become a driver for development. The
process of sacralization can obviously be arti-
ficially agitated and successful, as we can see
from the history of some nations. But, if this
agitation is not accompanied by the creation of
specific material, spiritual and moral platforms,
then all efforts, in general, are in vain.

Versions of divine origin, moreover, with
the name of one or another people sent over
from above, can be found in the materials of
ethnogony, genealogical traditions, and even in
sacred books. Thus, God's chosen people con-
firms the messianic role of this people among
others. No need to dig in history; I will give
just one example: The US President R. Reagan
states: “If Americans are deprived of faith in
our great future, it will be impossible to ex-
plain why we are so convinced that America is
a promised land, and our people are chosen by
God to work on creating a better world”.

The belief in God's favored people should
find not only “earthly” confirmation within the
national self-identification model, sometimes
arising on a powerful wave of self-interpre-
tation “methods and sole possession of space
information”, but also “unearthly”, which is
very, very difficult, especially if the latter is
not recognized by others ethnosubjects and
confessional communities. Only faith in the
special mission of the people, based on a “dia-
logue with God,” remains, again, if this dia-
logue took place. According to V. Solovyov,
“the idea of a nation is not what it thinks about
itself in time, but what God thinks about it in
eternity”.
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Every nation has two versions of its own
historical past: documented and mythologized.
The reproduction of the first option, for exam-
ple, the history of European and other seden-
tary agricultural peoples, is scientifically and
methodologically based on the historiographi-
cal methodological marking of Thucydides
and Herodotus.

However, their system and methods are le-
gitimate, from my point of view, only to ex-
plain the history of sedentary peoples, with a
fixed territory inhabited with a certain class-
political, pyramidal control system, etc., that
is, state formations with watchtowers and pro-
tected by the gate. In relation to the mobile
(“spreading™) peoples, the methodology of
Thucydides and Herodot is applicable only in
certain fragments, not least because the history
of horse and nomadic states and communities,
in general, is more a history of symbols, signs,
and a network system of community organi-
zation, but not material evidence of people's
livelihoods, including library culture, which,
of course and unconditionally, constitutes the
great heritage of humanity, its experience,
work and inquisitiveness of the mind.

The purpose of the Eurasian horse and no-
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madic community, which existed until the mid-
dle of the nineteenth century, consisted, among
other aspects of the historical mission, to trans-
fer knowledge, skill and other values from one
civilization center to another, but the “carriers”
did not use this knowledge, because they did
not need them (another paradox as though). It
requires a very fundamental explanation of the
“difficulties of translation”: the paradox mode
is the constraint jacket that the world puts on
anti-peace.

Why are we talking about this today? The
inertia of nomadism, just like the Soviet civili-
zational identity and some religious preferenc-
es, play a fairly large role in shaping the out-
look of people in a certain area of Eurasia. The
context of development of all the mentioned
models of different vector identities can lead
to unpredictable consequences, up to the col-
lapse of states. From my point of view, so far
from the known possible identity models, only
the Eurasian one can in some way cement the
common ideas of some Central Asian peoples
about themselves, without constructing a plat-
form of uniformity. Today is the time for the
former “nomads” to dream about the future,
and not about the past.
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MOJEPHU3AIIUA U MOJTUTUKA MOJIOJAEKHOM COLIUAJIN3ALIAU B
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A little about terms

Civil socialization is, first of all, the master-
ing by the younger generation of the values,
norms and cultural images that are generally ac-
cepted in this society. The result of such social-
ization is, ideally, a citizen with certain political
convictions, able to independently determine
his position, make choices and be responsible
for himself, guided by his own ideas about what
his duties and rights are'.

At the present time, the essence of the mod-
ernization process in Uzbekistan is the imple-
mentation of a policy of accelerated industri-
alization and the formation on this basis of an
industrial, urbanized culture with the strongest
elements of traditional culture. Industrialization
and urbanization against the background of in-
creasingly deepening use of information is the
paradigm which frames the development of the
country. The policy of civil socialization should
be based on these conditions.!

Today, speaking of the processes of social-
ization, it is important to emphasize the fact
that over the past twenty years there have been
qualitative changes in Uzbek society.

First of all, as a result of the explosive nature
of the development of ICT and the internet in the

country, the position in which Uzbekistan finds
itself today can in many ways be attributed to
countries that have made a sharp breakthrough
in terms of the formation of an information soci-
ety. In 2016, Uzbekistan registered 26.3 million
mobile subscribers, or more than 83% of the
population. The number of mobile subscribers
using mobile internet services exceeds 8.5 mil-
lion. The total number of internet users in 2016
amounted to over 16 million users (about 450%
of the total population of the country). Accord-
ing to experts, the number of Internet users will
have reached about 19 million people by 2020.

Thus, as a result of the exponential growth?
observed in this area, Uzbekistan as it is today
can in many ways be attributed to countries that
have made a sharp breakthrough in the forma-
tion of the information society, primarily in the
context of technological support for access by
the population and business to information ser-
vices.

But at the same time, revolutionary changes
in access to global Internet resources lead to the
following challenges:

— Globalization and the process of de-sover-
eignty of national states.

Westernization (or the phenomenon of “cul-
tural imperialism™): the penetration of stan-

! The most important component of civil socialization is professional socialization, the foundations of which are laid in the system
of vocational and higher education. Legal socialization is inextricably linked with civil socialization, the goal of which is not only
legal education, deep assimilation of legal norms in all spheres of life, but also the formation of a sense of law and legitimacy, law-
abiding behavior, upholding and protecting the rights of every citizen.

2 Exponential growth is an increase in magnitude when the growth rate is proportional to the value of the magnitude itself.

3 The concept of “cultural imperialism” was widely adopted after the UNESCO conference held in Mexico in 1982, at which the
problems of cultural policy were discussed.
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dards and stereotypes of western culture in
modernizing traditional societies, which con-
tributes to the breakdown of traditional culture
and ethics and leads to the erosion of national
identity.

At the same time, classical media imperial-
ism*, where the point of view of one (or a group)
of countries is imposed in different ways, is
now turning into a more global, network-centric
influence’ of separate groups united not only
and not so much by national priorities as by
the interests of global economic and informa-
tion domination (the new phenomena of “netoc-
racy”, “googlecracy”, “corporatocracy”, ‘“new
network empire”, etc.).

The rapid development of information and
communication technologies and the Internet.

This leads to increased opportunities for ac-
cess to information in all areas, business devel-
opment, and distance education. At the same
time, this leads to the creation of a radically new
situation, where every citizen has the ability to
search for and instantly receive any informa-
tion he/she needs without the participation of
state-owned media. For the first time in history,
the state is losing its traditional monopoly on
the formation of national ideology, public con-
sciousness and the behavioral stereotypes of
citizens®.

The growing role of network communities
in the new environment

At the present stage, the main challenge to the
state policy of civil socialization is that, as a re-
sult of the information explosion, the paradigm
of socialization is changing. The role of the tra-
ditional institutions of socialization (the educa-
tion system; the family; the army; trade unions;
and religious organizations) is decreasing. So-

cialization moves into the virtual space. The
main form of socialization is social networks at
various level. Whoever has the ability to model/
moderate these processes and networks in many
respects determines the dynamics and formats
of the socialization of young people, regardless
of national borders.

Monolithic (from the point of view of social
consciousness and ideology) society, character-
istic of the agrarian and even the industrial era,
in the post-industrial, informational era, is in-
creasingly a thick web in which young people,
using ICT and the internet, are involved in non-
national/supranational social networks. Joining/
associating themselves with the youth of other
countries, united by certain social networks/
connections, often becomes more important
than national or state identity for young people.

The phenomenon of youth subcultures, where
social networks emerge that unite according
to interests (gamers, street racers, street danc-
ers, etc.), leads to the emergence of informal,
non-classical, non-traditional forms and institu-
tions that exist, in many ways, in parallel with
the formal, traditional system of socialization
through institutions. A young person receiving
distance education in a foreign university, who
is a member of various social networks (for
example, a gamer who is a fan of a computer
game) and who now can instantly communicate
online with like-minded people anywhere in the
world, is becoming increasingly problematic in
terms of the state policy of civil socialization;
and this trend will only intensify.

The key problem of the policy of civil so-
cialization at the present stage in the country is
that against the background of the increasing
importance of non-institutional factors (ICT,
the internet and social networks), the role of
the classical institutions of civil socialization is

4 Media imperialism is a model of dependent relations based on exports from developed countries, primarily the United States,
of large amounts of information, communication equipment and software, which indirectly establishes a number of foreign norms,
values and expectations that change the internal culture and socialization processes.

5

Network-centric influence is the forms and methods of global influence of certain groups of supranational (non-national)

character, based on the possibilities of the phenomenon of global open network structures.
¢ Analytical note “Politics of civil socialization of youth in Uzbekistan at the present stage: search for new approaches”, Tashkent,

CER, p. 9
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declining; but the implemented policy of civil
socialization is not focused on work in the new
conditions of the information society. The pro-
paganda methods used are not effectively using
the ICT capabilities in working with young peo-
ple for whom the internet has become the main
source of information.

There is a need for a gradual transition from
the applied tools and methods of propaganda
aimed at reaching as many young people as pos-
sible (through print media, state television and
radio companies, and the outgoing propaganda
formats: conference seminars and round tables),
to new methods, focused on a targeted approach
when choosing an audience (by groups, by in-
terests and by access possibilities), with an em-
phasis on the opportunities provided by ICT and
the internet. The fundamental point is that the
state authorities, the institutions of civil social-
ization, must, in the conditions of the informa-
tion age, master the skills to create effective net-
work communications.

26

At the same time, a new approach is needed
when young people are not an object of impact
of state policy, passively processing/ not pro-
cessing information that the state considers nec-
essary to bring to it. In the modern conditions
of the information age, a transition to a new
paradigm is needed, where youth is not an ob-
ject, but an active subject of the process of the
policy of civil socialization. Taking advantage
of ICT opportunities, the younger generation
now has the opportunity to escape from the role
of a passive object of influence; and can now be
an effective repeater of certain approaches, val-
ues and positions for other communities (both
domestically and abroad); and the most active
section of youth can be an active subject par-
ticipating in the development and promotion of
certain provisions; ideological structures/ con-
cepts; and the implementation of political and
social projects, large and small. This potential
can and should be used.
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Abstract: The article covers the formation of a multinational Azerbaijani nation as an interweav-
ing of national and civil factors. It sheds some light on the historical and current national identity,
and the restoration of nationwide statehood. Azerbaijani nationalism is the coexistence of different
peoples and cultures united under the word “Azerbaijanis”. As a result of historical, economic and
political progress, national statehood based on preserving cultural diversity, social cohesion and
solidarity has a unique geopolitical identity that distinguishes it from other post-Soviet countries
and makes it a leading figure in the South Caucasus. Azerbaijani identity is expressed in national
attributes, representing a synthesis of commitment to independence, Islamic culture and modernity.
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" The article was first published in the proceedings of the International Conference "National Modernization Strategies:
Achievements and Perspectives"” - KazISS under the President of RK, 2018, pp. 87-91

Central Asia’s

FAIRS

QUARTERLY ANALYTICAL REVIEW 1(73)/2019 2 7




93EPBAMKAH YJTTBIK COMKECTITTHIH EPEKIIEJIKTEPI KOIT KATITAPJIBI
A3AMATTBIK O31H-031 AUKBIHJIAY ’KOHE YJITTBIK MEMJIEKETTLIIIKTI
KAJIBIIITACTBIPY PETIH/IE

Adcana MamenoBa

AnpaTrma. Makanaga Kemn YITThl o3epOaiibkaH XalKbIHBIH YJITTBIK JKOHE a3aMaTThIK
(dakropimapapH e3apa OailylaHBICTAPBI PETIHAC KaJIbITACYbl KapacThIpblIFaH. Ol Tapuxu JKOHE
Ka3ipri YITTHIK €peKILIEeTIKTeD, KaIIbIYJITTHIK MEMIICKETTUIIKT] KaJbIHA KENTIPY JKaiiIbl aKmapar
Oepeni. O3epbaiikaH YITHIBUIBIFBI - OyJI «d3epOailKaHIBIKTapy JereH Cco30€H OipiKTipiireH
OpTYpAl XadbIKTap MEH MOJACHUETTEpIiH Oipirin emip cypyi. Tapuxu, SKOHOMHUKAJBIK >KOHE
CasiCH TIPOTPECTIH HOTIDKECIHAEC MOACHU OPTYPJIUTIKTI CaKTam KaldyFa HETI3[EeNTeH YITTHIK
MEMJICKETTLUIIK, 9JIEyMETTIK OipJiiK MEeH BIHTHIMAKTACTHIK Oipereil reocascu COMKECTIKKE ue, Ol
OHBI 0acka MOCTCOBETTIK enaepaeH Oeuxim, oHbl OHTYyCTiK KaBkasma jkeTekmn TysiFa peTiHzae
KepceTei. O3epOaiikaH COUKECTIT1 TOYENCI3AIKKe, UCiIaM MOJICHUETIHE )KOHE Kasipri 3aMaHFa Jie-
T'€H a/IaJIIbIFbIHBIH CUHTE31H OUIIIpeTiH YITTHIK aTpuOyTTap/ia KepceTiireH.

Tyiiin ce30ep: Ozepoatidican, AP, 23epbatisicanoblK YimiubliOblK, YImmvlK 0OKMPUHA

OCOBEHHOCTH HAIIMOHAJIbHOM ABEPBAMKAHCKOMW MJIEHTUYHOCTHN
KAK MHOT'OCJIOMHOE I'PAYKTAHCKOE CAMOOIIPEIEJTEHUE U OGPA30OBA-
HUE HAIITMOHAJIbHOM TOCYAAPCTBEHHOCTHA

A¢gcana Mammanosa

AnnoTtauusi. Ctarbs ocBemaer GopMupoBaHHEe MHOTOHAIIMOHAIBLHON a3epOailkaHCKOW Ha-
[[MU KaK NeperyieTeHNe HAMOHANBHBIX U IpaKIaHCKuX (hakTopoB. OHa MPOJIMBAET CBET Ha UCTO-
PUYECKYIO U HBIHEIIHIOIO HAITMOHAJIBHYIO HICHTHYHOCTD, U BOCCTAHOBJICHHE O0IIIEHAIMOHATILHOM
roCyaapCTBEHHOCTH. A3epOaliykaHCKUI1 HallMOHAIIM3M — 3TO COCYIIECTBOBAHUE Pa3HBIX HAPOJOB
U KyJbTyp, 00BETMHEHHBIX TIOJ] CIIOBOM «a3epOaikaHIby. SBISICh Pe3yIbTaTOM UCTOPHUIECKO-
ro, )KOHOMHUYECKOTO ¥ OJUTUYECKOT0 Mporpecca, HallMOHAJIbHAS TOCYAapCTBEHHOCTh, OCHOBAH-
Hasg Ha COXPAaHEHHH KyJbTYPHOTO pa3sHOOOpa3usi, COIMAILHON CIUIOYEHHOCTH U COJIMIAPHOCTH,
o0ajaeT yHUKAIbHOMN reONOIMTHYECKON UIEHTUYHOCTRIO, KOTOpas OTJMYAET €€ OT JIPYTHX MOCT-
COBETCKHX CTPaH U JienaeT Beaymei ¢purypoit Ha FOxxaom KaBkase. AzepOaiikanckasi HICHTHY-
HOCTh HAXOJUT CBOE BBHIPAKEHUE B HAIIMOHAIBHBIX aTpuOyTax, MpeACTaBisisi cOOOW CHHTE3 MpH-
BEPKEHHOCTH K HE3aBUCHMOCTHU, UCIAMCKOM KYJIBTYPE U COBPEMEHHOCTH.

Knroueevie cnosa: Azepoatioscan, AP, azepbaiiosxcanckuii HAYUOHAIUIM, HAYUOHATbHASL OOK-
mpuna

Historical review of the Construction of public (ADR). The tricolour national flag consists
national statehood of the colors blue, red and green, which respec-
tively mean Turkic freedom, Islamic culture and

May 28, 2018, marked the 100th anniversary modernity. ADR was the first Muslim state where

of the formation of the first secular democratic women had electoral rights for the first time in
state in the East: the Azerbaijan Democratic Re- the Muslim East. ADR was established as a re-
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sult of the self-elimination of the Transcaucasia
Federation — a short-lived coalition government
of South Caucasian states formed immediately
after the October revolution on November 15,
1917, in Thilisi; and which existed until May
26, 1918, when all the Transcaucasian republics
declared independence.

The main task of the new government (ADR)
was to strengthen power and set up a regular
army to combat the Dashnak detachment, which
was unbridled in the territory of the country
[1]. During its brief two years of existence, the
Azerbaijani government adopted some really
important and progressive laws. For example,
“Turkic” (Azerbaijani) was declared the official
state language; women were given voting rights
equally with men; and a law on the media was
adopted. The government made serious efforts
to have the ADR recognized by world powers,
and in fact achieved de facto recognition by the
Supreme Council of the Triple Entente [2].

ADR was the first historic personification of
the national statehood of Azerbaijanis. Patrio-
tism, nationality, independence and nationhood
became the key substances with which to build
the essence and gist of a national ideology. Pre-
viously, the Azerbaijani people were commonly
called “musulmanin” (Muslim) or “tatars”. By
using this term, the rulers of the Czarist Em-
pire and its Armenian agents gave themselves
more opportunity to erase the Azerbaijani
people’s national identity and its heritage from
the pages of the history. Rough assimilation
and dissolving Azerbaijani identity in the pot
entitled“universalism” constituted a formidable
obstacle to national ideology gaining the the
upper hand.

Constitution and geopolitical context of the
national identity

Azerbaijan identity is based on a unique
compound of multipolar individual and social
identities developed through centuries. As aca-
demician Ramiz Mehdiyev states, the evolution
of the national idea was launched between 1828
and 1875, just after the Russo-Iranian war, when
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the territory of the northern part of Azerbaijan
was annexed to the Russian Empire [3]. It was
at that time that a gradual process of solidarity
among Azerbaijanis was launched; and a recog-
nisable literary school started to sow the seeds
of a national awakening. Media outlets such as
“Ekinchi” and “Keshkul” in the late 19th century
and, in addition, “Hayat”, “Irshad”, “Fyuzat” and
others at the beginning of the 20th century gave
an impetus to the creation of the national doctrine
and the idea of nationwide freedom. A struggle
for the creation of a subnational autonomy within
the Russian Empire had been transformed into
the primary goal of national liberty. Finally, the
date (May 28, 1918) of the establishment of
Azerbaijan as an independent state became a
symbol of the embodiment of the Azerbaijani
national idea [4].

The instituting of ADR has been identified as a
further historic step in the formation of a national
consciousness. Azerbaijan nationalism was a co-
existence of diverse nations and cultures united
under the term of “Azerbaijanis.” Building the
national civil society, intertwining with cultural
pluralism, was the main way of life in the mod-
ern, independent state. ADR became a unique
example of multicultural national statehood at
the beginning of the 20th century when Western
governments came to it much later. The selt-
identification of Azerbaijanis in the ADR was a
complex of intertwining factors of an objective
and subjective nature; and, as a whole, a civil
one. The self-identification of minorities was
closely associated with the policy of the current
government; the defining principle of which was
the consideration of the interests of a multiethnic
people. In total, 80 out of 120 members of the
Parliament were Muslims, others of other eth-
nic and religious groupings [5]. Although ADR
lasted for only 23 months, it left a huge treasury
of national doctrine for its successors.

However, we cannot omit the fact that culti-
vating the national identity dated back to much
earlier - to the 16th century, in fact, when the
Safavid Shah (King) Ismail Khatai proclaimed
himself as the governor of Azerbaijan in 1501.
For the first time in history, a central government
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was formed. Until the Shah Khatai, Azerbaijanis
had been remained a part of Turkic and Muslim
identities with standard features encompassing
all nations where the Persian and Arabic were
used as official languages both for administra-
tive issues and literature. Jalaluddin Afghani, a
prominent Muslim scholar, argued that “language
and religion are the pillars of every society and
the primary factors of national identity”. Giv-
ing the Azerbaijani a special legal status made
a substantial basis for the formation of national
doctrine: essentially the seeds of self-knowledge
were sown.

These traditions of the formation of a national
doctrine were followed by new thinkers in the
20th century when the founder of the ADR Mam-
mad Amin Rasulzadeh defined the language as
the primary base of an identity. Meanwhile reli-
gion, history and beliefs were merely the tools to
keep the language-oriented identity safe [6]. As
S.Hall has stated, identities are about the enquiry
of using the resources of history, language and
culture in the process of being rather than ‘who
we are’ or ‘where we came from’, as much as
‘what we might become?’ [7] ADR reached this
goal by building a multi-ethnic national statehood
reliant on self-knowledge and tolerance.

In my opinion, all the post-Soviet countries
have experienced a similar fate — “the suppres-
sion of identity”. The fall of the Azerbaijani
Democratic Republic on April 28, 1920, altered
the democratic nature of the state and resulted in
anegative impact on the international recognition
of the Azerbaijani model of the nation-state. The
period from 1920 to the beginning of 1988 was
the time when the Azerbaijani people under the
pressure of Communism were subjected to Soviet
identity, where the Russian language was de-
clared the lingua-franca and where national and
religious interests were consigned to oblivion.

Soviet “euphoria” lasted until 1988, when
bloody interethnic clashes began in various parts
of the vast Soviet states. So-called communist
internationalism burst like a soap bubble. No-
vember 17, 1988, was the date when the collec-
tive voice of freedom of the Azerbaijani people
sounded for the first time to defend their interests,
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fight for their independence and territorial integ-
rity. However, it was smothered, but triggered a
new movement of freedom.

Sovereignty and the concept of “Azerbai-
janism” as a unique combine of differential
cohesion

The current Azerbaijan Republic is the suc-
cessor to the ADR. On October 18, 1991, the
Supreme Council of the Republic of Azerbaijan,
basing their approach precisely on the Decla-
ration of Independence of 1918, adopted the
Constitutional Act on State Independence. It
was the restoration of the captured freedom of
Azerbaijan, lost as a result of the Bolshevik coup
on April 28, 1920. For 25 years, an emerging
generation of independent people has grown up
relying on goodwill and tolerance and attempting
to stay afloat between western and eastern pow-
ers. Despite the difficulties of the early 1990s,
Azerbaijan managed to recover and become a key
figure of the South Caucasus. The main condi-
tion for the execution of successful foreign and
domestic policies is constructive understanding
of'its place in the world and in the region as well
the pragmatic formulation and implementation of
a national doctrine based on history, geography,
cultural identity and the economic interests of the
state. According to the political analyst Farhad
Mammadov, the Azerbaijani identity is a multi-
layered geopolitical one based on geographical,
historical, religious and cultural components.
Geographically, we are located in Europe. From
the point of view of religion, Azerbaijan is part of
the Islamic world. Culturally and linguistically,
Azerbaijan remains a part of the Turkic world
and participates in the process of integration of
Turkic-speaking countries. Finally, historically,
for the last two hundred years, Azerbaijan has
been represented first as a part of the Russian
Empire, then the USSR and finally the CIS [8].
The determinant of successful current gover-
nance is a consolidation of these four elements
that were missed by its predecessor which was
able to revive the prototype of the Azerbaijan
Democratic Republic, but could not hold it:

Central Asia's

FAIRS

QUARTERLY ANALYTICAL REVIEW

1(73)/2019



Azerbaijan was about to be torn to pieces by inner
and outer forces. However, Heydar Aliyev, as a
Major-General at NKGB [9], could withstand the
strong-hand Bolshevik policy. His core doctrine
of “Azerbaijanism” was an effective method of
uniting not only the torn pieces of Azerbaijan but
nationalities living in Azerbaijan, despite their
races, languages, religions and ethnicity. It was
some kind of the differential cohesion. He fairly
argued that ethnic nationalism and ethnocentrism
leads to separatism and clashes between nations.
However, “Azerbaijanism” related on the cohe-
sion of all members of ethnic and national mi-
norities makes them equal citizens of Azerbaijan,
the land for everyone. Heydar Aliyev translated
this inexhaustible and majestic spiritual wealth
of its people onto a new dimension — political
networks. “The multinational context of the
Azerbaijan nation is our treasure and dominance.
We should evaluate and defend it”, [10] - cited
Heydar Aliyev.

The Azerbaijani ID is not a single ethnic
group, but diverse nations assembled in one.
States established in the territories of Azerbaijan
never were homogeneous but instead heteroge-
neous, being a mix of different ethnicities and
cultures. Thus, being Azerbaijani is being Jewish,
Kurdish, Lazgi, Russian and the other minorities
which inhabit Azerbaijan. It is giving a person a
space to identify himself with his uniqueness as
an individual and to realize himself as a social
and civil being. Accordingly, Azerbaijani ID is a
unique combination of individual and social fac-
tors. With reference to Erikson [11], a multifac-
eted identity is neither just ‘inside’, nor ‘outside’
the person: it smoothly links the individual to his
social world in multiple ways, making him and
the society he belongs to a part of the common
self; a somewhat “multifaceted mosaic of inter-
dependent, but highly differentiated parts.” [12]
The Azerbaijan identity is just of that case. It is
substantially a synthesis of national, democratic
and humanist values which maintain the national
impetus to go forward, rather than a classic com-
bination of East and West values.

The national state concept is crucially im-
portant within the idea of Azerbaijanism. It is
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closely linked with the social, political, cultural
and economic status of society. The practice
of cultural pluralism, originating from Ilham
Aliyev, the incumbent president, defines multi-
culturalism as the state’s policy; and states that
this type of government is the best example of
subsequent development, with no alternative.
Azerbaijani identity relies on national culture,
religious outlook and historically formed social
consciousness, with the traditional moral and
material features.

Undoubtedly, economic leverage; recognition
of cultural diversity; preservation of political
stability; societal cohesion and solidarity have
been the major factors in making Azerbaijan a
key player in the region. More than eighty local
ethnic groups have been living in this country for
centuries in peace as well as being represented
in the government and civic state bodies. Being
a bridge between four religions and a strong
meeting place for different groups, Azerbaijan
has constituted favourable conditions for their
peaceful co-existence. Protection of these val-
ues is an integral part of democratic develop-
ment. Exploiting them as a tool is a means of
preventing ethnocentrism, ethnic and religious
separatism and other disintegration processes
that threaten the sovereignty, territorial integrity,
democratic development and national security
of the country. The success of the foreign policy
of Azerbaijan has been in developing bilateral
relations not dependent on third countries. This
principle, as articulated by F.Mammadov, al-
lows the country to maintain stability in the
region without becoming embroiled in conflicts
between its neighbours or strategic partners; and
to pursue a practice of constructive pragmatism
by strengthening the policy of independence and
being a fully-fledged participant in international
relations [13].

Conclusion
The key factors that have triggered Azerbaijan
becoming a cornerstone in the dialogue between

the West and East and being committed to pre-
serving the national identity within the state may
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be summarized as follows: Azerbaijan has been
located at the crossroads of cultures, religions,
and civilizations for centuries and has played a
leading role in understanding this connection.
Substantially, endurance in Azerbaijani society
has created a unique climate of tolerance. Azer-
baijan is developing as a bridgebuilder between
religious and ethnic groups which are confront-
ing each other in a complex geopolitical arena.
Azerbaijani ID is a unique combination of indi-
vidual and social factors relying on multinational
culture, religious outlook and historically formed
collective consciousness. Azerbaijan’s position

as a multicultural national state, established on
the basis of such factors as respect for cultural
pluralism and social diversity, with a clear un-
derstanding of national identity within the unity
and solidarity among its constituent ethnic and
regional groups, and preserving political stability
and societal cohesion, makes it able to maintain
a balance between its neighbours and strategic
partners. Azerbaijan is interested in relations
that are the impetus for economic and political
progress; and meanwhile the chance is afforded
of ensuring territorial integrity, sovereignty and
independence.
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Abstract. This article considers the concept of democracy in terms of its impact on the modern-
ization process. Particular attention is paid to the internet revolution, which has led to the forma-
tion of an electronic or internet democracy. The author considers this process as a new stage in the

development of democracy.
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JEMOKPATUSA - MOAEPHU3SAIIUAJIBIK 7KOBA: MYMKIHAIKTEPI
7KOHE JAMY HIEKTEYIEPI

baxvimorcan Temipbonam

Anparna. Ockl Makanaza JEMOKPATHs TYKBIPBIMJAMachl OHBIH MOJEpHHU3ALUsS YAepiciHe
BIKITAJIBl TYPFBICBIHAH KapacThIpbUIaAbl. MHTEpHET-peBOIIONMAFa epeKIe KoHUT OemiHeni, Oy
ANIEKTPOH/IBIK HeMece MHTepHeT-1eMOKpaTHIHbI KaJbIITACThIpyFa dKenei. ABTOP OCBI MPOIECTi
JIEMOKPATHSIHBI JAMBITYIBIH KaHa Ke3€Hi JeT CaHalIbl.

Tyiiin ce30ep: demokpamus, 21eKmpoHObl 0eMoKpamusl, dcahanoawny

" The article was first published in the proceedings of the International Conference "National Modernization Strategies:
Achievements and Perspectives" - KazISS under the President of RK, 2018, pp. 118-126

34 Central Asia’s

FAIRS

QUARTERLY ANALYTICAL REVIEW 1(73)12019




JTEMOKPATHSI KAK MOJAEPHU3ALIMOHHBINA ITPOEKT: BO3MOXXHOCTHU U
IPEJEJIbBI PA3BBUTUSA

BbaxkbiT:kaH TemupOosiaT

AHHoOTauMs. B 1aHHON cTarbe KOHIENT IEMOKPAaTHH PACCMaTPUBACTCS C TOYKH 3PEHHS €ro
BIMSIHUA Ha Tmpouecc MonepHuzanuud. Oco0oe BHHMAaHUE YAENSETCS WHTEPHET-PEBONIOINH,
KOTOpasi MPUBOAUT K (POPMUPOBAHHIO AIIEKTPOHHOW WMJIM WHTEPHET-IEMOKPATUU. ABTOP CUHMTAET
JTAHHBIU ITPOLIECC HOBBIM ATAIlOM B Pa3BUTUH JIEMOKPATHUH.

Knrouegwie cnosa: demoxkpamus, s1eKmpoHHAs 0eMOKpamusl, 2100a1u3ayusl

By the end of the twentieth century, when the
world socialist system led by the Soviet Union
had collapsed, and a whole series of authoritar-
ian regimes had gone into historical oblivion, it
seemed that there was only one step to the com-
plete triumph of democracy in the world.

The experience of the advanced countries had
also shown that one of the key factors in their
success was a democratic political system based
on liberal democratic values.

The thesis of F. Fukuyama concerning the
end of history in connection with the complete
and unconditional victory of democracy thus
seemed simply the statement of an accomplished
historical fact. The scholar stated emphatically:
“The triumph of the West, of the Western idea, is
evident first of all in the total exhaustion of viable
systematic alternatives to Western liberalism. ...
That is, the end point of the universalization of
Western liberal democracy as the final form of
human government” [1].

In his reasoning F. Fukuyama relied on the
so-called wave theory of democratization of
S. Huntington, according to which modern
democracy has been formed as a result of three
consecutive waves.

The first wave originated in the nineteenth
century and reached its peak with the advent of
the new democracies after World War L. The sec-
ond wave of democratization began with the end
of World War II, when, against the background
of the collapse of the international colonial
system, many former colonies took the path of
democracy.
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In the late 1980s and early 1990s the third
wave of democratization arose, undermining the
legitimacy of authoritarian regimes and ensuring
the movement towards democracy throughout the
world. This process began in Southern Europe,
spread to Latin America and Asia, and later em-
braced Eastern Europe and the Soviet Union [2].

The Journal of Democracy, summing up the
twentieth century, stated that in 2000, electoral
democracies, which included about 120 coun-
tries, made up of 63.2% of the world's popula-
tion [3].

It is not surprising that at that time the opinion
was widely spread among politicians and scien-
tists that democracy was “the most influential
political idea of the 19th century, which became
a political reality by the beginning of the 20th
century, and geopolitical reality - by the middle
20th century, and by the end of the 20th century,
universal paradigm of the political dispensation,
voluntarily or unwittingly implied point of refer-
ence of political systems though accepted not by
everyone” [4].

At the start of the 1990s, Kazakhstan, like
other post-Soviet countries, actively joined the
process of building a democratic political system.
Naturally, this determined a surge in academic
research into both the phenomenon of democ-
racy itself and the specifics of the transition to
that system. At the same time, a large number of
scholars both in the West and in the former Soviet
republics, a priori adhering to the above views,
considered young democratic states as transit
ones, i.e. transitioning to the Western Euro-
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Atlantic model, and accordingly referred to them
as the so-called Democrats (quasi-democracies
combining structural democracy and functional
dictatorship). Therefore, any costs and inconsis-
tencies with Western standards were automati-
cally perceived as a developmental disease.

However, it was not so easy. According to
the events at the turn of the 20th-21st centuries,
tectonic shifts had begun, indicating the entry of
world democratic practice into the transforma-
tion strip, which affected the very paradigms of
its development. The large-scale and turbulent
processes that unfolded during this period in
the economic, communicative, technological
and socio-demographic areas contributed to the
emergence of new types of political practices that
came into conflict with established democratic
institutions.

A characteristic sign of the times was the loss
of the traditional institutions of civil society in
the face of political parties, pressure groups, trade
unions, churches, public movements, NGOs, and
the media-monopoly on the expression of public
opinion.

The so-called network communities - mobile
initiative groups operating in social networks
- go more confidently into the political arena.
They quickly and easily unite around interests
in a particular area, achieve their goals and also
easily fall apart.

Public participation is increasingly acquiring a
network character. As a result, qualitatively new,
mostly weakly formalized practices of political
participation, far from an orderly typology of
organizationally sustainable forms of participa-
tion, emerge [5].

Today, there are already powerful interna-
tional networks and pressure groups of interest.
These social groups that are informal in legal
terms and are not subject to any national juris-
diction social groups have significant resources
and opportunities to influence the advancement
of their specific interests in particular countries.

The mobilization potential of the new institu-
tion of civic participation was fully demonstrated
during the events of the “Arab Spring” that swept
the countries of the Middle East and North Africa
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in 2010-2011 [6]. In many respects, the activity
of network communities was also responsible
for the growth of protest moods in Russia in the
winter of 2011-2012.

Meanwhile, it should be noted that the modern
era stimulates not only the development of new
forms in the face of network communities, but
also institutional and functional modification and
change in the form of work of traditional institu-
tions of civil society.

Thus, as a result of the synthesis of network
communities and traditional mobilization insti-
tutions, so-called cyber parties have emerged.
Today, this type of parties is a serious opponent
in the political arena. The main criterion of the
popularity of network parties is the attendance of
its online-representations (on websites, forums,
blogs, social networks, chat rooms) and the activ-
ity of supporters. Currently, network parties no
longer use the Internet as a tool for their work;
they themselves are political networks, cyber
institutes of the political process [7]. The Internet,
on the other hand, provides them with a stable
platform where they work with their voters and
supporters.

In other words, the internet revolution is now
actively underway in the world; and this will
largely determine the new system of relations
between citizens and the state [8]. In this regard,
researchers are increasingly talking about the
erosion of traditional democratic institutions of
participation [9] and the beginning of the forma-
tion of an electronic or internet democracy as a
new stage in the development of democracy [10].

E-democracy is a logical link in the evolu-
tion of the democratic system in its transition to
an information society as observed in western
democratic countries. Its political significance
and institutional influence on the management
system of states has yet to be comprehended.
However, today, at least two facts are obvious.

First, there is the fact that developed countries
have already begun their movement towards
the development of political internet-based
platforms, and this process will only accelerate.
And, second, that a state that cannot adequately
assess and respond to the challenge of the global
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information age will not be able to ensure the
functionality and stability of its socio-political
system in the future.

At the same time, it should be noted that the
process of erosion of traditional mobilization
institutions is determined not only by scientific
and technical achievements that have led to the
rapid growth of communications but also by the
significant transformation of the social structure
of modern society itself.

This happens under the influence of such
factors as globalization; a change in the techno-
logical structure of the economy; the activities
of transnational corporations; mass migration
processes; and the expansion of LGBT rights.

The processes of weakening the territorial,
professional, and psychological separateness of
various social groups, which began in the 1960s
in the western democratic countries and which
led to the erosion of class and religious identifi-
cation within society, have only deepened today.

As a result, new social groups are entering
the political arena, such as women, ethnic and
sexual minorities; and these largely shape the
agenda of modern states. Having acquired the
form of civil initiatives - informal and mobile
associations of people seeking to solve specific,
local problems, as well as universal human issues
of global development - they firmly fit into the
landscape of modern society.

It is no coincidence that one of the topical
issues today is the problem of gender equality
or women's representation in politics and in
government structures. Currently, most states in
the world have recognized the need to combat
sexism. The UN Convention on the Elimination
of all Forms of Discrimination Against Women
has been ratified by 189 countries.

It seems that women have already achieved
equality at the political level. However, the
figures say the opposite. According to the Inter-
Parliamentary Union (IPU), the average number
of women in parliament around the world today
barely exceeds 23%. In the countries of the
European Union, this indicator is significantly
higher - from 48% (in the Irish Parliament) to
26% (in France) [11].
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In different countries of the world, the situa-
tion with the representation of women is differ-
ent; but in the East, for example, this problem
is really very serious. As a result, in more than
50 countries, particular legal measures are being
taken to introduce special gender quotas or the
statutory representation of women in govern-
ment [12].

Today, under pressure from Western countries,
there is also politicization of the issue of the
rights of LGBT communities [13]. Their position
and rights become an indispensable condition for
“democracy” in evaluating a particular political
regime. The rights of the LGBT community
have already been brought to the level of the
UN international committees on the observance
of human rights.

All this may gradually lead to the fact that, in
the near future, in a number of countries, special
quotas will be introduced for LGBT people to
be represented in government bodies in order
to protect their rights at the political level (this
can be seen from the fact that in 2016 the UN,
in order to enhance the protection of members of
the LGBT community from discrimination, for
the first time in history, the UN appointed a com-
missioner for the rights of homosexual, bisexual
and transgender people) [14].

Equally relevant is the problem of political
participation and representation of various racial,
ethnic, and religious groups in government.

This problem becomes especially relevant
due to global migration processes. The scale of
international migration is impressive. Thus, while
maintaining the current figures (244 million
people -in 2015, 258 million - in 2017) the num-
ber of migrants by the middle of the twenty-first
century will exceed 320 million [15]. This has
already provoked a migration crisis in Europe,
where a flood of refugees and illegal migrants
has rushed from the countries of North Africa,
the Middle East and South Asia.

According to forecasts, the share of the Mus-
lim population of Europe may increase from
4.9% (2016) to 7-14% by 2050 even in the case of
areduction in migration flows [16]. At the same
time, as the evidence from practice has shown,
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the Muslim diasporas do not seek to integrate into
host countries, while maintaining to a high degree
their linguistic and ethno-cultural autonomy.

No wonder, as they grow, the Muslim dias-
poras in the EU countries are gradually gaining
political weight. For the secularized European
states and the ones that preserve Christian nature,
the search for ways to integrate Muslims (both
immigrants and citizens) into the sociocultural
and political space is a serious problem [17].

All these large-scale movements of people
change not only the ethnic and religious land-
scape of the European Union, but also lead to
the erosion of the traditional European values
of democracy and affect the established forms
of political participation.

As a result, a critical attitude is growing in
the world, and in places a rejection of demo-
cratic values. Such sentiments have intensified
against the background of “velvet” revolutions in
Eastern and Central Europe; “color” revolutions
in the post-Soviet space; and the “Arab spring”
in the Muslim countries of the Middle East and
North Africa, where active intervention by the
West was recorded with the aim of reformatting
national political systems under certain universal
standards of democracy.

In turn, such factors as the growth of eco-
nomic, political and cultural influence of China,
the active positioning of Russia on current global

agenda issues, the strengthening of the Islamic
factor in the world, coupled with the mass migra-
tion of Muslims to Europe, etc., lead not only to
a decrease in the influence of the Western model
of democracy, but also to an expansion of the
reciprocal influence on it from non-Western
political systems.

As a result, discussion on the prospects of
democracy has developed on two planes.

According to the first position, the evaluation
of democracies based on the textbook models of
Western democracy is erroneous, and we should
talk about different models of democracy. In
other words, the globalization of democracy
should not proceed in line with the unification
of the political map of the world, but through the
diversification of democracy through the expan-
sion of democratic development options [18].

Proponents of the second point of view raise
the question of the very nature of a democratic
political system from the point of view of its ex-
ceptional effectiveness and legitimacy in terms of
the implementation of citizens' political interests,
and, accordingly, its universality and no alterna-
tive in the context of social development.

All this together determines the need for a sys-
tematic scientific and methodological rethinking
of the paradigms of democracy and its prospects
as the leading model of the socio-political mod-
ernization of society.
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1CKe achIpy YIIIH aTKapbUIaThIH MIHAETTEPI1 erKeH-Ter keIl KapacTeipaabl. MIHIETTEPIH 9p TYpi
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PA3BBUTHUE YEJIOBEYECKOI'O KAIIMTAJIA B YCJIOBUAX IIEPEXOJA
KA3AXCTAHA K UHAYCTPHUU 4.0: HAITPABJIEHUA, JOCTUKEHUA U PUCKU

Jlecss Kaparaesa

AHHoTanus: B nanHOIi cTarbe aBTOP MOIPOOHO pacCMATpPUBACT 3a]1auH, KOTOPhIE HEOOXOIMMO
BBITIOJTHUTHG ISl YCTICITHON peanu3anuu ['ocymapctBenHoi nporpammbl «L{udposoit Kazaxcrany.
PaccmarpuBatorcs HanpaBlieHUs, JOCTHXKEHUS U PUCKH 110 KaXJA0MY U3 BUIOB 3a/1a4.

Knroueswie cnosa: «l{ugposoii Kazaxcmany, cucmema oo6pazosanusi, Yyughposas 2pamomuocno,

uHQbOpMCZL;MOHHble MEeXHONI02UU.

In the next five years, the State Program “Digital
Kazakhstan” intends to digitize virtually all sectors
of the national economy; make the transition to a
digital proactive state; ensure the effective opera-
tion of the country's digital infrastructure; and form
its own innovative ecosystem. In particular, it is
planned that there will be a significant increase in
indicators in such areas as job growth and labor
productivity due to digitalization; and growth in
the share of public services consumed by citizens
in electronic form, etc. [1]. It is obvious that a pre-
requisite for the implementation of the goals and
objectives which have been set is the preparation
of the population for the the way in which life will
now be organized; and the creation of the condi-
tions for the full development of human capital to
meet the demands of the new technological order.

The tasks that are faced today in the context of
preparing the population can be divided into four
components.

First, there is the task of bringing about within
the education system a transformation and adapta-
tion to the requirements of the new technological
structure.

Second, there is the task of increasing the level
of digital literacy of the population.

Third, there is the task of creating the condi-
tions in which the risks of a backlog in terms of
the skills and competencies of Kazakhstani workers
in relation to the development of technologies can
be minimized.
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Fourth, there is the task of training specialists
in the field of information technology and security.

Let’s consider the directions, achievements and
risks for each type of specified directions. Trans-
formation and adaptation to the requirements of
the new technological structure of the education
system is the cornerstone of the efforts made by
the state to ensure the preparation of a new genera-
tion of citizens. Reform of the education system is
done through

- extension of digital tools used in the learning
process;

- revision of approaches to the content of edu-
cational programs and their placement at various
levels of the educational process; and

- automation of education and science manage-
ment.

In all directions, the high rates of development
and the introduction of new mechanisms are being
consolidated. Special attention is being paid to the
secondary sector and, in particular, to equipping ru-
ral schools. Currently, 99% of Kazakhstan’s schools
are connected to the Internet; 47% of schools are
connected to WiFi; but only 62% have access to
broadband [2].

The second task affecting the Kazakhstani edu-
cation system is the revision of approaches to the
content of educational programs and their place-
ment at various levels of the educational process.
Thus, the Ministry of Education and Science of the
Republic of Kazakhstan, taking into account the
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experience of the OECD member-states, began the
introduction of the subject “Information and Com-
munication Technologies" in elementary school.
Before, the subject was introduced into the cur-
riculum when students moved to secondary school;
but now students start to get basic knowledge about
information technologies in elementary school from
Grade 3. At the moment, experts are considering the
feasibility of introducing an academic discipline as
early as Grade 1.

In addition, a complete set of multimedia equip-
ment in schools allows for the integration of digital
interactive content into the educational process. For
example, more than 40 thousand video lectures and
interactive lessons in Kazakh, Russian, and English
have been posted on the internet resource-areas
“Bilimland”, “iTest” and “iMektep” [3]. Kazakh
teachers and students can also use international edu-
cational internet resources adapted to Kazakhstan
realities [4]. The proposed interactive lessons are
focused not only on providing the necessary amount
of knowledge, but also imply the fostering of func-
tional literacy and creative thinking in students.

Over the past six months, there has been an eight-
fold increase in the number of robotics clubs and
classrooms. If at the end of last year there were 372
of them [1], then at the moment such classrooms
operate in more than 3000 educational institutions
[5]. This involves not only the resources of the for-
mal education institutions, but also the possibilities
of the non-formal education structures. So, robotics
classrooms are created not only in schools, but also
in Schoolchildren’s Palaces, on the basis of which a
network of children's technology parks is currently
being created.

The third direction is the automation of the
process of managing education and science and
includes a wide range of mechanisms, most of which
are most successfully used in the system of higher
and postgraduate education, as well as in the field
of scientific research [5]. The key objective of this
direction is to ensure fast access of consumers of
services to all relevant information and, consequent-
ly, the transparency of the activities of structures
operating in the education and science systems.

Despite the recorded positive dynamics of the
digital infrastructure development in the educa-
tion system, it seems logical to draw attention to a
number of emerging risks.
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First, against the background of the moderniza-
tion of the education system, adequate mechanisms
and criteria for assessing impact have not yet been
developed. Reporting contains, as a rule, indicators
of how well educational institutions are provided
with access to broadband internet; multimedia
equipment; and academic disciplines, within the
framework of which instruction is provided in
an interactive format, etc; but these indicators do
not provide an opportunity to assess change in
the quality of education. In 2018, the Ministry of
Education conducted a comparative analysis of
student performance indicators and the number of
interactive lectures which had been downloaded
from Kazakhstan's educational portals. The analysis
showed a direct relationship between performance
and the intensity of use of interactive content [6].
The result is quite to be expected and corresponds to
the concept of digital interactive learning. However,
the question is: how far the factor of subjectivity was
taken into account when teachers assess schoolchil-
dren’s knowledge?

Second, there are risks that in the pursuit of
modernizing education the introduction of interac-
tive methods will become an end.

Third, businesses express dissatisfaction with the
quality of university graduates. In part, the marked
discrepancy between the quality of specialists
graduating from universities and the needs of the
labor market is a consequence of the lack of atten-
tion of the business itself to the process of prepar-
ing specialists - the reason lies in the accelerating
process of the changing requirements for the skills
and competences of specialists.

Next, we turn to increasing the level of digital
literacy among the population. The growing im-
portance of information technology will lead to the
situation where a citizen, not having the skills to use
digital devices, will not be able to use e-government
services or represent their interests in other areas.

It should be recognized that Kazakhstanis in their
daily life actively use the opportunities provided by
digital technologies; and at the consumer level there
is the high potential for adaptation to new condi-
tions. The level of internet penetration in Kazakh-
stan is about 76% and the level of digital literacy
77% [7]. Kazakhstanis actively use the internet via
mobile devices [8]. According to opinion polls,
only 16% of citizens are ready to abandon devices
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in order to make savings and instead Kazakhstanis
are more likely to agree to overtime [9].

However, the presence of internet surfing skills
and social-media accounts does not mean that citi-
zens can use digital signatures, receive government
services in digital format or conduct business based
on smart contracts. The question of the competen-
cies and skills of Kazakhstanis in protecting their
information resources and data from the actions of
cyber attackers remains open.

The objectives this year included the develop-
ment of teaching methods and curricula; the training
of trainers; the development and testing of mecha-
nisms for teaching the population; and an increase by
1.5% of the proportion of the population possessing
the relevant basic skills. Most of the key tasks have
already been resolved; and a digital-literacy educa-
tion campaign started on June 1 [10]. The aim of the
campaign is that every Kazakhstani citizen, regard-
less of where they live, can learn basic competen-
cies; obtain public services; use Open Government
resources; or make online purchases and sales.

Given the importance of the process for the fur-
ther development of a proactive digital state and the
construction of Industry 4.0, it is advisable to take
into account a number of associated risks.

First, the population can ignore the importance
of the issue of expanding their own digital skills.
On the other hand, for those who decide to undergo
training, the issue of training time becomes a prior-
ity. In this context, attention needs to be paid to the
readiness of employers to free up part of the working
time of their workers for training in digital skills.

Second, as society’s dependence on digital
technology grows, threats from cyber-attacks also
increase. Obviously, against the background of the
already announced areas of public education, more
attention should be paid to the protection of their
own information resources and cyber-safety.

Minimizing the risk of professional skills lagging
behind technology development is an issue. At the
same time, the transition to Industry 4.0 substan-
tially increases the risk of professional skills and
competencies lagging behind the development of
technologies. Fulfillment of this risk will lead to
the polarization of the labor market and the growth
of social inequality [11]. In addition, this situation
will have a negative impact on efforts undertaken
in other directions.
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In the short term, the labor market in Kazakh-
stan will maintain a positive trend; but, in the
medium term, the automation and digitalization
of production will create new requirements for the
competencies of professional personnel. Conducted
in conjunction with experts from the Fraunhofer
Institute of Applied Research, as well as experts
from the Swedish mining industry and Nokia, an
analysis of Kazakhstan’s industry showed that
only 20% of manufacturing enterprises and 40%
of mining enterprises have enough technological,
organizational and personnel base for the transition
to Industry 4.0. The lack of qualified personnel was
indicated as one of the limiting factors for other
enterprises [12].

Expert forecasts regarding the state of the Ka-
zakhstan labor market suggest that the expected
growth in labor productivity by 20-30% will lead
to a reduction in the next five years of about 60-80
thousand people working in the basic sectors of the
economy [13]. On the other hand, it is predicted that
by 2022 up to 300,000 new jobs will be created due
to digitalization [14]. At the same time, it is obvi-
ous that the problem cannot be solved within the
framework of simple arithmetic.

The factors that increase or decrease social risks
are the intensity of the labor release process, the speed
of creating new jobs, their geographical location, the
demographic transformation of the labor market,
the willingness of enterprises to invest resources
in retraining their professional staff, etc. Given the
speed of development of new information technolo-
gies as well as their practical application, it is logi-
cal to assume that the process of staff development
should be permanent. In this case, the responsibility
for the retraining of professional staff falls on the
shoulders of the employer. At the same time, the of-
ficial statistics for the previous six years shows that
the share of enterprises' costs on training their own
personnel in the field of information technology is
extremely small; in the main Kazakh enterprises
were oriented towards attracting external special-
ists [15]. At the same time, specialists were mainly
required in the field of cyber defense and system
administration. Under the new conditions, the range
of categories of employees whose skills in working
with information technologies need to be updated
has greatly increased. Tactical decisions can be dif-
ferent, from organizing one’s own innovative labo-
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ratories to concluding agreements with educational
organizations. The creation of Competence Centers
at leading universities in the country was one of the
mechanisms of interaction of educational institutions
with the business environment and the public sector.

We next turn to the training of specialists in the
field of information technology and security. Tran-
sition to Industry 4.0 will require a large number
of not only advanced users capable of managing
automated production, but also specialists directly
in the field of information-communicative technolo-
gies - information systems and information security
system designers, database management system
developers, software developers, etc. To meet the
growing demand for specialists in these sectors, the
state announced an increase in the state educational
order for ICT specialties to 20% of the total number
of all specialties. By 2020, it is planned to produce
at least 25 thousand specialists annually. In addi-
tion, 5 social initiatives voiced by the President of
the Republic of Kazakhstan in March 2018 suggest
that already in the 2018-19 academic year another
20 thousand grants will be allocated to 54 thousand
state grants allocated annually for training Kazakh-
stani youth, 11 thousand of which for bachelor’s
degrees on technical specialties [16]. It is logical
to expect that some of the additionally allocated
grants will be used to train specialists in the field
of information and communication technologies.

In a narrow professional context, the request for
cybersecurity experts is updated.

Already, 85% of all cyber-attacks to the countries
of Central Asia fall on Kazakhstan. According to the
Kaspersky Lab's interactive cyber-attack map, the

number of cyber-attacks on its infrastructure ranks
in the corridor from 16 to 23 in the world rank-
ings [17]. However, the problem is not only in the
intensification of actions taken by the attackers. A
serious challenge is the rapidly changing landscape
of the mechanisms they use.

An analysis of the current situation shows that
Kazakhstan is experiencing an acute shortage of
personnel in the field of cyber security. Out of 93
universities, where ICT specialists are trained,
only seven offer courses in cyber security [18]. At
the same time, against the background of a short-
age of personnel in the field of cyber defense, it is
estimated out of aproximately 32,000 specialists
in 2017, only 543 students with this specialization
were trained by higher-education institutions [19].
In order to eliminate the indicated deficit, an audit
of standards for training specialists in the field of
cyber defense was carried out, as a result of which
it was concluded that it was necessary to introduce
specialties such as information security techniques
into the curriculum. In addition, an agreement has
been reached between the Ministry of Defense and
Aerospace Industry of the Republic of Kazakhstan
and the Ministry of Education and Science of the
Republic of Kazakhstan to increase the number of
trained specialists in the field of cyber security in
the period from 2018 to 2021 to 500 people per
year [19]. The Bolashak program also introduced
cybersecurity specialization for internships abroad.
At the same time, considering the specifics of the
specialty and the speed of changes in this sector, it
seems logical to reconsider the way in which highly-
qualified specialists are trained in universities.
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Abstract. Based on the monetary policy transmission channel within the financial crisis, this
paper constructs a mixed cross-section global vector autoregressive model by using the quarterly
data of thirteen countries which are members of the euro area in the period 2007 to 2017. It exam-
ines the regional asymmetric effects of the monetary policy implemented by the ECB for the eco-
nomic recovery of member countries of the euro area. The results show that: (1) the response-trend
characteristics of the macroeconomic indicators of the member countries in relation to monetary
policy shocks are similar, but there is an obvious heterogeneity in the degree of impact and the re-
sponse period; (2) from the perspective of cumulative response-stability value, financial countries
with developed markets such as Germany and Finland have low stability values. They can digest
the impact of monetary policy shocks. For relatively backward Greece, Ireland, etc., the result is
the opposite; (3) the sensitivity of member countries to long-term interest rate shocks is greater
than the impact on the impact of money supply; (4) under the influence of the European Stability
Mechanism (ESM), the asymmetric effect of monetary policy regions has decreased. This study
helps towards an understanding of the heterogeneity of ECB 's unconventional monetary policy
transmission among member countries; and the positive role of fiscal unions in weakening the
asymmetric effects of monetary policy.

Key words: Unconventional Monetary Policy; Transmission Channel; Regional Effect; MCS-
GVAR model; European Stability Mechanism.
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TAFIAPBICTAH KEMIHIT KE3EHJIETT EOB AKIIA-KPEJUT CASICATBIHBIH
ANMAKTBIK ACHMMETPUSLIBIK OCEPI

JIn lxxna, Yen Jlonrian

Anparna. KapXpUIblK JaFapbic KardalblHIa aKIIa-KpeOuT CasCaTblH TapaTy apHACHIHBIH
Herizinae ockl Kyxkarra 2007-2017 >xeinpapnarsl eypoaiiMakTarbl 13 enfiiH TOKCaH CalbIHFbI
JIepeKTepiH MaiifajgaHa OTHIPbIN, apanac kahaHIBIK KpPOCC-BEKTOPJBIK aBTOPETrPECCUSIIBIK
mozeni Kypacteipbuirad. Mynna EOB iky3ere acelpraH eypoailiMakThlH MYILIE MEMJICKETTEpPiH
HKOHOMUKAJIBIK KAJIIIbIHA KEJTIPY YILIH aKIa-KPEAUTTIK CasiCaThIHbIH aMaKThIK aCUMMETPHUSIIBIK
ocepi 3eprrenreH. Hotwmxkenep kenecini kepceteni: (1) wyme-enaepAiH —akiia-KpeauT
casicaThIHbIH KYH3eJicTepiHe MaKpOIKOHOMHUKAJIBIK KOPCETKIIITEPIHIH jKayan Oepy TpeHATEpiHiH
cunarTamainapsl 6ipaei, Oipak acep eTy A9pe’Keci MEH peaklus Ke3eHIH 1€ alKbIH reTeporeHalTiK
6ap; (2) peakuus TYPaKTbIFBIHBIH >KUBIHTBIK MOHI TYPFBICBIHAH KaparaHnaa, [epmaHus MeH
QOUHISHIUS CUAKTBI JaMbIFaH HaPBIK Kap»Kbl MEMJIEKETTEPIHE TYPAKTUIBIK MOHI TeMeH. Onap
aKlIa-KpeIuT cascaTbIHBIH KYW3EIICTepiHiH acepiH ciHipe anaabl. ['pexus, Upaanaus xoHe T.0.
calbICThIpMalIbl TYpPAE apTTa KallFaH, jKOHE KepiciHIle HOTHXke Kepceryne; (3) y3ak mepsimui
nabI3AbIK KepceTKilTepre OallaHbICThl Kyi3enicTepre Mylle eNfepiAiH Ce3IMTalIbIFbl acepi
aKlla MaccachlHbIH ocepiHeH apThlK; (4) Eypomnanbik Typakranabipy MexaHusMmiHig (ETM)
OCepiHEH aKIIA-KPEAUT CasiCaThbIHbIH OHIpJIepAeri acUMMETPHUSUIBIK ocepi TemeHneai. by
3epTTey Myle enaep apacsliarbl EOB-HBIH aKia-KpeauT cascaTblHbIH JOCTYPIIl €eMeC KOJIMEH
TapajyblH KOHE aKIIa-KPEeJUT CasicCaTbIHbIH aCUMMETPHSUIBIK dcepiIepiH dJcipeTyaeri GucKalIbIK
KOCIMOAAKTAP/IBIH OH POJIiH TYCIHYIre KOMEKTECEe .

Tyitin ce30ep: oacmypni emec aKuia-Kpeoum cascamvl, mapaury aApHAcbl, AUMAaKmulk acep;
MCSGVAR yneici; Eyponansix mypakmanowipy MexaHusmi

PETHMOHAJIbHBIE ACUMMETPHUYHBIE D®®EKTHI JEHEXKHO-KPEIUTHOM
MNOJIMTUKHU ELIB B IOCTKPU3UCHBIN MMEPUO/

JIn lxxkna, Yen Jlonrian

AnHoranus. Ha ocHOBe kaHala mepefadyd JEHEXKHO-KPEJUTHOM IOJUTHKH B YCIOBUSAX
(MHAHCOBOrO KpH3Uca B JAHHOH CTaThe CTPOUTCS II0OajbHas BEKTOPHAs aBTOPETPECCHOHHAs
MOZIESIb CMEIIAHHOTO CEYEHHs C HUCIOJIb30BaHMEM KBapTalbHbIX JaHHBIX 13 cTpaH-4JIeHOB
eBpo30HsI 3a nepuoz ¢ 2007 mo 2017 rr. B Hell paccMaTpuBaroOTCsl pETHOHAJIBHBIE AaCUMMETPUYHbBIE
HOCIECTBUS JICHE)KHO-KPEIUTHON MOMUTHUKH, ocyiuecTBigeMoil EIlB s 3KoHOMHYECKOro
BOCCTAHOBJICHHsI CTPaH-WICHOB €BPO30HBI. Pe3ynprarhl moka3piBatoT, 4To: (1) XapakTepucTUKU
TEHJICHIIMH pearupoBaHUs MAaKPOSKOHOMHUYECKUX IOKa3zaTeNell CTpaH-uiICHOB Ha IOTPSACEHHS
JICHEKHO-KPEJUTHOM MOJUTUKU CXOXKM, HO CYIIECTBYET pa3jinuMe B CTEHNEHH BO3IEHCTBUS
U Tepuose pearupoBaHus; (2) ¢ TOYKM 3pEHHUS COBOKYIIHOTO 3HA4Y€HUs CTaOWJIBHOCTU
pearupoBaHus Y (UHAHCOBBIX CTPaH C Pa3BUTHIMH PbIHKaMHM, TaKUX Kak [ epmanus u Ounnsaaaus,
3HaUYeHUs] CTAOMIBHOCTH HuU3KkHe. OHU MOTYT NepeBapuTh BIMSHHUE IOTPSACEHUM JECHEXKHO-
KpeIUTHON NoauTUKU. [l oTHOcuTenpHO oTcTamomux Ipeuuu, Vpnanauu u T.A. pesyibTar
IPOTHUBOMNOJIOKHBIN; (3) UyBCTBUTEIBHOCTh CTPAH-YJICHOB K JOJTOCPOYHBIM IOTPSICEHUSM B
OTHOLICHUU MPOLIEHTHBIX CTABOK BBIIIE, YEM BIMSHUE HA JICHEKHBIE MAcChl; (4) 1MoJ BIUSHUEM
EBponeiickoro mexanusma crabuiabHoctd (ESM) acummerpuunsiii 3p(heKkT pernoHoB J1eHEeKHO-
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er,HHTHOI;'I IMOJIMTUKHU YMCHBIIHJICA. 9T0 HCCIICAOBAHUC IIOMOTACT IIOHATbL HCOAHOPOAHOCTDH
HeTpaHHHHOHHOﬁ nepcaaiun HeHe)KHo-erHHTHOﬁ IIOJIMTUKH EHB MCXKAY CTpaHaMH-YJICHAMU U
MO3UTHUBHYIO POJIb (1)I/ICKaJ'IBHBIX COI030B B 0CJIa0JIEHUH ACUMMCTPUYHBIX 3(1)(1)6KTOB JCHCXKHO-

erﬂHTHOﬁ IIOJIMTUKH.

Knroueevie cnosa: nempaouyuoHHass OeHEN’CHO-KPEOUMHAs NOAUMUKA, KAHAL nepeoav;
pecuonanvuslil 3¢pgpexm,; Mooeno MCSGVAR; Eeponeiickuti mexanuzm cmaduibHocmu

In August 2007, the U.S. subprime mortgage
crisis swept through the world's major financial
markets. Credit contracted sharply in the euro
area and the real economy declined substantially.
Intending to contain the financial crisis and stim-
ulate a wider economic recovery, the ECB took
a wide range of measures, some of them innova-
tive, especially the adoption of an expansionary
monetary policy implemented mainly by lower-
ing the interest rate of the dominant policy. When
the interest rate fell nearly to zero, the financial
market fell into a "liquidity trap".” Nevertheless,
the European sovereign-debt crisis that erupted
in 2009 paralyzed the continent, which had just
had a chance to breathe. Accordingly, the ECB
further strengthened the implementation of an
unconventional monetary policy. The European
Union Stability Mechanism (ESM),? which came
into effect in October 2012, provides financial
assistance and financial constraints to member
countries facing severe debt crisis through joint
funding from euro area countries, leading them
out of the sovereign-debt crisis while enhancing
the stability of the euro-area financial system. By
the end of 2018, the ECB announced the end of
its quantitative easing policy, but remained loose.

The implementation of an unconventional
monetary policy as a reaction to the financial
crisis has played a positive role in the economic
recovery of the euro area and its member coun-
tries. However, in terms of degree and time,
there is a strong heterogeneity in the transmis-
sion effect among member countries - that is, the
regional asymmetric effect of monetary policy

transmission. The asymmetry of transmission
stems from the inherent contradiction between
the unified monetary policy and the decentral-
ized fiscal policy in the euro area. On January 1,
1999, some EU countries began to implement a
single currency, the euro, and a unified monetary
policy in the euro countries. The ECB has the
characteristics of non-sovereignty and a single
responsibility of stabilizing inflation targets in
the euro area. Fiscal policies are implemented
by the financial authorities of each member
country in accordance with their own economic
conditions and economic objectives. Because of
the imbalance of economic development and the
difference of fiscal policy implementation among
the member countries, the impact of the unified
monetary policy of the ECB has had an asym-
metric effect on the economies of the member
countries of euro area.

By reviewing the literature, this paper at-
tempts to examine the asymmetric effect of
monetary-policy shocks on the economies of
member countries in the context of the financial
crisis; and, moreover, whether this asymmetric
effect has been improved under the launch of the
ESM in 2012. The reasons for the regional effect
will also be briefly analyzed. The approach taken
in the paper is as follows: the first part reviews
and summarizes the main literature on the re-
gional effects of monetary policy at home and
abroad, and gives the main research ideas on this
basis; the second part briefly analyses the ECB's
unconventional monetary policy tools and cor-
responding interest rate transmission mechanism

7 Liquidity trap: A hypothesis put forward by Keynes that when interest rates fall to a point where they cannot be further reduced,
the increase in money supply will not stimulate consumption and expenditure, nor will it affect overall demand.

8 The ESM is funded proportionally by member countries of the euro area, with 80 billion euros of paid-in capital and 620 billion
euros of notified paid-in capital. The main task is to provide financial assistance to member countries under strict conditions and
to improve the ability of recipient countries to raise their own capital from financial markets.
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under the financial crisis, and selects the proxy
variables under the unconventional monetary
policy; the third part establishes the model and
carries on the empirical research; the fourth part
analyses the dynamic impact of monetary policy
on the macroeconomic indicators of member
countries; and the fifth part is the conclusion and
the reasons for the regional differences of a single
monetary policy in the euro area.

Literature Review

Regional Asymmetric Effects of Monetary
Policy, or spatial inconsistency, means that
the formulation and implementation of unified
monetary policy by monetary authorities have
different impacts and effects on regions with
different economic characteristics and operating
cycles. Its research history can be roughly divided
into three stages: The first stage (1950-1980)
is an early study. Scott 's “Regional Impact of
Monetary Policy” (1955) analyzed the lagging
effect of open-market operations from central
New York to other regions. The second stage
(1990-2000) is related to the birth of European
Monetary Union and the euro area. Mundell ‘s
(1961) Optimal Currency Areas (OCA) argued
that the unified currency (Euro) deprives member
countries of exchange rate fluctuation mechanism,
which had caused asymmetric shocks to member
countries. The monetary union needs appropriate
fiscal policy tools to adjust the asymmetric shocks
among member countries. The third stage (after
2000) is the empirical research stage. Scholars
began to try different measurement methods and
continue to improve them. Britton & Whitley
(1997) used the Mundell-Flemming model to
study the output effect of the economy on inter-
est rates. Under the impact of interest rates, the
output effect of Germany is stronger than that
of Britain. A large number of scholars also draw
lessons from Carlino & DeFina (1998) to estab-
lish independent Regional Vector Autoregression
(VAR) Model. For example, Peersman & Smets
(2001) constructed VAR model on the premise
of long-term constraints. Research shows that for
Germany with strong economic strength, the out-
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put effect of monetary policy is higher than that
of Italy and France, but the trend of difference is
declining; Toolsema et al. (2002) empirical study
of six euro area member countries found that
there were significant differences in initial and
long-term responses to monetary policy shocks
among countries, and the differences were long-
term persistence; Rafiq & Mallick (2008) applied
anew VAR identification procedure to study the
impact of monetary policy shocks on the output
of the three major euro area economies (Germany,
France and Italy), and found that monetary policy
transmission in Germany is the most effective.
Chinese scholars Anping Chen (2007),Tongjuan
Cai (2012) and Jialin Hunag(2017) also used VAR
model to verify the regional asymmetric effect of
China's monetary policy.

However, with the deepening of research,
the defects of the VAR model are highlighted.
For the study of more regions, if we construct
independent VAR models, the number of endog-
enous variables in the model will increase and the
estimated results will deviate from reality. Hong
Zhang and Yang Li (2013) used the global vector
autoregressive model (GVAR), which has just
emerged in recent years, to investigate the differ-
ential impact of monetary policy shocks on real
estate in thirty provinces and cities. In addition,
how to integrate monetary policy into a unified
framework is also a major issue. It is unreason-
able for some scholars to embed the generalized
money supply as an endogenous variable in the
unit VAR model. The formulation of monetary
policy is based on the overall economic situation.
If it is regarded as an endogenous variable in a
certain region alone, it is easy to ignore the asym-
metry of monetary policy in the transmission
process. In this regard, Georgios & Georgiadis
(2015) studied the transmission of single mon-
etary policy shocks between different economies
in the euro area. By constructing a global VAR
model, all euro area economies were included,
and the single monetary policy was simulated
as a function of total output growth in the euro
area. On the one hand, considering the fact that
the ECB's monetary policy adjustment is aimed at
the overall economic situation, on the other hand,
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the analytical framework can conduct relatively
independent reviews of various regions (member
countries).

The Vector Autoregression (VAR) model thus
ignores the excessive endogenous variables in
the model, the spillover effect among regions,
and the failure to incorporate monetary policy
into the unified analysis framework. The GVAR
model takes into account the intrinsic relationship
between regions, and can analyze effectively the
response of endogenous variables to monetary
policy shocks and spillover effects among econo-
mies through the "connection matrix". However,
the deficiency of the GVAR model is that mon-
etary policy is added to the regional VAR model,
and the fact that the ECB 's monetary policy
formulation is aimed at the overall economic
situation has not yet been taken into account. For
this reason, we use the research ideas of Georgios
& Georgiadis (2015) for reference, and add the
ECB as a unit parallel to other economies into the
GVAR model to construct a Mixed Cross-Section
GVAR (MCSGVAR) model.

ECB's Monetary Policy Response and
Transmission Channel after the Financial
Crisis

Euro-area monetary policy is regulated by the
ECB. Under normal economic conditions, the
ECB regulates interest rates and total monetary
supply through conventional monetary policy to
achieve the set policy objectives. Specifically, the
ECB mainly regulates the leading refinancing
rate as a signal of monetary policy implementa-
tion. After the international financial crisis, the
ECB has repeatedly lowered its benchmark in-
terest rate (see figure 1). In May 2009, the ECB
lowered its benchmark interest rate to 1%, in June
2014, to 0.15. At the same time, the overnight
lending rate was lowered to 0.4%, and the deposit
rate was lowered to -0.1%. So far, short-term
nominal interest rates in the euro area have fallen
to freezing point, and the central bank has been
unable to cope with the worsening European debt
crisis by adjusting the conventional monetary
policy of the benchmark interest rate. Until the
end of 2017, short-term nominal interest rates
remained near zero.

1
0
1
% My Sy % My Ny My My
@q’\’\’\ @q\\'\ \9\\\ »\\*\,\ .;1«\\'\ '\?J\’»\ ,»b(\'\’\ '{')\\'\ x‘o\'\’\ ';\\'\-\ .\"b\\'\
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Overnight Benchmark Short-term nomi-

lending rate

interest rate
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Fig.1. Euro-area-led refinancing rates, marginal lending facilities and
deposit facilities (Source: ECB)

The short-term benchmark interest rate di-
rectly controlled by the central bank through
traditional monetary policy instruments is usu-
ally not the basis for the decision-making of
economic entities. The real impact on investment

50

and consumption is the long-term interest rate
or other asset prices in the financial market. At
the early stage of the financial crisis, the ECB
reduced the leading refinancing interest rate and
prolonged a refinancing operation to avert the
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crisis. When the nominal interest rate adjustment
approached the zero lower limits, the market fell
into a "liquidity trap". The adjustment of short-
term policy-directed interest rate could not be
transmitted to the yield of medium and long-term
bonds. The central bank could not stimulate the
economy and restrain the deflation by relying
solely on conventional monetary policies such
as ultra-low interest rate. At this time, unconven-
tional monetary policy played an important role
in overcoming the economic crisis and achieving
economic recovery. The ECB adopted a series
of "quantitative"? unconventional monetary
policies called Enhanced Credit Support Policy,
the Securities Markets Programme and Outright
Monetary Transactions (OMT)'® The Enhanced
Credit Support Policy' was implemented after
the bankruptcy of Lehman Brothers in Septem-
ber 2008. With Greece's sovereign debt crisis
evolving into European sovereign debt crisis in
2010, the ECB announced the implementation of
the Securities Markets Programme!? that subse-
quently was replaced by the OMT" in June 2012.
Although there are different implementations
of unconventional monetary policy, they can be
summarized as three types: ultra-long-term low
interest rate forward-looking guidance, adjust-
ing the balance sheet size and structure of the
central bank and inflation expectations.'* The
unconventional monetary policy changes the
market's preference for asset investment through
the above three ways, and then affects the yield of
long-term bonds and repairs the damaged interest
rate transmission channel.

So how does unconventional monetary policy
affect long-term bond yields? Arvind & Annette’s

(2011) research shows that any long-term return
can be decomposed into an expected component
and a risk premium component, and the central
bank can aim to reduce either or both to achieve
its objectives.
1 T—1
L,=— Ezll,t+k +lprt
k=0

(1)
-1
Here, lZEtil,Hk is the expected compo-

k=0

nent. Et l'1 ik is the short-term interest rate from

period ¢+k to period t+k+1 set in the t-period.
-1

— > Eji,represents the average expected
k=0

future short-term interest rate for the future T

period. l‘pﬂ is the risk premium part.

The ECB 's "forward-looking guidance" on
ultra-long-term low interest rates can achieve
the effect of continuously reducing the market
forward short-term interest rate and the expected
component of long-term interest rate. Some
scholars have proved that through the conditional
low-interest-rate forward-looking guidance, the
central bank guides the public's expectations of
future interest-rate policy and interest-rate trend,
which helps to stabilize the short-term and long-
term interest rate expectations of the market, thus
affecting asset prices and real economic activi-
ties (Ueda. 2012; Bernanke & Reinhart, 2004;
Woodford, 2012).

Effect of Fed funds futures changes on pre-
dicted future realized Fed fund rates is a bit less
than 1-for-1 because Fed funds futures rates

?  Relative to the “price-based”’ monetary policy control measures, during the financial crisis, the size of the central banks balance
sheet was adjusted to adjust asset prices, medium- and long-term yields, and money supply.

19 The implementation of OMT coincides with the formal launch of the ESM, if recipient countries fail to meet their promised fiscal
tightening and structural reform measures, the ECB will suspend the purchase of bonds.

11

The Enhanced Credit Support is a combination of policy measures, including Super L-TRO , Fixed Rate Full Allotment,

increased central bank asset purchases, currency swaps, the Collateralized Bond Purchase Plan (CBPP).

12

Securities Markets Programme aims at purchasing government bonds from the secondary market, helping the euro area

government bond market to restore its financing function, so as to ensure the smooth operation of monetary policy transmission

channels.
13

policy objectives are achieved.
14
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OMT refer to the ECB 's commitment to buy government bonds in a fully satisfied manner for eligible euro area countries until

After the financial crisis, the ECB maintained its low interest rate at 2% of its inflation expectation target.
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contain a risk premium (Piazzesi and Swanson,
2008) which varies with the level of short rates
and the business cycle. The risk premium is l‘pr ,
of the above formula. Referring to the research
results of Arvind & Annette (2011), risk premium
includes six types: (1) Duration risk premium. In
QE, when ECB purchased long-duration assets
from the private sector, the market price of the
duration risk decreases. (2) Pre-payment risk
premium. In the MBS market, because of the
expectations for a long-term stable low interest
rate, the private sector tends to advance repay-
ment of relatively high-interest rate mortgages,
which carries a positive risk premium. (3) Default
risk. If QE succeeds in stimulating the economy,
we can expect that the default risk of corpora-
tions will fall. Also, investor risk-aversion may
fall as the economy recovers, implying a lower
default risk premium. Increasing health/capital
in the intermediary sector can further lower risk
premium on default risk. (4) Safety premium.
That is the security premium of zero default
risk bonds. By purchasing the sovereign bonds
of member countries, the ECB can raise their
prices and reduce the security premium as well.
(5) Liquidity premium. QE involves purchasing
long-term securities and paying by increasing
reserve balances which are likely more liquid;
and which will cause a reduction in the price
premium of liquid assets (yield increase). (6)
Inflation Risk Premium. The ECB signaled that
it would maintain its asset purchase plan until
inflation reached its target of 2%. This can be
expected to have a positive effect on nominal
interest rates. To sum up, the ECB asset purchase
plan and inflation-expectation target can affect
the balance of supply and demand in the bond
market to reduce the risk premium in long-term
interest rates.

In the course of the ECB using expansionary
unconventional monetary policy to deal with the
financial crisis, a “forward-looking guidance”
type of unconventional monetary policy can re-

_a10+¢llxlt 1+A10x + A, x i 1+]0x01+111‘x0t  TE;,

where X. i 1s a two-dimensional vector,

; t_(yl o D; ) represents the actual output level
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duce the expected component of the market for
forward interest rates. The "asset-purchase plan"
and "inflation target" types of unconventional
monetary policies can reduce the expected com-
ponent of the forward interest rate. Ultimately,
the long-term bond yield will be reduced, and the
blocked interest-rate transmission mechanism
will be restored to promote economic recovery.
Therefore, after the financial crisis, on the basis
of the short-term interest rate bound by the zero-
lower bound (ZLB), the use of long-term interest
rates to represent the monetary policy under the
financial crisis is more relevant.

Empirical Analysis of Regional Asymmet-
ric Effect

Global VAR model (GVAR) was first intro-
duced by Pesaran (2004). The GVAR model is
an extension of the VAR model. It is a global
model composed of many economies and mainly
used to analyze the economic impact relationship
between different regions. However, consider-
ing that the ECB's monetary policy is aimed at
improving the overall economy of euro area,
this paper refers to the practice of Georgios
& Georgiadis (2015), and adds the ECB as an
independent cross-sectional unit to the GVAR
model in parallel with the economies of euro area,
constructing the MCSGVAR model.

1.1. The Setting of MCSGVAR Model

1.1.1. Constructing VAR models of member
countries

This paper selects thirteen member countries
of euro area for research, which is recorded as
i (i=1,2,3----- 13). The intra-local variable
of each member country is the vector X, with
k +1, the external variable is the vector x w1th
k +1, and the global variable is the Vector Xo;
w1th nX1. Referring the modeling procedure of
GVAR, VARX* model for each member country
is respectively established as follows:

(2)

of the member country i, and D, represents the
price level of the member country i; the two
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variables of xzt =(yzt , pzt)' are obtained by
weighted average of the relevant variables of the
other member countries after the member coun-
try i is removed, for example, y” = 213 W Vi
p,, = Zfl WP W represents the degree of
influence (weight) of the member j country on
the member i country, and 2, . W =Lw i t_O

m, and l}’[ in X, = (m ll’) represent the
global monetary policy variables including
central bank unit; the error term defaults to the
independent and identical distributions that
obey the mean of 0 and the covariance of

ie. & ~lld(02) x Ot

enous, and as for error 1tems in different regions,

1s weakly exog-
they have a weak correlation. a., is a constant
coefficient matrix, and @, is a matrix of lag

term coefficients, /4 and Ail are coefficient

i0
matrices of member countries variables and lag
term, [iO and Ii] are coefficient matrices of

central bank unit variables and lag term.

Oy €or AW,
o € AW
20 1t 1771
0“0 = s®t = aG = ’H =
Q, € AW,

for Al. :(Lki’_Aio) and Bl. :((oil, /1“).
Because of the small sample size, the research
implications of the system model may be limited.
For this reason, we deal with the weak exogenous
of the external variables and global variables, and
make consistent estimation of model parameters.

1.2. Variable selection and data description

Based on the inconsistency of the time when
member countries joined the euro area, this
paper selected the quarterly data of 13 mem-
ber countries that joined the euro area before
the outbreak of the financial crisis as samples,
including Belgium(bel), Germany(germ),
Ireland(ire), Greece(gre), Spain, France(fra),
Italy, Luxembourg(lux), the Netherlands(neth),
Austria(aus), Portugal(por), Slovenia(slo) and
Finland(fin), the sample interval is set from
2007Q1 to 2017Q4 and each series contains 44
observations.
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1.1.2. Constructing VAR model of central
bank unit

The following VAR models are established
for central bank unit:

200~ %o + Po1Z0.-1 +lu0,z 3)

for Z _(x 0,22 *’O,t), and, xz,t:(yz,t’pz,t)’
two Varlables inXx,, reflect the overall economic
situation of euro area.

On the basis of the VARX* model of each
member country and the statistical test of vari-
ables, the co-integration relationship among the
intra-local variables X, , the global variables X,

the intra-local Varlables xl. ;

0 £
and the external

variables x , are determined, and then the vector
error Correctlon model is established. Finally, the
following MCSGVAR system is established by
using the "weight matrix (/)" which connects

the influence relations among member countries:
GX=agtHX, 1., 41X, , +e,

0,t-1

B, 1y I
BW, I I

_| 2" I, = 20 I = 21 4)
BW, I I

In the choice of the intra-local variables, the
real GDP of each member country is used as the
criterion to measure the real output level of each
region (), ), and the price level of each region
;) 1s measured by the Harmonized Consumer
Pr1ce Index (HICP).

In the choice of the global monetary policy
variables, before the international financial crisis,
scholars at home and abroad generally chose
short-term deposit interest rate and money supply
as the agent variables of monetary policy; with
the advent of the financial crisis, conventional
monetary policy has no reference significance
under ultra-low interest rate (0-0.25%) and
unconventional monetary policy has a strong
impact on medium and long-term bonds. This
paper chooses the yield of AAA 10-year Treasury
bonds (/r) and the broad money supply (M2) as
the proxy variables of monetary policy.
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The above data mainly comes from Eurostat,
ECB, World Bank WDI database and OECD
Statistics.

For the preliminary processing of data, we first
consider the seasonal factors and adopt Gensus
X12 method to seasonally adjust the sequence
of related variables."” Secondly, in view of the
possible heteroscedasticity of the sequence, we
take logarithmic processing of the variables after
seasonal adjustments to eliminate the influence
of heteroscedasticity.

1.3. Establishment of weights among member
countries

In the process of constructing external vari-
ables, x: , needs a connection matrix to effec-
tively combine the VARX™* models of member

countries to reflect the degree of economic
interaction among member countries. By comb-
ing the relevant literature, it is found that some
scholars choose the distance between two regions
to represent the connection (weight) matrix, and
some scholars choose the trade flow between the
two regions. Based on the research methods of
Zhang Hong and Li Yang (2014), in order to more
intuitively reflect the economic relevance among
member countries, this paper chooses the average
value of trade flows among member countries
from 2007 to 2017 and weights them,'® that is, w.
(Trade flows from member country j to member
country I / trade flows from member country I
to all countries). The trade weight matrix of 13
countries in euro area, as shown in Table 1:

Table 1. Trade weight matrix among member countries

Cou | bel germ ire gre spain fra italy Tux neth aus por slo fin
bel |— 0.11 026 [0.07 |0.06 |[0.16 [0.08 (028 [0.22 [0.03 [0.04 [0.03 |0.08
germ [0.28 | — 0.22 1027 025 (035 [0.33 [036 |043 [0.65 [0.19 [0.35 (041
ire [0.04 002 |— 0.02 ]0.02 [0.02 [0.01 [0.01 0.02 [0.01 [0.01 [0.00 [0.02
gre |0.01 0.01 0.01 |[— 0.01 0.01 0.02 [0.00 |[0.01 0.01 0.00 [0.01 |0.01
spain [0.04 [0.08 [0.08 |0.08 |— 0.15 |[0.12 [0.02 [0.05 |0.03 |(0.44 |[0.04 |0.06
fra (022 [022 [020 |0.11 028 |— 0.23 [0.19 |(0.14 |0.07 |0.14 |0.10 |O.11
italy [0.07 [0.15 |0.07 |0.26 |[0.15 |[0.16 |— 0.04 [0.07 |0.13 |[0.07 [0.26 |0.09
lux |0.02 |0.01 |0.01 ]0.01 |0.01 0.01 |0.00 |— 0.01 0.00 |0.01 |[0.00 |0.01
neth [0.27 020 |[0.12 |[0.11 0.08 |0.09 |0.00 |[0.06 |— 0.04 |0.07 |0.04 |0.17
aus |0.01 |0.13 |0.01 0.03 |0.02 |0.02 |0.09 |0.01 |0.02 |— 0.01 0.15 |0.03
por |0.01 [0.02 ]0.01 0.01 0.12 ]0.02 ]0.05 |0.01 0.01 |0.01 |— 0.01 0.01
slo |0.01 0.01 |0.00 |0.01 0.00 |0.01 |0.02 |0.00 |0.00 |0.03 |0.00 |— 0.00
fin |0.01 0.02 |0.01 |0.01 0.01 0.01 0.01 |0.00 |0.02 |0.01 0.01 |0.01 |—

1.4. Estimation results of the model

Before estimating the MCSGVAR model,
in order to determine the form of relevant vari-
ables, some necessary tests are needed. First,
we test the unit root of the variables involved in
the VARX" model of each member country. The
results show that the real GDP, HICP and mon-
etary policy proxy variables are stationary after
the first-order difference, i.e., all variables are I
(1) series.!” Second, the Johansen cointegration

test is applied to the relevant variables, trace and
maximum eigenvalue tests are used to determine
the rank of cointegration. The trace test'® is used
in this paper. The results show that the rank of
eight member countries is 2, and the other three to
four cointegration relations. Therefore, according
to the GVAR model, weak exogenous tests are
needed for the external and global variables in
the co-integration relationship (see Table 2). The
results show that the confidence level of 5% is

5 Using Eviews 9.0 to eliminate seasonal effects and more accurately grasp quarterly changes in economic variables.

16

Source of trade flow data among member countries: https://comtrade.un.org/data.

17" Processing software is MATLAB 2014. Unit root test uses Augmented Dickey (ADF) test and Phillips-Perron (PP) test. First,
the horizontal value of P is not significant, and it is a non-stationary sequence. Then, the first-order difference is made. At this time,
there is no time trend term in the autoregressive model, and the sequence is a stationary sequence at 5% significance level.

8 The processing tool is GVAR-Toolbox 2.0. The trace test is superior to the maximum eigenvalue test when the number of samples
is not large and the perturbation term does not obey the normal distribution.
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not significant, that is, the original hypothesis can
hardly be rejected by the external variables and
the global variables in the co-integration model.

They meet the weak exogenous condition, which
indicates that these variables have a long-term
effect on some variables in the model.

Table 2. Weak exogenous test of external and global variables in cointegration model

Cou F test Crit_5% " u d P m Ir
bel F(2,28) 3.34 3.06 2.40 2.13 6.04** 0.48 1.05
germ F(4,19) 2.90 2.06 1.18 1.78 1.17 0.70 0.30
ire F(2,22) 3.44 0.21 0.65 1.03 3.04 0.85 0.81
gre F(3,27) 2.96 2.80 4.07** 1.06 1.78 1.68 0.65
spain F(2,19) 3.52 0.80 0.61 0.78 1.50 0.63 0.14
fra F(2,28) 3.34 1.86 7.82%* 0.56 0.05 1.12 0.07
italy F(2,17) 3.59 2.90 0.15 0.62 2.18 0.78 0.39
lux F(2,23) 3.42 7.51%* 3.39 2.96 3.23 0.24 0.20
neth F(3,24) 3.01 2.98 2.59 2.88 0.18 0.62 0.10
aus F(2,28) 3.34 0.43 1.84 0.35 1.17 0.98 0.21
por | F(426) | 274 0.54 2.16 117 0.90 233 0.70
slo F(2,28) 3.34 2.47 0.49 0.46 0.56 0.44 0.23
fin F(3,18) 3.15 2.40 0.65 1.28 2.13 1.80 0.33

Note: ** represents a significant level confidence of 5%variables do not satisf
p g y
weak exogenous condition.

Based on the completion of the model esti-
mation and correlation test, the eigenvalues of
the intra-local variables all fall in the unit circle,
which shows that the MCSGVAR model is stable.
The following is a dynamic analysis of the model,
which is divided into two steps: (1)Investigate the
impact of monetary policy shock on the economic
activities of member countries, mainly including
the differences between real GDP and HICP's re-
sponse to monetary policy shock among member
countries; (2)The European Stability Mechanism
(ESM) came into effect in October 2012 and so we
divided the timeline into two stages: 2007 Q1-2012
Q4,2012 Q4-2017 Q4, and observed whether the
fiscal constraints of the EU have weakened the re-
gional heterogeneity of the single monetary policy.

Dynamic relationship analysis

In this paper, the generalized impulse response
function (GIRF) is used to further analyze the
dynamic relationship among the unit-model
variables of each member country. GIRF mainly
reflects the dynamic impact of a single standard
deviation variable on other variables. Because
there are many variables in the MCSGVAR
system, it is difficult to determine the order and
constraints of these variables, while GIRF is not
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affected by the number and ranking of variables
in the system model. Next, we use GIRF to ana-
lyze in detail the asymmetric effects of monetary
policy on Euro area economies in the context of
the financial crisis.

4.1. The impact of long-term interest-rate
shock on the economic activities of member
countries

4.1.1. The impulse response of real GDP
growth rate to long-term interest-rate shock

The impulse-response results are shown in
Figure 2 (a) to illustrate the impulse response
of real GDP growth rates to long-term interest
rates in the five member countries of the euro
area. Horizontally, under the impact of the long-
term interest- rate unit-structure information,
the GDP growth rate of each member country
is similar in the reaction trend. From the third
period, the reaction trend is generally shown as:
“rising first, then declining, and then tending
to zero”. However, the long-term interest-rate
shock has a certain time lag on the economic
growth of countries. There are differences in
the maximum response periods of 13 countries
in the euro areas: Belgium, Spain and Portugal
in the first period; Germany and France in the
second period; and other countries in the 1-5
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periods. Longitudinally, there are also obvious
differences in responsiveness: France receives
less shock and does not respond strongly, giving
positive response in the first two periods and
turning negative response in the third period;
Germany, Austria and Finland respond more
strongly to the long-term interest rate shock;
Germany responds positively after giving
negative response in the first period, and has an
oscillation from the ninth period to the negative
response, and finally tends to be stable.

The cumulative impulse response coefficients
of each member country are in the confidence
interval,' which means that the estimation of cu-
mulative impulse response coefficients is effec-
tive. Table 3 describes the cumulative response
of economic variables of 13 euro area countries
to unconventional monetary policy shock. It can
be seen that the maximum cumulative response
periods among member countries are inconsis-
tent. For example, Belgium, Ireland and France
are in the second period, and that of Italy is in
the eighth period, which is much later than that
of other countries. In addition, the maximum
cumulative response values of different countries
are also different, with relatively high Ireland
(-10.6), Portugal (-6.0), Slovenia (-8.0) and lower
Belgium (0.7), France (0.7), Germany (1.7), the
corresponding stability values of countries with
maximum cumulative response value are also
higher. It indirectly reflects the strong economic
strength of core countries such as Germany,
France and Belgium. In the long run, these
countries can better digest the impact of interest
rate shock, while in the weaker economies of the
euro area, the change of GDP is more sensitive to
interest rate shock, and the cumulative impulse
restores stability for a long time.

4.1.2 Impulse response of changes in price
level to long-term interest-rate shock

The long-term interest-rate shock has also
produced a certain degree of asymmetry in the
price level of member countries. As can be seen
from Figure 2(b), the maximum shock response
to the French price level was in the fourth period,
Austria, Portugal, Finland and Germany reached
the maximum response in the first period, and the
overall trend generally showed “first decline and
then rise, then tend to 0". In terms of the degree of
response, for a positive change in long-term inter-
est rates, the maximum response to price changes
in Finland, Austria and Germany is positive and
all above 0.03 percentage points; while the maxi-
mum response to price changes in Portugal and
France is negative and about -0.04 percentage
points or so. In the sixth period member countries
began to experience small fluctuations and in the
11th period they tended to stabilize.

In terms of cumulative response (see Table 3),
the periods of maximum cumulative response of
member countries are not consistent and basically
concentrated in the first five periods. Ireland's
cumulative maximum response is in the eighth
period. The degree of response of price changes
to interest-rate shock is inconsistent. Belgium,
Ireland, Luxembourg, the Netherlands and Fin-
land's cumulative peak responds positively; while
Spain, Greece, Italy and Portugal's peak responds
negatively. In terms of cumulative-response
stability value, Spain and Greece have negative
stability value. In particular, Greece has been hit
hard by the European debt crisis; the domestic
economy has obviously declined, resulting in
deviations in the transmission effect of long-term
interest rates, and they have been eliminating
the impact for a long time; while most member
countries have turned to positive response in the
period of cumulative stability, indicating that
unconventional monetary policy has a positive
effect on the price level in the long run.

9" Confidence interval: 95% asymptotic confidence interval, for the horizontal impulse response function, converges to 0; for the
cumulative impulse response function, the corresponding interval converges to a fixed distance.
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Fig.2. Impulse responses of economic variables of member countries
to long-term interest rate shock
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Table 3. Cumulative impulse responses of economic variables of 13 euro area countries to
the shock of unconventional monetary policy %o

GDP HICP
maximum maximum
response  response peak TeSponse response  response peak fesponse
. stability . stability
period period
bel 2 0.70 0.1 3 0.51 0.2
germ 5 1.70 -0.2 3 -0.61 0.2
ire 2 -10.6 -7 8 1.03 0.9
gre 3 -3.40 -2.6 3 -2.16 -0.6
spain 4 -2.60 -1.8 3 -2.00 -0.4
fra 2 0.70 -0.4 4 1.10 0.8
italy 8 -1.80 -1.2 5 -1.30 0.7
lux 4 4.20 2.4 3 1.00 0.6
neth 3 -2.00 -1.2 2 0.60 0.3
aus 3 -2.36 -1.7 3 -0.90 0.5
por 3 -6.00 -4.6 3 -0.60 0.2
slo 4 -8.00 -6.4 4 -1.30 0.3
fin 3 -2.16 -1.81 2 2.60 2.0

The monetary policy transmission channel
in the context of the financial crisis is mainly
reflected in the impact of unconventional mon-
etary policy represented by long-term interest
rates. For the impact of the adjustment of the
ECB's money supply on the economic activi-
ties of member countries, we will make a brief
analysis below.

4.2. The impact of money-supply shock on the
economic activities of member countries

From the peak of impulse response, the
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sensitivity of economic growth of 13 euro-area
member countries to the impact of money sup-
ply is far lower than that of long-term interest
rates, and its peak value is between 0-2. There
are some differences in the response of member
countries' economic growth to M2 shock. Figure
3 (a) shows that Germany, Belgium and France
had a negative response in the initial stage and
reached the maximum response in the second
stage. It shows that at this point in time, the in-
crease in the money supply led to a decrease in
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their domestic real income?’; and then the nega-
tive response slowed down. Finland and Aus-
tria had a positive response in the initial stage,
peaked in the first period and began to turn to a
smaller negative response in the second period.
Most countries have turned into a more stable
positive response from the fourth period. Overall,
the positive impact of economic growth in core
countries on the impulse response to M2 shock
is weak and this positive impact is short-term,
and then converges to zero quickly.

The response of member countries' price level
to M2 shock is also heterogeneous. For example,
under the impact of a unit structure information
of money supply, the maximum positive response
of price level growth rate in the Netherlands and

0.10%
0.05%
0.00%
-0.05%

-0.10%

-0.15%

-0.20%

1357 911131517192123252729
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Portugal exceeds 0.3 thousand points, while that
in Germany, Finland and France is about 0.1
thousand points, only 1/3 of the former. Figure 3
(b) shows that the impact of money supply has a
great negative impact on the growth rate of prices
in France, the Netherlands and Portugal in the
early stage, and then quickly turns to a positive
impact with a decline and small fluctuation; Ger-
many and Finland only show a small fluctuation
at the beginning, from a negative response to a
positive response and then to zero. The impulse
response function of each member country tends
to be stable after the seventh period. The change
of money supply is effective in the short term and
tends to be zero in the long term.
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Fig.3. Impulse responses of the economic variables of member countries
to money- supply shock

4.3. Testing of regional asymmetric effects
under ESM

As a permanent international financial institu-
tion, the ESM plays a vital role in the member
countries that have fallen into the debt crisis.
While assisting member countries to get out of
the sovereign-debt crisis, it will undoubtedly
have an impact on the transmission effect of

the euro area's monetary policy. To this end, we
choose the maximum response of the actual GDP
of member countries to the shock of unconven-
tional monetary policy, taking the implementa-
tion of the ESM in October 2012 as the time
boundary, the RMAX variance and coefficient
of variation of the two periods of 2007 Q1-2012
Q3 and 2012 Q4-2017 Q4 were compared.

2 Due to the outbreak of the financial crisis and the sharp decline of the economy, the increase of M2 will not only promote
consumption expenditure, but also increase production costs, offset the increase of national income, which is not enough to

stimulate economic growth.
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Firstly, the maximum response value (RMAX)
of GDP to long-term interest rate (Inlr) and the
maximum response value (RMAX) of GDP to
money supply (M2) are calculated, according to
the maximum response variance of each member
country in the two periods, to compare whether
the regional asymmetric effect of monetary
policy is weakened under ESM. Secondly, this
paper also adopts a & test method to analyze
the convergence of regional effects of monetary
policy in the euro area. Here we choose the re-
sponse value of GDP to long-term interest rates
to represent the response of member countries to
monetary policy, in order to judge whether there
is a gradual decrease in regional asymmetry of
monetary policy in the euro area over time, spe-
cific formulas are as follows:

D=a, +a,ttu (%)

where D is the coefficient of variation of im-
pulse response value among member countries,
that is, the ratio of standard deviation of impulse
response value to its mean value, & and a, are
all parameters to be estimated, (¢ is arandom in-
terference term. If @, is negative and significant,
it shows that the regional difference of monetary
policy among member countries tends to reduce
with time, i.e., ., convergence.

It can be seen that the variance of the maxi-
mum response value (RMAX) of GDP to single
monetary policy shock in 2012 Q1-2017Q3 is
smaller than that in 2007-2012 (see Table 5).

Under the shock of long-term interest rate, the
variance of the first stage (3.308) is greater than
the second stage (1.106), and the coefficient of
variation decreases from 0.769 to 0.678; under
the shock of money supply, the variance of the
first stage is 0.244, which is also greater than
0.082 of the second stage, and the coefficient
of variation also decreases from 0.433 to 0.424
which shows no significant change; but in gen-
eral, the asymmetric effect of the second stage
is less than that of the second stage. The fiscal
constraints of the EU weaken the regional het-
erogeneity of the single monetary policy.

At the same time, according to the results
of convergence test (see Table 6), before the
implementation of ESM, the time span coefficient
was positive, which showed that the regional
difference effect of monetary policy did not
decrease with time before 2012. Since then, the
corresponding time span coefficient is negative;
but it has not passed the significance test, indi-
cating that the asymmetry of member countries'
response to long-term interest-rate shocks has a
certain weakening trend. In addition, according
to the variance comparison, it can be seen that
member countries are more sensitive to long-term
interest-rate shock than to money-supply shock.
The interest-rate mechanism of unconventional
monetary policy plays a stronger role: that is, the
economic growth and price changes of member
countries are more affected by long-term inter-
est rates.

Table 5. Maximum impulse response of the quarterly GDP of each member
country to monetary policy in 2007-2012 and 2013-2017.

RMAX %o
2007Q1-2012Q4 2013Q1-2017Q4
In(Ir) In(M2) In(Ir) In(M2)
bel 1.512 0.476 0.677 0.594
germ 1.024 1.228 1.084 1.029
ire 4.747 0.784 2.799 0.814
gre 1.562 0.542 1.793 0.471
spain 7.367 1.728 4.628 0.336
fra 1.272 0.674 0.664 0.468
italy 1.450 1.582 0.822 0.512
lux 1.675 1.659 1.397 1.112
neth 1.996 0.740 1.379 0.117
aus 0.683 0.807 0.556 0.842
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RMAX %o

2007Q1-2012Q4

2013Q1-2017Q4

In(Ir) In(M2) In(Ir) In(M2)
por 2.046 1.906 1.486 0.856
slo 2.849 1.463 1.976 0.742
fin 2.53 1.238 1.914 0.868
varl 3.308 0.244 1.106 0.082
Coefficient of variation 0.769 0.433 0.678 0.424

Table 6. The results of the convergence test.

2007Q1-2012Q4

2013Q1-2017Q4

Dependent variable coefficient Standard error term coefficient Standard error term
a, 0.018™ 0.024 0.023™ 0.021
o, 0.002 0.004 -0.005 0.023
R? 0.128 0.306

Note: ** and *** represent the significant level of 5% and 10% respectively.

Conclusion

Using the sample interval of 13 member coun-
tries from the first quarter of 2007 to the fourth
quarter of 2017, this paper introduces the central
bank unit as a global variable into the model and
establishes the MCSGVAR model. In the selec-
tion of the proxy variables of monetary policy,
most of the existing literature adopts short-term
interest rates or commodity prices. This paper
makes improvements on this and chooses the
yield of 3A 10-year Treasury bonds as the proxy
variable to join the model. On the basis of com-
pleting the model estimation and related tests,
using the GIRF to explore the heterogeneous
effects of the ECB's unified monetary policy on
the economic activities of 13 member countries
in euro area where economic development is
uneven and fiscal policy is different, and whether
the asymmetric effect of each region is reduced
under the EU's fiscal constraints.

The results of the study include: (1) The re-
sponse trend of real GDP growth rate to monetary
policy shock in member countries is basically the
same, but the difference in response intensity is
large. Greece, Spain, Ireland and other countries
are affected by shock with high peak response.
However, in the core countries with strong eco-
nomic strength such as Belgium and France, the
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impact degree is relatively low; and, in the long
run, the cumulative impulse response mof each
country develops towards a stable trend; but there
are significant differences between the stable
period and the stable value.

(2) The impact of long-term interest rate
shock on the economic activities of various coun-
tries is inconsistent and there is a time lag in the
implementation effect. The economic growth and
price changes in Germany, Finland and France
have the fastest response to long-term interest
rate shock. The response direction is roughly
as follows: there is a fluctuation in a very short
period of time, then it tends to be stable and the
cumulative stability value is low, indicating that
these countries have a stronger ability to digest
the impact of shock; while small countries such
as Ireland and Portugal have a higher cumula-
tive stability value, which is more sensitive to
long-term interest rate shock and have a longer
duration of negative impact: they are less able to
digest the impact of interest-rate shock.

(3) The sensitivity of member countries to
long-term interest rate shock is greater than the
sensitivity to the impact of money supply. The
impact of money-supply shock on the price and
output of member countries is not obvious. (4)
Under the launch of the ESM, according to the
variance comparison of RMAX value and O
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convergence test, it is found that the regional
asymmetric effect of ECB's monetary policy
has been weakened. Under the unified monetary
policy in the post-crisis era, it is of theoretical
significance to promote fiscal union.

The asymmetric effect of ECB monetary
policy in the member countries of the euro area
indirectly reflects the unbalanced development
of labor factors, financial market structure and
industrial structure among member countries.
The euro area is facing the reality of large dis-
parities in economic development and incon-
sistent fiscal policies among member countries.
The ECB formulates and implements monetary
policy with the ultimate goal of price stability in
euro area as a whole. It is impossible to formu-

late differentiated monetary policies based on
member countries. The effect of monetary policy
will inevitably lead to regional asymmetry due
to their differences in economic conditions and
fiscal policies of member countries.

This paper holds that in the post-crisis era, on
the basis of optimizing the industrial structure of
each member country, the introduction of fiscal
union and the enforcement of fiscal constraints
at the EU level will play a positive effect on al-
leviating the regional asymmetry of the single
monetary policy in the euro area; and will help
to promote the effective transmission of the ECB
monetary policy and achieve monetary-policy
objectives.
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