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The Impact of Economic Fragility on Ease of Business Environment (Generalized Method of
Moments Approach)

Abstract:
One of the most important macroeconomic goals of countries is to create the necessary
conditions to promote continuous and stable economic growth. The ease of business
environment as one of the most important factors to achieve this goal can be considered.
Economic fragility is one of the main variables affecting the ease of business environment;
Therefore, reducing economic fragility can provide a good way for ease of business
environment. To reduce economic fragility, its components can be examined, the most
important of them are reduction of recession and poverty, prevention of brain drain and labor
force, and balanced economic development. Strengthening these components will lead to the
creation of a suitable environment for a safe investment and business. Therefore, this study
intends to investigate the impact of economic fragility on the ease of business environment
with using the Generalized method of moments (GMM) in selected countries during the period
2019-2006. The results show that the components of economic fragility (economic recession and
poverty, unbalanced economic development and brain drain and labor force) have a negative
and significant impact on the ease of doing business in the selected countries. The results also
show that the variables of financial development and rule of law have a positive and significant
effect on the ease of business environment and the variable of government effectiveness has
not a significant effect on the ease of business environment.
Keywords: fragility of economy, business environment, Generalized Method of Moments
Approach
JEL classification: C23 (F18 Q56
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2. The Uneven Economic Development
3. The Human Flight and Brain Drain
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Table 2: Definition of variables used in the business environment ease model

Source: Research Findings
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Table 3: Test of variance heterogeneity
Source: Research Findings
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Table 5: Granger causality test

Source: Research Findings
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Table 6: Results of unit root test of studied variables
Source: Research Findings
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Table 8: F camer Test results for review of integrated and panel models
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Table 9: Results of estimating the equation of ease of business space
Source: Research Calculations
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