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Firm-specific and macroeconomic determinants of share pricing
of listed firms in Nigeria
Emmanuel Oyasor
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For Citation: Oyasor E., (2025) Firm-specific and macroeconomic determinants of share pricing of listed firms
in Nigeria (in English). Economic Profile, Vol. 20, 1(29), p. 7-20. DOI: https://doi.org/10.52244/ep.2025.29.01

Annotation.Investors are generally concerned about the share prices of listed firms as they depict the
risk-return characteristics of their investments. The study examined firm-specific and macro-economic
determinants of share pricing of listed firms in Nigeria. The study focused the listed consumer goods
firms and data which were extracted from the audited annual report of eighteen (18) firms from 2010
to 2022. Macro-economic data were also obtained from World Bank Database and the Central Bank
of Nigeria statistical bulletin. Two-step System Generalized Method of Moments (GMM) was used to
analyze the data. Findings showed positive effects of dividend payout and leverage, on share prices
at 1% and 5% significant levels respectively. Return on assets and firm growth was found to have had
negative, effect on share prices at 1% and 10% significant level, respectively. Also, money supply had
negative effect at 1% significant level, while crude oil price had positive effect at 10% significant
level. The result further showed that political event had negative effect on share prices at 1%
significant level. The study concluded that firm-specific factors and macro-economic variables
significantly influence share prices of listed consumer goods firms in Nigeria. The study recommended
that potentials investors should monitor the movement of dividend payout, leverage, and return on
asset, firm growth, money supply and crude oil price when making investment decision in the sector.

Introduction as in many other nations, the topic of what
influences a company's share price is perceived
to elicit a variety of responses from various
sources.

Efficient Market Hypothesis (EMH)
holds that when deciding whether to purchase or
sell company stock, logical investors in the
market respond to the information at their
disposal. This information is either market-
related or firm-specific. Factors such as inflation
rate, oil prices, exchange rate, and the gross
domestic product, are macroecnomic varaibles
which could also be regarded as market-related
factors. Firm-specific information includes firm
attributes like firm size, firm age, market/book
value ratio, earnings per share, and dividend per
share, among others (Anderson, 2016; Maku &
Atanda, 2010; Kazeem, 2015; Tripathi & Seth,
2014). The different accounting data that

Researcher and portfolio managers
worldwide have taken notice of the frequent
changes in firms' share prices. Investors, both
individual and institutional, are primarily
concerned with the share prices of listed firms
since they have an impact on the risk and
projected returns of these shares. Business
investment is often positively correlated with
rising company share prices and negatively
correlated with falling company share prices
(Asif, Arif & Akbar, 2016; Erdugon, 2012). In
order to explain share price movements in
different stock markets, numerous researchers
have attempted to use a variety of information
types. For instance, shifts in financial and
economic factors have frequently been used to
explain the behaviors of various stock markets
worldwide (Sudhahar & Raja, 2010). In Nigeria,
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companies present in their financial statements
for a single accounting period are known as
firm-specific characteristics. These data can
convey information about the performance of the
company to different stakeholders.

In addition to firm-specific attributes,
other external factors that may have a significant
impact on share price include government
restrictions, inflation, the money supply, the
exchange rate, GDP growth, political issues, and
so forth. The share price would be vulnerable to
a number of shocks as a result of changes in
macroeconomic factors. The capital market may
perform poorly as a result of macroeconomic
indicators like GDP, inflation, interest rates,
currency rates, and so on having a tendency to be
weak and unstable. Similar to this, a nation's
political climate may likewise influence how its
stock market share prices behave.

The spiral movement in share prices is a
thorough reflection of the intrinsic dynamics and
behavior of shares in emerging markets such as
Nigeria. across recent years, the market has
shown erratic fluctuations that have led to capital
depreciation and returns reductions across
sectors (Adebiyi & Oseni, 2011). The decrease
in business returns has been ascribed to the
company's subpar operations, which have
decreased investor returns and raised the danger
of making such an investment. With a total
market capitalization of & 3.86 trillion, the
consumer goods industry was rated after the
financial services sector in 2017. The sector
came in third place behind the oil and gas and
financial services sectors, with a total market
capitalization of & 2.96 trillion,. It also made up
22.08% of the market capitalization (Proshare,
2018a).

Over time, a number of studies have
been carried out on the factors that influence
share price in Nigeria (Makinde, 2015;
Olowoniyi & Ojenike, 2016; Osisanwo &
Atanda, 2012; Uwaloma, Olowe & Agu, 2012).
However, majority of the studies have either
concentrated on macroeconomic or firm-specific
factors. Since the combination of both variables
may alter the variable's reactions, they neglected

to take into account the combination of both
elements as well as other institutional factors as
potential determinants of share prices. Thus, it is
crucial to look into these aspects because they
have been shown to be significant predictors of
share price in other nations (Irshad, 2017;
Mohammed, 2018; Singh, 2018; Wahyono,
Nugroho & Imron, 2019). This study assesed the
impact of  firm-specific  factors  and
macroeconomic factors on share price of listed
consumer goods firms in Nigeria.

Theoretical Review

Spence's (1973) signaling theory serves
as the foundation for this investigation. The idea
focuses on the accuracy and dependability of
accounting data that a business provides to its
users for use in making investment decisions.
Spence (1973) asserts that a successful company
sets itself apart from a non-performing one by
communicating reliable signal about its
performance to prospective investors and the
capital market. A company's operational
activities produce the signal that tells investors
about the company's prospects. The theory's
argument is pertinent to establishing the impact
of firm-specific factors on share prices as it
maintains that firm-specific characteristics such
as accounting information, send signals to
market that affect majority of investors' decisions
to invest in a company. This choice has an
impact on share prices, which in turn affect the
return that investors receive.

According to this theory, share prices
should rise in response to any accounting data
about the company that points to performance
measures such as reporting of high profit,
dividend payments, increase in size, and growth.
The theory however holds that high leverage
would have opposite effect on share prices.
Based on this theory, this study examined money
supply, exchange rate, interest rate, crude oil
price, dividend payout, return on asset, leverage,
firm size, firm growth, and political events, in
relation to share price.
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Empirical Review

Numerous studies have been carried out
on different factors influencing share price. The
share price has been found to be impacted by
firm size, leverage, return on assets, dividend
payout, and firm growth. Positive effects were
observed by studies such as Mohammed (2017),
Ramji (2017), Rjoub, Civcir, and Resatoglu
(2017), and Sewelén (2017). While some studies
found a negative correlation between firm size
and share prices, others contended that firm size
explained the variation in share prices and that
the greater the market capitalization (firm size)
of the firm, the less the effect of share price
variation on companies’ share price (Akwe,
Garba & Dang, 2018; Heny, Harjum, Winsu &
Robiyanto, 2018). The researchers reported that
because small businesses are typically riskier
than giant corporations, the market value of
equity will decline, giving investors lower
expected returns, that is, the expectation that
they will receive little or no return on their
investment.

Leverage and share price were found to
be positively correlated by Jacob (2017),
Ibrahim and Hussaini (2015), Olowoniyi and
Ojenike (2012), and Snezana and Ivan (2017).
According to the researchers' argument, share
prices rise whenever the percentage of debt
financing rises in tandem with an increase in
equity. On the other hand, leverage and share
price were found to be negatively correlated
(Profilet & Bacon, 2013; Ugwu, Eneh & Uche,
2017). They maintained that because investors
generally dislike highly indebted businesses,
they respond negatively to this information by
lowering their investments in these businesses,
which in turn affects the share price of those
businesses.

According to research by Anwaar
(2016), Enow and Brijlal (2016), and Harahap
(2018), return on assets and share prices are
positively correlated. A higher return on assets
increases demand for a company's shares
because investors are more inclined to invest in
companies with reported high profitability,

according to studies that found return on assets
explained changes in the share price.However,
empirical review (Oliver, 2015; Placido, 2012)
indicate that return on assets and share prices are
negatively correlated. According to the studies,
investors are deterred from funding businesses
with reported low profits or negative earnings.
Consequently, there is less demand for the
company's shares, which lowers the share prices
of those businesses.
Companies' share prices have been found to be
impacted by their growth (Heny et al. 2018;
Mohammed, 2017; Paminto, Djoko, & Sinaga,
2016). According to the studies, a company's
excellent growth will boost investors' confidence
in purchasing its stock, which will raise the share
price. Waheed, Syed, and Qureshi's (2017) study,
however, discovered a negative correlation
between share price and firm growth. They came
to the conclusion that if a company's growth
slows, investors would become less confident
about making investments in it, which will
ultimately lower the company's market value.

Byson (2015), Matoke and Marangu
(2014), Mohammed (2014), Ramji (2017),
Sharma (2011), and Uwalomwa, Olowe, and
Agu (2012) all assert that the dividend payout
ratio and share price are positively correlated.
According to the studies, investors responded
favorably to dividend payments, which made
them more inclined to increase their investments
in the firm. As a result, the high demand would
drive up the share price of the company.
However, according to research by Chelimo and
Kiprop (2017), Heny et al. (2018), and Sewelén
(2017), the dividend payout ratio has no bearing
on a company's share price. According to the
studies, a modest dividend payment might not
have an impact on how investors view the
business.

As for the exchange rate, research by
Barner (2014), lzedonmi and Abdullahi (2011),
Kirui, Wawire, and Onono (2014), and
Wahyono, Nugroho, and Imron (2019) found a
positive correlation between the two. They
contended that when a nation's currency
depreciates against the US dollar, it affects share
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prices in export-oriented nations because larger
export volumes provide more cash flows for
domestic industries, which in turn raise share
values. However, according to research by
Makinde (2015), Malaolu, Ogbuabor, and Orji
(2013), and Obayagbona (2012), share price
fluctuations are not caused by the exchange rate.
The researchers' argument is that a high
exchange rate is likely to inhibit stock market
investment and promote round-tripping.
Research indicates that one of the primary
factors influencing share price is the money
supply (Chittedi, 2015; Ditimi, Sunday, Emma-
Ebere & Onyedikachi, 2018; Rjoub, Civcir, &
Resatoglu, 2017). According to the explanation,
the variable's relevance suggests that any
monetary expansionary policy, or rise in the
money supply, enhances economic agents'
disposable incomes, which in turn raises
aggregate demand. Nonetheless, research by
Adaramola (2013) and Makinde (2015) found
that the money supply has no bearing on share
price fluctuations. They came to the conclusion
that rising inflation and falling stock prices are
caused by expanding the money supply.

According to Mofleh (2011),
Mohammed (2017), Singh (2018), and Wanjala
(2018), the price of oil and shares are positively
correlated. The studies revealed that fluctuations
in share prices are caused by volatility in oil
prices. According to research by Giri and Joshi
(2017) and Harahap (2018), the price of oil and
shares are negatively correlated. According to
the studies, changes in share prices are not
influenced by changes in the price of oil. Share
price has been found to be significantly
influenced by political events (Irshad, 2017;
Magbool, Hameed & Habib, 2018; Nguthi,
2013). According to the studies, political events,
such as elections, send a signal to investors in
any nation as investors will withdraw their
investments during election seasons, due to the
unpredictability of the political climate in those
nations.

10

Methodology

This study adopted the model of Singh
(2018). The model was modified to capture
political events (general elections). Therefore,
the model is re-modified and stated as:

The model is expressed econometrically as
follows:

SPi = Bo + BlsPn.l + BzFS|ZEit + B3D|Vpit +
BsLEVii + PsROA; + BeFGWTHi + BEXGi +
BsMSit + BoINTRit + P1oOLit + PuPOE;i + i

The a priori expectation is as follows; f1>0; B>
0; B4>0; Bs> 0; B7>0; s >0; P10 >0 while Bs, Ps
<0; and Ps<0

The population of this study consist of
all the twenty-one (21) consumer goods firms
that were listed on the Nigerian Exchange Group
as of January 5, 2023. Eighteen (18) firms were
however selected and utilised for this study; the
other three were excluded since the data was not
available.

This study used a panel data estimation
as it accounts for the intrinsic heterogeneity
across cross-sectional units and offers more
information, low multicollinearity, more degrees
of freedom, and superior estimation efficiency, it
outperforms time series and cross-section data
estimation (Baltagi, 2008).

Generalized Method of Moments
(GMM) estimator for dynamic panel data was
used to estimate the dynamic panel data model.
When the number of units (N) is more than the
time period (T), this estimate is suitable.
Instrumental variables (1Vs) are variables that are
orthogonal to the error term in the dynamic panel
data GMM estimator. It can adjust for
measurement error, omitted variable bias, Nickell
bias, simultaneity bias/reverse  causation,
endogeneity problem, heteroscedasticity, and
unobserved individual heterogeneity (Arellano &
Bond, 1991; Blundell & Bond, 1998).

Results and Discussion

Table 1 shows mean value of & 78.34k
(STD. DEV. = & 121.01K) for share prices which
indicates that the variable spread across all the
firms. This means that the data is not distributed
around the mean. The highest and lowest share
prices, respectively, are #1556.00k and #&0.41k
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for Nestlé Nigeria Plc. and McNichols Plc,
Nigeria, while the payout ratio is 0% for some
companies (such as Union Dicon Salt Plc. and
Champion Breweries Plc.) that do not pay
dividends. The payout ratio's mean value is

Table 1: Descriptive Statistics

# 3.21k lower than its standard deviation (STD.
DEV.) of & 1.94k. This suggests that dividend
payments have a broad spread, which differs
among listed corporations and reflects the asset's
riskiness.

Var Obs MEAN STD. DEV. MIN MAX
SP 234 78.34 121.01 0.41 1556.00
FSIZE 234 17.23 2.08 10.96 20.53
DIVP 234 3.21 1.94 0 46.10
LEV 234 44.23 12.8 0 435.17
ROA 234 9.77 16.7 -326.8 47.36
FGWTH 234 13.03 9.84 -173.94 230
EXG 234 110.23 8.33 100 124.49
MS 234 23.2 1.44 21.36 25.45
INTR 234 7.51 3.63 1.07 13.6
OL 234 83.17 28.42 43.81 113.76

Source: Author’s computation, (2025). Notes: STD. DEV., MIN, and MAX imply Standard Deviation,

Minimum Value, and Maximum Value, respectively.

The listed firms use debt financing, as
indicated by the mean leverage value of 44.23;
however, the values vary amongst listed firms,
with the standard deviation showing a greater
value of 12.8. Meanwhile, leverage has a
minimum of 0 and a maximum of 435.17. These

Multicollinearity Test
Table 2: Variance Inflation Factor (VIF)

figures demonstrate that the majority of the
companies are heavily leveraged, while some
have kept low debt-to-equity ratio. The minimum
negative values for ROA and FGWTH are
326.8% and 173.94%, respectively, with
standard deviations of 16.7% and 9.84%.

Var. VIF IVIF
EXG 2.42 0.413
INTR 1.89 0.529
MS 2.19 0.457
POE 2.33 0.429
ROA 2.46 0.407
FSIZE 1.89 0.529
LEV 1.78 0.562
FGWTH 2.17 0.461
oL 1.46 0.685
DIVP 177 0.565
Mean VIF 2.04

Source: Author’s Computation, (2025).

As a result, these figures show that while

some businesses have done poorly, their overall
sales and profitability have been unstable.
Additionally, Table 4.1 demonstrates that the
real effective exchange rate spans from 100 to

124.49, with an average of 110.23. The mean
value of the money supply is 23.2, while the
lowest and maximum values are 21.36 and 25.45,
respectively. Interest rates range from 1.0% to
13.6%, with a mean of 7.51%. The average price
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of crude oil is 83.17, with a range of 43.81 to
113.76. Additionally, it seems that these
macroeconomic factors' standard deviation is
lower than their mean values. This suggests that
shifts in the macroeconomic variables have
equivalent impact on share prices of the
consumer goods that were sampled. In the
meantime, the monetary authority’s
macroeconomic policy actions help to keep the
numbers under control.

For each of the independent variables in
Model Estimation

the model, the VIF and its inverse, also known as
tolerance values, are shown in Table 2. The
general rule is that a variable is extremely
collinear if its VIF is greater than 10 but not
collinear if it is less than 10. Therefore, Table 2
indicates that there is no collinearity because the
VIFs for each independent variable are less than
10. Since the tolerance value of all the variables
in Table 4.3 is above 10, the model is free from
multicollinearity.

Table 3: System Dynamic Panel-Data Estimation Results

Dependent Variable: Share Price

Regressor Coefficient
SP1 -0.5068151***
{0.1094566}
FSIZE 7.69416
{28.36216}
DIVP 21.59041***
{3.236365}
LEV 0.0874354**
{0.0259478}
ROA -0.4753465***
{0.1637141}
FGWTH -0.2749214**
{0.1260418}
EXG -1.985726
{1.692897}
MS -14.79874***
{3.596685}
INTR 6.01411
{3.92842}
oL 0.5273499*
{0.2954425}
POE S77.77797***
{21.12303}
Constant -384.7572
{491.8959}
Model Diagnostics
AR (1) -1.3601
(0.0738)
AR (2) -1.1017
(0.2706)
Sargan statistics 2.48
(0.26)
Wald x? 277.63
(0.000)

Source: Author’s Computation, (2025).



Although the negative sign suggests that
investors price shares downward using past
period information, Table 3 demonstrates that
the one-period lagged value of Share Price (SP)
is significantly related to the contemporaneous
value of SP in accordance with the technical
analysts' prediction. This suggests that technical
indicators, which are functions of past prices,
trading volume, and other past available data,
can represent useful signals for future investment
in share prices. Dividend Payout (DIVP) has a
positive coefficient value of 21.59041 with a p-
value of 0.000, indicating that it is significantly
related to SP; this means that one unit increase in
DIVP is associated with approximately 21.590
units increase in SP, which is consistent with the
theoretical expectation of a positive relationship.
Similarly, Leverage (LEV) has a coefficient of
0.0874354 with a corresponding p-value of
0.050, indicating leverage is positively and
significantly related to SP. All of these findings
support the notion that the model is dynamic.
The result is consistent with the theoretical
expectation of a positive association, meaning
that one unit rise in LEV increases SP by about
0.087 units.

On the other hand, there is significant
correlation between Return on Assets (ROA) and
SP; nevertheless, the coefficient is negative, at
0.4753465, with a p-value of 0.004. This
suggests that there would be a roughly 0.475 unit
drop in SP for every unit gain in ROA. The
outcome does not match the positive link
predicted by theory. In contrast, Firm Growth
(FGWTH) has a substantial relationship with SP,
as seen by its negative coefficient of 0.2749214
and p-value of 0.065.This suggests that there is a
0.275 unit drop in SP for every unit increase in
FGWTH. The outcome does not match the
positive link predicted by theory. Similarly,
Money Supply (MS) shows a negative and
significant relationship with SP, with a
coefficient of 14.79874 and a corresponding p-
value of 0.000. This suggests that for every unit
increase in MS, the SP decreases by about
14.799 units. The outcome is consistent with the
negative association predicted by theory.

Additionally, with a positive coefficient
of 0.527 and a corresponding p-value of 0.074,
the study demonstrated that crude oil price (OL)
had positive relationship with SP. The
relationship was found to significant at 1% level
of significant, as indicated with p-value of 0.074.
According to the report, there is roughly 0.527-
unit rise in SP for every unit increase in OL. The
outcome supports the theoretical prediction of a
favorable connection. Political Event (POE) has
a negative coefficient of 77.78 and a
corresponding p-value of 0.004 when compared
to the significance of the general elections in
2011 and 2015. This implies that there is a
substantial and adverse correlation between SP
and political events. This implies that the SP
would decline by roughly 77.778 units in the
event of a pre-election or election-year event.
The outcome is consistent with the negative
association predicted by theory. Additionally, the
analysis finds no substantial correlation between
share prices, interest rates, exchange rates, and
business size.

In particular, Firm Size (FSIZE) exhibits
a positive and negligible relationship with SP, as
indicated by its coefficient of 7.69416 and p-
value of 0.786. This suggests that there is a about
7.694 unit rise in SP for every unit increase in
FSIZE. The outcome is consistent with the
positive association predicted by theory. With a
p-value of 0.24 and a negative coefficient value
of 1.985726, the Exchange Rate (EXG) does not
significantly correlate with SP. This suggests that
there is a 1.986-unit drop in SP for every unit
rise in EXG. The outcome is consistent with the
negative association predicted by theory. A p-
value of 0.126 and a coefficient value of 6.01411
indicate a positive but non-significant association
between Interest Rate (INTR) and SP. This
suggests that, contrary to the expectation of a
negative connection, a one unit rise in INTR
would translate into a roughly 6.014 unit increase
in SP.

The study uses model diagnostic tests to
assess the validity of the estimates mentioned
above, and the findings indicate that the first-
order autocorrelation (AR 1) null hypothesis is
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rejected at the 10% significance level, while the
second-order autocorrelation (AR 2) is not. In
the meanwhile, the null hypothesis of
overidentifying limitations is not rejected since
the Sargan statistic, which has a coefficient of
2.48, displays a p-value (0.26) that is not
statistically significant. This suggests that the
internal tools utilized to estimate the model are
reliable. The model is statistically significant at
the 1% significance level, according to the Wald
x? coefficient of 277.68 and the p-value that goes
with it.

Discussion of Findings

According to the study's findings, the
lagged value of share prices is significant, which
suggests that it can be used to calculate the
present value of shares that are already in
existence. The negative outcome, however,
implies that investors who are unable to make
accurate  predictions  typically  experience
investment losses. The distribution of dividends
showed a favorable and noteworthy impact on
stock prices. This implies that when investors are
guaranteed consistent cash flow and sizable
future earnings, a rise in the dividend payment
ratio will inevitably lower company risks, which
will raise the market prices of equity shares
significantly. Despite the transaction costs of
reinvesting dividend proceeds or their tax
implications, the study's conclusion is that the
dynamics of dividend payment convey positive
signals about a firm's prospects to market
participants (including current and potential
shareholders). This is in line with the signaling
theory and the findings in the studies of Matoke
and Marangu (2014); Uwalomwa, Olowe, and
Agu (2012), but differs from the negative
outcome reported in the studies of Sewelén
(2017) and Chelimo and Kiprop (2017).

Share prices are significantly and
favorably impacted by leverage. As a result,
highly-levered companies see a surge in share
prices. The results contradict those that
demonstrated a negative correlation between
leverage and share prices (e.g.,, Mohammed,
2017; Ugwu et al.,, 2017; Uwalomwa et al.,
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2012), but are in line withSnezana and Ivan
(2017), and Ramiji (2017). The outcome does not
match  the signaling theory's  negative
anticipation. According to the study's findings,
increased leverage may lead to management's
optimistic expectations of increased future cash
flows, which would raise the market price of the
companies' shares.

The profitability (ROA) of the consumer
goods listed in Nigeria and their share prices
were shown to be negatively and significantly
correlated by the study. This outcome may be
exceptional since a high ROA typically indicates
more business profitability, which raises a
company's share price. According to Menaje
(2012) and Harahap (2018), return on assets
tends to decrease when net income stays the
same but assets rise, so return on assets may not
always result in an increase in the firms' net
income. The results of this study differ from
those of Anwaar (2016), Uwalomwa, Olowe, and
Agu (2012), and Snezana and Ivan (2017), who
demonstrated that return on assets had a
favorable impact on share price market value.
The share prices of the chosen consumer items
are significantly and negatively impacted by the
firms' growth. This differs with Mohammed's
(2017) study, which found a positive correlation
with share prices, but it is consistent with the
findings of Shabrina (2015), Waheed, Syed, and
Qureshi (2017), and Paminto, Djoko, and Sinaga
(2016). The inverse impact of firms’ growth on
share prices might have resulted from
overtrading. That is it could be that some firms
were expanding too quickly with little resources.

The share prices of listed companies that
produce consumer goods are significantly
impacted negatively by the money supply (MS).
According to the findings, expanding the money
supply may lead to inflation and raise its
uncertainty, which would have a detrimental
effect on share prices. Additionally, a rise in the
money supply could result in a risk premium,
which would lower equity prices. It agrees with
the arbitrage asset pricing theory and the
investigations of Nabila (2015) and Nathani et al.
(2015). The position of this study is that
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monetary expansion, which is very inflationary
in Nigeria, may have a negative impact on share
prices. This suggests that, as predicted by Ross
(1976)’s arbitrage price theory, the expected
return of a company's shares is defined by
sensitive changes in numerous macroeconomic
factors.

The study found a positive and

significant relationship between Crude Oil (OL)
and share prices, indicating that a sharp rise in
OL prices stimulates share prices. This is not
surprising, as the Nigerian economy, in which
consumer goods companies operate, is heavily
dependent on oil exports, meaning that investors
are sensitive to changes in oil prices. It also
supports Ross's (1976) arbitrage price theory and
the positive findings of Adaramola (2011) and
Wanjala (2018), but it differs from Harahap's
(2018) negative findings.
The findings of Magbool, Hameed, and Habib
(2018) and Osuala, Onoh, and Nwansi (2018)
indicate that the share prices of listed firms are
negatively and significantly impacted by
Political Events (POE) measured with the
significance of the period of the 2011 and 2015
general elections. The findings show that the
uncertainty of major political events, such as
elections, can change the behavior of domestic
and foreign investors in financial markets, thus
influencing the share prices of listed firms.
Therefore, the news of political tension tends to
make risk-averse investors pull out.

The study also found evidence that the
interest rate (INTR), exchange rate (EXG), and
firm size (FSIZE) have non-significant effects on
share prices. The study found that the firm size
has positive but insignificant effect on share
price, suggesting that growing a firm's size does
not always ensure high returns or the safety of
shareholders' investments. The finding of this
study is consistent with Abdullahi, Lawal, and
Etudaiye-Muhtar (2011) which reported positive
impact of firm size on share price. However, the
result in conflict with the report Ibrahim and
Hussani (2015) that negative relationship was
discovered between firm size and share price.
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Conclusion and Recommendations

Using the system GMM estimator, this
study examined factors affected the share price
of Nigerian listed consumer goods companies
between 2010 and 2022. Based on the findings,
the study concludes maximiation returns with
minimum risk entails consideration of a number
of factors including dividend payout, leverage,
return on asset, firm growth, money supply,
crude oil price, and political events.

The study advised prospective investors
to consider factors like money supply, leverage,
return on asset, company growth, dividend
payout, and crude oil price, while making
investment decisions in the consumer goods
sector. Additionally, management of the firms
should make sure that dividends are paid on a
regular basis because this will always lower the
business risks of their companies. This is to
reassure investors of consistent cash flow and
high future profits, which will raise the
company's market value significantly.

Also, government should implement a
consistent policy strategy and maintain a steady
money supply through monetary policy in order
to collect excess public funds that could be
invested in the capital market to support
substantial economic growth. In order to avoid
losing their money, investors are also encouraged
to use prudence while purchasing stock in
consumer products companies during times of
political unpredictability, such as general
elections. Lastly, in order to facilitate a seamless
transfer of political power inside the nation, the
Nigerian government should make sure that a
fully functional democratic framework (rule of
law) is established. This will significantly lessen
the political unrest that is linked to Nigerian
elections and the customary share sell-off that
marked the election season.
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Summary

Regional development is the main vector of
the state's regional economic policy. Policies
aimed at stimulating economic activity in a
specific region of the country are always
important. As a rule, the object of regional
policy is economically backward compared to its
neighboring territories.

After Georgia gained independence, regional
economic policy was implemented on various

scales and using various instruments. However,
due to the political and economic processes
developing in the country in the first decade,
these efforts were minimal. The paper discusses
in detail the specifics of the formation of gross
domestic product and regional characteristics in
Georgia, and analyzes the contribution of regions
to GDP generation. The differentiation of regions
according to types of economic activity and the
difficulties caused by the asymmetric
development of regions are presented.
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The irrational and asymmetrical distribution of resources among regions is the main condition for the
weakening of the country. This is reflected in development inequalities and socio-economic problems.
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GDP per capita of Georgian regions (base prices, thousand GEL)
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The joint efforts of the regions in terms of
integrating labor, financial, and natural resources
will contribute to solving the problems of
regional economic development. It is necessary
to develop standards for territorial economic
development strategies, a unified methodology,
tools, and performance indicators for the
strategic planning process. This requires the
implementation  of legislative and other
regulatory and normative changes. It is
necessary to conduct regular analysis of regional
opportunities, the resulting rankings of which
will allow us to assess investment attractiveness
and identify challenges.
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PmO@d0l 358396909e0L ImGol 3538060
5 BOPIMOdGDY 500 253egbols Fglobgd
33939035 2565300mds bbgzoolbgs dm-

9900l 999abo.

930bmdozmmo  BOHs  LemEoswr®
3b™36M9d5Dg 9608369 m3zs60 293egbsL
Sbgbl, 29b6Ls3MmGgdom 3o gdmliog-
qd0L 25obsfogdsby. sdol F99yg-
00 990dwgds Mo bbgoolibgs mgme0vy-

o bgz00 50blbs:
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3MBbgEol 303mmgHBs — 93mbMB03v-
60 35630056900l Lofigol 9Bs3by Moms-
BoLMOMdS 0BMHYGds, d3s 99dama
UGHOOOEMMEIOS S F3060©IOS, Mg Lo-
©M0d0L EMbOL 3¢0gdsl MHgmdL bgenls.

5@ 9MbsGH0Mwo 303mmgbs — bsfgol
9G93%9 93mbmozmemo bBeMs 5930690
965LFOMOIBS S LOWIMOBdYL, Togasd
dm2309690000 MMbLHMOMdS obgg 0%b-
6905, M3 BLOWIMOdOL BOIL 0f)393L.

09MM0ME0 IMmEIEgdo s 9830600~
w0 doabgdgdo sB3969dL, MM 53 M-
009OMMdIIL  Jgodegds  bbgoslibgs
9399699300 956Lb39390ME0 FmMIs 3Jmb-
QL.

96m-gohomo  3609369¢m3zs60  dmg-
05 dEmyobombols (2004) dog® d9dds-

39990 Lsd3Mmbgol  (Lowsod]--
DOH-bILHMOMOOL  Lod3Mmbgo)
dm@9yo, MOmdgeroz  930bm3o3mem

DL,  T9mbogzergdol  AsbsHogdsls
@5 LoEIMOdgL MOl MO0 YMH01353-
domb 5B396900.

0M060mbols Imgerols dobgzom:

bMs (dosbo dos 3OM©MIEHOL

beMs) Fgodergds d9930MHEIL, v

20365LFOMdS 0DMHYds.

m056sLHOMDS Q93 gbsL SbgbL T9-
b3 gd0ol 49650 gdsBg s Lows-
000L EMbybyY.

Loeo®odg  dgodewrgds 9930l
dbmemE 95306, 0y 93mbmdozmemo
DO 0565065 boffoergds.
50935605, gl ImYwo dommOmMYoL,

6Mmd 93mbmdozmemo DML Jgogagdol

3MLHMM0  gobsfoergdols  d9dmbggzsdo,

DM Fgbsdwms  MmbILHMO™dOL
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050 BoJBHMO0m: 930bmdozmemo
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3BsLHOMOY, 56 dobo obsffogds o
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o3 359mboEo3l dmbobergmdol Bogmom
3990bo3wgdls s 93mbmdozme Mol

3583969090l (Gemgm®s fqlbo, 3d3).

01MH2mbombol byd3mbgo

93063037960 BEHES

399mbsgemol
2SbsLGMdS

bowsG0dY

09o6m: Bourguignon, 2004.

58 3ol dobg3z0m, 39630msMg-
d0LmM30L 9Y30WYdGE0s SO TbMEME
930bm303MM0 DM, 3MsdgE dgdmlog-
3obsfogdsg.
930bm3039M0 BM©s s F9dmbogegdol

@qdol  LYFIOOWOSBO

M05bsLHMOMOOL  (3300gds s6> Tbm-
WOE GICIIILO BoJH™OYo0s, Mg
dom MmOl MOP0YOHNJIGI0S gbLOB-
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9BIJHOOBL.
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GMbgmo. 9du3gmGms YBGOOm, 50bodbv)-
0 30MHOMIPIQ 39530060900 0Ym
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MHMdS 936™ 353306 30.
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6900 9303530060l IMBobrgmdol fjo-
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60dbogl, ®md 2023 (gl momddol 94.6
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Summary
Economic  growth, inequality and
poverty are closely linked. Although

economic growth can contribute to the
increase in general well-being, increasing
inequality often reduces the effectiveness of
economic progress and increases the level of

poverty.
The triangle model (poverty-growth-
inequality  triangle) developed by

Bourguignon (2004) remains one of the most
important theories in the analysis of
developing economies. Its main advantage is
the understanding of the interaction of
growth and inequality as a determining
factor in the dynamics of poverty. Economic
growth is not enough to eliminate poverty if
it is not evenly distributed. However, critics
emphasize that the analysis of global poverty
needs to take into account more complex
factors, including the impact of education,
financial stability, and economic cycles.

The Bourguignon Triangle model shows
that poverty reduction is possible only when
economic growth is distributed evenly across
the population. Accordingly, economic
policies should focus on the equitable
distribution of income in order to achieve
sustainable socio-economic development.

Reducing inequality and properly
conducting socio-economic policies can be
key factors in ensuring sustainable
development. Governments should

39

implement policies that promote inclusive
economic growth and reduce social
inequality in order to create more sustainable
and just societies.

The highest rates of economic growth are
observed in relatively less developed
countries (Michalek & Podolak, 2004). The
countries that recorded economic growth of
more than 100 percent belong to the Eastern
European countries that had low GDP per
capita before joining the European Union.
These countries are: Romania, Lithuania,
Bulgaria, Latvia, Slovakia, Estonia.
According to experts, this was mainly related
to cheap labor and a low initial economic
position. On the other hand, the lowest GDP
growth rates were observed in the countries
of Southern Europe: Cyprus, Italy, Spain,
Portugal, France and the United Kingdom.

Regional  differences in  income
inequality are not as clear as the rate of GDP
growth. Interestingly, the highest levels of
inequality were observed in both countries
with strong and weak economic growth. In
2015, the highest income inequality ratio was
recorded in Romania (8.3), followed by
Lithuania (7.5), Bulgaria (7.1), Spain (6.9),
Latvia and Greece (both 6.5), Estonia (6.2),
Portugal (6.0) and Italy (5.8) (Verwiebe,
2024).

The lowest levels of inequality were
recorded in the Czech Republic and Slovakia
(both 3.5), Finland and Slovenia (3.6), as
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well as Belgium, the Netherlands and
Sweden (3.8). It is noteworthy that Slovakia
has simultaneously recorded both high
economic growth and the lowest income
inequality in the European Union.

The share of the EU population living
below the poverty line is alarming, as it has
been on an increasing trend. In 2009, this
figure was 16.4 percent, and in 2023 it
increased to 21 percent. This means that in
2023, almost 94.6 million EU citizens were
at risk of poverty (Eurostat, 2024).

It is noteworthy that the goal of the
"Europe 2020" strategy was to reduce this
number by 20 million between 2010 and
2020, however, in reality, the number of
people living in poverty has increased.

The most problematic countries are those
with high levels of inequality. According to
2022 data, countries where at least 18
percent of the population lives below the
poverty line include: Bulgaria (22.6%),
Romania (23.4%), Greece (26.3%), Latvia
(19.8%), Lithuania (19.3%), Estonia
(18.6%). Income inequality is particularly
high in these countries. For example, in
Bulgaria in 2022 the Gini coefficient was
0.40, and in Romania - 0.38 (Fleck, 2024).
In Georgia, the poverty rate has decreased
over the past decade. The absolute poverty
rate fell from 26.2% in 2013 to 15.6% in
2022. However, the relative poverty rate has
remained stable and amounted to 19.8% in
2019-2023. It is worth noting that income
inequality in Georgia is quite high. The Gini
coefficient averaged 0.40 in 2013-2022,
which means that income inequality is one
of the highest in the region. According to
these data, Georgia is among the countries
where problems of poverty and income
inequality are observed (Bakradze et al.,
2023).

The poverty-growth-inequality triangle

40

model developed by Bourguignon (2004)
remains one of the most important theories in
the analysis of developing economies. Its
main advantage is its understanding of the
interaction between growth and inequality as
a determinant of poverty dynamics.
Economic growth is not sufficient to
eradicate poverty if it is not distributed
equitably. However, critics emphasize that
the analysis of global poverty needs to take
into account more complex factors, including
the impact of education, financial stability
and economic cycles. Reducing inequality
and properly conducting socio-economic
policies can be key factors in ensuring
sustainable  development.  Governments
should implement policies that promote
inclusive economic growth and reduce social
inequality in order to create more sustainable
and just societies.
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Summary implementation of digital marketing strategies,

This article explores the opportunities and  which have enabled businesses to expand into
challenges of digital transformation for small  international markets and increase sales.

and medium-sized enterprises (SMES) in This article emphasizes the role of internet

Georgia, comparing them with the experiences  marketing in the digital transformation process.

of European countries. The use of social media platforms, SEO

The article analyzes digital development  strategies, and email marketing not only helps
trends among Georgian SMEs, presenting  businesses identify customer segments but also
research data and case studies that highlight  enables continuous engagement with them.
successful digital strategy implementations. In conclusion, the article underscores the need
The study employs a mixed-methods approach,  for government support in developing a robust
incorporating a literature review as well as  digital ecosystem, including financial subsidies

guantitative and qualitative research methods. and the promotion of technological education. It
A 2024 survey of 150 SME representatives in ~ also highlights the importance of leveraging
Georgia reveals that the adoption of digital  international —experience, which can help
technologies remains relatively low, though a  Georgian small and medium-sized enterprises
growing trend is evident. (SMEs) successfully position themselves in both
Key barriers include limited financial resources,  local and global markets.
a lack of digital skills, and infrastructure Thus, digital transformation remains a crucial
constraints. opportunity for the economic development of
Examples from European countriess—  Georgian businesses, with its successful
particularly those in the Nordic region—  implementation depending on strategic decision-

demonstrate that the strategic integration of  making and business readiness.
digital technologies into business operations
significantly ~ enhances  productivity  and Reference:

competitiveness. 1. Nikolashvili, G. (2022). Challenges of
For instance, in Denmark and Sweden, over Digital Transformation in Georgia. Thilisi:

80% of SMEs utilize ERP and CRM systems, Institute of Economic Research.

leading to improved operational efficiency and 2. Kvantaliani, I. (2021). Digital Strategies of

higher-quality customer service. Small and Medium-Sized Businesses.
The cases examined in the Georgian context Thilisi: University of Georgia.

highlight successful initiatives, such as the 3. National Statistical Office of Georgia.

creation of online commerce platforms and the (2023). Trends in the Digital Economy.
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Abstract. This study examines the impact of innovative financing mechanisms on economic growth in Nigeria,
focusing on crowdfunding, public-private partnerships, venture capital investments, remittances, and foreign
direct investment, alongside key macroeconomic variables such as trade openness, interest rate, and exchange
rate. Using annual data from 1990 to 2023 and employing the Autoregressive Distributed Lag (ARDL) model,
the study captures both the short-run and long-run dynamics between these financing mechanisms and economic
growth. Findings reveal that crowdfunding has a significant positive impact on economic growth in both the
short and long run, underscoring its growing importance as an alternative financing source that enhances
entrepreneurial activity and capital formation. Conversely, public-private partnerships exhibit a significant
negative effect on economic growth, highlighting the institutional, regulatory, and operational challenges that
undermine their effectiveness in Nigeria. Exchange rate volatility significantly hampers economic growth,
emphasizing the importance of exchange rate stability in fostering investor confidence and macroeconomic
stability. Interest rates show a positive influence, suggesting that effective monetary policy can support economic
growth. Remittances demonstrate limited long-run impact, largely due to their predominant use for consumption
rather than productive investment. Foreign direct investment and venture capital investments do not exhibit
significant long-run effects, underscoring the need for reforms that enhance the investment climate and foster
linkages between foreign investors, domestic enterprises, and innovation ecosystems. The study recommends
targeted policy actions to enhance the efficiency of innovative financing mechanisms, strengthen institutional
frameworks, and promote financial innovation to maximize their developmental impact on Nigeria's economic
growth.

Introduction corporate venture capital drive economic
Sustainable economic growth stands as the  development by expanding financial access
primary focus for both government officials and enabling investments and supporting
and academics throughout developing entrepreneurship (Ozili, Ademiju, & Rachid,
economies including Nigeria. Modern  2022; Sethi & Manocha, 2023). Nigeria
economic discussions have increasingly  requires non-traditional financing methods
focused on implementing new financing now more than ever since it faces unstable
approaches as a significant development. oil price markets and restricted fiscal
Multiple financial innovations such as  capabilities and insufficient infrastructure
fintech and equity crowdfunding and  (Arotile, 2022; Oyadeyi, 2024).
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The development of innovative financing
approaches represents an essential solution
to fund shortages because small and
medium-sized enterprises act as economic
growth engines in Nigeria. The traditional
financial service barriers prevent SMEs from
accessing resources needed to create jobs
and boost GDP even though these businesses
drive substantial economic growth (Arotile
2022; Gibbons 2022). The financial
technology industry has reshaped traditional
credit and investment channels through its
emergence as new alternative platforms. The
digital lending platforms together with
mobile banking services enhance financial
access thus promoting economic growth and
financial inclusion through their expanded
services (Oyadeyi, 2024; Zhou, Zhu, & Luo,
2022). The adoption of fintech platforms
demonstrates its  ability to  impact
macroeconomic results including GDP
expansion and income equality patterns
(Sethi & Manocha, 2023).

Equity  crowdfunding  represents an
important mechanism to gather resources
which supports both new entrepreneurial
businesses and infrastructure development
projects. Traditional funding approaches
differ from crowdfunding because it enables
numerous investors to join forces and fund
projects through this method (Yasar, 2021;
Gibbons, 2022). The mechanism holds
strong importance for Nigeria because its
many potential entrepreneurs face restricted
access to formal financial institutions.
Through equity crowdfunding investors
receive essential funding as well as market
verification of projects that leads to
additional  investment and  economic
expansion (Gibbons, 2022; Hegeman &
Sgrheim, 2021).

Corporate venture capital (CVC) stands as
an essential part of innovative financial
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mechanisms. Through CVC established
corporations gain access to promising
startups mainly from cleantech and fintech
sectors (Hegeman & Sgrheim, 2021,
Qamruzzaman et al.,, 2021). Organization
investments in technology bring forth faster
development of new methods while boosting
operational efficiency which leads to
sustained national economic expansion. The
partnership between corporates and startups
promotes essential elements for sustaining
digital economy growth by enabling
knowledge exchange and innovation
distribution (Zhou, Zhu, & Luo, 2022;
Oyadeyi, 2024).

Economic growth shows a direct relationship
with financial inclusion that is made possible
through innovative financing approaches.
Ozili, Ademiju, and Rachid (2022) show that

financial  inclusion  boosts  economic
participation because it gives marginalized
people access to financial services.
Individuals who gain access through
financial inclusion can invest their funds into
education and healthcare and

entrepreneurship because these factors drive
economic development (Nizam et al., 2020;
Oyadeyi, 2024). Financial participation
growth produces multiple economic effects
that boost productivity and employment
while raising life quality standards to support
long-term economic expansion.

The support for green growth emerges from
fintech innovations as they develop green
financial initiatives. Zhou, Zhu, and Luo
(2022) show that fintech platforms facilitate
the financial capital movement to
environmental projects that link sustainable
development with economic growth. The
study maintains heightened importance to
Nigeria because its oil-based economy leads
to environmental complications. The
implementation of fintech technology by
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Nigeria will lead to sustainable growth and
eco-friendly economic development (Attah
et al., 2024; Oyadeyi, 2024).

Financial mechanisms that bring innovative
solutions create enduring economic value
beyond their immediate financial benefits.
These essential strategic mechanisms have
established vital positions for decreasing
poverty levels while creating human capital
resources. Financial system technologies as
described by Zameer et al. (2020) enhance
how poverty alleviation resources reach their
intended targets. Qamruzzaman et al. (2021)
along with other researchers demonstrate
how financial innovation establishes a dual
relationship ~ between  human  capital
development and economic growth which
requires complete economic planning
systems.

This paper investigates through empirical
methods the relationship between innovative
financing methods and Nigerian economic
development using time series data. The
obtained results will guide both policy
choices and strategic economic planning
initiatives. A thorough Literature Review
section follows the paper structure before
introducing the subsequent sections. The
paper then proceeds to the Methodology
segment that explains the research design
together with data sources and econometric
analysis techniques. The Empirical Result
section describes the analysis findings and
the Discussion of Findings examines these
results through the lens of existing literature
and Nigeria’s economic conditions. The
final section of this document provides
actionable policy solutions which utilize
innovative financing approaches to build
sustainable economic growth in Nigeria.
Literature Review

Theoretical Foundation

The study bases its foundation on Joseph
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Schumpeter's (1934) Schumpeterian Theory
of Economic Development. According to
this theory innovation stands as the essential
force which powers economic development.
Schumpeter maintains that entrepreneurial
operations backed by financial institutions
create new forms of products and processes
and financing approaches which break up
established markets to drive economic
development (Qamruzzaman et al., 2021,
Oyadeyi, 2024). Financial institutions along
with innovative financing mechanisms are
necessary  to  supply  capital  for
entrepreneurial ~ ventures  which create
economic structural changes through these
developments. Such financing mechanisms
hold special importance in Nigeria's
developing economy since traditional
financing proves insufficient (Arotile 2022;
Gibbons 2022).

This theory demonstrates how economic

growth is enhanced through innovative
financing methods that include fintech
adoption combined with equity

crowdfunding and corporate venture capital
investments. Fintech innovations create
expanded financial opportunities that help
Nigerian SMEs  and entrepreneurs
(significant GDP  contributors)  obtain
funding beyond traditional banking systems
according to Ozili, Ademiju, & Rachid
(2022) and Sethi & Manocha (2023). Digital
lending platforms together with mobile
banking services serve as essential tools for
increasing financial inclusion and boosting
investment which supports broader economic

activities (Zhou, Zhu, & Luo, 2022;
Oyadeyi, 2024).
Equity crowdfunding stands as a

fundamental component that provides equal
opportunities for various investors to support
projects through limited funding areas
(Yasar, 2021; Gibbons, 2022). The
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mechanism enables entrepreneurial activities
while  promoting  business  expansion
together with technological advancement.
CVC investments enable innovation through
their  capability to unite established
corporations with startups while sharing
knowledge which drives productivity
improvement (Hegeman & Sgrheim 2021,
Qamruzzaman et al. 2021). The investments
serve as vital elements for the development
of Nigeria's fintech and cleantech sectors
because technological progress enhances
long-term economic growth (Zhou, Zhu, &
Luo, 2022).

The theory demonstrates how financial
inclusion works as a key factor for economic
growth. Through innovative financing
methods that lower financial service
restrictions the economy expands with more
active participants which produces better
productivity and generates new employment
opportunities (Ozili, Ademiju, & Rachid,
2022; Nizam et al., 2020). The formal
financial sector integrates underserved
populations through Fintech platforms which
leads to economic development. Financial
innovations and entrepreneurial activities
together drive economic growth within
emerging economies such as Nigeria through
the Schumpeterian framework (Oyadeyi
2024; Attah et al. 2024).

Empirical Review

Several studies have thoroughly investigated

how innovative financing mechanisms
influence economic growth. Adekunle,
Tella, Subair, and Adegboyega (2022)

conducted a study on African countries
using panel data analysis to understand
remittance effects on financial sector
development from 1986 to 2017. The
researchers discovered that remittances
create a positive lasting relationship with
financial development. The study by Paul
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and Omeje (2022) analyzed remittance flows
and health outcomes in Nigeria through
VAR-Granger  causality and impulse
response function analysis. The authors
found that personal remittances directly
affected health spending through out-of-
pocket payments yet changes in life
expectancy and mortality rate promoted
economic growth. The authors discovered
that Nigeria's economic growth suffered
adverse effects when remittance inflows
experienced sudden changes.

John Orok and Udoka (2020) examined the
impact of diaspora remittances on Nigeria’s
economic growth through an ex-post facto
research design and OLS regression method.
The researchers established a major
connection between total remittances and
GDP but workers' remittances demonstrated
no meaningful impact. Afolabi (2022)
conducted a study to evaluate the
relationship between financial liberalization
and trade openness on economic growth by
utilizing DOLS  estimation alongside
Granger causality tests. The study
demonstrated financial development and
exchange rate and interest rate spread have
direct effects on real GDP but trade openness
together with financial development failed to
produce significant results.

The study by Ehigiamusoe and Lean (2019)
used ARDL bounds testing to analyze
foreign capital inflows on Nigerian economic
growth showing that portfolio investments
were positive but loan inflows were negative.
The research conducted by Keji (2021)
demonstrated that human capital positively
influences economic growth through vector
autoregressive and Johansen techniques. The
diagnostic tests demonstrated that the
obtained results were solid and valid.

The research Dby Abdulkarim
investigated investment and

(2023)
economic
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growth in  Nigeria through ARDL
methodology  and  structural break
stationarity tests. Long-term growth received
positive impacts from private sector credit
and  domestic  investment  alongside
economic liberalization but FDI and capital
expenditure together with inflation rates
created impediments to growth. Economic
institutions established by diasporas were
examined by Cummings and Gamlen (2019)
for their ability to redirect migrant financial
resources toward development activities in
emerging markets. The research showed
limited evidence which demonstrated that
these institutions can boost migrant
investment activities.

The study conducted by Iddris (2019)
evaluated the crowdfunding impact on
micro-enterprise innovation through both
literature review and interviews with CEOs.
The research findings demonstrated that
business expansion depends heavily on
funding democratization and marketing
innovation together with pre-sell strategies.
Neubert (2019) evaluated new crowdfunding
approaches through crowdinvesting and
initial coin offerings which he determined
supported sustainable venture capital market
expansion in developing economies.
Adeosun Shittu and Ugbede (2023) studied
financing  determinants  for  micro-
entrepreneurs in informal settings to
discover that credit history and asset-based
financing  strongly influenced formal
financing selection but gender and network
capability were most important for informal
financing. Financial awareness emerged as
the essential element which determines
entrepreneurs' selection between formal and
informal financing methods. These empirical
investigations demonstrate how innovative
financing tools drive economic growth by
showing the importance of strategic policy
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development  for  maximizing  their
sustainable development potential in Nigeria
and other emerging economies.

Research Gaps

The research by Adekunle et al. (2022), Paul
and Omeje (2022), John et al. (2020) and
Abdulkarim (2023) and Afolabi (2022) and
Ehigiamusoe and Lean (2019) and Keji
(2021) and Cummings and Gamlen (2019)
focused on remittances and foreign direct
investment (FDI) as financing mechanisms
for economic growth but neglected emerging
alternatives such as crowdfunding (CFV),
public-private  partnerships (PPP) and
venture capital investments (VCI). The
research by Abdulkarim (2023) examined
investment  effects  without  studying
alternative  funding sources.  Financial
liberalization and foreign capital inflows
were investigated by Afolabi (2022) and
Ehigiamusoe and Lean (2019) yet these
scholars failed to examine their relationship
with trade openness (TOP), inflation rate
(INF), interest rate (IR) and exchange rate
(EXR). The research about financing
innovations and macroeconomic stability
relationships remains to be investigated
according to Keji (2021) and Cummings and
Gamlen (2019) and their human capital and
diaspora engagement findings. The potential
of crowdfunding was identified by Neubert
(2019) and Iddris (2019) yet they did not
provide empirical evidence regarding its use
in Nigeria. Previous research analyzed data
using OLS, ARDL and VAR traditional
econometric techniques as documented in
Adeosun et al. (2023) that restricted insights
into variable interdependencies. The study's
findings will become deeper by analyzing
multiple  financing  methods  through
advanced econometric methods  to
understand economic growth.
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Methodology study utilizes annual time series data for
Nigeria, spanning from 1990 to 2023. The
data sources include the Central Bank of
Nigeria (CBN) statistical bulletin, World
Bank Development Indicators (WDI),
National Bureau of Statistics (NBS), and
reports from EFINA and the Nigerian
Investment Promotion Commission (NIPC).
These  sources are  credible  and
comprehensive, providing relevant
macroeconomic indicators and financial
innovation measures necessary for robust
econometric analysis..

This study adopts an ex post facto research
design to analyze the impact of innovative
financing mechanisms on the economic
growth of Nigeria. The ex post facto design
is appropriate because it allows for the
investigation of relationships  between
variables where manipulation of independent
variables is not possible, as the data have
already occurred. This design is particularly
suitable for economic research that involves
historical data analysis, providing insights
into  causality  without  experimental

intervention. The choice of this design is -4 Model Specification _
further JUStlflEd by its ablllty to handle The econometric model used in this StUdy IS

macroeconomic  data,  enabling  the adapted from Qamruzzaman et al. (2021) and

examination of long-term impacts of SPecified as follows:
financial innovations on GDP growth in
Nigeria (Qamruzzaman et al., 2021). The

GDP = F(FDI, CFV, PPP, VCA, REM, IR, EXR, TOP)... .....cccuv..e. (1)
The econometrics form is written below:
GDPGRt=00+01FDIt+02CFVit+a3PPPita4V Clitas REM+asIRt+07EXRi+as TOP . ... (2)
Where:

- GDPGR: GDP Growth Rate (Dependent Variable)

- FDI: Foreign Direct Investment Inflows (% of GDP)

- CFV: Crowdfunding Volume

- PPP: Public-Private Partnerships Investment

- VCI: Venture Capital Investments

- REM: Remittances (% of GDP)

- IR: Interest Rate (%)

- EXR: Exchange Rate (Naira/USD)

- TOP: Trade Openness (Exports + Imports as % of GDP)

- gt: Error term

Table 1: Variable Description and Measurement

Variable | Description Measurement Expected Sign

GDPGR | Economic Growth Annual % change in GDP Dependent

FDI Foreign Direct Investment % of GDP Positive (+)

CFV Crowdfunding VVolume Total annual crowdfunding (USD) Positive (+)

PPP Public-Private Partnerships Total annual PPP investments (USD) | Positive (+)
Investment

\VCI Venture Capital Investments | Total annual VC investments (USD) | Positive (+)
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REM Remittances % of GDP Positive (+)
IR Interest Rate Annual % Negative (-)
EXR Exchange Rate Naira per USD Negative (-)
TOP Trade Openness Exports + Imports as % of GDP Positive (+)

Source: Researcher’s Computations

Estimation Techniques and Diagnostic
Tests

The analytical framework  employs
descriptive statistics to summarize the data,
providing insights into the central tendency,
dispersion, and distribution of the variables.
Unit root tests, including the Augmented
Dickey-Fuller (ADF) and Phillips-Perron
(PP) tests, will be conducted to determine
the stationarity properties of the series. The
stationarity check is essential to avoid
spurious regression results. Given the mixed
order of integration expected in time series
data, the ARDL bounds testing approach
will be utilized to estimate the short-run and
long-run dynamics among the variables.
This technique is preferred for its ability to
provide unbiased estimates irrespective of
Empirical Result

whether the regressors are 1(0) or I(1).
Diagnostic tests will be conducted to ensure
the robustness of the results. These tests
include serial correlation tests (Breusch-
Godfrey LM test), heteroskedasticity tests
(Breusch-Pagan-Godfrey test), and normality
tests (Jarque-Bera test). Additionally, the
model's stability will be evaluated using
CUSUM and CUSUMSQ tests. The Granger
causality test will also be applied to
determine the direction of causality between
innovative  financing mechanisms  and
economic growth. The combination of these
econometric  techniques and diagnostic
checks will ensure reliable and valid results,
providing insightful policy implications for
Nigeria’s economic growth trajectory.

Table 2: Summary of Descriptive Statistics

GDPGR | FDI_GDP | CFV PPI VCI REM | TOP EXR ITR
Mean 4.246 1.295 | 9.068 | 1.025 | 2.547 | 3.319 | 30.508 | 161.970 | 18.604
Median 4.213 1.289 | 8.936 | 0.412 | 2.608 | 3.990 | 31.484 | 130.248 | 17.690
Maximum 15.329 2.900 | 18.950 | 4.462 | 5.007 | 8.334 | 66.397 | 670.780 | 31.650
Minimum -2.035 -0.039 | 0.001 | 0.040 | 0.031 | 0.019 | 8.729 8.038 | 11.483
Std. Dev. 3.906 0.843 | 5.390 | 1.309 | 1.481 | 2.439 | 11.399 | 145.859 4.019
Skewness 0.500 0.169 | 0.091 | 1.558 - 0.441 1.522 1.034
0.039 | 0.071

Kurtosis 3.487 1.887 | 1.882 | 3.840 | 1.932 | 1.775 | 4.311 5.651 4.795
Jarque-Bera 1.755 1915 | 1.816 | 1.754 | 1.624 | 2.154 | 3.538 2.084 1.617
Probability 0.416 0.384 | 0.403 | 0.425 | 0.444 | 0.341 | 0.171 0.118 0.495
34 34 34 34 34 34 34 34 34

Observations

Source: Researcher’s Computations

Table 2 presents the summary of descriptive
statistics for the variables used in the study.
The mean GDP growth rate (GDPGR) is
4.246%, with a standard deviation of 3.906,

indicating moderate fluctuations in economic
growth over the period. The maximum
recorded GDP growth rate is 15.329%, while
the minimum is -2.035%, suggesting periods
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of both high economic expansion and
contraction.

Foreign direct investment as a percentage of
GDP (FDI_GDP) has an average value of
1.295%, with a standard deviation of 0.843,
implying relatively low but stable FDI
inflows. The maximum and minimum values
of 2.900% and -0.039% indicate variations
in  foreign investment over time.
Crowdfunding volume (CFV) shows a mean
of 9.068, with a high maximum of 18.950
and a minimum of 0.001, reflecting the
disparity in crowdfunding activities.
Public-private partnership investment (PPI)
has a mean value of 1.025, a standard
deviation of 1.309, and a maximum of 4.462,
demonstrating  significant  fluctuations.
Venture capital investment (VCI) records a
mean of 2.547, with a standard deviation of
1.481, highlighting its  variability.
Remittances (REM), as a percentage of
GDP, exhibit a mean of 3.319%, with a
maximum of 8.334% and a minimum of
0.019%, suggesting differences in remittance
inflows.

Trade openness (TOP), measured as the sum

of exports and imports as a percentage of
GDP, has an average value of 30.508%, with
a maximum of 66.397% and a minimum of
8.729%, indicating periods of high and low
trade integration. The exchange rate (EXR)
shows significant variation, with a mean of
161.970, a standard deviation of 145.859,
and a maximum of 670.780, reflecting
exchange rate volatility. Interest rate (ITR)
has a mean of 18.604%, with a standard
deviation of 4.019 and a maximum of
31.650%,  highlighting  variations in
borrowing costs.

The skewness and kurtosis values indicate
the distributional properties of the variables.
Most variables exhibit moderate skewness,
with PPl and EXR showing notable positive
skewness, suggesting longer right tails. The
Jarque-Bera test results and probability
values suggest that the variables are
approximately normally distributed, as their
p-values exceed 0.05. Overall, these statistics
provide insights into the central tendencies,
dispersion, and distributional properties of
the variables, forming a basis for further
empirical analysis.

Table 3: Augmented Dickey-Fuller Unit root Stationarity Test

Variables Test at Levels @5% Test at 1% difference@5% Inference
ADF statistic | t-statistic | Prob.* | ADF statistic | t-statistic Prob.*
GDPGR -1.969 -2.968 0.298 -6.750 -2.934 0.000 1(1)
FDI -1.940 -2.941 0.311 -4.499 -2.943 0.000 1(1)
CFV -2.382 -2.941 0.153 -4.178 -2.943 0.002 1(1)
PPI -1.342 -2.941 0.600 -5.322 -2.943 0.000 1(1)
VCI -3.345 -2.941 0.010 -3.599 -2.943 0.011 1(0)
REM -3.672 -2.941 0.004 -4.781 -2.943 0.001 1(0)
TOP -2.774 -2.941 0.072 -6.674 -2.943 0.000 1(2)
ITR -3.833 -2.941 0.454 -4.069 -2.943 0.003 1(2)
EXR -3.795 -2.941 0.816 -5.846 -2.943 0.000 ()

Source: Researcher’s Computations
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The table 2 presents the results of the
Augmented Dickey-Fuller (ADF) unit
root test,conducted to assess the stationarity
properties of the variables. At levels, the
majority of the variables, including GDP

growth rate (GDPGR), foreign direct
investment (FDI), crowdfunding volume
(CFV), public-private partnership

investment (PPI), trade openness (TOP),
interest rate (ITR), and exchange rate
(EXR), fail to reject the null hypothesis of
non-stationarity at the 5% significance level,
indicating the presence of unit roots in these
series.

However, upon first differencing, all these
variables become stationary, signifying that
they are integrated of order one, 1(1). This
confirms that these variables follow a
difference-stationary process, which is
essential for avoiding spurious regression
results in time-series analysis.

Table 3: Lag Order Selection Criteria

Interestingly, venture capital investment
(VCI) and remittances (REM) exhibit
stationarity at levels, indicating they are
integrated of order zero, 1(0). This suggests
that these two financing mechanisms do not
exhibit trends requiring differencing, thus
maintaining stable statistical properties over
time.

The stationarity results confirm the mixed
order of integration among the variables,
which supports the suitability of employing
econometric  techniques  capable  of
accommaodating both 1(0) and 1(1) variables,
such as the Autoregressive Distributed Lag
(ARDL) bounds testing approach for
cointegration analysis. This approach ensures
the robustness of subsequent estimations and
inferences  regarding the relationships
between innovative financing mechanisms
and economic growth in Nigeria.

Lag LogL LR FPE AIC SC HQ
0 -382.939 NA 0.352 24.496 24.908 24.632
1 -196.509 256.341 0.001 17.906 22.029* 19.273
2 -67.83 104.551* 0.001* 14.926* 22.759 17.523*

Source: Researcher’s Computations

The results of the lag order selection criteria
presented in Table 3 indicate that the optimal
lag length for the model is two. This
selection is based on the minimization of the
Final Prediction Error (FPE) and Akaike
Information Criterion (AIC), both of which
Table 4: Bounds test

identified lag 2 as optimal. The selection of
the appropriate lag length is essential for
ensuring the reliability of model estimates,
particularly in time series analysis, as it
captures the dynamic structure and potential
delayed effects among the variables.

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(2)
F-statistic 9.097531 10% 1.85 2.85
K 8 5% 2.11 3.15
2.50% 2.33 3.42
1% 2.62 3.77

Source: Researcher’s Computations
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Table 4 reports the results of the bounds test
for cointegration, which examines the
existence of a long-run relationship among
the variables. The calculated F-statistic of
9.097531 exceeds the upper critical bound
(1(2)) value of 3.15 at the 5% significance
level. This provides strong evidence to reject
the null hypothesis of no levels relationship,

confirming the presence of a long-run
equilibrium relationship among the variables.
This result validates the appropriateness of
the ARDL model for analyzing the impact of
innovative  financing  mechanisms  on
economic growth in Nigeria, as it
accommodates both 1(0) and I(1) variables
while identifying long-run dynamics.

Table 5: ARDL Error Correction Regression

Variable Coefficient Std. Error t-Statistic | Prob.

long-run equgltion

FDI 1.183 0.890 1.330 0.211

LCFV 22.946 3.607 6.362 0.000

LPPI -6.266 1.230 -5.096 0.000

LVCI 2.272 1.630 1.394 0.191

REM -0.786 0.404 -1.945 0.078

TOP -0.089 0.060 -1.492 0.164

ITR 2.280 0.400 5.701 0.000

LEXR -15.834 2.982 -5.310 0.000

C -113.733 14.422 -7.886 0.000
Short-Run Equtaion

(ECM)

D(FDI) 2.218 0.654 3.389 0.006
D(FDI(-1)) -3.578 0.490 -7.295 0.000
D(LCFV) 39.523 3.537 11.174 0.000

D(LCFV(-1)) 3.078 0.313 9.823 0.000

D(LPPI) -3.856 0.673 -5.728 0.000
D(REM) 0.333 0.246 1.351 0.204
D(REM(-1)) 2.255 0.282 7.987 0.000

D(TOP) 0.140 0.033 4.285 0.001
D(TOP(-1)) 0.201 0.040 5.067 0.000

D(ITR) 1.385 0.137 10.119 0.000
D(ITR(-1)) -1.393 0.159 -8.759 0.000

CointEq(-1)* -1.512 0.118 -12.861 0.000
Model Diagnostics
R-squared 0.909
Adjusted R-squared 0.859
Durbin-Watson stat 2.064
Breusch-Pagan-Godfrey 0.629(0.822>0.05
test
Source: Researcher’s Computations
Table 5 presents the results of the ARDL innovative financing mechanisms and

error correction regression, showing both the
long-run and short-run dynamics between
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economic growth in Nigeria. In the long-run
equation, crowdfunding volume (LCFV) has
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a statistically significant positive effect on
economic growth, with a coefficient of

22.946 (p = 0.000), indicating that an
increase in crowdfunding volume
contributes  substantially to economic
growth. Public-private partnership
investment (LPPI), however, exerts a

significant negative effect on economic
growth, with a coefficient of -6.266 (p =
0.000), suggesting that inefficiencies in PPP
investments may hinder growth. Exchange
rate (LEXR) also shows a significant
negative long-run impact (-15.834, p
0.000), reflecting the adverse effect of
exchange rate volatility on economic
performance. Interest rate (ITR) positively
affects economic growth (2.280, p = 0.000),
highlighting the potential role of monetary
policy in stimulating growth.

Foreign direct investment (FDI) and venture
capital investment (LVCI) do not exhibit
statistically significant long-run effects, with
p-values of 0.211 and 0.191, respectively,
implying that their impacts on economic
growth may be more pronounced in the short
run or dependent on other factors.
Remittances (REM) also show a weakly
significant negative long-run effect (p
0.078), suggesting that remittance inflows
may not directly contribute to productive
economic activities.

In the short-run equation, several variables
demonstrate  significant  impacts  on
economic growth. Both current and lagged
changes in crowdfunding volume (D(LCFV)
and D(LCFV(-1))) show strong positive
effects (p = 0.000), further reinforcing the
critical role of crowdfunding in enhancing
economic performance. Current changes in
FDI (D(FDD)) positively influence economic
growth (p = 0.006), although the lagged
effect (D(FDI(-1))) is significantly negative
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(p = 0.000), indicating potential short-term
volatility in FDI contributions.

Public-private partnership investment
(D(LPPI)) maintains a negative short-run
effect (p = 0.000), consistent with its long-
run impact, highlighting challenges in PPP
project execution. While current changes in
remittances (D(REM)) are not significant (p
0.204), lagged changes (D(REM(-1)))
show a strong positive effect (p = 0.000),
indicating that remittance inflows may
influence growth with a time lag. Trade
openness (D(TOP)) and its lag (D(TOP(-1)))
both positively affect economic growth (p =
0.001 and p = 0.000), demonstrating that
increased integration into global markets
supports economic expansion.

The interest rate (D(ITR)) significantly
boosts economic growth (p = 0.000), while
its lagged value (D(ITR(-1))) has a
significant negative effect (p 0.000),
suggesting that interest rate changes have
both immediate stimulative effects and
delayed contractionary impacts. The error
correction term (CointEq(-1)) is highly
significant and correctly signed (-1.512, p =
0.000), confirming the presence of a stable
long-run relationship, with deviations from
equilibrium being corrected at a fast pace of
approximately 151% per period.

The model diagnostics indicate a high
explanatory power, with an R-squared value
of 0.909 and an adjusted R-squared of 0.859,
demonstrating that the model captures
approximately 86% of the variations in
economic growth. The Durbin-Watson
statistic of 2.064 suggests no evidence of
serial correlation. The Breusch-Pagan-
Godfrey test for heteroscedasticity returns a
p-value of 0.822, indicating the absence of
heteroscedasticity, further confirming the
robustness of the model.
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Normality Test

Mean
Median
Maximum
Minimum
Std. Dev.
Skewness
Kurtosis

Jarque-Bera
Probability

-25 -2.0 -15 -1.0 -05 0.0 05

The normality test result indicates that the
exhibit
characteristics consistent with a normal
distribution. The Jarque-Bera statistic is
0.339022 with an associated p-value of
the
conventional significance level of 0.05. This
of

residuals from the  model

0.844077, which is well above

suggests that the null hypothesis

Stability Test (CUSUM Test)

10.0

1.0 15

2.0

Series: Residuals
Sample 1992 2023
Observations 32

6.75e-14
-0.054061
2.192663
-2.361376
1.046408
-0.102804
3.460426

0.339022
0.844077

25

normality cannot be rejected, indicating that
the residuals are normally distributed. The
histogram of residuals further supports this

conclusion,
distribution centered around zero,

showing

a  symmetrical

with

minimal skewness (-0.102804) and a kurtosis
value of 3.460426, which is close to the
normal benchmark value of 3.

19

20

\ CUSUM

5% Significance ‘

The CUSUM test plot shows the cumulative
sum of recursive residuals, providing insight
into the structural stability of the estimated
representing the
cumulative sum, remains well within the 5%
significance bounds (the two red dashed
lines) throughout the sample period. This
indicates that the model's parameters are
stable over time, with no evidence of

model. The blue line,

structural breaks or instability. Together,

these diagnostic

tests

affirm that the

estimated model is both statistically robust
and structurally reliable, meeting the key
assumptions of normality and parameter
stability, which enhances the credibility of
the model's estimates and inferences. Let me
know if you want this included directly in
your document.
Discussion of Findings

The ARDL Error Correction Model (ECM)
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regression  results  deliver  essential
knowledge about the connection between
innovative  financing  approaches and

economic growth in Nigeria. Economic
growth receives sustained positive effects
from crowdfunding volume (LCFV) because
crowdfunding acts as an essential
mechanism to mobilize capital which drives
productive economic activities. Neubert
(2019) and Iddris (2019) both agree that
crowdfunding  possesses  transformative
power for innovation and entrepreneurial
activity and economic expansion in
emerging economies. Short-run analysis of
crowdfunding volume changes demonstrates
why this financing method should be used to
bridge economic funding gaps in Nigeria. A
significant negative influence emerged from
Public-private partnership investment (LPPI)
during the long-run period on economic
growth.  The difficulties faced in
implementing PPP management in Nigeria
continue to persist because of inadequate
institutional  structures combined  with
corruption and regulatory uncertainties and
poor project delivery performance. The
obstacles faced during private sector
involvement in  public infrastructure
development limit the opportunities for
public benefits. Abdulkarim (2023) supports
this finding by showing that structural
inefficiencies constrain the effectiveness of
development
agenda.

The exchange rate variable (LEXR) has a
substantial negative impact on long-run
economic growth which demonstrates the
damaging influence that currency rate
volatility has on investment stability and
overall macroeconomic stability. Afolabi
(2022) discovered that substantial exchange
rate variations impair productive investment
activities and reduces economic operational

investments in  Nigeria’s
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efficiency. Exchange rate instability elevates
the expenses of importing capital while
creating investment ambiguity among both
domestic and foreign investors thus leading
to economic performance deterioration. The
study confirmed Interest Rate (ITR) as a
fundamental positive growth factor which
appeared both within short-term and
extended periods. The data indicates that
monetary policy efforts which better match
interest rates to market conditions will lead
to increased productive investments and
capital development. Afolabi (2022) and
Abdulkarim (2023) agree with the findings
that financial development and proper
interest rate management promote economic

growth.
The lack of long-run significance between
foreign direct investment (FDI) and

economic growth in Nigeria raises crucial
problems regarding the quality and sectoral
allocation of FDI inflows together with their
absorptive capacity. The research conducted
by Ehigiamusoe and Lean (2019) supports
these findings by showing Nigerian FDI
growth limitations stem from inadequate
policy environments and weak domestic and
foreign  industry  relationships.  The
underdeveloped state of venture -capital
market in Nigeria prevents LVCI from
creating meaningful long-run effects on
economic growth. Neubert (2019) noted that
emerging economies face three major
venture capital market limitations which
reduce broad-based economic growth:
inadequate legal frameworks, weak investor
protection and insufficient deal flow.

Studies indicate that remittance inflows
produce small negative effects in the long
run  which suggests most incoming
remittances fuel consumption instead of
investment for growth. The research by Paul
and Omeje (2022) supports these results as
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they established that remittances help
households but fail to foster long-term
economic growth because they lack
investment channels for entrepreneurial
ventures or infrastructure development. The
analysis revealed that Trade openness (TOP)
did not establish a significant long-run effect
but it demonstrated positive and significant
short-run  results. Short-term economic
adjustments require dynamic external trade
linkages yet they face long-term limitations
from structural trade deficits combined with
weak export diversification and
susceptibility to external shocks. Afolabi
(2022) supports this observation when he
explains that trade openness by itself does
not produce sustainable economic growth
unless policy measures exist to strengthen
export competitiveness and industrial
development. The error correction term
(CointEq(-1)) displayed a correct sign along
with high significance which validated the
enduring connection between variables. The
obtained result validates the use of the
ARDL model as a suitable framework for
studying how innovative  financing
mechanisms impact economic growth
(Afolabi, 2022; Abdulkarim, 2023).

Conclusion and Recommendation

This study examined the impact of
innovative  financing  mechanisms on
economic growth in Nigeria, with a

particular focus on crowdfunding, public-
private  partnerships, venture  capital
investments, remittances, and foreign direct
investment, alongside key macroeconomic
variables such as trade openness, interest
rate, and exchange rate. The findings
revealed that crowdfunding plays a crucial
role in enhancing economic growth,
highlighting its potential as an alternative
financing source that addresses funding gaps
and supports entrepreneurial development.
However, public-private partnership
investments exhibited a negative effect on
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economic growth, emphasizing the persistent
institutional, regulatory, and operational
inefficiencies that hinder the successful
implementation of PPP projects in Nigeria.
The results also demonstrated that exchange
rate volatility significantly undermines
economic growth, reinforcing the need for
policies that promote exchange rate stability
to enhance investor confidence and
economic planning. Interest rates were
shown to positively influence economic
growth, indicating that efficient monetary
policy management can contribute to capital
formation and economic development.
Conversely, remittances, often heralded as a
vital source of external financing,
demonstrated limited long-run  impact,
reflecting the predominant use of remittances
for consumption rather than investment.

The absence of significant long-run effects
for foreign direct investment and venture
capital investments underscores the need to
strengthen the regulatory environment,
improve the ease of doing business, and
foster deeper linkages between foreign
investments, domestic enterprises, and
innovation ecosystems. Trade openness
showed positive  short-run  effects,
highlighting the importance of external trade
in driving near-term economic adjustments,
though structural barriers appear to limit its
sustained long-term impact.

Based on these findings, the study offers the
following recommendations. First,
policymakers should prioritize regulatory
reforms and capacity building to enhance the
effectiveness of public-private partnerships,
ensuring that projects deliver measurable
developmental impacts. Second, given the
positive role of crowdfunding, financial
sector regulators should create enabling
environments that promote crowdfunding
platforms, protect investors, and increase
awareness among entrepreneurs and SMEs.
Third, monetary authorities should continue
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to pursue exchange rate stability policies to
foster macroeconomic stability and improve
Nigeria’s attractiveness to both domestic and
foreign investors.

Fourth, efforts should be made to channel
remittances towards productive investment,
including through diaspora bonds and
investment-linked financial instruments that
encourage the use of remittances for
entrepreneurial ventures and infrastructure

development.  Fifth, strengthening the
venture  capital  ecosystem  requires
improving investor protection, fostering

innovation clusters, and enhancing legal
frameworks to attract both domestic and
international venture capital investments.
Finally, trade policy should focus on
diversifying  Nigeria’s  export  base,
enhancing product quality, and improving
trade infrastructure to maximize the benefits
of trade openness.
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Annotation. In recent decades, the development of the entrepreneurial sector in Georgia has been
characterized by contradictions between territorial units. Since this period, one of the main directions of
economic reforms carried out in the country has been to overcome the negative tendencies in the territorial
entities, resulting from the economic crisis, to maximize the potential of the regions, to transform all spheres of
economic activity, taking into account their specific features. The presented article discusses the difficulties
faced by the entrepreneurial sector after independence. The study focuses on the regional specifics of the
development of the entrepreneurial sector in Georgia. Based on calculations, regional differences in various
indicators are presented and conclusions are drawn.

Introduction Table 1

The regions of Georgia differ from each Key Indicators of Industrial Development
other in the number of entrepreneurship subjects, by Administrative-Territorial Units of Georgia,
real wages, standard of living, additional cost, 1994-1997 (Share, %)*
population  density,  unemployment rate, Region 1994 | 1997
entrepreneurial environment and many other Thilisi 21 315
factors or indicators that determine the Adjarian AR 7 |AT
differentiation of the level of entrepreneurship Abkhazian AR 113 |47
development in these regions and create Guria 11 |11

Imereti 17 10.3

differences in territorial economic development.

After the collapse of the centralized Kakheti — 1.2 24
economy, the necessity of implementing an Mtskheta—Mtlanetl_ 25 2.0
active regional economic policy became evident. gggrr]]:t—iLechkhuml & Kvemo 15 07
The main direction of this policy was to Samegrelo-Zemo Svaneti 34 33
accelerate balanced socio-economic Samtskhe-Javakheti 1.4 23
development across the country’s territorial Kvemo Kartli 2095 [19.9
units. This was to be done through the full and Shida Kartli 24 54

rational use of local natural, production, and

traditions of the local population. The main statistical collection by the National Department

activity target of these actions was to increase of Statistics "Industryof Georgia 1985-1997", p. 79.
the population’s production and labor activity,
maximize employment, and ensure optimal
levels in all regions (Indicative Plan, 2001:160).

As the analysis shows, the disproportions
in the levels of regional development were not
as profound as those recorded in later decades.

11n 1997, the total share was balanced by Sakenergo
(14.5%).
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However, the share of the capital city of Thilisi
was gradually increasing.

Main Focus of the Research

The elimination of regional disparities and
the convergence of development levels across
the country’s territorial units are key tasks of
regional policy. Following the dissolution of the
Soviet Union, political and socio-economic
events in Georgia created various types of

regions, each with different levels of
development and concentration of
entrepreneurial activity (Chikhladze, 2021:57).

To describe the regional specificity of the
entrepreneurial  sector, several important
indicators were selected by region and the
capital: registered and active entrepreneurial
entities, turnover, added value, and volume of
investments in fixed assets.

Table 2
Registered and Active Entrepreneurial Entities by Region (as of January 1, 20205)
. . of which Share of active Share of §mall
. Registered [ Active ., enterprises
Region i o small entities among .
Entities Entities . . among actives
enterprises registered (%)

(%)
Thilisi 472145 126376 101085 26,8 80,0
Adjarian AR 101932 31964 25887 31,4 81,0
Guria 23634 6365 5259 26,9 82,6
Imereti 127015 32070 26988 25,2 84,2
Kakheti 60138 15611 13193 26,0 84,5
Mtskheta-Mtianeti 20436 6147 5078 30,1 82,6
Racha—.Lechkhuml & Lower 9713 2900 2304 29.9 80,1
Svaneti
Samegrelo-Upper Svaneti 74278 18522 15555 24,9 84,0
Samtskhe-Javakheti 34673 10955 9377 31,6 85,6
Lower Kartli 75471 20378 16766 27,0 82,3
Lower Kartli 44664 12929 10754 28,9 83,2
Total 1044099 284217 232266 27,2 81,7

Source: Compiled by the author based on data from the National Statistics Office of Georgia
(https://www.geostat.ge/ka/modules/cateqories/326/sacarmota-statistikuri-gamokvleva)

Unfortunately, the share of active
economic entities out of registered ones is very
low (27.2%) in the country, due to regional
trends (see Table 2). In the regions, active
entities make up only about 25-32% of
registered ones. The highest rates are seen in
Samtskhe-Javakheti and Adjara (31.4-31.6%),

70

which may be explained by the relatively small
total number of entities and, in Adjara, by a
recent surge in newly registered economic units
due to heightened economic activity.

The lowest rates are in Thilisi and Imereti
(25.2% and 26.8%), largely due to the high
number of registered businesses. Notably, the
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vast majority of active entrepreneurial entities
(80-85%) are small in size (with fewer than 50
employees and annual turnover not exceeding 12
million GEL).

A large portion (44%) of economically
active entities is concentrated in the capital.
Together with four other regions (Adjarian AR,
Kvemo Kartli, Imereti, Samegrelo-Zemo
Svaneti), they make up 81% of the total, while
the remaining six regions account for just 19%.

In 2024, the total turnover in the
entrepreneurial sector amounted to 22.3 billion
GEL, with a growth rate of 109.1% compared to
2023. The highest growth was recorded in Thilisi
(110.2%) and the Kakheti region (115.1%). In

Figure 1

contrast, turnover declined in Racha-Lechkhumi
and Kvemo Svaneti, Shida Kartli (95.8%), and
Kvemo Kartli (97.7%) compared to the previous
year.

The asymmetry in turnover is evident
when looking at the share of each region in total
turnover and the per capita turnover figures.

Four-fifths of the entire turnover in the
entrepreneurial sector comes from Thilisi, which
shows the highest entrepreneurial activity. Along
with Thilisi, three other regions - Adjarian AR,
Imereti, and Kvemo Kartli - account for 92% of
turnover, while the remaining seven regions
make up only 8% (see Figure 1).

Distribution of Turnover in the Entrepreneurial Sector by Region (% share, 2024)

m Thilisi

m Adjarian AR
Imereti

B Kvemo Kartli

B The rest 7regions

Source: Compiled by the author based on data from the National Statistics Office of Georgia.
(https://www.geostat.ge/ka/modules/cateqories/326/sacarmota-statistikuri-gamokvleva)

The ratio between the highest and lowest
monthly per capita turnover is 25:1 - Thilisi at
11,780 GEL vs Racha-Lechkhumi and Kvemo
Svaneti at 462 GEL. Excluding the capital, the
ratio between the minimum and maximum is 6:1.

The level of entrepreneurial activity
concentration in Thilisi is so high that all other
regions significantly fall below the national
average (5,036 GEL per capita). For example,
per capita turnover in Adjara is 1.8 times lower
below the average, and in Racha-Lechkhumi and
Kvemo Svaneti, it is 11 times lower.
In 2023, the total added value produced in
the entrepreneurial sector amounted to 39.8
billion GEL, with a growth rate of 110.2%
compared to 2022. The highest growth rates
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(over 120%) were observed in four regions:
Kakheti, Mtskheta-Mtianeti, Racha-Lechkhumi
and Kvemo Svaneti, and Samegrelo-Zemo
Svaneti). However, two regions showed a
decline: Imereti and Kvemo Kartli (both at
75.6%).

Here too, a significant asymmetry is seen
in the distribution of added value (see Figure 2).
Thilisi generates 70% of the entire added value
in the entrepreneurial sector. Together with
Adjara, Imereti, and Kvemo Kartli, these regions
account for 87% of the total, while the remaining
seven regions make up just 13%.
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Figure 2

Distribution of additional cost in the business sector by region (share in %, 2023)

Thilisi

The rest 7
regions

Kvemo Kartli

Adjarian AR
. V1B X

.74
— 0

Imereti

Source: Compiled by the author based on data from the National Statistics Office of Georgia.
(https://www.geostat.ge/ka/modules/categories/326/sacarmota-statistikuri-gamokvleva)

When analyzing the added value produced
per active entity, as expected, Thilisi leads
(219,000 GEL), followed by Mtskheta-Mtianeti
(137,000 GEL), and Adjarian AR (110,000
GEL). The high indicators in Thilisi and Batumi
are largely explained by the recent growth in
economic activity and increased investments. In
Mtskheta-Mtianeti, in addition to these factors,
the small number of active entities also plays a
role.

For the remaining 8 regions of Georgia,
this indicator is quite low and does not exceed
95,000 GEL. The lowest figure was recorded in
Racha-Lechkhumi and Kvemo Svaneti (26,000
GEL).

The concentration of added value in
Thilisi and three other regions has led to a
negative deviation from the national average
(140,000 GEL per entity) for all other regions.

In 2023, total investments in fixed assets
in the entrepreneurial sector amounted to 7
billion GEL, with a growth rate of 120.4%

Figure 3

compared to 2022.

High growth rates (above 120%) were
recorded not only in the capital but also in four
regions: Adjarian AR, Guria, Racha-Lechkhumi
and Kvemo Svaneti, and Samtskhe-Javakheti. In
contrast, a decrease in investment was observed
in three regions: Imereti (72%), Samegrelo-Zemo
Svaneti (88.2%) and Kakheti (78.4%).

A significant asymmetry is also observed
in investments in fixed assets (see Figure 3). As
usual, the capital accounts for the largest share
(65%) of investments in fixed assets. Together
with three other regions - Adjarian AR, Kvemo
Kartli, and Samegrelo-Zemo Svaneti - this group
covers 88% of all entrepreneurial sector
investments in fixed assets, leaving only 12% for
the other seven regions.

Distribution of investments in fixed assets in the business sector by region (share in %, 2023)

Thilisi

The rest 7
regions

Kvemo Kartli

o VB X

— %

Adjarian AR

Samegrelo-Zemo Svaneti

Source: Compiled by the author based on data from the National Statistics Office of Georgia
(https://www.geostat.ge/ka/modules/categories/326/sacarmota-statistikuri-gamokvleva)
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The analysis by active economic entities
yielded some interesting results. Specifically, the
highest average fixed asset investment per active
entity - exceeding the national average of 25,000
GEL - was recorded in Thilisi (36,000 GEL),
Adjarian AR (28,000 GEL), and Mtskheta-
Mtianeti (34,000 GEL). The relatively high
economic activity in these regions explains these
positive trends. In the case of Mtskheta-Mtianeti,
Table 3

the smaller number of active entities also
contributes.

The ratio between the highest and lowest
values per entity, including Thbilisi, is 9:1.
Excluding Thilisi, the ratio is 8.5:1.

A generalization of the regional disparities
discussed above can be found in the following
table:

Ratio of Maximum to Minimum Values for Key Indicators of the Entrepreneurial Sector

. . . . Excluding Capital
Indicator Unit Including Capital (Regions Only)

1 | Active entities Units 46.6 11.0
2 | Turnover Million GEL 1224.3 82.7
3 | Turnover per capital monthly GEL 255 6

4 | Added value Million GEL 363.3 46.0
5 | Added value per active entity Thousand GEL 8.3 52
6 | Output Million GEL 402.6 52.8
7 | Investments in fixed assets Million GEL 355.9 68.9
8 | Investment per active entity Thousand GEL 8.2 7.7

Source: Compiled by the author from data provided by the National Statistics Office of Georgia
(https://www.geostat.ge/ka/modules/categories/195/biznes-sektori)

A common indicator of regional economic
development is the Economic Utilization Index
(Ri), which measures the amount of distributed
GDP per unit of area (km?). It is calculated using
the following formula (Baratashvili et al., 2009):

e Ri=Economic Utilization Index of the
region

e GDPr = Distributed GDP in the region
Sr = Area of the region (in km?)

Ri = GDP,/ S,
Where:
Table 4
Regions’ Area and Distributed GDP (2023)
Region GDP Area (km?) Economic Utilization
(min GEL) Index (mIn GEL/km?)
Adjarian AR 6,683.4 2,900 13.3
Guria 1,212.8 2,033.2 2.4
Imereti 5,518.9 6,414.7 10.9
Kakheti 3,538.0 11,375 7.0
Mtskheta-Mtianeti 1,909.6 5,606 3.8
Racha-Lechkhumi & Kvemo Svaneti 416.3 4,600 0.8
Samegrelo-Zemo Svaneti 3,828.7 7,468.2 7.6
Samtskhe-Javakheti 2,031.0 6,412.8 4.0
Kvemo Kartli 5,280.1 6,436.2 10.5
Shida Kartli 2,850.7 3,428.3 5.7

Source: Compiled by the author using data from the National Statistics Office of Georgia
(https://www.geostat.ge/ka/modules/categories/23/mtliani-shida-produkti-mshp)
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The highest Economic Utilization Index is
found in Adjarian AR (13.3 million GEL/km?)
and Imereti (10.9), while the lowest is in Racha-
Lechkhumi and Kvemo Svaneti (0.8). The ratio
between maximum and minimum values is 16.6.

The concentration of business activity in
large municipalities - mostly self-governing
cities - suggests that a large share of
entrepreneurial activity is concentrated in these
areas.

Figure 4

Specifically, self-governing cities account

for 88.1% of the total turnover in the
entrepreneurial sector, while the remaining
11.9% is distributed across 59  other
municipalities, which represent 92.2% of all
municipalities.

These cities also generate 79.2% of the
total output of the entrepreneurial sector,

meaning nearly one-fifth of the output comes
from the remaining municipalities.

Comparison of Selected Entrepreneurial Sector Indicators Between Thilisi and
Batumi vs Other Municipalities

e TS Batumi

Turnover

Investitions in
fixed assets 64.7

62.4

The rest 62 Municipalities

518 Manufactured
o5 products

Employment

Source: Compiled by the author based on data from the National Statistics Office of Georgia
(https://mww.geostat.ge/ka/modules/categories/195/biznes-sektori)

78.6% of all employed persons in the
business sector are located in self-governing
cities, while the remaining municipalities
employ 21.4%. Furthermore, 82.3% of
investments in fixed assets are concentrated in
self-governing cities (Figure 4).

Considering the increased economic
activity and the upward trends in certain areas of
entrepreneurial development in the last decade,
we also presented a comparative illustration of
indicators for Thilisi and Batumi versus the rest
of the municipalities. Naturally, this highlights
significant differentiation in key indicators of the
entrepreneurial sector.
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Conclusion

1. As the analysis shows, in the early years
following independence, the disparities in
regional development levels were not as deep
as those observed in subsequent decades.
However, the share of the capital city
(Thilisi) has been steadily increasing.

A large portion (44%) of economically active
entities is concentrated in the capital.
Alongside four other regions, these entities
comprise 81% of the total, while the
remaining six regions account for only 19%.

Four-fifths of the entire turnover in the
entrepreneurial sector is concentrated in
Thilisi, which also records the highest level
of entrepreneurial activity. The level of
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entrepreneurial concentration in the capital is
so high that all other regions significantly
lag behind the national average.

There is also significant asymmetry in
investments in fixed assets - 65% of the total
is invested in the capital. Along with three
regions (Adjarian AR, Kvemo Kartli, and
Samegrelo-Zemo  Svaneti), this group
accounts for 88% of all entrepreneurial
sector fixed asset investments, leaving only
12% for the remaining seven regions.

An examination of the economic activity
types in Georgia’s regions revealed a
relatively narrow range of sectors. For five
regions, the dominant field is "Agriculture,
Forestry, and Fishing" (accounting for 12-
35% of activity). In the capital, almost a
quarter (24.6%) of business activity is
concentrated in "Wholesale and Retail
Trade; Repair of Motor Vehicles and
Motorcycles. "

Self-governing cities are responsible for
88.1% of total turnover in the
entrepreneurial sector, while the remaining
59 municipalities account for just 11.9%.
These cities also produce 97.2% of the
sector’s output, with the rest contributing
just over one-fifth.

Overcoming the negative trends brought
about by economic crises in territorial units,
and fully utilizing regional potential, will be
impossible without encouraging balanced
socio-economic development across all
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areas.
Eliminating regional disparities, addressing
the significant differentiation in key
indicators of the entrepreneurial sector, and
narrowing the development gap among
Georgia’s territorial units must become the
primary objectives of regional policy.
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Annotation.The swift development of financial technology, or fintech, has completely changed the financial
services industry and created a new financial order where fintech is now a direct rival of traditional banks
rather than a supplementary service. Fintech innovations first appeared as value-added services that improved
traditional banking operations by utilizing technological advancements like online loans, digital payments, and
simplified consumer interfaces. Without significantly changing their main business structures, these early
innovations enabled banks to increase efficiency and broaden their service offerings. However, fintech
companies started to provide end-to-end financial solutions that questioned traditional banking paradigms as
they broadened their product offerings and tapped into cutting-edge technology like blockchain, artificial
intelligence, and big data analytics. In addition to upending established income streams by reducing profit
margins and market share, this competitive shift has prompted banks to reevaluate and develop their operational
strategies. In a time of technological disruption and economic instability, the dynamic interaction between
fintech innovations and conventional banking practices emphasizes the necessity of an integrated strategy where
cooperation and competition coexist to improve financial inclusion and stability. In the end, the emergence of
fintech as a strong rival demonstrates how digital innovation has revolutionized the financial services sector and
heralds a change in perspective toward a more decentralized and technologically advanced financial ecosystem.

Introduction innovative in that they allowed for safe
Banking — Fintech of old ages. The origins  wealth storage and sophisticated transactions
of banking are deeply rooted in the need to  that went beyond simple barter systems. For
facilitate the clearing and settlement of example, financial inventions like bills of
monetary transactions, which became exchange and promissory notes transformed
increasingly complex with the expansion of  the long-distance transfer of money in
trade and commerce. In early economic  medieval Europe, allowing governments and
systems, the limitations of barter and the  merchants to operate more profitably and
inefficiencies of physical currency exchange  efficiently. In addition to streamlining
led to the development of institutions economic activity, these advancements
capable of recording, verifying, and established the groundwork for
reconciling payments between parties contemporary digital financial services,
(Kohn, 1999). Because banks adopted proving that the core tenets of fintech—
advanced money-holding and money-  security, effectiveness, and innovation in
transfer techniques early on, they can be financial intermediation—have a long
regarded as the first financial technology  history.

(fintech). These early financial The main part

organizations, which sprang from ancient Medieval Italian city-states such as
moneylenders and  merchants, were  Venice and Florence saw the emergence of
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early banks that acted primarily as
clearinghouses, offsetting debits and credits
among merchants to reduce the need for
physical coin transfers (De Roover, 1948).
Banks have historically played a key role in
the development of financial technology,
acting as early examples of what is now
known as "fintech." The mechanisms of
trade and banking were drastically altered
during the medieval and early modern eras
when several banks evolved from basic coin
vaults to intricate clearinghouses. The need
to reduce the dangers and inefficiencies of
the actual transfer of coins—a laborious
procedure that not only left riches vulnerable
to possible theft but also resulted in high
transportation expenses—was a major factor
in this change.

The clearinghouse model's invention
was important to this development.
Merchants that had previously conducted
business with actual coins started to switch
to a system where banks kept thorough
ledgers that documented debits and credits
for their customers. Banks would offset
these accounts, enabling merchants to pay
off their debts through a system of mutual
credits rather than exchanging cash. By
significantly reducing the number of coins
that had to be physically transported, this
approach streamlined the transaction process
overall and decreased the possibility of theft
and loss. Banks increased trading partners'
trust and the effectiveness of financial
transactions by centralizing and
standardizing account reconciliation.

One could consider this early type of
financial intermediation to be the FinTech of
its time. In the same way that contemporary
fintech businesses use digital technologies to
streamline  asset  management, risk
assessment, and payment processing,
traditional banks used organizational and

78

technological advancements to get around
the restrictions placed on physical currency.
These organizations were able to handle
enormous networks of financial obligations
with amazing accuracy by developing
complex accounting systems and using
standardized financial instruments like bills
of exchange and letters of credit. These
advancements established the foundation for
modern financial procedures and showed that
the fundamental tenets of fintech—
innovation, effectiveness, and the ease of
complicated transactions—have a long
history.

These institutions ~ played a
foundational role in enabling trust-based
exchanges by creating ledger systems and
standardized procedures for transferring
value, laying the groundwork for modern
payment infrastructures. Over time, these
functions expanded beyond simple clearing
services to include deposit-taking and credit
provision, yet the core infrastructural role of
facilitating safe, efficient, and reliable
monetary transactions remained central to
banking’s evolution (Neal, 2000). In this
sense, banks began not merely as holders of
money but as key nodes in the architecture of
monetary circulation.

Additionally, the growth of more
dynamic and interconnected economies was

made possible by banks' function as
clearinghouses. Banks helped to expand
trade networks and integrate regional

marketplaces by allowing merchants from
many regions to conduct transactions without
the constant physical transfer of cash. By
enabling a quicker resolution of business
disputes and a more effective distribution of
resources, this in turn promoted economic
growth. As banks started to establish
procedures  for  evaluating  merchant
creditworthiness and handling defaults, the
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clearinghouse model also brought about an
early type of risk management, laying the
groundwork for contemporary banking
regulation and supervision.

A turning point in financial history,
the conversion of banks into clearinghouses
reflects the inventiveness of early
technology. Banks improved the
effectiveness and security of monetary
transactions by replacing actual currency
transfers with ledger-based accounting
systems. They also established a strong basis
for the intricate financial systems we now
depend on. This historical viewpoint
emphasizes the lasting impact of early
financial developments as well as the
ongoing interaction between economic
growth and technological advancements.

From Complementary to Competitor.
BigTech firms are “technology companies
with an established presence in the market
for digital services. They are firms that have
successful digital platforms. In the U.S., they
are firms like Amazon, Facebook, and
Google; in China, it is firms like Alibaba and
Tencent. The Chinese counterparts of the
U.S. firms have already made big inroads in
financial services markets—but the U.S.
firms have not. The challenges for banks
posed by the entry of BigTech into finance
are quite different from the challenges posed
by FinTech firms. The typical FinTech firm
is a specialized firm that challenges a
specific product line of banks. For instance,
a credit FinTech firm aims to wrest market
share from banks, typically in a specialized
segment of the credit market. BigTech firms,
by contrast, have the ability to challenge
banks across a large number of product
lines; in other words, they can lead a frontal
assault as opposed to attacking niches. (Stulz
M. René, 2019)

Due in large part to the extensive use
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of digital platforms and mobile technology,
China's financial ecosystem has seen an
unparalleled  explosion in  FinTech
developments. In addition to changing how
consumers pay, businesses like Alipay and
WeChat Pay have expanded the range of
financial transactions. These platforms
provide a comprehensive solution that meets
the financial needs of both individuals and
businesses by offering integrated services
that range from wealth management and
microloans to digital wallets and online
payments (e.g., Emarketer, 2024). The
security, effectiveness, and personalization
of these services have been further improved
by the smooth integration of blockchain
technology, artificial intelligence, and big
data analytics; this has increased customer
trust and accelerated market penetration.

According to recent data, the Chinese
fintech market was valued at about USD
4.59 trillion in 2024. By 2030, it is expected
to have nearly doubled to USD 9.97 trillion,
representing a 13.8% compound annual
growth rate (CAGR) (Emarketer, 2024). This
strong expansion goes beyond transaction
services to include an ecosystem that
facilitates digital lending, embedded finance,
and alternative credit scoring methods. The
growing percentage of transactions handled
by FinTech platforms, which are
progressively replacing traditional banking
services that were previously the sole
domain of financial institutions, is indicative
of the disruptive influence.

The disparity is further accentuated
by the slower pace of regulatory adaptation
in many Western jurisdictions. Regulatory
frameworks, which in some cases remain
rooted in legacy financial practices, often
impede the rapid deployment of innovative
digital services (Mckinsey & Company,
2023). Traditional banks also have to strike a
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balance between risk management and
innovation, which FinTech companies have
done by using customer-driven design and
incremental improvements. The inflexibility
of traditional banking infrastructures has
made them less adaptable to the digital
demands of contemporary financial services
as consumer preferences continue to favor
online and mobile banking options.

In contrast to China's vibrant
FinTech scene, traditional banks—especially
those in the West—have found it difficult to
keep up with changing customer demands
and technology breakthroughs. These
organizations' slow adoption of new digital
technologies has been hampered by legacy
systems  and ingrained  operational
paradigms. Even though Western banks still
have sizable client bases and market
capitalization, they are far less able to offer
flexible, user-focused digital transaction
services than their FinTech competitors.

The contrasting scenarios in China
and the West suggest that the global
financial landscape is undergoing a
fundamental shift. The success of Chinese
FinTech platforms is driven by an ecosystem
that supports rapid innovation, consumer
adoption, and  regulatory  evolution.
Meanwhile, Western banks, despite their
established legacy and market strength, must
now consider transformative strategies to
compete effectively. These strategies may
include significant investments in digital
transformation, collaboration with FinTech
startups, and the adoption of open banking
principles that encourage greater
interoperability and customer-centric service
models (OECD, 2023).

In response, some traditional banks
have attempted to develop their own fintech
solutions; however, ventures like HSBC's
Zing app have faced challenges in gaining
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traction, highlighting the complexities banks
encounter when competing with agile fintech
firms (Financial Times, 2025). This evolving
dynamic underscores the necessity for
traditional banks to embrace technological
advancements and  consider  strategic
partnerships with fintech companies to
navigate the rapidly changing financial
ecosystem effectively.

Additionally, Revolut's ambition to
become a leading market maker in trading

foreign exchange and cryptocurrencies
signifies  fintechs' encroachment into
domains traditionally held by major

investment banks (Financial News, 2025).
The financial technology (fintech)
sector has evolved from a supportive adjunct
to traditional banking into a formidable
competitor, reshaping the financial services
landscape. Initially, fintech firms
complemented banks by offering innovative
solutions that enhanced existing services.
However, as fintech companies expanded
their offerings to include digital payments,
lending, and wealth management, they began
to encroach upon areas traditionally
dominated by banks. This shift has
intensified competition, compelling banks to
innovate and adapt to retain their market
positions. For instance, Revolut's entry into
the Irish savings market with competitive
interest rates attracted significant customer

deposits, challenging incumbent banks
despite their established presence (The
Times, 2024).

The emergence of FinTech in China
signifies a paradigm shift in financial
transaction services worldwide as well as a
competitive threat to established banking
structures. Many  traditional  banks,
particularly in the West, are finding it
difficult to update their systems and satisfy
changing customer demands as a result of
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FinTech companies’ significant market
share, which they have gained because to
their agility and inventiveness. To stay
relevant in a global market that is becoming
more competitive and driven by technology,
Western financial institutions must embrace
digital transformation.

The new chapter of Finance.
Financial  technology  (fintech)  has
significantly transformed the financial

services industry by reducing operational
costs and enhancing stability, particularly
during periods of economic uncertainty. By
leveraging advanced technologies such as
artificial intelligence (Al), blockchain, and
cloud computing, fintech firms have
streamlined processes, leading to lower
transaction costs and increased efficiency.
For instance, the adoption of cloud
technology in banking operations has been
shown to be cost-effective and flexible,
facilitating ~ consumer  payments and
customer relationship management (Cheng
& Qu, 2020).

In the face of increasing political and
economic unpredictability on a worldwide
scale, financial technology, or FinTech, has
become a force for stability and cost
reduction as well as a contemporary
counterpart to banks' long-standing function
as catalysts for financial innovation. FinTech
is rethinking the architecture and delivery of
financial services in the digital age, much
the way traditional banks did during the
industrial period by introducing standardized
lending,  deposit-taking, and  branch
networks, which transformed commerce and
financial intermediation. FinTech
companies' capacity to lower transactional
and operational costs via digital automation,
real-time data processing, and scalable
infrastructure is one of their main
advantages. FinTech companies function
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with leaner cost structures than conventional
banks, which are limited by physical
branches, antiquated core systems, and
regulatory  restrictions associated  with
institutional heritage. This allows more

Moreover, fintech innovations
promote financial stability through the
channels of Al, cloud technology, and data
technology, as evidenced in a study
analyzing data from 63 countries (Cheng &
Qu, 2020). Additionally, fintech solutions
provide cost-effective  alternatives to
traditional financial services, facilitating
scalability and broader service reach, which
is essential for extending financial services
to underserved markets and fostering
economic resilience (Senyo & Osabutey,
2020).

By bringing more resilient and
inclusive service models, FinTech also
makes a substantial contribution to the
stability of the financial system. FinTech
provides access to underprivileged people
through  peer-to-peer lending, mobile
platforms, and decentralized finance (DeFi),
especially in emerging nations and areas
where traditional banking is not as well-
established. This increased involvement
lessens systemic vulnerabilities that might
result from an over-reliance on a small
number of powerful institutions and
increases the diversity of financial
ecosystems. RegTech advances, which
simplify ~ compliance and  reporting
procedures and allow for real-time oversight
and speedier reactions to market stress, are
another way that FinTech promotes
regulatory  transparency and stability.
FinTech platforms frequently offer other
avenues for safe transactions, cross-border
payments, and currency hedging—functions
that have historically been performed in
unstable economic circumstances, such as
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those marked by inflationary pressures,
capital flow constraints, or geopolitical
upheavals.

Importantly, FinTech reflects the
revolutionary role that banks used to play by
transforming financial services to satisfy the
demands of a world that is changing.
FinTech is driving the data-driven,
networked economy by providing solutions
that are suited to the needs of digital
customers and flexible enterprises, much
how banking breakthroughs from the 19th
and 20th centuries made it possible for
industrial capitalism to flourish. By doing
this, it changes not just how financial
services are technically delivered but also
how finance is conceptualized, moving away
from institutional rigidity and toward
technological fluidity, from centralized
control to dispersed access, and from static
goods to adaptive platforms. Like banking
institutions used to be, FinTech is a
contemporary  pillar ~ of  innovation,
efficiency, and stability as the global
financial landscape struggles with political
upheavals, economic shocks, and
technological changes.

However, it is important to
acknowledge that while fintech offers
numerous benefits, it also introduces new
risks. For example, the increasing use of Al
in financial services raises concerns about
market concentration and potential systemic
issues if these systems fail (Das, 2024).
Therefore, while fintech contributes to cost
reduction and enhanced stability, it is crucial
for financial institutions and regulators to
address these emerging risks to maintain a
robust financial ecosystem.

Conclusions

The emergence of FinTech represents
a turning point in the financial industry's
development, echoing the revolutionary
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innovation and upheaval that traditional
banks once pioneered. Similar to the banking
establishments that revolutionized trade and
economic cooperation in the industrial and
post-industrial periods, FinTech businesses
have become trailblazers in the digital era,
changing the way that financial services are
obtained, provided, and used. Their creative
application of blockchain, cloud computing,
and artificial intelligence has made it
possible to develop incredibly effective,
scalable, and customer-focused systems.
These platforms challenge banks' long-
standing dominance in key areas, including
payments, lending, asset management, and
even regulatory compliance in addition to
lowering costs and improving access.
FinTech companies have started to take on
roles that were previously thought to be
limited to the banking sector, such as serving
as credit intermediaries, payment facilitators,
and even deposit alternatives through digital
wallets and stablecoins, as financial services
become more digital, decentralized, and
integrated into everyday platforms.

This  development  signifies a
paradigm shift in the composition and
operation of financial intermediation, going
beyond merely improving technology.
FinTech now provides a more flexible and
responsive model that better suits the needs
of digitally native consumers, small
businesses, and underbanked populations.
Historically, traditional banks were the main
nodes in the financial ecosystem, mediating
capital flows, protecting assets, and
promoting economic growth. This change is
especially important in a time of
unpredictable global economic conditions,
when institutional efficiency and flexibility
are critical. Although banks still play a
crucial role in financial stability and
regulation, their monopoly on financial
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infrastructure is being challenged by highly
specialized, flexible, and data-driven
FinTech companies.

Important concerns regarding the
financial system's resiliency and future
identity are also brought up by this new
rivalry.  Although FinTech encourages
efficiency and inclusivity, it may create new
systemic risks if it continues to engulf
traditional banking operations, particularly
in the absence of comparable regulatory
oversight or capital requirements. Therefore,
striking a balance between encouraging
innovation and maintaining macro-financial

stability is a problem for regulators,
policymakers, and financial institutions.
Open banking, sandboxes, and public-

private partnerships are examples of
collaborative frameworks that can provide a
compromise, enabling FinTech to thrive
while  maintaining  the  fundamental
protections of the financial system.
All things considered, FinTech is
both a disruptor and a successor to the
banking legacy. It reflects the innovative
role banks once played during previous
economic changes, but it also portends a
future in which the concept of financial
intermediation itself is changing. FinTech
and traditional  banking's  continuous
convergence—and possible collision—is a
defining characteristic of the next chapter in
financial history and goes beyond simple
market competition.
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Summary

Construction, as a sector of the economy,
plays a vital role in the creation of fixed
assets across all branches of the national
economy. Consequently, the development of
each sector is largely dependent on the scale
and progress of construction. Construction
output is both diverse and highly
individualized. It provides the material
foundation for all sectors of the economy
while  simultaneously  consuming the
products of more than 70 branches of the
national economy.

Without construction, the operation and
further development of other economic
sectors would be unimaginable — and vice
versa. Therefore, analyzing the construction
sector and studying its development trends is
of great importance. Interest in this field is
driven by its status as one of the leading and
dynamically developing branches of the
national economy. In 2024, the share of
construction in the sectoral structure of
Gross Domestic Product (GDP) amounted to
8.4%, which is 0.8 percentage points higher
than the figure recorded in 2023. The value
added by the construction sector demon-
strated a growing trend between 2016

95

and 2023, with a decline observed only
during 20202021, primarily due to the
COVID-19 pandemic. During the analysis
period, the average annual absolute increase
in value added amounted to GEL 25 million,
while the average annual growth rate reached
107.9%. In parallel with the growth of value
added, the number of registered construction
entities increased between 2019 and 2023.
Specifically, according to officially declared
data, 21,280 construction entities were
registered in 2019, of which only 10,819 —
or 43% — were active. By 2023, the total
number of registered construction entities
had increased to 42,707, with 19,126 of them
being active, accounting for 44.8%.

Key economic indicators of the construction
sector have exhibited a consistent upward
trend. Between 2019 and 2023, the turnover
in the sector increased from GEL 8.3 billion
to GEL 12.1 billion, while intermediate
consumption grew from GEL 5.3 billion to
GEL 8.7 billion. In terms of total turnover,
24.4% was accounted for by large
construction enterprises, 31.3% by medium-
sized enterprises, and 44.2% by small
enterprises. During the same period, the
volume of production output increased from
GEL 8.9 billion to GEL 13.5 billion,
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reflecting a growth rate of 151.7%.

The construction sector is one of the
largest employers in the country, engaging
a significant portion of the economically
active population. While employment in
construction has been increasing, the
sector’s share in total wage employment has
been gradually declining.

The rapid growth of the construction
sector has naturally led to a sharp rise in
wages. Between 2019 and 2023, the average
monthly nominal wage in the construction
sector increased from GEL 1,641.8 to GEL
2,312.9 — a growth of 140.9%. In terms of
this indicator, the construction sector ranks
second only to the financial sector. The
average monthly nominal wage in the
construction sector exceeds that of overall
wage employment in the national economy
by GEL 546.1 (GEL 2,3129 - GEL
1,766.8), which represents a 30.9%
difference. In recent periods, construction
output has been characterized by an upward
pricing trend. This increase has mainly been
driven by rising prices for production factors
in the construction sector and increased
demand for residential housing. The latter
has largely resulted from a surge in
immigration following the outbreak of the
Russia—Ukraine war.

Changes in the prices of production
factors used in the construction process,
compared to a base period, are reflected in
the Construction Cost Index (CCI). The CCI
is an important macroeconomic indicator

and civil engineering structures during the

reporting period, compared to a base period

(3.4).

The Construction Cost Index
includes expenditure categories such as:

- Expenses incurred by the construction
company on raw materials and
construction supplies used during the
building process;

- Labor costs for workers directly
employed in the construction process;

- Costs associated with the use of
machinery and equipment during
construction;

- Expenses related to transportation, fuel,
and electricity;

- All other construction-related costs
(excluding land value and architectural
design fees).
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Summary financial resources in promoting Georgian wine.

Viticulture in Georgia has a centuries-old  Notably, in recent years, some Georgian wine
tradition and plays a significant role in the  producers have successfully established a
country's socio-economic life. The Kakheti  presence in European, Asian, and American
region is particularly notable, as a large part of  markets. However, the volume of wine exported
its population is engaged in viticulture, making  to these markets remains a small portion of total

their income heavily dependent on it . production.
Over the years, many farmers in Georgia have As of 2024, the top five export markets for
accumulated extensive experience in viticulture,  Georgian wine are:
but due to certain challenges, they have been 1. Russia—$176.26 million
unable to establish themselves as entrepreneurs. 2. Poland — $15.17 million
Therefore, specific measures need to be taken in 3. Kazakhstan — $9.76 million
this direction. 4. China — $8.2 million
According to research based on E. 5. Germany — $5.57 million
Kharaishvili’s application of Porter’s “Diamond” As you can see, Russia remains the largest
model, several key factors hinder the importer of Georgian wine.
development of Georgian viticulturists, According to data from the National Statistics
including: Office, in recent years, both the funds allocated
1. Grape prices; for subsidies and the indicators of export and
2. Land fragmentation and small land grape production volumes have been increasing.
plots; So how can we determine whether subsidies
3. Low-quality grapes; have a positive impact? And how can the
4. Limited access to modern technologies government stop subsidizing the population
or lack of knowledge on their usage. when these funds serve as a primary source of
To address these issues, government income for many people? Especially considering
involvement is essential. that a significant portion of the population in

The Georgian government primarily subsidizes  Georgia, particularly in the Kakheti region, is
grape production to support farmers and wine  employed in viticulture.

producers. The forms of subsidies include direct To answer these questions, it is essential to
financial assistance, preferential loan conditions, analyze various data, conduct surveys among the
crop insurance, and investment support. population, review existing research, and

The government also invests significant consider other relevant factors.
103
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Subsidies have both positive and negative
effects.
Positive aspects include:
Support for viticulturists
Stimulation of the wine industry
Regional development, among others
Negative aspects include:
Budget burden
Quality control issues
Disruption of the natural market
mechanisms, among others

The policy of grape subsidy contributes to
economic stability in the short term, but in the
long term, it requires a more balanced approach.
In my opinion, if subsidies are used correctly,
they will help strengthen farmers and the wine
industry, but it is essential that they be timely
adjusted to prevent the artificial disruption of
market mechanisms. Additionally, | believe it is
crucial that subsidies become more targeted,
focusing not only on quantitative production but
also on quality. Furthermore, for long-term
sustainability, alternative economic mechanisms
could be implemented, such as:
Promoting innovation
Improving insurance systems
Supporting the production of organic
wines
Developing wine and grape storage
facilities

104

The economic effects of grape subsidies in
Georgia are multifaceted. It is important that the
subsidy policy be flexible, adapted to market
demands, and implemented thoughtfully to
ensure its long-term positive impact on the
country's economy. It is essential that subsidies
target not only the quantity of grape production
but also its quality and innovation.
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Summary

In the modern world, where information
and technology are developing rapidly, the
educational system faces new challenges and
opportunities. Education is no longer a static
process. It is constantly adapting to the
demands of the times and the needs of
society.
Competition, globalization, and
informatization have not only affected
traditional spheres of human activity but also
the labor market- the demand structure
formation.

In a world where information doubles
every two years and technology changes
professions faster than students graduate
from university, the question is relevant:
What skills do business administration
students need to succeed in the future?

World  experts in  education,
psychology, and business unanimously
recognize critical thinking as a necessary

condition of life in the 21st century.
Moreover, in a report of the World
Economic Forum, “New Vision for

Education,” critical thinking was named one
of the most important skills of the 21st
century.

Critical thinking is more or less important in
all fields of activity, but it is essential for
some professions, especially for managers.

Profile,

112

Vol. 20, 1(29), p. 104-114. DOI:
The need for management knowledge and
critical  understanding is  becoming
progressively clear.

Management is one of the paramount

disciplines not only for  business
administration and economics students but
also for future engineers, lawyers, civil
servants, and others.
Modern management is difficult to imagine
in the form of precisely formulated rules and
instructions for activities. In a rapidly
changing and complex environment, modern
managers must be able to creatively
approach solving non-standard problems,
manage employee relations without conflict,
motivate them, encourage them to work, etc.
Achieving all this is impossible without
critical thinking skills.

Studies show that the absolute
majority of respondents believe that critical
thinking is very important in life, but most
people do not possess these skills.

Critical thinking, as a competence,
involves the ability to search for information,
select arguments, and formulate evidence-
based conclusions. Some studies show that
critical thinking formation does not occur by
itself but in line with other educational
outcomes. Thus, purposeful work is needed

to develop this skill in students.
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To meet the challenges of the 21st
century, in the process of mastering
management, the following learning and
teaching methods and techniques are used to
develop critical thinking skills:

The interactive strategy "l know - | want
to know - what | learned” by Chicago
professor Donna Ogle.

Brainstorming- a teaching method where
students are given time to share their
opinions and ideas about a specific issue
or question created on the spot.

Asking thin (simple) and thick(complex)
questions. Simple questions require
providing unified answers, while
complex questions demand a higher level
of thinking, e.g., analysis and synthesis.
INSERT, a teaching method that
involves marking the text specifically
while reading.

Demonstration method for
presenting information.

Case (case analysis, situational task)- the
best method of learning through
experience,  which  enables  the
application of theoretical knowledge in
practice.

Therefore, we should employ active
teaching strategies and methods that
optimise the integration of practical tasks and
cases into the learning process to foster
critical thinking. By using active teaching
methods, the center of gravity shifts from the
teacher to the student, and the role of the
learner increases: the lecturer takes on the
role of a "facilitator,” which encourages the
student to take on more personal
responsibility for learning and becomes an
active learner.

Ultimately, critical thinking is more than an
academic skill. It is a fundamental skill
transforming every aspect of a student's life. In a
world where artificial intelligence is already
performing routine tasks, critical thinking
remains a unique human advantage.

visually
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Summary insurance has appeared on the market, which
The circulation of green financial includes identifying, assessing, and covering
instruments in both the United States and  Climate change risks. It helps to finance

. . . . sustainable projects and its main types are:
European Union countries, as well as in Georgia, fici . _ . ok
is an important step towards achieving Energy efficiency insurance: covering risks

sustainable development goals (SDGs) and of energy efficiency projects such as the

financing ecological projects. However, this mr;}len:en?aﬂond h of _energiy-savmg
process still faces several challenges: market technologies and the construction of energy-

development and liquidity, regulations and efficient buildings.

standards, lack of information and awareness, - Renewable energy insurance: covering risks

financial risks and stability, and the impact of of solar, wind, and hydropower projects.

climate change. - Waste management insurance: covering risks
In Georgia, the effectiveness of the of waste recycling and waste management

circulation of green financial instruments is infrastructure development.

determined by both issuers and investors, Green financial relations in Georgia require a

borrowers, and insurers. It depends on who  complex approach and multifaceted actions. This
benefits in which direction, but so far there is no  includes market development, improvement of
transparency of results. Measuring the  regulations and standards, dissemination of

effectiveness of their circulation and its  information and raising awareness, development
transparency is important because it allows of financial incentives, and climate change
organizations and individuals to better manage  adaptation strategies. Also, solving existing
resources and gain maximum benefit. challenges in the following ways:

During the research, the circulation of green -~ Attracting more investors and diversifying

bonds issued by various companies and the financial instruments for the development of
statistics of green loans issued by commercial the green finance market. Also important is
banks were studied and evaluated. It was the support and partnership of international
revealed that since 2019, the effectiveness of financial institutions.

green financial relations has been increasing
annually. It is especially noteworthy that green
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Developing clear and transparent regulations
and standards that ensure investor
confidence and market stability, despite the
fact that the sustainable finance guide
developed by the National Bank and ESG
guidelines play an important role in this
process.

Dissemination of information and raising
awareness about the benefits and importance
of green financial instruments. This may
include marketing campaigns, workshops,
and training.

Development of financial incentives and
benefits that will help attract investors and
stabilize the market. Also important is the
support and partnership of international
financial institutions.

Developing and implementing climate
change adaptation strategies that ensure the
sustainability and long-term success of green
projects.
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