«L13 (UrSutuh) 25-UU3U MESUUULNEE3UL
aGNLrEMrNFULENL N

urah uursuirudscrouere»
Jhowqquwjhu Gphunwuwpnwywu ghinwdnnny
15-18 ubwwntuptph 2016p.
Upgwhu (L13), p.UnGihwuwytnun

L3NHE’ENrPh gNINYUSBNE

«25-JIETUE T'OCYJAPCTBEHHOCTH HKP
(APIIAXA):
JOCTUXEHHNSA U COBPEMEHHBIE BbI3OBbI»
MEXTYHAPOIHAS MOJIOAEKHAS KOH(DEPECHIIUS
15-18 cents6ps 2016r.
Apnax (HKP), r.Crenanakept

CBOPHUK MATEPHAJIOB

U5QUU-OMYCA
EMrG4UL-EPEBAH
20716



Snwiinwnpwlynepywl E Epupfuwdnnyty UinGhwlwlEninh UGupnw Uwpuwng
hwdwuwnwuh Ghinwlwl funphpnp npnpdwidp

Pexomenoosano k ny6/zul<a14uu peuwienuem Yuenoeo cosema

Yuueepcumema Mecpon Mawmoy 2. Cmenanaxepma

351 94(479.25):32.001:342:06
QUM 63.3 (53)+66.0+67.400
L 657

hdpwgpwlywl fjunphnLpn

h.a.n., ypnd., 33 AUU wywn. .U Qwghywt Uwhiwaguwh), th.g.n., ypnd., 33 AUl
pnr. wunwd WU.Uwlwuwl, h.g.n., wypnd. I.U.UJwlubuywl, w.g.n., wnpnd.
9N Pwwjwl, h.g.n. d.dL.9pngnle, h.g.n., wypnd. WA vwswwnpjut, p.g.n., wpnd.
U.U.Uwpgqupjul, p.g.n. U.U.Uphuwujwl, wn.g.n., ypnd. 3.L.Uwpquul, w.q.p.,
nng. L.E.Awnnwuwpwl, p.q.E., Nnng. v.U.Quiunjwl, wn.q.p., nng. G.N.3wjphjwl,
h.g.p. WA Iwpnippntywl, h.g.p., nng. WUW.Uwlwuwl, h.qg.p., nng.
U.Q.MGwnhyjwu

PeZ[aK].[PlOHHaﬂ KoJ11erusd
n.10.H., mpod., akax. HAH PA T'.C.Kasunsu (npencenarens), I.¢.H., mpod., WieH Kop.
HAH PA A.C.ManacsH, 1.1.H., npo¢. I'.M.ABaHecsiH, 1.u.H., npod. B.P.banasin, 1.10.H.
B.B.I'py3aeB, n.1o.H., mpod. A.I'.Xauarpsin, nm.H., npodp. M.M.Maprapsin, IILH.
C.M.MuHacsH, a.5.H., npod. I'JI.Capresin, k.u.H., pou. H.D.barnacapsin, K.I.H., 101l
X.C.l'ancrsin, k.9.H., gon. E.P.AlipusaH, k10.H. A.JJ.ApyTIOHfiH, KIO.H., [OIL.
A.A.MaHnacsH, k.10.H., goi. C.I'.Iletuksan

L 657 «L13 (Upgwfiup) 25-wdjw wbwmwywlnipjwl dbnppGpnudubpu nL wpnh
dwpunwhpwytnpubpp»  Jhpwqgwihu  GEphnnwuwpnwywl  ghwnwdnnnyh
Ujncebnph dnnnwént - Bp.: UEQUU, 2016, 320 ky:

dgnnnjwéninud UGpwnywéd Gu «L13 (Upgwiuh) 25-wdjw wGwnwywuniejwl
dGnppGpnLdUGpUu nL wpnh JwpunwhpwytpuGpp» funpwgpny Jhowqguwihu Gphunw-
uwpnwywu ghunwdnnnyh Ujnetpp:

B cOopHHMKe BKIIOYEHBI MaTepHaibl MEKAYHAPOIHOM MONOAEKHOW HAaydyHOH
koH(pepenyn «25-nerue rocynapcrseHnoctd HKP (Apnaxa): mocTimkeHHsS U COBpeMEHHEIE
BBI3OBED».

381 94(479.25):32.001:342:06
QU 63.3 (53)+66.0+67.400

ISBN 978-9939-1-0465-2

© Upgwfjuh Gphnwuwpn ghnbwywuubph W
Jwulwgbwutph vhwynpned, 2016



THE ROLE AND NECESSITY OF FORECASTS IN THE MODERN TIMES
OF ECONOMIC CHALLENGES

Nina BALAYAN

ASU, the Faculty of Economics and Engineering, Bachelor 4th year
balayan96@mail.ru

Scientific supervisor- Candidate of Economic Sciences, Docent Karen Nersisyan

The world economy continues to develop with disproportionate rates and
under significant uncertainties, which obliges to assess the potential impact of
possible risks and deviations from forecasts. Today we stand in front of such
changes, without which it would be difficult to avoid serious economic challenges
and to anticipate all the possible risks. The main directions for maneuvering the
challenges are

* Active involvement in integration processes,

* The development of internal resources,

» Accurate macroeconomic forecasts.

In general, the forecasts of economic situation are important for several
reasons. First, the existence of an efficient economy, ensuring economic growth
and increasing incomes of the population are very important goals for economic
policy. Macroeconomic predictions not only give the information about the
accomplishment of the above introduced goals, but also provide overall
imaginations about economic environment, which are important for the formation
of government policy, strategy and other aspects. In other words, macroeconomic
projections give a picture of the real environment in which it is necessary to
operate'. The second major justification for economic forecasts is that the national
economy has a great impact on the country's financial resources and thereby
present a basis for assessing the risks associated with the possible increasing
workload of the budget in the future. In general, the main purpose of prediction
methods is observation of the potential development of this or that event. The
forecast is especially urgent for primary problems of countries and societies,
systematic assessment of the current situation and for formation of ideas about
future developments. Today forecasting problem is other: it supports the
development of scenarios and the scientific justifications of decisions. There are
different classifications of forecasts’. According to the duration of the forecasts,
they can be operative (per year), short-term (1-5 years), medium term (5-15 years)

! Harutyunyan, G., about making any forecasts, Yerevan, 2011, page 98.
4 MenoroBa JI., AHaNU3 CONEPKAHHSA — COLMONOTHYECKUI METON M3YYeHHS CPEJACTB MACCOBOIR
KOMMYHUKanuu, Mocksa, c. 125.
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and long-term (15 years or more). We can also differ searching and normative
types of forecasts.

The essence of surveying forecast is that there are made judgements about
potential developments of the research object, based on the study of its past and
present.

The normative forecast assumes the definition of the necessary aims and
means for the object's desired changing in the future. It is more common to
separate two types of methods for prediction: experimental or intuitive and formal.
Each of these has its own species.

1) Intuitive or experimental

- Individual (interview, the construction of scenarios, analytical records)

- Collective (brainstorming, commissions method, Delphi method, the target
tree).

2) formal

- Extrapolation (simple extrapolation, the method of least squares, the method
of averages, smoothing method, harmonic balance method, autoregression method)

- Structural (structural, imitative, network, statistical modeling methods, based
on a regression equation, based on the equalization systems);

- Economic-mathematical methods (deterministic, linear-dynamic, nonlinear,
stochastic (probabilistic) methods).

In RA and NKR are used intuitive methods of forecasting. In particular,
personal interviews, expert-analytical methods and focus group discussions with
experts (as well as brainstorming, commissions method; on the contrary almost not
used Delphi method).

Of course, deeper and more comprehensive is investigated the present, the
more accurate projections will be'. As the methodological basis of forecasting
serves the principle that all events taking place in the world have some causal
mechanism.

Thus, according to PwC research group "The world economic growth in
2050" forecasts”, 2050 will move quickly to developing countries. By 2020 E7- the
Big Seven developing countries (China, India, Brazil, Russia, Mexico, Indonesia
and Turkey) likely will go forward from the G7-Big Seven developed countries
(US, Japan, Germany, Britain, France, Italy, Canada ). Global scenario will change
as early as 2020, when China leading not by imitative as innovative methods, will
outstrip the lead of global economy, the USA. According to forecasts, significant
growth in global economy will have India. In 2030 this country will have 13
percent growth in the world GDP outstripping. Japan, and in 2050 the USA. It is
also expected that by 2050 from the ranks of G20 will leave Australia and

! TaBagsin A.A. [Toporu 4yBCTBHTEIHHOCTH MOCTCOBETCKON SKOHOMHUKH, MesKIyHapOIHEIH HayqHO-
oburecTBeHHBIH xKypHAI «Mup nmepemen», N2, Cankt-IlerepOypr, 2013, c. 91.
2 Manly B., Multivariate Statistical Methods, Third edition, Chapman and Hall, 2005, p.65.
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Argentina, which will create new integration opportunities for Vietnam and
Nigeria. Until 2050 Great Britain will barely maintain its position in the list of 10
countries with the largest economies, occupying the 9th place according to GDP at
market exchange rates and the 10th place by the index of purchasing power . EU,
according to the forecasts of "next 100 years," report, will increase European
segmentation, but this fact will not change the character of the European economic
model. The greatest danger will face especially Germany. With the export-oriented
economy, it will have serious losses, as each 5% reduction of export will lead to
2.5% dockage of GDP. Russia will confront the economic crisis because of the
contruction of oil prices. In this active period of serious transformations the USA
will still act as a superpower, whith developing relations with Great Britain,
Northern Ireland and Allied military displaying outside the NATO framework.

Current geopolitical developments and the behaviour of international markets
have unpredictable changes and hence the external economic situation of RA and
NKR become a source for various challenges'. In NKR there are some risks
conditioned with actual external and internal problems such as the internationally
unrecognized status, imperfection of legislation and practice, the unstable regional
situation. Among the main challenges can be underlined Azerbaijan's direct
military threat against our country, especially recently started the four-day war
against Artsakh, as a result of which, the economy suffered direct and indirect
losses. According to the preliminary estimates the damage has reached about 779
million and related to the large scale aggression suffered more than 850 people.
The major hurdle for the country is also a risk that the forecast is for the medium-
term sector, while they are absent for long-term developments. But even for the
medium-term programs forecasting methodology and researches are needed
improvement.

In NKR in terms of realism for the operations of MTEF there can be identified
some factors influencing the programmed fiscal scenario.

The most important of those can result in need to make corresponding
revisions in expenditure programs. In this view, the forecasts underlying the
MTEF contain certain risks. Therefore, a thorough analysis of the risks is
especially initial with the description of the risks, potential risks,decision of their
rising probability, outcome indicator's influence, as well as the operation of
possible ways of overcoming these development risks.

In my opinion, the MTEF projections would be more realistic if they were
adopted by budgetary rules to avoid future crises and to ensure economic
development. At the same time, the application of budgetary rules would allow to
reduce the foreign economic dependence of the state budget, to increase its
stability and to balance the budget system. There should also be allotted an

! Shukla, G.P., Fiscal Regime for Mining Sector in Armenia, 2010, p. 58.
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important role for application of scenario approach'. During the budget planning
this approach will surely have a positive impact in terms of risks reduction,
because, in our opinion, there are quite uncertain, risky problems in terms of our
economic development. During the MTEF draftings it is important to ensure
reliability of comprehensive medium-term macroeconomic forecasts, which will
reflect the comprehensiveness of predictions. They must also disclose how the
macroeconomic risks are during the fiscal indicators changes and whether these
changes are taken into macroeconomic forecasts.

Overall, these following steps implemented in the MTEF draftings in NKR
are:

* Sectoral planning

» Growth forecasts of large organizations

* Previous years' trends coordination

* Expert assessments

» Comparison of current year's actual and expected indicators

Thus, it is evident that the estimates substantiated by mathematical modeling
elements aren't absent in the medium-term projections. Considering this fact, the
following econometric model is observed:

q = 0o + aymg + azhy + g, (1)

q: - the rate of economic growth in the t- th year,

m; - the growth rate of gross capital formation in the t- th year,

h; - the rate of growth of human capital in the t- th year,

oy, 0y -unknown parameters of the econometric model,

g~ random error of the model in a t-year,

t- an index which shows the year. Moreover, the model used for the 2005-
2015 period. data.

To assess (1) econometric model we use the Dick-Fuller's test and revealed
that all used series are non-stationary. For making these series stationar we must
observe model with second-class differences. In addition, it can be considered that
the economic growth rate this year may depend on the growth rates of previous
years. Thus, it is appropriate to assess the following model, which describes these
attachments more objectively.

D(D(qy) = Po + B1D(D(my)) + BD(D(hy)) + & (2)

where: D(D(qy)), D(D(my)), D(D(h,)) - these indicators with the second-order
difference

Bo, B1, B2, - the unknown parameters of the econometric model,

O the random error of the model in t-year.

Now we can estimate (2) model by the method of the least squares to gain the
following estimated model.

TeBuksn A.P., CueHapHblii aHanmu3, Kak IIEPCIEKTHBA JOITOCPOYHOTO IIPOTHO3UPOBAHUS
COIMANBHO-)KOHOMIYEcKoTo pa3Butust Apmenun, Cankt-IlerepOypr, 2013, c. 83.

www.aegmm.org 309



D(D(q,) = 3.24D(D(my)) + 0,6D(D(hy)) (3)

The free member is absent in this member, as the evaluation showed that it is
not significant. Doing some arithmetic operations we can obtain the final model.

q:= 13,221 + 3,24m, + 0,6h, (4)

According to the results of (4) model, there can be made the following
conclusions:

* In other equal conditions 1% increase in the growth rate of gross capital
leads to a 3,24% increase in the rate of economic growth.

* In other equal conditions 1% increase in the growth rate of human capital,
leads to 0.6% increase in average economic growth rate.

* Free member shows the average rate of economic growth.

Thus, the role of mathematical modeling mechanism in economic efficiency
and realism is great and only using them in forecasts and projections can
accurately reflect how far the program indicators are realistic.
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Huna banaan

POJIb 1 HEOBXOANMOCTDB TIPOTHO3WPOBAHUS B
COBPEMEHHOM JTAIIE 9dKOHOMMWYECKHUX BbI3OBbI

KioueBble c10Ba: MaKpOIKOHOMUYECKUE NPOSHO3bI, IKOHOMUYECKUE GbI308bL,
Memoobl NPOSHO3UPOBAHUSL, IPpexmusHas oyenKa mooenu

B cratee paccMoTpeHa poilb M BAXKHOCTh J(D(PEKTUBHBIX MEXaHHU3MOB
MPOTHO3UPOBAHUS TEKYIICH SMOXH SKOHOMHUYCCKUX PeopM Ui YCTOHYUBOTO
pa3BUTHS KOHOMHKHA M MaHEBpa SKOHOMHUUYCCKUX Mpobiem. B 3ToM KoHTEkcTe
ObUTa CcleNaHa CChUIKA Ha HKOHOMHUYCCKHE BBI3OBBI U PHCKH, CTOSIIUC TEpe
Hamen CTpaHOM. B YaCTHOCTHU paccMaTpuBaach HEOOXOIUMOCTh
COBEPILICHCTBOBAHMS METOJOJIOTHH MPOTHO3UPOBAHUSA B Ipolecce pa3pabOTKu
CIIT'P. B cBsi3u ¢ 3THM, OBIITH ClieTaHbl KOHKPETHBIE pEKOMEHIAINH

Nina Balayan

THE ROLE AND NECESSITY OF FORECASTING IN THE MODERN
TIMES OF ECONOMIC CHALLENGES

Key words: macroeconomic forecasts, economic challenges, forecasting
methods, effective model assessment

The article reviewed the role and importance of forecasting’s effective
mechanisms in the current period of economic reforms for sustainable economic
development and economic challenges maneuvering.. In this context, it was
referred to the economic challenges and risks facing our country. Particularly there
was observed the need of improving the forecasting methodology of the MTEF in
the process of drafting. In terms of it there were made specific recommendations.
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