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Abstract. This article assesses the impact of the association agreement with the European
Union on Georgia, Ukraine, and Moldova. The monetization index is the ratio of the money supply
of the M2 aggregate to the GDP of the studied economy. The consumer price index reflects the
change in the value of a certain consumer basket. This index is the ratio of the money supply of the
M2 aggregate to the GDP of the analyzed economy. The article substantiates the expediency of
using such particular indicators due to their monthly update and lower susceptibility to artificial
manipulation. For each country, two specific time periods were selected, before and after the entry
into force of the association agreement with the European Union. The time intervals were chosen to
exclude abnormal events that could affect the accuracy and objectivity of the study. The data
obtained were reduced to a general form through econometric transformations. For the selected
time intervals, using vector autoregression and the Granger causality test, the dependences of the
analyzed indicators of each country on such indicators of the euro area were determined. The
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dependence coefficients of the Granger causality test were compared for the time periods before
and after the association agreement for each country. Based on the transformed monetization index
and consumer price index, conclusions were drawn regarding the change in the degree of mutual
influence of the European Union economy on the economies of the countries represented. The
conclusions analyze the possible reasons for the data obtained, as well as compare the
geographical and economic conditions of each country in the context of the results of the study. The
impact of the association agreement with the European Union on the overall economic dependence
of Georgia, Ukraine and Moldova on the European Union has been assessed. The countries
actively participate in European integration. The study builds an understanding of the depth of
integration of each country, as well as analyzes the dynamics of its change in recent periods.

Key words: VAR model, monetization index, M2 aggregate, money supply, Georgia, Moldova,
Ukraine, European integration, Customer Price Index, Granger causality test

Anomauia. V yiti cmammi 00CniodNcyemvcs 8NIUE 002080pYy NPo acoyiayito 3 €8poneticoKum
Corwsom na I'pysiro, Yrpainy ma Monodogy. V sxocmi ananizosanux iHouxamopie 0y10 00Opauo
iHOeKc MoHemu3ayii eKOHOMIKU Ma IHOEeKC CHOJICUBYUX YIH, A THOEKC CNONCUBUUX YIH 8I000Opadicae
3MIHY 8apmMOCMI Ne8HO20 CNONHCUBH020 Kowiuka. Taxkuil iHOeKc oOUUCTIOEMbCS Yepe3 GIOHOULEHHS.
epoutogoi’ macu azpecamy M2 oo BBII exonmomixu, wo oocnioxcyemovca. Cmamms po3zenaoae
OOYINLHICMb BUKOPUCAHHA CaMe MAKUX NOKA3HUKIE 3 MOYKU 30pPY IX WOMICAYHO20 OHOBNEHHS, a
MAKOAHC MEHWLOI CXUNbHOCMI 00 WIMYYHUX MaHInyaayiu. /s KodcHoi kpainu 6yno eudiieHo 08a
KOHKpemHi 4acosi 6i0pi3Ku, 00 [ Nicis HAOPaAHHA YUHHOCMI 002080py MIdC KpaiHamu ma
E€sponeticokum Corwszom npo acoyiayiro. Yacoei 6i0pisku 00paui 3 ypaxy8aHHAM GUKIHOUEHHs
AHOMANLHUX NOOTU, AKI 6 6NIUHYMU HA MOYHICMb | 00'€ekmusHicmb docaiodicents. Ompumani Oani
0y10 npusedeHo 00 3a2albHO20 BUNIAOY UYepe3 eKOHOMempuuHi nepemeopenHs. [lna obpaHux
yacosux GIOPI3Ki6 WIAXOM 8eKMOPHOI asémopezpecii ma mecmy npuuunnocmi I petinosxcepa 6yno
BUZHAYEHO 3ANeHCHOCMI AHANII308AHUX NOKAZHUKIE KOJCHOI KpAiHu 8i0 MAKUX NOKA3HUKIG OJis 30HU
€8po. 3pobieno nopisHAHHA Koeiyienmis 3anedcHocmi mecmy npuwunnocmi I petinooicepa 0as
mumyacosux 6iopiskie 0o ma niciisi 002080py npo acoyiayito 3 €C 0na Koocnoi Kpainu. Ha
niocmaei KOHEEPMOBAHO20 THOEKCY MOHemu3ayii ma iHOeKcy CROMCUBYUX YIH 3POOJIEHO BUCHOBKU
Wooo 3MiHU pI6HSA B3AEMHO20 6NIUBY eKOHOMIKU €gponeticbkoco Cow3y HA eKOHOMIKU
npeocmasieHux KpaiH. YV 6ucHoskax aHanizyliomecs MONCIUSL NPUYUHU OMPUMAHUX OAHUX, a
MaKo*c NPOBOOUMbCSL NOPIBHAHHS 202PAPIUHUX MA eKOHOMIYHUX YMO8 KOJCHOI KpaiHu y po3pisi
pe3yribmamis 00CniodHceHHs. 30IUCHEHO OYIHKY 6NaU8y 002080py Npo acoyiayito 3 €8ponetcoKum
Coro3om Ha 3azanvhy exoHomiuny sanexcuicmu Ipysii, Ykpainu ma Monoosu 6i0 exonomiku
E€sponeticvkoco Coro3y. Kpainu akmueno bepymov yuacmo y esponelicokiti inmeepayii. ¥ npoyeci
00CNIOJCEHHS CMBOPIOEMbCA  PO3YMIHHA 2MUOUHU  IHmMe2payii KONCHOI Kpainu, a makooic
aHanizyemvcs OUHAMIKA ii 3MIH 34 OCMAHHI Nepioou.

Kntouoei cnoea: mooenv VAR, indexc monemuzayii, acpecam M2, epowosa maca, Ipys3is,
Monoosa, VYkpaina, €eponeiicoka inmecpayis, IHOEKC CHONCUBYUUX YIH, MeCm NPUYUHHOCTI
I'petinoocepa

Annomayusn. B Oannol cmamve oyeHusaemcs GiusHue 002080pa 006 accoyuayuu ¢
Eeponeiickum Corwozom wna Ipysuro, Ykpauny u Monoosy. B kauecmse ananuzupyemolx
UHOUKAmMOpO8 OblI0 BbIOPAHO UHOEKC MOHEMU3AYUU IKOHOMUKU U UHOEKC NOmpeOUmenbCKux yeH.
Hnoexc  monemuzayuu s615emcs omuoulenuem OeHeddcHou maccvl aespecama M2 xk BBII
ucciedyemotl IKOHOMUKY, a UHOEKC NOMpeOumenbCKux yen ompasicaem usMeHeHue CmoumMocmu
onpedenennoll nompebumenvckou Kopsuuvl. Cmamesi paccmampuéaem yeiecooOPAHOCMb
UCNONBL30BAHUS UMEHHO MAKUX noKaszamesell ¢ MO4KU 3PEeHUsl UX eHCeMeCsIyH020 OOHOBNIeHUs, a
max nce MeHbulell NOOBEPHCEHHOCMU K UCKYCCMBEHHLIM MAHURYIAYUSIM. [ Kaxcoou cmpanvl
ObLIO B8bLOENEHO 080 KOHKPEMHBIX 8DEMEHHbIX OMpe3Kd, 00 U NOCie CMYNIEHUS 8 CUTLY 002080pa 0O
accoyuayuu ¢ Eeponetickum Coiozom. Bpemennvle ompesku 6blOpaHvl ¢ Y4emom UCKIIOYEeHUs
AHOMANLHBIX  COObIMULL, KOMOpble MO2IU Obl NOGIUAMb HA MOYHOCMb U O0ObEKMUBHOCHb
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uccneoosanus. Ilonyuennvle Oanuvie OblIU nNpUBedeHsvl K 0Ouemy 6udy uepe3 IKOHOMempuyecKue
npeobpazosanus. /11 6blOpAHHBIX BPEMEHHbIX OMPEe3K08 Nymem BeKMOPHOU asmopezpeccuu U
mecma npuuunnocmu I petinddcepa Oviu onpeoenensbl 3a8UCUMOCU AHATUZUPYEMBIX HOKA3ameell
Kasicool cmpanvl Om maxux noxkazameinei 30usl espo. IIpoussedeno cpasneHue ko3gpuyuenmos
3asucumocmu mecma npuvunnocmu I petinodicepa 0Jisl BpeMeHHbIX OMPe3K08 00 U NOcie 002080pa
00 accoyuayuu 05 Kaxcoou cmpanvl. Ha ocnosanuu npeobpazoeannvlx unoexca MoHemuzayuu u
uHOeKca NnompeoumenbCKuUxX yeH cOeNaHbvl 8bl800bl KACAMENbHO USMEHEHUs CMeneHUu 63AUMHO20
enuanus sxonomuku Esponetickoco Coro3a Ha 3KOHOMUKU NpeOCMABNIeHHbIX cmpaH. B evigodax
AHATUZUPYIOMCS BO3ZMONCHBIE NPUYUHBL NOTYYEHHBIX OAHHbIX, A MAK JHce NPOU3BOOUMCSl CPAGHEHUE
2eozpaguueckux U IKOHOMUYECKUX YCIOBUll KaMCOOU CMpaHvl 6 paszpeze pe3yibmamos
uccneoosanus. Ilpouzsedena oyenxa enusanus 0ocosopa oo accoyuayuu c Esponetickum Corozom na
00wy dKOHOMUYeCKYIO 3asucumocmsy I pysuu, Ykpaunvt u Monooswi om Eeponeiickoeo Corosza.
Cmpanbl akmu6Ho npuHUMAarom yuacmue 6 eeponeuckol unmezpayuu. B npoyecce uccnedosanus
gblCMpausaemcs NOHUManue 21yOuHbl UHMe2payuu Kaxcoou Cmpausl, a mak e aHaIu3upyemcs
OUHAMUKA ee USMEHEHUsl 3a NOCNeOHUe Nepuoobl.

Knroueevie cnosa: mooenv VAR, unoexc momemusayuu, acpecam M2, Oenexcnas macca,
I'pysusa, Monoosa, Ykpauna, Eeponeiickas unmezpayus, uHOEKC NOMpeOUMEeNbCKUX YeH, mecm
npuyunnocmu I petindocepa

General statement of problem. European integration involves the gradual reform and
adoption of agreements with the European Union. One such step is the signing of the Association
Agreement. Georgia, Ukraine and Moldova signed the Association Agreement with the European
Union around the same time. In Georgia and Moldova the Association Agreement with the EU
entered into force simultaneously, while in Ukraine there was a one-year delay due to political
conflicts. Enough time has passed to assess the implications of this stage of integration with the EU
for Georgia, Ukraine and Moldova.

The aim of the article is to determine whether the influence of the European Union on the
economies of Georgia, Ukraine and Moldova has increased since the signing of the Association
Agreement.

Introduction. As the analyzed indicator, the Monetization Ratio and Consumer Price Index
was chosen, which reflects the economic situation in the countries and which, at the same time, is
protected from artificial manipulations. The Monetization coefficient is the ratio of the money
supply of the M2 aggregate to the country's GDP:

Monetization ratio= % ,M 2— Monetary aggregate ,GDP — Gross domestic product )

Monetary aggregate M2 includes the amount of all cash in circulation, as well as the amount of
deposits in national and foreign currencies [11]. The monetization ratio is protected from the
influence of uncontrolled money emission, since such actions will only lead to its decrease [1]. A
rapid increase in the nominal money supply in a period of inflation would lead to a faster artificial
increase in GDP, so that the divisor in the equation would progress faster. When the growth rate of
the nominal money supply decreases during GDP growth, confidence in national money increases,
which leads to an increase in the monetization ratio of the economy. More developed countries have
a higher monetization ratio, as it reflects the degree of efficiency of the financial sector.

The consumer price index reflects the level of inflation, which characterizes the state of the
economy as a whole [3]. The Consumer Price Index is the ratio of the cost of the consumer goods
basket for a given month to the cost of the consumer goods basket for the base year, multiplied by
one hundred percent:

Consumer Price Index (CPI )= Cost of the Market Basket ,Given Month % 100%

Cost of the Market Basket , Base Year (2)
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In this study, Granger's causality test will examine short time intervals from 2 to 3 years before and
after the signing of the Association Agreement with the European Union. The main problem is the
lack of observations when using quarterly or annual data for a valid vector autoregression. The
Monetization Ration and the Consumer Price Index are calculated by the economies on a monthly
basis. Consequently, for the two years under study we will have 24 observations, and for the three
years we will have 36 observations. This is sufficient for the Granger causality test. The minimum
requirement for its objective indicators is at least 20 observations. For example, GDP per capita is
also a good economic indicator, but it is observed annually and quarterly. Taking quarterly data for
2 and 3 years we get 8 and 12 observations, which is not enough for a qualitative VAR model.
Quarterly and annual indicators are inefficient for building VAR models on short timeframes.

Recent literature review.

The topic of the Association Agreement with the EU is actively studied by Ukrainian and
foreign researchers. In particular, in Ukraine the impact of European integration on the development
of national economies is studied in the scientific works of P. Dziuba, O. Rogach, O. Shnyrkov, S.
Yakubovskiy [O. Shnyrkov and D. Pliushch, 2021: 13; O. Rogach, O. Shnyrkov, P. Dziuba, 2019:
14].

At the same time, the existing studies do not fully use all the econometric modeling tools that
make it possible to establish the relationship between individual key indicators of integrating
countries. In particular, the topic of changes in the dependence of economic indicators of countries
on the European Union after the signing of the Association Agreement requires further exploration.

The relationship between the debt indicators and the economic growth of the European Union
through the Granger causality test was investigated by A. Marton [A. Marton, 2021: 19]. The author
considered the public debt of the European Union as a potential source of danger to economic
growth. The author concluded that only public debt has a causal effect on economic growth, and
there is no reverse effect.

The impact of foreign capital inflows on Eastern European countries is studied in scientific
work of S. Yakubovskiy, T. Rodionova and A. Kyfak [S. Yakubovskiy, T. Rodionova and A.
Kyfak, 2019: 8]. By conducting the Granger causality test, the authors confirmed the significant
impact of foreign investment on exports, imports, trade, and current account balances showed for
countries such as the Czech Republic, Slovakia, Hungary, Poland, and Ukraine.

As an alternative for the European Union economical area, the trade relation between India
and other BRICS countries was analyzed using the Granger causality test by N. Kubendran [N.
Kubendran, 2020: 20]. BRICS is an acronym for the following countries: Brazil, Russia, India,
China and South Africa. The Granger causality tests results showed a positive impact on Indian
Economy for trading with BRICS countries. The study also insists that India should strengthen its
trade ties with the BRICS countries, which would help it get better economic growth.

Granger's causality test, while having enormous scientific potential, has many unexplored
areas in which it can be applied. One such unexplored area is the consequences of the Association
Agreement with the European Union.

Research method. For each country, two periods were selected before and after the
Association Agreement with the EU. The data period varies from two to three years, depending on
the situation in each country. In Georgia and Moldova, the Association Agreement entered into
force on July 1, 2016 [7, 10]. The initial task is to choose the period before and after this event,
taking into account the exclusion of anomalous economic events. Such an event can be considered a
lockdown, which in these three countries began simultaneously in March 2020 [6, 9, 21]. In
Ukraine on September 1, 2017 [22]. It is also worth considering the military conflict in Ukraine,
which began in early 2014 [2]. Since our data is monthly and seasonal, it is a good idea to take an
integer number of years. With such criteria in mind, the periods of two years, namely 2012-2013
and 2018-2019, were chosen for Ukraine. For Georgia and Moldova, three-year periods were
chosen, namely 2013-2015 and 2017-2019.

The Monetization Ratio and Customer Price Index for each of the periods were calculated.
The same calculations were made for the euro area. The data obtained is not normalised, has a

62



Axmyanoni npobaemu MidxcHapoOHux sionocus. Bunyck 148. 2021.

trend, changing volatility and pronounced seasonality. To normalise the data, the average value and
standard deviation were calculated. Each data value were recalculated using the following formula:

n

- (xi—X)
) X—X —_ Xyt X, =

Normalized value= —— ,where x —current , X= o=

o n I n (3).

The resulting data has a trend and no centre point, this can be corrected by subtracting the previous
value from each value:

Stationary value= x,— X, , Where x —current value , n— currentindex (4).

After such calculation we still have a changing volatility. To eliminate the change in volatility, the
data was divided by the standard deviation of its year:

. X
Normalized value for each year= —,where x—current, o=
o

(5).

The last step is to remove the monthly seasonality. From each month, the arithmetic average of that
month for all existing years was subtracted:

X+ X,

(6).

Based on the normalized data obtained, the following 12 VAR-models of interdependence of the
Monetization Ratio and Consumer Price Index of Georgia, Moldova and Ukraine on the eurozone
before and after the Association Agreement were calculated to test Granger non-causality:

p p p p
CAl = a1+Z B EZAIFi"’Z 71 CAl _i+e, , EZAlL = az"’Z B CAIFi"’Z Y2 EZAL i +e,,
= = i= E (7)’

where CAI, EZAI, ¢ imply: a current country analyzed index — Monetization Ratio or Consumer
Price Index of Georgia, Ukraine or Moldova; a eurozone analyzed index — Monetization Ratio or
Consumer Price Index of eurozone and error value. Where a is a constant term, 3 and y are
estimated coefficients and p is the analyzed time series lag length. For the purpose of the study, the
Granger null hypothesis of non-causality will be used, where ;=0 and y,;= 0. Granger causality test
helps to determine the existence of dependencies between the studied indicators. The EViews 8
program was used as a tool for constructing the VAR model. First, the VAR is evaluated with a
maximum of 5 lags. The number of lags was determined by the total score of the criteria LR, FPE,
AIC, SC, HQ. One month was chosen as the unit of the time interval. After that, the model is built
taking into account the new number of lags. After choosing the number of lags, the Granger non-
causality € error value was used to assess the dependence of the indicators of these countries on the
eurozone.

Research results. Looking at the graph of the monetization coefficient for Georgia
(Mustration 1), it is difficult to characterise the differences between the periods before and after the
signing of the Association Agreement. Visually, the graph cannot show a noticeable structural
changes in the dynamics of indicators.

Value without seasonality= x — X, where x —current value , X=
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[llustration 1.
Georgia and Eurozone Monetization Ratio after normalization
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Source: created by authors based on [5, 15, 18].
It is also difficult to characterize any dependencies on the graph of the normalized consumer price
index of Georgia and the Eurozone (lllustration 2).

[lustration 2.
Georgia and Eurozone Consumer Price Index after normalization
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Source: created by authors based on [3].

Using the lag length criteria of the Monetization Ratio VAR model, 3 lags were selected for
the first period and 1 lag for the second period in order to optimise the model. Using the coefficients
of the Granger causality test from Table 1, we can conclude that there is no correlation between the
monetization indicators of the economies of Georgia and the Eurozone. For the consumer price
index, 3 lags were chosen for the first period and 1 lag for the second. Georgia's consumer price
index was dependent on the European Union before the association period. After the treaty, as we
can see, the data does not fall into any criterion of dependence.

Table 1. Granger causality test for Georgia and Eurozone on 2013-2015 and 2017-2019 with
monthly time periods

Dependent index and economy 2013M1-2015M12 2017M1-2019M12
Eurozone 5,70 (0,1269) 0,12 (0,7213)
M2/GDP
Georgia 0,38 (0,9429) 1,52 (0,2165)
Eurozone 16,50 (0,0009)* 0,57 (0,4489)
CPI
Georgia 6,56 (0,0871)° 0,46 (0,4941)
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Note: The values before the parentheses indicate the chi-square value. The numbers in parentheses
indicate the error €, which are defined into 3 groups: a, b, c. Letters mean hitting an error in the 1%,
5%, and 10% dependence criteria respectively.

Source: created by authors based on [3, 5, 15, 18].

[llustration 3 shows the changes in the monetization indicator for the economy of Ukraine
before and after the Association Agreement, if we consider such an indicator relative to the
Eurozone. In the period after the Association Agreement 2018-2019, both graphs have a smaller
spread and are concentrated in the same range. Whereas the period 2012-2013 is less measured.

Ilustration 3.
Ukraine and Eurozone Monetization Ratio after normalization
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Source: created by authors based on [5, 15, 17].
The graph of the consumer price coefficient after normalization does not allow us to determine any
regularities (Illustration 4). The coefficients move together in some periods and separately in others.

Illustration 4
Ukraine and Eurozone Consumer Price Index after normalization
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Source: created by authors based on [3].

The Granger causality test shows more specific results for Ukraine and the Eurozone. In the
period 2012-2013, the dependence of the Eurozone monetization indicator on Ukraine in Table 2
slightly goes beyond the 10 percent criterion. For Ukraine's dependence on the Eurozone, such a
coefficient falls even in the 1% dependence criterion. The period 2018-2019 after the signing of the
Association Agreement shows a clear interdependence of the monetization indicators of the
Eurozone and Ukraine, meeting the 1% criterion. The consumer price index was interdependent
before the signing of the association agreement, falling under the one percent criterion. After the
agreement was signed, this interdependence persisted. The dependence of the eurozone indicator
fell within the 5% criterion.
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Table 2. Granger causality test for Ukraine and Eurozone on 2012-2013 and 2018-2019
with monthly time periods

Dependent index and economy 2012M1-2013M12 2018M1-2019M12
Eurozone 7,60 (0,1071) 20,88 (0,0009)?
M2/GDP .
Ukraine 16,91 (0,0020)* 22,40 (0,0004)?
Eurozone 17,82 (0,0013)* 24,93 (0,0124)"
CPI
Ukraine 17,93 (0,0013)* 8,77 (0,0000)*

Note: The values before the parentheses indicate the chi-square value. The numbers in parentheses
indicate the error €, which are defined into 3 groups: a, b, c. Letters mean hitting an error in the 1%,
5%, and 10% dependence criteria respectively.

Source: created by authors based on [3, 5, 15, 17].

Considering the graph of the dependence of the monetization indicators of Moldova and the
Eurozone on Illustration 3, one can also notice a large mutual concentration of data on the graph of
the period 2017-2019. This graph illustrates the period after the signing of the Association
Agreement by Moldova.

Ilustration 5.
Moldova and Eurozone monetization ratio after normalization
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Source: created by authors based on [5, 15, 16].
The dependence between the normalized inflation rates of Moldova and the eurozone is difficult to

determine on the graph (Illustration 6). The graphs are chaotically arranged, it is difficult to identify
common patterns.
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Ilustration 6.
Moldova and Eurozone Consumer Price Index after normalization
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Source: created by authors based on [3].

The Granger causality test for Moldova and the Eurozone also allows conclusions to be drawn
(Table 3). Before the signing of the Association Agreement, only the monetization indicator of the
Eurozone fell under the 10% criterion of dependence on Moldova, which can be attributed to
external factors. There is a mutual dependence of the indicators of the monetization of Moldova and
the Eurozone, which fall under the 5% dependence criterion. The consumer price index had a
reciprocal relationship before the signing of the association agreement. After it was signed, the
dependence of the Moldova index on the Eurozone disappeared, and the dependence of the
Eurozone index on Moldova, on the contrary, increased.

Table 3. Granger causality test for Moldova and Eurozone on 2013-2015 and 2017-2019

with monthly time periods

Dependent index and economy 2013M1-2015M12 2017M1-2019M12
Eurozone 5,28 (0,0710)° 8,66 (0,0131)"
M2/GDP .
Moldova 3,88 (0,1437) 7,84 (0,0198)
Eurozone 7,80 (0,0991)° 23,05 (0,0003)*
CPI
Moldova 9,55 (0,0486)" 1,25 (0,9399)

Note: The values before the parentheses indicate the chi-square value. The numbers in parentheses
indicate the error €, which are defined into 3 groups: a, b, c. Letters mean hitting an error in the 1%,
5%, and 10% dependence criteria respectively.

Source: created by authors based on [3, 5, 15, 16].

Discussion of results and conclusions. Georgia showed the absence of any dependence of
the monetization indicator of the economy on the Eurozone, while Ukraine and Moldova showed
such dependence. Before the signing of the Association Agreement for Ukraine and Moldova,
dependence by monetization index with the European Union was not observed. In the period after
the signing of such an agreement, there is a clear interdependence of Moldova and Ukraine
separately from the Eurozone in the context of the indicator of economic monetization. The
maximum interdependence of monetization indicators can be traced between Ukraine and the
Eurozone. There, the Granger causality test falls under the 1 percent criterion for both the
monetization rate of Ukraine and the Eurozone. This is a strong indicator of interdependence that
emerged after the signing of the Association Agreement. For Moldova there is also a strong, though
less pronounced, dependence compared to Ukraine. There is a characteristic interdependence of the
Moldova monetization indicator on the Eurozone after the signing of the Association Agreement,
which was not observed before its signing. Based on the monetization index, Ukraine and Moldova
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are economically deeply integrated with the European Union. The fact of the influence of the
Association Agreement on the increase in the mutual dependence of the economies of the countries
on the economy of the European Union has been proved. The consumer price index showed less
specific results. For Georgia, before the signing of the Association Agreement, there was an
interdependence of the consumer price index. After the agreement, this dependence disappeared.
The interdependence of such an index for Ukraine and the eurozone was strong and persisted after
the signing of the Association Agreement. Moldova had an interdependence of the consumer price
index with the European Union, which turned into one-sided on the part of the eurozone as a
dependent indicator. Such results seem to be less objective than for the monetization index. The
consumer price index is influenced by many external factors, and it can hardly be called successful
for assessing the degree of integration of a country into the EU. The integration process is complex,
the data obtained is also the result of the mass of decisions that countries have taken on the way to
European integration. The main part of the Association Agreement from an economic point of view
is the simplification of the terms of trade. In this study, the monetization index is a better indicator
for assessing integration on short timeframes than the consumer price index. Since geographically,
Moldova and Ukraine are closer to the European Union, the interdependence of economies is
inevitable. Georgia has an effective domestic policy and is geographically surrounded by alternative
trading partners. Based on the study, the influence of the European Union on the Georgian economy
is less pronounced in terms of the rate of monetization of the economy.
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