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The International Experiences Analysis of Relationship between Capital Account
Liberalization and Economic Development

——using GMM to estimate simultaneous equations based on panel data

Chen Ping* Zeng Minli? Lu Jun®
(1. 2 Lingnan College, Sun Yat-sen University, Guangzhou, Guangdong, 510275; 3 College of Economics &

Management, South China Agricultural University, Guangzhou, Guangdong, 510642)

Abstract: With the rapid development of international trade and the gradual acceleration of international
capital flows, many countries began to open the capital account. But the effects are different. In order to precisely
conclude the relationship between the capital account and economic development, we use GMM to estimate
simultaneous equations based on the 1982-2009 annual data of the G20 countries. Results show that the direct
impact of capital account liberalization to economic development is not significant. The impact shows indirectly
through the channels of financial development and trade openness.

Key words: capital account liberalization; economic development; international experience; panel data;

simultaneous equations
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