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_Atnn.otation. This article explores the nature of inflation and evaluates
effective policy measures to combat it. It examines inflation as a multifaceted
phenomenon resulting from imbalances between money supply and real output, and
analyzes its structural causes and social consequences. Drawing on recent inflation
dynamics in Uzbekistan, the study highlights the importance of combining monetary,
fiscal, and supply-side strategies to ensure stability. The paper emphasizes that
combating inflation is not only an economic challenge but a prerequisite for
inclusive and sustainable development.
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Annomayun. B oOanunou cmamve ucciredyemcsi npupooa UHGAAYUU U
ananuzupyromess  dgpgpexmusnovie  mepvl  no bopvoe ¢ mHeu. Hnghrayus
pacemampueaemcs KAk MHOSOZPAHHOE A6J1eHue, B603HUKArwulee 6 pesylbmame
oucoananca mexucoy 0eHedN’CHOU MACCOl U PearvbHbIM 00beMoM NPOU3BOOCMEA, C
AKYyeHmom Ha ee CmMpPYyKmypHsvle npuduHsvl U COYUdIbHblLE nocneocmeus. Ha ocnoese
anaiuza OUHAMUKU qub]Z}le;uu 6 cmpane noaqepkueaemc;z 6AINCHOCMDb
KOMNJIEKCHO2CO I/ZO())COOCZ, GKrovaroueco MOHEemMdApHbsle, @uCKaJleble u
cmpykmypHvle mepvl. Ommeuaemcsi, umo 60pvoa ¢ uHpIAYUel — 2mo He MOAbKO
IOKOHOMUYECKAA 361()61‘!61, HO U Heobxooumoe yciaosue OISl UHKIIIO3UBHO20 U
yCMOﬁQMGOZO paseumul.
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MHgb/Z}ZZﬂ/lu, MAKPOIKOHOMUYECKAA CWld6MJZbHOC7Hb, noKynameJbHa CI/IOCO6HOC771b,
IKOHOMUYECKOoe paszsumiue

Introduction. In today’s globalized and rapidly changing economic
environment, controlling inflation is a key factor in ensuring macroeconomic
stability and sustainable growth. High inflation negatively affects real incomes,
weakens the investment climate, and slows down economic growth rates. Over the
past five years, Uzbekistan has implemented deep economic reforms aimed at
modernizing its financial system, developing entrepreneurship, and improving the
welfare of the population. In this process, improving fiscal and budgetary policies,
creating a favorable business environment, and liberalizing the economy have been
identified as strategic priorities. These reforms have laid a solid foundation for the
stable development of the national economy and serve as an integral part of the
country’s inflation control strategy.

Main body. Inflation is a multifaceted economic phenomenon that reflects a
sustained rise in the general price level over a period of time, accompanied by a
corresponding decline in the purchasing power of money. While initially observed
in the context of excessive paper money issuance during the American Civil War
(1861-1865), the concept has since evolved and deepened, encompassing a broad
range of economic dynamics. At its core, inflation signifies an imbalance between
the money supply and the real output of goods and services in an economy. When
the supply of money grows faster than the real economy can absorb, the value of
each monetary unit diminishes, leading to price increases.

In many less economically developed countries, the structural limitations of
the economy—particularly low personal income levels, weak domestic savings, and
underdeveloped fiscal systems—create significant obstacles to financing sustainable
economic growth. In such contexts, governments often face a stark choice: either to
restrain development efforts due to financial limitations or to seek alternative, less

conventional financing mechanisms. One such mechanism that frequently emerges



is inflationary finance, whereby monetary expansion is used as a tool to support
investment and public spending in the absence of adequate fiscal resources. The
rationale behind this approach stems from a perceived trade-off between short-term
price stability and long-term development. Proponents argue that when conventional
sources of capital accumulation—such as private savings or public revenue—are
insufficient, controlled inflation may serve as a pragmatic, albeit temporary,
instrument to stimulate investment. In theory, if the growth of the money supply
slightly exceeds the growth of real output, it could introduce liquidity and flexibility
into the system, encouraging productive investment and enhancing aggregate
demand. This perspective has historical and theoretical foundations, particularly in
post-Keynesian and structuralist thought, where inflation is not necessarily seen as
uniformly harmful. Instead, its effects are viewed as context-dependent, varying
with the stage of development, the responsiveness of the productive sector, and
institutional capacity. Moreover, governments may use inflation to redistribute
purchasing power in favor of the state, thereby freeing up resources for public
investment when taxation proves politically or administratively difficult.
Nevertheless, while the inflation-as-a-tool narrative may seem attractive, it comes
with significant risks. In practice, the monetization of budget deficits or
overextension of credit often leads to inflationary spirals that are difficult to contain.
The expectation of rising prices can quickly become self-fulfilling, undermining
currency stability and discouraging long-term investment. More critically, inflation
disproportionately affects vulnerable groups, such as low-income households and
fixed-income earners, by eroding real wages and savings. This undermines social
equity and can lead to broader political and economic instability.

In 2024, inflation in Uzbekistan followed a multi-phase trajectory influenced
by seasonal patterns, regulatory interventions, and fiscal reforms. During the first
quarter, inflationary pressures remained contained, with year-on-year inflation

declining from 8.6% in January to 8.0% in March, largely due to stable food prices




and weak domestic demand. Monthly inflation rates during this period remained
moderate, averaging below 1%. A sharp upward shift occurred in the second quarter,
particularly in May, when monthly inflation peaked at 2.8%. This surge was
primarily triggered by the implementation of value-added tax (VAT) on selected
goods and an increase in utility tariffs. As a result, annual inflation climbed to 10.6%,

signaling the onset of a more inflationary phase.

1-table.
Dynamics of inflation rate in Uzbekistan in 2024,
Period compared to last compared to the same
month month last year (%)
(%)
December 2024 = 9.8
November 2024 e 10,0
October 2024 Ok 10,2
September 2024 1.2 10,5
August 2024 0.5 10,5
July 2024 03 105
June 2024 O LIRS
May 2024 2 106
April 2024 e 81
March 2024 ol 8,0
February 2024 0.3 8,3
January 2024 0.6 8.6

From June to August, annual inflation remained elevated (10.5-10.6%), while
short-term inflation moderated, with negative monthly rates in June and July. This
disinflation was likely driven by seasonal factors, such as agricultural output during
the summer harvest. In the final quarter, inflation remained persistent. Rising service

costs and imported inflation pushed September’s monthly rate to 1.2%, with annual
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inflation peaking at 10.5% before slightly declining to 9.8% by December. The
consistent inflationary pressure in the latter half of the year reflects structural
rigidities and continued cost-push factors. These developments highlight the
complexity of inflation management in a transitional economy. While external price
stability and monetary restraint played a role in moderating inflation in early 2024,
fiscal reforms and energy pricing policies introduced upward pressures. Thus,
maintaining inflation within target bounds requires a coordinated policy mix—
combining prudent monetary policy, targeted fiscal interventions, and structural
supply-side improvements.

Inflation, while sometimes associated with stimulating short-term economic
activity, poses significant long-term threats to macroeconomic stability, particularly
when it becomes persistent or accelerates beyond manageable levels. In developing
economies, where income levels are stagnant and the majority of the population is
vulnerable to rising prices, inflation undermines purchasing power, exacerbates
inequality, and distorts both savings and investment behavior. For this reason,
combating inflation is a critical component of sound economic policy. Effective anti-
inflationary strategies encompass a combination of monetary, fiscal, and structural
measures. Central banks play a pivotal role through monetary policy, primarily by
regulating credit and the money supply. Tools such as raising policy interest rates,
conducting open market operations, and increasing reserve requirements are
essential in curbing excess liquidity. However, the success of such instruments
depends heavily on the efficiency of the financial system and the responsiveness of
markets. Yet, inflation cannot be tackled through monetary instruments alone—
especially when driven by non-monetary factors like supply shocks, cost-push
pressures, or structural rigidities. Hence, fiscal policy must complement monetary
measures. This includes reducing excessive government spending, especially in non-
essential areas, and reforming the tax system to limit disposable income and

discourage speculative demand. Surplus budgeting, if politically feasible, can also



help neutralize inflationary pressures by absorbing excess money in circulation. An
additional line of defense involves encouraging savings over consumption, which
can be achieved through voluntary mechanisms like higher interest on public bonds
or, in more urgent cases, compulsory savings schemes. Although unpopular, such
mechanisms have proven effective in diverting excess demand without severely
harming investment or production capacity. Moreover, stabilizing inflation requires
targeted supply-side interventions. Boosting the production of essential goods,
reducing import tariffs on critical items, and regulating monopolistic practices help
increase market supply and mitigate shortages. During acute inflationary periods,
price controls and rationing may serve as temporary measures to protect vulnerable
populations. However, these tools must be carefully managed to avoid black markets
and inefficiencies. Lastly, wage policy must remain aligned with productivity and
cost-of-living changes. Unchecked wage increases can trigger a wage-price spiral,
undermining broader stabilization efforts. The balance between fair compensation
and macroeconomic discipline is vital to ensure that inflation control measures do
not disproportionately harm workers.
In summary, combating inflation requires a coordinated and flexible policy
mix. Monetary restraint, prudent fiscal policy, productive investment, and
institutional discipline must work in tandem to preserve stability. Given inflation's
disproportionate impact on the poor and its potential to derail long-term
development, anti-inflationary policy is not just an economic necessity but a social
imperative.
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