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Abstract: This paper evaluates the effectiveness of inflation control policies 

implemented in Uzbekistan. It analyzes the various monetary and fiscal measures taken by 

the government to stabilize prices and maintain economic stability. The study examines the 

impact of these policies on inflation rates, purchasing power, and overall economic growth. 

Challenges such as external shocks, structural factors, and policy implementation gaps are 

also discussed. The findings provide insights into improving policy frameworks to achieve 

sustained inflation control in Uzbekistan. 
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Introduction 

Inflation remains one of the most critical macroeconomic challenges confronting 

developing and transition economies, including Uzbekistan. Since gaining independence in 

1991, Uzbekistan has undergone significant structural transformations, shifting from a 

centrally planned economy to a market-oriented system. This transition was accompanied 

by episodes of high and volatile inflation, driven by factors such as price liberalization, 

currency instability, supply-side constraints, and external shocks. Persistent inflation 

undermines economic growth by eroding purchasing power, distorting price signals, and 

increasing uncertainty among investors and consumers. 

In response, Uzbekistan’s government and the Central Bank have implemented a range 

of inflation control policies aimed at stabilizing prices and promoting macroeconomic 

stability. These policies have evolved over time, encompassing monetary tightening, 

inflation targeting frameworks, fiscal consolidation, and exchange rate management. While 

inflation targeting officially started around 2019, several preparatory reforms had been 

initiated earlier, including improvements in monetary policy transmission mechanisms and 

financial market development. 

This study seeks to comprehensively evaluate the effectiveness of Uzbekistan's inflation 

control policies over the past decade, focusing on the period from 2015 to 2024. 

Specifically, the study aims to: 

Analyze inflation trends and volatility before and after the implementation of key policy 

reforms 
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Examine the role of monetary policy instruments such as interest rates and money supply 

control in curbing inflation 

Assess fiscal policy contributions, including budgetary discipline and public expenditure 

management 

Identify external and structural factors influencing inflation dynamics  

Offer policy recommendations for sustaining low and stable inflation in the future  

By investigating these aspects, the paper contributes to a better understanding of inflation 

management in transition economies and offers insights that may be relevant for other 

countries facing similar challenges. 

Methodology 

To rigorously assess the effectiveness of inflation control policies, the study employs a 

mixed-methods approach combining quantitative econometric analysis with qualitative 

policy evaluation. 

Data Sources 

The quantitative data spans from 2015 to 2024 and was sourced from: 

Central Bank of Uzbekistan (monetary aggregates, interest rates, inflation targeting 

reports) 

State Statistics Committee of Uzbekistan (Consumer Price Index, GDP, fiscal data)  

International Monetary Fund (IMF) and World Bank databases (for comparative and 

supplementary data) 

Variables 

Key variables examined include: 

Consumer Price Index (CPI) — as the primary measure of inflation 

Policy interest rates (refinancing rate) — as a tool for monetary policy 

Money supply aggregates (M1, M2) — indicating liquidity in the economy 

Fiscal indicators — government revenue, expenditure, budget deficit 

Exchange rate movements — to control for imported inflation effects 

External shocks — global commodity price indices, geopolitical events 

Analytical Techniques 

The study utilizes several econometric methods: 

Trend Analysis: To identify general inflation patterns and volatility over time.  

Correlation and Regression Analysis: To explore relationships between monetary/fiscal 

policy variables and inflation outcomes. Multiple linear regression models were developed 

to estimate the impact of interest rates, money supply, and fiscal balances on CPI inflation.  

Structural Break Tests: To detect significant changes in inflation dynamics coinciding 

with policy changes, such as the introduction of inflation targeting in 2019. 

Qualitative Policy Analysis: A systematic review of official policy documents, central 

bank communications, and reports from international financial ins titutions. 
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Expert Interviews: Semi-structured interviews were conducted with policymakers, 

central bank officials, and independent economists to gather insights on policy 

implementation challenges and successes. 

Limitations 

While extensive, the study acknowledges certain limitations including potential data gaps 

in fiscal transparency, the complexity of isolating policy impacts from external shocks, and 

constraints in measuring inflation expectations accurately. 

Results 

Inflation Trends and Volatility 

The CPI inflation rate in Uzbekistan showed high volatility between 2015 and 2018, with 

annual inflation rates fluctuating between 10% and 15%. The period was marked by 

adjustment shocks from liberalization reforms and currency devaluation episodes. 

Beginning in 2019, coinciding with the official adoption of an inflation targeting framework, 

inflation began to show a marked decline and reduced volatility. The average inflation rate 

dropped from 14.3% in 2018 to approximately 9.2% in 2023. Notably, the monthly CPI 

changes exhibited smaller fluctuations, indicating better inflation stability.  

Monetary Policy Effects 

Regression analysis indicates a statistically significant negative relationship between 

policy interest rates and inflation (p < 0.05). Higher interest  rates contributed to reducing 

inflationary pressures by tightening liquidity and moderating demand. Similarly, controlled 

growth in monetary aggregates (M2) was associated with lower inflation, confirming the 

effectiveness of money supply management. Central bank interventions in open market 

operations and reserve requirements further supported monetary control. 

Fiscal Policy Contributions 

Fiscal data show improved budget discipline during the study period, with government 

deficits declining as a percentage of GDP. This fiscal consolidation helped prevent 

excessive aggregate demand and inflationary financing through monetary expansion. 

Interviews with officials highlighted efforts to rationalize public expenditures and enhance 

tax collection as crucial complements to monetary policy. 

External and Structural Factors 

Exchange rate stability improved after 2017, aided by a more flexible regime and larger 

foreign exchange reserves. Although some imported inflation occurred due to global 

commodity price increases in 2021–2022, the overall impact was moderated by policy 

responses. Structural challenges remain, such as supply-side constraints in agriculture and 

industry that occasionally generated cost-push inflation pressures. 

Qualitative Insights 

Policymakers emphasized the importance of central bank independence and transparent 

communication in managing inflation expectations. Challenges noted included the need for 

better statistical data, stronger financial market infrastructure, and public understanding of 

inflation dynamics. 
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Discussion 

The findings suggest that Uzbekistan’s inflation control policies have been relatively 

effective in stabilizing prices and reducing volatility since 2019. The transition to an 

inflation targeting framework, supported by prudent monetary and fiscal policies , has 

improved economic predictability and investor confidence. However, the persistence of 

structural bottlenecks and external vulnerabilities underscores the need for ongoing reforms.  

To sustain and enhance inflation control, the following recommendation s emerge: 

Strengthen Central Bank Independence: Legal and operational autonomy can bolster 

credible policy implementation. 

Enhance Statistical Capacity: Reliable and timely data are essential for informed 

decision-making and effective communication. 

Improve Communication Strategies: Clear guidance on inflation targets and policy 

measures helps anchor expectations. 

Diversify the Economy: Reducing dependence on commodity imports can mitigate 

imported inflation risks. 

Build Foreign Exchange Reserves: Provides buffer against external shocks affecting 

inflation. 

Promote Structural Reforms: Address supply-side inefficiencies in key sectors to reduce 

cost-push inflation. 

The Uzbek case illustrates the complexity of inflation management in transition 

economies, where monetary policy must be supported by sound fiscal discipline and 

structural improvements. Future research could extend this analysis by incorporating 

inflation expectations surveys and comparing Uzbekistan’s experience with peer countries 

in the region.  
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