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Inflation causes, rates, types and aggravation stages
in post-communist Georgia in early 1990-ies

Summary

The article offers analysis of the key reasons of dra-
matic growth of prices in early 1990-ies in Georgia.

It is argued that in independent Georgia, both, the de-
mand inflation and costs’ inflation occurred simultaneous-
ly. Inflation imported from abroad has plaid particular role
in aggravation of inflation, which, depending on its causes,
sometimes was in a form of demand inflation and some-
times — the costs’ inflation.

Demand inflation in our country was mostly caused by
excessive currency emission.

Inflation from reduction of aggregate supply was caused
in Georgia: supply reduction caused by destruction of the
existing economic links, reduction of labor productivity
of the employed, reduction of aggregate supply caused by
worsening of criminal situation etc.

Prices liberalization in countries (mostly the republics
of former USSR) producing of the fuel and energy resourc-
es and other raw materials caused increase of their import
prices that has resulted in creation and development of the
costs inflation

Thus, inflation in Georgia was conditioned by the entire
set of causes. In addition, their aggravation lead to hyper-
inflation was basically caused by excessive, uncontrolled
currency emissions for financing of the budget deficiency
and granting of the favorable credits, as well as increasing
of the money circulation conditioned by inflation expecta-
tions.
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