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Inflation as an important economic phenomenon has long attracted the attention
of researchers from different countries. However, even now it is a complex and
heterogeneous socio-economic phenomenon that is not fully understood. Problems
and specifics of inflation in Ukraine are considered. Since the problem of inflation
plays one of the main roles in economics, a description of inflation. It is determined
that the causes of the inflation process are extremely diverse. Inflation is not
considered as a purely monetary phenomenon, but also as a multifactorial socio-
economic process, so the reasons for its emergence and development may reflect
both changes in aggregate demand and aggregate supply. It is determined that the
mechanism of action of inflationary factors depends on the ratio of many economic
processes — internal and external. In a state of inflationary instability, focusing only on
regulation on the demand-supply side can lead to protracted crises with a slow period
of stabilization and recovery of the economy. Despite the effect of market laws, the
state does not refuse to influence prices, significantly increasing it in times of crisis
for the national economy. It is established that inflation is the main destabilizing
factor of a market economy. The dynamics of inflation in Ukraine for 2010-2020
is analyzed. The change of industrial production indices by types of activity for
2016-2020 is analyzed. The most frequently used indicator of inflation is the
consumer price index, the dynamics of which is analyzed. It is established that there
can be no consensus in the interpretation as external features of a particular inflation
process, as well as its internal structure and qualitative characteristics. In addition,
the changes that are taking place both in the economy and in the world economy as
a whole, they cause the emergence of certain factors, forms and consequences of
inflation. Inflation is one of the biggest manifestations of macroeconomic instability.
For a country’s economy and for the whole world, inflation is a very negative
phenomenon. It reduces the results of labor and savings, restrains the inflow of
investment and investment in modern technological developments in the country,
creates social inequality through the redistribution of capital from poor to rich.
Measures to improve the financial situation in Ukraine are considered.
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Kuarwuogi ciioBa:

1HIISIITIS, TPOIIOBHIA OOIT,
Karrita, Jiep)KaBHe PeryJIroBaHHs,
IPOIIIOBA Maca, 1HICKC CIIOKUBUUX
iH, aHTHIH(ISIIHA TOTITHKA

[H}AIIS IK BaXXITNBUI €KOHOMIYHIH (hEHOMEH YK€ TPUBAINI Jac 3BepTae yBary
JOCTITHUKIB 3 Pi3HUX KpaiH. OJHaK HaBiTh B JaHUIl Yac BOHA CTAHOBHUTD CKIIAHE
1 HEOTHOpIZHE COIiaThbHO-EKOHOMIUHE SIBHIIE, SIKE € HE JI0 KiHIS BHBYCHO.
Posrsinyto mpobiemu Ta crnemudika iHGusnil B Ykpaini. Ockibku npodieMa
iHQusIIii BiXirpae OJHY 3 TOJIOBHUX pOJIell B €KOHOMIYHINM Haylli, MPOBEJCHO
XapaKkTepucTUKy iHQsii. Bu3HayeHo, 1110 NPUYUHN BUHUKHEHHS 1HQIISLIHHOTO
MpoLECY HaA3BHYAHHO Pi3HOMaHITHI. [HQIIAIIS pO3IIISAAETHCS HE SIK CYTO IPOLIOBE
SBUILE, @ TAKOXK SIK 0arato(pakTOPHUI COIiaJbHO-CKOHOMIYHHUI IMpoIec, TOMY
NPUYUHHM i1 BHHUKHEHHS Ta PO3BUTKY MOXYTh BiZIOOpa)XaTH sIK 3MiHY CYKYITHOTO
MIOTTUTY, TaK 1 CYKYITHOI Iporo3uIlii. BusHaueHo, mo MexaHi3M Iil iHQIAIiHHIX
(hakTOpiB 3aJIC)KHUTH BiJ CIIBBITHOIICHHS 0araThOX EKOHOMIYHHX IIPOIECIB —
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BHYTPIIIHIX 1 30BHIMHIX. Y cTaHI IHQIAMIHHOT HECTaOULIFHOCTI Opi€HTAIlis
JUIIE Ha PEeTyIIoBaHHA 3 OOKY CITiBBITHOIICHHS «IIOTHT-TIPOTIO3UIIISD MOXKE
TIPU3BECTH JI0 3aTSHKHUX KPH3 3 TIOBUTBHIM MepiogoM cTabimi3arii i 0310poBICHHS
exoHoMikn. He3Bakaroun Ha 10 PUHKOBHX 3aKOHIB, JIEpXKaBa HE BiIMOBISIETHCS
BiJl BIUIMBY Ha I[iHW, CYTTEBO MOCHJIIOIOYMM WOTO B KPHU30BI JUIS HAIliOHAIBHOI
EKOHOMIKHU Tiepiojy. BeTaHoBieHo, mo iHQIILIS € OCHOBHUM JIeCTa0UTI3yI0uUM
YHHHUKOM PHHKOBOI eKOHOMikH. [IpoananizoBaHo nuHamiky iHQusil B Yipaini
3a 2010-2020 pp. IlpoananizoBana 3MiHa iHAEKCIB MPOMHUCIOBOI MPOAYKIIT 3a
Bujamu JisuibHOCTI 3a 2016-2020 pp. Haiibinblnr yacto BHKOPHCTOBYBaHUM
MTOKa3HUKOM 1HQIIALIT € 1HACKC CIIOKUBYMX I[IH, IMHAMIKY SIKOTO ITPOaHaIi30BaHO.
BcranoBneno, 1mo He MO)ke OyTH €IMHOI JYMKH Y TPakTyBaHHI SIK 30BHILIHIX
pHUC TEBHOTO IHQIAMIIHOTO MpOIeCy, TaKoX 1 HOro BHYTPINIHBOI CTPYKTYpH
1 AKiICHUX XapakTepucTuk. OKpiM TOTO, 3MiHH, SIKi BiIOyBarOTHCS, SIK Y €KOHOMIIII
KpaiH, Tak 1 y CBITOBIiif €KOHOMIIli B LiJIOMY, BOHH OOYMOBIIOIOTH TIOSIBY IIE€BHUX
(hakTopiB, hopm Ta HacHiAKIB iHQIAMII. [HIAIISL € OMHIM 3 HAWOLTBIINX MTPOSBIB
MaKpOEKOHOMIYHOT HeCcTaOmbHOCTI. /]I eKOHOMIKH TIEBHOT KpaiHH 1 AT BCHOTO
CBITY 1HQJIALISA € ZOCHTH HEraTUBHUM sBUILEM. BoHa NpU3BOANTD 10 3HMKEHHS
pe3yabTariB mpaili i 3a0Ia/KeHb HACEJICHHS, CTPUMYE TPHUIUIMB IHBECTHUIIH Ta
IHBECTHUIII Y CydyacHI TEXHOJIOTiYHI pO3pOOKH B KpaiHi, CTBOPIOE COIliaJbHY
HEpIiBHICTh 4epe3 Mepepo3nojil Kanitaixy Bij OimHMX o Oararumx. Po3misiHyTo

3aXO0JIU III0JI0 O3I0POBJICHHS (D iHAHCOBOI CUTYaIlii B YKpaiHi.

Statement of the problem

In Ukraine, the long-term depreciation of the national
currency is the main problem on the way to the stability of
the national economy, which since the time of independence
our country has not yet been able to cope with. Global
processes in the economy over the past decade have led
to the emergence of certain reasons that contribute to the
development of inflation.

It is important to note that today Ukraine is suffering
from a debilitating war that has been going on for six years.
It is the longest military conflict in Europe since World
War II. Against the background of hostilities in the east of the
country, the decline in industrial production and construction
work accelerated. Constant changes in government and laws,
various reforms have a significant impact on the economic
development of the state. The economy of such a country is
in a state of crisis, instability, uncertainty. Another problem
has been added related to the coronavirus pandemic, due to
which people are forced to close their businesses. It also can
not affect the Ukrainian economy.

Analisis of recent studies and publication

The issue of the development of inflationary processes
was paid attention to by A.V. Bezkrovnyi [1], A.A. Revenko,
who, on the basis of the analysis, identify the reasons that
contribute to the emergence of inflationary processes in
Ukraine [2]. The works of S.M. Oliinyk are devoted to the
study of the problem ofthe essence of inflation, its regulation,
the study of the main factors and factors affecting the current
inflation [3]. Hrytsenko A.A., Krychevska T.A., Petryk A.IL.
having analyzed the advantages and disadvantages of the
inflation targeting regime, they came to the conclusion that
such a regime has all the necessary advantages to replace
the existing exchange rate targeting regime in the domestic
economy [4]. TiveriadskalL V., Yakymenko A.M. in their
works investigate the socio-economic consequences of
inflation in Ukraine [5].
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Objectives of the article

The purpose of the article is to analyze inflationary
processes and determine their impact on the economic
situation in Ukraine, taking into account the conditions of
the present.

The main material of the research

As an economic phenomenon, inflation has existed for
a long time. It is believed that its appearance is associated
with the emergence of paper money, with the functioning of
which it is inextricably linked. The term inflation (from the
Latin. Inflatio — inflation) was first used in North America
during the Civil War of 1861-1865. And it marked the
process of swelling of paper money circulation. In the 19th
century, the term was also used in England and France. The
concept of inflation became widespread in the economic
literature in the twentieth century immediately after the
First World War.

Inflation is the most effective means of redistributing
national wealth — from the lower social class to the wealthy
class, thereby increasing its social division. Inflation can
manifest itself in various forms: depreciation of the monetary
unit, depreciation of the national currency, etc. Schematically,
the forms of manifestation of inflation can be traced in fig.1.

The general consequences of inflation are due to
complex and different directions of socio-economic and
political causes. For some economic agents, inflation can
be very profitable, while for others it can be unprofitable.
Therefore, those for whom inflation turned out to be
profitable are looking for objective causes of inflation, and
those for whom inflation has brought losses accuse the
former of deliberately promoting it. In general, the causes
of inflation can be external and internal [1, pp. 68-70].

External causes of inflation are as follows: rising
prices in world markets; reduction in cash receipts from
foreign trade; negative foreign trade balance. The internal
causes of inflation are as follows: the introduction of paper
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Forms of manifestation of inflation
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Fig. 1 — Forms of manifestation of inflation

(defective) money that cannot be exchanged for gold;
imbalance in the state economy; monopoly of the state
on the issue of money; the monopoly position of large
producers and the establishment by them of monopoly high
prices in the market; imposition of prohibitively high taxes
and interest rates on loans.

Inflation can also be caused by an excess of demand
over supply and a lag between demand and supply. The
result of the excess of demand over supply is demand
inflation, and the lag between demand and supply causes
cost or supply inflation. In order to have a certain idea of
inflationary processes in Ukraine, one should start with the
reasons contributing to its occurrence. The following are
the main reasons for the emergence of inflation in Ukraine:
imbalance between domestic and world prices; high
monopolization of the economy; external debt pressure
on the state budget. The latter leads to the emergence of
an unfavorable investment climate and gives impetus to
speculative business [2, pp. 7-9].

The inflation problem for Ukraine is not so much
theoretical as it is of purely practical importance. Each year
for Ukraine has its own consumer price index, different
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from the previous one, this index can grow or, on the
contrary, decrease. Its dynamics can be seen in fig. 2.

Each period since 1991 has been characterized by
different levels and rates of inflation and usually has its
own socio-economic consequences. But, in order to clearly
understand the processes taking place now, let us consider
the dynamics and development of inflation in Ukraine over
the past 10 years [3, pp. 13—15].

In 2010, for the first time in Ukraine, GDP growth
simultaneously exceeded budget forecasts, and inflation
was lower than expected, the real indicator was the best by
4% (while the forecast was 13.1%, inflation was 9.1%).
For the first time since 2003, annual inflation fell to one-
digit level. This was due to a decrease in the growth rate of
the consumer price index due to price correction in certain
food markets and the application of the administrative
impact of limiting further price increases. The reason for
the decline in the producer price index was the decline
in prices for the production of electricity, water and gas.
Local authorities refrained from another increase in utility
tariffs, which was expected by the public, which led
to a slowdown in the growth rate of the administrative

143,3
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Fig. 2 — Dynamics of the inflation index in Ukraine for 2010-2020 years
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component of non-core inflation, and the slow recovery of
the credit process also contained inflationary pressures.

During 2011-2013, there is a downward trend in
inflation, especially in 2012, the consumer price index
decreased by 0.2 % compared to the previous year (for the
first time since 2002). The main factor behind the downward
dynamics of the consumer price index in 2012 was a 2.9 %
drop in prices for food products due to a high level of supply
in the domestic food market, ensured by a high harvest of
fruits and vegetables in 2011-2012 and the development of
infrastructure for storage and sale of food products. This
led to a 4.6% reduction in raw food prices. Restraint of
tariffs for services, which were administratively regulated,
also had a significant impact on the reduction of inflation
rates. In 2014, the implementation of the macroeconomic
imbalances accumulated in recent years led to a rapid
increase in inflation to 24.9%, which was due to the
devaluation of the UAH in the context of a decrease in
foreign exchange earnings and an increase in panic due to
the military conflict in the East of Ukraine. Narrow core
inflation, reflecting the rise in prices for non-food products,
most of which are imported, amounted to 25.3 % at the end
of the year. The growth of administratively regulated prices
amounted to 30.4 % per year, mainly due to the increase in
tariffs in the sphere of housing and communal services — by
34.3% per year (3,8 p. p. — contribution to inflation). The
cheapening of oil on world markets only partially offset
the effect of the devaluation on the cost of fuel, which
increased by 60.7 % in the reporting year [4; 5].

In 2015, consumer prices increased by 43.3%. Some
economists have talked about galloping inflation. Real
wages fell by an average of 21 % in 11 months, while real
disposable household income fell by 28%. D. Sologub,
Deputy Governor of the National Bank of Ukraine.
believes that the inflation rate of 43.3 % was evidence that
all the bad things that could have happened to prices have
already happened. Moreover, in the first half of last year.
Reasons for rising inflation:

— panic in the foreign exchange market in the first
quarter led to an uncontrolled explosion of prices for basic
consumer goods;

— increase of natural gas tariffs for the population by
5.5 times from April 1;

— inflation expectations remained high.

The growth of consumer prices in Ukraine in 2016 was
12.4%, which is in line with the forecasts of the National
Bank [6, 7]. This figure was much lower than in previous
years. In particular, in 2015 it was 43.3 %, and in 2014—
24.9%. Inflation in 2016 was 0.9% in December, 1.8%
in November and 2.8 % in October. At the same time, the
average annual inflation in 2016 (January-December to
January-December of the previous year) is 13.9%. Core
inflation, ie inflation that does not take into account short-
term uneven price changes due to seasonal factors and
administrative regulation of tariffs, slowed to 5.8 percent
from 34.7 percent in 2015 and 22.8 percent in 2014. In
December, core inflation was zero after 0.5 percent
in November, 0.9 percent in October and 2 percent in
September. The NBU explained inflation in 2016 by rising
utility tariffs and rising fuel prices.
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In 2017, the government and the National Bank
forecast a further slowdown in inflation to 8-8.1 percent,
provided that economic growth accelerates to 3 percent.
Inflation in January was 101.1, in February — 101 percent.
NBU in comments and inflation reports [8; 9] explains the
slight acceleration of annual inflation in January 2017 was
expected and occurred due to increased production costs,
rising commodity prices in world markets, including oil
and food and the weakening of the hryvnia in late 2016 and
first half of January 2017. In February 2017, year-on-year
consumer inflation accelerated as expected to 14.2 % (from
12.6 % in January). On a monthly basis, the consumer price
index grew by 1.0%. This is evidenced by data published
by the State Statistics Service of Ukraine.

In 2018, inflation in the consumer market was 9.8 %,
according to the website of the State Statistics Service
of Ukraine. According to this information, in 2018 the
core inflation was 8.7%. The National Bank of Ukraine
predicted that in 2018 inflation will be over 8 %.

In 2019, consumer inflation slowed to 4.1 %, the lowest
level in six years. The NBU reached the medium-term
inflation target of 5% + 1 in. n., which he declared since
2015. This was due to a decrease in fundamental inflationary
pressure, which was reflected in a slowdown in core inflation
(to 3.9% yoy). The reduction of inflation to the target in 2019
was primarily due to the NBU’s consistent monetary policy
aimed at achieving price stability, combined with prudent
fiscal policy. The strengthening of the hryvnia exchange rate
due to the foreign exchange surplus on the market, which was
maintained for most of last year, had a decisive impact on
the rapid slowdown in inflation. In turn, the expansion of the
supply of currency was due to high sales of foreign exchange
earnings by exporters and the lively interest of foreign
investors in government bonds. Against the background of
long-term preservation of macroeconomic stability with
attractive yields, the portfolio of IGLBs in the national
currency owned by non-residents increased by $4.3 billion.
during 2019. On the other hand, the growth of economic
productivity, especially in agriculture and, as a result, another
record harvest of grain and oilseeds provided high export
earnings. Contributed to the growth of currency surplus in
Ukraine and improved trade conditions due to a deeper fall in
world import prices compared to export prices [10].

Despite the unprecedented development conditions in
which Ukraine found itself as a result of the spread of the
COVID-19 pandemic, price dynamics during 2020 remained
broadly projected. The consumer inflation rate was 5%,
which is fully in line with the NBU’s inflation target.

The main conditions for the formation of domestic
prices during 2020 were: relatively limited demand due
to forced measures to prevent the active spread of the
pandemic; state support of the economy in the current
conditions; gradual devaluation of the hryvnia; dynamics
of world prices, which was formed as a result of destructive
processes in the world economy, as well as associated with
measures to contain the spread of the disease in the world.

In difficult conditions against the background of
quarantine measures, the formation of consumer prices
depended on changes in consumption priorities and,
accordingly, on the adjustment of sales agents to these
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changes. Thus, both retail trade volumes and consumer
prices, primarily for essential goods, grew at a high rate.
And vice versa, the consumer’s motivation to keep from
non-priority expenses in the face of uncertainty about the
prospects for earning income in the near future against the
background of the deployment of the risks of the spread of
a pandemic restrained the growth of prices for most goods
and services or, on the contrary, strengthened the deflationary
trend, for example, for clothes and shoes. (at the end 0f 2020,
prices decreased by 7.3 % compared to a decrease of 2.3 %
in 2019). Among the goods, prices for which were growing
against the background of maintaining constant demand, it is
worth highlighting food products (at the end of 2020, prices
increased by 5.2% compared with an increase of 4.9% in
2019), healthcare services (increased by 7.7 % compared to
3.8% in 2019). Dynamics of changes in the inflation rate for
2010-2020 Shown in fig. 3.

Therefore, consumer inflation accelerated in Ukraine.
Among the reasons, which were named in the National
Bank, there was a more significant than expected rise in
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the price of fuel, some food products (butter, cheese, bread,
meat products) and excisable goods. The dynamics of the
CPI for goods and services is shown in Table 1.

So, the consumer price index, as we can see, is constantly
changing. That is, there are periods when it grows, in other
periods it decreases. However, if we compare the value of
this index for the year as a whole in 2020 with the same
value in 2016, it can be noted that the consequences of the
crisis for Ukraine are becoming less tangible, since this
index has decreased.

The dynamics of indices of industrial production by type
of activity in recent years has mainly shown a downward
trend, except for the supply of electricity, gas and air
conditioning (in 2020 compared to 2019). The decline is
observed in the mining and processing industries. Thus, the
index of industrial production in the mining and processing
industry in 2020 amounted to 95.0 %, which is 5.2 % lower
than in 2019 and 9.1 % lower than in 2016 (Table 2).

As a result of the analysis of the inflation index, it can
be concluded that today the fight against the general rise
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Fig. 3 — Dynamics of the inflation rate in Ukraine for 2010-2020 years

Table 1 — Consumer price indices for goods and services in 2010-2020

Consumer Food and non- | Alcoholic drinks, | Clothe sand Housu.lg., water, H.O usehold 1tems,.
Years .. . . electricity, gas appliances and routine
price index | alcoholic drinks | tobacco products foot wear R
and other fuels maintenance
2010 109,4 110,9 125,6 103,7 109,4 103,2
2011 108,0 106,4 116,0 101,6 117,1 102,9
2012 100,6 97,9 107,5 98,9 102,6 101,9
2013 99,7 97,8 108,4 97,0 100,3 99,7
2014! 112,1 112,2 116,7 102,0 116,2 111,7
2015% 148,7 145,9 133,2 133,1 215,8 145,9
20162 113,9 109,0 112,6 116,1 135,1 109,4
2017% 114,4 112,9 126,2 102,4 126,7 102,9
20182 110,9 111,1 118,5 101,8 106,8 106,1
20192 107.,9 108,0 115,6 100,2 108,0 102,9
2020* 102,7 102,7 110,7 95,4 97,0 99,3

Note: 1 — Data are given without taking into account the temporarily occupied territory of the Autonomous Republic of Crimea and
the city of Sevastopol. 2 — The data are given without taking into account the temporarily occupied territory of the Autonomous
Republic of Crimea, the city of Sevastopol and part of the temporarily occupied territories in the Donetsk and Luhansk regions
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Table 2 — Indices of industrial products by type of activity for 20162020

Indicators 2016 2017 2018 2019 2020

Industry 104,0 101,1 103,0 99,5 95,5

Extractive and processing industry 104,1 102,4 103,0 100,2 95,0

Mining and quarrying 101,1 96,5 103.4 98,4 97,0

Processing industry 105,6 105,2 102,9 100,9 94,1

Supply of electricity, gas, steam and conditioned air 103,1 94,0 103,0 95,6 99,1

in prices and its negative socio-economic consequences is
still relevant for the national economy.

Conclusions

So, in Ukraine, there is a slowdown in inflation, as
a result of the consistent monetary policy of the NBU,
aimed at achieving price stability. Decrease in inflationary
pressures was supported by a general decline in world
prices for energy resources that Ukraine imports, and
a weakening of pressure from food supply.

Today, there are certain problems that prevent the
Ukrainian economy from developing and stabilizing. First

of all, this is the war in the east of the country and the
coronavirus pandemic. This is the reason that our state, like
the whole world, is in a state of crisis and uncertainty: what
will happen to the economy next?

Solving the problems of regulating inflationary
processes requires time and constant monitoring. The
gradual lifting of quarantine will lead to the recovery of
the Ukrainian economy. This will be facilitated by soft
fiscal and monetary policies. The government’s increase in
budgetary spending to overcome the crisis and measures to
support the banking system will reduce the negative impact
of the pandemic on economic development.
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