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The traditional inflation index regrettably fails in developing countries.
Some of the commodity groups do not reflect the problems of the low income
population. Agrarian inflation — agflation, becomes more and more popular
in economics. The paper proposes a statistical indicator — munflation, which
reflects price fluctuations on medication, utilities and nutrition. Additionally, for
countries where import exceeds export by several times, obviously, it is necessary
that price changes be calculated for imported goods and services (imflation).

Keywords: Inflation, agflation, munflation, imflation
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New terms emerge in the development of economic science. This process is the
result of the enrichment of this field of science, the further result of the new under-
standing of economic development and the possibility for deepening research. One
such phenomenon, in which a new understanding of economic processes is reflected, is
inflation.As it is known, inflation as a macroeconomic indicator of the change in prices
of the consumer basket is of particular importance in any country for the analysis of
the existing macroeconomic situation and for its forecasting as well. Post-communist
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Georgia has a negative experience when it gets into a hyperinflationary spiral (Gur-
genidze, Lobzhanidze, Onoprishvili, 1994; Khaduri, 2005) which was overcome by the
implementing of the complex economic reforms (Kakulia, 2008; Papava, 1996, 2011;
Wang, 1999; Wellisz, 1999).

According to internationally recognized standards, the National Statistics Office
of Georgia has been carrying out inflation (consumer price index) monitoring since
1992 in six cities (Thilisi, Kutaisi, Batumi, Gori, Telavi, Zugdidi). This includes more than
1,700 retail outlets. The consumer basket, from which the average level of inflation is
calculated, combines 12 commodity groups with appropriate specific weights. Among
these groups are: food and non-alcoholic beverages (30,1%), alcoholic beverages, to-
bacco (6,4%), clothing and footwear (3,4%), housing, water, electricity, gas and other
fuels (8,4%), healthcare (8,4%), transport (13,1%), communication (3,7%), furnishings,
household equipment and maintenance (6,6%), recreation and culture (6,4%), educa-
tion (4,7%), restaurants and hotels (4.1%), miscellaneous goods and services (4.9%)
(GeoStat, 2019).

Although this basket is quite balanced and contains all the necessary products for
human beings, most of these commodity groups do not actually reflect the population’s
real needs in Georgia as well as in any developed and especially poor countries. Namely,
for Georgia, where poverty is the most acute problem for 30% of the population (NDI,
2017), the price dynamics of expensive alcoholic beverages, furniture, leisure and en-
tertainment, hotels, cafes and restaurant services virtually has no importance. There-
fore, the consumer basket comprehensiveness for people in poverty is the weak side of
this basket because it does not adequately reflect the structure of their actual spending.

Hence, those modifications of the inflation index were put on the agenda which
more adequately reflect the dynamics of the change in price level for important prod-
ucts for a relatively poor country.

The first step towards solving this problem was the introduction of the agflation,
the agrarian inflation index (indicator for the average price change for agricultural prod-
ucts). The term agflation is relatively new and its introduction was associated with a
significant increase in prices for fruit, eggs, grains and other food products in 2006-2007
(Charaia, Papava, 2018; Chorafas, 2011). The measurement of agflation is particularly
important for developing and relatively poor countries which are characterized by the
price rise in the main food products, such as in India (Suryanarayana, 2008).

It should be taken into account that agflation is not only a problem for developing
countries but it is also experienced by the European Union (IMF, 2008).

A study of the problem has shown that the use of the agflation indicator alone
together with inflation is not enough and it is necessary to use other indicators (Papava,
Charaia, 2017). In particular, in relatively poor countries, the population attaches partic-
ular importance not only to the average level of prices but especially toward nutrition,
medication and utilities (mainly water, electricity, gas and other.) Therefore, we have in-
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troduced the munflation indicator. The first three letters of the word are “medication,”
“utilities” and “nutrition” (Charaia, Papava, 2017a, 2017b; Papava, Charaia, 2017).

For those countries where the import exceeds export several times, it is obviously
appropriate to calculate not only the traditional inflation rate but also the consumer
basket composed only by its imported goods and services which will be adjusted ac-
cording to the change of the national currency exchange rate. This indicator is imflation
and the name is derived from the combination of two terms: “import” and “inflation”
(Charaia, Papava, 2017a, 2017b; Papava, Charaia, 2017).

The scope of usage of these new indicators created from the inflation index mod-
ification is quite extensive as they give the opportunity to make the analysis and pre-
diction of economic developments from different angles. In addition, the issue of the
improvement of the mechanism of inflation targeting by central banks should become
the subject of a separate study (Charaia, Papava, 2017c).
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WRMM 5 MREM 3Mm3Mmsm e bogds. bGodosdo dgdmmsgsdgdmmns
dobgmoszool bBoBabBogama dohggbgdgmo, Gmdgemors obobogh aobyg-
3ol (33mmomgdolb 9w0358968980g, gmImbscnam dmdbobamgdsbs o
bogsgd 3Gmo9]89ddy. 08 J39469380bcg0l, Lowsrz 0d3m@Gn Godwogb-
%9039 009358935 9Jb3MEBL, odoMmss, GmME smz0mgdgmns gobgdob
(3300985 305683560dgdmem 069b 0d3mE G memo bogmberobs s dmdlbo-
bxm 980l dodomor (ndazemo(300).

Laggebdm Logyggda: 0bgymorzns, sggmozns, doboymoszns, od-
RS (300

93Mbm3ogn®o 39(360969d0L 3obg005M7d0L 335mmdsdg Abogds sSbamo
&9f30bgda. gb 3Mm3gLbn oMol 3g(3b0gMgdal 93 oMmgals asdawMgdol, g3mbm-
3039960 3mgmgbgdol sbmgdnma gosbfgdol dgogan s 33mg30b gommdsggdals
dgbadmagdmmds. gfm-gfmoa sbgomn dmgmgbs, Hm3gmmab dndsmmgdsadas 0339-
®gds 93mbm3n 3m&o 3Mm39L9d0L sbmgdmEmn aosbMgds, nbgmas(nss.

mam®z (36mdoemos, 0bgmsozosl, Gmamey Lodmdbdomgdmm Fomaomal
33bgdolb EMbal (33momgdol s3bobggm 3s3Mmg3mbm3dagne dohzgbgdmb, asb-
Lo 3MMgdemma 360d369mmmds og3b 69d0bdogH d3g9sbodn, Mmam (s sGbgdeema
35360mM93mbm3ognma bo@mszool sbamabaobasmzgal, oby dobo 3Gmabmbomgdo-
Lomgab. 3mbG 3M3mbabE® Ladsomggmmb o3b ob (3990 godmamgds, Gm(3s
3oL dmyBos 303gFnbggmaso® b3nMsemdn dmbzgoms (Gurgenidze, Lobzhanidze,
Onoprishvili, 1994; Khaduri, 2005), (3 3m33mgdbyco g3mbmdoznmo Gggm®mdanl
3980Mgdab a0 0gbs odmgmemo (Kakulia 2008; Papava 1996, 2011; Wang 1999;
Wellisz 1999).

bogHmadmMabme sm0sgdama bBebms®mEqdal dabgozom, bojsGmggmmb
LEOBOLEN oL gmzgbyma badbabyMa 0bgrs300b FmboGmA0bal 1992 Bmnrsb
993L Jomaddo (mdamabo, Jnmanbo, dscmdn, am&n, mgmaego, dyamnn) sbm-
(309mgdb. dmEgmos Lagsmm 35¢MMdob s dm3babyMgdol 1700 mdogdd by
390. LodMIbIsFgdmm 3omoms, Lonsbsy nbgma300l Lodysmm ©mbg asdm-
006356037989, 59Mm05678L 12 bobsgmbmm ganayb dgbsedsdabo bggonma bmbg-
30l gomgamabbnbgdom. 88 xapgdL ImMmabss: byMbascmn s Mo zm3mmm bsb-
39mmgdo (30,1%), semgm3meamo Lob3gmgdn, 0s3dsdm (6,4%), &obbazdgmo s
ggbbadgmo (3,4%), Loibmg@gdgma Lobmoa, Bysema, gmgd@mmgbgdans, sofo
5 LemdMBab Lbgs Lobggdo (8,4%), 539%0, Lomgobm bogmgdo s dmMormmmds,
Lobmolb dmgmae-dg39mgds (6,6%), xobdMmgmmdals 335 (8,4%), &MBLIMAE N
(13,1%), 3ogdomasddnmmds (3,7%), @sbggbgds, gommds s JmEn®s (6,4%),
a06smmgds (4,7%), bab@mdmmagda, 3039980 s MabGMEMBgda (4,1%), bbgs Logm-
bgmo s ImBLabaEads (4,9%) (bodbGe@n, 2019).

dofmamns, 50bndbyma jomams bo3dom adsmabbgdmmaons s dma(zo3L
300530560bm3z0L Logo®mm yzgmes 3MmENGL, oyd(3s, vdggomo bobsgjmbmm gan-
3900L IMsgmabmds MgomnMae o6 sbobogh bojomggmmb, abggg Hmame(s
6960b3ngMn aobznmaemgdowa, gobbsgmommgdom 3o momnda d3gybgdol dmbabemg-

225



300009 303039, 306068 FoEr000

mdob Mgomy® 3Gmdmgdgdl. 39Mdm, LajoMmggmmbomgol, bows dmbabemg-
mdob 30%-bomgob Lomsmadg 13bgeggL 3Mdmgdal Bomdmaagbl (NDI, 2017),
3659@0gnmo@ sMsgzomamoa 360d36gmmmds 56 o3l dgnMemnfMgdym s gm3m-
© bobdgmgddy, 939% v, ©3Mgm39 oL bgdsbs s goMmmmdabyg, babGmdmm-
900, 308399800 s MgLEMMBYdaL BmBLabMdady Gobgdolb 06530 3ob. 8535bo-
0533, LodmdbIoMgdemm Fomomal ymgmaldmd(3ggmmds 0d ssdnsbgdabocmgals,
30bmgobsi LowaModg 360d36gmmgabo 3Mmdmgdss, sMob o3 gomomal byb@o
3bofyg, Momasbsy 339G Mo 3gH sbobogh domo gog@mdMago bamggdal
LEOYJGHEL.

0Jgob g53m3nbafy, mol bybMoado owas nbymsnal dohggbgdmals
obgmo dm@agnge309d0b 3989353989, M3 YBM™M 5009335G Mo sbobagl dgrs-
9500 M0do J39ybobomgol 3603369mmm 306 3GimEYd@9ddg 3obgdal embals o-
65d0350.

dm (3980 3MmMdmadnb goobyzg@ ol dodsmornmgdom 3oMggmo badogn go-
30035 53M3M)0n 0633000 (LOLMPEM-bsdgnMbgm 3MmEYJ&9ddg Bobgdal
Lodgarm Mbob BMEL), 5b¢) sgBms(300b (Agflation) 358 39695mal dgdmmgdoo.
&gM30bo — sa g (300 3gaMgdno sbaemns s 30bo dgdmemgds 2006-2007 bemgddo
boedy, 339H3bPY, 3oOE3IIE JGPOgdbs @d bbgs bogzgd 36mrydégsDy
330bgd0l 360d369mmmz6 B ¢393d0M©gdmes (Charaia, Papava, 2018; Chorafas,
2011). sggema300b gobmB3zs 3obbs gmmmgdoom 360d36g9mmmzabos aobgomsmgdsaco,
dgamgdoo mofmndn  g3996900bomgol, GmIgmmomgobs @odsbabosmgdgmos
339000 dofomao 3MmEYd@gdolb gsdz0Mgds, Mabo mgsmbohobm dogsmomoacy
nbomgmas (Suryanarayana, 2008).

33b3mgomabB0bgdgmos, MmM3 sa B30 5M33SMEGM gabgomsmgdown J39y-
bgdob 3Mmdmgdss, Maboi 93Mm3e330M0lb as3m(3omgdsy sab@nmagdl (IMF,
2008).

bogombol d93amads 33ma3ed shzgbs, MM nbgyms30sbmsb gMmaw dom-
G™ 0g@ms300L dohggbgdmol gsdmygbgds Lo o6 Mol bogdamobo, bago-
Gms bbgs dohggbgdmgdas (383530, Fotsns, 2017). 390dme, dgsmgdom mofnd
J304698d0 3mbobemgmds gsbbsgnmmgdnm 3603369mmdal sboggdl sEsdomEm
5 M5 0dgbom 03sb, 09y Bobgdol Ladysmm EmMbg MHmammoas, sMsdgw, 1bo-
boglh gmgmabs, 0dsl, o) Mmam& o33mgds Gobgdo Ladygsmme LyEbosmcsb
96mo©, 33nMbommdsbs s 3mIMbomaE dmabobymgdsdy (dofMomawaw Bysma,
9m9dmmgbgMans, gobo s bbg.). sJgwsb gs8mBrnbsmy, 396 dgdmgomgo 336-
gmd3nob (Munflation) 3583969390, 88 Lo@yzob 3oGggmoa Lsdo sbmmo abyg-
35 0bgmoby® 9bsDy Lo@ygzgdo — 3gnEbommds (Medication), 3m3bsmy&o dma-
Lobymagds (Utilities) s 3398 (Nutrition) (303039, gofons, 2017; Charaia, Papava,
2017a; Manasga, Yapas, 2017).

3obgma300b gosbgoM0dgdabomgol LogoMms 0bgmaszool Lodmadbdsmgd-
M 3omdm0Eab 339Mbammdal, 3m3nbamymo dmdbabymgdal s bsgggdo 3Gm-
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©19d&gd0b dgbodadobo 3oMsdg@Mgdal godmymaezs. 3565 36gma 3m33mbgb@n 3o
0303@MMMms© a5dmnygbgds sagms3nnb gobssbasmndgdmac.

08 g394bgdobomngol 30, Lowsz 0d3mMEGn MEdwabxgMdg smgds@gds gd-
L3MEEBL, 9339MdE B0bs6Igbmbamoas sG8dsMB™M GMoEa(30Mmo 0bgmsznal
35R39698mal, sM8dgm 033mMEGnfMgdmmo Ladmbmabs s dmabsbngdoom Jgwo-
a9bomo Lodmabdsmgdemm  Fomomol dabgogomsy gomgms. gb dshzgbgdgmo
o60b 0dgemszns (Imflation) s gb Lobgmbmegds BacdmJdbomos mEa 9806l
— ,083mEE0b" ©s ,06gmo300L" gogMM0obgdom (383539, Fotons 2017; Charaia,
Papava 2017a; Nanaea, Yapana 2017).

0bgma (300l Imogngsznnm dgddbomo 35h39690madol aodmygbgdol stg-
a0 30 bd3dome 3390, Momasbsaz ob ndemggs 0dal bLadmemagdsl, MmI Y@
36030y gMm3zobn gobogl g3mbmdngmma 8mgmabgdol sbomaba s 3Mmabmbo-
69ds. obg3g (3939 dgbbagmoal Lbagsbo Mbws gobogl (396@MommnEa d563930b
8096 0bgma(300L MaMagmomgdal 394s60b3al LEMmmymeal bszomba (Charaia,
Papava 2017b).
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