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Abstract

In 2007 Lithuania tried to join the euro zone
but it did not succeed as it did not satisfy the criterion
of price stability. What causes determined the fact
that Lithuania did not adopt the euro in 2007? What
should Lithuania do seeking for a membership in the
Economic and Monetary Union (hereinafter EMU).
The economy in Lithuania is reviewed while evalu-
ating not only data of the past, but perspectives for
the future as well. Special attention is being paid to
the fact that beneficial development of the economy
essentially hinges appropriate and long-time means
of economic policy used to solve current and future
problems. Therefore, seeking to ensure stability of
economic convergence, not only good beginning but
further economic policy after adoption of the euro is
necessary as well.

Key words: convergence; convergence crite-
ria; inflation; euro.

Introduction

Determination of date for euro adoption in any
member state of the European Union (hereinafter EU)
depends on competence of the EU Council of Minis-
ters for Economic and Financial Affairs (ECOFIN).
Lithuania was planning to adopt the euro on 1 Janua-
ry, 2007 and was actively preparing for transition to
common currency of the EU. In the reports on con-
vergence by European Committee (hereinafter EC)
and European Central Bank (hereinafter ECB) which
were announced on 16 May, 2006 progress of Lithua-
nia was shown while executing these obligations. Ho-
wever, in 2006 EC drew a conclusion that at that mo-
ment the status of Lithuania as a member state of the
EU, to which an exception to use national currency
temporary, should not be changed (Lithuanian Bank.
Preparation for adoption of euro in Lithuania, 2008).
Although in 2005 average annual inflation in Lithua-
nia (2,7%) was just a little bit higher than reference
value (2,6%) determined in the Maastricht treaty, but
it intervened Lithuania to adopt the euro.
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In the convergence program of 2006 of Lithu-
ania, approved by the government on 19 December,
2006 it was indicated that “Lithuania will strive to
join the euro zone. According to available data, the
best time for Lithuania to enter the euro zone from
the year 2010 “. Recently Lithuania has faced espe-
cially rapid increase of inflation. Inflation manage-
ment became one of political and economical topica-
lities. This issue is interesting in terms of economic
theory and economic policy analysis as well. Seeing
and understanding inflation as an economic phenome-
non is necessary while choosing appropriate means
of economic policy. For this reason problems related
to Lithuania’s membership in the EMU, factors that
influenced rapid increase of inflation are reviewed,
also various methods which would help to decrease
inflation are suggested in this article as well.

Subject: economic convergence (Maastricht)
criterion: level of inflation.

Aim: to perform analysis of inflation’s causes
and possibilities of its decrease in Lithuania while
evaluating economic convergence.

In order to achieve this aim, the following ob-
jectives have been set:

1. To analyze the problems due to membership in
the EMU a rising for Lithuania;

To review factors influencing inflation;

To evaluate solution ways of an increasing infla-
tion problem.

Research methods and sources. In order to
perform a research, general scientific research met-
hods have been applied: logical, comparative and sta-
tistical analysis, correlative-regressive analysis. Whi-
le performing a research it was referred to statistical,
graphical, econometrical elaboration, summarizing,
grouping and expert evaluation methods.

While performing a research statistical data
announced by the Department of Statistics of the Re-
public of Lithuania, in Eurostat data basis, statements
of the ECB, reports of the ECB on the execution of
economic convergence, reports on the euro zone we-
re used as well as other information.

2.
3.



Analysis of problems a rising for Lithuania due
to its membership in the Economic and Monetary
Union

One of convergence criteria indicated in the
Maastricht treaty is strict stability of prices calcula-
ted according to Harmonized Consumer Price Index
(hereinafter HCPI). It was determined that inflation
can not be larger than average of inflation in three
EU member states with the lowest level of inflation,
in more than 1.5%. For the EU new member states
it is difficult to fulfill the criterion of price stability.
While talking about the situation in Lithuania, the ma-

nagement chairman of the Central Bank of Lithuania
R. Sarkinas (2005) observes that the system of fixed
rate of litas can create conditions to decrease inflation
level, but growing economies growth of world oil pri-
ce which began in 2004, increase of food product pri-
ces and administrated prices related to joining the EU
(electricity, gas, central heating, transport and other)
and changes in indirect taxes made up beneficial con-
ditions for inflation level increase in Lithuania.

Data on inflation in Lithuania and the EU con-
trolled inflation rate in 1998-2007 is presented in
Fig. 1.
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Fig. 1. Inflation calculated on the grounds of Lithuanian HCPI and EU controlled value 1998-2007, %

Sources: Inflation rate [accessed on 11-07-2007]. Internet access: <http://epp.curostat.ec.europa.eu/portal/page? pa-
2e1d=1996,39140985& dad=portal& schema=PORTAL&screen=detailref&language=en&product=SDI MAIN&ro-
ot=SDI MAIN/sdi/sdi_ed/sdi_ed inv/sdi_ed1160>; EU member states annual inflation according to HCPI [accessed on
03-02-2008]. Internet access: <http://www.1b.1t/It/euras/konvergencija.htm#infl>.

During the first years of the transitional period
after independence inflation in Lithuania was three-
figure. In 1993 after adoption of litas, inflation was
inhibited and the currency exchange rate was stabili-
zed. In 1997 inflation decreased to a one-figure num-
ber level and has been decreasing for several years.
Till that time due to transitional period growth of ad-
ministrated prices decreased, and a rapid growth of
efficiency and a constant growth of nominal effective
currency rate due to the growth of base currency rate
tendencies (in beginning USD, later EUR) during se-
veral years also helped to decrease inflation.

From 1999 until 2004 inflation in Lithuania
calculated on the grounds of HCPI was smaller than
2%. From 2002 till 2003 consumer prices were dec-
reasing each year partially due to change of base cur-
rency and litas binding to the euro in the beginning
0f 2002. After that time inflation level became positi-
ve and each year it was increasing in approximately
3%. Inflation level from 2004 became positive due to
several factors: increase of expenditure on salaries,
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rapid growth of prices of unprocessed food, what is
partially related to price arbitrage, as membership in
the EU created conditions to foods price convergen-
ce, increase of indirect taxes and administrated prices
and influence of higher prices for energy (Report of
Commission. 2006. Report on Lithuanian Convergen-
ce).

Growth of HCPI from 2005 could be explai-
ned by the following external factors: increased pri-
ces for oil, and from 1 January, 2006 sharply, almost
by 40%, increased import prices for natural gas. Due
to that reason peak prices for gas, used for food pro-
duction and direct heating, were reached, and it incre-
ased inflation for about 0.1% in 2006. But the main
influence of increased import prices for gas was evi-
dent later, due to correction of regulated prices for
de-centralized heating.

According to the data in Fig. 1, we can also sta-
te that already in 2005 inflation of 2.7% in Lithuania
was exceeding controlled convergence rate of EU by
0.1%, although inflation compared to the neighbour



states was the least (accordingly in Latvia 6.3% and
in Estonia 2.8%). In 2006 exceeded inflation rate de-
feated Lithuania’s plans to adopt the euro from 1 Janu-
ary, 2007, therefore a member of the Lithuanian Bank
management V. Geralavic¢ius (2007), having heard
EC evaluation, stated that such evaluation is wrong
as until 2005 Lithuania has managed to control infla-
tion and according to the opinion of scientists Carlin
W., Estrin S., Scaffer M. (2005), it seemed that Lithu-
ania had has no any great problems concerning adop-
tion of the euro.

Also faster rates of salary growth it was noti-
ced that it were considered, comparing to labour pro-
ductivity growth, therefore, a decision was made not
to let Lithuania adopt the euro from 1 January, 2007.
Finance analyst G. Nauséda (2006) advisor for SEB
Vilniaus Bankas president is of an opinion at first
countries should solve their inner problems and only
then think about euro adoption. Hence we can notice
that the most important reasons due to which infla-

tion started to increase rapidly and already in 2007 in-
flation was fixed almost 5.8%, are those that not only
increase for all goods, but increase of salary, influen-
ced by emigration, rapid development of the construc-
tion sector, decrease of income tax of residents (from
33% to 27%, and from 1 January, 2008 to 24%), what
stimulated increase of consumer purchasing power,
also intensive use of European Union structural funds
support, return of Ruble deposits.

In its report to Seimas (2008) about realization
of the main aim of the Lithuanian Bank, execution of
functions and status of the banking system, presented
by the chairman of the Lithuanian Bank Management
twice a year, except other issues information about de-
velopment of the Lithuanian economy is presented.
In this report it is declared that most by inflation was
determined by increased prices for processed food
products. Thus growth rates of HCPI change factors
in 2005-2007 are shown in Fig. 2.

Percentage

Annual inflation

3 Prices of manufactured goods
I Prices of services
I Prices of liquid fuel, fuel and oils

=3 Prices of foods products and beverages
C—J Administrated prices

Fig. 2. the growth rates of HCPI change factors in 2005-2007, %

Source: Report about realization of the main aim of Lithuanian bank, execution of functions and status of banking system
(2008 March) [accessed on 18-04-2008]. Internet access: <http://www.lb.1t/lt/leidiniai/ataskaitos/ataskaita2007.pdf>.

As it is seen from data in the figure, in autumn
0f 2007 general annual inflation significantly increa-
sed. The greatest impact on of inflation increase was
because of significantly faster growth of processed
food product prices for milk and its products, bread
and meat products went up very much. Increase of
food product prices reflects worldwide tendencies of
expensiveness of food, mostly determined by rapid
economic growth of less-developed countries, and
this growth stimulates greater demand of agricultural
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products and processed food products. From Septem-
ber 2007 impact of fuel prices on general inflation
became greater. It is directly related to global prices
of oil, which in autumn of 2006 started exceed great-
ly prices in the corresponding period of earlier years.
Increase of service prices is still getting quicker and
increases general inflation even more significantly.
Services are getting more expensive due to constant-
ly growing demand, also due to increasing salaries
and other expenditures (Evaluation of Economic De-



velopment of Lithuanian Bank, 2008). Data in this
figure also show that gross annual inflation, which
does not prices include for food and energy, is incre-
asing as well.

Therefore we can state that uncertainty due to
inflation and its future level is mostly related to inc-
rease of prices for energy and influence of expecta-
tions. If it is foreseen that prices for electricity for
end users, prices for gas and heating energy prices
directly related to them will increase in the future,
such forecasts can increase inflation in 2008.

Director of Economics Department of the Lit-
huanian Bank Kuodis R. (2008) convinces that tre-
pidation due to inflation in the nearest time will not
be quieting: excise will increase step by step, a gap
between more expensive gas and larger prices for he-
ating will not disappear as well due to regulation pe-
culiarities. Adoption euro although in 2010 remains
theoretically available it is difficult to implement.

As it is seen, there are a lot of factors which
could stimulate inflation growth even more. Further
growth of prices for natural gas, electricity energy
will be strongly felt in 2010, closure of the second re-
actor of Ingalina Meclear Power is still discussed due
to prices will increase, also the excises will be raised
for several groups of goods (tobacco, alcohol, fuel).
All these factors do not let us expect any decrease of
inflation, although decrease of inflation is a long-las-
ting process.

According to opinion of Economics experts
from the National Development Institute, even if Lit-
huania would have been satisfied the Maastricht crite-
rion and meet to all formal requirements, euro adop-
tion would still be very controversial, as there was
basis to declare that satisfaction of inflation criterion
was not stable, i.e. prices in Lithuania had a tendency
to grow more rapidly than in the EU (Staniulyté T.,
2007).

As it is emphasized in the Management Plan
for Inflation Means (2008), economics theoreticians
treat inflation as a growth of consumer prices. But in
such way the essence of inflation is not explained,
reasons which determin increase prices are not indi-
cated. Therefore we should agree with this statement
that those, who are fighting against inflation in reality,
are fighting against growing prices. These attempts
are meaningless, as then it is tried to keep low prices
at the same time the policy of a growing amount of
money is followed and in such a way conditions for
processes to continue are created.

Factors having an impact on inflation growth

While choosing anti-inflation means it is neces-
sary to consider the nature and causes of inflation and
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to evaluate the impact of these means on long-term
economic development of Lithuania (LLRI position
due to means of inflation regulation while adopting
euro, 2006).

Seeking to foresee the ways of solution of in-
flation increase, firstly it is necessary to find out what
are the sources of inflation:

e Additional funds coming to the market increase
the mass of money in the country in such way.
They would be obligations of the state, support
from EU structural funds and from private finan-
cing sources and other.
General growth in prices could be determined by
growth of prices for separate goods or production
factors as well.
Decreased taxes, competition restriction.
Consumption standard of residents also con-
tributed to inflation growth (especially in 2007). In
2007, if compared to 2006, consumption expenditu-
re of residents increased from 81.98% to 82.71% of
GDP, at the same time growth of consumption expen-
diture increased from 9.8% up to 13.68%.

When Lithuania joined the EU, the markets we-
re opened and emigration was stimulated, in such a
way and due to that force supply of labour in Lithua-
nia decreased.

Money sent to Lithuania by emigrants also
has an impact on inflation growth. Although in such
a case additional value in the country is not created,
i.e. it is not fixed included in GDP. But the mass of
money in the country increases as people’s living in
Lithuania incomes are replenished but incomes recei-
ved from abroad. This money received from abroad
is put into circulation as well, i.e. various goods and
services are bought, and increased demand of goods
stimulates growth of prices. According to BNS data,
in 2007 private persons sent to Lithuania about 3 mil-
liard LTL (by 44% more than in 2006). In 2006 the
World Bank performed a research, the aim of which
was to find out how money received from abroad is
used. In conclusion it is stated that in Lithuania mo-
ney from emigrants can conclude makeup 5% of all
expenses of households (Emigrants transferred to Lit-
huania milliards of litas, 2008).

Monetary base has an impact on inflation
growth. Monetary base is the sum of money put into
circulation by the central Bank and reserves of obliga-
tory bank deposits in national and foreign currency.
Bank Deposits are made up of all banks and similar
institutions accepting deposits. Talking about CPI,
we can emphasize that this index shows efficiency
of the state monetary policy and is used taking econo-
mic decisions. Therefore it was decided to perform
linear regressive analysis of the following indexes
(i.e. monetary base and CPI) in 1998-2007, which is
show a in Fig. 3.
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Source: calculated by authors referring to Monthly CPI, if comparing with base period (2005=100). Features: Classifica-
tion of Individual Consumption by Purpose (COICOP) [accessed on 18-04-2008]. Internet access: <http://dbl.stat.gov.
It/statbank/default.asp?w=1280>; Monetary base 19982007 [accessed on 18-04-2008]. Internet access: <http://www.

Ib.It/statipub/statbrowser.aspx?group=729 1 &lang=It>.

As it is seen from data in Fig. 3, the relations-
hip between monetary base and CPI is very close and
direct, as the coefficient of linear correlation is 0.93.
the Department of Statistics has fixed that CPI compa-
ring with the base period (2005 = 100), during 1998—
2007 increased from 93.10 to 114.65; and according
to Lithuanian Bank data, the index of monetary base
increased from 42.58 up to 158.57. An average mont-
hly monetary base increased because of decreased al-
ternative expenses for keeping cash when interest ra-
te of deposits decreased and because of step-by-step
with drawing of cash in USA dollars from circulation
continuing from the middle of 2002. As it is noticed

by the Lithuanian Bank, several causes had an impact
on that. Firstly, rapidity of CPI increase, if compared
to increase of monetary base, is “stopped” by the fact
that more goods and services are created in the econo-
my (see GDP index in Fig. 4). Secondly, CPI index
does not include, for example, especially rapidly inc-
reased prices for dwelling purchase; at the same time
processes related to increasing prices for immovable
property enlarged monetary base. Thirdly, increased
impact of the money mass on CPI is delayed; there-
fore it is credible that when the growth of monetary
base is slackened, CPI will still be increasing rapidly
for a particular period.
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Fig. 4. Dynamics of GDP index in 1998-2007 (2000 = 100)

Source: Index of Gross Domestic Product in quarters (2000 = 100) [accessed on 18-04-2008]. Internet access: <http://dbl.

stat.gov.lt/statbank/default.asp?w=1280>.

During the analyzed period the monetary base
(mIn.LTL) increased 3.93 times (from 3270.84 min.
LTL in 1998 to 12886.49 min. LTL in 2007). At the
same time GDP, which also determined increase of
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GDP index, increased 2.16 times (from 44698.6 mln.
LTL to 96675.6 mIn. LTL). This means that fell a big-
ger amount of money for purchasing them on the qu-
antity of goods and services being produced in coun-



try. And this could undoubtedly have impact on the
level of all prices, creating motives for the growth of
the general level of prices. However as it is emphasi-
zed in Plan of Inflation Management Means (2008),
except the a dynamics of the amount of money, pri-
ces are determined by other factors as well, demand
and supply. Therefore it is possible that even when
the amount of money is growing, prices for several
goods and services will decrease (for example, in ca-
se of Lithuania rapidly decreasing prices for network
services).

Ways of solving an inflation growth problem

Having analyzed factors, that have impact on
inflation increase, we can propose various means
which would help to decrease the level of inflation.
Vice-president of the Lithuanian Free-market Institu-
te Steponaviciené G. (2006) declares that it is most
important to decrease the state debt and not to expand
budget expenses any more. Inflation, according to
her, should be decreased by the following means:

e (Cancellation of income tax privileges and credits.
It would be relevant to establish income tax privi-
leges for study loans or private health insurance.
It is not recommended to increase exciseduties
for energy products, alcohol and tobacco. Lithu-
ania should increase exciseduties while using all
possible transition periods of the EU. On the con-
trary, uncontrolled outburst of smuggling will oc-
cur.

Director of Economics Department of the Lit-
huanian Bank Kuodis R. (2008) agrees that an impor-
tant mean of inflation regulation is decrease of budget
expenses. The head of the branch of Northern coun-
tries of the European Department International Mone-
tary Fund Morsink G. thinks the same declaring that
Lithuania needs to save, delaying compensations for
unrecovered ownership rights to immovable proper-
ty (How to save half of a million, 2008). Payments
for property rights reconstruction, according to him,
could even increase state need to borrow. However,
chief analyst of DnB NORD bank Rudzkis R. decla-
res that a decision to delay monetary compensation
for unrecovereb property would stop inflation, but
the process of restitution is also prolonged and its de-
lay would cause dissatisfaction of society. He warns
that the state budget is in deficit, and the state itself
can not save and does not provide an example to so-
ciety that it needs to save (Pakalkaité V., 2008).

The advisor for SEB Vilniaus bankas president
Nauséda G. states that needs either to stimulate sa-
ving of consumers (in 2007 comparing with 2006
household savings (LTL/month) decreased from 373
LTL to 368 LTL), or to limit public expenses in the
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government sector and to execute an appropriate fis-
cal policy. Also to use all regulation leverages of mo-
nopoly pricing, not to allow pressure from monopoly
companies an the energetics sector. However the eco-
nomist admits that it will not be sufficient to manage
inflation as it is influenced by international forces,
e.g. worldwide prices for oil (Premiers of Lithuania
quietly accept crises, 2007).

The head of the Financial Stability Branch of
the Lithuanian Bank Leika M. considering inflation
decrease means declares, that the most important are
a rational fiscal policy and stimulation of competi-
tion. Larger competition could be in the food indust-
ry, if the general agricultural policy of the EU would
be changed, i.e. if import from third countries possi-
bilities would be easier, in such a case prices from
agricultural production would not grow so quickly
(Interview with Mindaugas Leika, 2007). An Expert
from the Lithuanian Free-Market institute Kuokstis
V. (2007) agrees that a more competitive market is,
the larger is pressure on prices to decrease. He decla-
res that natural competition of companies would be
the most important factor which would stop increase
of prices at the time of euro adoption and it would
protect consumers’ interests. However, referring to
an opinion expressed by the Lithuanian Bank, we can
criticize such competition enlargement as an increase
of imported goods from third countries would stimu-
late not only competition but withdrawal of small and
average companies from market (aspect of bankrup-
tcy). Small companies due to an increased amount of
imported goods and lower prices would not be able
to compete in the market, therefore under conditions
approach small and average businesses will not be
stimulated.

In order to stop inflation or at least to decrease
it, most what need is a balanced budget and decrea-
se of the state debt. Also bureaucratic barriers that
do not let market participants to come onto the mar-
ket freely and act in it are also noticed, e.g., permits,
licenses, distortion of prices with the help of taxes
(e.g., by different VAT tariffs: 5% and 18%).

In the Management Plan of Inflation Means
(2008) the following main anti-inflation means are fi-
xed. Some of the provided means have been already
applied.

In the middle of the year the budget of the go-
vernment sector was not reconsidered. Purpose:
to use surplus incomes for financing the budget
deficit (or covering of state debt). Advantage: the-
re are no possibilities for unjustified increase of
the state apparatus money wasting, which could
occur due to larger tax incomes than forecasted.

Fight with the phenomenon of salaries ,,in en-
velopes “. Its positive effect is related not only



to inflation but to the status of all the country eco-
nomy, its stability (fewer employees not insured
with social insurance, larger amount of social
insurance payments, larger possibilities to impro-
ve the status of the current pension system when
increased inflation exists, less negative consequen-
ces for insured persons in retirement age).

LR fiscal policy law (balanced budget in the mid-
dle period). Although it is not realized in a shorter
period, it is a relevant document, which should be
followed. A more strict state fiscal policy would
not form unjustified expectations when it is lived
not according to possibilities but oriented towards
unstable needs.

Maintenance of a currency management mo-
del. Ensures stability of the monetary policy pre-
venting from unjustified monetary emission by
the state, as it requires ensure each litas with an
appropriate amount of base currency (euro).

Having reviewed appropriate means for infla-
tion decrease we can also mention inappropriate
means, which would not have effect on inflation dec-
rease:

o FEstablishment of immovable property tax in Lithu-
ania would be a wrong decision for the residents
who are saving and investing. Besides, there oc-
curs a possibility for bureaucracy, corruption deve-
lopment. Having established immovable property
tax prices in the market would increase automati-
cally, non-safety of the residents due to dwelling
taxation. This means that this mean can not provi-
de the expected result (i.e. it would not increase
the level of inflation), and consequences would be
negative, as it would be difficult for the residents
to adapt to this tax, their standard of living would
change.

Regulation of prices while maintaining artificially
low prices. It does not reflect market information,
becomes perverse, in such cose the possibilities
to invest are decreased, competition becomes less
possible.

In the Plan of Inflation Management Means
(2008) it is declared that it should not be necessary to
establish progressive taxes as they do not stimulate
enterprises charges taxes on advanced progressive de-
cisions, adds to competition decrease. International
companies while evaluating possibilities to invest
consider the future costs, clearness of taxation sys-
tem, consistency, therefore the way towards regressi-
ve taxes would stimulate registration of companies
and employees in such countries as Estonia. Also not
to plan VAT increase, as it will exeliarate inflation
even several times: having announced about a plan-
ned VAT growth, demand for goods will be increased
for those seeking to purchase them for prices before
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taxes, and later final consumer prices will be taxed by
VAT once more.

Very often politicians and financiers discuss
devaluation of Lithuanian litas as one of the ways
to decrease the inflation level. But we can contra ar-
gument such an opinion. As currency rate is one of
the main indexes of the country’s competitiveness in
the international market, due to this reason prices for
imported goods will devaluate litas, an d this would
determine an increase of net cost of Lithuanian pro-
duction. Devaluation of litas could have a negative
impact on the Lithuanian economy: distrust in the
international capital markets, increase of risk and in-
terest rates, will occur, all those things would deter-
mine inflation level rise. Due to increased risk and
interest rates investments can decrease, volumes of
trading, it would become more difficult keep partners-
hip relations be with foreign companies.

Concluding we can state that while withstan-
ding pressure due to competitive prices, Lithuania
should use money from EU structural funds more
rationally investing more into science, technological
advance, human capital (scientists have assigned on-
ly 0.16% of money in 2006 was allotted for scientific
researches; not great science financing is noticable as
well: in 2006 it reached 0.76% of GDP, mean while
in EU it averagely reaches about 3%) and increase a
general longest period not significanly rising of pri-
ces (Misevicius V., 20006).

Tax policy executed by the state to decrease ta-
xes in series stimulates consumption growth and inc-
rease of inflation growth as well. However, decrease
of taxes increases labour efficiency, working active-
ness and investments. Therefore, seeking to maintain
a small and stable tempo of inflation, we need to inc-
rease labour efficiency more.

Conclusions

From 1999 till 2004 inflation calculated on
the basis of HCPI was smaller than 2% in Lithuania.
From 2002 till 2003 consumer prices were decreasing
each year partially due to change of the base currency
and litas binding to the euro in the beginning of 2002.
Later inflation level became positive and each year
it was increasing by approximately 3%. From 2004
Inflation level became positive due to several factors:
increase of expenditures on salaries, rapid growth for
prices of unprocessed food, what is partially related
to price arbitrage, because membership in the EU cre-
ated conditions to converge prices for foods.

From 2005 inflation level started increasing ra-
pidly in Lithuania and did not satisfy convergence cri-
teria. We can identity the following main sources of
inflation: additional money that comes into the mar-



ket and increases the mass of money in the country;
decreasing taxes; restriction of competition; increase
the living standard of the residents; money sent to
by emigrants Lithuania and other factors. All those
things determin especially increasing inflation in Lit-
huania, due to which Lithuania could not and still can
not adopt the euro.

Inappropriate means for inflation decreasing
are: establishment of immovable property tax; regu-
lation of prices; establishment of progressive taxes;
increasing of VAT; devaluation of litas. These means
would not decrease but contrary increase inflation.

The best way for Lithuanian to do would be
rational distribution of budget funds, not increase of
state expenses, which were growing in greater speed
than GDP. A Balanced budget would also decrease
or even eliminate a necessity to boerow, would slow
down an increase in the amount of money and decre-
ase inflation, as a deficit budget becomes inflationary
when deficit is financed by foreign markets.
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Infliacijos priezas¢iy ir jos maZinimo galimybiy analizé Lietuvoje, vertinant ekonomine konvergencija

Santrauka

2005 m. vidutiné metiné infliacija Lietuvoje
(2,7 proc.) buvo Siek tiek didesné negu Mastrichto
sutartyje nustatytas kontrolinis dydis (2,6 proc.), ta-
Ciau tai sutrukdé Lietuvai prisijungti prie euro zonos.
Infliacijos did¢jimas ne tik sutrukdé Lietuvai jsivesti
eura, bet pastaruoju metu kelia daug problemuy, nes in-
fliacija sunku pazaboti. Todé¢l, atsizvelgiant i Sias ak-
tualijas, straipsnyje ivertinamos infliacijos didéjimo
priezastys, nurodomos priemonés (tinkamos, netinka-

mos), galin¢ios sumazinti infliacijos lygi Lietuvoje.
Tyrimui atlikti buvo pritaikyti bendrieji moksliniai
tyrimo metodai — loginé, lyginamoji, statisting ir ko-
reliaciné-regresiné analizé. Atliekant tyrima remtasi
statistiniais, grafiniais, ekonometriniais, detalizavi-
mo, apibendrinimo, grupavimo bei eksperty vertini-
mo metodais.

Prasminiai Zodziai: konvergencija, konver-
gencijos kriterijai, infliacija, euras.

100



