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AUBEPAAU3SALUNA NTOAUTUKU OBMEHHOTO KYPCA:
MEXAYHAPOAHbI ONbIT U YPOKU AASl Y3BEKUCTAHA!

Amnnoragna. [leav pabomvr — anaaus onvima sapybexcHolx cmpan 8 obaacmu aubepaiusayuu
noAuUMuKU 06MeHHO20 KYPCa C UeAblo u3BAeqeHUs HeobxoJuMblx ypokos aas Ysbexucmana. Me-
moJ — CPABHUMEAbHBIU AHAAUS, MEMOJbl CMAMUCTUYECKO20 U 3KOHOMUUECKOZ0 AHAAUSA, IKC-
nepmrote ouerxu. Pesyaprarbr. Cpasrumenvrvlii aHaIu3 Kax NOAONCUMEAbHOZO, MAK U Hed-
musHoz0 onvima 3apybexcHolx cmpan 8 obaacmu AubEPAAUSAUUU NOAUMUKU O0OMEHHOZ0 Kypca
no3g0Asem u3BAeUb U3 Hezo onpedeacHHvie ypoku. Irasmviii us Hux: pedopmor 06MEHHBIX KYPCOB
mpebyom He pasosviii (eauHospemerHblii ), a nowazoseiii (nosmantoiii) nogxos. 1 — yHupuxa-
uusi 0bmenHblX Kypcos; 2 — cB0BOAHBII JOCMYN K KOHBEPMAUUU AN (PUSUYECKUX U IOpUAUUC-
CKUX AUY 8 KOMMeEPUEeCKUX BAHKAX NO PoIHOYMBIM OOMEHHBIM Kypcam; 3 — c80604Has KOHBepMa-
uusi NS BCeX ONepayuii no MmeKywuM cyemam. 3aKAouumenvHolli uiaz — Aubepaiusayus one-
payuii no kanumaavHem cuemam. Basxcro svibpame Hauboace 6.arazonpusmmuoe spemsi nposeeHUs.
pehopm ¢ Mouku 3peHUst BHYMpPeHHUX u sHeuwHux ycaosuil. Aubeparusayus obmeHHbIX KYPCOB 8
Vs6exucmane, npeaycmompennas Cmpamezueii aeiicmsuii, 6ysem ycnewiHoil, ecau coomsem-
cmsyouwue ypoku us cobCmseHHoz0 u Mupogozo onvima 6yaym maxcumarvro yumenvt. Obracts
npumeHeHHsA Pe3yAbTaToB. Pesyromamuvt mozym 6bimb UCNOA30BAHBL 8 NOAUMUKE 0O6MEHHOZO
kypca Ysbexucmana nymem npesnoiceHMozo nouiazogoz0 Memoja Om YyHUPUKAYUU OO6MEHHOZ0
KYpca K KOMBEPMAUUU NO MEKYWUM ONEPAUUAM U TMOALKO 3AMEM, N0 MEPE BbL3PEBAHUSL HEOHXO-
Aumolx ycaosuil, K aubepaiusayuu onepayuii no kanumanvHolm cuemam. Bbieogpr. Asmopor
npeAaazaiom ceou coBCMBeHHbIE BbIB0AbL U NOAXOA AN PEULCHUS AUAECMMbL MEICAY KOMUCIUUIMU
«UIOKOBOU mepanuu», KOMmopsle NPesAdzaiom HAYUHAMb Pepopmbl C CAUHOBPEMEHHOU U NOAHOU
Aubeparusayuu 06MeHHOZO KYPCd, U MHEHUEM, 8 COOMBEMCMBUU C KOMOPbIM MU Mepbl JOANCHDL
«BeHUamb>» poiHouHbie pedopmol. Mx cymov: He Hauunamo, HO U He JOMCUAAMbCA 3aBepUICHUS
pehopM, @ HAUMU KOHKPEMHOE COUECMAHUE NPABUMEAbCMBEHHBIX U PLIHOYHBIX UHCMPYMEHIMOB,
3 PEKMUBHBIX U CBOEBPEMEHHBIX NOCMENEHHbIX Waz08 8 obaacmu aubeparusayuu 06MeHHOZO
KYpca, U no3manHo BHeAPUMb Ux 8 Hauboaee 6.1A20NPUAMHBLX YCAOBUSAX.
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LIBERALIZATION OF POLICIES OF EXCHANGE RATES: INTERNATIONAL
EXPERIENCE AND LESSONS FOR UZBEKISTAN

Abstract. The goal of the study is an analysis of experience of foreign countries in the area of
liberalization of policies of exchange rates in order to extract the necessary lessons for Uzbekistan.

The method is a comparative analysis, methods of statistical and economic analysis, expert eval-
uations. The results. A comparative analysis of both the positive and negative experience of for-
eign countries in the area of liberalization of policies of exchange rates allows to extract certain
lessons from it. The main of them are reforms of exchange rates require not a one time
(nonrecurrent ), but a step-by-step (gradual ) approach. 1 - unification of exchange rates; 2 - free
access to conversion for individuals and legal entities in commercial banks based on market ex-
change rates; 3 - free conversion for all operations on current accounts. The final step is liberali-
zation of operations on capital accounts. It is important to choose the favorable time for conduct-
ing reforms from the point of view of internal and external conditions. Liberalization of exchange
rates in Uzbekistan stipulated by the Strategy of actions will be successful if the corresponding
lessons from the domestic and world experience are taken into account to the maximum extent.
The area of application of the results. The results may be used in the policies of exchange
rates of Uzbekistan through the suggested step-by-step method of unification of exchange rates to
conversion of the current operations and only then as the necessary conditions form, to liberaliza-
tion of operations on capital accounts. The conclusions. The authors suggest their own conclu-
sions and approach to solve the dilemma between the concepts of “shock therapy” that suggests
starting reforms with a nonrecurrent and complete liberalization of exchange rates and an opinion
in accordance with which these measures should “top off” market reforms. Their substance is not
to start nor wait until the end of reforms, but rather find a specific combination of governmental
and market instruments, effective and timely step-by-step steps in the area of liberalization of the
exchange rate, and implement them gradually in the most favorable conditions.

Keywords: international experience, liberalization of the exchange rate, monetary-credit policy, the
national economy, the Republic of Uzbekistan.

Introduction. In the Decree on the Strategy of actions signed by President Shavkat Mirziyoev on
February 7, 2017, liberalization of the economy is one of the top five priority directions of the devel-
opment of Uzbekistan. The document envisages usage of international experience for providing sta-
bility of national currency and prices in domestic markets as well as stage by stage introduction of
internationally proved market mechanisms of currency regulation and formation exchange rate to
provide free convertibility of national currency [1]. Special presidential decree entitled “Urgent
measures on liberalization of the exchange rate policy” was issued on September 2, 2017, that desig-
nated to start this very important process on market base [2].

For all countries in transition the choice of the right exchange rate policy has become one of the
key tasks to meet the challenges of both globalization and systemic transformation to provide a prop-
er linkage between domestic and world markets. The objective of this paper is to examine the effi-
ciency of the different exchange rate policies, radical and gradual strategies to draw lessons for Uz-

WWW.Irppe.ru 99



HcnamoB B.A., 3ugnyuiaEs H.C., 3uanyiaes V.C., Hciamos 1.B.
LIBERALIZATION OF EXCHANGE RATE POLICIES: INTERNATIONAL EXPERIENCES AND LESSONS FOR UZBEKISTAN

bekistan.

Exchange rate liberalization policies proved to be the most acute component of transition, which
regardless of the success or failure of market reforms in other areas including stabilization, privatiza-
tion and even fiscal policies, could initiate financial crisis. However, the majority of international
advisors were almost unanimous that an immediate move to convertibility is the best prescription for
all countries in transition. Only a few warnings were made that currency convertibility should not be
the starting but the finishing point of market reforms to “crown” them [3].

This article suggests its own approach for solving the dilemma between the “big bang” and
“crown” concepts, one recommending not to start but also not to wait up to the end of reforms but
introduce currency convertibility step-by-step in the most appropriate time from viewpoint of domes-
tic and external environment.

Methods. The research is based on the methods of comparative analysis. Dialectical categories of
"historical and logical", as well as "general, particular and individual” are used to analyze the postwar
experience of industrially developed countries, market-based reforms in China, Eastern and Central
European states, as well as post-soviet republics in a transition period in the area of liberalization of
exchange rate policy. The aim is to extract the necessary lessons for Uzbekistan.

1. Lessons from the post-war reconstruction in Western Europe and Japan.

Whether an immediate move to convertibility is the best prescription for countries in transition
relied on international experiences? Is there are lessons from the post-war reconstruction in Western
Europe and Japan? It took about 17-18 years after WWII in Western Europe and Japan to sign Article
VIII of the IMF Charter. It happened after full reconstruction and recovery, with sufficient gold and
currency reserves as well as stable positive balance of payments. Besides, it was under good external
conditions: terms of trade were beneficial, foreign credit lines were available, full support of Interna-
tional Financial Organizations was provided as well.

So, the first lesson is the best timing from the viewpoint of domestic and external factors should
have been chosen not to redouble transformation traps of radical reforms by globalization shocks of
fast and unprepared opening up of the domestic markets.

The experiences of highly industrialized countries also proved the necessity of a step-by-step ap-
proach. The first task is the achievement of a unified exchange rate (it had been resolved in many
European countries by 1958). In Japan, a single exchange rate was introduced as early as in April
1949. K. Hamada and M. Kasuya suggest that a unified exchange rate is important to reduce infla-
tion, eliminate complex subsidies for exports and imports, promote exports, and in order to motivate
people to engage in productive activities rather than in speculative shadow operations. What was im-
portant in their analysis, that they proved it could be introduced before convertibility under macroe-
conomic stabilization program [4].

The second step is non-resident current account convertibility that is the main requirement of Ar-
ticle VIII (many European countries introduced it in 1962, Japan in 1963). The U.K. had a negative
experience from the hasty introduction of non-resident convertibility in 1947. It was rather limited
and generously supported by the U.S. government (the U.K. received $3.73 billion aid). However,
current account convertibility due to a huge capital flight was soon abolished It was re-introduced a
decade and half later on April 30, 1961.

The third step is full convertibility including resident and capital accounts (in France and Italy it
was achieved only in the end of 1970s). The recent global and regional financial crises showed that
economies need to be very cautious about the introduction of capital account convertibility without
proper preparation.

2. Lessons from market reforms in China, Central and Eastern European states

China started market reforms in 1979 and only 15 years later initiated liberalization of foreign
exchange markets. By the end of 1993, there existed a certain disparity between the official rate and a
“swap rate” (i.e. the black market rate) but the share of the state plan allocated to foreign exchange
had fallen to less than 20 percent of the total.

On January 1, 1994, the planned allocation of foreign exchange was completely abolished, and the
two tracks merged into a single market track. In December 1996, China announced current account
convertibility of its currency, i.e., it signed article VIII of IMF charter 17 years after the beginning of
market reforms.

100 WWW.Ippe.ru



PErMoHANBHBIE NMPOBJIEMbBI NPEOBPA30OBAHUG DKOHOMUKHU, Nel, 2018

However, China maintained capital control and managed to avoid the negative impact of the
Asian financial crisis. Between 1994 and 1998, the exchange rate remained stable and even appreci-
ated slightly from 8.7 yuan to 8.3 per 1 USS. Both exports and foreign direct investment increased
dramatically, and the country’s foreign reserves increased from 21 billion USS$ to 145 billion USS.
Despite the Asian and Russian crises, in 1997 and 1998, China continued to attract FDI of about 45
billion US$ annually [5], [6].

In Central and East European states (except Hungary), such countries as Czechia, Slovakia, Po-
land, Bulgaria and Romania had chosen much more radical, and in these cases a truly “shock thera-
py” approach towards convertibility. Compared to Western European states, where convertibility
were introduced gradually over almost two decades starting with transactions with foreigners, they
tried to do it immediately within a short period of time and in reverse order beginning with internal
convertibility.

There were also some differences with regard to the regime of convertibility: the first two coun-
tries, like Hungary as well, adopted fixed exchange rates and the latter two floating exchange rates.
In reality only in 1990, the first year after introduction of currency convertibility, were there im-
provements in foreign trade balances due to a sharp decrease of imports. But it was achieved not only
as a result of a contraction in imported consumer goods but capital goods as well. The lack of import-
ed inputs made a significant negative impact on domestic production and contributed to output de-
cline. However, beginning with 1991, there were deficits in foreign trade balances because the
growth of imports was faster than that of exports.

All CEE countries, Hungary (1990), Poland, Czechia, Slovakia (1991) earlier, Bulgaria (1992)
and Romania (1993) later deliberately permitted faster growth of real exchange rates of their national
currencies towards US dollar in order to diminish the adverse effects of import contraction on real
sectors of the economy. In addition, in 1991-1992, as was mentioned above, Poland re-introduced
higher tariffs. Hungary used more non-tariff measures to protect domestic producers.

Why did the Eastern and Central European countries attempt to introduce currency convertibility
so fast and in reverse order compared with Western European states?

The main reason was to appeal for trust from foreign countries and investors in their market re-
forms, to introduce a competitive market environment, to stop dollarization of the economy and to
strengthen the national currency. Their task was to create a market economy and not just to liberalize
currency controls as it was in the post-war highly industrialized countries. Therefore, internal con-
vertibility was introduced first. Though it was limited only to current account transactions, residents
had access to hard currency only to pay for their imports. It was prohibited to take local currency out
of the country or to open a foreign currency account abroad.

Nevertheless, fast liberalization of current account controls for residents and non-residents com-
bined with elimination of the state monopoly on foreign trade contributed immensely to the chain
reaction of sharp devaluation, inflation and recession. Enterprises did not react to market signals in
the way they do under perfect competition. Instead of increased efficiencies they faced a galloping
rise in prices and a huge output decline. State interventions and foreign credits were the only instru-
ments to fix the situation.

3. Lessons from market reforms in post- Soviet republics.

The experience of post- Soviet republics also shows that it is not technically difficult for the state
to introduce currency convertibility immediately and open up the domestic market. Controversies
were connected with their impact on the real economy and sustainable human development. The
costs of transition in Russia that in 1998 turned into default and financial crisis were very large. Both
Russia and Kazakhstan, resource rich countries, have been relying mainly on energy and metals ex-
ports that has led to appreciation of their currencies, reducing the returns to local exporters and do-
mestic import-competing industries in other sectors. It had not been possible to protect by tariffs or
quotas because of lengthy borders and inefficient customs. Therefore, on the positive side, the deval-
uation more effectively protected domestic producers and industries by making imports more expen-
sive. It was less successful in promoting exports, because major exportable commodities had been
hard currency denominated before and after devaluation. Besides, the output reversals were accompa-
nied again with increased inflation in Russia, and affected the wellbeing of the people with fixed in-
comes.
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Overall, the situation after the 1998 crisis had started to change for the better in Russia. It was
partially connected with Primakov’s government that implemented elements of industrial policy and
partially with the increase of prices for oil in the world markets beginning with the second half of
1999 and throughout a decade. It was less successful in promoting exports, because major exportable
commodities had been hard currency denominated before and after devaluation. Besides, the output
reversals were accompanied again with increased inflation in Russia, and affected the wellbeing of
the people with fixed incomes. Moreover, due to economic sanctions against Russia and sharp fall of
world prices for oil, Russian Ruble was devaluated for two times and Russian Central Bank had to
introduce floating exchange rate system in December 2014.

The Central Asian states have chosen more or less similar exchange rates regimes based on man-
aged floating and systems of exchange auctions since the moment of their own currency introduction.
However, despite some similarities in initial macroeconomic stabilization procedures and forms of
exchange rate regimes, in reality the various countries took two significantly different approaches
towards not only the main strategy of market reforms as a whole but also towards currency converti-
bility as well.

The Central Asian states have been divided into two groups in regards to their exchange rate poli-
cies. Kyrgyzstan and Kazakhstan, following the concept of radical “shock therapy” reforms, accepted
the conditions of Article VIII of the IMF Charter rather fast — on March 29, 1995 and July 16, 1996
respectively. Tajikistan unified its exchange rate, abolished surrender requirements, and started to
follow IMF conditions a several years later. However, radical transition with hasty currency converti-
bility and extra openness in these countries so far has been too costly, made not only at the expense
of the majority of the current population but future generations (with a huge foreign debt and overuse
of non-renewable natural resources) as well. It became one of the most significant factors of output
decline at the initial stage of transition and their vulnerability to the shocks of global and regional
crises of 2008 and 2014 in these respective countries [see, 7 and 8].

Kazakhstan signed article VIII in July 1996 and introduced one of the most radical large privatiza-
tions, which attracted the second largest FDI per capita in the FSU (after another oil rich Azerbaijan).
But in comparison with China and Hungary, in Kazakhstan FDI was allocated not to labor intensive
human resource based enterprises, but to capital intensive natural resources based sectors. It has not
improved employment possibilities radically, the chances of sustainable development in manufactur-
ing and agricultural sectors suffered also from greater openness compared to some of its southern
neighboring countries.

The second group of countries — Uzbekistan and Turkmenistan, giving clear preference to gradu-
al reforms, took a more cautious position concerning exchange rate policy.

A comparative analysis of the negative effects of the global and regional financial crises on the
Central Asian states strongly underlines the necessity of finding a particular mix of state and market
co-ordination, radical and gradual steps related to exchange rate policy in each individual state, im-
plementing anti-crisis measures, whenever they are required.

4. Economic growth and exchange rate liberalization in Uzbekistan.

A combination of protectionism with gradual foreign trade and exchange rate liberalizations,
which had been implemented in Uzbekistan, resulted in the least output decline during the first years
of systemic transformation, faster recovery and economic growth afterwards [see, 7 and 8]. Theoreti-
cally and empirically advantages of gradual transformation were stressed in mid 1990-s by A. Nekip-
elov and O. Bogomolov [9, 10]. More recently N. and U. Ziyadullaevs also stated that Uzbekistan
“from the beginning of 1990-s conducted policy of cautious and gradual approach to economic re-
forms” [11, 12].

Source: Statistical Committee of Uzbekistan

In the IMF working papers, “the output records of Uzbekistan” achieved within the first decade
were considered as “Uzbek growth puzzle” in terms of modest output decline and rather fast recovery
even compared with all, including CEE, countries in transition (Taube and Zettelmeyer 1998; J. Zet-
telmeyer 1998). It was also noted that they presented “a challenge to the standard transition para-
digm” (Fisher and Sahay 2000) [13, 14, 15].
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Diagram 1. GDP growth in Uzbekistan, 1991-2016 (in percentage to previous year).

Although several other books and papers have been published about the “Uzbek paradox”,
“Uzbek Path” compared with other NIS (Pomfret 2007; Gleason 2003) from slightly different posi-
tions [16, 17]. Meanwhile alternative explanation of “Uzbek puzzle” given by one of the authors of
this paper (Islamov 2001) has been recently backed up by a new data in V. Popov’s articles on
“economic miracle in Uzbekistan” (Popov 2013) [18]. The analysis of economic growth and human
development in Uzbekistan within the second decade of transformation made by another unbiased
economists permitted him again to confirm that “its achievements appeared to remain a frustrating
puzzle to many orthodox economists” (McKinley 2010) [19].

Now, two and half decades after of substantiation of “Uzbek model” (Karimov 1993), perhaps, it
is high time to look at “Uzbek puzzle” from this angle and recognize the achievements of Uzbekistan
are the result proper implementation of its own model [20].

Actually, a gradual approach to exchange rate and foreign trade liberalization is one of major, in
terms of market reforms, distinctions in Uzbekistan from the majority of other FSU states and coun-
tries in transition. However, the recent decade developments in all Central Asian states revealed their
rather big vulnerability to external shocks, especially reinforced by global and regional financial cri-
ses. Moreover, because of changes in investors’ attitudes towards emerging and transitional econo-
mies, it became more difficult and costly to attract FDI and loans.

Source: Central Bank of Uzbekistan

All this contributed to a rapid increase of the spread between the official and curb market ex-
change rates and a significant acceleration of inflation from the end of 1998 to mid-2000, as well as
after 2008 and 2014. By September 1, 2017 the spread between the official and curb market ex-
change rates in Uzbekistan was more than two times.

Special presidential decree entitled “Urgent measures on liberalization of the exchange rate poli-
cy” was issued on September 2, 2017. It was aimed to provide unification of exchange rates in Uz-
bekistan. The curb market is to be curbed, within a short period of time using every means (including
media, law enforcement) but foremost via liberalization of commercial exchange rates. It has been
achieved in one month and kept more or less up to now.
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Diagram 2. Dynamics of exchange rates sum to dollar, September- December 2017.

At present, Uzbekistan carries out a wide range of activities aimed at forming the institutional ba-
ses for integrating the national economy into the world economy. With the adoption of the "Strategy
of Action for the five priority areas for the development of the Republic of Uzbekistan for 2017-
2021" [21], market mechanisms for currency regulation, stimulating the growth of its export poten-
tial, aimed at improving the investment climate and business environment, were actively introduced
in the country.

Thus, in accordance with the Decree of the President of the Republic of Uzbekistan No.UP-5177
"On priority measures for the liberalization of the currency policy” dated 2.09.2017, the main direc-
tions of the liberalization of the foreign exchange market were determined, which will have a positive
impact on the state of the investment climate of the Republic in their implementation. Among them,
one should single out the free purchase and sale of foreign currency by both legal entities and indi-
viduals, who now have the right to use their own FCC at their own discretion. When establishing the
exchange rate, the state intends to apply only market mechanisms. The decree established that from
September 5, 2017, legal entities of the Republic of Uzbekistan can, without restriction, purchase
foreign currency in commercial banks for payment under current international transactions, and indi-
viduals-residents of the Republic of Uzbekistan can freely sell in exchange offices and purchase for-
eign currency in the conversion departments of commercial banks in accordance with the current pro-
cedure and use it abroad without any restrictions [22].

Liberalization of currency regulation required a drastic change in the current instruments for the
implementation of monetary policy implemented in the republic. The monetary policy pursued by the
Central Bank of the Republic of Uzbekistan (CBU) throughout the entire market transformation has
been aimed at ensuring sustainable growth of the national economy, stability of the national curren-
cy, reducing inflation, fully meeting the population's demand and production in cash. To achieve the-
se goals, it used the mechanisms to regulate the dynamics of net domestic assets and international
reserves, the liquidity of the banking system, and the amount of reserve money. If the CBU increased
the reserve requirement, this led to a reduction in the excess reserves of commercial banks, which
they could use to carry out loan operations. Accordingly, this contributed to the multiplication reduc-
tion of the money supply, because when the reserve requirement ratio changes, the value of the de-
posit multiplier changes. With the reduction of the norm of required reserves, the amount of money
supply increased dramatically. This tool of monetary policy was, according to experts, the most pow-
erful, but rather rude, because it affects the fundamentals of the entire banking system. Even a slight
change in the norm of mandatory reserves can cause significant changes in the volume of bank re-
serves and lead to a modification of the credit policy of commercial banks.

In accordance with the Decree of the President of the Republic of Uzbekistan No. PP-3272 of
September 13, 2017 "On measures for the further Improvement of monetary policy", a phased transi-
tion in the medium-term outlook to the inflation targeting regime used by central banks to ensure
price stability for the domestic market [23]. To this end, it is envisaged to develop and adopt, by
March 1, 2018, the Concept of the Development and Implementation of Monetary Policy and the
Roadmap for its Implementation for 2018-2021.

Experts of the IMF, during interviews of the heads of central banks (CB) of a number of states,
identified the necessary conditions for the transition of developing countries to freely convertible
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currency. They include the institutional independence of the Central Bank, the high level of qualifi-
cation of analysts and reliable statistical base, free pricing and minimal dependence on the exchange
rate, world prices for raw materials, a stable banking system and developed financial markets.

Until recently, V. Eichengreen, P. Masson, M. Savastano and S. Sharma (1999) stressed that the
use of this tool by countries with economies in transition is inappropriate, since it makes quite high
demands on the institutional and macroeconomic environment [24]. However, E. Truman (2003), N.
Batini and D. Laxton (2005) took the view that these conditions are not mandatory [25, 26]. On the
contrary, the experience of countries using inflation targeting shows that the improvement of the in-
stitutional environment in them occurred after the transition to a new regime of monetary policy.
This provision on the example of Russia is fully justified in a joint article by A. A. Akayev, N. S.
Ziyadullaev, A. 1. Sarygulov and Sokolov V. N. (2017) [27].

It should also be taken into account that the results achieved by the developed countries were gen-
erally higher than in developing countries and economies in transition, since the latter did not achieve
the benchmark for reducing inflation due to its high volatility. However, despite this, as stressed by
S. Roger, M. Stone (2005), unsatisfactory starting conditions can be improved in a relatively short
period of time. So, after the introduction of inflation targeting inflation volatility in countries de-
creased by 3 times in 3 years [28]. A key factor in the progress in the use of this regime, according to
M. Sherwin (2000), is political support from the state [29]. On the example of the Russian Federa-
tion, this provision is convincingly proved in another article of the above-mentioned Russian scholars
[30].

In carrying out the work on further reforming and improving the financial sector of the Republic
of Uzbekistan in order to better adapt it to the conditions of the world financial system, in our opin-
ion, we should take into account the positive and negative experiences of the Russian Federation,
developed in the process of preparing documents for the establishment of a new international finan-
cial center (IFC) in Moscow [31], as well as Russia's participation in the international banking reform
"Basel-3" [32].

Results. The experience of countries in transition during the first two and half decades confirmed
that exchange rate policy is not just a tool for integration into the world market and for the attraction
of foreign investment but an important part of the systemic transformation. It also permits us to
weight the pros and cons of both the “shock therapy” and gradualist approaches in all spheres. It re-
quires us to search for better strategies, combining the strengths of the state and market, growth and
distribution, more openness with a readiness to provide protection against external shocks whenever
it will be necessary [33, 34].

In the authors’ opinion, possible areas for further searching for better policies of development, the
transition and integration with the global economy, are also linked with deeper learning both from
the large positive and recent negative international experiences. The exchange rates reforms accord-
ing to international experiences requires several steps.

The first step is unification of exchange rates. More measures building confidence in the banking
and financial systems, and discouraging capital flight as much as possible are important. So, initial
measures need to be resolutely taken provided that internal and external conditions are not unfavora-
ble. “Money overhang” now is to be taken care of by further rigid macroeconomic stabilization, as
well as through realistic and transparent privatization proposals open to both domestic and foreign
investors.

The second step, after the curb market rate is replaced by a liberalized commercial one with easy
access to physical and legal persons. All importers and investors are to be served by commercial
banks at market exchange rates.

The third step, is to make currency freely convertible starting with current account transactions,
further impediments for exports and imports of goods are gradually to be eliminated and, so-called,
“external commodity convertibility” provided.

Finally, without haste though, liberalization of capital accounts. Protection of “infant industries”
and other government-sponsored projects is to be provided not by exchange rate mechanisms but by
other trade and financial instruments, i.e., transparent and explicit taxes and subsidies. Soft access to
hard currency funds needs to be tightened progressively from the first through all stages of the unifi-
cation of exchange rates to the achievement of current account convertibility and on.
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Conclusions. A favorable external environment (stability in international and regional financial
markets, positive dynamics of terms of trade, improved competitiveness in traditional and global
markets, attractiveness of the undertaken measures for domestic and foreign investors) is important
for the proper timing of such reforms. The official exchange rate under multiple exchange rates is not
relevant for determination of market prices of tradable (exportable and importable) goods, as well as
creates extra impediments to foreign investors.

Thus, the task is to find a particular mix of government and market instruments, efficient and
timely further gradual steps related to exchange rate policy in Uzbekistan and implement a compre-
hensive system that includes not only anti-crisis measures, but motivate consistent improvements of
its global competitiveness and become more attractive for investments.

The current liberalization of exchange rates in Uzbekistan envisaged by the Strategy of actions
will be successful if proper lessons are drawn from its own and world experiences.
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