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In this article we will be discussing the topic of high inflation rates affecting businesses on a global platform. Inflation shows the change in the worth of materials, goods or services and is measured across a selected period which is often a year (Internation Monetary Fund, 2025). This is not a new worry for business owners as it can be seen as a challenge as far back as 1799 with the creation of income tax. Created by the government under William Pitt the Younger with the aim to curb the inflation that was caused by the Revolutionary wars and the Napoleonic wars at the time. Although at first found to be intrusive into the lives of merchants and manufacturers the tax became accepted as a way forward in the war against Napoleon (UK Parliament, 2025). Just like the inflation rates affecting the British during this time many businesses and Governments moved to implement strategies to mitigate high inflation. 

Picture: The Charge of the Scots Greys at Waterloo. (Lady Butler, 1881)[image: The Charge of the Scots Greys at Waterloo. By Lady Butler, 1881]












We can see similar economic imbalances being created by current wars, such as the Russian, Ukraine conflict which has created huge upheaval due to the imports and exports of these two nations. When Russia launched a full-scale invasion of Ukraine in 2022 and Ukraine sought to defend its sovereignty it had profound implications on all imports and exports globally. With the disruption of key agricultural exports such as sunflower oil and wheat, it has led to price increases as well as food shortages on places heavily dependent on these imports (International Institute for Strategic Studies, 2024; NATO, 2024). The reason these supply chain disruptions cause so much trouble in terms of inflation is that since 2010 it has been shown that it shocks the markets into global financial crisis. This was particularly shown in 2022 due to the pandemic and caused major inflation in many key countries that contribute to the global economy (Diaz, Cunado and Perez de Gracia, 2024). The world has faced massive disruption to fuel and food shortages caused by the war, exceeding post-pandemic inflation that had already reached highs throughout the globe (Rogoff, 2025). 

Inflation affects multiple factors on a national and international scale. There can be changes in economic growth, interest rates, exchange rates, unemployment and often affects each individual person’s financial wealth (Chen, 2022). Focusing on the impact that inflation can have on business, Belanova (2023) suggests that it can affect the whole day to day running and function of the business. This can be due to the margins being changed due to the change in cost of outgoings of the business. For example, energy prices have risen due to inflation which pushes up businesses overheads and can curtail business growth and decreases overall profits (Blanchard & Bernanke, 2024). The United States and Germany businesses were hit hardest in this area in 2022 (Diaz, Cunado and Perez de Gracia, 2024). Governments can use policy to correct this issue for example investing in different energy sources which can diversify the options for businesses on how they get energy, giving them options to avoid high energy prices caused by inflation (Priyantna, Suryadi and Ersanti, 2025). This can over time erode some businesses cash reserves and eventually lead to businesses going out of business. When there are high inflation rates it is often a practice for business owners to watch for changes in consumer behaviour. As shown in the introduction it is not a new economical state and so has its social impact on how consumers spend their money. It is often seen that consumers spend less and choose to save more as inflation for consumers often means personal financial uncertainty (Gafurdjan, 2024). Inflation has controlled how consumer’s spending habits change when perceiving inflation in the economy. When prices rise people have less to spend, affecting the economic growth of a country. People must decide more wisely upon what they buy, changing habits in tourism. This trend has been deeply ingrained as early as the 1920s (Braggion, et al., 2024). To combat raising operating costs caused by inflation many managers of businesses form strategies to mitigate the effects and by doing so still meet business goals. Although much has been done to fight the war of inflation it continues to be a talking point in war, politics, the news and in everyday business. 

When high inflation rates hit, an area that is often overlooked when looking at impacts upon businesses is how their assets can change value due to the shift in change in what commodities are worth, something that was worth ‘x’ amount the year before can be completely change due to inflation (Illes, 2010). Blanchard & Bernanke (2024) show that to tackle inflation that has been crippling in the past has been tackled by stopping wages from being too greatly affected. However, this does have the effect that causes higher unemployment rates because businesses cannot afford wages of all employees so have to decrease the number of employees to keep wages increasing in line with the increase of inflation. 

Although the narrative of inflation is seen to carry negative connotations there are those who claim inflation benefits businesses at the expense of others, stimulating spending and investment (Ross, 2024). Demand for labour is low during times of low unemployment meaning a stability in wage inflation but when demand for labour is high employers often increase wages, creating a rising wage inflation rate (Picardo, 2025). Often policy makers will try to curb the inflation rate. For example, in 2022 in America due to the impact of the covid-19 pandemic business across the world where affected. However, in many countries governments tried to tackle the raising inflation as it was affecting most people. In America the Biden administration tried to tackle this issue (Bakst, et al., 2022). Unfortunately, this exacerbated the situation causing businesses to have further negative knock-on effects. There is, however, research that shows that government policy can help to mitigate the effects of inflation but also to bring the actual rate itself down. This is done with a combination of equal parts fiscal and monetary policies (Priyantna, Suryadi and Ersanti, 2025). Theses policies can be used to keep interest rates down to help support business who may become short of cash reserves due to the impacts of inflation. Adding to this a bottle neck was created due to the supply chain being disrupted causing inflation to hit many sectors particularly manufacturing (Santacreu & LaBelle, 2022). Due to the pace of modern-day business this supply chain issue must be managed. Solutions that have been reached are for individual businesses to re-train their employees to work with the situations that they are faced with. Essentially there has been a big shift in human resource management to battle the inflation rates (Ulas, 2022). Another strategy that has been used to help combat the effects of inflation is to invest into distribution and production as this then feeds into other markets creating more stability, releasing many businesses of the pressure caused by supply chain disruption (Priyantna, Suryadi and Ersanti, 2025).

[image: Line chart showing wage growth and price growth in the three months to August 2023. Wages have grown by 7.8%, a higher rate than the pace of inflation (7.1%).]
Picture: Wages overtake inflation for first time in nearly two years (Jordan and David, 2023)










To conclude this article businesses, face a challenge when being under high inflation rates. When faced with shortages, war, unemployment rates and more, inflation seeks to disrupt our daily lives, globally. A statement debated more in the news every day, affecting the way we vote and the way we live our lives. Inflation rates whether tangible or not affect the way we spend our money and the influxes on the economy (Gafurdjan, 2024).  Although businesses may see a profit employing less labour for a smaller cost during higher inflation rates, it ultimately affects the consumer spending habits resulting in lower economic growth. (Picardo, 2025). It is interesting to note that raising tax rates have an overall positive effect on businesses. This greatly differs to the relationship between businesses and inflation rates that have been shown to have negative effects on business growth (Graciana, Vong and Legimia, 2024). We can see how high inflation rates have affected businesses but only for a short period of time. Jordan and David (2023) explains that after the Covid-19 pandemic, wages eventually overtook inflation in 2023 for the first time in two years. Although tourism was affected people eventually began to spend again bringing inflation rate down. There is no disagreeing that inflation shapes our world but nonetheless, change is always constant. With the right mitigations, inflation can lower and rise through supply and demand.
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Wage growth overtakes inflation
Annual wage and price growth, three months to August 2023
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