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Some problems implementation of monetary policy

Under the conditions of transition to inflation targeting
Now the change of key parameters of a monetary policy in Russia is going on. The purposes, instruments, the transmission mechanism of a monetary policy and their Russian features are researched. Key problems and the difficulties of transition to inflation targeting in Russia are formulated. Now the Bank of Russia has an opportunity to influence monetary factors, thus the inflation is influenced mainly by the not monetary factors. Instruments of a monetary policy are directed on ultimate goals – inflation. Thus the task isn't to regulate the factors of growth of the money supply – money issue. Identification of the main channels of money issue and the analysis of the mechanism of money issue in modern conditions is necessary. The analysis of economic literature, including a regulatory framework, showed absence of legislatively consolidated concept of money issue and its mechanism. The conclusion that at the heart of the revealed problems insufficient studying of dynamics of development of forms of money is, their functions and basic monetary concepts is formulated. The need of development of a new theoretical basis of the most cash theory taking into account transformation of the mechanism of the money issue in modern conditions is proved.

В настоящее время осуществляется изменение ключевых параметров денежно-кредитной политики в России. Исследованы цели, инструменты, трансмиссионный механизм денежно-кредитной политики и их российские особенности. Сформулированы ключевые проблемы и трудности перехода к инфляционному таргетированию в России. В настоящее время Банк России имеет возможность воздействовать на монетарные факторы, при этом, на инфляцию преимущественно влияют немонетарные факторы. Инструменты денежно-кредитной политики направлены на конечную цель – инфляцию. При этом, не ставится задача регулировать факторы роста денежной массы – денежную эмиссию. Необходимо выявить основные каналы денежной эмиссии и провести анализ самого механизма денежной эмиссии в современных условиях. Анализ экономической литературы, включая нормативно-правовую базу, показал отсутствие законодательно закрепленного понятия денежной эмиссии и его механизма. Сформулирован вывод о том, что в основе выявленных проблем лежит недостаточное изучение динамики развития форм денег, их функций и базовых монетарных концепций. Обоснована необходимость разработки новой теоретической основы самой денежной теории с учетом трансформации механизма денежной эмиссии в современных условиях. 
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The monetary policy pursued by the Central bank of the country, is the most important part of economic policy of the state. This policy also call monetary since more it "is reduced to management of monetary weight and interest rates" [1; 21]. The economic dictionary treats a monetary policy as "a course conducted by the state and carried-out measures in the field of monetary circulation and the credit, aimed at providing steady, effective functioning of economy, maintenance in proper condition monetary system" [2; 320]

In the Russian Federation monetary policy forms and realizes the Bank of Russia. The priority purposes on planning period are reflected in "The main directions of a uniform state monetary policy …" [3]. Since 2013. The bank of Russia as the key purposes determined the stability of prices and decrease in a rate of inflation to 4-5% a year. Thus, now in Russia the transition to inflationary targeting is carried out. Certainly, it is rather difficult process demanding the complex consideration first of all possible difficulties and the problems of realization.
In the domestic practice when the developing mechanisms of regulation of monetary circulation the main attention is paid to the monetary units characterizing the monetary weight, the money multiplier. In this regard, by the key Bank of Russia instrunents determines a refinancing rate, norm of obligatory reservation and operation in the open market. At the same time, in 2002 S.R. Moiseev proved the need of transition from the monetary targeting to inflationary [4]. Thus control of dynamics of indicators of the monetary weight loses the relevance and the importance, and data on the change of monetary units are used only as additional information. S. R. Moiseev conducted in-depth research of foreign experiment on this question. It showed that the majority developed and developing countries already passed to inflationary targeting. However, in "The main directions …" as target reference points the indicators characterizing structure and dynamics of monetary weight are defined.
The purpose of a monetary policy can classify by various signs. On object of influence allocate economic (stability of the prices, GDP growth, balance of the balance of payments, stability of an exchange rate, optimization of credit activity of banks, and others) and social (increase of a standard of living of the population, a high employment rate, increase of availability of banking and financial services) the purposes.
On a structural subordination it is possible to allocate: final (high employment rate, GDP growth, stability of the prices, stability of a rate of percent, stability of an exchange rate), intermediate (monetary units, percent rate, exchange rate) and operational (monetary weight, reserves, percent rate).
Transition to inflationary targeting assumes that as an ultimate goal of a monetary policy stability of the prices is defined, other purposes become intermediate and operational.
The central bank has impact on economy by means of use of the mechanism which has received the name "monetary policy transmission". For the first time I investigated transmission and J. M. Keynes introduced into scientific circulation this concept still. In the present in foreign practice works of such scientists as B. Bernanke, F. Mishkin, K. Sims, J. Taylor are devoted to research of the matters. It is possible to distinguish A. Vdovichenko, V. Voronina, E. Gaidar's works from domestic scientists, O. Govtvanya, E. Gurvich, S. Moiseyev, P. Trunin, A. Ulyukaev, etc. Undoubtedly, the essential contribution to development of researches of mechanisms of a monetary policy and inflationary targeting was brought by S. Moiseev.
Impulses of a monetary policy influence economy according to the several schemes which are called as the channels. Concerning the structure of channels of the mechanism of monetary and credit transmission there is some approaching. The classical approach described by S. Moiseev, includes: channel of an interest rate (channel of replacement and channel of the income and stream of cash); welfare channel; wide channel of crediting (balance); narrow channel of crediting (channel of expenses of attraction of the capital); channel of an exchange rate; monetaristic channel.
S. M. Drobyshevskiy shows existence of three channels of transmission in the thesis [5]: channel of unforeseen growth of price level; channel of bank crediting; channel of richness of households.
V. V. Mitrokhin and A.A. Lukshina believe that now four channels are used [6]: channel of an interest rate; crediting channel; welfare channel; channel of an exchange rate.
The objectives of a monetary policy are achieved by means of application by Bank of Russia of tools of a monetary policy.
The main tools according to Federal Law "About the Central Bank of the Russian Federation (Bank of Russia)" are: 

- interest rates for operations of the Bank of Russia;

- standards of obligatory reserves;

- operations in the open market;

- refinancing of the credit organizations;

- currency interventions;

- establishment of reference points of growth of monetary weight;

- direct quantitative restrictions;

- issue of bonds on its own behalf [7].
The bank of Russia can change the discount rate at which the commercial banks on the security of financial assets raise the funds from the Central Bank. At its decrease money becomes "cheaper". The percentage policy of the central bank and influences cost rather often used  overnight when there is an automatic crediting of a corresponding account of bank for carrying out payments of the present day to the subsequent clearing next day. Profitability of the deposits placed by commercial banks in the Central Bank depends on change of this rate also. It should be noted that in the Russian practice this tool influences more liquidity of the banking sector and is used for tactical regulation, instead of strategic.
Standards of the obligatory reserves initially intended for regulation of credit activity of the Russian commercial banks. In the classical issue mechanism operation of this tool is transparent: the bank attracts deposits, the part of reserves according to standards lists in Bank of Russia (or partially leaves on a corresponding account – averaging procedure), and the rest gives out in type of loan or carries out other profitable investments. It is necessary to specify that unlike foreign practice where obligatory reserves aren't transferred into special accounts and are intended for implementation of obligations, the Russian banks have no access to these sums until liquidation of bank. Thus, in foreign practice this tool was initially positioned as the instrument of management by liquidity of a banking system and the separate credit organizations. In domestic practice actually change of the standard of obligatory reserves as influences more liquidity of the banking sector, than their credit activity. This situation is caused by change of the mechanism of monetary issue. Now, understanding decrease in a role of this tool, the Bank of Russia returned to the uniform standard for all types of the attracted deposits and resorts to change of standards rather seldom.
Operations of the Central Bank in the open market are used for regulation of volume of monetary weight most actively in foreign practice. The bank of Russia also emits, buys, sells and repays securities. However, as a whole the securities market, both corporate, and state, in our country isn't rather developed. Russia treats rather "bank" type of economy, than "market". The trust, the traditions, the developed infrastructure of the financial market are only formed. Probably, the creation of the mega-regulator of the financial market will promote the accelerated development of securities market that, in turn, will lead to more effective use of this tool of a monetary policy.
Refinancing of the credit organizations assumes formation of long-term resources at commercial banks at the expense of the centralized resources. These funds can be allocated for expansion of crediting of economy. Unfortunately, this Bank of Russia tool uses only concerning limited number of commercial banks. First of all, it is, so-called "pro-state" banks. The most part of the Russian banks, especially regional, can't use this instrument of refinancing. Today many domestic scientists in wide use of system of refinancing see possibilities of influence of a monetary policy on economic growth. In Bank of Russia, besides means on accounts of commercial banks, including accounts of obligatory reserves, also budgetary funds in due time output from a banking system in Treasury are placed. Until recently the Bank of Russia used this money only during the crisis periods, carrying out expanded refinancing and placing means on deposits of separate commercial banks. Now, in the main directions of a monetary policy the regulator provided wider use of this tool of a monetary policy.
Currency interventions of Bank of Russia are one of the most used tools. It is caused, first of all, by structure of our economy. The arriving currency revenue of exporters, especially oil and gas sector of economy, is converted in rubles. If the Bank of Russia does actively not participate in the currency auction, it will lead to serious rate fluctuations of national currency. Maintenance of stability of ruble is one of the priority purposes of activity of the central bank. Planned transition to inflationary targeting assumes smaller intervention of the regulator in an exchange rate formation mechanism, than is carried out now. A number of economists believe that the difficulties of transition from the monetary to inflationary targetings are in many respects connected with a high volatility of a ruble exchange rate in the conditions of limited intervention of the central bank. Recently in economic literature the question of possible devaluation of ruble for the purpose of stimulation of growth of economy is actively discussed. At the same time, many scientists believe that as in 1998 devaluation won't give economic effect.
Establishment of reference points of growth of monetary weight is used at policy of monetary targeting as ultimate goals. Upon the transition to inflationary targeting the importance of these indicators decreases, and they move to a level of the operational purposes. In foreign practice a number of the countries completely refused control of units of monetary weight, others use these data as additional information base when developing a monetary policy. In Russia traditionally much attention is paid to dynamics of the М2 unit. In recent years the question of expediency of use of monetary units, methodologies of their calculation is actively discussed. In our opinion, in the conditions of change of the mechanism of monetary issue, these indicators can be used as estimated indicators in the analysis of historical data. For management, forecasting of monetary weight, it is required to use other indicators, for example credit units.
Direct quantitative restrictions with the Central Bank are used in the course of establishment of obligatory economic standards. These restrictions are connected with sufficiency of the capital, liquidity and risks. Besides, on the basis of monitoring of activity of the separate credit organizations, the Bank of Russia can both for separate banks and for a banking system to establish requirements for balance proportions, to profitability of separate operations, etc. So, now the Bank of Russia anxious with growth of consumer crediting and growth of deposits of the population, rather often limits activity of commercial banks in a retail segment of activity.
The bank of Russia emits own bonds for the purpose of impact on monetary weight. Growth of issue leads to reduction of monetary weight, and and repayment, on the contrary, to growth. This tool acts as well as operations on the open market and has the same restrictions caused by backwardness of the financial market as a whole. 

Thus, to foreign practice operations in the open market and change of interest rates are rather effectively used. For the Russian practice serious influence of currency interventions of Bank of Russia is characteristic. Practically interest rates and refinancing system don't work.
We share the point of view of modern economists what exactly the rate of inflation has to be an ultimate goal of economic policy of the state. It is especially actual for Russia since in comparison with the developed countries inflation in our country remains on high level that reduces competitiveness of domestic economy and constrains rates of its growth. Inflation is the integrated indicator characterizing state of the economy.
However, in our opinion, there are some key problems causing difficulties of achievement of an ultimate goal of a monetary policy of Russia now.
First, it is necessary to estimate as far as in general the Bank of Russia has opportunity really to regulate inflation. To operate inflation, it is necessary to influence the factors having essential impact on a rise in prices. The majority of economists, and we share this opinion, consider that the inflationary processes in our country are influenced by the mainly not monetary factors. The structure of economy, external factors, including inflation import, high extent of monopolization of economy, especially regarding energy carriers, etc. is defining. The bank of Russia by means of carrying out a monetary policy directly has no opportunity significantly to influence the listed factors. It can result in difficulties of the monetary authorities regarding achievement of the established parameters of inflation upon transition to inflationary targeting.
Secondly, we consider that in both cases, both at monetary and at inflationary targeting, influence of tools of a monetary policy is directed on a consequence, but not on the reason of growth of monetary weight as major monetary factor of inflation. Transition to inflationary targeting in fact "removes" an ultimate goal of a monetary policy from Bank of Russia. We will present it schematically (fig. 1).
We consider that the influence of instruments of a monetary policy has to be directed on a "reason", i.e. the factors of growth of monetary weight in the country. It causes the need of identification of the main channels of monetary issue and the analysis of the mechanism of monetary issue for modern conditions. Unfortunately, this aspect of monetary and credit regulation remains to the least developed.
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Fig. 1. Change of influence of the instruments of monetary policy
Thirdly, the analysis of economic literature, including standard and legal base, classical basic textbooks and theses, allowed formulate a conclusion about absence of legislatively consolidated concept of monetary issue and its mechanism.
In basic legislation refers only to cash issue: “money printing is carried out exclusively by the Central Bank of the Russian Federation” (Article 75 of the Constitution) [8]; Central Bank “the sole issuer of cash and cash circulation organizes” (Article 4 of the Federal Law “On the Central Bank of the Russian Federation (Bank of Russia) [7]”). It should be noted that the share of cash in the money supply (M2) is ¼ part (on 01.01.13 - 23%) [9]. At the same time, the issues of non-cash issue in the legislation are not considered.
The current banking practice testifies to the existence of non-cash issue. Classical understanding of the mechanism of non-cash issue is enshrined in all the textbooks.
There are several channels of non-cash issue. Distinguish among them currency, fiscal and credit (bank).
The currency issue has a significant impact on the volume of cashless money supply in the country. In general, the level of valyutization remains high. On 01.01.2013 17.5% of deposits and 36.7% of the organizations involved in the foreign currency. These funds may at any time be converted into rubles, which will increase the money supply and increase the pressure of monetary factors on inflation.
With regard to the budgetary channel the Bank of Russia expresses particular concern, as advanced a surplus budget. However, 01.01.2011 purchased from the Russian Government debt amounted to 347 billion rubles, on 01.01.2013 - 370 billion rubles. [9]. Like Exchange channel budget issue is one of the negative factors influencing inflation.
Functioning of credit (bank) channel requires closer scrutiny. Most often in the economic literature is considered non-cash issue of the commercial banking system in the process of lending to the economy, as well as through the loan (deposit, money, banking) multiplier.
The study outlined above problems, we came to the conclusion that they are based on a lack of understanding of the dynamics of development of forms of money, their functions and basic monetary concepts on which the monetary policy of the state.
Keynes developed a monetary theory based on the fact that the economy is operating full money. In an economy dominated by cash, the amount of which was regulated by the monetary authorities easily enough. That is why the control of emission of money in the economy at that time does not seem relevant.
Monetarists justify his theory of money with a functioning primarily credit money. Volumes of non-cash became significantly exceed the amount of cash. Monetary growth is not fully controlled by the monetary authorities, so monetarists attention was focused on the influence of money on the economy and, as a consequence, the control methods in the money supply. At this time it is the monetary policy of the state is a priority component of financial policy.
Currently we are witnessing a new stage in the development of money, their forms and functions. First of all, it is the advanced development of electronic forms of money. The introduction of electronic money has led to an increase in the speed of circulation, and to an even greater increase in the share of non-cash compared to cash. Under these conditions, the development of the monetary policy of the state should be based on a new, modern monetary theory.
Analysis of modern approaches to the study of monetary policy issues showed no single view of the problem. The often proposed new theoretical and methodological foundations of monetary theory are the combination of two historical: keynsinianstva and monetarism. At the same time, changes in the forms of money issues, which are the outward manifestation of their essence, change their emission mechanism channels and opportunities of the monetary authorities in the framework of existing models of monetary practically remain outside the research.
Thus, in our opinion, to achieve the objectives of monetary policy in Russia during the transition to inflation targeting, it is necessary first of all to develop the new theoretical foundations of the monetary theory based on the transformation mechanism of monetary emission under the modern conditions.
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