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THE NEED FOR MONETARY POLICY COORDINATION OF THE
MEMBERSTATES OF THE EURASIAN ECONOMIC UNION

Abstract. Theoretical and practical aspects of monetary policy and monetary regulation for both developed and
developing countries have been and remain particularly relevant, causing a lot of controversy. Moving the focus
toward practice or using monetary policy concepts without linking to the characteristics of the transition economy
can have negative consequences. The question of the goals and objectives of monetary policy, as we have already
noted, is one of the initial ones that determine the disagreements and discussions in this area.In this regard, we
should agree that «one of the most important problems, without which it is impossible to form an effective financial
and credit policy is the configuration of the objective function. This means the paramount importance of selecting
goals, indicating priorities and their sequence».

In general, it should be noted that despite the general similarity of monetary policies, each of them has
significant differences that reduce the effectiveness of coordination of central banks.

When managing the process of forming a single monetary policy within EAEU, it is necessary to build a model
that will strengthen the development of the national credit markets of the countries of the Union, stimulating their
interaction provided that the negative consequences of systemic risks are minimized.
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Introduction. The creation of unified Eurasian economic union is an important step in ensuring, first
of all, the macroeconomic stability of the participating countries through deepening the integration of their
economies.

Naturally, the opportunities and mechanisms of such coordination are largely determined by the
regime of the exchange rate and, in general, monetary policy of the EAEU member states.

Theoretical and practical aspects of monetary policy and monetary regulation for both developed and
developing countries have been and remain particularly relevant, causing a lot of controversy. The well-
known Russian economists in this field note that «this phenomenon was not temporary or accidental, but
was conditioned, firstly, by the specific methodology of the concepts of monetary regulation, secondly, by
the logic of their historical evolution, thirdly, by the objective patterns of the current stage economic
development» [1].

In our opinion, Professor Lavrushin O.I. characterized the situation very accurately: «In the world,
monetary policy is not estimated as a science, but as an art. Economic science, as practice often says, does
not provide precise tools for decision-making, so it's best to focus on your own experience and
intuition. Academics like to criticize the heads of central banks for the lack of any complete doctrine of
monetary policy based on proven hypotheses. But regardless of changes in the monetary theory, the
management of the central bank is still an art» [2].

In our view, mutual accusations from theorists and practitioners are justified. However, shifting
emphasis to practice or using monetary policy concepts without linking to the characteristics of a
transition economy can have negative consequences. Therefore, close interaction of science and practice
is needed to develop an effective monetary and credit policies.

Methods. Insufficient claboration of the theoretical foundations of the monetary policy of the
National Bank of Kazakhstan has also become an obstacle to ensuring its appropriate effectiveness.To
date, along with the conceptual approaches to monetary policy and their methodological foundations,
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many issues of an applied nature arise, especially for countries within the framework of a common
economic union, in particular the EAEU.

In general, each of the regulatory schemes used in the Keynesian and monetarist approaches has its
adherents. At the same time, practice shows that monetary policy relies on different theories, not only on
Keynesianism, monetarism, but also on neoclassical synthesis, institutionalism and others They are
implemented in the respective stabilization programs of different countries. The specific choice depends
on the system of scientific and methodological preferences chosen by the respective governments and
their consultants. This is often given a certain political connotation, distorting in many respects the
essential features of each of the theoretical schools. Consequently, the strategic problem of modemn
economic theory is to determine the optimal correlation between «state» and «market» in these historical
circumstances.All the economic concepts that replaced one another during the XX century were
distinguished by a change in priorities between the «state» and the «market» principles of the economy. In
countries with developed market economies, the theory of state regulation of the economy continues to
improve and is widely used in economic practice. Thus, today in the theory of monetary regulation there is
no model of state participation, acceptable in the current economic conditions, in regulating economic
processes. Neither Keynesianism nor monetarism, as shown above, can be recognized as effective models
of state regulation.

In our opinion, in addition to forming the theoretical foundations of monetary policy, it is necessary
to build a qualitatively new model of monetary regulation that takes into account the nature of the modern
economy, which incorporates the elements of Keynesianism, monetarism and the theory of rational
expectations [3]. Accordingly, this will allow us to use the conceptual approaches of Keynesianism,
strengthening the role of state regulation in the conditions of unstable economic development, to conduct
a restriction course in the period of revival and recovery, based on the positions of monetarism and in any
situation take into account the behavior of market subjects to prevent inflationary expectations.In our
opinion, only in this case, we will be able to ensure sustainable development of the economy with
moderate inflation rates.

Results.Many experts agree that the structural theoretical foundations of monetary policy, as we
know it today, were laid by the first Nobel laureate in economics, Jan Tinbergen. It is believed that Jan
Tinbergen first introduced the concept of «monetary policy target». By it, he meant a fixed quantitative
indicator, which monetary policy should strive to achieve by selecting the values of policy instruments or
instrumental variables [4]. The great contribution of Jan Tinbergen to the construction of models of
monetary policy is invaluable. He demonstrated the need for the number of policy instruments to be equal
to the number of goals. As a result, Tinbergen's rule appeared in economic theory. The approach to
monetary policy, proposed by Jan Tinbergen, was expanded and significantly supplemented by Henry
Taylor in the late 1950s - early 1960s.

The question of the goals and objectives of monetary policy, as we have already noted, is one of the
initial ones that determine the disagreements and discussions in this area.In this regard, we should agree
that «one of the most important problems, without which it is impossible to form an effective financial
and credit policy is the configuration of the objective function. This means the paramount importance of
selecting goals, indicating priorities and their sequence»|5].

Summarizing the views on the objectives of monetary policy, we came to the conclusion that the
objectives for each time period are correspondingly different, although the ultimate goals of monetary
policy should be immutable. At present, the set of numerous judgments and views proceeds from the fact
that the ultimate goals of monetary policy should be defined as follows: economic growth; full
employment; price stability; balanced balance of payments.

Thus, the above facts indicate that the choice of goals is a very difficult problem, since it must be
carried out taking into account the internal and external economic situation in the country, priorities for
final purposes, and also depending on the degree of change in demand for money and the velocity of their
circulation, the reaction of economic variables to the dynamics of the interest rate. At the same time, as
practice shows, some of the intermediate goals are closer to the final ones, but less subject to the influence
of the central bank, while others are under its control, but far from general economic targets. So, the
central bank is able to manage the monetary base, but it can not control the money multiplier and the
velocity of money circulation,that is the demand for money.
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The main goal of the monetary policy of the EAEU states is to achieve macroeconomic stability and
sustained low inflation. As is known, during 2016 almost all EAEU states adhered to moderately strict

monetary and credit policies. This is due to the desire for a long-term reduction in medium-term inflation
expectations.
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Figure 1- Dynamics of inflation in the EAEU countries, y/y in%

Due to the different approach of monetary policy to new external conditions and the different
sensitivity of domestic prices to the influence of external inflation factors during 2015-2016, the inflation
rates in the EAEU states differed widely with respect to each other. This indicates the continuing

differences in the structures of the economics of the EAEU states and a strong exposure to external
shocks.

Table 1 - Instruments used in the national monetary policy of the EAEU member states

Name Armenia Belarus Kazakhstan Kyrgyzstan Russia
Refinancing rate (key rate)
+ + + + +
Required reserve
requirements + + + + +
Open market operations
n/d + + + +
Establishing guidelines for
the growth of money supply n/d + - - +
Direct quantitative
restrictions on bank n/d - & - +
operations
Issuance of bonds on its own
behalf and provision of loans n/d - + + i
Currency Interventions
+ + + + +
Note: Source[6]

The Central Bank's policies, according to EEC estimates [7], were characterized by the maintenance
of positive real interest rates. At the same time, as inflation declined and confidence in national currencies
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was strengthened, the Central Bank of the majority of the EAEU countries gradually lowered interest
rates. The adjustment of the monetary regulation of the EAEU states in 2016 was aimed at increasing the
efficiency of the percentage channel.

Table 2 - Rates of national (central) banks (in percent, at the end of the year)

2012 2013 2014 2015 2016
Armenia 8.00 775 8.50 8.75 6.25
Belarus 30.00 23.50 20.00 25.00 18.0
Kazakhstan 5.50 5.50 5.50 5.50(16.00)V 5.50 (12.00)V
Kyrgyzstan® 2.64 4.17 10.50 10.00 5.00
Russia 8.25(5.50)® 8.25(5.50)® 8.25(17,00)® 8.25(11.00)® 10.009

1) the base rate is indicated in parentheses.

2) discount rate.

3) the key rate is indicated in parentheses.

4) The value of the refinancing rate of the Bank of Russia from 01.01.2016 is equal to the value of the key rate of the
Bank of Russia on the relevant date.

Note: Compiled from data of central banks of the EAEU countries

At the same time, different situations with bank liquidity has developed in the EAEU countries. In
Russia, the liquidity deficit, which is highly likely, could go into a surplus in 2017, given the low growth
in lending and the improved availability of liquidity provided by the Central Bank. In other EAEU
countries, on the contrary, there was a liquidity surplus, where the Central Bank seized liquidity from the
market through operations for its absorption.

Against the background of a gradual decrease in regulators' discount rates, rates on the credit and
deposit markets of the EAEU countries also decreased. Deposits in foreign currency tended to decline due
to the preservation of positive interest rates on deposits in national currency, as well as a reduction in
demand for loans in foreign currency and the formation of excess liquidity in foreign currency. The share
of deposits in national currencies increased. At the same time, in conditions of low real incomes growth
rates, high credit risks, prudential measures taken by the Central Bank to limit credit risks taken by banks,
the growth rates of loans in the EAEU states were low.

Central Banks of the EAEU countries used non-traditional mechanisms to support economic activity.
In order to maintain economic growth and expand lending to the real sector, the National Banks of
Kazakhstan and Kyrgyzstan provided loans to commercial banks with preferential interest rates. In 2016,
the Central Banks continued to adhere to the declared regime of a floating exchange rate and the refusal of
the participation of the central bank in interventions. The Central Bank of Russia formally did not conduct
currency interventions, but carried out currency RE transactions to regulate the demand for foreign
currency. At the same time, the Central Bank of other states of the EAEU allowed entering the market
with interventions. In the case of Kazakhstan, they were episodic. Interventions in Armenia and
Kyrgyzstan were used by central banks to smooth out sharp fluctuations in the exchange rates of national
currencies.

Thus, as can be seen, along with the existence of prerequisites for strengthening the integration of the
EAEU countries, significant differences remain, includingthe financial and banking sphere, restraining the
possibility of convergence of approaches to the harmonization of the key parameters of the monetary
policy.

According to the research, the problems of high dollarization, inflationary and devaluation
expectations, poorly developed financial sector, the existence of a shadow economy, dependence on
remittances of labor migrants and shocks in foreign markets impede the implementation of an effective
monetary policy in the EAEU countries. Accordingly, without the elimination of these barriers, the
possibilities for harmonizing the monetary policy of the EAEU member states remain limited.

As the National Bank of Kazakhstan notes, the countries took decisive steps to strengthen the
foundations of the macroeconomic policy. In the area of monetary policy, most of the member states of
the EAEU have passed or announced the transition to an inflation targeting regime in conducting
monetary policy.During 2015-2017, the elements of the new regime were implemented. In connection
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with the transition to a new policy regime, central banks announced quantitative inflation targets and the
intentions of monetary authorities to achieve these targets [8].

This conclusion is very favorable for using close target inflation targets within the framework of the
EAEU in order to coordinate the monetary policy of the member countries.

Discussion. As a consequence, the following measures can be proposed:

-reduction of inflation in the EAEU member countriecs to the established target level and its
subsequent maintenance within the established target;

-decrease in the level of dollarization;

-Improving coordination of fiscal and monetary policy in the EAEU member states;

-creation and use of special funds with the purpose of rendering support to the partner state of EAEU
experiencing financial problems;

- cooperation for development - the creation (or expansion of use) of international financial
organizations in order to promote economic well-being in less developed member states, promote regional
integration and expand trade between participating countries.

Without progress in these areas, the possibilities for coordinating monetary policy remain limited.

One of the important issues in the discussion of the strategy for the formation of a unified monetary
policy by the member states of the EAEUis also the search for the most optimal tools for further use and
their indicators. So, it is necessary to determine the indicator that will be used under the concept of
refinancing rates (key rate) - for the participating countries it has different meanings.

The size of the required reserves also need to be determined, but it must be borne in mind that the
requirements to them have a direct impact on the stability of national banking systems.

Another important factor of influence on credit markets is direct quantitative restrictions on bank
operations, as the level of development of banking systems in countries varies significantly and can give a
competitive advantage to the banks of one of the member states of the EAEU. This issue will also be
relevant in the process of discussing the strategy.

Within the framework of ensuring the formation of a single monetary policy to the member states of
the Eurasian Economic Union and the Eurasian Economic Commission as the body responsible for
regulating this integration association, it is necessary:

-to achieve the fulfillment of the basic macroeconomic indicators established by the agreement on the
Eurasian Economic Union in order to ensure a certain level of integration processes within the framework
of the integration association;

-to create special working groups consisting of representatives responsible for the monetary policy of
national regulatory authorities;

-to conduct an in-depth study of the national monetary policy and identify key issues on its
harmonization;

-to develop a system of indicative indicators that will allow to react in a timely manner to changes in
the monetary and economic sphere with the aim of observing monetary policy;

-to harmonize national regulatory legal documents in the sphere of monetary policy;

-after the formation of a single financial market by 2025, all functions and powers should be
transferred to a specially created supranational regulator in order to fully coordinate all issues in this area.

In general, it should be noted that despite the general similarity of monetary policies, each of them
has significant differences that reduce the effectiveness of coordination of central banks.

When managing the process of forming a single monetary policy within the framework of the EAEU,
it is necessary to build a model that will strengthen the development of the national credit markets of the
countries of the Union, stimulating their interaction provided that the negative consequences of systemic

risks are minimized.
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JLH. T'ymruteB atsiamarst Eypasus YATTHIK YHUBEpCUTETI, AcTaHa K., Kazakctan

EASKEJIEPTHIEMOHE TAPJIBIKCASICATTBIYAJIEC TIPY ITHKAKE TTLIIT T

AnHoTarust. MOHETapIbIK cascat KoHe aKla-HeCHeiK PETTeY iH TEOPHUSIIBIK JKOHE IPAKTUKATBIK aCIICKTLIEpl JaMbIFaH
eNiep YIIIH Jie, COHBIMEH Gipre JaMbIlT KeJle KaTKaHaphl YIIIH e epeKIle 63eKTi GOJIBIT CaHalabl JKoHE COMKECIHITIe KeTTereH
MmiKipTajnacTap TybIHAATaibl 1lpakTuka *KarblHa aKIIEHTTI ayjapy HeMece oTIIeNi SKOHOMUKAHBIH epeKITeTikTepiMeH YitecTip-
Meit aKIma-HeCHENiK cascaTThIH TYKbIPhIMIaMaTlapbiH KOJJIAHY JKaFbIMCHI3 callapra ajlblll Keyl MyMKiH. Bi3iH OaiiKaybIMbI3IIa
akKIIa-HeCHENIK cascaTThIH MaKCaTTAPhl *KOHE MIHJECTTEpl Typalbl Cypak, OCHl ayMakTa KaMIBUIBIK KOHE TKipTaTacThl aHBIK-
TaTeH Herisriutepaiy Gipi Gonpmn Tabpraasl. OchIMeH GalfTaHBICTHI KelTeCiMeH Kellicy KaKeT, SIFHHA «MaHBI3Bl MaceTeIep IiH
6ipi MakcaTThl QYHKIMSHB KOHQUTYparusuiay GOMBII CaHaTabl, OHBI ITENIIeHiHITIe BIKIATIH KAPKbUIBIK-HECHENIK CascaTThl
KYpPy MYMKiH eMec. ByJI MakcaTThl TaH/ay IbIH, OaCHIMABIKTAPIBI aHBIKTAY IBIH JKOHE OJapFa JKeTyIiH Ke3eKTUTH TaH/ay JTbIH
GIpIHITI JeHTelIeri MaHbI3AbUTBIFRIH OUTIIpE/ID» .

JKamiel anFaHza KeleciHi ecKepy KaKeT, SIFHH aKIla-HeCHETiK CascaTTHIK Kbl YKCACTHIFBIHA KapamacTaH, OJapIbIH
SpKaliChICH alfTapiIbIKTall epeKITeniKkTepre ue Gomaapl, 01 ColKeciHIe OpPTAIBIK GaHK KbI3METi YHISCIMAUTITIHIH THIMIUIITIH
TOMEH/IETE].

EADK asicemia GipelHFait aKia-HECHETIK cascaTThl KYpy YAepiciH GacKapy KesiHje Kenmecifielt MoJelh Kypy KaiKeT, SIFHU
O KYHETIK TOYEKeIJIEP/IiH KaFBIMCBI3 CAllJIApBIH TOMEHIETY IHapTTAPEl KE3IH/IE ONapBIH 63apa dPeKeTiH BIHTATAHIBIPA OTHI-
poirt, KeHec enjiepi YITTHIK HeCHENiK HaphIKTapBIHBIH JaMybIH KYIIEHTY1 KepeK.

TyitiH ce3aep: MOHETAPIBIK cascar, OaraMJIBIK CasicaT, aKa-HECHETNK CasicarTThiH TAPTIOi, aKIa-HEeCHeTiK peTTeyIiH
Kypaiiaphl, OpTajbIK GAHK.
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EBpasutickuii HallmoHaNbHBIN yHUBepcuTeT uMeHH JL.H. ['ymunesa

HEOBXOJUMOCTH KOOPTUHAIINA MOHE TAPHOI ITOJIATUKHU B CTPAHAX EAJC

AnnoTanust. Teopernueckrue U IIpaKTUYECKUE acClIeKThl MOHETAPHOM ITOTMTUKU U JIEHEKHO-KPEJUTHOIO PEryIUpOBaHUS
KaK JUBI Pa3BUTHIX CTpaHaX, TaK U JUI Pa3BUBAIOMIMXCS OBUIM M OCTAlOTCS 0000 aKTYalbHBIMH, BBIBIBAIONIUMH IIPH 3TOM
MHOeCTBO cIopoB.IlepeHoc akiieHTa B CTOPOHY IIPAKTUKY WX UCIIOIb30BAHHE KOHIICTIHIA JICHEKHO-KPEAUTHON TIOTUTUKH 0e3
VBSI3KH C OCOOEHHOCTSIMU IIEPEXOJHON SKOHOMUKM MOKET HMMETh HeraTWBHBIE ITOCHe/CcTBHSBoIpoc o IemsIX M 3ajadax
JIEHeXHO-KPE/IUTHON IIOMUTHKY, KaKk MBI YK€ 3aMeyald, BBICTYIIAET OJHUM M3 HMCXOJHBIX, OIIPECIBIONMX Pa3HOITIACHS U
JICKYCCHUH B JIAHHON 00acTy. B 3To# CBSI3M cleIyeT COnIacuThCs, UTO «OJMHOM M3 BaKHEHITHX 11pobieM, 6e3 pelmeHust KOTopoit
HEBO3MOXHO (OPMUPOBaHHUE JeHCTBEHHOM HUHAHCOBO-KPEUTHOM ITOIUTHKY SBIIseTCS KOHUIYparus 1ieneBoit Gy HKImm. 910
03HayaeT IIEPBOCTEIIEHHYIO BaYKHOCTh BBHIOODA IIETIEH, OIpe/ieIeHUs] IIPUOPUTETOB U OUEPETHOCTH UX JIOCTHKEHISD.

B menom cnetyer 0TMETUTD, UTO, HECMOTPSI Ha OOIIYIO CXOXKECTh JICHEKHO-KPEIUTHOM TTOTUTHUKY, KOKIas U3 HUX UMEeT
CYTIECTBEHHBIE OTIINYMSL, KOTOPBIE CHIDKAIOT 3 OEKTUBHOCTE KOOP/IMHAIIMH JIESTETFHOCTH IEHTPAIBHBIX OaHKOB.

Ilpr ympaBneHnm mporieccoM (GOPMHUPOBAHUS €AMHOW JEHEKHO-KPETUTHON MOMUTHKYA B paMkax BEADC HeoOxomMo
IIOCTPOUTh TAaKyIO MOJIENb, KOTOpasl YCWIMT Da3BUTHE HAITMOHAIBHBIX KPEIUTHBIX PHIHKOB cTpaH Coro3a, CTHMYIHPYS HX
B3aMMO/ICHCTBHE IIPU YCIIOBUY MUHUMM3AIIMH HETaTUBHBIX 1TOCTIEICTBUM CUCTEMHBIX PHCKOB.

KitoueBble c10Ba: MOHETapHasl [OJIMTHKA, KypPCOBas ITOJIUTUKA, PEKUMBL JICHEKHO-KPEJAUTHON [TOIUTUKY, UHCTPY MEHTHI
JIEHEXHO-KPEIUTHOTO PETYIMPOBAHIISL, IIEHTPAIbHBI OaHK
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