[bookmark: _GoBack]LECTURE 13 MONETARY CIRCULATION AND MONETARY SYSTEMS LECTURE PLAN:
 1. The concept and types of monetary circulation
 2. The Law of Money circulation 
3. The concept of the monetary system and its main elements
 4. Types of monetary systems 

1 The concept and types of monetary circulation Monetary circulation is the movement of money in cash and non-cash forms, serving the sale of goods, services and settlements in the household. Money circulation can be carried out in two forms: cash and non-cash. Cash circulation is the movement of money serviced by banknotes and coins. Non-cash money circulation is the movement of money in the form of money transfers to accounts in credit institutions and offsets of mutual claims. It is serviced by payment orders, demands, checks, promissory notes. Cash circulation is intended for servicing mainly retail trade, as well as settlements with individuals for the payment of wages, pensions, interest on deposits, when paying public utilities, taxes, as well as expenses related to meeting their personal needs. Non-cash money turnover covers the vast majority of settlements carried out between: -legal entities of different forms of ownership and different areas of economic activity; - legal entities and individuals and executive authorities at all levels regarding mandatory payments to budgets; - for the issuance of loans and their repayment. Depending on the different features of structuring, non-cash payments can be classified as follows: In terms of economic content: a) calculations for commodity transactions, i.e. for goods delivered and services rendered, b) settlements on financial obligations, i.e. payments to the budget and extra-budgetary funds, depreciation, repayment of loans and payment of interest on them. According to the location of the counterparties: a) single–city – the payer and the buyer are located in the same city, b) nonresident – counterparties and credit institutions serving them are located in different cities, c) international - counterparties and banks serving them are located in different countries. Depending on the source of the funds: a) settlements at the expense of own funds of legal entities and individuals, b) settlements at the expense of borrowed funds. Non-cash payment turnover is inseparable from the circulation of cash and forms together with it a single monetary turnover of the country, in which a single money of the same denomination operates. 2 The Law of Monetary Circulation The number of banknotes required for monetary circulation is determined by the Law of Monetary Circulation, which is characteristic of all social formations in which commodity-money relations exist. The essence of the law, discovered by K. Marx, is expressed in the fact that the amount of money needed to perform the function of a medium of circulation and a means of payment must be equal to the sum of the prices of goods sold divided by the number of revolutions of monetary units. The amount of money needed at each moment for circulation can be determined by the formula: ZT = , (1) where KD is the amount of money needed for circulation; ZT is the sum of prices of goods and services sold.; ZTK – the sum of prices of goods sold on credit; RO – the amount of payments on obligations; BP – the amount of mutually repayable obligations; N is the average number of revolutions of money as a means of circulation and a means of payment. In a simplified form, this formula can be represented as follows: KD = M * Z N.
Where M is the mass of goods sold; Z is the average price of goods. By converting the previous formula, we obtain the exchange equation: KD*N = M* Z Thus, the maintenance of this equilibrium is largely determined by the interaction of two factors: the needs of society for money and the actual flow of money into circulation. Excess in the turnover of cash required by the economy over the volume leads to the depreciation of the monetary unit, i.e. to inflation. Therefore, the basic principle of monetary circulation is to limit the money supply to the needs of turnover, and thus contribute to the balanced development of the economy. 1 The concept of the monetary system and its main elements The monetary system is the forms and methods of organizing monetary circulation in a country that have developed historically and are fixed by law. Each modern monetary system has its own national characteristics, but they have a lot in common. The monetary systems of all countries consist of the following elements: 1. A monetary unit (American dollar, Kazakhstani tenge, Russian ruble) is a legally established monetary sign used to measure the prices of goods and services. In most countries, there is a decimal division system (1 US dollar is equal to 100 cents, 1 Kazakhstani tenge is equal to 100 tiyn). 2. Types of money are legal tender means (paper and credit money, a bargaining chip). 3. The issuing system is a legally established procedure for issuing banknotes by issuing banks, and Treasury notes and coins by Ministries of finance (treasuries). The monetary system of the Republic of Kazakhstan is organized and operates in accordance with the Law of the Republic of Kazakhstan "On the National Bank of the Republic of Kazakhstan" dated 30.03.1995 No. 2155 with amendments and additions (Chapter 7 "Monetary circulation and monetary unit")* 2 Types of monetary systems Monetary systems have undergone significant changes in their evolution, as they are directly dependent on the level of development of commodity-money relations. The following types of monetary systems are distinguished. The system of metal circulation is based on the circulation of monetary goods in the form of real money (gold and silver) and credit money exchanged for metal. Moreover, this money performs all the functions of money. The system of metallic money circulation has come a long way in its development. Depending on how much metal was accepted in the country to fulfill the role of money, a system of bimetallism and a system of monometallism are distinguished. Bimetallism is a monetary system in which the role of the universal equivalent is assigned to two noble metals (gold, silver). Coins made of these metals are freely minted and are in simultaneous circulation. Bimetallism as a monetary system existed almost until the end of the 19th century in countries such as the USA, France, Belgium, and Italy. There are three types of bimetallism: - a parallel currency system in which the ratio between gold and silver coins is set spontaneously in accordance with the market price of the metal; - a dual currency system in which the ratio between metals was set by the state; - the system of "limping" currency, a system in which the circulation of gold and silver coins was carried out on different conditions, since the minting of silver coins was carried out in a closed manner, while silver coins became signs of gold. A bimetallic monetary system could not exist under developed capitalism for a number of reasons: - the simultaneous functioning of gold and silver as money has led to a contradiction with their purpose – to serve as a universal equivalent; - the system of calculating the prices of goods in gold and silver money led to price imbalances, since the market ratio of gold and silver, formed as a result of cheaper silver production, did not correspond to the official one. The consequence of this was the disappearance of gold money from circulation. They began to turn into treasures, and cheaper silver coins served as money. This was the effect of the Oresme-Copernicus-Greshan law: "Bad money drives good money out of circulation." The above predetermined the transition to monometallism. Depending on which metal plays the role of the universal equivalent, silver and gold monometallism are distinguished. Silver monometallism is a monetary system in which the role of the universal equivalent is officially assigned to silver. Silver monometalism existed in a number of countries: in Russia (1839-1852), the Netherlands (1847-1875), China (until 1935). Under this system, silver coins were the main monetary unit, and at the same time, credit money exchanged for silver was in circulation.

