
IJARSCT  ISSN (Online) 2581-9429 

    

 

       International Journal of Advanced Research in Science, Communication and Technology (IJARSCT) 

                               International Open-Access, Double-Blind, Peer-Reviewed, Refereed, Multidisciplinary Online Journal 

Volume 5, Issue 4, February 2025 

Copyright to IJARSCT DOI: 10.48175/568   23 

www.ijarsct.co.in  

Impact Factor: 7.67 

Monetary Policy and Inflation Targeting: A 

Comparative Analysis 
Divya Chavan and Dr. Archana Aher 

MIT ACSC, Alandi, Pune, India 

 

Abstract: A brief summary of the paper, highlighting the objective, methodology, key findings, and the 

overall conclusion. This section will provide an overview of how inflation targeting has been adopted in 

various economies and its effectiveness in controlling inflation while fostering economic stability. 
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I. INTRODUCTION 

The global economy has witnessed significant transformation in the realm of monetary policy over the past few 

decades. Monetary policy, as a tool for achieving macroeconomics objectives, has evolved significantly since the 

1980s. monetary policy transmission is the process through which the central bank, with a change in policy instrument, 

impact the end objective of stable inflation and sustained growth. MPT explain the channels through which central bank 

affect the real macroeconomics variables, inflation, output, and unemployment, by changing the amount of liquidity and 

nominal interest rate in the economy. Inflation targeting has proven to be a versatile and effective monetary policy 

framework but its success depends on contextual factor such as economic structure, institutional strength, and external 

stability. 

 

MONEART POLICY FRAMEWORK IN INDIA  

In the initial year after Indias independence, thereserve bank of India fixed its monetary policy to provide liquidity meet 

the objectives of the 5 year plane the government went for nationalizing the central bank at the end the 1960s. to 

finance fiscal deficit RBI used the statutory liquidity ratio and cash reserve ratio to alter the money supply to keep on 

eye inflation between the 1970s and mid 1980s RBI monetized the rising public debit, resulting.  

 

II. LITERATURE REVIEW 

Bernanke and Gertler (1995): famously called monetary policy transmission the black box the researcher have use 

various empirical methodologies to understand transmission channel of monetary policy. 

D. Gupta and Srinivas (1984) : evaluated using a simple inter-sector model , the effect of administrated price 

adjustment on sector and overall price movements. 

Manohar Rao (1999) : use a flow of funds approach, the real and monetary dimension of short run structural adjustment 

on the basis such a structure it then sets out an empirical basis that can combine the funds financial programing model 

with bank approach to financial requirement in way that eliminate the current dichotomies between the real and 

financial sector of the economy. 

Reddy (2002) : remarked that the automatic access of the RBI refinancing facility to bank must also be reassessed in 

order to achieve grater efficiently money market operation of the reserve bank through the liquidity adjustment facility. 

Bank for international settlement (2003) : Reviewed of monetary policy should respond to fluctuation in asset prices 

and or financial in balance beyond their effects on the outlook for inflation it conclude that while monetary policy 

maker are luckily aware such trends the macroeconomics consequences can be adequately addressed within an 

adequately flexible and forward- looking definition of inflation targets. 

 

III. RESEARCH METHODOLOGY  

Comparative Approach: Method of comparing countries that have adopted inflation targeting versus those that have 

not, using key economic indicators such as inflation rates, GDP growth, and unemployment. 
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Case Studies: Select specific countries for in-depth analysis (e.g., New Zealand, Canada, the UK, the Eurozone, and 

emerging economies such as Brazil and India). 

Data Sources: Explain the data sources used (IMF, World Bank, national central banks) and how the comparison will 

be structured over time (e.g., pre- and post-adoption of inflation targeting). 

Overemphasis on Inflation: Discuss how inflation targeting may lead to neglecting other important economic 

variables like employment or economic growth. 

Flexibility vs. Rigidity: Critiques regarding the rigidity of inflation targets and whether they reduce the central bank’s 

ability to respond to other economic shocks. 

Adverse Effects in Developing Economies: The challenges of implementing inflation targeting in less-developed 

economies with high inflation volatility. 

 

SECONDARY DATA ANALYSIS: 

This analysis uses secondary data sourced from international financial organizations, government reports, and academic 

studies to assess the impact of inflation targeting on inflation, economic growth, and other key economic variables. 

Data Sources: 

The analysis will utilize datasets from the following: 

International Monetary Fund (IMF) 

World Bank 

National central banks and statistical offices (e.g., Federal Reserve, Bank of England, Reserve Bank of India) 

OECD (Organisation for Economic Co-operation and Development) 

Central bank annual reports and monetary policy statements 

Variables: 

Key variables to analyze will include: 

Inflation Rate (CPI): To evaluate how inflation targeting has helped in controlling inflation. 

GDP Growth: To assess the impact of inflation targeting on economic growth. 

Interest Rates: To examine the response of monetary policy in controlling inflation. 

Unemployment Rate: To evaluate the trade-off between inflation control and employment. 

Exchange Rates: To see the relationship between inflation targeting and exchange rate stability, particularly in 

emerging economies. 

Countries: 

A comparative analysis will be conducted using data from countries that have adopted inflation targeting, such as New 

Zealand, Canada, the United Kingdom, and Brazil, compared with countries that have not adopted the framework. 

Time Period: 

The analysis will span multiple years, ideally from the early 1990s when inflation targeting was first adopted, to the 

present. This will allow for a long-term perspective on the impact of inflation targeting policies. 

 

IV. FINDINGS 

 Reducing inflation uncertainty : Inflation targeting regimes have been effective in reducing inflation 

uncertainty, as measured by inflation forecasts and inflation volatility.  

 Improved price stability : inflation targeting has led to improved price stability with lower and more stable 

interest rate in countries that have adopted this framework. 

 Increase transparency and accountability : inflation targeting has accountability in monetary policy, as central 

banks are required to communicate their inflation targets and policy decisions. 

 Less effective in high inflation environments : inflation targeting has been less effective in high-inflation 

environments. 

 

V. CONCLUSION 

 Summarize the main findings of the comparative analysis. 
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 Reflect on the successes and limitations of inflation targeting in different economic contexts. 

 Provide a final assessment of inflation targeting as a monetary policy tool, considering its future in both 

developed and developing economies. 
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