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Adopting employment-friendly fiscal policy
Dr. M. Azizur Rahrnan

n-rilE economists have
I no doubt that national

I and per-capita
income, production and eco-
nomic growth will increase if
exparsionary fiscal policy is
taken with a Yiew to eco-
nomic development and
decreasing unemployment.
The people's ability of buy-
ing both the local and for-
eign goods iacreases along
with the increase of national
income. Both t}te import and
tradeieficit of the country
will increase if the demand
of the foreign goods increas-
es. Again, Ore prices of the
commodities go upwards
when tle government
increa^ses the budget deficit
by adopting erpansionary
fiscal policy and accelerates
the public activities through
increased public investment.
As a result, tle foreigners
express their dis-interest in
buying our local goods with
relatively high price. So in
the international markets
our competitive position
goes downwards. It mears
that the trade-deficit also
occurs a result of arpansion-
ary fiscal policy and infla-
tion.

From the above discus-

sion it is seen tlat for expan-
sionary fiscal policy the
unemployment problem
decreases. but the trade-
deficit increases. Now ques-
tion arises whether we can at
all adopt erpansionary fiscal
policy at the trouble-some
enviroDment of two-faced
dif6culties like the inflation

At present in0ation and
unemployment are two
major problems in our econ-
omv. At this critical sihration
of rinemployment and infla-
tion, tie goveflment'sinter-
ference in the open rnarket,
though temporarily, partial-
ly, limited to some extent, is
necessary. We, though tem-

keep controlling the
upwards movement of pro.
duction cost which is related
with increa-ses in price and
inflation.

At present there exists
unrest in economic sihration
and in business. Now the
unemploy,rnent and infl ation
are tle major problems in

and bade-deficit.
lf we adopt conbactionary

economic policy to prevent
inflation and to reduce the
budget deficit ofthe govem-
ment, the unemployment
will be more serious.

As a result the indigenous
goods, overall produaion for
service oriented activities,

our position will, though lit-
tle, go up and the tmde-
deficit will decrease. So it
app€a$ that if the budga
deficit is reduced our u-ade
defcit decreases and it is as a
whole helpful to prevent
inflation. But it will lead to
the unemplolrrnent more
seriously increase, the eco-
nomic and political unrest,
and the different govern-
ment adivities of the gov-
ernment will fall in more
critical situation. No coun-
try, society and government
want to face this critical situ-
ation.

At this critical juncture of
the country we cannot think
about the determination of
econonric principle of
decreasing the budget defi cit
or as contractionary eco-
nomic poliry.

So, knowing the definite
possibility of trade-deficit,
increasing income, develop
ment, economic grokth ard
emplolment facilities of the
country for decreasing
unemplolment, it is better
to progress following expan-
sionary fiscal poliry if neces-
sary by increasing more
budget deficit of the govern-
ment-

lweailoptcontractionaryeconomicpolicgtopreuentinfl ationandto
reduce the budget deficit of the gouernment, the unemployrnent will be
rnore serious, As a result the indigenous goods, ouerall productionfor
seruice oriented actiuities, per capitq. incotne, economic grouth snd
employmentfocilities along with the demand offoreign goods will all
decreqse. Both the import and trade deficit of the cotmry will d.ecrease.

and unernplo),rnent. Unenl-
plo),rnent is an internal
problem.

The people of the country,
the governnrent aod the
counfy as a whole have to
face the unemplolment
problem. The trade deficit is
an international business
problem for any country,
which may be accdpted by a
country temporarily and the
concemed country tries to
minimize it gradually along
with its economic develop-
ment.

porarily, will accept the
problem oftrade and contin-
ue our hard effort to
decrease unemployment
through the acceptance of
expansionary fiscal policy.
We shall follon a good num-
ber of altemative steps to
prevent'inflation.

For this purpose we shall
follow the controlled wage
income policy and the con-
trolled price of the goods.
Before that, we have to try to
increase productivity,
reduce production cost and

the country. At this moment
what 5pe ofeconomic poliry
has to be thought about?
What are the economic
objectives of the govemment
and the society?

A very brief picture ofit is
described in this article as to
determine the objective ard
the economic policy without
taking any wrong decision so
that we can make progress
towards the right path. So
the discussion of this article
will rema.in limited only to
unemplolment, fucal policy

per capita income, economic
growth and enrployment
facilities along with the
demand of foreign goods
will all decrease. Both the
import and tlade deficit of
the country will decrease.
Along with the decrease of
income and development of
the country the upwards
nmvement of the market
price of the indigenous
goods will be prevented,
which is very much helpful
to check inflation. In inter-
national market competition


