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Causes of recent inflation
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Banshdesh
doderfigit inflation.

in(1tasin8. fadors of Fodudion ald then hr8.ly ihporedto B.ntlad€h frlm diftr-
pmdudivity in oul €conoEy of rcce.sbn et corrfi5. Irdia has tb€ hry€$ ma*et
includins lan4 labo!_epql-E!!d!Ey,_-&rmanv wooen's drE ses iDdudiDs thrce-
innownooandola@
indeaing tue to laDd erEixr and h.d fr"t- importetrAlarsequanuttsofdles€toodsof
hent tion,lack oftraining, nE3r ard t€er of ne.€ssities indudht urom€n's dr€sses and
capital equipment, and d|eirlacl of qle- hbrics ftom hdia aI€ condruourly b€tu
rns't,bactlGrdn€ssof t€cbtroh$,3rdiDno- impot€dorsnusgl€dintoBaryladrsh.
i?tbrTh€lackofshl€dmanpo*r,kad6- Ceftmlizdincrealeirpric€swondwide
ship, smart manaSehert and productir€ bar€ been p.lsi*enl RbinS pfl)es of the
v,o{tin8 envirDnEsrt and dnxipline is c(in- abow medtuned toods ad srvice pod&
mon in Banrladesb. Tbe big[€r import wi]adinltdiaba8cErtainlyir'ftas€dd'e
pdces cf Ermaterirls, etrer8i€, frI€l snd import price and priE of consumption
interm€diate goo& ar€ also iD@asiDS tlte g@ds and Soods of n€essities in
cdofproductiorl BaDdad€sb"

Wa8€s in dr da,rr€iipkrDEot-6ihe RisinS impon pric€s of .,rggi€s ad oil in
public s€ctor i[ BaryladBh h,3 b€en partisiar and o6er inte{nediate goodq
inseasingformorctlrantlelrst*odEca&s cons mEtoodqirKludirytoodsofrcsi-
due to both song or mod€Btdy shonS ties, har€ clerly caus€d inflation in

Contractionarynonctary poticg tuill filrther
louter tle ouIfrutand.ittcome, hswse wunqloyr
ment and lounr purcllasittg punr od firther
decrease tlre ast-prush irflo:tiort

policy to ind€ase dte e,ichajtse ate ci tltt e

lna€ase u en€rg pnces
ard codd F€ducti]tr in.oobinattutr widr
a detatd-pul i.fation tom oryarlsion !y
economic polides bave ceus.d a petsiste,[
iltfatioB. AltogetlEr dE bare stated a
$ady-'ide prol'l€ll by d€Etaliry dle pr}
dudivity. the siEation ofBanshd€sh hrs
b€ei agravated due to po&ica.l p|lc*re{r|s
and & d minimiziq csr[pti)n and a
hc} cf confdence h burin€.s and rnaDuhc-
trriD& It b hard ro assrnl€ that v,e crn ei€r
get bacf to tu sidgle di8h iniation k is
altrloct dear dlat we harc to liw wiltr lhis
doobl€ditit iDfatio& we must 6nd otn dle
aEnu€ bow to ind€ase outptn and incoEre,
agg€gat€ pmdudion a s4ply of good.g
and sewices in an €troft to fuht dl€ inflation.

Tbe natu:al rate of infatirtr iom f.{Ir to
ft& perEent b epted in allnd any d€,?€l-
oping countly. But, a doubl€-d8it in0ation
of mor€ tbatr ten Frtent mus ha\€ som€
nasons. Infation is the persi*€xt ard ger}.
eralized iffreas€ in dte levd of pdces of
goods aDd seryicas. cotrsurD€rs are rorrLd
abott hiSher o. il(t,easiru prtoas of th€ir
coHm€r Eoods as thei ttal income, Fr-
chasinS poi|Er a"d thet sandad of living
arc toing down Prcducds, n nuhdu€q
bosin€ssoen and Fad€ts .rt oledy con-
csned about increasing prits of rlw rnate-
.iab encr8i€s induding eledricity, gias and
oil and $€ hisher cslt of prDduchon.
Pmduce$ *odd Iite to maximize th€i pmf-
it ty me€ting the coDsumer demand and by
ke€ping thet plant, &.tori€s and firms/
6Ims h ope!.tion at higher pric€!.
Mucers and supplers do not hal€ ,ny
oth€r .lt€mati\€ except to ciaqe a higher
pdce diE€tty from tbe coDsrE€t ard indi-
r€dly from de.lers, lrfiole-seahIs and retail
ers. The maiket intem€diEi€s ar€ the lasl
.genrs to dlaiEe highff pric6

Ihf,rtiotr is norlluly caus€d by a com-
bircd effect of dernand-pul, cGt-push, a
oeansionary monetary or Gcal policy. Tlrc
r€.ent in0atirE in Banglad€sh is rdatiEb
mor€ a co6t push inflation than a demand-
puu. Rising prices ol coods of ,I kinds
includiq dE soods of ncr$siti€s is merE a
rEfle.tioo of the rising Gr of prc&rction
tban a highe. derund for these goods and

Pmducrivity, or output per labor, is not
incEasins as much as their wages are

lrbor unioL Due to polilical, sodal ald o -
xnal tradition and for a hunanitaian rEa-
soIr the gorEmment camot rorle , di*nE-
tion b€EiEen pmd'rdir/., un-Eodrrdna ard
moderately produdive s€ctor h their
attempt b increa* tlle i.ia8es, Th€ gov€rn-
EEnt had to irrItase th€ w.ges in an seerg
€qualy. OuI pri\ate s€dors tsy to ffiow tlle
hage-incrcas€s in the public s€ctor mor€ or
l€ss in a difeltnt fadbn accodiry to the
lsbor Fsdudivity and dE profft l ityofdp
fimts/tums. Furaly, rc halr the oatioin/ide
increrse irl wag€ rehtire to lte Fod]divity
or outpt Fx labor. High€r uBe i' €asib/
EaILsferIEd to hther c6t ofprcdudion ard
hi8h€r pric€s of consumer 8oods. lncTeas€d
i{rag€s l€ad to the ri{ry innatbrl-

BanSladesh, with its popLtjon of qo
milion, is one among th€ tuw major impon-
ing countri€. Mo€t oJ the corsrmer and
iltern€dhte Soods for u,aflrfrdrliint alrd
production se{tors arc iEponed-
Consunption goods, indudinS dte goods of
n€.essities, arE also importEd"'Ik ar€ rir,
\rt'€at, 6sb mus. lhtd, onbn, sadic, zitr8€i,
red-pepper, and a lot of spiE These 3r€
Indly import€d tom Indl|. Fi8hty percent
of iroven Sbrics and rnor€ tlsn 20 pement
ol lglit Iabrics and gannents ac.essories .re

Bandad€sh
Ir.q has dr secod la8est oil6eld-Oil plo-

dudiooiEbaqh6be oltbySoo,ooohor-
r€b per day siD.€ thc Us. irrlasixl in IIaq 6.
morE than t}It€ y€ars. Grde and reled on
is used in aI sdl€re of lifr iDchding D.fl6c-
trins a Fodt ctirt of.!d€nFod - aod
materirl goods. InoE sd oil pric6 halr
hcltas€d dle cos of pro&dim y/ortd-wide
Tle 6lrDs aJd $ppliIs haw tro ct).i dri'
eB ecelt to rabe dle price dCoods ad dute-
rials an4 OErEfore, b.gl! caLled a cod-I,llsh
infatt n.,As m€ntiood b.fuc, dle irutased
pdc€s hare t rnp.ed the hbor uiors or
*or*€rs to incftase their waees to coorpsr-
sat€ for their lo€s of porrnasirg power.
lnftas€d pri!. hatc l€d to insEalod $,e8es-
A aage-?rice piral bas h€en s6,

Recently rna* of oor €conorDi*s think
that dev"luatixr or de!,rE(iatint €!.han8e
rate of Taka is another cause o{ ixdatbo,
with whom th€ cov€r'or of Banslad6h
Bank (BB) disagr€€d It matteN little how
tlE d€iEluatbn b Elat€d to infatbll tate.
We arc in ,n economic *age of re.essioD
with lo*€r outprt and inconle, higlpr unem-
ployment and arl unaceptably hiSh iDstabi}
ity in prices and iDIatioo. We simdy carux,
6fford to have a .ontEdionary mooetary

putlhasiry po.,Er aDd ltuGrr acl?vaE th€
situatioq and nrry not be abh to d€qEase
the cGt-pusb idation,

If llE s€€ the rdelcltce to Dc. ColaDder,
It croeconomics, 'Itid Editbn, in lhe hte
197oq OPEC memb€N deciied to d€CtEes
dr€n prEd'r'tbtr ad grd/y of oi t L5lil-
lon b6II€Le. Initialt, $pptyirg 2 bilbn b6F
r€ls c{ oil at $ 6 per b€rel taw the OPEC a
Itr€nu€ of $12 hflliorl With n*it6d mp
ply, tbe rcal price o{o perh.Itdrriog
16, gii1nS OPEC [lanb€Is a rer€nue ofg 24
billion (= 1.5 bilioo x t 16). Quantity
dffED&d for dl E6err. dle Qrl,dy arp
pli€d The resrlt $as a shortate €fdl. In th€
197oq people lired up to buy linited s.Dply
of 8as for their car. fodays sih)atinl b bor
difiaed toE the one d hte r97oq as @d-
tion€d abov€. We hrw a shortage of o or
eners/ crbb laorlt- wiie aDd in BarEhd.st!
whii has rais€d tle cd of pro&diotr sd
prices of goods ard matedals, elto thodr
soEp nonOPEC msnbers haie Eied to
indease dleir sJpply of oil in r€aonie to its
prbe iDcrers€. During $riting dlb adcL oil
price hAs bcen raised to 982 ler harrc! tom
$ 6 in r97o, a! iDceas ty $F per b€rrEl for
sbout tle Ld 37 ),!ar&

Lodon based c€rt€r For chbal Enersr
Sudies sai4 , re would s€6 a oil cilk tu6{r
and p.t€s sil contimr to irl.rEae to rncet
dle hth€r d.trIand ir A@ria dring tle
n€xt winter of 2oo./. Futher odoietfun of
S;oo,ooo b6rld per dsy ly OPEC slay E a
hdp m,ch; oil prices art assur€d to he
$8s/barlel soon.

IMF do€s not h"nt to a$€. ,bout ihe
reverse etu of st goation dle to tighl
money and hther int€ftd rate of6e re.eDt
past but i,rould lifte to blane th€ lecert lact
in hlsin€ss confdencB. Mod @ooEirrs\
including Dr. S. Ahmad rnd Dr. M..4.
R3hmrn of Uttara Univetsig, harE s8r€€d
dat risiq energ prits ard cod c{p.odr-
tbo in combiDatbn with tbat tigh{ mBt ry
lolicy ..d hith€r int€rEd rEte ard tb€ rEc.trt
lad of confdenc! in business an rcsFllsi-
tte to d€cEas€ itr $€ produdivity, Gcrte a
$pply-sid€ pN'bkm and to cause a doubb-
dtit iniatioo.

(Dr. M. Azizlr Rarman is Ylce-
dvrtdlo\ Utta,E Uniwrsit4, Dlwka)


