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Expansionary m0netany policy: Not a had idea
PNOF. DN. . AZIZUN RAil AT

ff"lhe purpose of monetary
I policy rs to enhance the

I economic growth, GDB
CNP per capila, employment
creation, equitable distribution
of employnent and national
income between poor and rich,
man and woman, old and yoirng
geographical regions in the
Nonh-South and East- West areas
of the coun try and tribal people
in the hilly area with a broad
national objective of poverty
alleviation ard achieving a good
life and living.

Another objective is to
maintain the balance of trade
(BOT) ard balance of payment
(BOP). The above objectives can
be achieved through an
expansionary monetary policy
in a coordinated manner.

The specific objective of
monetary policy is to control
credit and iall ation. The present
problem in BanSladesh is hiSh
infl ation or too much to pay for
goods and services which are
considered as necessities in life.

This high inflation is not
totally due to the increase of
money supply. For example, a
less than doilble digit inflation is
not something to be really
worried about. The main causes
ofinfl ation in some setting is not
only increased money supply.
The main cause may be market
failure to control the market
syndicates or unexpected

collu6ion between large and
small sellers. This is a big reality
in our situation.

In addition, the infl ation ofren
gets complicated due to a lack of
coordination between fiscal and
moneta.ry policies. lt is the prime
responsibility of govemment to
interveDe in this kind of market
failure by breaking the business

invesunent and withdmwal ftom
business, etc. lnvestments in
Bangladesh have been sluggish
recently due lo inftastructural
problerns such as gas, electricity,
toad-communication, road-
jams, etc.

Our indi8enous technology
and hardworking people in
Ban8ladesh are good enough to

markets. The collusive activities
are creating an artifrcial crisis of
goods and services and stoking
inflation.

Higher supply of goods and
services and lheir fair distribution
and increasing the market
competition can bring-down the
prices ofgoods and seryices to
an acceptable level.

lnstead, we can see higher
prices of goods and services and
inftation due to market failure
and lack of efficient markel
intervention by the golemment.

The governrnent has the habit
of adopting contlactionary
monetary po[cy in particu.lar to
control credit and inft ation. But
we should no1 restrict the
monetary epansion selerely. We
should take an expahsionary
monetary policy to reasonable
extent for the optimum
utilization of our indigenous
technology, abundaDt man
power and land resources along
with the further development of
industrial infrastructure.

The growth and development
ofour economy and supply of
goods and services through an
expansionary monetary policy
in coordination lvlth fiscal policy
need to be purcued.

From expansionary monetary
policy, we can have a further
devaluation, Bu( that will not be
bad because we will ereand our
export sector by making our
goods and services relatively
cheaper to foreigners. We will

eam more foreign exchange. Our
national economic obiective of
a favorable balance of trade
(BOT) or balance of payment
GoP) would be achieved.

Share market in Bangladesh
has been suffering from
gambling practice, where
demand of market share is
alwals more than supply, which
leads to an excess demand in the
share market. This has to be
straightened out by emploj,rnent
of honest, sincere and efrcient
officials in lhe stock markets.ln
addition, we must have a close
watch on their activities and not
to give them an oppo unity of
committing any kind of
corruptiod.

tEt us not be scared ofin0ation
from increased money supply.
Our tovernment must try to
improve the law and older
situation, strengthen anti-
corruption activities and the
judiciary eliminate the market
syndicates and collusive
behaviour in business,

The expansionary monetary
policy and the increased
inflation will be compensated
by hiSher productivity, higher
production and Iarger supply of
goods and services This in tr[n
could actually lower the mte of
inflation and costs ofliving tom
greatei supplies and r.nore
competition.

svndicates of all kinds and all
sizes and by breaking the
collusive attitude of middle-men,
brckers, commission agents and
their ill-effects on the market
slstem.

Another problem is the recent
world depression and its effect
of low saving, low-investnent,
disinvestment, non-viable

push up the golvth rate of goods
and seryices in both industry,
agriculture and service sectors.
But we have been unable to reach
the growth rate of goods and
services due to the potential
disruption, lack of industrial
infrastructure, dishonest
aclivities, syndicated and
collusive operations in the
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