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In recent decades,
inflationary envt

ronment of
Banglacdesh has
been character-

ized by price insta-
bility. Prices usedtoberisings-
lowly and predictably
However, very recently inter-
natfonalinflationhas hadase-
vere Impact on inflation in
Bangladesh moving [rom a
double digit- towards a gallop-
ing inflation of 209 or over,
whichlisastagflation - highlev-
el of unemployment and low
level of economic. growth.
Analysis shows that inflation
has adverse impact on the real
economy including redistribu-
tion of income and wealth a-
mongdifferent groups
Stagflation is fairly a high
rate of inflation even when-we
have a slow rate of economic
growth, lower level of output
and income. lower production
of goods and services with a
high unemployment and idle-
capaclty. Usually. stagflation
‘ occurs when we have a cost
push Inflation. or a higher In-
flation due to increase in the
cost of production or import
| | pricesofgoedsand servicesin-
] cluding those of intermediate
goods that are used in produc-
tion.
l Higher inflation and higher
unemployment arc going to-
‘ gether. the main cause of
l
1
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which is the higher cost of pro-
ductlon. tighercostofproduc-
tion is attributed to higher
prices of energies and oil since
the U.S. invasion to Iraq four
years ago. Oil price used Lo be
$6 per barrel during 1973.
which is $ 92 per barrel in this
month of October/2007.

The rate of GDP growth re-
maining substantially too low
toaccept may be fromn 2%to 4%
for the next decade from now.
Due to higher price and de-
creas=d competitiveness, cx-
ports from our Apparel Seclor
hasdecreased by 24%. Thefor-
| | elgninvestmentin Bangladesh
has already decrcased signifi-
cantly for a reason of pollitical
instability. Consumersarelos-
| | ingtheir purchasing power
| The economlic stage of
{ | stagNation has becn compli-
Il cated this year by flood. river-
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Fightingirflation

inflation of 20%or over

Internatluna inflationhas had asevereimpact oninflationin
Jangladesh moving from a double digit- towards a galloping

,whichis a stagflation,

writes Dr M Azizur Rahman

eroslon. rainfall and drought
and crop damage. The political
instabllity has been added as
onc among the few signiflcant
rcasons for lower cconomic
growth. The engine of produc-
tion and supply of goods and
services and manulacturing
business have lost its confi-
dence in investment in the
present regime for a severe
move for anti-corruption

Stakcholders or investors are
simply scared forbeing caught
probably for theirblack money
to invest. What is really hap

pening is that attempt of anti
corruptlon is too quick and tno
hard to cure the cconomy. and
cure Is getting worse than its
disease. We have to have ade-
vice to provide a hetter treat

mentnot by killing the patient

Otherwise. the cconomy may
be in more trouble. We may not
be able to avoid a possibilitv of
an economic crash. Hapefully
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the Government is thinking of
Truth Conunission lo rescuce
thelossandhelpgrowithebus
ness and the economy not 1;},
killing business. This
might bea good idea

Fighting inllation has be-
comea priority Inordertofight
the intlation the following s-
trategics aresupgestedd

The usual remedy of a cost-
push inflation Is to control the
increase of prices and Income
throueh o whiech will
cantral the wacial pressare 1o
raise wipes g the ability of
the producersandsuppliers to
proces. A market in
o lower the pres

'
the

nerense

berventn

sttelonwagemereaseatdeon
tral of prices will temporartly
suppreas the inflation, which
is also hevand our control
Becamse thisis aworld widein
‘es chue to higher
cnergies. himport
prices al int

Crease

prices

rmcdinte goods,
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have also Increased In the ex-
porting country. Import prices
of manv essential goods from
forelgn countries and Indla in
particular Including food and
related items, fabrics and fe-
malc dresses of three-pleces
and saries have Increased.
Thercfore, lowering prices are
EN‘VOIH‘ o l'l)nlr()l.
Suppressing the claim of wage
increase would be very inha
manasthewage levelisalready
tonlow forthe workers toafTord
cuasential goods. Consumers
have already lost their pur-
chasing power significantly,
which have greatly Increcased
the soctal and political con
cem

Concentration on supply-
side to Increase productivity
may bethelast hopetofight the
recent inflation. Technological
improvement and innovative
discovery for production and

supply candecrease the costofl

L rate sincé 1t is

production for a given.o
orcanincreasethegu
the same or similag®n
input. All these will tmq A
creasetheprice. - iy
Additionally,
ment would have tog
dies for the prodighiass
sentlal goods'in
item. Wedonot

pull inflation bu ‘: -
_crease the coverag
ment by ea
of taxable &
the tax .8
Governmeni

& dccmase tariflim
 imy quota;
. u

Government shou.ld th!nk i
fixed exchange rate at a'red
tively high level, whieh'might'
helptheconsumerto afford tm--§
ported goods tosome extent.” |
As mentioned above, con-§.
sumers’ purchaslngpowqhn,
substantially .decreased. §
Purchaslngpower of the oq:-\
sumer will havdtobcl 3
30 as to enable them'td buy
thelr essential goods apd gervrf
icestomeettheirbasicneed m§
life. Since this Is more bfefdd
pushthan ademand pullerd
tion, we do not reduce the
ernment uq)cndjture'to _
chase of goods and serviced’ Tt
reducing the Budget defictt:§
money supply and. hire pur-
chase. Rather, we need ta
an cxpansionary econ mlc
policy by Increasingb d
cficit or money supply or both:
and notincreasingthetax rate,’
a0 that this policy will directly:
and |ndlrcctly Increase the
consumer's purchasing pow--
er. domestic consumption and.
domestic private lnvestmm
Increased burdeni:
Government loan wi,].lba
care ofin a gradual fashion™~""
—The writerls Vice

-University and ngm
ecunnmts:'?f gladesh §




