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Recessionisad-
| ifficult time for
theeconomyofa
country, when
there is a back-
ward move of

t - business and
lndustrles and less business
and less trade and less indus-
trial activities than usual.
More of-our people are unem-
ployed as animpact of the cur-
rent recession.

Econromic objectives of the
government are to maximize
the ecofiomic growth, national
income=and output or produc-
tion of goods and services of all
kinds including those goods of
basic nieeds that are essential
in life such as foods and nutri-
tion, clothes, shelter. health
andeducation. Amongtheoth-
er abjectives is decreasing un-
employmem to a natural rate

.sothateverybody is getting job
whowouldliketo workandcan
maintain  their-purchasing
power in the face of inflation,
and meet their basic needs in
life. Thethird major objectiveof
theeconomyistoearntheprice
stability so as to help us avoid
an undesired distribution of
income . between different
groups. From price instability
or higher prices of goods and
services or inflation. cen-
sumers suffer {rom relatively
low level of purchasing power.
Low income consumers are
hard hit the most.

As mentioned before. the e-
conomy has recently been in
deep recession. Due to higher
unemployment. actualincome
andoutputarefarlessthanpo-
tential or fullemploymentievel
ofoutput. Nationalincomeand
output, and Gross Domestic
| Product (GDP) and its growth
‘{ are significantly low and get-
| tinglower. Many areassuming
| the growth less than 6% and

I will be lower further. If any ac-
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| tive econemic policy is not tak-

| ennow, theeconomy is goingto

+ beintrouble sconerinnearfu-
ture. Active policies are needed
at the earliest possible conven-
ienceto pullthe economyoutofl
| recession.

|  Demand for all

kinds of
L goods and services including
| thepurchaseofhousinganda

! partment, durable, nccessary
| and  other than necessary

Fighting receSS.iQ_n_

The Bangladesh economy hasrecently beenin deeprecession.

Due to higher unemployment, actual income and output
are far less than potential or full employment
level of output, writes Uttara University

Vice Chancellor Dr M Azizur Rahman

goods have decreased sub-
stantially as the consumers
are scared of makinga big pur-
chase. Investment in business
is a large part of aggregate de-
mand, which has been de-
creasing significantly due to a
lack ofconfidence inthe recent
activism of anti-corruption.
Economiccureis getting worse
than the disease of recession.
Foreign investment in
Bangladesh has decreasced al

most by one-fourth cue to the
political instability.

Our competitiveness in in
ternational market has de-
creased due to higher prices of
our goods and services. Many
of our exports including those
ofapparelsandfrozenfish have
gone down. Export problems
are getting worse also due to
the lack of quality assurance
and timely shippinginthis un
certainstate of manufacturing
world and export scctor
Finally. our net export (export-
import) has been decreasing
Balance of trade is not fivor-
able anymore.

Bangladesh is a major im-

Workers, retrenched due to closure of jute nuHs leavmg their workplaces

porting country. We cannot
stop or even decrease the im-
port of encrgies, oil and essen-
tial goods and services. even
though their prices have in

creased in the exporting coun-
try and India due to worldwide
inflation. Further. our cx

changerale is too low, which is
also contributing towards our
balance of trade in gelting
worse. However, import of es

sentialintermiediate goods and
raw materials including fertil-
izer has decreased compared
to its demand at home. This is
alsomay beducloalackolcon-
fidenceinimportbusinessthat
requires a  high  margin.
Importingofallthese abavearce
impacting on pushing the cost
of production up at home and
raisingthe inflation.

From the above statement,
we can easily infer that aggre-
gate demand flor goods and
services  have
which have a multiplier cffect
on lowering national income
andoutputandthestandiardal
lifeand living.

On the supply side, cost of

decreascd, -

producticnhasbeenincreased

due to higher wage In private:
and other sectors, higher im-
port price of oll raw materials. -

Supply side problem has been
complicated with higher un-
employment, labor unrest for

higher wagc especially in ap- . :

parel scctor, recent inunda-
tion by flood, rainfall, drought,
rivererosion, politicalinstabil-
ity, andactivismofanticorrup-
tion. Aggregatesupply ofgoods
and services have decreasedto
agreat extent.

What kind of economic poli-

cydowetakenow'?Canwetake

any contractionary cconomic
policy by decreasing moncy
supply or by decreasing the
budget deficit, orby increasing
tax rate. No, not at all, we can-
not afford taking any of the
ahove contractionary policics
inthiseconomicstage of reces-
sion. which will [urther
squeeze the economy and

might take it to a point of col- *

lapse. Since our inflation is
more of cost push than a de
mand pull, we cannot lake any

policythatwilldetreasetheag- 3w
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