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rl FIow to fight inflation
Dr'. IlI. Azizul Rahman
Y,\- tln, r'r\r.nl ',.rst Itll.r-
I ,,u.,^.u c,,.,ron'ncnr ,,1'

lB,r,r{la,lesh rrscrl t,r b,'
charactelis$l bv prict stlbil-
L.v. Pliccs us('ri t() br: rising
slrrrviv antl Predictrbh'. [{orr -

{,\'or. \'clv rttr:rrtl,r' intr,rnir.
ti,rn.rl inlletion hu: hl,l r s,,-
\crc impilct on inllxtion in
I3rrrrglaclesh r:toviog florrr r
dorrble digit- trnvards a gIllolr.
ing ir)llrtion oi 20''i or o\'er,
rrhich is a sta!'flitlion - high
Itr,'l of uncurD[rynront rnC
ir.rrv level of econonlc Erolviir.
.\Jlalvsis shorvs that inflation
hils advcrse impact on the reill
econoury including redistdbu-
lion ol incorrre and rvealth
rnror'.g different gloups.

Stagllation is firirl-r'a high
rato of inflation ertn rlhen !\'e
have a slorv rate of econonric
gro$1h. lower level of output
erd income, lower production
of goods and sen'ices with a
high unemplo-r'nrent and idle-
rapacit-r. Usuall.r', staidlati,rn
,ccurs rchcn le Iravc, n co,';t

push inflirtion, or a higlrc,r in'
llction dlle to increase in the
cost of ploduction or inlport
orices ofgoo<ls and sen'ices in-
cluding those of intermedi.te
goods tlat a.re used in produc-
tion.

Highcr inllation arld higher
unemployment arc gorng to-
gether, the main cause of
which is the higher cost ofpro-
duction. Higher cost ofproduc-
tron i8 attributed to higher
prices ofenergies and oil eince

tlr,. Li.S. irrrasion 11, Ilir(l ll,ur'
]'t':lr's lgo. Oil prico rrsr'rl to bt:

S{i pcr b:rn'el during l9t:1,
rr'hich is about $l{X) pr htrrl
in tltrs ntr:nth ol Norcntbc,r
.ir)0,.

i'hr. ocorrorric srirgc ol'
-'.r$l.rti,)n hxs [r{!n con)l)lr.rl'
,rl rhis r.,:rr b! 0ood, river-t'rn-
-.r.rrr rrinthli and dlorrglrt :rnd
o-r)lr d:lurAge. 'l'he politic.rl in-
stnl)iiit_\' has been adrled as ooc
anrorrg thc ti-,w signilicant re$-

t'r'rrnonr-r'nta,r-be irr n)oro tt( )l r-

blt. Wt' nra-r' nol bc riblc to
a\1)irl n possibiliti of an ()(o-

nonic crlsh. I{opcfirlll, thc
Oovornolent is thinking of
'l'nLth (-onlnlissiol1 k) acscue
tlrt, l:rss aod help gn'o* t.h,r
bLrsinr,ss :rnd the edrloorl' n,)t
b.v killrng tht, busir,ess. fhis
nright [x' o gotxl idtrr.

Th(, rat€' .of GDP $outh re-
nrxiniog substantially too lau'
to accept nla.v be fror]r 2'7 to

thtough ir trrlio. shich *ill
contml thc social prcssuac to
raisc wages and the abilit_r of
thu productls and suppliers to
irrcrclse pr'irr.s. A ornrkel ill-
ter','entiorl to lolver the prcs"
srrre lbr' rvage int'r'casc irnci
corri l ol Dl' pric.-s !!ill terlrl),)rar-
ill suppress thc inllarion,
rvhich i,. rtlso Lxrqrnd our corr-
tlol. Brrausc tlris is l r,,orltl
w-idc inclelso in pricL's duo Lo

higher prices of energic,". Inr-
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significirntlr'. s hir-h havc
ln'eatly incrcrrsed the social
rnd politicalconcom.

Corlcentriltion o srrpply-
side to incloasr' productivit-v
nrr,v bt tltc lrrst iroqrc ir fight
the r'o.{:Dt i ll.rtidn. Tpchno,
logicel intlt*,nrr,rti nnd inno-
valive disco\'(,rl loa t)roduction
and su1;pl1 cirn clet-rc,ase tho
cost ctl' I)r'odu. tir)11 lar a giv0n
output, or ciln incl.eil-re the out-
put with th. rrnre'or sinrilar

plices rcasonrrbl-! lo\r'.
The other sigrrilicant rcason

in this nrajor illrU)rting c()rll-
tr.v is that our c\rhrrlrgr) rrLc ts
Loo lorv to rllirld lhe impr;rtcd
goods and scra i((,s. fhe (;o\'-
ernruent sh,rulrl think ,,1 x
fi.red ex:lLrrrgc riitr irt a r(.lil-
tivell hirh 10!1'1. $hich njght
hell: thr con'Linrt'r to irdhrri
inltDiled goJds t() sorllc L,xt(rDt.

As rTrorrtiont'd abolr- cor'r-

sul)rers .rurch sing Do\!'ef hits
subsr:rnti,rllr rir.eloast'cl. I'LLr-
r:hasing 1;,x'er of 'lrr, .onsrirr,.r
rvill havc to L'e incrrased so rs
to enabl('thenr to bul-their es-
scnlial 1tr.ods roil senices L,r

nreet their blrsic n,rds in lifr..
Since this i-r nl()r',r oi a cost
pursh than r denrerrrlpirll infla-
tion, \r.e d,1 not rtdtlce fhe go\''
ernnrent r')iper)(iit Llt e to pur-
chase gocds and senices by re-
ducing the budg{rt deicit, mon-
e-v suppl-v arrd hile purcl,ase-
Rather, we need to take an ex-
pansionar.i' ccononric pnlic._t b,v

increasing.bLrdget dr'iicit or
rrone,-v suppl.r' or both and not
increasing the ta-\ rate, so that
this policy $,ill directly and ir-
directly increase the con-
sumer's purrhasing power, dc>
mestic consumption and do
mestic private investrlrent. In-
creased burden of C,overnment
loan wi,ll be ta&en cars ofin a
gradual &shion.

(The writer Ls Vice-Chnn-
cellor an-d, Economist, Utkzrc
University)

Additionally, the Got,ernment rcould. hate to giL,e subsidies for the production of
essential goods including food item. We da not increase the tax rdte since it is not
a demand. pull inflation but we can increase the couerage of t&r payment b! eath
ancl etery citizen of tarable incomc to mcLrimise the tar rel.enue of the Gotetn-
ment. We also need to decrease tarif and increase impofi quota" if an!, for essen-
tial consumzr goods and intermcdiate items to keep their prices reosorrably lou.

sr.rns for lorvcr econonric
gTurvth. The engine of prrxluc-
tirrrr and suppl-r.. of goods and
serlic,r. and mlnLr[ncturing
lrr.:sincs. have lost it.r ci)nli-
d('nce irr investmcnt in the
prr:srrrrt rcgiure for a scver'e
nove fbr anti-corru ption.
Stakehokiers or investors are
simply scared for being caught
probably for their black rnoney
to invest.

What is rcally happening is
that att€mpt of anti-cormption
is too quick and too hard to
cure the economy. We have to
havc a device to provide a bet-
tlr treatment. Otherwise, the

f i far the ner{ decade from
nc,\v. f)ue to higher pricr and
dt clea:ed conrpetitiveness, ex-
grtts liunr our -A.pparcl Sr'ctor
has dc,creased bI 2{'i. The lbr-
eign investmeDt ' io
Banglrrdr,rsh has alrendy cle-

creased signiiicantl-v lar a rea-
soo .of pr.rlitical instability.

Consurners are losing their
purchasing 1rcwer.

Fighting inflation has be-
come a priority. In order to
fight the inrlation the following
strategie6 ar€ suggested:

The usual rernedy of a cast-
push in0ation is to control the
increase of prices and iircome

port priccs of intertuediatc
goods have also increased in
the exportrng countn'. Inrl)ort
prices of nranr- essential go,xls
Ii'oru lirreis,n coLlntrir-s and ln-
dia in particu[rr inclLrding lbod
and rerlated itr:nrs. firbrics and
lemale dresses of three pieces
and saries have increased-
Therefore, lowering price" are
be-vond our control. Suppre*s-
ing the claim of wage increase
would be very inhumaa as the
wage level is. already too low
for the workers to afford essen-
tial goods. As mentioned be-
fore, consumers have already
lost their purchasing power

anlount o{ input. All these rvill
tend to decrelsir thc price.

.{dditionallr, thc Govern
nrent rvorrlcl hatc t,r gire subsi'
dies for the plrrluction of t,s-
sential goods including flrcd
itern. trtr'e do not inerease lh{'
t&\ rate since it is not a de-
nrand pull inflation but we can
increase the covdrage of tax
pal,ment by each aid every cit-
izen oftaxable income ta nrax-
imise the tax revenue of the
Govemment. We also need to
decr€ase tafrif and inctease
import quota, ifa.y, for essen-
tial consumer goods and inter-
mediate itenB to keep their


