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Goncentration on supply side to increase product!wty may be the:-
Igst hope to fight the recent inflation. Technological :mprovemen

t cost of production for a given output, or can Jncrease ‘the
_tput with the same or similar amount of input, AII_ 'th_f;se w:ﬂ,&;

b ave to give subsidies for the productfon of essent:éf goods
‘_!ﬁC luding food item, writes Dr M Azizur Rahman

"THE recent past, inflationary environment of  the abnhty of the pmducets
gladesh used to be characterised by price stability.  prices. A market intervention to
es used to rise slowly and predictably. However, ~ wage increase and control of pr 5
recently international inflation has had a severe  press the inflation, which is also beyond our <
“impact on inflation in Bangladesh, which has already  Because this is a worldwide increasé in prices e
.| seached the double digits and is now inching towards a higher prices of energies. Impouprhdof term
; #opmi, inflation of 20 per cent or over, which is goods have also increased in the exporting cou
‘stagflation — high level of unemployment and low level  Import “prices of many essential goods from foreign:
omic growth. Analysis shows that inflation has  countries and India in pa.:ﬁmhr including’ food
adverse :mpact on the real economty including redistrib-  related items, fabrics and female dresses of three-p
tion of income and wealth among different groups. ~ and saris have mcreased.”l‘lmebte"hﬁdng’pr&m
; ﬁiﬁtﬂgﬂ.’lﬂon is fairly a high rate of inflation even when - beyond our control.. Suppressing the claim. of ‘wa
: .'. / a slow rate of economic growth, lower level of |mmsemuldbevctymhumnasmev\mgelevci
S E t and income, lower production of goods and - already too low for the workers exg essendal good!
il . with a high unemployment and idle capacity. = As mentioned before, consum hiwe
. stagflation occurs when we have cost-push infla-  purchasing power significantly, ‘which" has gn:atly 5
@ or a higher inflation due to increase in the cost of increased the social and political concern.
ion or import prices of goods and services Concentration on supply side to increase productivi-
ing those of mtermcdnam goods that are used in ty may be the last hope to fight the' recent inflation
‘ ion Technological improvement and innovative dis:
“ Higher inflation and hlghcr unemployment are going  for production and supply can decrease the cost of
gether, the main cause of which is the higher cost of . ‘duction for a given output, or can increase the ou
production. Higher cost of production is attributed to'  with the same or simllaramaumqfinput.w these
~ higher prices of energies and oil since the US invasion to  tend to decrease the price. Additionally, the
“Irag four years ago. Oil price used to be $6 per barrel muldhavetogivesubsldmbrmep

during 1973, which is about $100 per barrel now. essential goods including food item. We do not increase
1 “The economic stage of stagflation has been complicat- * ‘the tax rate since it is not demand-pull inflation but we
»{ - edithis year by flood, river erosion, rainfall and drought * can'increase the coverage of tax payment byacham!

sand crop damage. The political instability has been ' every citizen of taxable income to maximise the tax

{ added as one among the few significant reasons for ~ enue of the government. %ﬂsoneedtodeqm

] kp\er economic growth. The engine of production and  and increase import quota, if any, for essential consumer  {
: of goods and services and manufacmnng busi- = goods and intermediate m:ms to h-.ep thelr prices rea-

s have lost its confidence in investment in the pres- sonably low.
~regime for a severe move for anti-corruption.. The other significant rcason in'thisma]or lmportil‘#’
Iders or investors are simply scared of being = country is that our exchange rate‘is oo low to afford
F *mht probably for their black money to invest. What is - imported goods and services. The gavernment should

.- really happening is that the anti<corruption activism is  think of a fixed exchange rate at a relatively high level, - i}
mmﬂ and too hard to cure the economy and the = which might help the consumer._ to aﬁord imporldd !
2is getting worse than the disease. We have to have a - goods to some extent. i
“to provide a better treatment not by killing the - g s1
m Otherwise, the economy may be in more trou-  has substantially decreased.:Purcl PO ‘
. We may not be able to avoid the possibility of an eco-  sumer will have to be increased 50 as to enable
collapse. buy their essential goods and services 1o meet their
e rate of GDP growth remaining substantially too needs in life. Since this is more *of cost-push th
W to accept — may be from 2 per cent 10 4 per cent for  demand-pull inflation, we do not reduce the governs
he next decade from now. Due 1o higher price and  expenditure (o wmhascgoods‘nmlscwmby educing
det.‘teascd competitiveness, exports from the apparel  the budget deficit, money supply and hire - purchase

fightirig inflation has become a priority. In order to - ing power, domestic oonsmnptbnﬂ\ddommx: rivat

o ave decreased 24 pen ¢ n investment. wmwmedwmkcanexpammgmonan.
24 - adeshrihas ateeady | significantly: 1. ¢y by in¢reasing budget m?brww
i of political -instability. Conisumers are losing ~ and not increasing the tax rate, so that thq* }

Y rchasing power. directly and indirectly increase the consumer

1 ' the inflation the following strategies are suggested:  investment. Increased burden of government lnan
N 1sual remedy for cost-push inflation is to control taken care of ina gmdual fashlbn f o5
A case of prices and income through apohq -"”

eh will control the social pressiire 10 raise wages #nd -




