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ity pnxlLrction and crelting an
environment of hard laork. It
,.rill lead to the inc.e.se of Per
mpita income and wth the
help of newly inlenled tech-
nologl and developed pro
duction s!€tem. We can pro-
duce mrny thinSs of nandard
quality including er€ry day
essential commodities. As a
rerult, the unemplolment I'dl
decrease aod a multitude of
this thickly populated country
will be transformed into man-
power- On the other hand, as a

result of enhancement of pro-
dudion ard supply, the inlla-
tion \rill be prevented, the

ctivity
r-iANGLA-DESH has
I{ been sufferinc fronr

I-lsc666rh;q 66pisss1..
At (hls moment, we need to
ado!'t an e\parsionary €co-
nornic trDlicy so tlat ln€ can
increas€ pmdEtion and pro-
ductivity by i.qeasing invesl-
ment and decreasing unem-
ployment. Inllation has to be
redLrced bl, increasing pro-
ductivily and supply and by
decn.asing average produc-
tion cost. As a result, the over-
a.ll national production and
per c.apita inaome, eaonomic
grcr*th and employment lacil-
ities of the country will
increue. The pedple will b€
able to lead their life and liv-
ing by being able to purchase
gerds and services ofnecessi
ty.

Irrom the economic point of
vierv, it is not so easy to solve
all economic problems at a
timc. tl we adopt an expan-
sionirry ftonomic Dolry, $e
demud for commodities will
increase and to satisfy tie
increased demand of the buy-
€rs, the concemed production
will Jso increase. But at the
same time the price of the
comriodities will also
increase which we do not
desire. On the other hand, if
we adopt th€ contractionary
economic policy, the overall
production of the country will
decrease and thete may be an
apprchension of increase in
unenrployment rate. A.s a
result the lovemment will
hce more dftorlties in order
to solve unemployment prob-
lem lo prevent inflation
ac.ordingly, Ttat is, thii effort
of curing di*ase only by an
inctrasrng aggregete demand
will appear as ill-effort. Pm-
dudi\rity h.s to be incEased
and by incrrasing exchanSe
rate thlt has to be kept under

contml as altemative $ay of
prevcntint inflation.

We want to increase the
overall production and pro
dudivity to decrerse unem-
plolment pmblem and at the
same time we also wBnt to
keep contsolling lhe prict of
the commodities th.outh
automatic prevention of infla-
tion. As a resu.lt, the people
will be able to affod and con-
sume everyday egsentials,
local and foreign standard
commodities with minimum
price and will live a comfort-
able and happy life removing
their crisis.

the forcign eralmnge markets.
As a result of contractionary
econonric policy, both the
price of our coinmodities and
in{lation will decreas€. Our
lelel of competition will rise in
the intemational markets. It
will help inqease our export.
The supply of our currency
will decrease in the foreign
qrrrency markets, but tie rate
of foreign exchange will
incr€ase. It app€ars fiom the
above discussion that as a
result of decreasint the infla-
tion there creates a possibililv
of increasing the rate of for-
eiSn exchange. But, due to a

country. with a hope of more
interest ther€ will be capita.l
oudlow io dre environment of
open market open economy.
As a result of expansionary
monetary policy both the
demand and the rate of for-
eign q(change of our cufiency
will d€crease in the foreign
exchange markets. On the
contrary, as a r€sult of erpan-
sionary monetary policy both
the production of the cluntry
and the import will increase-
At this situation, the supply of
our currency will speciallr
increase in the foreign
exchanSe ma*ets for bulng

production and de imporl
increase but there does not
erst aay control on upward
movement of inflation and on
downward exchange rate of
our cunency. We rvant to
adopt the e&ansionary mon-
eary policy to decr€ase unem-
plq,rnent problem. We shall
adopt either expansionary
monetary policy or expan-
sionary fiscal policy or a coor- i
dination of the monetary and
6saal policy.iointly. It will help
increase the income and pro-
ducion of the country, the
import of everyday €ssentiai
commodities, and the buying
capacity of drc citizens. We
have e,eerienced the pres€nt
inllation as an effect of inter
national inflation. lt is not the
inflation due to increase in
aggregate demand orJy. This
innation hx occrrred for t-he

upward movement of tle p ro-
duction cost. The exchange
rate will usrally decrease as

an ef{ect of expansionarv
monetary policy. As a result,
we will not be able to buy for-
eign goods easily. At this situ-
ation, we should increase t}e
foreign exchange rate of our
crrrency and cont ol it strict-
ly.

I{ it is Dossible to be s'rc-
cessful in miYed and coordi-
nating economy and with
evansionar) monetary poli-
cy, we will be able to decrease
unemployment problem on
one hand, and on the odrer
hand we shall r€gain our 1061

purhasing por{€r. we shall
also be successfrri, though par-
tia.lly, in preventing inllation
by increosing and supplying
rclated production and prq
ductivity.

(The utitr,| is Vrce Chon'
cellor and ChieJ Aduser,
lnstitute of Polic! Rer,eofth
( IPR) Uft oro Uni'ersity)

tt ls to su n a coo economa
uith e:rpansiolnc;ry trl.orl.eto,ry policy, we will be able to decrease unem-
ploytnent problem on one hrrnd , o,nd on the other hand ue shall regain
oul" lost puriha.sing pouser. We shall also be succesqfuI, thoughpartial-
Iy, in preuenting inflation bg increasing o.nd supplying related produc-
tiono;rd productiuity.
It has b€en stated above

that we a-re suffering from tr,/o
$eat problems namely infla-
tion and unemployment. lfwe
adopt contractionary eco-
nomic policy to prevent in{la-
tion, our unernplolment will
increase. On the contrary, if
,expaisionary €conomic policy
is adopted to r€move unem-
ployment, the inflation will
increase, A3 this critical situa-
tion we have to adopt double-.
faced rm-asures so that the
uoemployment is removed
and at the same time inoation
is conholled fu a long term
solution, lvt cin inc.at,se the
production and produdivity
of different commodities
through the incleas€ of the
rate and stahdard of educa-
tion, derelopment of man-
povrer and modem technolo-
ry and tle measurrs for qual-

buying capacity of the .on-
sumers will increase, and the
people will be able to consume
local 3s well as foreign goods
at a minimum price. Besides,
we will be able to eam foreigrr
cunencies by exporting low
cost toods and services of
quality.

To prevenl in{lahon in an
import orienled country like
Bangladesh, the excharge rate
of our curftncy will hatr to b€
enhanced. It is not so easy to
implement it. lt is necessary
to adopt contractionary @
nomic policy with a view to
enhancing lhe flexible
exclunSe rate. lt will lead to
the increase of the rate of
interEst. The flow of forcign
cunency will increase into
Bangladesh. BotI the demand
of our currency and its
exchonge rate will incltase in

contractionary economic poli-
cy the income, prcduction and
the supply of ev€ryday ess€n-
tial goods of the country will
be decreasing. As a result, to
prevent the inflation the
un€mplo),rnent problem will
be created as a new problem.
Unemiloyment may make
political unrest and €conomic
situation wors€ in this popu-
lated country. So in this article
wr, by no meajls, support tle
contraciionary €conomic poli-

' 
Normally we follow flo<ible

economic poli(y for decreas-
in8 unemplolment problerll.
The foreign exchange rate
never increases for flexible
erchange rate, rather it will
gradually detrease for difrer-
ent reasons. As the supply of
money incfeas€s, the rate of
interesl will decrease in the

foreitn Boods, but the
exchange lalue ofour curren-
cy will decrease. Though the
unemployment pmblem will
be removed and the produc-
tion and import will incEas€,
yet the upward [end of infla-
tion will appear- The pric€ of
our commodities will inseas€
for e\pansiqnary monetary
polic1. The lercl of our com-
paitiveness will go down in
the international markets.
The export will decreas€ but
the import will increaso. So we
are oblited to increase the
supply of our currency in for-
eign change ma*ets to Day
the pricer of imported goods,
!^/hich decrease to a treat
extend the foreign eJrchange
value ofour currency,

It appears ftom this disclrs-
sion liat as a resdt o{diversi-
fied monetary policy both the
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