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Monetary policy should alm to boost fl]roducr[ion
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Prof. Dr. M Azizur Rahman
7I+lE prrrpose of monetary po)iry is to

I :$ Hffi:?t?Jji,'%x*:f ,?l;
cquitable distribution of employrnent and
national income between lxror and rich, urau
and woman, old and young, geographical
regions in the North-South and F-ast-West
areru of the country and tribal pcople in uhe

hii)y area uith a broad national olrjective of
poverty alleviatjon and achieving a good life
antl living. Another objective is to maintain
tlrc balance of trade (BOT) and balance of
pa)mrent (BOP). The above obje*ives can be
achieved through an erpansionary fiscal and
rnonetary policy it1 a very coordinated man-
Ilcr,

The specific objective of monctary policy is
to control credit aad inllation. The present
renrour in Bangladesh is ofa heaw inJlation
or too much to pay for our goods arrd servic-
es of necessity in life. This remour of high
inflation is not totally depencling <.ru tiie
increase of money supply. For exarnple, a
fairly less than z-digits inflation is not some-
tlirg to be really worried about. Causes of
some inflation are not only the reflcttion of
increased money supply. The maitr cause of
ilrflation is marl(et failurc to cor]t.olthe mar-
ket syrdicate or unexpectcd collusion
bctr{een large or small sellers or the rnar'}id.
atellt. In addition, the inflation often gets
ccrmplicated dlre to il la.k of cuorrlination
bctween fiscal and monetary polic.v. It is tbe
prime responsibility of govemmeflt to inter-
vene in this kind ofmarkct failure by break-
ing the business syndi<ate o{ allkinds and all
sizes and byb|eaking the collusive attitude of
middle-men, broker, commission agent and
their illeiiects from the market system.
Another problenr is tlre recent world deprcs-

sion and its effect of low saving, low-invest-
meDt, dis-il}vestment, nor-viable invest-
ment and withdrawal from business etc.
Investment has been shuttered recently due
1o tlrc industrial infrastrrcturid problems
such as gas, elc,1r'i,iry'. road-r'ornrnunic-a-
tion, roadjam nationwide and in Dlt;rl<a in
particular.

All the.e constrarnts havc h*'n workrng as
signifcant problem to oursaving and invest-
ment ervironrnent, which is sorne times
leading us to have an un-economic invest-
ment. Our indigenous technolory and hard-
working people in Bangladesh are good
cnough to push up the grorth rate of goods
and services in both indr$try, agriculture
and service sector ; but we have been unable

to reach the growtlr rate ofgoods and servic-
cs duc to the potential disruptior, lack of
indushial infrastructure, disl]onest game
play of business q.,ndicate and the market
collusion in particulcr. Thc collusive action i<
leading to create an artiicial crisis of goods
sewices and inflation. So, higher supply of
goods and services and their fair distribution
and increasing the mar:ket compctition can
casily bring-dosn the prices of goods and

services to an acceptable level.
lnstead, we can see higher prices of gc,rls

and services and inflation as ma|lir,t iajlLr|r:
and lack of efhcient ntarket intervr:ntjorr iry
tlte 8o\cnrment. ln InoJt c!1scs, nlr tr./ lo
blamc or discredit thc govemnrer rl auri ils
disability for its role play of blood cilculatiorr
of nlone)'supply lo a desircd level. \Vr lrlr.t
a very bad habit oftaking contractioriily (i(.r
nomic poliry or thc contractionary rrorrelnlf
poliry in particulal to control crldil arrcl
inflation. We should not restrict tlrc nrrqrr:-
tary expansion any further.

We should take an expansionarr rnrlr
tary poliry toa reasouable erlenl for rl), (,i't.
murr utjlisalion of our jndigenous llclrn,,lr
gr, abundant man power and land Lrsor rlccs

along with further devclopment of irrdust rial
infrastructure. 'l'tre 

F cif,h and devc'loprrrt:rrt
of our ctonolny urd supply of goods rrnd
services through an c)pansionary r]lorctrrl'
policv in coordinatjon with fucal policy nlrrst
be entertained at any cosl .

Because of expansionary monetar r lxrlir:1',
we can have a fitrther devaluation that r.ill
not be bad, but will eleand our exfx)rt sc.trrr
by rnaking our goods and services r'',lativclt

clreap to foreigners. Wc lvill earn more for-
cign exchange which is thc lcality we must
seek for.

Our national ecolrornic objectivc of a
l,rvuurlble b.rlorcr. of'trlJ, fli )l ) ur b:lllricc
uf fll.rnenl (IJOP) worrl,l b. auhicveC.
Grcwth, investment and irllation are inter-
reiated between thcnselves and a|c also
related to the irvqstrnent scctor through the
capital market. Share rnallvrt tr Bangladesh
has lxen suffering fiom glmbling practice,
where demand o{ marlet share is always
more than supply, which leads to an c.;r'ess
demand in the share market. This has t, rt
shaightencd out lly enlplolnent of hon, ',1.

sinccre and efficient gole lrlent officials ol'
non-politicd attitude etc. Lr additior, w(l
nrust have a close watch cn their activity an<l

should not give them oppodu[ity of corn-
rnitting any kind of comrptir-,n.

Finally, this poor country of Bangladesh
with a potential grordr lcssiSilitl' c:r not

'tand 
the aniludF ofthe contr rctionary mon-

etary policy that \()uid be r si3rificurt beat
to the eco[omy of Bangladesh as another
gambling. Once egain. )c: rrs do not get
scared of inflation fiom increased monery
suppJl,. Our govenrrnctli rnust tr"'' to irrprclc
the law and order situation, slrenAthcn anti-
corruption rclivil), ihrd judi'i.r:r' sisten,
eliminate rharket srmdicate and hrrsioess col-
lusivc l-rhariour: clc. illu ('rp:llE;ot,Jr) torF
otary policy and thc ihcreasld inflation r.r'ill

be compensated by highcr productivity,
higlrer production and liugel sLrpply ofgoods
ancl services includrng thc r, lsorable llrices
of goods of sewices requilecl in life and liv-
ing
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o, hig er flrypllJ o go and se?urccs on ifia{t'
/oir drstnbution and. increasing the market conqtat i -
tion can easily bring-doum the prices oJ goods attrl
ssruices to an scceptable leuel. htsteacl, toe carl sae
higher prices of goods o:nd ser-uices and inflation os
ntarket failure o:nd lack of effcient trl.o.rket ittter D an -
tion tlrc ouerntnent.


