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Where the monetary policy
needs to be pro-active

The economy of Bangladesh is passing through some extra-ordinary times.
There is an urgent need for coordination of both fiscal and monetary policies
to address the challenges that the economy faces and to seize the opportuni-

ties that it does othenruise have, writes M Azizur Rahman

n-t IIE fundamental goils of a \ourd
I monetary policy are to enh,rnce
I economic growth perforrnance.

accelerate economic diversificalion
effons, boost per capita gross national
product. create jobs. reduce the rncome
divide between poor and rich, man and
wornan, old and younB etc. ensure equi-
ty for geographically balanced national
development and, thus, address the issue
of regional imbalance. Furlherrnore, spe-
cial needs of the backward regions like
those of nonh south and easl west areas
of Bangladesh and the tribil people in
the hilly areas do merit a special atten-
tion rn rhe context of the given socio
economic conditions in the country.

The basic objectiv€ of the monetary
policy has to be in harmony. with the
needs for poverty alleviation and
improviflg the quality of life of the coun-
try's teeming millions. Maintenance of
both the balance of trade and balance of
paymenrs (BoP) siluations under rela-
tively stable conditions should also be
the tbcus of the monetary polic) thnt 11

tiamed by the cenral bank.
On the whole, expansionary fiscal

policy is needed for expediting the face
of narional development efforrs in pri-
ority areas, as stated above. But such a

poliey has ro be coordinrted with rnon-
etary policy whose prime objecrive is to
rein in inflalion. The inllJllonrry pres
sure is already too strong in the
Bangladesh econorny. The expansion of
credit beyond the targeted level and lhe
increlse rn money suppl) in any exces-
si\e malner are. among other factorr.
al\o respo 5ible for this MJILet fatl-
ures or imperfectio s do furthernrore
JLIJ fuel to the inflalrunarl pressure
Some unexpected collusion belween
large or small sellers or the ,narkel
agents compounds the problern here.

[-ack ofcd)rdirration between fiscal and
$onetary policies does illso exacerbate
i[flationary pressurBs in the econonry. It is
the prime responsibility of govemmen( lo
inrervene in this kind of market failure tlur
is beiug witnessed in Bangladesh, by
breaking the so{alled business syfldicates

of all kinds and all srzes, and also the col-
lusive attitude of middlemen, broke.s,
commission agcnts etc.

The economy of Bangladesh has
already been facing challenges in arcas of
rnfrastructural suppon facrlrtics. For lack
of adequate supplies of gas and electrici-
ty and absence of proper communication
facilities, the economy has bcen perform-
ing far below its potenral. All such con-
straints have been working as major bot-
rlenecks lo crcating an rnvestment-sup-
poning environrnent. Our indigenous
technology does otherwise hold out some
good prospects for our economic
advancemeht io some areas- Our people
are also hardworking. Thes€ constitute
some positivc facton to help boost our
economic crowth performance.

Bul we have not yct been able to cre-
ate enough scope for growth of our
agricultural, industrial and service sec.
lors in order to ensure increasing le!els
of output of goods and services on a
sustained basis. ln the market, the col.
lusive actions by some 'influential
players are Iargely to blame for the
unabated inflationary pressure and for
artificial supply crises of goods and
services at times.

The monetary policy of the central
bank. in tandem with orher policies,
should aim at boosting sr-rpply of goods
and services in the market, ensuring
their fair distribution and increasing
rrarket competition. Otherwise, it will
not be possible to bring down the prices
ofessential goods to an acceptable level
within the affordable rneans of the com-
mon people.

we con!inue to see now higher prices
of goods and lhe persislence of a high
rate of inflntion, largely due to market
failure and lack of efficient market
intervention by the government. In
most cases, we try to blame or discredit
the govemment and the inability of th€
central bank to properly discharge its
luncrional role lo help maintarn i prop-
er bala ce belween money supply and
real economic needs ard prioriti€s, with
a particular focus on containing the rate

of inflation.
We need to ctrntrol credit and inlL-

tion and, for that matler, rhe Bangladesh
Bank should exercise utmosl caution
agarnst unnecessary monetary expon-
sion. But this rnust nol lead to Jny ron-
tractionary policy, denying credit to
economic operators to the reasona6le
extent for the optirnum utilisation bf
available resources and to enable them
to kecp the wheels of the econoiiry
moving as well as to encourage them'to
undertake new investment activities i
real sectors for optimum ulilisation bf
our rndigenous leuhnology. manpo\.ver
and land resources- The growdr and
developrnent of our economy and sup-
ply of goods and serviees under a pro-
acrive monetary policy. in coordination
with fiscal policy, must be encouragefl.

The monetary policy must ensure
extension of all possible supports'to
help boost lhe performance of opr
export sector. Currency rcte ad;u\t
ments at appropriate doses and also.at
Jpproprirte trmes. should be maqe.
Such actionr must not be put on hold
for unnessary reasons for any longer
period of time. we have to look for all
possible ways ro eam more foreign
exchange through exports of goods and
also our manpower. :

Gro\.1h. invesonenl rnd inflarion .do
involve mauy inter related factors. Tlre
monetary policy, on its pan, should hdlp
promote efftrrts that can.einforce links
berween and among such factors in ord_er

t,J reap the best divitlends out of tlre
same. The r(,le ofthe capital marker doh)
also ment rlrenton here Unfonunately.
the stock marker in Bangladesh has bebn
suffering frorn. what can be call€dl a

grmbling practice. Things ha\e lo he
s(rrlghlened our there through appropri-
ate refonr nreasures. The Bangladdsh
Bank does [eeJ to ertend ell rts coopir.
ation to such effons by the Securities
and Exchange Commission (SEC), dte
capital market regulator
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