AJBAIS
Academic Journal on Business Administration, Innovation & Sustainability (AJBAIS)
Volume 1, Issue 1, January 2021

Page: 1-10

Inflation and Stagflation by Deceptive Products: Overall
Impact on Economy

Md. Mahabbat Hosen'
Uttom Kumar Gain?
S. M. Mahabubul Islam®

!Lecturer, Department of Accounting, Govt. H.S.S. College, Magura.
2 ecturer, Department of Accounting, Govt. H.S.S. College, Magura.
3Associate Professor, Department of Accounting, Govt. Bangla College, Dhaka

Abstract: Bangladesh presently exports Ready-Made Garment (RMG) to about 30 countries around the world. More
women, whether pushed by poverty or pulled by opportunity, work outside home particularly in the RMG sector. The
exodus of women to work in urban areas, leaving homes and families, is a relatively recent development. Despite the
employment opportunities at the garment factories, women workers in Bangladesh suffer from abject poverty. Most of
them earn less than a dollar (US) a day. Workers of the multi-billion dollar industry live hand to mouth and often starve
along with children. Lack of proper literacy skills is holding them back at work that in turn is contributing to low wages.
Problems of industrial work and urban living are compounded by the mere fact that there are not enough affordable
housing and transportation facilities for workers on limited wages. How the workers cope with daily expenses on a wage
of less than a dollar a day is focus of the paper. This paper attempts to present the living conditions depicted by the
academic literature and juxtapose it against the narratives of the interviewed garment workers in Bangladesh.

Keywords: Inflation, stagflation, excess import by Bangladesh, deceptive utility portion of China products, CPI,
SMART process.

1 Introduction

2.2% of world people bearing Bangladesh is a developing country located at a south central Economic Asia
zone and it suffers from a chronic deficit in her trade balance. But in nature, the people of this areas are very
much habituate to extract the new advantages of new products and technologies for enhancing the existing
conditions of their standard of living by proper utilizing these. For this reason of being, they may invest their
currency, in this case if they invest their currency to the deceptive product(s) or vague technology(s) what will
be the impact on our economy. The import of Bangladesh from China is one of the most significant factors
which are responsible for unfavorable trade balance of the country. Hence it is strongly required the ultimate
reshaping the trade balance of Bangladesh with her foreign trade partners. The imports of Bangladesh with
its eight major trading partner countries- India, China, Singapore, Japan, Hong Kong, South Korea, USA and
Malaysia.
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1.1  Statement of the problem:

The fluctuation of time value of money for accomplishment the required task between by the import of
deceptive China products that can makes a significant role for creating inflation & stagflation and up emerging
outcomes for our country. Govt. supports for corrective measurements of media relatively and equally
sensitive to the overall inflation rate change.

1.2 Research objectives:

1. To extract the possible root causes and solutions of inflation by imported deceptive goods from
China

2. To detect the exact % of inflation which is raised for the China deceptive products

3. To increase the awareness of the people on their duties and responsibilities in case of acquiring and
proper utilization of China products considering the exact demand and configurations.

2 Sampling and methodology:

2.1  Sampling:

Until March 2, 2013, there were 738 China products with listed to (BBS) Bangladesh Bureau of statistics .
And | took to line follow line population investigation study. Random sampling approach has discerned
selecting sample products from the pool of population. The following specific judgments considered setting
the sample size.

- The products may be both listed and unlisted to EPB

- The most frequently imported China products during the immediate last one year period

- The age of importer’s companies should be at least 3 years from the date of incorporation.
- Considered the regular marketing unusual and unexpected products.

2.2 Data process:

All data are quantifiable and described as monetary terms. Listed products China products and the used portion
of utilities those products quoted in Figure-4 & Figure-5 are the main data for this approach study. However
monthly economic trends published by the statistical dept. of Bangladesh Bank have also been used as facts
findings (data) sources. The study analysis based on listed products. | conducted with various banks for L/C
which contentiously matches with trading of China during January 1,2013 to December 312012( public
holiday excluded) this study initiative scales the measures of variances computed based on availability of
return up, covering in average a full of utility of respective products.

2.3 Variable and hypothesis

Considering imports prices over the one year period, the study has developed 2 typical variables changes in
monthly and yearly intervals in same period and all import prices recorded for the same period by the data
recorded by BB. This study initiative developed hypotheses on two ground observing of use of purchased of
utility and actual use of utility of China products. Both parametric and non parametric tests using t distribution
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conducting for testing hypothesis chosen because of variable data derived from small sample size (n<30)
with unknown population parameters.

3 Literature survey:

Imports in Bangladesh have increased to 2882.80 USD Million in March of 2013 from 2608.10 USD Million
in February of 2013. Imports in Bangladesh are reported by the Bangladesh Bank. Historically, from 1995
until 2013, Bangladesh Imports averaged 4485.18 USD Million reaching an all time high of 20291.40 USD
Million in June of 2009 and a record low of 1424.20 USD Million in August of 2009. Bangladesh imports
mostly petroleum product and oil, machinery and parts, soybean and palm oil, raw cotton, iron and steel and
wheat. Bangladesh main imports partners are China (17% of total), India, Indonesia, Singapore and Japan.

- Internet data search
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Figure 1: Showing a chart with historical data for Bangladesh Imports (million USA Dollar)
Total January 12-january13
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Figure 2: Showing the portion of China from total imports
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But in real picture (listed and unlisted imported products value will be more than that )

The Gross National Product is helpful in measuring the contribution of a country’s residents to the flow of
goods and services inside and outside the national territory. Therefore, Gross National Product is the basic
concept of national income accounting.

* BDT (1 BDT=$0.0121) (avg 2011-12)

GNP measures and NI measured by two rules (here the below chart of product flow is considered while
importing goods and services for measuring CPI.)

- Flow of product or goods flow

- Earning or income flow
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Figure 3: Product flow diagram

- The product inflows form
- Chinato Bangladesh in 2011-2012 is shown by the below tabulated box
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http://www.list-of-companies.org/Bangladesh/Textiles_Leather_Products/Leather_Product/
http://www.list-of-companies.org/Environment/Recycling/
http://www.list-of-companies.org/Bangladesh/Textiles_Leather_Products/Genuine_Leather/
http://www.list-of-companies.org/Bangladesh/Construction_Real_Estate/Ceilings/
http://www.list-of-companies.org/Lights_Lighting/
http://www.list-of-companies.org/Bangladesh/Health_Medical/Examination_Testing_Instrument/Other_Examination_Testing_Instrument/
http://www.list-of-companies.org/Bangladesh/Health_Medical/Examination_Testing_Instrument/Other_Examination_Testing_Instrument/
http://www.list-of-companies.org/Bangladesh/Construction_Real_Estate/Tiles/
http://www.list-of-companies.org/Electrical_Equipment_Supplies/
http://www.list-of-companies.org/Electronic_Components_Supplies/
http://www.list-of-companies.org/Bangladesh/Construction_Real_Estate/Wall_Materials/Cement_Board/
http://www.list-of-companies.org/Agriculture/Agricultural_Greenhouses/
http://www.list-of-companies.org/Bangladesh/Home_Garden/Kitchen_Accessories/Cutting_Boards/
http://www.list-of-companies.org/Food_Beverage/Dairy/
http://www.list-of-companies.org/Bangladesh/Home_Garden/Laundry_Products/Ironing_Boards/
http://www.list-of-companies.org/Manufacturing_Processing_Machinery/
http://www.list-of-companies.org/Manufacturing_Processing_Machinery/
http://www.list-of-companies.org/Keywords/CCTV/
http://www.list-of-companies.org/Keywords/CCTV/
http://www.list-of-companies.org/Minerals_Metallurgy/
http://www.list-of-companies.org/Bangladesh/Electrical_Equipment_Supplies/Wires_Cables_Cable_Assemblies/Control_Cables/
http://www.list-of-companies.org/Construction_Real_Estate/
http://www.list-of-companies.org/Electronic_Components_Supplies/
http://www.list-of-companies.org/Bangladesh/Consumer_Electronics/Cables/Mobile_Phone_Cables/
http://www.list-of-companies.org/Furniture_Furnishings/
http://www.list-of-companies.org/Environment/Recycling/
http://www.list-of-companies.org/Bangladesh/Computer_Hardware_Software/Sound_Cards/
http://www.list-of-companies.org/Automobiles_Motorcycles/
http://www.list-of-companies.org/Lights_Lighting/
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Figure 4: list of imported consumer goods from China (2012-2013)
3.1 Limitations:

1. Although the research has reached its aims, there were some unavoidable limitations, first , because
of considering only CPI for inflation.(i.e. inflation is the percentage annually increased in a generally
price level, commonly measured by the Consumer Price Index.)

2. Postmortem analysis was never be possible by considering revolved major key elements that were
set to discover or disclose the causes of inflation.

3. Non listed China products were not considered to extract the deceptive portion of utility which might
not represent  100% real picture.

4. Imports, consumers’ consumptions and associate all elements are always variable, hence the fixed
elements are omitted here and for this reason of being, the linear equation, Y = a + b(x) has not set up.

4  ANALYSIS AND FINDINGS:

Used & non-used portion of China products
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http://www.list-of-companies.org/Bangladesh/Computer_Hardware_Software/Graphics_Cards/
http://www.list-of-companies.org/Security_Protection/
http://www.list-of-companies.org/Electrical_Equipment_Supplies/
http://www.list-of-companies.org/Bangladesh/Rubber_Plastics/Plastic_Raw_Materials/PC/
http://www.list-of-companies.org/Toys/
http://www.list-of-companies.org/Agriculture/Agricultural_Greenhouses/
http://www.list-of-companies.org/Bangladesh/Fashion_Accessories/Neckwear/Ties_Accessories/Tie_Clips_Tie_Bars_Tie_Pins/
http://www.list-of-companies.org/Bangladesh/Fashion_Accessories/Neckwear/Ties_Accessories/Tie_Clips_Tie_Bars_Tie_Pins/
http://www.list-of-companies.org/Consumer_Electronics/
http://www.list-of-companies.org/Food_Beverage/Dairy/
http://www.list-of-companies.org/Bangladesh/Fashion_Accessories/Neckwear/Ties_Accessories/Bow_Ties/
http://www.list-of-companies.org/Rubber_Plastics/
http://www.list-of-companies.org/Manufacturing_Processing_Machinery/
http://www.list-of-companies.org/Manufacturing_Processing_Machinery/
http://www.list-of-companies.org/Bangladesh/Electrical_Equipment_Supplies/Wiring_Accessories/Tie_Mounts/
http://www.list-of-companies.org/Food_Beverage/
http://www.list-of-companies.org/Minerals_Metallurgy/
http://www.list-of-companies.org/Bangladesh/Excess_Inventory/Apparel_Stock/
http://www.list-of-companies.org/General_Industrial_Equipment/
http://www.list-of-companies.org/Construction_Real_Estate/
http://www.list-of-companies.org/Bangladesh/Apparel/Underwear/Ladies_Panties/
http://www.list-of-companies.org/Furniture_Furnishings/
http://www.list-of-companies.org/General_Industrial_Equipment/
http://www.list-of-companies.org/General_Industrial_Equipment/
http://www.list-of-companies.org/Food_Beverage/Soft_Drinks/
http://www.list-of-companies.org/Automobiles_Motorcycles/
http://www.list-of-companies.org/Energy/Electricity/
http://www.list-of-companies.org/Printing_Publishing/
http://www.list-of-companies.org/Security_Protection/
http://www.list-of-companies.org/Food_Beverage/Soft_Drinks/
http://www.list-of-companies.org/Rubber_Plastics/
http://www.list-of-companies.org/Toys/
http://www.list-of-companies.org/Printing_Publishing/
http://www.list-of-companies.org/Food_Beverage/
http://www.list-of-companies.org/Consumer_Electronics/
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Figure 5: Used & non-used portion of China products

It is known to us that, a product is something that can be offered to be a market for attention, acquisition, and
that can be satisfied a want or need of a customer according to his/her desired or expected level of
consumption ( i.e. utility) but the products that we import from China, can meet an average 55% utility by
comparison of below parameters which are strongly considered at the time of setting cafeteria.

1. At the time of acquisition, the expected utility of China products is 100%.

2. But the real picture is that the total receiving utility is ( 100%-45%)=55% are not utilized of China
products
The causes are as follows to clarify the statement based on the realistic conditions of our country.
- Lack of estimation of exact need of products
- Lack of Consciousness at the time of acquisition about the utility of products
- Intentionally import less quality products and no importance on brand name
- Tendency of short term use or meeting up short term needs
- Considering the currency loss factors
- Cost of red tape for imported goods and internal transportation costs

Besides the most important and considerable fact is that ,among the tree alternatives (Gold std ,Purchasing
Power Parity theory ,Open Market Policy)Bangladesh maintains reserved currency against gold standard,
when the recognized countries currency i.e. hard currency falls against meeting up their market demand, the
value of currency fall and whose reactions or impact directly hit to our national economy drastically in spite
of having no more significant connectivity our country with world economy of venerable. our currency value
varies according to the change of change of the activity level of the economy of hard currency issuer’s country
as a result inflation rate arises unexpectedly in our economy for importing goods & services. Now the
guestion, what portion of inflation is rising for the use of deceptive China products?

However, let there is a calculation and here both the quality and its utility are considered and standardized
based on Japanese products
Where, we get 75% utility from Japanese products. So, the loss of utility of China product-loss of utility of
Japanese products =(45-25)% = 30%
The general formula is used for Gross National Product is: GNP = GDP + Net factor income from abroad
Where,

e GDP = Gross Domestic Product

o Net factor income from abroad = [Income earned in foreign countries by the residents of a country —

Income earned by non-residents in that country]

Let,



http://www.readyratios.com/reference/business/gross_domestic_product_gdp.html
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Gross national product GNP= 100%
1. Import =10% GDP 90%
a. 40-45% (consumer goods) a. Raw
. Rest of h hi i
b es 0 eavy machinery gnd _materlals b. Pursue lucre 50%
military equipment, medical import -
equipments 50%

10%/2=5% for imports

N..B. considered only Consumer price index in case of defining inflation i.e. inflation is the percentage
annually increased in a general price level commonly measured by the Consumer Price Index(CPI).Hence,1

a= 1 0%/2=5% for imports, X = (LCU-L Std. U) % =(45-25)% = 30%, So, Y=a(X)

99.985

100

50

m All factors excpting
deceptive utility of
china products

B Deceptive utility of
china products

=5%%*30%=.015

Figure 6: Showing % of inflation within 100% causes of deceptive China products

1. Bangladesh historically has run a large trade deficit, financed largely through aid receipts and

remittances from workers overseas.

2. Foreign reserves dropped markedly in 2001 but stabilized in the USD3 to USD4 billion range (or

about 3 months' import cover).

3. InJanuary 2007, reserves stood at $3.74 billion, and then increased to $5.8 billion by January 2008,
in November 2009 it surpassed $10.0 billion, and as of April 2011 it surpassed the US $12 billion
according to the Bank of Bangladesh, the central bank.

4. In addition imports and aid-dependence of the country has

beginning of 1990s.

systematically been reduced since the
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Figure 7: Major imports from China
Major Causes of inflation of our national economy:
Export < import
Transferring capital
Influence of banks
Corruptions
Monetary policy
Political unrest
Share market
Black money
Red tape, electricity problem, traffic jam
10 Vulnerability of financial institutions
11. Image problem on abroad
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So it is certainly true in case of Banladeshi economy, import is one of the most momentous key elements for
inflation among others alternatives and deceptive utility of China products is seriously capping our up coming
economy and playing a significant role for raising inflation.

Recommendations

It is very difficult to handle for reducing bad impact on our national economy causes of deceptive utility of
respective products without rising consciousness of mass people. Here the method (EPS+Cs) is suggested to
follow for extracting good outcomes from our up -coming economy.

(EPS+Cs)= Ethics based Permission with maintain SMART (S=Specific, M= Measurable, A =Appropriate,
R= Realistic, T= Time bound) process, Continuous supervision, Consumers’ consciousness.

1. Ethically strong minded and worthy of regulatory bodies are required to supervise the import functions
with up holding the supreme level of patriotism .

2. Import permission would be logically present and future demand oriented and that should be very
quick through smart process i.e. before it , the volume of imports in each sector must be needed to
ensure for the requirements of up coming demand and consider the potential utility of goods and
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services which is expected to make a positive impacts on national economy and from which future
benefit can be derived.

3. To follow the existing law strictly and make sure to set up sound policy for importing effective
products. Besides proper facilities for both importers and consumers should be ensured through
continuous supervision and policy implementation

4. 1t is also suggested that consumers must need to consider the utility of products at the time of
acquisition of products, which one will be rational and standardized.

It is strongly expected that only (EPS+Cs) can draw a well ultimate result and inflation for deceptive utility
of products drastically change.

Objectives

sToselectthe effective product(s)
*To control the channels or media

« Good governance for «To ensure the
quality controlof china dl \l/ \L ¢ J’ - ) optimum interest gf
products imegrtars, Suppliers

and final consumers
*Media supervision Egr,
advertising

*Inspirations

Longtern benefits
Sustainability

T ——

Figure 8: Fleeting look recommendation

5 Conclusion:

This research has not highlighted only on ethical motivation with up holding the supreme level of patriotism
in case of importing demand oriented effective China products but also give a method of calculation the
deceptive Utility products ““ Y=a(x)” which is developed only considering the CPI concept of inflation. So
the findings of this research surely adds to store of the empirical knowledge about the facts and figures of
the deceptive utility of products and its present and future impacts on national economy from the both import
regularities body, importers and the consumers point of view. So there are scopes for further research in this
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issue considering other potential elements of inflation with more improved methodology and wider
conception. Particularly, the investigation into what made latent and ultimate consumers to acquire the well
utilized products willingly could be an interesting research.
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