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TASNEEM RAIHAN

HE proverbial expression “A
stitch in time saves nine” came

to my mind when I saw the
news in The Daily Star on August
5, 2022 that the Bangladesh Bank
(BB) had decided not to use the
“textbook solution” to curb inflation
- i.e. increasing the lending interest
rate. “Textbook solution” are the
words that the new governor, Abdur
Rouf Talukder, used to express his
disinterest in employing the long-
proven method, both theoretically
and empirically, to tame inflation by
raising the lending interest rate. His
main argument was that increasing
the interest rate at this time would
take Bangladesh’s “economy
backward,” and therefore the central
bank had taken an alternative,
“out-of-box” approach. During the
economic slowdown, the channel
through which the increased lending
rate tames inflation is something that
may not please the government in the
short run, but this is the unfortunate
trade-off that every country has to
face when seriously considering
policies to reduce high inflation. In
other words, you must induce some
“cooling down” in the economy for
the inflation to decline before it is too
late.

Although too early to predict the
future trajectory, the US has seen zero
inflation in July, partly owing to the
Fed rate hikes. Nevertheless, the BB
governor claimed that there was “no
need to follow the US on a mandatory
basis” by raising the lending rate,
since  Bangladesh handled the
pandemic-induced crisis by [ollowing
its own methods. With regard to this
statement from the BB governor, I
would like to point out two facts.

First, the US is not the only country
that has raised the Fed rate to counter
inflation in recent times. The UK as
well as our neighbour, India, have also
raised their policy rates in a bid to
tame inflation.

While it is true that what might
work for other countries may not
work for Bangladesh, any economic
policy that is to be implemented
must have theoretical or empirical
underpinnings. A case in point is
Turkey. Economists agree that the
unsustainably low interest regime
achieved through Turkey cutting the
policy rate several times in the recent
past has significantly contributed
to the soaring of its inflation rate to
70 percent in April 2022. That is a
situation that both the central bank
and the government in Bangladesh
would want to steer clear of.

Second, Bangladesh did follow suit
when the US as well as other developed
countries adopted various stimulus

Economic growth

in terms of nominal
GDP per capita is
important, but this
should not be the
only goal in the grand
scheme of things.
People’s purchasing
power is also a key
indicator of a country’s
economic well-being,
which gets eroded by
high inflation.

packages to tackle the economic crisis
during the early stage of the Covid-19
pandemic. This expansionary fiscal
policy was a “textbook solution,” too,
which Bangladesh did not hesitate to
implement. Then why not adopt the
long-proven “textbook solution” and
raise the interest rate by contracting
the money supply in Bangladesh?

One possible concern may be that
many projects undertaken by the
government are fuelled by bank loans.
Therefore, increasing the interest
rate may result in increased public
expenditure. There are multiple
ways o alleviate this concern. First,
an increase in the interest rate will
prompt the government to carefully
reconsider its projects and continue
with only those that are viable and
offer a positive rate of return. Second,
the government may overhaul its
tax collection strategies and clamp
down on tax evaders. That also means
redirecting resources to the National
Board of Revenue (NBR) to equip
them with adequate workforce, tools
and, most importantly, independence
from undue political pressures, such
that they can collect taxes from where
its due. As a by-product, increased tax
revenue can have an anti-inflationary
impact on the economy. That is a win-
win situation for the government and
the Bangladesh Bank!

Two things need to be clarified here.

First, this so-called contractionary
monetary policy does not need (o be
permanent as it can be eased once
inflation drops down to a rate that
does not significantly disrupt the
people’s purchasing power. Second,
the “out-of-box” approach espoused
and the “textbook solution” shunned
by the BB need not be mutually
exclusive. They can go hand in hand.In
fact, at this juncture, where the actual
inflation rate may be much higher
than what is being currently reported
by the BB based on the 2005-06 CPI
basket (7.56 percent in June 2022),
a synergy between the “textbook
solution” and an appropriate “out-of
box” approach may be more effective
in bringing inflation under control
even sooner.

Raising the interest rate can also
help with Bangladesh’s concern about
the quickly depleting foreign currency
reserves, partly due to the declining
foreign remittance. For example, the
government may consider revising
the US Dollar Investment Bond
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Rules, 2002 to reflect the higher
interest rates to be paid to non
resident Bangladeshi (NRB) investors.
Currently, the government offers two
types of dollar-denominated bonds to
NRB investors: Premium Bond with
7.5 percent annual interest rate, and
Investment Bond with 6.5 percent
annual interest rate. If these interest
rates are allowed to increase, it can
attract the much-needed foreign
currencies, including the US dollars.
However, the inflow of US dollars, in
particular, will be contingent on the
competitiveness of the interest rates
offered by Bangladeshi bonds.
Currently, the US government
backed and inflation-protected Series
[ bonds are paying a 9.62 percent
annual rate through October 22,
the highest yield since they were
introduced in 1998. In contrast, the
Bangladesh Bank has capped the
interest rate on loans at nine percent.
Unless this cap is removed to allow
the bond rate to increase sufliciently,
NRB investors will be unlikely to

invest in comparatively risky bonds
issued by the Bangladesh government
and might just prefer to remain
invested in the US. Furthermore, a
complementary financial instrument
that the government may consider
at this point is sukuk or the sharia-
compliant bonds. Currently, there
appears to be an unmet demand for
these types of products among the
NRBs, most of whom adhere to the
Islamic faith.

Last but not the least, economic
growth in terms of nominal GDP per
capita is important, but this should
not be the only goal in the grand
scheme of things. People’s purchasing
power is also a key indicator of a
country’s  economic  well-being,
which gets eroded by high inflation.
Therefore, policymakers should take
that into account while implementing
any economic policies. Recently
published news reports indicate the
government’s interest in seeking a
loan from the International Monetary
Fund (IMF). However, it should also
keep in mind that the IMFs anti-
inflation prescription that may be
packaged with a potential loan aligns
with the so-called “textbook solution.”
In one of the recent IMF blog posts,
titled “Emerging Economies Must
Prepare for Fed Policy Tightening,”
three IMF economists advised the
emerging economies grappling with
inflation to adjust their monetary
policies by raising benchmark interest
rates. The Bangladesh Bank should
not lose this early opportunity to
showcase (o international lenders
its strong commitment to curbing
inflation by removing the cap on the
lending rate. This will also send a
strong, credible message to the market
about the central bank’s sincere
intention to fight inflation. Empirical
evidence suggests that often a mere
announcement by the central bank of
such a move can initiate the inflation
reduction process by influencing
public perception, even before the
policy becomes effective.
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Nagar Bhaban, Level-12, Dhaka

Notice of Request for Expression of Interest for Selection of Private
Partner of SPC for Clearing Service Operation and Business

Development of Rapid Pass Card
Dhaka Transport Coordination Authority (DTCA) intends to establish a Special Purpose Company
(SPC) with a private firm or a consortium for operation, management, card issuance and business
development of a Clearing House (CH) for Rapid Pass Card (hereinafter referred to as “Clearing House
and Card Issuer/ CHCI business”).
The CHCI business is based on the innovative and integrated business scope utilizing integrated circuit
(IC) card technologies and payment gateway for various outlets as a system for the provision of
payment services. It will serve people using public transport modes such as Mass Rapid Transit (MRT)
lines, buses, railways and tolls, and furthermore be meant fo serve people purchasing various kinds of
goods and services through this IC card-based payment service system.
DTCA invites interested firms and/or consortiums to participate in the selection of a Private Partner
through an approved selection process.

may submit their Expression of Interest (EOI) in response to this

Request for EOI (REQI). Details of the application process and other requirements have been set out in
the REOI document which is available on the DTCA Website: www.dlca.gov.bd.

EOI documents must be physically submitted on or before 25/09/2022, Time: 12.00hrs. BST at the

Project for Establishment of Clearing House for Integrating Transport Ticketing System in Dhaka City

Dhaka Transport Coordination Authority (DTCA) (Room No: 1426)

Nagar Bhaban (South City Corporation) (Level-13), Fulbaria, Dhaka-1000

1. | Ministry/Division Road Transport and Highways Division.
2. | Agency Dhaka Transport Coordination Authority (DTCA).
3. | Entity name Project Director, Establishment of Clearing House for Integrating
Transport Ticketing System in Dhaka City and Adjacent Districts
(Phase-ll).
4. | Entity code Not applicable.
5. | Entity district Dhaka.
6. | Expression of interest for | 1. Firms/Consortiums (National/International).
selection of
firms/consortiums
(national/international)
KEY INFORMATION
7. | Selection method EOI documents (evaluation of qualification, experience and resources)
shall be evaluated to shortlist 2 to 5 applicants. Shortlisted
. firms/consortiums will be invited to submit a business proposal.
8. | Sources of fund Not Applicable

PARTICULAR INFORMATION

9. | Project/program
name

Establishment of Clearing House for Integrating Transport Ticketing
System in Dhaka City and Adjacent Districts (Phase-Il).

10. | Scheme name

N/A.

11. | EOI closing date and
time

EOI shall be submitted on or before 25/09/2022 at 12.00pm BST
(Open for 42 days).

Experience &
resources

To prepare a short list, the Expression of Interest (EOI) shall be
evaluated on the basis of the following:

|. Relevant experiences and resources presented in Business
Description Sheets (Form 1) by the firms as well as Consortium
Description Sheet (Form Il), if applicable, by the consortiums.

Il. Legal documents of the firms, or all firms of the consortiums including
the following:

a. |Certificate of Incorporation

Valid TIN certificate

VAT registration certificate

Up to date Income Tax certificate

Up to date Trade License

The latest annual report

Articles and Memorandum of the company

History of litigation in courts or any arbitration proceedings in
the past 3 (three) years (if any)

Audited financial statements for the last 3 (three) years
Proof of ability to finance the proposed SPC

Relevant business licenses (if any)

Relevant ISO certifications and other certifications (if any)
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Foreign firms must submit equivalent documents in the country of origin
where the firms are registered. If documents are not in English, the
notarized English translation must be attached.

14.

Other details

Interested firms/consortiums are requested to submit one (1) original,
two (2) duplicate hard copies along with 3 soft copies (pdf format in a
USB pen drive) of the EOI with necessary documents and forms at the
DTCA office Nagar Bhaban, Level (12), (Room No: 1426) Fulbaria,
Dhaka before the closing date and time.

Any firm having a consortium agreement with other firm(s) will be taken
into consideration. In that case, the firms should provide a notarized
copy of the consortium agreement and duly fill up the “Form II" attached
to this REOI.

15.

Name of official

inviting EOI

Md. Mamunur Rahman.

16.

Designation of official
inviting EOI

Project Director.

s

Address of official
inviting EQI

Dhaka Transport Coordination Authority (DTCA), Nagar Bhaban, Level-
13, Room No: 1426, Fulbaria, Dhaka.

18.

Contact details of
official inviting EOI

Phone: +880-2-47120832,
Email: engrmmrschel@gmail.com

For any further information, interested applicants may contact the project office.
The Project Director reserves the right to accept, reject, cancel and/or re-invite the applications/EQIs
without assigning any reasons whatsoever.

Note: “Notarized” means notarized in Bangladesh.
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