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ROLE OF ECONOMIC CRISIS IN THE FISCAL AND
MONETARY
POLICIES IN EGYPT

El-Batran, Moshera M. A.
The Higher Institue of specific Studies - Giza

ABSTRACT

Egyptian economy suffers from many of economic problems, the
most important of which increase the budget deficit, and increase the deficit
in the balance of payments, and high unemployment rates, in addition to the
presence of structural imbalances between fiscal and monetary policies,
therefore research problem lies in the role of fiscal and monetary policies
tools in light of the crisis economic on the structure of the Egyptian economic
activity.

Based on the research problem and as a result the implications of the
global economic crisis, the government adopted the Egyptian demand
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management policies through increased government spending and the
money supply to overcome those bad effects, so research aims to identify the
features of fiscal and monetary policies applied to the structure of Egyptian
economic activity, and what are the effects of the global economic crisis on
GDP and other economic variables such as consumption, investment, wages,
inflation and employment.

To illustrate the effectiveness of fiscal policy, Liverpool general
equilibrium model has been estimated via simultaneous equations. Data were
collected from the Central Agency for Public Mobilization and Statistics and
the Ministry of Economic Development and Economic Bulletin National Bank
of Egypt during the period (1995-2011), consumer price index was used to
delate nominal variables, as the base year (2005 = 100).

The results of Liverpool general equilibrium model showed the
effectiveness of fiscal policy in the GNP function, it was found GNP response
of government spending more than of the money supply.

It is therefore recommended using an expansionary fiscal policy to
increase government spending or tax cuts in order to increase aggregate
demand, and thereby increase GNP, consumption and creation of new jobs
to solve the unemployment problem. The application of an expansionary
monetary policy by lowering interest rates to encourage investment needed to
boost economic development.
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