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The impact of the International Monetary Fund on monetary
policy in African countries: a case study of Egypt
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Abstract:

Abstract This study focuses on investigating the International Monetary Fund programs on
monetary policy in African countries, a case study of Egypt. The study relies on analyzing
macroeconomic data before and after the implementation of International Monetary Fund
programs to contribute to large-scale economic reforms, exchange rate, economic growth,
and idle treatments. The study also addresses so that these tools do not end for African
economies facing structural and monetary challenges. Egypt resorted to borrowing from the
International Monetary Fund several times during the period (1963-2022) and in general, the
ambitions and goals of these successes were not achieved, so it certainly failed to identify the
causes and results of these loans and see the extent of their impact on successful policy in

Egypt.

- Study problem:

The impact of borrowing from the International Monetary Fund on the Egyptian economic
situation, whether positive or negative, taking into account whether there were other solutions
and policies that the Egyptian governments could have followed instead of loans?

Through this problem, several sub-questions can be raised that the study seeks to answer as
follows:

What are the programs that the International Monetary Fund contributes to providing?

What is the role of the International Monetary Fund in the process of economic development
and the advancement of Africa’s economy by studying the case of Egypt

What are the economic effects of Egypt borrowing from the International Monetary Fund?
Research gap:-

Despite the many previous studies that dealt with the role of the International Monetary Fund
in economic development and many other studies that dealt with the monetary policies of
countries, there is a lack of studies that focus on the differences in results between countries
due to the differences in the institutional and political capabilities of the countries that dealt
with the International Monetary Fund.

Therefore, this study came to analyze two countries from the African continent, Egypt, to
determine whether there is an impact of the interventions of the International Monetary Fund
on monetary policy in the borrowing countries.

Study hypothesis:

- The International Monetary Fund plays a significant role in monetary policy in African
countries.

Study objective:

Testing the validity or invalidity of the previous hypothesis.

Study limits:

Time limits: The period from 2003-2022

Spatial limits: The Arab Republic of Egypt

Research Methodology:



This study is one of the inductive studies that use the descriptive and analytical method that
aims to analyze and evaluate certain characteristics and study the current facts related to the
nature of the problem that is the subject of the study. The study also used the statistical
method using the SPSS program, which is the effect of borrowing from the International
Monetary Fund. This type of study does not stop at a certain limit - the limit of collecting
data - but rather its scope extends to classifying the data and facts that are collected, recorded,
analyzed and extracting results.

The study will rely on building two applied models to measure the strength and direction of
the relationship between the International Monetary Fund programs and economic reform
operations in Egypt.

The two standard models proposed for the study:

These two models aim to measure the strength and direction of the relationship between the
International Monetary Fund programs and economic reform operations in Egypt

and then determine the relative importance of each of them, whether in the long term or the
short term, during the study period, which allows for the formulation of the appropriate and
most effective policy; In view of the possibility of measuring the impact of the variables
accompanying these variables in influencing economic growth, and thus overcoming the
problems that hinder economic growth, and increasing the efficiency of policies, and tools
that contribute to increasing economic growth (GDP).

Results:
-1 The countries that relied on the vision and programs of the International Monetary Fund
still suffer from major structural imbalances in their economies.

2- The countries that adopted their own vision that suits their internal circumstances have
made remarkable progress.

3- Each country's experience in economic reform represents a special case for that country
and a model of economic reform.

4- The main common factor between the self-experiments of reform is gradualism and
following a step-by-step policy in economic reform.

5- What distinguishes the work of the International Monetary Fund from other international
financial institutions is the short-term period

Represented by providing loans and aid to countries that have been exposed to economic
crises, which is the opposite of what is found in other financial institutions.

Recommendations:

- Governments that have been exposed to crises should adopt a policy of reducing operating
expenses and rationalizing external loans from the International Monetary Fund and
activating the role of the private sector to contribute to alleviating the severity of crises that
hit the real and financial sector.

- It requires all countries that were under the burden of external debt as a result of the global
financial crisis not to be dragged behind the policy of loans provided by the International
Monetary Fund.



- The basic macroeconomic vision of interest rates, monetary policy, fiscal policy and the
financing plan to prevent the real economy from deteriorating further and to achieve
recovery.

- Stabilizing the exchange rate to prevent further instability and to enable the macroeconomic
vision to be implemented and prevent difficulties in servicing external debt.

Conclusion: The research provides a comprehensive vision of the impact of the International
Monetary Fund on monetary policy in African countries

Key words: International Monetary Fund, Monetary Policy, African countries
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* indicates lag order selected by the

LR: sequential modified LR test statistic (each test at 5% level)
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FPE: Final prediction error
AIC: Akaike information criterion
SC: Schwarz information criterion

HQ: Hannan—Quinn information criterion
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