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Abstract

This study aims to estimate the size of the government spending multiplier in Egypt using the Bucket
Approach, originally developed by Batini et al. (2014) as a simplified analytical tool to assess the
effectiveness of fiscal policy, particulatly in countries characterized by limited or inconsistent data
availability. This methodology is based on classifying a set of structural and cyclical factors that are
believed to significantly influence the behavior of the fiscal multiplier, and on determining the weight of

cach factor in shaping the economic response to public spending.

The approach involves dividing the post-shock time horizon into temporal "buckets"—typically on
an annual basis—to measure the cumulative impact of government spending shocks on GDP. Compared
to traditional econometric models, the Bucket Approach offers greater flexibility, enabling a dynamic

assessment of fiscal policy impacts, especially during times of economic crises or structural transitions.

The methodology was applied to the Egyptian economy by evaluating five key structural factors:
trade openness, labor market rigidity, the size of automatic stabilizers, exchange rate regime, and the level
of public debt. The assessment results indicate that Egypt scores only 2 out of 5, which categorizes it as a
country with a low fiscal multiplier (ranging between 0.3 and 0.6). This reflects the limited expected
impact of expansionary fiscal policy on economic growth, particularly given the high degree of trade

openness, elevated public debt levels, and the prevailing managed float exchange rate system.

The study further emphasizes the importance of accounting for cyclical conditions—such as the
phase of the business cycle and the stance of monetary policy—when interpreting or adjusting the
estimated multiplier. In times of economic downturn or under expansionary monetary policy, the fiscal
multiplier may temporarily increase, despite a low structural score. Accordingly, this study provides
policymakers with a practical tool for evaluating the effectiveness of fiscal interventions while

highlighting the necessity of structural reforms to enhance the efficiency of government expenditure.

Keywords: Government Spending, Fiscal Multiplier, Bucket Approach
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