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a Abstract:

The primary objective of central banks responsible for formulating and implementing monetary policy is to reduce
inflation rates and achieve price stability. Numerous economic studies have underscored the critical role of institutional
quality in enhancing the performance of monetary policy and its capacity to address inflation. This study aims to analyze
and measure the impact of institutional quality on the effectiveness of monetary policy in combating inflation in Egypt
over the period from 1984 to 2021. The Political Risk Index, a component of the International Country Risk Guide (ICRG),
is employed as a measure of institutional quality, while the annual inflation rate serves as an indicator of monetary policy
effectiveness. The research adopts a descriptive-analytical approach, complemented by a quantitative methodology,
utilizing the Autoregressive Distributed Lag (ARDL) model to estimate the effect of institutional quality on the efficacy
of monetary policy in addressing inflation in Egypt. The findings reveal a significant negative relationship between
institutional quality and inflation rates in both the short and long term, indicating that improvements in institutional
quality enhance the effectiveness of monetary policy in achieving price stability. Given the modest governance indicators
in Egypt, the study recommends prioritizing the enhancement of governance metrics to foster an institutional environment
conducive to effective monetary policy. Furthermore, the study advocates for the development of legislation to support
the independence of the Central Bank, the formulation of strategies to reduce the size of the informal economy, and
the continued advancement of digital infrastructure to promote financial inclusion.
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