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Summary

During the recent fiscal years, a great increase in Petroleum products
and Natural Gas subsidies in Egypt has appeared. In addition, a parallel
increase in the Egyptian budget deficit has been noticed. Cohsequently, the
Egyptian Cabinet has a strong trend to reduce Petroleum products and Natural
Gas subsidies in order to restructure the public expenditures to cope with the
national priorities. This dissertation aimed to study the effects of liberalizing
Petroleum products and Natural Gas prices on the main macroeconomic
indicators in Egypt through a gradual program that lasts for five years.

In the short run, the study used Vector Auto-regression (VAR) model
to perform the macroeconomic analysis to end up with the effects of
liberalizing these products’ prices on the main macroeconomic indicators in
Egypt. The dissertation chose five variables; GDP growth rate, inflation rate,
unemployment rate, real interest rate, and budget deficit to be the main
macroeconomic indicators included in the analysis. The analysis showed
negative effects appeared in decreases in GDP growth rate and real interest
rate and increases in inflation rate and unemployment rate. In addition, a
positive effect appeared in reducing budget deficit. |

In the long run, the dissertation used the Structural Co- mtegra‘ung
VAR and Vector Error Correction Model (VECM) to perform the analysis. A
great consistency was found between the outcomes emerged from the long run
analysis and the short run results. :

Then, the study provided recommendations for the Egyptxan
policymakers to deal with the negative effects in order to reduce their harmful




effects on the poor and to navigate and social troubles in the Egyptian society
during or in the aftermath of this liberalization program.

Abstract

During the recent fiscal years, a great increase in Petroleum products and
Natural Gas subsidies in Egypt has appeared. In addition, a parallel increase in
the Egyptian budget deficit has been noticed. Consequently, the Egyptian
Cabinet has a strong trend to reduce Petroleum products and Natural Gas
subsidies in order to restructure the public expenditures to cope with the
national priorities. This dissertation aimed to study the effects of liberalizing
Petroleum products and Natural Gas prices on the main macroeconomic
indicators in Egypt through a gradual program that lasts for five years. The
study used Vector Auto-regression (VAR) model to perform the
macroeconomic analysis to end up with the effects of liberalizing these
products’ prices on the main macroeconomic indicators in Egypt. Then, the
study provided recommendations for the Egyptian policymakers to deal with
the negative effects in order to reduce their harmful effects on the poor and to

navigate and social troubles in the Egyptian society during or in the aftermath .

of this liberalization program.

Key Words:
Petroleum products and Natural Gas subsidies in Egypt, the effects of

liberalizing Petroleum products and Natural Gas prices on the main
macroeconomic indicators in Egypt, Vector Auto-regression (VAR) model,
recommendations for the Egyptian policymakers.
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