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Title: The Role of Fiscal and Monetary Policies in Stimulating Growth
and Employment in the Arab Countries in Light of Covid-19 Pandemic
Consequences and Beyond

Alamedin Bannaga

Abstract

The paper investigates the role of fiscal and monetary policies in stimulating growth and
employment in Arab countries in light of Covid-19 pandemic consequences using quantitative
and qualitative techniques of analysis. It utilizes several international indices such as OXCGRT
index to assess the strength of the stimulus package undertaken by Arab countries compared with
other countries. It adopts the Principal Component Analysis (PCA) approach to examine
contributions and relationships between different components constituting the package.
Moreover, it employs the fiscal multiplier approach to measure the changes in output due to
changes in fiscal policy taking into consideration structural characteristics of domestic
economies that magnify or weaken its value. The paper finds that the stimulus fiscal and
monetary packages undertaken by Arab countries play significant role in mitigating the effects
of Covid-19 crisis and stimulating output growth.
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(Principal Component Analysis (PCA)) wu‘\(\ O Jalan il 1 (1-A) o8 Galal)

Sample: 117
Computed using: Ordinary correlations
Eigenvalues
Cumulative Cumulative
Number Value Difference Proportion Value Proportion
1 1.669769 0.733992 0.5566  1.669769 0.5566
0.935777 0.541324 0.3119  2.605546 0.5685
3 0.394454 - 0.1315  3.000000 1.0000
Eigenvectors (loadings):
Variable PC1 PC2 PC3
FISCAL_GDP 0.371460 0.390822 0.261636
RATE CUT 0.687364 -0.074425 -0.722450
MACRO_FIN _ %
GDP 0624138 -0.448215 0.639965
Ordinary correlations:
MACRO_FIN_
FISCAL GDP RATECUT % GDP
FISCAL_GDP 1.000000
RATECUT__ 0.289735 1.000000
MACRO_FIN_GDP 0.079532 0 565181 1.000000
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