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Abstract

The study approaches the role of fiscal policy in economic growth and equity,
and focuses on taxes and public investment.

The analysis shows the implications to enhance the role of taxes in Egypt to
promote growth and equity, while resolving the contradictions that may evolve
between the two targets. The study concludes that taxes structure should be
adjusted towards more progressivity in income and corporate taxes and bigger
weight for direct taxes and property taxes. There is a need also to assign
different rates for sales taxes for luxury and necessary goods, and for domestic
and imported good, in order to stimulate domestic production.

Concerning public investment it was shown that public investment is the only
element in fiscal policy that contributes to both growth and equity without
trade-off.

The study concludes that Egypt needs to increase the size of public investment.
It also needs to adjust its structure towards bigger weight for investment in
agriculture, because of its big role in combating poverty, and also needs to
increase investment in education and health.

It was also shown the big discrepancy between the geographic pattern of
poverty and of public investment, and the need to adjust the latter to meet the
needs of the poor governorates, and thus improve growth and equity.
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