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A Research Summary

The Failure of the Market Mechanism and the Importance of State
Intervention in the Light of the Global Economic Crisis

The financial crisis started in the mid of 2007, following the crisis of the high-risk loans
versus mortgages in the United States. The crisis has continued until it reached its peak during
2008, which resulted in the banking and financial crisis, which, in turn, has been considered by
some people as the most serious one since the great global recession.

In the light of globalization, the revolution in communications and the economic
liberalization, the intensity of the financial crisis has been increased and moved quickly between
different countries of the world and the extension of the crisis to the developing countries,
causing concerns about the economic recession.

Ironically, this crisis comes in the wake of two severe crises by which the global economy has
passed, namely, the crisis of rising oil prices and the crisis of rising food prices. Therefore, the
global economy experienced three major crises in a short period of time, which raises many
questions regarding the mechanisms of the global economy working system.

In addition, what adds to the severity of the crisis is the fact that the United States follows the
market system and the radical liberal ideology about the lack of government intervention in
economic activity (even in the presence of crisis) at the mean time when market mechanisms
didn't provide the appropriate solutions to curb the crisis. The question to be asked, then, is:
Whether or not should the policy of free market economy (with government limited intervention)
continue?

In this context, the research aims to propose some solutions to get out of the crisis within the
framework of the role of the capitalist state by taking action to renew the working systems of
international financial institutions and to ensure greater government control, which is expected to
be increasing largely in the economic activity where the intervention should be calculated and
effective within the framework of transparency, accountability, and away from the conflict of
interests.

This research applies a systematic analytical method based on the inductive and descriptive
approach. Using modern Arabic and foreign references.

In order to achieve this purpose, the research deals with, in Section I, the global economic
crisis, its causes, evolution, stages and how to step out of it. In Section 11, the study deals with
the concept of market failure and the importance of checking the supervisory role of the state and
the extent of the growing importance of its economic role. In Section I11, it deals with the role of
economic systems in getting out of the crisis and the future of the world eyconom



