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Introduction
Researcher reviewed in this theses, "A Proposed Framework for the

treatment of the state budget deficit in light of some international experience,”
the case study of the Arab Republic of Egypt "through theoretical study,
which was built by the analytical study to reach to conclusions and
recommendations of this research.

The general budget problem is one of the most important pivotal
economic global problem because of its direct effects on the performance of
economic activity in general, as well as it is one of the most important topics
of discussion that has intensified the controversy around , also has varied
views ,and on which conscientiousness is varied, specifically in recent years,
especially after the increased direction of the deficit in various countries
around the world accompanied by a constant rise in the public debt of
governments.

Egypt suffers from increasing deficit, especially in the last five years,
has exceeded reasonable limits and reached to 13.7% of GDP in the fiscal
year 2012/2013, and to 12.8% of GDP in 2013/2014, which is threatening the
financial and monetary stability of the state, Adding to the seriousness of the
matter is that this deficit became a structural feature that is close to the
characteristics of the Egyptian economic structure, a long term trend, and has
no relationship with the conditions of the economic cycle as it became
resulting in a continuous deterioration in the purchasing power of the national
currency and the deterioration in the lives of individuals within the
community level. And the accompanying negative economic and social
effects .the internal and external debt has increased the burden of their service
in a form of pressure on the state budget and the depletion of reserves, which
requires huge financing needs are increasing year after year, a situation that is

not sustainable without have economic and financial negative consequences,
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and then have to work to reduce the rates of the deficit, so it may need to be
considered in a package of structural measures, which have financial
sustainability to reduce the deficit and debt ratios to the safe levels, and may
be required to change some laws, regulations and procedures followed in the
past.

In this sense researcher tried access to some of the proposed solutions
to control the deficit of Egypt until it reaches a safe rates, with the use of
some international experience of some countries that have succeeded in the
good planning of their economies and then reduce the deficit in their budgets,
which has led to success in transforming suffering in its economy to the
development and progression significantly. The recovery of the budget deficit
and rates of public debt will contribute to the path of fiscal sustainability in
restoring confidence in the economy, increased capital flows, and ease the
pressure on the exchange rate, and reduce the cost of borrowing in the market
path, in addition to ease the burden of debt service.

Characterization of the problem- :

The study problem stems from the steady rise of the State budget
deficit , which represents one of the difficult challenges that stand in the way
of the growth of the Egyptian economy , and the problem of increase in the
deficit involves two key parts : The first is fiscal spending ( the value of
budget deficit ) and its implications and the second is how to finance this
deficit and its implications on the financing methods .

Given that this deficit is due to the widening gap between public revenues and
expenditures

Which is among the causes of the increase in public spending in order
to achieve the desired social justice through increased financial allocations for
each of the subsidy , wages and other , in spite of the temporary positive
impact of this spending on economic activity , however, sustainability has

become very difficult due to the increase of the budget deficit in Egypt in
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excess of national savings ability combined with foreign aid to finance this
deficit , and then the impact of the deficit

specially on the public debt .

Hypotheses of the study and its guestions : -

The study starts from the continuity of the government 's reliance on
domestic public debt to finance the state budget deficit compared to the rest
other funding items.

There is a correlation between the sustainability of growth in the state
budget and the continuity of growth in domestic debt deficit.

The current study sought to put some solutions to alleviate the state
budget deficit.

The current study seeks to put some solutions for the treatment of the
budget deficit.

To achieve this goal, the researcher put up a range of guestions,

including- :
1 What is the definition of the state budget and what is the state budget and

its concepts and the development of this deficit?

[0 What is the nature of the budget deficit? Is it structural deficit or a regular
one? And the possibility of treatment of this deficit?

[J What are the causes of the budget deficit? And the role of fiscal policy in
Egypt to control the deficit?

1 Is influenced the expansion of public debt policy, especially in the growing
domestic debt of the state budget and financial stability in general deficit?

[1 To what extent we can benefit from successful international experiences in
economic development in treating the deficit? did reform programs
introduced by the IMF contribute in the treatment or reduce of the state
budget deficit?

1 What is the impact of the increase in the subsidy (especially subsidy of
petroleum products) in increasing the budget deficit?
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1 What are the future vision for the treatment of the budget deficit in light of
the changes that have occurred recently in Egypt?

The researcher has addressed this problem through five chapters as

follows- :

The first chapter, the visions of intellectual schools and their addressed to
the budget deficit through:

[] the budget deficit in classical thought.

[ the state budget deficit in Keynesian thought.
[1 neo-classical thought.
1 thought Neo Kinsey.

And some of the Arab and foreign of previous studies relevant to the
theses, it has been reached to studies conducted in the period between 1992 to
2012.

The second chapter: the first part dealt with, the following :

1 definition of the general budget of the state.

[ The main purpose of the preparation of the state budget.
[1 the main objectives of the general budget of the state.

1 stages of the state budget.

] principles of the state budget preparation.

1 Accounting basis for recording transactions.

] segments of the state budget.

The second part dealt with the following- :

First — concepts of deficit

] Central and comprehensive budget deficit.

] primary deficit and non interest deficit.

1 operating deficit of the budget.

1 Emergency deficit of the general budget of the state.

[1 current , capital ,and overall deficit of the general budget of the state
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Second: - The financing of the general budget of the State

] foreign borrowing.
[} domestic borrowing.
] inflationary financing (cash issuance)
] financing through the accumulation of arrears.
[ withdrawal of foreign exchange reserves

The researcher found through this chapter that the general budget
preparation in Egypt is abused by numerous shortcomings and lack of
integration at a time when international organizations called for The need to
develop public budgets .In spite of several advantages in the new budget
classification in Egypt but it has been linked to the traditional manner (line-
item budgeting) which pays all its interests in the preparation of the budget
for the input only (spending) and does not pay any attention to the outputs of
the results of services , business , and various activities provided by all state
units and its departments to the citizen and this traditional method proven its
decrease ability and effectiveness in the guidance fair and control of the
resources of the state to the aspects of expenditure with integrity and
transparency, which contributed to the many serious flaws and disadvantages.
The third chapter dealt with, the development of the budget deficit in
Egypt and its funding sources at intervals of 1975-1976 until 2013/2014, the

development of public debt in Egypt and its sources of financing in the same

period.

The researcher concluded- through the data that was displayed- that the
deficit in Egypt characterized by a disruption of structural in the state budget
deficit due to the continuation of this for long periods with varying happen
from time to time prove that the structure of budget itself has a large defect,
and that, whether in the expenditure side or revenue .The increasing deficit in
turn is reflected in the public debt and the service of this debt; which make up

90% of GDP and thus exceeds the internationally accepted ratio of 60%; and

\Y
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this is what calls to the inevitability of the development of different strategies
to eliminate the gap domestic and external debt which affects the financial
stability in general in Egypt and on the state budget deficit in particular.

The fourth chapter dealt with, a reflection of the deficit problem in

Egypt's relations with the International Monetary Fund and the presentation of
the experiences of economic reform in some countries and the lessons learned
from them, (Korea - China - Brazil — Indonesia)

The researcher concluded that the economic reform programs put by the
International Monetary Fund to treat imbalances in Egypt did not contribute,
and the so-called structural stabilization policies, in the treatment of the
problem of the budget deficit, as it is not all that arises from these
organizations fit the actual application in all countries.

As the researcher to the most important lessons learned from those

experiences in the development and treatment of the state budget deficit.

[0 Korean experiment, taken advantage of in the role of the state and its

official apparatus is the role of associate and assistant and supportive, not
bossy or dominant role . as well as sectors that carried out mostly private
sector bears the responsibility with the government agencies with mutual
respect and a deep interaction between them.

[1 Brazilian Experience, It is the success of the experiment that will not be

happened if there isn't a real popular will public and the awareness of the
importance of the advancement ., Brazilians with poor levels are to bear
the burden of austerity policies until the recovery of the Brazilian
economy, which produced and exported despite the presence of drug gangs
and how much you need Egypt today and after consecutive revolutions to
such popular spirit and determination to get out of the economic crisis.

1 As _for_the Chinese experience, it has shifted from the third poorest

country in Asia to the third-largest industrial nation after Japan and China,

VI
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and the tenth largest industrial nation in the world, and also was able to
control the budget deficit.

1, the Malaysian experience, it can be simulated Malaysian experience in

the transformation from line item budget to programs and performance
budget. the main points that can be simulated are doing the development
unit of financial management in the budget department tasked with doing
the work of the Secretariat and organized activities for the next stage of the
application of programs and performance budget .

1 _Finally Indonesian experience, The most important lesson learned from

this experience is the benefits of human resources through developing the
investment in human resources that starting from caring of the educational
system aiming at the depth of the love of system, work , competition , and
innovation by using both of the most modern educational ways and
scientific labs. Meanwhile linking education with the needs of labor
market.

The fifth chapter dealt with the first topic the following- :

The role of fiscal policy in controlling the budget deficit, through the

following policies:

[ First: - State policy to rationalize and activate the public spending.

1 Second: - maximizing the overall revenues of the state policy.

1 Third: structural policies.

[1 the wrong policies of subsidy conducted by the state contributed to the
increases the budget deficit. Specially the subsidy of petroleum products
which shows clearly that it represents large sums of total public
expenditure.

= that there is no symmetry between revenues and expenses, but there is
a clear and significant delinquency from year to year, thus an increase
in the state budget deficit from one year to another, where increasing

expenses significantly from a financial year to another and not offset
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by an increase in the revenues equally. In spite of the increase in
revenues, the coverage ratio of these revenues to expenditure has
failed to carry out the financial function in achieving a plenty of
proceedings and achieve the objective of the role of fiscal policy in
reducing the state budget deficit and it clearly demonstrates by
estimating the sensitivity coefficient of government revenue to the
change in government expenditures In Egypt (2001/2002 - 2012/2013)
the recorded results indicates to the average in the period that the
indicator is less than one, and that means there is a gap between the
growth of spending and revenue, paving a tendency to increase the
state budget deficit.

The financial policies and attempts to financial reforms undertaken by
successive governments in Egypt did not lead to achieving its goals in
the treatment of impotence or mitigate the economic and social effects
that brought about, which is evident in the growing and the worsening
of the deficit year after year, as explained in the previous chapters,
although the financial policies, It was critical for that policies to play
an important and influential role in achieving financial stability if they
are used efficiently and effectively, and we can say that the nature of
the financial reforms that have been pursued not agree with the nature
of the budget deficit.

The wrong subsidy policies adopted by the state contribute to increase
the budget deficit , specially subsidy of petroleum products that shows
clearly that the subsidy of petroleum products occupies a large
proportion of total public expenditure as explained in the previous
data, and in the beginning of disclosure of petroleum products subsidy
- which were hidden previously -in the fiscal year 2005 / 2006 the
percentage was about 20.1 % and hovered between increases and

decreases until the end of the fiscal year 2013/2014 reaching to about

VIl
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18.0 % , and on the other hand, has reached the outgoing item on the
subsidy of petroleum products in the period of the fiscal year
2005/2006 until 2013/2014 fiscal year to 680,778.5 million pounds
SO, structural measures should be taken and work on the restructuring
of the subsidy system , with the need for the proper identification of
the actual subsidy , not hidden or virtual subsidy of petroleum
products , which are benefit for large solvency classes and more than
for poor and low-income classes.
= The economic reform programs which put by the International
Monetary Fund to treat imbalances in Egypt did not contribute, and the
so-called structural stabilization policies, in the treatment of the
problem of the budget deficit, as it is not all that arises from these
organizations fit for the actual application in all countries.
While the second section deals with the summary of the research and
findings of the study and future vision proposed for the treatment of the

budget deficit in Egypt.
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