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Abstract

This study aimed to analyze the impact of fiscal reform policies on public
expenditure efficiency in Egypt during the period (1991-2023), through the
construction of a composite index for public expenditure efficiency, The
hypothesis of a positive relationship between fiscal reform and expenditure
efficiency was tested, and the results provided partial support for this
hypothesis. Specifically, a significant positive relationship was found
between tax revenues as a percentage of GDP and expenditure efficiency.
Conversely, the findings revealed a negative relationship between the size of
public expenditure and efficiency, due to weak allocation and lack of
oversight, reflecting the Egyptian economy's reality, where current spending
and untargeted subsidies have been prioritized at the expense of productive
and social expenditures.

A relative improvement in expenditure efficiency was observed during
reform periods, particularly between 2005 and 2010, despite persistent
structural and institutional problems such as weak transparency and the
absence of program-based and performance budgeting. Additionally,
macroeconomic factors, including exchange rate instability, negatively
affected expenditure efficiency, while the impact on social spending was
limited.

Based on these findings, the study recommends adopting program and
performance budgeting, restructuring public expenditure to enhance
investment and human development allocations, improving public debt
management, strengthening financial transparency and oversight, controlling
inflation, and achieving macroeconomic stability. It also emphasizes the use
of periodic composite indicators to measure expenditure efficiency and
evaluate fiscal policies.

Keywords: Fiscal Reform Policies — Public Expenditure Efficiency.
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(*®)- OECD (2008). Handbook on Constructing Composite Indicators: Methodology and User Guide.
Paris: OECD
Publishing.
- UNDP (2020). Human Development Report: Technical Notes. New York: United Nations Development
Programme.
- Alkire, S., & Foster, J. (2011). Counting and Multidimensional Poverty Measurement. Journal of Public
Economics,Vol 95, Issue 7 . pp 476-487.
Booysen, F. (2002). An Overview and Evaluation of Composite Indices of Development. Social
Indicators
Research,Vpl 59, Issue 2, pp 115-151.
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(* ) -World Bank. (2007). Egypt: Public Expenditure Review. Washington, D.C.: World Bank, Report No.
40198-EG.

- International Monetary Fund (IMF). (2010). Arab Republic of Egypt: Selected Issues. IMF Country
Report No. 10/94. Washington, D.C.: International Monetary Fund.

vyY



e B plall BLESY Bolasm e M) 2 o) Crlaslas 30

(- dades e Gubwa 3 Al Ao Al (Y-TYVAAY) BRGH I

Allae gl dalall o o)y L) A e S Lae o Y0V E=Y VY i) Al
.e.c.ﬂ\
Y A AN Ladis ) adianl) gl ool 3 ecbaailly Al dsyal) o2 il
slel culj Al () Saadl plad) B aala LS oladay) GEY) B )
Gl Ao Laial) Aland) Caadl )y Cilagiad ) Adlal) Aabaad) coiid) S . o)
aladay) e
(2014-2023) Adlelid) AdSugl) ciladlaly ¥+ ) ¢ 3y La ddajpe -V
el 30 jeae Y11 Gle ol dll Seaia ae yaa Gl ads lie]
tele daidl (JalSia e 2Oz
YOV aadgi A Capall gas et e
(YT A Y () Al dadll Ayyn ) Cland) Aygpm Jigad e
JiS zalip) il g aed dbal il acy Uapad aedll dSa sale) o
(bS5
Al cileaally Aaatll Aad) 8 aSal) L) g o
dasally adedll Glacade saly) Jie (B 3l e (amy uad b Gl aal N
OV Y cpall deads alall aall gyl o V) cClsiad) (amy 3 5 (milh Gany s
LM Glay) el Glag,
() Ot (Y) Jsandl DA (g
Lgaall o) Yo YY 8 %7 ) Ul oo S Asal) cpal) 8 Bgala (alid) e
U 8 Gl T Sy cAadall
YT Geladole oS8 (%0.Y xie dad ) Ya¥Y L KU Saall Guad e

allall 2 el g dadcaill Ja grall daiis %A1
ol e Blagi ST U8 den il dni aally alal) GUSY) (e ApudiS po )l i o
5ydlia A

e pali 4 (%1 ) diag) YoYY s daal) o WY B ol Guad e
XYY b gal

("*) IMF. (2022). Arab Republic of Egypt: Staff Report for the 2022 Article IV Consultation. IMF Country
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(") IMF. (2022). Egypt: Staff Report for the 2022 Article IV Consultation.

(2" ) El-Mahdy, A. (2018). Public Spending Efficiency in Egypt: An Empirical Analysis. Journal of Economic
Studies, Vol. 45, ISSUE 2, pp. 234-250.
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(*) IMF. (2023). Egypt Economic Monitor.
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(**) United Nations Development Programme (UNDP). (2023). Human Development Report 2023.
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1993 42.60 56.00 76.81 65.90 73.35 4.30 1.90 55.49
1994 43.92 56.50 76.68 62.60 70.84 5.60 3.10 53.76
1995 41.86 57.00 76.57 55.70 66.12 5.20 3.80 53.98
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1997 43.03 58.00 76.38 38.20 64.23 6.00 4.00 56.25
1998 41.95 58.50 76.31 38.10 65.72 9.40 4.70 49.05
1999 44.30 59.00 76.24 34.30 70.45 8.20 7.20 47.20
2000 42.69 59.50 76.18 29.20 72.21 6.60 9.20 44.98
2001 40.36 60.00 76.12 29.30 81.00 4.90 10.90 38.97
2002 36.95 60.50 76.07 34.90 87.02 4.30 11.70 32.12
2003 38.10 61.00 76.02 38.00 88.66 2.60 6.00 41.62
2004 40.61 61.50 75.98 39.90 89.66 1.40 9.00 39.81
2005 42.27 62.00 75.94 34.20 94.77 2.20 9.90 37.67
2006 45.42 62.50 75.90 28.90 95.05 1.60 9.20 42.52
2007 49.95 63.00 75.87 26.50 84.69 4.50 5.70 51.74
2008 50.69 63.50 75.84 20.80 73.47 5.60 6.90 54.60
2009 51.62 64.00 75.81 18.70 72.62 6.70 6.60 54.95
2010 55.28 64.50 75.78 16.80 73.45 5.20 7.90 57.72
2011 51.57 65.00 75.76 14.90 76.27 4.20 9.70 52.71
2012 50.47 65.50 75.73 14.40 74.14 7.90 9.90 47.70
2013 50.12 66.00 75.71 16.10 82.12 6.30 12.00 42.90
2014 49.90 66.50 75.69 13.70 85.29 8.40 11.30 40.23
2015 48.74 67.00 75.67 15.20 86.74 8.50 10.60 39.25
2016 48.89 67.50 75.65 20.80 96.70 9.60 9.80 34.03
2017 47.54 68.00 75.63 34.10 87.18 12.80 8.50 31.89
2018 47.53 68.50 75.62 37.90 79.15 9.90 9.10 37.10
2019 48.60 69.00 75.60 36.10 76.47 7.80 8.00 43.45
2020 48.04 69.50 75.59 34.50 77.11 7.20 7.60 44.40
2021 51.06 70.00 75.57 34.40 87.09 8.70 7.10 41.59
2022 52.47 70.50 75.56 34.20 80.36 6.80 5.30 50.31
2023 53.42 71.00 75.55 40.30 63.73 10.73 8.60 46.84
Jassgiall 46.39 63.00 76.01 35.36 79.32 6.33 7.72 45.50
dad el 55.28 71.00 77.14 87.20 100.00 12.80 12.00 57.72
iad ol 36.95 55.00 75.55 13.70 63.73 1.40 1.90 28.07
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(*®) (IMF; 2017). Country Reports: Arab Republic of Egypt. Washington, D.C.
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acally Al aca e alae¥) aiul daa dadlind gyl s agag o glall Glay)
Al ecae aty sk el

PGl il Alasia )y BUSY) Cilagiad A Clgad v

:Ad)8 gandll e sadl) aa (BASY) Aaglga are—|

Ol aae g layly S el e Aplad) LSl 8 eVl aladl Byl ag (S
Agaal) e jlls adaill Jie dalad) lexdll sasa o 5 Las cdand) (s B

tlgiaN) gailly FEN Cp Aadl) Byl Gl —@

(*) OECD (2019). Budgeting and Public Expenditures in Egypt.
(*") (World Bank, 2020). Egypt: Public Expenditure Review. Washington, D.C.
(*®) (Transparency International, 2021). Corruption Perceptions Index: Egypt Report.
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(1) O Y1 @l xie B sla i Xy ) Alaa¥) Aaad) gl [ Lyl ol -
SV eda) dish Dia e Talas) el sy sia o (gsiad AL o ) ks 13y
Y aad 3piall Laplall Aagill o3 uSaig (Jo¥) G 38h s Aludes ) Lebisad oSa
A7) ma g Cpe A L@ cpailly AL DY) Jl b el Jaeaal
s ¢ 1(0). sl die Diise sl o Xp) Alaa¥) daal) @il / Lalad) clids)) -
il e aipll e bl 558 A G byfise clilal Gaca calls dull el of 18
Aalall 5o ol Zagaill B el 1) AlSal e e 13y Bl ClSa 8 A
(ml JG e Ll Blasdl 3 LpasSal) clbid) 50 US Sy calipns )
il Jae o ) e 13ag 1(0)ssinsd) die s sla 2( X3 ) pddadl) Jaa —¢
Lsia Jon @y OIS Js casana e Uaelad Kol iy ol dubpall Jae 35380 (P jeae
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L) Bl s e il o 50l gy S Al Laal
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(sl (g5l (gradl 4uall goady meill Gl ae dals ADU Sl jlae o jas

(29 Gujarati, D. N., & Porter, D. C. (2009). Basic Econometrics (5th ed.). McGraw-Hill. pp. 709-713
(*®) IMF (2023). Fiscal Monitor: On the Path to Policy Normalization. International Monetary Fund.
(3' Ministry of Finance (2023). Financial Year Budget Performance Report. Government of Egypt

( World Bank (2023). Global Economic Prospects — Egypt Chapter
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O Ut LSz hpall danh) Ji sl 13gd J¥1 @l 38 550 K5 dagill bdag
(_3\3.1‘;}!\ 3 &S ‘;r_ ).:j.u ‘;‘Jﬁ\ L8y | dSJA ‘55 )s:u.m Br-%} e aic g.i)gal\ P

) a sl

e Lty ¢ 1(0)sinal dic e X3 X2 ¢ Yl any of geaalgll (ga
Z3lal alaainl Gemy Vel (1) byine maall 1 Gl L) zlas X4 ¢ XD g4l
dalise JalS3 Citlyay Chlpiia 3sms Y c(3g ) Aallas (50 53l (OLS) dnlie¥) ddasl)

Dty zigad aadin Al sda g ¢ (Spurious regression).ady mil ) (o
JalSs Ciie (30 e ey ey 4 ¢ (ARDL Model)ie)sall dgieill cilsmill 313

L) Jel 2 o il (e s 0585 YT Ja i ddlise

:(Unit Root Test) daagll jia JLadl) duiejll Abeded) ¢y g8 JLEA) (£) Jgaa

LSS I(1) Js9 Gl 1(0) s 2
sl e
J Qs sty = e sy (i) olaly s L e
0) obs20ss -3.511038 _-3.019191 Ustatiscs |
0.6890 0.0551 0.0437 p-value
) 6717087 -6.660775 -6.815234 -0}376949 -|3T4_12417 | :1?405375 t-statistios ||
0:0000 0.0000 03284  0.0675 0.5673 p-value | |1
-0438978 -3.686992  -3.258435 t —statistios | x
v 05163 0.0380  0.0256 p-value
-3.74684 -4.05013  -17253582 -3.638574 | 37176312 t-statistics ||
" 01887 00421  0.0309 p-value
-3.648641 -4.211985 -3.961787 1888847 -1.169531 0.670734 t —statistics
(U o007 00119 0.0047 09838 0.9000 0.9895 p-value j

(**) Central Bank of Egypt (2023). Monthly Statistical Bulletin — Exchange Rates.

(34 ) Pesaran, M. H., & Shin, Y. (1999). An Autoregressive Distributed Lag Modelling Approach to
Cointegration Analysis. In Econometrics and Economic Theory in the 20th Century (Cambridge
University Press).
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)
Asymptotic:
n=1000

F—statistic 5.219265 10% 2.2 3.09
k 4 5% 2.56 3.49
2.5% 2.88 3.87

1% 3.29 4.37

 daghall Ja¥) B ABSall ja quilidl Sy ppuaddl) )
: A Jsaal) b ey Ganli oSy

sl H Lol H il ‘
R-squared H 0.938 H 32 g e gag calall (BLAIY) BelS B Al e %A YA Zagadll }m‘
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0.867 g isalll 848 2S5 cclpiial) s Glaeal) b 3L Jonall jpudil) Jond
R-squared )
13.22 ) . . .
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(p = 0.000017)

Durbin-Watson
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(P = 0.0001). 13> ddle: dilaay) AYA o
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Viads Gase o ol

(35 ) Tanzi, V., & Zee, H. H. (1997). Fiscal Policy and Long-Run Growth. IMF Staff Papers

(36 ) Afonso, A., Schuknecht, L., & Tanzi, V. (2005). Public Sector Efficiency: An International Comparison.
Public Choice
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Sashall Ja¥) b ABlall yadi guilid (1) Jgaa

Variable Coefficient Std. Error t—Statistic Prob.

X1 3.655664 0.689606 5.301091 0.0001

X2 -0.456016 0.843013 -0.540936 0.+.77

X3 0.289553 0.226201 1.280067 0.v229

X4 -3.252710 0.969122 -3.356348 0.0052

Cc -71.05223 33.96082 -2.092183 0.0566
R-squared 0.938495 Mean dependent var 45.22448
Adjusted R-squared 0.867527 S.D. dependent var 7.494969
S.E. of regression 2.727928 Akaike info criterion 5.146063
Sum squared resid 96.74066 Schwarz criterion 5.900433
Log likelihood -58.61792 Hannan-Quinn criter. 5.382323
F-statistic 13.22430 Durbin-Watson stat 2.505417

Prob(F-statistic) 0.000017
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ECM Regression

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(X1) 1.434015 0.245644 5.837782 0.0001
D(X1(-1)) 0.031698 0.431430 0.073472 0.9425
D(X1(-2)) -1.226968 0.270000 -4.544329 0.0006
D(X1(-3)) -0.676900 0.222985 -3.035634 0.0096
D(X2) -0.652903 0.158446 -4.120663 0.0012
D(X2(-1)) -0.886846 0.305617 -2.901819 0.0124
D(X4) -0.185084 0.336297 -0.550357 0.5914
D(X4(-1)) -1.088211 0.408989 -2.660731 0.0196
D(X4(-2)) -0.521055 0.327709 -1.589992 0.1359
D(X4(-3)) -1.367727 0.344526 -3.969874 0.0016
CointEqg(-1)* -0.557841 0.084716 -6.584835 0.0000
R-squared 0.850165 Mean dependent var -0.238621
Adjusted R-squared 0.766924  S.D. dependent var 4.801968
S.E. of regression 2.318293  Akaike info criterion 4.801236
Sum squared resid 96.74066  Schwarz criterion 5.319865
Log likelihood -58.61792  Hannan-Quinn criter. 4.963664
Durbin-Watson stat 2.505417
tl ) paldd
LSJA]\ ‘;:; LA:\M Y ‘dl&.\\g\ ITAES u:\.\.aaﬂ GJ)M Ba.a.\:; d:mi (Xl) 5\."%)&\ Q‘Jbﬁ” -
il

cpladl AW 1) ol ) 525 8 3o Sy ) Al 13 (Xy) Aalal) ctaasy) -y

\A



AYY0 pgisal A0yl S deadall Al (L gyl ) aal ) ddadl

&b aaled Cags ppaill ad) e Galu 55l dalsall (e 2y (Xy)  cipal) s =Y
 ASU LY )il A i
oY) clpdl Alad Y all sl A0iSa) we JaY) Aligh Aull ABL il
LS sl e il 8 Al
A L a0 sy
(X1) Gyl Y e olad¥) dalal L ABDe 3535 ) saile L) 3l i
Vo e Jy lae P =0.090 5 F = 2.645 dad caly cum ¢ (Y)aladl Glasy) selis )
laad)l ZUl e 3 Lyl @l ol o 0 Aagill sdas %)+ (ssiue N
Ol i (S Lo s colall YD 3elS 8 Al bl i peadt JlaaY)
Aad) BEY) et e Ll (5% Al Sl g el Gligiae Gias A sl
e ey sk Alle lub ) & 2y cupall Juasil) G813 Law Y el
oLy
Gl (Capal) o Xy ccpnnzmill Xy calall guall Xp) clpiial) 38y el o Juliall i
oty cchriall oda o eda) Naag Lalell Bl 3l gal Alas) AV G A WD
ol Jae mhgall b Y 8ol Hd5e o il o ST 1 05 ) il Lgaal
bl Jae duejll syl A
t g LBy el
Mlsa & Cpenill G (e aladl BlaY) 56 iS5 Ay pall lalp) C Ad) ADD -
@& Aalh ol @l 4y Bass el e Blag eSaly 8 dgypall Al
S e liS ady Le sag cdpe Laia V] Cileadldls daill 4l Sl
o Ll o Sy 385l ) Gl gl il e A ADle dgag a2
cJshl ey sl (sl 8)dla e sl e iy il pusial

vye



(> dA20 Ul Slme

e B plall BLESY Bolasm e M) 2 o) Crlaslas 30
gl Adheles Ay (Y-YY—1441) G20 36

i A L () doa

Null Hypothesis: Obs F-Statistic Prob.
X1 does not Granger Cause Y 31 2.64524 0.0900
Y does not Granger Cause X1 0.95705 0.3971
X2 does not Granger Cause Y 31 1.22109 0.3113
Y does not Granger Cause X2 0.69809 0.5066
X3 does not Granger Cause Y 31 0.10951 0.8967
Y does not Granger Cause X3 0.28882 0.7515
X4 does not Granger Cause Y 31 0.13176 0.8771
Y does not Granger Cause X4 1.56596 0.2280
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