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The Role of Fiscal Policy in Integrating the Informal Economy
in the Egyptian Economy
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Abstract

Egypt suffers from the large size of informal economy, which causes many negative
effects on state, the official economy, society and the consumer, in addition to the loss of a
large part of the revenues to the state’s public treasury represented in (taxes, social insurance
contributions, licensing fees, ... and others). So, there is a necessary need to integrate this
economy and legalize its conditions. In light of the foregoing, the study examined the role that
fiscal policy (public spending policy and tax policy) can play in integrating the activities of
the informal economy into the Egyptian economy.

The aim of the study is to reach the mechanism through which public spending policy and
tax policy can be used to encourage informal economic activities to integrate into the formal
economy voluntarily and without coercion.

The study continued with a set of results, most notably that the state can use the public
spending to integrate the informal economy by providing appropriate working conditions for
workers in informal activities and reducing the cost of moving to the formal economy, which
is reflected in an increase in desire and motivation to work formally, as well as the use of many
tax policies that encourage and stimulate informal activities to join and work under the official
state umbrella.
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