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Assessment of the Treasury Bills Effectiveness
in Financing the Public Budget Deficit of the State within
the Frame of Public Fiscal Sustainability
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Abstract

This study tackles an assessment of the effectiveness of Treasury
Bills (T-bills) in financing public budget deficit in the light of the
Egyptian economy public Fiscal sustainability. The study takes its
importance from the significance of the issue of public budget deficit
from which the Egyptian economy chronically ails for long, and which
has economic and social impacts on society. Therefore, the study
attempts to seek alternatives or complementary tools to finance this
deficit with less negative side effects as possible.

The study focuses on analyzing T-bills starting from the fiscal
year 2002/2003 up till now, with reference to the results obtained
through applying the Egyptian economic reform program during the
1990s in partnership with the International Monetary Fund (IMF) and
the World Bank, which witnessed the primary issue of T-bills on 3rd
January, 1991. This analysis is due to the deviation of this tool from
its primary objective of financing the public budget deficit into
a reason for more deficit and an endless circle of debt accumulation
without any serious attempts to break this circle, in addition to what
resulted from it of undesirable impacts.

The study utilizes both descriptive and analytical approaches
according to research needs. The study presents the definition and
description of T-bills, its importance, and economic objectives,
in addition to reviewing related literature in an attempt to find out to
what extent T-bills affect and are affected by primary economic
alternatives. After analyzing the structure of public revenues and
expenditure to reach a diagnosis of the real causes of deficit and its
nature so as to identify the most appropriate way of dealing with its
expansion, the study analyzes the dependency on T-bills to finance
public deficit and measures to what extent the T-bills are considered
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an appropriate tool to finance public deficit. Moreover, the study
illustrates the impact of T-bills on four primary economic alternatives
(public deficit, public domestic debt, saving and investment, and

inflation).

The study also discusses the concept of fiscal sustainability
measuring it through three indices (primary surplus/deficit, tax gap,
overall revenues gap) so as to identify the direction of such indices and
the need for future policy reform in this respect. In addition,
it analyzes the extent of public domestic debt stability in Egypt.

Based on some success stories and best practices worldwide, the
study introduces the application of financial Sukuk in detail as an
alternative or a complementary tool for financing public deficit
in addition to T-bills to overcome the growing dependency

on borrowing.

Finally, the study comes out with a number of findings proving
that T-bills are unable to achieve fiscal sustainability, and that
financial Sukuk are considered an appropriate alternative
or complementary tool besides T-bills to finance public deficit.

Keywords:
e Treasury Bills.

¢ Financial Sustainability.

e Financial Sukuk.
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