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Abstract

The relationship between the general budget deficit and the new
monetary issuance is an important and controversial issue for academics
and economic policy makers. With the state’s intervention in economic
activity, the problem of deficits in the general budget appeared, which has
become a concern for those in charge of drawing up financial policy,
especially with the growth of this deficit, which may be a restriction on the
state’s efforts. To achieve its economic goals in the areas of stimulating
growth and reducing inflation rates through coordination with monetary
policy, which may be an option to bridge the deficit gap in the general
budget through new monetary issuance. Hence, this study aimed to
demonstrate the impact of financial and monetary variables, including
(new monetary issuance) on the budget fiscal deficit rates for selected Arab
countries and some Latin American countries. The study was based on the
hypothesis that the new monetary issuance has risks (negative effects) on
the budget fiscal deficit rates. In addition to other financial and monetary
variables that contributed to negative or positive effects in the short and
long terms in the countries of the study sample. Using the data collection
method (time series and cross-sectional), which 1s known as the panel data
model, to demonstrate the impact of financial and monetary variables
(including new monetary issuance) on the budget’s fiscal deficit rates. The
study reached a number of theoretical and analogical conclusions, the most
prominent of which are: High levels of inflation increase the complexity
of... The problem of the general budget deficit, as a result of the tax
revenues not responding to the increase with the rise in the general level of
prices due to the inflexibility of the tax system. Tests of the frontier
methodology in the sample countries showed the existence of a long-term
relationship between all study variables. Finally: the value of the error
correction coefficient appeared negative, significant, and less. of the
correct one in the countries of the research sample, as it reached (-
0.463669, -0.634623) in each of the selected countries: Morocco, Tunisia,
Egypt, Ecuador, Argentina, and Brazil, respectively, with a significance
level of less than (1%). These values confirm the validity of the long-term
equilibrium relationship. That is, the imbalance Balancing the model in the
countries in the research sample requires two years and two months in each
of Morocco, Tunisia, and Egypt, and one year and six months in Ecuador,
Argentina, and Brazil in order to return to the balanced situation.
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