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Abstract:  

This research aims to determine the reality of the relation between inflation 

and the deficit of state budget in the Algerian economy during the period 2000-

2016. The results of the analysis study showed that there is a positive relationship 

in the short term between inflation and The budget deficit, this relationship is in 

one direction from the budget deficit to inflation. 

The study also showed that the response of inflation rates is late three years 

after the financing of the deficit (injecting big amounts of money). The increase in 

the budget deficit for the period t-3 by 1% causes the increase of inflation for the 

current period by:0.24% 

Finally, we conclude that the increase in the deficit causes high inflation 

rates in Algeria. 
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