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Abstract

This study aimed at determining the direction of the causal relationship between the budget deficit and inflation using annual data for the period 1990-
2022. In order to achieve the objectives of the study, the self-regression model was used instead of the joint integration model because of the
unavoidable condition of stability of the data at the same level. The Granger test was also applied for causation. The results showed a one-way causal
relationship between the budget deficit and inflation. Inflation rates can be reduced through economic policies focused on reducing the budget deficit,
including developing and diversifying the production base and reducing government spending.

Keywords: budget deficit, inflation, causal relationship, granger, self-regression model.
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