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Inflationary Financing as a Means of Controlling the Budget Deficit with
Reference to the Experience of Algeria
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Abstract:

This study aims at highlighting the economic effects of the inflationary financing
mechanism on the Algerian economy and the extent to which the budget deficit has
developed in light of it. The non-traditional financing mechanism involves the creation of
a quantity of money without coverage. This policy, which is considered a deficit financing
or inflationary financing, is intended for the increase in government spending. Because the
issuance of new money that is not covered results in a rise in prices and these pressures
vary in strength depending on the flexibility of the production system.

Algeria has adopted the inflationary financing mechanism to finance the public budget
deficit, but it is directed towards the payment of wages, bills of support for consuming
goods, public investment bills and others. This may cause serious repercussions in the
medium and long term if this process is not accompanied by a strategy of development
that is well-founded and based on scientific and economic principles.

Key words: Budget deficit, inflationary financing, public revenue, expending, non-traditional
financing in Algeria.
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