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Abstract

Inflation affects the budget deficit in two dimensions: income (Tanzi hypothesis) and expenses
(Patinkin hypothesis). Understanding how inflation affects the government budget deficit in different
countries can provide the basis for controlling inflation and reducing the budget deficit. To this end, the
present study simultaneously examines the impact of inflation on government budget deficits in selected
developed and developing countries using annual data for the period 2019-2000 despite the coronavirus
epidemic in November 2019. For this purpose, first using the Quantile panel, it has studied the effect
of inflation on the budget deficit in developing countries (almost with high inflation) and then
developed countries (low inflation). The results of model estimation in both groups of countries show
the effect of inflation on the budget deficit, but in two different cases. In other words, this effect in
developed countries indicates that both the Tanzi effect and the Patinkin effect have been established
in these countries, but in the group of developing countries, the Tanzi effect due to Patinkin is
predominant. In fact, the results in countries with higher inflation show that as a result of rising inflation,
the government budget deficit has increased. On the other hand, different levels of inflation in
developing countries, the existence of a non-relationship It also confirms the line between inflation and
the budget deficit. Because the results show that in the lower deciles, the impact of inflation on the
budget deficit is greater than the primary and middle deciles, which can be due to the negative impact
of the Corona virus on businesses, increasing government spending, as a result. Rising inflation and the
negative effect of inflation on the government budget deficit.
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