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ABSTRACT

In this study the effect of public debt and monagy on inflation in Iran with emphasis on thecstheory of
the price level (FTPL) has been studied. This stimbk place by the use of Auto Regressive Distgdutag Method
(ARDL) for the period of 2000-2005 (seasonal). Attracti@lculation of short term and long term calcolasi and Error
Correction Model (ECM) shows that the fiscal theorfythe price level in Iran is positive and statially significant.
Survey results also shows budget deficit effectr@nconsumer price index during the year of 2000402 (seasonal) that
true volume of money and short and long term salddis has positive and significant relation with domsumers’ price
index. Error Correction model also indicates tihet ¢éstimated effective policies in the long termehbeen in a way that

annually about 34 percent lack of balance in patemodified to balance.

KEYWORDS: Public Debt, Supply of Money, the Fiscal Theorytlé Price Level, Error Correction Model, Auto
Regressive Distributed Lag Method



