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Abstract 

In the current research, by applying the Barrow model and using the Kalman filter 

approach and the concept of implicit trend by introducing an unobservable variable, the 

relationship between inflation and economic growth in Iran during the period of 1974-

2022 was investigated. In this research, the variables of capital stock, labor force, life 

expectancy, literacy rate, exchange rate margin, inflation rate, inflation squared and 

gross domestic product were used. Also, in order to compare the results of estimating 

the effect of inflation on economic growth and to examine the long-term results, the 

autoregressive distributed lag model (ARDL) was used. The results indicate that the 

threshold level of inflation is 16.9% in the short term and 9.4% in the long term. 

Therefore, it is recommended that the targeting of the inflation rate lower than these 

levels should be considered. Also, the relationship between labor force, capital, life 

expectancy and literacy rate variables with positive and significant economic growth 

was estimated and the negative relationship between exchange rate margin and 

economic growth was confirmed. Therefore, to increase economic growth in Iran, the 

policies of increasing employment, increasing capital stock and reducing the exchange 

rate margin are recommended. 
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