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THOMAS J. CUNNINGHAM

Researchers interested in testing between the Real Bills doctrine and the Quantity Theory
approach to in�ation in the face of rapid, de�cit-�nancing money growth are confronted by an
observation equivalence problem. This paper identi�es a data set which resolves the dilemma and
tests the two in�ation models. The results provide clear evidence supporting the Real Bills doctrine,
that the value of assets backing money determines its value, over the Quantity Theory.
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