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s paper examines two policy views in eeononie literature on the rclal:'n.‘rlmhip

sett inflation and economic growth in the context ol Sn Lanka. It is widely

and hence cconomic growth. Moderate inflation supplements retum 1o
s, enhances investment, and therelore, accelerates econumic growth of the
try. The main objective of this paper is to exanine empirically this controversial
for Sri Lanka, This is tested using a Regression Analysis technigque, Unit Root
Teat and co-integration, The unit rool test 15 initially performed to find the stationary
perties of the each time serigs. To test the long run relationship F-test is used.
Veector error correction is further emplayed and performed to mvestigate the short run
; dynamics of the relationship between inflation and economic growth. Annual d}m on
(GDP and Inflation Rate for the periad of 198010 2013 is used in this rescarch, Further,
an assessment of empirical evidence has been used Tor driving the conclusion. The
study proved that the interest rate Has wimor relationship with GDP. Thesé results have
Cimpartant policy implications on inflation and economic growth of Sri Lanka,
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