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	Whether money causes movement in the general price level or not might be better understood with a differenced vector autoregression (VAR) model with error correction terms than with a simple regression analysis. The regression analyses of Bordo, and Schwartz (1981) were not sufficient to convince one logically that money is the cause of the movement of the general price level. The coefficients of the regression analysis only say that money and the general price level are correlated. A VAR model with error correction terms, however, can show not only whether there are long-run stable relations between the variables, but also what the impulse responses are in the model. The meaningful impulse responses among economic time series are obtained under the reasonable order of the variables. A directed acyclic graph (DAG) model proposed by Spirtes, Glymour and Scheines (1993) enables us to construct the order of the variables in the model using partial correlations. The recursive structural model proposed by Swanson and Granger (1997) offers a simpler way to find the order of the variables. The Swanson and Granger method is, however, more restrictive than the DAG approach because Swanson and Granger use only first order partial correlation. Two results will be compared. In terms of cointegration relations, the model which consists of five variables, which are the ratio of money to output, the general price level, relative price between wheat and coal, and the short-term and long-term interest rates, shows that the long-run relation between money and the general price level is not overwhelming when considering the extended time period of 1869&ndash;1957 compared to the time period of 1869&ndash;1914 which Bordo and Schwartz (1918) studied. 
  


