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Abstract 
Most schools agree on the economic impact of inflationary monetary policy in the long term, as proved 

many historical facts the risk of excessive money supply growth and its negative impact on the national 

economy and its imopse too many of the economic crisis. 

As for monetary policy, as it has an inflationary impact, so it, also  has a developmental impact to 

stimulate the local output in the short term, on the one hand, and the accumulation of that effect over a 

certain time scale, it could lead to the expansion of the capacity of the economy, energy (potential 

output) on the other. 

So this study tend to follow-up the developmental impact of monetary policy, but in the long term, to 

prove the validity of the assumption of there is a development impact of monetary policy in the long 

term or not, as the monetary policy in the short term determine the average direction of monetary 

policy in the long term. 

Therefore, if a country follows an expansive monetary policy on an annual basis, in a period of ten 

years, the direction of monetary policy has to affect on each of the actual output and potential output at 

a certain extent. So, this study highlights the developmental impact of monetary policy on the output 

gap, which implies the developmental impact of monetary policy on economy in long-term, and its 

application to the U.S. economy, which is characterized by an active and diverse economy, 

and exposed, at the same time, many of the economic crises. 
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Year       

1995 9113.92 124900 13232.9 8873.33 8996.848 117.07 

1996 9436.23 126709 13956.8 9113.92 9300.48 135.75 

1997 9839.22 129558 14763.1 9436.23 9686.885 152.34 

1998 10254.4 131464 15683.5 9839.22 10050.16 204.24 

1999 10702.5 133488 16706.2 10254.4 10448.39 254.11 

2000 11092.7 136891 17784.4 10702.5 10941.59 151.11 

2001 11178.8 136933 18744.8 11092.7 11208.13 -29.33 

2002 11355.3 136485 19617 11178.8 11422.09 -66.79 

2003 11840.8 137736 20507.5 11355.3 11739.28 101.52 

2004 12260.1 139252 21458.4 11840.8 12088.41 171.69 

2005 12638.4 141730 22428.2 12260.1 12498.33 140.07 

2006 12970.9 144427 23340.2 12638.4 12905.02 65.88 

2007 13228.4 146047 24117.8 12970.9 13212.49 15.91 

2008 13231.2 145363 24670.6 13228.4 13324.98 -93.78 

2009 12882.4 139878 24628 13231.2 12996.22 -113.82 

Sources:-  

1- International Financial Statistics, IMF, various issues. 

2- World Bank Indicators. http://www.worldbank.org 
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1995 117.07 3666 134.70 3521 3504 145.2 4.12 

1996 135.75 3835 19.30 3666 3521 169.3 4.62 

1997 152.34 4055 -86.60 3835 3666 219.6 5.73 

1998 204.24 4400 -276.80 4055 3835 345 8.51 

1999 254.11 4659 -346.70 4400 4055 259 5.89 

2000 151.11 4941 -460.10 4659 4400 282.5 6.06 

2001 -29.33 5466 27.71 4941 4659 524.6 10.6 

2002 -66.79 5814 413.44 5466 4941 348.4 6.37 

2003 101.52 6093 544.48 5814 5466 278.9 4.8 

2004 171.69 6436 520.48 6093 5814 342.5 5.62 

2005 140.07 6696 402.89 6436 6093 259.9 4.04 

2006 65.88 7095 272.83 6696 6436 399 5.96 

2007 15.91 7522 385.06 7095 6696 427.7 6.03 

2008 -93.78 8249 930.74 7522 7095 727.1 9.67 

2009 -113.82 8550 1788.73 8249 7522 300.4 3.64 

Sources:- International Financial Statistics, IMF, various issues. 

2- Government Spending in United States for years (1995-2009), Internet. 

http://wwww.usgovernmentspending.com 
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