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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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Wendy Carlin and David Soskice, Macroeconomics: Imperfections, Institutions and Policies, 
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1- International Financial Statistics, IMF, various issues. 

2- World Bank Indicators. http://www.worldbank.org 
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2004 171.69 6436 520.48 6093 5814 342.5 5.62 

2005 140.07 6696 402.89 6436 6093 259.9 4.04 
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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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