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A Suggested Method to Estimate
the Potential Output

Potential output is the level of output that can be produced at a level of
full employment. The importance of potential output that it's reflects the level
of output that can be produced without undesired inflation. Then the policy
maker will be able to depend on the level of potential output in relation with the
level of actual output (or what might be called output gap) as an indicator of
loss in production capacity when it exceeds the actual level of potential output.
Otherwise, it means a stress on the resources, and may lead to inflationary
pressures when there is no flexibility in the possibility of production, or may
lead to an additional catalytic effect of the economy when there is complete
flexibility in the possibility of production. As a result of the importance of the
potential output variable and depending on the logic of economic theory, the
research has tried to device an easy way, different from the ways that depend
on a complex time series ways. The devised method has been applied on the
Iraqi economy, and the significant results were obtained.
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Lot il dasiieeal) cilibldl g gilill 5 gad g 81 jal) SaBM (iSaal) geilil) il ypadi
(AN il g pilal) cpdlay ¢ jadl g gilil) cilily ) (Yo 2 V-1944 ) Baall

(%\ vV AAA )
<) A i) ks -
) giaal S;n oelalad 2 | S o S;d\ il ‘:‘f""‘
Sea¥) J GhbEe | ogaa | B
1090 | 29711.1 | 930280 | 101475.6 | 18826.2 | 55301.6 | -25590.5
1091 | 10682 | 920950 | 89156.21 | 297111 | 14243.8 | -3561.8
1092 | 14163.5| 852705 | 89249.92 | 10682 | 11960.1 | 2203.4
1093 | 18453.6 | 818076 | 95548.4 | 14163.5 | 31454.4 | -13000.8
1094 | 19164.9 | 831523 | 95599.39 | 18453.6 | 32133.9 | -12969
1095 | 19571.2 | 854093 | 95621.07 | 19164.9 | 33063.1 | -13491.9
1096 | 21728.1 | 853044 | 95630.86 | 195712 | 33055.6 | -11327.5
1097 | 26342.7 | 860733 | 95671.16 | 21728.1 | 33481 | -7138.3
1098 | 35525 | 853307 | 95728.3 | 26342.7 | 33387.6 | 2137.4
1099 |41771.1 | 854278 | 95825.39 | 35525 | 337453 | 8025.8
2000 | 42358.6 | 880756 | 96022.86 | 41771.1 | 35403.8 | 6954.8
2001 | 43335.1 | 924397 | 96343.63 | 42358.6 | 38122 | 5213.1
2002 | 40344.9 | 966357 | 96575.91 | 43335.1 | 40484 | -139.1
2003 | 26990.4 | 1048332 | 88849.84 | 40344.9 | 18072.1 | 8918.3
2004 | 41607.8 | 1221255 | 89152.8 | 26990.4 | 25644.1 | 15963.7
2005 | 43438.8 | 1454076 | 89758.34 | 41607.8 | 36492 | 6946.8
2006 | 47851.4 | 1728600 | 90961.85 | 43438.8 | 50900.3 | -3048.9
2007 | 48510.6 | 2048058 | 92292.21 | 47851.4 | 67435.3 | -18924.7
: ohaall
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