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ABSTRACT

This study examines economic performance and effectiveness of monetary and fiscal policies
under three different partisan government institutions with the assessment ratio,
(L2 i prarion), WhiCh reflects the Fed’s dual policy goal (economic growth and price

GDPtrend

stability) as the overall economic performance or strength measure. Results of this study
suggest the following: The overall economic performance significantly higher and the
monetary policy is more expansionary under the Democratic presidents. When the
Republicans hold the executive power, the policy effectiveness is much weaker, neither
monetary nor fiscal policy can significantly improve the overall economic performance. The
economic performance under the Democratic House is weaker than that under the Republican
one. The tight monetary and stimulating fiscal policies under the Democratic House lead to
a marginally lower assessment ratio, much higher inflation and price volatility. The
Republican-controlled House uses both policies to fight expected and unexpected inflation,
while the Democratic one promotes output growth with the stimulating fiscal policy.
Although economic performance is only marginally better under the Democratic Senate, both
monetary and fiscal policies are more effective, compared to the Republican one.
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