

1. What are two contractionary fiscal policies the government can implement to fight inflationary pressures?

a.)  _________________________________                   b.)  _____________________________________

2. Graph what happens to the inflationary gap graph when a contractionary fiscal policy is implemented?

Clearly label everything on the graph.  (i.e.; Y-axis, X-axis,


Y, Y*, AD, AS, ASLR)

                                                                                                                      











      3.)  What is causing Y to be greater than Y*?
                                                                                                                                     ________________________________________
•T_____→DI_____→C & I_____→AE_____→AD_____→PL & O/E_____








•G_____→AE_____→AD_____→PL & O/E_____











