Essay assignment: Starting with an economy that is long run equilibrium and assuming that prices are sticky discuss the following three scenarios. Include a graph for each scenario, an explanation of how the change could have occurred and a fiscal policy recommendation that would move the economy back to full employment and/or price stability.

A. a shift in demand leads to high unemployment


1. Graph illustration


2. Explain what could have caused this shift


3. What fiscal policy solution would restore full employment and/or price 
   

     stability?

B. a shift in aggregate demand leads to high inflation


1. Graph illustration


2. Explain what could have caused this shift?


3. What fiscal policy solution would restore full employment and/or price 
 
  
     stability?

C. a shift in the short run aggregate supply leads to unemployment and inflation


1. Graph illustration


2. What could have caused this shift?


3. What fiscal policy solution would restore full employment and/or price 
 
  
     stability?

