Recessionary Gap Free Response Question

A. Describe the relationship between unemployment and output as a recessionary gap occurs.

B. What are the two ways that government can pursue a fiscal stimulus?

C. If the output gap were $500 billion, what amount of increase government spending provided by a stimulus package would be required?

D. If the linear relationship between an %  increase in output gap and a % increase in unemployment were 2 to 1, the full employment output were $10 trillion, and full-employment was equal to 5% unemployment,  and the current unemployment  was at 8%, what would be the estimated size of the output gap?

E. Given a spending multiplier of 2, what would be the size of the fiscal stimulus required to close the output gap indicated in part D

