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What is expected (from AP CED)
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REVENUE
Income for the Federal 

Government (primarily taxes)

Foundational Content - Definitions
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EXPENDITURES
Money spent by the federal 

government (spending)

Federal Government budget = the plan to spend the revenue 
collected by the federal government



Revenues are mainly “taxes” in AP

5



2020
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3 possible outcomes…know your vocab

BALANCED
- Expenditures 

equal 
revenues

SURPLUS
- Expenditures 

are LESS 
THAN 
revenues

DEFICIT
- Expenditures 

are MORE 
THAN 
revenues

DEBT
- The TOTAL amount of money owed over time, including all 

previous surpluses and deficits



Econ Express Practice

Econexpress.org
Concept 35

https://www.gpb.org/educa
tion/econ-express/federal-d
eficits-surpluses-debt
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https://www.gpb.org/education/econ-express/federal-deficits-surpluses-debt
https://www.gpb.org/education/econ-express/federal-deficits-surpluses-debt
https://www.gpb.org/education/econ-express/federal-deficits-surpluses-debt


Using the US Debt Clock 
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https://usdebtclock.org/


Historically?
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But how can the government spend more than it takes in?

We need 
$100.

We have $100 in 
our savings 
account.

Can we borrow it? We’ll pay 
you interest and we promise 
we’ll return it in 10 years.

How do we know 
we can trust you?

We’ll put in in 
writing and 
issue you a 
bond.

OK, here is 
the $100

Thanks! Here is your $100 bond that will pay 3% for 
10 years. If you need your $100 back before then 
you can sell this on the bond market.
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Who holds this US Government Debt?



Weʼve been cool with this for a while
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Interest
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- In theory, the 
Government could do 
this as long as 
someone was willing to 
lend money

- In practice, there is a 
huge opportunity cost 



Amount spent on interest in 2021

392 BILLION
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Federal Government Department Budgets



So, how do we fix it? (Hint…itʼs really hard)

17https://econedlink.org/resources/federal-budget-lesson-plan-and-fiscal-ship-student-game/

https://econedlink.org/resources/federal-budget-lesson-plan-and-fiscal-ship-student-game/
https://econedlink.org/resources/federal-budget-lesson-plan-and-fiscal-ship-student-game/


Fiscal Ship - http://fiscalship.org/
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http://fiscalship.org/
http://fiscalship.org/


FTE - Making sense of the Federal Budget
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https://www.fte.o
rg/teachers/teac
her-resources/le
sson-plans/maki
ng-sense-of-the-
federal-budget-d
ebt-deficits/

https://www.fte.org/teachers/teacher-resources/lesson-plans/making-sense-of-the-federal-budget-debt-deficits/
https://www.fte.org/teachers/teacher-resources/lesson-plans/making-sense-of-the-federal-budget-debt-deficits/
https://www.fte.org/teachers/teacher-resources/lesson-plans/making-sense-of-the-federal-budget-debt-deficits/
https://www.fte.org/teachers/teacher-resources/lesson-plans/making-sense-of-the-federal-budget-debt-deficits/
https://www.fte.org/teachers/teacher-resources/lesson-plans/making-sense-of-the-federal-budget-debt-deficits/
https://www.fte.org/teachers/teacher-resources/lesson-plans/making-sense-of-the-federal-budget-debt-deficits/
https://www.fte.org/teachers/teacher-resources/lesson-plans/making-sense-of-the-federal-budget-debt-deficits/
https://www.fte.org/teachers/teacher-resources/lesson-plans/making-sense-of-the-federal-budget-debt-deficits/


Big Takeaways

- Know the vocabulary (deficit, debt, surplus, budget, 
revenue, expenditure)

- Understand the process of creating bonds

- Understand the importance of interest

- Understand the scope of the debt and political 
difficulties manipulating it20



Links to Loanable Funds Market and Crowding Out
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 Thank you!

Questions?

ccannon11@gsu.edu


