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Professional Development Opportunities

To earn professional development credit for CEE webinars found on EconEdLink, you must:

• Watch a minimum of 45-minutes and you will automatically receive a professional development certificate 
via e-mail within 24 hours. 

• Attendees can learn how much credit they will earn per workshop. 

Accessing resources: 

• You can now easily download presentations, lesson plan materials, and activities for each webinar from 
EconEdLink.org/professional-development/

Local resources: 

• Insert your local professional development opportunities (if applicable)

http://www.econedlink.org/professional-development
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Agenda
• Fiscal Policy
• Fiscal Policy Activities
• Monetary Policy
• Monetary Policy Activities
• Questions?
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Objectives

• Understand the role of monetary and 
fiscal policy in managing economic 
performance.

• Gain strategies for teaching monetary and 
fiscal policy concepts to high school 
students.

• Review key topics related to monetary 
and fiscal policy for effective AP 
Macroeconomics exam preparation.



What menu options do policy makers follow when adjustments need to be made to the 
economy?

1. Fiscal Policy 
-Government 

-Demand Side
2. Monetary Policy 

-Federal Reserve
-Demand Side

3. (Supply Side Policies) 



What is the current size of the US 
Federal Debt?

A.$920 Billion

B.$30 Trillion

C.$3.1 Trillion

D.$36 Trillion



www.USDebtClock.org  

http://www.usdebtclock.org


7 TRILLION 
Chick-fil A 
Sandwiches!!



All Policies Have Trade-offs
•Budget Deficit- when annual government spending and transfer 
payments are greater than tax revenue.

•Budget Surplus- when annual government spending and 
transfer payments are less than tax revenue – 2001 was the last 
budget surplus.

•The National Debt is the accumulation of all the budget deficits 
over time. 

If the Government increases spending without increasing taxes 
they will increase the annual deficit and the national debt, all 

things held constant. 







Situation: Recessionary Gap
Solution: Expansionary Fiscal 
Policy

Used to prevent or lessen the 
effects of a recession 
Goal: Increase aggregate demand 
(creates budget deficit/shrinking 
surplus) 
● Increase government 

spending 
● Decrease income taxes  
● Decrease business taxes 



Situation: Inflationary Gap
Solution: Contractionary 
Fiscal Policy

Why? To help prevent inflation or an 
“overheating” economy

Goal: Decrease aggregate demand 
(creates budget surplus/ shrinking deficit)

● Decrease government spending 
● Increase income taxes (after-tax 

income falls, less consumer spending) 
● Increase business taxes (businesses 

spend less on investment) 



Activity Menu

With a partner, find a political cartoon 
that shows fiscal policy. Explain the 

intent and whether its expansionary or 
contractionary. 
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MythBusters: The 
National Debt
Making Sense of The Federal 
Budget, Debt & Deficits
Lesson 1 Activity
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Lesson Available at www.fte.org 
Kahoot Game: 
https://create.kahoot.it/share/myth-busters-the-national-debt/9cc6a97e-503c-4496-9559-974f8538a1f9  

http://www.fte.org
https://create.kahoot.it/share/myth-busters-the-national-debt/9cc6a97e-503c-4496-9559-974f8538a1f9
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To the Penny
Making Sense of The Federal Budget, 
Debt & Deficits
Lesson 2 Activity

Lesson available at www.fte.org
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Lesson 3 Activity 
Can You Fix It? The Fiscal Ship
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Public Choice in Action
Making Sense of The Federal 

Budget, Debt & Deficits
Lesson 5 Activity05

Lesson Available at ww.fte.org 

http://www.fte.org
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Scenario

You are an elected representative in 
Washington D.C. representing 
constituents from your home state.  

You are also a  member of the House 
Budget Committee, and you have have 
been tasked with finalizing a budget. The 
12 policies on the Role Card are the ones 
on the table for discussion today. 
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The Policies & 
The Deficit
The deficit has received a 
lot of attention and your 
party leaders are 
committed to reducing the 
deficit.  Some policies…
• Decrease deficit by raising 

revenue.
• Decrease deficit by cutting 

spending
• Increase deficit with hope of 

seeing a return on investment 
down the road. 

1. Increase Social Security eligibility 
age

2. Increase Infrastructure Spending
3. Expand Pell Grant & Free 

Community College
4. Impose a Wealth Tax
5. Increase childcare subsidies
6. Increase Medicare Premiums
7. Decrease Defense and R&D 

Spending
8. Increase Teacher Salaries
9. Impose a Carbon Tax

10. Cut Active Duty Military
11. Increase Funding for the Arts & 

Humanities
12. Increase NASA budget
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Public Choice in Action
Review your Role Card

Assign roles alphabetically by first 
name.  For groups of three (skip role 4)
• Role 1 - “Retirement Community”
• Role 2 - “Military Base”
• Role 3 - “Families in the Suburbs”
• Role 4 - “Revitalize our Town” 

Fill out the left side of Handout 5-5
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Committees
1. Work together with your  

committee to come up with a 
proposal for which of the 12  
policies should be included in the 
final budget.  

2. Then calculate YOUR  “points” 
based on the final policies 
selected to determine if they can 
be reelected or not.  
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The Outcome

• What policies did you 
include in your 
proposal?

• What happened to 
overall spending?

• Raise your hand if you 
were re-elected.

1. Increase Social Security eligibility 
age

2. Increase Infrastructure Spending
3. Expand Pell Grant & Free 

Community College
4. Impose a Wealth Tax
5. Increase childcare subsidies
6. Increase Medicare Premiums
7. Decrease Defense and R&D 

Spending
8. Increase Teacher Salaries
9. Impose a Carbon Tax

10. Cut Active Duty Military
11. Increase Funding for the Arts & 

Humanities
12. Increase NASA budget



What menu options do policy makers follow when adjustments need to be made to the 
economy?

1. Fiscal Policy 
-Government 

-Demand Side
2. Monetary Policy 

-Federal Reserve
-Demand Side

3. (Supply Side Policies) 



Process by which the central bank 
(Federal Reserve Bank in the U.S.) 
controls the money supply, which has a 
direct impact on aggregate demand.
• Often targets an inflation rate 

and/or interest rate to ensure price 
stability

• Decreased interest rates increase 
aggregate demand 

• Increased interest rates decrease 
aggregate demand

Monetary policy



Types of Monetary Policy
Expansionary Monetary Policy
• Goal is to stimulate the 

economy
• often because of recession or 

fear of recession
• Achieved by Fed decreasing 

the interest rate
• Causes aggregate demand 

to rise

Contractionary Monetary Policy

• Goal is to slow down the 
economy
• often because of fear of inflation 

or overheating economy
• Achieved by Fed increasing 

the interest rate
• Causes aggregate demand to 

fall



How exactly does The Fed influence 
monetary policy?

Tools of the 
Fed

Open Market Operations

Reserve Requirement

Discount Rate



Manipulating the money supply
Three main methods a central bank can use in order to inject (or 
withdraw) money from the economy:
1. Reserve requirement
2. Discount rate (changing short term interest rates)
3. Open Market Operations (OMOs)

a. Buying/selling bonds/securities
b. Effectively changes the federal funds rate (short term interest 

rate)



Situation: Recessionary Gap
Solution: Expansionary Monetary Policy

The Fed can stimulate the economy by: 
decreasing reserve requirement, 
decreasing discount rate, buying bonds

Aggregate 
demand

Aggregate demand

Interest 
Rates



Situation: Inflationary Gap
Solution: Contractionary Monetary Policy

The Fed can rein in inflation by: increasing 
reserve requirement, increasing discount rate, selling 
bonds

Aggregate 
demand

Aggregate demand
Interest 

Rates
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