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— a government policy for dealing with the budget (especially through
taxation and borrowing).

— Keynesian Theory: an economic theory that believes it is the
government's job to smooth out the bumps in business cycles.
Intervention would come in the form of government spending and
tax breaks in order to stimulate the economy, and government
spending cuts and tax hikes in good times, in order to curb inflation.

* Ex: FDR’s “New Deal” programs during the Great Depression.

— Supplv—Slde Theory: an economic theory that reductlon of tax rates




— Based on Keynesian ideas, these are government
programs that operate regardless of economic

conditions and are intended to keep a minimum
standard of living in the US.
* Unemployment insurance

* Welfare payments
* Medicaid




— A blueprint of how the government will raise and spend
money for the federal government’s fiscal year.

— A period from October 1 to September 30 of the following
year.

e 2012 fiscal year: October 1, 2011 — September 30, 2012




— They do. Once the President proposes a budget,
Congress passes a budget resolution which totals
revenue and sets targets on spending.

— Mandatory Spending: spending that doesn’t need
annual approval

— Discretionary spending: spending that needs to be
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* Where does the money

come from?

Individual income
$1,002
A7%

Social Security &
Social Insurance
$819
36%

Source Data: CBO Historical Tables




Expenditures
» What does the

government spend its e e
money on?
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Discretionary
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18% Social Security
§725
20%

Source Data: CBO Historical Tables




— When revenue equals
expenditures.

— Unlike many states, the
federal government isn’t
required to have a balanced
budget.

What is a surplus?




— When the government spends
more than it collects.

— It must borrow money to pay its
bills.

borrow money?

TO BUY THIS BOND




Why all this talk of deficits in 2010 - 20112
Federal budget deficit

A bipartisan commission will look for ways to cut the rising budget deficits.
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— 2001 Recession

— Tax cuts
— Medicare prescription drug coverage
— TARP

4. New policies proposed by President Obama.







Do not make any marks or take any notes on the Explanation of Spending/Revenue Options
handouts — use the bottom of this sheet.)

 Timekeeper (optional): The Timekeeper is responsible for monitoring the time remaining
and assisting the Chair in keeping the group on task.




