
Fiscal Policy Worksheet #1 
                     

name___________________________ 
hour _______ 

 
Follow these steps: 
 
1. Identify if the problem is inflation or unemployment. If unemployment, state which 
type of unemployment. 
 
2. If it is cyclical unemployment, list the two ways fiscal policy can be used to resolve 
the problem. 
    If it is some other type of unemployment state what the government should do. 
 
3. If the problem is inflation, list the two ways fiscal policy can be used to resolve the 
problem. 
 
Fight unemployment/Recession/                         Fight inflation 
Stagnant economy   
           _increase_ $ in circulation                         __decrease_ $ in circulation 
- increase government spending                      - decrease government spending 
- decrease taxes                                            - increase taxes 
 
 
1. MOST ALL PEOPLE ARE EMPLOYED. PEOPLE ARE SPENDING MORE MONEY 
THAN EVER BEFORE AND THEY ARE BUYING VERY HIGH DOLLAR GOODS. 
MANY RETAILERS HAVE FOUND THAT THEY CAN CHARGE HIGHER PRICES. 
       
____inflation____  ____decrease government spending, increase taxes_____ 
 
2. By late 1979 a recession began, during this time orders for goods where declining 
and inventories increased. Many people are searching for work 
Cyclical unemployment _______increase government spending, lower taxes 
3. The United States is in a deep depression that is greater that the great one of the 
1930's. 
____Recession_______increase government spending, lower taxes 
 
4. Greenway high students as well as most students around the country are being paid 
high wages at fast food restaurants. Many of these students are willing to pay high 
prices for cars, junk food and stereos. 
____inflation____  ____decrease government spending, increase taxes_____ 
 
 
5. During the last 6 months the consumer price index has increased by 10%. 
____inflation____  ____decrease government spending, increase taxes_____ 
 



 
6. Because of sluggish sales in new homes around the nation, 22% of the construction 
workers in that industry are unemployed. This raised the national unemployment rate to 
7%. 
Cyclical unemployment _______increase government spending, lower taxes 
 
7. Former construction workers on interstate 10 are now looking for work. 
__Structural unemployment ____ Job training __________________ 
 
8. A general decline for consumer goods around the nation has caused many 
manufacturers to reduce their work force.  
Cyclical unemployment _______increase government spending, lower taxes 
 
9. The government has awarded over 2 billion dollars in gov't contracts this past 6 
months. People are buying expensive homes and new corvettes like crazy.                                           
____inflation____  ____decrease government spending, increase taxes_____ 
 
10. People are buying only basic necessities and because of that, workers at fast food 
restaurants and movies theaters are without work. 
Cyclical unemployment _______increase government spending, lower taxes 
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1. The unemployment rate has climbed to 12%, this is the highest since 1935. 
yclical unemployment _______increase government spending, lower taxes 

 
 
 


