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Stated
Objectives:
TEK # and SE

E.11 The student understands the role of money in an economy. The student is expected to:

E.11A Describe the functions of money.

E.11B Describe the characteristics of money, including commodity money, fiat money, and
representative money.

E.11C Analyze the positive and negative aspects of barter, currency, and debit cards.

E.12 The student understands the role of the Federal Reserve System in establishing monetary
policy. The student is expected to:

E.12A Explain the structure of the Federal Reserve System.

E.12B Analyze the three basic tools used to implement U.S. monetary policy, including reserve
requirements, the discount rate and the federal funds rate target, and open-market operations.

E.12C Explain how the actions of the Federal Reserve System affect the nation's money supply.

E.12D Describe the current role of the U.S. dollar in trade in the world market and analyze how that
has changed over time, in particular since departing from the gold standard in 1971.

E.13 The student understands the role that the government plays in the U.S. free enterprise
system. The student is expected to:

E.13A Describe the role of government in the U.S. free enterprise system and the changes in that
role over time.

E.13B Analyze the costs and benefits of U.S. economic policies, rules, and regulations related to
the economic goals of economic growth, stability, full employment, freedom, security, equity (equal
opportunity versus equal outcome), and efficiency.

E.14 The student understands the economic impact of fiscal policy decisions at the local, state,
and national levels. The student is expected to:

E.14A Identify types of taxes at the local, state, and national levels and the economic importance of
each.

E.14B Explain the categories of revenues and expenditures in the U.S. federal budget.

E.14C Analyze the impact of fiscal policy decisions on the economy.



E.21 The student applies critical-thinking skills to organize and use information acquired through
established research methodologies from a variety of valid sources, including technology. The
student is expected to:

E.21A Analyze economic information by sequencing, categorizing, identifying cause-and-effect
relationships, comparing, contrasting, finding the main idea, summarizing, making generalizations
and predictions, and drawing inferences and conclusions.

E.22 The student communicates in written, oral, and visual forms. The student is expected to:

E.22A Use social studies terminology correctly.

E.22B Create written, oral, and visual presentations of economic information using effective
communication skills, including proper citations and avoiding plagiarism.

See Instructional Focus Document (IFD) for TEK Specificity

Key
Understandings

As economies became more complex; monetary units were developed to ease
transaction costs, moving from early barter systems where units were mostly commodity
money, evolving over time to representative money and fiat money.

—    What are the functions of money?
—    What are the characteristics of money, including commodity money, fiat money, and
representative money?
—    What are the positive and negative aspects of barter, currency, credit cards, and debit
cards?

The Federal Reserve controls the money supply through monetary policy, increasing the
money supply with easy money policy during a contraction and decreasing the money supply
during an expansion.

—    What is the Federal Reserve?
—    What is monetary policy and why does the Fed use it?
—    How do actions of the Fed alter the money supply?
—    Why do changes in the economy affect the money supply?
—    How do changes in the economy affect households and businesses?

Misconceptions ● Students often confuse the different interest rates and the discount rate. The Federal
Reserve can only change the discount rate, but they target the federal funds rate.

● Students often do not understand fully the impact of supply and demand on the money
supply. They often ask, “Why don’t they just print more money?”

Key Vocabulary ● money
● commodity money
● fiat money
● representative money
● business cycle
● recession
● money supply
● contraction
● expansion
● credit
● risk
● invest



● inflation
● monetary policy
● money supply
● discount rate
● reserve requirement
● open market operations
● Federal Funds Rate
● Federal Open Market Committee (FOMC)

Suggested Day
5E Model

Instructional Procedures
(Engage, Explore, Explain, Extend/Elaborate,
Evaluate)

Materials, Resources, Notes

Day 1
Engage/Explore

Engage (30 Minutes) – What is Money?

1. Show Teacher Resource: PowerPoint:
Systems of Exchange Slide 1 and
facilitate a discussion by asking questions
such as:

● In looking at each of the images, what
might they all have in common? (Provide
sufficient wait time for student responses,
but do not provide the answer for students.)

2. After their image analysis activity
(PowerPoint Slide 1), students participate in
a bartering scenario.

3. Divide the class into two groups.

4. In group A, each student writes (on half
sheet of paper) an article or item they want
but do not have money to purchase it.

5. In group B, each student writes (on an
index card or half sheet of paper) an article
or item they no longer want, have too much
of it or no longer need.

6. Students write their item/items on paper.

7. Explain to students that they are going to
visit with members of the opposite group.
The objective is to find a member that is
willing to exchange something they no
longer need with someone that has a need
or want for that item.

8. After a few minutes, students from Group A
walk around and visit with students from
Group B. Group A has to find someone that
has an item they want and then discuss a
possible exchange.

Materials:

● paper (two different colors)

Attachments:

● Teacher Resource: PowerPoint:
Systems of Exchange

TEKS: E.12A, E.12B

Purpose:

Students will understand how a barter system
works.

Instructional Note:
This activity works better if you use two sets
of different colored paper. Group A writes on
green paper and Group B writes on white
paper. This makes it easier for students to
identify who is “giving” and who is “buying” an
item.

 



9. Encourage students to visit with different
students to find better deals.

10. After about twenty minutes, students sit
next to their trade partner.

11. Write the following questions on the board
for students to discuss and answer with
their partner.

● What problems did you encounter while
participating in this process of
exchange?

● What were the advantages to this
process of exchange?

● How did you negotiate with your trade
partner?

● Was it a fair exchange? Why? Why not?

12. Students share their answers with the
whole class.

13. Explain to students that the activity they
participated in was the earliest form of a
system of exchange and that before money
ever existed, a barter system was used.

Explore (20 Minutes) – Functions and Properties

1. Students view Teacher Resource:
PowerPoint: Systems of Exchange, Slides
2, 3 and 4.

2. Number students from one through six.
Based on their number, on an exit card
(index card), students answer one of the
following questions. Students write the
number, the question and the answer on
the exit card. Students do not write their
names on the card.

● Why must money be durable?
● Why must money be portable?
● Why must money be divisible?
● Why must money be uniform?
● Why must there be a limited supply of

money?
● Why must money be acceptable by

others?

3. Collect the exit cards for use on the
following day.

Materials:

● index cards (1 per student)

Attachments:

● Teacher Resource: PowerPoint:
Systems of Exchange

TEKS: E.12A, E.12B, E.23A, E.23B, E.23D

 

Purpose:

Students will begin to understand the
characteristics of money.



Day 2 Explore (30 Minutes) Functions, Properties, and
Characteristics

1. Before the class meets, write all six
questions from the previous day on the
board. Leave sufficient space under each
question for groups to write their responses
at a later point during this day’s activity.

2. Shuffle the exit cards before students enter
the classroom and as they walk in, issue an
exit card to each student from the previous
day.

3. Group students based on the
number/question on their exit card. For
example, all the ones form group one, all
the twos form group two, etc.

4. Each group discusses the question and the
multiple responses (written on the exit
cards) based on what other students wrote
from the day before.

5. Each group reaches a consensus and
writes an answer on the board.

6. Students may return to their seats or usual
class setting.

7. Proceed with showing the Teacher
Resource: PowerPoint: Systems of
Exchange (Slide 5).

8. Facilitate a discussion comparing the group
responses with the actual responses on
slide 5.

9. Use each of the bullets/numbers on Slide 5
as talking points.

10. Proceed with Slides 6, 7 and 8
(Characteristics of Money).

Explain (20 Minutes) – Functions, Properties,
and Characteristics

1. Students form groups of three.
2. Each group writes a narrative and sketches

images to explain the functions, properties
and characteristics of money.

3. Students integrate academic vocabulary
into their narrative such as words

Attachments:

● Teacher Resource: PowerPoint:
Systems of Exchange

TEKS: E.12A, E.12B, E.23A, E.23B, E.23D

Purpose:

Students will discuss the characteristics of
money.

Instructional Note:

● Students should utilize a note taking
process during this activity so that
they may utilize the information on
the explain piece.

Materials:

● map pencils



associated with the functions, properties
and characteristics of money.

TEKS: E.12A, E.12B, E.23A, E.23B, E.23D

Day 3
Explore/Explain/
Elaborate

Explore/Explain (30 Minutes) – Positive and
Negative Aspects of Currency, Credit Cards,
and Debit Cards

1. Group students into three.
2. Each group member reads and investigates

the positive and negative aspects of one of
the following.

● Currency
● Credit cards
● Debit cards

3. Each group member shares their research
with the other two group members.

4. Each group creates a graphic organizer to
illustrate and explain the positive and
negative aspects of currency, credit cards
and debit cards.

Elaborate (20 Minutes) – Positive and Negative
Aspects of Currency, Credit Cards, and Debit
Cards

1. All students participate in a conversation by
adding to a conversation starter. (Note: This
can be done orally or as a write-along.)

2. Possible conversation starters:

● When I got my first credit card…
● During spring break, I lost my debit card

and…
● I planned a perfect vacation to another

country and decided to take cash
because I did not want to mess with
exchange rates, but while in the
subway…

Materials:

● textbook and/or computer lab

TEKS: E.12C, E. 22E

Purpose:

Students will research uses of currency,
including credit/debit cards.

Instructional Note:
Encourage students to use the academic
vocabulary in their conversation or
write-along. Write the words on the board to
help students jog their memories when
contributing to the conversation.

 

TEKS: E.12C

Purpose:

Students will apply their knowledge of
currency using academic vocabulary.

Day 4
Evaluate

Evaluate (50 Minutes)

Create a series of illustrations to share with a
younger student. The illustrations explain the
characteristics of money and the positive and
negative aspects of barter, currency, credit cards,



and debit cards. Include a 1-paragraph explanation
with each illustration.

Standard(s): E.12A , E.12B , E.12C , E.22A , E.23A
, E.23B , E.23D
ELPS ELPS.c.1C , ELPS.c.3B

Day 5
Engage/Explore

Engage (10 Minutes) – Safe Savings

1. Facilitate a discussion by asking questions
such as:

● How many of you are saving for
something right now? (Suggest items
such as car, gas, college, clothing, prom,
etc.)

● When you put your savings in the bank,
what happens to it? (Students should
mention that the bank keeps it safe. Some
may mention that it gets loaned out for
others to buy cars or homes.)

● How do you know your money is safe?
(Students may discuss the FDIC protection
of individual accounts up to $250,000 –
increased from $100,000 in December
2008 – or they have faith in the banking.)

2. One of the reasons that we have faith in
banks is that there are protections and
regulations that have been put in place
over time that help to protect our
savings or deposits in financial
institutions such as banks. 

Explore (40 Minutes) – Fed Overview

1. Distribute the Handout: Financial System
Overview. Student pairs read the
information and discuss briefly, recalling
information learned in earlier units and
lessons.

2.  Begin a Word Wall for this lesson, adding
key terms as the lesson progresses. Use
terms from the Handout: Financial System
Overview to begin. (Also see Vocabulary of
Instruction, above, for suggestions.)

3. Teacher clarifies prior knowledge where
needed to ensure students have a good
understanding of the context for the lesson.

4.  Students take the virtual tour of the
Federal Reserve on the St. Louis Fed
website
http://stlouisfed.org/inplainenglish/default.ht
ml (Click “Take me to the online tour.”) to
understand the functions and
responsibilities of the Federal Reserve
System.

TEKS: E.13A

Purpose:

Students will understand some of the
safeguards in our banking system.

Materials:

● textbook
● computer lab

 Attachments:

● Handout: Financial System
Overview

● Handout: History of Financial
Institutions Web

 Instructional Note:

● Do an Internet search for an article
about financial institutions to

http://www.mycscope.us/module/standards/0/124270/standard.ashx
http://www.mycscope.us/module/standards/0/124271/standard.ashx
http://www.mycscope.us/module/standards/0/124272/standard.ashx
http://www.mycscope.us/module/standards/0/124311/standard.ashx
http://www.mycscope.us/module/standards/0/124317/standard.ashx
http://www.mycscope.us/module/standards/0/124318/standard.ashx
http://www.mycscope.us/module/standards/0/124320/standard.ashx
http://www.mycscope.us/module/standards/0/118101/standard.ashx
http://www.mycscope.us/module/standards/0/118117/standard.ashx
http://stlouisfed.org/inplainenglish/default.html
http://stlouisfed.org/inplainenglish/default.html


5.  Do an Internet search for an article about
financial institutions to download, print and
distribute to students.

6.  Distribute Handout: History of Financial
Institutions Web for students to use as
they take notes while they read the article
about financial institutions. The article helps
students to understand the role of financial
institutions in the development of the
Federal Reserve System.

7.  Students read appropriate sections in the
textbook and other materials to deepen
their understanding of information
presented. (This can be completed as
homework.)

download, print and distribute to
students.

TEKS: E.13A, E.13B, E.13C, E.22A

Purpose:

Students will understand the functions of the
Federal Reserve system.

 

                       

Misconception

Students often do not understand fully the
impact of supply and demand on the money
supply. They often ask, “Why don’t they just
print more money?”

Day 6
Explain

Explain (50 Minutes) – Fed Overview

1. Students reflect on the learning and reading
they did on Day 1.

2. Teacher opens discussion by asking:

● How did the history of financial
institutions lead to the development of
the Federal Reserve system?” (Answers
should include a discussion of the nation’s
first central bank successes and failures,
the development of safeguards to protect
consumer savings in banks after the Great
Depression, etc.)

3. Teacher facilitates a student discussion of
Day 1 ideas, probing with questions,
encouraging use of academic language,
and steering the conversation to the
following point:

● Let’s talk about how the fluctuations in
the business cycle created a need for
the Federal Reserve System.

4. Distribute the Handout: Business Cycle
and Monetary Policy Notes, Cloze
passages on which students take notes
while teacher provides additional clarifying
information by presenting the Teacher
Resource: PowerPoint: Business Cycle

Attachments:

● Handout: Business Cycle and
Monetary Policy Notes

● Teacher Resource: PowerPoint:
Monetary Policy

TEKS: E.13A, E.13B, E.13C, E.22A

Purpose:

Students will discuss how the Fed uses
monetary policy to correct business cycle
fluctuations by controlling the money supply.

 

Instructional Note:

Notes for Business Cycles slide 13:

Wars:

● Increase in defense spending affects
many industries, affecting
employment, markets for goods, etc.

● Shortage of some resources and
products leads to higher prices for
some goods



(Note: This PowerPoint is in Unit 6,
Lesson1) and the Teacher Resource:
PowerPoint: Monetary Policy.

5. Students discuss with a partner what they
have learned.

6. Then, teacher facilitates a discussion about
the main points, asking questions including:

● What did you discover about the FOMC
– Federal Open Market Committee – in
your virtual tour? (Students should
discuss how FOMC is the Board of
Governors’ most important responsibility
and that the actions of the FOMC affect the
country’s money supply.)

7. Continue the discussion by including the
Key Understanding and Guiding Questions.

● The Federal Reserve controls the money
supply through monetary policy.

o What is the Federal Reserve?
o What is monetary policy and why

does the Fed use it?
o How do actions of the Fed alter the

money supply?
o Why do changes in the economy

affect the money supply?
o How do changes in the economy

affect households and businesses?

- WWII (shortages, women in
workforce, rationing)
- Kuwait (war in Kuwait threatened oil
fields, and gas prices went up)

Natural disasters:

● Severe monsoons in China:

- caused U.S. newsprint prices to go up
when farmland was destroyed by
severe monsoons after deforestation
- U.S. food prices went up because
Chinese farmland was flooded and
eroded (rice, grains, vegetables)

● Hurricanes Katrina, Rita, Ivan (et al)
created a market for drywall products
in Gulf Coast, which causes a
shortage elsewhere in the U.S.,
resulting in difficulty in securing
product and increasing prices.

Foreign economies:

● As China’s economy expands, its
market for all goods increases. An
example is copper. China needs
huge quantities of copper for
construction as it builds its
infrastructure. This in turn, creates
shortage on the global market and
increased prices for copper.

● 9/11: Fear and lack of confidence led
people to stop spending money

Day 7
Explore

Explore (25 Minutes) – FOMC Simulation

1. Say:
As you have learned, the Federal
Reserve is responsible for regulating the
supply of money in the economy.  To
regulate the money supply the Fed tries
to influence the interest rates in the
economy.  The Federal Reserve targets
the federal funds rate to achieve this. To
demonstrate this we are going to
simulate what happens with the Federal
Open Market Committee (FOMC).

2. Students form three groups. Use Handout:
FOMC Simulation for the following:

● One third of class will receive a $10,000.00
Treasury bond

Attachments:

● Handouts: FOMC Simulation
(Make extra copies of bonds and
currency for the Federal Reserve
System role of the simulation.)

Instructional Note:
Remind students that a government bond is
not money but a loan to the government and
this loan will be paid back with interest. Even
though the bond has value it cannot be used
at Wal-Mart or Super Target or any other
store to purchase goods. The checks and the
currency can be exchanged for goods and
services and are counted as part of the
money supply.



● One third of class will receive a $10,000.00
check

● One third of class will receive a $10,000.00
bill. (Federal Reserve Note)

3. Ask students who have money (currency or
checks) to raise their hands. Count the
number of students and multiply by
$10,000.00 to determine the initial amount
of money in the economy.  On the
blackboard write “Money Supply” and post
the number you just calculated.

4. Instruct 3 or 4 students (depending on the
size of the class) who have bonds that they
want to purchase some goods or services
and to do this they must sell their bonds.

5. Instruct the same number of students who
have money (currency or checks) that they
want to put their money to work for them
and make an investment that will pay
interest. These students exchange their
bonds and money.

6. Ask students:

● Has the amount of money in the
economy changed? Do not give an
answer. Now ask students with money to
raise their hands again. (Students will see
that the number has not changed.  Only the
people holding bonds or money has
changed.) Tell students: The money
supply is the same.

7. Instruct 3 or 4 more students that they
would like to sell their bonds. They need
the money, but no one holding money
wants to buy the bonds. (seller then
discounts the bond or offers higher rate of
return to attract buyers. Note: motivation of
investor is higher rate of return.)

8. Tell students that you are the Federal
Reserve and you will buy the bonds. The
Federal Reserve gets money out of vault
(this is where you use your extra copies of
the Handout: FOMC Simulation) to buy the
bonds.

9. Ask students:

● Has the money supply changed?
(Students should say yes, because there is
now more money in circulation.)

10. Ask students with money to raise their
hands again. You can calculate the number

Treasury bond – can appreciate because it
can be auctioned and there is an interest rate
associated with it

Check – money can depreciate because of
inflation

Federal Reserve Note (paper money)

Note: students may need background
information on interest. Refer to
district-adopted materials. Rates are a
significant driver of economic activity and
motivate individuals and businesses.

Inflation, deflation, and stagflation may need
to be reviewed.

 

TEKS: E.13A, E.13B, E.13C, E.22A, E.23B,
E.23D

Purpose:

Students will experience the workings of the
FOMC.

 

Misconceptions

Students often confuse the different interest
rates and the discount rate. The Federal
Reserve can only change the discount rate,
but they target the federal funds rate.



again to demonstrate that the money
supply has increased.

11. Tell students:

● This is what the Federal Reserve does
when they are using an Easy Money
Policy. Now that there is more money in
the economy, the economy might
experience inflation.

12. Now ask students with money to purchase
bonds from the Federal Reserve.
Ask students:

● What happened to the money supply?
(Students will say that there is less money).

13. Tell students:

● The Federal Reserve will then sell bonds
to remove money from the money
supply and put it back into the Federal
Reserve vault. This is called Tight
Money Policy and is used to fight
inflation.

14. Students read appropriate sections of the
textbook and other classroom materials to
support learning. (This could be completed
as homework.)

Explain (25 Minutes) – Monetary Policy

1. Students reflect briefly on the simulation.

2. Teacher writes the term “Monetary Policy
Tools” on the board, and under that title,
writes the following words:

● reserve requirement
● discount rate
● open market operations

3. Students work in partners, using their
research and notes from the Teacher
Resource: PowerPoints: Business Cycle
and Monetary Policy, to explain each of
the above monetary policy tools.

4. Teacher circulates, probing with questions,
clarifying information, and adding
background information.

5. In pairs, students review the discussions
from Day 3. Volunteers explain each tool

Materials:

● chart paper
● markers

Instructional Note:
This could be a formative assessment.

 

TEKS: E.13A, E.13B, E.13C, E.22A

Purpose:

Students will research and discuss how the
Fed controls the money supply.



using complete sentences and academic
language.

6. Facilitate a discussion to cement ideas
about the Key Understanding and Guiding
Questions.

● The Federal Reserve controls the money
supply through monetary policy.

- What is the Federal Reserve?
- What is monetary policy and why does the
Fed use it?
- How do actions of the Fed alter the money
supply?
- Why do changes in the economy affect the
money supply?
- How do changes in the economy affect
households and businesses?

Day 8
Elaborate

Elaborate (50 Minutes) – FOMC Meeting

1. Tell students that they will now become the
Federal Open Market Committee.

2. Distribute to each student the Handout:
Agenda for FOMC Meeting

3. Choose students to fill the following roles:

● 1 student = Federal Reserve Chairman
(chairman of the FOMC): conducts meeting
according to agenda

● 1 student = President of the Federal
Reserve Bank of New York (vice-chairman
of the FOMC)

● 10 students (or 3-5 in smaller class) =
Economic advisers: each gives a part of the
presentation described in the agenda

● 6 students (or 2-3 in a smaller class) =
Members of the Board of Governors

● Remaining students = 4 Reserve Bank
presidents (in classes where more than 4
students remain, students may have to
share the roles of each of the 4 presidents)

4. Students research and write a short
summary of the following data to contribute
to their portion of the agenda for the FOMC.
(Encourage students to base their research
on the most current data)

● Real GDP
● Consumer Price Index
● Nonfarm Payroll Employment 
● Industrial Production/Capacity Utilization

Attachments:

● Handout: Agenda for FOMC
Meeting

TEKS: E.13A, E.13B, E.13C

Purpose:

Students will experience a meeting of the
FOMC.



● Advance Report on Durable Goods
Shipments, New Orders, and Unfilled
Orders

5. After the simulation is completed, allow
students a short time to discuss with a
partner. Then, facilitate a whole-class
discussion where students explain their
answers to questions including the
following:

● What did you learn about the way the
Federal Reserve develops monetary
policy from this simulation?

● What evidence was presented here to
suggest that short-term interest rates
should be raised? (in the business cycle,
interest rates are raised when the Fed want
to slow economic activity. Refer to what
students have learned about the business
cycle – when the GDP is growing too fast in
the expansion phase.)

● What evidence was presented here that
short-term interest rates should be
lowered?  (when the economy is heading
for recession (contracting) and business is
slowing, you want to get businesses to
expand, so lower the interest rate (the cost
of borrowing) so businesses and individuals
can more easily borrow money)

Day 9 Evaluate (50 Minutes)

In a 1-page executive summary report to the World
Bank, explain the structure of the Federal Reserve
System. Summarize the current conditions and
predict how the Federal Reserve might use
monetary policy and its major tools to correct the
instability in the economy. Explain how this would
affect the U.S. money supply.

Standard(s): E.13A , E.13B , E.13C , E.22E , E.23B
, E.23D , E.23E
ELPS ELPS.c.4J , ELPS.c.5F

Accommodations
for Special
Populations

Accommodations for instruction will be provided as stated on each student’s (IEP)
Individual Education Plan for special education, 504, at risk, and ESL/Bilingual.

http://www.mycscope.us/module/standards/0/124273/standard.ashx
http://www.mycscope.us/module/standards/0/124274/standard.ashx
http://www.mycscope.us/module/standards/0/124275/standard.ashx
http://www.mycscope.us/module/standards/0/124315/standard.ashx
http://www.mycscope.us/module/standards/0/124318/standard.ashx
http://www.mycscope.us/module/standards/0/124320/standard.ashx
http://www.mycscope.us/module/standards/0/124321/standard.ashx
http://www.mycscope.us/module/standards/0/118135/standard.ashx
http://www.mycscope.us/module/standards/0/118142/standard.ashx



