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Question 3 
 
6 points 

 
Part (a): 1 point 
 
One point is earned for a correct definition of fiscal policy. Acceptable definitions include: 
 

• Taxing and/or spending 
• The budget 
 

Part (b): 1 point 
 
One point is earned for correctly describing a significant way the executive branch influences fiscal policy. 
Acceptable descriptions include: 
 

• The president proposes/prepares the federal budget. 
• The president signs/vetoes legislation (related to taxing, spending, and borrowing, not generic). 
• The White House Office of Management and Budget (OMB) recommends the budget. 

 
Part (c): 1 point 
 
One point is earned for correctly describing a significant way the legislative branch influences fiscal 
policy. Acceptable descriptions include: 
 

• Congress passes the federal budget. 
• Congress acts on tax and spending legislation. 
• The Congressional Budget Office (CBO) advises Congress on economic policies. 

 
Part (d): 1 point 
 
One point is earned for a correct definition of monetary policy. Acceptable definitions include: 
 

• Regulating the money supply. 
• Controlling inflation/deflation. 
• Adjusting interest rates to regulate the economy. 
• Adjusting bank reserve requirements. 
• The cost of money. 
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Question 3 (continued) 

 
Part (e): 2 points 
 
One point is earned for each of two explanations of why the Federal Reserve Board is given independence 
in establishing monetary policy. Acceptable explanations include: 
 

• It removes politics from monetary policy decision making. 
• Congress/the president can abdicate responsibility for difficult decisions by delegating decision-

making power. 
• The Federal Reserve Board relies on expertise when making decisions. 
• The Federal Reserve Board makes economic policies efficiently. 

 
A score of zero (0) is earned for an attempted answer that earns no points. 
 
A score of dash (—) is earned for a blank or off-task answer. 
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Question 3 
 
Overview 
 
The overall intent of this question was for students to distinguish between fiscal and monetary policies. In 
addition to (a) defining fiscal policy, students were asked to describe how both the executive (b) and 
legislative (c) branches influence fiscal policy, as a way of assessing their knowledge of how these 
branches share policymaking responsibility. Students were also asked to (d) define monetary policy, and 
(e) explain two reasons why the major institution making monetary policy, the Federal Reserve Board, 
would be independent. This question linked the topics of public policy and major governmental 
institutions. 
 
Sample: 3A 
Score: 6 
 
In part (a) the student earned 1 point for correctly defining fiscal policy as “taxing and spending.” 
 
In part (b) the student earned 1 point for correctly describing a significant way the executive branch 
influences fiscal policy: “The executive branch draws up and proposes a budget.” 
  
In part (c) the student earned 1 point for correctly describing a significant way the legislative branch 
influences fiscal policy through “bills for raising or appropriating money.” 
 
In part (d) the student earned 1 point for correctly stating, “Monetary policy is the amount of money in the 
market; it is used by the Fed to control interest rates.” 
 
In part (e) the student earned 1 point for correctly explaining that the Federal Reserve Board is given 
independence in establishing monetary policy because it takes politics out of monetary policy (“to prevent 
political interference”). The student earned a second point for also explaining that the Federal Reserve 
Board is given independence because it promotes efficiency (“to allow swift action”). 
 
Sample: 3B 
Score: 3 
 
In part (a) the student earned 1 point for correctly defining fiscal policy as “the budget.” 
 
In part (b) the student does not correctly describe a significant way the executive branch influences fiscal 
policy and therefore did not earn a point. 
  
In part (c) the student does not correctly describe a significant way the legislative branch influences fiscal 
policy and therefore did not earn a point. 
 
In part (d) the student earned 1 point for correctly stating, “Monetary policy concerns interest rates and the 
money supply.” 
 
In part (e) the student earned 1 point for correctly explaining that the Federal Reserve Board is given 
independence in establishing monetary policy because it takes politics out of the process (“they are free 
from executive/legislative pressures”). The student does not explain a second reason why the Federal 
Reserve Board is given independence and therefore did not earn the second point. 
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Question 3 (continued) 
 
Sample: 3C 
Score: 1 
 
In part (a) the student does not correctly define fiscal policy and therefore did not earn a point. 
 
In part (b) the student does not correctly describe a significant way the executive branch influences fiscal 
policy and therefore did not earn a point. 
 
In part (c) the student does not correctly describe a significant way the legislative branch influences fiscal 
policy and therefore did not earn a point. 
 
In part (d) the student does not correctly define monetary policy and therefore did not earn a point. 
 
In part (e) the student earned 1 point for correctly explaining that the Federal Reserve Board is given 
independence in establishing monetary policy because the Board relies on expertise (“they usually know 
what they are doing”). The student does not explain a second reason why the Federal Reserve Board is 
given independence and therefore did not earn the second point. 
 

 
 

© 2008 The College Board. All rights reserved. 
Visit the College Board on the Web: www.collegeboard.com. 


