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UNDERSTANDING
THE CORE
CONCEPTS OF
MACROECONOMIC
S LESSON 3
ACTIVITY 23

When  studying  the
intricacies  of  national
e c o n o m i e s ,  f e w
frameworks  are  as
foundational  as  the
Aggregate  Demand-
Aggregate Supply (AD-
AS)  model.  In  many
structured  curricula,
M a c r o e c o n o m i c s
Lesson 3 Activity 23
serves  as  a  critical
b r i d g e  b e t w e e n
t h e o r e t i c a l
understanding  and

practical  application.
This  activity  typically
challenges students to
synthesize  multiple
concepts  —  including
aggregate  demand
determinants,  short-
run  aggregate  supply
shifts, and the process
o f  r e a c h i n g
m a c r o e c o n o m i c
equilibrium. By working
t h r o u g h  t h e s e
exercises,  learners
g a i n  t h e  t o o l s  t o
analyze  real-world
economic  phenomena
such  as  inflation,
recession,  and  the
effects  of  fiscal  and
monetary  policy.  This
art ic le  prov ides  a
c o m p r e h e n s i v e
explorat ion  of  the
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i d e a s  c e n t r a l  t o
M a c r o e c o n o m i c s
Lesson  3  Activity  23,
offering  a  naturally
flowing guide that both
students and economic
enthusiasts can use to
d e e p e n  t h e i r
understanding.

What Is
Macroeco
nomics
Lesson 3
Activity
23?
Lesson  3  i n  many
m a c r o e c o n o m i c s
textbooks  focuses  on
national  income  and
price  determination,
often using the AD-AS
model.  Act ivity  23
specifically  directs

students to manipulate
graphs,  ca lcu late
changes in equilibrium,
and  explain  the  chain
of  events  that  occur
when  an  exogenous
s h o c k  h i t s  t h e
economy.  The  activity
m i g h t  i n v o l v e
scenarios  such  as  a
sudden  increase  in
consumer  confidence,
a rise in oil prices, or a
government  spending
boost.  Each  scenario
requires  learners  to
identify  which  curve
shifts  —  Aggregate
D e m a n d  ( A D )  o r
Aggregate Supply (AS)
— and then determine
the  new  equilibrium
price  level  and  real
GDP.  Mastering  this
activity  is  essential
because  it  forms  the
basis for understanding
b u s i n e s s  c y c l e s ,
stabilization  policies,
and  long-run  growth.
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THE BUILDING
BLOCKS:
AGGREGATE
DEMAND AND

AGGREGATE SUPPLY

T o  s u c c e s s f u l l y
complete any exercise
r e l a t e d  t o
M a c r o e c o n o m i c s
Lesson 3 Activity 23,
one  must  first  grasp
the  components  of
aggregate demand. AD
is the total quantity of
goods  and  services
demanded  across  all
sectors of an economy
at various price levels.
I t  c o m p r i s e s
consumpt ion  (C) ,
i n v e s t m e n t  ( I ) ,
government  spending
(G),  and  net  exports
(NX). The slope of the
AD curve is downward
sloping  due  to  the
wealth  effect,  interest
rate  effect,  and
international  trade
effect.  A shift  in any of
these  components  —

f o r  e x a m p l e ,  a
decrease  in  consumer
spending due to falling
confidence  —  moves
the  entire  AD  curve
leftward.
On  the  other  s ide,
aggregate  supply
represents  the  total
output firms produce at
each price level. In the
short  run,  the  SRAS
c u r v e  i s  u p w a r d
sloping  because  of
s t i cky  wages  and
prices.  When  input
costs change, such as
an increase in the price
of oil, the SRAS shifts.
Long-run  aggregate
s u p p l y  ( L R A S )  i s
vertical  at  the natural
l e v e l  o f  o u t p u t ,
d e t e r m i n e d  b y
resources,  technology,
and  institutions.  The
interplay  between  AD
and  SRAS  determines
short-run  equilibrium;
the  point  where  all
three  curves  intersect
indicates  long-run
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equilibrium. Activity 23
often includes a mix of
short‑run and long‑run
effects,  prompting
students  to  trace  an
economy's  adjustment
back  to  po tent ia l
output.

Common
Scenarios
in Activity
23 and
Their
Analytical
Steps
In a typical  worksheet
or  online  module  for
M a c r o e c o n o m i c s
Lesson 3 Activity 23,
you  might  encounter
three  or  four  distinct
scenarios.  Let us walk

through  one  standard
example:  a  sudden
i n c r e a s e  i n
government  spending
on  infrastructure.  The
first  step  is  to  identify
which  curve  shifts.
Government  spending
is  a  direct  component
of AD, so the AD curve
sh i f t s  r i gh tward .
Students  then  graph
this shift and note that,
in  the short  run,  both
the price level and real
G D P  r i s e  —  a
movement  along  the
SRAS. This leads to an
inflationary  gap.  The
next part of the activity
m i g h t  a s k :  w h a t
happens  in  the  long
run? With output above
potential,  wages  and
input  prices  begin  to
rise, causing the SRAS
to  shift  leftward  until
the economy returns to
potential  output  at  a
higher  price  level.
Understanding  this
s e q u e n c e  t r a i n s
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l e a r n e r s  t o
differentiate  between
short‑run  fluctuations
a n d  l o n g ‑ r u n
adjustments.
A n o t h e r  c o m m o n
scenario  involves  a
negative supply shock,
such as a drought that
destroys  agricultural
output  or  a  spike  in
energy costs. Here, the
S R A S  s h i f t s  l e f t ,
causing  stagflation  —
rising prices and falling
real  GDP.  Activity  23
might require students
to calculate the change
in  the  price  level  or
output  using  simplified
numeric  data.  These
calculations  reinforce
the idea that the AD-AS
model  is  not  merely
qual i tat ive;  i t  has
q u a n t i t a t i v e
i m p l i c a t i o n s .  B y
w o r k i n g  t h r o u g h
numerical  examples,
students build a more
rigorous understanding
of  macroeconomic

relationships.

POLICY
IMPLICATIONS
DRAWN FROM
ACTIVITY 23
O n e  o f  t h e  m o s t
valuable  aspects  of
M a c r o e c o n o m i c s
Lesson 3 Activity 23
is that it naturally leads
to  discussions  about
policy.  After  analyzing
shifts,  the  activity
often  poses  questions
about  what  po l icy
makers  could  do.  For
i n s t a n c e ,  i f  t h e
e c o n o m y  i s
e x p e r i e n c i n g  a
recessionary  gap  (low
o u t p u t ,  h i g h
unemployment),  the
act iv i ty  might  ask
students  to  propose
either an expansionary
fiscal policy (increasing
G or cutting taxes) or
a n  e x p a n s i o n a r y
m o n e t a r y  p o l i c y
( lowering  interest
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rates).  The  goal  is  to
shift  AD  rightward  to
c l o s e  t h e  g a p .
Conversely,  if  there is
an  inflationary  gap,
contractionary  policies
a r e  a p p r o p r i a t e .
However,  the  activity
also  highlights  the
limitations: policy lags,
crowding out,  and the
risk  of  overstimulating
the  economy.  These
real‑world  nuances
make the lesson much
more than a theoretical
exercise.
M o r e o v e r ,  s o m e
versions of Activity 23
i n c o r p o r a t e  t h e
concept  of  automatic
stabilizers — elements
of  fiscal  policy  that
change  automatically
wi th  the  bus iness
c y c l e ,  s u c h  a s
u n e m p l o y m e n t
benefits  and
progressive  taxes.
Students  might  be
asked  to  explain  how
these  s tab i l i ze r s

moderate the shifts in
AD  and  reduce  the
severity  of  economic
fluctuations.  This
i n t e g r a t i o n  o f
automatic  stabilizers
shows how the model
c o n n e c t s  t o
institutional realities.

Why This
Activity
Matters
for
Mastery
of
Macroeco
nomics
Educators who include
M a c r o e c o n o m i c s
Lesson 3 Activity 23
in their teaching plans



Macroeconomics Lesson 3 Activity 23 7

7

recognize  its  strategic
p o s i t i o n  i n  t h e
curriculum.  It  comes
after  the  foundational
definitions  of  GDP,
unemployment,  and
inflation,  but  before
advanced  topics  like
the  Phillips  Curve  or
international  finance.
By forcing students to
apply the AD-AS model
to  concrete  changes,
the  activity  solidifies
their  ability  to  think
like  economists.  They
learn  to  ask:  which
curve  moved?  Which
direction? What are the
i m m e d i a t e  a n d
e v e n t u a l
consequences?  This
structured  questioning
b e c o m e s  s e c o n d
nature and is vital  for
subsequent topics such
a s  t h e  c a u s e s  o f
business  cycles  and
the  effectiveness  of
demand‑side  versus
supply‑side  policies.
F r o m  a n  S E O

p e r s p e c t i v e ,  t h e
k e y w o r d
M a c r o e c o n o m i c s
Lesson 3 Activity 23
may  be  searched  by
s tudents  who  a re
looking  for  help  with
homework ,  s tudy
guides,  or  a  clearer
explanation. Therefore,
this  article  provides  a
t h o r o u g h  y e t
a c c e s s i b l e
walkthrough.  It  avoids
simple  definitions  and
instead delivers a deep
understanding  that
helps  the  reader  not
j u s t  c o m p l e t e  a n
a s s i g n m e n t  b u t
i n t e r n a l i z e  t h e
economic  logic.

PRACTICAL TIPS FOR
TACKLING ACTIVITY
23 EXERCISES

If  you  are  a  student
currently  working  on
M a c r o e c o n o m i c s
Lesson 3 Activity 23,
h e r e  a r e  s o m e
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actionable strategies:

Draw every
graph by hand.
Physical drawing
helps you
visualize which
curve moves and
how the
equilibrium
changes. Label
every axis and
curve clearly.
List the
determinants.
Before shifting a
curve, write
down the list of
factors that shift
AD (e.g.,
changes in
consumer
spending,
investment,
government
purchases, net
exports) and
those that shift
SRAS (e.g.,
changes in input
prices,
productivity,
supply shocks).

Distinguish
short‑run from
long‑run. Many
mistakes happen
when students
forget that in the
long run, only
supply‑side
factors matter.
Ask yourself: is
the economy
self‑correcting? If
so, how?
Use numerical
examples. If the
activity provides
hypothetical
data, calculate
the size of the
output gap and
the change in
price level. This
reinforces the
quantitative side.
Connect to
current events.
Find a real‑world
example that
matches one of
the scenarios —
for instance, the
COVID‑19
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pandemic caused
both AD and AS
shocks. Relating
the lesson to
news makes it
memorable.

These  practical  steps
will  not  only help you
sco re  we l l  on  the
activity but also build a
lasting  command  of
m a c r o e c o n o m i c
analysis.

Advanced
Variation
s:
Including
the
Loanable

Funds
Market
S o m e  a d v a n c e d
v e r s i o n s  o f
M a c r o e c o n o m i c s
Lesson 3 Activity 23
i n c o r p o r a t e  t h e
loanable funds market
t o  s h o w  t h e  l i n k
between  fiscal  policy
and interest rates. For
example,  an  increase
i n  g o v e r n m e n t
spending  financed  by
borrowing  raises  the
demand  for  loanable
funds,  which  pushes
interest  rates  higher.
Higher  interest  rates
then crowd out private
investment,  partially
offsetting  the  initial
i n c r e a s e  i n  A D .
Students  might  be
asked to draw both the
AD-AS  graph  and  a
separate  loanable
funds  graph,  then
explain  how  the  two
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i n t e r a c t .  T h i s
integrated  approach
elevates  the  activity
f r o m  a  s i m p l e
mechanical exercise to
a  more  sophisticated
analysis  of  fiscal  policy
effectiveness.  It  also
introduces the concept
of "crowding out" in a
concrete way.
When  deal ing  with
monetary  policy,  the
activity  might  involve
the money market and
the market  for  bonds.
The  Federal  Reserve’s
o p e n  m a r k e t
operations change the
money supply, shifting
the AD curve. Students
must  trace  the  chain:
an  increase  in  money
supply  lowers  interest
rates, which stimulates
i n v e s t m e n t  a n d
consumption,  leading
to a rightward shift of
AD.  Activity  23  could
ask  students  to  show
this sequence step-by-
step,  reinforcing  the

t r a n s m i s s i o n
m e c h a n i s m  o f
monetary  policy.

COMMON
MISCONCEPTIONS
ADDRESSED BY THE
ACTIVITY

O n e  p e r s i s t e n t
misconception  among
students is that a shift
in  AD  immediately
changes the price level
by  exactly  the  same
proportion  as  output.
Ac t i v i t y  23  he lps
correct this by showing
that  the  slope  of  the
SRAS  determines  the
split between price and
o u t p u t  c h a n g e s .
Another misconception
is  that  the  economy
always  returns  to
p o t e n t i a l  o u t p u t
quickly;  the  activity
emphasizes  that  the
self‑correction  process
c a n  b e  s l o w  a n d
painful,  which  is  why
activist  policies  exist.
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By  working  through
scenarios where wages
are  sticky  or  where
expec ta t i ons  a re
adaptive,  students
r e a l i z e  t h a t
macroeconomics is not
a  one‑size‑fits-all
model.

Conclusio
n
M a c r o e c o n o m i c s
Lesson 3 Activity 23
is more than a routine
assignment  —  it  is  a
pivotal  learning  tool
t h a t  t r a n s f o r m s
abstract  economic
theory  into  practical
analysis.  Whether  you
are a  student  seeking
to  master  the  AD-AS
framework or a teacher
designing  a  robust

lesson,  the  activity’s
focus  on  curve  shifts,
e q u i l i b r i u m
determination,  and
policy  responses  offers
invaluable insights.  By
engaging  deeply  with
the  mater ia l ,  you
develop  the  ability  to
diagnose  economic
c o n d i t i o n s  a n d
evaluate  poss ib le
remedies.  Ultimately,
this activity helps build
t h e  a n a l y t i c a l
f o u n d a t i o n  t h a t
supports  all  further
s t u d y  i n
macroeconomics.  As
you  complete  each
scenario,  remember
that  the  patterns  you
d r a w  t o d a y  w i l l
reappear  in  countless
real‑world  contexts,
making  the  effort
worthwhile.


