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Chapter 15 Test Prep

*Make sure to know the definitions of the following vocabulary for the Chapter 15 Test.

appropriations bill

crowding-out effect

federal budget

fiscal policy

multiplier effect

national debt

productive capacity

Treasury bill

Treasury bond

Treasury note

*Make sure to know the answers to the following questions:

A balanced budget is 

(a) a budget in which expenditures equal revenues.

(b) a budget in which expenditures do not equal revenues.

(c) a budget in which the government spends money.

(d) a budget in which revenues equal taxes.

Which of the following are problems associated with a national debt?

(a) increased spending on defense and education 

(b) the crowding-out effect and interest payments on the debt

(c) interest payments on the debt and too much individual investment

(d) increased individual investment and decreased government spending

Fiscal policy is

(a) the federal government’s use of taxing and spending to keep the economy stable.

(b) the federal government’s use of taxing and spending to make the economy unstable.

(c) a plan by the government to spend its revenues.

(d) a check by Congress over the President.

Government taxes or spending categories that change in response to changes in GDP or income are called

(a) fiscal policy.

(b) automatic stabilizers.

(c) income equalizers.

(d) expansionary aids.

