Chapter 16.3 Notes
Managing the Economy

·  The federal government has become the economy’s chief _______________.  As  the manager, the government must be responsive to the needs of the _____________.

· The Nations Economic Health
· The government constantly checks the health of the economy.  They look at ________________________ rates, export and imports and other key economic figures

· 2 Key Economic Figures
· ______________________- General rise in the price level of goods and services

· Describes how fast prices are rising

· _______________ power can diminish quickly if your income stays the same during a period of inflation

· Inflation is difficult to control

· As price rises, workers demand higher ______ to keep up

· Businesses then spend more on __________ costs

· Businesses then ____________ prices so they can still maintain a profit

· The government uses __________________ _________ to help control inflation

· When inflation rates get to high, the Federal Reserve will often _________ interest rates

· Government measures the economy’s growth by calculating the _________ _____________ ___________ (GDP)- The total dollar value of all final goods and services produced within the country in a year

· Final goods are those that are ______________ and ready for ____________

· Goods which are used to make final goods are not calculated.

· Example would be plastic, glass, steel used to make cars are not calculated

· A rising GDP, without rising prices, generally means the economy is ______________

· A falling GDP means the economy needs help, one way is for government to ________________ spending

· The Federal Budget
· _____________ ______________ is the government’s plan for how it will raise and spend money.

· It is an ___________________ on how much it will collect from taxes and much will be spent

· The largest chunk of the budget goes to ________________

· Social Security

· Public Assistance-Food stamps

· Federal Income and the National Debt
· Federal Income
· 2 largest federal taxes

· _____________ ______________ tax

· Based on a _____________, the more you make, the more you have to pay

· ____________ _______________ tax

· Again based upon a percentage, but everybody pays the ____________ percentage

· You will not be taxed for any income over ___________ dollars

· Other federal taxes

· _________________ tax- are taxes charged on specific products

· Reasons for an excise tax

· Raise money

· Regulate consumption of a product

· Cigarettes, Alcohol, Gasoline

· _______________- Taxes on imported products

·  Reasons for tariffs

· Raise money

· To discourage spending on foreign products and to spend on American products

· Automobiles

· ____________-Charges to users of certain services

· National parks, etc…

· Balancing the Budget
· The ______________ branch, _________________ branch, _________________ groups and the ___________ all play a role in balancing the budget

· _____________- The amount in a year by which government spending is greater than government income

· _____________- The amount in a year by which government income is greater than government spending

· It is easier for the federal government to have a balanced budget or a surplus during a period of economic _________

· Government receives more revenue from taxes

· Clinton 2000—236 billion surplus

· Economic recession, tax cuts and increased spending for the war on terrorism leads to ___________ spending

· Bush

· ____________ _____________- The total amount of money the government owes to lenders 

· The federal government must pay ____________ on money it has borrowed.  Money that used to pay interest is money that could have been used for _____________ for the __________ __________.

