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1. Starting with the National Debt equaling $2000 on January 1, 2006, the federal government calculates that on December 31, 2006 they incurred a budget deficit of $200 over the year, and off-budget spending of $150. What was the value of the national debt at the end of 2006? 

2. How could the Federal Government incur a budget surplus, and have an increase in the national debt?

a. if off-budget spending is less than the budget surplus

b. if off-budget spending is more than the budget surplus

c. if off-budget spending is the same as the budget surplus

d. if social security contributions increase

3. What is the Social Security Trust Fund?

a. a collection of bonds held by the Federal Government

b. excess money paid by social security recipients

c. an account that shows the funds available to future social security recipients

d. all of the above

4. What can the government do to continue the social security system in the future (when the baby boomers retire)?

a. increase taxes

b. borrow money from anyone who will lend it to them

c. increase the retirement age

d. reduce the benefits amount to future recipients 

e. all of the above

5. Who is the largest holder (owner) of the National Debt?

a. Foreigners


c. private investors

b. social security trust fund
d. the Federal Reserve Bank

6. Why do individual investors lend the government money?

a. the government traditionally pays the highest interest rate

b. the government forces people to buy government bonds for private retirement (IRA accounts) 

c. government bonds are very safe

d. all of the above

7. It took the US government approximately                     years to accumulate the first $1 trillion in debt, and approximately               years to accumulate their second trillion dollars in debt. 

a. 100, 5

b. 200, 5

c. 100, 10

d. 200, 10

See the website provided on your national debt notes. 
8. If the government increases their deficit spending, then 

a. interest rates will rise

b. interest rates will fall

c. tax rates will fall

d. the social security trust fund will be depleted

10.  How can the National Debt problem be minimized without paying the debt off?

You need a two or more part answer.

11. Why can’t Congress reduce their lust for spending?

12. What would happen if the government decided to avoid paying the debt?

13. What would happen if the government decided to not pay the portion owed to foreigners?

14. What are some causes of off-budget spending?

15. If the government took social security off-budget the budget deficit would ….

