Questions to Lecture 8 – Budget deficits and national debt
1. Define budget surplus.

2. Define budget deficit.

3. What is currently more usual in the economies – budget deficits or budget surpluses? Did your home country run budget deficit or budget surplus last year?

4. Does government have discretion (power) over the full sum of the budget? Why yes or why not?

5. Give an example of automatic stabilizer on the expenditure side. On a given example, explain the role of this particular measure in stabilization of the economy.

6. Give an example of automatic stabilizer on the revenue side. On a given example, explain the role of this particular measure in stabilization of the economy.

7. What is cyclical deficit? How does it change with increasing economic growth?

8. What is structural deficit? How does it change with restrictive fiscal policy?

9. How does total budget deficit behave in the time of war and recession? Which part of deficit changes, cyclical or structural?

10. When does crowding out effect related to the existence of budget deficit occur? What is the result of crowding out effect?
11. What contributes to a reduction in the budget deficit in response to higher inflation?

12. What contributes to an increase in the budget deficit in response to higher inflation?

13. How does government finance budget deficit?

14. Define the national debt.

15. Describe the ownership structure of national debt of USA. What are the interesting points connected to this ownership structure (think about the share of government agencies and special role of Social security).

16. Describe the ownership structure of national debt of the Czech Republic. What are the interesting points connected to this ownership structure (think about the share of government agencies and special role of Social security).

17. Find out the indebtedness of your own country. How much debt does each citizen of your country owe? (calculate as the ratio of debt to the population size).

18. How can a government reduce national debt?

19. How can a government refinance national debt. What are the risks associated with refinancing?

20. What is the debt service? Imagine a situation in which a country runs a budget deficit one year, and has balanced budget since then. Would the national debt increase/decrease/remain constant over time? Why? 

21. What  are opportunity costs of debt? When are they incurred? 

22. What is external debt? In what aspects is external financing of debt different from internal financing?
23. What is debt ceiling? Can you give example of country with imposed debt ceiling?

24. What implication does the ageing workforce have on the expectations of evolution of budget deficit?

