Third year : Government Budget

Balanced . surplus and deficit budget Meaning :

The three types of budgets — balanced, surplus, and deficit — are common approaches used by
the Algerian government to manage its public finances and achieve its fiscal policy

objectives.

Balanced Budget :

A balanced budget is a government budget in which revenues and expenditures are equal,
meaning the government is not running a surplus or a deficit. The government aims to
balance its spending with the revenue it collects, such as from taxes, in order to avoid

accumulating debt.

Surplus Budget :

A surplus budget occurs when a government’s revenues exceed its expenditures for a given
fiscal period. This results in the government having more money than it needs to cover its

spending, allowing it to use the surplus for debt repayment, savings, or other investments.

Deficit Budget :

A deficit budget is when a government’s expenditures exceed its revenues. This means the
government is spending more than it is collecting in taxes and other sources of income,
requiring it to borrow money to finance the deficit. Deficit budgets can lead to an

accumulation of public debt over time.

There are three primary types of budget deficits:

o Fiscal Deficit: This occurs when a government’s total expenditures exceed its total

revenues, excluding money borrowed.
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Revenue Deficit: This is when the government’s revenue receipts are less than its

revenue expenditure, indicating that it is not generating enough income to cover its
day-to-day operations.

Primary Deficit: This measures the fiscal deficit excluding interest payments on

existing debt. It reflects the government’s current fiscal position without the burden of

past debts .

Task 1 : Read the text and answer the questions:

A surplus budget occurs when an entity’s revenues exceed its expenditures over a

specific period, resulting in extra funds that can be used for various purposes, such as saving,

investing, or paying down debt. Conversely, a deficit budget occurs when expenditures

surpass revenues, leading to a shortfall that may require borrowing or using reserves to cover

the gap.

Understanding these concepts is crucial for financial planning, whether for a government,

organization, or individual. A surplus can indicate financial health and stability, while a

deficit may signal the need for corrective actions.

The questions :

What are the primary benefits of maintaining a surplus budget?

What strategies can be implemented to transition from a deficit budget to a surplus
budget?

In what ways can a government address a budget deficit?

What factors can lead to the creation of a surplus budget in a fiscal year?

How does the economic environment influence surplus and deficit budgets?

What role do taxes play in determining whether a budget is surplus or deficit?

How does financial forecasting help in managing surplus and deficit budgets?
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Imagine you are the Minister of Finance. You have a budget deficit. What strategies would

you implement to balance the budget and ensure the country’s financial stability?
Do not forget to mention the starting Budget .

e Submit your work by Friday, 6th December as a PDF document to my email:

Benmerah.3rdyear@gmail.com

Sources :

https://www.investopedia.com/terms/b/balanced-budget.asp

https://www.oecd-ilibrary.org/content/thematicgrouping/e22244632a-

en/sectionchapters?fmt=ahah

https://byjus.com/commerce/budget-deficit/

https://www.vedantu.com/commerce/budget-deficit
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