IN-CLASS GROUP DISCUSSION QUESTIONS 

Q1: Aggregate Demand & Keynesian Output Determination
(a) Define Aggregate Demand (AD).
(b) State its components.
(c) Explain how AD determines output and employment.
(d) What happens when AD is insufficient?
(e) Contrast this with the Classical view (Say’s Law).
(f) Provide a Uganda-based example of demand deficiency.
(g) What policy response would Keynes recommend?


Q2: Consumption Function & MPC
(a) State the Keynesian consumption function.
(b) Define autonomous consumption.
(c) Define induced consumption.
(d) What is MPC?
(e) Why is MPC < 1 important?
(f) How does this relate to economic stagnation?
(g) Give a real-life example.


Q3: Multiplier Effect
(a) Define multiplier.
(b) Explain how it operates step-by-step.
(c) What determines its size?
(d) What is the role of MPC?
(e) Why might the multiplier be small in developing countries?
(f) Apply to government spending in Uganda.
(g) One limitation of the multiplier.


Q4: Liquidity Preference & Interest Rates
(a) Define liquidity preference.
(b) State the three motives.
(c) Which motive depends on income?
(d) Which motive depends on interest rates?
(e) How is interest rate determined?
(f) What happens when money supply increases?
(g) Why might this fail?


Q5: Liquidity Trap
(a) Define liquidity trap.
(b) When does it occur?
(c) What happens to money demand?
(d) Why do people hold cash?
(e) What happens to interest rates?
(f) Why is monetary policy ineffective?
(g) What policy should be used instead?


Q6: Keynes vs Classical Economics
(a) State one assumption of Classical theory.
(b) State one assumption of Keynesian theory.
(c) What is Say’s Law?
(d) Why did Keynes reject it?
e) What is wage flexibility in Classical theory?
(f) Why are wages sticky in Keynesian theory?
(g) Which theory better explains real-world crises?

Q7: “In the Long Run We Are All Dead”
(a) Who said this?
(b) What does it mean?
(c) What theory was being criticized?
(d) Why is long-run focus problematic?
(e) What is the short-run problem?
(f) What policy response follows?
(g) Give a modern example.


Q8: Post-Keynesian Economics
(a) What is Post-Keynesian economics?
(b) How does it differ from Keynesianism?
(c) What role does uncertainty play?
(d) Why reject equilibrium models?
(e) Role of financial systems?
(f) Role of institutions?
(g) Relevance to Uganda?


Q9: Financial Instability (Minsky)
(a) Who proposed this theory?
(b) What is the core idea?
(c) What happens during economic stability?
(d) What type of behavior increases?
(e) What triggers crisis?
(f) Give a real-world example.
(g) Policy implication?

Q10: Rational Expectations
(a) Define rational expectations.
(b) What assumption is made about information?
(c) How do people respond to policy?
(d) Why may policy fail?
(e) What is policy ineffectiveness?
(f) One criticism?
(g) Is it realistic in developing economies?


Q11: Rule-Based vs Discretionary Policy
(a) Define rule-based policy.
(b) Define discretionary policy.
(c) Why are rules preferred?
(d) What is time inconsistency?
(e) Role of credibility?
(f) Example of rule-based policy?
(g) Which is better for Uganda?

Q12: Monetarism
(a) Who is the key scholar?
(b) Core idea?
(c) What causes inflation?
(d) Role of central bank?
(e) View on fiscal policy?
(f) Criticism?
(g) Relevance today?
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