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Sample questions.

(1) What is meant by government solvency? How would you assess whether or not the UK
government is, and is likely to remain, solvent?

(2) Discuss the pros and cons of using the change in the governmen'’s fiscal deficit as an indicator
of the extent to which fiscal policy has an expansionary or a contractionary effect on aggregate
demand.

(3) Discuss the arguments for and against the fiscal convergence criteria of the Treaty of
Maastricht.

(4) Show how the unexpected announcement today of a future increase in public spending can
have a contractionary effect on aggregate demand today.



