True or False Revision Questions – Self Adjustment and Fiscal Policy
1. True or False: Fiscal policy is made up of taxes, government spending, and government transfer payments.
2. True or False: When a question does not specify, we should assume that the output gap is caused by a change of AD. 
3. True or False: Self-adjustment of the economy and fiscal policy are the same thing.
4. True or False: Stabilization policy involves decreasing the amplitude of business cycle movements.
5. True or False: Stagflation and an inflationary gap are considered the same thing.
6. True or False: The Great Depression, starting in 1929 helped people realize that the government doesn’t need to do anything in a recession. 
7. True or False: When there is a recessionary gap, unemployment is the main problem that the economy is facing.
8. True or False: The government should definitely use expansionary fiscal policy when there is stagflation.
9. True or False: Automatic stabilizers involve the government making decisions about tax policy.
10. True or False: Self-adjustment takes place in the long run, while fiscal policy operates in the short run.
11. True or False: The government should use expansionary fiscal policy in a recessionary gap and contractionary fiscal policy in an inflationary gap.
12. True or False: Transfer payments can only be made to individuals and never to businesses.
13. True or False: Fiscal policy shifts aggregate demand (AD).
14. Self adjustment of the economy happens when there is no government but will ‘switch off’ when there is a government. 
15. True or False: Another term for non-discretionary fiscal policy is automatic stabilizers.
16. True or False: In an inflationary gap, tax receipts will automatically decrease, creating an expansionary effect that brings the economy back to potential output (Yp).
17. True or False: Discretionary fiscal policy has greater lags than automatic stabilizers.
18. True or False: Fiscal policy can be divided into two parts: discretionary policy and automatic stabilizers.
19. True or False: The key difference between automatic stabilizers and discretionary policy is that automatic stabilizers do not involve any new decisions and rely on policies set in the past.
20. True or False: Automatic stabilizers and automatic self-adjustment of the economy are the same thing.
21. True or False: Both automatic stabilizers and discretionary fiscal policy shift aggregate demand (AD).
22. True or False: In an inflationary gap, tax receipts will automatically increase, creating a contractionary effect that brings the economy back to potential output (Yp).
23. True or False: In a recessionary gap, incomes decrease, causing individuals to receive more transfer payments, creating an expansionary effect that brings the economy back to potential output (Yp).
24. True or False: The x axis of the ADAS graph shows national income.
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