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IntroductionIntroduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn’t just about
memorization, it’s about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You’ll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It’s ideal for learners who want to:

• Practice answering questions under realistic conditions,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question right the first
time, it’s about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let’s begin.
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How to Use This GuideHow to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here’s how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 – 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There’s no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions
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1. Which of the following is NOT one of the three basic questions every
economy must address?
A. What to produce?
B. How to fairly tax the production and possession of products?
C. For whom is the product made?
D. How shall the products be made?

2. Which type of economy does the United States operate in?
A. Traditional Economy
B. Planned Economy
C. Mixed Economy
D. Capitalist Economy

3. What is likely to happen when a new report suggests that eating carrots
improves vision?
A. Demand for carrots will decrease
B. Supply of carrots will decrease
C. Both demand and price of carrots will increase
D. Carrot prices will remain unaffected

4. What is the expected action of a profit-maximizing firm when it
experiences a decline in labor productivity due to retirements?
A. Increase the average wage
B. Decrease the average wage
C. Reduce the number of worker-hours hired
D. Hire additional labor

5. The selling of fishing licenses by the government aims to address which
issues?
A. Generate more revenue for the federal government
B. Avoid situations like the Tragedy of the Commons
C. Regulate the use of common resources
D. All of the above
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6. Which scenario illustrates a typical response to a significant increase in
product price?
A. Increased sales volume
B. Decreased demand
C. Higher consumer interest
D. Stable production costs

7. What best defines the economic condition of scarcity?
A. It only affects poor nations
B. It is a condition impacting all economies
C. It is confined to rich nations
D. It only refers to products that are in short supply

8. What does a Gini coefficient of 0.45 indicate regarding income distribution?
A. Equal distribution of wealth
B. Uneven distribution of income
C. High levels of poverty
D. Low standard of living

9. If the state of Florida has a 40 cent per gallon gasoline tax, what is the
nature of this tax based on two residents' consumption rates?
A. The tax is progressive, benefiting low-income earners
B. The tax is proportional, affecting all consumers equally
C. The tax is regressive, impacting low-income earners more
D. The tax is neutral, with no significant effects

10. When is Nash equilibrium achieved between firms A and B?
A. When both firms act independently.
B. When both firms choose their best strategy given what the other has chosen.
C. When firms compete on price.
D. When firms cooperate to set high prices.
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Answers
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1. B
2. C
3. C
4. C
5. D
6. B
7. B
8. B
9. C
10. B
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Explanations
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1. Which of the following is NOT one of the three basic questions every
economy must address?
A. What to produce?
B. How to fairly tax the production and possession of products?
C. For whom is the product made?
D. How shall the products be made?

The focus of the basic economic questions revolves around the allocation of resources in an economy,
specifically concerning the production and distribution of goods and services. The questions primarily cover
what goods to produce, how to produce them, and who will receive the products.  The first question, “What to
produce?” addresses the allocation of limited resources to meet the demands of consumers. The second
question, “How shall the products be made?” deals with the methods of production, focusing on efficiency and
cost-effectiveness. The third question, “For whom is the product made?” examines who benefits from the goods
produced, involving the distribution considerations based on income, needs, and desires.  The option regarding
how to fairly tax the production and possession of products does not align with these fundamental economic
questions. Instead, taxation policies are political and regulatory considerations that arise after the decisions
about production and distribution have been made. As a result, this option is not included among the classic
basic economic questions that every economy must address, making it the correct choice in this context.

2. Which type of economy does the United States operate in?
A. Traditional Economy
B. Planned Economy
C. Mixed Economy
D. Capitalist Economy

The United States operates primarily as a mixed economy, which is characterized by a blend of both private and
public sector influences in the economic landscape. In a mixed economy, there is a combination of individual
entrepreneurial freedom and government regulation. This allows for a degree of free market capitalism while also
providing a framework of laws and regulations intended to promote public welfare and address social inequities. 
In the U.S., the private sector plays a significant role in economic activity, with many industries driven by supply
and demand principles. Individuals and businesses have the freedom to produce, sell, and purchase goods and
services with minimal government interference. However, the government does intervene in various ways, such
as through antitrust laws, environmental regulations, and social welfare programs. This duality ensures that
while the market functions efficiently, there are safeguards in place to protect the public interest.  The other
types of economies mentioned do not accurately reflect the complexities found in the U.S. For instance, a
traditional economy relies on customs and traditions, without significant reliance on modern techniques or
technology. A planned economy is primarily controlled by the government, where decisions regarding production
and distribution are centrally made, which does not align with the economic dynamics present in the U.S. Lastly,
while the U.S. has strong
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3. What is likely to happen when a new report suggests that eating carrots
improves vision?
A. Demand for carrots will decrease
B. Supply of carrots will decrease
C. Both demand and price of carrots will increase
D. Carrot prices will remain unaffected

When a new report suggests that eating carrots improves vision, this positive revelation is likely to lead to an
increase in consumer interest and demand for carrots. As people become more aware of the health benefits
associated with carrots, they will be more inclined to purchase them, leading to a higher demand in the market. 
With the increase in demand, producers might respond by raising prices to capitalize on the heightened interest.
If demand significantly increases—especially if consumers anticipate that carrots will become a staple for
improving vision—it can further drive both the demand for and the market price of carrots.  This scenario
effectively illustrates the interaction between consumer perceptions and market dynamics, where positive
information about a product contributes to increased demand and, subsequently, an increase in price. Therefore,
the correct answer indicates that both the demand and price of carrots will experience an upward trend.

4. What is the expected action of a profit-maximizing firm when it
experiences a decline in labor productivity due to retirements?
A. Increase the average wage
B. Decrease the average wage
C. Reduce the number of worker-hours hired
D. Hire additional labor

When a profit-maximizing firm experiences a decline in labor productivity, the firm must consider how this
affects its overall efficiency and output. A decrease in labor productivity means that each individual worker is
producing less output over the same period, which can significantly impact the firm's profitability.  In this
context, the logical action for a profit-maximizing firm would be to reduce the number of worker-hours hired. By
doing so, the firm adjusts its labor force to align with the decreased productivity, thereby minimizing wages paid
and maintaining a balance between labor costs and output levels. This reaction helps the firm to avoid
overstaffing and the consequent rise in costs that might not be justified by the lower productivity.  This
management of labor hours in response to productivity changes supports the firm's financial health and
strategic objectives, ensuring that it operates efficiently even under less favorable conditions. The decision to
maintain the number of worker-hours or hire more would not be viable options as they would likely lead to
increased costs without obtaining a proportional increase in output, diminishing overall profitability.

Sample study guide, visit https://acca-advancedperformancemanagement.examzify.com
for the full version with hundreds of practice questions 12

SAMPLE



5. The selling of fishing licenses by the government aims to address which
issues?
A. Generate more revenue for the federal government
B. Avoid situations like the Tragedy of the Commons
C. Regulate the use of common resources
D. All of the above

The selling of fishing licenses by the government serves multiple purposes that encompass generating revenue,
regulating resource usage, and mitigating the risk of overexploitation.   First, by charging for fishing licenses,
governments generate revenue that can be used for various public services, including conservation efforts, law
enforcement, and infrastructure improvements. This revenue is crucial in funding initiatives that promote
sustainable fishing practices and maintain the health of aquatic ecosystems.  Second, one of the core objectives
of licensing is to combat issues related to the Tragedy of the Commons. This concept describes a scenario
where individuals, acting in self-interest, overuse and deplete shared resources, ultimately harming the
community as a whole. By requiring licenses, governments create a framework that limits the number of
individuals who can fish and regulates their practices, ensuring that the fish populations remain sustainable for
future generations.  Lastly, selling fishing licenses also helps in the overall regulation of common resources.
Licenses can be used to control who is allowed to fish, how much they can catch, and the methods they can
employ. This regulation not only helps maintain fish populations but also contributes to the ecological balance,
preventing practices that could lead to long-term environmental damage.  Thus, the selling of fishing licenses
effectively addresses all these issues, reinforcing the interconnected

6. Which scenario illustrates a typical response to a significant increase in
product price?
A. Increased sales volume
B. Decreased demand
C. Higher consumer interest
D. Stable production costs

A significant increase in product price typically leads to decreased demand, reflecting the basic principles of
price elasticity in economics. When prices rise, consumers often react by either reducing their quantity
demanded of the product or seeking substitutes that offer better value for their money.   In many markets,
especially those where the product has available alternatives, the increase in price results in consumers either
cutting back on purchases or switching to competing products, leading to an overall decline in demand for the
more expensive item. As consumers evaluate their budget and seek to maximize their utility, the impact of the
price increase creates a barrier that diminishes their willingness to buy.  This scenario is a standard expectation
in economic analysis and illustrates the fundamental relationship between price and demand, demonstrating
why it is the correct representation of consumer behavior in response to a price hike.
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7. What best defines the economic condition of scarcity?
A. It only affects poor nations
B. It is a condition impacting all economies
C. It is confined to rich nations
D. It only refers to products that are in short supply

The definition of economic scarcity applies universally across all economies, regardless of their wealth or
development status. Scarcity arises because resources are limited while human wants and needs are virtually
unlimited. This fundamental economic problem exists in both rich and poor nations, highlighting that every
economy must allocate its limited resources in the most efficient way possible to satisfy the competing needs of
its population.   This condition affects decision-making processes at all levels, from individual consumers to
governments. In situations of scarcity, choices must be made about what to produce, how to produce, and for
whom to produce, as there will never be enough resources to meet all demands fully.   The other options
inaccurately narrow the scope of scarcity. Claiming that it only affects poor nations overlooks the reality that
wealthy nations also face resource limitations. Similarly, stating that scarcity is confined to rich nations
disregards the ongoing resource challenges experienced by developing countries. Lastly, defining scarcity solely
in terms of products in short supply fails to capture the broader economic implications of resource limitations
that encompass all types of goods and services.

8. What does a Gini coefficient of 0.45 indicate regarding income distribution?
A. Equal distribution of wealth
B. Uneven distribution of income
C. High levels of poverty
D. Low standard of living

A Gini coefficient of 0.45 is an indicator of income distribution that suggests a significant level of inequality
within the population. The Gini coefficient is a measure ranging from 0 to 1 (or 0 to 100 when expressed as a
percentage), where 0 represents perfect equality (everyone has the same income) and 1 (or 100) represents
perfect inequality (one person has all the income while everyone else has none).   In this context, a Gini
coefficient of 0.45 indicates that income is not evenly distributed among the population, reflecting a situation
where a substantial portion of wealth is concentrated in the hands of a relatively small number of individuals or
households. This level of inequality can lead to social and economic challenges, including reduced social
mobility and increased tensions within society.   While the Gini coefficient can give clues about levels of poverty
and overall standard of living, it specifically focuses on how wealth is shared and does not directly measure
poverty levels or the quality of living standards. Therefore, the interpretation of 0.45 clearly points to an uneven
distribution of income.
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9. If the state of Florida has a 40 cent per gallon gasoline tax, what is the
nature of this tax based on two residents' consumption rates?
A. The tax is progressive, benefiting low-income earners
B. The tax is proportional, affecting all consumers equally
C. The tax is regressive, impacting low-income earners more
D. The tax is neutral, with no significant effects

The nature of the gasoline tax in Florida, which is fixed at 40 cents per gallon, qualifies as regressive in nature.
This can be understood by considering how the tax impacts individuals across different income levels.  A
regressive tax is one where the tax burden falls more heavily on lower-income earners compared to
higher-income earners. Since the tax is a flat rate per gallon regardless of the consumer’s financial status,
lower-income individuals inevitably spend a higher proportion of their income on this tax. For example, if a
low-income household consumes the same amount of gasoline as a wealthier household, the tax represents a
larger percentage of their overall expenditures. Thus, while both households might pay the same dollar amount
in taxes based on their consumption, the lower-income household experiences a more significant impact on
their financial situation.  In contrast, a progressive tax often takes a larger percentage from high-income earners,
which is not the case here, as the tax does not vary with income level. A proportional tax would impose the same
percentage of income on all consumers, which also doesn't apply in this scenario. Lastly, a neutral tax would
imply no significant impact on different income levels, which is clearly not true given the context of fuel
consumption and its effects on overall budgets

10. When is Nash equilibrium achieved between firms A and B?
A. When both firms act independently.
B. When both firms choose their best strategy given what the other has chosen.
C. When firms compete on price.
D. When firms cooperate to set high prices.

Nash equilibrium is a fundamental concept in game theory where each player (in this case, firms A and B) selects
their best strategy based on the strategy chosen by the other player. This means that neither firm can benefit by
changing their strategy while the other's strategy remains the same. In simpler terms, each firm is doing the best
they can, taking into account the actions of the other.  For firms to be in Nash equilibrium, it is critical that both
have selected strategies that are optimal given the choices made by the other firm. This mutual optimization
suggests a stable situation where no single firm has an incentive to deviate from their chosen strategy because
doing so would not lead to a better outcome for them. This principle emphasizes the interdependence of firms'
decision-making processes, which is central to determining Nash equilibrium.  In contrast, acting independently
does not necessarily lead to Nash equilibrium since firms may not consider the impact of their decisions on each
other. Competing on price or cooperating to set high prices can lead to various outcomes but do not inherently
define Nash equilibrium unless those choices result in optimal strategies given the other firm's actions.

Sample study guide, visit https://acca-advancedperformancemanagement.examzify.com
for the full version with hundreds of practice questions 15

SAMPLE



Next StepsNext Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://acca-advancedperformancemanagement.examzify.com

We wish you the very best on your exam journey. You've got this!
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