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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.

Sample study guide, visit https://econforhawaiiteachers.examzify.com
for the full version with hundreds of practice questions 3

SA
M

PLE



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. What is the basic principle of scarcity in economics?
A. Resources are unlimited while human wants are limited
B. Resources are limited while human wants are unlimited
C. Human wants are limited and resources are also limited
D. Resources and human wants are both unlimited

2. What does opportunity cost refer to?
A. The total amount spent on a choice
B. The value of the next best alternative forgone
C. The benefits gained from a choice made
D. The time invested in making a choice

3. In a competitive market, what happens to prices when
demand increases?
A. Prices decrease
B. Prices remain constant
C. Prices increase
D. Prices become unpredictable

4. In the context of housing demand in Hawaii, what happens
when demand increases without a corresponding increase in
supply?
A. Prices remain stable
B. Prices decrease
C. Prices increase
D. Supply becomes elastic

5. How many parties are typically involved in a transaction
that confers an externality?
A. 1
B. 2
C. More than 2
D. 3
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6. Why is the Laffer Curve important for policymakers?
A. It indicates the need for more regulations
B. It helps determine optimal tax rates
C. It emphasizes consumer spending
D. It outlines trade balance strategies

7. What is the significance of the Laffer Curve?
A. It illustrates the concept of opportunity cost
B. It shows the relationship between tax rates and tax revenue
C. It defines the levels of national debt
D. It calculates inflation rates

8. What is a subsidy?
A. A tax used to decrease production
B. A financial assistance from the government to encourage a

certain activity
C. A fee charged for government services
D. A penalty for failing to produce goods

9. Which of the following best defines elasticity in economics?
A. The measurement of price changes
B. The responsiveness of demand or supply to price changes
C. The constant nature of consumer preferences
D. The stability of a market over time

10. How does inflation impact purchasing power?
A. It increases purchasing power by lowering prices
B. It has no effect on purchasing power
C. It increases purchasing power while decreasing salaries
D. It decreases purchasing power, as higher prices mean

consumers can buy less with the same amount of money
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Answers
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1. B
2. B
3. C
4. C
5. C
6. B
7. B
8. B
9. B
10. D
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Explanations
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1. What is the basic principle of scarcity in economics?
A. Resources are unlimited while human wants are limited
B. Resources are limited while human wants are unlimited
C. Human wants are limited and resources are also limited
D. Resources and human wants are both unlimited

The basic principle of scarcity in economics states that resources are limited while
human wants are unlimited. This principle highlights a fundamental economic problem:
there are not enough resources available to produce enough goods and services to satisfy
all human desires fully. Scarcity arises because every society has finite resources, such as
land, labor, and capital, which must be allocated among various competing uses.  
Understanding this principle is crucial as it drives the allocation of resources in an
economy and necessitates the study of choice and trade-offs. When resources are scarce,
individuals, businesses, and governments must make decisions about how to best use
them. This often leads to prioritization of certain wants over others, resulting in the
concept of opportunity cost, where choosing one option means forgoing alternatives.   In
contrast, the other answer choices either incorrectly suggest that resources are
unlimited or that human wants are finite, which do not accurately capture the essence of
economic scarcity. Recognizing the limits of resources alongside the endless nature of
human desires is foundational to economic theory and the decision-making processes
that emerge from it.

2. What does opportunity cost refer to?
A. The total amount spent on a choice
B. The value of the next best alternative forgone
C. The benefits gained from a choice made
D. The time invested in making a choice

Opportunity cost is an essential concept in economics that refers to the value of the next
best alternative that is forgone when making a choice. This means that whenever an
individual or entity chooses one option over others, the opportunity cost is the potential
benefit or value that could have been received had the alternative choice been selected
instead.   Understanding opportunity cost helps individuals and businesses assess the
true cost of their decisions. For example, if a person decides to spend time and resources
on one project, the opportunity cost would be the benefits they would have gained from
the best alternative project they chose not to pursue.   This perspective encourages
better decision-making as it prompts individuals to consider not just the financial
aspects of their choices but also the value of what they might be giving up. Recognizing
opportunity costs helps to prioritize options effectively and make informed, value-driven
decisions.
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3. In a competitive market, what happens to prices when
demand increases?
A. Prices decrease
B. Prices remain constant
C. Prices increase
D. Prices become unpredictable

When demand increases in a competitive market, it typically leads to an increase in
prices. This occurs because, as more consumers want to purchase a good or service, the
available supply may not meet the heightened demand. In response to the increased
demand, sellers can raise their prices, reflecting the higher value consumers place on the
product.   This price adjustment serves as a signal to producers to increase supply, as
higher prices may indicate greater profitability. As production ramps up to meet demand,
the market can eventually reach a new equilibrium where the quantity supplied matches
the quantity demanded at a higher price level. Thus, the dynamics of supply and demand
effectively drive prices higher in response to increased demand.   In contrast, if demand
were to decrease, prices would likely fall, and if they remained constant, it would suggest
that supply and demand were balanced or that other market conditions are at play.
Unpredictable price changes would indicate a lack of stability in demand and supply
movements, which is not the standard outcome in a competitive market responding to
increased demand.

4. In the context of housing demand in Hawaii, what happens
when demand increases without a corresponding increase in
supply?
A. Prices remain stable
B. Prices decrease
C. Prices increase
D. Supply becomes elastic

When demand for housing increases in Hawaii without a corresponding increase in
supply, prices naturally tend to rise. This occurs due to the basic principles of supply and
demand in economics.   As more people wish to buy or rent homes, but the number of
available homes does not change, buyers will compete for the limited resources. This
competition drives up the prices, as buyers may be willing to pay more to secure a home
in a desirable location. In markets where housing is in high demand, such as Hawaii, a
surge in demand without an increase in the quantity of available homes can lead to
significant price increases.  This phenomenon underscores the importance of having a
balance between supply and demand in housing markets. If the supply does not increase
to meet the rising demand, it results in higher prices, which can make housing less
affordable for individuals and families seeking homes in those areas.
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5. How many parties are typically involved in a transaction
that confers an externality?
A. 1
B. 2
C. More than 2
D. 3

In a transaction that confers an externality, more than two parties are typically involved
because externalities affect individuals or entities that are not directly part of the
transaction. For example, in the case of a factory producing pollution, the factory owner
and the consumer purchasing its products are the two primary parties in the transaction.
However, the pollution created imposes costs on nearby residents, wildlife, and even the
broader community, all of whom are affected by the externality but are not part of the
initial transaction.   This scenario illustrates how the consequences of an economic
activity can ripple outwards, impacting a wider group of stakeholders beyond the
immediate buyers and sellers. As a result, recognizing that externalities involve multiple
parties allows for a deeper understanding of their implications on welfare, social costs,
and the need for potential regulation or intervention to address these effects.

6. Why is the Laffer Curve important for policymakers?
A. It indicates the need for more regulations
B. It helps determine optimal tax rates
C. It emphasizes consumer spending
D. It outlines trade balance strategies

The Laffer Curve is important for policymakers because it illustrates the relationship
between tax rates and tax revenue. Specifically, it highlights that there is an optimal tax
rate that maximizes revenue without discouraging economic activity. At extremely high
tax rates, individuals may be disincentivized to earn more income, leading to a decrease
in overall tax revenue. Conversely, if tax rates are too low, the government may not
collect enough revenue. Understanding this curve allows policymakers to balance tax
rates with the goal of maximizing revenue while promoting economic growth, making it a
crucial tool in fiscal policy formulation.   In contrast, focusing solely on regulations,
consumer spending, or trade balance strategies does not directly relate to the core
implications of the Laffer Curve regarding taxation and government revenue.
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7. What is the significance of the Laffer Curve?
A. It illustrates the concept of opportunity cost
B. It shows the relationship between tax rates and tax revenue
C. It defines the levels of national debt
D. It calculates inflation rates

The Laffer Curve is significant because it illustrates the relationship between tax rates
and tax revenue, highlighting the idea that there is an optimal tax rate that maximizes
government revenue. As tax rates increase from zero, tax revenue also rises but only up
to a certain point. Beyond this optimal point, higher tax rates can actually lead to a
decrease in tax revenue because they may discourage productivity and economic activity.
This concept has important implications for fiscal policy and tax planning, as it suggests
that lowering tax rates could sometimes lead to higher overall revenue and economic
growth. Understanding this relationship helps policymakers make informed decisions
about tax structures and revenue generation.   Other concepts mentioned, such as
opportunity cost, national debt, and inflation rates, are important in economics but do
not directly relate to the function or implications of the Laffer Curve.

8. What is a subsidy?
A. A tax used to decrease production
B. A financial assistance from the government to encourage a

certain activity
C. A fee charged for government services
D. A penalty for failing to produce goods

A subsidy refers to financial assistance provided by the government to support or
stimulate a particular economic activity or industry. This intervention is designed to
encourage production, reduce costs for consumers, or promote activities deemed
beneficial for society, such as renewable energy initiatives, agriculture, or education. By
offering financial support, the government can help lower the prices of goods or services,
making them more accessible to consumers, or support businesses in achieving
sustainability and growth.  In contrast, the other options focus on concepts that do not
encapsulate the essence of a subsidy. For instance, a tax used to decrease production
suggests a negative financial instrument, while a fee for government services indicates a
charge rather than assistance. Meanwhile, a penalty for failing to produce goods implies
a punitive measure rather than a supportive one. Thus, the definition of a subsidy as a
form of financial assistance is what makes this option the correct choice.
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9. Which of the following best defines elasticity in economics?
A. The measurement of price changes
B. The responsiveness of demand or supply to price changes
C. The constant nature of consumer preferences
D. The stability of a market over time

Elasticity in economics refers specifically to the responsiveness of demand or supply to
changes in price. It measures how sensitive consumers and producers are to price
fluctuations. For example, if the price of a good increases and consumers significantly
reduce their quantity demanded, that good is considered elastic. Conversely, if a price
change results in little to no change in the quantity demanded, that good is considered
inelastic.   This concept is crucial because it helps businesses and policymakers
understand consumer behavior, forecast revenue changes, and make informed decisions
regarding pricing strategies and market interventions. An understanding of elasticity
allows for better analysis of how different goods and services fit into broader economic
patterns.  Other options, on the other hand, do not accurately encapsulate the concept of
elasticity. The measurement of price changes focuses solely on price without considering
the reaction from consumers or producers. The constant nature of consumer preferences
and the stability of a market over time pertain to different economic concepts and do not
address how demand or supply responds to price variations. Therefore, the second choice
accurately captures the essence of elasticity in economics.

10. How does inflation impact purchasing power?
A. It increases purchasing power by lowering prices
B. It has no effect on purchasing power
C. It increases purchasing power while decreasing salaries
D. It decreases purchasing power, as higher prices mean

consumers can buy less with the same amount of money
Inflation impacts purchasing power by reducing it; when prices rise due to inflation,
consumers are able to buy fewer goods and services with the same amount of money. This
happens because the overall cost of living increases, and thus the same dollar amount
does not stretch as far as it used to. For instance, if inflation causes the price of a loaf of
bread to rise from $2 to $3, a consumer with $10 can now purchase only three loaves
instead of five.   This illustrates the connection between rising prices and decreased
purchasing power; as prices inflate, consumers may have to make choices about what
essentials they can afford. While wages may eventually adjust, they often lag behind
inflation, leading to diminished purchasing capability in the short term. Hence, the
assertion that inflation decreases purchasing power is foundational to understanding its
economic impact.
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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://econforhawaiiteachers.examzify.com

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