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1.The law of diminishing marginal utility (mu) says that .
a) AS amount of a good consumed increase the Mu of the good decrease
b) As amount of a good purchased increase the Mu of the good decrease 
c) The Mu of the good increase when the amount  of good consumed increased
d) The Mu of the good decrease when the amount of good purchased decreased
2. The consumer optimum is the point where
a) Mu per money  spent is different for all goods and income  less expenditure 
b) Mu per money  spent is the same for all commodities and  income equals  expenditure 
c) Mu is greater than money spent for commodities
d) Mu per money spent is the same for all commodities and income greater than expenditure
3.. Which of the following is correct about utility?
a) The MU derived from the consumption of good increase as consumption increases 
b) The TU derived from the consumption of good increase up to a certain point as consumption increase
c) The TU does not increase as consumption increase
d) Total utility (TU) is decrease when consumption increase at all level
4.Which one of the following shows the true relationship among P=AR=MR, Let P=5Birr (market price) and AR=Average revenue of a perfectly competitive firm and also MR=MC
a) AR>5           b) 5=AR=MR             c)5=MR>AR            d) 5<MR<AR
5. Which is correct about indifference curve?
        a)The combinations of many goods Which  give higher level of satisfaction to the consumer
        b)The various combinations of three goods which give equal satisfaction to the consumer 
        c) The various combination of two goods which give equal satisfaction to the consumer
        d) The combinations two different goods does not give satisfaction
6. Which of the following statement is more describe the perfectly competitive market?
a) Large number of producers supply heterogeneous products to the market
b) Different producer set different price for their products
C) The price of goods and service determined by each firm
d) Many producers supply homogeneous products to the market
7. The characteristics of monopolistic competition expresses as
a) There is entry barriers                                
b) There is only one seller in the market
c) Partial control price 
d) Price competition is used among sellers
8. The point of tangency between the budget line and the indifference curve shows.
a) Equilibrium of the consumer        c) equilibrium price
b) Price and consumption point          d) none of the above
9. Linear indifference curve shows
a) Perfect substitute 		C) Differentiated product
b) Perfect complements 	D)  None of the abovE
10. In the long run   A) All cost are fixed
  B) Fixed costs are greater than variable costs
C) All cost are varied 		d) Variable cost equal fixed cost
11. In oligopoly market    a)  Many firms selling differentiated products
                            b)  The market covers by few sellers of large firms
c) Produce only close substitute products 
d) Firms sell their selected similar product
12.The necessary condition profit maximization or loss minimization in perfect competition 
a) total revenue equal to total cost
b) marginal revenue equal to average cost
c) the maximum output  produced by the firm
d) marginal revenue equal to marginal cost 
13. Which of the following is not true about collusive oligopoly 
a) the few sellers collude to cartels to avoid completion
b) there is no competition in the market due to collusion
c) firms decisions are independent of rival firms in the market
d) firms decisions are interdependent of each other
14. Which is not the problem of the industrial sector post 1991
a) Lack of finance                     c) technological problem
b) Input related problem        d) none
15. Ethiopians who own factory in sudan, earn income from selling of goods , then this income earned included  in 
a) GNP sudan                                c)GDP of Ethiopia
b) GNP of Ethiopia                        d) both ethiopia and sudan GNP
16. A stock is 
a) A quantity measured per unit of time 
b) The amount of new addition to the existing value
c) The total accumulated value of some thing 
d) Similar that of flow 
17. GDP deflator refers to 
a) The equality of nominal GDP and price index
b) The ratio of nominal GDP and real GDP 
c) Implicit price deflate for greater  than price index 
d) None of the above 
18. A change in the price level shows that 
a) Inflation                             c) either inflation or deflation
b) Deflation                            d) economic growth 
19. For the calculation of GDP in the income approach consists; except 
a) Employee wage (salary)              c) Interest income received by house holds
b) Rent payments for use of land   d) business investment spending 
20. Business investment spending, exclude 
a) Fixed investment               c) Inventory investment 
b) Residential investment     d) Investment made by the government
21. In the short run, perfectly competitive firm earn positive economic profit when
a) P  ATC          b) P   ATC          c) MR  MC       d) AR  AVC
22.which of the following is not the determinants of consumption expenditure 
a) Rate of interest            c) Individual nature
b) Level of wealth             d) money income
23. which of the following is true according to Keynesian consumption function 
a) Marginal propensity to consume is  between zero and one 
b) The average propensity  to consume falls as income decrease
c) Consumption is determined by future income
d) All of the above
24. When income is zero, consumption will be
a) Zero       b) less than zero        c) autonomous       d) not consume
25. Which of the following is the reason for trade restriction, except
a) It is use for the purpose of national security 
b) To protect domestic jobs 
c) For rising price of goods 
d) To maintain the domestic standard of living
26. Tariff imposed for
a) Price related restriction               c) quota restriction
b) Quantity  related restriction        d) all of the above
27. which is not true about importance of import substitution 
a) It replace imported items by domestic product 
b) It helps to rise government revenue
c) To protect  small industries from competing with cheap imported goods
d) To crate closed economy  
28. The advantage of using a fixed exchange rate system include
a) Stability of the value of local currency 
b) Provision of greater certainty for exporters and imports 
c) It helps to the government maintain low inflation 
d) All of the above 
29. Intervention that aim to discourage international trade is
a) Whole sale trade policy              c) trade policy 
b) Restrictive policy                           d) foreign trade policy 
          30. ---------- is an income that  is earned by self- employed individuals
a) Compensation of employee            c) corporate profits 
b) Proprietors income                            d) personal rental income  
31. The value of a price of equipment decrease as we use in production process is ------
a) Investment        b) Induced investment     c) replacement investment    d) depreciation
32. The price of one currency in terms of another currency refers to
a) Fixed exchange rate                  c) exchange rate
b) Flexible exchange rate            d) none of the above
33. Which of the following ways to increased productivity 
a) Increasing the output level with equal increase in input 
b) Increasing the output using the same input 
c) Rising input for producing constant output 
d) Increasing the input to maximum amount with a smaller increase in output
34. Components of the human development index (HDI)
a)Life expectancy indicators                     c) stander of living 
b) Educational attainments indicators      d) all of the above
35. Disposable income differs from personal income by 
a) Net export       b) personal saving   c) personal taxes    d) consumption
36. The millennium development goals not includes 
a) Increase child mortality 
b) Ensure environmental sustainability
c) Eradicate extreme poverty and hunger
d) Promote gender equality and empower women 
37. Which of the following is the advantages of using a fixed exchange rate system ?
a) Stability of the value of local currency 
b) Provision of greater certainty exports and import
c) Help the government maintain low inflation   d) all of the above
38 .Which of the following statement is wrong about Economics?    
       A. It is science of choice that studies how people choose to use scarce productive resource. 
        B. Microeconomics and macroeconomics are the two main branches of it. 
         C. The term Economics generated from “Latin” word. 
         D. It studies about the efficient allocation of scarce resource.
39. Which one of the following is not the objective of Macroeconomics?
         A. Stable price.                              B. Full employment.  
         C. Fair distribution of income.      D. All are the objectives of Macroeconomics. 
40. The difference between Microeconomics and Macroeconomics is that:
        A. Microeconomics studies the behavior of individual decision making units while ,
             macroeconomics  studies the behavior of the whole economy.
       B. Microeconomics studies the behavior of the whole economy while ,
             Macroeconomics studies about the behavior of individual decision making units.
      C. Microeconomics studies about inflation while Macroeconomics studies a single commodity’s 
           price change.
      D. Microeconomics studies the behavior of the aggregate economy while Macroeconomics 
         studies the economy at disaggregate level.   
41. In measuring GDP, Gross Domestic investment [Ig] refers to:
          A. All final purchases of Machinery, equipment and tools by business enterprises. 
          B. Changes in business inventories.  
          C. All construction (building a new factory, warehouse)
          D. All.
42. Which of the following is/are wrong about Gross Domestic product (GDP):
         A. It captures the value of all current final products which are produced within  
            the boundary of a   country without considering the ownership of the products.
         B. It is the Market value of all final goods and services which are produced in a country each year.
          C. It can be represented by an individual income and expenditure in the economy 
              that made on goods and services. 
             D. All are correct statements about GDP. 
43. Which of the following is always true?    
       A. Nominal GDP is less than the real GDP. 
        B. Real GDP is equal to the Nominal GDP. 
        C. Nominal GDP is less than the real GDP during inflation. 
        D. Nominal GDP is greater than real GDP   during inflation.  
44. If solution would not let to inflation by the government at its early stage, it can be:
       A. Changed from moderate type to walking inflation type. 
        B. Gallop at a quick rate (dual or triple –digit) annually for a short period of time. 
        C. It raises rapidly the price of commodities at the rates of two digits per year. 
         D. all can be answers. 
45. Which one of the following is correct about NFI, GNP and GDP ? 
         A. Net factor income greater than zero, then Gross National product greater than 
              Gross Domestic Product. 
          B.Net factor Income less than zero, then Gross National Product less than Gross Domestic Product. 
          C. Net factor Income equals Gross National Product and Gross Domestic Product whenever. 
           D. A and B
46. Which of the following is correct about unemployment? 
         A. Frictional unemployment is the results of absences in vacancies.
          B. An agricultural graduate (DA) looking for a job at ‘piassa’ is an example 
               of structural unemployment. 
          C. A civil engineering graduate looking for a job at clinic is an example 
               of cyclical   unemployment. 
          D. None
47. Which of the following is not the opportunity cost of unemployment?
         A. Loss of valuable human resource.    C. Economic Growth. 
          B. Demoralizing the unemployed.          D. All. 
48. Which of the following is not a cause for demand pull inflation? 
        A. A continuous decline in aggregate supply of goods and services. 
        B.   Increase in aggregate demand for goods and services.
        C. When the aggregate demand for goods and services in an economy exceeds 
            the aggregate supply in an economy.
         D. When “too much money is chased to few goods and services”.
49.   A. pendulum like Oscillation in market economy is: 
            A. Business cycle.        C. Boom –bust cycle. 
             B. Trade cycle.              D. All 
50. In which of the following district phases of business cycle inflationary pressures on prices
       are evident and subside respectively? 
         A. Peak / contraction   B. Contraction  / Peak    C. Trough /recovery    D. Recovery/trough  
   51. Which of the following is wrong about balance of trade?
          A. It is the component of balance of payment (BOP)
           B. It is the difference between export and import of goods and services of a country 
             for a given period. 
            C. It is visible trade type.        D. None. 
52. Which of the following gap of balance of payment is mismatched? 
         A. Import exceeds export   trade deficit.         C. Export exceeds import  trade surplus.
          B. Export equals import trade is balanced.     D. Import exceeds export  trade is balanced.          
53. Which of the following is/are correct ?
          A. Many countries (nations) seek trade surplus; however, some degree of trade deficits is economically  tolerable. 
           B. Large trade deficits will result a country in a series of financial crises.
           C.  During large trade deficits and series financial crises, foreign investors become pessimistic about a country’s economy and move their money to other country from such country. 
            D. All.
54. Which of the following is/are true about classical schools of thought?  
        A. Adam Smith and David Reccardo were among the principal advocators of 
             classical school of thought. 
         B. For classical Market is “imperfect “as that of Keynesian school of thought. 
         C. As classical school of thought “supply creates its own demand”.      D. A and C.
55. The Keynesian school of thought were/are:
        A. More useful for analyzing the short-run Micro economic analysis. 
         B. Replaces the self-correcting feature of the market by policy prescription effect.
          C. closely followed the finding of classical, but emphasizes their limitation of “laissez fair”.
          D. A and B are correct answer. 
56. Which one of the following is correctly matched with the given schools of economic thought?  
       A. Monetarists prescribe monetary policy for Macroeconomic problem analysis. 
        B. Both Keynesians and monetarists prescribe similar and the same measures to solve any 
            macroeconomic problems.  
        C. Neoclassical school of thought are “new views” of Keynesians.        D. All 
57. Which of the following is correct about Aggregate demand?
         A. It is the total expenditure on consumption and investment. 
         B. It is the total spending by all entities in the economy. 
         C. Its curve is downward sloping.         D. All. 
58. Which one of the following clearly states about aggregate demand and aggregate supply curves?
       A. The aggregate demand curve slopes down ward while the aggregate supply curve slopes upward. 
        B. Both the AD curve and AS curve slopes downwards. 
         C. the AS curve slopes downwards while the AD curve slopes upward.   D. None. 
59. Which one of the following statement is correct concerning inflation? Inflation results in:
        A. Better income, decrease in cost of living, and higher standards of living.
        B. Economic growth, greater education opportunity, and full employment of resources. 
        C. Money buys less and increase in cost of living         D. All except C. 
60. Which type of GDP measuring approach sum up currently produced market values 
      of each sector goods and services of an economy?
   A. Expenditure Approach.       C. Income approach.   
    B. Product Approach.              D. Net investment approach. 
61. Which of the following statement is not correct ?  
      A. Policy variables and exogenous variables are the two determinants of aggregate demand (AD). 
       B. Any negative change in level of income of the people, real interest rate, availability 
        of credit and the level of economy will shift the aggregate demand curve to the left. 
     C. Expectation about future sale is among the factors which affect consumption. 
     D. Individuals with greater wealth, feel financially more secure; whereas, individuals 
         with less wealth feel financially less secure. 
62. Rise in income taxes ____________. 
       A. People will have more take home-pay to speed. 
       B. Decreases disposable income and consumption of households. 
       C. Increase disposable income and expenditure by households. 
       D. Rise consumption (). 
63. Which of the following is not correct about businesses and business taxes?
        A. increase in business tax declines investment expenditure (spending). 
         B. Increase in business tax increases expected profitability.
         C. Increase in business tax lower expected profitability. 
         D. Businesses naturally expected after tax profit while making their investment decision. 
64. Which of the following is/are government response/s to Market failure?
        A. Direct provision of Merit and Public goods. 
        B. Legislation, taxation and subsidies.
        C. International cooperation among governments.        D. All. 
65. Which of the following is not among common types of Market failure?
       A. Power abuse-Monopoly (Monopsony).
       B. Information asymmetry and factor immobility. C. Externalities.  D. None. 
       66. Most goods around us such as food items, households furniture, clothes, pens and houses are:
       A. Impure  public goods,   C. private goods 
       B. Pure public goods.         D. All. 
67. Which of the following is not among the solutions to Market failure? 
      A. Government imposed solution-taxes and subsidies.
      B. Private market solution–tort -law. 
      C. Private collective action -utility co-op.
       D. All are solutions for  market failure. 
68. The two main and known factors which makes the classification of goods as public 
       goods not to be  absolute are:
       A. Current economic activities and future expectations.
       B. Government decision and households plan. 
       C. Market condition and technology.       D. None of the above.
69. Which of the following statement is wrong about public and/or  private goods?
       A. Honesty, fair income distribution, polio vaccination and HIV/AIDS  
            blood tests are      commodities conventionally considered as public goods. 
       B. Public provision of a good necessarily means that it is produced by public sector.
       C. Pure private goods have negative Marginal cost. 
       D. All are wrong statements
70. Common pool resources or congestible goods are:
     A. Excludable and rivalrous .
     B. Non-excludable and Non-rivalrous.
     C. Non-excludable and rivarous. 
     D. Excludable and Non-rivalrous.
71. From the nature of externalities, the counter actions or responses to each other by parts refer as:
      A. Externalities generated by consumers or producers. 
      B. Externalities can be either positive or negative (beneficial or harm full). 
      C. Externalities are reciprocal in nature. 
      D. Externalities are results of combined actions. 
72. All of the following activities generate positive externalities except: 
      A. Flower farming and neighboring fence. 
      B. Street light and beautifying land scape. 
      C. Education, park, neatness of neighborhood. 
      D. Manufacturing products such as: textiles or leather garments. 
73. Which of the following is/are correct about externality and its efficiency.   
      A. Where there is negative externality, there is an external cost of pollution and MSC > PMC. 
      B. Marginal social cost is the sum of Marginal private cost and Marginal external cost. 
      C. Positive externality is when MSBMPB, (where there is external benefit).      D. All.
74. ____refers to a situational in which a buyer cannot observe the actions of a seller in the market. 
    A. Market signaling.          C. Asymmetric information. 
    B. Adverse selection          D. Moral hazard. 
75. ___________is not a part of fiscal policy  .The way by which the government:
     A. Mobilizes its revenues. C.  Employed policy to raise its revenue.
     B. Sets exchange rate and interest rate.     D. determine tax burden. 
76. Which one of the following can be exercised by government income policy?
     A. Building of dams               C. Control of wages and prices. 
     B. Control of corruption         D. Building of houses. 
77. Appreciation (revaluation) in a country’s currency results in:  
      A. More of a foreign currency to buy a country’s currency. 
      B. More of a country’s currency to buy a foreign currency.
      C. Swing down the values of a country’s currency in terms of a foreign currency.
      D. No change both in a given country’s currency and foreign currencies. 
78. Which of the following is /are correct about government policies?
    A. Fiscal policy is the expenditure and revenue policy. 
     B. Monetary policy involves the process of drafting, announcing, and implementing the plan and         actions taken by monetary authority, to control the quantity of money in an economy. 
C. Income policies are economic wide range wages and price controls policies, where as foreign     exchange  policy is foreign exchange regime which regulates foreign exchange transactions in the financial system.
     D. All are correct statements. 
79 .Expansionary fiscal policy:
      A. Adopted when the economy faceses   problem of deficient demand. 
       B. Expenditure policy (increase in expenditure) and revenue policy (reduce tax rate )are its major 
      instruments.
       C. shift aggregate demand closer to the full-compliment level of output and raise the price level to the 
      level associated to potential GDP.  
          D. All are correct about expansionary fiscal policy.
80. Monetary policy Macroeconomic objectives are : controlling  inflation, consumption , growth and liquidity through:
A. Modifying the interest rate. 			C. Regulating foreign exchange rate. 
B. Buying and selling government bonds.		D. All.
Item 81 to 85 are to be attempted by sighted candidates only.
81. If a hypothetical nominal GNP of a given country was $ 64 billion and its price index (PI) was 128 in a   given year, 2017, then what was the real GNP for the given year? 
      A. $ 50 billion    B. $64  billion    C. $ 128 billion    D. $ 100billion 
Information:-If  consumer price index (CPI) of consecutive years from (2004 E.C to   2007 E.C) were 100,140,120,and 200 respectively are given, then answer questions (81)and (82). 
82.    Inflation rate in (2005 E.C) from (2004 E.C) was ________.
     A. 40%      B. 66.6%    C. 14.3%     D. None. 
83. from the given information the inflation rate in (2006 E.C) from (2005 E.C): 
     A. Show deflation which is the opposite of inflation.
     B. Show inflation which is the opposite of deflation. 
     C.  (-14.3%) value wise. 			D. A and C.
84. Assume that nominal GDP is birr 200 and the price index is birr 2.5 then the real GDP will be
a) 0.8        b) 80              c) 120          d) 0.2
85. Suppose, Ato chala’s disposable income increased from birr 3000 to birr 4000 and his consumption increase from birr 1500 to birr 2200, then, the marginal propensity  to consume (MPC ) will be 
a) 1         b)  0.7            c)  0.3            d)  3
Item 86-90 are to be attempted by visually impaired candidates only. 
86. When the price level in an economy persistently rises over a period of time at slow rate (3% or less), then:
      A. It creates Moderate inflation type to an economy.
      B. There is a necessary condition of economic growth in such economy. 
      C. it’s a quick rate inflation type in which annually dual rate can be recorded. 
      D. A and B of the above. 
87. Which of the following is /are correct?  
      A. Deflation is the opposite of inflation. C. The classical aggregate supply curve is vertical   
      B. the Keynesian aggregate supply curve is horizontal. D. All.
      88. What is the consumer price index (CPI)? It is:  
       A. The ratio of current cost of basket to the base year cost of basket multiplied by hundred. 
        B. The additive of the current cost of basket and the base year cost of basket. 
        C. It is the product value of current cost of basket with base year cost of basket.  
         D. None. 
89. What is static Equilibrium ? it is :
       A. The short –run equilibrium where the Aggregate demand curve intersect 
       with Aggregate supply curve. 
      B. The long-run equilibrium where the Aggregate demand curve intersect 
         with Aggregate    supply curve. 
      C. When there is excess Aggregate demand over Aggregate supply in the economy? 
      D. None. 
90. Which of the following used to discourage the production/consumption of hazardous goods (goods which results in negative externalities)? Providing:
     A. Subsidy   B. additional profit them   C. Tax    D. All. 

                                                                             THE  END!!
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