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1. The long-run average cost curve most directly shows
{a) the lowest per unit cost of producing a given level of output,
{h} the additional cost of producing an extra unit of output.
(c) the cost saving from substituting capital for labor.

(d) the gain to producers from innovation.

RTINS 1

2. If there were a steady decrease in demand for a product produced in a competitive market, we would

predict that
(a) firms will gradually leave the industry and the productive capacity of the industry will shrink.
(b) firms will modernize capital equipment in order to increase efficiency.
(c) existing firms will increase output levels  recover losses.
(d) the industry will expand as new, more efficient firms enter.

3. A competitive firms equilibrium output occurs where market price (p) equals marginal cost (MC); a
monopoly firms produces at an output where

(a) p<MC.
(b) p=MC.
(c) p=MC.
(d) the relationship of price to marginal cost is indeterminate for a monopoly.
4. As compared to other firms that may have monopoly power, a natural monopoly
a) faces a demand curve that is inelastic throughout its entire output range.
8 has average cost that decline continuously over the entire range of mdustry demand.

() is often the result of conglomerate mergers.
(d) is likely to have a stranglehold on some natural resource.

5. If a doctor raises fees and works fewer hours per week, this suggests that

{a) the doctor regards leisure as an inferior good. , . _
ib) the doctor's choice represents disequilibrium behavior that will soon be modificd.
{c) the income effect to pursue more leisure activitics dominates the substitution effect to work

longer huure
(d) all of above are correct.
6. Which of the following statements concerning the likely consequences of a comprehensive minimum

wage is correct?
(a) In competitive labor markets, a binding minimum wage has no adverse employment effects.
(b) In monopsonistic labor markets, a minimum wage set equal to the competitive wage will increase

wages but not employment.
(c) The employment effects of minimum wages in competitive labor markets will be the same as in

monopsonistic labor markets.
(d) In monopsonistic labor markets, a binding minimum wage may increase both wages and

employment.

7. 'The incidence of a sales tax
(a) is entirely burne by consumers who must pay the tax in addition tw the good's price.

{b) is entirely borne by producers who must lower prices by the'amount of the tax in order to sell the
same quantity. o
(c) is generally shared by consumers and producers depending upon the elasticities of demand and

supply.
(d) None of the above are currect.
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R When the price of an inferior good falls (ceteris paribus), -E'
(a) the substitution and the income effects reinforce each other in causing an increase in the quantity |3
demanded of the inferior good. #*
(b) the substitution and the income effects reinforce each other in causing a decrease in the quantity A
demanded of the inferior good. %
() the substitution offect tends to increase the quantity of the good demanded, while the income
effect tends to reduce it. L3
(d) the substitution effect tends to decrease the quantity of the good demanded, while the income ]
effect tends to increase it. £
w

9. Which of the following statements is false with regards to the Slutsky substitution effect?
(a) It is larger than the Hisksian substitution effzct.
(b) 1t leads to a demand curve which is more elastic than the Hisksian demand curve.
difference curve than before the price change.

(c) Consumption is on a different in
(d) Tt is given by a movement along the same indifference curve.

10. With reference to the Cournot model, determine which of the following statem
(a) The dupolists do not recognize their interdependence.
(b) Each dupolist assumes the other will keep its quantity constant.
(c) Each dupolist assumes the other keep its price constant.
(d) Each duopolist assumes the other keeps its quantity constant.

ent ig false.
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1. The long-run average cost curve most directly shows
{a) the lowest per unit cost of producing a given level of output.
(b} the additional cost of producing an extra unit of output.
(c) the cost saving from substituting capital for labor.
(d) the gain to producers from innovation,

2. 1f there were a steady decrease in demand for a product produced in a competitive market, we woul

% ER Rk

predict that
(a) firms will gradually leave the industry and the productive capacity of the industry will shrink.
(b) firms will modernize capital equipment in order (0 increase elfciency.

(c) existing firms will increase output levels to recover losses.
(d) the industry will expand as new, maore efficient firms enter

3. A competitive firms equilibrium output occurs where market price (p) equals marginal cost (MC); a

monopoly firms produces at an ourput where

{a) p<MC.
{b) p=MC.

(e) p=MC.
(d) the relationship of price to marginal cost is indeterminate for a monopoly.

4. As compared to other firms that may have monopoly power, a natural monopoly
{a) faces a demand curve that is inelastic throughout its entire output range.
{b) has average cost that decline continuously over the entire range of industry demand.

%lnrn erate mergers.

{c) 15 often the result of con
ehold on some natural resource.

{d) is likely to have a strang
5. 1f a doctor raises fees and works fewer 1ours per week, this suggests that
{a) the doctor regards leisure as an inferior good.

{b) the doctor's choice represents disequilibrium behavior that will soon be modified.
(c} the income effect to pursue more leisure activities dominates the substitution effect to work

longer hours,
(d) all of above are correct.

6. Which of the following statements concerning the likely consequences of a comprehensive minimum

wage is correct? o
(a) In competitive labor markets, a binding minimum wage has no adverse employment effects.
(b} In monopsonistic labor markets, a minimum wage set equal to the competitive wage will increase

wages but not employment.

(¢) The employment effects of minimuam wages in competitive labor markets will be the same as in
monopsonistic labor markets,

(d) In monopsonistic labor markets, a binding minimum wage may incrcase both wages and
employment.

7. The incidence of a sales tax ‘ - ‘
{a) is entirely borne by consumers who must pay the tax in addition to the good's price.
(b) is entirely borne by producers who must lower prices by the amount of the tax in order to sell the

same quantity. s
{c) is generally shared by consuraers and producers depending upon the elasticities of demand and

supply.
(d) None of the above are correct.
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8. When the price of an inferior good falls (ceters paribus}, _ _
(a) the substitution and the income effects reinforce each other in causing an increase in the quantity

demanded of the inferior good . _
(b) the substitution and the incom¢: effects reinforce each other in causing a decrease in the yuantity

demanded of the inferior good.
(¢) the substitution effect tends to increase the quantity of the good demanded, while the income

effect tends to reduce it.
(d) the substitution effect rends to decrease the quantity of the good demanded, while the income

cffcet tends to increase it

9. Which of the following statements is false with regards to the Slutsky substitution effect?

(a) It is larger than the Hisksian substitution effect.
(b) It leads to a demand curve whi ¢l is more clastic than the Hisksian demand curve.

(c) Consumplivn is on a different indifference curve than before the price change.
(d) It is given by a movement along the same indifference curve.

10. With reference to the Cournot modzl, determine which of the following statement is falsc.
(a) The dupolists do not recognize their interdependence.
(b) Each dupolist assumes the other will keep its quantity constant.
(¢} Each dupolist assurnes the other keep its price constant.
(d) Each duopolist assumes the other keeps its quantity constant.
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1. A personnel manager wants to compare the mean number of monthly

absences for two categories of employces. The personnel manager randomly
selected five months and counted the number ot absences for each group.
The data are shown in below.

‘CategoryA | 20 18 19 | 22 28
Category B | 32 28 38 | 32 21

Do the data provide sufficient evidence to indicate a difference in mean
number of absences for the two categories? Test with a= 0.1

_ A random sample of 80 family incomes were surveyed and the data are as

follows. Determine if the family incomes are normally distributed using o =
0.05.

Incomes (§1000) | 30-49 | 50-69 | 70-89 | 90-119 |120-139
Frequency 5 12 30 25 g

. John’s Dog and Pony Show is scheduled to appear m Taiper on May 14.

The profits obtained are heavily dependent on the weather. [f the weather
is rainy, the show loses $15,000, and if sunny the show makes a profit of
$10,000. (We assume that all days are cither rainy or sunny.} John can decide
to cancel the show, but if he does he forfeits a $1,000 deposit he put down
when he accepted the date. The historical records show that on May 14 it
rained 1/4 of the ime in the last 100 years.

(a) What is the expected valuc of perfect information?

(b) John has the option to purchase a forecast from ABC Weather. ABC’s
accuracy varies. On those occasions when it has rained, he has been
correct (i.e, he predicted rain) 90% of the time. On the other hand,
when it has been sunny, he has been right (i.e., he predicted sun) 80%
of the time. How much should John be willing t pay fur the forecast?

_Sam and Mary decide to meet at the train station. If each person

independently arrives at a time uniformly distributed between 6:30 pm. to 7
p.m., calculate the probability that the first to arrive has to wait longer than
10 minutes.
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Depreciation is a process of:
a. valuation.

b. cost allocation.
e. cash accumulation.
d. appraisal.

Cuso Company purchased equipment on
January 1, 1995 at a total invoice cost
$400,000. The equipment has an esti-
mated salvage value of $10,000 and an es-
timated useful life of five years. The
amount of accumulated depreciation at
Decermnber 31, 1996, if the straight-line
method of depreciation is used is:

a. $RO0,000.

b. $160,000.

c. $78,000.

d. $156,000.

Kant Enterprises purchased a truck for

511,000 on January 1, 1995, The truck will

have an estimated salvage value of $1,000

at the end of five vears. Using the units of

activity method, the balance in accumu-

lated depreciation at Decernber 31, 1996,

can be computed by the following for-

mula:

a. ($11,000 + Total estimated activity) >
Units of activity for 1996.

b. ($10,000 + Total estimated activity} x
Units of activity for 1996.

c. ($11,000 = Total estimated activity] *
Units of activity for 1995 and 1996,

d. ($10,000 < Total estimated activity) x
Units of activity for 1995 and 1996.

. When there is a change in estimated

depreciation:

a. previous
corrected.

b. current and future vears’ depreciation
should be revised.

c. only future years’ depreciation should
be revised.

d. None of the above.

depreciation  should  be

Improvements are.

a. revenue expenditures.

b. debited to an appropriate asset ac-
count when they increase useful life.

c. debited to accumulated depreciation
when they do not increase useful life,

d. debited to an appropriate asset ac-
count when they do not increase use-

6.

10.
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In exchanges of similar assets: X
a. neither gains nor losses are recognized L
immediately. B
b. gains, but not losses, are recognized i !
immediately.
c. losses, but not gains, are recognized ¥
immediately.

d. both gains and losses are recognized
immediately.

Averroes Company expects to extract 20
million tons of coal from a mine that cost
512 million. If no salvage value is ex-
pected, and 2 million tons are mined and
sold in the first year, the entry to record
depletion will include a:

a. debit to Accumulated Depletion of

52,000,000,

b. credit to Depletion Expense of
51,200,000.

c. debit to Depletion Expense of
51,200,000

d. credit to Accumulated Depletion of
2,000,000,

All but cne of the following is reported in

a retained earnings statement. The excep-

tion is:

a. cash and stock dividends.

b. net income and net loss,

c. sales of treasury stock above cost.

d. some disposals of treasury stock be-
low cost.

. A prior period adjustment is:

a. a correction of an error that is made
directly to retained earnings.

b. reported in the income staternent as a
nontypical item.

c. reported directly in the stockholders’
equity section.

d. reported in the retained earnings state-
ment as an adjustment of the ending
balance of retained earnings.

[n the stockholders’ equity section, Stock

Dividends Distributable is reported as

alan}:

a. deduction from total paid-in capital
and retained earnings.

b. addition in additional paid-in capital.

¢. addition in capital stock.

d. deduction from retained earnings.
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1. The long-run average cost curve most directly shows
a) the lowest per unit cost of producing a given level of output.
) the additional cost of producing an extra unit of output.
{<) the cost saving from substituting capital for labor.
(d) the gain to producers from innovation.

B E

2. Iféléﬁ:re t?;cre a steady decrease in demand for a product produced in a competitive market, we would
predict that _ _ ) o
(a) firms will gradually leave the industry and the productive capacity of the industry will shrink.
(b) firms will modernize capital equipment in order to increase efficiency.
(c) existing firms will incrcasc output levels to recover losses.
(d) the industry will expand as new, more efficient firms enter.

Enx

3. A competitive firms equilibrium output occurs where market price (p) equals marginal cost (MC); a
monopoly firms produces at an output where
(a) p<MC.
(b) p=MC.
(c) p>MC. o
(d) the relationship of price to marginal cost is indeterminate for a monopoly.

4. As compared to other firms that may have monopoly power, a natural menopoly
(a) faces a demand curve thal is inelastic throughout its entirc output range.
{b) has average cost that decline continuously over the entire range of industry demand.
(c) is often the result of conglomerate mergers.
(d) is likely to have a stranglehold on some natural resource.

5. If a doctor raises fees and works fewer hours per week, this suggests that
(a) the doctor regards lcisure as an inferior good. . _ .
(b) the doctor's choice represents disequilibrium behavior that will soon be modified.
(c) the income effect to pursue mere leisure activities dominates the substitution effect to work
longer hours.
(d) all of above are correct.

6. Which of the following statements concerning the likely consequences of a comprefi&nsive minimum
wage is correct? o :

(a) In competitive labor markets, a binding minimum wage has no adverse employment effects.

(b) In monopsonistic labor markets, a minimum wage set equal to the competitive wage will increase
wages but not employment. ] N _ _

(c) The employment cffects of minimum wages in cornpetitive labor markets will be the same as in
monopsonistic labor markets. o _

(d) In monopsonistic labor markets, a binding minimum wage may increase both wages and
employment. .

7. The incidence of a sales tax _ N o
(a) is entirely borne by consumers who must pay the tax in addition to the good's price.
(b) is entirely borne by producers who must lower prices by the.amount of the tax in order to sell the
same quantity. ‘ o
(c) is generally shared by consumers and producers depending upon the elasticities of demand and
supply.
{d) None of the above are correct.
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8. When the price of an inferior good falls {ceteris paribus), i
(a) the substitution and the income effects reinforce cach other in causing an increase in the quantity #*
demanded of the inferior good. . _ 325
(b) the substitution and the income effects reinforce each other in causing a decrease in the quantity %
demanded of the inferior good.
(c) the substitution effect tends to increase the quantity of the good demanded, while the income % |
effect tends to reduce it o
(d) the substitution effect tends to decrease the quantity of the good demanded, while the income &
effect tends to increase it. e
9. Which of the following statements is false with regards to the Slutsky substitution effect? -
{a) It is larger than the Hisksian substitution effect.
(b) It leads to a demand curve which is more clastic than the Ilisksian demand curve.
(¢) Consumption is on a different indifference curve than before the price change.
(d) It is given hy a movement along the same indifference curve.
10. With reference to the Cournot model, determine which of the following statement is false.
(a) The dupolists do not recognize their interdependence.
(b) Each dupolist assumes the other will keep its quantity constant.
(¢) Each dupolist assumes the other keep its price constant.
(d) Each duopolist assumes the other keeps its quantity constant.
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