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INSTRUCTIONS
1. On the Scantron answer sheet, you must

 PRINT your family name,


PRINT your given name 


PRINT your student number

2. On the Scantron answer sheet, you must

 fill in all the appropriate bubbles corresponding to your name,


 fill in all the appropriate bubbles corresponding to your student number
Instructions 1-2 (above) are an integral part of the examination. 
Failure to comply with these simple instructions causes additional work, delay and confusion.  If you fail to follow the above instructions (1-2), you will have 5 marks deducted from your grade on this exam!
4.  NO AIDS (i.e. calculators) are allowed.

5. When entering your answers on the Scantron sheet:

 Use a medium (HB) pencil

 Fill in the bubbles neatly and completely

 Erase any changes as completely as possible

 Be very careful to place each answer in the correct place

6. This booklet consists of 41 multiple choice questions.
7. Total time for the exam is 90 minutes.
8. This exam consists of 11 numbered pages, including this one.  Please check that you have all the pages.

MULTIPLE CHOICE.  Choose the one alternative that best completes the statement or answers the question. 

1)
What is the version of the exam you are writing? (Correct Answer is A)

a)
Version 1  


b)
Version 2  

2)
The comparison of what an economic system produces to the resources used to produce it is 
known as: 

a)
productivity 


b)
aggregate output 


c)
GDP 


d)
resource ratio 

3)
The features of a sole proprietorship include all the following except: 

a)
their growth tends to be limited by limited resources 

b)
you can have only one employee
c)
they are easy easy to dissolve 

d)
unlimited liabilities 

e)
they are simple to form 

4)
Which of the following best defines the term business cycle?  


a)
the pattern of short-term ups and downs in an economy  


b)
the total quantity of goods and services produced by an economic system during a given 


period  


c)
the conditions of the economic system in which an organization operates  


d)
the measure of economic growth that compares how much a system produces with the

 

resources needed to produce it  


e)
the total quantity and quality of goods and services that a country's citizens can 



purchase with the currency used in their economic system  
5)
Which of the following would be included in the gross domestic product of England?   

a)
the profits earned by a Canadian-owned manufacturing plant England  


b)
the wages paid to English workers producing software for a Canadian company

operating in Toronto

c)
the sales of software at the UTSC Bookstore produced by an English transfer student
d)
none of the above  

6)
A factor that contributes directly to improving labour as a factor of production is: 

a)
creation of more manual-labouring jobs 

b)
programs that decrease unemployment 

c)
better education for more of the population 

d)
increased purchasing power by employees 

7)
Why might I pay $1250 for an Apple laptop instead of $650 for a laptop from another 
company?

a) Apple’s product costs more to produce

b) The competitor’s laptop is lighter so less expensive

c) Apple has differentiated its laptop compared to those of its competitors

d) Apple’s laptop comes with an annual membership in the ‘apple pie recipes of the month” club

For questions 8-10: Tommy’s T-Shirts retails two kind of shirts: a Go Argos blue and white cotton blend, and a rainbow-coloured tie-dye sleeveless shirt. Last year, Tommy’s sold 5,000 of the Go Argos shirt, selling them for $15 each. The company also sold 2,000 of the tie dye shirts for $20 each. For each type of shirt, the cost of the shirt (that Tommy’s pays to its supplier) as well as packaging totaled $10 per shirt. Also, Tommy’s paid $20,000 in rent and other expenses for the store.  Finally, the store paid a total of $20,000 to five students who worked part time, helping out on busy Friday and Saturday nights. Tommy paid himself no salary, but took home all of the profits. 
8)
Last year, Tommy’s revenue was  


a)
$40,000  


b)
$30,000  


c)
$115,000  


d)
$ 85,000
9)
Last year, Tommy’s made a profit of 


a)
$40,000  


b)
$5,000  


c)
$60,000  


d)
loss of $10,000

10)
Comparing the two products that Tommy’s is selling, we can say that: 


a)
The tie-dye shirts lost money.


b)
The Go Argos shirts lost money.


c) 
The tie-dye shirts generated more total profit over the year than the mixed seasonal 



bouquet.


d)
the tie-dye shirts generated more profit per unit, but less overall profit for the year, 

compared to the Go Argos shirts.
11)
How do most people start a new business? 

a)
they start the business themselves, beginning from nothing
b)
buy out the other partner 

c)
buy an existing business 

d)
inherit the business 
Questions 12 - 14)


You are reading the business section of our country’s national newspaper, “Practically the Truth”. One article really stands out to you:
A Hard Spot for Canada’s Three Largest Diamond Miners
The nation’s diamond mining industry continues to be hit by the worldwide recession. CanDi, the nation’s second largest supplier of diamonds, announced overall sales had declined from $600 million in 2010 to $540 in 2011, a decline of 10%. This announcement came just four days after the nation’s largest diamond supplier, Diamond Corporation International (DCI), reported that its sales had fallen from $800 million to $740 million, a decline of roughly 7 per cent.

Industry analysts predict that the smallest of the Big 3 diamond producers, National Diamond Co (NDc), will announce sales in the range of $450 - $470 million when it reports its 2011 results next week. This too would be a decline, from 2010 sales of $508 million. The industry has few other producers of any consequence.

The industry has fallen a long way from the glory days of the early 2000s, when each of the Big 3 was reporting double digit rates of sales growth. Overall industry sales peaked in 2006 at $2.4 billion. Last year (2010) represented the first time that industry sales had dipped below $2.0 billion since 2003.

Industry analyst Jim Jenkins observed: “The Big 3 all committed to high clarity diamonds when they re-tooled their plants about four years ago. But since then, the market has turned away from these types of diamond , toward cheaper products. So now they’re stuck with expensive investment in redundant equipment. In addition, while one of the suppliers has done a slightly better job of negotiating with its workers, the other two are saddled with expensive, long-term labour contracts. I think the worst is yet to come”.

12)
From the information in the article, we can conclude that the degree of competition in the 
Canadian diamond industry is:
a)
 perfectly competitive 

b)
 monopolistically competitive 

c)
 an oligopoly 

d)
 a monopoly 

e)
we don’t have enough information to determine the degree of competition

13)
From the information in the article, we can conclude the following about the industry:

a)
 there are barriers to entry but no barriers to exit 

b)
 there are barriers to exit but no barriers to entry

c)
 there are barriers to entry and barriers to exit
d)
 there are no barriers to entry or exit 
14)
Also from the information presented in the article, if we were to learn that CanDi was to 
announce a “buy 3 diamonds, get the 4th free” promotion, we might expect the other producers 
to:

a) Close down their businesses… since it just isn’t worth it to compete with those prices

b) Come up with much more generous pricing promotions, likely starting a pricing war

c) Do nothing, wait for CanDi to lose money from the promotion

d) Match CanDi’s promotion with a similar initiative of their own.
15)   You are considering taking over your family's small business. You may encounter:


a)
disputes about control.


b)
difficulties in pricing it when it is passed from parent to child.


c)
conflicting priorities.


d)
all of the above.

e)
none of the above.

16)
The extent to which a person believes either internal or external events determine outcomes is 
called
a)
 external/internal orientation.
b)
locus of control.
c)
an interdependent sense of self.

d)
an independent sense of self.

17)
The ________ rate is the percentage change in a price index.  

a)
inflation  

b)
recession  

c)
index  

d)
formula  

e)
price  

18)
When the unemployment rate goes up, it is bad for a nation because:


a)
If there are people who want jobs but can’t find work, it is a waste of a valuable 


resource, and the nation’s output (GDP) is less than it could be.

b)
Unemployment causes inflation


c)
Unemployed workers receive unemployment benefits, which reduces GDP.


d)
All of the above

19)
Which of the following is NOT a likely consequence of a recession? 

a)
Producers will hire more employees. 

b)
Unemployment will increase. 

d)
Aggregate output will decline. 

d)
All are consequences of recession. 

20)  
Inflation of 10% per year would benefit:

a)
suppliers selling products at fixed rates on long-term contracts

b)
customers purchasing products at fixed rates on long-term contracts
c)
customers purchasing short-term at current market prices

d)
suppliers selling short-term at current market prices

21)
An economic system is:  

a)
the way in which a nation allocates its resources among its citizens  

b)
a long standing agreement between citizens and governments on how an economy is run  

c)
a large government department that oversees how the economy is running  

d)
an agreement between countries that deal with free trade  

22)
When is an industry likely to be dominated by small business firms? 

a)
in oligopolistic competition 

b)
where a lot of resources are needed 

c)
where machine, materials, employees, and money are needed 

d)
where considerable resources, a distribution network, and advertising are needed 

e)
where few resources are needed 

23)
Five students wish to start a new business called “Computers-B-Us.”  Each student is prepared to invest the same amount and wants to share equally in the profits and management, while limiting their liability. They would most likely start their business as a: 

a)
private corporation 

b)
public corporation 

c)
sole proprietorship 

d)
limited partnership 

e)
general partnership 

24)  
Private enterprise is thought to be good for consumers because:

a)
the profit motive creates wealth

b)
the factors of production are optimally allocated

c)
competition is permitted and encouraged

d)
consumers can choose between competing suppliers         

e)
both c and d are beneficial to consumers
25)
Which of the following is NOT a characteristic of perfect competition?
a)
Difficult for a firm to enter or leave the market. 

b)
Great similarity among products offered by different firms.

c)
Firms are small. 

d)
Many firms in the industry. 

26)
Oligopoly markets exist when:
a)
there are barriers to entry to an industry such as large capital needs



b)
there is no particular advantage to being a large supplier 


c)
customers demand national brands


d)
the government eliminates incentives for private profits

27)
What term is used to identify a detailed outline of the proposed business and market, the 
owner's background, and other sources of funds? 

a)
business plan 

b)
business strategy 

c)
business loan 

d)
a capital launch 

e)
franchise 

28)
The textbook offers five characteristics of small businesses. Which one of the following is not 
one of those characteristics? 

a)
revenue is less than $2 million 

b)
the area of operations is usually local 

c)
an individual or small group supplies the capital 

d)
management is independent 

e)
the business size is relatively small compared to the rest in the same industry 
29)
Advantages of the corporation as a form of business organization do not include: 

a)
the guarantee of fixed dividends 

b)
continuity 

c)
limited liability 

d)
professional management 

e)
relatively easy to raise money 
30)
Sanjay is considering setting up a business. He likes some of the advantages of sole 
proprietorships, but is concerned about some of the disadvantages. In terms of disadvantages, 
he should consider all of the following except: 

a)
it’s difficult for sole proprietorships to get bank loans 

b)
his potential liability when facing lawsuits is unlimited
c)
once it has been established,  sole proprietorship, it’s very difficult to close it down 

d)
limited managerial and financial resources 
e)
his potential liability extends to his personal property (he could lose his home or his car)
31)
Which of the following is NOT likely to be a cause of failure for a small business?

a)
Using the corporate form when a sole proprietorship would be more appropriate
b)
Insufficient capital

c)
Lack of managerial skills by the founder

d)
Personal problems that keep the founder from attending to the business

For Questions  32-35:
Bagmenistad is a small country located in western Asia. Last week, its Department of Trade & Finance released data concerning the country’s economic performance in 2011. For comparison and analysis purposes, it included the previous year's (2010) figures in its press release. The key data was as follows

Bagmenistad
Financial Overview Statement







2010

2011
Gross Domestic Product (nominal)


$1 Billion
$1.5 Billion
Inflation Rate 

(% change in CPI from previous year)

9%

10%

Total Population



     10,000,000
     10,000,100

Number of people in the workforce

     1,000,000        1,000,000

Unemployment Rate




6.7%

6.9%




32)
From this information we can say the following about the real Gross Domestic Product (GDP) 
of Bagmenistad:

a)
between 2010 and 2011, real GDP grew

b) 
between 2010 and 2011, real GDP fell


c) 
between 2010 and 2011, real GDP stayed the same


d) 
we don't have enough information to determine changes to real GDP

33)
From this information we can say the following about the standard of living in Bagmenistad:

a)
between 2010 and 2011, the standard of living improved.

b) 
between 2010 and 2011, the standard of living declined.


c) 
between 2010 and 2011, the standard of living stayed the same


d) 
we don't have enough information to determine changes to the standard of living

34)
From this information we can say the following about labour productivity.


a)
between 2010 and 2011, labour productivity improved.

b) 
between 2010 and 2011, labour productivity declined.


c) 
between 2010 and 2011, labour productivity stayed the same


d) 
we don't have enough information to determine changes to labour productivity in 


Bagmenistad.

35)
From this information we can say the following about nominal GDP per capita.


a)
between 2010 and 2011, nominal GDP per capita improved.

b) 
between 2010 and 2011, nominal GDP per capita declined.


c) 
between 2010 and 2011, nominal GDP per capita stayed the same


d) 
we don't have enough information to determine changes to nominal GDP per capita 

in  Bagmenistad.
36)        Research suggests that the principal motivation(s) for entrepreneurs creating a new businesses 
is: 


a)
new businesses are  more profitable than existing businesses


b)
because most start-up entrepreneurs are unemployed


c)
because new businesses tend to be in high technology, fast-growth industries


d)
because entrepreneurs seek challenges and the sense of achievement.
37)
Small businesses: 

a)
exclude business corporations 

b)
are either sole proprietorships or partnerships 

c)
are only partnerships 

d)
can be business corporations, sole proprietorships, or partnerships 

e)
are only sole proprietorships 

38)
A limited partnership attempts to: 


a)
limit the number of partners who may vote at board meetings 


b)
avoid the problem of unlimited liability for some of  the owners 


c)
provide for continuity of operation upon the departure of one of the partners 


d)
limit the geographical area of operation for a business firm 


e)
limit the number of partners who may purchase a share of ownership 

39)
Your brother is considering starting a business aimed at providing personal athletic coaching. 
He asks you about the features of sole proprietorship, as a form of business organization. In 
discussing the costs and benefits, you should tell your brother about all of the following except: 

a)
It may be difficult for a sole proprietorship to obtain a bank loan

b)
As a sole proprietor, he should be concerned about unlimited liability 

c)
As a sole proprietor, it may be difficult for him to close down his business 

d)
As a sole proprietor, he must deal with limited managerial and financial resources 

40)
The number of Canadian employed by small businesses is approximately:

a)
10% of the total workforce

b)
20% of the total workforce

c)
50% of the total workforce
d)
98% of the total workforce

41)
A partnership agreement is intended to: 

a)
limit the liability of the general partners 

b)
attract the investment of limited partners 

c)
establish the division of the liability between the partners 

d)
record the duties, responsibilities, and division of profits between partners 
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