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Short-Answer Questions, Chapter 16

Chapter 16, Part A

1. Thetreatment of interest in Reisman’'s

Chapter 16 is

a. toignoreit asacost by taking profits as gross

of it

b. toinclude consumption out of it as part of the

consumption of businessmen and capitalists

c. both (a) and (b)

d. neither (a) nor (b)

2. The amount of profit in the economic sys-
tem can be provisionally understood as the difference
between the demand for the products of business and
the demand for factors of production by business.

3. The determinants of the average rate of
profit in the economic system as awhole are no differ-
ent than the determinants of the rate of profit of anin-
dividual company.

4. Thesignificance of an individual company
earning a given high rate of profit, such as 50 percent,
and the average rate of profit in the economic system
being that high, is essentially the same.

5. Theinterest rate on government bondsis a
good indicator of the average rate of profit in the eco-
nomic system.

6. According to Capitalism, the interest rate
on government bondsiis probably
a. substantialy lessthan the average rate of profit
in the economic system
b. substantially more than the average rate of
profit in the economic system
c. about the same as the average rate of profitin
the economic system

7. Net consumptionis

a. business sales revenues minus productive ex-
penditure

b. consumption expenditure for the goods and ser-
vices of business minus the wages paid by busi-
ness

¢. total consumption expenditure counted in net
national product minus total wages

d. al of theabove

8. Net investment is productive expenditure
minus costs.

9. Given that profitsin the economic system
equal aggregate sales revenues minus aggregate costs,
the algebraic difference between profits and net invest-
ment is business sales revenues paid by consumers
minus productive expenditure in payment of wages,
i.e., net consumption.

10. Productive expenditureis

a. asource of business sales revenues

b. the source of business costs

c¢. ultimately the source of business costs equal to
the productive expenditure

d. dl of the above
e. none of the above

11. Aninvariable money

a. means afixed quantity of money in the eco-
nomic system, supporting afixed aggregate de-
mand for the products of business enterprises, i.e.,
fixed aggregate business sales revenues

b. impliesthat increasesin aggregate production
and supply result in inversely proportionate reduc-
tionsin the genera level of prices

c. both (&) and (b)

12. Inan economy with an invariable money,
if productive expenditure were the only source of busi-
ness sales revenues,
a. theequalization of productive expenditure and
costs would imply the absence of profit
b. an aggregate profit could exist only to the ex-
tent that net investment existed
c. theaverage rate of profit would tend steadily
to fall unless net investment could go on in-
creasign at a compound rate, which isimpossible
d. all of theabove

13.
a. If net consumption is defined in terms of the
difference between business sales revenues and
productive expenditure, it reduces to the portion
of business sales revenues that is paid by consum-
ers minus the portion of productive expenditure
that goes for the payment of wages.
b. If net consumption is defined in terms of the
difference between the demand for the products of
business and the demand for factors of production
by business, it reduces to the difference between
the demand for consumers’ goods from business
minus the demand for labor by business.
c. both (a) and (b)

14. The principal source of net consumption
isthe consumption expenditure of businessmen and
capitalists, made possible by dividend, draw, and inter-
est payments.

15.
a. Dividend and draw payments, to the extent
that they are consumed, are the source of business
sales revenues that have no counterpart whatever
in productive expenditure and thusin the genera-
tion of business costs. Asaresult, they arethe
source of sales revenues exceeding productive ex-
penditure and costs.
b. Interest payments by business, to the extent
that they are consumed, are the source of business
sales revenuesin excess of the productive expendi-
ture and costs that need to be considered in ex-
plaining the determination of aggregate profits.
c. both (a) and (b)
d. neither (a) nor (b)
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16. In Reisman’s Chapter 16,
a. the productive expenditure of any given year is
frequently assumed to result in equivalent aggre-
gate costsin the following year.
b. What determines the allocation of any given
year' stotal productive expenditure between the
production of the capital goods and the production
of the consumers' goods of the following year,
and thus the respective aggregate costs of the capi-
tal goods and consumers’ goods of the following
year, isthe demand for capital goods relative to
the demand for consumers' goodsin the following
year.
c. both (a) and (b)
d. neither (a) nor (b)

17. The sources the demand for the products
of business are

a. the demand for capital goods by business
b. the demand for labor by business, which
makes possible the demand for consumers' goods
by wage earners
¢. the demand for consumers’ goods by the own-
ersand creditors of business
d. all of theabove

18. The basic sources of the money that con-
sumers spend are
a. wage payments by business, and dividend,
draw, and interest payments by business
b. government transfer payments
c. extensionsof new credit

19. What allows business to sell each year
for more money in toto than it expends in buying the
factors of production is the consumption expenditure
of the owners and creditors of business, which isade-
mand for the products of business but not ademand
for factors of production by business.

20. Therole of net consumption as a determi-
nant of aggregate profit is brought out most clearly
when productive expenditure is assumed to generate
business costs

a. equd toitself
b. lessthan itself
c. greater than itself

21. Net consumption is a source of aggregate
profit by virtue of making sales revenues greater than
productive expenditure and greater than aggregate
costs equal to productive expenditure.

22. Aggregate profit equals
a. national income minus wages
b. net national product minus wages
€. consumption minus wages, plus net investment
d
e

. net consumption plus net investment
. dl of the above

Dr. Reisman

Thefollowing four questionsrequire a copy of
Reisman’sFigure 16-2.

23. Inevery year of Figure 16-2, business
both spends al of its cash and yet ends up with exactly
the same amount of cash with which to begin opera-
tionsin the following year.

24. What is the aggregate amount of profitin
every year in Figure 16-2?

25. What isthe averagerate of profitin every
year in Figure 16-2?

26. What is the source of the aggregate profit
in Figure 16-2?

27. Other possible sources of net consump-
tion besides the consumption expenditure of business-
men and capitalists are

a. corporate stock repurchases

b. extensions of consumer credit by business
c. both (a) and (b)

d. neither (a) nor (b)

28. In addition to its other formulations, net
consumption also equalstotal consumption expendi-
ture that constitutes sales revenue or wages, minus
total wages paid in the economic system.

29. Itisunreasonable to assume that all the
wages paid by business have a counterpart in the de-
mand for consumers’ goods from business, if wage
earners save.

30. In an economy with an invariable money,
arisein the amount and rate of net consumption raises
the amount and rate of profit by virtue of leaving ag-
gregate sales revenues unchanged while reducing ag-
gregate costs.

31. Inan economy with an invariable money,
if all businessmen were to consume 100 percent of
their sales proceeds and thus cease to act as capitalists,
therate of profit would rise to infinity by virtue of
money costs and capital expressed in money both fall-
ing to zero.

32. The answer to the preceding question re-
futes Adam Smith’sand Karl Marx’ s contention that
in a society without capitalists all income would be
wages and no income would be profits. (Note: Credit
for this question will be given only if the answer to the
preceding questionis also correct.)

33. Businessmen and capitalists cannot arbi-
trarily increase the rate of net consumption and the
rate of profit, because greater consumption by any indi-
vidual businessman or capitalist

a. isincapable of raising the rate of profit

b. reduces hisown capital by morethan it raises
the rate of profit, with the result that his amount of
profit fals

34. Insofar asthe average rate of profit in the
economic system is determined by the rate of net con-
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sumption, capital tendsto gravitate into the hands of
those businessmen and capitalists whose rate of con-
sumption relative to their accumulated capitalsis
below average and out of the hands of those whose
rateis above average.

35. Thetwo principles operating to deter-
mine the growth and decline of individual fortunesrel-
ative to the total wealth of the economic system are
relative rates of consumption in relation to capital and
relative degrees of efficiency in production.

36. Thetwo principlesreferred to in the pre-
ceding question work by determining both relative
rates of profit and the extent to which profits are saved
and reinvested.

37. In afree economy, those businessmen
and capitalists who are relatively more efficient and
who save and invest relatively more heavily continu-
ally increase the proportion of thetotal capital of the
economic system that they own at the expense of those
businessmen and capitalists who are relatively less effi-
cient and who save and invest relatively less heavily.

38. The possession of accumulated capital is
amajor factor making possible net consumption and
explains why net consumption exists even in the face
of general business losses.

39. If aggregate profit were wiped out for
any reason, businessmen and capitalists would con-
tinue to consume out of their accumulated capitals.
Their consumption expenditure would constitute sales
revenues in the economic system and would serveto
make aggregate sal es revenues greater than productive
expenditure. An aggregate profit would be restored as
soon as costs fell to or below the level of productive
expenditure. At that point, profit would exist because
if sales revenues exceed productive expenditure, they
must equivalently exceed costs equal to productive ex-
penditure (and further exceed costs that are less than
productive expenditure).

40. The process described in the preceding
question would be hastened by writedowns of business
assets.

Thefollowing pertainsto the next 6 questions. As-
sume that an individual who possesses a capital of $10
million consumes at an annua rate of 2 percent of the
sum of his capital and annual income together.

41. Caculatethisindividua’sconsumption
if hisincomethisyear is zero.

42. Calculate his consumption if hisincome
thisyear is $200,000.

43. Calculate both the amount of his con-
sumption and the percentage of hisincome that he
savesif hisincome is $300,000.

44, Calculate both the amount of his con-

sumption and the percentage of hisincome that he
savesif hisincome is $400,000.
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45, Calculate both the amount of his con-
sumption and the percentage of hisincome that he
savesif hisincomeis $1 million.

46. Calculate both the amount of his con-
sumption and the percentage of hisincome that he
savesif hisincomeis $1 million and his capital is $50
million.

47. Seeing the consumption of businessmen
and capitalists as determined mainly by their accumu-
lated capital helpsto explain
a. therelationship between relatively highin-
comes in the economic system and high rates of
saving, insofar as such incomes are usually earned
as high rates of profit
b. thelack of relationship between rising average
real incomes and the rate of saving
c. both (&) and (b)
d. neither (a) nor (b)

48. Time preference means that, other things
being equal, people prefer
a. toaccomplish given resultsin lesstime
b. goods of the same kind and number in the pres-
ent rather than in the future, or in the nearer future
rather than in the more remote future
c. both (a) and (b)
d. neither (a) nor (b)

49. Time preferenceisimplied by

a. thevery nature of human valuation

b. thefact that the uninterruptibility of human
life makeslife in the present necessarily appear
more valuable than lifein the future, and lifein
the nearer future more valuable than lifein the
more remote future

c. both (a) and (b)

d. neither (a) nor (b)

50. A high or low time preferencein a soci-
ety operates to make therate of profit high or low
a. directly
b. indirectly, by making the rate of net consump-
tion high or low

51. The absolute temporal extent of the pres-
ent and future—i.e., whether the present is taken as the
coming year, month, week, or day, and the future as
everything beyond it, has an important bearing on the
role of the rate of net consumption in determining the
annual rate of profit.

52. Other things being equal, because of the
effect on time preference, the average rate of profit

and interest will be the higher, the freer and more ratio-
nal isasociety.

53. Inthelight of the influence of economic
freedom and rationality on time preference and thus on
the rate of net consumption, the effect of the activity

of revolutionary bandits and plundering government
officialswho rail against the existence of profit and in-
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terest isactually to raise the average rate of profit and
interest.

54. The distinction between productive ex-
penditure and costsis one of timing, in that today’s
productive expenditures will largely be costsin the fu-
ture, while today’ s costs are largely the result of pro-
ductive expenditures made in the past.

55. Much of productive expenditure is added
to asset accounts; much of cost represents subtractions
from asset accounts.

56. The asset account which is reduced when
cost of goods soldisincurredis:
a. cash
b. inventory and work in progress
c. net plant and equipment
d. none of the above

57. The asset account which is reduced when
depreciation cost isincurred is:
a. cash
b. inventory and work in progress
c. net plant and equipment
d. none of the above

58. The asset account whichisincreased
when depreciation cost isincurred is:
cash
inventory and work in progress
net plant and equipment
none of the above

59. Theasset account which isincreased
when depreciation cost isincurred is the accumulated
depreciation reserve.

60. The accumulated depreciation reserveis
a deduction from the gross plant and equipment ac-
count, and when deducted yields the net plant and
equipment account.

61. The asset account which isincreased
when productive expenditure for plant and equipment
takesplaceis

a. thegross plant and equipment account
b. the net plant and equipment account
c. both (a) and (b)

62. The asset account which isincreased
when productive expenditure for inventory or work in
progress takes placeis

a. cash

b. net plant and equipment
¢. gross plant and equipment
d. none of the above

63. Aggregate profit and net investment are
closely related on the basis of their mathematical defi-
nitions, the one being sal es revenues minus costs and
the other being productive expenditure minus those
same costs, with productive expenditure generating ag-
gregate sales revenues equal to itself.

oo oW
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64. Aggregate profit and net investment dif-
fer from one another on the basis of their mathematical
definitions only by the amount of

s-B

Sc - Wb

net consumption

al of the above

none of the above

65. Starting with the fact that aggregate
profit equals aggregate sal es revenues minus aggregate
costs, it followsthat it also equals the sum of net con-
sumption plus net investment. This can be shown

a. by inserting B both as a positive and a negative

term between sand d

b. onthebasisof thefact that B - d equals|

¢. onthebasis of thefact that s- B equalsNC

d. all of the above taken together

66. Where K stands for total invested capital,
a. the net consumption rate equals NC/K

b. the net investment rate equals I/K

c. theaverage rate of profit in the economic sys-
tem equals the sum of the net consumption and
net investment rates

d. all of theabove

e. none of the above

Coo T

67. “Secondary productive expenditure”

a. isproductive expenditure made out of the
wages paid by business

b. enlargestotal productive expenditure while
leaving aggregate sal es revenues unchanged

¢. reducesthe amount of net consumption, which
could, conceivably, be made negative if the
amount of secondary productive expenditure were
great enough

d. comesto an end once the accumulated savings
of the wage earners become great enough

e. al of the above

68. The existence of negative net consump-
tion isunlikely, given the fact that much or al of the
savings of wage earners normally has a counterpart in
the granting of loans to consumers, such as home mort-
gages and automobile loans.

69. Productive expenditure equal to or even
greater than aggregate sales revenues is compatible
with the existence of an aggregate profit in the eco-
nomic system provided

a. aggregate costs are less than sales revenues

b. positive net investment existsin excess of the

amount of any negative net consumption

c. both (a) and (b)

d. neither (a) nor (b)

70. The same amount of productive expendi-
ture for plant and equipment can be accompanied by
new and additional net investment

a. if theaverage life of plant and equipment in-
creases, because thiswill decrease annual depreci-
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ation charges until as many batches of the longer-
lived plant and equipment are in existence as cor-
responds to their longer life
b. to the extent that the average period of time re-
quired for the construction and or installation of
the new plant and equipment increases, because
thiswill postpone the date when the productive ex-
penditure begins to show up as depreciation cost
c. both (a) and (b)
Thefollowing pertainsto the next 8 questions. Pro-
ductive expenditure for new plant and equipment in a
hypothetical economic system is 100 units of money
every year, year in and year out. The average life of
plant and equipment in that economic system isini-
tialy ten years. However, starting in Year X, whichis
sometime long after Y ear 10, the average life of new
plant and equipment rises to twenty years.

71. Find the amount of annual depreciation
cost on the plant and equipment purchased in any one
year prior to Year X.

72. Find thetotal amount of annual deprecia-
tion cost in the economic system after Y ear 10 and
prior to Year X.

73. Find the amount of annual net investment
after Year 10 and prior to Year X.

74. Find the amount of annual depreciation
cost on the plant and equipment purchased in any one
year starting in Year X.

75. Find the amount of net investment in
Yea X.

76. Find the amount of net investment in
Year X + 1.

77. Find the amount of net investment in
Year X +9 (i.e, thetenth year).

78. Find thetotal amount of annual deprecia-
tion cost in the economic system in every year starting
with Year X + 19 (i.e., the twentieth year).

79. Net investment results from achangein
the disposition of agiven amount of aggregate produc-
tive expenditure in the following ways:

a. ashift of productive expenditure for inventory
and work in progress from inventory and work in
progress requiring a shorter period of time be-
tween outlays for factors of production and re-
ceipts from the sale of the product to inventory
and work in progress requiring alonger period of
time between outlays for factors of production
and receipts from the sale of the product—for ex-
ample, a shift from the production of eight-year-
old scotch to the production of twelve-year-old
scotch

b. ashift of productive expenditure from ex-
pensed expenditures to expenditure for inventory
and work in progress
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c. asarule, ashift of productive expenditure for
inventory and work in progress to productive ex-
penditure for plant and equi pment

d. ashift of productive expenditure for plant and
equipment of a shorter average life or shorter pe-
riod of construction time to plant and equipment
of alonger average life or longer period of con-
struction time

e. al of the above

80. By means of the various changesin the
disposition of productive expenditure described in the
previous question, the existence of net investment can
be indefinitely prolonged under the existence of anin-
variable money.

81. The shifting of productive expenditures
from points less remote from the making of salesto
points more remote from the making of sales

a. operatesto reduce aggregate costs in the eco-
nomic system and thereby create net investment
b. operatesto increase the amount and rate of
profit in the economic system

¢. both (&) and (b)

82. The expression the marginal productivity
of capital, as used in Capitalism,

a. denotes anet physical product attributable to
the employment of additional capital goods
b. means the savings of cost or additionsto sales
revenue that additional capital would achieve for
individual businessfirms, relative to the addi-
tional capital in question
c. both (a) and (b)
d. neither (a) nor (b)

83. If the marginal productivity of capital, in
the sensein which the expression is used in Capital-
ism, exceeds the rate of profit, incentives are created
that serve to increase the amount of net investment and
the amount and rate of profit in the economic system
by virtue of causing productive expenditure to shift to
points more remote from the making of sales.

84. In an economic system with an invariable
money, and in the absence of continuing technological
progress, the marginal productivity of capital, in the
sense in which the expression is used in Capitalism,
and therate of profit tend to

a. equdize

b. permanently differ

85. Under the conditions of an invariable
money, the ability of net investment to add to the rate
of profit isan inherently self-limiting phenomenon.

86. Under the conditions of an invariable
money, the ability of net investment to add to the rate
of profit isan inherently self-limiting phenomenon.
Thisis because the higher isthe rate of net investment
and consequently the economy-wide average rate of
profit, the more difficult it isfor still more net invest-
ment to be perceived as worthwhile, in view of the fact
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that a condition of investing isthat the margina pro-
ductivity of capital must now surpass a higher rate of
profit for the investment to take place.

87. Under the conditions of an invariable
money, it becomes progressively more difficult to
keep net investment in being in the face of any given
rate of profit.

88. Under the conditions of an invariable
money, it becomes progressively more difficult to
keep net investment in being in the face of any given
rate of profit. Thisisbecause al additional net invest-
ment implies an increase in the degree of remoteness
of portions of productive expenditure from the sales
revenues they serve to bring in, with these more re-
mote portions having to pass the hurdle of the prevail-
ing rate of profit being compounded for the additional
periods of timeinvolved.

89. Under the conditions of an invariable
money, the rate of profit comesto equal the rate of net
consumption alone.

90. Under the conditions of an invariable
money, the effect of net investment isto bring about a
subsequent rise in net consumption and reduction of
productive expenditure.

91. Under the conditions of an invariable
money, the rate of profit comesto equal the rate of net
consumption alone

a. because the growing accumulation of capital
that net investment resultsin servesto increase
the amount (though not the rate) of net consump-
tion and thus to reduce the amount of productive
expenditure

b. coststend to rise toward productive expendi-
ture

c. both (a) and (b)

d. neither (a) nor (b)

92. Under an invariable money, savings and
capital would be accumulated up to a certain ratio to
income, and then, in the absence of afall in time pref-
erence, further accumulation would cease.

93. Theincrease in the quantity of money
and volume of spending operates to perpetuate the ex-
istence of net investment.

94. Theincrease in the quantity of money
and volume of spending operates to perpetuate the ex-
istence of net investment
a. becauseit brings about asystematic risein pro-
ductive expenditure while costs do not rise
b. becauseit brings about a systematic risein pro-
ductive expenditure while the resulting rise in ag-
gregate costs lags behind the rise in productive
expenditure

95. Therate of increase in the quantity of
money and volume of spending tends to add an approx-
imately equivalent percentage to the nominal rate of
profit.

Dr. Reisman

96. Therate of increase in the quantity of
money and volume of spending tends to add an approx-
imately equivalent percentage to the nominal rate of
profit
a. because costs are the reflection of productive
expenditures made largely in the past, which pro-
ductive expenditures and costs are not retroac-
tively increased by any increase in the quantity of
money and volume of spending made subsequent
to those productive expenditures
b. theincreasein the quantity of money and vol-
ume of spending systematically enlarges sales rev-
enues relative to the productive expenditures
made in the past to bring in those sales revenues
with the degree of enlargement corresponding to
the rate of increase in the quantity of money and
volume of spending
c. both (a) and (b)

Thefollowing pertainsto the next 9 questions. As-
sumeinitially the existence of an invariable money
and a5 percent annual rate of profit, which will be
earned in all of the following cases. Additionally, as-
sumethat in all of the following cases the outlay of
money by abusinessman, i.e., his productive expendi-
ture, is$100, and that it is all expended at the same
time.

97. Calculate the businessman’s sales pro-
ceedsin the case of a product that requires exactly one
year between the making of his productive expenditure
and the sale of his product.

98. Calculate the businessman’s sales pro-
ceedsin the case of a product that requires exactly one
month between the making of his productive expendi-
ture and the sale of his product.

99. Calculate the businessman’s sales pro-
ceedsin the case of a product that requires two years
between the making of his productive expenditure and
the sale of his product.

Thefollowing pertains both to the preceding three
questions and to the next 6 questions. Now, while
continuing to assume the undiminished existence of
the forces that bring about the five percent annual rate
of profit under an invariable money (i.e., afive percent
annua rate of net consumption), drop the assumption
of an invariable money and assume that starting in the
instant of the businessman’ s outlay, the quantity of
money and volume of spending in the economic sys-
tem increase at an annual rate of two percent.

100. Recdculate the businessman’s salesrev-
enuesin thefirst of the three preceding questions.

101. Recdculate the businessman’s rate of
profit in thefirst of the three preceding questions.

102. Recalculate the businessman’s sales rev-
enues in the second of the three preceding questions.
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103. Recdculate the businessman’sannualized
rate of profit in the second of the three preceding questions.

104. Recdculate the businessman’s salesrev-
enuesin the third of the three preceding questions.

105. Recalculate the busnessman’sannualized
rate of profit inthethird of the three preceding questions.

Thefollowing pertainsto the next 9 questions. As-
sumeinitialy the existence of an invariable money

and a4 percent annual rate of profit, which will be
earned in all of thefollowing cases. Additiondly, assume
that in al of the following cases the outlay of money by a
businessman, i.e,, his productive expenditure, is$100,
andthat it isal expended at the sametime.

106. Calculate the businessman’s sales pro-
ceedsin the case of a product that requires exactly one
year between the making of his productive expenditure
and the sale of his product.

107. Cadlculate the businessman’s sales pro-
ceedsin the case of a product that requires exactly one
month between the making of his productive expendi-
ture and the sale of his product.

108. Calculate the businessman’s sales pro-
ceedsin the case of a product that requires two years
between the making of his productive expenditure and
the sale of his product.

Thefollowing pertains both to the preceding three
questions and to the next 6 questions. Now, while
continuing to assume the undiminished existence of
the forces that bring about the four percent annual rate
of profit under an invariable money (i.e., afour per-
cent annual rate of net consumption), drop the assump-
tion of an invariable money and assume that starting in
the instant of the businessman’s outlay, the quantity of
money and volume of spending in the economic sys-
tem increase at an annual rate of three percent.

109. Recdculate the businessman’s salesrev-
enuesin thefirst of the three preceding questions.

110. Recdculate the businessman’s rate of
profit in thefirst of the three preceding questions.

111. Recalculate the businessman’s salesrev-
enuesin the second of the three preceding questions.

112. Recdculate the businessman’sannualized
rate of profit in the second of the three preceding questions.

113. Recdculate the businessman’s sales rev-
enuesin the third of the three preceding questions.

114. Recdculatethe busnessman’ sannudized
rate of profit inthethird of the three preceding quegtions.

115. Thenet investment rate, i.e., therate
which net investment bears to the total of invested cap-
ital, tendsto equal therate of increase in the quantity
of money and volume of spending.
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116. Thenet investment rate, i.e., therate
which net investment bears to the total of invested cap-
ital, tendsto equal therate of increase in the quantity
of money and volume of spending. Thisis because the
increase in the quantity of money and volume of
spending systematically enlarges the productive expen-
diture of the present relative to the productive expendi-
tures made in the past which now constitute costs, and
does so to an extent corresponding to the rate of in-
crease in the quantity of money and volume of spend-

ing.

117. Therate of increasein production and
supply adds an approximately equal percentageto the
real rate of profit.

Thefollowing pertainsto the next 5 questions. As-
sume the existence of an invariable money and that the
annual rate of profit generated by the rate of net consump-
tionis5 percent. Now assume that production and supply
begin to incresse at atwo percent annual rate.

118. Cdculate the real rate of profit before pro-
duction and supply begin to increase. (Y ou should as-
sume that the price level is stablein these conditions.)

119. Cdculate the annual rate of fall in
prices, once production and supply begin to increase.

120. Taking into account thefall in prices,
calculate the year-end buying power of any given sum
of money on which the five percent rate of profitis
earned.

121. Statetheredl rate of profit implied by
the difference between the year-end buying power of
any sum on which the 5 percent rate of profit is earned
and the buying power of theinitial sum invested at the
start of the year.

122. Cadlculate the difference in the annual
real rate of profit that results from the two percent an-
nual rate of increase in production and supply.

123. Thefact that the rate of increase in pro-

duction and supply adds an approximately equal per-

centage to the real rate of profit can be inferred from
a. thefact that the rate of increase in the quantity
of money and volume of spending adds an approx-
imately equal number of percentage pointsto the
nominal rate of profit, but if the rate of increase in
production and supply equals the rate of increase
in money and spending, prices will be unchanged
and thus the addition to the nominal rate of profit
will turn out to be an equivalent addition to the
real rate of profit aswell
b. thefact that if thereis no increase in the quan-
tity of money and volume of spending, thein-
crease in production and supply reduces pricesin
inverse proportion and thus correspondingly in-
creases the buying power of the capital invested,
along with that of the profit earned on the capital
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invested, thereby adding an approximately equiva-
lent percentage to the real rate of profit
c. both (a) and (b)

124. The degree of capital intensiveness of
an economic system is expressed by theratio of the
nominal value of its capital invested to
total sales revenuesin the economic system
total consumption in the economic system
total wages paid in the economic system
al of the above
none of the above

Cop T

125. The higher the degree of capital inten-
sivenessin an economic system, the greater isthe like-
lihood of its being able to implement technol ogical
advances.

126. Inwhich context does net investment
represent the achievement of ahigher degree of capital
intensiveness in the economic system

a. that of an economic system with an invariable
money

b. that of an economic system with an increasing
quantity of money and volume of spending

127. Inan economic system with amodestly
increasing quantity of money and volume of spending,
accumulated capital relative to other macroeconomic
aggregates

a. increases
b. decreases
C. remainsabout the same

128. Which of the following represent
“springs to profitability” (i.e., factors which operate to
bring profit back into existence in the economic sys-
temif it should be temporarily wiped out)?

a. net consumption

b. net investment asthe cause of growing capital
intensiveness and thus of more rapid economic
progress, which implies a greater ability to pro-
duce or import precious metals, with aresulting
positive effect on the rate of profit

¢. netinvestment and an equivalent rise in the
amount of profit, coming about precisely in re-
sponseto aprevailing very low or negative rate of
profit

d. all of theabove

129. Inthe case of any individual industry, a
lower rate of profit acts as an incentive to the with-
drawal of capital. This must also be true of the eco-
nomic system asawhole.

130. Inthe economic system asawhole, a
lower rate of profit actually encourages greater capital
intensiveness

a. by reducing the extent of the cost savings or
revenue increases that the investment of addi-
tional sums of capital need to achievein order to
be considered worthwhile
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b. by favoring the adoption of lower-cost, more-
capital-intensive methods of production

¢. by favoring the production of more-capital-in-
tensive products

d. by favoring the expansion of more-capital-in-
tensiveindustries.

e. al of the above

f. none of the above

131. Whatever elsetheir undesirable effects
may be, wage-rate rigidities do not operate to block
the spring to greater general profitability through the
movement toward greater capital intensiveness.

132. Theincreasein the quantity of money
that isthe by-product of economic progress operatesto
reduce the degree of capital intensiveness of the eco-
nomic system, according to Capitalism.

133. The productivity theory [of profit and in-

terest] holds that profit and interest are

a. determined by the marginal net productivity of

capital

b. that additional saving operates to reduce the

marginal net productivity of capital and thusthe

rate of profit and interest

c. that technological progress operatesto raise

the marginal net productivity of capital and thus

the rate of profit and interest

d. all of theabove

Thefollowing pertainsto the next 8 questions. You
are given the following information: The average
member of avery primitive tribe of fishermen gathers
3 fish per day that are washed up in tide pools. Now
one of the tribesmen, who is prepared to get by on eat-
ing only 2 fish per day, devotes 1/3 of his daily labor
for each of 150 days to working on a crude boat and
net. At the end of that time, he has the boat and net,
and for each of the next 100 days (the useful life of the
boat and net), thistribesman is able to catch an aver-
age of 30 fish per day.

134. Calculate, interms of fish, the “ mar-
gina gross product” of the boat and net.

135. Calculate, intermsof fish, the“mar-
gina net product” of the boat and net.

136. Cdculate, intermsof fish, the average
capital outstanding in the boat and net from the time it
isbrand new to the end of its useful life.

137. Basing your calculation on just oneturn
of the capital, calculate the rate of profit on the boat
and net according to the productivity theory.

138. How many times in the course of ayear
could the capital invested in the boat and net be turned
over on the assumption that the boat and net last for
just 100 days?
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139. Based on your answer to the two previ-
ous questions, calculate the annualized rate of profit
on the capital invested in the boat and net.

140. According to the productivity theory,
the very high rate of profit present in this series of
questions would be reduced by

a. further saving

b. the accumulation of additional capital

c. the operation of the law of diminishing returns

d. all of theabove

141. According to the productivity theory,
the very high rate of profit present in this series of
guestions would be reduced by technological progress.

142. According to theinstructor, diminishing
returns and technological progress determine
a. therate of profit/interest
b. therate of capital accumulationin real terms
c. both (a) and (b)
d. neither (a) nor (b)

143. Among the difficulties encountered by
the productivity theory of profit/interest are

a. areliance on the doctrine of opportunity cost
b. the problem of having to subtract mathemati-
cally incommensurate quantities, such as loaves
of bread forgone versus extra fish produced
¢. aconfusion of more physical output with more
money revenue
d. thefact that therate of profit is highest before
thereisany capital or productivity of capital
e. al of the above
f. none of the above

Thefollowing pertainsto the next 24 questions.
Building on the assumptions underlying questions 134—
141, assume a nation of one million primitive fisher-
men, each of whom initially produces three fish per
day which sell at aprice of $1 per fish. Assume that
the million fishermen are organized into one million
fishing enterprises, each of which payswagesto its

one fisherman employee of $2 per day. The enterprises
make no productive expenditures other than the pay-
ment of wages.

144. Calculatetotal salesrevenuesin this
economic system.

145. Calculatetotal costsin thiseconomic
system.

146. Calculatetotal profitsin this economic
system.
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Now assumethat onefishing enterprise alone be-
ginsusing a boat and net which raiseitsdaily out-
put from 3 fish per day to 30 fish per day.

147. Based on this additional assumption,
state the total daily production and supply of fishin
the economic system.

148. On the further assumption that the eco-
nomic system of this nation of fishermen operates
under an invariable money, calculate the average price
of fish corresponding to the total daily production and
supply of fish expressed in answer to the previous
question.

149. Calculate the sales revenues of the fish-
ing enterprise that raisesits daily fish catch to 30 fish.

150. Calculate the profits of the fishing enter-
prise that raisesits daily fish catch to 30 fish.

151. Cdculate thetotal profit of the 999,999
fishing enterprisesthat continue to catch only 3 fish
per day.

152. Cadlculate the change, if any, in the prof-
its of the 999,999 fishing enterprises whose production
remains at 3 fish per day following the success of the
one fishing enterprise that increasesiits catch to 30 fish
per day.

Now, continuing with the assumption of an invari-
able money, assumethat all one million fishing en-
terprisessucceed in increasing their fish catch to 30
fish per day.

153. State thetotal daily production and sup-
ply of fish in the economic system under this new as-
sumption.

154. Calculate the average price of fish corre-
sponding to the total daily production and supply of
fish expressed in answer to the last question.

155. Calculate the sales revenues of the aver-
age fishing enterprise under this new assumption.

156. Calculate profit of the average fishing
enterprise under this new assumption.

157. Calculatetotal salesrevenuesin the eco-
nomic system under this new assumption.

158. Calculatetotal profit in the economic
system under this new assumption.

159. A proper conclusion to be drawn from
the preceding questionsis that the productivity theory
of profit/interest is correct in holding that the net pro-
ductivity of capital goods explainsthe rate of profit
and interest in the economic system.

160. A proper conclusion to be drawn from
the preceding questions is that the adoption of more
productive methods of production servesto raise the
average rate of profit and interest in the economic sys-
tem.
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Now assumethat during thetimethat the one mil-

lion fishing enterprisesarein process of construct-

ing their boatsand nets (150 daysin all), they each

devote one-third of the daily labor of their workers
tothat purpose.

161. Calculate the daily output of fish for
each of these enterprises.

162. Calculate the aggregate, economy-wide
daily output of fish.

163. Calculate the average price at which the
fish are sold under the continuing assumption of anin-
variable money.

164. Statethe salesrevenues of the economic
system during this period.

165. Calculate the aggregate cost of goods
sold during this period.

166. Calculate the aggregate profit of the eco-
nomic system during this period.

167. Itisamistake to conclude from the an-
swers to these questions that the effect of diverting
labor and the corresponding payment of wagesto the
construction of afixed asset isto correspondingly re-
duce cost of goods sold and thus to equivalently raise
profitsin the economic system.

168. The productivity of capital goods, such

asaboat and net, can explain

a. avirtualy corresponding addition to the profits

of anindividual enterpriseif it isaonein adopt-

ing the more productive method represented by

the use of aboat and net

b. the existence of an addition to the aggregate

profits of the economic system, because the adop-

tion of more productive methods of production by

any one enterprise has no implications for the prof-

itability of other enterprises

c. both (a) and (b)

d. neither (a) nor (b)

169. If, in an economic system with an invari-
able money, all firms employ more productive meth-
ods of production based on the use of more capital,

a. pricesfal ininverse proportion to theincrease
in production and supply

b. aggregate sales revenues remain unchanged

¢. no addition to aggregate profits or the average
rate of profit in the economic system isimplied so
long as aggregate productive expenditure remains
the same and aggregate cost remains equal to ag-
gregate productive expenditure

d. all of theabove

170. Anindirect connection can exist be-
tween the adoption of more productive methods of pro-
duction and a positive contribution to the rate of
profit/interest via

a. the effect of the adoption of more productive
methods of production on the rate of increasein
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the quantity of commodity money in an economic
system that uses commodity money

b. the effect of the adoption of more productive
methods of production on net investment in the pe-
riod in which additional capital required for the
adoption of the more productive methodsis being
accumulated

c. both (&) and (b)

d. neither (a) nor (b)

171. The general marginal net productivity
of physical capital goods, conceived of in terms of ab-
stract units of wealth, such as the productive consump-
tion of each unit K of capital goods resulting in an
output equivalent to 2K or, alternatively, 4K, of capital
goods, isfar higher than the average rate of profit/inter-
est because

a. wage cost aswell asthe cost of the capital
goods must be subtracted from sales revenues, but
thisisnot allowed for in calculations of physical
productivity

b. increasesin the production of commodities
(other than the commodities that themselves serve
as money) do not increase aggregate sales reve-
nues but reduce prices in the face of the same ag-
gregate sales revenues

c. both (a) and (b)

d. neither (a) nor (b)

172. Select the best choice.
a. According to thetime preferencetheory inits
traditional form, the totality of the means of pro-
ducing afuture good, such asten applesto be
ready in one year, are purchased at a discount, for
example, for nine present apples—i.e., for nine ap-
ples available right now. In one year, when the
product ten apples appears, those apples will be
ten present apples, and thus a profit of one apple
will have been earned.
b. According to the time preference theory in its
traditional form, profit/interest exists because fac-
tors of production represent future goods (i.e., the
products into which they will be transformed),
and are thus purchased at a discounted valuein
comparison to the present goods they will later be-
come. When they finally are transformed into
their products and have thus become present
goods, the products represent alarger quantity of
present goods than did the discounted value of the
means of producing them. The differenceis profit
or interest.
c. both (a) and (b)
d. neither (a) nor (b)
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Thefollowing appliesto the next 3 questions. Ac-
cording to the time preference theory in itstraditional
form, calculate the various rates of profit/interest that
result if one beginswith 9 present apples and succeeds
in ending up with a product that then represents

173. 10 present apples.
174. 20 present apples.
175. 5 present apples.

Thefollowing 13 questions requir e a copy of
Reisman’sFigure 16-2.

In each year of Reisman’s Figure 16-2, a product of
1C of consumers’ goodsis produced, which sellsfor
500 units of money and has a cost of production of
400 units of money. The amount of profit earned on
those consumers’ goodsis 100 units of money and the
rate of profit/interest expressed as a percentage of the
cost value of the consumers' goodsis 25 percent.
From the perspective of the production box of each
year of Figure 16-2, the consumers’ goods to be avail-
able at the beginning of the following year are future
goods.

176. Expressthe cost of producing the 1C of
consumers goodsto be available at the start of the fol-
lowing year in terms of the quantity of present
consumers’ goodsthat is of equivalent monetary
value, i.e., state what portion of the consumers’ goods
availablein Year 1isequivalent in monetary value to
the means of producing the consumers’ goodsto be
available at the start of Year 2.

177. Expresstherate of profit in terms of the
difference between the present goods value of the
means of producing 1C of consumers’ goods and the
resulting actual 1C of consumers’ goods.

Now assumethat the economic system suddenly be-
comes mor e productive. Thus, imaginethat in Year
2, say, the same means of production that were pre-
viously ableto producejust 1C of consumers goods
now become ableto produce 2C of consumers
goods, which will become available at the start of
Year 3.

178. State the quantity of present goods that
represents the cost value of the means of producing the
consumers’ goods that will become available at the
start of Year 3.

179. Cadlculate the difference between the
present consumers’ goods one ends up with at the start
of Year 3 and the present goods value, back in Year 2,
of the means of producing them.

180. Caculate, interms of a percentage of
cost, the rate of profit/interest implied by your answer
to the previous question.
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181. Using Figure 16-2'sframework of an
invariable money, compare the monetary receipts from
the sale of consumers' goodsin Year 3 with the money
cost of producing those consumers' goods and state
the difference.

182. The monetary differnce arrived at in an-
swer to the preceding question continues to prevail
even though the physical product that is produced and
sold risesfrom 1C to 2C.

Now assumethat the economic system had sud-
denly become less productiveinstead of more pro-
ductive. Thus, imaginethat in Year 2, the same
means of production that wer e previously ableto
produce 1C of consumers goods now become able
to produce only .5C of consumers’ goods, which
will become available at the start of Year 3.

183. Calculate for this case the difference be-
tween the present consumers’ goods one ends up with
at the start of Year 3 and the present goods value, back
in Year 2, of the means of producing them.

184. Also calculate for this case, in terms of
apercentage of cost, the rate of profit/interest implied
by your answer to the previous question.

185. Using Figure 16-2'sframework of an
invariable money, compare the monetary receipts from
the sale of consumers' goodsin Year 3 with the money
cost of producing those consumers' goods and state
the difference.

186. The monetary differnce arrived at in an-
swer to the preceding question continues to prevail
even though the physical product that is produced and
sold fallsfrom 1C to .5C.

187. Onthe basis of the preceding examples,
itisclear that the basic formula of the time-preference
theory demonstrates exactly what it is supposed to
demonstrate. Starting with 9 present apples and ending
with 10, 20, or 5 present apples ayear later tells us the
rate of return that is actually earned in production.

188. Thetime-preference theory assumes
that the prices of present goods
a. fall when production increases
b. rise when production decreases
c. remain the same, irrespective of changesin
production
d. none of the above

Thefollowing appliesto the next 3 questions. The
rate of profit/interest calculated as a percentage of cost
isinitially twenty-five percent. Now production in the
economic system doubles while the expenditure of
money to produce the product remains the same.

189. State the rate of profit/interest implied
by the time-preference theory.
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190. Statethe rate of profit/interest implied
by the doctrine of purchasing-power price premiumsif
theincrease in production takes place under an invari-
able money and thus causes a halving of prices.

191. The supporters of the time-preference
theory and of the doctrine of purchasing-power price
premiumsin the rate of profit/interest hold the contra-
diction of regarding increasesin production asthe
cause both of an increase and a decrease in the rate of
profit.

192. The time-preference theory shares with
the productivity theory the error of assuming that a
greater or smaller physical product implies correspond-
ingly greater or smaller money sales revenues.

193. According to the doctrine of purchasing-
power price premiums afall in prices reducesthe rate
of profit/interest by an equivalent percentage.

194. Béhm-Bawerk’s exposition of the time-
preference theory in itstraditional form shares with his
critique of the exploitation theory the error of regard-
ing the wage earners as the real producers of the prod-
ucts, rather than, asisin fact the case, the businessmen
and capitalists.

195. Like Bohm-Bawerk’s exposition,
Rothbard' s exposition of the time-preference theory
aso regards the wage earners as the real producers of
the products.

196. According to the time-preference theory
initstraditiona form, the value of consumers’ goods
represents afixed starting point from which the value
of the factors of production is derived by the applica-
tion of arate of discount to the value of the
consumers’ goods.

Thefollowing pertainsto the next 8 questions. The
rate of profit/interest is 10 percent. Two consumers
goods, one a quantity of wheat which takes 6 monthsto
grow and the other a quantity of scotch which takes
eight years to produce, are each worth $100. Both
products can be produced with the same kind of labor,
with the result that labor can be transferred from the
production of the one to the production of the other.
We assume that labor is the only factor of production
that needs to be purchased in the two cases.

197. Find the value of the labor required to
grow the wheat according to the time preference the-
ory initstraditiona form.

198. Find the value of the labor required to
produce the scotch according to the time preference
theory initstraditional form.
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Now assumethat therate of profit/interest fallsto 5
percent.

199. Find the new value of the labor required
to grow the wheat according to the time preference the-
ory initstraditiona form.

200. Find the new value of the labor required
to produce the scotch according to the time preference
theory initstraditional form.

201. Thisexample showsthat in order for the
value of consumers goods to be afixed starting point
from which the value of the factors of production is de-
rived, wage rates of the same kind of labor would have
to become permanently unequal in the production of
products requiring different periods of timein their
production.

202. In reality, when the rate of profit/inter-
est fell from 10 percent to five percent,

a. wage ratesin the production both of the wheat
and the scotch would rise, but the wage ratesin
the production of the scotch would tend to rise by
more
b. labor would be attracted to the production of
the scotch from the production of wheat, tending
to equalize wage rates in the production of the
two goods
c. theprice of scotch would fall, because of the
increasein its production and supply, while the
price of wheat would rise, because of the decrease
in its production and supply
d. all of theabove
e. none of the above

203. The correct answer to the preceding
guestion shows the market value of consumers’ goods
can properly be taken as afixed starting point for the
determination of the value of the factors of production
by the application of arate of discount to the value of
consumers’ goods.

204. Itisan error to take the value of
consumers’ goods as afixed starting point and to as-
sume that changesin the rate of profit/interest affect
only the value of the factors of production used to pro-
duce them.

205. Select the best choice.
a. theprices of factors of production are funda-
mentally determined by supply and demand no
less than the prices of consumers' goods
b. therate of discount (viz., profit/interest)
emerges as the result of differences between the
demand/supply situation in the market for prod-
ucts and the demand/supply situation in the mar-
ket for factors of production
¢. thedemand for productstends regularly and
permanently to exceed the demand for factors of
production by the amount of net consumption
d. the supply of products can be less or more than
corresponds to the supply of factors of production
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to the extent that there is positive or negative net
investment
e. al of the above

206. Bohm-Bawerk’ s recognition that who-
ever has savings of any kind thereby demonstrates that
he values the last unit of wealth that he devotes to the
future above an additional unit of wealth that he might
devote to enjoyment in the present

a. impliesthat to this extent an individual hasa
preference for future goods over present goods

b. underminesthetime preferencetheory inits
traditional form, which holds that profits/interest
derive from the higher valuation of present goods
over future goods

c¢. doesnot eliminate the role of time preference
in determining the rate of profit/interest if therole
of time preferenceis perceived as determining the
extent to which individual s divide their wealth
and income between consumption and provision
for the future, and thus as the major determinant
of therate of net consumption

d. all of theabove

207. Ricardo’s proposition that “ profitsrise
aswagesfall and fall aswagesrise”
a. was advanced in the context of an invarible
money
b. can be understood as representing profitsris-
ing as productive expenditure and costsfall, if
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wages are regarded as representing al of produc-
tive expenditure

c. implicitly presupposes the existence of net con-
sumption asthe basis of sales revenues being
greater than “wages’ or productive expenditure

d. isconsistent with real wages and real profits
both rising together and with real wagesrising
even when “profits rise and wages fall”

e. al of the above

208. John Stuart Mill’ s proposition that “ de-
mand for commoditiesis not demand for labor”

a. must be accepted, at least implicitly, in order
to see that the demand for consumers' goods regu-
larly and consistently exceeds the demand for
labor and thus to recognize net consumption asa
source of aggregate profit/interest
b. was accepted by Ricardo and thus helpsto
make his doctrine that “profits rise as wages fall
and fall aswagesrise” compatible with the net
consumption theory
c. both (a) and (b)
d. neither (a) nor (b)

209. If John Stuart Mill’ s proposition that
“demand for commoditiesis not demand for labor”
were not true, and the demand for commodities were a
demand for labor, the demand for consumers’ goods
could not exceed the demand for labor and thus net
consumption could not exist.




Answers to Questions 1-209 on Chapter 16 *See next page concerning 97-114.

Ques- Correct Ques- Correct Ques- Correct Ques- Correct Ques- Correct Ques- Correct Ques- Correct
tion# Answer tion# Answer tion # Answel tion# Answer tion# Answer tion# Answer tion# Answer
1 c 31 T 61 c 91 c 121 7.10% 151  $999,970 181 100

2 T 32 T 62 d 92 T 122 2.10% 152 -$27 182 T

3 F 33 b 63 T 93 T 123 c 153 30000000 183 -.3C
4 F 34 T 64 d 94 b 124 d 154 $0.10 184 -37.5%
5 F 35 T 65 d 95 T 125 T 155 $3 185 100
6 a 36 T 66 d 96 c 126 a 156 $1 186 T

7 d 37 T 67 e 97* $105.00 127 c 157  $3,000,000 187 F

8 T 38 T 68 T 98 $100.4074 128 d 158  $1,000,000 188 c

9 T 39 T 69 c 99 $110.25 129 F 159 F 189 150%
10 d 40 T 70 c 100 $107.10 130 e 160 F 190 -25%
11 c 41 $200,000 71 10 101 7.10% 131 F 161 2 191 T
12 d 42 $204,000 72 100 102 $100.5732 132 F 162 2,000,000 192 T
13 c 43  $206000 also $94000/$300000 = 31.33% 73 0 103 7.10% 133 d 163 $1.50 193 T
14 T 44 $208000 also $192000/$400000 = 48% 74 5 104 $114.70 134 2700 164  $3,000,000 194 T
15 c 45 $220000 also $780000/$1000000 = 78% 75 5 105 7.10% 135 2550 165  $1,333,333 195 T
16 c 46 $1020000 also -$20000/$1000000 = -2% 76 10 106 $104.00 136 75 166  $666,667 196 T
17 d 47 c 77 50 107 $100.33 137  3400% 167 F 197 $95
18 a 48 b 78 100 108 $108.16 138 3.65 168 a 198 $47
19 T 49 c 79 e 109 $107.12 139 12410% 169 d 199 $97.50
20 a 50 b 80 T 110 7.12% 140 d 170 c 200 $68
21 T 51 F 81 c 111 $100.5748 141 F 171 c 201 T
22 e 52 F 82 b 112 7.12% 142 b 172 c 202 d
23 T 53 T 83 T 113 $114.75 143 e 173 11.11% 203 F
24 200 54 T 84 a 114 7.12% 144  $3,000,000 174 122.22% 204 T
25 11.11% 55 T 85 T 115 T 145 $2,000,000 175 -44.44% 205 e
26 NCof200 56 b 86 T 116 T 146  $1,000,000 176 .8C 206 d
27 c 57 c 87 T 117 T 147 3,000,027 177 0.25 207 e
28 T 58 d 88 T 118 5.00% 148  $0.999991 178 .8C 208 c
29 F 59 T 89 T 119 1.96% 149 $30 179 1.2C 209 T
30 T 60 T 90 T 120 1.0710 150 $28 180 150%



The following relates to questions 97-114.

Rate of Net

Consumption/

Rate of Profit
Annual 5.00%
Monthly 0.4074%
Biannual 10.25%
Annual 4.00%
Monthly 0.33%
Biannual 8.16%

Question Answer

1 c
2 T
3 F
4 F
5 F
6 a
7 d
8 T

Sales Rate of Increase
Revenues in Money and
$100*(1+B) Spending
$105.00 2.00%
$100.4074 0.1652%
$110.25 4.04%
$104.00 3.00%
$100.33 0.25%
$108.16 6.09%

Sales
Revenues

C*(1+D)

$107.10
$100.5732

$114.70

$107.12
$100.57

$114.75

Profit

E-$100

$7.10
$0.57

$14.70

$7.12
$0.57

$14.75

Rate of

Profit

F/100

7.10%

0.5732%

14.70%

7.12%

0.57%

14.75%

Annualized

Rate of Profit

7.10%

7.10%

7.10%

7.12%

7.12%

7.12%
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