Solutions to recommended exercise
Chapter 02 Cost concept
Exercise 2-7 

	
	Cost
	Cost Object
	Direct Cost
	Indirect Cost

	1.
	The wages of pediatric nurses
	The pediatric department
	X
	

	2.
	Prescription drugs
	A particular patient
	X
	

	3.
	Heating the hospital
	The pediatric department
	
	X

	4.
	The salary of the head of pediatrics
	The pediatric department
	X
	

	5.
	The salary of the head of pediatrics
	A particular pediatric patient
	
	X

	6.
	Hospital chaplain’s salary
	A particular patient
	
	X

	7.
	Lab tests by outside contractor
	A particular patient
	X
	

	8.
	Lab tests by outside contractor
	A particular department
	X
	



Exercise 2-8 
	
	Item
	Differential Cost
	Opportunity Cost
	Sunk Cost

	1.
	Cost of the old X-ray machine	
	
	
	X

	2.
	The salary of the head of the Radiology Department	
	
	
	

	3.
	The salary of the head of the Pediatrics Department	
	
	
	

	4.
	Cost of the new color laser printer	
	X
	
	

	5.
	Rent on the space occupied by Radiology	
	
	
	

	6.
	The cost of maintaining the old machine	
	X
	
	

	7.
	Benefits from a new DNA analyzer	
	
	X
	

	8.
	Cost of electricity to run the X-ray machines	
	X
	
	



Note: The costs of the salaries of the head of the Radiology Department and Pediatrics Department and the rent on the space occupied by Radiology are neither differential costs, nor opportunity costs, nor sunk costs. These costs do not differ between the alternatives and therefore are irrelevant in the decision, but they are not sunk costs because they occur in the future.

