1. a) 

	
	P=1200-5Qd
	P=300+5Qs

	Q
	P(Qd)
	P(Qs)

	0
	1200
	300

	5
	1175
	325

	10
	1150
	350

	15
	1125
	375

	20
	1100
	400

	25
	1075
	425

	30
	1050
	450

	35
	1025
	475

	40
	1000
	500

	45
	975
	525

	50
	950
	550

	55
	925
	575

	60
	900
	600

	65
	875
	625

	70
	850
	650

	75
	825
	675

	80
	800
	700

	85
	775
	725

	90
	750
	750

	95
	725
	775

	100
	700
	800

	105
	675
	825

	110
	650
	850

	115
	625
	875

	120
	600
	900

	125
	575
	925

	130
	550
	950

	135
	525
	975

	140
	500
	1000

	145
	475
	1025

	150
	450
	1050

	155
	425
	1075

	160
	400
	1100

	165
	375
	1125

	170
	350
	1150

	175
	325
	1175

	180
	300
	1200

	185
	275
	1225

	190
	250
	1250

	195
	225
	1275

	200
	200
	1300

	205
	175
	1325

	210
	150
	1350

	215
	125
	1375

	220
	100
	1400

	225
	75
	1425

	230
	50
	1450

	235
	25
	1475

	240
	0
	1500


b)
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c)

P=1200-5Qd

P=300+5Qs

2P=1500

P=750

750=1200-5Q

-450=-5Q

Q=90

The equilibrium price is $750 with a quantity of 90 units. This corresponds to the equilibrium in my table.

d) With the rent control ceiling, 20 units are being rented (this is the amount that producers are willing to supply at this price). Yes, there is a shortage of 140 apartments:

160-20 = 140
e) The amount of total consumer surplus and producer surplus in this market has gone down with the rent control in effect. The size of the deadweight loss from the imposition of rent controls is $24 500.
Consumer surplus before 

Q=90, P=750

Area = ½ bh = ½ 90 (450) = 20250

Producer surplus before

Q= 300+5Q

Q=90 P=750

Area = ½ bh = ½ 90 (450) = 20250

Total surplus before= 40500

Consumer surplus after 

Q=20 P=400

P=1200 – 5Q

Area = ½ h(b1+b2) = ½ 20(800 + 700) = 15000

Producer Surplus after 

Q=20 P=400

Area = ½ bh = ½ 20 (100) = 1000

Deadweight loss = change in total surplus

=19250 + 5250

= 24 500

2. a) 
i) The approximate current annual expenditure level for 2009-2010 is $259 Billion. 

ii) This counts for 16.6% of the GDP.

iii) The total expenses are divided into: $229 billion on program spending, and $29.5 billion on debt servicing. 

iv) The current annual revenue level is $225 billion. 

v) The level of debt for this year is $492 billion dollars. 

vi) The projected deficit for 2009-2010 is $33.7 billion. The next balanced budget is forecasted for 2013-2014.

vii) The 6 elements for this plan are: 

1. Improve access to financing and strengthen Canada’s financial system.

2. Help Canadian’s and stimulate spending.
3. Stimulate housing construction.

4. Build infrastructure.

5. Support businesses and communities.

6. Create a more sustainable environment.

b)

i) The 2009-2010 Ontario expense plan is $109 billion. 
ii) The 6 important expenditure areas are: Health, Children and Social Services, Education, Infrastructure and Transportation, Justice, and “Other” i.e. debt savings.

$4,736.7 is slated for “training, colleges, and universities”

iii) The projected level of revenues for 2009-2010 is $96 billion.

iv) The deficit for 2008-2009 is $3.9 billion, which adds to the accumulated deficit total of $109 billion. 
v) The projected deficit for 2009-2010 is $14.1 billion, which adds to the accumulated deficit total of $123 billion. 

c) Economists are opposed to cutting down on the GST because a one percentage cut from it would represent $5 billion lost dollars in tax revenue. The money earned from the GST (before being cut) should go into reducing personal and corporate taxes which are much more damaging to economic growth. In short, the GST has a relatively low deadweight loss as compared to other taxes and should not be cut. 
3. d) In all three tables, marginal product is decreasing. This is due to the law of diminishing marginal product: as the amount of labour is increased, the return of output incrementally decreases. 
e) In all three tables, average total cost decreases, then increases at the end. This is because the per unit cost minimizes at a certain point, then increases again. The total cost growth overtakes the output growth rate. 
f) In all three tables, marginal cost decreases at the start, then increases throughout. This is because the cost of producing the marginal unit increases quickly after a certain minimal point of production is reached. 

g) The marginal cost is the increase in cost of producing the marginal unit. The marginal product is the increase in ouput for the extra marginal worker. They both relate increases in cost and output at the margin. As the marginal product decreases, the marginal cost will usually increase. The marginal cost curve is like a “flip side” of the marginal product curve, or its reflection. 
h) Going from case A to case B, total cost, average total cost, and marginal cost are all affected. This makes sense because cost of paying for firm B’s workers ($150 per worker) is going to increase at a higher rate than firm A ($100 per worker). Therefore, as output increases, the firm B’s total and average total costs will be higher. Their cost of adding the marginal worker will be greater too. 
i) Going from case A to case B, only total cost and average total cost are affected. Both of these variables are going to be greater and their curve will be higher up for firm B because it has a greater total fixed cost than firm A. However, when it comes to marginal cost, both firm’s are the same because the cost for hiring an additional worker is the same. Both firms have the same salary per worker rate ($100). 

j) 
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