	Quantity
	Demand
	Supply

	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


Question #1
a)





 







































 








b)


c) In absence of Rent control: P=P
P= 1200-5Qd and P=300+5Qs
1200-5Q=300+5Q
-10Q=-900
Q=90

And to find price, plug Q into one of the equations: I will use P=300+5Qs
P=300+5(90)
= 750

Therefore in absence of rent control, equilibrium is at quantity of 90 and price of $750. This does agree with the table since equilibrium of the table is at a quantity of 90 where both price for supply and demand is at 750.

[bookmark: _GoBack]d) With rent control ceiling, there is a shortage of apartment since ceiling price is below equilibrium price. When this happens, it is forcing suppliers to charge less than they originally do, making renting out apartments less profitable and therefore, they will provide less. Since the price is lower, more people will demand it more while suppliers will supply less leaving more demanded then supplied therefore a shortage in housing. To calculate how many, we plug in the price of 600 in each equation to find the Qs and Qd:
For quantity demanded:
P= 1200-5Qd  600=1200-5Qd  -600=-5Qd Qd=120
For quantity supplied:
P=300+5Qs  600=300+5Qs 300=5Qs Qs=60

Therefore, 120-60=60
There will be a shortage of a quantity of 60.

e) For consumer surplus, it measures the benefit to the buyer from good as buyer perceived it. It is measures by max amount buyer will pay for good minus amount buyer actually pays. For producer surplus, it is benefit sellers receive from market. It is measure by amount seller is paid minus the cost of production (opportunity cost). In free markets with no ceilings, it produces quantity of good that max sum of consumer and producer surplus. Therefore, the consumer surplus increase while producer surplus declines after the price ceiling is imposed. There is a deadweight loss after the ceiling is imposed which decreases total surplus. For producer, he cannot sell at the price he could otherwise get, and will producer less. For consumer, consumer will want more since the price is lower but will be hard to get it since less is available.
Total surplus before: (base x height)/2  [(900*90)/2] = 40500 
- Consumer surplus equals $20250 and producer surplus equals $20250 
For total surplus after price ceiling, we use the formula (1/2)*height*(base 1 + base 2). 
· At supply of $600, there is quantity of 60 (height) and demand of $900. To get base 1, we get 900-600=300
· At quantity of 0, supply equals 300 and demand equals 1200, to get base 2, we get 1200-300=900
· (1/2)*60*(900+300) = (1/2)*60*1200 = $36000, this is the total surplus after price ceiling.
Deadweight loss is total surplus before ceiling – total surplus after ceiling 
= 40500-36000 = 4500
Question #2 
a)  
I.  From Table 4.2.4, we can see that the total expense for our current fiscal year 2013-2014, including both program expenses (252.9 billion) and public debt charges (29.7 billion) is 282.6 billion dollars.
II. The expenses are divided by program expenses (which takes 13.6% of GDP) and public debt charges (which takes 1.6% of GDP). Together they take 15.2% of GDP. For program expenses, major transfers to persons takes 3.9%, major transfers to other levels of government takes 3.2%, and direct program expenses takes 6.4% which makes the total GDP share percent of program expenses 13.6%.
III. This is divided into public debt charges, which accounts for 29.7 billion (1.6% GDP) and program expenses of 252.9 billion (13.6% GDP). Program expenses are divides into major transfers to persons (elderly benefits, employment insurance benefits, and children's benefits) which accounts to a total of 73.4 billion (3.9%), major transfers to other levels of government (Canada health transfer, Canada social transfer, other health and social transfers, fiscal arrangements, gas tax fund, other major transfers, and alternative payments for standing programs) which in total accounts for 60.3 billion (3.2% GDP), and direct program expenses (operating expenses, transfer payments, and capital amortization) which accounts for 119.2 billion (6.4% GDP).
IV. The current annual revenue level is $263.9 billion. This revenue is divided into total tax revenue, income taxes (171.5 billion) and excise taxes/duties (44.9 billion) with a total of 216.4 billion dollars. In addition includes employment insurance premium revenues (21.9 billion) and other revenues (25.6 billion).
V. The deficit in the fiscal year is -18.7 billion. They forecast that by 2015-2016, we will have a balanced budget of 0.8 billion.
VI. Major ticket items of government spending are in the program expenses.  The biggest area in where they spend would be in direct program expenses, which accounts for operating expenses, transfer payments, and capital amortization which in total takes up 119.2 billion dollars.  Second would be spending on major transfers to persons, which includes elderly benefits, employment insurance benefits, and children's benefits, which takes 73.4 billion dollars. The third major spending area would be on major transfers to other levels of government which includes Canada health transfer, Canada social transfer and so on which accounts for 60.3 billion dollars. For public debt charges, the government only uses 29.7 billion.
VII. Major sources of revenue for Canada would be the total tax revenues, which include income taxes (personal income tax, corporate income tax, and non-resident income tax), which makes 171.5 billion and excise tax/duties (goods and service tax, customs import duties, other excise taxes/duties), which makes 44.9. In total tax revenues make 216.4 billion.

b)

I. Projected level of expenditures for budget year 2013-2014 is $127.6 billion
II. 6 important expenditure areas include the health sector, education sector, postsecondary and training sector, children’s and social service sector, justice sector and other programs expense such firefighting services etc. Another one would be the interest on debt, which is after they calculate the main expenses. A majority is in the educational sector. This is partially good for a students and anyone in the educational sector since a lot of the money government receives from the public is given back to us.
III.  Projected level of revenues for budget year 2013-2014 is $116.8 billion.
IV. Major sources of revenue include taxation revenues, income from government enterprises, other non-tax revenues, and government of Canada transfers. It splits revenues since the tax it gets from the government is more like a gift and not collected from the provinces people through their taxes. The tax is makes turns to be revenues that they generate while transfers it receives are not.
V.  Ontario's deficit for 2012–13 is now projected to be $9.8 billion, a $5.0 billion improvement compared with the 2012 Budget forecast.
VI.  The projected level of the deficit for budget year 2013-2014 is $9.8 billion.

c) Don Drummond, TD chief economist says when referring to raising he GST is to use the revenue to cut personal and corporate taxes, he states: “We could end up with an overall tax system much more conducive to economic growth”. A poll of top economists finds unanimous opposition to the government’s plan to reduce the goods and services tax. Economists believe other tax cuts would be better for the country than trimming another point from the goods and services tax, which represents more than $ 5 billion in revenue.  Most economists said the government’s priorities should be cutting personal and business taxes, especially the latter. They believe it is a bad move that does nothing to boost productivity of the nation. They believe the cut might give a small increase to consumer spending but that is not the area that needs boosting especially after the Bank of Canada warned that the economy is already running above capacity.  They believe cutting the GST could encourage more consumption at exactly the wrong time and domestic demand is already vey strong, and encouraging additional consumption could make the bank of Canada’s job tougher. Economist Jim Stanford believes “Rather than throwing fat on a sector that is already on fire, the government should focus on supporting business investment in the fact of a soaring dollar, a US slowdown, and Canada’s gaping non-resource trade deficit.” Therefore, economists oppose this tax since they believe it does nothing but boosts consumption instead of investment and ignores the real issues.
Question #3
a) 
	price L= 100
	VC=100
	 
	TFC=
	200
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	Workers
	Production/Output
	Marginal Product
	Total Cost
	  Average Total Cost
	Marginal Cost

	 
	 
	 
	 
	 
	 
	 

	 
	0.00
	0.00
	XXX
	200
	XXX
	XXX

	 
	1.00
	20.00
	20
	300
	15
	100/20

	 
	2.00
	50.00
	30
	400
	8
	100/30

	 
	3.00
	90.00
	40
	500
	5.55
	100/40

	 
	4.00
	120.00
	30
	600
	5
	100/30

	 
	5.00
	140.00
	20
	700
	5
	100/20

	 
	6.00
	150.00
	10
	800
	5.33
	100/10

	 
	7.00
	155.00
	5
	900
	5.8
	100/5




b)
	price L=150
	VC=150.00
	 
	TFC=
	200
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	Workers
	Output
	Marginal Product
	Total Cost
	Average Total Cost
	Marginal Cost

	 
	 
	 
	 
	 
	 
	 

	 
	0.00
	0.00
	XXX
	200
	XXX
	XXX

	 
	1.00
	20.00
	20
	350
	17.5
	150/20

	 
	2.00
	50.00
	30
	500
	10
	150/30

	 
	3.00
	90.00
	40
	650
	7.22
	150/40

	 
	4.00
	120.0
	30
	800
	6.66
	150/30

	 
	5.00
	140.0
	20
	950
	6.7
	150/20

	 
	6.00
	150.0
	10
	1100
	7.33
	150/10

	 
	7.00
	155.0
	5
	1250
	8.06
	150/5




c) 
	price L=
	100.00
	 
	TFC=
	300.00
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	Workers
	Output
	Marginal Product
	Total Cost
	Average Total Cost
	Marginal Cost

	 
	 
	 
	 
	 
	 
	 

	 
	0.00
	0.00
	XXX
	300.0
	XXX
	XXX

	 
	1.00
	20.00
	20
	400
	20
	100/20

	 
	2.00
	50.00
	30
	500
	10
	100/30

	 
	3.00
	90.00
	40
	600
	6.66
	100/40

	 
	4.00
	120.0
	30
	700
	5.83
	100/30

	 
	5.00
	140.0
	20
	800
	5.71
	100/20

	 
	6.00
	150.0
	10
	900
	6
	100/10

	 
	7.00
	155.0
	5
	1000
	6.45
	100/5





d) In all three tables, they are all the same. In addition, the marginal product starts at 20, then increases till it reaches 3 workers, then starts to decrease from there. This happens since when you increase workers, you are increasing the productivity but then as you gain more workers, it becomes crowded and there is less equipment that is available therefore decreasing productivity. This falls under diminishing marginal product, the property whereby the marginal product of an input declines as the quantity of input increases.

e) In all three tables, we can see the average total costs starts to decrease as the number of workers increases, but then starts to increase again. This happens because when you are increasing workers, at the beginning productivity is greater than the costs but then when there is more workers, productivity decreases for each working making the costs higher.

f) In all three tables, we can see that the marginal cost decreases then starts increasing again. When you produce a small amount, you have a few workers and much of the equipment is not being used. But as the marginal product of extra worker is large, and the marginal cost of extra input is small, it begins to rise, then fall. 

g) Marginal cost decreases then increases while marginal product increases than increases. The U-shape of the marginal cost curve is closely related to the hump-shape of the marginal product curve. The increasing portion of the marginal product curve corresponds with the decreasing portion of the marginal cost curve. The decreasing portion of the marginal product curve corresponds with the increasing portion of the marginal cost curve. The peak of the marginal product curve corresponds with the minimum of the marginal cost curve.


h) The variable cost is affected since the cost for an employee to work goes from $100 per worker to $150 per worker, a $50 increase, while the fixed cost remains the same at 200 since the cost to run the company doesn’t increase or decrease. Variable cost will increase as the number of workers increases while fixed cost will remain constant.

i) From a to c, the variable cost of 100 stays the same and therefore is not affected. The fixed cost however increases from 200 to 300, a hundred dollar increase.
j)  











Price Ceiling
Demand	0.0	5.0	10.0	15.0	20.0	25.0	30.0	35.0	40.0	45.0	50.0	55.0	60.0	65.0	70.0	75.0	80.0	85.0	90.0	95.0	100.0	105.0	110.0	115.0	120.0	125.0	130.0	135.0	140.0	145.0	150.0	155.0	160.0	165.0	170.0	175.0	180.0	185.0	190.0	195.0	200.0	205.0	210.0	215.0	220.0	225.0	230.0	235.0	240.0	1200.0	1175.0	1150.0	1125.0	1100.0	1075.0	1050.0	1025.0	1000.0	975.0	950.0	925.0	900.0	875.0	850.0	825.0	800.0	775.0	750.0	725.0	700.0	675.0	650.0	625.0	600.0	575.0	550.0	525.0	500.0	475.0	450.0	425.0	400.0	375.0	350.0	325.0	300.0	275.0	250.0	225.0	200.0	175.0	150.0	125.0	100.0	75.0	50.0	25.0	0.0	Supply	0.0	5.0	10.0	15.0	20.0	25.0	30.0	35.0	40.0	45.0	50.0	55.0	60.0	65.0	70.0	75.0	80.0	85.0	90.0	95.0	100.0	105.0	110.0	115.0	120.0	125.0	130.0	135.0	140.0	145.0	150.0	155.0	160.0	165.0	170.0	175.0	180.0	185.0	190.0	195.0	200.0	205.0	210.0	215.0	220.0	225.0	230.0	235.0	240.0	300.0	325.0	350.0	375.0	400.0	425.0	450.0	475.0	500.0	525.0	550.0	575.0	600.0	625.0	650.0	675.0	700.0	725.0	750.0	775.0	800.0	825.0	850.0	875.0	900.0	925.0	950.0	975.0	1000.0	1025.0	1050.0	1075.0	1100.0	1125.0	1150.0	1175.0	1200.0	1225.0	1250.0	1275.0	1300.0	1325.0	1350.0	1375.0	1400.0	1425.0	1450.0	1475.0	1500.0	Ceiling	0.0	5.0	10.0	15.0	20.0	25.0	30.0	35.0	40.0	45.0	50.0	55.0	60.0	65.0	70.0	75.0	80.0	85.0	90.0	95.0	100.0	105.0	110.0	115.0	120.0	125.0	130.0	135.0	140.0	145.0	150.0	155.0	160.0	165.0	170.0	175.0	180.0	185.0	190.0	195.0	200.0	205.0	210.0	215.0	220.0	225.0	230.0	235.0	240.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	600.0	Quantity
Price
Marginal product and  total product
Production/Output 0.00	1.0	2.0	3.0	4.0	5.0	6.0	7.0	20.0	50.0	90.0	120.0	140.0	150.0	155.0	Produit Marginal Product XXX	1.0	2.0	3.0	4.0	5.0	6.0	7.0	20.0	30.0	40.0	30.0	20.0	10.0	5.0	Workers

Production
Average total cost and marginal cost
  Average Total Cost XXX	1.0	2.0	3.0	4.0	5.0	6.0	7.0	15.0	8.0	5.55	5.0	5.0	5.33	5.8	Marginal Cost XXX	1.0	2.0	3.0	4.0	5.0	6.0	7.0	5.0	3.33	2.5	3.33	5.0	10.0	20.0	Workers
cost




