1. a.
	Quantity
	Demand
	Supply
	Ceiling

	0
	1200
	300
	700

	5
	1175
	325
	700

	10
	1150
	350
	700

	15
	1125
	375
	700

	20
	1100
	400
	700

	25
	1075
	425
	700

	30
	1050
	450
	700

	35
	1025
	475
	700

	40
	1000
	500
	700

	45
	975
	525
	700

	50
	950
	550
	700

	55
	925
	575
	700

	60
	900
	600
	700

	65
	875
	625
	700

	70
	850
	650
	700

	75
	825
	675
	700

	80
	800
	700
	700

	85
	775
	725
	700

	90
	750
	750
	700

	95
	725
	775
	700

	100
	700
	800
	700

	105
	675
	825
	700

	110
	650
	850
	700

	115
	625
	875
	700

	120
	600
	900
	700

	125
	575
	925
	700

	130
	550
	950
	700

	135
	525
	975
	700

	140
	500
	1000
	700

	145
	475
	1025
	700

	150
	450
	1050
	700

	155
	425
	1075
	700

	160
	400
	1100
	700

	165
	375
	1125
	700

	170
	350
	1150
	700

	175
	325
	1175
	700

	180
	300
	1200
	700

	185
	275
	1225
	700

	190
	250
	1250
	700

	195
	225
	1275
	700

	200
	200
	1300
	700

	205
	175
	1325
	700

	210
	150
	1350
	700

	215
	125
	1375
	700

	220
	100
	1400
	700

	225
	75
	1425
	700

	230
	50
	1450
	700

	235
	25
	1475
	700

	240
	0
	1500
	700



b.

c. In the absence of rent control the equilibrium would be when the D curve and the S curve intersect: 
To find the equilibrium quantity make the equations equal to each other:
P = P
1200-5Q = 300+5Q
900 = 10Q
Q = 90
Sub this quantity into one of the equations to find the equilibrium price:
P = 1200-5Q
P = 1200-5(90)
P = 750
Therefore in the absence of rent control the equilibrium quantity is 90 and the equilibrium price is $750. This answer agrees with the data in the table because when quantity is 90 both supply and demand are equal to 750.
d. For quantity demanded:
P = 1200-5Q
700 = 1200-5Q
5Q = 500
Qd = 100
For quantity supplied:
P = 300+5Q
700 = 300+5Q
400 = 5Q
Qs = 80
Therefore:
Qd-Qs = 100-80 = 20
With the rent control ceiling, 80 units are being supplied and 100 units are being demanded. All 80 units will be rented. This shows a shortage of 20 units because 20 more units are being demanded than units that are being supplied. 
e. Before Price Ceiling:
Consumer surplus = 
= 
= 
= 20250
Producer surplus = 
= 
= 
= 20250
Total surplus = consumer surplus + producer surplus
= 20250+20250
= 40500
After Price Ceiling:
Consumer surplus = +(base*height)
= +(800-700)*80
= +8000
=24000
Producer surplus = 
= 
= 
= 
= 16000
Total surplus = consumer surplus +producer surplus
= 24000 +16000
= 40000
Deadweight loss = total surplus before ceiling – total surplus after ceiling
= 40500-40000
= 500
2. a. i. The approximate current annual expenditure level for the fiscal year 2014-2015 is $279.2 billion.
ii. This accounts for a 14.5% share of GDP.
iii. Of this 14.5%, 10.3% is spent on debt servicing, and 89.7% is spent on program spending.
iv. The current annual revenue level is $276.3 billion.
v. The projected deficit in the fiscal years 2014-2015 is $2.9 billion. A balanced budget is forecast for the year 2015-2016 by $6.4 billion.
vi. The big-ticket items as far as federal government spending is concerned are the direct program expenses. Direct program expenses include operating expenses, transfer payments, and capital amortization. 
vii. The major sources of revenue as far as the federal government is concerned are income taxes. Income taxes include personal income tax, corporate income tax and non-resident income tax.
b. i. The projected level of expenditures for budget year 2014-2015 is $130,376.0 million.
ii. The 6 most important expenditure areas are:
1. Health and Long Term Care
2. Education
3. Interest on Debt
4. Community and Social Services
5. Training, Colleges and Universities
6. Other Expenses
Through the envelope of ‘training, colleges and universities’, $7838.8 million is slated for you and me.
iii. The projected level of revenues for budget year 2014-2015 is $118,871 million. 
iv. The major sources of revenue for the provincial government are taxation revenues, Government of Canada transfers, income from government business enterprise, and other non-tax revenue. The split between its own tax levies and the transfers it received from the Federal government is $83,365 million from its own tax levies and 21,882 million from transfers it receives from the Federal government.
v. The deficit for the fiscal year 2013-2014 was $11,299.3 million.
vi. The projected deficit for the fiscal year 2014-2015 is $11,505 million. 



3. a.
	price L=100
	100
	
	TFC=
	200
	
	

	
	
	
	
	
	
	

	
	Travailleurs/
Workers
	Production/
Output
	Produit Marginal Product
	Coût Total Cost
	Average Total Cost/
Coût Total Moyen
	Coût Marginal Cost

	
	
	
	
	
	
	

	
	0.00
	0.00
	XXX
	$200
	XXX
	XXX

	
	1.00
	20.00
	20
	300
	$15.0
	$5.0

	
	2.00
	50.00
	30
	400
	8.0
	3.3

	
	3.00
	90.00
	40
	500
	5.6
	2.5

	
	4.00
	120.00
	30
	600
	5.0
	3.3

	
	5.00
	140.00
	20
	700
	5.0
	5.0

	
	6.00
	150.00
	10
	800
	5.3
	10.0

	
	7.00
	155.00
	5
	900
	5.8
	20.0



b.
	price L=150
	150.00
	
	TFC=
	200
	
	

	
	
	
	
	
	
	

	
	Travailleurs/
Workers
	Production/
Output
	Produit Marginal Product
	Coût Total Cost
	Average Total Cost/
Coût Total Moyen
	Coût Marginal Cost

	
	
	
	
	
	
	

	
	0.00
	0.00
	XXX
	$200
	XXX
	XXX

	
	1.00
	20.00
	20
	350
	$17.5
	$7.5

	
	2.00
	50.00
	30
	500
	10.0
	5.0

	
	3.00
	90.00
	40
	650
	7.2
	3.8

	
	4.00
	120.00
	30
	800
	6.7
	5.0

	
	5.00
	140.00
	20
	950
	6.8
	7.5

	
	6.00
	150.00
	10
	1100
	7.3
	15.0

	
	7.00
	155.00
	5
	1250
	8.1
	30.0








c.
	price L=100
	100
	
	TFC=
	300
	
	

	
	
	
	
	
	
	

	
	Travailleurs/
Workers
	Production/
Output
	Produit Marginal Product
	Coût Total Cost
	Average Total Cost/
Coût Total Moyen
	Coût Marginal Cost

	
	
	
	
	
	
	

	
	0.00
	0.00
	XXX
	$300
	XXX
	XXX

	
	1.00
	20.00
	20
	400
	$20.0
	$5.0

	
	2.00
	50.00
	30
	500
	10.0
	3.3

	
	3.00
	90.00
	40
	600
	6.7
	2.5

	
	4.00
	120.00
	30
	700
	5.8
	3.3

	
	5.00
	140.00
	20
	800
	5.7
	5.0

	
	6.00
	150.00
	10
	900
	6.0
	10.0

	
	7.00
	155.00
	5
	1000
	6.5
	20.0



d. In all three tables we can see that the marginal product is the same. The marginal product is the increase in output for one additional unit of input, which in this case is the workers. The increase in output is the same in all three charts because the inputs have not changed, therefore the output has not changed.
e. In all three tables we can see that the average total cost decreases and then increases. This is because for the first couple workers, productivity increases and it costs less money to make a unit of output. For the last couple of workers, productivity is no longer increasing by as much and it costs more money to make a unit of output than before.
f. In all three tables, we can see that marginal cost decreases and then increases. Marginal cost is the increase in total cost that arises from one extra unit of production. This decrease occurs because for the first few added workers the productivity increase by bigger amounts. The increase in marginal cost occurs because for the last few added workers, productivity is growing by smaller and smaller amounts.
g. Marginal cost is the increase in total cost that arises from one extra unit of production. Marginal product is the increase in output that arises from an additional unit of input. These concepts are related because to have more output, more inputs are needed. This is what marginal product measures, the change in output by adding one more input. This is associated with marginal cost because when more inputs are added to produce more outputs, the cost increases. Marginal cost measures the cost of producing one more unit of output.
h. Going from Case A to Case B, the total fixed cost remained at $200 but the variable cost (wage paid for each worker) changed from $100 in Case A to $150 in Case B. This means that total cost, total average cost, and marginal cost will be different.

i. Going from Case A to Case C, the total fixed cost has changed from $200 in Case A, to $300 in Case B, but the variable cost (wage paid for each worker) remained the same at $100. This means that the total cost, total average cost, and marginal cost will be different.
j.

[bookmark: _GoBack]
Average Total Cost and Marginal Cost
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Price Ceiling 
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Total product and Marginal Product of Labour
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