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THEY CAN SEND YOU

TO SCHOOL —
BUT THEY

CAN'T MAKE YOU THINK |
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: SAVE AMERICA :

GET OUT THERE
* AND SHOP YOUR BUNS OFF! *

%ﬁﬁ*ﬁ%%%ﬁ*ﬁ*%*%ﬁﬁ*ﬁﬁ*%*%

X 24 24 X X 2k
%%%%



Fei., Mg

L M)

A. bmw W%;b ﬂz%ﬁ; Jo Clusce (L’%‘” OWC/{,IW(N>

85 S0k W @ /1_@4’14/&
%vf%rm V M%/V/ wulty Libr wok

- %Wo
s YW/?MW

g Wfﬁa s Yok~ Weads Apwel)

A% 4

. T7 Mgy wluy rE s At

W&fmmwmwh Kﬁww«

&1z o o bt r//WW
/W‘, {Mw A

(= ¥} vippg20— wwh @& Tlwk
/LW-@MV[LSW 10, 0vq = #/}M:ﬁ:—"gx

[= Wk twk +(0kf ¢ 0]

by

v “17

Sl e
f

o }

|

U Sk, J/“AOWLA% Wiply abrul; ¥, éwt
V. wmﬂ¢wzt’zw Wit i o apout | X
Mo cumad that e ’a/naod Mtiy Wove fézm

I thesy /7/”751 __[; VWWYM} wewmtika  — [ I TSTAGFL. .




| /M,,{{, f MW&MWM e Wu Mg /o&{,«/z,
vy //GA/KI’C(QfL — the 1V LW ”j U/Qg&a

| E. Gl . sraal dbifwd 5 L., f‘f My/) gy
Qctie

£ /’w W“ff/ o Mir Myl

gl v 1 ONSTQaeL Tr
| %Wﬁ@#— Mutshidss pendy W g
wllou  cLdhy btwew ’M/w,( /Lg'/rm; [wokw)’ W
Ctw. O tha with cdude Weagpns 3y z/&w m»w”Ww«
| Whue S dinty Al Nm{m;
il Loty L f.or{z,@ Arve ﬂvm‘; = (,m,{/ b .

i s 74 4 Ws o watr /w?wtfm

Wyt /%/ rﬁ/ow( Wes TITSTAACL,  UWetothuts
| the Ukt R L : a
& £ oo d o Tirsrears /IMM /7
| the. mm(, Mmm 4 Ml folun
| S hass, . 4,&1«4/{%44 %ﬂam bt
e WW V7 wwg i, W Sﬁ(/ , -

/‘1[, Nit o /Lf/'fvué, W'J/&/sh
F o/, stodl hussnis .




L,

g Ay
- Ctuabrmn " Wlwes.) = My oy o

Mune

A. Meve s thom Moy 7 Phays,
(. b ¥ luwlf P s M, Cy sl 47

W OVUsauly o L distril,
(/1)1’/50 M‘MLZ = hal ¢ «WWM/
ﬁt'{,{/{/vyﬁw Ol%ﬁ(/ w Vol ocad. l;M/l}‘AJ 5'1 /Ltam,(g';z‘

ol sV 4yt il ’Z;m/ e ;M
dy Word — b WMo ¥ W fn
rwm b’t’wm MZ/? m/t/wo{uuﬁw,z ,/%t ém‘/;

L dew, X WAWW( i)

v Seculue daws of Wt . Muvmin

(el s iz o thiv: HE W i s e

I ("{/4 Ui 4, (fVﬂ/dM/aﬂ?l &J‘/Ww:bt'wi lan A o1/20

, @(/Coo(w,)

wiby :
W/LWM as vrval Auudo /l Humglyr  —

jmw,a,/ Fho, ik il be: e ack el
| ki, ﬂ/j Hoo sy Mligpor callyl é,lf%

[ ldx/q/s WWW//JM ?mvom«mum,
G

it Mw;%//.

2. WL [\Mr,fuo, L mwa(i, %MML/&

ey oaad, WMI - ity G msL, {'Lf*"wi V7, W




t,

B. 5 Labn podhens ol viliy, oy M = 01,
i . G'Vowm’ U o, I/ K. - }W«W
e Volwe Y. wdd 4%51000%/4%1;
M Y ilumaus | Wakn(;  Fhoy, i

§.¢.
Sumupiyd i svio o TLTSTOELy gy V14F .

Cdgyu)asc
MWP iy }/ai/ @ /’f&m{f Ciha .
Ha{wh

3l
| AOWW bodun, v 7 K, L S me

l/','_’
.
)

J

los %ﬂ/w/v fro wom Awiig
Ll wdvoage. o lwﬂcmw /ltar Waam@ M{/W

LHLW Hﬂéim {A/aL f‘&m
Wuf foéz a/l«f:f %ﬂufvﬂd L»/ ity /ﬁt%)
ﬁ.ﬂ, WW JM MMsw/ K1 "L&fat 5%; uulul fﬁy

b o L Lvu/mz:nd{ym w
buJ«,.

WL Ww A/ wa 0(/605
gu{ w,;,{l,uff ‘to NMW -]-\’{f,éuc, lf" K.
CA s 4L .
LV"QM pvb v {’[fab

low rh UAM PV gl ¢ AN Fd
g L Wl wils Ww?w ;/Mo W}“



. HV‘W ¥ theuul /l{ﬁl/ow/‘

( Moy al

/'1‘/ Qa (/MW WWW&.

ko “M/ﬂ/(’\’“ M(/ﬂ;w v Ma
/Vy

C.xS'e

Do Ly atuywtr oles s
C il bt Vs bt v

L. Yk (/‘-f'“‘” i 4 Ml A2, W W5 ﬂu &i;kw,]
A Cus. £ WS sewe {—/JM_

R (uify - W% mvwhw W St
L. WWZ‘" Ltt’ /Lmu// mtwév.,

' (JBW Wl /0[1/ M(/Qd)

2. wnwvu it are ”‘W"r b R
M&/uf«m win b dy

= Mu&fwmm-mmw

F. Coqsmmwun Wt Aike dx;-w/wrh/s
vuX/leMAm waAama

aym/,m



Favk .



@ &
Ul L adit p ¥ gk
bl 2
My ¢
C(W Lot bine vy d/MM
A/m/ %md/{{w'!
U/rs{’k 4

/1&240, ﬁf/ ﬁl‘ww&/;mp_ W% ZL gﬁZé f/&t«/&/twy

ol b K&muwkf_&ufmﬁhﬂﬂL_f@@;__

1, /1114(5 LV*{/M/{ 4// /4 /;(P{L«/V
/.lfw, /|

. 2 i el 'MT g W /Aw . b, 2
R i e




Economics 001, Handout on Rent, Professor M. Gaffney, Winter 2000.

$A
400
= Rent
300
200 7 2P0
1p0
100 Interest
Rate
100 100 100 100
’
0 1 2 3 4
K
K ($000) units of capital 1 2 3 4
Change in Rent 300 200 100 0
Total Rent 300 500 600 600
Average Rent 300 250 200 150
K x Average Rent 300 500 600 600

To follow this example you must understand what we mean by rent:

Rent is the difference between the return you get on your money minus the money you
must pay the bank in interest. Rent = Return - Interest

For example, suppose that you have a piece of land and borrow money from the bank
so you can plant on it. The bank charges you ten percent of interest for every dolla~
you borrow. Following this example, when you borrow the first thousand you earn a
40 percent return on the money, which is $400. But, you must pay the bank not only
their $1000 loan back but also an extra $100, in other words ten percent of $1000, as
interest. Therefore you keep $300 ($400 of return - $100 of interest you have to pay =
$300 you earn of rent). So, the marginal return, the return you get on the first
thousand, minus the interest you pay to the bank for the right to use that money for a
year, $100, is the rent.

If you decide to borrow another $1000 the marginal return you get is lower, 30%, thus
your rent will be 20% of $1000.

For the third thousand your marginal return is 20%, hence your rent will be 10% of
$1000.

When you get to the last thousand your marginal return is 10%, which is equal to what
you must pay to the bank in interest. That means that you do not earn any rent.

Note: The marginal return on your money has been made up for this example.

In order to get the total rent you simply add the change in rents. So, for the first
$1000 your rent is $300, so the total rent is simply $300. For the second $1000 you
add the second rent, $200, plus the first one, $300, so you have $500 total rent. And
so forth.



Economics 001, Handout on Rent, Professor M. Gaffney, Winter 2000.

To calculate the average rent you divide the total rent at each level of capital
investment (the money that you borrow from the bank) by the number of units of this
capital.

Average Rent = Total Rent + K

For example, the average of the second thousand dollars of investment is the total
rent, $500, divided by 2. Remember that 2 means two thousand dollars (2 units of
capital). So we get $250 as the average.

You can calculate the total rent in two different ways.

One way is simply by adding the rents corresponding to each unit of capital: $300 +
$200 + $100 + $0 = $600.

The other way is by multiplying the average rent corresponding to the last unit of
capital, for example $150, times the units of capital corresponding to that level of
investment, in our example is 4. Therefore, $150 times 4 is $600. This is what we
did in the last row of the table: we multiply each average corresponding to each unit of
capital by the number of units of capital. So, for example, the average rent at 3 units
is 200, so the total rent is $200 times 3 or $600.

You can see that if the interest that the bank charges you increases then your rent
should fall. Hence, the interest rate and rent are inversely related.

Practice problem: Using the same information (this means that the marginal return
for each unit of capital is assumed to be the same as in the original problem)
recalculate the rent if interest rate is 15% and if interest rate is 5%. In each case
reproduce the table above with the new numbers and do the graph as well.



