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Use the following to answer question 1.

 

 1. (Table: Willingness to Pay for Basketball Sneakers) If the price of basketball sneakers is $60, 
how many pairs will be purchased?

 A) 5
 B) 4
 C) 3
 D) 2

 2. The consumers' willingness to pay for a good is used to derive the __________ for that good.
 A) producer surplus
 B) cost of production
 C) supply curve
 D) demand curve

 3. We can measure total consumer surplus for good X as:
 A) the sum of the individual consumer surpluses for all buyers of X.
 B) the area above the demand curve for X and below the price of X.
 C) the area bounded by the demand curve for X and the two axes.
 D) the area above the supply curve for X.

 4. Consumer surplus can be found by computing the area:
 A) above the supply curve and below the price.
 B) under the supply curve and above the price.
 C) under the demand curve and above the price.
 D) under the demand curve and below the price.
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Use the following to answer question 5.

 Figure: Market Demand

 5. (Figure: Market Demand) Look at the figure Market Demand. The amount by which the total 
benefits to consumers exceed their total expenditure is called ________, and if the price is B, 
is depicted by the area ________.

 A) producer surplus; BCD
 B) consumer surplus; 0CDE
 C) consumer surplus; BCD
 D) net benefit; 0BDE

 6. The total producer surplus in the Wisconsin milk market is represented by:
 A) the sum of the individual producer surpluses in this market.
 B) the sum of all prices paid multiplied by the number of gallons of milk sold.
 C) the total revenue of the milk producers in Wisconsin.
 D) the total cost of selling milk in Wisconsin.
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Use the following to answer question 7.

 Figure: Monthly Supply of Bread

 7. (Figure: Monthly Supply of Bread) Look at the figure Monthly Supply of Bread. The graph 
represents the monthly supply of bread at a local bakery. At the current price of $3 per loaf 
of bread, the bakery produces 120 loaves of bread per month. The producer surplus received 
by this bakery is equal to:

 A) $120.
 B) $60.
 C) $360.
 D) $180.

 8. Mountain River Adventures offers whitewater rafting trips down the Colorado River. It 
costs the firm $100 for the first raft trip per day, $120 for the second, $140 for the third, and 
$160 for the fourth. If the market price for a raft trip is $150, Mountain River Adventures 
will offer ________ trips per day and will have producer surplus equal to ________.

 A) 3; $90
 B) 3; $10
 C) 2; $220
 D) 4; $80
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Use the following to answer question 9.

 Figure: Gain in Producer Surplus

 9. (Figure: Gain in Producer Surplus) Look at the figure Gain in Producer Surplus. Which of the 
following area or areas represent producer surplus when the price is equal to P2?

 A) D, E, and F
 B) B and C
 C) D and E
 D) A, B, and C
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Answer Key - chapter4practice

 1. A
 2. D
 3. A
 4. C
 5. C
 6. A
 7. D
 8. A
 9. A
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