Chapter7HW
Short Answer

1.
Answer each of the following questions about demand and consumer surplus.

	a.
	What is consumer surplus, and how is it measured?

	b.
	What is the relationship between the demand curve and the willingness to pay?

	c.
	Other things equal, what happens to consumer surplus if the price of a good falls? Why? Illustrate using a demand curve.

	d.
	In what way does the demand curve represent the benefit consumers receive from participating in a market? In addition to the demand curve, what else must be considered to determine consumer surplus?



2.
Answer the following questions based on the graph that represents J.R.'s demand for ribs per week of ribs at Judy's rib shack.

	a.
	At the equilibrium price, how many ribs would J.R. be willing to purchase?

	b.
	How much is J.R. willing to pay for 20 ribs?

	c.
	What is the magnitude of J.R.'s consumer surplus at the equilibrium price?

	d.
	At the equilibrium price, how many ribs would Judy be willing to sell?

	e.
	How high must the price of ribs be for Judy to supply 20 ribs to the market?

	f.
	At the equilibrium price, what is the magnitude of total surplus in the market?

	g.
	If the price of ribs rose to $10, what would happen to J.R.'s consumer surplus?

	h.
	If the price of ribs fell to $5, what would happen to Judy's producer surplus?

	i.
	Explain why the graph that is shown verifies the fact that the market equilibrium (quantity) maximizes the sum of producer and consumer surplus.
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