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Consumer surplus and producer surplus. Describe.

Consumer surplus and producer surplus are concepts in economics that help measure 

the benefits of a market transaction to consumers and producers.

Consumer surplus refers to the difference between the highest price a consumer is willing 

to pay for a good or service and the actual price they pay. Essentially, it is the amount of 

value that the consumer receives above and beyond what they paid for the product. This 

difference represents the benefit that the consumer receives from the transaction, and it 

can be thought of as the area below the demand curve and above the market price.

On the other hand, producer surplus is the difference between the lowest price a producer 

is willing to accept for a good or service and the actual price they receive. It is the amount 

of value that the producer receives above and beyond their cost of production. This 

difference represents the benefit that the producer receives from the transaction and it 

can be thought of as the area below the market price and above the supply curve.

Together, consumer surplus and producer surplus make up the total economic surplus in 

a market. When a market is in equilibrium, where the quantity of goods demanded equals 

the quantity of goods supplied, the total surplus is maximized. The greater the consumer 

surplus and producer surplus in a market, the more efficient and beneficial the market is 

considered to be.
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3. Graphs about consumer surplus and producer surplus 
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The colored triangle represents the consumer 
surplus. Why? 
 
For all consumers, the price is P*, even for 
consumers who would have paid more. 
According to the demand curve there are 
consumers who would have paid more. Only 
at the price Px no consumer would be willing 
to buy anything. The consumer surplus is thus 
the difference between the demand curve 
above equilibrium and the price actually paid. 
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The colored triangle represents the producer 
surplus. Why? 
 
For all suppliers, the price is P*, even for 
those who would have offered for less money. 
According to the supply curve, there are 
suppliers who would have offered for less 
money. Only at the price Py would no one 
supply. The difference between the effective 
price and the supply curve below P* 
represents the producer surplus. 
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Total surplus is the sum of consumer and 
producer surplus. It can also be called social 
welfare or economic welfare. 
 
Total surplus represents the total social 
value created in the market at question. 

 
P = Price  Q = Quantity   D = Demand   S = Supply 


