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Price of
book

$59

45

35

2

10

Potential
buyers

Aleisha
Brad

Claudia
Darren

Aleisha

—— .: Brad

— s . .E ..... : Claudia )
. Edwina

Darren

i 4 % e & 8 ..... ..... ' Edwina
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1 2 3 4 5 Quantity of books

Willingness
to pay
$59
45
33
25
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Aleisha’s consumer surplus:
559 —S30=529

Aleisha

Brad’s consumer surplus:
$45 —-$30=515

45 o
Claudia’s consumer surplus:

$35 —-$30=55
35

Claudia /
30

S [ R s i s Darren

Price of
book = $30
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Price of
computer

&I

Consumer surplus

$1,500 Price = $1,500
: D
0 1 milllion
Quantity of computers
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Price of
book

Increase in Aleisha’s
consumer surplus

$59 Aleisha

Increase in Brad’s
consumer surplus

Increase in Claudia’s
consumer surplus

Original price = $30

New price = $20

Darren’s
Edwina  consumer ‘

surplus
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Price of
omputer

$5,000

$1,500

0

Increase in consumer
surplus to original buyers

Consumer surplus
gained by new buyers
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Price of
book

$45

35

25

15

. Betty.

I Andrew

Carlos

Donna

Potential
sellers

' Engelbert Andrew

Betty
Carlos
Donna
Engelbert

Quantity of books

Cost

$5
15
25
35
45
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Price of
book <

545 L i 0 O e O s G O O O D s O . Engelbert

35
30 Price = $30
25 ! Carlos . Carlos’s

. producer

surplus

15 : : Betty's
: . . producer
: ——° Andrew’s  Surplus /
) : : producer
5 Andrew : : surplus
l l [ I

0 1 2 3 4 5 Quantity of books  4;
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Price of
wheat
(per bushel) S
55 Price = $5
Producer
surplus
i
0 1 million
Quantity of wheat (bushels)
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Price of
wheat

(per bushel) Increase in producer  Producer surplus
surplus to original gained by new S
sellers sellers

0 1 million —= 1.5 million
Quantity of wheat (bushels)
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Price
of book

Equilibrium

price —330

Consumer
surplus

Producer
surplus

AN
AYAY

1,000

Quantity of books
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Loss in consumer S
surplus if the book
is taken from Mia

and given to Bob
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Price
of book

$35
30

25

A\

™
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Loss in producer
surplus if Yvonne
is made to sell

the book instead
of Xavier

p -

1,000

Quantity of booksis



Price
of book

$35
30

25

AN

AN

-------------

-------------

Loss in total surplus
if fewer than 1,000
books transacted

-----------

Loss in total
surplus if
more than
1,000 books
transacted

D

1,000

Quantity of books
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Fall in consumer
surplus due to tax

~ PC
Excise p . .
e I LEEEEEEED
- Pp

Fall in producer
surplus due to tax

R

Qr Qe Quantity
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Deadweight loss

Excise
tax=T

D e~

Qr=—Q; Quantity y
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(b) Inelastic Demand
S Price S

(a) Elastic Demand
Price

Deadweight loss Ts
larger when demand
is elastic.

................

(| \\ tax=T ] :
......... Deadweight loss s
_ 3w, smaller when demand
EXEISQT /I e U e ; Is inelastic.
tax =
D
- | T
D
Quantity Quantity
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Excise
tox=T

(c) Elastic Supply

Deadweight loss is
larger when supply
1s elastic.
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Quantity

Price

(d) Inelastic Supply
§
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""""""""" Deadweight loss Ts
smaller when supply
1s inelastic.
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Quantity
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