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WhatIsConsumerSurplus?

Consumersurplusisaneconomicmeasurementofconsumerbenefits.Aconsumersurplus

happenswhenthepricethatconsumerspayforaproductorserviceislessthantheprice

they'rewillingtopay.It'sameasureoftheadditionalbenefitthatconsumersreceivebecause

they'repayinglessforsomethingthanwhattheywerewillingtopay.

KEYTAKEAWAYS

Aconsumersurplushappenswhenthepriceconsumerspayforaproductorserviceisless

thanthepricethey'rewillingtopay.

Consumersurplusisbasedontheeconomictheoryofmarginalutility,whichistheadditional

satisfactionaconsumergainsfrom onemoreunitofagoodorservice.

Consumersurplusalwaysincreasesasthepriceofagoodfallsanddecreasesasthepriceofa

goodrises.

ConsumerSurplus

UnderstandingConsumerSurplus

Theconceptofconsumersurpluswasdevelopedin1844tomeasurethesocialbenefitsof

publicgoodssuchasnationalhighways,canals,andbridges.Ithasbeenanimportanttoolin

thefieldofwelfareeconomicsandtheformulationoftaxpoliciesbygovernments.

Consumersurplusisbasedontheeconomictheoryofmarginalutility,whichistheadditional

satisfactionaconsumergainsfrom onemoreunitofagoodorservice.Theutilityagoodor

serviceprovidesvariesfrom individualtoindividualbasedontheirpersonalpreference.



Typically,themoreofagoodorservicethatconsumershave,thelessthey'rewillingtospend

formoreofit,duetothediminishingmarginalutilityoradditionalbenefittheyreceive.A

consumersurplusoccurswhentheconsumeriswillingtopaymoreforagivenproductthanthe

currentmarketprice.

Important:Manyproducersareinfluencedbyconsumersurpluswhentheysettheirprices.

Continued......

By:EkataKumari

AssistantProfessor(Guestfaculty)

R.M.CSasaram,Rohtas

EmailI'd:bhardwajekata@gmail.com

Date:12/04/2021


