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Economy-wide Surplus in a PERFECTLY Competitive Market - NO Government Price Controls
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(height * base )/ 2 (height * base )/ 2
Helght. = ih prceminus low prce Helght. = ih priceminus low rce

= $40 - $20 = $20 - S0
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$40,000 +$ 40,000

Total Economy—wide Surplus $80,000
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Economy-wide Surplus with Price Floor when Government Purchases Unsold Product
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‘Consumers’ surplus with Price Floor
Formula for area of a triangle:

(height * base )/ 2

Height = high price minus low price
= s - 30

= s10

H
H

large quantity minus smaller quantity
= 200 - o
= 2,000

(height * base) / 2
($10 *2,00)/2
(20000 )/2
$10,000

Total Economy—wide Surplus

Producers’ surplus with Price Floor
Formula for area of a triangle:
(height * base )/ 2

Height = high price minus low price

Base

= large quantity minus smaller quantity

$30
$30

6,000
6,000

-0

0

(height * base) / 2
($30 *6,000)/2

(180,000
$90,000
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Cost to Government with Price Floor when
‘Government Purchases Unsold Product

How much does the government have to

spendin buying the amount left unsold?

# Unsold #supplied minus # sold
6000 - 2,000
4,000

CosttoGov't = price * #unsold
=530+ 4,000

= $120,000

= $10,000 +$ 90,000 - $ 120,000

= - $20,000





