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Minutes of telephone time per day

the seventh one, for which his surplus is exactly zero. That is, Alexander comes
out neither behind nor ahead on lus purchase of the seventh unit. Note that if
Alcxander purchased an eighth minute, the associared surplus would be nega-
tive—the price {8 cents) would exceed the marginal value {7 cemis). This is an-
other way of stating what we knew already—it is not in Alexander’s terest to
purchase more than seven minutes of telephone ume when the price 15 8 cents
per mnure,

What is the total amount of surplus thar Alexander obtains by being able to
purchase seven minutes of telephone time at a price of 8 cents per minute? The
total surplus is just the sum of the surplus obuined on cach minute purchased,
or the stum of shaded arcas M+ N + O + '+ Q + R, which is S1.06. Morc
generally, the constmer surplus associated with the ability te purchase as maiy units
of & coirmodity as you wawnt at the gotng price iy the gvee under the demand cuvve
and above the going price. The shaded area in Figure 4,11, for example, is the
consunier surplus when the price of sugar is p,.

To firm up vour intuition about consumer surplus, consider the following
sitnation. To gain access to the telephone system, vou have to pay a monthly fee.
Once you have paid this fee, you can buy as many minutes of phone service as
you want at the going price. What is the largest access fee vou would pay, rather



