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Willingness to Pay and Consumer Surplus
	Willingness to pay refers to the maximum amount of money a consumer is ready to spend on a given product or service, (Anastacia, 2016). Below is an illustration of the concept, together with consumer surplus, demand, producer surplus, cost and willingness to sell.
Example
	Karen is a successful entrepreneur in automotive products and has currently re-evaluated the market status and the future to prefer electric vehicles over petroleum and diesel vehicles. A section of his company board of directors highly recommends for the change while others are not certain of the dynamics of a quick switch. To resolve the contradicting overviews, Karen being a rational CEO decides to sell all the petroleum and diesel vehicles. 
She welcomes shareholders who hold on the fossil fuel vehicles to purchase the assets, on the highest bidder terms, with her cost and willingness to sell, starting at $10 million. Due to the demand influenced by competition and desire to own the business, three potential buys bid on the assets as follows.
Table Illustrating Bidders and Their Amount in Millions
	Bidders
	Amount in Millions

	Joab
	$15

	Stacy
	$15.3

	Feliciano
	$17



Karen’s choice is entirely based on the highest bidder, the difference between willingness to sell and the price she actually gets is what she prefers. The difference is inclined as producer surplus and the highest bid should be the best deal, (Chappelow, 2019). In our case, Joab and Stacy drop their bids as Feliciano wins the bid due to the high producer surplus standing at $7 million. This earns Feliciano a consumer surplus of $0.3 million. Consumer surplus by definition is the consumer benefits being measure economically upon purchase, (Murphy, 2019). 
To illustrate consumer surplus even better, suppose Karen happen to have a similar automotive distribution company, and she is willing to sell the petroleum vehicles and diesel vehicles to the highest bidders starting at $10 million each. Assuming that the two branches are attracting independent demand interests, the branches get bidders as follows. 
Table Illustrating Bidders and Their Amount in Millions
	Bidders
	Amount in Millions

	Joab
	$15.3

	Stacy
	$15.5

	Feliciano
	$15.5



Stacy and Feliciano happen to close the bid for the branches, each at $15.5 million. Joab drops off the deal since his bid is slightly lower. Each of the bid winners holding a total of $11 million in producer surplus, receives a consumer surplus that equates their willingness to pay and minus the price. Assuming the consumer surplus for Stacy is $0.2 million while that of Feliciano is $0.35 million, the total consumer surplus is now $0.55 million in the market.
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