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With first-degree, or perfect, discrimination, each unit is sold at its reservation price, so
that every consumer is milked of the largest outlay he or she would be willing to commit
for the good in question and still consider its purchase worthwhile. In other words, the
perfect discriminator leaves no consumers’ surplus, but appropriates it all as producer’s
surplus[Scherer and Ross(1990, pp. 489-490)].
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Perfect price discrimination describes a situation in which the monopolist knows exactly
the willingness to pay of each customer and can charge each customer a different price.
In this case, the monopolist charges each customer exactly his willingness to pay, and the
monopolist gets the entire surplus in every transaction.
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