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Numerical example



Relationship of Total and Marginal 
Utility

Total utility is the sum of all the marginal utilities 
that were added from the beginning.



Law of diminishing marginal utility



Consumer demand 

Assumptions: 

• Each consumer maximizes utility (which 
means that the consumer chooses the most 
preferred bundle of goods from what is 
available). 

• Consumers have a certain income and face 
given market prices for goods. 



Equimarginal principle

The fundamental condition of maximum 
satisfaction or utility is the equimarginal
principle:

• Consumer will achieve maximum satisfaction 
or utility when the marginal utility of the last 
dollar spent on a good is exactly the same as 
the marginal utility of the last dollar spent on 
any other good



Formula

The common marginal utility per dollar of all 
commodities in consumer equilibrium is called 
the marginal utility of income


















