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change in total utility

Marginal utility = change in quantity
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Law of Diminishing Marginal Utility
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Indifference curve

From the indifference curves, we

Each indifference curve below sh;aws that: A=B,C=D

all the baskets of a given utility level.
Consumers are indifferent between C }A & C } B,

baskets along the same curve. DtA & D tB
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Indifference curve
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Indifference Curves
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Indifterence Curve Analvsis

Indifference Curve

m S ocinve that defines the
coat biriati ons of 2 or more goods
thiat =i~ve a consiuner thhe sam e
lemrel of satisfacticon

MhMarginal Rate of
Substitution

m The rate at which a consen eris
willinng to substibate one good For
atwother atid stay at the same
satisfach on lesrel.
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Combination Oranges’  Apples’ Substitution
quantities quantities

1 20 1

2 15 2 20-15 5
——=-=5

2-1 1

3 11 3 15-11 4
—=-=

3-2 1

4 ; 4 11-8 3
—=-=3

4-3 1

5 b 5 8—6 2
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II- Price, Quantity and Demand

|I-1- Price and Quantity
|I-2- Law of Law of Demand
|I-3- Assumptions of Law of Demand
|I-4- Demand Curve
|I-5- Changes in Income
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Basic Assumptions of Law of Demand

1. No Change in the Income. i

2 No Change in 51::-5 and Composition ﬂfPﬂpul.ﬂtmg
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3. Mo Change in Prices of Related Goods. i

4. No Change in Consumer's Taste, Preference, etc.
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percentage change in
quantity demanded

percentage change
in price

Price elasticity (E)=
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