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We begin with the simple model of a single commodity ‘X’.
The utility function of the consumer may be written as

U = f(q„)

Where utility is measured in monetary units. If the consumer
purchases q  units of the commodity, his expenditure is p  q
for p  price of this commodity.
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Since the consumer seeks to maximise the difference
between his utility and expenditure (U – p  q ), so the
necessary condition for equilibrium requires to make partial
derivative of the function with respect to q  equal to zero. We
have

Thus, the consumer is in equilibrium, when the marginal utility
of commodity ‘X’ is equal to the price of this commodity. To
derive equilibrium condition for a consumer consuming ‘n’
commodities, we first obtain the result in case of two goods X,
and X  only. Let U = f(x , x ) be the utility function. Further, the
consumer has a fixed income or budget ‘M’. He spends the
entire budget and purchases x, and x  units of the commodity.
The budget equation is
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 = P    P  

Since utility (U) is to be maximised, subject to budget
constraint (M), the net utility of the consumer will be

N = Utility as given in the utility function – Loss of utility on
account of money spent to purchase the two goods

= Utility – (Marginal Utility of Money x Expenditure)

ADVERTISEMENTS:

= U – λ M

= f(x , x ) – X (p  x  + p  x ) … (4.3)

The first condition for utility maximisation requires
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The above two equations can also be obtained by equating
first partial derivative of the Langrangian expression

The second order (sufficiency) condition is given by the law of
diminishing marginal utility. The second order condition is
satisfied, so long as the marginal utility curves for both goods
are downward sloping. Symbolically,

Taken across all goods, this gives the general version of the
law of equimarginal utility. This law states that the consumer
equalizes the ratio of marginal utilities with the ratio of
corresponding prices for each pair of goods consumed. Thus,
we have

‘λ’ represents the common ratio of marginal utility of money or
the marginal utility of income or the gain in total utility from the
expenditure of a marginal unit of money. When a consumer
consumes many commodities, expenditure on a single
commodity represents only a small part of his total
expenditure. Any ordinary change in its price will result in only
a small change in the purchasing power.

Home ››

Short Essay on Woman

Read Next Story

http://www.shareyouressays.com/wp-content/uploads/hindi/Mathematical-Treatment-of-Consumer-Equil_79C4/clip_image006.jpg
http://www.shareyouressays.com/wp-content/uploads/hindi/Mathematical-Treatment-of-Consumer-Equil_79C4/clip_image008.jpg
http://www.shareyouressays.com/wp-content/uploads/hindi/Mathematical-Treatment-of-Consumer-Equil_79C4/clip_image010.jpg
http://www.shareyouressays.com/wp-content/uploads/hindi/Mathematical-Treatment-of-Consumer-Equil_79C4/clip_image012.jpg
http://www.shareyouressays.com/
http://www.shareyouressays.com/essays/short-essay-on-woman/84364


9/18/2019 Mathematical Treatment of Consumer Equilibrium – Explained!

www.shareyouressays.com/knowledge/mathematical-treatment-of-consumer-equilibrium-explained/115717 5/8

Related Essays:
1. What are the Two Different Types of Consumer Surplus?

– Explained!
2. Useful Notes on Consumer’s Equilibrium
3. What do you mean by Consumer’s Equilibrium in

Economic Sense?
4. What is the Law of Equi Marginal Utility? (Consumer

Equilibrium)
5. 2 Important Conditions that must be satisfied for

Consumer Equilibrium
6. Useful Notes on Consumer’s Equilibrium in Both One and

Two Commodity World

You May Like by TaboolaPromoted Links

TopGentlemen.com

Health & Human Research

Health & Human Research

Food Prevent

Relocation Target

Essay on the Duties of a Student

Father And Son Take Same Photo For 25 Years! The
Last One is Heartbreaking!

7 Natural Pain Relief Techniques That Really Work

Here's Why You Should Never Touch Another Apple

Improve Your Eyesight: 5 Top Foods to Eat

7 Best Cruise Deals You Dont Want to Miss in Iraq

5 Major Components of a CurriculumShort Essay on Woman

Read Next Story

http://www.shareyouressays.com/knowledge/what-are-the-two-different-types-of-consumer-surplus-explained/115682
http://www.shareyouressays.com/knowledge/useful-notes-on-consumers-equilibrium/114211
http://www.shareyouressays.com/knowledge/what-do-you-mean-by-consumers-equilibrium-in-economic-sense/116775
http://www.shareyouressays.com/knowledge/what-is-the-law-of-equi-marginal-utility-consumer-equilibrium/115716
http://www.shareyouressays.com/knowledge/2-important-conditions-that-must-be-satisfied-for-consumer-equilibrium/115702
http://www.shareyouressays.com/knowledge/useful-notes-on-consumers-equilibrium-in-both-one-and-two-commodity-world/116776
http://popup.taboola.com/en/?template=colorbox&utm_source=rbindiaservices-shareyouressays&utm_medium=referral&utm_content=thumbnails-a:Below%20Article%20Thumbnails:
http://popup.taboola.com/en/?template=colorbox&utm_source=rbindiaservices-shareyouressays&utm_medium=referral&utm_content=thumbnails-a:Below%20Article%20Thumbnails:
http://www.topgentlemen.com/father-son-take-picture-26-years/?utm_source=taboola&utm_term=rbindiaservices-shareyouressays_1031677&utm_content=34865985&utm_medium=referral&utm_campaign=Father-WW-DTM-TG-TB
http://hhdresearch.org/7-natural-pain-relief/?utm_source=rbindiaservices-shareyouressays&utm_medium=taboola&utm_campaign=412_8all_hdd_7painrelief_world&utm_content=225040635
http://hhdresearch.org/you-never-eat-another-apple/?utm_source=rbindiaservices-shareyouressays&utm_medium=taboola&utm_campaign=264_hhd_nevereatapples_world&utm_content=165235509
http://www.foodprevent.com/foods-to-boost-your-eye-health/?utm_source=rbindiaservices-shareyouressays&utm_medium=taboola&utm_campaign=189_FP_Eyes_t4_all&utm_content=125962647
http://www.relocationtarget.com/7-affordable-cruises/?utm_source=rbindiaservices-shareyouressays&utm_medium=taboola&utm_campaign=440_relo_affordablecruise_world&utm_content=249491192
http://www.shareyouressays.com/knowledge/5-major-components-of-a-curriculum/100348
http://www.shareyouressays.com/essays/essay-on-the-duties-of-a-student/83904
http://www.shareyouressays.com/essays/short-essay-on-woman/84364


9/18/2019 Mathematical Treatment of Consumer Equilibrium – Explained!

www.shareyouressays.com/knowledge/mathematical-treatment-of-consumer-equilibrium-explained/115717 6/8

Welcome to
Shareyouressays.com! Our
mission is to provide an
online platform to help
students to discuss
anything and everything
about Essay. This website
includes study notes,
research papers, essays,
articles and other allied
information submitted by
visitors like YOU.

Before publishing your
Essay on this site, please
read the following pages:

1. Content Guidelines
2. Privacy Policy
3. TOS
4. Disclaimer Copyright

Publish Your
Essay

Short Essay on Woman

Short Essay on Woman

Read Next Story

http://www.shareyouressays.com/
http://www.shareyouressays.com/content-quality-guidelines
http://www.shareyouressays.com/privacy-policy
http://www.shareyouressays.com/terms-of-service
http://www.shareyouressays.com/disclaimer
http://www.shareyouressays.com/publish-your-articles
http://www.shareyouressays.com/essays/essay-on-the-duties-of-a-student/83904
http://www.shareyouressays.com/essays/short-essay-on-woman/84364
http://www.shareyouressays.com/essays/short-essay-on-woman/84364


9/18/2019 Mathematical Treatment of Consumer Equilibrium – Explained!

www.shareyouressays.com/knowledge/mathematical-treatment-of-consumer-equilibrium-explained/115717 7/8

Essay on Malaria

Essay on Lok Sabha
Election 2019

Essay on Indian General
Election 2019

Essay on Water Pollution

Essay on Leadership:
Introduction, Functions,
Types, Features and
Importance

ABOUT US

 Publish
Your
Articles

 Content
Quality
Guidelines

 Privacy
Policy

 Terms of
Service


Disclaimer

SUGGESTIO
NS

Report
Spelling and
Grammatica
l Errors

LATEST

Short Essay on Woman

Read Next Story

http://www.shareyouressays.com/essays/essay-on-malaria/140114
http://www.shareyouressays.com/essays/lok-sabha-election-essay/140107
http://www.shareyouressays.com/essays/indian-general-election-2019-essay/140106
http://www.shareyouressays.com/essays/water-pollution/essay-on-water-pollution/140104
http://www.shareyouressays.com/essays/leadership/essay-on-leadership-introduction-functions-types-features-and-importance-psychology/140102
http://www.shareyouressays.com/publish-your-articles
http://www.shareyouressays.com/content-quality-guidelines
http://www.shareyouressays.com/privacy-policy
http://www.shareyouressays.com/terms-of-service
http://www.shareyouressays.com/disclaimer
http://www.shareyouressays.com/contact
http://www.shareyouressays.com/essays/short-essay-on-woman/84364


9/18/2019 Mathematical Treatment of Consumer Equilibrium – Explained!

www.shareyouressays.com/knowledge/mathematical-treatment-of-consumer-equilibrium-explained/115717 8/8

Suggest Us

Short Essay on Woman

Read Next Story

http://www.shareyouressays.com/contact
http://www.shareyouressays.com/essays/short-essay-on-woman/84364

