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UTILITY 

Utility of a commodity  is defined its want-satisfying capacity.  

 Cardinal Utility Analysis 

Cardinal utility analysis assumes that level of utility can be expressed in numbers. It can be measure with the 

unit Utile. 

Total Utility(TU): Total utility of a  commodity  is the total satisfaction derived from consuming the given 

amount of the commodity. Consumption of More units of a commodity  provides more satisfaction to the 

consumer. Total Utility depends on the quantity of the commodity consumed. Therefore, TUn  refers to total 

utility derived from consuming n units of a commodity. 

Marginal Utility: Marginal utility (MU) is the change in total utility due to consumption of one additional unit 

of a commodity. In general, MUn = TUn – TU(n-1), here  n refers to the nth  unit of the commodity 

In other way we can say that Total utility the sum total of marginal utility. Total utility and marginal utility can 

also be related in the following way. 

                             TUn = MU1 + MU2 + … + MU(n-1) + MUn 

LAW OF DIMINISHING MARGINAL UTILITY 

               Law of Diminishing Marginal Utility states that marginal utility from consuming each additional unit 

of a commodity declines as its consumption increases, while keeping consumption of other commodities 

constant. The following table and diagram shows the law of diminishing marginal utility.  

             

 

 

 The above table and diagram show that the total utility increases but at a diminishing rate.  The marginal 

utility diminishes with increase in consumption of the commodity from 12 to 6, 6 to 4 and so on. This follows 

from the law of diminishing marginal utility. MU becomes zero at a level when TU remains constant. In the 

example, TU does not change at 5th unit of consumption and therefore MU = 0. Thereafter, TU starts falling 

and MU becomes negative. 

Ordinal Utility Analysis 

           Under this analysis the consumer cannot measure utility, but he can able to rank the utility obtained from 

the consumption of different bundles. We use Indifference curves to represent this. 

        

Units 
Total 

utility 

Marginal 

utility 

1 12 12 

2 18 6 

3 22 4 

4 24 2 

5 24 0 

6 22 -2 


