
 

Class XI 

Sub: Economics 

Part A- Introductory Microeconomics 

Name of the chapter 1: Consumer’s Equilibrium 

(35 mins per class) 

Week 14:10th Aug. to 15th Aug. 

DAY 1-3 

Step 1  Study the following topic from the text book: 

• Ordinal Utility Approach (Indifference curve approach) 

• Meaning of Indifference Curve 

• Monotonic Preferences 

• Indifference Map 

• Marginal Rate of Substitution 

• Assumptions of Indifference Curve 

• Properties of Indifference Curve 

 

Step 2 If you have any doubts clear them with your subject teacher(please check name 

and number of the subject teacher from the school website) 

Step 3 Revise using the following bullet points 

Ordinal Utility Approach (Indifference curve approach) 

a) Real elaboration is made by J. R.  Hicks and R.G.D. Allen, popularly 

known as Hicks and Allen. 

b) Modern economists does not use cardinal values like 1,2,3,4 etc. Rather it 

makes use of ordinal numbers like 1st, 2nd,3rd etc. which can only be used 

for ranking. 

c) Such a method of ranking is known as Ordinal Utility Approach which is 

expressed in ranks. 

Meaning of Indifference Curve 

a) Indifference curve refers to the graphical representation of various 

alternative combinations of bundles of two goods among which the 

consumer is indifferent. 

Monotonic Preferences 

a) Monotonic Preference means that a rational consumer always prefers more 

of a commodity it offers him a higher level of satisfaction. 

Indifference Map: 

a) Indifference map refers to the family of indifference curves that represent 

consumer preference over all the bundles of the two goods. 

b) Higher indifference curve means higher level of satisfaction. 

Marginal Rate of Substitution 

a) MRS refers to the rate at which the commodities can be substituted with 

each other so that total satisfaction of the consumer remains the same. 

b) MRSab= ∆B/∆A 

c) MRS measures the slope of indifference curve. 



d) MRS falls because of diminishing MU. 

Assumptions of Indifference curve: 

a) Two commodities 

b) Non Satiety 

c) Ordinal Utility 

d) Diminishing MRS 

e) Rational Consumer 

Properties of indifference curve: 

a) Indifference curves are always convex to the origin. 

b) Indifference curve slopes downwards 

c) Higher Indifference curve means higher level of satisfaction. 

d) Indifference curves can never intersect with each other. 

Step 4 Solve the following questions: 

1. State true false with reason: 

a) The bundles of budget set lie either on or below the budget line. 

b) Two indifference curves intersect with each other when they represent 

the same level of satisfaction. 

c) The slope of indifference curve is different at different points of the 

indifference curve. 

2. Define the MRS. Explain why is an indifference curve convex? 

3. What are monotonic preferences? Explain why an indifference curve to 

the right shows a higher level of satisfaction.  

4. Define the terms  

a) Indifference Curve 

b) Indifference Map 

c) MRS 

  

 Day 4-5 

Step 1    Study the following topic from the text book: 

• Budget Line 

• Budget Set 

• Diagrammatic presentation  

• Slope of Budget Line 

• Price Ratio or Marginal Rate of Exchange 

• Properties of Budget Line 

• Shift in Budget Line 

• Consumer’s Equilibrium by indifference curve Analysis 

Step 2 If you have any doubts clear them with your subject teacher(please check name 

and number of the subject teacher from the school website) 

Step 3 Revise using the following bullet points: 

Budget Line 

a) Budget line is a graphical representation of all possible combinations of two 

goods which can be purchased with a given income and prices, such as the 

cost of each of these combinations is equal to the money income of the 

consumer. 

b) It is also known as Price Line. 

Budget Set: 



a) It is the set of all possible combinations of the two goods which a consumer 

can afford given his income and prices in the market. 

b) Budget set includes all the possible bundles which cost less than or equal to 

consumer’s money income at given prices. But budget line represents all the 

bundles that the consumer can purchase by spending his entire income at 

given prices. 

Diagrammatic Presentation: 

a) The budget line slopes downward as the consumer increases the 

consumption of one commodity he has to reduce the consumption of the 

other commodity as he has limited income. 

b) The budget line can be expressed  as an equation: 

M= Pa.Qa+Pb.Qb 

Slope of Budget Line: 

a) The slope of budget line is the number of units of one commodity that the 

consumer is willing to sacrifice for an additional unit of another commodity. 

b) The slope of budget line is equal to ‘Price Ratio’ of two goods. 

c) Price ratio is the price of the good on the horizontal axis or X axis divided by 

the price of the good on the vertical axis. 

Properties of Budget Line: 

a) It is downward sloping. 

b) It is a straight line. 

Shift in Budget Line: 

a) Effect of change in the income of the consumer- When income increases the 

budget line shift upward and vice versa. 

b) Effect of change in prices- When the prices of both the goods changes the 

budget line will shift upward or downward. When the price of commodity on 

the X-axis changes the new budget line meets the Y-axis at the same point 

but will touch X-axis to a different point. When the price of commodity on 

the Y-axis changes the new budget line meets the X-axis at the same point 

but will touch X-axis to a different point. 

Consumer’s Equilibrium: 

a) A situation when consumer gets maximum satisfaction with no intention to 

change it with given prices and income. 

b) Conditions: 

- MRSxy=Px/Py 

- MRS continuously falls. 

c) The point of equilibrium will be reached when the indifference curve is 

tangent to a budget line. 

Step 4 Solve the following questions: 

1. What is Budget Set? Explain what can change in Budget Set. 

2. Explain the conditions of Consumer’s equilibrium with indifference curve. 

Also explain the rationale behind it. 

3. Explain the distinction between the slope of budget line and budget set. 

4. What is indifference curve? Explain its properties. 

5. What are monotonic preferences? Explain why an indifference curve is 

downward sloping and convex. 

  



 

 

 

 


