
 

  Class XI, 2021-22 

Sub: Economics 

Part A- Introductory Microeconomics 

Name of the Chapter 1: Introduction 

                                         Chapter 2: Consumer’s Equilibrium 

 (40 mins per class) 

 

Cycle 4: 27th July 2021 to 13th Aug. 2021 

Week 1 

                                    Chapter 1 

Step 1  Study the following topic from the text book: 

• Introduction 

• What is an Economy 

• Vital Processes of the Economy 

• Why study Economics 

• Scarcity 

• Economic Problem 

• Meaning of Economics 

• Positive and Normative Economics 

• Microeconomics and macroeconomics 

 

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: 

Introduction 

a) An economist’s language which consist of the terms like demand, supply, 

market etc. 

b) It is the branch of knowledge in which those activities of human activities 

are studied which they undertake to acquire scarce means to satisfy their 

unlimited wants. 

c) Since many activities are going in and around us by many organizations 

and institutions, they are collectively known as economy. 

d) Such organizations enable people to earn money and also produce goods 

and services which people require for use. 

e) An economy is a system that provides people the means to work and 

earn a living. 

Vital processes of the Economy 

a) To provide living for the people, it is essential to undertake certain economic 

activities- Production, Consumption and Distribution. 



Why Study Economics 

a) Every activity is conducted for a certain reason 

b) Economics is studied because it enables us to understand the different 

aspects of the economy. 

c) But the main reason to study Economics is – SCARCITY. 

d) Economics is concerned with the selection of resources under the conditions 

of scarcity. 

Scarcity 

a) It refers to the limitation of supply in relation to demand. 

b) It is universal that is every organization, individual, economy faces this 

problem. 

c) It calls for economizing of resources- Making the optimum use of the 

resources. 

d) It is not the only problem. Apart from this the resources also have alternative 

uses. 

e) Whenever a resource is used for one purpose, other valuable uses will have 

to be rejected. So this gives rise to the problem of choice. 

Economics Problem 

a) An economic problem is basically a problem of choice involving satisfaction 

of unlimited wants out of the limited resources having alternative uses. 

b) The reasons are:  

Scarcity of resources 

Unlimited Human Wants 

Alternative uses 

Meaning of Economics 

a) Economics is a social science which studies the way a society chooses to use 

its limited resources, which have alternative uses, to produce goods and 

services and to distribute them among different groups of people. 

b) So it is all about making choices in the presence of scarcity.  

c) It aims to ensure that the resources are used in the best possible manner. 

Positive Economics and Normative Economics: 

a) Positive Economics studies the facts of life. It describes what was, what is 

and what will be under the given state of circumstances but do not pass any 

value judgments. 

b) Normative Economics tells us what ought to be. It tells us what desirable 

things that should be realized and what are undesirable things that should be 

avoided. 

Microeconomics and Macroeconomics 

a) Microeconomics deals with analysis of behavior and economic actions of 

small and individual units of the economy. e.g individual income, individual 

output, price of a commodity etc. 

b) Macroeconomics deals with study of the behavior of the aggregates of the 

economy as a whole. e.g national income, aggregate output, aggregate 

consumption etc. 



c) Both are interdependent to each other. The superiority of one over the other 

cannot be claimed. 

There is a need for a separate theory of Macroeconomics as microeconomics cannot 

study the aggregates of the economy as a whole. 

Step 4 Solve the following questions: 

1. Why do we study Economics? 

2. What is scarcity? Is this the only economic problem that a human being 

faces? 

3. What do you understand by Economic Problems? Explain the various 

reasons for such problems. 

4. What are the vital processes of an economy? To fulfill which objective these 

vital processes are undertaken? 

5. Define an Economy. 

6. Differentiate between resources and human wants.  

7. Distinguish between Microeconomics and Macroeconomics. 

8. Distinguish between positive Economics and Normative Economics. 

9. Define Economics. What is it all about? 

 

Week 2 

Step 1  Study the following topic from the text book: 

Chapter 2 

• Introduction 

• Cardinal Utility Approach 

• Concept of Utility 

• How to measure utility 

• One more way to measure utility (in monetary terms) 

• Total Utility 

• Marginal Utility 

• Relationship between TU and MU 

• Law of Diminishing MU 

• Assumptions of DMU 

• Diagrammatic Representation of DMU 

• Consumer’s Equilibrium. 

 

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: 

Introduction 

a) A consumer is one who buys goods and services for satisfaction of wants. 

b) The main objective is maximum satisfaction 

c) As the resources are limited the consumer has to follow certain rules and 

regulations. 



d) The two main approaches to study consumer’s behavior and equilibrium 

is- Cardinal Utility Analysis and Ordinal Utility Analysis. 

Cardinal Utility Approach- 

a) People consume different commodities to satisfy their wants. 

b) To do this it is necessary to find quantum of satisfaction. 

c) In this approach, concept of utility is utility is used. 

Concept of Utility 

a) Utility is the want satisfying quality of a commodity. 

b) It differs from person to person, time to time and place to place. 

How to measure Utility 

a) According to classical economists, utility can be measured just like height 

and weight. Measured in cardinal terms. 

b) As there is no standard unit of measurement we can measure it in terms of 

imaginary measure called UTILS. 

One more way to measure Utility: 

a) Utils cannot be taken as a standard unit for measurement as it will vary. 

b) So it must be measured in monetary terms. 

c) So utility can be measured in monetary terms as the consumer is willing to 

pay. 

Total Utility 

a) TU refers to the total satisfaction obtained from the consumption of all 

possible units of a commodity. 

b) TUn= U1+ U2+ U3+………+Un 

Marginal Utility 

a) It is obtained from consumption of one more unit of the given commodity. 

b) It is the utility derived from the last unit of consumption. 

c) MUn=TUn-TUn-1 

d) MU=
𝐶ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑇𝑜𝑡𝑎𝑙 𝑈𝑡𝑖𝑙𝑖𝑡𝑦

𝐶ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑁𝑢𝑚𝑏𝑒𝑟𝑜𝑓 𝑈𝑛𝑖𝑡𝑠
=

∆𝑇𝑈

∆𝑄
 

e) Total Utility can be calculated as the summation of marginal utilities. 

Law of Diminishing Marginal Utility 

a) It states that as we consume more and more units of a commodity, the utility 

derived from each additional unit goes on decreasing. 

b) This law was first given by H.H. Gossen. That is why it is also known as 

Gossen’s first law of consumption. 

c) This law expresses a good relationship between utility and quantity 

consumed of a commodity. 

Assumptions of DMU: 

a) Cardinal Measurement of Utility 

b) Monetary measurement of utility 

c) Consumption of reasonable quantity 

d) Continuous consumption 

e) No change in Quality 

f) Rational Consumer 

g) Independent Utilities 



h) MU of Money remains constant 

i) Perfect Knowledge 

Consumer’s Equilibrium 

a) Equilibrium means a state of rest or balance. 

b) It provides the maximum benefit to the consumer under a given situation. 

c)  It refers to that situation when a consumer is having maximum satisfaction 

with limited income and has no tendency to change his way of existing 

expenditure. 

d) Consumer equilibrium can be discussed  under two different situations: 

- Consumer spends his entire income for a single commodity 

- Consumer spends his income for two commodities. 

Consumer equilibrium for a single commodity 

a) Law of DMU is used to explain this so all the assumptions are taken as 

assumptions of this. 

b) A consumer purchasing a single commodity will be at equilibrium when he 

is buying such a quantity of that commodity which gives him maximum 

satisfaction. 

Equilibrium Condition 

a) Marginal Utility (Mux) is equal to Price (Px) paid for the commodity: i.e. 

MUx = Px 

• If MUx>Px, then consumer is not in equilibrium and he goes on 

buying. When he buys more the MU falls due to law of DMU and 

again MUx = Px. 

• If MUx<Px, then the consumer reduces the consumption and MU 

increases and equilibrium is re-established. 

b) We can also determine consumer’s equilibrium with the help of a schedule 

and diagram. 

 

Step 4 Solve the following questions: 
Chapter 2 

1. Define Utility. 

2. Define Total Utility and Marginal Utility. 

3. What happens to MU when TU is maximum? 

4. Explain the various points of relationship between MU and TU. 

5. What are the two approaches to determine consumer’s equilibrium? 

6. A person’s TU schedule is given. Derive MU. 

Units 0 1 2 3 4 5 

TU 0 12 21 29 32 30 
 

7. Explain the various points of relationship between Marginal Utility and Total 

Utility with the help of a schedule and diagram. 

8. What is the law of Diminishing MU? Give a numerical example. 

9. Explain Consumer’s equilibrium, in case of a single commodity, with the 

help of utility schedule. 



10. Suppose price of a commodity ‘x’ is given as Rs.5 and the MU (in terms of 

money) for 4 units is given as: 

Units 1 2 3 4 

MUx(in Rs) 12 9 5 3 

 

 

  

 


