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Three assumptions about the
preferences of the typical consumer:

1. Completeness. Consumer is indifferent
between two options when both are equally

satisfactory.

Akcioma ropieHsinbHocmi: JliognHa 3gatHa 3 ABox Habopie Gnar
Bubpatm ana cebe npueabnueiwmin Habip abo BkasaTM Ha
€KBiBaNEeHTHICTb 3 ii TOYKM 30py

X>Y, Y>X X~Y

2. Transitivity. A consumer can rank (in order of
preference) all market baskets.

Akcioma mpaH3umugHocmi: Cnoxveay Moxe paHxysaTtn (y nopsaky
nepeBsaru) yci pUHKOBI KOLLVKM.

If X>Y)
} > then X>Z
andY>Z/ 3

"
Three assumptions about the
preferences of the typical consumer:

3. More is better. Consumer prefers more of any
goods to less.

m Economic “goods” are commodities of which
more is better than less.
X (Ai)= (X1, ... Xi, Xi+Ai, Xi+1 , ... Xn ), Ai>0
m Economic “bads” are commodities of which less
is preferred to more over all possible ranges of
consumption.
X>X(Ai)= (X1, .. Xi, Xi+Ai, Xi+1 ,...Xn )

AkciomMa MOHOMOHHOCMI: CNOXMBaY SK NPaBUO Hada€e BULLMA paHT TOMY

Habopy 6nar, skuii MicTUTb BinbLUy X KINbKICTb .




Indifference curve

r

m a diagram that Y
plots all the market
baskets thatthe  v,[--\a
consumer views as Y.,, o= U, X)=oomst
being equally iC
satisfactory Ye
0 :x,\x]:; x(, > X

Kpuea 6atidyxocmi — ue niHis piBHOI KOPMUCHOCTI, KOXXHa TOYKa SIKOH
OEeMOHCTpye KombiHauito HabopiB Gnar, wo 3abesnevyoTb CrnoXxuBady
O[JHaKOBWI piBEHb 3a40BOMIEHHS CBOI NOTPed TOBTO CTany KOPUCHICTb.

Indifference map

m a set of Y
indifference curves
that shows the
consumer’s entire
preference ranking UUs
U, ’
0 > X

lMoeepxHs1 6alidy)xocmi — Le MHOXMHA EeKBiBaneHTHUX 3
nornsgy neBHOro cnoxueada Habopis 6nar.
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Properties of indifference curves:

1. Bundles on indifference curves farther from the
origin are preferred to those on indifference
curves closer to the origin.

2. There is an indifference curves thorough every
possible bundle.

Indifference curves cannot cross.
Indifference curves slope down.

BnacTtnBocTi KpuBux 0anmay>KocCTi:

1.KpuBi GanigyxocTi, Lo nexaTtb Ha GinbLii BiACTaHi Big noyaTKy KOOpAUWHAT,
XapakTepuayoTb Habopu ToBapiB, L0 MarTb BULLMIA PiBEHb KOPUCHOCTI, @ OTXe
€ 6inbL NpuBabnMBMMU ANs CNoXuBaYa.

2.KpuBi 6angyxocti moxHa nobyaysaTtu ans ycix Habopis onar.

3.KpuBi 6angyxocTi He nepeTuMHalTbCS.

4 KpuBi 6aifyx0oCTi € MOHOTOHHO cCnagHUMu yHKUiaMKU (o6 matu Ginblie
opHoro 6nara Tpe6a 3pe3nrHyBaTti 3 iHLIOro) 7

g
Marginal Rate of Substitution
(MRS) ¥

A
® a maximum amount

of one good a
consumer will Y
sacrifice to obtain one
more unit of other Yp
good
MRS, =AY/ AX
MRS, < 0

paHu4YHa HopaM 3amiuleHHs1 oqHoro onara iHWKUM — e obcsar 3miHu
CMOXMBAHHS OCTaHHbLOrO, SIKMN KOMMEHCYE 3 TOYKM 30pYy Cnoxusada
3MiHY CMOXWBaHHS NepLioro 6rara Ha OgUHULILO.
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Diminishing MRS
m a consumer's willingness to give up less and less of

some other good to obtain still more and more of the
first good

m the indifference curve's slope measures the
consumer's MRS between goods

m the slope of indifference curve become flatter as we
move down the curve

CnagHa rpaHn4Ha Hopma 3aMiLLLEeHHS

B T[OTOBHICTb CMOXWBa4da BCE MeHLUe i MeHLLe BiAMOBMATUCS Bif SIKOrOCb
iHWworo 6nara, wob oTpumaTty Bce GinbLue i 6inblie nepworo 6nara

®m  Haxun kpusoi 6angyxocTi Bumiptoe MRS cnoxuneaya mixx ToBapamu

® Haxun KpuBoi GanpyXocTi ctae Oinbll Nonorum, KoM My pyxaemocs
BHM3 NO KPUBIK
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Perfect Substitutes and Complements

|aeanbHi ToBapu-3aMiHHUKN Ta B3AEMOOMOBHIOKOMI
TOBapU

m Perfect Substitutes: goods r
that a consumer is completely
indifferent as to which to
consume

®m TOBapwW, CTOCOBHO SIKUX CMOXMUBaYeBi "X
abcontoTHO Bangyxe KM i3 HUX
CnoXuBaTtu

v
m Perfect Complements: goods
that a consumer is interested in U,
consuming only simultaneously U,

m TOBapwu, siki CNoXuBay 3aLikaBneHun U,
CMOXWUBATMU NULLIE OAHOYACHO X

10
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Utility
m a measure of pleasure or satisfaction

m a numerical value that reflects the relative
ranking of various bundles of goods

Utility function

m the relationship between this utility measure and
every possible bundle of goods

U=f(X,Y)

KopucHicmb — Le cy0’eKTMBHA LiHHICTb MEBHOIO TOBapy AN CNoXuBaya y
NeBHUA MOMEHT 4Yacy. Lle uucrnoBe 3HayeHHs, WO BigoOpaxae BigHOCHe
paHXyBaHHS pi3HUX rpyn ToBapis

QDyHKUis1 KOpucHOCmMi - 3anexHiCTb pPiBHA KOPUCHOCTI MiX BciMa

MOXINMNBUMU Haroopamn onar 11

" JE
Total Utility
m assuming that it is measurable, the total satisfaction

a consumer receives from a given level of

consumption

m CyKynHa KOpucHicmb, SKLLO NPUMYCTUTK, WO ii MOXHA BUMIPSITU, TO Lie
3aranbHe 3a0BOSIEHHS, ke OTPUMMYE CMOoXMBaY Bi [AHOro piBHSA
CMOXMBaHHS

Marginal Utility
m the amount by which total utility rises when

consumption increases by one unit
m [ paHUYHa KOPUCHIiCMb — Lie 0OOAaTKOBa KOPUCHICTb (abo npupicT
3a[10BOJIEHHST), LLIO OTPMMYE CMOXMBaY Bif OOHIEi 4OOATKOBOI OOWHL
NeBHOI NPOAYKLT.
MU=Ux+a)-Ux) MUy=0f(X1)
A AX 12




O
Diminishing Marginal Utility

m the assumption that as more of a given
good is consumed, the marginal utility
associated with the consumption of
additional units tends to decline, other
things equal

m  3aKoH cnadHoi 2paHUYHOI KOPUCHOCMI Nonsarae y nagiHHi
(3MEHLUEHHI) rpaHMYHOT KOPUCHOCTI MO Mipi NpuAGaHHA CnoXnBayem
O0LaTKOBUX OAMHULIb MEBHOIO MPOAYKTY.

13

O
Marginal Utility and Marginal Rate
of Substitution

m Suppose that we reduce your consumption of X by AX
units. This reduces your utility by the amount MU, *X

m Suppose that we increase your consumption of Y by AY
units. This increases your utility by the amount MU,*Y

m Suppose to leave you just as happy as you were before
the changes in your consumption

AY = MUy MRSy y= MUy / MUy
AX MUy

14




O
[ [paHN4YHa KOPUCHICTb | rpaHn4Ha
HOpMa 3aMilLeHHS

m [lepenbavae, WO NpU 3MEHLWIEHHI CnoXuBaHHA 6nara X
Ha AX oguHUUb, 3MEHLWLYETbCA OBCAr KOPUCHOCTI Big,
noro cnoxueaHHa Ha BenuunHy MU, *X

m [lepenbavae, wo npu 36iNbLUEHHI cnoXxMBaHHA Gnara Y
Ha AY oauHuub, 36inblyeTbca 06CAr KOPUCHOCTI Big,
Moro cnoxueaHHa Ha Benuuuny MU,*Y

m [lepegbayae, 3anuWMTU CNOXUBa4a Ha TOMYy CamoOMy
piBHI 3a10BOMNEHHSA, 5K BiH ByB 4O 3MiHW Y CNOXUBAHHI

AY = MUy MRSy y = MUy / MUy
AX MUy

15

Budget Constraint

m the way in which a consumer’s income
and the prices that must be paid for
various goods limit choices

Px'X + Py'y=l

BrodxxemHe o6MexeHHs1 — Ue NOedHaHHA  [Ooxoay
CcrnoXuBaya Ta LiH, siki HeobXxigHO 3annaTtuTu 3a pi3Hi ToBapw,
LLIO OBMEXYHOTb Noro Bunbip

16
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Budget Line

m a line that shows the
combinations of
goods that can be Y.
purchased at the
specified prices and v,
assuming that all of
the consumer income
is expanded

YJL

[/ Py

BrodxkemHa niHis1 — Le NiHis, KOXXHA TOYHa sIKOi XapakTepusye Yyci
Taki Habopu ToBapiB, Ha NpuabaHHA SKMX 3a NEBHUMMMU LiHAMU
CMNOXunBaYy NOBHICTIO BUTPaAYae CBin 4oxo4,.

17
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Effect of an Income Change on the
Budget Line

m a change in income y 4
when product prices
remain unchanged
results in a parallel ‘
shift in the budget line

A\ J

Bnnue 3miHu doxody Ha 6r00)XemHy JiHito - 3MiHa goxoay, Komnu
LiHW Ha NpoayKUito 3anuwarTbCa HEe3MiHHUMU, NPU3BOAUTbL 00
napanenbHOro 3MilLleHHs 6Io4KETHOT NiHiT

18
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Effect of a Price Change on the
Budget Line

m a change in the price  ya
of one good, with
income and the other
good’s price
remaining
unchanged, causes
the budget line to
rotate about one of
the intercepts

><‘F

Bnsue 3miHu yiHu Ha 6r00KemHy JliHito - 3MiHa LiiHW ogHOro ToBapy,
Konnm goxod i uiHa iHWOro ToBapy 3anuwiarTbCs HEe3MiHHUMMU,

nNpu3BoaAUTb 40 3MiH KyTa Haxuny GroaKeTHOI NiHii 40 BiANOBIAHOI OCi.
19

= JEE
The Consumer’s Choice

m Indifference curves represent the consumer’s
preferences toward various market baskets;

m The budget line chows what market baskets the
consumer can afford;

m Putting these pieces together, we can determine
what market basket the consumer will actually
choose.

NMepeaymoBwu piBHOBaru crnoxuBaya:

+ Kpusi Gangyxocrti BigobpaxatTb ynogobaHHs cnoxuBada LoAo
pisHMX Habopie 6nar (Modesnb baxxaHo20);

+ bBrogkeTHa niHis Bu3Hayae, ski Habopwu Gnar mMoxe O03BONUTY
cobi cnoxuead (Modesib MOXITUBO20 );

* [loegHaBw Ui MOgeni pasomM, M1 MOXEMO BU3HAYUTU, KU HABIp

6nar Hacnpaegi obepe pauioHanbHU CNOoXMBaY.
20

10
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The Consumer’s Choice

m The optimal bundle must be ! 4
on the budget line.

m Bundles that lie on
indifference curves above
the constraint are not in the
opportunity set. Y

m Any bundle inside the
constraint would fail to

exhaust income and are X;

less desirable.

+  OnTumanbHuin Habip NoBUHEH ByTn Ha BrOAXKETHIN NiHii.

+ Habopu, ski nexatb Ha KpvBUX GanmgyxocTi Bue OHOXETHOrO
0bOMeXeHHS, He BXOOATb Y Habip MOXNMBOCTEN.

» Byab-sikmii Habip 6nar BcepeanHi 61ofKeTHOro 06MeXeHHs paLioHansHo
He BUYeprnye BECb A0X0[ i € MEHLU GaXkaHUM. 21

e ¥

= JEE
The Consumer’s Choice

m The market basket the Y,
consumer will choose is
shown by point E, where
the budget line is tangent
(has the same slope as)
an indifference curve. YE

m This point is called
consumer’s optimum
(equilibrium)

*“’

» Habip 6nar, skuii Bubepe pauioHansHMI cnoxusad, Bignosigae toyui E,
B AKin BlompKkeTHa NiHia € JOTMYHOK A0 KpmBOi BangyxocTi (Mae Takui
Xe Haxun).

* Lls Touka Ha3MBaeETLCA OMMUMYMOM crioXuea4a (pieHoeaz20+0) 2o

11
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The Consumer’s Choice

The slope of an indifference curve is related to the
marginal utilities of the two goods:
Haxun kprBoi 6anay»KocTi NoB'A3aHNIA 3 FPaHNYHOK KOPUCHICTIO ABOX Onar:

MU,/ MU, = AY / AX

A budget line’s slope is equal to the ratio of prices:
Haxun 6toaKeTHOT NiHii OPiBHIOE BiAHOLLUEHHIO LiiH:

Py /Py =AY/AX

At the consumer optimum:
B ontumymi cnoxmeava:

MRS, = P,/ P, = MU, / MU,

23

The Consumer’s Choice

m To solve a maximization problem is
necessary to use the system of equations:

AY/AX:PX/PY OI':MUX/MUY

[nsa BupileHHA 3agadi MakcmMmisauii HeobXiaHO BUKOPUCTOBYBATU OaHY
CUCTEMY PiBHSHb

24
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Thank you!

Questions?
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