
LAW OF EQUI- MARGINAL UTILITY 

A consumer does not spend his income on only one good but a number of goods. A 
more satisfactory explanation of consumer's equilibrium should, therefore, be of choices 
among goods, rather than looking at one good in isolation. This is done with the help of 
the law of equi-marginal utility. This law was give given by H.H Gossen. Therefore, it is 
also called Gossen's second law of consumption. But this law is associated with the 
name of Prof. Marshall who finally developed it. 
 
The law tells us how one should spend his limited income so that he is able to get 
maximum satisfaction. A consumer will get maximum satisfaction only when he obtains 
equal marginal utility at the margin of different purchases. In other words, a consumer 
may consume different quantities of the commodity but the marginal utility obtained 
must be equal in all cases. 
According to Marshall, 
''If a person has a thing which we can put to several uses, he will distribute it among 
these uses in such a way that it has the same marginal utility in all. For, if it had a great 
marginal utility in one use than another, he would gain by taking away some of it from 
the second use and applying it for the first.'' 
 
The law is known as law of equi-marginal utility because when the marginal utility have 
been equalised through the process of substitution, we derive maximum satisfaction. 
This law is also known as the law of substitution because here we substitute more 
useful goods for less useful goods. 
 
Two commodities case: Conditions Of Equilibrium 

Here we take the case when a consumer consumes two goods. In the case of two 
goods X and Y the following conditions must be satisfied:- 
 
First condition: 
 
1) Utility obtained from the last rupee spent on each good should be equal. In other 
words, marginal utility of each good should be proportional to its price. 
2) Another condition is that marginal utility should fall as consumption increases 
 
 
 


