
We are now ready to determine the "most preferred" com-
bination of commodities Q, and Q2. The consumer will choose
the combination of commodities to maximize his utility, given
his income constraint. This is equivalent to maximizing the fol-
lowing function:

V = U(q,, q2 ) + A(M 1 - q1p, - q2P 2 ) (5)

where x is the Lagrangean Multiplier. The conditions for maxi-
mizing constrained utility are fulfilled when the partial deriva-
tives of Equation (5), with respect to qi, q2, and x are set equal
to zero:

aV aU
- -- p = 0 (6)

aq, aq 1

aV U
= - - , X = 0 (7)

aq 2  aq 2

S= M, -qlp, - q 2 P 2 = 0 (8)
ax

The consumer maximizes his constrained utility by consum-
ing those quantities of Q, and Q. that satisfy Equation (8) and
the following first-order condition:
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That is, Q, and Q2 will be consumed until the ratio of their
marginal utilities equals the ratio of their respective prices,
and all income is spent.

The maximization of constrained utility is illustrated graph-
ically in Figure 4. The consumer's budget constraint is super-
imposed on his indifference map. Money income is M1, and the
price of commodities Q1 and Q, are pi and p2, respectively. In-
difference curve U, represents the highest level of utility that is
attainable with the given budget constraint. Therefore, the con-
sumer will maximize his utility by consuming q, units of Q1,
and qO units of Q,.

The consumer's demand curve for a commodity may be
derived from his indifference map. A demand curve is a sched-
ule that shows the various quantities that the consumer will
purchase at various prices.
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