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0000 OO0 Bentham'sviews about utility seem familiar to many people today. But they were
revolutionary 200 years ago because they emphasized that social and economic poli-cies should be designed to
achieve certain practical results,whereas legitimacy at that time was usually based on tradi-tion, the divine right of
kings, or religious doctrines. Today,many political thinkers defend their legislative proposals with utilitarian notions
of what will make the largest num-ber of people best off. The next step in the development of utility theory came
when the neoclassical economists--such as William Stanley Jevons [0 1835-1882[1 -extended Bentham's utility
concept to explain consumer behavior. Jevons thought economic theory was a"calculus of pleasure and pain," and
he developed the theory that rational people would base their consumption decisions on the extra or marginal
util-ity of each good. The ideas of Jevons and his coworkers led directly to the modern theories of ordinal utility
and indifference curves developed by Vilfredo Pareto, John Hicks, R. G. D.Allen, Paul Samuelson, and others in
which the Benthamite ideas of measurable cardinal utility are no longer needed. the same marginal utility as the last
pair of shoes, for shoes cost much more per unit than eggs. A satisfac-tory rule would be: If good A costs twice as
much as good B, then buy good A only when its marginal utility is at least twice as great as good B's marginal utility.
This leads to the equimarginal principle that | should arrange my consumption so that the last dol-lar spent on each
good is bringing me the same mar-ginal utility. Equimarginal principle: The fundamental condi-tion of maximum
satisfaction or utility is the equimar-ginal principle. It states that a consumer will achieve maximum satisfaction or
utility when the marginal utility of the last dollar spent on a good is exactly the ssme as the marginal utility of the last
dollar spent on any other good. Why must this condition hold[]

If any one good gave more marginal utility per dollar, I would increase my utility by taking money away from other
goods [1 and spending more on that good--until the law of [J 20 diminishing marginal utility drove its marginal
utility per dollar down to equality with that of other goods. If any good gave less marginal utility per dollar than the
common level, I would buy less of it until the marginal utility of the last dollar spent on it had risen back to the
common level. The common marginal utility per dollar of all commaodities in consumer equilibrium is called the
marginal utility of income. It O 300 measures the additional utility that would be gained [1 400 if the consumer
could enjoy an extra dollar's worth [0 500 of consumption.
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