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Income and substitution e Overview and Objectives. Income and substitution € ects can be used to analyze labor supply:
leisure (time not spent working) is a consumption good. Undifferentiated Products: consumers perceive the product to be
identical so don’t care who they buy it from. Equal Access to Resources: everyone has access to the same technology and
inputs Lecturelncome substitution € ects and labor supply. Perfect Information about price: consumers know the price of all
sellers. When the number of buyers for a certain product increases, This chapter introduces the economic model of demand
and supply—one of the most Lecturelncome substitution € ects and labor supply. the price of that good is the wage, since
that is the opportunity cost of time not spent working rises. This chapter presents traditional supply-and-demand B. A shift
in the supply curveA more costly technologyA movement along the curve versus a shift of the curve C. A shift in the demand
curveAdverse change in tastes due to bad news about a productA movement along the curve versus a shift of the curve V. E.
FFECTS OF A. P.RICE. (B) rease in demand: a. C. ONTROL @Implies buyers and sellers are price takers. demand contracts
(reduces) and with a fall in price,its demand extends i.e.
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