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(0 O O For producers, the general supply function showshow six variables the price of the product, the price
ofinputs, the prices of goods related in production, thestate of technology, the expected priceo the good, andthe
number of firms or amount of productive capacity jointly determine the amount of a good or service pro-ducers
are Willing to supply Quantity supplied and priceare directly related, all other variables influencing supplyheld
constant. When the price of a good changes, achange in quantity supplied occurs, which is representedby a
movement along a fixed supply curve. A point onthe supply curve shows either the maximum amount of a good
that will be offered for sale at a given price or theminimum price O the supply pricel] necessary to
induceproducers voluntarily to offef a particular quantity forsale. The five determinants of supply are also called the
supply-shifting variable~because theirvalues determine the location of the supply curve. Table2.8 summarizes how
supply curves shift when each ofthe determinants of supply changes value.[1 The equilibrium price and quantity in
a market are de-termined by the intersection of demand and supplycurves. At the point of intersection, quantity
demandedequals quantity supplied, and the market clears. Since thelocation of the demand and supply curves is
determinedby the five determinants of demand and the five determi-nants of supply, a change in any one of these
10 variableswill result in a new equilibrium point. When demand in-creases and supply remains constant, price and
quantitysold both rise. A decrease in demand, supply constant,causes both price and quantity sold to fall. When
supplyincreases and demand remains constant, price falls andquantity sold rises. A decrease in supply, demand
con-stant, causes price to rise and quantity sold to fall.
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