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Figure 3.1  Laffer Curve
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Figure 3.2  Two types of inflation
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Figure 4.1  Demand curve
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Figure 4.2  Supply curve

Supply curve

P

r

i

c

e

Q  u  a  n  t  i  t  y



Figure 4.3  Law of demand
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Figure 4.4  Law of supply
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Figure 4.5  Equilibrium
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Figure 6.1  Technical efficiency

Technical e�ciency 

                  L  a  b  o  r

3

4

1

2

Q

U

n

i

t

s

- - - - - - - - - - - - - - -

- - - - - - - - - - - - - - - - - - - -- - - - -

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 --

 - 
- -

 - 
--

 - 
- -

 -

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

--
 - 

- -
 - 

--
 - 

- -
 -

Technically
  e�cient

 Technically
  ine�cient

Q = (L,K)f

1 and 2 - Intersection of quantity and labor, representing peak e�ciency
3 and 4 - Range of ine�ciency, where output is below expectations



Figure 7.1  Complements and the demand and supply curve
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Figure 7.2  Demand for inferior goods
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Figure 9.1  Output and labor

Output and labor

10

  9

  8

  7

  6
  
  5

  4

  3

  2

  1

C

a

p

i

t

a

l

1        2        3        4        5        6        7        8        9       10   
L      a      b      o      r

- - - - - - - - - - - - - - 

- - - - - - - - - - - - - - - - - - - - - - - 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

 - 
- -

 - 
- -

 - 
- -

 - 
- -

 - 
- -

 - 
- -

 - 
- -

 - 
- -

 - 
--

 - 
- -

 - 
- -

 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 



Figure 9.2  Diminishing returns
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Figure 10.1  Marginal cost
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Figure 11.1  Surplus
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Figure 11.2  Shortage
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Figure 11.3  Increase in demand
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Figure 11.4  Increase in supply
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Figure 14.1  Equilibrium in monopolistic competition
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Figure 15.1  GDP by country, three years3
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Figure 16.1  Ideal rate of unemployment (Prepared by the author)
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Figure 16.2  Labor participation rate (Source: U.S. BLS. www.bls.gov)
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Figure 17.1  Annual rate of inflation in the United States (Source: Bureau of 
Labor Statistics, www.bls.gov)

U. S. annual rate of in�ation

1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

In�ation rate

Source: Bureau of Labor Statistics, www.bls.gov

-0.5     0     0.5     1.0     1.5     2.0     2.5     3.0     3.5     4.0     4.5     5.0     5.5     6.0



Figure 18.1  Business cycle and its phases
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Figure 19.1  Consumption function

Consumption function

Consumption
   function- - - - - - - - - -

- - - - - - - - - - - - - -  - - - - - - -

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
 - 

- -
- -

 - 
- -

 - 
- -

 -

- -
 - 

- -
 - 

- -
 - 

- -
 --

 - 
- -

 - 
- -

 - 
-

C
o
n
s
u
m
p
t
i
o
n

D i s p o s a b l e   i n c o m e



Figure 19.2  Circular flow of income
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