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Important diagrams to remember
Chapter 2 Competitive markets: demand and supply
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Figure 2.2 Market demand as the sum of individual demands 

Figure 2.4 Movements along and shifts of the demand curve
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Figure 2.9 Market equilibrium
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Figure 2.6 Market supply as the sum of individual supplies
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Figure 2.8 Movements along and shifts of the supply curve
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(a) Increase in demand (b) Decrease in demand
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Figure 2.11  Changes in supply and the new equilibrium price and quantity
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Figure 2.17 Consumer and producer surplus in a competitive market
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Figure 2.12  Shifts of the demand curve (changes in a in the 
function Qd = a – bP )
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Figure 2.13  Changing the slope of the demand curve (changes in b in the 
function Qd = a – bP )
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Figure 2.14  Shifts of the supply curve (changes in c in the supply 
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Figure 2.15  Changing the slope of the supply curve (changes in d in the 
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Chapter 3 Elasticities

Figure 3.1 Demand curves and PED
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Figure 3.6  Price fl uctuations are larger for primary commodities because of low PED 
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(a) Substitutes and positive XED : demand for Pepsi®
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Chapter 4 Government intervention

Figure 4.1 Supply curve shifts due to indirect (excise) taxes
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Figure 4.4 Effects of indirect taxes on consumer and producer surplus
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Chapter 5 Market failure

Figure 5.1  Demand, supply and allocative effi ciency with 
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Figure 5.5 Market-based policies to correct negative production externalities 
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Figure 5.11  Correcting positive production externalities 
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Figure 5.14  Correcting positive consumption externalities 
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Chapter 6 The theory of the fi rm I: Production, costs, revenues and profi t

Figure 6.2  Total, average and marginal cost curves
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Figure 6.5 The long-run average total cost curve

(b)  Long-run average total cost curve in relation to 
short-run average total cost curves
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Chapter 7 The theory of the fi rm II: Market structures 

(b) Market/industry
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Figure 7.3  Short-run equilibrium positions of the perfectly competitive fi rm 
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Important diagrams to remember

Figure 7.6 From short-run equilibrium to long-run equilibrium 
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Important diagrams to remember
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Important diagrams to remember
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Important diagrams to remember

Figure 7.22  Long-run equilibrium of the fi rm in monopolistic 
competition
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Important diagrams to remember

Figure 7.26 Third-degree price discrimination 
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Important diagrams to remember

Chapter 8 The level of overall economic activity
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Important diagrams to remember

Figure 8.4 The business cycle
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Important diagrams to remember

Chapter 9 Aggregate demand and aggregate supply
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Important diagrams to remember

Figure 9.5 Impacts of changes in short-run macroeconomic equilibrium

Figure 9.6 Possible causes of the business cycle
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Important diagrams to remember

Figure 9.12 Three equilibrium states of the economy in the Keynesian model
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Figure 9.8 Returning to long-run full employment equilibrium in the monetarist/new classical model 
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Important diagrams to remember
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Important diagrams to remember

Figure 9.17  Aggregate demand, real GDP and the multiplier in the 
Keynesian model
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Important diagrams to remember

Chapter 10 Macroeconomic objectives I: Low unemployment, low and stable 
rate of infl ation

Figure 10.1 Structural unemployment
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Important diagrams to remember

Figure 10.8  The short-run and long-run Phillips curves
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Important diagrams to remember

Chapter 11 Macroeconomic objectives II: Economic growth and equity in the 
distribution of income

Figure 11.1  Using the production possibilities model to illustrate economic 
growth
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Important diagrams to remember

Chapter 12 Demand-side and supply-side policies

Figure 12.1  Effects of expansionary policy: eliminating a recessionary 
(defl ationary) gap
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Important diagrams to remember

Figure 12.4 The money market and determination of the rate of interest
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Important diagrams to remember

Chapter 13 International trade
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Important diagrams to remember

Figure 13.7 Effects of a tariff
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(a)  Production subsidy: quantity of imports falls
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Important diagrams to remember

Chapter 14 Exchange rates and the balance of payments

(a)  The market for US dollars
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(b)  The market for euros
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Figure 14.1  Exchange rate determination in a freely fl oating exchange 
rate system Figure 14.2  Exchange rate changes in a freely fl oating exchange rate system
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(a)  Shifting the currency demand curve
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Important diagrams to remember

Figure 14.6  Using a PPC to illustrate a trade defi cit and a trade surplus

(a)  With a trade defi cit, country consumes outside its PPC
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Important diagrams to remember

Chapter 15 Economic integration and the terms of trade

Figure 15.1 Changes in global demand or supply: terms of trade impacts on the balance of trade 

P2

0 Q1Q3 Q2

D1
D3

D2

P1

P3

S
global supply
of wheat

global demand
for wheat

global supply

global demandP2

0gl
ob

al
 p

ric
e 

of
 in

te
rn

at
io

na
lly

tr
ad

ed
 g

oo
d

quantity of internationally
traded good

quantity of internationally
traded good

gl
ob

al
 p

ric
e 

of
 in

te
rn

at
io

na
lly

tr
ad

ed
 g

oo
d

Q1 Q2

D

S2P1

Q3

P3

S3 S1

(a)  Changes in global demand: terms of trade and 
balance of trade change in same direction

(b)  Changes in global supply: effects of terms of trade changes on 
the balance of trade depend on PEDs for exports and imports
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Important diagrams to remember

Chapter 16 Understanding economic development

Figure 16.1 Economic growth and economic development
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Figure 16.2 The poverty cycle (poverty trap)
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