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Figure 1-A 
Full Employment Equilibrium and Recession in the 
Aggregate Product Market:  The Conventional Approach 

B

Key

01012  and , wwPPP 

 000
, BWPwAS SR

 0000
,, GICAD

Gap

cessionary

        

Re

   ACCAA LLYLY  **

A

)(     

 Pr

P

Levelice

0P

1P

 00101
,, GIICAD 

 0000
,,, BWPLFKAS A

LR

I

 011
wwAS SR



2P C

 ABB LLY 



 

 

 

 

 

Employment (L) 

 

 

 

 

  

 

01

0

PP

w



Figure 1-B 
Employment and Unemployment Effects of a 
Decline in Prices:  The Conventional Approach
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