Economics 314 Spring 2019
Daily Problem #38 April 17

The diagram below shows the equilibrium of the Shapiro-Stiglitz model.
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1. Briefly describe what the NSC and L¢ curves mean.

2. For points g, b, and ¢, explain in economic terms why each point is not an
equilibrium. (Do not just say “it’s not on the NSC curve.”)

3. On the graph, identify the equilibrium levels of employment and unemployment.



