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Long-run Phillips curve



• At recent years, starting in 2012. While the
unemployment rate has declined to levels not
seen in 50 years, inflation has remained low for
most of the period. This suggests that the
Phillips curve has “flattened,” or that the
relationship might not be as strong as it once
was.

• Long-run Phillips curve (“LRPC”) a curve illustrating
that there is no relationship between the
unemployment rate and inflation in the long-run; the
LRPC is vertical at the natural rate of unemployment.



Example 1

• Three managers of the magic potion company are 
discussing a possible increase in production.

Harry Ron Hermione

We would examine 
whether our 
company’s 
productivity – gallons 
of potion per worker-
will raise or fall

We should 
examine whether 
our average cost –
cost per worker-
would rise or fall

We should examine 
whether the extra 
revenue from selling the 
additional potion would 
be greater or smaller 
than the extra costs
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Example 2

• Your roommate is a better cook than you are, but
you can clean more quickly than your roommate.

• If your roommate did all the cocking and you did all
the cleaning, would your chores take you more or
less time than if you divided each task evenly?
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قد أدى مشروع قانون حديث لإصلاح برامج مكافحة 

ن من الرعاية الفقر الحكومية إلى تقييد العديد من المستفيدي

الاجتماعية لمدة عامين فقط
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