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Constructing	graphs	to	illustrate	relationships	between	variables	requires	understanding	graph	terminology.	A	simple	graph	can	be	created	by	placing	points	on	the	x-axis	and	y-axis,	where	the	horizontal	line	at	the	base	is	called	the	x-axis,	and	the	vertical	line	on	the	left	side	is	referred	to	as	the	y-axis.	In	economics,	price	(p)	is	usually	represented	on
the	y-axis	and	quantity	(q)	on	the	x-axis.	Key	terms	include	intercepts,	which	are	points	where	a	line	crosses	the	axes.	The	x-intercept	is	found	when	y	=	0,	while	the	y-intercept	occurs	when	x	=	0.	Additionally,	an	intersection	point	represents	the	meeting	of	two	lines	on	a	graph.	Another	crucial	concept	is	slope,	which	measures	how	steep	a	line	is	as	it
moves	from	one	point	to	another.	Mathematically,	slope	can	be	calculated	by	dividing	the	change	in	the	vertical	axis	(rise)	by	the	change	in	the	horizontal	axis	(run).	This	formula	is	often	referred	to	as	"rise	over	run."	The	equation	for	a	straight	line	typically	involves	two	variables:	m,	representing	the	slope,	and	b,	representing	the	y-intercept.	Using
an	example	such	as	y	=	9	+	3x	or	y	=	3x	+	9,	we	can	identify	the	values	of	x	and	y	using	the	table	provided.	By	plotting	these	points	on	a	graph,	we	can	draw	a	line	through	them	to	visualize	the	relationship	between	x	and	y.	Understanding	how	b	and	m	terms	in	an	equation	for	a	straight	line	determine	its	position	on	a	graph	is	essential.	The	b	term
indicates	where	the	line	crosses	the	y-axis	(the	y-intercept),	while	the	m	term	represents	the	slope	of	the	line,	calculated	by	dividing	the	change	in	the	vertical	axis	(rise)	by	the	change	in	the	horizontal	axis	(run).	The	equation	for	a	line	involves	multiple	components,	including	slope	and	intercept,	which	help	identify	specific	lines	even	when	real-world
data	points	don't	align	perfectly	with	straight	lines.	A	graph	offers	a	practical	way	to	visualize	the	connection	between	variables,	allowing	for	better	understanding	of	economic	relationships.	In	constructing	a	graph,	two	perpendicular	lines	are	essential:	the	x-axis	(horizontal)	typically	representing	quantity	or	another	variable	in	economics,	and	the	y-
axis	(vertical),	often	representing	price	on	graphs	in	economics.	The	origin	serves	as	the	common	zero	point.	Scatter	diagrams	compare	one	variable	against	another,	time-series	graphs	track	variables	over	time,	while	cross-section	graphs	display	economic	data	for	various	groups	at	a	specific	moment.	Graphs	not	only	reveal	underlying	patterns	but
can	also	influence	how	those	patterns	are	perceived.	A	simple	change	in	perspective	or	visual	arrangement	can	significantly	alter	viewer	interpretation	of	the	same	data.	It's	crucial	to	view	graphs	with	caution	and	consider	multiple	viewpoints	before	forming	conclusions,	as	the	way	data	is	presented	can	impact	perception	and	understanding.
Variables	such	as	intercept	(where	a	line	intersects	an	axis)	and	slope	(the	rate	at	which	y	changes	when	x	changes)	are	key	components	in	graph	analysis.	Understanding	these	elements	and	how	they	interact	helps	decode	economic	relationships	more	effectively.	Linear	relationships	are	characterized	by	a	straight	line	graph,	whereas	non-linear
relationships	display	a	curved	shape	that	can	vary	in	form.	Figure	1.6	illustrates	a	positive	direct	relationship	where	the	graph	becomes	weaker	as	the	number	of	practice	problems	increases.	However,	after	the	10th	problem,	the	curve	flattens,	indicating	an	increasing	rate	of	decrease	in	GPA.	In	contrast,	Figure	1.7	shows	a	negative	inverse
relationship	that	also	weakens	as	the	number	of	problems	increases.	Figures	1.8a	and	1.8b	depict	two	unrelated	variables,	where	either	a	perfectly	vertical	or	horizontal	line	would	represent	no	relationship	if	one	variable	remains	constant	while	the	other	changes.	The	slope	is	calculated	by	dividing	the	change	in	Y	by	the	change	in	X	and	can	be
positive,	negative,	or	zero.	For	instance,	in	Figure	1.9,	the	slope	represents	a	positive	relationship	between	variables.	When	ΔX	is	4	and	ΔY	is	2,	the	slope	(ΔY	÷	ΔX)	equals	0.5.	Firms	seek	to	maximize	sales	by	adjusting	prices	for	sneakers;	higher	costs	spur	increased	production,	while	lower	costs	prompt	reduced	output.	Unlike	math's	assumption	that
x	causes	y,	economics	presents	a	more	nuanced	relationship	between	supply	and	demand	in	the	same	graph.	To	decipher	economic	graphs,	follow	these	steps:	1.	**Identify	the	Overall	Story**:	Understand	what	economic	narrative	is	being	depicted,	including	any	underlying	assumptions.	2.	**Assess	Assumptions	Made**:	Recognize	which	factors	are
assumed	to	be	constant	or	unchanged,	such	as	prices	of	other	goods	or	labor	availability.	3.	**Analyze	Variables	and	Units**:	Verify	that	you	understand	which	variables	are	plotted	on	the	x-axis	(independent)	and	y-axis	(dependent),	along	with	their	respective	units.	4.	**Determine	Causal	Relationships**:	Establish	whether	there	is	a	causal	link
between	the	variables,	noting	if	changes	in	one	variable	necessitate	changes	in	the	other.	5.	**Recognize	Shifts	vs.	Movements	Along	Curves**:	Identify	shifts	as	preserving	relationship	direction	and	only	moving	to	different	graph	space,	whereas	movements	along	curves	dictate	the	x-y	relationship.	By	applying	these	steps,	you	will	become	proficient
in	interpreting	economic	graphs	and	can	identify	key	principles	in	action.


