
CORRELATION AND REGRESSION 287

think it over 10.4

The regression equation is given by:

y = β0 + β1x + ε

a	 Plot the curve of the regression equation, y = 3 - 2x where ε = 0 for x values between 0 and 20.

b	 Explain what the regression equation tells you about the relationship between the x variable and the 

y variable.

think it over 10.5

The regression equation y = β0 + β1x + ε is known as a linear equation. In Think it Over 10.4 (a) you plot-

ted values between 0 and 20 based on a linear relationship. If you used your regression equation to 

predict a y value at x = 50, how certain could you be that it would be accurate. List any assumptions 

that you have made to justify your prediction.
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The Method of Least Squares

The method of least squares is the method by which we determine the line that best fits the data, or, in 

other words, to come up with the parameters for our regression equation. This concept can be illustrated 

nicely by continuing with our student bar example. Table 10.2 presents the data collected from a sample 
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