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provides some of the most accurate short-term forecasts. However, it requires a 
very large amount of data, and it is complex and time-consuming to apply.

Correlation and Regression

Correlation is a measure of the degree of association between two or more 
sets of data, or a measure of the degree to which two variables are related. 
Regression is a technique for predicting the value of some unknown variable 
based only on information about the current values of other variables. Regres-
sion makes use of both the degree of association among variables and the 
mathematical function that is determined to best describe the relationships 
among variables. If values from only one independent variable are used to 
predict values for another dependent variable, the process is referred to as 
bivariate regression. Multivariate regression involves using values from more 
than one independent variable to predict values for a dependent variable.

Figure 12-3 shows an example of a correlation analysis that was used to 
project the number of telephones that various countries might install. The 
correlation with gross national product, as the figure shows, is high, so a 
straight-line extrapolation would allow one to predict the changes in numbers 
of telephone sets as a function of predicted changes in a country’s gross 
national product.

Figure 12-2  �  Trend Extrapolation for Repeating Phenomena: The 
Sunspot Cycle
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Note: Sunspot number is the number of “spots” or dark areas observed on the sun.




