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Coelficient of Correlation

The coefficient ofF correlation often
denoted as 'r,' measures the strength aond
direction of the linear relationship
between two variables in a dataset.

It ronges between - and I a value of |
indicates a pertect positive linear
relationship, - indicates a perfect negotive
linear relationship, and O indicates no linear
relaﬁonehlp.

Correlation Coefficient
Shows Strength & Direction of Correlation
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r = n(2xy)- (2x)(Zy)

JInEx3- (2x)2[nZy? (Zy)2]
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Signiticance:
Quantities Relationship:

i+ provides a quantitative measure of how
closely reloted two variables are, allowing

researchers to understand the olear'ee oF
association between them.

Predictive Power

A high correlation indicates that changes

in one varioble are likely to be associated
with char;?ec; in the other. This predictive
power aids in making infFormed decisions

ond Forecasts based on historical data.

\/alidaﬁna Hypo’rheses:

Researchers use correlation to validate
hypotheses about the relationships
between variables, helping to confirm or
refute theories.
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Coelficient of Correlation

Siﬁniﬁicar\ce:
Data Reduction:

It assists in data reduction by ialenJriPyina

redundont variables. I+ two variables have
a high correlation, one may be redundant
For Further analysis.

Decision Makina:

In Fields such as agriculture, and
aﬂroeconomics, correlation analysi; Is
crucial for decic;ion—makina processes,
includinﬁ aar‘icuIJrur'e manaﬂement
marketing strategies, ond economic
Policiecs.

However, correlation does not imply
causation. Just because two variables are
correlated does not mean that changes in
ohe cause chanﬂes in the other.





