.     R2 Coefficient of Determination (A)    .
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If we consider the proportion of the variation that can be explained by the linear model, compared with the total variation from the mean ‘y’, we get a measure of how closely the data fits the regression line. 
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Coefficient of Determination R2 is a measure of the variation of the dependant variable that can be explained by the model


Coefficient of Determination R2= 

.     Coefficient of Determination (B)    .

R2 = 0.681 means:

68.1% of the variation in Income per annum is explained by the model

(Remaining variation due to other causes)


If using a linear model the coefficient of determination R2 is the square of the correlation coefficient ‘r’

ie:    R2 = r2 when linear model

.     Summary    .
	
	Advantages
	Disadvantages

	Correlation Coefficient

r
	Shows STRENGTH and DIRECTION of regression line for LINEAR relationship
	Only applies to linear function

	Coefficient of Determination

R2


	Applies to any relationship
Easily calculated on EXCEL

Shows the amount of variation of the dependant variable explained by the model


	Does not show gradient of regression line (always positive)
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Ex 14.02





Variation explained by the model       100


             Total variation                           1
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