
Silmple Regression and Correlation Concepts Test (Statistics for Management., Richard I. 

Levin., David S. Rubin., Prentice Hall ., Seventh Edition., p. 710-713)  

A. True or False  

1. Regression analysis is used to describe how well an estimating equation describes 

relationship being studied (False- relationship between variabel independent and 

independent)  

2. Given that the equation for a line is Y = 26 – 24 X, we may say that the relationship of Y to X 

is direct and linear (False – Indirect) 

3. An �� value close to zero indicates a strong correlation between X and Y (False- r indicate 

strong/week correlation) 

4. Regression and correlation analysis are used to determine cause and effect relationship 

(False – We might be able to predict the sales of diamond earrings from the sales of new 

Cadillac, but we could say that one is caused by the other. Instead, we realize that the sales 

levels of both Cadillac and diamond earrings are cause by another factor, such as the level 

of disposibale income) 

5. The sample coefficient of correlation, r, is nothing more than √�� and cannot interpret its 

meaning directly as a percentage of some kind (True) 

6. The standard error of estimate measures the variability of the observed values around the 

regression line (True)  

7. The regression line is derived from a sample, not the entire population (True) 

8. We may interpret the sample coefficient of determination as the amount of the variation in Y 

that is explained by the regression line (True) 

9. Lines drawn on either side of the regression line at ±1, ±2, ±3 times the value of the 

standard error os estimate are called confidence lines (False- Confidence Interval) 

10. The estimating equation is valid over only tha same range as that given by the original 

sample data on which it was developed (True) 

11. In the equation Y = a + bX for dependent variable Y and independent variable X, the Y 

intercept is b (False- a)  

12. If a line fitted to a set of points by the method of least square, the individual positive and 

negatives errors from the line sum to zero (True)  

13. If ��=0 for an estimating equation, it must perfectly estimate the dependent variable at the 

observed points (True) 

14. Suppose the slope of an estimating equation is positive. Then the value of r must be positive 

square root of �� (True)  

15. If r = 0.8, then the regression equation explain 80 percent of the total variation in the 

dependent variable (False - �� = 0.64	or 64 percent) 

16. The coefficient of correlation is the percentage of the total variation of the dependent 

variable that is explained by the regression (False – Coefficient correlation is a measure of 

the strength of the linear relationship between two variable)  

17. The standard error of estimate is measured perpendicularly from the regression line rather 

than on Y axis (False - standard error of estimate is measured perpendicularly from the Y 

axis)  



18. By squaring individual error, the least square method magnifies all devations from the 

estimated regression line (False – Least Square Principle is a mathematical procedures that 

uses tha data to position a line with the objective of minimizing the sum of the square of the 

vertical distances between tha actual y values and the predicted values of y) 

19. A regression equation may not valid when extended outside the sample range of the 

independent variable (True) 

20. An  �� value measures only the strength of linear relationship between the two variable X 

and Y (True) 

21. A small value of �� implies that there is not a significant cause and effect relationship 

between X and Y (False - �� is the proportion of the total variation in the dependent variable 

Y that is explained, or accounted for, by the variation in the independent variable in X) 

 

B. Choose the correct answer 

1. Suppose we know the height of a student but do not know her weigh. We use estimating 

equation to determine an estimate of her weight based on her height. We can therefore 

surmise that 

a. Weight is independent variable 

b. Height is the dependent variable 

c. The relationship between weight and height is an inverse one 

d. None of these 

e. (b) and (c) but not (a) 

The answer (d) 

  

2. Suppose you are told that there is a direct relationship between the price of artichokes and 

the amount of rain that fell during the growing seasons. It can calculated that 

a. Prices tend to high when rainfall is high 

b. Prices tend to low when rainfall is high 

c. A large amount of rain causes prices to rise 

d. A lack of rain cause prices to rise 

The answer (a) 

 

3. Suppose it is calculated that a is 4 and b is 2 for a particular estimating line with one 

independent variable. If the independent variable has a value of 2, what value should be 

expected for the dependent variable ? 

a. 8 

b. 10 

c. -1 

d. 0 

The answer (a) 

 

4. Suppose the estimating equation � = 5 − 2� has been calculated for a set of data. Which of 

the following is true for this situation ? 

a. The Y intercept the line is 2 

b. Tha slope of the line is negative 



c. The line represents an inverse relationship 

d. All of these 

e. (b) and (c) but not (a) 

The answer (e) 

 

5. We know that the standard error is the same at all points on a regression line because we 

assumed that, 

a. Observed values for Y are normally distributed around each value of  �  
b. The variances of the distribution around each possible value of Y are the same 

c. All available data were taken into account when the regression line was calculated 

d. None of these 

The answer (b) 

 

6. The variation of the Y values around the regression line is best expressed as,  

a. ∑(� + ��)� 

b. ∑(� − ��)� 

c. ∑(� − ��)� 

d. ∑(� + ��)� 

The answer ( c) 

 

7. The value of �� for a particular situation is 0.49. What is the coefficient of correlation ? 

a. 0.49 

b. 0.7 

c. 0.07 

d. Cannot be determined from the information given 

The answer (d), it might be 0.7 or -0.7 

 

8. The fraction 
∑(����)�

∑(����)�
  represents 

a. The fraction of total variation in  Y that is unexplained 

b. The fraction of total variation in Y that is explained 

c. The fraction of total variation in Y that was caused by changed in X 

d. None of these 

The answer (a) 

 

9. In the equation Y = a + bX + e, the e represent 

a. The X intercept of the observed data 

b. The value of Y to which others are compared to deternine the best fit 

c. Randon disturbances from the population regression line 

d. None of these 

The answer (c ) 

 

10. For the estimating equation to be a perfect estimator of the dependent variable, which of 

these would be true ? 



a.  The standard error of the estimate is zero 

b.  All of the data points are on the regression line 

c. The coefficient of determination is -1 

d.  (a) and (b) but not (c) 

e. All of these 

The answer (d) 

 

11. If the dependent variable increases as the independent variable increases in an estimating 

equation, the coefficient of correlation will be in the range 

a. 0 to -1 

b. 0 to -0.05 

c. 0 to -2 

d. None of these 

The answer (d) 

 

12. Suppose the fraction of variation in Y that is unexplained by the independent variable X is ¼. 

Then �� is,  

a. ¼ 

b. ¾ 

c. 15/16 

d. None of these 

The answer (b) 

 

13. The sample coefficient of determination is developed from the variation of the observed Y 

values around 

a. The mean of the observed independent variables 

b. The mean of the observed dependent variables 

c. The fitted regression line 

d. (b) and (c) but not (a) 

The answer (d) 

 

14. If Y = a + bX the sample regression line and Y = A + BX , the true unknown population 

regression equation, are equivalent, then the following must be true,  

a. The estimating equation is a perfect estimator of the dependent variable 

b. All the data points are on the regression line 

c. �� = 1 

d. All of the above 

e. None of the above 

The answer (e ) 

 


