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When Should You Use Correlation? (Explanation & Examples)

In the realm of statistics and data analysis, the concept of correlation is fundamental. It serves as a

powerful tool used to quantify the degree of linear relationship between two numerical variables.
Understanding when and how to apply correlation is crucial for accurate interpretation of data,
preventing common statistical errors, and choosing the appropriate analytical technique.

When we calculate correlation, we are essentially determining if changes in one variable
systematically correspond to changes in the other. This measure provides a standardized way to
describe the strength and direction of this mutual relationship. Before diving into practical
applications, it is essential to grasp the meaning of the resulting statistic, known as the correlation
coefficient.

The correlation coefficient, typically represented by 'r' (for the sample statistic), always results in a

value confined strictly between -1 and 1. This range allows for immediate interpretation regarding
the nature of the association:

-1: Indicates a perfectly negative linear relationship. As one variable increases, the other

decreases proportionally.
0: Signifies no discernible linear relationship between the two variables.

1: Represents a perfectly positive linear relationship. Both variables increase or decrease together

proportionally.

The most frequent question encountered by data scientists and statisticians is: When should |
choose correlation over other methods? The fundamental guiding principle is straightforward:
Use correlation when your primary objective is to quantify the strength and direction of the linear
relationship between two variables, and when neither variable is designated as the predictor
(independent) or the outcome (dependent).

Understanding the Foundation: What is Correlation?

The central purpose of calculating correlation is to provide a single, easily interpretable metric that
summarizes the degree of co-movement between two variables. Unlike more complex modeling
techniques, correlation makes no assumptions about cause and effect. Instead, it treats both
variables symmetrically, focusing solely on the mutual association.

A key insight for practitioners is recognizing the specific type of relationship that correlation
measures. It is strictly concerned with the linear component of the association. If the relationship
between two variables is curved, U-shaped, or otherwise non-linear, the correlation coefficient may

misleadingly suggest a weak or non-existent relationship (a coefficient near zero), even if a strong
non-linear pattern is present.

The generalized rule for its application is: Use correlation when you want to quantify the linear
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relationship between two variables and neither of the variables represents a response or
"outcome" variable. This implies both variables are treated equally without assigning
directionality or causality.

Establishing Directionality: The Key Difference from Regression

The decision to use correlation hinges on whether you need to assign roles to your variables. In
many analytical scenarios, researchers seek to predict or explain changes in one variable based
on changes in another. This type of asymmetrical relationship, where one variable is clearly the
independent predictor and the other is the dependent response variable, requires modeling

techniques like a linear regression model.

Correlation, by contrast, is used when variables exist on equal footing. If we are simply measuring
the association between Variable A and Variable B, without implying that A causes B or B causes
A, correlation is the appropriate tool. This symmetry is the hallmark of correlation analysis,
providing a measure of co-occurrence rather than predictive power.

When data involves a clear outcome variable--something that is being measured, monitored, or
predicted--it is almost always necessary to move beyond simple correlation. Regression not only
guantifies the relationship but also generates a predictive equation, allowing us to estimate the

expected value of the response variable given specific inputs of the predictor variable.

Scenario 1: Measuring Mutual Association (When to Use Correlation)

Consider a university professor who is conducting an internal review of student performance. The
professor wants to understand the relationship between students' aptitude in quantitative subjects.
Specifically, they want to determine the strength of the linear association between Math Exam
Scores and Science Exam Scores for students enrolled in their cohort.

The core question here is purely associative: Do students who excel in the math exam generally
also perform well in the science exam? Conversely, does strong performance in one subject tend
to align with weak performance in the other? Neither score is explicitly used to predict the other;
the goal is simply to map the co-movement.

In this specific scenario, calculating the correlation coefficient is the perfectly suitable method. Both

Math Scores and Science Scores are treated as measures of academic performance that are
expected to be related, but neither is designated as the cause or the effect.

Suppose the professor calculates the correlation and finds a strong positive value, such as r =
0.78. This result confirms a strong positive correlation, meaning that high scores in math are
reliably associated with high scores in science. Since he simply wants to understand the linear
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relationship between the two variables and neither variable can be considered a response variable,
correlation is the correct choice.

Scenario 2: Quantifying Prediction and Impact (When Not to Use Correlation)

Now, imagine a marketing department at a major corporation tasked with optimizing its spending
strategy. The department needs to quantify precisely how changes in advertisement spending
directly affect the company's total revenue. They are not merely interested in knowing if ad
spending and revenue move together; they need to estimate the causal impact and predict future
revenue based on planned ad budgets.

In this business context, the variables have clear roles: Ad Spending is the input (predictor or
independent variable), and Total Revenue is the output (the response variable or dependent

variable). The specific question is predictive: For every additional dollar spent on advertising, how
much additional revenue can the company expect to generate?

Because the goal is to model the effect of one variable on another and provide a predictive
framework, the department must employ a linear regression model instead of simple correlation.

The department should use this technique to quantify the relationship because the variable
"revenue" is the outcome they are trying to explain.

Suppose the department fits a linear regression model and finds the following equation best

describes the relationship between ad spend and total revenue:
Total revenue = 145.4 + .34*(ad spend)

This regression equation provides much richer information than a correlation coefficient alone,
offering quantifiable predictive insights into the relationship between the independent and
dependent variables.

Essential Cautions: Limitations of Linear Correlation

It's important to note that correlation can only be used to quantify the linear relationship between
two variables. Assuming all relationships in the real world are straight lines is a common statistical
pitfall that can lead to severely misleading conclusions.

In circumstances where two variables share a strong non-linear relationship--such as a parabolic
or exponential curve--the correlation coefficient will fail to effectively capture the true association.
However, in some circumstances a correlation coefficient won't be able to effectively capture a
relationship between two variables that share a non-linear relationship.

For example, suppose we create the following scatterplot to visualize the relationship between two
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If we calculate the correlation coefficient between these two variables, it turns out to be r = 0. This
means there is no linear relationship between the two variables.

However, from the scatterplot we can clearly see that the two variables do have a strong
relationship - it just happens to be a quadratic relationship instead of a linear one.

Thus, when you calculate the correlation between two variables keep in mind that it can be helpful
to create a scatterplot to visualize the relationship between the variables as well. Even if two
variables don't have a linear relationship, it's possible that they could have a non-linear relationship
which would be clearly revealed in a scatterplot, leading the analyst to choose a non-linear
modeling approach.

Summary and Best Practices

In summary, the decision to use correlation relies fundamentally on the analyst's objective. If the
goal is a symmetric measure of the **linear** association between two variables that are on equal
footing, correlation is the ideal metric. However, if the intent is prediction, modeling cause-and-
effect, or analyzing an outcome (response variable), then a linear regression model is the

necessary analytical progression.
By understanding the distinction between correlation (symmetric association) and regression
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(asymmetric prediction), and by always visualizing your data to check for non-linear patterns, you

can ensure the highest fidelity in your statistical analysis.

The following tutorials further explain how correlation and related statistical concepts are used in

different circumstances:
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