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Fornell and Larcker (1981)

Variance Extracted .5 cutoff

(sum of squared standardized loading)

(sum of squared standardized loading + sum of indicator measurement error)

Composite Reliability .7 cutoff

(sum of standardized loading)2

(sum of standardized loading)2 + (sum of indicator measurement error)





Variance Extracted “goals”

(sum of squared standardized loading)

(sum of squared standardized loading + sum of indicator measurement error)

(.832 + .862 + .862)

((.832 + .862 + .862)+(.32 + .27 + .27))

(.69 + .74 + .74)

((.69 + .74 + .74)+(.32 + .27 + .27))

2.17 2.17

(2.17+.86) 3.03
.72 > .5= =



Composite Reliability “goals”

(sum of standardized loading)2

(sum of standardized loading)2 + sum of indicator measurement error)

(.83 + .86 + .86)2

((.83 + .86 + .86)2+(.32 + .27 + .27))

6.502

(6.502 +.86)

42.25 42.25

(42.25+.86) 43.11
.98 > .7= =



• The measurement model is 

excellent, strongly supporting 

construct validity.

• Move on to structural model.


