Latent predictors: measurement error plus identification
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The noisy estimate spreads out, then identification rescales it back to unit variance.



1. Noisy latent estimates are re-scaled for identification
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2.1dentification changes the attenuation factor
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3.Split indicators estimate the correction factor
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P= 073 As measurement error grows, the unadjusted slope shrinks,
/5= 0.85 The split-correlation correction restores the latent-scale slope.
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Takeaway

1. Latent estimates are noisy measurements of an identified trait.
2. Standardization changes the measurement-error attenuation factor.

3. Split indicators estimate reliability. so slopes can be corrected by 1/sqrt(rho).
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