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Agenda

m The logic of mediation: what, why, when, how (30 minutes)
m Application paper discussion (30 minutes)
m Break

m Replication presentation (15 minutes)

Skills corner - Class walkthrough in R (25 minutes)

m General discussion (15 minutes)
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The logic of mediation
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What is mediation?

In all instances, mediational models advance an X -> M ->
Y causal sequence, and seek to illustrate the mechanisms

through which X and Y are related. (Mathieu and Taylor
2006)
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The logic of mediation
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What is mediation?

Nomological network view:

Mediator (M)

(Sometimes not hypothesized,
but needs to be included in the modal)

Regression model view:
Y = o+ 6, X + oM + €
M = B3+ B, X + ey
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The logic of mediation
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Why mediation?

m Provides direct evidence for a theoretical claim

m “We submit that inferences of mediation are founded first and
foremost in terms of theory, research design, and the construct
validity of measures employed, and second in terms of
statistical evidence of relationships.” (Mathieu and Taylor
2006, 1032)

m Allows for assessment of causal effects via the front door
criterion (Pearl 2001, 81)

m Sophisticated tools allow for complex inferences

m Establishment of direct and indirect effects for latent variables
(Williams, Vandenberg, and Edwards 2009)

m Partitioning of effects through multiple causal pathways
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The logic of mediation
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When is mediation appropriate?

Explaining “how” and showcasing mechanisms:
Y =0+ 51X+ 5yM+e

Partitioning total and indirect effects: Comparing effect sizes
between Y = 3y + 51 X + oM +eand Y =3+ 5, X + €

Transmitting the influence of instruments: Innovation =
Bo + B1(EquitySplits) + By(MembershipChange) + € ;
MembershipChange = (5 + B,EquitySplit + €

Isolating mechanisms through interventions:
LightOn = B, + B, Power + p5(Switch = on) + €
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Performing a mediation analysis
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How do you perform a (basic) mediation analysis?

Articulate the theoretical justification for a mediational
inference.

]

Clearly make your prediction as a hypothesis.

B

Run a sequence of regressions in line with your intended
inference (Mathieu and Taylor 2006) and extract relevant
effects

[~

Perform statistical inference (t-tests, indirect effect tests)

Illustrate direct and indirect effects
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Performing a mediation analysis
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Deep dive: Articulate your theoretical justification

In short, no statistical analysis can unequivocally differen-
tiate one causal sequence from another. Theorists and
researchers must then rely on other means to justify the
sequence of effects. The most valuable bases to advance
such inference come from: (1) experimental design fea-
tures; (2) temporal precedence; and (3) theoretical ratio-
nales. (Mathieu and Taylor 2006, 1033)
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Performing a mediation analysis
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Deep dive: Clearly make your prediction as a hypothesis

It is critical when making an argument for mediation that you
specify what you mean. Following Mathieu and Taylor (2006), are
you proposing:

m A full mediation, where the mediating variable fully captures
the effect of the IV on the DV?

m A partial mediation, where the mediating variable captures,
some but not all, of the effect?

m An indirect effect, whereby the IV only has an effect on the
DV through its influence on the mediator?
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Performing a mediation analysis
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lllustrating a mediation: Indirect effect

FIGURE 1
Final Model*

.52

Behavioral
Integration

.58

Decentralization
of Responsibilities

Corporate
Entrepreneurship

CEO
Transformational
Leadership

Risk-Taking
Propensity

Long-Term
Compensation

 Standardized parameter estimates. n = 152. This is a simplified version of the actual model. It does not show indicators, error terms,
exogenous factor variances, nor control variables. Solid arrows represent hypothesized paths; dotted arrow represents a path that was
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Performing a mediation analysis
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Things can get crazy (again)!

m Multiple mediators (either in parallel (Ling et al. 2008) or in
sequence)

m Mediated moderation and moderated mediation

m As with complex moderation models, can you explain what
you are doing?
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https://en.wikipedia.org/wiki/Mediation_(statistics)

Performing a mediation analysis
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“Generalizing” mediation: SEM

| have given you two readings (Williams, Vandenberg, and Edwards
(2009) and Ling et al. (2008)) to help you dip your toes into the
waters of structural equation model (SEM)

This is a fundamentally different way of looking at data, which
seeks to compare an observed covariance matrix versus a “model
implied” covariance matrix built from the relationships included or
excluded from an SEM model (which can include a structural as
well as a measurement model component)

The technique involves asking how many connections can be
“pruned” without making the model fit worse - in other words, the
more 3; = 0, the better!
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Performing a mediation analysis
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Alternative analyses

m Structural equation modeling (Williams, Vandenberg, and
Edwards (2009))

m Non-linear causal models and Bayesian networks (Pearl
(2001))

m Hidden Markov models
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https://en.wikipedia.org/wiki/Causal_model
https://en.wikipedia.org/wiki/Bayesian_network
https://en.wikipedia.org/wiki/Hidden_Markov_model
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Application readings

Let's level-set people's familiarity with these pieces.

m Ling, Y., Simsek, Z., Lubatkin, M. H., & Veiga, J. F. 2008.
Transformational Leadership’'s Role in Promoting Corporate
Entrepreneurship: Examining the CEO-TMT Interface.
Academy of Management Journal, 51(3), 557-576.

m Fox, B. C., Simsek, Z., & Heavey, C. 2022. Top Management
Team Experiential Variety, Competitive Repertoires, and Firm
Performance: Examining the Law of Requisite Variety in the
3D Printing Industry (1986-2017). Academy of Management
Journal, 65(2), 545-576.
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Ling et al (2008)

m What was this paper about?

TRANSFORMATIONAL LEADERSHIP'S ROLE IN PROMOTING

m What were the findings? CORPORAT ENTREPRENEURSHIY:

EXAMINING THE CEO-TMT INTERFACE

m What was the method? P

m What makes sense? What sy f Gt

MICHAEL H. LUBATKIN
University of Connecticut

was confusing? i

JOHN F. VEIGA
University of Connecticut

Remoarch sbout taosormtional GEOK impact i el alcomay,patiiary
corporate entrepreneurship, has heen oquivocal, partially because the underlying
noCniss o gl snexplord Sivo s b Al ot closey o

GEOTVT ntrace s ¢ slen norveing mechiniam: We post it i
T

e, wnd owger compansein snd hek obin
i, corporte ntaprencureip, Dats om 152 s supportd s o ou
ks,

tional CEO’ role in promting corporato enirepreneurship.

Transformational leaders are drawn by the noed Isdorsar bllovd t OGS OgAT o e
to transform individuals, toams, and firms by going bers to constantly anticipate and adapt to environ-
beyond the status quo and, in so doing, affect thoir it pusoge Qg TG00 W
i’ aily toinorato and adap. Widly san

ined as a multifaceted meta-construct, transforma-
Hionsl oadership consns of xbibticn of o .
toapondent s utally sforing s
These hars:
tentve vl o th e ) ipvaion
tivation: anergizing followers (o go bayond solf-
intorost; (3) intollactual stimulation: stimulating
followers to challenge assumptions and view prob-
lems from news perspectives; and (3) individualized
consideration: focusing on Tollowar dovelopmont
by providing euppor,encourgment, and oach
ing (Bass, 1985).

B st “givrs” and doinors” of adap-
tive_organizational _culture (Waldman & Yam
marino, 1969), CEOs who aro transformational

ing honw volatiliy in the im's competitivn onvi
sonment can be turned into a vision of opportunity
(Avolio, Zh, Kho, & Puja, 2004)

It would soer tofllow thon tht transformation-
aly s s e mor eyt ncorprtc
entrepreneurship, defined by Zahra (1996) as the
pot s st St
turing renowal sctivites. Yot ro-
e have Do Bt s raT gl

o ko el o sy ance of CEOS' oles in affcting such fim-
L lgope o e s Somo v sugte 1 G
tions,and Ntk for theie ct may b House & Aditya,
coneros fedbck on's e 2 o conchciod s e o
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https://www.dropbox.com/scl/fi/4xnuxebu9j2f957ih6nzn/Ling-et-al.-2008-30117.pdf?rlkey=z4ybahs1hcc1eol4qpmazu7e1&dl=0

Fox et al. (2022

Applications
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m What was this paper about?

m What were the findings?

m What was the method?

m What makes sense? What
was confusing?
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TOP MANAGEMENT TEAM EXPERIENTIAL VARIETY,
COMPETITIVE REPERTOIRES, AND FIRM

PERFO!

ING THE LAW OF REQUISITE

RMANCE: EXAMINII
VARIETY IN THE 3D PRINTING INDUSTRY (1986-2017)

BRIAN C. FOX
Tentley University

ZEKT STMSF)
Clemson University

CIARANEAVEY

ity College Dublin

Wo con-

brated to relevant external variety. In addition, for firms that achieve such calibrated
ot i i of their

ropertoires, we
pos.

‘mance. Analgzing hand-collected data for irms operating in the 3 printing industry
»

tions, and future research polential.

The law of reqisit vrity (LRV)ofen informs
the argument that top management teams (TMT:

with greater expenenlml  vaity dw upon a ich
reserve of cogait behavioral rou-
tines to enact ndn'mvf tomprlmw roportoiras that
anhance firm performance (Bognar & Barr, 2000;
Connelly, Tihanyi, Ketchen, Carmes, & Farrier, 2017
Ferrier, 2001; Lyon & Forrir, 2002; Ndofor, Sirmon,
& Ho, 2015). Tho coro logic is that oxperiontial vari.
oty within the upper ranks of the irm faciltates offi-
cacious adaptation by enabling a raquisite loval of
varioty in compalitive ropartoiros 10 copo with oxtor-

TMTs equipped with less varioty encounter groater
difficully enacting adaptive repertoires, thereby
adversely impacting fim performance (Ferror,

We would like to thank the sction editor, Jason Shavw,

ik o oo druh. Foal
Hynes for his assitance in hand collocting the

2001; Ketchen, Snow, & Hoover, 2004; Ndofor et al.,
2015). So woll rohoarsed is this logic that it has
st scanon o status i competie dymamics
and upper-ochelons rosearch.

Howaver, pas stdies havo ovorsimplified and
insufficiently elaborated upon the LRV, in thr
respocts. First, prior studies have suggested that
TMT experiential variety nmble: adaptescompot
tive sctvity, ss embodisd by competive rpor-
Toiros. Bt provious studies. have. overlooked &
subllaty when applying the LRV: it s not the abso-
lute level of behavioral variety that matters, but,
rather, whether the requisite level of varicty is
achioved. Requisite varioty occurs when compelitive

sepertoires are calibraed with the variely prosent in
the competitive environment (Boisot & McKelvey,
2011, Heinor, 1983; Poulis & Poulis, 2016). In its olo.
‘mental form, the LR suggests thata system’s petfor-
mance is dependent on its capacity to match
external variety with requisite internal varioty
@by, 1056 Pouli & Pouls 2016). T, e LRY

ompetitive repertoires are
Taodlady complex of smples they noed only
h—that is, be calibrated to—external variety.


https://www.dropbox.com/scl/fi/vgh79g904yvw140oekxl8/Fox-Simsek-and-Heavey-2022-127506.pdf?rlkey=w2dqkegpof4zulh71jhzm3bbo&dl=0
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COFFEE BREAK
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Replication Presentation

m Replication: Fox, B. C., Simsek, Z., & Heavey, C. 2022. Top
Management Team Experiential Variety, Competitive
Repertoires, and Firm Performance: Examining the Law of
Requisite Variety in the 3D Printing Industry (1986-2017).
Academy of Management Journal, 65(2), 545-576.

Class 10 - Techniques Il - Mediation



Applications
000000@

Class Walkthrough in R
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Next class

Techniques 1V: Endogeneity

Cuervo-Cazurra, A., Andersson, U., Brannen, M. Y., Nielsen,
B. B., & Reuber, R. A. 2016. From the Editors: Can | trust
your findings? Ruling out alternative explanations in
international business research. Journal of International
Business Studies, 47(8), 881-897.

Hamilton, B. H., & Nickerson, J. A. 2003. Correcting for
endogeneity in strategic management research. Strategic
Organization, 1(1): 51-78.
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Next class

Techniques 1V: Endogeneity
Applications:

Bascle, G. 2008. Controlling for endogeneity with
instrumental variables in strategic management research.
Strategic Organization 6(3): 285-327.

Replication: Fox, B. C., Simsek, Z., & Heavey, C. 2023.
Venture team membership dynamics and new venture
innovation. Strategic Entrepreneurship Journal.
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