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ABSTRACT

Leader-member exchange (LMX) differentiation, the extent to which the leader
forms different quality exchange relationships with group members, is the fundamental
premise of LMX theory. The present study tests whether, why, and when LMX
differentiation increases group outcomes. More specifically, | suggest a dual perspective
model of LMX differentiation and group effectiveness, which includes both leaders’ and
members’ perspectives on LMX differentiation. To explicate the effects of leader- and
member-rated LMX differentiation on group effectiveness, | delineate two group
processes (task and socio-emotional processes) to link LMX differentiation to two
aspects of group effectiveness (group performance and group viability). | propose that
leader-rated LMX differentiation increases group performance via task group processes
(group role clarity and group coordination) whereas member-rated LMX differentiation
decreases group viability via socio-emotional processes (relationship conflict and group
potency). Furthermore, | propose moderators (distributed expertise, leader-leader
exchange, leader prototypicality, and group power distance) suggesting when leader-rated
LMX differentiation relates to task group processes more strongly and positively, and
when member-rated LMX differentiation relates to socio-emotional group processes less
strongly and negatively.

Survey data, based on the US and South Korean employees working in 57 teams,
were collected from three different sources (group leaders, members, and upper-level
managers) at two points in time (with 3-month time lag). Results revealed three
important findings: (a) leader-rated LMX differentiation is positively correlated with
group role clarity, group coordination, and group potency and negatively correlated with
relationship conflict, (b) group mean member LMX and group mean leader LMX were
more robustly, positively related to most group process and effectiveness variables, and

(c) leader prototypicality moderates the relationship between member-rated LMX



differentiation and relationship conflict such that the negative relationship is significant
only when members perceptions of leader prototypicality was high.

The present study contributes to the LMX and team leadership literature by (a)
providing a theoretical framework of a dual perspective to understand the LMX
differentiation-group effectiveness relationship at the group level, (b) providing empirical
evidence showing that leader-rated LMX differentiation is positively related to some
group processes although these relationships were not significant when controlling for
group mean LMX, (c) finding that the leaders’ and members’ perspectives on LMX
differentiation are not highly correlated, and (d) emphasizing the role of leader
prototypicality in understanding the effect of member-rated LMX differentiation at the
group level. Based upon these findings, | suggest future research directions such as ways
to improve measurement and operationalization of LMX differentiation, development of
a theoretical model explaining the low level of LMX agreement between members and
leaders, and examining LMX differentiation in broader contexts (e.g., HR systems or

strategy and cultural contexts).
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CHAPTER I
INTRODUCTION

In the leadership literature, it is a well-known premise that leaders build different
quality relationships with members within a group! (Cashman, Dansereau, Graen, &
Haga, 1976; Dansereau, Graen, & Haga, 1975; Dienesch & Liden, 1986; Graen & Uhl-
Bien, 1995). This is partly because internal selection processes and competition for the
limited resources and opportunity (e.g., pay increases and promotions) require that
leaders make distinctions among their employees (Sparrowe & Liden, 1997). However,
members may not always react favorably to the different and unique relationships the
leader develops with each team member. It may be because, when members have
different quality relationships with the leader, members are likely to be more concerned
with whether they have a high quality relationship with the leader and compare one’s
relationship quality to others’ (Henderson, Wayne, Shore, Bommer, & Tetrick, 2008;
Vidyarthi, Liden, Anand, Erdogan, & Ghosh, 2010). In other words, members have a
strong tendency to engage in social comparison processes to know whether they are being
well treated by the leader. Thus, the leader’s differentiation among group members may
lead to feelings of unfairness and a breakdown of group cohesion and cooperation.

Consistent with this debate, in the leadership literature, theoretical rationale and
empirical findings are controversial with regard to whether leaders’ differential
treatments of group members help or hurt group effectiveness (Anand, J. Hu, Liden, &
Vidyarthi, 2011). For example, some scholars have suggested leaders’ differentiation

helps group effectiveness and motivates individual effort (e.g., Halevy, Chou, Galinsky,

1 Groups and teams are sometimes distinguished from each other, and some researchers
noted that they differ in terms of the degree of interdependence, such that teams refer to
the groups that develop a high degree of interdependence. However, many researchers
have not differentiated these two terms (Cohen & Bailey, 1997; Morgeson, DeReu, &
Karam, 2010). Consistent with the second set of researchers, | will use the terms group
and team interchangeably.



2011; Liden & Graen, 1980), while others have suggested it hurts social cohesiveness and
solidarity among group members (e.g., Hooper & R. Martin, 2008; Northouse, 2010;
Scandura, 1999; Wu, Tsui, & Kinicki, 2010), and thus, group efficiency (Beal, Cohen,
Burke, & McLendon, 2003).

This controversy has to be reconciled given that groups and teams are now central
to organizational success and team leadership has been an emerging area in the
management literature (Mathieu, Maynard, Rapp, & Gilson, 2008; Morgeson, DeRue, &
Karam, 2010). Moreover, because teams are interdependent, understanding differentiated
leader-member relationships in the team context is complicated and needs closer
investigation. As such, the fundamental question that is the focus of the current study is

as follows:

Can leaders optimize team performance by forming differentiated relationships
with each of their followers without suffering negative consequences due to team
members’ feelings of unfairness or dissatisfaction?

A relevant theory that would help to address this issue of how leaders could
effectively make “reliable and credible” distinctions among team members is leader-
member exchange (LMX) theory. LMX theory is built upon the assumption that the
leader and member develop unique relationships with each other (Cashman et al., 1976;
Dansereau et al., 1975). According to LMX theory, the quality of this exchange
relationship, or LMX, can be defined in terms of affect, loyalty, contribution, and
professional respect (Liden & Maslyn, 1998). LMX differentiation is defined as “a
process by which a leader, through engaging in differing types of exchange patterns with
subordinates, forms different quality exchange relationships (ranging from low to high)
with them” (Henderson, Liden, Gilbkowski, & Chaudhry, 2009, p. 519). It has been
operationalized as the standard deviation (Nishii & Mayer, 2009; M. Stewart & Johnson,
2009) or variance (Erdogan & Bauer, 2010; Liden, Erdogan, Wayne, & Sparrowe, 2006)
of LMX ratings within a group. Despite LMX theory originating more than 35 years ago,

LMX differentiation research still remains underdeveloped, its empirical evidence is



equivocal with regard to whether LMX differentiation helps or hurts group effectiveness,
and very little is known about why and when LMX differentiation increases group
effectiveness (Anand et al., 2011).

Building upon LMX theory, this study will address the fundamental issue of
“whether leaders should or should not differentiate among their members” (Sparrowe &
Liden, 1997, p. 544) at the group level by examining the effect of LMX differentiation on
group effectiveness. Group effectiveness is captured by two indicators: group
performance (i.e., the extent to which the group accomplishes goals and expectations
about task duties) and group viability (i.e., “a team’s potential to retain its members
through their attachment to the team, and their willingness to stay together as a team”;
Balkundi & Harrison, 2006, p. 52). In particular, | examine LMX differentiation from
both the leaders’ and group members’ perspectives and expect that leaders’ perspective
on LMX differentiation is positively related to group performance (i.e., task-related
aspect of group effectiveness) whereas members’ perspective on LMX differentiation is
negatively related to group viability (socio-emotional aspect of group effectiveness). In
addition, this study examines the mediating and moderating processes that may explain
why and when LMX differentiation relates to group effectiveness.

In the sections that follow, first, | will briefly review LMX theory. Next, | will
explain why leaders’ and members’ perspectives of LMX differentiation are important.
Then, 1 will delineate a research model that includes the influences of both leaders’ and
members’ perspectives of LM X differentiation on group performance and group viability.

Finally, I will discuss the contributions of the proposed study.

Leader-Member Exchange Theory

Leader-member exchange theory (Graen & Uhl-Bien, 1995) takes a relationship-
based approach to explain leadership processes and outcomes and emphasizes that both

the leaders and members develop the dyadic exchange relationship to generate bases of



leadership influence (Gerstner & Day, 1997; Graen & Uhl-Bien, 1995; Schyns & Day,
2010; Uhl-Bien, 2006). The fundamental premise of LMX theory (Graen & Uhl-Bien,
1995) is that leaders develop different types of mutual and reciprocal exchange
relationships with their members. LMX represents the quality of exchange relationships
between the leader and group members. In a low quality relationship, the leader and
member have exchanges based primarily on the formal employment contract, whereas in
a high quality relationship, they have developed mutual trust, loyalty, respect, support,
openness, and honesty (Graen & Scandura, 1987).

Social exchange theory (Blau, 1964) and the norm of reciprocity (Gouldner,
1960) can explain why a higher quality LMX relationship is linked to more favorable
outcomes for members. According to this perspective, when the leader offers the valued
resources to the member (e.g., assigning challenging tasks, sharing information, and
providing socio-emotional support), the member, in turn, may reciprocate by putting forth
greater effort and initiative on tasks and by showing greater levels of satisfaction and
commitment (Liden, Sparrowe, & Wayne, 1997). Previous meta-analytic findings (e.g.,
Gerstner & Day, 1997; llies, Nahrgang, & Morgeson, 2007) support this prediction
showing that high quality LMX relationships positively influence members’ attitudinal
and behavioral outcomes such as job satisfaction, organizational commitment, in-role
performance, and organizational citizenship behaviors (OCBs).

Nonetheless, some critical research questions remain unexamined in the LMX
literature. First, despite the fact that LMX was originally suggested to operate at multiple
levels (e.g., Dansereau, Alutto, Markham, & Dumas, 1982; Gerstner & Day, 1997; Graen
& Uhl-Bien, 1995; Schriesheim, Castro, & Cogliser, 1999), the vast majority of LMX
studies have only examined individual-level perceptions of LMX quality and individual
attitudinal and behavioral outcomes. It should be noted, however, that the vertical dyad
linkage (VDL) model (Dansereau et al., 1975) was originally suggested to explain “how

leaders’ differential treatment of multiple subordinates in a work group influences



activity within the group” (Henderson et al., 2009, p. 517). Group members share a
common leader and thus LMX relationships are nested within a group (Henderson et al.,
2008; Vidyarthi et al., 2010). Further, group-level LMX relationships (e.g., group-mean
LMX [GLMX] and LMX differentiation) can be shaped on the basis of dyadic exchanges
within the group (Henderson et al., 2008) and influence work group climates and group-
level outcomes (e.g., Cogliser & Schriesheim, 2000; Kozlowski & Doherty, 1989;
McClane, 1991; Nishii & Mayer, 2009). Initial research evidence suggests that GLMX
has positive relationships with group outcomes such as cohesiveness (Cogliser &
Schriesheim, 2000), group potency (Boies & Howell, 2006), and group-mean satisfaction
with the leader, their tasks, and coworkers (McClane, 1991). However, the effect of
LMX differentiation, from members’ perspectives, on group performance has been much
more complicated. Most researchers have failed to support that LMX differentiation has
a positive relationship with group performance; instead, they found it is the case only
under certain conditions (Liden et al, 2006; M. Stewart & Johnson, 2009). Theoretical
logic regarding the emergence and effects of group-level LMX relationships is not yet
fully developed, and empirical evidence is scarce. To fill this gap, | propose two group-
level mechanisms (task and socio-emotional mechanisms) to explain why LMX
differentiation impacts two aspects of group effectiveness (i.e., group performance and
group viability). These task-oriented and socio-emotional mechanisms have been
included in models of team effectiveness (Bales, 1950; Mathieu et al., 2008; G. Stewart,
Fulmer, & Barrick, 2005).

Second, the vast majority of studies on LMX have been performed only based
upon members’ perspectives, not leaders’ perspectives (Nahrgang, Morgeson, & llies,
2009; Scandura & Schriesheim, 1994; Wilson, Sin, & Conlon, 2010). This is a critical
omission since LMX relations are theoretically conceptualized as dyadic and reciprocal
meaning that both leaders and members form perceptions of the quality of the

relationship (Greguras & Ford, 2006). The recent meta-analysis by Sin, Nahrgang, and



Morgeson (2009) showed that the correlation between leader-rated and member-rated
LMX is moderate, indicating that leaders and members do not seem to perceive their
quality of LMX in the same ways. Research on the development of LMX relations has
found that LMX quality is determined by such factors as both the leader’s and members’
individual characteristics, their expectations of the exchange, and their assessment of and
reaction to the exchange (Uhl-Bien, Graen, & Scandura, 2000). Thus, we could expect
that leaders and members have different and idiosyncratic characteristics, expectations,
and perceptions regarding the exchange relationship. By examining a dual perspective on
LMX relationships, it will help us better understand how leaders and members build a
high quality of exchange relationships with each other and why they build different types
of LMX relationships within a group (Liden et al., 1997; Nahrgang et al., 2009; Wilson et
al., 2010). Specifically, I suggest, based upon the previous findings (e.g., Engle & Lord,
1997; Maslyn & Uhl-Bien, 2001), that leaders’ ratings of LMX differentiation relate to
task-oriented processes whereas members’ ratings of LMX differentiation relate to socio-
emotional processes.

A third gap in the literature is that only a few LMX studies have been performed
in countries outside of the U.S. (Anand et al., 2011). Thus, there is not a good
understanding regarding whether LMX theory generalizes to other national cultures. In
particular, in their recent review, Anand and colleagues (2011) noted that researchers
have only begun to examine the generalizability of LMX theory across different cultures
(e.g., Aryee & Z. Chen, 2006; Schyns, Paul, Mohr, & Blank, 2005; Varma, Srinivas, &
Stroh, 2005) and the role of cultural values in understanding LMX and its outcomes (e.g.,
Erdogan & Liden, 2006; Schaubroeck & Lam, 2002). National culture and cultural
values are particularly important to understand how leaders and members build a high
quality LMX relationship with each other as well as how leaders or members react to the
LMX relationships of other members (Avolio, Walumbwa, & Weber, 2009). In the

cross-cultural management literature (e.g., Gelfand, Erez, & Aycan, 2007) and leadership



literature (Javidan, Dorfman, de Luque, & House, 2006; Kirkman, G. Chen, Farh, Z.
Chen, & Lowe, 2009), cultural values not only affect individuals’ work experiences but
also shape beliefs regarding what traits and behaviors are expected to be effective leaders
and followers. Thus, the proposed study will fill a gap in the LMX literature by testing
the hypotheses with data collected from both US and South Korean employees.

To summarize, LMX scholars have shown that a high quality LMX is related to
numerous favorable outcomes for individual group members and recently have begun to
examine LMX differentiation as a group-level construct. However, much less research
exists regarding three issues: (a) examination of LMX at the group level, (b) the leaders’
perspective on LMX relationship, and (c) the role of cultural values or societal and
national culture in understanding the antecedents and outcomes of LMX. An especially
critical research gap, as further detailed in the next section, is that research has focused

primarily on the member’s perspective, and not the leader’s perspective.

Importance of a Dual Perspective on Leader-Member

Exchange

There are three reasons to believe that examination of both parties of the dyad is
particularly important in leader-member exchange research. First, we can more fully
understand how leaders and members take different perspectives in developing and
reacting to different quality relationships with each other. LMX theory emphasizes the
mutual and reciprocal relations between two parties of the dyads and its empirical
findings suggest that leaders and members have different perspectives on LMX
development (Greguras & Ford, 2006; Liden & Maslyn, 1998; Nahrgang et al., 2009).
Although Graen and Uhl-Bien (1995) argued that leaders and members are expected to
strongly agree on their LMX quality, extant LMX research has shown that leaders and
members perceive their quality of relationship in different and unique ways (Gerstner &

Day, 1997; Nahrgang et al., 2009; Sin et al., 2009). In an experimental study, for



example, Nahrgang and her colleagues (2009) found that leaders’ and members’
perceptions of their LMX relationship quality are influenced by different individual
characteristics. Specifically, different personality traits influence the LMX quality for
leaders and members: leader agreeableness was positively related to members’
perceptions of LMX quality, while member extraversion was positively related to leaders’
perceptions of LMX quality at the initial LMX development stage. This suggests that
examining both member and leader perspectives will help us better understand how the
quality of LMX relationships are perceived and interpreted differently by leaders and
members. We therefore need to explain “how the unique and relative perspectives from
both parties of the dyad might be related, additively or jointly, to important
organizational outcomes” (Sin et al., 2009, p. 1055).

A second reason to examine both leaders’ and members’ perspectives on LMX
relationships is because it is believed that such an approach will better explain important
work outcomes for leaders and members (Greguras & Ford, 2006; Sin et al., 2010).
Examination of the members’ perspectives on LMX relationships has been fruitful
because it is a lens through which work experiences are viewed and interpreted, and thus
a higher quality of LMX is linked to more favorable outcomes for members (Gerstner &
Day, 1997). Yet leaders also benefit from high quality LMX relationships in many ways,
such as high levels of members’ effort, commitment, loyalty, OCBs, and performance
because such members’ contributions may directly or indirectly impact leader’s pay level
(Wilson et al., 2010), and thus, career progress (Wakabayashi & Graen, 1984;
Wakabayashi, Graen, Graen, & Graen, 1988). Given these favorable outcomes that both
leaders and members gain, they should be willing to develop high quality LMX
relationships with each other (Nahrgang et al., 2009). Furthermore, Greguras and Ford
(2006) demonstrated that members’ work attitudes and behaviors can be more fully
explained by examining both leaders’ and members’ perspectives: the members’ ratings

of LMX quality explained incremental variance in members’ organizational commitment



and job involvement above and beyond the leaders’ ratings of LMX quality, and the
leaders’ ratings of LMX quality explained incremental variance in members’ job
involvement, in-role performance, and OCBs above and beyond the members’ ratings of
LMX quality. Consistent with their findings that member-rated and leader-rated LMX
more strongly contributed to different outcomes, with the exception of job involvement, |
propose that leader-rated and member-rated LMX differentiation are associated with
different measures of group effectiveness.

Third, the leaders’ perspective on social exchange relationships such as LMX
relations is particularly important because the leader is typically regarded not only as an
interpersonal exchange partner but also as a symbolic representative of the organization
(Henderson et al., 2008). Understanding the leaders’ perspective on LMX relationships
helps members to know how their leaders, as a representative of the organization, view
members’ contributions and influence the quality of their relationships (Nahrgang et al.,
2009). Member-rated LMX quality is often closely and positively related to their work
experiences (Gerstner & day, 1997) and perceptions regarding how the organization
treats them (Wayne, Shore, & Liden, 1997). In other words, members may infer the
quality of organizational treatments from their LMX quality perceptions. Understanding
the leaders’ perspective on LMX relationships means that members are likely to know
what aspects of their contributions are valued and rewarded by the leader, which implies
how the organization views members’ effort and contributions. Thus, members can
invest their time and effort more effectively while accomplishing their goals and
objectives. For this reason, how the leader views the employee-organization
relationships affects employees’ levels of attitudes and behaviors such as affective
commitment, task performance, and OCBs (Tsui, Pearce, Porter, & Tripoli, 1997).
Consistent with this rationale, psychological contract research has emphasized the leader
perceptions of and attributions for psychological contract breach (e.g., Z. Chen, Tsui, &

Zhong, 2008; Lester, Turnley, Bloodgood, & Bolino, 2002; Morrison & Robinson, 2004;
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Rousseau, 1989; Tekleab & Taylor, 2003). Specifically, Morrison and Robinson (2004)
suggested that by understanding how leaders and members are different in their
perceptions of psychological contract fulfillment and breach, they can not only allocate
energy and resources effectively but also reduce the likelihood of misunderstood conflict
and tension. In sum, for the above three reasons, | will examine LMX differentiation

within a group from both leaders’ and members’ perspectives in this study.

Purpose of the Study

The primary purpose of this study is to determine whether, why, and when leader-
member exchange differentiation in a work group enhances group effectiveness by
examining the following questions:

(1) Does leader-rated and member-rated LMX differentiation each affect group

effectiveness?

(2) By what mechanisms does leader- and member-rated LMX differentiation

influence group effectiveness?

(3) When does leader- and member-rated LMX differentiation enhance or hurt

group effectiveness?

The proposed model is shown in Figure 1. The model proposes that LMX
differentiation influences group effectiveness; members’ perspective on LMX
differentiation relates to group viability (i.e., socio-emotional aspect of group
effectiveness) whereas leaders’ perspective on LMX differentiation relates to group
performance (i.e., task-related aspect of group effectiveness). Specifically, the proposed
model takes into account dual processes such that member-rated LMX differentiation
influences socio-emotional mechanisms and outcomes, and leader-rated LMX
differentiation influences task-related mechanisms and outcomes of group effectiveness.

In addition, the model suggests some boundary conditions in which the positive impact of
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LMX differentiation on group effectiveness may be amplified and its negative impact
may be buffered.

First, as explained further below, member-rated LMX differentiation is proposed
to decrease group viability in general, and this negative relationship will vary depending
on certain situations (e.g., Liden et al., 2006; M. Stewart & Johnson, 2009). On the other
hand, | propose that leader-rated LMX differentiation will be positively related to group
performance. This is because leaders are primarily concerned with group task and
productivity (Maslyn & Uhl-Bien, 2001) and build differentiated relationships with
members based on their perceptions of members’ capabilities, trustworthiness, and
motivation to take greater responsibility (Leana, 1986; Liden & Graen, 1980). As a result,
the differentiated LMX relationships within a group are suggested to be functional to the
leader and group effectiveness (Dansereau et al., 1975). Although this rationale seems
convincing, empirical research has yet to test this prediction.

With regards to the second question, | propose two processes that explain the
relationship between LMX differentiation and group effectiveness. Specifically, |
propose that member-rated LMX differentiation influences group viability via socio-
emotional group mechanisms such as relationship conflict (i.e., interpersonal dislike,
tension, and friction among group members as well as feelings of annoyance, frustration,
and irritation; Jehn & Mannix, 2001) and group potency (i.e., group members’ shared
belief that group members as a whole can be effective; Shea & Guzzo, 1987), whereas
leader-rated LMX differentiation influences group performance via task-related processes
such as group role clarity (i.e., “the process of defining and specifying team members’
tasks or role functions and job responsibilities within a team) and group coordination (i.e.,
“the process of orchestrating the sequence and timing of interdependent actions”; Marks,

Mathieu, & Zaccaro, 2001, p. 367-368).
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More specifically, as several researchers have suggested, high LMX
differentiation triggers justice concerns among group members (Erdogan & Bauer, 2010;
Sias & Jablin, 1995): when LMX relationships are highly differentiated, group members
are likely to be concerned with whether differential treatments by the leader are fair
(Henderson et al., 2009) and whether s/he has a close or distant relationship with the
leader (Henderson et al., 2008; Vidyarthi et al., 2010). Through the sense-making and
social comparison process, LMX differentiation for members can increase competition
and decrease cooperation among group members (cf. J. D. Shaw, Gupta, & Delery, 2002).
As a result, members in a high LMX differentiation group would experience more
conflict (Hooper & R. Martin, 2008) and feel less confident in the capability of their team
to successfully accomplish its goals and objectives. Accordingly, | expect these justice
concerns will relate to a socio-emotional aspect of group effectiveness. Hence, | propose
that relationship conflict and group potency mediate the negative relationship between
LMX differentiation and group viability.

In contrast, leader-rated LMX differentiation, which has received much less
research attention than member-rated LMX differentiation, may work differently. In
particular, there is no compelling research evidence to conclude that leaders would be
concerned with fairness issues and engage in social comparison processes when s/he has
highly differentiated LMX relationships with group members. Instead, from the leader’s
perspective, LMX differentiation may facilitate development of the task-related structures
within a group. Role theory suggests that leaders differentiate among group members in
order to create role differentiation and to increase perceived legitimacy, thereby leading
to greater group performance (Dienesch & Liden, 1986; Liden et al., 2006). In other
words, one feasible group mechanism is that for the leader, high LMX differentiation
within a group may reflect that s/he does differentiate group members’ roles based on
their capabilities and dependability (Leana, 1986; Liden & Graen, 1980) in order to

achieve group goals and objectives more effectively. Through differentiation processes,
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leaders are likely to identify, prioritize, clearly communicate team goals, and effectively
assign tasks and roles (Marks et al., 2001). Thus, | propose that role clarity and group
coordination will mediate the positive relationship between leader-rated LMX
differentiation and group performance.

With regards to the third research question, | propose several moderators of the
effect of leader- and member-rated LMX differentiation on group performance and group
viability. This is particularly important given the inconsistencies across empirical
findings on LMX differentiation and group effectiveness (Anand et al., 2011; Chae &
Lee, 2010; Liden et al, 2006; M. Stewart & Johnson, 2009). Building upon LMX theory
and the vertical dyad linkage (VDL) model, | suggest that leader-rated LMX
differentiation facilitates task-oriented group processes if LMX differentiation is regarded
to be based on credible and legitimate reasons. The most fundamental proposition of the
VDL model (Dansereau et al., 1975) is that LM X differentiation helps improve unit
functioning because of its basis upon merit, which means, at least from the leader’s
perspective, that LMX differentiation occurs based upon equity principles. The equity
principles represent the notion that the input-output ratio should be equal across group
members (Adams, 1965). Therefore, if group members’ inputs and outputs are evaluated
and rewarded in reliable and credible ways, leaders” LMX differentiation may be even
more strongly and positively related to task-oriented group processes. | suggest two
situations as follows.

One situation is when group members’ expertise is highly distributed (i.e., team
members bring the different amount of expertise, job knowledge, or information to team
task accomplishment and decision making; Hollenbeck, llgen, Sego, Hedlund, Major, &
Phillips, 1995). In such groups, there is greater need for the leader to clearly identify and
quantify each member’s contribution, and coordinate the group members’ contributions
in order to achieve group goals and objectives. The other situation is when the leaders

have a good relationship with their own superiors, termed leader-leader exchange (LLX;
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Tangirala, Green, & Ramanujam, 2007; Venkataramani, Green, & Schleicher, 2010).
When leaders have developed a high quality of upward exchange relationships with their
supervisors, they are likely to have better opportunities to get sufficient resources, power,
and authority. Thus, they can offer more benefits to the more dependable members
(Erdogan & Enders, 2007; Pelz, 1951; Tangirala et al., 2007; Venkataramani et al., 2010)
by making reliable and credible differentiation (Dienesch & Liden, 1986). In such
contexts, leader-rated LMX differentiation may increase members’ efforts to accomplish
group goals and objectives and help the leaders coordinate task-related group processes,
which in turn leads to greater likelihood of high group performance.

| further expect that member-rated LMX differentiation will be less detrimental to
socio-emotional group processes if members are less concerned with the fairness of LMX
differentiation, which is consistent with empirical findings on member-rated LMX
differentiation (e.g., Erdogan & Bauer, 2010). It should be noted, however, that fairness
and legitimacy judgments are likely to be made in heuristic and automatic ways, rather
than controlled and systemic ways (Lind, 2001). That is, group members tend to rely on
social cues (e.g., coworkers), overall impressions, and cognitive schemas or implicit
theories and to regard the leader’s treatments as fair in heuristic and automatic ways.
Then they may be free from controlled and systematic fairness and legitimacy judgments.
Under certain conditions, therefore, members are less likely to be concerned with fairness
issues and less likely to make systematic judgments regarding whether their leader
develops differentiated LMX relations in reliable and credible ways. This may be due to
the demanding nature of social interactions (Lord & Maher, 1991), and heuristic
information processing makes members free from cognitive busyness, which otherwise
leads them to calculate and compare all the possible alternatives (Lind, 2001). As a result,
group members’ values and leader prototypicality (i.e., the extent to which the leader
represents “our’” group) can be used as an anchor in whether members engage in

systematic fairness and legitimacy judgments of LMX differentiation (Naumann &
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Bennett, 2000; Ullrich, Christ, & van Dick, 2009; Yang, Mossholder, & Peng, 2007).
Therefore, | propose two conditions where group members are less concerned with the
fairness of LMX differentiation, thus making LMX differentiation less detrimental to
socio-emotional group processes.

One is when group members have high power distance orientation (i.e., members,
on average, expect and accept the unequal distribution of power between leaders and
members as inherent; Hofstede, 1980; Yang et al., 2007). Another is when members
identify their leader with our group (i.e., leader prototypicality; van Knippenberg &
Hogg, 2003). If members endorse the unequal distribution of power, they would be more
likely to believe that the leader has a prerogative to differentiate group members
(Schwartz, 1992; Yang et al., 2007). Also, if members perceive their leaders as a
representative of their group, they would be more willing to endorse and trust him or her
as their leader (Platow & van Knippenberg, 2001; Ullrich et al., 2009). This may make
members less sensitive to whether LMX differentiation is based upon fair treatment by
the leader, and consequently group members are less likely to experience relationship
conflict and to lose their confidence in performing tasks as a group. | will explicate the

theoretical logic underlying these predictions in Chapter 3.

Contributions of the Study

The proposed research attempts to make three contributions to the literature by
considering both leaders’ and members’ perspectives to examine the effect of LMX
differentiation on group performance and group viability and its group-level mediators
and moderators. First, this study provides a theoretical framework to understand the
LMX differentiation-group effectiveness relationship at the group level. Specifically, |
suggest two broad and fundamental mechanisms (task and socio-emotional perspectives)
(Kabanoff, 1991; Katz & Kahn, 1978) from which to understand the effect of LMX

differentiation on group effectiveness. In doing so, I examine group effectiveness from
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two sides: group performance (task-related production) and group viability (maintenance
of socio-emotional bonds). Further, I suggest LMX differentiation as exerting conflicting
influences on group effectiveness; it increases group performance from leaders’
perspectives but decreases group viability from members’ perspectives. In addition, this
study also provides empirical findings regarding when LMX differentiation is more
positively related with group performance and less negatively related with group viability.
Examination of the task and socio-emotional categorization will help to understand LMX
differentiation better by providing a more parsimonious and fundamental framework,
thereby indicating how differentiation should be enacted to increase group effectiveness:
“greater productivity gain and less solidarity loss”.

Second, this study will contribute to the team and leadership literatures by
examining how leaders differentiate among group members in order to increase group
performance. The group-level approach to LMX (e.g., Nishii & Mayer, 2009;
Schriesheim et al., 1999; Vidyarthi et al., 2010) will make it possible to examine
Dansereau et al.’s (1975) original conceptualization of LMX differentiation as a group-
level construct and further test whether, why, and when LMX differentiation has a unique
influence on group performance and viability above and beyond group-level mean LMX
(GLMX). Examination of the mediators and moderators will explain why and when
LMX differentiation helps or hurts group performance and viability, and thereby shed
light on the relevant team leadership literature (e.g., transformational leadership) in which
differentiated leadership within a group has been known to hurt group performance (e.g.,
Wu et al., 2010).

Third, this study addresses one key research gap in the LMX literature: the lack of
leader-oriented research (Liden et al., 1997; Wilson et al., 2010). A high quality LMX is
not only important to members but also to leaders (Wakabayashi & Graen, 1984;
Wakabayashi et al., 1988; Wilson et al., 2010). To completely understand the mutual and

reciprocal nature of LMX relationships, both the leader and members must be taken into
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account (Greguras & Ford, 2006; Nahrgang et al., 2009; Sin et al., 2009). Likewise, at
the group level, the present study extends the LMX literature, by examining how the
leader and members are different in perceiving and interpreting their differentiated LMX

relationships and thereby its influence on group effectiveness.

Research Context

In the present study, the data will be obtained from the US and South Korea.
These two countries have different cultural values. The US culture is characterized as
individualism which emphasizes independent self and personal goal attainment. South
Korean culture is, on the other hand, characterized as relationism (or relational
collectivism) which emphasizes harmonious interpersonal relationships and mutual
cooperation with only closely connected people (Igarashi et al., 2008). As such, we could
expect group dynamics between in- and out-group members to be much more prominent
and complicated in South Korea. South Korea is also a high power distance society
(Hofstede, 1991) where leaders have greater influence on how groups function (e.g.,
Schaubroeck, Lam, & Cha, 2007). Therefore, the study also attempts to fill a research gap
in the LMX literature in that there has been minimal LMX differentiation research in the

East Asian context (Liao, Liu, & Loi, 2010, for exception).
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CHAPTER II
LITERATURE REVIEW

This chapter presents a review of the theories and empirical research that provide
a foundation to my proposed theoretical model. | first review leader-member exchange
theory and LMX differentiation literature. Second, | explain why leaders’ ratings of
LMX are different and unique from members’ ratings, suggesting that leaders have a
more task-oriented view whereas members have a more socio-emotional view toward the
dyadic exchange relationship. Third, I review the research on team dynamics. This
review focuses on the research that has examined task and social-emotional processes
within a group that impact group effectiveness. | review the teams and leadership

research in relation to LMX theory.

Overview of Leader-Member Exchange Theory

Leader-member exchange theory has focused on the quality of the exchange
relationship between the leader and member (Gerstner & Day, 1997; Graen & Uhl-Bien,
1995; Liden et al., 1997; Uhl-Bien, 2006). Dansereau and colleagues (1975) originally
developed the vertical dyadic linkage (VDL) model to explain why different types of
relationships develop between the leader and members within work units. In out-group
exchanges, leaders and members usually exchange material goods and resources only
based on the employment contract. On the other hand, within in-group exchanges,
leaders and members are willing to build the exchange relationship beyond what is
specified in the formal contract, including the exchange of both material and non-material
goods and resources (Liden et al., 1997). Based on this VDL conceptualization, high
LMX quality relationships (i.e., in-group exchanges) are defined as the exchange
relationship between the leader and members characterized by the physical and mental
effort, mutual trust, loyalty, respect, emotional support, openness, and honesty (Graen &

Scandura, 1987), whereas low LMX quality relationships refer to out-group exchanges
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and a lack of effort, trust, etc. Over the past three decades, much empirical research has
been conducted on the VDL model and LMX in particular.

Several reviews and meta-analyses have been conducted to summarize these
research findings and suggest future research questions in the LMX literature. In a
seminal review, Graen and Uhl-Bien (1995) noted that LMX theory has evolved through
four stages: vertical dyad linkage, LMX, leadership making, and team-making
competence network. In the first stage (VDL), the primary question that researchers
focused on was whether “effective supervision” (defined as the average leadership style
suggested by the Ohio State and Michigan studies) could be applied to all group members.
Contrary to the assumptions of the average leadership style, the empirical research
generally found that leaders do tend to develop different quality of LMX relationships
with their members (Dansereau, Cashman, & Graen, 1973; Dansereau et al., 1975; Graen
& Cashman, 1975). In particular, these early VDL research findings showed that
significant variation exists in group members’ responses to their leader behaviors and the
quality of LMX (Graen & Uhl-Bien, 1995), thus, leadership processes occur at the dyadic
level within a group. The VDL researchers also speculated that the reason why leaders
build differentiated LMX relations with different group members is because it allows
them to effectively use their limited time and resources to facilitate work unit functioning
(Dansereau et al., 1975; Dienesch & Liden, 1986; Graen & Uhl-Bien, 1995).

In the second stage, researchers began to examine the antecedents and outcomes
of LMX quality. The focus shifted from a description of differentiated LMXs within a
group to understanding how the dyadic relationships between the leader and members are
developed and also whether high LMX relationships lead to favorable organizational
outcomes. In terms of LMX development, Graen and Scandura (1987) proposed the role
making process to explain how LMX relationships are formed. The role making process
includes three stages: role taking, role making, and role routinization. First, the member

takes the roles from the leader and the leader tests the member’s potentials and
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capabilities. Second, each leader and member define and make the roles. That is, the
leader typically provides an opportunity for the member to perform unstructured work
tasks. If the opportunity is accepted by the member, their dyadic relationship would
develop in to a high quality LMX over time (Liden et al., 1997). Finally they have clear
mutual expectations for each other’s roles through collaboration on tasks and thus the
quality of LMX relationship matures over time. Based upon the role making model,
many empirical studies have found that the members’ ability, competence, and initial
performance are important antecedents of LMX development (e.g., Day & Crain, 1992;
Dockery & Steiner, 1990; Liden, Wayne, & Stilwell, 1993).

Furthermore, based upon attribution theory, role theory, social exchange, and
upward influence, Dienesch and Liden (1986) provided an integrated model that
proposed various leader characteristics and member characteristics that may influence the
development of LMX. They also emphasized the role of attributions that the leader and
members make in the role making processes; the leader makes attributions regarding the
member’s performance and the member makes attributions regarding the leader’s role
assignments in an attempt to explain other party’s behaviors (Liden et al., 1997). Given
the role of attributions, it has been shown that LMX development processes are impacted
by members’ upward influence tactics and both leaders’ and members’ liking of each
other as well as members’ performance (e.g., Deluga & Perry, 1991, 1994; Dockery &
Steiner, 1990; Liden et al., 1993; Wayne & Ferris, 1990).

With regards to the outcomes of LMX, social exchange theory and the norm of
reciprocity (Blau, 1964; Gouldner, 1960) are the primary theories used by most
researchers to explain why LMX quality relates to positive member outcomes. The
theory argues that members reciprocate the leaders’ favorable treatments by putting forth
more effort “over and above that specified by the employment bargain” (Graen, 1976, p.
1224). Most of the research supported social exchange theory explanations for why

LMX quality is positively related to members’ outcomes, such as performance (e.g.,
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Judge & Ferris, 1993; Liden & Graen, 1980; Scandura & Schriesheim, 1994; Vecchio &
Gobdel, 1984), reduced turnover (e.g., Ferris, 1985; Vecchio, Griffith, & Hom, 1986), job
satisfaction (e.g., Dansereau et al., 1975; Liden & Graen, 1980; Vecchio et al., 1986),
organizational commitment (e.g., Nystrom, 1990; Settoon, Bennett, & Liden, 1996), and
organizational citizenship behavior (e.g., S. Anderson & Williams, 1996; Settoon et al.,
1996). Specifically, in their meta-analysis, Gerstner and Day (1997) concluded that
“LMX is consistently correlated with member job performance, satisfaction (overall and
supervisory), commitment, role perceptions, and turnover intentions” (p. 836). In
addition, Ilies and his colleagues’ (2007) meta-analysis showed that LMX quality is
positively related to members’ OCB. In sum, the second stage of LMX research has
uncovered an impressive number of antecedents and outcomes to LMX quality.

In the third stage, some researchers challenged the VDL assumptions that leaders
develop a high quality of LMX relationships with only some group members. Instead,
Graen and colleagues (Graen, Novak, & Sommerkamp, 1982; Graen, Scandura, & Graen,
1986; Scandura & Graen, 1984) argued that leaders may develop a high quality LMX
with all group members over time. In these studies, the authors found that if leaders were
trained to make an offer to develop a high quality relationship to all the group members,
the members who accepted the offer by the leader increased their performance
dramatically (Graen & Uhl-Bien, 1995). Building upon this finding, the Leadership
Making model by Graen and Uhl-Bien (1991) suggested that each LMX relationship
between the leader and member can mature. In their model, the LMX development
processes begin with a “stranger” phase, move to the “acquaintance” phase, and finally
grow to the “mature partnership” phase. As LMX relationships mature, the LMX quality
is increased and the type of dyadic exchanges is changed from economic-based
exchanges to social exchanges (Graen & Uhl-Bien, 1991, 1995). Thus, the core
argument of the mature partnership stage is that, given the beneficial organizational

outcomes of positive LMX relationships, leaders should be encouraged to make an offer
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influential, and charismatic they are perceived as group leaders (Platow & van
Knippenberg, 2001; van Knippenberg & van Knippenberg, 2003, 2005). Their findings
suggest that because non-prototypical leaders are less likely to be perceived as group-
oriented, they must demonstrate more group-oriented (Platow & van Knippenberg, 2001)
and self-sacrificial behaviors (van Knippenberg & van Knippenberg, 2005) to increase
group productivity and be rated as effective leaders by group members. Furthermore,
empirical findings have also shown that fair treatments of group members by a
prototypical leader have a greater influence on group members’ cooperation (De Cremer,
van Dijke, & Meyer, 2010) and that group members endorse prototypical leaders even
when they enact unfair procedures (Ullrich et al., 2009).

Therefore, based upon these findings, LMX differentiation enacted by a
prototypical leader is less likely to be perceived by members as based on the leader’s
self-interest, personal bias, or negative affectivity because group members believe that
their leader’s disposition is group-oriented (cf. van Knippenberg & van Knippenberg,
2005). In other words, if the leader is perceived as prototypical, LMX differentiation is
less likely to be regarded as unfair; even if it is perceived unfair, its negative influences
on the socio-emotional group processes may be mitigated (Erdogan & Bauer, 2010).
This is because prototypical group leaders are not only perceived as more effective
leaders but also more trusted to value the group’s best interest (Platow & van
Knippenberg, 2001; van Knippenberg & Hogg, 2003; van Knippenberg & van
Knippenberg, 2003, 2005). Therefore, LMX differentiation enacted by a prototypical
leader would provoke less relationship conflict among group members and would be less
detrimental to the shared belief of group members regarding their capability as a group
because members believe such leaders are “one of them.”

Hypothesis 8a: The relationship between member-rated LMX differentiation and

relationship conflict is moderated by leader prototypicality, such that the negative
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relationship between member-rated LMX differentiation and relationship conflict
is weaker when the leader is more prototypical.

Hypothesis 8b: The relationship between member-rated LMX differentiation and
group potency is moderated by leader prototypicality, such that the negative
relationship between member-rated LMX differentiation and group potency is

weaker when the leader is more prototypical.

Summary of Chapter Il

Based upon the previous research findings and theoretical rationale described in
the preceding chapter, research hypotheses were developed in this chapter. These
hypotheses attempt to test whether, why, and when leader—-member exchange
differentiation is related to group effectiveness. To explicate the effects of LMX
differentiation on group performance and group viability, four group processes were
proposed that mediate the effects of leader- and member-rated LMX differentiation on
group performance and viability. The fundamental argument is that leader-rated LMX
differentiation increases the task-related aspect of group effectiveness (i.e., group
performance) by facilitating the two task-related processes (i.e., group role clarity and
coordination) whereas member-rated LMX differentiation decreases the socio-emotional
aspect of group effectiveness (i.e., group viability) by increasing relationship conflict and
decreasing group potency.

Building upon the notion that LMX differentiation should be equitable and fair in
order to help groups function effectively, several boundary conditions were suggested,
including team distributed expertise, leaders” upward exchange relationships (i.e., leader-
leader exchange), leader prototypicality, and group power distance. Specifically, highly
distributed expertise within a team and high quality of leaders’ LLX are expected to
create contexts in which the leader must and can identify team members’ roles as well as

coordinate group members’ contributions, thereby making LMX differentiation by the
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leader more reliable and credible. Meanwhile, group power distance and leader
prototypicality are expected to create group contexts in which group members are less
concerned with fairness issues, thereby leading them to perceive that LMX differentiation
is not enacted due to the leader’s personal bias, self-interest, and negative affectivity. In
order to test the ten identified hypotheses, a field study with a survey will be conducted.
The following chapter describes the samples, measures, and analytical strategies used to

test the proposed hypotheses.
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CHAPTER IV
METHODS

This chapter describes the study participants, procedures, research design,

measures, and analytical procedures used to test the hypothesized model as depicted in

Participants and Procedures

I recruited a total of 767 team members from 121 work teams in five
organizations in South Korean and the United States for survey participation. These five
organizations have formally implemented work teams, including tax and auditing teams,
financial service teams at the general hospital, research and development teams and
business planning teams at two manufacturing companies. Data were collected from
three different sources (team members, team leaders, and upper-level supervisors) at two
points in time (with 3-month time lag). By adopting this design, | intend to bolster causal
inference regarding the effect of LMX differentiation on the group effectiveness variables
and reduce common method bias between the exogenous and endogenous variables.

At Time 1, surveys were administered, separately, to team leaders and members.
South Korean employees completed paper-based surveys and the US employees
completed web-based surveys as requested by the participating companies. The South
Korean employees received the paper-based survey packet (which includes the team
member survey, recruiting letter, and a return envelope with the paid postage stamp) via
postal mail, and the US employees received the link to the web-survey via electronic mail.
Team members were asked to rate his or her quality of leader-member exchange
relationship with the team leader, the two moderator variables (power distance orientation
and perception of leader prototypicality), four types of group processes (group role
clarity, coordination, relationship conflict, and group potency), and demographics and
other control variables. Once the team member has completed this Time 1 survey, | sent

the team leader survey packet (which includes the team leader survey, recruiting letter,
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and a return envelope) to the South Korean team leaders and the link to the web-survey to
the US team leaders via electronic mail. Team leaders were asked to rate the quality of
LMX relationship with each group member, the two moderator variables (distributive
expertise and his or her quality of upward exchange relationship with the upper-level
supervisor, LLX), and demographics.

Four hundred twenty two (422) team members (56.1%) from a total of 110 teams
completed their Time 1 survey. Ninety three team leaders (84.5%) also completed the
Time 1 survey. After matching the team members’ and leader’s responses, two hundred
eighty six team members from 63 teams (out of 93 teams) provided complete response
data from three or more team members (yielding an effective team response rate of
52.1%).

Three months later, the second surveys were administered to the team members
and team leaders, who participated in the Time 1 surveys, as well as to their upper-level
supervisors. South Korean employees completed paper-based surveys and the US
employees completed web-based surveys as at Time 1. In the second survey, the team
members and upper-level supervisors were separately asked to assess group viability and
group performance, respectively. One hundred eighty six team members (65.0%) and 62
upper-level supervisors (98.4%) completed the Time 2 surveys. After matching their
responses, the final sample consists of a total of 57 teams (45 teams from South Korea
and 12 teams from USA,; see Table 1). Each team provided data from at least three team
members (an average of 3.14), one team leader, and one upper-level supervisor and so
they were included in the present analyses in order to adequately test the team-level
hypotheses (e.g., Schneider, White, & Paul, 1995; Tracey & Tews, 2005).

In terms of demographic characteristics, 57 percent of the team members were
male. Their average age was 34.7 years (s.d. = 12.1 years), their average organizational
tenure was 4.21 years (s.d. = 5.85 years), and their average team tenure was 1.78 years

(s.d. = 2.36 years). 80.4 percent of the team members held a bachelor or higher degree,
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and 75.4 percent were Asian. Among the 57 team leaders, 66 percent were male. They
had an average age of 46.6 years (s.d. = 8.73), an average organizational tenure of 7.32
years (s.d. = 8.37 years), and an average of team tenure of 2.55 years (s.d. = 2.74 years).
61.3 percent of the team leaders held a bachelor or higher degree, and 71.4 percent were

Asian.

Table 1 Sample Composition

Organizations The number of teams Nation

Company 1 (Tax and Auditing) 32 South Korea

Company 2 (Manufacturing) 4 South Korea

Company 3 (Tax and Auditing) 3 USA

Company 4 (Manufacturing) 9 South Korea

Company 5 (Financial services) 9 USA
Measures

Established, valid, scales were used to measure all variables. For the South
Korean employees, the scale items were translated into Korean. To verify the
appropriateness and accuracy of translation of survey items, the items were translated and
back-translated into Korean by two different people fluent in English and Korean
(Brislin, 1980).

Member-rated leader-member exchange. The member’s perception of leader-
member exchange was assessed with the LMX-MDM (Liden & Maslyn, 1998). LMX-
MDM is a 12-item measure which has four subscales with three items each: Affect (e.g.,

“I like my supervisor very much as a person”), Loyalty (e.g., “My supervisor defends my
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work actions to a superior, even without complete knowledge of the issue in question”),
Contribution (e.g., “l do work for my supervisor that goes beyond what is specified in my
job description”), and Professional respect (e.g., “I am impressed with my supervisor’s
knowledge of his/her job”). The construct validity evidence of this scale has been
reported in the previous studies (e.g., Greguras & Ford, 2006; Liden & Maslyn, 1998;
Sparrowe et al., 2006). These studies have demonstrated that the four sub-dimensions
load onto a higher-order LMX factor.

Supporting this, a second-order confirmatory factor analysis (CFA) in this study
revealed that the four dimensions loaded on a second-order factor (ys ranged from .71
to .93), and this second-order factor structure fit the data relatively well (,* = 149.95, df =
50; comparative fit index [CFI]=.96; Tucker—Lewis index [TLI]=.95; root mean square
error of approximation [RMSEA] = .09; standardized root-mean-square residual
[SRMR]=.06). Accordingly, | aggregated the 12 items to measure overall LMX. In the
previous studies using this LMX-MDM scale, internal consistency reliability (o) for the
aggregated scale was .94 (e.g., Erdogan, Liden, & Kraimer, 2006; Kraimer, Seibert,
Wayne, Liden, & Bravo, 2011). Coefficient alphas for the Affect, Loyalty, Contribution,
and Professional respect dimensions were .90, .74, .57, and .89, respectively in the
organizational employee samples (Liden & Maslyn, 1998). In this study, coefficient
alpha for the aggregated scale was .93, and those for the Affect, Loyalty, Contribution,
and Professional respect dimensions were .90, .86, .81, and .94, respectively.

Leader-rated leader-member exchange. To assess leader-rated leader-member
exchange, | used the SLMX-MDM developed by Greguras and Ford (2006) based on
LMX-MDM. SLMX-MDM is also a 12-item measure which has four subscales with
three items each: Affect (e.g., “I like my subordinate very much as a person”), Loyalty
(e.g., “My subordinate defends my decisions, even without complete knowledge of the
issue in question”), Contribution (e.g., “l provide support and resources for my

subordinate that goes beyond what is specified in my job description”), and Professional
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respect (e.g., “I am impressed with my subordinate’s knowledge of his/her job”). In
Greguras and Ford (2006), internal consistency reliability (o) for the aggregated scale
was .90. Also, their CFA result revealed that the higher-order factor solution (all four
dimensions are loaded on a single higher-order factor) fitted the data well ( (50) =
125.93, p <.05, CFI =.97, normed fit index [NFI] = .95, goodness of fit index [GFI] =
.95, adjusted goodness of fit index [AGFI] = .92, and RMSEA = .06). The reliabilities
(o) for the Affect, Loyalty, Contribution, and Professional respect dimensions were .85,
.85, .75, and .91, respectively.

Consistently, a second-order CFA result in this study revealed that the four
dimensions loaded on a second-order factor (ys ranged from .69 to .96), and this second-
order factor structure fit the data well (y*= 124.19, df = 50; CFI = .97; TLI =.97; RMSEA
=.07; SRMR =.04). Thus, | aggregated the 12 items to measure overall leader-rated
LMX. The reliabilities (o)) for the aggregated scale, the Affect, Loyalty, Contribution, and
Professional respect dimensions were .94, .90, .88, .86, and .93, respectively.

Group role clarity. Group role clarity was assessed by adopting Rizzo, House,
and Lirtzman’s (1970) 6-item scale. Following Chan’s (1998) “reference-shift
composition” model, | rephrased the items to refer to team members or team members
jobs as a whole. Two example items include “Our team members know what our
responsibilities are,” and “Clear, planned goals and objectives exist for our jobs.” In this
study, coefficient alpha was .91.

Group coordination. Group coordination was assessed by Lewis’s (2003) 5-item
scale. Two example items include “Our team worked together in a well-coordinated
fashion,” and “Our team had very few misunderstandings about what to do.” In her
study, internal consistency reliability (o) ranged from .80 to .91. In this study, coefficient
alpha was .71.

Relationship conflict. The group members reported their perceptions of

relationship conflict within a group by responding to the 3-item measure developed by
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Jehn and Mannix (2001). A sample item is “How much relationship tension is there in
your work group?” All the individual scores will be aggregated to the group level.
Internal consistency reliabilities (as) were .94 in Jehn and Mannix’s (2001) study and .90
in this study.

Group potency. Campion, Medsker, and Higgs’s (1993) 3-item measure was used
to measure group potency. The group members were asked to rate the three items. A
sample item includes “Members of my team have great confidence that the team can
perform effectively.” In their study, internal consistency reliability (o) was .80. In this
study, coefficient alpha was .90.

Leader-leader exchange relationship (LLX). Leaders were asked to rate his or her
LLX using the LMX-MDM (Liden & Maslyn, 1998). A CFA result in this study
revealed that the four dimensions loaded on a second-order factor (ys ranged from .58 to
1.00), and this second-order factor structure fit the data well (*= 59.21, df = 50; CFlI
=.98; TLI =.98; RMSEA = .06; SRMR =.06). Internal consistency reliability (o) for the
aggregated scale was .93, and those for the Affect, Loyalty, Contribution, and
Professional respect dimensions were .85, .88, .84, and .91, respectively in this study.
Thus, 12 items were averaged to indicate the overall LLX construct.

Distributed expertise. | measured distributed expertise by adopting Lewis’s
(2003) scale of specialization. Two example items include “Each team member has
specialized knowledge of some aspect of our project,” and “Different team members are
responsible for expertise in different areas.” The group leaders were asked to assess the
four items. In this study, internal consistency reliability (o)) was .77.

Group power distance orientation. Group members reported their individual
power distance orientation by responding to the 8-item measure originally developed by
Earley and Erez (1997). Example items include “In work-related matters, managers have

a right to expect obedience from their subordinates” and “Employees who often question
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authority sometimes keep their managers from being effective.” In the current study,
internal consistency reliability (o) was .81.

Leader prototypicality. The six items used in van Knippenberg and van
Knippenberg’s (2005) study were used to measure the extent to which group members
perceive their leader to be a representative of the group. Two example items are “This
leader is a good example of the kind of people that are members of my team” and “This
leader represents what is characteristic about the team.” Internal consistency reliability
(o) was .92 in van Knippenberg and van Knippenberg’s (2005) study. In the current
study, internal consistency reliability (o) was .95.

Group performance. Group performance was rated by upper-level supervisors by
using the 3-item measure (Schaubroeck et al., 2007). An example item is “This team gets
its work done very effectively.” The alpha reliability (o) ranged from .90 to .94 in their
study. In the current study, internal consistency reliability (o)) was .87.

Group viability. Using the seven items developed by Hackman (1988), I asked
the team members to rate the extent to which group members are willing to work together
and are satisfied with other members. Two example items are “Members of my team
care a lot about it, and work together to make it one of the best” and “Working with team
members is an energizing and uplifting experience.” In the current study, internal
consistency reliability (o) was .88.

Control variables. Following Spector and Brannick’s (2011) suggestion, we
controlled for the following variables to test the hypotheses. First, group size and group
members’ and leaders’ group tenures (in years) were controlled because these variables
are potentially related with their ratings (perceptions) of group processes and
effectiveness. Second, group-mean LMX was included because means and standard
deviations across groups can be confounded due to its artifactual overlap (Harrison &
Klein, 2007). Thus, it is recommended to statistically control for the within-group mean

of LMX in testing the relationship between the LMX differentiation (operationalized as
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the standard deviation within a group) and other variables. Finally, four dummy
variables were created and controlled for as a categorical variable. When testing the
hypotheses, only the control variables that were significantly correlated with the group
effectiveness outcomes were included so as to conserve statistical power: this included
three organization dummy variables and the within-group means of member and leader
ratings of LMX (see and Table 6 in the next chapter).

The coefficients of alpha for all the scales from the South Korean and US samples

are presented in Table 2 for informational purpose.

Data Aggregation

In the current study, all the hypotheses are to be tested at the group level, and
some of the study variables are to be aggregated to measure the intended group-level
construct. Additionally, given that the sample consists of five organizations, | also

examined the effect of organizational membership on the study variables.

Aggregation to the Group Level

To capture the group-level properties, member-rated and leader-rated LMX
differentiation were operationalized as the standard deviations of member-rated and
leader-rated LMX scores within a group. Group mean member-rated LMX (member
GLMX) scores were created by averaging the group members’ ratings within a group,
and group mean leader-rated LMX (leader GLMX) scores were created by averaging the
group leaders’ LMX ratings. The four group process variables, which were rated by
group members, were formed by averaging the group members’ ratings within a group.
The two moderator variables that were also rated by group members— leader
prototypicality and power distance orientation—were formed by averaging the group
members’ ratings within a group. Group performance, one of the group effectiveness

variables, was rated by upper-level supervisors, and group viability, the other group
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effectiveness variable, was formed by averaging the group members’ ratings within a

group (see Table 3).

Table 2 Scale Reliabilities

Scales South Korea usS Combined
Member-rated leader-member exchange 93 .95 .93
Leader-rated leader-member exchange 94 94 94
Group role clarity .92 .90 91
Group coordination .56 .90 .69
Relational conflict 90 .93 91
Group potency 91 81 .89
Leader-leader exchange 91 .96 .93
Distributed expertise 12 .88 7
Power distance orientation 81 71 81
Leader prototypicality 94 97 .95
Group performance (Time 2) .88 91 .89
Group viability (Time 2) .88 .92 .89

| then performed a one-way analysis of variance (ANOVA) to examine between-

group variability of role specification, coordination, relationship conflict, group potency,

leader prototypicality, group power distance, and group viability. Accordingly, intraclass

correlations—the values of ICC (1) and ICC (2)—and F value were examined. In

addition, rygg) (using a uniform null distribution) was also examined to verify within-

group agreement (James, Demaree, & Wolf, 1984). ICC (2) values greater than .60 and
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I'ugg) Values greater than .70 are considered sufficient to warrant aggregation (Bliese,

2000; Glick, 1985); for ICC (1), values usually range from .05 to .20 (Bliese, 2000).

Table 3 summarizes these values.

Table 3 Summary of Data Aggregation

Variables Source Statistic ICC(1) ICC(2) rwg) F
Member GLMX M Mean 20 53 .97 2137
Leader GLMX L Mean - - - -
Member LMXD M SD - - - -
Leader LMXD L SD - - - -
Group role clarity M Mean 23 56 .96 2287
Group coordination M Mean 15 43 94 1767
Relationship conflict M Mean 13 38 90 1617
Group potency M Mean 20 51 91 2037
Distributed expertise L Single score - - - -
LLX L Single score - - - -
Leader prototypicality M Mean 16 45 94 1837
Power distance orientation M Mean 19 51 96 2017
Group performance S Single score - - - -
Group viability M Mean 23 48 95 1917

Note. GLMX = group-mean leader-member exchange; LMXD = leader-member

exchange differentiation; LLX = leader-leader exchange; M = member; L = leader;
S = supervisor of team leader; SD = standard deviation within group; Mean =

mean of group members.

"p<.001; “p<.01
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In this study, all the ryq;) values were above .70, and the ICC (1) values ranged
from .13 (relationship conflict) to .23 (group viability), meaning that the seven variables
aggregated using the group means showed a high level of within-group agreement and
that 13-23% of the total variances in these variables can be explained by group
membership. It should be noted, however, that although these r,q) values above .70, and
ICC (1) values can justify aggregation, the ICC (2) values, the reliability of group means,
lower than desired; ranged from .38 to .56. It may be in part due to the small sizes of
work groups in the current sample, which is typical in many organizational survey studies
(Bliese, 2000). Despite the low ICC (2) values, the other evidence (rugg), ICC (1), and
significant F statistics at p = .01 level) provides justification to aggregate these seven

variables to the group level.

Aggregation across the Organizations

Across the five organizations, ANOVA results showed that significant mean
differences exist in the following seven variables: group role clarity (F [4, 56] = 11.58, p
<.001), group coordination (£ [4, 56] = 6.50, p <.001), relationship conflict (¥ [4, 56] =
7.60, p <.001), group potency (£ [4, 56] =39.92, p <.001), LLX (¥ [4, 56] =3.16,p <
.05), power distance orientation (F [4, 56] = 15.08, p <.001), and group performance (F
[4, 56] =5.59, p <.05). Further examination of the mean differences indicated that the
means differed in only three of the organizations. Thus, to test the hypotheses with a large
enough sample, I pooled the data across all five organizations but included the three

organization dummy variables to control for these mean differences.

Analvtical Strategies

Before testing the hypotheses, | performed a discriminant validity test of the 12
study variables at the team level. Given the relatively small sample size (the number of
groups), | first created item parcels combining item scores and use them as indicators

(Little, Cunningham, Shahar, & Widaman, 2002). Overall model fit will be assessed with
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RMSEA, SRMR, and CFI. Good fits are indicated by RMSEA and SRMR values less
than .08 and a CFI value greater than .90 (L. Hu & Bentler, 1999).

In order to test the hypotheses simultaneously in a multivariate manner at the
team level, path analyses were performed using maximum likelihood estimation methods.
To prevent potential biases in parameter estimation due to model misspecification, the
hypothesized model was compared with several alternative models; (a) models with all
paths from leader- and member-rated LM X differentiation to four group process variables,
(b) models with all paths from four group process variables to two group effectiveness
variables, and (c) partial mediation models that included direct paths from leader- and
member-rated LMX differentiation to the two group effectiveness variables. Then, each
interaction term was added, one at a time, to test each of Hypotheses 5a-8b in the
combination of mediation and moderation using a path analytic framework. They are
hierarchically nested models and thus the y* differential test and the other fit indices were
considered (J. Anderson & Gerbing, 1988). All these CFA and path analyses were
performed with MPlus 7.0 (Muthén & Muthén, 1998-2012).
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CHAPTER V
RESULTS

This chapter describes the results of the present analyses to test the hypotheses.
First, | examined the discriminant validity of the 12 study variables. Second, | examined
the descriptive statistics of and zero-order correlations among study variables at the group
level. Third, | compared the hypothesized model with alternative models to test

Hypotheses 1-8b.

Testing Discriminant Validity

To test the discriminant validity, | compared the hypothesized factor model with
12 alternative models. Alternative models included a model that combined member- and
leader-rated LMX, a model that combined the two group effectiveness variables (group
performance and group viability), a model that combined the two member-rated
leadership variables (LM X and leader prototypicality), models that combined distributed
expertise and group processes, models that combined group processes, and models that
combined member- rated LMX, leader-rated LMX, and LLX.

As presented in Table 4, CFA results indicated that the hypothesized model of 12
correlated factors (y* = 863.33, df = 431; CFI =.76; RMSEA = .13; SRMR= .09) fit the
data significantly better than any other alternative models as judged by a chi-square
difference test; an increase in chi-square indicates worse fit. For example, the model that
combined member- and leader-rated LMX (Model 2) resulted in a significant decrement
in fit (Ay® = +113.70, Adf = 1; p < .001). And, the models that combined group
performance and group viability (Model 3; Ay* = +95.27, Adf = 1; p < .001) and that
combined the four group processes (Model 12; Ay® = +197.55, Adf = 6; p < .001) failed to
yield a better fit to the data. Finally, a model that combined member- and leader-rated
LMX and LLX showed a worse fit to the data as well (Model 13; Ay*= +183.15, Adf = 3;
p <.001).



Table 4 Comparison of Alternative Measurement Models

2

Models ¥ df  AF(Ad)® CFI RMSEA SRMR
1. 12-factor model 863.33 431 .76 13 .09
2. Member- and leader-rated LMX combined 977.03 432 113.70 (1) .70 15 14
3. Group performance and viability combined 958.60 432  95.27 (1) 71 A5 14
4. Leader-rated LMX and LLX combined 932.43 432 69.10 (1) 73 14 10
5. Leader prototypicality and member-rated LMX combined 869.36 432 6.03 (1) .76 13 .09
6. Distributed expertise and group role clarity combined 877.61 432 14.28 (1) .76 14 10
7. Distributed expertise and group coordination combined 874.11 432 10.78 (1) .76 13 10
8. Distributed expertise and relationship conflict combined 874.41 432  11.08 (1) .76 13 .10
9. Distributed expertise and group potency combined 877.39 432 14.06 (1) .76 13 10
10. Group role clarity and coordination combined 889.04 432 2571 (1) 75 14 10
11. Relationship conflict and group potency combined 935.53 432 72.20 (1) 73 14 10
12. All four group processes combined 1060.88 437 197.55 (6) .67 .16 A1

68



Table 4 (cont’d)

13. Member-rated LMX, leader-rated LMX, and LLX combined 1046.48 434 183.15 (3) .67 .16 15

Note. CFI = comparative fit index; RMSEA = root mean square error of approximation; SRMR = standardized root mean square
residual; LMX = leader-member exchange; LLX = leader-leader exchange. Two additional models (single factor model and
three rater factor model) were tested but not converged. In the three rater factor model, member-rated LMX, power distance

orientation, leader prototypicality, four group processes, and group viability were combined (member factor), and leader-rated
LMX, LLX, and distributed expertise (leader factor) were combined.

% Values were compared to Model 1 (12-factor model).

b All chi-square values were significant at the p < .05 level.

06
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Although the fit statistics for the 12-factor model were not within the desired cut-
off values (likely due to the small sample size; see Table 4), these model comparisons
suggest that the 12-factor model fit better than alternative models. Thus, the 12 factors
were included in the subsequent path models to test Hypotheses 1-8b2. All the factor

loadings were significant (p < .05) as shown in Appendix C (Table C1).

Descriptive Statistics

Table 5 shows means and standard deviations of all the study variables across the
five organizations. As noted in the previous chapter, ANOVA results yielded significant
variation in seven variables among the five organizations. A post hoc Scheffé test
showed that team members from organization 4 reported (a) a higher level of power
distance orientation (M = 3.82; SD = .26) than those from any other organizations, (b) a
lower level of group role clarity (M = 3.03; SD = .31) than those from organization 1 (M
= 3.95; SD = .31) or organization 3 (M = 4.21; SD = .24), (c) a lower level of group
coordination (M = 3.04; SD = .14) than those from organization 3 (M = 3.88; SD = .55),
(d) a higher level of relationship conflict (M = 3.36; SD = .42) than those from
organization 5 (M = 2.36; SD = .81), (e) a lower level of group potency (M = 2.36; SD
= .37) than those from any other organizations, and (f) they showed a lower level of
group performance (M = 3.41; SD = .46) than those from organization 3 (M = 4.89; SD
=.19).

2 Given the poor fit statistics, | performed separate CFAs for member- and leader-rated
measures using individual level data. For member-rated measures, the 8-factor model
(LMX, group role clarity, group coordination, relationship conflict, group potency, leader
prototypicality, power distance, and group viabilitzy) was tested. CFA results indicated
that the 8-factor model showed a reasonable fit (y* = 428.40, df = 169; CFI =.89; RMSEA
=.10). For leader-rated measures, the 2-factor model (LLX and distributed expertise)
showed a good fit (> = 43.68, df = 19; CFI =.88; RMSEA = .15).



Table 5 Descriptive Statistics of the Study Variables (N = 57)

Organizationl Organization2 Organization3 Organization4 Organization5 Total

Variables Mean SD Mean SD Mean SD Mean SD Mean SD Mean SD F

1. Member LMXD 0.64 27 0.63 32 045 19 0.33 29  0.69 35 059 .30 247
2. Leader LMXD 0.42 26 021 15 0.58 25 0.24 12 0.33 22 037 24 235

3. Leader prototypicality 3.45 50 3.17 32 3.83 28 3.67 45  3.58 85 351 56 .93
4. Power distance 3.00° .38 296% .14 280%° 49 382° 26 270* 23 307 .48 15087

orientation

5. LLX 419% 57 319® 41 439° 55 4.16® 34 409 66 411 59 316
6. Distributed expertise ~ 4.35 55 3.75 35  4.00 90 4.03 32 413 76 420 59 151

7. Group role clarity 395" 31 330® 29 421° 24 303* 31 357* 69 370 .53 11587
8. Group coordination ~ 358* 28 3.18° .26 3.838° 55 3.04%® 14 369*® 60 350 .42 6507
9. Relationship conflict  2.49%® 40 3.30° 41 256® 68 336" 42 236° 81 266 .62 7.607
10. Group potency 378" 31 340" 13 4.04° 45 236%* 37 396™ 33 357 .63 39.927
11. Group performance  4.28® 59 4.00® 82 4.89° 19 341* 46 423® 55 415 66 5597

c6



Table 5 (cont’d)

12. Group viability 3.91 52 351 14 4.16 31 3.84 59  3.78 49  3.86 .50 .87
13. Member GLMX 3.87 45 357 33 4.03 A7 4.02 27  3.83 56 387 44 .82
14. Leader GLMX 4.23 50 3.72 25 3.72 A7 4.03 26 3.86 52 407 .48 253

Note. LMXD = leader-member exchange differentiation; LLX = leader-leader exchange; GLMX = group-mean leader-member
exchange. Superscript text denotes significant mean differences. Means with the same superscript are not significantly different
from one another at the p < .05 level (Scheffé test).

“p<.001; “p<.01; " p<.05.

€6
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Furthermore, team members from organization 2 reported (a) a lower level of
group coordination (M = 3.18; SD = .26) than those from organization 3 (M = 3.88; SD
=.55), and (b) a lower level of group potency (M = 3.40; SD = .13) than those from
organization 3 (M = 4.04; SD = .45).

Zero-order Correlations among the Study Variables

Table 6 shows zero-order correlations among the study variables. Some
correlations were noteworthy. First, leader-rated LMX differentiation was significantly
correlated with all of the four group processes (rs ranged from -.29 to .37) whereas
member-rated LMX differentiation was significantly correlated with only group potency
(r=.27, p <.05). Second, member- and leader-rated LMX differentiation scores were
nearly uncorrelated (r = -.05) and the group-mean scores of member- and leader-rated
LMX were slightly and positively correlated (r =.10). Third, member-rated LMX
differentiation and group-mean member LMX were negatively and significantly
correlated (r = -.33, p < .05) whereas leader-rated LMX differentiation and group-mean
leader LMX were not significantly correlated (r = -.12). This indicates that the degree of
statistical interdependence between the group-mean LMX score and LMX differentiation
was higher in members’ ratings than leaders’ ratings. Fourth, distributed expertise was
significantly correlated with the three group processes (group role clarity [r = .27, p
< .05]; group coordination [r = .37, p < .01]; and relationship conflict [r =-.39, p <.01])
and group performance (r = .28, p <.05), and power distance orientation was
significantly correlated with all of the four group processes (rs ranged from -.35 to .37)
and group performance (r = .31, p <.05). Fifth, the four group process variables were
highly correlated with each other (rs ranged from -.84 to .75). Sixth, group performance
and viability were positively but nonsignificantly correlated (r =.11). Seventh, the four
group process variables were significantly correlated with group performance (rs ranged

from -.47 to .51) and group viability (rs ranged from -.30 to .32).



Table 6 Intercorrelations among Study Variables (N = 57)

1 2 3 4 5 6 7 8 9 10
1. Leader team tenure (years)
2. Member team tenure (years) 27
3. Team size -317 .06
4. Member GLMX 27 .09 28
5. Leader GLMX -.06 -.08 A1 10
6. Organization 2 ® 11 -.08 -.20 -.19 -.20
7. Organization 3° A1 -.05 -.08 .08 -17 -.07
8. Organization 4° 4877 23 -377 15 -.04 -12 -.10
9. Organization 5° .03 48 .05 -.04 -21 -13 -11 -.20
10. Member LMX differentiation  -.27°  -.20 .05 -33 -.02 .04 -11 -377 16
11. Leader LMX differentiation -.20 -.07 .16 .10 -12 -.19 .20 -.24 -.08 -.05

G6



Table 6 (cont’d)

1 2 3 4 5 6 7 8 9 10
12. LLX -17 -.04 360 .17 5477 -437 1 .04 -.01 -.00
13. Distributed expertise -14 .07 28 19 6877 -21 -.08 -13 -.06 -.04
14. Leader prototypicality 23 14 20 85 .08 -17 14 13 .06 -31°
15. Power distance 28 -05 -307 26 .09 -.06 -13 697 -36  -.19
16. Group role clarity -.05 -19 .07 27* 16 -21 23 -5577 -12 .05
17. Group coordination 10 -.07 18 .30* .07 -22 21 -4877 21 -.07
18. Group potency -.09 -29° 21 19 13 -.08 18 -84 .29 27
19. Relationship conflict -.10 24 -1 -2 -1l 29*  -04 497 .23 .01
20. Group performance (Time 2)  -.18 -.02 .08 -.05 32" -06 27 -4977 .06 A1
21. Group viability (Time 2) -.09 .07 .05 24 11 -19 14 -.02 -.08 10

96



Table 6 (cont’d)

11 12 13 14 15 16
12. LLX -.01
13. Distributed expertise 22 557"
14. Leader prototypicality .07 11 10
15. Power distance -.15 01 -.10 27
16. Group role clarity 27 15 27 26  -35"
17. Group coordination 30 13 377 26 -497 757
18. Group potency 26 .06 25 20 -537 67
19. Relationship conflict -29"  -09  -397 -25 377 -687
20. Group performance (T2) 19 11 28" -00 -31° BT
21. Group viability (T2) .09 15 13 .32 .08 32"

Note. LMX = leader-member exchange; LLX = leader-leader exchange; GLMX = group-mean leader-member exchange.
“p<.001; “p<.01; p<.05.
# Organization 2 = 1; Organizations 1, 3, 4,and 5=0

® Organization 3 = 1; Organizations 1, 2, 4,and 5 =0

L6



¢ Organization 4 = 1; Organizations 1, 2, 3,and 5=0

d Organization 5 = 1; Organizations 1, 2, 3,and 4 =0

86
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Testing Hypotheses 1-4b

Hypotheses 1 and 2 predicted that leader- and member-rated LMX differentiation
are positively and negatively related to group performance and viability, respectively.
Hypotheses 3a and 3b predicted that the relationship between leader-rated LMX
differentiation and group performance is mediated by group role clarity (Hypothesis 3a)
and group coordination (Hypothesis 3b). Hypotheses 4a and 4b predicted that the
relationship between member-rated LMX differentiation and group viability is mediated
by relationship conflict (Hypothesis 4a) and group potency (Hypothesis 4b).

To test Hypotheses 1-4b, the hypothesized mediation model was compared with
12 alternative models, and each alternative model included one additional path. The
hypothesized model included three organization dummy variables that were found to be
significantly correlated with group performance and group viability (See Table 6). And,
the paths from the member GLMX and leader GLMX to the group processes, group
performance, and group viability were included to control for statistical confounding due
to artifactual overlap. In addition to intercorrelations among all the exogenous variables,
covariances among disturbance terms of the mediator variables and those of the
dependent variables were freed to specify potential common causes that were not
measured. The hypothesized mediation model is depicted in Figure 2.

First, | examined if the paths from leader-rated LMX differentiation to socio-
emotional group processes and those from member-rated LMX differentiation to task
group processes. To do so, the hypothesized mediation model was compared with
alternative models (M; —My in Table 7) that included a corresponding additional path. As
shown in Table 7, chi-square differences test results showed that none of the four
additional paths significantly increased a model fit to the data (Ay? values with Adf = 1

ranged from .19 to 2.00; p values ranged from .16 to .66; see Table 7).
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Table 7 Comparison of the Hypothesized Mediation Model with Alternative Models to Test Hypotheses 1-4b

Models P df Ay?? CFl  RMSEA SRMR
Hypothesized mediation model 23.98 23 1.00 .03 .05
Additional path

M;: Member LMXD — group role clarity 23.79 22 0.19 .99 .04 .05
Ma: Member LMXD — group coordination 2198 22 2.00 1.00 .00 .05
Ms: Leader LMXD — relationship conflict 23.25 22 0.73 1.00 .03 .05
M,: Leader LMXD — group potency 23.72 22 0.26 99 .04 .05
Ms: Leader LMXD — group performance 2391 22 0.07 99 .04 .05
Me: Leader LMXD — group viability 23.85 22 0.13 99 .04 .05
M7: Member LMXD — group performance 2396 22 0.02 99 .04 .05
Mg: Member LMXD — group viability 2258 22 1.40 1.00 .02 .05
Mo: Relationship conflict — group performance 23.47 22 0.51 1.00 .03 .05
M3o: Group potency — group performance 2398 22 0.00 99 .04 .05
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Table 7 (cont’d)

M;1: Group role clarity — group viability 23.88 22 0.10 .99 .04

M3,: Group coordination — group viability 23.07 22 0.91 1.00 .03

.05

.05

Note. LMXD = leader-member exchange differentiation; CFI = comparative fit index; RMSEA = root mean square error of
approximation; SRMR = standardized root mean square residual.

% Values were compared to the hypothesized mediation model and all the degrees of freedom differences are 1.
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Second, the hypothesized mediation model was compared with four alternative
models (Ms—Mg in Table 7) to examine if the direct paths from member- and leader rated
LMX differentiation to group effectiveness outcomes are significant. However, results
showed that none of the four additional paths were significant (A values with Adf = 1
ranged from .02 to 1.40; p values ranged from .24 to .89; see Table 7).

Third, I also examined whether the paths from task group processes to group
viability and those from socio-emotional group processes to group performance (Mg—Mj2
in Table 7). Again, however, none of the added four paths were significant (Ay? values
with Adf = 1 ranged from 0 to .91; p values ranged from .34 to 1.0; see Table 7).

Accordingly, the hypothesized mediation model (> = 23.98, df = 28, p = .40; CFlI
=1.00; RMSEA = .03; SRMR = .05) fit the data better than any other alternative
mediation models. Figure 3 depicts the standardized paths coefficients of the
hypothesized mediation model. To test Hypotheses 1-4a, | also included direct paths
from the independent variables to dependent variables, because such paths are needed to
test the mediation predictions (MacKinnon, Lockwood, Hoffman, West, & Sheets, 2002).
Table 8 shows total, direct, and indirect effects of leader- and member-rated LMX
differentiation on group performance and group viability. Indirect effects were
calculated by using the “product of coefficients” technique which multiplies the
coefficients of independent variable — mediator and mediator — dependent variable
(MacKinnon et al., 2002).

Hypothesis 1 predicted that leader-rated LMX differentiation would be positively
related to group performance. Hypothesis 1 was not supported as the total effect of
leader-rated LMX differentiation on group performance was positive but not significant
(b =.14, p =.62). Hypothesis 2 predicted that member-rated LMX differentiation would
be negatively related to group viability. Hypothesis 2 was not supported as the total
effect of member-rated LMX differentiation on group viability was not significant (b

=.30, p = .20). Taken together, these results show that leader- and member- rated LMX
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differentiation were not significantly related to group performance and group viability,
respectively.

Hypotheses 3a-4b predicted the mediating roles of group processes. Specifically,
Hypothesis 3a predicted that the relationship between leader-rated LMX differentiation
and group performance would be mediated by group role clarity. Hypothesis 3a was not
supported as the specific indirect effect was not significant (b = .02, p =.67). Hypothesis
3b predicted that the relationship between leader-rated LMX differentiation and group
performance would be mediated by group coordination. Hypothesis 3b was not
supported as its specific indirect effect was positive but not significant (b = .05, p = .45).
Hypothesis 4a predicted that the relationship between member-rated LMX differentiation
and group viability would be mediated by relational conflict. Hypothesis 4a was not
supported as the specific indirect effect was not significant (b =.00, p = .97). Hypothesis
4b predicted that the relationship between member-rated LMX differentiation and group
viability would be mediated by group potency. Hypothesis 4b was not also supported as
the specific indirect effect was not significant (b =.01, p = .67).

To summarize, although the correlations of leader-rated LMX differentiation with
group role clarity (r = .27, p <.05), group coordination (r = .30, p <.05), relationship
conflict (r =-.29, p <.05), and group potency (r = .30, p < .05) were statistically
significant (see Table 6), the present results failed to yield support for the significant
relationships of leader- and member-rated LMX differentiation with group performance
and viability, respectively. Furthermore, group processes were not found to mediate the
proposed LMX differentiation-group effectiveness relationships. In the following
analyses, therefore, | tested the proposed moderating roles of distributed expertise, LLX,

power distance orientation, and leader prototypicality.



Table 8 Decomposition of Total, Direct, and Indirect Effects

Relationships Total effect Direct effect Indirect effect Mediators Specific indirect effect
Leader LMX differentiation 14 (.28) .08 (.28) .07 (.08) Group role clarity .02 (.03)
— group performance
Group coordination .05 (.07)
Member LMX differentiation .30 (.23) 29 (.24) .01 (.03) Relationship conflict .00 (.00)
— group viability
Group potency .01 (.03)

Note. LMX = leader-member exchange; values in parentheses are standard errors.
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Results of path analyses of the hypothesized mediation model

Note. LMX = leader-member exchange. For the sake of clarity, intercorrelations among exogenous variables, covariances
among disturbance terms of the mediators, and covariances among disturbance terms of the dependent variables are
omitted. p < .05.
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Testing Hypotheses 5a-8b

To test Hypotheses 5a-8b, each moderator’s direct path was added to the
alternative mediation model and then each interaction term was added to test whether the
added interaction term improved a fit to the data. Four interaction terms were created and
tested against the four group process variables.

Hypothesis 5a predicted the moderating role of distributed expertise in the
relationship between leader-rated LMX differentiation and group role clarity. As shown
in Table 9, chi-square difference test results suggested that adding the interaction term
between leader-rated LMX differentiation and distributed expertise (M) did not increase
a fit to the data significantly (M vs. My; Ay*= .00, Adf = 1; p = 1.00). Thus, Hypotheses
5a did not receive support. Hypothesis 5b predicted the moderating role of distributed
expertise in the relationship between leader-rated LMX differentiation and group
coordination. Hypothesis 5b was not supported as a model that included the interaction
term between leader-rated LMX differentiation and distributed expertise (M) did not
increase a fit to the data significantly (M3 vs. Ms; Ay® = 2.60, Adf = 1; p = .11).

Hypothesis 6a predicted the moderating role of LLX in the relationship between
leader-rated LMX differentiation and group role clarity. When the interaction term
between leader-rated LMX differentiation and LLX was freed (Mg), a model fit was not
significantly increased (Ms vs. Ms; Ay*= .27, Adf = 1; p = .60). Therefore, Hypotheses 6a
did not receive support. Hypothesis 6b predicted the moderating role of LLX in the
relationship between leader-rated LMX differentiation and group coordination.
Hypothesis 6b was not supported as a model that included the interaction term between
leader-rated LMX differentiation and LLX (Mg) did not yield a significantly better fit to
the data than a model that constrained the interactional term as zero (M7 vs. Mg; Ay’ =

2.95, Adf = 1; p = .09).



Table 9 Comparison of Path Models to Test Hypotheses 5a-8b

Models ¥ df CFI RMSEA SRMR Ap??
M;: Only distributed expertise — group role clarity 50.16 34 .95 .09 .06

M,: Leader LMXD Xdistributed expertise — group role clarity 50.16 33 .94 .10 .06  Mjvs M,:0.00
Ms: Only distributed expertise — group coordination 49.75 34 .95 .09 .06

M,: Leader LMXD Xdistributed expertise — group coordination 4715 33 .95 .09 06  Mj3vs My 2.60
Ms: Only LLX — group role clarity 4096 34 .98 .06 .05

Me: Leader LMXD X LLX — group role clarity 40.69 33 .97 .06 .05  Msvs Mg: 0.27
Mz: Only LLX — group coordination 38.66 34 .98 .05 .05

Mg: Leader LMXD X LLX — group coordination 3571 33 .99 .04 05 My vs Mg: 2.95
My: Only power distance — relationship conflict 4450 34 .96 .07 .06

Mjio: Member LMXD X power distance — relationship conflict 4189 33 .97 .07 06  Mgvs My 2.61
Mi:: Only power distance — group potency 4742 34 .95 .08 .06
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Table 9 (cont’d)

Mi,: Member LMXD X power distance — group potency 4738 33 .95 .09 .06 Mi1 vs My,: 0.04

Ms3: Only leader prototypicality — relationship conflict 58.16 34 .92 A1 .05

M14: Member LMXD X leader prototypicality — relationship conflict  47.35 33 .95 .09 .05 Mi3 VS Myg4:
11.817

Mis: Only leader prototypicality — group potency 55.36 34 .93 10 .05

Mie: Member LMXD X leader prototypicality — group potency 51.17 33 .94 .09 .05 Mys vs Myg: 4.19

Note. LMXD = leader-member exchange differentiation; LLX = leader-leader exchange; CFI = comparative fit index; RMSEA = root
mean square error of approximation; SRMR = standardized root mean square residual.

" p<.001; p<.05.

2 All the degrees of freedom differences are 1.
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Hypothesis 7a predicted the moderating role of power distance in the relationship
between member-rated LMX differentiation and relational conflict. Hypothesis 7a did
not receive support as a model that included the interaction term between member-rated
LMX differentiation and power distance (M) did not increase a fit to the data
significantly (Mg vs. Myo; Ay*=2.61, Adf = 1; p = .11). Hypothesis 7b predicted the
moderating role of power distance in the relationship between member-rated LMX
differentiation and group potency. When the interaction term between member-rated
LMX differentiation and power distance was freed (M1,), a model fit was not
significantly increased (M1 vs. Mia; Ay*= .04, Adf = 1; p = .84). Therefore, Hypothesis
7b did not receive support.

Hypothesis 8a predicted the moderating role of leader prototypicality in the
relationship between member-rated LMX differentiation and relational conflict.
Hypothesis 8a was supported as a model that included the interaction term between
member-rated LMX differentiation and leader prototypicality (M14) yielded a
significantly better fit to the data than a model that constrained the interactional term as
zero (Mys vs. My, Ay? = 11.81, Adf = 1; p <.001).

To interpret the significant interactions, which are graphed in Figure 4, |
presented the simple slopes at one standard deviation above and below the mean of leader
prototypicality (Aiken & West, 1991). Member-rated LMX differentiation increased
relationship conflict when team leaders are perceived as less prototypical but when team
leaders are perceived as more prototypical, member-rated LMX differentiation decreased
relationship conflict. Simple slope test results showed that the relationship between
member-rated LMX differentiation and relationship conflict was positive but not
significant when leader prototypicality was low (b =.29; t = .85, p = .40), whereas this
relationship was negative and significant when leader prototypicality was high (b = -.68, t

=-1.91, p < .10).
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Interaction of member LMX differentiation and leader prototypicality predicting
relationship conflict

Hypothesis 8b predicted the moderating role of leader prototypicality in the
relationship between member-rated LMX differentiation and group potency. As shown
in Table 9, results suggested that adding the interaction term between member-rated
LMX differentiation and leader prototypicality (M) increased a model fit to the data
significantly (Mis vs. Mas; Ay? = 4.19, Adf = 1; p < .05). As graphed in Figure 5, member-
rated LMX differentiation was found to be positively related to group potency regardless
of members’ perceptions of the leaders’ prototypicality. However, simple slope test
results showed that the positive relationship between member-rated LMX differentiation
and group potency was slightly stronger, although not significant, when leader typicality
was low (b =.17; t = 1.01, p =.32) compared to when leader typicality was high (b = .08,

t=.44, p = .66). Hence, it should be noted that although the path model comparison
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results yielded a significant effect for the interaction of member LMX differentiation and

leader prototypicality, the pattern of the interaction did not support Hypothesis 8b.
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Figure 5
Interaction of member LMX differentiation and leader prototypicality predicting group
potency

With regard to the control variables, group-mean member LMX was significantly
related to group role clarity (y = .35, p <.01), group coordination (y = .37, p <.01),
relational conflict (y = -.29, p < .05), and group viability (y = .21, p <.05). Group-mean
leader LMX was positively related to group performance (y = .33, p <.01). Performance
of groups from Organization 3 was rated higher than that of other groups (y = .23, p
<.05). Group members from organization 4 reported lower levels of group role clarity (y
=-.59, p <.001), group coordination (y = -.52, p <.001), and group potency (y =-.85, p
<.001) as well as a higher level of relationship conflict (y = 57, p <.001) than those from

any other organizations (see Table 10).
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Taken together, although the main effects on leader- and member-rated LMX
differentiation on group performance and viability were not significant, the relationship
between member-rated LMX differentiation and relationship conflict varied depending
on the level of team leaders’ protypicality. Specifically, member-rated LMX
differentiation decreased relationship conflict when team members as a whole perceive
their team leader as representing their team and team members. Figure 6 and Table 10

report the standardized path coefficients of the moderated mediation model.
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Results of the moderated mediation path model

Note. LMX = leader-member exchange; For the sake of clarity, the paths from each of the control variables are omitted; standardized
path estimates are reported (N =57); p <.01; p <.05 (two-tailed).

4%’



Table 10 Path Coefficients of the Moderated Mediation Model

Group role Group Relationship Group Group Group
Variables clarity coordination conflict potency performance viability
Member GLMX 357 377 -29" 19 -20 21
Leader GLMX 11 .02 .07 10 337 .08
Organization 2 ® 19
Organization 3° 23"
Organization 4 ° -59"" -52"7 5777 -85 -22
Member LMX differentiation (A) 1.36" 72
Leader LMX differentiation .06 .06
Group role clarity 10
Group coordination 32"
Relationship conflict .02
Group potency 16
Leader prototypicality (B) 417 38"
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Table 10 (cont’d)

Variables Group role Group Relationship Group Group Group
clarity coordination conflict potency performance viability
(A) X (B) -1.327 -60°

Note. GLMX = group-mean leader-member exchange; LMX = leader-member exchange; all coefficients are standardized path
estimates (N = 57).

“p<.001; " p<.01;  p<.05 (two-tailed).
Organization 2 = 1; Organizations 1, 3, 4,and 5=0
b Organization 3 = 1; Organizations 1, 2, 4, and 5= 0

¢ Organization 4 = 1; Organizations 1, 2, 3,and 5=0

orTT



117

CHAPTER VI
DISCUSSION

The main three questions that | intended to examine in this study are whether,
why, and when LMX differentiation influences team effectiveness. | examined these
research questions by analyzing the survey data collected from the US and South Korean
teams with a 3-month time lag. In the following sections, the findings will be briefly
summarized. Next, | will discuss theoretical and practical implications. Then, | will

conclude this chapter after describing study limitations and future research questions.

A Summary of Findings

The first question was whether LMX differentiation influences team effectiveness.
By adopting a dual perspectives model, both team leaders’ and team members’
perspectives were examined at the team level. Group effectiveness was operationalized
by two variables: group performance and group viability. | hypothesized that leader-
rated LMX differentiation is positively related to group performance (Hypothesis 1) and
that member-rated LMX differentiation is negatively related to group viability
(Hypothesis 2). The results showed that neither leader-rated nor member-rated LMX
differentiation is significantly related to group performance and group viability,
respectively. The null finding on the leader-rated LMX differentiation and group
performance is consistent with Liden et al. (2006) and M. Stewart and Johnson (2009)
showing that LMX differentiation (rated by team members) are neither positively nor
negatively related to group performance. It should be noted, however, that the current
finding on the relationship between member-rated LMX differentiation and group
viability is different from previous studies. For example, Schyns (2006) found that
member-rated LMX differentiation on the contribution dimension is negatively related to

team-level job satisfaction and commitment. Instead, in the current study, the results
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indicated that leader-rated group-mean LMX (GLMX) is positively related to group
performance. Furthermore, member-rated GLMX is positively related to group viability.

The second question was why LMX differentiation may influence team
effectiveness. To explain the intervening mechanisms, four group processes were
examined as potential mediators of the LMX differentiation-group effectiveness
relationships (Hypotheses 3a-4b). The results showed that although leader-rated LMX
differentiation is significantly correlated with all of the four group processes, none of the
indirect effects of member-rated and leader-rated LMX differentiation on group
performance and group viability were significant. Thus, this may indicate that the four
types of group processes may not be the mechanisms linking LMX differentiation to
group performance and viability. Despite the lack of support for the potential mediating
mechanisms, | found that the relationship between group coordination and group
performance was positive and significant as expected. Although not hypothesized,
member-rated GLMX is positively related to group role clarity and group coordination
and negatively related to relationship conflict.

The third question was when LMX differentiation relates to team effectiveness.
To examine this question, four boundary conditions were tested (Hypotheses 5a-8b).
Support was found for one of the moderators. The results showed that leader
prototypicality (the extent to which team members believe their leader represents the
team and team members as a whole) moderated the relationship between member-rated
LMX differentiation and relationship conflict (Hypothesis 8a). Specifically, when team
leaders are believed to represent the team (e.g., team norms and values) and team
members, member-rated LMX differentiation is negatively related to relationship conflict.
Similar empirical findings were reported by Schyns (2006) who showed that member-
rated LMX differentiation can be positively or negatively related to group goal
fulfillment depending on whether group members as a whole have positive or negative

work values. Taken together, these findings suggest that LMX differentiation has neither
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positive nor negative relationships with group performance and group viability. Instead,
it is important to examine boundary conditions to determine when LMX differentiation

increases or decreases group effectiveness.

Theoretical Implications

The current findings have some important theoretical implications to the existing
LMX literature. In particular, many researchers have called for empirical research that
examines both leaders’ and members’ perspectives (e.g., Gerstner & Day, 1997; Greguras
& Ford, 2006; Sin et al., 2010). Yet, only a limited number of studies have been
performed on this issue at the individual or dyadic level, and no prior studies have
examined LMX differentiation from both perspectives at the group level. Thus, a first
and key theoretical implication to the LMX and team leadership literature is the
examination of both leader- and member-rated LMX at the group level in a single study.
Filling this research gap, | developed the dual perspective model of LMX differentiation
to examine the relationship between LMX differentiation and team effectiveness.

Although support was not found for the hypothesized model, some other
empirical findings should be emphasized. The zero-order correlation analyses did reveal
that leader-rated LMX differentiation was positively correlated with group role clarity,
group coordination, and group potency and negatively correlated with relationship
conflict. This finding may insinuate that team leaders can facilitate group processes by
forming differentiated relationships with team members, however, the group mean level
of LMX needs to also be considered. Specifically, group mean LMX (GLMX) was found
to play a critical role in predicting group processes and group effectiveness. In the final
moderated mediation model (Figure 6 and Table 10), member GLMX was positively
related to group role clarity, group coordination, and group viability, and was negatively
related to relationship conflict. Leader GLMX was positively related to group

performance. Although the relationships of member and leader GLMX with these group
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processes and effectiveness were not a priori hypothesized, such empirical evidence can
be also found in the previous studies (e.g., J. Hu & Liden, 2013; Liden et al., 2006).
Hence, the current results suggest that it is more beneficial to group processes for team
leaders to build high quality relationships with all team members, rather than differentiate
across team members. This conclusion may be regarded premature given the limited
number of prior studies. Nonetheless, this study emphasizes that investigation of both
team leaders’ and members’ sides is a critical starting point to bridge the group-level
LMX research and the broader team leadership and teams/groups literature.

Second, the present study provided empirical evidence supporting the
distinctiveness of member-rated and leader-rated LMX differentiation. To explain the
idiosyncrasy associated with each perspective on LMX, this study provided theoretical
frameworks based on the performance appraisal and implicit leadership theory in addition
to role testing theory (Graen & Scandura, 1987). As noted by Dulebohn et al. (2012, p.
1718), ““a thread running through the quality of LMX relationships is the dual process of
leaders evaluating followers and followers assessing leaders.” Yet the LMX studies have
consistently reported a moderate correlation between leaders’ and members’ perceptions
of LMX quality. In the current sample, the correlation between leader-and member-rated
LMX differentiation was r = -.05, the correlation between the group mean scores of
leader- and member-rated LMX was r = .10, and the correlation between the individual-
level scores of leader- and member-rated LMX was r = .15. None of these values are
significantly different from zero. The low degree of correlation between leader-and
member-rated LMX differentiation in particular indicates that team leaders and members
perceive the LMX quality among members in the team differently. This evidence makes
it imperative for future LMX researchers to develop a model specifying the underlying
reasons for this divergence. It seems that team leaders and members perceive their LMX
quality differently due to their own perceptions, interpretations, and attributions of dyadic

working experiences.
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A third implication to the LMX differentiation research is the empirical evidence
on the moderating role of leader prototypicality in the relationship between member-rated
LMX differentiation and relationship conflict. As reviewed in the earlier chapters, a
handful of studies have thus far examined the boundary conditions of the LMX
differentiation effect and found four boundary conditions: task interdependence (Liden et
al., 2006), group-level LMX (i.e., the median value of LMX scores within a group; Liden
et al., 2006), and team-level work value (Schyns, 2006). This study adds one more
boundary condition, which is leader prototypicality: member-rated LMX differentiation
negatively related to relationship conflict when members perceived the leader as being
prototypical of the team. What these findings altogether suggest is that member-rated
LMX differentiation is functional to group processes and/or effectiveness when (a) team
tasks are highly interdependent, (b) group-level LMX relationship is low, or (c) team
leader is prototypical of the team. For team-level work value, Schyns (2006) found the
mixed results that LMX differentiation on the loyalty dimension was functional when
team-level work value is positive whereas LMX differentiation on the respect dimension
was functional when team-level work value is negative.

It is noteworthy, however, that the current finding also seems contradictory to
Liden et al.’s (2006) finding. Both studies found that depending on team leadership
properties (i.e., group-median LMX and leader prototypicality), the relationship between
member-rated LMX differentiation and group processes and/or performance varies.
However, Liden et al. (2006) found that member-rated LMX differentiation positively
related to group performance when group-level LMX relationship is low (i.e., team
members on average have a low quality LMX relationship), whereas | found that
relationship conflict decreased (i.e., groups are more functional) when members perceive
the team leader as more prototypical of the team. Note that research evidence showed
that team members with a higher LMX quality are likely to perceive that their leader is

more prototypical of the team (Epitropaki & R. Martin, 2005). It can be thus expected



122

that when team members perceive their leader prototypical, they are likely to have a high
quality LMX relationship on average. To further explore the contradictory results
between Liden et al. (2006) and the current finding, a multiple regression analysis was
conducted using group-level LMX as the moderator and relationship conflict as the
dependent variable with the results are shown in Table 11. The interaction between
member-rated LMX differentiation and group-level LMX was significant (B =-1.39, p
<.05). The interaction pattern was contradictory to Liden et al.’s (2006) pattern, such
that member-rated LMX differentiation was negatively related to relationship conflict

when group-level LMX relationship is high (see Figure 7).

Table 11 A Supplementary Multiple Regression Analysis Testing the Group-mean LMX
by Member-rated LMX Differentiation Interaction

Variables B t
Constant -8.04 -1.34
Group-mean LMX (A) 5.42 1.92°
Member LMX differentiation (B) 4.35 1.45
(A) * (B) -1.63 -2.30"
Group-mean LMX squared -.64 -1.917
Member LMX differentiation squared 1.20 2.13"
R? 277

Note. LMX = leader-member exchange; the squared term of each cross-product term was
entered to rule out the possibility of a spurious by-product of a curvilinear effect
associated with each cross-product component term (Cole, Bedeian, Hirschfeld,&
Vogel, 2011).

“p<.01; p<.05; " p<.10 (two-tailed)
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Interaction of member LMX differentiation and group-mean LMX predicting relationship
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They reasoned that when most team members do not form high quality LMX
relationships with their team leader, the strategic distribution of resources by the leader’s
differentiation may create a clear role and status differentiation within a team, thereby
leading to increased group performance. Given that their dependent variable was group
performance, their theoretical rationale seemed to be more focused on task-related team
mechanisms. On the other hand, the present finding can be meaningful from a socio-
emotional standpoint. In explaining the relationship between LMX differentiation and
relationship conflict, a more plausible mechanism is through reducing fairness and
trustworthiness concerns (Erdogan & Bauer, 2010). When a team leader is prototypical
(or most team members have a high quality LMX relationship with the team leader), team
members are more willing to trust the team leader and perceive him or her as fair because

they tend to believe the leader has the same motive as do they. More fair and trusting
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leaders may help reduce relationship conflict among team members. In sum, it seems that
one important boundary condition for the relationship of LMX differentiation with group
effectiveness is team leadership property (e.g., group-level LMX and leader
prototypicality). By providing empirical evidence supporting this rationale, this study
intends to provide a link between the LMX research and the team leadership literature
broadly.

In addition, this study has an important theoretical implication to the diversity
research and team leadership literature. The moderating role of leader prototypicality
indicates that the social identity perspective of team leadership (Hogg, 2001) can be one
plausible theoretical framework to explain the relationship between LMX differentiation
and group performance, thereby leading to integration of LMX differentiation research
with the team diversity and leadership literature. Typically, team members are expected
to be heterogeneous in their experiences, knowledge, and expertise. Accordingly
differentiated task and role assignments by team leaders would be expected because
leaders are likely to recognize and form attributions of team members’ expertise and
capabilities from team members’ heterogeneous characteristics; such diversity may be a
manifest cue pertaining to the levels of expertise and capabilities (Bunderson, 2003; Chae
& Lee, 2010; Nishii & Mayer, 2009). Often in the social identity research, team diversity
has been suggested to be more positive and functional than homogeneity unless it
threatens team members’ group membership and group identity, which reflect on how
team members see the self (van Knippenberg, De Dreu, & Homan, 2004; van
Knippenberg & Haslam, 2003).

Building upon the social identity theory, LMX differentiation can be interpreted
as signaling threats and challenges to team members’ identity by creating distinctive roles
or functional structures within a team. In such contexts, LMX differentiation can become
functional as long as team members’ group membership is neither threatened nor

challenged. The findings of this study provide support for the social identity perspective
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as prototypical team leaders are less likely to make team members’ group identity
challenged because they represent the team members and understand team norms and
core values. Consequently, they are trusted to have benign group-oriented motives as do
team members. Therefore, the importance of leader prototypicality can bridge the finding
of this study to the team diversity literature.

Furthermore, the role of leader prototypicality in understanding LMX
differentiation at the group level should be emphasized as it has another important
implication to the LMX differentiation and team leadership research. As suggested by
De Cremer et al. (2010), it has been a traditional assumption that team leaders can form
and change the vision and core values of teams that they lead (e.g., Shamir, House, &
Arthur, 1993). Team members are accordingly regarded as more reactive than they are in
reality; their attitudes and behaviors are largely influenced by team leaders’ behaviors
(e.g., Judge et al., 2004; G. Wang, Oh, Courtright, & Colbert, 2011). However, what
leader prototypicality suggests is that team leadership can be better endorsed and shaped
by understanding team members’ characteristics, their norms, core values, and their needs
and motives. The current finding stimulates this new direction of the team leadership
research by highlighting the role of leader prototypicality in a context of LMX

differentiation.

Practical Implications

Given that, in many jobs, team members’ performance is determined by a team
leader’s subjective ratings (Rynes et al., 2005), leader-rated LMX quality is closely
related to performance ratings (Gerstner & Day, 1997). In such contexts, LMX
differentiation by team leaders presumably plays a critical role in understanding team
processes and team effectiveness. Hence, examining whether, why, and when LMX

differentiation matters to team effectiveness has some important practical implications.
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In particular, this study has important practical implications to a better
understanding of how to select and develop team leaders. The results showed that team
leaders can facilitate team processes and effectiveness by building high quality
relationships with team members on average, at least from the members’ perspective of
the LMX relationship. By doing so, team leaders can help members understand their roles
clear, get team works coordinated, strengthen a shared belief about their capability as a
team, and reduce relational conflict among team members. To do so, team leaders may
have to put forth efforts not only to recognize and value each team member’s expertise
and contribution but also to understand the importance of satisfying each member’s
idiosyncratic needs and motives and linking them to the team’s common goals and values
(Hirschhorn, 1991).

Second, when team leaders are perceived as representing the characteristics of the
team and their team members, differentiated exchange relationships between team leaders
and members help reduce relationship conflict among team members. This indicates that
prototypical team leaders are likely to use differentiated exchange relationships more
effectively to reduce relationship conflict within a work team (or at least they are likely to
be perceived as such). Research evidence has showed that prototypical leaders are
perceived as more effective by team members (van Knippenberg & van Knippenberg,
2005) and are better at using fair procedures to promote cooperation among team
members to achieve the team’s goals (De Cremer et al., 2010). The main mechanism
behind the effectiveness of prototypical team leaders is that if team leaders are
prototypical, team members are likely to believe that their leader has the same needs and
motivation as theirs. Accordingly they can trust the leaders (Hogg & van Knippenberg,
2003) and that their leader has positive leadership qualities such as charisma (Hogg,
2010).

From this finding, it should be highlighted, therefore, that as the need for

differentiation increases within a team, selecting and developing prototypical leaders
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seem to be critical in work team settings. When selecting or appointing team leaders, for
example, it may be useful to search a team member who has worked within a team,
understands team goals, values, and norms very well, and is therefore most prototypical
(De Cremer et al., 2010; van Knippenberg, van Knippenberg, & van Dijk, 2000). Yet it
may not be the case that the most prototypical leaders are always the most competent
leaders. In reality, higher management may not select team leaders based on their
prototypicality (De Cremer et al., 2010). Instead, often they appoint team leaders on the
basis of many other factors. In such cases, it may be helpful for organizations to consider
training team leaders in how they understand the characteristics (e.g., values, norms, and
identity) of the team they lead. For example, rhetoric was found to be an effective
technique that can help a leader categorize himself or herself as a prototypical team
member (Reicher & Hopkins, 1996). This indicates that organizations can develop a
training program that helps team leaders embody group prototype and understand core
team values, norms, and identity. By doing so, team leaders can be better capable to
build differentiated relationships with team members and to enact differentiated role

assignments in such ways to facilitate team processes.

Study Limitations

This study is subject to several limitations that should be addressed. First, due to
the relatively small sample size, sampling error is likely to be large and the statistical
power to detect significant relationship could be lowered. For example, Cohen and
Bailey (1997) reported that the average sample size in the team level studies was N = 65,
and thus the lack of statistical robustness should be considered when interpreting the
current findings. On a related note, due to the small sample size, the research models
were tested by path model analyses which do not control for measurement error. Thus
results might have been different if latent variable analyses were performed to test the

hypothesized relationships. In addition, given the use of standard deviation as a
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differentiation index, there was a low likelihood of finding a significant main effect of
LMX differentiation. In a simulation study (Roberson, Sturman, & Simons, 2007),
standard deviation, despite it deems to be the best index of LMX differentiation, was
found to detect true relationship less than 30% of the time.

Second, only 21% of the current sample (12 teams) was the US teams, and thus
the current results are less likely to equally represent the characteristics of the two nations.
Although I controlled for the organization dummy variables in an attempt to mitigate this
potential bias, it is necessary to collect more responses from the US work teams to obtain
more representative results from both countries.

Third, although most teams in this study (95%) are work teams that are continuing
work units and their membership is stable over time, some findings may apply better to
other team settings such as parallel teams or management teams where team members’
authority is parallel or hierarchically rank-ordered. In such team settings, authority or
status differences might play a more critical role in understanding the relationship of
LMX differentiation with team effectiveness.

Fourth, | examined the four team process variables and the two team effectiveness
variables as representing task and socio-emotional team processes and effectiveness.
Despite the selection of these mediating and dependent variables based upon the
theoretical framework, there are other variables that are likely to be outcomes of LMX
differentiation. For example, Marks et al. (2001) proposed 10 different team process
variables, and team innovation is regarded as capturing the other important aspect of team
effectiveness (e.g., West, Borrill, & Unsworth, 1998).

Fifth, any strong causal inferences regarding the proposed relationships cannot be
drawn from this study. To mitigate this concern, | measured the group effectiveness
variables at a separate time (a 3-month lag). Furthermore, based upon the input-process-
output (IPO) framework, I suggested the team process variables be the mediators of the

relationship between team leadership (i.e., LMX differentiation) and team effectiveness.
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It should be noted, however, that responses on all the other variables were collected at the
same time. Therefore, unless a longitudinal study design with repeated measures is
employed, it is uncertain whether the causality is consistent with the temporal order of
data collection.

Sixth, common source bias might be incurred in the relationships among some
study variables. Although | measured the study variables from different sources, some
variables were measured from the same rater. For instance, leader-rated LMX
differentiation, LLX, and distributed expertise were measured by only team leaders, and
member-rated LMX differentiation, leader prototypicality, power distance orientation,
and group processes were measured by only team members. Thus, some correlations
among independent and moderator variables could have been inflated, which potentially
influences the statistical robustness of testing the interaction terms between them.

Seventh, some of the results could have been a function of the measure used for
leader-rated LMX. Greguras and Ford’s (2006) measure was used in this study and it
asked team leaders to rate their view of what team members provided to him or her.
However, one can use the other type of measure which asks team leaders’ view of what
she or he provides to team members. Thus, the findings on non-significant relationships
between LMX differentiation and group performance and group viability are less likely to

be generalized to situations where the other type of leaders’ LMX measures is used.

Directions for Future Research

There are several avenues for future research by extending the current study. First,
future research should examine the measurement issues in LMX quality. Although the
call for research on LMX measurement has been made by many scholars (e.g., Dienesch
& Liden, 1986; Graen & Uhl-Bien, 1995), there remains many issues to be resolved. Of
particular importance is that LMX should be measured from both leaders’ and members’

perspectives to capture the “reciprocally interdependent” nature of LMX relationships
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(e.g., Gerstner & Day, 1997; Scandura & Schriesheim, 1994; Schriesheim, Neider, &
Scandura, 1998). In doing so, the leader ratings of LMX quality can be measured by two
types of measures. Typically, some studies have used the “mirror version” of the
member LMX scale in which the items in both versions focus on the members
behaviors/attitudes towards the leader. For example, the item “I like my supervisor very
much as a person” (Member LMX) is “they like me very much as a person” (Leader
LMX). Although this type of measure can reflect both perspectives, it is less likely to
capture the mutually interdependent nature of LMX relationships as the mirroring items
measure whether leaders recognize what s/he does for his or her followers (Greguras &
Ford, 2006). To better capture the mutuality between leaders and members, | therefore
used the Greguras and Ford’s (2006) parallel version of LMX items (e.g., I like my
subordinate very much as a person”). Given that this study was the first to examine
leader-rated LMX differentiation, future research can compare the current findings on
leader-rated LMX differentiation using the mirroring items which have been used more
frequently in the LMX literature.

Furthermore, the underlying factors associated with leader ratings of LMX quality
may be different across the levels of analyses. When leaders are asked to rate their LMX
quality with a single team member (i.e., the dyadic level), their responses may be
different from what they would respond when asked to rate their LMX qualities with all
team members collectively (i.e., the team level). Hence, it seems that a great amount of
empirical research is necessary to examine the LMX measurement issues and it should
include such issues as comparing the types of leader-rated LMX measures and/or
developing theoretical frameworks explaining the measurement models across the levels
of analysis.

The second area is how to statistically operationalize LMX differentiation. With
regard to operationalization of dispersion (or differentiation) constructs, a recent study by

Cole et al. (2011) provided comprehensive guidelines. Following their suggestions,
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future research should define the nature of the LMX differentiation construct. In doing
so, the nature of LMX differentiation can be regarded as separation, variety, or disparity
(Harrison & Klein, 2007). According to them, separation is defined as “composition of
differences in (lateral) position or opinion among unit members, primarily of value, belief,
or attitude; disagreement or opposition” (p. 1203) and typically best operationalized by
standard deviation. Variety occurs when team members are diverse on a categorical
attribute (e.g., functional background)—that is, they are qualitatively different from one
another. Typically, variety is statistically operationalized by Blau’s index (1977). And,
disparity refers to within group differences in a share, amount, or a proportion of a
socially valued or desired resource (e.g., pay, power, prestige, or status). Although
Harrison and Klein did not explicitly state this, it seems that disparity assumes the
distributed resource is (or is at least regarded) tangible because disparity measures, such
as the coefficient of variation or the Gini coefficient, assume a ratio scale, meaning that
the construct being measured has a non-arbitrary (absolute zero) point. In my view, the
construct of LMX (or LMX differentiation) is an intangible resource and can be
operationalized along a continuum (not qualitatively different). Therefore, LMX
differentiation construct is likely to be better characterized as separation than variety or
disparity, and should be operationalized in terms of the standard deviation as was done in
this study.

It should be noted, however, that consensus has not yet been made among the
LMX researchers regarding which operationalization is the best. The prior LMX
differentiation studies instead have used several different statistics to operationalize LMX
differentiation: standard deviation (e.g., Mayer, 2008; Nishii & Mayer, 2009; Schyns,
2006; M. Stewart & Johnson, 2009), variance (e.g., Erdogan & Bauer, 2010; Henderson
et al., 2008; J. Hu & Liden, 2013; Liao et al., 2010; Liden et al., 2006: Williams et al.,
2009), ryg values (Bois & Howell, 2006), or the coefficient of variance (e.g., Chae & Lee,
2010; Hooper & R. Martin, 2008). Given Harrison and Klein’s (2007) review, it is
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recommended that future LMX differentiation studies use standard deviation of
individuals’ LMX scores within a team to operationalize LMX differentiation. This
suggestion is also consistent with a recent simulation study by Roberson and her
colleagues (2007). Their conclusion is when researchers are interested in the main effect
of dispersion measure (i.e., LMX differentiation in this case), using standard deviation
may be better than other indices such as average deviation, the coefficient of variation,
and ryg values (for more details, see Roberson et al., 2007).

Despite theoretical and empirical evidence favoring standard deviation over other
indices, variance is most frequently used in the LMX differentiation studies. The main
criticism on using variance is that the deviation from the mean is actually squared, which
in turn exaggerates the extent of dispersion within a team and makes the dispersion index
more susceptible to the influence of extreme values (Roberson et al., 2007). This
problem will be more prominent in the typical team-level studies as the average sample
size (i.e., the number of teams) in the empirical teams and group studies was 65 (Cohen
& Bailey, 1997). Future LMX differentiation research is warranted to validate this
suggestion in order to set a guideline on empirical examination and thus to make
empirical results from different studies comparable.

A third area for future examination is in LMX agreement between leaders and
members. As noted earlier, Graen and Uhl-Bien (1995) noted that the level of LMX
agreement should be considered an indicator of the quality of data used in the LMX
research, meaning that empirical results from data with the low level of LMX agreement
between members and leaders is less likely to be valid. However, Sin et al.’s (2009)
meta-analytic evidence showed that publication bias was not found in the level of LMX
agreement between leaders and members. It seems that LMX (and differentiation)
disagreement is reality; leaders and members do not seem to agree with their quality of
exchange relationship, thereby leading to a low correlation between leader- and member-

rated LMX differentiation scores (i.e., standard deviations of leader- and member-rated
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LMX scores within a team). Although several empirical studies on the low level of
agreement has been performed in the multi-source performance ratings literature (e.g.,
Hoffman et al., 2010; Scullen et al., 2000), no empirical studies in the LMX literature
have been conducted to systemically examine the sources of variance in LMX scores
and/or the underlying factors associated with LMX disagreement. A core question for
LMX agreement research, then, is what extent of LMX disagreement is measurement
error or bias (or true variance)? Future research is warranted to tease apart the sources of
variance in both leader- and member-rated LMX scores. Furthermore, several theoretical
frameworks including implicit leadership theories (ILTs) or implicit follower theories
(IFTs) can be applied to help develop a model that specifies variance components of
LMX responses. Example research questions built upon ILTs and IFTs include what
extent of variance in leader- and member-rated LMX scores can be explained by implicit
schemas regarding LMX relationships? Examining such questions also helps build a
more nuanced theoretical model in regard to dual perspectives of LMX differentiation
and their impacts on individual and team outcomes.

A fourth area for future research is building an integrative theoretical framework
that explains whether, why, and when LMX differentiation is functional or dysfunctional
to team effectiveness and individual effectiveness. In so doing, the contexts of team
leadership and team diversity should be considered. Often leadership is defined as a
process (e.g., Northouse, 2010). To further explicate this leadership process, Yukl (2012,
p.1) emphasized that “leadership is a two-way, interactive event between leaders and
followers rather than a linear, one-way event in which the leader affects the followers but
not vice versa.” Therefore, both leaders and followers should be factored in such an
integrative model to better capture leadership process.

As the present findings underscore, the social identity perspective of leadership
(Hogg, 2001) or self-categorization theory (Turner, Hogg, Oakes, Reicher, & Wetherell,

1987) would be a good example of theory to be incorporated with the traditional
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behavioral team leadership. This theory was also suggested as one of foundational
theories when researchers are interested in dispersion (or differentiation) as separation
within a team (Harrison & Klein, 2007). Such theoretical frameworks may be useful as
the social identity theory of leadership can answer questions regarding how team
leadership is evaluated and endorsed by team members (i.e., member-oriented approach)
and the traditional behavioral leadership theories can address theoretical issues regarding
why certain leader behaviors are functional to making teams effective (i.e., leader-
oriented approach).

Although I intended to build and test such an integrative model by suggesting a
dual perspective model of LMX differentiation, the lack of empirical support seems to
indicate that this model should be refined in future research. In hindsight, the current
model may oversimplify the reality of work team contexts by suggesting only the
additive effect of leaders’ task-oriented processes and members’ socio-emotional (or
social identity) processes. One plausible direction for future theoretical work is therefore
to take into account not only the additive effect but also the interactions between task and
social identity processes. In the team diversity literature, for example, van Knippenberg
et al. (2004) developed a model suggesting that task-related information processing
interacts with social identity processes in explaining the influence of team diversity on
group performance. That is, team diversity is functional to group performance because it
increases task-related information processing and elaboration and it is more likely to be
the case if team members’ social identity is not threatened or challenged.

A fifth direction is examination of the nature of LMX differentiation within a
team. LMX differentiation can play a role not only as a direct cause of individual and
team outcomes (i.e., an independent variable) but also as a context where the influences
of individual and team characteristics on individual and team outcomes are strengthened
or weakened (i.e., a moderator variable). Several studies have examined LMX

differentiation as a team context. For example, a high level of LMX differentiation
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creates a team context where team diversity features such as status hierarchies and
ingroup-outgroup conflicts are ritualized by a legitimate authority (i.e., a team leader)
(Nishii & Mayer, 2009), and team members become highly vigilant to social comparative
evaluations (Henderson et al., 2008; Liao et al., 2010).

It is therefore important for future researchers to clearly define the role of LMX
differentiation in their research model. If LMX differentiation is suggested to be a main
cause of individual and team outcomes, why it is functional or dysfunctional would be a
critical question. This question can be answered by examining mediators of the LMX
differentiation effect. In the current study, the findings (Table 8) showed that, albeit
nonsignificant, the direct effects of leader- and member-rated differentiation on group
performance and group viability, respectively, are .08 (57.1% of its total effect) and .29
(96.7% of its total effect). It thus suggests that there may be other mediating mechanisms
linking LMX differentiation to team effectiveness. Otherwise, the current null findings
may indicate that LMX differentiation works differently—it influences individual and
team effectiveness indirectly through interacting with other individual and team
characteristics.

If researchers are interested in a team context where LMX relationships are highly
differentiated as a moderator, it is imperative to understand what type of context high
LMX differentiation teams create. It seems that LMX differentiation build a social
context where a team member’s LMX quality imbues more critical meaning to individual
and team effectiveness (Johns, 2006). If this social context plays a role as a strong
situational constraint or opportunity for other individual and team characteristics, the
categorization by a high or low LMX quality should create a meaningful and salient
context (Henderson et al., 2008). In such contexts, for example, team diversity is
dysfunctional because LMX differentiation can be attributed to reflect differences among

team members, which in turn creates conflict within a team (e.g., Nishii & Mayer, 2009).
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A sixth area in need of future research is work context in which LMX
differentiation can have different impacts on individual and team outcomes depending on
specific work context characteristics. Although this call has been repeatedly made by the
LMX researchers (e.g., Anand et al., 2011; Dienesch & Liden, 1986; Dulebohn et al.,
2012; Gerstner & Day, 1997; Rockstuhl, Dulebohn, Ang, & Shore, 2012), a very small
number of LMX differentiation studies have examined team contexts. In particular, future
research is still warranted to investigate organizational and national/cultural contexts
where development of LMX relationships is embedded. One example of organizational
contexts is HR systems, and some important research questions include “is LMX
differentiation functional to individual and team effectiveness when the organization has
differentiation HR strategy and/or highly dispersed pay structure?” As for cultural
contexts, some interesting research questions include “is LMX differentiation more
congruent with the cultural beliefs, expectations, or stereotypes in some countries?” This
type of cultural research questions should have been examined in the current study but
due to the small sample size, this study is unable to provide valid evidence on this issue.
By designing a multilevel study, researchers need to investigate the impacts of these
broader contexts on the functional relationships of LMX differentiation and individual
LMX quality with various individual and team outcomes. The multilevel examination
with a longitudinal design is expected, therefore, to provide more nuanced empirical
evidence, thereby leading to a fuller understanding of the dynamic and complex nature of
LMX relationships in the dyad-, team-, and organization-levels of analysis.

Seventh, along with LMX differentiation, group-mean LMX (GLMX) may be
worthy to be examined in the future LMX research. This suggestion is drawn from the
current empirical findings that (a) there exists significant between group variance in
member GLMX scores (F = 2.13, p < .05; see Table 3), (b) group members’ LMX ratings
have a high level of agreement (ruqg) = .97; see Table 3), and (c) member GLMX was

significantly related to group processes and outcomes such as group role clarity, group
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coordination, relationship conflict, and group viability (see Table 10). Hence, this
empirical evidence may indicate that GLMX can be regarded as a shared unit property
rather than a configural property (for more detailed discussion, see Kozlowski & Kline,
2000) and predict important group-level outcomes. It should be noted, however, that
despite this positive evidence for GLMX, there is little theoretical evidence on how
GLMX forms at the group level (c.f., Choi & Guay, 2010; Seibert, Kraimer, & Choi,
2009). Given that group members usually share a common leader, GLMX is likely to be
a meaningful group-level construct. Future research is warranted to build theoretical

frameworks that further explain why, how, and when GLMX matters in group contexts.

Conclusion

The question whether team leaders should differentiate or not (Sparrowe & Liden,
1997) is very critical in typical work team settings but has remained unsolved. Team
leaders are challenged and required to lead their team by satisfying both each members’
idiosyncratic needs and the whole members’ common goals and values (Hirschhorn,
1991). In the line of this inquiry, based upon the dual perspectives of task and socio-
emotional orientation, this study tested whether leader- and member-rated LMX
differentiation influence the two aspects of group effectiveness (group performance and
group viability) through two separate mediating mechanisms (task and socio-emotional
group processes). Although the task and socio-emotional processes linking the dual
perspectives of LMX differentiation to group effectiveness were not supported in this
study, | found that leader-rated LMX differentiation is significantly correlated with the
four group processes. For member-rated LMX differentiation, | found that it is
negatively related to relationship conflict when team leaders are perceived as
representing the team members and team (e.g., value, goals, and norms).

The most important contribution is that the current study examined dual

perspectives of LMX at the group level and provided empirical evidence regarding
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significant relationships of both member and leader GLMX with group processes and
outcomes—albeit not a priori hypothesized. This finding, combined with the non-
significant effects for LMX differentiation on the group processes in the test of the
hypothesized model, suggests that leaders should form high quality relationships with all
members and not differentiate. The second important contribution is that this study found
leader prototypicality as one boundary condition of the relationship between member-
rated LMX differentiation and relationship conflict. This finding therefore indicates that
the social identity theory framework is likely to be a useful framework in understanding
the impact of LMX differentiation at the group level. It seems to be critical for team
leaders to be a prototypical team member, thereby leading team members to believe
differentiation by the leader as their effort to maintain social identity or group identity.
Overall, this study emphasizes that investigations of both team leaders’ and members’
sides is a critical starting point to bridge the LMX differentiation research with social

identity theory, and the LMX and team leadership literature.
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APPENDIX A
REVIEW OF LEADER-MEMBER EXCHANGE DIFFERENTIATION
STUDIES



Table A1 A Summary of Prior Empirical Studies on LMX Differentiation and Group-level LMX

Study Obijectives Methodological issues Key findings Theoretical
implications
Kozlowski & ¢ Developing and e The LMX-7 measure (4 point Likert o Group mean LMX is positively e Demonstrating that
Doherty (1989) testing the linkages scale) was used. correlated with work group climate the quality of
between leadership o LMX differentiation was not examined. scales (work structure, job interactions between
and climate at the Rather they divided the sample into understanding, responsibility, the supervisor and
group level. high (in-group) and low LMX (out- supervisor work emphasis, teamwork, their subordinates
group). intergroup cooperation, and affects subordinates’
e LMX was reported by followers. management awareness and interpretation of
concerns). organizational
e In-group members (high LMX) features, events, and
showed greater consensus in group processes.
climate perceptions than did out-
group members (low LMX).
e In-group members’ climate
perceptions tend to be closer to the
climate perceptions of their
supervisors than were those of out-
group members.
McClane (1991) e Exploring the impact e 4 Likert type items were used to e Group mean negotiating latitude is ¢ Demonstrating that

of role differentiation
on affective reactions
at the group level.

measure negotiating latitude (Liden &
Graen, 1980).

negatively related to role
differentiation.

e Group mean negotiating latitude is
positively related to group-mean
satisfaction with the leader, their task
and coworkers.

role differentiation
within groups is
significantly and
negatively related to
group members’
satisfaction.

orT
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McClane (1991) ¢ Role differentiation was o Group members with high role
calculated by summing the differentiation reported, on
absolute value of the average, a lower level of
difference between each satisfaction with their task.
member’s negotiating latitude
and the mean negotiating
latitude of the corresponding
group.
¢ Negotiating latitude was
reported by followers.
Cogliser & ¢ Exploring the influences of o The LMX-7 measure (5 point e Group mean LMX is o Demonstrating that LMX can
Schriesheim group contexts on group-level Likert scale) was used. positively correlated with occur both within and
(2000) LMX quality. e LMX differentiation was not work group cohesiveness, between groups.

examined.
o LMX was reported by
followers.

climates (conflict, autonomy,
skill variety, support, social
relations), and leader power
(expert, referent, legitimate,
and reward).

¢ Group mean LMX is
negatively correlated with
coercive leader power.

o LMX quality at the group
level provides a means for
interpretation of work group
climate.

e Group LMX quality is
meaningfully related to leader
power bases.

van Breukelen et
al. (2002)

e Examining whether LMX and
perceived LMX differentiation
affect work group
commitment at the individual
level.

o The LMX-7 measure (5 point
Likert scale) was used.

e The LMX differentiation
scale was developed; what
extent their supervisors
differentiated among the
various members of the group
in terms of friendliness and
feedback (p.224).

o LMX was reported by
followers.

o LMX is positively related to
work group commitment.

o Perceived LMX differentiation
is not meaningfully related to
work group commitment.

o The positive relationship
between LMX and work group
commitment is stronger when
perceived LMX differentiation
is low than high.

e Demonstrating that
individuals’ perceived LMX
differentiation tempers the
positive influence of
individual LMX on work
group commitment.

14"
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Boies & Howell

e Examining the influences of

Using the LMX-7 measure (5

e Group mean LMX is

¢ Showing that group-mean

(2006) group mean LMX and LMX point Likert scale), LMX positively related to team LMX and LMX differentiation
differentiation on team differentiation was calculated potency and negatively related  jointly influence team
potency and team conflict at by rwe. to team conflict. emergent states such as
the group level. o LMX was reported by o When LMX differentiation is potency and conflict.

followers. high rather than low, the
positive (negative)
relationship between mean
LMX and team potency (team
conflict) is stronger.
Ford & Seers e Investigating whether the e Using the LMX-7 measure (5 e Group-mean LMX is o Demonstrating that group-
(2006) group-mean LMX and LMX point Likert scale), LMX positively related to work mean LMX and LMX

differentiation are associated
with work climate agreement
at the group level.

differentiation was calculated
by DLMX which is created
by calculating within-group
SD on each item and then
averaging those within-group
SDs across items.

LMX was reported by
followers.

group agreement on group
climate (e.g., supportive
management, contribution,
and challenge).

LMX differentiation is
negatively related to work
group agreement on group
climate (e.g., supportive
management and
contribution).

differentiation directly
influence within group
agreement on climate.

Liden et al. (2006)

¢ Exploring the influence of
LMX differentiation on both
individual and group
performance.

Using the LMX-13 and LMX-
MDM measures (7 point
Likert scale), LMX
differentiation was calculated
by within group variance.

The within group median
score of LMX was used to
capture group-level LMX.
LMX was reported by
followers.

Neither group-level LMX nor
LMX differentiation is
significantly related to
individual and group
performance.

The relationship between
LMX differentiation and
individual performance is only
significant and positive for
individuals with low LMX.

e Examining the question
whether LMX differentiation
hurts or enhances individual
and group performance.

e Demonstrating the moderators
of the LMX differentiation-
performance relationship.
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Liden et al. (2006)

o The relationship between
LMX differentiation and
group performance is only
significant and positive for
groups with high task
interdependence.

o The relationship between
LMX differentiation and
group performance is only
significant and positive for

groups with low LMX median.

e The LMX-MDM measure (7
point Likert scale) was used.

o LMX differentiation was
calculated by SD.

o LMX was reported by
followers.

o LMX differentiation in
contribution dimension is
negatively related to group
level job satisfaction and
commitment.

o L MX differentiation in loyalty
dimension increases group
goal fulfillment in groups with
high work value but decreases
group goal fulfillment in
groups with low work value.

o LMX differentiation in respect
dimension increases
percentage of group goal
fulfillment only in groups with
low work value.

e Demonstrating that LMX
differentiation influences team
members’ attitudes and group
goal fulfillment.

e Examining LMX
differentiation in specific
dimensions and group work
value as a moderator of the
LMX differentiation-goal
fulfillment relationship.

Schyns (2006) e Examining the effect of LMX
differentiation on work
attitudes at the group level.

Hooper & R. e Examining the effect of

Martin (2008) perceived LMX variability on
job satisfaction and wellbeing

at the individual level.

e The LMX-7 measure (5 point
Likert scale) was used.

e To measure perceived LMX
variability, a single-item
LMX distribution measure
was used and then coefficient
of variance was calculated.

o Perceived LMX variability
negatively affects job
satisfaction and wellbeing and
positively affects team
conflict, after controlling for
individuals’ own LMX.

o Examining the influence of
LMX variability on work
attitude and wellbeing after
controlling for individuals’
own LMX.

e Testing the role of pe(rjgeived
team conflict as a mediator.

evt



Table Al (cont’d)

Hooper & R.
Martin (2008)

e LMX was reported by
followers.

e Team conflict mediates the
relationships between LMX
variability and job satisfaction
and wellbeing.

Mayer (2008)

e Examining the influences of
group mean LMX and LMX
differentiation on individuals’
interactional justice perception
at the cross level.

e Using the LMX-7 measure (5
point Likert scale), LMX
differentiation was calculated
by SD.

o LMX was reported by
followers.

e Group mean LMX is
positively related to
interactional justice
perceptions, after controlling
individual LMX.

o L MX differentiation is
negatively related to
interactional justice
perceptions, after controlling
individual LMX.

o The relationship between
LMX differentiation and
interactional justice is
significantly negative only
when group mean LMX is low
than high.

e Demonstrating that group
mean LMX and LMX
differentiation have direct and
joint effects on individuals’
interactional justice
perceptions after controlling
individual LMX.

Henderson et al.
(2009)

e Examining how individual
LMX and LMX
differentiation at the group
level influence employees’
perception of psychological
contract fulfillment and
associated behaviors.

o Using the LMX-7 measure (7
point Likert scale), LMX
differentiation was calculated
by within group variance.

o Relative LMX (RLMX) score
is a within-group deviation
score.

o LMX was reported by
followers.

¢ Relative LMX (RLMX) is
positively associated with
psychological contract
fulfillment after controlling for
individual LMX.

o The positive relationship
between RLMX and
psychological contract
fulfillment is stronger when
LMX differentiation is high
than low.

¢ Providing empirical evidence
showing that LMX operates at
multiple levels (individual,
individual-within-group, and
group levels).

e Demonstrating that LMX
works in comparison to
others’ LMX at the individual
level.
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Henderson et al.
(2009)

e Psychological contract
fulfillment mediates the
relationships between RLMX
and in role performance and
sportsmanship after
controlling for individual
LMX.

Nishii & Mayer
(2009)

e Examining group mean LMX
and LMX differentiation as
moderators of the diversity-
turnover relationship at the
group level.

o Using the LMX-7 measure (5
point Likert scale), LMX
differentiation was calculated
by SD.

o LMX was reported by
followers — they described
that “it is a follower’s own
view of whether he or she is
involved in a high-quality
relationships with the
manager that drives
subjective perceptions about
status, inclusion, and worth
within the group” (p. 1422).

o L MX differentiation is not
significantly related to
turnover.

o When LMX differentiation is
high, the relationship between
demographic diversity and
turnover is positive.

o When LMX differentiation is
low, the relationship between
tenure diversity and turnover
is negative.

o When LMX differentiation is
low around a high LMX mean,
the relationship between
demographic diversity and
turnover is negative (best
scenario), whereas when LM X
differentiation is high around a
high LMX mean, the
relationship between
demographic diversity and
turnover is strongly positive
(worst scenario).

o Demonstrating the moderating
role of group level LMX in
the diversity-turnover
relationship.

e Group mean LMX and LMX
differentiation jointly
influence the diversity-
turnover relationship.

14
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M. Stewart &
Johnson (2009)

e Examining group mean LMX
and LMX differentiation as
moderators of the diversity-
performance relationship at
the group level.

e Using the LMX-7 measure (4
point Likert scale), LMX
differentiation was calculated
by SD.

o LMX was reported by
followers.

o An experimental study of US
military.

e For groups with high mean
LMX and gender
heterogeneity, LMX
differentiation increases group
performance.

e Demonstrating that LMX
quality at the group level is to
be considered to better
understand the group
diversity-performance
relationship.

Williams et al. ¢ Exploring group-level LMX o Using the LMX-7 measure (4 o Group mean LMX is o Demonstrating that the
(2009) as an antecedent of team-level point Likert scale), LMX positively related to team-level relationship quality at the
career mentoring. differentiation was calculated career mentoring and group level affects team
by within group variance (but individual team-source interactions that support and
just as a control variable). learning. encourage team-level career
o LMX was rated by followers. mentoring.
Chae & Lee e Examining curvilinear e Using the LMX-7 measure (5 o LMX differentiation has an e Demonstrating that LMX
(2010) relationship between LMX point Likert scale), LMX inverted U-shaped relationship differentiation has both

differentiation and group
performance and group
diversity as its moderator at
the group level.

differentiation was calculated
by coefficient of variance
(CV).

o LMX was reported by
followers.

with group performance.

o As age diversity increases, the
positive influence of LMX
differentiation gets stronger
whereas its negative influence
gets weaker.

o As educational diversity
increases, the positive
influence of LMX
differentiation gets weaker
whereas its negative influence
gets stronger.

o As affective commitment
diversity increases, the
positive influence of LMX
differentiation gets stronger
whereas its negative influence
gets weaker.

positive and negative
influences on group
performance depending on the
extent of differentiating group
members.

e Emphasizing the importance
of contextual factors (group
diversity) in group leader
functioning.
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Erdogan & Bauer
(2010)

e Integrating LMX
differentiation and justice
research by examining the
moderating role of justice
climate in the relationship
between LMX differentiation
and attitudes and coworker
relationship.

e Using the LMX-7 measure (7
point Likert scale), LMX
differentiation was calculated
by within group variance.

o LMX was reported by
followers.

o LMX differentiation is
significantly and negatively
related to job satisfaction only
when procedural justice
climate is low.

o L MX differentiation is
significantly and negatively
related to organizational
commitment only when
procedural justice climate is
low and distributive justice
climate is low.

o LMX differentiation is
significantly and negatively
related to satisfaction with
coworkers only when
procedural justice climate is
low and distributive justice
climate is low.

o L MX differentiation is
significantly and positively
related to helping behaviors
only when distributive justice
climate is high.

o Testing whether the outcomes
of LMX differentiation
depend on fairness climate.

Liao et al. (2010)

e Examining LMX
differentiation as a moderator
of the relationships between
LMX and self-efficacy and
creativity.

e Using the LMX-7 measure (7
point Likert scale), LMX
differentiation was calculated
by within group variance.

e LMX was reported by
followers.

o LMX is significantly and
positively related to self-
efficacy only when LMX
differentiation is low.

o L MX is significantly and
positively related to creativity
via self-efficacy only when
LMX differentiation is low.

e Testing that LMX quality
interacts with LMX
differentiation in predicting
self-efficacy and creativity.

LyT
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APPENDIX B
SURVEY ITEMS

Member-rated leader-member exchange (Source: members at time 1)

I am willing to apply extra efforts, beyond those normally required, to meet my
supervisor’s work goals.

I do not mind working my hardest for my supervisor.

10. I am impressed with my supervisor's knowledge of his/her job.

11. I respect my supervisor's knowledge of and competence on the job.

12. 1 admire my supervisor's professional skills.

1. 1 like my supervisor very much as a person.

2. My supervisor is the kind of person one would like to have as a friend.

3. My supervisor is a lot of fun to work with.

4. My supervisor defends my work actions to a superior, even without complete
knowledge of the issue in question.

5. My supervisor would come to my defense if | were "attacked" by others.

6. My supervisor would defend me to others in the organization if | made an honest
mistake.

7. 1do work for my supervisor that goes beyond what is specified in my job
description.

8.

9.

Leader-rated leader-member exchange (Source: members at time 1)

I like my subordinate very much as a person.

My subordinate is the kind of person one would like to have as a friend.

My subordinate is a lot of fun to work with.

My subordinate defends my decisions, even without complete knowledge of the
issue in question.

My subordinate would come to my defence if I were “attacked’ by others.

My subordinate would defend me to others in the organization if I made an honest
mistake.

| provide support and resources for my subordinate that goes beyond what is
specified in my job description.

I am willing to apply extra efforts, beyond those normally required, to help my
subordinate meet his or her work goals.

I do not mind working my hardest for my subordinate.

10. 1 am impressed with my subordinate’s knowledge of his/her job.

11. I respect my subordinate’s knowledge of and competence on the job.

12. T admire my subordinate’s professional skills.

Group role clarity (Source: Members at time 1)

1. Members of my team feel secure about how much authority we have.
2. Clear, planned goals and objectives exist for my team.
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3. Members of my group know that we have divided our time properly.
4. Team members know what his/her responsibilities are.

5. Our group members know exactly what is expected of us.

6. Explanation is clear of what has to be done.

Group coordination (Source: Members at time 1)

1
2
3
4
5

. Our team worked together in a well-coordinated fashion.

. Our team had very few misunderstandings about what to do.

. Our team needed to backtrack and start over a lot. (R)

. We accomplished the task smoothly and efficiently.

. There was much confusion about how we would accomplish the task. (R)

Relationship conflict (Source: Members at time 1)

1. How much relationship tension is there in your work group?
2. How often do people get angry while working in your group?
3. How much emotional conflict is there in your work group?

Group potency (Source: Members at time 1)

1. Members of my team have great confidence that the team can perform effectively.
2. My team can take on nearly any task and complete it.
3. My team has a lot of team spirit.

Power distance orientation (Source: Members at time 1)

1. In most situations managers should make decisions without consulting their
subordinates.

In work-related matters, managers have a right to expect obedience from their
subordinates.

Employees who often question authority sometime keep their managers from
being effective.

Once a top-level executive makes a decision, people working for the company
should not question it.

Employees should not express disagreements with their managers.

Managers should be able to make the right decisions without consulting with
others.

Managers who let their employees participate in decisions lose power.

A company’s rules should not be broken, not even when the employee thinks it is
in the company’s best interest.
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Leader prototypicality (Source: Members at time 1)

This leader is a good example of the kind of people that are member of my team.
This leader represents what is characteristic about the team.

This leader is representative of my team.

This leader stands for what people in my team have in common.

This leader is very similar to most people in my team.

This leader is an embodiment of our group norms.

IZEEES AN

Leader-leader exchange (Source: Leaders at time 1)

I am Wllllng to apply extra efforts, beyond those normally required, to meet my
supervisor’s work goals.

I do not mind working my hardest for my supervisor.

10. I am impressed with my supervisor's knowledge of his/her job.

11. I respect my supervisor's knowledge of and competence on the job.

12. 1 admire my supervisor's professional skills.

1. I like my supervisor very much as a person.

2. My supervisor is the kind of person one would like to have as a friend.

3. My supervisor is a lot of fun to work with.

4. My supervisor defends my work actions to a superior, even without complete
knowledge of the issue in question.

5. My supervisor would come to my defense if | were "attacked" by others.

6. My supervisor would defend me to others in the organization if I made an honest
mistake.

7. 1 do work for my supervisor that goes beyond what is specified in my job
description.

8.

9.

Distributed expertise (Source: Leaders at time 1)

1.
2.
3.

Each team member has specialized knowledge of some aspect of our project.
Different team members are responsible for expertise in different areas.

The specialized knowledge of several different team members was needed to
complete the project deliverables.

4. | know which team members have expertise in specific areas.

Group performance (Source: Upper-level managers at time 2)

1. This team is very competent.
2. This team gets its work done very effectively.
3. This team has performed its job well.

Group viability (Source: Members at time 2)
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Members of my team care a lot about it, and work together to make it one of the
best.

Working with team members is an energizing and uplifting experience.

There is a lot of unpleasantness among members in the team. (R)

Some members in the team do not carry their fair share of the overall
workload.(R)

Sometimes, one of us refuses to help another team member out. (R)

As a team, this work group shows signs of falling apart. (R)

Every time we attempt to straighten out a member of the team, whose behavior is
not acceptable, things seem to get worse rather than better. (R)



Table C1 Standardized Factor Loadings in the 12-factor Model

APPENDIX C

CONFIRMATORY FACTOR ANALYSIS RESULTS
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MLMX1

MLMX2

MLMX3

MLMX4

LLMX1

LLMX2

LLMX3

LLMX4

PDO1

PDO2

LPT1

LPT2

GRC1

GRC2

GCD1

GCD2

DE1

DE2

.90

.79

.62

.86

91

.87

.83

75

Il v \Y \ VIl

.83

.93

.92

.93

.83

1.00

.89

91

.65

74

VI

VI

X

Xl

Xl




Table C1 (cont’d)
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RC1

RC2

RC3

GPT1

GPT2

GPT3

LLX1

LLX2

LLX3

LLX4

GPF1

GPF2

GPF3

GV1

GV2

\

VIl

Vi VIl

.90

.92

7
.95
.96
79

X Xl Xl
.84
91
.69
.69
.85
.85
.87
7
1.00

Note. MLMX = member-rated leader-member exchange; LLMX = lead-rated leader-
member exchange; PDO = power distance orientation; LPT = leader prototypicality;
GRC = group role clarity; GCD = group coordination; DE = distributed expertise; RC =
relationship conflict; GPT = group potency; LLX = leader-leader exchange; GPF = group
performance; GV = group viability; all factor loadings are significant at p < .05 level.
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