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Summary

According to Leader-member Exchange (LMX) theoeaders develop different quality
relationships with followers in their team (termedX differentiation). An important
theoretical question concerns how different LMXat@nships within a team affect followers’
work outcomes. This paper provides a critical remod the concept of LMX differentiation.

We propose that the LMX differentiation processiketo patterns of LMX relationships that
can be captured by three properties (central tarydemriation, and relative position). We
describe a taxonomy illustrating the different wélysse properties have been conceptualized
and measured. We identify two approaches to LMXed#ntiation as being a ‘perspective of
the team’ (that are shared amongst team membeegs)perspective of the follower’

(subjective perceptions unique to each followehede perspectives lead to different types of
measures that predict different outcomes at thiohehl and team levels. We describe
theoretical models employed to explain the effettsMX differentiation (justice, social
comparison, and social identity theories). Gengré#tie lower the within-team variation in
LMX or the more a team member’'s LMX is higher tliaa mean team LMX, the better are the
work outcomes, but many moderators condition tleéfeets. Finally, we identify some key

areas for future research.
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Introduction

A popular framework to examine workplace leadershi focus on the quality of the
relationship that exists between the leader antidmngollower (termed Leader-member
Exchange Theory, LMX) (Yammarino, Dionne, Chun &areau, 2005). The central tenet of
LMX theory is that, through engaging in differeppés of social exchanges, leaders
differentiate in the way they treat their followéesading to different quality relationships
between the leader and each follower (DansereaerGs Haga, 1975; Graen & Cashman,
1975). This approach contrasts with the hithertmidant perspective that leaders treat all their
followers in the same way (termed ‘average leaderstyle’ approach). In LMX theory, the
leader-follower relationship is the central unitaofalysis rather than leader or follower traits,
styles or behaviors as is the case in other lehgetiseories. From this perspective, leadership
has been viewed as a two-way relationship betwdead®r and a follower aimed primarily at
attaining mutual goals (e.g., Graen & Uhl-Bien, 39Biden, Sparrowe & Wayne, 1997). The
result is relationships that can range from low Loality, which are limited to exchanges
that relate to the employment contract and are Imgask-orientated in nature, to high LMX
guality which are characterized by high trust, iatdion, support and rewards, resulting in
employees and supervisors being loyal to one anatia sharing mutual feelings of liking and
respect (Graen & Uhl-Bien, 1995; Liden & Graen, QP8

There has been a considerable amount of resedaachMX (see Bauer & Erdogan,
2016) and this has provided a comprehensive uratelsity of the antecedents, the stages of
development, the relationship with work-relateatates and behaviors, and factors that
mediate and moderate this process (for review#\saad, Hu, Liden, & Vidyarthi, 2011,
Martin, Epitropaki, Thomas & Topakas, 2010; Schram, Castro, & Cogliser, 1999). Meta-
analyses of the literature show consistent posrgleionships between LMX quality and

follower reactions (such as, job satisfaction arghnizational citizenship behavior; e.g.,
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Dulebohn, Bommer, Liden, Brouer & Ferris, 2012: &eer & Day, 1997; llies, Nahrgang &
Morgeson, 2007) and work performance (such as,aadlcitizenship, and negative
relationship with counter-productive performance;,eMartin, Guillaume, Thomas, Lee &
Epitropaki, 2016). In addition, considerable cotgsisy in findings, across different
demographic factors, job types and countries, shgwipositive relation between LMX
quality and work outcomes have been found (Mattial.e 2010).

While LMX theory is essentially dyadic in naturee(i leader-follower dyads), there has
been a refocusing of research to address grouppeeaomena (Graen & Uhl-Bien, 1995;
Thomas, Martin, Epitropaki, Guillaume & Lee, 2013apmas, Martin & Riggio, 2013b; Tse
& Ashkanasy, 2015). This acknowledges that leadensage many followers and that each
leader-follower dyadic relationship occurs withire tcontext of multiple LMX relationships.
Given that leaders reliably differentiate betwessmt members, this makes this concept a
concern for both practical and theoretical reastiieaders have different LMX relationships
with team members, then the relation between LMXvork outcomes might be based not
only on the quality of the relationship with themager but also on the quality of the
relationships the manager has with other membettseofvork team. The way in which
managers develop different LMX relationships wighrm members has been referred to as the
LMX differentiationprocess and this results in specific patternshdKlwithin the team (e.g.,
from being all the same quality to being differantuality).

The examination of LMX differentiation is currentlymajor focus of LMX research
and our search of the literature shows that thebmurof papers dedicated to this topic is
growing rapidly. In this review we are less conegrmwith why LMX differentiation occurs
(see Hendersomjden, Glibkowski & Chaudhry2009) but with the consequences of this
process to team members. With respect to thisjmietlie literature to be often inconclusive
with regards to some key findings and somewhaobiitgd. For example, some studies show

the extent that there are different levels of LMXHhe team explains additional variance in



Leader-member Exchange (LMXjf@&entiation 5

outcomes (such as, turnover intentions) aboveahla X alone (e.g., Harris, Li & Kirkman,
2014 ) while other studies do not find this (eam,organizational commitment and satisfaction
with coworkers; Erdogan & Bauer, 2010). In additiaunile LMX variation often has a
negative impact on work outcomes (e.g., Cobb & [281,5) other studies show it has no
impact (e.g., Chen, Yu, & Son, 2014) while othensrid a positive relationship (e.g., on
helping behaviors; Erdogan & Bauer, 2010). Sucbmscstent findings might indicate that
there are moderators that might explain when LMKateon has an impact upon outcomes.

While recent research elucidates some of the méaharand boundary conditions of
these inconsistent effects, gaps still prevail. Mfebute some of these inconsistencies to
issues that are both theoretical and methodologiaadture. Specifically, there exists a
tendency for authors to conceptualize LMX differation from alternative perspectives
resulting in the use of a variety of different maas that aim to capture similar constructs. As
such, the LMX differentiation literature currentgcks structure and clarity. Further, there is
not a direct measure of the LMX differentiation pees itself (i.e., the way the leader develops
different quality relationships), instead, studtepture the@utcomeof the process referred to
as different ‘properties’ in this review.

Given the theoretical importance of LMX differenian to LMX theory and the
significant increase in focus on this topic, weidg? a critical review of the area is warranted.
There are many important theoretical implicatioheegsearch into LMX differentiation and the
interplay between the individual (LMX) and team (KMlifferentiation) levels potentially
provides a more complete explanation of outcomas focusing on one level alone (Liden,
Erdogan, Wayne & Sparrow2006). Our aim is to provide a critical analysishe concept in
terms of conceptualization, measurement and thieareinderstanding and not a systematic
review of the literature (for this see Anand, Vidya& Park, 2015) nor why and how
differentiation occurs. The intention of this rewiés to offer a number of contributions to the

literature and we have organised these into foctiag®s. In the first section, we define and
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explain LMX differentiation as a process and dediieethe main properties of this process. For
the first time we describe and define the main progs of the LMX differentiation process
and in so doing identify new properties that haaaeived virtually no research attention. We
report a taxonomy to categorise the different messsaf LMX differentiation to offer some
clarity regarding the differing perspectives cuthgadopted in the literature and how they
configure together. The second section descrilemtin theoretical approaches to explain
how the properties of LMX differentiation prediaitoomes. In doing this we review the main
findings linking properties of the LMX differentiah process onto work-related variables. The
third section identifies some key areas for fun@search in terms of methodological
refinements and advancing theoretical understanafitige LMX differentiation process.
Finally, we summarize the main contributions of plager.

I. LMX Differentiation: Definition, Propertiesand M easurement
This section defines the LMX differentiation prosgdescribes the most salient properties of
the outcome of the differentiation process andewsiand evaluates measurement techniques.
LM X Differentiation Definition
The way that leaders develop different qualitytreteships with members of their team has
been referred to as thé/X differentiationprocess. LMX differentiation is defined as “...a
process by which a leader, through engaging irdif§ types of exchange patterns with
subordinates, forms different quality relationshi@nging from low to high) with them. As
such, LMX differentiation refers to a set and omeoof dynamic and interactive exchanges
that occur between leaders and members, the naftwieich ... may differ across dyads
within a work group” (Henderson et al., 2009; p9b1. MX differentiation does not refer to
the mean LMX quality in the team, but to the extiwat there are differences in LMX quality
within the team (for a review see Anand et al.,201
LMX Differentiation Properties

While LMX differentiation refers to thprocessy which leaders develop different quality
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relationships with each team member, the resultsaifprocess will be differentiation patterns
of LMX quality between team members. Three nmaiopertiesof the differentiation process
pattern can be identified and assessed (centrdétery, variation and relative position) and
these are described below.

The first property of the differentiation processcerns the within-teaentral
tendency(i.e., central or typical value of a distributiomlich is normally assessed as the team
mean or median score. While most research has ardrithhe mean, some argue that the
median is a better indicator of aggregation becéuspresents the middle person in the team
while the mean might not correspond to any team begrte.g., Liden et al., 2006). The central
tendency simply describes the average or middle LdgdXlity within the team and, in itself, is
not of direct interest in understanding the relati@tween the LMX differentiation process and
outcomes. However, the team mean LMX quality caretaadirect effect on measures of LMX
differentiation. For example, if team mean LMX gbiais at the scale minimum or maximum
(indicating no within-team variance), then therd & no LMX differentiation. If team mean
LMX quality is at a moderate scale level, then ¢heray be a relation between this and
measures of LMX differentiation. For example, diffist teams might have the same team
mean LMX quality but have different levels of vaita around the mean. Due to these
considerations, team mean LMX quality is an imparfaroperty as it informs where on the
LMX quality continuum (low vs. high) the team ischied and therefore it is often employed as
a control variable or as a moderator in assesbim@utcomes of the LMX differentiation
process (e.g., Gooty & Yammarino, 2016).

The second property of the differentiation proaasscerns the within-team dispersion
or variation in team members’ LMX quality(MX variationi.e., the degree of variation in
team members’ LMX quality). It should be noted ttias is often termed ‘LMX
differentiation’ in the literature. However, we leamade a distinction between LMX

differentiation as therocessby which leaders develop different LMX quality witeam
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members and LMX variation agpaopertyor outcome of the differentiation process (Hooker
Martin, 2008). There are two dimensions to LMX &#ion; dispersion(i.e., the amount of
spread of LMX between team members) dradribution shapdi.e., the pattern of LMX
within the team). However, we are aware of only stuely that has examined the distribution
shape of within-team LMX quality (Li & Liao, 2014)nd therefore we will return to this
important property in the Future Research secion.ease of presentation, for rest of the
review we use the term LMX variation to refer te tispersion aspect of this property.
Measures of LMX variation require summarizing wndual-level data (i.e., from
individual team members) to unit-level construces. (work team) and how this is done
reflects the assumptions that are made about laore between lower and high order
constructs (in this case individual LMX quality atedm-level LMX quality). There are
different types of compositional models that carebrployed to aggregate the data (Chan,
1998; Kozlowski & Klein, 2000). Compositional modelre examined when “... the higher
level construct is of a collective or aggregataireand is construed as some form of
combination of the lower level units” (p. 235). @@ 998) describes five compositional
models, that make different assumptions aboutdlaion between lower and higher order
constructs and therefore how they should be agtgdgand these can be applied to
understanding the different ways LMX variation dencomputed (see Table 1). We briefly
describe each of these below.

Additivemodels are ones where there is a close functrefationship between
concepts at different levels so that lower levetsuocan be summed to represent higher order
units. In the context of LMX variation this woule lbepresented by combining individual team
members’ LMX to calculate team mean LMX quality.€Ble computational models produce
within-team central tendencies (the first propelggcribed above) that ignore the focal aspect
of concern in this paper (i.e., variatioDjrect consensusodels are based on using within-

team consensus of lower level units as a way toadpealize higher order units. These models
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have been popular within organizational behavieeagch (e.g., studies that have
conceptualised individual-level perceptions of @tmas related to organizational climate;
Klein, Conn, Smith & Sorra, 2001). The focus igi@mine similarity in perception of the
focal construct rather than the absolute level.pg this to LMX variation, such models
would calculate within-team agreement to survemgehat ask to rate the quality of the
relationship the team member has with the leadgr, (@sing &g, Wikaningrum, 2007). Whilst
within-team agreement is desirable in many fieldsesearch (to justify aggregation of data), it
is less so in areas, such as LMX variation, whieeediegree of variation in lower level units is
the main focus of enquirReferent-shift consensaosodels are similar to direct consensus
models except that the referent person for theuati@an changes (or shifts) levels of analysis
from the individual to unit-level (see, e.g., resdaexamining perceived team self-efficacy,
e.g., Prussia & Kinicki, 1996). With respect to LMAriation, instead of team members rating
the quality of their relationship with the leadére referent becomes the team and therefore
team members judge the relationship of all team beesmwith the leader. Data is then
combined in the same way as for direct consensuteisoro the best of our knowledge, we
are not aware of any LMX research utilizing thegees of models but believe such research
could address some interesting research quesiisyersionmodels provide a potentially
more relevant way to operationalize LMX variatitwan the previous models as they focus on
the degree of variation of the focal construchatindividual level to conceptualize the
concept at the unit-level. Examples of dispersi@uets in organizational behavior research
include studies examining perceptions of climatergjth (e.g., Schneider, Salvaggio &
Subirats, 2002). Applying this to LMX variation ezsch would lead to measures of within-
team dispersion of individual LMX quality scoresi¢h as, standard deviation, Boies &
Howell, 2006) as indices of variation. Indeed, tiyjge of compositional model is by far the
most frequently employed in LMX variation researEmally, processmodels differ from the

preceding four models because they do not rely gpatic constructs (such as perception of
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LMX quality) but on processes that change from Ioteehigher level constructs. In the
context of LMX variation, researchers might be iated in how teams come to agree on the
degree of variation in their team. One could aralgslividual-level LMX quality and then
specify the processes which individual team memébensbine their perceptions of LMX
quality to form a team-level construct. We are awtire of any equivalent measures in LMX

variation research.

The third property of the LMX differentiation praasrefers to the within-tearelative
positionor location of each team member’'s LMX quality wigspect to other members of the
team who are managed by the same ledddK(relative positioni.e., the relative standing of
a team member’'s LMX compared to other team membRedative position can be assessed
on a number of comparative or relative dimensieng.( whether team members believe their
LMX quality is ‘better than’ vs. ‘worse than’ orbave average’ vs. ‘below average’ other
team members). For example, some team members ocuighider themselves to have a better
LMX quality with the leader compared to other team@mbers. Whatever relative dimension is
considered, or methodologically employed, the astilt is the ordering of team members’
LMX quality on an evaluative/comparative dimensidhere is clearly a relation between
relative position and LMX variation. The greatee thariation in LMX quality, the greater will
be the range of relative positions. Put another,Wdlgere is no variation in LMX quality (i.e.,
all team members have the same LMX), then therdearo variation in relative position.

It is important to consider the different propestaescribed above to better understand
the impact of the LMX differentiation process onnelated outcomes. The general benefits
that LMX quality has on outcomes might be basedombt on the quality of the relationship a

person has with his or her manager (LMX quality), boi some extent, on the variation and
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distribution shape of LMX quality within the tealaM X variation and shape) and how each
person’s LMX compares or relates to other team neesfLMX relative position).

LMX Differentiation Measurement

The LMX differentiation process creates teams wpRcific patterns of LMX qualities. We
have described the main properties of the LMX ttigtion and in this section we describe
some of the main ways researchers have tried tauneghese properties. It should be noted
that no one measure alone can fully capture the lditiérentiation process. Researchers have
employed many different ways to assess the two praiperties of the LMX differentiation
process described above (i.e., LMX variation andd.idlative position). As will become clear
in later parts of this review, the different typgsmeasures reflect different perspectives and,
due to this, we have developed a taxonomy of tiierdnt LMX differentiation measures in
order to provide better clarity of the literature.

The taxonomy is based on two dimensions. Thedireension, as described above,
concerns the property or outcome of the LMX diffaration process (i.e., LMX variation or
LMX relative position). The second dimension comsathe source of the measure in terms of
whether it is obtained from individual team membhess, individual-source) or from a number
of team members who have the same leader (i.eti-sauirce). One implication concerning
the source of the measurement is the level of arsabf the data. Individual-source data
provides estimates at the individual level (witlcleéeam member having unique estimates)
while multi-source data provides estimates at ¢laent level (with a team estimate applied to
each team member). Within the individual-sourceatision, it is possible to identify an
additional sub-dimension that concerns whethendividual estimates the property entirely
(i.e., direct measurement) or it is calculated, tradlefore inferred, from an individual’s
estimates (i.e., indirect measurement). The ditindetween direct and indirect measurement
is common within the organizational behavior litara (e.g., research on actual vs. perceived

group diversity, HarrisorRrice, Gavin & Florey2002; Shemla, Meyer, Greer & Jehn, in
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press). All multi-source data, due to its nature,iadirect with estimates of LMX
differentiation properties being calculated or méel from individual estimates.

Therefore, for the two LMX differentiation propess (variation and relative position),
there are three measurement categories (indivsuaiee/direct, individual-source/indirect,
and multi-source). Below we describe examples adsuees that fall within each of the
different categories discussed above (shown inelapllt is worth noting that most of these
measures have not been employed often and mamyeareff measures designed by the study
authors which contribute to the lack of claritytthgpifies the domain with regards to the best
way to capture LMX differentiation. In the relevasgctions we identify the most commonly

employed measures.

LMX Variation MeasuresThe aim of these measures is to capture the eegre
dispersion of LMX scores within the team. For thdividual-source measures (i.e., from one
team member) there are examples of both directraticect measures. Examples of direct
measures include judgments of the extent the |daekstis team members differently e.g., on
social/task dimensions (Van Breukelen, van der eagWesselius & Hoes, 2002) or
friendliness and feedback (Van Breukelen, Konsta&h\e Vlist, 2002). These measures
provide subjective perceptions of the amount of Li&fiation within the team. Examples of
indirect measures include a technique, originaflyedoped by Hooper and Martin (2008), that
asks team members to indicate the number of peopheir team (including themselves) that
have different quality relationships with the leafeom very poor to very good). From this
data, estimates of within team variance can beutatkd. While the data are collected from
one individual, this is an indirect measure asdibgree of variability is inferred from

calculating the within-team variation of LMX scores
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Multi-source measures (i.e., from more than onetesember) are the most popular
measures and account for approximately 80% of mmeasi LMX variation. These measures
are indirect in nature, and involve various waysdmbine individual team members’
judgments of LMX to reflect team-level variatiom¢hin nearly all cases they represent the
dispersion compositional model described abovejntples of these techniques include
calculations of dispersion such as standard devigg.g., Boise & Howell, 2006), variance
(e.g., Erdogan & Bauer, 2010), and absolute diffeeescores (e.g., McClane, 1991). The
higher the score, the greater is the within-tearmatian in team members’ LMX.

LMX Relative Position Measurethe aim of these measures is to assess thequostti
each team member’s LMX in relation to that of otteerm members. There are a number of
individual-source measures and nearly all of tresedirect in nature. An example of this is
the LMX social comparison measure (LMXSC) whiclaisix-item measure developed by
Vidyarthi, Liden, Anand, Erdogan and Ghosh (20T items ask respondents to indicate
how their manager treats them (e.g., supportivelally, enjoying their company) compared
to other members of the work team. Higher scoradavionply that the leader treats the
respondent better than s/he treats other team mienfother direct measure involves asking
respondents to compare the quality of the relakignthey have with their manager with other
team members, e.g. on a scale from ‘below avertagabove average’ (Martin, Dello Russo,
Legood & Thomas, 2015). This measure directly astlividuals to assess their relative
position within the work team as being above opiethe ‘average’ LMX in the team. The
only indirect measure we could identify is reporbgdBaker and Omilion-Hodges, (2013) who
computed the difference between a team memberssisent of their own LMX and their
judgment for the team member who they believedthadest or worst LMX in the team.

For multi-source measures there are a number ohgbes and these are all indirect in
nature. The most frequently used is relative LMXN¥X e.g., Henderson et al., 2008) or

sometimes referred to as ‘deviation scores’ (Egrris, 1985) which is the team member’'s
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LMX quality minus the team mean LMX quality. High.RIX equates to team member’s
LMX quality being higher than the average LMX qtyafior their work team. The RLMX
measure is by far the most popular way to exanetetive position accounting for over 70%
of all measures for this property. Another exampleMXRS (e.g., Harris & Kirkman, 2014)
which is the square root of summed differences betvteam member’'s LMX quality and
other team member’'s LMX quality divided by numbérespondents. As for RLMX, the
higher the LMXRS, the better the individual's stangin the team with respect to LMX
quality.
Critical Considerations on M easurements
In evaluating the measures, we identify two perspes to the LMX differentiation process
that affect the theoretical conceptualization apdrationalization (i.e., measurement) of its
properties and the interpretation of the reseadratirfgs. We describe each of these below.

The first perspective views the outcomes of LMXeatiéntiation as a result of the way
leaders develop different LMX relationships witlaite members and are therefore a
perspective of the work teamn this perspective the properties of LMX diffetiation are
conceptualized, and measured, from an analysi &faan members’ LMX quality. Therefore,
this perspective leads to the use of mainly mutirse and indirect measures. For example,
measures of LMX variation are based on combiniagitenembers’ LMX quality (e.g., within-
team standard deviation of team members’ LMX quaBbies & Howell, 2006) and LMX
relative position from comparing individual LMX diitg with the team mean LMX quality
(e.g., RLMX, Henderson et al., 2008). In both catie=re is an assumption that the outcome of
the LMX differentiation process is shared by teasmbers at the team (e.g., by applying
within-team variances to all team members) andviddal (e.g., by calculating RLMX using
the within-team average for all team members) evel

The second perspective to examine the LMX diffeation process focuses on the

follower’s perceptions of their and other team mersbLMX quality. The LMX
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differentiation process is not seen as a shargoeptyof the team but as a lens through which
followers interpret their relationship with thegdder and other leader-follower’s relationships
within the team, and therefore iparspective of the followeln this perspective the properties
of the LMX differentiation process are conceptuadizand measured, as unique subjective
perceptions for each team member and, to reflestemploy mainly single-source and direct
measures. A crucial distinction between this perspe and the former one is the concept of
the ‘team’. The perspective of the team approashrass that team membership is shared and
agreed by all team members. However, from the pets of the follower approach, the team
is a subjective representation for each team memanwmktherefore can contain different team
members for each person. Measures based on thisaapare subjective perceptions such as
degree of LMX variation (e.g., evaluations of theywhe leader treats all team members, van
Breukelen et al., 2002) and relative position anding of their own LMX quality compared to
others in the team (e.g., LMXSC, Vidyarthi et 20,10).

We now focus on some conceptual problems of thessppctives that affect measuring
the properties of LMX differentiation. One conseqece of the perspective of the team
approach is the requirement that data is needed dtbteam members in order to obtain
reliable estimates (e.g., to have reliable indafesithin-team variance). However, LMX
variation indices are often calculated on incomgteams, with varying and non-representative
response rates (e.g., Liden, et al., 2006, repa@s$ponse rate of 60% implying that incomplete
teams were represented). If full team data is alécted, then these measures do not reflect
the team but only those that completed the surmeytldese may not be representative of the
whole team (Rogelberg et al., 2003). Even if dateoilected from all team members it does
not negate another potentially more important comdbat team membership is socially
constructed and that the boundaries between wing &nd who is ‘not in’ the work team
probably varies between team members (and indeaduasction of LMX quality itself). Even

in teams that are numerically small and have wafihgéd boundaries, there is often
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disagreement about team membership. Consider #rag of a manager of 12 individuals
who are located in three sub-teams of four team Ineesneach. At what level will each team
member construe their work team? Would it be asthegroup level (i.e., 4) or manager-level
(i.e., 12)? If one assumes that perceptions of te@mbership are not shared by all team
members, then this has important implications fodigs that use these types of measures.

As noted above, we propose that each of thesequingps address important, but
different, research questions. Focusing on the Ldfférentiation process as a perspective of
the team makes assumptions about team membershghared perceptions which themselves
can be legitimate research questions. One advaofabes perspective is that it allows for
examination of the effects of LMX differentiationqeess at both the individual and team
levels and for cross-level hypotheses (e.g., Hesmheet al., 2008). In addition, this perspective
is essentially leader-centric, as it reflects #wuit of the leader’s differentiation process, and
therefore the properties of differentiation migktreliable predictors of the leader’s
perceptions of LMX differentiation and his/her wadated attitudes and behaviors. By
contrast, focusing on the follower’s perceptiorled LMX differentiation process leads to
mainly individual-level hypothesis testing. Withspeect to this, we would argue that since this
perspective taps into individual subjective judgisesf LMX differentiation, then, they are
likely to be a better predictor of individual-levalitcomes than the alternative perspective
(Martin et al., 2015; Thomas et al., 2013a).

II. Theoretical Approachesand Empirical Findings

As a theory, LMX is located at the dyadic level mmakspecific hypotheses concerning how
relationship quality with the leader enhances feowell-being and performance. A range of
potential mediating variables have been proposatréilect different theoretical orientations
such as role clarity, trust, job satisfaction, oigational commitment, motivation and
empowerment (see Martin et al., 2016). While LMXdly can help elaborate on certain

outcomes through the consideration of theoretiegliyled mediators, in its original form, it is
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unable to explain the effects of LMX variation ddX relative position on outcomes. To be
able to explain the effects of LMX differentiatidoyiX theory would need to acknowledge
that each follower’s focus is not just on the qyatif the relationship they have with their
manager but also the quality of the relationshgrtanager has with other followers in their
team. Since the level of analysis of LMX theorpighe dyadic level (leader-follower), the
basic theory is not suitable for extrapolationhte team-level (leader-multiple followers). A
strict interpretation of LMX theory would suggekat the pattern of LMX relationships within
a team should have no, or minimal impact, on thievidual LMX to outcomes relationship.
Nonetheless, there are good theoretical argumentbé inevitability of high levels of
LMX variation (Hooper & Martin, 2008) and therefdr®1X relative position, due to
limitations in leader’s resources and time (foriegxs see Graen & Uhl-Bien, 1995; Henderson
et al., 2009). Indeed, research has shown thah#jerity of managers have different quality
relationships with members of their team (Liden &én, 1980). In their review of the
literature pertaining to Stage 2 of LMX theory deyenent, Graen & Uhl-Bien (1995)
concluded that in general only high LMX qualityatbnships were exclusively beneficial for
leader, follower, team and organizational outcoraes, by implication effective leadership
necessitates low levels of LMX variation (Graenj Bluraylor, 2006). On the other hand,
there are competing arguments in favor of high L&iation. Team members vary in terms
of their ability, skills and motivation to effecely perform the more challenging aspects of
their roles, thus differentiation may allow a mogpgimal fit between followers’ capability and
their work assignments culminating in better indual and team performance (Danserau,
Yammarino & Markham, 1995; Sparrowe & Liden, 1991Mus, while “Differentiation may
represent a means for best utilizing varying knolgke skills, and abilities of members. On the
other hand, differentiation may lead to perceptiohgnfairness ... or unhealthy factions of
members which result in lowered group cohesiveaadsproductivity” (Liden et al., 1997, p.

73). These competing perspectives suggest a corrgtarst paradoxical, relationship
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between LMX differentiation and individual and teamtcomes (Zhang, Waldman, Han & Li,
2015).

The research, in fact, alludes to the complexigcdbed above by showing
inconsistent relationships between LMX variation gerformance. While some studies show
a positive relation between LMX variation and periance controlling for individual LMX
(e.g., Naidoo, Sherbaum, Goldstein & Graen, 20dthers have not (Liden et al., 2006). A
study by Le Blanc an@onzalez-Rom#2012) also reports a positive relationship betwee
LMX variation and team commitment and team perfaroga however only when the team
median of LMX quality was low. Negative, albeit vikeaorrelations have been found between
LMX variation and a number of attitudinal outconsegh as job satisfaction (e.g., Erdogan &
Bauer, 2010) and affective commitment (e.g., Sch2066). We note that while LMX
variation is typically measured indirectly with ritdource data, the above attitudes were
measured at the individual level. Some authors bggeegated individual attitudes to the team
level but this might be masking important crossleelationships (e.g., Schyns, 2006).

Taken together, these findings suggest a complatiaeship between LMX variation
and individual and team outcomes involving courdéing forces that need to be integrated
with other theoretical frameworks in order to b@lained. In this section we briefly review
three main theories that have been employed (@fteanjunction with LMX theory) to help
make predictions aboutMX differentiation (LMX variation and LMX relativestanding)
namely organizational justice, social comparisoth swcial identity theories.

Organizational Justice Theory

Organizational justice theory is often utilized wHeoking to examine team processes related
to LMX differentiation. In essence, there are twadamental principles of organizational
justice — equity and equality (Deutsch, 1975; Gbeeg, 1990). The equity principle states that
individuals seek to maintain the proportionalityigbut to outcomes in relation to comparable

others, whereas the equality principle maintaiaé tutcomes and rewards should be equally
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distributed across all team members irrespectivelafive inputs (Adams, 1965). Both justice
principles are germane to LMX variability and LMZlative position, and as such, add
explanatory power over and above LMX theory. Popdy, the equity principle would predict
that high relative LMX leads to better individualkkl consequences, while the equality
principle would predict that low LMX variation issociated with better outcomes at the team
level. However, following an equity principle coudso lead to better outcomes at the team
level insofar as members share and consider Waicdoption of that principle in their given
context. Below we briefly describe research relévamach of these predictions.

LMX Variation Low LMX variation involves equal treatment of lfmlvers which could
occur regardless of relative contribution, and thulids the norm of equality and contravenes
the norm of equity. Empirical studies examiningtbobgnitive and affective group states (e.g.,
Chen,He & Weng,2015; Cobb & Lau, 2015; Li & Liao, 2014), have ogled moderate
negative correlations between LMX variation andcesses such as group cohesion, group
proactivity, coordination and communication. A pautarly noteworthy study is that of Li and
Liao (2014) which was longitudinal in design andlexxied objective outcomes of performance
(reported as team profit). The authors found amalveegative relationship between LMX
variation and team profit that was mediated by teaprdination. Essentially LMX variation
was found to disrupt team coordination, which,umt had negative consequences for
performance. On the other hand, operationalizing{l\\riation using a multi-source indirect
measure (B, index), Boies and Howell (2006) found that LMX iadnility may even be
associated with greater team potency and lower teanftict if the overall team mean LMX is
high.

Team conflict (both relational and task) has alserbinvestigated as a key team
process (i.e., Boies & Howell, 2006; Cobb & Laul30Chen et al, 2015; Hooper & Matrtin,
2008). Overall, the greater the LMX variation thgher was the team conflict. Such a notion

is supported by a recent study by Zhou and Shi4p@hich found that high LMX variation
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was associated with increased relationship confllobb and Lau (2015) also found that LMX
variation had a negative effect on team conflict.te other hand, high LMX variation might
be seen to fulfil the norm of equity (if based offiedent inputs) but clearly violates the norm
of equality. In the context of work teams, this ¢enparticularly problematic as there is often
an assumption that leaders need to treat team migrftgesame to be seen as procedurally fair
(Leventhal, 1980). When leaders are seen to treatbers differently (leading to high LMX
variation) they can be seen to be procedurallyiu(@andura, 1999) and this can lead to
deterioration in team processes and worse workoogs (e.g., Hooper & Martin, 2008).
Relevant to this point, all three dimensions ofigeshave been empirically examined in the
literature. In the above-cited study, Cobb and (2015) reported a negative relation between
LMX variation (operationalized as within-team stardideviation) and climate for justice
(distributive, procedural and interactional). Oftpaular interest was that LMX variation had a
negative effect on climate strength, meaning iticedl the consistency of justice perceptions
(more than the level or average climate perceptidissamining both justice and conflict, Chen
et al. (2015) found that LMX differentiation was radharmful when the grounds for
differentiating among team members were not constair” (i.e., team members’ task
performance was not the main basis for leaderg@mihtiation processes).

Another important issue to consider is that thea# of LMX variation might be
explained by cross- and multi-level effects (ibetween the team level represented by LMX
variation and the individual level represented gnmbers’ attitudes and behaviors). Erdogan
and Bauer (2010), for example, reported multi-leiederation wherein the effects of LMX
variation on individual commitment, satisfactiortvcoworkers, OCB and withdrawal
behaviors were moderated (and in instances coatpletversed) by distributive and
procedural justice climate. The best outcomes wbserved in conditions of high LMX
variation and high justice climate while, in comstraconditions of low distributive and

procedural justice climate turned the impact ohhig/1X variation on individual behaviors
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severely negative. Similarly, Hayni€ullen, Lester, Winter & SvyantgR014) found low vs.
high distributive justice climate completely revenighe impact of LMX variation on employee
task performance (i.e., reporting an “x” effectloé interaction term). This finding, in
particular, highlights that as long as the impletadmprocedures are perceived as fair, high
LMX variation can lead to positive consequencesctvBuggests it may well serve the equity
principle. Finally, Han and Bai (2014) reportedtthegh LMX variation was associated with
lower individual perceptions of distributive anddractional justice. Further, in the case of
interactional justice, the relationship was modsddiy task interdependence such that it was
more negative for teams with high interdependence.

Finally, it is worth noting that LMX variation isfien conceptualized as a moderator
rather than the independent variable. Kauppila $204port that LMX variation reduces the
relationship between individual LMX quality and OC&imilarly, Harris, Li and Kirkman
(2014) found that in groups with low LMX variatigmeasured as within-team variance)
individual LMX quality was more strongly related @CB (positively) and turnover intent
(negatively). Having the opposite effect, the maaigation present within a team was found to
strengthen the positive relationship between LM4ldgy and employee subjective
performance (Ma & Qu, 2010). An interesting stughBpitropaki et al. (2016) found,
utilizing cross-level analyses, that LMX variatifmith the individual-source/indirect Hooper
& Martin, 2008, measure) accentuates the positletionship between political skill and
RLMX. Such a finding would suggest that in competitenvironments, political skill is a key
asset so to ensure a strong position within tha tedh reference to LMX quality. Such
examples typify the tendency for studies to reppgosing results, thus contributing to an
inconsistent picture with regards to findings.

LMX Relative PositionHigh LMX relative position that is based on tlypigy
principle is likely to have a positive effect ordimidual outcomes (Liden et al., 2006). Indeed,

positive relationships with outcomes such as peréoce and OCB have been reported (e.qg.,
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Epitropaki et al., 2016; Henderson et al., 2008;&HLiden, 2013; TseAshkanasy &
Dasborough2012), while negative relationships with actuasthbver have been shown (Ferris,
1985; Graenl.iden & Hoel,1982). These last two studies tested the reldtipas

longitudinally and found the association to rangernf weak to moderate. Moreover, high
RLMX may even benefit team-level performance beedwdX relative position rewards and
enables the most productive and motivated membdhe deam (Chen et al, 2015; Scandura,
1999). Equity norms however are more in line wittividual than team goals and are likely to
engender competition rather than cooperation imse@eutsch, 1975; Hooper & Martin,
2008).

Social Comparison Theory

Social comparison theory provides a good vantag# far understanding the consequences of
LMX relative position more than LMX variability. Ehmotivation to engage in social
comparisons is ubiquitous and leads to either dediiive or unconscious comparisons with
similar others on important aspects in one’s lifiejuding relationships (Buunk & Gibbons,
2007; Festinger, 1954; Lord & Maher, 1993). LMXatéle position makes social comparisons
particularly salient to team members for three saasFirst, team members are similar to each
other because they share the same leader, possesgasqualifications, skills and
capabilities, and experience similar events onilg Basis (Hu & Liden, 2013). Second, given
the absence of objective standards for evaluagtagionship quality, others’ relationships are
used as a benchmark for comparison (Festinger,; Figbult et al., 1991). Finally, because
team members typically work closely together theylikely to be frequently confronted with
evidence of differential treatment by the leaddrdqifas et al, 2013a). This comparative
information is inevitably used by team membersdgeas their relative position with the leader
compared to other salient individuals (e.g., eslcclose or similar co-workers) or more
commonly the team average (i.e., the frog pondcefiohns, 2006).

While the role of social comparisons is acknowletigeorganizational justice theory,
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social comparison theory goes much further in fowuen the motives for engaging in social
comparison, the direction of comparison, and tliecéfe, evaluative and behavioral outcomes
of comparison (Thomas et al., 2013a). For exantp&assimilation-contrast model
(Mussweiller, Ruter & Epstude, 2004) differentiabetween two basic motives that may
influence the outcomes of LMX relative positionentrast effects (i.e., the desire to self-
enhance and compete with others) and assimilatfents (i.e., the desire to affiliate, identify
and cooperate with others). It is often argued bleaause the workplace is inherently a more
competitive than cooperative context, contrastotffare likely to be the prevalent motive
(Greenberg, Ashton-James & Ashkanasy, 2007). Basetis logic, the LMX comparison
process should invoke contrast effects in whiclividdals, depending upon their relative
position in the team, experience a downward comsparfeel-good-perform better effect or an
upward comparison-feel bad-perform worse effecofas et al., 2013a; for a review, see
Buunk & Gibbons 2007).

Only a handful of studies have employed direct mezssof LMX relative position,
which explicitly operationalize the social comparnisand these are all individual-source. These
measures are better able to assess the role af sooiparison compared to indirect measures
(such as RLMX). One such measure is LMXSC desidmedidyarthi et al. (2010) which
directly asks team members for their perceptioreocéiving better treatment by their leader
vis-a-visthe other team members. A similar measure, nareezkjyed LMX comparison
(Martin et al., 2015), asks people to evaluatertbein LMX quality as “below” or “above” the
average in their team. Hence, it is evaluativeaiathan perceptual and encompasses both
downward and upward comparison. Dealing with thie@mes of these direct measures some
interesting findings have emerged. Vidyarthi e{2010) found positive relationships between
LMXSC and performance and OCB, whilst controlliog RLMX and LMX quality. Martin et
al (2015) found that perceived LMX comparison lsetter predictor of work-related outcomes

compared to RMLX, and that the effects of perceilBIX comparison on job satisfaction,


https://www.researchgate.net/publication/259211154_Social_cognition_in_leader-follower_relationships_Applying_insights_from_relationship_science_to_understanding_relationship-based_approaches_to_leadership?el=1_x_8&enrichId=rgreq-8a1776c6cfdce79e0251de91e20d0a51-XXX&enrichSource=Y292ZXJQYWdlOzMxNjc1NDQxOTtBUzo0OTE4MzE4NzYxMjQ2NzJAMTQ5NDI3MzI2NTQzOQ==
https://www.researchgate.net/publication/259211154_Social_cognition_in_leader-follower_relationships_Applying_insights_from_relationship_science_to_understanding_relationship-based_approaches_to_leadership?el=1_x_8&enrichId=rgreq-8a1776c6cfdce79e0251de91e20d0a51-XXX&enrichSource=Y292ZXJQYWdlOzMxNjc1NDQxOTtBUzo0OTE4MzE4NzYxMjQ2NzJAMTQ5NDI3MzI2NTQzOQ==
https://www.researchgate.net/publication/222670689_Social_Comparison_Processes_in_Organizations?el=1_x_8&enrichId=rgreq-8a1776c6cfdce79e0251de91e20d0a51-XXX&enrichSource=Y292ZXJQYWdlOzMxNjc1NDQxOTtBUzo0OTE4MzE4NzYxMjQ2NzJAMTQ5NDI3MzI2NTQzOQ==
https://www.researchgate.net/publication/45706510_Where_Do_I_Stand_Examining_the_Effects_of_Leader-Member_Exchange_Social_Comparison_on_Employee_Work_Behaviors?el=1_x_8&enrichId=rgreq-8a1776c6cfdce79e0251de91e20d0a51-XXX&enrichSource=Y292ZXJQYWdlOzMxNjc1NDQxOTtBUzo0OTE4MzE4NzYxMjQ2NzJAMTQ5NDI3MzI2NTQzOQ==
https://www.researchgate.net/publication/45706510_Where_Do_I_Stand_Examining_the_Effects_of_Leader-Member_Exchange_Social_Comparison_on_Employee_Work_Behaviors?el=1_x_8&enrichId=rgreq-8a1776c6cfdce79e0251de91e20d0a51-XXX&enrichSource=Y292ZXJQYWdlOzMxNjc1NDQxOTtBUzo0OTE4MzE4NzYxMjQ2NzJAMTQ5NDI3MzI2NTQzOQ==

Leader-member Exchange (LMXff@&entiation 24

job-related wellbeing and objective performanceenawsitive and stronger for those low (vs.
high) in LMX quality.

Social Identity Theory

The basic tenet of social identity theory and damasegorization theory (i.e., the social identity
theory of the group) is that when individuals idignivith a group they experience a sense of
oneness with that group, and are cognizant of hlaeacteristics, status and behaviors
identified with group membership, and what demasaheir group from other groups
(Ashforth & Mael, 1989; Hogg & Terry, 2000; Taji& Turner, 1986). Although social

identity theory has been primarily concerned witteigroup dynamics (Hogg & Terry, 2000)
and LMX theory has centred mainly on dyadic reladid_MX variation with its focus on
team-level processes provides an important poiimttefsection (e.g., Hogg & Martin, 2003;
Hogg et al., 2005). For example, LMX theorists hkorey recognized that differentiation
processes can create LMX-based in-groups and oupgrin teams (e.g., Danserau et al.,
1975). Relatedly, the extension of social iderttigory to leadership (e.g., Haslam, Reichers &
Platow, 2011; Hogg, 2001; Hogg & van Knippenbef)3 has focused on intragroup
dynamics (e.g., the development of identity-basdmyeoups) and leadership in teams.
(Sub)group membership imbues followers with a sefsgentity — a social identity — and
leaders shape and embody this social identityamse(Thomas et al., 2013b).

Team identification is central to social identityebry, and researchers have used it to
link social identity theory with social comparistireory (Tse et al., 2012). For example, Hu
and Liden (2013) argue that under conditions ohheam identification assimilative effects
are likely to dominate follower’s responses to LvBfative position, whereas under conditions
of low team identification contrast effects areelikto prevail. The important role of social
identification as a mechanism moderating the irttligl-level outcomes of LMX relative
position has also been supported empirically. Tse. €2012) tested a moderated mediation

model and found the positive relationship betweeMR and job performance was mediated
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by social identification, which was higher when atge affectivity was low. Hu and Liden
(2013) found that self-efficacy mediated the relaship between RLMX and job satisfaction
(partially), task performance (partially) and OdBllf). Further, the path from RLMX to self-
efficacy was moderated by team identification.

Social identity theory and social categorizatiosaity have also been adopted to
explain team-level consequences of LMX variatioe. (ioutcomes of the differentiation
process from the perspective of the team). For l@nsui, Wang, Kirkman and Li (2015)
highlighted the necessity for researchers to censidt only linear main effects but also
curvilinear relationships between LMX variation gretformance outcomes, and their
potential moderators. Operationalizing LMX variatias the within-team standard deviation of
LMX, the authors reported an inverted U-shapedimgiahip between LMX variation and team
performance which was partially mediated by teaprdimation. Furthermore, the authors
pointed out the moderating role of both team simktaam power distance orientation, which
have the potential to strengthen (or weaken) thudtive effect of LMX variation on team
processes and outcomes. In a similar veini-uj,Sun & Yang2015) reported a curvilinear
relationship between LMX variation and team cragti\Specifically, an inverted U-shaped
relationship was found which was moderated by temtX quality (measured as LMX
median) in that the curvilinear relationship wasisier when LMX median was lower. These
findings suggest that there is an optimal poirithdiX variation in a team that preserves team
dynamics and benefits team performance.

Summary and Critique

The review of the literature above clearly showsrbed to move from a simple dyadic
understanding of leader-follower relationships. (iLdMX quality) to understanding that these
relationships occur in the context of multiple LM&lationships in the team. However, while
the number of studies examining the effects of LM#ferentiation is growing, there is

considerable confusion and inconsistency in theirigs (Kauppila, 2015). As illustrated
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above, the relationship between LMX differentiataomd outcomes is not a simple one to
describe. We attribute this, in part, to the akdine ways in which researchers operationalize
the properties of the differentiation process amésure it. For example, the majority of
measures are multiple-source in nature (within-tearmation for LMX variation and RLMX

for LMX relative position). When these measuresaarployed the potential conceptual
problems noted in the earlier section should besicened. By contrast few measures are
employed that are better suited, in our view, foteee the theoretical concepts under
investigation. For example, when examining soamstruction processes through utilizing
justice, social comparisons or identity perspestivedividual-level measures that capture
individual's subjective experiences may be moreraypate.

At its core, LMX theory is unable to account foradpects of LMX differentiation. As
such, additional theories are utilized in the &tare to provide greater explanatory power. The
three theories described are the most popular wegsplain the effects of LMX
differentiation on outcomes. However, they diffatharespect to their ability to address the
different properties of LMX differentiation. Whilerganizational justice and social identity
theories appear to be relevant for both LMX vapiatand LMX relative position, in contrast
social comparison theory is more relevant for usiderding LMX relative position. Taken
together, these theories suggest a number of eagplgnmechanisms through which the
process of LMX differentiation may be harmful, @anversely beneficial, for teams and
individuals, and the exploration of further moderatwould help clarify under which
conditions each path is more likely to operate.

[11. Future Resear ch Developments
In this section we propose three key directionddture research development in LMX
differentiation: properties of LMX differentiatiof@specially LMX shape), methodological
refinements in the measurement and analysis of Idifiérentiation; the LMX differentiation

process including the role of the broader contextatermining the impact of LMX
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differentiation.
Properties of LM X Differentiation
The first area for development concerns more rebeacus on the shape of the LMX
distribution. As mentioned earlier, while we idéyptihree main properties of the LMX
differentiation process we noted that there has b@tually no research on LMX variation in
relation to LMX shape (for an exception see Li &bj 2014). While examining the shape of
team distributions has been shown to have impogtancelation to other areas in
organizational behavior research, such as climategptions (e.g., Gonzalez-Roma &
Hernandez, 2014), work group diversity (e.g., vampigenberg & Schippers, 2007) and for
judgments of trust (e.g., De Jong & Dirks, 2012san omission in LMX differentiation
research is surprising.

The importance of LMX shape can be demonstratel yipothetical examples of
LMX distributions (see Figure 1). For presentatiawe, consider a team of nine members with
relationship quality measured on a 5-point scaté wibeing low quality and 5 being high
quality. As illustrated in Figure 1, there are aner of potential dispersion patterns including;
uniform (all team members have the same LMX quality, A Ypb@Il shapesymmetrical
(normally distributed about a mid-point, J,shape-symmetricginverted bell, E),
asymmetrica{unequal number of team members either side oé soal-point, F)skewed
(proportionally more team members with extreme tmhigh LMX quality, G and H),
bimodal(equal number of low and high quality team membir@nd many other patterns can
be envisaged. The top three distributions (A taeflect a uniform pattern where all team
members have the same relationship quality (exoegdch profile it is low, medium or high
LMX quality). While the mean, median and mode facle distribution are different, the
standard deviation is the same. Therefore, whilthemaatically the three distributions have the
same amount of LMX variation (in this case zerbg éxperience of relationship quality in

each case is likely to be different. One could seably argue that when the uniform pattern is
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all high, then individual- and team-level outcormel be higher than when the uniform
pattern is medium or low. The second set of distidms concern different bell-shaped
distributions (D to F) where the pattern is notfarm but where there is variation in LMX
quality between team members. The first two oferdistributions (D and E) are symmetrical
distribution while the other is asymmetrical (Fnelsymmetrical distributions (C and D) have
the same mean and median but the later has greatation (due to more extreme scores) and
this may lead to conflict and reduced team perforceaWhile the amount of LMX variation is
the same in distributions E and F, the more extragyenmetrical distribution (F) consisting of
two sub-groups (low and high LMX quality) might afsely affect outcomes. The skewed
distributions show patterns of negative (G) andtpas(H) skews. Again, while the patterns
are very different they result in the same levdliiX variation. However, one might expect
the direction of the skew would affect team outcemaevith distribution H leading to most
positive outcomes due to the higher mean LMX quakitnally, the bimodal distribution (1)
shows a situation where there is equal numbenoiiod high LMX team members (note we
reduced the team size to eight to achieve an dxlahce). Here the mean does not correspond
to any team member and therefore would not be d geresentation of the team average.
Although the variation in LMX quality is low compat to other distributions (such as E and
F), one might consider the sub-grouping into low high LMX quality team members would
be a source of conflict and lead to poor team meee and outcomes. Overall, these examples
show that it is possible for two distribution patieto be similar on some distribution
properties (like variation) but have very differelgtribution shapes that likely impact upon
team members’ experience of variation and therafopact upon work outcomes.

The above analysis supports the view, describdeedhat the outcome pattern of the
LMX differentiation process is shared by all tearemfbers and therefore emphasizes the
perspective of the team. Such a perspective leaheasures of LMX variation (e.g., standard

deviation) and LMX relative position (RLMX) thatilite LMX indices for all team members.
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However, an alternative perspective views the ouof the LMX differentiation process
from the perspective of the follower. This perspecviews LMX differentiation as a unique
subjective experience for each team member. Oneotassume that the actual LMX shape
within the team is the one construed by each teamiver. Instead, each team member
construes their own LMX shape that might be veffedent to the actual one. Let us consider
an example of the positive skewed distribution (H)this distribution team members with a
high LMX quality (4 and 5) might feel their primawork needs are met by their manager and
less concerned with the LMX quality of other teareamiers and perceive a lower than actual
LMX variation. Those team members with a low LMXatjty (1 and 2) might feel their
primary needs are not met by their leader, feelarsvand threatened by those with a high
LMX quality, and consequently perceive a highenthatual LMX variation. Due to these
reasons, this perspective suggests individual stigeassessments of LMX variation and

LMX relative position is most appropriate.

It is important to note that of the previously mwed theoretical perspectives to explain
LMX differentiation, Social identity theory is begkaced to account for the outcomes of LMX
variation and LMX shape at the team level. For gxamn terms of the shape or structural
configuration of LMX variation, social identity they would anticipate that a bimodal
distribution (i.e., two equally sized LMX-based gutups of low vs. high LMX quality) would
be particularly harmful because it is likely to enger more tension and mistrust between
subgroups (i.e., “us” and “them”), and thus undemrtieam coordination and team
performance (Li & Liao, 2014). Relatedly, Sui et@015) in an extension of social identity
theory to LMX differentiation posit that team parftance is best served by an inverted U

shaped configuration of LMX variation (see Figurdlbell shape-symmetrical), because
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moderate levels allow the leader to gain efficiebegefits from role differentiation while
avoiding the creation of factional LMX-based suhgre. Notwithstanding these important
initial insights regarding the structure of LMX fifentiation, we believe that the literature on
LMX differentiation would benefit from a more congrensive analysis of the shape of LMX
distributions within the work team.

Our final recommendation concerns the need to denall the properties of the LMX
differentiation procesOur review has identified three main propertiethe pattern of LMX
distribution (central tendency, variation and rekaposition). However, our literature review
shows that the vast majority of research tendsdad on only one of these properties and this,
we believe, provides only a partial account ofithpact of the differentiation process. More
specifically, we propose that future research couéitly advance knowledge by looking at
multiple properties within the same studies. Famgle, one might expect that the effects of
LMX relative position will be affected by the amdwf LMX variation. Followers with a high
LMX relative position might experience enhancedifpges benefits when LMX variation is
also high as this would indicate a large differebegveen themselves and other team
members.

M ethodological Advances

We believe the area would benefit greatly fromuke of better methodological approaches
and analysis of key concepts. We give an examfgeagt to each of the properties of LMX
differentiation.

In terms of central tendency we noted earlier thigtis often used as a moderator
variable in relation to the impact of the other tgroperties of LMX differentiation on
outcomes. However, different measures of centraldacy have been employed as the team
mean (e.g., Tordera & Gonzéalez-Roma, 2013) or te&aian (e.g., Liden et al., 200&\s
noted by Henderson et al. (2009) these measuresditi@rent meaning, and they recommend

that the median is a better way to aggregate ttee 8a our example of different distributions
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in Figure 1 show that different measures of cenéadlency (mean, median and mode) can
have different interpretations for the same distidn. For this reason, we believe researchers
should pay closer attention to the shape of theeiloligion before determining which measure
of central tendency best captures the ‘average) te&mber.

With respect to LMX variation, techniques such asia network analysis would be
particularly useful (see Sparrowe & Emery, 201%y. &ample, if network tie strength is
viewed as a proxy for LMX quality, then social netl analysis (as described below) could
provide a more detailed analysis of the structooalfiguration of LMX (both variation and
shape) than can be achieved by current methods ésstandard deviation). Moreover, social
network analysis permits the mapping of tie strbr{gtlationships) for the full structural
network of the work group (leader-member & memloemember) and thus can more
accurately map the full range of structural confagions (see Figure 1). For example, when
LMX relationships are embedded within a clique wivgroup consisting of strong member-
member ties (termed Simmelian ties) then this setwatrengthen each of the LMX
relationships in the clique (Liden, Anand & Vidyairt2016).

With respect to LMX relative position, the most ptay measure has been RLMX
which is the difference between individual LMX giyabBnd team mean LMX quality.
Difference scores are notoriously difficult to irgeet and recent advances in this area
recommend the use of polynomial regression andseblotting as a way to mitigate against
many of these problems (see Edwards, 2001). Rdssarare beginning to adopt this
technique to depict the three dimensional relatignbetween individual and team mean LMX
quality with the outcomes (e.g., Hu & Liden, 20Y3dlyarthi et al., 2010; but Tse et al., 2012,
argue this technique might not be necessary). ¥ameple, by mapping LMX relative position
three-dimensionally allows researchers to simuttasl examine both the degree (i.e.,
magnitude) and the direction (i.e., low relativatss vs. high relative status) of LMX relative

position as well as the absolute levels of the camepts of LMX relative position (i.e.,
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individual LMX quality and team mean LMX quality3de Edwards, 2002). Of importance,
this technique enables researchers to develop coonplex and interesting questions about
LMX relative position, such as, is the relationshgiween relative position and outcomes the
same for team members whose relative positionl@iber above the team average?

An additional area for development concerns thedbanalysis. To date, the research
has almost exclusively focussed on the followeesspective of the differentiation process.
One of the few studies to examine LMX differentatirom the leader’s perspective is by
Gooty and Yammarino (2016). They considered botHehder and follower point of view to
calculate the mean dyadic LMX and the LMX dyadispdirsion. Interestingly, both were
found to have a positive effect on multi-rated parfance. Future research should look to
capture both perspectives of LMX differentiationhN& previous studies of LMX have
typically demonstrated moderate agreement betw&eX duality as rated by the leader and
the follower (see Sirlahrgang & Morgesor2009), it would be interesting to determine ifthi
occurs for perceptions of LMX differentiation. Moreer, polynomial regression techniques (as
described above) could be used to test more nuanestions concerning the magnitude and
direction of congruence between leader and follqrezceptions of LMX differentiation and
its effect on performance. Relatedly, a recentystudMatta, Scott, Koopman and Conlon
(2015) found that congruent LMX relationships (a&srall levels of LMX quality) resulted in
higher employee work engagement and OCB than imcemg LMX relationships. Indeed,
even in the case of low quality LMX relationshipsvas better to see eye-to-eye than for one
party (either leader or follower) to discrepantlgw the relationship as high quality. Although
the focus of this study was on (in)congruence ind_yuiality (not LMX differentiation), it
would be interesting to examine whether this pattéresults extends to LMX differentiation
(both LMX variation and LMX relative position). kaddition, it would also be intriguing to
investigate the moderators that enhance and dimiheslevel of agreement on LMX

differentiation.
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TheLMX Differentiation Process

Another area for development concerns new theailgierspectives to explain key
relationships. We believe that current theoreticatels (mainly justice, social comparison and
social identity theories) are extremely useful thave failed to capture the complexity of the
LMX differentiation process. In addition to theggaoaches, we propose three theoretical
perspectives that we believe offer new theoretitaghts into the LMX differentiation process
(i.e., affective events theory) and the role ofteatual factors in determining the consequences
of LMX differentiation (i.e., work group diversitgnd social networks). Next, we discuss each
of these theoretical perspectives in turn.

Affective Events Thearin our view, of the theories that have been ueeglide LMX
differentiation research, affective events thearyithin-person theory of workplace emotions;
Weiss & Cropanzano, 1996), and its extension to Lileory (Cropanzano, Dasborough &
Weiss, in press) potentially provides the most iekptonsideration of LMX differentiation to
date. For example, while the basic principles gloisational justice, social comparison, and
social identity theories are germane to understendertain aspects of LMX differentiation,
none of these theories mention LMX differentiatfer se and to date there has been no
comprehensive theoretical account of how theseridgoan be integrated with LMX
differentiation. By contrast, Cropanzano et alirsgress) affective events model of LMX
provides a theoretical framework that delineatespitocess by which the emotional impact of
LMX differentiation affects the development of LM}Uality over time, and specifies the role
played by LMX differentiation (both LMX variatioma relative position) in this process.
According to this theoretical perspective, changemmployee’s LMX relative position over
time are likely to occur because of routine changegork team membership (e.g., voluntary
turnover, promotions, hiring of new team membea¥ant headcount reductions, political
factors, etc.), especially when particularly higHaw status team members come or go. Such

changes in LMX relative position are likely to benstrued as important affective events that
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elicit moral emotions, which in turn lead to chasge LMX quality over time. Specifically,
the deterioration (improvement) in LMX relative gam is posited to lead to feelings of
member anger, contempt and disgust (gratitudesahdequently diminished (enhanced)
levels of LMX quality, particularly when changesrelative position are perceived as unjust
and the level of LMX variation in the workgrouphigh.

As such, in our view, affective events theory tiespotential to contribute to the LMX
differentiation literature in four important waysrst, by framing LMX differentiation as an
affective event it posits an affectively-driven pess based on discrete moral emotions that is
novel to the LMX differentiation (and LMX) literata. In so doing, it helps to address
significant concerns about the scarcity of theoedty-grounded mediational explanations in
LMX theory (e.g., Martin et al., 2016), and in leaship theories more generally (e.g., Fisher,
Dietz & Antonakis, in press; van Knippenberg & $itk2013). Second, it extends the justice
perspective of LMX differentiation by delineating affectively-driven process that is elicited
by perceptions of unfair LMX differentiation. Thirdy moving beyond performance-related
outcomes and focusing on LMX relationship develophiteposits a novel outcome of the
LMX differentiation process. Finally, by framing LXAdifferentiation as a dynamic process
that changes over time, it goes beyond prior tlesahat have adopted a more static
perspective.

In viewing the process of LMX differentiation aset of repeated affective events that
lead to within-individual differences in LMX oveirtte it answers the call for leadership
researchers to take the role of time more seriollslggley, Smallman, Tsoukas & van de
Ven, 2013). Moreover, it implies a reciprocal cdusktionship between LMX quality and
LMX differentiation processes: the initial developnt of LMX quality impacts LMX
differentiation and subsequent changes in LMX défgiation affect changes in LMX quality.
Time-sensitive designs would be helpful in explgrihese temporal processes (see Fisher et

al., in press, for a more detailed discussion wiperality and leadership) and would assist in
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measuring the actual process of differentiatingy ke relationships with different members
change over time, and what ‘events’ may occur loémce such differentiation. Such ‘events’
could include (in addition to changes in team mensitip, as described above) violations of
trust, contract breaches as perceived by the leadilegation of unmet responsibilities.

The critical insight provided by LMX differentiatioresearch is that LMX researchers
need to view dyadic LMX relationships in the contekother LMX relationships within the
work team. In a similar vein, we argue that LMXfdientiation researchers need to view the
LMX differentiation process in the broader contekthe team, the organization and its
informal social structures. To this end, we nestdss two new theoretical perspectives that
can help further our understanding of contextutiié@mnces on LMX differentiation: work
group diversity (i.e., composition) and social netks.

Work Group DiversityThe first theoretical perspective, work group deiy, typically
refers to actual or perceived differences on atnipate between members of a team or group
(Jackson, Joshi & Erhardt, 2003). In practice, diltg researchers have focused primarily on
surface-level attributes such as demographic (geg.,,ethnicity) and functional background
(van Knippenberg & Schippers, 2007). In princigieyever, diversity could refer to an almost
infinite number of attributes (van Knippenberg, Dieu & Homan, 2004), including deeper-
level dimensions of diversity such as LMX differation. Irrespective of the focal attribute,
the predominant focus has been the impact of diyese team performance (van
Knippenberg, Dawson, West & Homans, 2010).

Given the parallels to LMX differentiation, theneat least two important insights that
can be gleaned from the work group diversity litiera. First, the focus on simple dispersion
models of group composition (i.e., the degree tatvl group differs on only one attribute)
has been unable to adequately account for thetefédiversity (van Knippenberg &
Schippers, 2007). For example, a recent meta-aadbited to reveal a main effect of single-

attribute (or dimension) measures of diversity et performance (e.g., Bell, Villado,
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Lukasik, Belau & Briggs, 2011). Although this metaalysis did not include LMX
differentiation as an attribute of diversity, it ynarovide a salutary lesson for researchers that
the effects of LMX variation on team performancd W better understood by considering it
in conjunction with other dimensions of diversitye(, alignment models of group
composition) rather than by itself.

The second potential insight concerns the critickd of diversity salience (and by
extension the salience of LMX differentiation) iroderating the impact of diversity on team
performance. The cognitive-elaboration model ofknteam diversity (an extension of self-
categorization and social identity theories) pasitd the salience of intragroup differences
(i.e., social categorization) is a function of #factors: cognitive accessibility, normative fit
and comparative fit (see van Knippenberg et abD420In our view, each of these salience
functions can be applied to LMX differentiatiddognitive accessibilityeflects the ease with
which the categorization (i.e., LMX differentiatipoomes to mind and is used by the
perceiver. In the case of LMX differentiation, lé&vef accessibility are likely to depend on
individual differences such as prior experiencesMX differentiation (that may relate to
one’s current or previous leaders) and contextues ¢hat prime LMX differentiation (e.g.,
examples of overtly differential treatment by tkader) Normative fitrefers to the degree to
which the categorization (i.e., LMX differentiatipis subjectively meaningful to team
members (i.e., consistent with their beliefs angeexations).

The final salience functiomomparative fit captures the extent to which the
categorization (i.e., LMX differentiation) resultssubgroups characterized by high within-
group similarity and high between-group differendesmu & Murnighan (1998) faultline theory
nicely captures this notion of comparative fit. Rligpmparative fit occurs when multiple
diversity dimensions converge or covary within bgroup (i.e., a diversity faultline), whereas
low comparative fit occurs when the combinatiorioersity dimensions are unrelated (i.e.,

they cross-cut each other) (Turner, Hogg, OakeghRe& Wetherall, 1987). In a direct test of
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faultline theory, Homans et al, (2008) showed thattline teams performed more poorly than
cross-categorized teams. Extending this logic toXLdifferentiation, LMX differentiation
processes are more likely to create a faultlind,thns undermine group processes and
performance, to the extent that LMX differentiatisrcorrelated (vs. unrelated) with other
dimensions of diversity (e.g., gender, dyadic tejuindeed, there is some mixed evidence that
LMX quality correlates with leader-member similgrin a range of demographic and personal
factors (Martin et al., 2010), which suggests #tdeast in certain contexts LMX

differentiation can activate faultlines in which mieers perceive and behave as distinct
subgroups (Jehn & Bezrukova, 2010).

Social NetworksThe second theoretical perspective that can peowisights regarding
the potential impact of contextual factors on LMi¥faftentiation is the social network
approach. Whereas LMX differentiation focuses anithportance of the vertical leader-
member dyad and the differentiation of verticaldyavithin the work team, the social network
approach focuses on the structure and qualityfofnmal relationships beyond the vertical
dyad (e.g., peer-to peer; leader to leader, asagsedthers beyond the boundaries of the formal
work group) (Liden et al., 1997). The social netvperspective does not underplay the
importance of vertical LMX dyads, but instead viatgsimportance as best understood in its
actual context of formal and informal relationsh{Sparrowe & Liden, 1997). As such, in our
view the social networks approach is a complemgmarspective that provides at least two
potential contributions to the LMX differentiatiditerature.

First, from the vantage point of the social netwpekspective LMX variation can be
viewed as a hub-and-spoke network with ties (iedationships) of differing strength, that
disregards ties between members (Sparrowe, 20@dgexample, it is plausible that good peer
relationships (or strong ties with networks outdige work team) may buffer the negative
effect of LMX relative position on individual perimance (Sparrowe & Liden, 1997).

Although, as described above, recent advances X Nferentiation research have begun to
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model different structural configurations of LMXnetion, and such configurations may well

have implications for the structure of followeratbnships (e.g., Li & Liao, 2014), the social

network approach is better suited for directly magphe broader social structure of the work
team (i.e., both LMX variation and member ties)d®pwe & Emery, 2016).

The second contribution of the social network pecsipe is the recent
conceptualization of cognitive social networks. Gitige social networks constitute mental
representations of individual social networks chemazed by actors and ties. Sparrowe and
Emery (2016) suggest that when team members mgnegitesent their leader-member
relationships within the work team a cognitive sbaetwork is activated about their LMX
relative position in the team as well as the stmecof LMX variation (which may be different
from the actual social network). This raises thergsting question concerning the accuracy of
activated cognitive networks and their susceptipih systematic biases (Brands, 2013). In
addition, interesting structural distinctions candrsawn between potential, activated and
mobilized networks. With reference to cognitivewertks of the work group, theotential
networkconstitutes the full set of team members,atigvated networlconstitutes the subset
of the potential network that is mentally accessihla given situation, and theobilized
networkincludes the subset of the activated networknemnbers actually leverage resources
from (Smith, Menon & Thompson, 2012). These recEmvielopments constitute new and
interesting avenues for research that integrateialseetworks and LMX differentiation.

Taken together, the work group diversity and thr@admetworks perspectives highlight
the importance of both contextual factors and therging cognitive approach to LMX
differentiation. LMX differentiation should not heewed in isolation from the broader context
and structures of the work team and the organizaMoreover, cognitive perceptions of LMX
differentiation (in terms of salience and chronicessibility) may be more influential in
determining the impact of LMX differentiation thantual levels of LMX differentiatioper se

(a conclusion that also resonates with our eadigrussion of the different perspectives of
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LMX differentiation).

V. Summary

In this section, we summarize some of the mainrdmrtions to the literature that have

emerged from this review.

LMX differentiation is the process by which leaddevelop different quality
relationships (LMX) with each of member of theirnkdeam. The majority of
managers have different quality relationships wlifferent members of their team.
LMX differentiation is a necessary extension of LNh€ory in explaining how LMX
quality explains important work outcomes. Reseanth LMX differentiation supports
the move of theoretical analysis from the dyaditheoteam level.

LMX differentiation results in specific patternsldf1X quality within the team and
this can be assessed through three main propé&éegal tendency, variation and
relative position). It is necessary to considepatiperties to fully assess the effects of
LMX differentiation.

Virtually no research has examined the shape of k¥ distribution within the team.
In many cases, teams can have similar scores oa EBX differentiation properties
(such as, LMX variation) but have very differenaipbs to their LMX distribution.
There are many different measurement techniquasdess LMX differentiation
properties. These measures can be categorizeddaugto two dimensions (property:
LMX variation vs. LMX relative position and datawoe: individual- vs. multi-source).
The measures make different assumptions basedeqretspective taken (part of team
vs. from the follower) and predict outcomes atetiéht levels. There are strengths and
weakness of different types of measures.

Overall, the relation between LMX variation and LM&lative position and work

outcomes is negative and positive respectivelytlioere is inconsistency in the findings
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and numerous moderator and mediator factors comndiind explain these effects.

» Some of the inconsistencies in findings are likdig to the different types of measures
that are designed to capture similar properties.

e Justice, social comparison and social identity tieschave been the most common
theoretical models to explain the effects of LMXelientiation. These theories vary in
their ability to explain the effects of LMX variati and LMX relative standing.

» Potential theoretical developments that could affaw theoretical insights include
affective events theory, work group diversity andial networks. To date, the area is
lacking an overarching theoretical framework foderstanding all the outcomes of the
LMX differentiation process.

In conclusion the proliferation of studies on LMXferentiation and the articulated directions
we envision for future research clearly attesh®donstruct’s promising role for

understanding leadership dynamics and outcomdwiwbrkplace.
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Table 1: Application of Compositional Models to LMXariation Operationalization and Measurement

Compositional Model Operationalization Application toLMX Variation Example of
Measure
Additive Team construct is summation of The summation of individual LMX Mean or Median
individual level variables scores for all team members
Direct Consensus Team construct is consensus amordege amount of within-team agreement Rwg
individual-level variables of individual LMX scores
Referent Shift Team construct is consensus of The amount of within-team agreement Rwg
Consensus individual-level variables that refers of individual LMX scores where the
to team-level constructs referent is not individual but team (e.qg.,

guality of relationship leader has with

whole team)
Dispersion Team construct is the variance of The amount of within-team variation in Standard deviation
individual-level variables individual LMX scores
Process Team construct processes parametbBiat applied to LMX variation

are analogous to individual level

parameters
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Table 2: Examples of Measures of LMX Variation amdiX Relative Standing

LMX
Variation

LMX Reative
Position

I ndividuals-sour ce Multi-sour ce
Direct I ndirect Indirect
Perceived Differential Treatment LMX Range (a team member’s Within-group Consistency (e.g., Rwg,
within Team (perception leader treats estimate of best and worst LMX Wikraningrum, 2007)
team members differently: e.g., on person: e.g., Baker & Omilion- Within-group Standard Deviation (e.qg.,
social/task dimensions, Van Breukelen, Hodges, 2013) Boies & Howell, 2006)

van der Leeden, Wesselius & Hoes, LMX Variability (variance in a team Within-group Variance (e.g., Erdogan &
2002; or friendliness and feedback, Vanmember’s estimates of number of  Bauer: 2010)
Breukelen, Konst & Van de Vlist, 2002) team members having good and pooiCoefficient of Variation (team LMX
LMX: e.g., Hooper & Martin, 2008) SD/LMX Mean: e.g., Han & Bai, 2014)
LMX Differentiation (categorization Absolute Differences (Sum of absolute
of a team member’s descriptions of difference between each team member’'s LMX
LMX in team: e.g., Bakar et al., 2016)and team mean LMX: e.g., McClane, 1991;
Tordera & Gonzalez-Roma, 2013)

LMXSC (evaluation of LMX as better Own-Other Difference (difference Relative LM X (individual LMX minus team

than others in team: e.g., Vidiyarthi, between own LMX and judgement of mean LMX: e.g., Henderson, Wayne,

Liden, Anand, Erdogan & Ghosh, 2010) best and worst LMX in team: Baker &Bommer, Shore & Tetrick, 2008)

LMX Comparison (evaluation of LMX Omilion-Hodges, 2013) Relative Separation (square root of summed

as above or below average for team: e.g., squared differences between individual’'s

Martin et al., 2015) LMX and other individual’'s LMX divided by
number in team: e.g., LMXRS, Harris &
Kirkman, 2014)




Figure 1: Types of Distribution Shapes of LMX Withfeams
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