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The Leader-Member Exchange (LMX) theory posits that leaders develop individual relationships with their subordinates through a series of work-related exchanges (Greguras & Ford 2006, p. 433).  Wayne, Shore, and Liden (1997) state that LMX theory suggests that the foundation of an interpersonal relationship between supervisor and subordinate evolves from various types of social exchanges (p. 83).  These social exchanges range between liking the employee due to perceived similarity between the supervisor and subordinate to actively including a subordinate into the supervisor’s circle of influence.  The outcomes of these social exchanges also vary widely, from alienating and disenfranchising subordinates to aiding in the upward movement of other subordinates.  Wayne, Shore and Liden (1997) suggest that LMX includes a fair exchange between members, whether perceived or real.  They feel that each party must have something to contribute to the relationship and that the greater the perceived value of the commodity exchanged, the greater the quality of the LMX relationship will be (p. 84).  Others, however, feel that this exchange can also be a one-way exchange.  As I will discuss below, factors such as perceived similarity and likability can cause a supervisor to invest more in one employee than another, thereby increasing the quality of LMX with the preferred employee.  This relational transaction can initially be seen as a one-way exchange, although it has been found that in most cases, this one-way exchange will evolve into a mutual exchange between the supervisor and subordinate.
Quality & Aspects of Leader-Member Relations


Leaders often “solicit loyalty and support by providing followers with greater support, autonomy, and influence in decision making” (Wayne, Shore and Liden 1997).  Basu & Green (1997) find that those members with a high quality of LMX have greater autonomy and spend more time on non-routine tasks (p. 479).  Greater autonomy for subordinates often translates to an atmosphere of free thinking and innovative methods (Basu & Green 1997, p.480).  For those members who become followers of the leader, the quality of LMX is greatly increased.  However, for those who do not buy into the leaders’ vision and concepts, the quality of the LMX and, thereby, the quality of their position and satisfaction within the organization is greatly reduced.  According to Sparrowe & Liden (1997), relationships between employee and supervisor that do not move beyond what is specified in the employment agreement have a very low quality of leader-member relational exchanges, whereas high quality exchanges occur between those whose social exchanges move beyond the minimum that is required for employment (p. 523).  
Leaders truly play an important role in the acceptance and socialization of new employees, through the immediate exchange process as well as through introduction of the newcomer into a broader network beyond the immediate workgroup.  According to Wayne, Shore, and Liden (1997), LMX is crucial in affecting how employees view organizational support.  Employees view their immediate supervisors, and correlating relationships, as a reflection of the organization (p. 104).  Basu & Green (1997) found this “perceived organizational support to be positively associated with employee innovation” (p. 481).  They also found that the higher the quality of LMX, the more committed the employee is to the organization (Basu & Green 1997, p. 482).  With these factors in mind, it seems that a positive and supportive supervisor-subordinate relationship to be a great advantage to the organization overall in productiveness and innovation.   Additionally, Scandura & Schriesheim (1994) found that high quality LMX leads to employee satisfaction and employee retention (pp. 1589-1590).  Employees with a high quality of LMX also have greater expectations for their own job performance and actively seek out more challenging tasks and constructive feedback from their leaders (Basu & Green 1997, p. 480).
If the quality of the leader-member relationship is good, it is more likely that the leader will incorporate the member to his/her broader social networks through introductions and referrals (Sparrowe & Liden, 1997 p. 536).  Sparrow & Liden (1997) view this act of sponsorship among the leaders’ trusted contacts as a voluntary act extended by the leader in the interest of the newcomer’s assimilation into the organization and social networks.  Conversely, leaders who have a negative or low quality exchange with an employee are generally unlikely to sponsor the employee in his/her social groups and contacts (p. 537).  Sparrowe & Liden (1997) find that newcomers to an organization are at a disadvantage in exchanges that require resources of social networks because they have yet to gain influence to create their own networks and contacts and must become indebted to others to develop these contacts (p. 538).  Sparrowe & Liden maintain that “members’ inclusion in their leaders’ inner circle is likely to increase both parties’ perceptions of similarity”.  This perceived similarity may also affect subsequent LMX quality, even if the similarities are not factual, and are therefore likely to increase the extent of how much the leader and member like each other (p. 540).

Sparrowe & Liden (1997) found that one area of LMX that needs to be researched more is “whether leaders should or should not differentiate among their members”.  If the leader differentiates severely, the members with a lower quality LMX may become “disenfranchised”, whereas if the leader attempts to develop “generalized reciprocity with each member” the leaders’ performance may decrease because he/she is trying to cultivate redundant contacts and social networks for each employee.  A certain amount of differentiation, therefore, may be a positive element for an organization since leaders will perform an “internal selection process” of a group of employees, cultivating what he/she sees as the employee with the most promise (p. 545).  If, however, the basis for differentiation is based only on perceived similarity, the leader may inadvertently create a work group that is not balanced and diversified.  Members that are dissimilar to the leader may bring a new group of social contacts, resources, and skills to the organization that would be beneficial for productivity and diversity (Sparrowe & Liden, 1997, p. 546).

While Sparrow & Liden focus on the supervisor as the key instigator for a quality LMX relationship between supervisor and subordinate, Wayne, Shore, and Liden (1997) believe that a quality LMX relationship is derived from reciprocity.  When one person in the relationship provides a benefit to the other party which he/she does not have to provide as a part of their normal work relationship, the other party feels obligated to return the favor in some manner that will benefit the initiating party (p. 85).  For instance, when an employee goes above and beyond his/her duties, that behavior should be rewarded by the supervisor with something of benefit to the employee.  This reward of reciprocity continues between the leader and employee, building the quality of LMX relationship along the way.   Likewise, Greguras & Ford (2006) believe that LMX can be viewed within the context of role theory, where the leader-member relationship is developed through a series of role-making experiences.  In the context of role theory and LMX, leaders communicate their expectations of the subordinates’ role through work assignments.  When subordinates comply with these expectations, the supervisor reciprocates by providing additional work-related resources, increased autonomy, and more challenging assignments (pp. 434-435).
Indicators of LMX Quality


While there are many factors that determine leader-member relationships, there are some factors that are more significant in determining the quality of the relationship.  Some perceptions are made upon the leaders’ initial impression of the member.  Engle & Lord (1997) have found that “once a perceiver has labeled another individual, it is difficult to change that initial impression” (p. 991).  Therefore, many of the following indicators are often based on the initial impression of the individual and may affect the entire lifetime of the relationship.  Additionally, Wayne, Shore, and Liden (1997) find that the “leader expectations of subordinates established and expressed during the first few days of working together have been shown to be related to subordinate perceptions of the quality of leader-member exchange six months later” (p. 89).  Therefore, we can see that not only does the initial impression by the supervisor of the subordinate last over time, so does the perceptions of the relationship and the supervisor by the subordinate.
According to Engle & Lord (1997), liking is a strong determinant of LMX quality for both the supervisor and the subordinate.  Additionally, Engle & Lord’s (1997) review of prior research also found that liking a subordinate early on in the relationship “was even more influential than perceptions of performance in determining the leader’s view of an LMX relationship” (p. 989).  Likewise, Wayne, Shore, and Liden (1997) found that liking a subordinate was an indicator of a high quality LMX and that subordinate’s perception of the quality of LMX would be related to the supervisor liking of them (p 88).  Consistent with other research, Greguras & Ford (2006) found that subordinates who like their supervisor have a greater desire to stay within the organization and the more support they receive from their supervisor, the greater their commitment to the organization (p. 451).  Additionally, the more a supervisor likes their subordinate, the more likely they are to positively rate the subordinate’s performance (Greguras & Ford 2006, p. 452).
The ability to relate on a personal and fundamental level with another is an important factor in any quality relationship, whether personal or professional.  We are more likely to bond and form a meaningful relationship with who we have like values and beliefs.  It is important to point out, though, that similarities don’t necessarily need to be based in fact, but can be based on the person’s perception of similarity. Both the leaders’ and members’ perceptions of value and problem solving similarity significantly predicted the LMX quality (Engle & Lord, 1997).
As a general rule of thumb, the type of behaviors an individual projects will affect others around him.  Positive people are likely to induce a better perception of themselves to others than those who are negative.  Engle & Lord (1997) found that a subordinate’s “negative affectivity adversely influenced supervisor-rated LMX” (p. 1007).  Individuals high on negative affectivity may have a lower quality of LMX due to their lack of pro-social behaviors towards others and therefore need to focus on engaging in impression management to change others’ perceptions of them (Engle & Lord, 1997).  While initial perceptions and labels are difficult to change, it is possible for an individual to change their LMX relationship with time and effort.
Conclusion


It seems clear from the abundance of research that a higher quality of leader-member exchange benefits the organization, supervisor, and employee.  Organizations spend countless man-hours and funds trying to determine how to retain quality employees and improve work production and performance.  Supervisors spend a great deal of time and effort managing the needs of their subordinates and acting as a middle-man between the employee and organization to effect the most productive and satisfied workforce.  Employees seek approval and job satisfaction, from peers, supervisors, top-level management, and external parties.  Through training supervisors on how to develop quality LMX relationships, all parties can benefit and prosper.  
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