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Leader—-Member
Exchange Theory

DESCRIPTION

Most of the leadership theories discussed thus far in this book have empha-
s1z'ed leadership from the point of view of the leader (e.g., trait apprfach
slfllls approach, and style approach) or the follower and tl;e context (e ,
Situational Leadership® and path—goal theory). Leader—-member exchar;g;
(LMX) theory takes still another approach and conceptualizes leadership %.s
a process that is centered on the inseractions between leaders and followers
As Figure 7.1 illustrates, LMX theory makes the dyadic relationship between.
leaders and followers the focal point of the leadership process.

Before LMX theory, researchers treated leadership as something leaders did
toward‘a]l of their followers. This assumption implied that leaders treated fol-
lowers in a collective way, as a group, using an average leadership style. LMX
theory challenged this assumption and directed researchers’attention to the dif-
ferences that might exist between the leader and each of the leader’s followers.

Early Studies

In the first studies of exchange theory, which was then called vertical dyad link-
age (VDL) theory, researchers focused on the nature of the wertical linkages
leaders formed with each of their followers (Figure 7.2). A leader’s relationshi

to the work unit as a whole was viewed as a series of vertical dyads (Figure 7.3?.

In a . . . .

i ssessing the chz}racterlsncs of these vertical dyads, researchers found two
general types of linkages (or relationships): those that were based on
: . —

xpanded and negotiated role responsibilities (extra-roles), which were called
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Figure 7.1 Dimensions of Leadership
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SOURCE: Reprinted from The Leadership Quarterly, 6(2), G. B. Graen & M. Uhl-Bien,
“Relationship-Based Approach to Leadership: Development of Leader-Member Exchange
(LMX) Theory of Leadership Over 25 Years: Applying a Multi-Level, Multi-Domain
Perspective,” pp. 219~247, Copyright (1995), with permission from Elsevier,

NOTE: LMX theary was first described 28 years ago in the works of Dansereau, Graen, and
Haga (1975), Graen (1976), and Graen and Cashman (1975). Since it first appeared, it has
undergone several revisions, and it continues to be of interest to researchers who study

the leadership process.

the in-group, and those that were based on the formal employment contract
(defined roles), which were called the ouz-group (Figure 7.4).

Within an organizational work unit, followers become a part of the in-group
or the out-group based on how well they work with the leader and how well
the leader works with them. Personality and other personal characteristics
are related to this process (Dansereau, Graen, & Haga, 1975; Maslyn,
Schyns, & Farmer, 2017; Randolph-Seng et al., 2016). In addition, member-
ship in one group or the other is based on how followers involve themselves
in expanding their role responsibilities with the leader (Graen, 1976).
Followers who are interested in negotiating with the leader what they are
willing to do for the group can become a part of the in-group. These nego-
tiations involve exchanges in which followers do certain activities that go
beyond their formal job descriptions, and the leader, in turn, does more for
these followers. If followers are not interested in taking on new and different
job responsibilities, they become a part of the out-group.

Followers in the in-group receive more information, influence, confi-
dence, and concern from their leaders than do out-group followers
(Dansereau et al., 1975). In addition, they are more dependable, more
highly involved, and more communicative than out-group followers
(Dansereau et al., 1975). Whereas in-group members do extra things for
the leader and the leader does the same for them, followers in the out-
group are less compatible with the leader and usually just come to work,
do their job, and go home.
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Figure 7.2 The Vertical Dyad
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NOTE: The leader {L) forms an individualized working relationship with each of his or her
followers (F). The exchanges (both content and process) between the leader and follower
define their dyadic relationship.

Figure 7.3 Vertical Dyads
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NOTE: The leader (L) forms special relationships with all of his or her followers (F). Each of
these relationships is special and has unique characteristics.

Later Studies

After the first set of studies, there was a shift in the focus of LMX theory.
Whereas the initial studies of this theory addressed primarily the nature of the
differences between in-groups and out-groups, a subsequent line of research
addressed how LMX theory was related to organizational effectiveness.

Specifically, these studies focus on how the quality of leader—member
exchanges was related to positive outcomes for leaders, followers, groups, and
the organization in general (Graen & Uhl-Bien, 1995).

Researchers found that high-quality leader-member exchanges produced
less employee turnover, more positive performance evaluations, higher fre-
quency of promotions, greater organizational commitment, more desirable
work assignments, better job attitudes, more attention and support from
the leader, greater participation, and faster career progress over 25 years
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Figure 7.4 In-Groups and Out-Groups
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by formal communication based on job

NOTE: A leader (L) and his or her followers (F)
within the in-group are marked by mutual trust,
Relationships within the out-group are marked
descriptions. Plus 3 is a high-quality relationship, and zero is a stranger.

4; Graen & Uhl-Bien, 1995; Liden,

(Buch, Kuvaas, Dysvik, & Schyns, 201 ;
aseem, & Rehman, 2015).

Wayne, & Stilwell, 1993; Malik, Wan, Ahmad, N

In a meta-analysis of 164 MX studies, Gerstner and Day {1997). found that
Jeader—member exchange was consistently related to member Jab‘[.}crfor—
mance, satisfaction (overall and supervisory), commitment, role conflict ar.ud
clarity, and turnover intentions. In addition, they found strong support in
these studies for the psychometric properties of the LMX 7 Chu?stlonnau'e
(included in this chapter). For purposes of research, they highllghte-cl the
importance of measuring leader—member exchange from the perspective of

both the leader and the follower.

Most recently, researchers are investigating the processual nature of leader—
member exchange and how work relationships are co-constructed thrﬂug‘h
communication. Hill, Kang, and Seo (2014) studied the role of electronic
communication in employee empowerment and work outcomes and found
that a higher degree of electronic communication between leaders an.d.fol—
lowers resulted in more positive leader-member relationships. Omilion~
Hodges and Baker (2017) analyzed leader commur%ication behaviors and
developed scales to assess how these behaviors can affect the growth oy stag-
nation of leader- member relationships.

Based on a review of 130 studies of LMX research conducted since 2002,
Anand, Hu, Liden, and Vidyarthi (2011) found that interest in studying
hed. A large majority of these stud-
Maslyn et al,, 2017) and outcomes

show increased attention

leader-member exchange has not diminis
ies (70%) examined the antecedents (e.g.,
of leader—member exchange. The research trends
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to the context surrounding LMX relationships (e.g., group dynamics), analyz-
ing leader-member exchange from individual and group levels, and studying
leader-member exchange with non-U.S. samples (Malik et al,, 2015) or racially
diverse dyads (Randolph-Seng et al., 2016).

For example, using a sample of employees in a variety of jobs in Israeli
organizations, Atwater and Carmeli (2009) examined the connection
between employees’ perceptions of leader—member exchange and their
energy and creativity at work. They found that perceived high-quality
leader—member exchange was positively related to feelings of energy in
employees, which, in turn, was related to greater involvement in creative
work. LMX theory was not directly associated with creativity, but it served
as a mechanism to nurture people’s feelings, which then enhanced their
creativity.

Ilics, Nahrgang, and Morgeson (2007) did a meta-analysis of 51 research
studies that examined the relationship between leader-member exchange
and employee citizenship behaviors. Citizenship behaviors are discretion-
ary employee behaviors that go beyond the prescribed role, job description,
or reward system (Katz, 1964; Organ, 1988). They found a positive rela-
tionship between the quality of leader-member relationships and citizen-
ship behaviors. In other words, followers who had higher-quality
relationships with their leaders were more likely to engage in more discre-
tionary (positive “payback”) behaviors that benefited the leader and the

organization.

Researchers have also studied how LMX theory is related to empower-
ment (Malik et al., 2015). Harris, Wheeler, and Kacmar (2009) explored
how empowerment moderates the impact of leader-member exchange on
job outcomes such as job satisfaction, turnover, job performance, and
organizational citizenship behaviors. Based on two samples of college
alumni, they found that empowerment and leader-member exchange
quality had a slight synergistic effect on job outcomes. The quality of
leader—member exchange mattered most for employees who felt little
empowerment. For these employees, high-quality leader-member
exchange appeared to compensate for the drawbacks of not being
empowered. Volmer, Spurk, and Niessen (2012) investigated the role of
job autonomy in the relationship between leader—member exchange and
creativity of followers. Their study of a high-technology firm found that
greater autonomy increased the positive relationship between leader—
member exchange and creativity at work.

In essence, these findings clearly illustrate that organizations stand to gain
much from having leaders who can create good working relationships.
When leaders and followers have good exchanges, they feel better and
accomplish more, and the organization prospers.
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Leadership Making

Research into LMX theory has also focused on how exchanges between
leaders and followers can be used for leadership making (Graen & Uhl-Bien,
1991). Leadership making is a prescriptive approach to leadership emphasiz-
ing that leaders should develop high-quality exchanges with all of their fol-
lowers rather than just a few. It attempts to make every follower feel as if he
or she is a part of the in-group and, by so doing, avoids the inequities and
negative implications of being in an out-group. In general, leadership mak-
ing promotes partnerships in which the leader tries to build effective dyads
with all followers in the work unit (Graen & Uhl-Bien, 1995). In addition,
leadership making suggests that leaders can create networks of partnerships
throughout the organization, which will benefit the organization’s goals and
the leader’s own career progress. Herman and Troth's (2013) findings regard-
ing the emotional experiences described by followers in high- and low-
quality LMX relationships align with the assertion that positive relationships
benefit organizational and personal leader goals.

Graen and Uhl-Bien (1991) suggested that leadership making develops pro-
gressively over time in three phases: (1) the stranger phase, (2) the acquaintance
phase, and (3) the mature partnership phase (Table 7.1). During Phase 1, the
stranger phase, the interactions in the leader—follower dyad generally are rule
bound, relying heavily on contractual relationships. Leaders and followers relate
to each other within prescribed organizational roles. They have lower-quality
exchanges, similar to those of out-group members discussed earlier in the
chapter. The follower complies with the formal leader, who has hierarchical
status for the purpose of achieving the economic rewards the leader controls.
The motives of the follower during the stranger phase are directed toward self-
interest rather than toward the good of the group (Graen & Uhl-Bien, 1995).

Phase 2, the acquaintance phase, begins with an offer by the leader or the fol-
lower for improved carcer-oriented social exchanges, which involve sharing
more resources and personal or work-related information. It is a testing period
for both the leader and the follower to assess whether the follower is interested
in taking on more roles and responsibilities and to assess whether the leader is
willing to provide new challenges for the follower. During this time, dyads
shift away from interactions that are governed strictly by job descriptions and
defined roles and move toward new ways of relating. As measured by LIMX
theory, it could be said that the quality of their exchanges has improved to
medium quality. Successful dyads in the acquaintance phase begin to develop
greater trust and respect for each other. They also tend to focus less on their
own self-interests and more on the purposes and goals of the group.

Phase 3, mature partnership, is marked by high-quality leader—-member
exchanges. People who have progressed to this stage in their relationships
experience a high degree of mutual trust, respect, and obligation toward each
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Table 7.1 Phases in Leadership Making

Phase2 [Eﬁ.&a’s:etﬁ o

~ Strange Acquaintance | Partnership
‘ _ﬂﬁdjﬁ Scripted . Tested Negoti;e.d -
;m One way Mixed Reciprocal
- _'E)I(cllal_ig;s:': Low quality Medium quality High quality
- ~ Interests Self Self and other Group
Time

A\

SOURCE: Adapted from “Relationship-Based Approach to Leadership: Development of
Leader-Member Exchange (LMX) Theory of Leadership Over 25 Years: Applying a Multi-
Level, Multi-Domain Perspective,” by G. B. Graen and M. Uhl-Bien, The Leadership
Quarterly, 6(2), pp. 219-247. Copyright 1995 by Elsevier. Reprinted with permission.

other. They have tested their relationship and found that they can depend on
each other. In mature partnerships, there is a high degree of reciprocity
between leaders and followers: Each affects and is affected by the other. For
example, in a study of 75 bank managers and 58 engineering managers,
Schriesheim, Castro, Zhou, and Yammarino (2001) found that good
leader-member relations were more egalitarian and that influence and
control were more evenly balanced between the supervisor and the follower.

In a study of leader-member relationship development, Nahrgang, Morgeson,
and Ilies (2009) found that leaders look for followers who exhibit enthusiasm,
participation, gregariousness, and extraversion. In contrast, followers look for
leaders who are pleasant, trusting, cooperative, and agreeable. Leader extra-
version did not influence relationship quality for the followers, and follower
agreeableness did not influence relationship quality for the leaders. A key
| predictor of relationship quality for both leaders and followers over time was
both leader and follower performance. Kelley (2014) investigated the ways
leaders use narrative story lines to determine how leaders identify trustworthy,
indeterminate, and untrustworthy followers. Others have suggested the
importance of looking at the social interaction (Sheer, 2014) or cooperative
communication between leaders and followers (Bakar & Sheer, 2013) as a
means to predict and explore relationship quality. It has also been suggested
that exploring the use of traditional relationship building and maintenance
techniques such as conflict management, shared tasks, and positivity in
leader-member relationships can shed light on how leader and follower
behaviors impact the quality of these relationships (Madlock & Booth- -
Butterfield, 2012; Omilion-Hodges, Ptacek, & Zerilli, 2015).
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In addition, during Phase 3, members may depend on each other for favors

and special assistance. For example, leaders may rely on followers to do extra

assignments, and followers may rely on leaders for needed support or encour-

agement. The point is that leaders and followers are ticdl together in produc-

tive ways that go well beyond a traditional hierarchically deﬁne-d work
relationship. They have developed an extremely effective way of relating that
produces positive outcomes for themselves and the organization. In cffc(:‘t,
partnerships are transformational in that they assist %eaders and followers in
moving beyond their own self-interests to accomplish the greater good of
the team and organization (see Chapter 8).

The benefits for employees who develop high-quality leader—member rlea~
tionships include preferential treatment, increased job-related communica-
tion, ample access to supervisors, and increased performancc-relatf:d
feedback (Harris et al., 2009). The disadvantages for those with low-quality
leader—member relationships include limited trust and support from supervisors
and few benefits outside the employment contract (Harris et al., 2009).
To evaluate leader—-member exchanges, researchers typically use a brief
questionnaire that asks leaders and followers to report on the effectiveness
of their working relationships. The questionnaire assesses the degree to
which respondents express respect, trust, and ob]igation ill ﬂlc'u‘ cx'chang:es
with others. At the end of this chapter, a version of the LIMX questionnaire
is provided for you to take for the purpose of analyzing some of your own

leader-member relationships.

HOW COES LI

LMX theory works in two ways: It describes leadership, and it prt?scribv:‘:s
jeadership. In both instances, the central concept is the dyadic relationship
that leaders form with each of their followers. Descriptively, LMX theory
suggests that it is important to recognize the existence of in-groups and
out-groups within a group or an organization.

The differences in how goals are accomplished by in-groups and out-groups
are substantial. Working with an in-group allows a leader to accomplish
more work in a more effective manner than he or she can accomplish work-
ing without one. In-group members are willing to do more than is rcquirefl
in their job description and look for innovative ways to advar}cc the groups
goals. In response to their extra effort and devotion, 1cadclrs give them more
responsibilities and more opportunities. Leaders also give in-group members
more of their time and support.

Out-group members act quite differently than in-group members. Ratht?r
than trying to do extra work, out-group members operate strictly within tl'fcsr
prescribed organizational roles. They do what is required of them but nothing
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more. Leaders treat out-group members fairly and according to the formal
contract, but they do not give them special attention. For their efforts, out-
group members receive the standard benefits as defined in the job description.

Prescriptively, LMX theory is best understood within the leadership-making
model of Graen and Uhl-Bien (1991).-Graen and Uhl-Bien advoeated that
leaders should create a special relationship with all followers, similar to the
relationships described as in-group relationships. Leaders should offer each
follower the opportunity to take on new roles and responsibilitics. Furthermore,
Jeaders should nurture high-quality exchanges with their followers. Herman
and Troth (2013) found that high-quality exchanges are described by followers
as mentoring, respectful, and based on good communication. Rather than
focusing on the differences between in-group and out-group members, the
leadership-making model suggests that leaders should look for ways to build
trust and respect with all of their followers, thus making the entire work unit
an in-group. Hill et al. (2014) found that electronic communication mediates
the LMX relationship and can have a positive impact, thus broadening ave-
nues for developing good communication and positive relationships across
organizations-
online. In addition, leaders should look beyond their own work unit and create

even those where workers are dispersed and work primarily

high-quality partnerships with people throughout the organization.

Whether descriptive or prescriptive, LMX theory works by focusing our
attention on the unique relationships that leaders can create with individual
followers. When these relationships are of high quality, the goals of the
leader, the followers, and the organization are all advanced.

STRENGTHS

LMX theory makes several positive contributions to our understanding of
the leadership process. First, it is a strong descriptive theory. Intuitively, it
makes sense to describe work units in terms of those who contribute more
and those who contribute less (or the bare minimum) to the organization.
Anyone who has ever worked in an organization has felt the presence of
in-groups and out-groups. Despite the potential harm of out-groups, we all
know that leaders have special relationships with certain people who do
more and get more. We may not like this because it seems unfair, but it is a
reality, and the LMX theory has accurately described this situation. LMX
theory validates our experience of how people within organizations relate to
cach other and the leader. Some contribute more and receive more; others
contribute less and get Jess.

Second, LMX theory is unique in that it is the only leadership approach
that makes the concept of the dyadic relationship the centerpiece of the
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leadership process. Other approaches emphasize the characteristics of
leaders, followers, contexts, or a combination of these, bgt none of them
addresses the specific relationships between the leader and each follower.
LMX theory underscores that effective leadership is contingent on effec-

tive leader—-member exchanges.

Third, LMX theory is noteworthy because it directs our attention to the
importance of communication in leadership. The high-quality exc.han.ges
advocated in LMX theory are inextricably bound to effective communication.
Communication is the vehicle through which leaders and followers create,
nurture, and sustain useful exchanges. Effective leadership occurs when the
communication of leaders and followers is characterized by mutual trust,

respect, and commitment.

Fourth, LMX theory provides an important alert for leaders. It warns leaders
to avoid letting their conscious or unconscious biases influence who is
invited into the in-group (e.g., biases regarding race, gender, ethnicity, reli-
gion, or age) (sce Randolph-Seng et al., 2016). The principles outlined in
LMX theory serve as a good reminder for leaders to be fair and equal in how
they approach each of their followers.

Finally, a large body of research substantiates how the practice of LMX the-
ory is related to positive organizational outcomes. In a review of this research,
Graen and Uhl-Bien (1995) pointed out that leader—member exchange is
related to performance, organizational commitment, job climate, innovat‘jon,
organizational citizenship behavior, empowerment, procedural an{fl _distrlbl%—
tive justice, career progress, and many other important organizational vari-
ables. By linking the use of LMX theory to real outcomes, researchers have
been able to validate the theory and increase its practical value.

CRITICISMS

LMX theory also has some limitations. First, leader-member exchange in its
initial formulation (vertical dyad linkage theory) runs counter to the basic
tuman value of fairness. Throughout our lives, beginning when we are very
young, we are taught to try to get along with everyone and to treat everyone
equally. We have been taught that it is wrong to form in-groups or cliques
because they are harmful to those who cannot be a part of them. Because LMX
theory divides the work unit into two groups and one group receives special
attention, it gives the appearance of discrimination against the out-group.

Our culture is replete with examples of people of different genders, ages,
cultures, and abilities who have been discriminated against. Although LMX
theory was not designed to do so, it supports the development of privileged
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groups in the workplace. In so doing, it appears unfair and discriminatory.
Furthermore, as reported by McClane (1991), the existence of in-groups and
out-groups may have undesirable effects on the group as a whole.

Whether LMX theory actually creates inequalities is questionable (cf. Harter &
Evanecky, 2002; Scandura, 1999). If a leader does not intentionally keep out-
group members “out,” and if they are free to become members of the in-
group, then LMX theory may not create inequalities. However, the theory
does not elaborate on strategies for how one gains access to the in-group if
one chooses to do so.

Furthermore, LMX theory does not address other fairness issues, such as fol-
lowers’ perceptions of the fairness of pay increases and promotion opportuni-
ties (distributive justice), decision-making rules (procedural justice), or
communication of issues within the organization (interactional justice)
(Scandura, 1999). There is a need for further research on how these types of
fairness issues affect the development and maintenance of LMX relationships.

A second criticism of LMX theory is that the basic ideas of the theory are
not fully developed. For example, the theory does not fully explain how high-
quality leader-member exchanges are created (Anand et al., 201 1). In the
early studies, it was implied that they were formed when a leader found cer-
tain followers more compatible in regard to personality, interpersonal skills,
or job competencies, but these studies never described the relative importance
of these factors or how this process worked (Yukl, 1994). Research has sug-
gested that leaders should work to create high-quality exchanges with all
followers, but the guidelines for how this is done are not clearly spelled out.
Fairhurst and Uhl-Bien (2012) have done research into the construction of
the LMX relationship, but more work needs to be done to substantiate and
clarify guidelines. For example, the model of leadership making highlights the
importance of role making, incremental influence, and type of reciprocity
(Table 7.1), but it does not explain how these concepts function to build
mature partnerships. Similarly, the model strongly promotes building trust,
respect, and obligation in leader—follower relationships, but it does not
describe the means by which these factors are developed in relationships.

Based on an examination of 147 studies of leader-member exchange,
Schriesheim, Castro, and Cogliser (1999) concluded that improved theori-
zation about leader—-member exchange and its basic processes is needed.
Similarly, in a review of the research on relational leadership, Uhl-Bien,
Maslyn, and Ospina (2012) point to the need for further understanding of
how high- and low-quality relationships develop in leader~member
exchange. Although many studies have been conducted on leader—
member exchange, these studies have not resulted in a clear, refined set of
definitions, concepts, and propositions about the theory.
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A third criticism of the theory is that researchers have not adequately explained
the contextual factors that may have an impact on LMX relationships
(Anand etal,,2011). Since leader—member exchange is often studied in isolation,
researchers have not examined the potential impact of other variables on LMX
dyads. For example, workplace norms and other organizational culture variables
are likely to influence leader—member exchange. There is a need to explore how
the surrounding constellations of social networks influence specific LMX rela-
tioniships and the individuals in those relationships.

Finally, questions have been raised about the measurement of leader—
member exchanges in LMX theory (Graen & Uhl-Bien, 1995; Schriesheim
et al., 1999; Schriesheim et al., 2001). For example, no empirical studies
have used dyadic measures to analyze the LMX process (Schriesheim
et al.,, 2001). In addition, leader—-member exchanges have been measured
with different versions of leader—member exchange scales and with differ-
ent levels of analysis, so the results are not always directly comparable.
Furthermore, the content validity and dimensionality of the scales have been
questioned (Graen & Uhl-Bien, 1995; Schriesheim et al., 2001).

APPLICATION

Although LMX theory has not been packaged in a way to be used in stan-
dard management training and development programs, it offers many
insights that leaders could use to improve their own leadership behavior.
Foremost, LMX theory directs leaders to assess their leadership from a
relationship perspective. This assessment will sensitize leaders to how in-
groups and out-groups develop within their own organization. In addition,
LMX theory suggests ways in which leaders can improve their organization
by building strong leader—member exchanges with all of their followers.

The ideas set forth in LMX theory can be used by leaders at all levels within
an organization. A CEO selects vice presidents and develops dyadic rela-
tionships with them. Vice presidents lead their own units, with their own
dyadic relationships with followers. These paired relationships between
leader and follower repeat down each level of an organizational chart.

On a lower level, LMX theory could be used to explain how line managers
in a manufacturing plant use a select few workers to accomplish the production
quotas of their work unit. The ideas presented in LMX theory are applicable
throughout organizations, not just at the highest levels.

In addition, the ideas of LMX theory can be used to explain how individuals
create leadership networks throughout an organization to help them accom-
plish work more effectively (Graen & Scandura, 1987). A person with a
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network of high-quality partnerships can call on many people to help solve
problems and advance the goals of the organization,

LMX theory can also be applied in different types of organizations. It
applies in volunteer settings as well as traditional business, education, and
government settings. Imagine a community leader who heads a volunteer
program that assists older adults. To run the program effectively, the leader
depends on a few of the volunteers who are more dependable and committed
than the rest of the volunteers. This process of working closely with a small
cadre of trusted volunteers is explained by the principles of LMX theory.
Similarly, a manager in a traditional business setting might use certain indi-
viduals to achieve a major change in the company’s policies and procedures.
The way the manager goes about this process is explicated in LMX theory.

In summary, LMX theory tells leaders to be aware of how they relate to their
followers. It tells leaders to be sensitive to whether some followers receive
special attention and some followers do not. In addition, it tells leaders to be
fair to all followers and allow each of them to become as involved in the
work of the unit as they want to be. LMX theory tells leaders to be respect-
ful and to build trusting relationships with all of their followers, recognizing
that each follower is unique and wants to relate to leadership in a special way.

CASE STUDIES

In the following section, three case studies (Cases 7.1, 7.2, and 7.3) are
presented to clarify how LMX theory can be applied to various group set-
tings. The first case is about the creative director at an advertising agency;
the second is about a production manager at a mortgage company, and the,
third is about the leadership of the manager of a district office of the Social
Security Administration. After each case, there are questions that will help
you analyze it, using the ideas from LMX theory.

CASE 7.1

His Team Gets the Best Assignments

Ca.rly Peters directs the creative department of the advertising agency of
Mills, Smith, & Peters. The agency has about 100 employees, 20 of whom
work for Carly in the creative department. Typically, the agency main-
tains 10 major accounts and a number of smaller accounts. It has a repu-
tation for being one of the best advertising and public relations agencies
in the country.

(Continued)




