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Implications of Cognitive and Affective Mechanisms for Interpersonal 

Exchange Relationships in Teams 

 

ABSTRACT 
 
In this study, we investigated the effect of leader-member exchange (LMX) on team-member 

exchange (TMX), and tested the meditation effects of social identification and positive affect in the 
relationships between LMX and TMX. Our sample comprised of 291 front-line employees working 
within local branches of an Australian banking organisation. Results showed that LMX was positively 
related to social identification, positive affect, and TMX. We found further that social identification and 
positive affect mediated relationships between LMX and TMX. Our findings suggest that employees 
enjoying high-quality LMX relationships tend to develop high-quality TMX relationships; and that this is 
because they socially identify with their work groups, and experience positive emotions in the 
relationships that strengthen their relationships with other team members.  
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Over the last two decades, a considerable amount of research has examined the 

importance of leader-member exchange (LMX) in the workplace. LMX theory focuses on 

differentiated exchange relationships that leaders develop and maintain with their subordinates 

within work teams (Dansereau, Graen, & Haga, 1975). Graen and Uhl-Bien (1995) and Gerstner 

and Day (1997) reviewed the empirical evidence, and concluded that LMX relationship quality 

has profound implications for employees’ job satisfaction, organisational commitment, in-role 

performance, and organisational citizenship behaviours. According to Kramer (1995) and Sias 

and Jablin (1995), however, the majority of this research has tended to look at the supervisor-

subordinate dyadic relationships in isolation from the larger social context in organisations.  As 

such, this research may have neglected the possibility that such relationships may influence 

people outside the LMX relationship. In this respect, research by Sparrowe and Liden (1997) and 

McClane (1991) suggests that interpersonal exchange relationships between leaders, 

subordinates, and co-workers are embedded within the organisations wider social network. This 

is because employees do not act in isolation, but rather they interact with supervisors and 

colleagues to perform their tasks (Janssen & VanYperen, 2004). Therefore, a dyadic relationship 

between a leader and a subordinate may have implications for employee performance as well as 

their relationships with other team members.  This suggests that Team Member Exchange (TMX) 

quality, defined by Seers (1989) as the relationship quality between an individual and her or his 

team members, may be influence by the quality of LMX relationships. 

LMX researchers such as Dienesch and Liden (1986) argue that supervisors tend to develop high-

quality relationships with only a few subordinates within a work team, and that these relationships serve 

as channels for supervisors to distribute organisational resources, work-rated information, and 

psychological support to subordinates. Therefore, high-quality LMX relationships become effective 

because they engender mutual trust, respect, and obligation. Sias and Jablin (1995) and McClane (1991) 

suggest further that the quality of LMX relationships may enhance subordinates’ status and induces 
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positive emotional experiences that, in turn, influence subordinates’ perception of TMX development. On 

this basis, it seems reasonable to argue that a combination of social identity theory (SIT: Tajfel, 1972) and 

affective events theory (AET: Weiss & Cropanzano, 1996) may provide appropriate theoretical 

foundation to explain the nexus between LMX and TMX.  In line with both theories, we suggest two 

mechanisms by which LMX may exert its influence on individuals’ perception of TMX: (1) social 

identification (which concerns group values and collective interest) (Brewer & Gardner, 1986), and 

(2) positive affect (positive emotions experienced by individuals when interacting with their supervisors; 

see Tse, Dasborough, & Ashkanasy, 2005). 

In the present study, therefore, we aim to advance interpersonal exchange research by 

contributing to the literature on social exchange, social identity, and emotions in teams in four ways. First, 

we test the relationship between vertical supervisor-subordinate relationships (LMX) and lateral team 

member relationships (TMX).  This is in order to address Kramer’s (1995) concern that LMX theory has 

not incorporated LMX into a larger organisational social context (see also Sias & Jablin, 1995). Second, 

our research responds to Gerstner and Day’s (1997) call to identify the underlying process variables 

linking LMX and work outcomes. Here, we test social identification and individuals’ positive affect as 

mediators influencing in the relationships between LMX and TMX. Third, we investigate the relationship 

between LMX and social identification in the mediation model. This builds on earlier work by Kark, 

Shamir, and Chen (2003), who examined the relationships between transformational leadership and 

personal and social identification. Finally, by exploring the role of positive affect in LMX-TMX 

relationships, we contribute to the growing body of research on individual affective states and emotional 

contagion within the team work context (e.g., see Barsade, 2002; Mason & Griffin, 2003 for examples). 

 

HYPOTHESES DEVELOPMENT 

LMX and TMX 

TMX was first proposed by Seers (1989), and is a theoretical extension of LMX.  It concerns the 

relationship between an individual and her or his team members and; it thus indicates the effectiveness of 
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the members’ ongoing relationships within the team.  Specifically, TMX focuses on an individual’s 

willingness to assist other members, to share ideas and feedback and, in turn, to provide information to 

other members and to receive recognition from them (Seers, 1989; Seers Petty, & Cashman, 1995). More 

recently, Murphy and colleagues, (2002) and Liden, Wayne, and Sparrowe (2000) found that TMX 

significantly influences employees’ work attitudes and behaviours. These findings are important for the 

advancement of TMX theory, although our understanding of the factors that influence the quality of TMX 

remains underdeveloped (Murillo & Steelman, 2004; Hiller & Day, 2003). 

In line with Kramer’s (1995) contention that the LMX dyadic relationship is interconnected and 

embedded within a larger social context in organisations (see also Sias & Jablin, 1995), we argue that 

differences in quality of LMX relationships constitute a driving force that influences the way subordinates 

perceive and experience TMX relationships. This is also consistent with Dienesch and Liden’s (1986) 

point that supervisors, by virtue of their position, decide how to distribute organisational resources, work-

related advantages, and psychological support to their subordinates.  This therefore can be seen to create 

differences in the quality of LMX relationships within a team. In this respect, Erdogan (2001) and 

Erdogan and Liden (2002) have shown that individual team members’ perceptions of their leader’s 

behaviours and decisions (i.e., development of the LMX relationship) affect their self-esteem and their 

underlying emotional state. Thus, high-quality LMX relationships enhance the status of team members 

and trigger positive emotions, which determine how subordinates develop and maintain exchange 

relationships with their fellow team members (e.g., Kramer, 1995; Sias & Jablin, 1995; McClane, 1991). 

Early evidence to support these claims has been found in an empirical study of 110 co-worker dyads by 

Sherony and Green (2002), who found that relationship quality between two co-workers was predicted by 

the quality of their individual LMX relationships with their supervisor. Building upon the theoretical 

discussion and the empirical study, we making the following hypothesise: 

Hypothesis 1: LMX will be positively related to TMX. 
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LMX, Social Identification, and Social Exchange 

Social identification is theoretically derived from the Social Identity Theory (SIT) and is defined 

by Tajfel (1978: 63) as the “cognition of membership of a group and the value and emotional significance 

attached to this membership.”  Brewer and Gardner (1986) note further that social identification occurs 

when individuals share strong beliefs with groups to which they belong and define they define their self-

concept based on the group values and collective interests. When individuals identify with a group, they 

are more likely to base their self-concept and self-esteem partly on their belonging to the group, and 

therefore to perceive and to experience group successes and failures as their own successes and failures 

(Mael & Ashforth, 1992; Ashforth & Humphrey, 1993). 

Finally, with respect to the effect of LMX on social identification, Social Exchange Theory (SET) 

provides a foundation to explain that the quality of relationship between supervisors and subordinates can 

create and communicate a shared identity or shared values through the ongoing reciprocal exchange 

process (Ellemers, de Gilder, & Haslam, 2004). The exchange process serves as a platform upon which 

subordinates’ social identification can be enhanced by fulfilling their reciprocity obligations above or 

beyond supervisors’ expectations.  For example, as Graen and Uhl-Bien (1995) point out, in high-quality 

exchanges, supervisors like to appeal to the higher-order social needs of subordinates by motivating them 

to place collective interests over short-term personal interests, and by connecting their self-interest to the 

group values. Once a subordinate has socially identified with the group, s/he would promote and advocate 

the importance of collective welfare and group values (Wang et al., 2005). Thus: 

Hypothesis 2: LMX will be positively related to social identification. 

LMX and Positive Affect 

LMX theory posits that there is a reciprocal process in the dyadic exchanges between leaders and 

followers, where they interact with each other for different kinds of exchanges. The reciprocal process 

therefore not only reflects how interests and expectations are met between the leaders and followers, but 

also indicates their feelings about being in these relationships (Graen, 1976; Graen & Uhl-Bien, 1995). 

More recent research by George (2002) also suggests that social interaction between leaders, individuals, 
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supervisors and co-workers evokes different emotions within emotional impact for each individual. Given 

the affective characteristics of social exchange, it is reasonable to believe that individual team members’ 

emotional reactions are a direct affective consequence of their exchange quality with their supervisors. 

We therefore argue that individuals experiencing positive and high-quality relationships with their 

supervisors can be expected to maximise their self-esteem which, in turn, induces positive emotional 

experiences. For example, individuals frequently experience positive affect, defined as a subjective 

feeling state that includes both intense emotions and diffuse moods, such as excitement, pleasure, 

enthusiasm or satisfaction (Ashforth & Humphrey, 1993). This is because they find their exchange 

relationships with supervisors to be valuable and rewarding (Uhl-Bien, 1995; Kelly & Barsade, 2001). 

Although the positive relationship between LMX and positive affect has not been examined 

systematically, we believe that this theoretical reasoning supports the following hypothesis. 

Hypothesis 3: LMX will be positively related to individuals’ positive affect. 

The Mediating Role of Social Identification 

A review of LMX research suggests that supervisor-subordinate dyadic exchange relationships 

may exert influence in part via the subordinates’ identification with the work group (Graen & Scandura, 

1987; Ellemers, de Gilder, & Haslam, 2004). Therefore, we conceptualised social identification as a 

proximal outcome through which LMX influences more distal outcomes (i.e., TMX). Hogg and Abrams 

(1990) argue that the effect of social identification on group outcomes can be explained in terms of 

cognitive and affective identification with the group which in turn increases individual self-esteem and 

sense of self-efficacy. The increased levels of self-esteem and sense of self-efficacy will motivate the 

individual to engage in ongoing social exchange processes with other team members, and help the 

individual perform better. In this respect, Seers (1989) found that team identification was positively 

related to TMX. 

Furthermore, the mediating influence social identification in the relationships between LMX and 

TMX is premised on the notion that social identification reflects a high-quality LMX relationship based 

on mutual benefits of reciprocity. Such identification is likely to have evolved in an individual who is 
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concerned with her or his own concerns with collective values and group interests (Brewer & Gardner, 

1986). This may encourage individuals to integrate their status as team members into their own self-

concept, elevating their commitment to TMX relationship development. 

As noted earlier, high-quality LMX relationships help team members identify with their groups 

by creating shared trust and mutual respect. Group members feel proud of being part of a group that is 

perceived to have valuable characteristics, and tend to equate team success with personal success 

(Ashforth & Mael, 1989; Ashforth & Humphrey, 1993). We argue that such experience improves team 

members’ self-esteem, which consequentially leads them to attribute more positive qualities to the group. 

This attribution reinforces the increases in member self-esteem (by bringing to the TMX relationships 

different kinds of resources for exchange). Thus: 

Hypothesis 4: Social identification will be positively related to TMX, and will mediate the LMX-TMX 

relationship. 

The Mediating Role of Positive Affect 

In the last decade, researchers have paid increased attention to the role of affective states in the 

workplace (e.g., see Ashkanasy, Härtel, & Daus, 2002). A specific focus has been on how affective states 

play vital roles in motivational processes for individual and team effectiveness (e.g., see Brockner & 

Higgins, 2001; Barsade, 2002). The explanation for the influence of positive affect on TMX has been 

supported in many theoretical and empirical studies. In this respect, Spector and Fox (2002) suggest that 

positive emotional experiences facilitate positive work attitudes and behaviours.  This is because 

individuals experiencing positive emotions will engage in behaviours that tend to support their positive 

moods. For example, individuals in a positive affective state may choose to help others so as to maintain 

their positive state (Isen, 1984). 

Furthermore, team members’ positive affect is expected to be related to TMX, because positive 

affect contributes to important interpersonal functions. For instance, Panksepp (1998) argues that positive 

emotions such as love, joy or, excitement evolved to increase social bonding. This argument is also 

supported by Kemper (1984), who advocates two major types of emotion classification. The former is 
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integrative emotions that draw people together (e.g., love, joy, and pride); the latter is differentiating 

emotions that pull people apart (e.g., anger, distress, and anxiety). In line with this classification, Staw, 

Sutton, and Pelled (1994) point to evidence that people find others with positive emotions more 

appealing. This is consistent with the notion that individuals prefer to stay in positive emotional states, 

thus avoiding the need for emotion maintenance and mood repair (Weiss & Cropanzano, 1996). In this 

regard, Lazarus (1991) has shown that people who display positive emotions are considered more 

attractive, and they also tend to be more attracted to others than those who do not. Thus, emotions have 

important relational meanings (Lazarus, 1991), positive emotions may increase the quality of the 

relationship between team members. We believe that individuals experiencing positive emotions, such as 

pleasure, interest, or excitement are likely to form and maintain high-quality TMX relationships with 

other team members. 

Finally, we expect to find in the present study that positive affect will serve as a mediator 

between LMX and TMX. One focus of AET is that affective states serve as a mediating mechanism by 

which stable features of the work environment can influence job attitudes and behaviours (Weiss & 

Cropanzano, 1996). More specifically, Weiss and Cropanzano (1996) suggest that positive or negative 

emotions result from affective events, and that the environment features determine the frequency and 

intensity of the affective event occurrences. We argue that this theory can be used to explain the 

mediating role of positive affect in the hypothesised relationships within our model. 

In this instance, we argue that LMX can be regarded by subordinates as sources of hassles or 

uplifts. The quality of LMX relationships brings about frequent emotional reactions in the individuals. 

For example, individuals may feel pleased and enthused if their supervisor recognised their potential or 

empowered them. Resultantly, these positive emotions are likely to encourage positive behaviours from 

the individuals as they attempt to satisfy their supervisor’s expectations. High-quality LMX relationships 

induce different positive emotions, such as joy, pride, or enthusiasm that are likely to lead to spontaneous 

affect-driven behaviours such as reciprocal social exchange with team members. Thus, our final 

hypothesis is: 
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Hypothesis 5: Individuals’ positive affect will be positively related to TMX, and will mediate the LMX-

TMX relationship. 

 

METHOD 

Sample and Procedure 

Participants in our study were front-line employees of an Australian banking organisation. The 

bank provides a wide range of retail services, including promoting different types of bank accounts, home 

loan packages, credit card services, and it offers investment advice for both personal and corporate 

customers. Within the sample, employees had job titles such as tellers, investment consultants, insurance 

planners, credit card salespersons, and customer service officers. Branch managers were formally 

appointed by the organisation to manage the staff, and to coordinate their respective branches’ daily 

operations. Each branch consisted of seven to ten employees, with each employee directly reporting to 

their branch manager on a daily basis. Employees who had been in their branch for less than 6 months 

were excluded from our sample, to ensure employees were sufficiently acquainted with their managers 

and co-workers to develop adequate exchange relationships. 

Survey packs were developed and sent to potential respondents (i.e., the bank employees) via the 

bank’s internal mail system.  These were enclosed with a cover letter outlining the purpose of the research, 

voluntary participation, and an assurance of confidentiality. Each survey pack contained a self-report 

questionnaire, designed to collect information about the social exchange relationships from employees’ 

perspectives. The questionnaire measured employees’ perceptions of LMX, social identification, affect, 

and TMX. 

Out of the 682 employee questionnaires we distributed, 320 employee questionnaires were 

returned (46% response rate). After excluding incomplete questionnaires, the sample comprised of 291 

employee dyads.  Eight-seven percent of the employees in the sample were women, 75% were aged 45 

years or below, and 70% had a secondary education qualification or above. They had been employed by 

the organisation for 2.8 years. 
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Measures 

Leader-member exchange. We used the LMX-7 scale (Graen & Uhl-Bien 1995) to measure the 

relationship quality between branch managers and their employees. LMX was measured using a five-

point scale, which ranged from 1 (Not at all) to 5 (Extremely). Each employee was asked to indicate 

his/her perception of their relationship with his/her manager. Sample item include: “To what extent does 

your manager understand your work problems and needs”. Alpha reliability for this scale was .94. 

Social identification. This was measured using the 3-item identification scale developed by Mael 

and Ashforth (1989), and subsequently modified by Randel and Jaussi (2003). This scale captures the 

social identity theory principle that “social identification is seen as personally experiencing the success 

and failures of a particular group or subgroup” (Mael & Ashforth, 1989: 21). The variable was assessed 

based on employees’ perspectives through their responses on a seven-point scale which ranging from 1 

(Strongly disagree) to 7 (Strongly agree). Sample items include: “When other members in my team are 

recognised for their accomplishments. The alpha reliability for this scale was .74. 

Positive affect. This was measured with a 10-item scale adopted from the PANAS (Watson, Clark, 

& Tellegen, 1988). Participants were asked to indicate how they “feel when interacting with their team 

members”, on five-point scale which ranged from 1 (Not at all) to 5 (Extremely). For the purpose of this 

study, only positive affect was measured because it has been proved to help increase social bounding 

(Panksepp, 1998). An individuals’ positive affect reflects the extent to which the employee feels alert, 

active and enthusiastic in response to their co-workers. Examples of items include “interested”, “excited”, 

“proud” and “strong”.  The alpha reliability for this scale was .94 

Team member exchange. The ten-item TMX scale developed by Seers, Petty, and Cashman (1995) 

was used to measure the perception of the reciprocal exchange relationship between an individual 

employee and her or his team members. Responses to the items were on a seven-point scale that ranged 

from 1 (Strongly disagree) to 7 (Strongly agree). Sample items include: “In busy situations, other team 

members often volunteer to help me out”. The alpha reliability for this scale was .84. 



 12

RESULTS 

To examine construct validity, we conducted confirmatory factor analyses using AMOS (Bollen, 

1989). Fan, Thompson, and Wang (1999) suggest the fit indices of RMSEA, IFI, TLI and CFI are less 

sensitive to sample size than others. We therefore used those indices to evaluate the fit adequacy of our 

measurement model for subsequent analysis. Results of chi-square and fit indices were χ2 = 1101.81, df = 

399; RMSEA = .08; CFI = .98; IFI =.98 and TLI = .97.  The fit indices are significantly higher than the 

recommended .90 which suggest that our measurement model has an adequate fit. 

Correlational Analysis 

Correlational results show that all four variables were significantly and positively correlated. Also, 

and as expected, LMX was positively related to both mediating variables of social identification (r = .34, 

p<.01) and positive affect, (r = .46, p<.01) as well as to TMX (r = .39, p<.01). Also as predicted, social 

identification and positive affect were positively associated with TMX (r = .45, p<.01) and (r = .43 p<.01). 

These results provide initial evidence for Hypotheses 1 to 3, and also support three conditions for 

testing mediation Hypotheses 4 and 5 using the Baron and Kenny (1986) approach, because there 

was a significant relationship between LMX, social identification, positive affect and TMX 

Test of Hypotheses 

With respect to Hypothesis 1, results show that LMX was found to be positively and significantly 

related to TMX (β =.37, p<.01).Thus, Hypothesis 1 was supported. Also, as we predicted LMX was 

positively associated with social identification (β =.35, p<.01) and positive affect (β =.47, p<.01) 

respectively. These results provide evidence supporting the positive relationship between LMX, social 

identification and positive affect, and hence support Hypothesis 2 and 3. 

To test Hypothesis 4, we regressed TMX on LMX (Step 1), and social identification (Step 2).  

Next, we tested the relationship between social identification and TMX, and whether social identification 

mediated the relationship between LMX and TMX. The results of show that social identification had a 

positive and significant relationship with TMX (β =.36, p<.01); and the direct effect of LMX on TMX 

was reduced from (β =.37 in step 2 to β =.25 in Step 3). The beta coefficient remained significant in the 
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presence of social identification as a mediator at Step 3, however. In this regard, Shrout and Bolger (2002) 

have highlighted the need to conduct a Sobel test to determine whether the reduction of the beta 

coefficient is significant (in this case, LMX, Steps 2 and 3). Results reveal that the reduction of the beta 

coefficient for the effects of LMX on TMX was statistically significant (Z = 4.67, p <.01). This indicates 

that social identification partially mediated the relationship. Hence Hypothesis 4 was supported because 

social identification was positively related to TMX and it mediated the relationship between LMX and 

TMX. 

We repeated the above regression steps in our test of Hypothesis 5. Results indicate that positive 

affect was positively associated with their ratings of TMX (β =.22, p<.01) after controlling for LMX at 

Step 2. These results also reveal that the direct effect of LMX on TMX was reduced from (β =.37 in Step 

2 to β =.22 in Step 3), but again the beta coefficient remained significant in the presence of positive affect 

at Step 3. We again conducted the Sobel test and its results show that the reduction of the beta coefficient 

for the effect of LMX on TMX was statistically significant (Z = 4.41, p <.01), so we were able to 

conclude that positive affect partially mediated the relationship. Therefore, Hypothesis 5 was supported 

insofar as positive affect was found to be positively related to TMX and it also partially mediated the 

relationship between LMX and TMX. 

 

DISCUSSION AND CONCLUSION 

In this study, we investigated the relationships between LMX and TMX, and explored the 

underlying implications of social identification and positive affect within the team-member relationships. 

More specifically, our study suggests how social identification and positive affect mediate the relationship 

between LMX and TMX. As expected, our results are consistent with our three central propositions, that: 

(1) LMX is a driving force behind subordinates’ social identification and positive affect; (2) LMX are 

positively related to social identification, positive affect and TMX; and (3) LMX promotes the 

development of TMX relationships through psychological processes of social identification (cognitive 

mechanism) and positive affect (affective mechanism). 
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Implications for Theory and Research 

This research contributes to the literature on interpersonal exchange relationships, emotions in 

teams, and social identification in three ways. First, our findings provide new insights into social 

exchange theory, where the various interpersonal exchange relationships that exist between leaders, 

subordinates, and team members have largely been neglected in the past (Kramer, 1995;  Sias & Jablin 

1995, Sparrowe et al., 2001). The study we report here provides evidence that LMX is significantly 

related to the quality of social exchanges that team members develop and maintain with their coworkers. 

This goes beyond the extant social exchange research that has often recognised LMX and TMX as 

antecedents of employees’ work attitudes and behaviours (e.g., Murphy et al., 2002), and it also lays a 

foundation for new research to unravel the mysteries of how interpersonal exchange relationships are 

interconnected and embedded within the larger social context in organisations. 

Second, we have shed new light on the relationship between LMX and social identification based 

on social identity and social exchange theories. Social identity theorists such as Mael and Ashforth (1992) 

argue that individuals with high levels of social identification are strongly motivated to define themselves 

in line with group values, and they tend to internalise group successes and failures. At present, social 

identity theory has been applied in the literature on diversity, and therefore, researchers have focused on 

identifying similarities of demographic factors or functional specialisations as antecedents of social 

identification (Van der Vegt et al., 2003; Randel & Jaussi, 2003). In the present research, we took a step 

forward in response to the call by Kark and his colleagues’ (2003) to study social identification in 

conjunction with leader-follower relationships in order to understand the implications of social 

identification within the interpersonal social exchange processes. Our findings demonstrate that the effect 

of LMX on social identification can be interpreted as accommodating to the needs of self enhancement in 

keeping with social identity theory. High-quality LMX relationships thus can be seen to be perceived by 

subordinates as a social currency to nourish their sense of identification within groups. 

Finally, although researchers have studied individual affective states and emotional contagion in 

the team work context (e.g., Barsade, 2002; Mason & Griffin, 2003), little attention has been directed 
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towards the role of individual affective reactions in team member exchange development (Ashkanasy & 

Tse, 2000). For example, if an individual experiences positive or negative emotions from interactions 

with a leader, this may influence how they form relationships with other team members. As we expected 

in our study, employees’ positive affect was positively associated with TMX. This suggests that team 

member affect plays a role in determining how individuals perceive TMX development. The present 

study adds value therefore in that it explicates positive affect as a mechanism mediating the relationship 

between LMX and TMX. This signifies that individuals who experience high quality relationship with 

their supervisors are likely to experience positive affect which, in turn, positively influences their 

perceptions of and reactions to developing relationships with other team members. 

Implications for Practice 

The findings of our study also have practical implications. First, it appears from our results that 

LMX not only facilitates employees’ performance, but it also contributes to the development of team 

member exchange relationships. Therefore, it is important for supervisors to be sensitive to how 

subordinates see the way supervisors differentiate between low and high LMX subordinates. If 

subordinates perceive supervisors’ differentiation criteria are unfair, this could be divisive to the team. In 

contrast, if subordinates see the supervisor’s differentiation criteria as fair, they are more inclined to be 

motivated to continue exchanges (Erdogan, Liden, & Kraimer, 2006).  Hence, supervisors need to 

understand how to develop and to manage different quality relationships with subordinates based on 

objective criteria, such as performance standards (Erdogan, 2002). This may help encourage subordinates 

to form high-quality team member exchange relationships, minimizing unfavorable perceptions regarding 

fairness of LMX differentiation. 

Another practical implication relates to the development and maintenance of high-quality team 

member exchange relationships. Although a number of variables have been found to be related to TMX 

relationships, but have paid little attention to how leaders might establish high-quality exchange 

relationships among team members (Seers et al., 1995). Researchers in the literature on social 

identification and emotions in teams suggest that both variables are important for team research (e.g., see 
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Van der Vegt et al., 2003; George, 2002). Our findings suggest that social identification and team member 

affect are mechanisms that can be used by leaders to promote high-quality TMX relationships. An 

implication of this is that strategies for understanding and enhancing employees’ sense of identification 

and emotional experience within supervisor-subordinate exchange relationships should be incorporated 

into leadership development programs. Such programs would be useful for helping supervisors to develop 

high-quality team member exchanges, and ultimately to enable them to improve team and organizational 

effectiveness. 

Conclusions 

This study contributes to the literature on social exchange, social identity theory, and emotions in 

teams by developing a model in which social identification and positive affect are conceptualised to 

mediate the relationships between LMX and TMX. The results of this study lend support to the 

hypothesised relationships between LMX, social identification, positive affect, and TMX. Our results 

showed that employees’ perceptions of (vertical) supervisor-subordinate relationships determine their 

perceptions of (lateral) team member relationship exchanges. Further, support was found for the 

hypothesised underlying roles of social identification and positive affect as mediators of the relationship 

between LMX and TMX. The findings of this study start to shed some light on the effect cognitive and 

affective processes by which leaders may determine facilitate effective team member relationship 

development. We hope that our findings encourage researchers to pay closer attention to the relationship 

between LMX and TMX in the future, and to try to uncover other possible mediating variables within this 

organisational network of exchanges. 
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