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Abstract. The main purpose of this study was to diagnose the effects of leader-member
exchange (LMX) quality on performance in the context of organizational and Turkish
culture. The study was conducted in two family-owned businesses (FOBs), as they are
very important structures in which in-group and out-group formations can be seen. Firm A
(33 employees representing 41 dyads) and Firm B (61 employees representing 60 dyads)
were especially chosen as they enabled us to apply the coding system leading to effective
evaluation of surveys as the unit of analysis is “dyads”. In this framework, this study
offers an important contribution to the international management literature as positive
effects of LMX quality on firm performance, subordinate performance, intention to leave
and job satisfaction were found within the context of organizational and Turkish culture.
As the proportion of FOBs is almost 95% in Turkey, they represent Turkish economy
and business culture well, leading to more generalizable results. Thus, firms can lead to
increase in both subordinate and firm performance by creating an organizational culture in
which high quality leader-member relationships are emphasized, finally leading to positive
organizational outcomes.
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Introduction

The aim of this paper is to find out the foreseen effects of LMX quality on both firm
performance and subordinate performance by taking the effect of organizational cul-
ture into consideration. There are several studies exploring the effects of LMX quality
on organizational dynamics in Turkish organizations (e.g. Erdogan et al. 2004, 2006;
Cevrioglu 2007; Ozutku et al. 2007; Pellegrini, Scandura 2006; Erdogan, Liden 2006;
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Karcioglu, Kahya 2011; Sahin 2011; Cetin et al. 2012). Some of these studies were held
only at one organization and the effect of organizational culture has not been taken into
consideration. Besides, both in Turkey and existing literature the importance of dyads as
a unit of analysis is also not taken into account. In literature, exchange quality has been
generally evaluated by taking only one side’s (only the leader’s or the member’s) view
into consideration. This is against the nature of exchange, which is a process involving
both leaders and members. Besides, when only one side’s ideas are considered, the dif-
ferences between the perceptions of leaders and members are neglected. In this context,
the effects of perceptional differences on organizational results cannot be evaluated. The
number of studies considering both sides’ perceptions are very limited (e.g. Erdogan
et al. 2006; Maslyn, Uhl-Bien 2001).

Thus, we consider both leaders’ and members’ perspectives in order to find out the
extent of fit between two parties’ perceptions. Besides, the subordinate’s performance
was evaluated both by the subordinate and his/her leader to eliminate biases regarding
perceptional differences.

1. Leader-member exchange theory

Leadership is the ability to influence, motivate and enable others to contribute to the
effectiveness of their organizations (House, Javidan 2004). Graen and Uhl-Bien (1995)
highlights that leadership has three main dimensions “leaders, members and the relation-
ship between them”. In this context leadership should not be considered as only related
with “leaders” or only related with “members”. The relationship between the leaders
and the members should be also explored in order to understand the leadership process.

Leader-Member Exchange Theory proposed by Graen and his colleagues (Graen, Cash-
man 1975; Graen 1976; Graen, Scandura 1987) attempts to explain the relationship that
develops between supervisors and subordinates as a result of their work place interac-
tion. This theory is concerned with the hierarchical relationship between a supervisor
and his/her subordinates (Varma, Stroh 2001) and each leader-member pair is called as
“dyad.”

Leader-Member Exchange Theory suggests that leaders do not use the same style in
dealing with all subordinates, but rather develop a different type of relationship or ex-
change with each subordinate (Dansereau et al. 1975; Graen, Cashman 1975; Liden,
Graen 1980; Graen et al. 1982; Graen, Scandura 1987). These relationships range from
those that are based strictly on employment contracts (i.e., low LMX, or “out-group”)
to those that are characterized by mutual trust, respect, liking and reciprocal influence
(i.e. high LMX or “in-group”; Dansereau et al. 1975; Liden, Maslyn 1998). In Figure 1,
the in-group and out-group interactions, which are formed regarding the relationship
types, can be seen.
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Fig. 1. Leader—-Member Exchange Theory
Source: Based on Robbins (2005)

1.1. Dimensions of leader-member exchange quality

According to us, LMX should be considered as a multidimensional concept. In this
context, it becomes important to identify the dimensions, which the LMX relationship
can be categorized. In the existing literature, LMX has been characterized in terms of
(a) degree of trust between leader and member (Liden, Graen 1980); (b) subordinate
competence (Liden, Graen 1980); (c) degree of loyalty between leader and member
(Dansereau et al. 1975); (d) degree of perceived equity of exchange in the relation-
ship by both leader and member (Hollander 1980; Jacobs 1970); (e) degree of mutual
influence (Yukl 1981); and (f) amount of interpersonal attraction (or affect) between
leader and member (e.g. Dansereau et al. 1975; Graen, Cashman 1975; Tjosvold 1984;
Dienesch, Liden 1986).

Mutuality, one basic concept of social exchange theory as applied to leadership, pro-
vides us the theoretical focus needed to organize this list. Mutuality implies that an
exchange must develop along dimensions to which both parties can contribute and that
are valued by both parties (Dienesch, Liden 1986). Three dimensions of the above list
have been identified, which fit this definition of mutuality: (a) Perceived Contribution to
the exchange — perception of the amount, direction, and quality of work-oriented activ-
ity each member puts forth toward the mutual goals (explicit or implicit) of the dyad;
(b) Loyalty — the expression of public support for the goals and the personal character
of the other member of the LMX dyad; (c) Affect — the mutual affection members of the
dyad have for each other based primarily on interpersonal attraction rather than work or
professional values (Dienesch, Liden 1986).

Besides, Liden and Maslyn (1998) added a new dimension to Dienesch and Liden’s
(1986) dimensions “professional respect”. It can be defined as the perception of the
degree to which each member of the dyad has built a reputation, within and/or outside
the organization, of excelling at his or her line of work. This perception may be based on
historical data concerning the person, such as; personal experience with the individual,
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comments made about the person from individuals within or outside the organization,
and awards or other professional recognition achieved by the person (Liden, Maslyn
1998). There are also other dimensions mentioned in literature such as openness, trust,
and honesty. However, in our study, we focus on the four dimensions mentioned above
and evaluate each dimensions’ effect on LMX quality.

1.2. Understanding leader-member exchange relationship and related
variables in the context of leader-member-exchange quality model

1.2.1. Organizational culture

An organization’s culture determines the organization’s values, norms and informal
activities (Pettigrew 1979; Katz, Kahn 1978). In this manner, studies on organizational
culture should not be conducted independent of leadership, as leaders play great role
especially in development and dispersion of organizational culture. Besides, organiza-
tional culture affects the development of leadership, LMX and the relevance of LMX
dimensions. In short, organizational culture embraces the contextual factors such as
work groups, organizational politics affecting leadership and LMX. In this regard, it
becomes significant to focus on the relationship between LMX and organizational cul-
ture and these two concepts should not be explored seperately.

Based on the leadership-culture research published thus far, the following tentative
conclusions have been suggested by researchers (Block 2003): The impact of leader-
ship on firm performance is mediated by organizational culture (Ogbonna, Harris 2000).
Leadership creates an environment in which fundamental organizational change is more
or less likely to occur (Hennessey 1998). Specific leadership behaviors are associated
with distinct cultural traits (Lok, Crawford 1999). Contextual factors such as organi-
zational culture have an impact on the emergence of specific leadership styles (Pillai,
Meindl 1998). Leaders use their knowledge of organizational culture to affect change
(Brooks 1996). The behaviors of leaders influence the perceptions of organizational
culture among followers (Chodkowski 1999).

When the existing literature is explored, it is seen that there are limited number of stud-
ies exploring the relationship between LMX and organizational culture (e.g. Herrera
et al. 2013; Erdogan, Liden 2006; Erdogan et al. 2006; Yu, Liang 2004). As organi-
zational culture includes leadership styles, the nature of relationship between leaders
and members should be also considered. Thus, we explore the foreseen correlations by
referring to Turkish culture as organization’s culture is affected by the national culture.
For example Ouchi (1981) has identified that in Japanese and American organizations
commitment and loyalty dimensions are significant. In this study, we aim to find out the
dimensions regarding LMX highlighted in Turkish organizational context.

1.2.2. Firm performance

Another variable that is explored in our study is firm performance. In literature, or-
ganizational culture is mentioned as an important factor affecting firm performance
(Cameron, Ettington 1988; Denison 1990; Trice, Beyer 1993). Besides, culture also
plays an essential role in long-term financial success. It also has effects on individual
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dynamics such as commitment, productivity, physical and emotional health of work-
force (Kozlowski et al. 1993). In this regard organizational culture should be explored
by leaders and managers thoroughly.

We aimed to explore the relationships between LMX and performance in the context of
organizational culture, as culture guides the search for and interpretation of information
through schemas (Harris 1994). An organization’s members pay more attention to the
presence and absence of behaviors that are at the core of its culture. Besides, culture
acts as a social control mechanism (O’Reilly, Chatman 1996) and frames people’s in-
terpretations of organizational events and processes (Sorensen 2002). Deviations from
cultural norms are soon noticed and corrected. Thus, if culture emphasizes relationship
development, individuals feel motivated to form high-quality leader-member exchanges,
even in the presence of factors that are associated with low-quality exchanges (Erdogan
et al. 2006).

Socialization process, which is a sub-system of organizational culture, is also considered
when the relationship between LMX and performance is explored. In this context, we
consider tenure of employees as we interpret the results. We think that the new mem-
bers of the organization will have lower levels of LMX. Besides, if the organizational
culture emphasizes the importance of performance, the socialized behavior will create
more bonds with both other members and leaders and lead to increase in performance
levels. When organizational culture is studied, the sub-cultures should be also taken into
account. As we explore the organizational culture in FOBs, we think that it becomes
vital to explore sub-cultures. In this context, FOBs, embracing both family members
and professionals, will have different cultural chararacteriscs leading to different levels
of LMX quality. Thus, following hypotheses are identified.

H1: LMX (rated both by subordinate and supervisor) and firm performance are posi-
tively related.

H2: Organizational culture is positively related to LMX quality.
H3: Organizational culture has effects on firm performance.

H4: Organizational culture has effects on subordinate performance.

1.2.3. Job satisfaction and intention to leave

In order to find out the effects of LMX on firm performance thoroughly, we also deter-
mined that job satisfaction and intention to leave can be indicators of firm performance.
Thus, the relationship between these variables were also considered in the context of
the research model.

The level of job satisfaction has been accepted as an important performance indicator
as well as financial performance indicators. Most of the firms are aware of the fact that
satisfied employees will perform better, leading to better financial performance eventu-
ally (Rust et al. 1996; Agca 2005).

Schriesheim et al. (1998) found out that LMX from both subordinates’ and supervisors’
viewpoints were shown to be significant correlates of job satisfaction on 106 dyads.
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Janssen and Van Yperen (2004) collected data from 170 employees of a Dutch firm
and found out that the quality of LMX mediated positive relationships between mas-
tery orientation and leader-rated in-role job performance, leader-rated innovative job
performance, and job satisfaction. Results based on a sample of 439 employees, who
completed the study questionnaires at 2 time points, showed that the there was a posi-
tive and significant relationship between LMX and job satisfaction (Epitropaki, Martin
2005).

Regarding these findings in literature, it is seen that LMX plays significant role in shap-
ing employee attitudes, such as job satisfaction (e.g. Major et al. 1995 in Epitropaki,
Martin 2005). Thus, it is predicted that higher LMX quality will lead to higher job
satisfaction leading to higher subordinate performance. Higher subordinate performance
will finally lead to higher firm performance as shown in our research model.

In most of the studies, it is found out that LMX quality is negatively and significantly re-
lated to intention to leave (Ferris 1985; Gerstner, Day 1997; Graen et al. 1982; Vecchio,
Gobdel 1984; Wilhelm et al. 1993). Intention to leave is taken both as a performance
criteria and indicator of performance (Robbins 2005). Thus, the relationship between
LMX and intention to leave has also been considered within the context of our research
model. When the literature regarding the relationship between LMX and intention to
leave is analysed thoroughly, it is seen that some of the researchers found out a nega-
tive, linear relationship between two variables (Vecchio, Gobdel 1984; Wilhelm et al.
1993), whereas Harris et al. (2005) found a non-linear relationship. In a study, which is
conducted in Turkey by Cevrioglu (2007), it is found out that LMX quality is negatively
and significantly related to intention to leave.

The reason lying behind the emphasis on intention to leave rather than turnover rate in
the context of research is the fact that there is nothing to do for the actual turnover rates.
However, if the intentions to leave within the organization can be diagnosed, then some
precautions, such as attitudes leading to higher LMX quality, can be taken. Besides, the
employees with intention to leave tend to affect other employees in a negative way lead-
ing to negative impacts on business processes (Griffeth ef al. 2000; Harris et al. 2005).

HS: LMX (rated both by subordinate and supervisor) is positively related to subordinate
job satisfaction.

H6: LMX (rated both by subordinate and supervisor) is negatively related to subordi-
nate’s intention to leave.

1.2.4. Subordinate performance

Considerable research has examined the relationship between LMX quality and indi-
vidual performance (Erdogan, Liden 2002; Liden ef al. 1997). The quality of leader-
member relationships, in turn, is assumed to reflect the extent to which the leader and
subordinate exchange resources and support beyond what is expected based on the
formal employment contract (Dansereau et al. 1975), thus leading to a relationship
between LMX quality and subordinate performance.
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Despite extensive research on LMX quality and individual performance (Gerstner, Day
1997; Graen, Uhl-Bien 1995; Liden et al. 2006; Wayne et al. 1997) substantially in-
consistent results were found regarding the relationship between two variables (Bauer
et al. 2006; Jensen et al. 1997; Vecchio, Gobdel 1984; Wayne et al. 1997). In some of
the research results, a positive relationship between LMX and subordinate performance
has been found (e.g. Dansereau ef al. 1975; Deluga, Perry 1994; Dockery, Steiner 1990)
whereas statistically weak (Rosse, Kraut 1983) or insignificant relationships has been
found between two variables in other research results (e.g. Liden et al. 1993). The in-
consistent relationship between LMX quality and subordinate performance may be the
result of two factors: Firstly, most studies reporting significant relationships use subjec-
tive measures of performance whereas most studies reporting weak or nonsignificant
relationships use objective measures (Jensen et al. 1997; Liden et al. 1997). Secondly,
few investigations examine the possibility that moderating variables could be affecting
the link between LMX quality and performance (Vecchio, Gobdel 1984), but those
adopting a contingency approach often find significant relationships (e.g. Dunegan et al.
1992, 2002; Graen et al. 1982).

Dunegan et al. (2002) have taken role conflict, role ambiguity and intrinsic task sat-
isfaction as moderators and found out that these variables moderate the relationship
between LMX quality and subordinate performance. In another study conducted by
Dunegan et al. (1992), the relationship between LMX quality and subordinate perfor-
mance is found to be moderated by task analyzability and variety. In another study, it
has been found that work structure has an important effect on the relationship between
LMX quality and performance (Jensen et al. 1997). As well as these stuedies the ef-
fects of LMX differentiation on individual and group performance were investigated
with a sample of 120 work groups consisting of 834 employees (Liden et al. 2006).
The results demonstrated that LMX quality moderated the relationship between LMX
differentiation and individual performance, such that increases in LMX differentiation
were accompanied by increases in individual performance for low LMX members, but
no change in individual performance for high LMX members. Schriesheim et al. (1998)
examined subordinate and supervisor LMX quality as correlates of delegation and as
moderators of relationships between delegation, subordinate performance and satisfac-
tion. Analysis of data on 106 dyads showed both to be significantly related to delegation
and to have similar main and moderating effects for subordinate performance and satis-
faction. In relation to literature review above, following hypothesis has been identified.

H7: LMX (rated both by subordinate and supervisor) is positively related to subordinate
performance.

1.2.5. Tenure

There are many studies which have taken tenure as a moderating variable in the relation-
ship between LMX quality and performance. Masterson et al. (2000) found a positive
and significant relationship between LMX quality and performance in a study, which
focused on university staff, who had been working more than seven years. Similarly,
Wayne et al. (1997) conducted a study on employees who had been working at least
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five years in the organization and found a positive and significant relationship between
LMX quality and performance.

Within the context of this research, both the organizational tenure and dyadic tenure are
taken into account. Organizational tenure refers to the period spent within the organiza-
tion, whereas dyadic tenure is the period spent together with the subordinate/supervisor.
Thus, the following hypotheses have been identified in relation to literature review:

H8: Organizational tenure moderates the relationship between LMX and subordinate
performance such that LMX quality is more strongly related to subordinate per-
formance of members whose organizational tenure is higher than those whose
tenure is low.

H8a: Dyadic tenure moderates the relationship between LMX and subordinate perfor-
mance such that LMX quality is more strongly related to subordinate performance
of members whose dyadic tenure is higher than those whose tenure is low.

2. Methodology

In the literature there are inconsistent views regarding the analysis and assessment
of LMX quality. It was most often assessed from the followers’ perspective and then
related to antecedents or outcomes. However, as we can understand from the term “ex-
change”, it is an interaction process which includes both leader and member. Besides,
leaders tend to say that they behave in a same way to all of their subordinates even they
do not (Scandura et al. 1986). In this context, most of the researchers agree upon tak-
ing the perceptions of both supervisors and subordinates into consideration when LMX
quality is evaluated (Gerstner, Day 1997; Greguras, Ford 2006; Scandura, Schriesheim
1994; Schriesheim et al. 1998).

Besides, the subordinate performance should be also measured by taking both parties’
views into consideration, as there can be a difference between the self appraisal of per-
formance by the subordinate and evaluation of the performance by the supervisor. The
“status” of the both supervisor and subordinate is also taken into consideration within
the context of proposed research model (Fig. 2), as views regarding LMX quality may
change depending on the it (status: whether the respondent is a family member or a
professional employee).

. Supervisor Su_bordinate : | Subordinate —Job
! (leader) (family member) + | performance satisfaction Firm
' : erformance
' family member - ' : — Intention > °
: of Subordinate | Subordinate to leave
' professional (professional) ' performance
o TITIIIIITII—o '
............... LMX — ([ (anizational Culture

Fig. 2. Proposed research model
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2.1. Sample and procedures

Data were collected using surveys distributed in two FOBs in Izmir, Turkey. 94 em-
ployees representing 101 dyads answered 202 surveys. The reasons lying behind the
selection of two FOBs can be summarized as follows: (a) In most of the studies LMX
quality has not been evaluated within the context of FOBs (e.g. Murphy et al. 2003).
However, the possibility of seeing in-group and out-group formations is higher in FOBs
as they comprise both family members and professional members. (b) Besides, the
proportion of FOBs is almost 95% in Turkey and they represent Turkish economy and
business culture well, leading to more generalizable results. (¢) Firm A and Firm B were
especially chosen as the top management of these two firms guaranteed us that we will
be able to get in touch with all of the supervisors and subordinates leading to a wide
network of interactions. (d) The most important of all, the firms enabled us to apply
the “coding system” leading to effective evaluation of surveys as the unit of analysis
is dyads. In order to do that, before distributing the surveys we conducted interviews
that enable us to expose relationship networks. Finally, the leader-member dyads were
exposed and the surveys were implicitly coded.

Firm A is a manufacturing company, which had 146 employees in total. 21 of the em-
ployees were white-collar, whereas 125 of the employees were blue-collar. All of the
white-collar employees were surveyed, whereas 12 of the blue-collar workers were sur-
veyed. We had chosen those 12 workers after an interview with the direct supervisors of
them. Finally, we surveyed 33 employess representing 41 dyads in total. The number of
dyads we can reach was low due to the work load of blue-collar workers. In this regard,
the response rate was 23%. Firm B is a company operating at service sector, which had
75 employees in total. Its headquarters was located in Izmir (the third biggest city of
Turkey). 145 respondents were working in Izmir. Other respondents were working at
different branches located in two different cities “Bodrum” and “Milas”. We surveyed
all the employees in the headquarters of the company (Izmir) and Bodrum (branch). 61
employess representing 60 dyads in total were surveyed. In this regard, the response
rate was 81%.

In Firm A, of the respondents who provided demographic information, 8 were female
and 25 were male, whereas 11 were female and 50 were male in Firm B. 3 of the re-
spondents were family members, whereas 30 of them were professional members in
Firm A. In Firm B, 6 of the respondents were family members, whereas 55 of them
were professional members.

2.2. Data collection

The surveys were distributed face to face in order to increase the response rate in both
companies during normal working hours. Before distributing the surveys, short infor-
mation was given to each respondent regarding the parts in the survey. The completed
surveys were collected from each participant within a closed envelope to ensure that
the answers would be kept secret and it was told that upper-level management would
only receive summarized data.
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Two surveys, that were designed for subordinates and supervisors were used. The sub-
ordinates’ survey contained measures for organizational culture, LMX quality, demo-
graphic variables, self appraisal of performance, job satisfaction and intention to leave.
The supervisors’ survey contained measures for organizational culture, LMX quality,
demographic variables, supervisor rated subordinate performance, job satisfaction and
intention to leave. In supervisors’ survey there is a distinct part, in which questions re-
garding firm performance were asked. However, the survey with this distinct part was
only distributed to the members of top management team.

2.3. Questionnaire and measures

Surveys were administered in Turkish. The entire questionnaires were translated from
English to Turkish by a Turkish professor, whose interest area is management and or-
ganization. The translated version was then back-translated to English by a Turkish
employee with work experience and MBA graduate degree. The two translators then met
to resolve the discrepancies. The final Turkish survey was then given to two bilingual
academicians, who answered both the English and the Turkish versions of the survey
and inspected the content equivalence of items and they agreed upon the final version
of the survey. In a pilot study, 30 universtiy members (15 dyads) and 20 employees (10
dyads) from a manufacturing company, that were not part of the study, completed the
surveys to check the clarity of items. These respondents encountered a few problems
when completing the surveys. Thus, the problems were eliminated based on their sug-
gestions to make the surveys clearer.

Organizational culture assessment instrument (OCAI): There are differences in
terms of the potential of the instruments to explore the deeper manifestations of culture.
All of them examine employee perceptions and opinions about their working environ-
ment but only a few, such as Competing Values Framework examine the values and
beliefs that inform of those views (Scott et al. 2003). Thus, OCAI developed by Cam-
eron and Quinn (1999), which is based on Competing Values Framework, was used to
diagnose the perceived and preferred organizational culture.

Leader member exchange quality measure: LMX quality was measured by taking
both supervisors and subordinates ratings into account to avoid “common source bias”
and it is mentioned as “general LMX quality” in findings and discussion parts.

LMX-MDM: The subordinate perceptions of the LMX quality were assessed with the
LMX-MDM (Liden, Maslyn 1998). This scale consists of 12 items that measure four
dimensions: affect, loyalty, contribution, and professional respect. All item responses
were scaled from [-strongly agree to 5-strongly disagree. 1t should be noted that the
original LMX-MDM scale used a 7-point scale (with the same anchors). We chose
to use a 5-point scale for consistency in response scales with the other attitude scales
(Greguras, Ford 2006).

SLMX-MDM: Supervisor perceptions of LMX quality were measured using a parallel
form of Liden and Maslyn’s (1998) LMX-MDM, which consisted of minor adaptations
intended to transform items from the subordinate’s perspective to the supervisor’s (the
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word supervisor was changed to subordinate). However, the resultant items are not “mir-
rors” of one another in that they measure a different aspect of the exchange relationship.
One item from the LMX-affect scale is: “I like my supervisor very much as a person”.
Rather than creating a mirrored item (My subordinate likes me very much as a person),
Greguras and Ford (2006) created a paralleled item (I like my subordinate very much as
a person). Consistent with LMX-MDM in the current study, all item responses ranged
from I-strongly agree to 5-strongly disagree.

Subordinate performance measure: Subordinate performance was measured by taking
both supervisors and subordinates ratings into account to avoid “common source bias”.
Scores on both measures were averaged to yield a summary score reflecting subordinate
performance and it is mentioned as “general subordinate performance” in findings and
discussion parts.

Self-appraisal of subordinate performance: Subordinate performance was measured
using a self-appraisal approach. Two dimensions of performance, namely quality of
performance and productivity were measured using four items. The first two items as-
sess quality of performance and productivity of the individuals on their jobs, while the
remaining two items assess individuals’ quality of performance and productivity com-
pared with others doing similar jobs. A five-point scale was employed ranging, from 1
(very high) to 5 (very low). Scores on the four items were averaged to yield a summary
score reflecting subordinate performance. The self-appraisal approach, adopted in this
study, has been used previously by Al-Gattan (1983), Stevens et al. (1978), Ozutku
et al. (2007), Cevrioglu (2007) and yielded acceptable outcomes.

Appraisal of subordinate performance by the supervisor: We measured subordinate
performance using Podsakoff and MacKenzie’s (1989) five-item scale for in-role job
performance. Welbourne et al. (1998), Bauer et al. (2006), and Janssen and Van Yperen
(2004) had also used this scale to find out the relationship between LMX quality and
subordinate performance. The immediate supervisors of the respondents indicated the
extent to which they agreed or disagreed with five statements about the quality and
quantity of the respondents’ activities (I, “strongly agree” to 5, “strongly disagree”).

Firm performance: we measured firm performance by asking about the increase level
in the following indicators (on the basis of last 1 year): profitability, increase in sales
volume, increase in market share, increase in number of employees. A 5-point scale
was used (I, “increased a lot” to 5, “decreased a lot”). Besides, job satisfaction and
intention to leave had been also taken into consideration as managerial performance
indicators while interpreting the results.

Job satisfaction: job satisfaction was measured by a single-item question with a 5-point
scale. “I am satisfied with my job (I, “strongly agree,” to 5, “strongly disagree”).

Intention to leave: the intention to leave was assessed with a scale, which is developed
by Landau and Hammer (1986). This 5-point scale consists of 3 items “I am actively
looking for a job outside, As soon as I can find a better job, I will leave the company,
I am seriously thinking about quitting my job” (I, “strongly agree” to 5, “strongly
disagree”). Wayne et al. (1997) and Bauer ef al. (2006) also used this scale for their
studies regarding LMX quality.
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3. Findings and discussions

As we mentioned before, we had conducted our research on two FOBs. In both results
and discussion part, we both share the general results gained from the total data includ-
ing Firm A and Firm B and spesific results regarding each firm. Besides, we refer to
general LMX quality (rated both by subordinate and supervisor) and general subordinate
performance (rated both by subordinate and supervisor) in findings and discussion part.

The LMX quality was found high in both firms. This result can be explained by taking
the effects of national culture on organizations into account. Turkish culture has high
scores in collectivism dimension. Thus; the relationships in such a cultural context is
generally close and family-type. Responsibility and loyalty are important characteristics
in such cultures, which may lead to formation of high quality relationships. According
to collectivists, relationships have a normative dimension, whereas individualists put
emphasis on operational dimension of relationships (Bodur, Kabasakal 2002; Hofstede
et al. 1990).

Differences regarding LMX quality were found between the ratings of subordinates
(X = 1.95) and supervisors (X = 2.30). Thus, these results justified our views that LMX
quality should be measured by taking both parties’ perceptions into account.

In Firm A contribution dimension has the highest score, whereas in Firm B professional
respect has the highest score. The reason underlying that result can be explained by
taking the effects of tenure and organizational age into account. Firm A was founded in
1993 and managed by both first and second generations, whereas Firm B was founded
in 1942 and managed by both second and third generations. Thus, as Firm B is long-
established and its organizational tenure is higher, it might have overcome issues regard-
ing affect, contribution and loyalty and prefer to focus on professional respect based on
competency, ability and knowledge. In total, contribution score has the highest score. In
this regard, both supervisors and subordinates should work for their dyadic partner that
goes beyond what is specified in the job description, apply extra efforts beyond those
normally required to meet the partner’s goals and not mind working hard for the dyadic
partner. Thus, contribution dimension will enhance, leading to higher quality of LMX.

In both firms a positive and a significant relationship has been found between LMX
quality and subordinate performance. In order to enable a general and summarized
review, the results regarding the relationship between general LMX and general subor-
dinate performance were highlighted at first. Thus, a positive and a significant relation-
ship between two variables has been found (r = 0.671; p < 0.01). These findings are
consistent with the studies in literature (Dansereau et al. 1975; Deluga, Perry 1994;
Dockery, Steiner 1990; Gerstner, Day 1997; Rosse, Kraut 1983). Besides, it was found
that general LMX has positive and significant effects on subordinate performance (t =
8.906; p = 0.000; R? = 0.44). It explains 44.4% of the total variation in subordinate
performance. The Correlation and Regression analyses supported Hypothesis 7. Thus,
the first step of our research model is supported.

When we analysed the effects of subdimensions of LMX quality on general subordinate
performance, it is found out that in Firm A all dimensions have positive and significant
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effect on subordinate performance. The total variations in subordinate performance, ex-
plained by each subdimension, are as follows: Affect, 45%; professional respect, 35%;
loyalty, 33%; contribution, 27%. Thus, Firm A needs to emphasize “affect” dimension
in order to enhance subordinate performance via LMX quality. Besides, in Firm B all
dimensions have positive and significant effect on subordinate performance. The total
variations in subordinate performance, explained by each subdimension, are as fol-
lows: contribution, 53%; affect, 40%; professional respect, 29%; loyalty, 18%). Thus,
Firm B needs to emphasize “contribution” dimension in order to enhance subordinate
performance via LMX quality.

FOBs have different characteristics in comparison with other firms. Besides, they play
essential role in national economies. We conducted our analysis on FOBs as they com-
prise both family members and professional members and we proposed that the percep-
tions of both subordinates and supervisors might change on the basis of being a family
member or not. In order to test our proposition, we conducted independent samples T-
test to examine the differences in study variables and found out that there were not any
significant differences among statements regarding LMX quality. Regarding this finding,
it can be said that there are no problems such as nepotism and discrimination in these
firms, which are mostly seen in many FOBs. Besides we used multivariate analysis of
variance (MANOVA) to examine the differences regarding the effect of LMX quality
on subordinate performance based on the status of the subordinate /supervisor and no
differences were found (Wilks” Lambda = 0.984; F = 1.620; p = 0.201).

The relationship between LMX quality and firm performance had been also analysed
to test the research model. When the relationship between LMX quality based on sub-
ordinate perceptions and firm performance were analysed, we found no significant re-
lationship, however when the relationship between LMX quality based on supervisor
perceptions and firm performance were analysed, we found a positive and a significant
relationship (r = 0.267; p < .01). This finding also emphasizes the importance of taking
both parties’ perceptions into account when examining the LMX quality. Besides, when
the relationship between subdimensions of LMX quality and firm performance were
analysed, it is found out that there is a positive and a significant relationship between
contribution dimension and firm performance considering the general results (r = 0.203;
p < 0.05). We also analysed the relationship between subdimensions of LMX quality
and general firm performance in both firms. It is found out that in Firm A contribution
dimension rated by supervisor is positively related with firm performance (r = 0.326;
p < 0.05). Besides, in Firm B a positive and a significant relationship has been found
between contribution dimension rated by supervisor and firm performance (r = 0.401;
p < 0.01). Thus, we can say that Hypothesis 1 is supported.

If we had focused only on general LMX quality, instead of analysing the effects of
each subdimension, we would have neglected the correlations between LMX quality
and firm performance. This would finally lead to a misinterpretation of data. Thus, firm
performance can be enhanced by emphasizing contribution dimension in relationships
via doing work for supervisor/subordinate that goes beyond what is specified job de-
scription, providing extra support and resources, applying extra efforts beyond those
normally required to meet work goals and working harder for supervisor/subordinate.
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We conducted regression analysis to find out the effects of general LMX quality on
job satisfaction and intention to leave and found out that general LMX quality has a
significant and positive effect on job satisfaction (6% of the total variation in job satis-
faction is explained; F = 6.9; p < 0.05 and t = 2.62; p < 0.05), whereas it has negative
and significant effect on intention to leave (29% of the total variation in intention to
leave is explained; F = 84.335; p < 0,05 and t =-9.183; p < 0.05). In Firm A a positive
and a significant relationship has been found between LMX quality and job satisfaction
(r =0.221; p < 0.05), whereas a negative and a significant relationship has been found
between LMX quality and intention to leave (r = —0.442; p < 0.01). Similarly in Firm
B, a positive and a significant relationship has been found between LMX quality and
job satisfaction (r = 0.514; p < 0.01), whereas a negative and a significant relationship
has been found between LMX quality and intention to leave (r =—0.536; p < 0.01).

In order to enable a general and summarized review, the results gained from the total
data regarding the relationship between general LMX quality, job satisfaction and in-
tention to leave were also highlighted. Thus, a positive and a significant relationship
between LMX quality and job satisfaction has been found (r = 0.398; p < 0.01), whereas
a negative and a significant relationship has been found between LMX quality and in-
tention to leave (r = —0.546 p < 0.01). Thus, both Hypothesis 5 and Hypothesis 6 are
supported.

We also analysed whether if job satisfaction and intention to leave had effects on firm
performance via multivariate regression analysis and found out that both variables had
effects on it (F = 9.468, degrees of freedom = 2; p = 0.00 < 0.05). When the correla-
tions and partial correlations were analysed, it was found out that both variables explain
15% of the total variation in firm performance. We conducted correlation analysis to
find out whether there is a relationship between subordinate and firm performance and
found out no significant relationship. However, regression analysis was also conducted
to find out the effects of subordinate performance on firm performance and it was found
out that subordinate performance had effects on firm performance and explains 5% of
the total variation in it.

We conducted correlation analysis to find out whether there is a relationship between
subordinate performance and job satisfaction and found out that there was a positive
and a significant relationship between two variables (r = 0.233; p < 0.05). Besides we
searched for the relationship between subordinate performance and intention to leave
and found out that there was a negative and a significant relationship between two
variables (r =—0.476; p < 0.01). Thus, we can say that the second part of our research
model, which proposed a relationship between subordinate performance and firm per-
formance was supported from the perspective of managerial performance (managerial
performance perspective highlights the importance of job satisfaction and intention to
leave as important components and indicators of firm performance). Finally, the increase
in subordinate performance will lead to an increase job satisfaction and decrease in
intention to leave, eventually leading to an increase in firm performance.

As we mentioned before, all of the organizational dynamics emerge within the context
of organizational culture. Thus, analysing the effects of organizational culture on each
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variable mentioned in our research model would be helpful to interpret the results ef-
fectively.

The relationship between organizational culture and LMX quality was analysed and
in Firm A, a significant relationship between all cultural profiles (clan, hierarchy, ad-
hocracy, market) and LMX quality was found. But the relationship between hierarchy
culture and LMX quality is stronger when compared with the relationship levels of other
cultural profiles and LMX quality. As Firm A is a manufacturing company, formal rules
and roles are very important. However, the importance attached to rules and efficiency
does not hinder the development of interpersonal relationships as seen from the results.
In this regard, in Firm A, LMX quality can be enhanced by emphasizing productivity,
efficiency, reliability, smooth manufacturing, formal rules and procedures, which are the
essential values and components of hierarchy cultural profile. In Firm B even though
the dominant culture was found as hierarchy, it was found out that adhocracy culture
has significant effect on LMX quality. As Firm B is a company operating at service
sector in a very competitive arena, it is essential for both subordinates and supervisors
to be dynamic, risk-taker, innovative and flexible.Thus, as the dominance of adhocracy
culture, which emphasizes innovation, creativity and entrepreneurship increases, LMX
quality will enhance too. We can say that Hypothesis 2 was supported.

The effects of organizational culture on firm performance were analysed and it was
found out that in Firm A only adhocracy culture has effect on firm performance (9% of
the total variation in firm performance is explained), whereas in Firm B both clan (37%
of the total variation in firm performance is explained) and adhocracy culture (23% of
the total variation in firm performance is explained) have effects on firm performance.
Thus, in order to enhance firm performance in Firm A, a culture which emphasizes
innovation, creativity, dynamism, entrepreneurship and risk-orientation should be fos-
tered. In Firm B, besides fostering an adhocracy culture, the values of clan culture such
as teamwork, participation, commitment, loyalty, humane work environment should be
also fostered in order to initiate a positive change in firm performance. In this regard,
Hypothesis 3 was supported.

The effects of organizational culture on subordinate performance was analysed too and
it was found out that in both firms adhocracy and market cultures had effects on subor-
dinate performance. When the member characteristics in a market culture are analysed,
it is seen that members value competitiveness, diligence, perfectionism, aggressiveness
and personal initiative. The leaders are tough, demanding, hard drivers, producers and
competitors as such cultural profiles tend to be result-oriented (Cameron, Quinn 1999).
In this regard, in such cultures performance of members tend to be high to survive.
Similarly, in adhocracy culture high degree of flexibility and individuality, which is sup-
ported by an open system promoting the willingness to act, is fostered. It is a dynamic,
entrepreneurial and creative place to work, where people stick their necks out and take
risks. Leaders are visionary and innovative and success means producing unique and
original products and services (Cameron, Quinn 1999). Thus, in such a culture perfor-
mance of members also tend to be high. In this context, the positive effects of mentioned
cultural profiles on subordinate performance is not surprising. In this regard, Hypothesis
4 was supported.
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When the data regarding the relationship between organizational culture and perfor-
mance had been analysed thoroughly, it was observed that hierarchy culture had no
effect on both subordinate performance and firm performance. The reason underlying
that result can be explained by taking the characteristics of hierarchy culture into ac-
count. Hierarchy culture focuses on internal maintenance and strives for stability and
control through clear task setting and enforcement of strict rules. Thus, it tends to adopt
a formal approach to relationships where leaders are good coordinators and organizers.
This type of culture focuses on economy, standardized rules and operations, control
and accountability mechanisms, formality, rationality, order and obedience (Cameron,
Quinn 1999; Igo, Skitmore 2006). In such a cultural profile the members might not feel
free enough to share their ideas and cannot fully show their potential, leading to lower
performance levels.

Within the context of this research, the effects of both the organizational tenure and
dyadic tenure on LMX quality were considered. We conducted ANOVA analysis to test
whether LMX quality was different based on organizational and dyadic tenure. In this
regard, it was found out that the LMX quality increased as the organizational tenure
increased. The reason underlying this result can be explained by the socialization of the
members. As the time a member spends in the organization increases, the member gets
used to the values, norms, attitudes, colleagues and becomes socialized. Thus, the mem-
ber learns what is expected from him/her and besides he/she knows what to expect lead-
ing to a decrease in dissappointment level. Similarly we found out that the LMX quality
differentiated based on dyadic tenure. Thus, LMX quality of the members with a dyadic
tenure more than 4 years were higher than the ones whose dyadic tenure was less than
4 years. This result was also expected as people get to know each other well as the time
they spend together increases. To test the moderating effect of both organizational and
dyadic tenure on the relationship between LMX quality and subordinate performence
correlation analysis and partial correlation analysis were conducted, respectively and
it was found out that both organizational and dyadic tenure did not moderate the LMX
quality—subordinate performance relationship as hypothesized. Thus, both Hypothesis
8 and Hypothesis Sa were rejected.

In literature, it is emphasized that tenure has an important effect on the relationship
betweeen LMX quality and subordinate performance. However, our results are incon-
sistent with the literature. The reason underlying that result can be explained by the
fact that both firms are FOBs and they are medium sized. That’s why the socialization
process tends to last in a shorter time period when compared with the large, interna-
tional enterprises. In Firm A there were only 21 white-collar members, thus leading to
a family-type culture with socialized members. Besides Firm B, as a long-established
FOB, was open to communication and had only 75 employees in total, thus leading to
socialized members and inconsistent findings with the literature.
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Conclusions, study limitations and future research directions

The main purpose of this study was to diagnose the effects of LMXquality on perfor-
mance in the context of organizational culture by taking two FOBs into consideration.
A quantitative approach was employed as we think that survey instrument actually
reports underlying values and assumptions (culture), not just superficial attitudes or
perceptions (climate) regarding LMX quality, organizational culture and other variables.
Respondents may be unaware of essential attributes of the mentioned variables until the
scenarios and statements on the survey cue them.

In literature LMX quality has been evaluated by many different scales. Some of these
scales are unidimensional, whereas some of them are multidimensional. In the context
of this research, multidimensional scales were used to evaluate LMX quality. In a few
studies (Erdogan et al. 2004; Pellegrini, Scandura 2006) the same scale was used. How-
ever, findings regarding subdimensions of LMX quality had not been given in these
mentioned studies. These conditions lead to a difficulty in comparing our results with
the previous studies in literature. Another limitation of the study is the restriction in gen-
eralizability due to industrial differences. Besides; the use of survey followed by series
of interviews might better capture individuals’ perceptions toward research variables.

Despite its potential limitations, this study offers an important contribution to the inter-
national management literature as it has diagnosed the positive effects of LMX quality
on both firm and subordinate performance in the context of organizational culture by
taking the effect of national culture into consideration. Besides, there is not any study
analysing the effect of LMX quality on both subordinate and firm performance in the
context of FOBs. However, FOBs are very important structures in which in-group and
out-group formations can be seen.

Finally, LMX quality is an important factor affecting job satisfaction, intention to leave,
subordinate and firm performance. Thus, firms can lead to an increase in both subordi-
nate and firm performance by creating an organizational culture in which high quality
leader-member relationships are emphasized, finally leading to positive organizational
outcomes.
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