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ABSTRACT

This study examined the mediating impact of leader-member exchange (LMX) on the relationship
between dimensions of psychological empowerment and job satisfaction. 490 investment consultants,
who work for non-bank financial intermediaries were used to test our hypotheses. We predicted that
the role of LMX depends on the dimensions of psychological empowerment under investigation. Our
results revealed that LMX fully mediated the relationship between competence dimension of
psychological empowerment and job satisfaction, while LMX only partially mediated the relationships
between meaning, choice, and impact dimensions of psychological empowerment and job satisfaction.
These findings are important since previous research has not tested these variables together. Some
suggestions for future research are offered.

Keywords: Leader member exchange theory, strategic management, psychological empowerment, and
job satisfaction.

INTRODUCTION

The ultimate challenge companies confront in today’s competitive environment is to make better
decisions than their competitors and being managed strategically. Strategic management is a process
which helps manager to identify and update the organization’s missions and objectives and make the
decisions for the appropriate strategies to fit the organization to its environment. Through set of
decisions and actions; managers allocate physical, financial, and human resources for dealing with
environment and achieving the objectives. Therefore, after identifying the current position of the
organization, managers evaluate the organization’s internal and external environment to formulate and
implement strategies that provide a distinctive competence. In this ongoing process among other
variables, manager’s main focus is on the positive internal variables, strengths, which affect the
organizational performance. Relevant resources include some tangible assets such as machinery, raw
materials and other assets like technology, financial strength, reputation, and human resources.
Among these internal variables, managing human resources is accepted critical to obtain objectives as
they need the criteria for being a source of sustainable competitive advantage. Therefore, human
resources shape organizations’ success while implementing strategies.

Effective human resources management depends on the understanding the way people behave within
organizations and identifying the key variables that make them work to attain the organizational
objectives. Favorable employee attitudes as one of the key variables are desired by management
because they tend to be connected with some of the positive organizational outcomes. Employee
satisfaction is a hallmark of well-managed organizations and is associated with employee
performance, turnover, and absenteeism.
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Research results revealed that organizational costs related to poor employee attitudes may severely
reduce the organizational competitiveness in 21* century workplace. Therefore, many studies were
conducted to identify the factors contributing to job satisfaction. The primary determinants of
employee satisfaction are factors intrinsic to the work that employees confront such as recognition,
achievement, responsibility, advancement, personal growth, enhanced competence, and meaning of
the job. Behavioral scientists suggest that individuals experience job satisfaction when they learn that
they have accomplished something that they believe is personally worthwhile or meaningful. Thus,
such satisfaction can be obtained when an employee works on a job that allows him to feel personally
responsible, makes a feel that job itself is meaningful and provides feedback. As those factors fit in
the dimensions of perception of empowerment, the relationship between psychological empowerment
and job satisfaction was examined by many researchers. Nevertheless, finding the key variable that is
the reason of this relationship seems to be neglected. Therefore, the aim of this study is to understand
the mediating role of leader-member exchange (LMX) on the relationship between dimensions of
psychological empowerment and job satisfaction. Further, we try to reveal that whether the role of
LMX depends on the dimensions of psychological empowerment under investigation.

The article proceeds in the following order. First, we briefly review the literature regarding job
satisfaction, psychological empowerment, and leader member exchange theory. Then, we explain in
detail the data collection method, analytical procedures, and hypotheses testing. Finally, the results
will be discussed.

LITERATURE REVIEW

Job Satisfaction

Employee attitudes are important to managers as negative attitudes cause absenteeism, turnovers,
work slowdowns, grievances, low performance, poor product or service quality, and sum disciplinary
problems that result decrease in organizational competitiveness. Weiss (2002) defined job satisfaction
as the emotional reactions concerning the duties of employees. Job satisfaction is employees’ affective
attitudes that express their feelings of like or dislike towards their works. It is a multi-dimensional job-
related attitude in which employees evaluate their works considering different elements like pay,
relationship with other individuals, nature of tasks performed and working conditions. Those
elements can be grouped as job content (the nature of the job) and job context (the supervisors, co-
workers, and organization) (Newstrom and Davis, 1997). Among those major job related elements, the
nature of the job is almost always the one most strongly correlated with high levels of overall job
satisfaction (Robins, Judge, and Campbell, 2010). 21% century’s knowledge workers mostly prefer
complex tasks that are non-routine and challenging that demand high job autonomy, employee
participation, and empowerment. Spreitzer, et. al. (1997) reported that one of the earliest anticipated
outcomes of psychological empowerment is job satisfaction. Also, many research revealed that there
is positive relationship between psychological empowerment and job satisfaction (Spreitzer, et. al.,
1997; Thomas and Tymon, 1994).

Psychological Empowerment

Empowerment in today’s workplace has been a popular issue for managers and academics to
implement and study. Harari (1994) defined empowerment as giving freedom. This definition is
related with the behavior of a supervisor, which is the one aspect of empowerment (Lee & Koh,
2001). However, the act of empowering subordinates is not enough for effective empowerment.
Therefore, employees should also be felt empowered, which is the second aspect of the empowerment
called psychological state of a subordinate. Thus, empowerment can be defined as the motivational
concept of self-efficacy (Conger and Kanungo, 1988). Depending on the work of Conger and
Kanungo (1988), Thomas and Velthouse (1990) characterized a cognitive model of empowerment as
intrinsic task motivation that is psychological empowerment, which consisted of four dimensions such
as meaningfulness, impact, competence, and choice. Finally, Spreitzer (1995) developed a four-
dimensional scale by using the Thomas and Velthouse (1990) model. She renamed meaningfulness as
meaning and replaced choice with self-determination.

Meaning refers to harmony between the requirements of a work role and an employee’s beliefs and
values. (Spreitzer, 1995; Hackman and Oldham, 1980). Impact is the perception of the degree to
which an individual feels that he or she can affect strategic and organizational outcomes at work
(Spreitzer, 1995; Spreitzer, Kizilos, & Nason, 1997). Competence is an individual’s belief in his or her
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capability to perform task activities efficiently (Gist, 1987). Finally; self-determination (choice)
means using autonomy while performing work behaviors and processes (Bell and Staw, 1989).

Spreitzer, et. al. (1997) manifested that meaning dimension of empowerment was the strongest
predictor of general job satisfaction and impact was found as unrelated to job satisfaction. Carless
(2004) found that meaning and competence dimensions of psychological empowerment were the
significant predictors of job satisfaction. Meaning was the strongest predictor of job satisfaction and it
is positively related to it. Competence was negatively related to job satisfaction. Also, impact was
found to be a significant predictor of present job satisfaction, but not general job satisfaction, and
finally, choice was not found statistically significant. Therefore, the literature is not clear while
evaluating the relationship between dimensions of psychological empowerment and job satisfaction.

Leader-Member Exchange Theory

Leader member exchange (LMX) theory which is built on the social exchange and role theory
(Sparrowe and Liden, 2005) is another important factor when analyzing the relationship between job
satisfaction and psychological empowerment. LMX theory is based on different types of relationships
that are developed between leaders and their subordinates. Therefore, it is a relationship-based
approach to leadership and emphasizes dyadic relationship between a leader and member (Wilson, et.
al., 2010). Moreover, the quality of the relationship between leader and his or her subordinates usually
examined with the help of LMX (Graen, 2004; Graen and Uhl-Bien, 1995) and LMX develops around
the four dimensions such as affect, loyalty, contribution, and professional respect (Liden and Maslyn,
1998). Research has shown that high quality LMX is positively related to job satisfaction (Epitropaki
& Martin, 2005; Gerstner & Day, 1997) and empowerment (Liden et. al.,, 2000; Ayree and Chen,
2006; Wat and Shaffer, 2005). However, it also remains unclear in the literature that whether LMX
does serve as a mediator for the relationship between dimensions of psychological empowerment and
job satisfaction. Therefore, the hypotheses of this research are established as follows:

H;: The relationship between the meaning dimension of psychological empowerment and job
satisfaction is mediated by LMX.

H,: The relationship between the competence dimension of psychological empowerment and job
satisfaction is mediated by LMX.

H;: The relationship between the choice dimension of psychological empowerment and job
satisfaction is mediated by LMX.

H,: The relationship between the impact dimension of psychological empowerment and job
satisfaction is mediated by LMX.

METHOD

Sample and Data Collection Procedure

Survey questionnaires were distributed to 210 investment consultants, who work for non-bank
financial intermediaries in Turkey. A total of 170 questionnaires from employees were returned .Then
the study is expanded in order to reach a large sample for generalization of results. New
questionnaires were sent and we reached 550 questionnaires in total.

Some of them were discarded due to the excessive missing data, resulting 490 useable questionnaires.
The return rate of the questionnaires was 84 %. Average age of the participants was 35.33 and 58 % of
the participants were male.

Measures

The constructs in our study are developed by using measurement scales adopted from prior studies.
Psychological empowerment and LMX scales are measured using five-point Likert scales with
anchors strongly disagree (= 1) and strongly agree (= 5). Psychological empowerment was measured
by a 12 items scale which is developed and validated by Spreitzer (1995). LMX scale consists of the
12 items and originally derived by Liden and Maslyn (1998). Job satisfaction was assessed by using
Global Job Satisfaction scale, which was originally developed by Quinn and Shepard (1974) and
subsequently modified by Pond and Geyer (1991). Scale’s response format was also a 5-point Likert
scale. Sample questions include: “In general: how much do you like your job?” (Responses range
from 1 =not at all to 5 = great deal.) and “How does this job compare with your ideal job (job you
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would most like to have)?” (Responses range from 1 = very far from ideal to 5 = very close to ideal.)
The Cronbach’s Alpha coefficients were 0.89 for psychological empowerment, 0.93 for LMX, and
0.92 for job satisfaction scales.

ANALYSES AND RESULTS

In order to measure the relative influence of psychological empowerment dimensions on job
satisfaction and to test the mediation affect of LMX, correlation analysis and a series of multiple
regression analyses were undertaken.

According to Baron and Kenny (1986), we should estimate three regression models in order to test the
mediation. First, the mediator is regressed on the independent variable; second dependent variable is
regressed on independent variable; and third, dependent variable is regressed on both the independent
variable and the mediator. Separate coefficients for each equation should be tested. In order to identify
the evidence of mediation; the independent variable should affect the mediator in the first equation;
the independent variable should affect the dependent variable in the second equation, and the mediator
should affect the dependent variable in the third equation. If the effect of the independent variable on
the dependent variable is less in the third equation than in the second one, the mediation is established.
This is called partial mediation. Perfect or full mediation holds if the independent variable has no
effect when the mediator is introduced into the model (Baron & Kenny, 1986). Moreover, the Sobel
test was also used to measure the significance of the indirect effect of the independent variable on the
dependent variable via the mediator (Sobel, 1982).

Therefore, we applied Baron and Kenny’s (1986) mediation analysis in order to test the hypothesized
mediating perspective (wherein LMX is suggested as a mediator of the relationships between
dimensions of psychological empowerment and job satisfaction). The results of three regression
equations for each dimension of psychological empowerment are compared to determine proposed
mediating variable. Further, we conducted four separate analyses of Sobel’s test in order to examine
whether LMX significantly carried the effects of meaning, competence, self determination (choice),
and impact on to job satisfaction.

Table I presents means, standard deviations, and Pearson correlations for the measures of dimensions
of psychological empowerment, leader-member exchange, and job satisfaction. The correlations
reveal that job satisfaction was positively correlated with meaning (.56, p < .01), competence (.23, p
<.01), choice (.41, p <.01), and impact (.39, p < .01). All the correlations are statistically significant.
Meaning dimension of psychological empowerment was somewhat more highly correlated with the
job satisfaction relative to other dimensions. Also, there was statistically significant and positive
correlation between leader-member exchange and job satisfaction (.62, p <.01).

Table I Summary Statistics and Correlations

M SD 1 2 3 4 5 6

1 Meaning 4.32 71
2 Competence 449 52 0.43%
3 Choice 3.73 /M 0.38* 030%™
4 Impact 343 1.02 0.35% 0247 0657
Leader-member
388 71 047 029 0527 046™
5 exchange
6 Job Satisfaction 3.60 86 0.56* 0.23% 0417 039 062"

NOTE: ** p=001

Table II provides three step regression analyses in order to test whether LMX mediates the
relationship between meaning and job satisfaction. Step one of the three step approach for mediation
examines the relationship between meaning and LMX. It can be seen that LMX is significantly and
positively related to meaning (B = 0.47,t=11.96, p <.001).

Second step examines the relationship between meaning and job satisfaction. It shows that meaning
and job satisfaction is also significantly and positively related (f = 0.56, t = 14.90, p < .001). The last
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step analyzes the relationship between meaning and job satisfaction while controlling the proposed
mediator, which is LMX. Based on the multiple regression analysis result, we see that the relationship
between meaning and job satisfaction when controlling LMX decreases from B = 0.56 to p = 0.33
(Figure I). However, the relationship is still statistically significant (p<.001). Further, we applied So-
bel test to measure the significance of indirect effect of meaning on job satisfaction via LMX. The
result supports the significance of indirect effect (z = 8.61, p <.001). Therefore, the necessary condi-
tions for supporting the partial mediation were adequately met. Finally, we support our first hypothe-
sis.

Table 11
Regression Results to Test the Mediating Role of LMX on the
Relationship between Meaning and Job satisfaction

D.V. LV. B S.E. B t P R?
1 LMX Meaning
Constant 1.822 0.175 - 10420 0.000
Meaning 0.477 0.040 0477 11582 0000 022
2 Job Satdsfaction Meaning
Constant 0.664 0.20 - 3324 0.001
Meaning 0.679 0.046 0.56 14501 0.000 031
Meaning.
3 Job Satisfaction LMX
Constant -0.361 0.193 - -1.873 0.082
Meaning 0.411 0.045 0.33% 5091 0.000
LMX 0.562 0.045 0464 12454 0.000 048

D.V.=dependent variable, L V. = Independent variable, B =unstandardized regression coefficient, 5.E. = standard
error, P = standardized regression coefficient

Figure I: The Mediating Effect of LMX on the Relationship between Meaning
and Job Satisfaction

LMX (Mediator)
Meaning - - Job Satisfaction
(Independent V) - d (Dependent V)

Table III shows three step regression analyses in order to test whether LM X mediates the relationship
between competence dimension of psychological empowerment and job satisfaction. Step one of the
three step approach for mediation examines the relationship between competence and LMX. It can be
seen that LMX is significantly and positively related to competence (f = 0.29, t = 6.88, p <.001). Sec-
ond step examines the relationship between competence and job satisfaction. It shows that competence
and job satisfaction is also significantly and positively related (f = 0.23, t = 5.29, p <.001). The last
step analyzes the relationship between competence and job satisfaction while controlling the proposed
mediator, which is LMX. Based on the multiple regression analysis result, we see that the relationship
between competence and job satisfaction when controlling LMX decreases from = 0.23 to § = 0.05
(Figure II). However, the coefficient of competence becomes statistically non-significant (p=.16). Fur-
ther, we applied Sobel test to measure the significance of indirect effect of competence on job satis-
faction via LMX. The result supports the significance of indirect effect (z = 6.34, p <.001). Therefore,
the necessary conditions for supporting the full mediation were adequately met. Finally, we support
our second hypothesis.
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Table 111

Regression Results to Test the Mediating Role of LMX on the
Relationship between Competence and Job satisfaction

D.V. LV. B S.E. B t p R
1 LMX Competence
Constant 2.063 0.266 - 7.741 0.000
Competence 0.406 0.05% 0.298 6.888 0.000 0.08
2 Job Satisfaction Competence
Constant 1872 0.32% - 5681 0.000
Competence 0.385 0.073 0.233 5292 0.000 0.05
Competence,

3 Job Satisfaction LMX

Constant 0349 0.280 - 1245 0214
Competence 0.086 0.061 0.052 1403 0.161
LMX 0.738 0.045 0.608 16423 0.000 0.39

D.V.=dependent variable, I. V. = Independent variable, B =unstandardized regression coefficient, 5.E. =standard
error, = standardized regression coefficient

Figure II: The Mediating Effect of LMX on the Relationship
between Competence and Job Satisfaction

LMX (Mediator)
Competence - - Job Satisfaction
(Independent V) - " (Dependent V)

Table IV presents three step regression analyses in order to test whether LMX mediates the relation-
ship between choice and job satisfaction. Step one investigates the relationship between choice and
LMX. It can be seen that LMX is significantly and positively related to choice (f = 0.52, t = 13.65, p
< .001). Second step examines the relationship between choice and job satisfaction. It shows that
choice and job satisfaction is also significantly and positively related (f = 0.41, t = 9.98, p < .001).
The last step analyzes the relationship between choice and job satisfaction while controlling LMX.
Based on the multiple regression analysis result, we observed that the relationship between choice and
job satisfaction when controlling LMX decreases from 3 = 0.41 to f = 0.11 (Figure III). Also, the co-
efficient of choice is still statistically significant (p<.01). Further, we applied Sobel test to measure the
significance of indirect effect of choice on job satisfaction via LMX. The result supports the signifi-
cance of indirect effect (z = 9.62, p <.001). Therefore, the necessary conditions for supporting the
partial mediation were adequately met. Finally, we support our third hypothesis.
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Table IV

Regression Results to Test the Mediating Role of LMX on the
Relationship between Choice and Job satisfaction

D.V. LV. B S.E. B t p R
1 1LMX Choice
Constant 2.351 0.116 - 20323 0.000
Choice 0.411 0.030 0.526 13654 0.000 0.27
2 Job Satisfaction Choice
Constant 2.145 0.150 - 14258 0.000
Choice 0351 0.03% 0412 9582 0.000 0.17
Cholce,
3 Job Satisfaction LMX
Constant 0.533% 0.174 - 3.097 0.002
Choice 0.110 0.03% 0.116 2.807 0.005
LMX 0.683 0.050 0.563 13620 0.000 0.39

D.V.=dependent variable, [.V.= Independent variable, B =unstandardized regression coefficient, S.E. = standard
error, p=standardized regression coefficient

Figure III: The Mediating Effect of LMX on the
Relationship between Choice and Job Satisfaction

LMX (Mediator)
0.62

; 0.41 ; :
Choice Job Satisfaction

(Independent V'} (Dependent V_}

v

Finally, Table V presents three step regression analyses in order to test whether LMX mediates the
relationship between impact dimension of psychological empowerment and job satisfaction. Step one
investigates the relationship between impact and LMX. It can be seen that LMX is significantly and
positively related to impact (f = 0.46, t = 11.42, p <.001). Second step examines the relationship be-
tween impact and job satisfaction. It shows that impact and job satisfaction is also significantly and
positively related (B =0.39, t = 9.36, p <.001). The last step analyzes the relationship between impact
and job satisfaction while controlling LMX. Based on the multiple regression analysis result, we ob-
served that the relationship between impact and job satisfaction when controlling LMX decreases
from B = 0.39 to B = 0.13 (Figure IV). Also, the coefficient of impact is still statistically significant
(p<.01). Further, we applied Sobel test to measure the significance of indirect effect of impact on job
satisfaction via LMX. The result supports the significance of indirect effect (z = 8.92, p <.001). There-
fore, the necessary conditions for supporting the partial mediation were adequately met. Finally, we
support our fourth hypothesis.
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Table V

Regression Results to Test the Mediating Role of LMX on the
Relationship between Impact and Job satisfaction

D.V. LV. B S.E. i t p K
1 LMX Impact
Constant 2.783 0.101 - 27651 0.000
Impact 0.320 0.028 0460 11422 0000 0.21
2 Job Satisfaction Impact
Constant 2.470 0.127 - 19525 0.000
Impact 0.330 0.035 02391 9367 0000 0.15
Impact,
3 Job Satisfaction LMX
Constant 0.563 0.170 - 3308 0.001
Impact 0.111 0.033 0131 3323 0.001
LMX 0.685 0.048 0.565 14337 0.000 0.40

D V.=dependent variable, L V.= Independent variable, B =unstandardized regression coefficient, § E. = standard
error, = standardized regression coefficient

Figure IV: The Mediating Effect of LMX on the

Relationship between Impact and Job Satisfaction

LMX (Mediator}
Impact - - Job Satisfaction
(Independent V) - " (Dependent V.)

All in all, we observed that LMX plays a partial mediator role for the relationship between meaning,
choice, and impact dimensions of psychological empowerment and job satisfaction while it plays a
full mediator role between competence dimension of psychological empowerment and job satisfac-
tion. Therefore, we support all of our hypotheses.

DISCUSSION

In order to understand the factors that affect job satisfaction, many studies have been conducted since
it has a very strong effect on organizational outcomes. Among those factors, individuals’ perception of
empowerment has attracted some researchers’ attention due to the fact that employee empowerment is
considered as a management technique used by companies to increase organizational effectiveness
(Conger & Kanungo, 1988; Spreitzer, 1995). According to the study results the higher the psychologi-
cal empowerment level of the individuals, the greater their job satisfaction (Thomas & Tymon, 1994;
Kirkman & Rosen, 1999). However, the explanatory variables between the psychological empower-
ment dimensions and job satisfaction were not investigated so far. Therefore, the present study results
extend previous research by revealing the role of leader-member exchange quality on the relationship
between the dimensions of the psychological empowerment and job satisfaction.

The findings from this study also make a unique contribution to the literature by showing that LMX
plays different roles while examining the psychological empowerment > LMX - job satisfaction
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relationship, based on the dimensions of psychological empowerment under investigation. Among
four dimensions of psychological empowerment, only the relationship between competence dimension
and job satisfaction was fully mediated by the leader-member exchange quality, whereas the relation-
ships between job satisfaction and other dimensions, namely impact, meaning and choice were par-
tially mediated by the leader-member exchange. According to these results, leader-member exchange
serves as a critical explanatory variable in the relationship between job satisfaction and competence.
In other words, competence does not have a direct effect on job satisfaction when we control LMX.
Namely, individuals’ competencies were more likely to affect their relation with the leader, which in
turn enabled them to have higher job satisfaction. Competent individuals were more likely to strive for
accomplishments, which linked to job satisfaction through better relationships with their leaders.
Thus, the ones who perceive themselves as having required skills and abilities to do their jobs well,
being able to handle the challenges they face, and working efficiently were more likely to work hard
and became one of the leaders’ in-group employee so that they felt recognized and respected by oth-
ers, which in turn provide them feeling of job satisfaction. Therefore, findings also show the signifi-
cance of interpersonal relationships between managers and employees at work. Competent employees
can easily establish high quality exchange and trusting relationships with their managers so that the
manager’s time can be used for strategic issues related to the organization instead of close monitoring
the activities of his or her employees.

On the other hand, when individuals feel that they have impact on their job or perceive that their job is
meaningful, or they have autonomy at work, those perceptions were directly related to job satisfaction
and leader-member exchange partially mediates these relations. These results are incongruence with
the result of Dickson & Lorenz (2009) and Carless (2004) who asserted that job satisfaction was re-
lated to meaning and impact dimensions. Thus, leader-member exchange was not the only explanatory
variable between job satisfaction and the psychological empowerment dimensions of impact, choice
and meaning. There are many factors affecting those relations. For example, one can envision that the
other variable that might mediate the relationship between the job satisfaction and impact dimension
can be stress level of individuals as it is linked to both impact and job satisfaction. It can be assumed
that when individuals feel that their decisions affect the result of their job, this might increase their
feelings of responsibility and their stress level. Some studies reveal that autonomy (choice) support
prosocial behavior (Gagné, 2003), moral judgments (Weinstock, Assor and Broide, 2009) and locus of
control as well. Therefore, individuals’ perceptions of autonomy can influence job satisfaction via
those or some other variables. Such variables can be examined for future research. Further, we invite
future researchers to analyze our hypotheses in a longitudinal study. This manifests that how LMX
relationships and empowerment programs will change over time. Also, the study should be repeated
for other samples for generalization of the results.
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