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ABSTRACT 

This dissertation identifies and theorizes a new form by which leaders 

exert their influence over subordinates: hierarchical-decentralization. To further 

investigate hierarchical-decentralization and its effects on team outcomes, we 

develop two research themes which include three independent studies. 

The first research theme focuses on how hierarchical-decentralization 

influences team processes and team performance. We conduct an experimental 

study (Study 1-1) and a field study (Study 1-2) on this research theme. In Study 1-

1 (detailed in Chapter 2), we conceptualize hierarchical-decentralization, examine 

the relationship between hierarchical-decentralization and team performance, and 

test whether and why hierarchical-decentralization produces higher team 

performance than either centralization or decentralization. Through an 

experimental study, we found that hierarchical-decentralization was positively 

related to team performance, and that hierarchical-decentralization outperformed 

either centralization or decentralization in steering team performance. Following 

Study 1-1, we conduct Study 1-2 (described in Chapter 3), which aims to further 

explore the underlying mechanism that produces the positive effect of 

hierarchical-decentralization on team performance, and to identify the conditions 

under which the benefit of hierarchical-decentralization tends to become more 

noticeable. Through a field study, we found that team coordination mediated the 

relationship between hierarchical-decentralization and team performance. We 

further found that inter-team competitive intensity strengthened the positive 

relationship between hierarchical-decentralization and team coordination, as well 
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as the positive indirect relationship between hierarchical-decentralization and 

team performance via team coordination.     

The second research theme focuses on the application of influence 

structure of hierarchical-decentralization to the research on leader-member 

exchange (LMX) differentiation. We conduct a field study (Study 2) on this 

research theme. Specifically, in Study 2 (detailed in Chapter 4), we investigate 

whether and why the vertical chain of influence among team members (we follow 

the research conducted by Burderson et al (2016) and refer it to acyclicity) would 

offset the detrimental effect of LMX differentiation on social relations among 

team members and ultimately on team performance. Through a field study 

covering 89 diverse working teams, we found that LMX differentiation became to 

be not significantly related to status conflict when a team had a high level of 

acyclicity and meanwhile when its team members’ LMX statuses were in line 

with their influence levels within acyclicity. Although this relationship is not 

statistically significant, the negative relationship between LMX differentiation 

and status conflict somewhat suggests that acyclicity, when all of the most 

influential members within it are of the highest relationship qualities with leaders, 

might have the potential to turn the detrimental effect of LMX differentiation on 

social interactions among team members into a beneficial effect (i.e., one that 

reduces status conflict among team members). We further found that status 

conflict was negatively related to team performance, and that it mediated the 

relationship between LMX differentiation and team performance.  

The theoretical and practical implications of the two research themes are 

then discussed. 
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INTRODUCTION 
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Background to the Research 

Political scientists (e.g., De Mesquita & Smith, 2011; De Mesquita, Smith, 

Siverson, & Morrow, 2003; Svolik, 2009), based on abundant examples of 

political leaders, have discovered an interesting phenomenon of the successful 

political leaders’ when they exert their influence and power over subordinates to 

achieve better ruling and overall performance: Those successful political leaders, 

regardless of whether they are dictators or democrats, seldom rule alone or rely on 

every member of their ruling team (i.e., political leaders’ management team. De 

Mesquita et al., 2003; De Mesquita & Smith, 2011). Instead, they treat the 

members of their ruling teams differently, build a subgroup (i.e., the inner circle) 

with several members by sharing a certain amount of leadership functions as well 

as by involving them into decision-making processes, and then exert their 

influence and power through the inner circle members to other team members. In 

other words, those successful political leaders choose to build decentralized 

relationship only with the inner circle members and then disseminate their 

influence through the inner circle members to other team members in their ruling 

teams. The inner circle members actually act as leaders’ surrogates, or in the 

language of political scientists— “essentials” (De Mesquita & Smith, 2004), to 

transfer leaders’ influence and power, to support leaders, to execute leaders’ 

decisions, to finish tasks, to help leaders monitor other members, and even to 

serve as incentives to motivate other members to contribute more.  

A typical example can be seen in France’s Louis XIV (1638-1715), known 

as the Sun King. During Louis XIV’s reign, France became the strongest nation in 

Continental Europe. When political scientists explored the secret of Louis XIV’s 

success, they found that his success lay largely in the way by which he exerted his 
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influence and power over members in his ruling team (De Mesquita & Smith, 

2011). Specifically, Louis XIV built his inner circle, which was made up of 

several new aristocracies known as the Noblesse De Robe, by providing them with 

certain leadership functions, relied on them to monitor other aristocracies in his 

ruling team, and using them to disseminate his power and influence to other 

members of his ruling team. Such a form of influence that Louis XIV adopted 

enabled Louis XIV to better manage his ruling team, to promote his policies, and 

to govern the whole country (De Mesquita & Smith, 2011).  

Except for the anecdotal observations of the political leaders, business 

practitioners have asserted that organizational leaders also build their inner circles 

within their management teams and exert their influence through the inner circle 

members to other members. A nice example can be found in Carly Fiorina, the 

former CEO and chair of the board of Hewlett-Packard (HP). Like Louis XIV, 

Fiorina built her own inner circle within the board after her ascension, and used 

the inner circle members to influence other board members. During her tenure, 

HP’s stock price went from $39 per share at the beginning of her tenure to $78 per 

share in 2000, and HP successfully merged with Compaq in 2002. 

Even in the ordinary work-team life, our experiences of working in teams 

also highlight such form of influence adopted by team leaders. Although leader-

member exchange (LMX) literature has demonstrated that leaders treat team 

members differently and develop differentiated LMX quality with their 

subordinates, the bulk of the existing LMX studies focus on how the LMX quality 

influence subordinates’ attitudes, behaviors, and performance (see reviews, e.g., 

Dulebohn, Bommer, Liden, Brouer, & Ferris, 2012; Ilies, Nahrgang, & Morgeson, 

2007; Martin, Guillaume, Thomas, Lee, & Epitropaki, 2016; Schriesheim, Castro, 
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& Cogliser, 1999), without considering whether leaders use members with higher 

LMX relationship quality to influence members with lower relationship quality or 

what the consequences of such form be. This leaves us with a few important but 

as-yet unaddressed questions: How does this form of influence affect team 

processes and ultimately influence team performance? Does it enable team leaders 

to achieve higher team performance, as suggested by the successes of Louis XIV 

and Carly Fiorina?  

When reviewing the leadership literature, we can find that although such 

form of influence widely exists in the real team life and has been observed as well 

as documented by political scientists, the existing leadership theories fall short in 

explicating how leaders influence their subordinates through their inner circles. 

Indeed, from a broader lens, leadership literature has suggested two dominant but 

distinct forms by which leaders exert their influence over subordinates—

centralization (e.g., authoritarian leadership, autocratic leadership, paternalistic 

leadership, and directive leadership) and decentralization (e.g., empowering 

leadership, shared leadership, and participative leadership). Centralization 

emphasizes that leaders exert their influence over subordinates by concentrating 

leadership functions in themselves, using authority to control subordinates, and 

demanding unquestioning obedience from subordinates (e.g., De Hoogh, Greer, & 

Den Hartog, 2015; Farh & Cheng, 2000; Somech, 2006; Huang, Xu, Chiu, Lam, 

& Farh, 2015; Martin, Liao, & Campbell, 2013; Pellegrini & Scandura, 2008; 

Yun, Faraj, & Sims, 2005). Drawing from two theoretical perspectives, advocates 

of centralization have provided theoretical and empirical support for the positive 

effects of centralization on team performance. One perspective draws on path-

goal theory (House, 1971) and suggests that centralization fosters team 
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performance by providing followers with detailed guidance regarding expected 

accomplishments, by demanding subordinates to follow leaders’ instructions 

without discussion, and by effectively monitoring subordinates’ behaviors and 

performance (e.g., Locke & Latham, 2002; Peterson, 1997). A second perspective 

draws on the logic of operational efficiency and suggests that centralization 

facilitates team performance by building a great unity of command, as well as by 

allowing for rapid mobilization of resources, efficient decision making and 

execution, fast problem solving, and constant monitoring of performance (House, 

1996; Kahai, Sosik, & Avolio, 2004; Muczyk & Reimann, 1987; Sandler & Mintz, 

1974; Shaw, 1964).  

In contrast, decentralization stresses that leaders exert their influence 

directly over subordinates through sharing leadership functions and involving 

them in decision-making processes (e.g., Ahearne, Mathieu, & Rapp, 2005; 

Arnold, Arad, Rhoades, & Drasgow, 2000; Chen, Sharma, Edinger, 2011; Lam, 

Chen, & Schaubroeck, 2002; Koopman & Wierdsma, 1998; Wang, Waldman, & 

Zhang, 2014). That is to say, for decentralization, leaders allow mutually 

influential relationships with their subordinates. Based on various perspectives, 

advocates of decentralization have demonstrated the positive relationship between 

decentralization and team performance. One perspective adopts a motivational 

logic, such as that drawn from self-determination theory, and suggests that 

decentralization promotes team performance by satisfying members’ needs for 

autonomy and competence (e.g., Chen, Kirkman, Kanfer, Allen, & Rosen, 2007; 

Thomas & Velthouse, 1990), by encouraging subordinates to internalize the core 

values of a team or an organization, by promoting subordinates’ self-efficacy, and 

by increasing subordinates’ motivation to take responsibility and go beyond in-
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role behaviors (e.g., Ahearne, Mathieu, & Rapp., 2005; Martin et al., 2013; Small 

& Rentsch, 2010; Wang et al., 2014). A second perspective draws on social 

exchange theory and suggests that decentralization helps leaders to achieve high 

levels of team performance because it motivates subordinates to put more effort 

into team performance in order to reciprocate their leaders’ empowerment and 

support (e.g., Huang, Iun, Liu, & Gong, 2010; Zallars & Tepper, 2003; Moorman, 

1991; Organ, 1988). 

However, neither centralization nor decentralization captures the unique 

features of this third form we described at the beginning of this dissertation. These 

unique characteristics are: 1) leaders only allow mutual influence in and adopt 

decentralized approaches to the inner circle members, 2) leaders adopt centralized 

approaches to other team members, 3) leaders use the inner circle members to 

influence other team members. Nonetheless, the lack of research on this third 

form means that there is an understudied form of influence that helps leaders to 

achieve and maintain high levels of team performance. This is a serious 

theoretical omission for two reasons. First, focusing only on two extreme forms of 

leadership influence (i.e., centralization and decentralization) may leave a 

theoretical vacuum to understand the intricacies of a third form of influence for 

leaders to exert their influence over subordinates. Second, an investigation of this 

third form may help explain, theoretically, the mixed findings regarding the 

beneficial effects of centralization or decentralization on team performance and 

dynamics. Therefore, in this dissertation, we aim to theorize this third form of 

influence, explore how it impacts team outcomes, and investigate whether and 

why this form outperforms both centralization and decentralization in steering 

team performance. 
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We conceptualize this third form as hierarchical-decentralization in order 

to capture its nature: leaders, rather than pure centralization or decentralization, 

selectively forge decentralizing relationship only with a relative few team 

members (the inner circle), and hierarchically disseminate their influence through 

the inner circle members to other team members. We further define hierarchical-

decentralization as a structural form of influence by which leaders exert their 

influence over subordinates. Within this form, leaders build decentralized 

relationships only with a few members to create an inner circle and then 

disseminate their influence through the inner circle members to other team 

members, creating an implicit influence-based social hierarchy within a team. 

Although the concept of hierarchical-decentralization has its roots in social 

hierarchy, it is distinct from the concept of social hierarchy in that the former 

places more emphasis on leaders’ strategic behavior to exert their influence over 

followers, whereas the latter emphasizes a ranked order of influence among team 

members (Magee & Galinsky, 2008) without considering the role of leaders in the 

formation of that hierarchy.  

To understand how hierarchical-decentralization affects team outcomes, 

based on functionalist theories of social hierarchy (e.g., Anderson & Brown, 

2010; Halevy, Chou, & Galinsky, 2011; Keltner, Van Kleef, Chen, & Kraus, 

2008; Magee &Galinsky, 2008; Ronay, Greenaway, Anicich, & Galinsky, 2012), 

we provide theoretical rationales for the positive effect of hierarchical-

decentralization on team performance as well as its superior prominence in 

driving team performance than both centralization and decentralization. 

The functionalist view of social hierarchy, which stems from three 

different research themes, posits that social hierarchy has a positive effect on team 
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performance. One research theme is from social-evolutionary perspective and 

indicates that social hierarchy emerges as an adaptive and fundamental way to 

solve conflicts, to maintain peace and group harmony, to increase team cohesion, 

and to enhance accountability of members, thereby promoting the survival and 

development of a team (e.g., Fein, 2012; Moosa & Ud-Dean, 2011; Overbeck, 

Correll, & Park, 2005; Van Vugt, 2006; Van Vugt, Hogan, & Kaiser, 2008). A 

second research theme is from social psychological perspective and argues that 

social hierarchy facilitates team performance because people unconsciously desire 

social hierarchy as it fulfills people’s psychological need for order (e.g., Friesen, 

Kay, Eibach, & Galinsky, 2014; Halevy et al., 2011; Hogg, 2001; Lane, 1959) and 

creates a comfortable psychological environment for people to interact (Tiedens 

& Fragale, 2003; Tiedens, Unzueta, & Young, 2007). A third research theme is 

from the perspective of Input-Process-Output Model and demonstrates that social 

hierarchy fosters team performance because it facilitates functional team 

processes—clarifying patterns of influence and deference, reducing intra-team 

conflicts, structuring smooth interactions, fostering learning behaviors, and 

ultimately facilitating cooperation and team coordination (e.g., Bunderson et al., 

2016; Halevy et al., 2011; He & Huang, 2011; De Kwaadsteniet & van Dijk, 

2010; Ronay et al., 2012). Taken together, the theoretical rationales described 

above allow us to predict that hierarchical-decentralization, within which an 

influence-based social hierarchy is created, is positively related to team 

performance.   

Except for the above theoretical rationales for the positive relationship 

between hierarchical-decentralization and team performance, given that 

hierarchical-decentralization can be also viewed as a hybrid of centralization and 
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decentralization, it tends to benefit from advantages of both centralization and 

decentralization, without reproducing their disadvantage. Indeed, when leaders 

exert their influence through hierarchical-decentralization, the influence-based 

hierarchy is created and tends to help leaders to increase team effectiveness (e.g., 

Halevy et al., 2011; Magee & Galinsky, 2008), which is the major benefit of 

centralization. Meanwhile, it also tends to help leaders to foster members’ 

motivation (e.g., Anderson & Brown, 2010; Magee & Galinsky, 2008), reduce 

intra-team conflicts (e.g., Bunderson et al., 2016), and create comfortable 

psychological satisfaction work relationships (e.g., Tiedens & Fragale, 2003; 

Tiedens et al., 2007), which are the benefits of decentralization. In contrast, 

centralization alone has been found to hamper the fulfillment of members’ 

psychological needs, to impair members’ motivation, and to induce inter-personal 

conflicts (e.g., Locke & Latham, 1990; Schaubroeck, Shen, & Chong, 2017). 

While decentralization alone has been found to reduce efficiency in the decision-

making process and performance-monitoring process (e.g., Lorinkova, Pearsall, & 

Sims, 2013; Yun et al., 2005). As such, when leaders exert influence either by 

centralization or decentralization, they are less likely to achieve the level of team 

performance as high as when they exert influence by hierarchical-decentralization. 

To further understand the positive effects of hierarchical-decentralization 

on team performance, we also attempt to investigate the underlying mechanism by 

which hierarchical-decentralization fosters team performance. Recent studies on 

social hierarchy have suggested that the beneficial effect of social hierarchy on 

team performance comes through fostering functional team processes, of which 

team coordination is one of the most important processes (e.g., Anderson & 

Brown, 2010; Halevy, Chou, & Galinsky, 2011). For example, the latest meta-
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analysis of study on social hierarchy (Greer et al., 2018: p2) has pointed out that, 

“[i]n explaining the hierarchy-effectiveness relationship, the functionalist 

perspective proposes a positive pathway between hierarchy and team 

effectiveness via improved coordination-enabling processes”. Similarly, 

Bunderson and his colleagues (2016: p1269) have also demonstrated that “while 

past attempts to articulate these functional roles [of social hierarchy] have offered 

various explanations. [a] central and recurring theme is that hierarchy provides a 

robust solution to conflict and coordination problems by shaping patterns of 

deference and influence”. In line with these studies, given that an influence-based 

social hierarchy emerges as leaders exert their influence through hierarchical-

decentralization, an exploration of the potentially intermediating role of team 

coordination can deepen our understanding of the mechanism through which 

hierarchical-decentralization facilitates team performance. 

Go beyond only focusing on the main effects of hierarchical-

decentralization on team outcomes, we further try to explore the application of 

hierarchical-decentralization to the research on LMX differentiation. We suggest 

that whether LMX differentiation promotes or inhibits team performance is 

determined by hierarchical-decentralization because the influence-based social 

hierarchy created by hierarchical-decentralization provides a legitimate and 

acceptable basis or root for LMX differentiation.    

Dissertation Overview 

To sum up, in order to portray a deep and comprehensive picture of 

hierarchical-decentralization, we have conducted three independent studies on two 

key research themes. All these studies are described in the chapters that follow. 
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The first research theme (as elaborated through Study 1-1in Chapter 2 and 

Study 1-2 in Chapter 3) focuses on the relationship between hierarchical-

decentralization and team performance. We conduct an experimental study (Study 

1-1) and a field study (Study 1-2) on this research theme. In Study 1-1, which is 

reported in Chapter 2, we theorize hierarchical-decentralization, investigate its 

effect on team performance, and provide a performance comparison among 

centralization, decentralization, and hierarchical-decentralization. In Chapter 3, 

we present our Study 1-2, which explores the underlying mechanism through 

which hierarchical-decentralization fosters team performance, and identifies the 

conditions under which the coordination benefit of hierarchical-decentralization 

tends to be more pronounced. We propose that the underlying mechanism of the 

positive relationship between hierarchical-decentralization and team performance 

is team coordination. Further, we suggest that task interdependence and inter-team 

competitive intensity would strength the positive effect of hierarchical-

decentralization on team coordination, which would ultimately facilitate team 

performance (See Figure 1.2 for the theoretical model of Study 1-1). 

 
Figure 1.1  

Theoretical Model of Study 1-2 in Chapter  

 
 

The second research theme of this dissertation, as elaborated through 

Study 2 in Chapter 4, focuses on the application of influence structure of 

hierarchical-decentralization to the research on LMX differentiation. In this 

Task Interdependence 
Inter-team Competitive Intensity 

 Team Coordination  Hierarchical-Decentralization   Team Performance 
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research theme, we attempt to investigate how and why the vertical chain of 

influence among team members (we follow the research conducted by Burderson 

et al. (2016) and refer it to acyclicity) would shape the effects of LMX 

differentiation on social interactions among team members, and ultimately on 

team performance. LMX differentiation is defined as the variability in the 

qualities of relationships between a team leader and various team members 

(Erdogan & Liden, 2002). It reflects that leaders treat members differently and 

distribute the critical resource and support unequally among team members (e.g., 

Liden, Erdogan, Wayne, & Sparrowe, 2thier006; Yu, Matta, & Cornfield, 2018). 

Most prior studies have demonstrated that LMX differentiation hinders social 

interaction among members, such as triggering conflicts and hostility, ultimately 

stifling performance for both individual team members and teams as a whole (e.g., 

Li & Liao, 2014; Hooper & Martin, 2008; Ford & Seers, 2006; Yu et al., 2018). In 

spite of this, we argue that not all LMX differentiation is the same “evil” in 

itself—whether LMX differentiation hinders or promotes social interactions 

among team members is determined by the combination of acyclicity and the 

alignment between team members’ LMX statuses and their hierarchical influence 

within acyclicity because such combination tends to provide a legitimate and 

acceptable basis for LMX differentiation. We propose that when a team has a high 

level of acyclicity and meanwhile its team members’ LMX statuses are in line 

with their influence levels within acyclicity, LMX differentiation is less likely to 

trigger status conflicts among team members and ultimately less likely to impair 

team performance (See Figure 1.2 for the theoretical model of Study 2).  
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Figure 1.2  
Theoretical Model of Study 2 in Chapter 4 

 

 

 

In Chapter 5, we summarize the key findings of the three studies, and 

present general discussion, theoretical contributions, practical implications, and 

limitations of this dissertation. In addition, we suggest directions for future 

research. 

Research Contributions 

Our research offers a few notable contributions to the existing literature. 

First, we advance our understanding of the forms in which leaders exert their 

influence over subordinates by identifying and conceptualizing a new one: 

hierarchical-decentralization. We show that the extant leadership theories have 

suggested two dominant but opposing forms that leaders’ influence is exerted— 

centralization (e.g., authoritarian leadership, autocratic leadership, paternalistic 

leadership, and directive leadership) and decentralization (e.g., empowering 

leadership, shared leadership, and participative leadership). However, neither of 

them is able to explicate hierarchical-decentralization due to the unique 

characteristics that distinguish hierarchical-decentralization from both 

centralization and decentralization—adopting decentralized approach only with 

LMX Differentiation  

Acyclicity  

Status Conflict Team Performance 

the Alignment between Team Members’ LMX 
Statuses and Their Influence Levels within 
Acyclicity 
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the inner circle members, adopting centralized approach with the other team 

members, and influencing other team members through the inner circle members 

to other members. In this dissertation, we theorize the form of hierarchical- 

decentralization, provide theoretical rationales for its positive effects on team 

performance, investigate whether and why hierarchical-decentralization 

outperforms both centralization and decentralization in steering team 

performance, and explore the intervening mechanism for the linkage between 

hierarchical-decentralization and team performance. In doing so, we not only 

extend our knowledge of how leaders exert influence over subordinates that could 

not be extrapolated by the existing leadership theories, but also portrays a holistic 

and in-depth picture of how leaders exert influence on subordinates and its impact 

on team performance.  

Second, we contribute to the literature on social hierarchy by taking into 

account the role of leaders in the formation of social hierarchy. Prior studies of 

social hierarchy typically viewed it as a ubiquitous feature of team life, without 

considering the parts leaders play in the formation of social hierarchy (e.g., 

Bunderson et al., 2016; Friesen et al., 2014; Magee & Galinsky, 2008). For 

example, many studies on social hierarchy start their research stories, just as 

Bunderson et al., (2016, p.1265) did, with the statement that “[s]ocial hierarchy is 

an unavoidable reality of group life”. As a result, most of the prior studies have 

excluded team leaders and only focused on social hierarchy among team members 

(e.g., Bunderson et al., 2016; He & Huang, 2011; Van der Vegt, De Jong, 

Bunderson, & Molleman,2010). Hardly any attention, accordingly, has been paid 

to how social hierarchy is formed and the role leaders play in the formation of 

social hierarchy. In this dissertation, we argue that social hierarchy is created as a 



 15 

result of leaders’ exerting their influence on team members, and include leaders in 

the analyses of social hierarchy. This brings a novel lens to the study of social 

hierarchy and extends our understanding of social hierarchy that could not be 

extrapolated from the existing literature. This may also somewhat speak to the call 

for “how acyclicity (social hierarchy) arises in groups and whether it is something 

that can be deliberately managed” (Bunderson et al., 2016: p1282).  

Third, our studies also contribute to the debate regarding whether social 

hierarchy is beneficial or detrimental to team performance by showing the 

potential drawbacks of how social hierarchy is conceptualized in most 

dysfunctional accounts. Two perspectives of social hierarchy—the functional 

perspective and the dysfunctional perspective—have dominated the debate for 

decades (e.g., Greer et al., 2018; Magee & Galinsky, 2008). In recent years, a 

growing body of research has advocated the dysfunctional perspective of social 

hierarchy (e.g., Greer et al., 2010; Van Bunderen, Greer, & Van Knippenberg, 

2018). The latest meta-analysis of studies on social hierarchy has even reinforced 

the dysfunctional perspective, reporting that social hierarchy is negatively related 

to team performance through increasing intra-team conflicts (Greer et al., 2018). 

However, in line with the research conducted by Bunderson et al. (2016), we 

argue that the conceptualization and operationalization of social hierarchy in most 

of the dysfunctional models might exaggerate the inequality and differentiation in 

power or influence among team members, which might lead to a distorted picture 

of social hierarchy. Indeed, in most of these studies, the concept of social 

hierarchy is replaceable with and measured by the concept of differentiation, 

inequality, or disparity in a social valued resource, such as power and influence 

(Appendix A provides the summary for the current studies on social hierarchy). 
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Hence, it is difficult to conclude whether the negative hierarchy-performance 

relationship comes from social hierarchy itself or from the ways that scholars 

conceptualize and operationalize it. In this dissertation, echoing and extending 

Bunderson et al. (2016)’ research, we contend that social hierarchy emerges as a 

result of leaders’ strategic choice to exert influence over subordinates, 

conceptualize and operationalize social hierarchy as a chain of cascading 

influence within a team (including leaders and members) through a social network 

design, and offer theoretical rationales and support for the positive effects of 

social hierarchy on team performance. By doing so, we not only provide 

pronounced evidence for the functional perspective of social hierarchy but also 

highlight the importance of the conceptualization and operationalization of social 

hierarchy to future research.   

Fourth, we contribute to the literature on leadership by demonstrating that 

leaders exhibit divergent leadership strategies towards their subordinates 

simultaneously. Over the decades, the leadership research concerning the linkage 

between leadership styles and team outcomes has generally treated specific 

leadership styles as overarching constructs within a team (e.g., Bass, Avolio, 

Jung, & Berson, 2003; Burke, Stagl, Klein, Goodwin, Salas, & Halpin, 2006). The 

prevailing assumption behind these studies is that leadership style at the team 

level is “an average leadership style, whereby leaders treat followers generally 

with the same level of directedness, consideration, and other factors” (Lord et al., 

2017: 442). Just as Wu and his colleagues (2010) have pointed out, that research 

on leadership style at the team level generally holds an assumption that “leaders 

view the team as a whole and treat their members in the same way” (p.92). 

Consequently, little attention has been paid to the possibility that leaders exhibit 
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divergent leadership strategies to different team members within a team. In this 

dissertation, we not only argue that leaders use distinct strategies to exert their 

influence over subordinates—decentralizing with the inner circle members, 

centralizing with other members, and influencing team members through the inner 

circle members to others—but also examine how such differentiated strategies 

influence team processes and team performance. In so doing, we expand 

leadership research in a way that has evaded the attention of prior leadership 

studies.  

Fifth, our research contributes to the literature on LMX differentiation. For 

the past years, most prior studies on LMX differentiation have suggested the 

detrimental effects of LMX differentiation on social interactions among team 

members and ultimately on team performance (e.g., Li & Liao, 2014; Hooper & 

Martin, 2008; Ford & Seers, 2006; Yu et al., 2018). The latest meta-analysis of 

studies on LMX differentiation has reinforced that view (Yu et al., 2018), 

showing that LMX differentiation disrupts team performance by inhibiting 

functional intra-team interactions (e.g., inducing intra-team conflicts). In this 

dissertation, we argue that these results may lead a distorted picture of LMX 

differentiation because these conclusions have widely been driven by an 

underlying argument that members of a given team have no basis whatsoever on 

which they are treated differently as they hold the same membership, report to the 

same leader, and can avail themselves of the same shared team resource (Liao, 

Liu, & Loi, 2010). By integrating social hierarchy literature with LMX 

differentiation literature, we demonstrate that when acyclicity (social hierarchy) is 

taken into account, LMX differentiation may not induce intra-team conflicts. This 

is because acyclicity tends to serve as a legitimate and acceptable basis on which 



 18 

members view LMX differentiation as fair, acceptable, legitimate, and even 

expected. Therefore, our research not merely advances LMX differentiation 

studies by showing the importance of taking into account the basis on which LMX 

differentiation occurs but also provides a more sophisticated and novel theoretical 

insight into the ubiquitous phenomenon of LMX differentiation. 
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CHAPTER 2 
 

GOING BEYOND CENTRALIZATION AND DECENTRALIZATION: 

HIERARCHICAL-DECENTRALIZATION AS A THIRD FORM BY 

WHICH LEADERS EXERT THEIR INFLUENCE OVER 

SUBORDINATES  

(STUDY 1-1) 
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Introduction 

History is replete with examples of leaders who, rather than ruling alone or 

exerting influence directly over each subordinate, choose to build an inner circle 

and then disseminate their influence through the inner circle members to other 

team members. A typical instance can be found in Louis XIV (1638-1715), 

known as the Sun King, who developed France into the strongest nation in 

Continental Europe. After inheriting the throne, Louis XIV built his inner circle in 

his ruling team (the top management team of Louis XIV) by providing the inner 

circle members with certain leadership functions, relied on them to monitor other 

aristocracies in his ruling team, and made his influence trickle down through the 

inner circle members to other members of his ruling team. Political scientists 

(e.g., De Mesquita & Smith, 2011) have suggested that such form of influence by 

which Louis XIV exerted his influence and power over the members of his ruling 

team enabled Louis XIV to better manage his ruling team, to effectively promote 

his policies, to govern the whole country, and to achieve his success. 

In the business domain, Carly Fiorina, the former CEO and chair of the 

board of Hewlett-Packard (HP), serves as a typical example. Like Louis XIV, 

Fiorina built her own inner circle within the board and disseminated her influence 

through the inner circle members to other board members. During her tenure, 

HP’s store price rose from $39 per share at the beginning of her tenure to $78 per 

share in 2000, and HP successfully merged Compaq in 2002. 

Our experiences of working in teams also highlight this form of influence 

adopted by team leaders: team leaders build their inner circle with several team 

members by sharing leadership functions with them, and then influence other 

team members through the inner circle members. The inner circle members 
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actually act as leaders’ surrogates to transfer leaders’ influence and power, to 

support leaders, to assist leaders to monitor the whole team, to execute leaders’ 

decisions, and to finish tasks.  

Although LMX literature has demonstrated that leaders treat team 

members differently and develop differentiated relationship qualities with their 

subordinates, the studies on LMX differentiation have concentrated on how such 

differentiated relationships affect subordinates or team as a whole (See review and 

meta-analysis, e, g., Henderson, Liden, Glibkowski, & Chaudhry, 2009; Yu et al., 

2018). Hardly any attention has been paid to whether leaders disseminate through 

some members (such as members with higher LMX relationship quality) to 

others, and the possible consequences of such form of influence. This leads to a 

few important but yet unaddressed questions: How does this form of influence 

impact team processes and, ultimately, affect team performance? Does it also 

enable team leaders to achieve higher team performance, just as we see in the 

successes of Louis XIV and Carly Fiorina?  

However, little leadership research has scrutinized how leaders influence 

their subordinates through their inner circle members to other team members, 

even though this form of influence is widely used by team leaders in the real 

organizational life and has been documented by political scientists. Indeed, from 

an expensive lens, we can find that leadership literature has suggested two 

dominant but opposing forms by which leaders exert their influence on 

subordinates—centralization (e.g., authoritarian leadership, autocratic leadership, 

paternalistic leadership, and directive leadership) and decentralization (e.g., 

empowering leadership, shared leadership, and participative leadership). Although 

advocates of both centralization and decentralization have provided theoretical 
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and empirical support for their arguments, the debate regarding which form has 

relative prominence in steering team performance has gone on for decades. Until 

now, there has been no convincing and robust evidence to show which one 

outperforms the other one in steering team performance. 

Centralization and related leadership styles emphasize that leaders exert 

their influence by concentrating leadership functions in themselves, using 

authority to control subordinates, and demanding unquestioning obedience from 

them (De Hoogh, Greer & Den Hartog, 2015; Farh & Cheng, 2000; Somech, 

2006; Huang et al., 2015; Martin et al., 2013; Pellegrini & Scandura, 2008; Yun et 

al., 2005). Advocates of centralization have provided theoretical and empirical 

evidence to show that centralization and related leadership styles foster team 

performance by effectively monitoring subordinates’ behaviors and performance, 

by rapidly mobilizing resources, by efficiently making and executing decisions, 

and by effectively carrying out tasks (House, 1996; Locke & Latham, 2002; Kahai 

et al., 2004; Muczyk & Reimann, 1987; Sandler & Mintz, 1974). Meanwhile, they 

have criticized decentralization for its inflicting a loss of control and reducing the 

efficiency of decision-making and performance-monitoring processes (e.g., 

Lorinkova et al.,2013; Yun et al., 2005). For example, Mills and Ungson (2003) 

have found that empowering leadership, a typical form of leading by 

decentralization, produces inefficiency in task accomplishment. Similarly, Martin 

and colleagues (2013: 1376) suggest that the positive relationship between 

empowering leadership and team performance may not materialize because 

“empowering leadership allows employees to spend more time exploring how to 

perform core tasks”.  
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In contrast, decentralization and related leadership styles emphasize that 

leaders exert their influence through sharing leadership functions directly with all 

team members, allowing any team member to influence them, and involving 

members in decision-making processes (e.g., Ahearne et al., 2005; Arnold et al., 

2000; Chen et al., 2011; Lam et al., 2002; Koopman & Wierdsma, 1998; Wang et 

al., 2014). Advocates of decentralization have provided theoretical and empirical 

evidence to show that decentralization and related leadership styles boost team 

performance because they motivate subordinates to better serve collective 

interests. The motivational benefits of decentralization promote subordinates’ 

knowledge sharing, encourage subordinates to internalize the core values of a 

team or an organization, and increase subordinates’ motivation to take 

responsibility and go beyond in-role behaviors (e.g., Ahearne et al., 2005; Martin 

et al., 2013; Wang et al., 2014). The advocates also have criticized centralization 

for its breeding political behaviors, inducing intra-team conflicts, hampering the 

fulfillment of members’ psychological needs, and impairing members’ motivation 

(e.g., Bendersky & Hays, 2012; Eisenhardt & Bourgeois, 1988; Locke & Latham, 

1990; Peterson,1997; Schaubroeck et al., 2017). 

However, neither centralization or decentralization is able to explicate this 

third form of influence because of its unique characteristics which distinguish this 

form from both centralization and decentralization. As described at the beginning 

of this dissertation, the unique characteristics of this third form of influence are 

that leaders adopt decentralized approaches only to the inner circle members, use 

centralized approaches to the other team members, and disseminate their influence 

through the inner circle members to other team members. Nonetheless, ignoring to 

investigate this form of influence might be a serious theoretical omission for two 
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reasons. First, focusing only on the two extreme forms may leave a theoretical 

vacuum to understand the intricacies of a third form of influence, thereby 

significantly reducing our ability to explain the forms of leadership influence and 

their effects on team dynamics and team performance. Second, an investigation of 

this third form of influence may help explain, theoretically, the mixed results 

obtained by the previous studies on the effects of centralization and 

decentralization on team dynamics and team performance. 

To address this issue, in this study, we aim to conceptualize and theorize 

this third form of influence, explore how this form impacts team performance, and 

compare the effects of centralization, decentralization and this third form of 

influence on team performance. 

We conceptualize this third form of influence as hierarchical-

decentralization in order to capture its nature: leaders, rather than pure 

centralization or decentralization, selectively forge decentralizing relationships 

only with a few team members (the inner circle), and then disseminate their 

influence through the inner circle members to other team members. We further 

define hierarchical-decentralization as a structural form of influence by which 

leaders exert their influence over team members. Within this form, leaders build 

decentralized relationships only with a few members to create an inner circle and 

then disseminate their influence through the inner circle members to other team 

members, creating an implicit influence-based social hierarchy within a team.  

The concept of hierarchical-decentralization has its roots in the literature 

of social hierarchy. Indeed, as noted, an implicit influence-based social hierarchy 

is produced when leaders exert their influence over subordinates through 

hierarchical-decentralization. Yet, despite this, the concept of hierarchical-
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decentralization is distinct from the concept of social hierarchy. Specifically, the 

former one places more emphasis on that social hierarchy is created as a result of 

leaders’ strategic behavior for exerting their influence over subordinates, whereas 

the latter one emphasizes a hierarchical ranked order of influence among team 

members (Magee & Galinsky, 2008), without considering the leaders’ role in the 

formation of social hierarchy. 

Drawing from functionalist theories of social hierarchy that emphasize the 

positive association between social hierarchy and team performance, we propose 

that hierarchical-decentralization is positively related to team performance. 

Research based on functionalist theories of hierarchy has demonstrated that social 

hierarchy fosters team performance by reducing intra-team conflicts, increasing 

team effectiveness, structuring smooth interactions, increasing cooperation, 

clarifying patterns of influence and deference, fulfilling psychological needs, and 

creating comfortable working relationships (Bunderson et al., 2016; Friesen et al., 

2014; Halevy et al., 2012; He & Huang, 2011; De Kwaadsteniet & van Dijk, 

2010; Ronay et al., 2012; Simpson, Willer, & Ridgeway, 2012; Tiedens & 

Fragale, 2003; Tiedens et al., 2007). For example, Groysberg and colleagues 

(2011) have found that, when a social hierarchy is absent, even a group of high-

capacity members cannot function effectively and efficiently, which ultimately 

undermines team performance. Accordingly, when leaders exert influence by 

hierarchical-decentralization, the implicit influence-based hierarchy emerges to 

help leaders to achieve and maintain high levels of team performance.  

Moreover, hierarchical-decentralization can also be viewed as a hybrid of 

centralization and decentralization since leaders build both centralized and 

decentralized relationships with team members simultaneously. As such, 
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hierarchical-decentralization also tends to get the benefits of both centralization 

and decentralization, without reproducing their shortcomings. We further propose 

that hierarchical-decentralization is more likely to produce higher levels of team 

performance than either centralization and decentralization. Indeed, as touched 

upon, when leaders exert their influence through hierarchical-decentralization, the 

influence-based hierarchy is created and tends to help leaders to increase team 

effectiveness (e.g., Halevy et al., 2011; Magee & Galinsky, 2008), which is the 

major benefit of centralization. At the same time, it tends to help leaders foster 

members’ motivation (e.g., Anderson & Brown, 2010; Magee & Galinsky, 2008), 

reduce intra-team conflicts (e.g., Bunderson et al., 2016), and create comfortable 

and psychologically satisfactory work relationships (e.g., Tiedens & Fragale, 

2003; Tiedens et al., 2007), which are the benefits of decentralization. However, 

centralization alone has been found to hamper the fulfillment of members’ 

psychological needs, to impair members’ motivation, and to induce inter-personal 

conflicts (e.g., Locke & Latham, 1990; Schaubroeck, Shen, & Chong, 2017). 

While decentralization alone has been found to reduce efficiency in the decision-

making process and performance-monitoring process (e.g., Lorinkova, Pearsall, & 

Sims, 2013; Yun et al., 2005). As a result, when leaders exert influence either by 

centralization or decentralization, they are less likely to achieve levels of team 

performance as high as when they exert influence by hierarchical-decentralization. 

The study reported in this chapter makes three key contributions to the 

existing literature. First, we introduce a new form by which leaders exert their 

influence over subordinates—hierarchical-decentralization—and demonstrate its 

validity. This permit a significant extension of the current leadership research, 

which has focused on two extreme forms—centralization and decentralization. 



 27 

Second, we not only provide theoretical rationales for the positive effect of 

hierarchical-decentralization on team performance, but also conduct an 

experimental study to test our key propositions and compare the team 

performances of centralization, hierarchical-decentralization, and decentralization. 

By doing so, we deepen our knowledge of how leaders exert their influence over 

subordinates and portray a complete picture of their effects on team performance. 

Third, we contribute to the literature of social hierarchy by considering the role 

played by leaders in the formation of social hierarchy. Social hierarchy is widely 

viewed as a ubiquitous feature of social organization (e.g., Bunderson et al., 2016; 

Magee & Galinsky, 2008). As a result, most of the studies to date have excluded 

team leaders and only focused on social hierarchy among team members (e.g., 

Bunderson et al., 2016; He & Huang, 2011; Van der Vegt et al., 2010), but given 

less consideration to the role of leaders played in the formation of social 

hierarchy. In this dissertation, we argue that social hierarchy emerges as a result 

of leaders’ exerting their influence over subordinates, and involve leaders in the 

analyses of social hierarchy. We, therefore, brings a novel lens to the study of 

social hierarchy and extends our knowledge of social hierarchy that could not be 

extrapolated from the existing literature.  

Literature Review  

As noted earlier, from an expansive lens, leadership literature has 

suggested two dominant but positing forms that leaders adapt to exert influence 

on team members: centralization and decentralization. These two forms differ in 

terms of whether leaders share leadership functions and allow mutually influential 

relationships with team members. Moreover, given that an influence-based 

hierarchy emerges as a result of hierarchical-decentralization, the concept of 
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hierarchical-decentralization has its roots in the literature of hierarchy. In the 

following, therefore, we critically review studies examining the effect of 

centralization, decentralization, and social hierarchy on team performance. 

Centralization and Team Performance                                                                                                                                                              

Centralization and related leadership styles (e.g., authoritarian leadership, 

autocratic leadership, paternalistic leadership, and directive leadership) emphasize 

that leaders exert their influence by concentrating leadership functions in 

themselves, using authority to control followers, and demanding obedience from 

subordinates (e.g., De Hoogh et al., 2015; Farh & Cheng, 2000; Somech, 2006; 

Huang et al., 2015; Martin et al., 2013; Pellegrini & Scandura, 2008; Yun et 

al.,2005). Historically, centralization and related leadership styles have been 

viewed as the “default” way in which leaders improve overall performance 

(Vroom & Jago, 1988). Indeed, it can be found in the wisdom of Machiavelli 

(1532) that “[a] prince must not have any other object nor any other thought…but 

war, its institutions, and its discipline; because that is the only art befitting one 

who commands”. Similarly, Hobbes (1651) posits that the Leviathan—an absolute 

sovereign—is the best form of governance. Theory X (McGregor, 1960) also 

provides support to the form of centralization, positing that authoritarian 

management styles are functional and beneficial because subordinates are 

inherently lazy and lack of responsibility.  

In recent decades, advocates of centralization and related leadership styles, 

drawing on different contemporary theoretical perspectives, have suggested that 

centralization facilitates team performance. One such perspective draws on path-

goal theory (House, 1971) and suggests that the positive relationship between 

centralization (including related leadership styles) and team performance is 
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attributable to the increased team effectiveness. Path-goal theory implies that the 

effective way for leaders to achieve high team performance is to clarify the 

collective goals and the paths to these collective goals, provide subordinates with 

specific instructions regarding how to finish tasks, and give appropriate feedbacks 

(i.e., rewards or punishments) which link subordinates’ valued outcomes with 

collective goals (House, 1971, 1996; House & Mitchell, 1974). Indeed, prior 

studies have suggested that centralization and the related leadership styles enable 

leaders to provide followers with detailed guidance of task accomplishments, 

demand subordinates to follow leaders’ directions and instructions without 

discussion, effectively monitor subordinates’ behaviors and performance, and 

implement clear rewards or punishments that are contingent on whether followers 

comply with their directions, which in turn helps leaders achieve high levels of 

team performance (e.g., Locke & Latham, 2002; Peterson, 1997).  

A second perspective draws on the logic of operational efficiency and 

suggests that centralization and the related leadership styles facilitate team 

performance by building a great unity of command, and allowing for the rapid 

mobilization of resources, efficient decision-making and executing, effective task- 

completion and problem-solving, and constant monitoring of members’ behaviors 

as well as performance (Kahai, Sosik, & Avolio, 2004; Muczyk & Reimann, 1987; 

Sandler & Mintz, 1974). More recently, some scholars have drawn on contingency 

theory and suggested that centralization and related leadership styles are 

especially beneficial under certain situations where high effectiveness is 

necessarily required, such as in the initial stage of team development (Lorinkova, 

Pearsall, & Sims, 2013), or facing harsh economic environments (Huang et al., 

2015), or in trauma resuscitation teams (Yun et al., 2005).  
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Decentralization and Team Performance 

Decentralization and related leadership styles (e.g., shared leadership, 

empowering leadership, and participative leadership) emphasize that leaders exert 

their influence by sharing leadership functions with team members, allowing team 

members to influence them, and involving team members in decision-making 

processes (Ahearne et al., 2005; Arnold et al., 2011; Lam et al.,2002; Seibert, 

Wang, & Courtright, 2011; Wang et al., 2014; Zhang & Bartol, 2010). 

Decentralization can be traced back to Lao Tse (550BC) who indicates that “[a] 

leader is best when people barely know he exists; when his work is done, his aim 

fulfilled, they will say: we did it ourselves”.  

Drawing on various contemporary theoretical perspectives, advocates of 

decentralization and related leadership styles have suggested that decentralization 

fosters team performance by producing various motivational benefits. One such 

perspective draws on self-determination theory and demonstrates that 

decentralization and related leadership styles fulfill subordinates’ need for 

autonomy and competence (e.g., Hannah, Schaubroeck, & Peng, 2016; Martin, 

Liao & Campbell, 2013). This, in turn, motivates subordinates to better contribute 

to team performance. Self-determination theory suggests that the fulfillment of 

autonomy and competence is a necessary ingredient of intrinsic motivation 

(Gagne & Deci., 2005). Such intrinsic motivation further encourages team 

members to exhibit more proactive behaviors, seek continuous improvement in 

task accomplishment, and contribute to team performance (e.g., Gagne & Deci., 

2005; Martin et al, 2013; Seibert et al., 2011; Wang et al., 2014). When leaders 

share leadership functions with team members, involve members in decision-

making processes, and convey their confidence in members’ abilities, these 
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decentralizing behaviors satisfy team members’ needs for autonomy and 

competence and provides them with a sense of empowerment, thus enhancing 

members’ intrinsic motivation and subsequent contributions to team performance 

(Chen, Kirkman, Kanfer, Allen, & Rosen, 2007; Thomas & Velthouse, 1990).  

A second perspective draws on the cognitive-motivational framework of 

“reason to”— “can do” motivation (Parker, Bindl, & Strauss, 2010; Raub & Liao, 

2012). The “reason to” motivation represents members’ internal desire to 

contribute to collective goals; while “can do” motivation represents members’ 

confidence in their capabilities to better accomplish team goals. When leaders 

adopt decentralizing approach to team members, team members tend to feel both 

the “reason to” motivation and “can do” motivation, which in turn encourage 

them to try their best in contributing to team performance. This is because that 

decentralization and related leadership styles not only enable team members to 

internalize team goals and be more willing to take responsibilities for the 

achievement of team goals (e.g., Hannah et al., 2016), but also highlight team 

members’ self-efficacy (e.g., Arnold, Arad, Rhoades, & Drasgow, 2000; Ahearne 

et al., 2005).  

A third perspective draws on social exchange theory and suggests that 

decentralization and related leadership styles help leaders achieve high level of 

team performance because decentralized approaches motivate subordinates to put 

more effort into team performance in order to reciprocate their leaders’ 

decentralized efforts (e.g., Huang et al., 2010; Zallars & Tepper, 2003; Moorman, 

1991; Organ, 1988). Social exchange theory (Blau, 1964) implies that followers 

are motivated to reciprocate positive treatments from their leaders by exhibiting 

extra-role behaviors and increasing their job performance; while they are 
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motivated to repay negative treatments from their leaders by decreasing their job 

performance. Adopting social exchange theory, prior studies have found that 

when leaders provide subordinates with certain leadership functions, grant 

followers autonomy, involve followers into decision-making processes, and show 

their trust and confidence to followers, followers are motivated to reciprocate 

their leaders by better serving collective goals and team performance (e.g., Huang 

et al., 2010; Mulki, Jaramillo, & Locander, 2006; Spreitzer, 2007). For example, 

Li and colleagues (2017) have demonstrated that followers tend to exhibit higher 

levels of organizational citizenship behaviors to reciprocate leaders’ sharing 

power and leadership functions. 

Social Hierarchy and Team Performance 

Consensus on whether social hierarchy fosters or stifles team performance 

has not yet been achieved. Two perspectives—the functional perspective of social 

hierarchy and the dysfunctional perspective of social hierarchy—have been 

debated for decades (for reviews, see Anderson & Brown, 2010; Magee & 

Galinsky, 2008; Greer et al., 2018). Advocates of the functional perspective of 

social hierarchy have demonstrated that social hierarchy fosters team performance 

because it provides clarity of deference, produces smooth intra-team interactions, 

clarifies implicit role expectations and actions, specifies division of labor, fulfills 

members’ unconscious desire for hierarchical difference, motivates learning 

behaviors, increases team cohesion, and ensures the high quality of group 

decisions (Anderson & Brown, 2010; Fein, 2012; Moosa & Ud-Dean, 2011; 

Halevy, Chou, & Galinsky, 2011; He & Huang, 2011; Magee & Galinsky, 2008; 

Overbeck et al., 2005; Ronay et al., 2012; Van Vugt, 2006; Van Vugt et al., 

2008). In contrast, advocates of dysfunctional perspective of social hierarchy have 
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argued that social hierarchy hampers team performance by fostering political and 

competitive behaviors, inhibiting subordinates’ motivation and innovation, 

impeding communication, and interrupting information flows (e.g., Bendersky & 

Hays, 2012; Eisenhardt & Bourgeois, 1988; Greer & van Kleef, 2010; Grund, 

2012; Huang & Cummings, 2011; Tost, Gino, & Larrick, 2013; Woolley, Chabris, 

Pentland, Hashmi, & Malone, 2010). 

In recent years, there has been a growing number of studies that support the 

dysfunctional perspective of social hierarchy (See Appendix A for the summary 

of studies on social hierarchy). The latest meta-analysis of studies on social 

hierarchy has even reinforced the dysfunctional perspective, reporting that social 

hierarchy is negatively related to team performance through increasing intra-team 

conflicts (Greer et al., 2018).  

Remaining Issues of Centralization, Decentralization, and Social Hierarchy 

Although research on centralization, decentralization, and social hierarchy 

has shed light on our understanding of the forms by which leaders exert their 

influence over subordinates, there have been several remaining issues that have 

inspired us to re-think centralization and decentralization, and social hierarchy, as 

well as their effects on team performance.  

First, there has been a long debate about the relative prominence in 

steering team performance between centralization and decentralization. Advocates 

of centralization criticize decentralization and related leadership styles for 

overestimating the leaders’ willingness to share power and leadership functions, 

inflicting a loss of control, and inducing inefficiency in decision-making and 

performance-monitoring processes (e.g., Besley, & Coate, 1998; Tideman, 1976; 

Mills & Ungson, 2003). In contrast, advocates of decentralization criticize 
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centralization and related leadership styles for fostering political behaviors, 

inhibiting subordinates’ motivation and innovation, undervaluing subordinates’ 

abilities, impeding team communication, and limiting the potential for 

subordinates to wholeheartedly engage in task accomplishment (Schaubroeck, 

Shen, & Chong, 2017; Tost et al., 2013). Although scholars from both camps have 

conducted empirical studies to support their key propositions, there is, so far, no 

convincing and robust evidence showing whether centralization outperforms 

decentralization or vice versa. Recent research has attempted to consider 

centralized leadership styles and decentralized leadership styles simultaneously to 

compare their effect on team performance, but the results have been inconsistent. 

Some find that both centralization and decentralization positively impact team 

performance (Pearce & Sims, 2002; Martin et al., 2013), some find that neither 

has a significant main effect on team performance (Huang et al., 2015), some find 

that only decentralization enables leaders to achieve high team performance in the 

long run (Lorinkova et al., 2013), and some find that centralization outperforms 

decentralization in harsh and emergency situations (Yun et al., 2005).  

Second, the basic assumption behind studies on both centralization and 

decentralization may limit our understanding of how leaders exert influence and 

power over subordinates. Specifically, these studies, no matter the studies on 

centralization and related leadership styles or on decentralization and related 

leadership styles, typically hold the assumption that “leaders view group members 

as a whole and treat each in the same fashion” (Wu et al., p.92), and that team 

members’ perceptions of their leaders’ leadership style tend to be similar. In their 

words, the leadership in the team level is viewed as “the overall pattern of 

leadership behaviors displayed to the entire business unit; it can be viewed as a 
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type of ‘ambient stimuli’ that pervade the work unit and are shared” (See Liao & 

Chuang, 2007: 1007; Martin et al., 2013: 1373-1374). Indeed, in a review that 

covers a century’s leadership research published in the Journal of Applied 

Psychology, Lord et al. (2017: 442) point out that “… traditional approaches (of 

leadership studies) assume an average leadership style, whereby leaders treat 

followers generally with the same level of directedness, consideration, and other 

factors”. However, both scholars and practitioners have found that leaders exhibit 

different leadership behaviors toward different team members (Dansereau, Graen, 

& Haga, 1975; Klein & Kozlowski, 2000; Wu et al., 2010), resulting in the 

possibility that leaders show distinct leadership styles simultaneously. A notable 

exception was research conducted by Wu et al. (2010), which explored the effect 

of differentiated transformational leadership on group effectiveness. These 

authors defined differentiated transformational leadership as “a leader exhibits 

varying levels of individual-focused leadership behavior to different group 

members” and operationalized it as within-team variance in two dimensions of 

transformational leadership (i.e., individualized consideration and intellectual 

stimulation). However, they focused on the within-team differentiation in one 

specific leadership style—transformational leadership—did not explore why 

leaders differentiated their transformational leadership behaviors to different team 

members. 

Third, although a plethora of studies has shown the negative effect of 

social hierarchy on team dynamics and team performance, the conceptualization 

and operationalization of social hierarchy in most of these studies might 

overestimate the inequality of or differentiation of a valued characteristics (such 

as influence or power) among team members (Bunderson et al., 2016). This, in 
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turn, may produce a distorted picture of hierarchy. The Oxford Dictionary, defines 

social hierarchy as “[a] system in which members of an organization or society 

are ranked according to relative status or authority”. In management and 

sociology literature, social hierarchy is also widely viewed as a ranked order of 

group members with respect to a valued characteristic (such as influence and 

power; for a review, see Magee, & Galinsky, 2008). However, in many 

dysfunctional models, the concept of hierarchy is replaceable with the concept of 

differentiation, inequality, or disparity in a socially valued characteristic, such as 

power or influence (for a summary, see Appendix A). Even in the latest meta-

analysis (Greer et al., 2018, p.1), social hierarchy is conceptualized as “vertical 

differences between members in their possession of socially valued resources”. As 

a result, when operationalizing social hierarchy, these studies focus on the degree 

of differentiation or inequality in a socially valued resource, such as influence or 

power, rather than on the hierarchical order of it. Through such kind of 

operationalization, the highest level of social hierarchy occurs when one has 

highest level of a valued resource while others have lowest level (using Gini 

Indices) or when half have highest level while half have lowest level (using 

within-team standard deviation), rather than occurring when there is strictly 

hierarchical order. 

Thus, it is difficult to conclude whether the findings regarding the 

detrimental effects of social hierarchy are the results of hierarchy itself or of the 

ways scholars conceptualize and operationalize it. Indeed, as Harrison and Klein 

(2007) have demonstrated, the different kinds of conceptualization and 

operationalization for the same construct (i.e., the construct of difference in their 

paper) can lead to divergent effects on team outcomes. Similarly, after reviewing 
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the current studies on social hierarchy, Bunderson and colleagues (2016) have 

demonstrated that the ways that scholars conceptualize and operationalize social 

hierarchy determine the direction of the relationship between social hierarchy and 

team performance. Specifically, when social hierarchy is conceptualized as 

“inequality in valued characteristics or outcomes” and operates either as disparity 

by Gini coefficient or as steepness by standard deviation, such kind of 

conceptualization and operationalization underscore the competition, jealousy, 

differentiation, and conflicts among members. This makes it easy to find the 

detrimental effects of hierarchy. In contrast, when social hierarchy is 

conceptualized as “cascading relations of dyadic influence” and operationalized as 

acyclicity which directly captures the degree to which influence cascade down 

from the more influential members to the less ones, it is founded to be positively 

related to team performance. 

Fourth, the form of centralization and decentralization seem inadequate for 

a full portrayal of how leaders exert influence and power over subordinates in 

order to enhance overall performance. The form that leaders disseminate their 

influence through their inner circle members to other members, like the successes 

of Louis XIV and Fiorina as noted earlier, could not be explained by either 

centralization or decentralization. Indeed, in Dictator’s Handbook, De Mesquita 

and his colleagues (2011) find that many successful leaders, whether they are 

dictatorial or empowering, whether they are in politics or business, attain higher 

levels of overall performance by building an inner circle with only a few team 

members and disseminating their influence through the inner circle members to 

other team members. If neither centralization nor decentralization can explain 
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such form of influence within a team, is there a third form in which leaders exert 

their influence and power over subordinates?   

Theory and Hypotheses 

Conceptualization of Hierarchical-Decentralization 

In the real organizational life, business practitioners also assert that team 

leaders, rather than directly centralizing or decentralizing with team members, 

tend to forge decentralizing relationships with a relative few members to build an 

inner circle, enforce centralization with other members, and then disseminate their 

influence through the inner circle members to other team members. Our own 

experiences of working in teams also highlight the existence of this form of 

influence. As noted before, we define this form as hierarchical-decentralization in 

order to capture its nature: leaders strategically share power and leadership 

functions with several team members to build their inner circle, and then make 

their influence hierarchically disseminate through the inner circle members to 

other members.  

Hierarchical-decentralization has its roots in the literature of political 

science. The question of how leaders exert influence on followers to ensure high 

levels of overall performance has long captured the extensive attention from 

political scientists. Some political scientists, basing their analyses on the abundant 

examples of political leaders, have discovered the phenomenon of hierarchical-

decentralization and its benefits for overall performance. For example, in a series 

of studies conducted by De Mesquita and his colleagues (2005, 2011), they have 

demonstrated that perhaps the most efficient approach for leaders, no matter 

dictators or democrats, to simultaneously enhance the prospects of their countries 

and maintain the stability of their reign is to build an inner circle with a relative 
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few members in their management team, maintain the inner circle members’ 

loyalty by providing exclusive power and supports (what De Mesquita call  

“private goods”), and then disseminate their influence through the inner circle 

members to other members in their management teams. This form of influence 

enables leaders to better accomplish tasks, to monitor subordinates’ day-to-day 

operations, and to control potential trouble-makers within their management 

teams (De Mesquita, Morrow, Siverson, & Smith, 2003; De Mesquita & Smith, 

2011). Similarly, in a study of authoritarian regimes, Svolik (2009) suggested that 

political leaders are able to successfully promote the development of their 

countries and prolong the longevity of their regimes at the same time by sharing 

power with the inner circle members within their ruling team, and spread their 

power and influence through the inner circle members to other members.  

Rarely, however, do these political science studies explain what exactly 

happens within the ruling teams due to this exerting-influence form (what we 

conceptualize as hierarchical-decentralization), which might be a key to develop 

an in-depth understanding of what hierarchical-decentralization is and why it 

helps leaders to success. The literature of social hierarchy, on the other hand, 

tends to offer potential insights into the processes of the hierarchical-

decentralization and provide answers to this question. Adopting a social network 

approach, social hierarchy scholars view social hierarchy as a vertical or 

hierarchical chain of influence through which influence trickles down through 

“cascading relations of dyadic influence” from more influential members to less 

influential ones (Bunderson et al., 2016), just like a waterfall cascading down 

through rocks of different bedrock layers. Social hierarchy, accordingly, clarifies 

who has influence over whom and who should defer to whom within a team, and 
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facilitates team performance (Bunderson et al., 2016; Halevy et al., 2010; 

Simpson, Willer, & Ridgeway, 2012). When leaders disseminate their influence 

and power through the inner circle members to other members, an implicit 

influence-based social hierarchy emerges, within which influence hierarchically 

cascade down from leader through the inner circle members (the most influential 

members) to other members. Therefore, it might be the influence-based social 

hierarchy created by hierarchical-decentralization that help leaders to achieve high 

levels of team performance. 

Despite the fact that an implicit hierarchy emerges when leaders exert their 

influence through hierarchical-decentralization, the concept of hierarchical-

decentralization is distinct from the concept of social hierarchy. The key 

distinction is that the former places more emphasis on leaders’ strategic behaviors 

for exerting influence over subordinates, whereas the latter puts more emphasis on 

hierarchical orders of influence among team members. Indeed, the concept of 

social hierarchy in the literature generally begins with the observations that team 

members differ in power, influence or other dimensions, and emphasizes social 

hierarchy as a hierarchical arrangement or ranked orders (Magee & Galinsky, 

2008: 354). However, the concept of hierarchical-decentralization begins with the 

observations that leaders hierarchically spread their influence through the inner 

circle members to other members, and emphasizes that social hierarchy emerges 

as a result of the form that leaders exert influence over subordinates. 

To summarize the discussion thus far, based on the literature of political 

science and social hierarchy, we define hierarchical-decentralization as a 

structural form of influence by which leaders exert their influence over 

subordinates. Within this form, leaders build decentralized relationships only with 
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a few members to create an inner circle and then disseminate their influence 

through the inner circle members to other team members, creating an implicit 

influence-based social hierarchy within a team.  

The Relationship Between Hierarchical-Decentralization and Team 

Performance   

Building on three research themes on functionalist theories of social 

hierarchy, we propose that hierarchical-decentralization is positively related to 

team performance. One research stream is drawn from the perspective of social-

evolutionary theory. This line of research has suggested that social hierarchy is 

necessary for social species’ survive and development because it emerges as an 

adaptive and functional means to solve conflicts, to maintain peace and harmony, 

to increase cohesion, and to enhance members’ accountability (Fein, 2012; Moosa 

& Ud-Dean, 2011; Overbeck et al., 2005; Van Vugt, 2006; Van Vugt, Hogan, & 

Kaiser, 2008). For example, Moosa and Ud-Dean (2011: 204) have demonstrated 

that one important factor in the survival and growth of social species lies in the 

emergence of social hierarchy because social hierarchy offers a fundamental way 

to solve interpersonal conflicts and to reduce fighting costs for both dominant and 

subordinate individuals. 

A second theme is based on the social psychology perspective and suggests 

that social hierarchy motivates members to make better contribution to team 

performance because it not only creates satisfying working relationships among 

members but also fulfills members’ psychological needs (e.g., Friesen et al., 2014; 

Halevy et al., 2011; Hogg, 2001; Lane, 1959; Tiedens & Fragale, 2003; Tiedens, 

Unzueta, & Young, 2007). For example, two studies conducted by Tiedens and 

colleagues (2003, 2007) have found that individuals unconsciously desire to have 
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hierarchical working relationships (i.e., dominance-submission working 

relationship) rather than being similar in status to their peers because such 

hierarchical working relationship creates a comfortable psychological 

environment in which people interact. These authors further suggest that such 

hierarchical working relationships make members like each other more, facilitates 

comfortable and productive working interactions, and ultimately contributes to 

overall performance. In addition, prior studies have found that social hierarchy 

satisfies members’ psychological needs for structure, certainty, and stability, 

which, in turn, motivates them to better serve collective goals and team 

performance (Demange, 2004; Friesen et al., 2014; Halevy et al., 2011; Hogg, 

2001). For example, Lane (1959) have argued that members of a given team do 

not desire equal status among them because it makes them feeling uncertainty and 

disorder. Friesen and colleagues (2014) have also suggested that individuals prefer 

social hierarchy to egalitarian arrangements because social hierarchy provides a 

means for the psychological needs for structure.  

 A third research theme draws on the Input-Process-Output model (Ilgen, 

Hollendeck, Johnson, & Jundt, 2005). This line of research has suggested that 

social hierarchy facilitates team performance since it drives functional team 

processes—establishing social orders, clarifying patterns of influence and 

deference, guiding roles and expected behaviors, reducing intra-team conflicts, 

structuring smooth and functional interactions, fostering learning behaviors, 

increasing the quality of group decisions, and facilitating cooperation and 

coordination ( Bunderson et al., 2016; Halevy et al., 2010; Halevy et al., 2012; He 

& Huang, 2011; De Kwaadsteniet & van Dijk, 2010; Ronay et al., 2012). For 

example, in their review paper, Halevy and colleagues (2011) highlight the key 
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reasons why social hierarchy fosters team performance lie in the functional team 

processes, including clarifying the patterns of influence, reducing intra-team 

conflicts, and increasing cooperation among team members. A lack of social 

hierarchy among team members, however, tends to induce confusion, to hamper 

cooperation, and to stumble team members into destructive interactions and 

conflicts, which redirects members’ time and energy towards resolving conflicts 

rather than accomplishing tasks (He & Huang, 2011; Ronay et al., 2011). 

Reflecting on this, Groysberg, Polzer, and Elfemnein (2011) found that when a 

clear hierarchical order is absent, even a group of high capacity team members 

cannot function effectively and efficiently, ultimately undermining team 

performance. Similarly, Hildreth and Anderson (2016) have revealed that, without 

clear hierarchical patterns of influence, even for a group of powerful individuals 

who are task-focused and effective information processors, the performance is 

less than the sum of its parts due to status conflicts, low task focus, and poor 

information exchange. A burgeoning line of research focuses on the quality of 

team decisions and suggests that hierarchy ensures high quality of group decisions 

by “giving disproportionate control to the most competent individuals” (Anderson 

& Brown, 2010, p.58). 

Correspondingly, we contend that when leaders exert their influence by 

hierarchical-decentralization, the implicit influence-based social hierarchy 

emerges to help leaders achieve high levels of team performance. Therefore, we 

predict:  

Hypothesis 1. Hierarchical-decentralization is positively related 

to team performance.   
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We further propose that when compared to centralization and 

decentralization, hierarchical-decentralization is more likely to produce higher 

levels of team performance. Given that hierarchical-decentralization can also be 

viewed as a hybrid of centralization and decentralization, it is more likely to 

confer the advantages of both centralization and decentralization without re-

producing the shortcomings of either. Indeed, when leaders exert their influence 

through hierarchical-decentralization, the influence-based social hierarchy created 

tends to help leaders to increase team effectiveness (e.g., Halevy et al., 2011; 

Magee & Galinsky, 2008), which is the major benefit of centralization. 

Meanwhile, it also tends to help leaders to enhance team members’ motivation 

(e.g., Anderson & Brown, 2010; Magee & Galinsky, 2008), reduce intra-team 

conflicts (e.g., Bunderson et al., 2016), and create comfortable work relationships 

(e.g., Tiedens & Fragale, 2003; Tiedens et al., 2007), which are the benefits of 

decentralization. In contrast, centralization alone has been found to hamper the 

fulfillment of members’ psychological needs, to impair members’ motivation, and 

to induce inter-personal conflicts (e.g., Locke & Latham, 1990; Schaubroeck, 

Shen, & Chong, 2017). While decentralization alone has been found to reduce 

efficiency in the decision-making process and performance-monitoring process 

(e.g., Lorinkova, Pearsall, & Sims, 2013; Yun et al., 2005). As a result, when 

leaders exert influence by either centralization or decentralization, they are less 

likely to achieve team performance as high as when they exert influence by 

hierarchical-decentralization. Therefore, we predict: 

Hypothesis 2. Hierarchical-decentralization has a stronger 

positive relation to team performance than either centralization 

or decentralization.   
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Method 

Research Participants and Design 

A between-groups design was used, with three different experimental 

conditions being manipulated (i.e., centralization, decentralization, and 

hierarchical-decentralization). One hundred eighty-three undergraduate students 

(118 women, 65 men) from nine departments of a public university in China 

participated in this study. Their average age was 20.60 years (SD=1.20). 

Participants were randomly divided into experimental teams, which were 

randomly assigned to one of the three experimental conditions. Each experimental 

team consisted of three unacquainted individuals. They were contacted one day 

before the experiment to make sure that the participants of each group did not 

previously know each other. To encourage engagement in the experiment, all 

participants were paid for their participation, with a chance to earn an additional 

monetary bonus for the top nine team performances at the end of the study. In 

total, 61 three-person teams were composed for our three experimental conditions 

(20 teams in the condition of centralization, 21teams in the condition of 

hierarchical-decentralization, 20 teams in the condition of decentralization). 

Team Task 

The Desert Survival Task was used in this experiment. Desert Survival 

Task was developed by Lafferty and Pond (1974), and has been widely adopted in 

prior research on teamwork and leadership (e.g., Giessner, van Knippenberg, van 

Ginkel, & Sleebos, 2013; Tarakci, Greer, & Groenen, 2016). It gives participants a 

scenario in which they have crash-landed in a desert area in the southwest US in 

mid-August; to survive, participants need to rank 15 items in order of their 

importance for survival in the desert (Lafferty & Pond, 1974). We used this task 
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because it mirrors real-life teamwork experiences in several important ways, such 

as requiring team members to work together to achieve a collective goal, 

interacting with each other frequently, resolving the disagreements or conflicts 

during the accomplishment of the task, and making final collective decisions. 

Procedure  

Upon arrival, participants were welcomed and randomly assigned a seat at 

a round table with three chairs. Participants were first asked to complete a 

questionnaire that was ostensibly used in leader role assignments (in fact, the roles 

were randomly selected; see Hildreth & Anderson, 2016; Galinsky, Gruenfeld, & 

Magee 2003). This questionnaire asked participants to report their demographic 

information, their grade point average, any leadership positions they had held in 

the university, and dominant personality as well as submissive personality.  

After filling out the questionnaire, participants were told that the 

experiment would have two parts. In the first part, they were going to complete 

the Desert Survival Task individually for 10 minutes. This deliberate design was 

devoted to familiarizing the participants with the scenario of Desert Survival, the 

details of the task, and their ranking for the 15 items). In the second part, they 

would work collectively as a team for 15 minutes to discuss and re-do the same 

Desert Survival Task.  

Specifically, in the first part of the experiment, participants were asked to 

complete the Desert Survival Task individually within 10 minutes. After they 

finished the task individually, in the second part of the experiment, participants 

were instructed that they would discuss and collectively work as a team to re-rank 

the 15 items of the same Desert Survival Task. They were further informed that 

their team’s final score would be assessed by the degree of the match between the 
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team’s final ranking and the expert’s ranking. The higher the match, the higher 

their team performance would be. In order to incentivize participants’ 

involvement, they were told that if their team were among the top nine among of 

all teams in the study, they would earn an additional monetary bonus. 

Then, experimental conditions (i.e., centralization, hierarchical-

decentralization, and decentralization) were manipulated. We manipulated these 

three experimental conditions by informing participants about the roles (e.g., team 

leaders, leader assistants, or team members) involved and the influence 

relationships among these roles.  

Specifically, for the experimental condition of centralization, participants 

were given the roles of team leader and team members. They were informed that 

each team had a team leader who controlled the group discussion, had the most 

power over team’s final ranking, made the final decisions when there were 

disagreements during group discussion, and submitted the final ranking. In 

contrast, team members had the least power over the final team ranking and 

should conform to the leader’s decisions unquestioningly. To increase the 

perceived legitimacy of the leader, participants were told that the leader role 

assignment was based on the responses to the questionnaire they had filled out at 

the beginning of the experiment; in fact, as previously noted, the leader was 

randomly assigned (Anderson & Berdahl, 2002; Van Bunderen et al., 2018; 

Hildreth & Anderson, 2016; Galinsky et al., 2003). After the roles were assigned, 

a name-role tag was put in front of each participant to identify him/her to other 

participants. Specifically, participants were given the following instructions:  

            You will now work together to survive in this desert. You should discuss how 

to solve this desert survival task. As in every survival team, you will have a 

team leader. XXX (the name of the participant) is assigned as a leader because 
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he/she got the highest score for the leadership questionnaire you had filled out 

at the beginning of the experiment. The leader is in charge of controlling group 

discussions and deciding the final rankings. If there are disagreements during 

group discussion, the team leader will make the final call which does not need 

to reach an agreement with team members, and the members should conform 

to leader’s decisions unquestioningly. You have 15 minutes for group 

discussion. When the time is over, the team leader should submit the final 

rankings. If you finish the task earlier, the team leader informs the 

experimenter. 

For the experimental condition of hierarchical-decentralization, 

participants were given the roles of team leader, leader-assistant (i.e., inner circle 

member), and team member. They were informed that each team had a team 

leader who was in charge of the group discussion, and a leader-assistant who 

helped the leader to manage the whole group discussion. They were further told 

that when there were disagreements during group discussion, leader and leader-

assistant should discuss them and make final calls together. Meanwhile, team 

member had the least power over the final team ranking and should conform to 

leader and leader-assistant’ decisions. Like in the condition of centralization, 

participants were told that their role assignments were based on the responses to 

the questionnaire they had filled out at the beginning of the experiment (again, it 

was assigned randomly). After the roles were assigned, a name-role tag was put in 

front of each participant identifying him/her to other participants. Specifically, 

participants were given the following instructions:  

              You will now work together to survive in this desert. You should discuss how 

to solve this desert survival task. As in every survival team, you will have a 

team leader who is in charge of managing group discussions, and a leader-

assistant who helps the leader to manage the group discussion and finish the 

task. XXX is assigned as leader and XXX is assigned as leader-assistant, 
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because they got the highest two scores for the leadership questionnaire you 

had filled out at the beginning of the experiment. If there are disagreements 

during group discussion, the leader should discuss with the leader assistant 

until reaching an agreement, and the member should conform to their 

decisions. You have 15 minutes for group discussion. When the time is over, 

the team leader should submit the final rankings. If you finish the task earlier, 

the team leader informs the experimenter.  

For the experimental condition of decentralization, participants were given 

the role of team leader and team member. They were informed that team leader 

only played as a moderator of group discussion, that all of them needed to reach 

agreements for any disagreements during group discussion, and that their final 

ranking would be a consensus decision. Like the condition of centralization and 

hierarchical-decentralization, participants were told that the team leader was 

assigned based on the responses to the questionnaire they had filled out at the 

beginning of the experiment (again, it was assigned randomly). After the roles 

were assigned, a name-role tag was put in front of each participant identifying 

him/her to other participants. Specifically, participants were given the following 

instructions:  

              You will now work together to survive in this desert. You should discuss how 

to solve this desert survival task together. As in every survival team, you will 

have a team leader. XXX (the name of the participant) is assigned as a leader 

because he/she got the highest score for the leadership questionnaire you had 

filled out at the beginning of the experiment. The leader just plays as a 

moderator of group discussion. If there is any disagreement during group 

discussion, all of you should discuss until reaching an agreement. The final 

rankings should be a consensus decision. You have 15 minutes for group 

discussion. When the time is over, I will collect the final rankings. If you finish 

the task earlier, please inform the experimenter. 
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When participants completed the group task, they were asked to privately 

complete a posttest questionnaire for manipulation check. 

Measures  

The main dependent variable is team performance. We assessed it by the 

degree to which the team ranking matches the expert’s ranking. Following the 

study conducted by Tarakci and his colleagues (2016), we used Spearman’s rank 

correlation coefficient between a team’s ranking and expert’s ranking to measure 

team performance because of the ordinal nature of the rankings. The range of 

Spearman’s correlation coefficient was from -1 to 1. The higher Spearman’s 

correlation coefficient was, the higher a team’s performance was. 

We measured two sets of variables for the manipulation check. First, at the 

end of the laboratory session, participants were asked to rate a two-item scale to 

check whether they agreed with their experiment conditions (1-yes, 2-no). 

Specifically, participants in the condition of centralization were asked to indicate 

1) whether they had a leader who controlled the group discussion, and 2) whether 

the leader made the final decisions when there were disagreements during group 

discussion. Participants in the condition of hierarchical-decentralization were 

asked to indicate 1) whether they had a leader who managed group discussion and 

a leader-assistant who helped the leader to manage, and 2) whether leader and 

leader-assistant made the final decisions together when there were disagreements 

during group discussion. Participants in the condition of decentralization were 

asked to indicate 1) whether that had a leader who played as a moderator of group 

discussion, and 2) whether they discussed until reaching agreements when there 

were disagreements during group discussion. Second, for every three-person 

team, participants were asked to rate the influence that other participants exerted 
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on team decisions during team task accomplishment (“how much influence this 

person exerts over team decisions [i.e., the final team ranking of the 15 items] 

during the task accomplishment”; from 1“not at all” to 5 “to a large extent”), in a 

round-robin design (Taracki et al., 2016). We calculated each participant’s 

influence score as the average ratings of his/her teammates.  

In addition, in the questionnaire which was ostensibly used for the 

assignment of the team leader role, we measured demographic information, their 

grade point average, any leadership positions they had held, dominant personality, 

and submissive personality. The scales of dominant personality (8-item, such as 

forceful and firm) and submissive personality (8-item, such as self-effacing and 

timid) were from the Interpersonal Adjust Scale (Wiggins, 1979). Participants 

were asked to rate the degree to which the words describe them, ranging from 1 

(does not describe me) to 7 (describe me very well). Cronbach’s alpha was 0.558 

and 0.634 respectively. Table 2.1 shows the details of these additional variables. 

Table 2.1 
Means, Standard Deviations, and Correlations Among Additional Variables 

 Mean S.D. 1 2 3 4 5 6 7 
1.Gender (1-male, 2-female) 1.54 0.48 1       
2.Age 20.60 1.20 -.07 1      
3. Grade Point Average a  2.64 1.10 -.13 -.12 1     
4.Leadership Position (1-yes, 2-no) 1.28 0.45 .19* .10 .11 1    
5. Dominant Personality 4.60 0.67 -.15* .08 -.05 -.07 1   
6.Submissive Personality 4.58 0.76 .16* .05 .11 .29* -.06 1  
7.Influence over Team Decision 3.20 0.65 -.23* -.10 -.13 -.19* .181* -.13 1 

Note: n= 183 students; 
a For grade point average, 1=top 5%, 2=top 10%, 3=top 15%, 4=other; 

          * p<0.05. 
 

Results 

Manipulation Checks 

We conducted two sets of manipulation check. First, each participant was 

asked to rate whether he/she agreed with his/her experimental condition through 
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two questions, as described above. The result showed that all participants agreed 

with their experimental conditions (i.e., 100% participants chose “1-yes”).  

Second, we checked whether leaders in the condition of centralization exerted 

more influence on team decisions than members did, whether leaders and 

members in the condition of decentralization had no influence differences on team 

decisions, and whether both leaders and leader assistants in the condition of 

hierarchical-decentralization exerted more influence on team decisions than 

members did. The results of one-way analysis of variance revealed that leaders in 

the condition of centralization had significantly higher influence over team 

decisions (Mean=4.07, SD=0.41) than members had (Mean=2.79, SD=0.54), F(1, 

58)= 87.92, p=0.00; while leaders in the condition of decentralization did not have 

significant higher influence over team decisions (Mean=3.33, SD= 0.47) than 

members had (Mean=3.15, SD=0.44), F (1, 58)=2.08, p=0.16. This suggests that 

our manipulations of centralization and decentralization were successful.  

Regarding the condition of hierarchical-decentralization, the results of 

one-way ANOVA showed that there were significant influence differences among 

leaders, leader assistants, and members, F (2,60) =24.69, p=0.00. When 

deconstructing the comparison among leaders, leader-assistants, and members, we 

found that members had significantly less influence over team decisions 

(Mean=2.57, SD=0.46) than leaders (Mean=3.62, SD=0.50) and leader assistants 

(Mean=3.36, SD=0.55), p<0.01 and p<0.01, respectively; and the influence 

difference between leaders and leader assistants was marginally significant 

(p=0.097). These results showed that our manipulation of hierarchical-

decentralization was effective. 

Hypothesis Testing  
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Hypothesis 1 predicted that hierarchical-decentralization would be 

positively related to team performance. Thus, in this experiment, we expected to 

see that team performance in the condition of hierarchical-decentralization was 

significantly higher than all non-hierarchical-decentralization conditions (i.e., 

centralization and decentralization). As expected, we found that teams in the 

condition of hierarchical-decentralization performed better than teams in non-

hierarchical-decentralization conditions1, with F (1,59) =8.75, p=0.04, η2
p =.129. 

Therefore, hypothesis 1 was supported. Figure 2.1 provides a graph of team 

performances in the conditions of hierarchical-decentralization and non-

hierarchical-decentralization. 

Figure 2.1.  
Team Performance in the Conditions of Hierarchical-Decentralization and Non-

Hierarchical-Decentralization  

 

Note: 1. “non-hier” represents the condition of non-hierarchical-decentralization, 
               including both centralization and decentralization; 
          2. “hier” represents the condition of hierarchical-decentralization. 

                         3. The scores in the bar chart are the means of team performance under each  
                             condition. 

 

                                                        
1 Teams in the condition of hierarchical-decentralization were coded as 1, while teams in both 
centralization and decentralization were coded as 0. 
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In hypothesis 2, we proposed that teams in the condition of hierarchical-

decentralization would perform better than either teams in the condition of 

centralization or teams in the condition of decentralization. This hypothesis was 

supported, as a one-way analysis of variance revealed that team performance 

significantly differed across the conditions of centralization, hierarchical-

decentralization, and decentralization, F (2,58) =4.38, p=0.02, η2
p =.131. Follow-

up planned contrasts revealed that teams in the condition hierarchical-

decentralization (H) performed significantly better than teams in either 

centralization (C) condition (Mean Difference (H-C) =0.17, SE=0.07, p=.02, 95% 

CI= [0.02,0.31]), or decentralization (D) condition (Mean Difference (H-D) 

=0.19, SE=0.07, p=.01, 95% CI= [0.05,0.33]).  Figure 2.2 shows team 

performance in the conditions of centralization, hierarchical-decentralization, and 

decentralization, respectively.  

Figure 2.2 
Team Performance in the Conditions of Centralization, Hierarchical-

Decentralization, and Decentralization

 
Note:  The scores in the bar chart are the means of team performance under each condition. 
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Discussion 

The purposes of this study (Study 1-1) were to theorize the form of 

hierarchical-decentralization, and to test the relationship between hierarchical-

decentralization and team performance. We conducted an experimental study to 

test our predictions regarding the effects of hierarchical-decentralization on team 

performance. We chose the experimental method to test our initial predictions 

because 1) the experimental method enabled us to “maximize internal validity” 

(van Bunderen et al., 2018, p1113); and 2) the experimental method allowed us to 

make a conclusion that it was hierarchical-decentralization per se that facilitated 

team performance, since we randomly assigned participants to teams, randomly 

assigned teams to experimental conditions, and randomly assigned participants to 

roles. As hypothesized, our experimental results showed that hierarchical-

decentralization was positively related to team performance; moreover, 

hierarchical-decentralization performed better in driving team performance than 

either centralization or decentralization. These findings lent support for the form 

of hierarchical-decentralization and its effects on team performance.  

However, we concerned about the external validity of our experimental 

method, such that whether our results would be able to be replicated in real work 

teams or whether they were only applicable to student teams. Also, because all the 

teams were newly-formed and only worked together for a short period of time, 

our study yielded limited opportunities to truly investigate team processes that 

underlie the effect of hierarchical-decentralization on team performance. As a 

result, we did not theorize or test the intervening mechanism for the positive 

relationship between hierarchical-decentralization and team performance. 
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Therefore, in order to address these issues, we conducted Study 1-2 (Chapter 3) in 

a field setting with real work teams. 
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CHAPTER 3 

 

WHY DOES HIERARCHICAL-DECENTRALIZATION FOSTER TEAM 

PERFORMANCE?  EXPLORE THE INTERVENING MECHANISM OF 

TEAM COORDINATION 

(STUDY 1-2) 
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Introduction 

In Study 1-1 of Chapter 2, we have identified a new form by which leaders 

exert their leadership influence over subordinates, conceptualized it as 

hierarchical-decentralization, and provided theoretical rationales for the positive 

effect of hierarchical-decentralization on team performance. Through a laboratory 

study, we have found that hierarchical-decentralization is positively related to 

team performance. Moreover, we have found that hierarchical-decentralization 

performed better in steering team performance than either centralization and 

decentralization. Although the results of Study 1-1 have shed new lights on 

hierarchical-decentralization and its positive relationship effect on team 

performance, we were not sure whether our experimental results can be generated 

to stable long-term work teams in the real organizational contexts. And we did not 

theorize or test the intervening mechanism through which hierarchical-

decentralization boosts team performance in Study 1-1. Therefore, to provide a 

more complete explanation of hierarchical-decentralization, we attempt, in this 

study, to explore two related issues in a field setting. One is the underlying 

mechanism through which hierarchical-decentralization fosters team performance. 

The other one is the conditions under which the benefit of hierarchical-

decentralization for team processes and ultimately for team performance tends to 

become more pronounced.   

We propose that the underlying mechanism by which hierarchical-

decentralization facilitates team performance is team coordination. Recent studies 

on functionalist theories of social hierarchy have suggested that the beneficial 

effect of social hierarchy on team performance is through fostering functional 

team processes, especially through increasing team coordination which ensures a 
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team to function as a unified and coordinate whole (Anderson & Brown, 2010; 

Halevy et al., 2011). For example, the latest meta-analysis of study on social 

hierarchy (Greer et al., 2018: p2) has pointed out that, “[i]n explaining the 

hierarchy-effectiveness relationship, the functionalist perspective proposes a 

positive pathway between hierarchy and team effectiveness via improved 

coordination-enabling processes”. Similarly, Bunderson and his colleagues (2016: 

p1269) have also demonstrated that “while past attempts to articulate these 

functional roles (of social hierarchy) have offered various explanations. [a] central 

and recurring theme is that hierarchy provides a robust solution to conflict and 

coordination problems by shaping patterns of deference and influence”. In line 

with these studies, given that an influence-based social hierarchy emerges as 

leaders exert their influence through hierarchical-decentralization, we argue that 

team coordination plays as an intermediating role to transfer the effect of 

hierarchical-decentralization on team performance.  

Scholars have also indicated that social hierarchy tends to be more 

beneficial under certain task characteristics and inter-team situations, since these 

characteristics or situations highlight the coordination demands (e.g., Anderson & 

Brown, 2010; Greer et al., 2018; Halevy et al., 2011; Halevy et al., 2012; Ronay et 

al., 2012). Informed by these studies, we further attempt to investigate the 

moderating effects of task interdependence and inter-team competitive intensity 

on the relationship between hierarchical-decentralization and team coordination, 

and on the indirect relationship between hierarchical-decentralization and team 

performance via team coordination. We propose that both task interdependence 

and inter-team competitive intensity strengthen the positive effect of hierarchical-

decentralization and team coordination, and ultimately on team performance.  
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In short, the study reported in this chapter further deepens our understanding 

of hierarchical-decentralization by investigating why and when hierarchical-

decentralization facilitates team performance, and by testing our model in real 

work teams. Figure 3.1 shows the theoretical model of Study 1-2. 

 
Figure 3.1 Theoretical Model of Study 1-2 

 

 
 

Theory and Hypothesis 

Hierarchical-Decentralization and Team Coordination 

Team coordination is defined as “the process of orchestrating the sequence 

and timing of interdependent actions… in order to align the pace and sequencing 

of team member contributions with goal accomplishment” (Marks, Mathieu, & 

Zaccaro, 2001: 367-368; see also Rico, Sanchez-Manzanare, Gil, & Gibson, 2008; 

Van de Ven, Delbecq, & Keoning, 1976). We propose that when leaders exert 

their influence over subordinates through hierarchical-decentralization, an 

influence-based social hierarchy is created to help leaders achieve higher levels of 

team coordination. This is because the influence-based social hierarchy provides 

an efficient means to guide members’ smooth and functional interactions by 

clarifying clear patterns of influence and deference (e.g., Halevy et al., 2011; 

Magee & Galinsky, 2008). Research on social hierarchy has long demonstrated 

that social hierarchy enables members to form a clear and collective 

Task Interdependence 
Inter-team Competitive Intensity 

 Team Coordination  Hierarchical-Decentralization   Team Performance 
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understanding of who exerts influence over whom and who defer to whom among 

them (e.g., Burderson et al., 2016; Simpson et al.,2012). It, accordingly, allows 

team members to know what they should and are expected to do (Halevy et al., 

2011), to understand whose opinions should be given more weight especially 

when disagreements arise (He & Huang, 2011), and to interact and communicate 

with each other smoothly and efficiently (Anderson & Brown, 2010). As a result, 

unproductive conflicts among team members tend to be minimized, thereby 

maximizing team coordination. Moreover, research on social psychology, which 

found that people unconsciously desire hierarchical relationships,  has also 

suggested that social hierarchy facilitates team coordination because social 

hierarchy creates a comfortable psychological environment in which people 

interact (e.g., Friesen et al., 2014; Lane, 1959; Tiedens & Fragale, 2003; Tiedens 

et al., 2007).    

In contrast, when a team is lack of social hierarchy, just as Magee and 

Galinsky (2008) have suggested, “work tends to become confusing, inefficient, 

and frustrating, and, thus, coordination suffers”. Worse yet, research has found 

that the lack of social hierarchy perpetuates role uncertainty, upsets the status quo, 

and easily leads members into contests for status and influence, thereby impairing 

team coordination (Ingram & Yue, 2008; Kilduff, Elfenbein, & Staw, 2010). 

Therefore, we argue that hierarchical-decentralization, as it created an influence-

based social hierarchy, tends to facilitate team coordination. Hence, we predict: 

Hypothesis 1. Hierarchical-decentralization is positively 

related to team coordination. 
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Task Interdependence as a Moderator 

Task interdependence captures the degree to which the accomplishment of 

tasks depends on the interconnectedness and coordinative effort of team members 

(Guzzo & Shea, 1992; Wageman & Baker, 1997). When a team performs highly 

interdependent tasks, the accomplishment of tasks largely hinges on the 

integration of individual members’ actions and contributions towards collective 

goals, on smooth and functional communications and interactions among team 

members, and on the effective solutions for disagreements during the process of 

task accomplishment (Saavedra, Earley, & Van Dyne, 1993). In other words, tasks 

cannot be finished unless all members perform in a coordinated way and teams 

efficiently integrate each member’s contribution. Therefore, task interdependence 

highlights the coordination demands on teams. Under such condition, 

hierarchical-decentralization tends to be particularly important for teams with 

high task interdependence, since it provides an efficient means to meet the 

coordination demands arising from task interdependence by fostering smooth 

communications among members (Anderson & Brown, 2010), offering a 

comfortable psychological environment for members to coordinate (Tiedens & 

Fragale, 2003; Tiedens et al.,2007), resolving conflicts and disagreements 

(Bunderson et al., 2016), and providing a structure to guide functional interactions 

among them (Magee & Galinsky, 2008).  

In contrast, when a team performs low interdependent tasks, the 

accomplishment of tasks creates few coordination demands, thereby weakening 

the need for team coordination. There tends to be, therefore, less difference 

between the team coordination produced by high and low hierarchical-

decentralization when teams perform low-interdependent tasks. We thus expect 
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that, as the tasks become more interdependent, the positive effect of hierarchical-

decentralization on team coordination tends to be more pronounced. Hence, we 

predict: 

Hypothesis 2. Task interdependence moderates the positive 

relationship between hierarchical-decentralization and team 

coordination, such that the relationship is stronger in teams with 

higher task interdependence.  

Inter-Team Competitive Intensity as a Moderator 

Inter-team competitive intensity captures the degree to which the 

competitions among teams are fierce, and thus reflects the environmental hostility 

and volatility (Auh, & Menguc, 2005; Dess & Beard, 1984). As inter-team 

competitions become more intense, a team faces more uncertainty (Dess & Beard, 

1984), its safety and resources are increasingly threatened (Cottrell & Neuberg, 

2005; Maner & Mead, 2010), and unpredictable problems are more likely to arise 

(Auh, & Menguc, 2005). This harsh and competitive environment, therefore, 

demands team members to pool their inputs, to prioritize group goals, and to 

behave in a coordinative way to fend off the impending threats posed by intensive 

inter-team competitions (Bornstein & Erev, 1994; Bornstein & Gneezy, 2002; 

Bornstein & Rapoport, 1988). In this way, inter-team competitive intensity 

highlights the high demands for team coordination. Under such condition, 

hierarchical-decentralization tends to become more important. This is because the 

influence-based social hierarchy created by hierarchical-decentralization enables a 

team to be well-equipped to weather the challenges from intensive competitions 

and to fulfill the need for team coordination by reducing conflicts and 

disagreements among team members (Bunderson et al., 2016), by increasing the 
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speed and quality of decision making (Anderson & Brown, 2010), and by 

facilitating team cohesion as well as cooperation among team members (Fein, 

2012; Moosa & Ud-Dean, 2011).  

In contrast, when a team faces less inter-team competitive intensity, it is 

not so important for team members to pool their contributions and work 

coordinately to fend off the impending threats posed by intensive inter-team 

competitions (Bornstein & Erev, 1994; Bornstein & Gneezy, 2002; Bornstein & 

Rapoport, 1988), therefore weakening the demands for team coordination. There 

tends to be, therefore, less difference between the team coordination produced by 

high and low hierarchical-decentralization when teams face lower inter-team 

competitive intensity. We thus expect that, as the inter-team competition becomes 

more intense, the positive effect of hierarchical-decentralization on team 

coordination tends to be more pronounced. Hence, we predict: 

Hypothesis 3. Inter-team competitive intensity moderates the 

positive relationship between hierarchical-decentralization and 

team coordination, such that the relationship is stronger in 

teams facing higher inter-team competitive intensity.  

Team Coordination and Team Performance 

Team coordination plays a critical role in promoting team performance, 

since it enables a team to smoothly and efficiently align the knowledge, actions, 

and objectives of individual members to achieve collective goals (Marks et al., 

2001; Rico et al., 2008; Van de Ven et al., 1976). Indeed, after reviewing ten years 

(1997-2007) of research on team effectiveness, Mathieu and colleagues (2008) 

have suggested the positive effect of team coordination on team performance. A 

meta-analysis conducted by LePine et al. (2008) has also reported the positive 
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relationship between team coordination and team performance. In contrast, when 

team coordination is poor, the effective orchestrating and synchronizing processes 

are lost, thereby hampering team performance. We, therefore, expect a positive 

effect of team coordination on team performance. Hence, we predict: 

Hypothesis 4. Team coordination is positively related to team 

performance.  

Team Coordination as a Mediator in the Relationship between Hierarchical-

decentralization and Team Performance 

Taking Hypothesis 2 which predicts the positive relationship between 

hierarchical-decentralization and team coordination, into account, we further 

suggest that team coordination plays a mediating role in the relationship between 

hierarchical-decentralization and team performance. Supporting this notion, 

Ronay and colleagues (2012: P670) have pointed out that, “[w]hen there is a clear 

hierarchy, division of labor and patterns of deference reduce conflict, facilitate 

coordination, and ultimately improve productivity”. Similarly, through 

coordination games in a laboratory setting, De Kwaadsteniet and van Dijk (2010) 

have found that social hierarchy serves as an important heuristic cue that helps 

individuals to coordinate their actions, and ultimately to increase collective 

outcomes. The latest meta-analysis of study on social hierarchy (Greer et al., 

2018: p2) has also summarized that “[i]n explaining the hierarchy-effectiveness 

relationship, the functionalist perspective proposes a positive pathway between 

hierarchy and team effectiveness via improved coordination-enabling processes”. 

We, therefore, propose that, when leaders exert influence through hierarchical-

decentralization, teams are more likely to experience high levels of team 

coordination, which ultimately enhances team performance. Hence, we predict: 
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Hypothesis 5. Team coordination has a mediating effect on the 

relationship between hierarchical-decentralization and team 

performance.  

Finally, we would suggest that task interdependence moderates the indirect 

effect of hierarchical-decentralization on team performance via team coordination. 

As discussed above, task interdependence highlights the demands for team 

coordination. Hierarchical-decentralization, as an efficient means of fulfilling 

such demands to deliver team coordination, becomes more important in 

promoting team coordination for teams performing highly interdependent tasks. 

This coordination benefit of hierarchical-decentralization, in turn, is more likely 

to increase team performance in teams with highly interdependent tasks. We thus 

expect that, as tasks become more interdependent, the indirect effect of 

hierarchical-decentralization on team performance through team coordination 

becomes more pronounced. Hence, we predict: 

Hypothesis 6. There is a moderated mediation effect of 

hierarchical-decentralization and task interdependence on team 

performance through team coordination. 

We would also suggest that inter-team competitive intensity moderates the 

indirect effect of hierarchical-decentralization on team performance via team 

coordination. As noted, inter-team competitive intensity emphasizes the 

coordination demand and requires a team to work as a coordinated whole, such as 

pooling individual members’ inputs together to collectively fend off impending 

threats and make quick and high-quality response to competitors’ actions, closely 

banding their members together, prioritizing group goals, and ensuring all 

members behave in a coordinative way (Bornstein & Erev, 1994; Bornstein & 
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Gneezy, 2002; Bornstein & Rapoport, 1988). Hierarchical-decentralization, as it 

enables a team to fulfill the coordination demand, becomes more important for 

teams which face high inter-team competitive intensity. The coordination benefit 

of hierarchical-decentralization, which is instrumental for bonding team members 

as a unified whole, in turn, is more likely to increase team performance for teams 

with high inter-team competitive intensity. We thus expect that, as inter-team 

competition becomes more insensitive, the indirect effect of hierarchical-

decentralization on team performance through team coordination becomes more 

pronounced. Hence, we predict: 

Hypothesis 7. There is a moderated mediation effect of 

hierarchical-decentralization and inter-team competitive 

intensity on team performance through team coordination. 

Method 

Sample and Procedures  

The survey data for this study were collected from a chemical company in 

China. Target participants were work teams consisting of one formally appointed 

leader and several team members. To ensure that this company provided an 

appropriate setting to test our model, prior to data collection, we not only went to 

the site to observe how people work, but also conducted interviews with team 

members, team leaders, and general managers. During the on-site interviews, our 

interviewees unanimously indicated that they worked in teams, that each team had 

a formal team leader and 2-9 team members, that they interacted frequently with 

peers as well as with their team leaders, and that they coordinated and were 

collectively responsible for team goals. Our observations and the interviews 
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revealed that this chemical company provided an excellent context in which to 

test our model. 

A total of 90 work teams, ranging in size from 3 to 10 persons, were 

identified and responded to our surveys. Following the suggestion that data should 

be collected from a diverse sample of teams to mitigate the effect of team types 

(Bunderson et al., 2016), our participating 90 work teams came from five different 

departments in the chemical company (e.g., R&D department, engineer 

technology department, information technology department, marketing 

department, and production department) and covered a wide range of functional 

areas, including R&D (18 teams), marketing (8 teams), finance (5 teams), 

administrative support (9 teams), engineering technology support (12 teams), 

information technology and system support (7 teams), and front-line production 

(31 teams).  

Data were collected at two time-points with a one-month interval and from 

different data sources (team member, team leader, and general manager). The 

sequence by which we collected the data was in line with our theoretical model. 

Specifically, Time 1 survey collected data on the dyadic influence relationships 

which were used to calculate independent variable (i.e., hierarchical-

decentralization), on moderators (i.e., task interdependence, and inter-team 

competitive intensity), and on control variables (i.e., demographic attributes). The 

Time 2 survey collected data on mediator (i.e., team coordination) and on 

dependent variable (i.e., team performance). Moreover, we had access to multi-

source data, including questionnaires distributed to team members, to team 

leaders, and to general managers who supervised the participating teams. Team 

members were asked to evaluate the dyadic influence relationship of each peer 
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and of team leader in a round-robin design (Time 1), task interdependence (our 

moderator, Time 1), and team coordination (Time 2). Team leaders were asked to 

rate the dyadic influence relationship of each subordinate in a round-robin design 

(Time 1), and inter-team competitive intensity (Time 1). Each general leader was 

asked to rate the performance of the teams he or she supervised (Time 2). We 

asked general managers, instead of team leaders, to rate team performance 

because we tried to (a) keep team performance rating independent of team process 

ratings and (b) to rule out the possibility that team leaders would give their own 

tea high scores. 

We distributed and collected questionnaires in the workplace. Each 

participant received a package containing a cover letter explaining the aim of the 

study, a questionnaire paper, and a return envelope. To ensure confidentiality, all 

the participants were informed that no names were required in any part of the 

questionnaire, were told that all their responses would be kept confidential, and 

were asked to seal the completed questionnaire in the return envelope and directly 

give us on site. We gave each participant a numerical code and wrote it on the 

questionnaire so that we could match the data from team members, team leaders, 

and general managers. 

We initially distributed Time 1 surveys to 90 teams consisting of 405 team 

members and 90 team leaders. Of these, 395 team members and 90 team leaders 

responded to our Time 1 survey. Roughly one month later, we distributed Time 2 

surveys to those 395 team members who responded to our Time 1 survey and 26 

general managers who supervised these 90 teams. All of them responded to our 

Time 2 survey. The final sample, therefore, consisted of 90 teams with 511 

respondents (395 team members, 90 team leaders, and 26 general managers). The 
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response rate among team members was 98%; among team leaders, it was 100%; 

and among general managers, it was 100%.  The average within-team response 

rate of the 90 participating teams was 98.5% (SD=5.8%), and 82 teams had a 

100% within-team response rate.  

Teams had 4.5 members (SD=1.9) on average, with an average age of 

32.53 years (SD=6.01), and an average tenure of 8.37 years (SD=6.48). 75.6% of 

team members were males. 48.2% of them were educated up to university level or 

above.  The average age of team leaders was 35.28 years (SD=6.10); 82.2% were 

males; an average tenure was 11.90 years (SD=7.05); and 55.6% of team leaders 

were well-educated (university level or above). The average age of general 

managers was 41.83 years (SD=6.23); the average tenure was 17.34 years 

(SD=9.71); 95.7% were males; and 91.3% were well educated (university level or 

above).  

Measures 

All scales used in this study were originally developed in English and 

translated into Chinese through a double-blind-back translation procedure 

(Brislin, Lonner, & Thorndike, 1973). 

Hierarchical-decentralization. In this dissertation, we defined 

hierarchical-decentralization as a structural form of influence through which 

leaders exert their influence over subordinates. We contended that leaders either 

adopt this form or do not adopt it. Therefore, we operationalized hierarchical-

decentralization as a dichotomous variable (We coded hierarchical-

decentralization as 1 but both centralization and decentralization as 0). 

Following the study conducted by Bunderson and colleagues (2016), we 

argued that hierarchical-decentralization is best detected through a dyadic rating 
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approach because such an approach can accurately capture who exert influence 

over whom within a team. We, therefore, measured hierarchical-decentralization 

using a round-robin design. Specifically, the respondents (both team leaders and 

team members) were asked to evaluate the influence of each person (including the 

team leader and every team member) in their work team using a three-item scale. 

The three items were: “this person exerts influence over me” (Bunderson et al., 

2016); “I defer to this person’s work-related opinions and input” (Joshi & Knight, 

2015); and “I yield to this person’s perspective, when we disagree” (Joshi & 

Knight, 2015). These three items were rated on a three-point scale, with 1 

indicating “not at all”, 2 indicating “somewhat”, and 3 indicating “to a large 

extent”. The Cronbach’s alpha was 0.76. We used the three-item scale, instead of 

Bunderson et al (2016)’s single item of dyadic influence, for one key reason: we 

included team leaders in the process of rating dyadic influence relationships. 

Since we involved team leaders, an approach that differs from Bunderson et al 

(2016) who excluded team leaders, we expected that the dyadic influence of our 

study would also come from authority and deference. As a result, the three items 

included one item adopted from Burderson et al (2016)’s single item of dyadic 

influence and two items adopted from Joshi and Knight’ (2015) dyadic deference 

scale.  

We used the average scores of the three influence questions to create a 

socio-matrix, within which Xij represents j’s influence over i as rated by i. Taking 

Team 01 of our sample as an example, X0201 (2.67) represents 01’s influence over 

02 was 2.67, as rated by 02 (See Table 3.1a). Given that dichotomous measures 

were required for our hierarchical-decentralization assessment, we then coded the 

scores of Xij as 1 when j can exert influence over i, or as 0 when j cannot exert 
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influence over i. Specifically, for each dyad between i and j, if Xij > Xji, which 

represented that j’s influence over i (as rated by i) was higher than i’s influence 

over j (as rated by j), we coded Xij=1. This indicated that j exerted influence over 

i. Meanwhile, we coded Xji=0 which indicated that i did not exert influence over j. 

If Xij = Xji ≠ 1, indicating that j’s influence over i (as rated by i) was equal to i’s 

influence over j (as rated by j), we coded Xij=1 and Xji=1, which meant that j 

exerted influence over i and i also exerted influence over j. If Xij = Xji =1, which 

meant that both i and j rated that the other party did not exert influence over 

him/her, we coded Xij=0 and Xji=0, which indicated that i and j did not exert 

influence over each other. Table 3.1b shows the 0-1 socio-matrix of the dyadic 

influence in Team 01.  

Table 3.1a 
 Socio-Matrix of Dyadic Influence in Team 01 

   j 
  i 01 02 03 04 05 06 

01 - 2.67 2.67 2.00 2.00 2.67 
02 2.67 - 2.33 2.00 2.33 2.33 
03 3.00 2.00 - 2.00 2.00 2.00 
04 2.67 2.00 1.67 - 1.67 1.67 
05 2.33 2.00 2.67 2.00 - 2.33 
06 3.00 2.67 2.67 3.00 2.33 - 

     Note: 1. The team size of Team 01 is 6.  
  2. 02, 03, until 06 represent members’ Code, and 01 represents team leader.  
  3. “2.67” represents the score of 01’s influence over 02, rated by 02. 

 
 

Table 3.1b 
0-1 Socio-Matrix of Dyadic Influence in Team 01 

    j 
  i 01 02 03 04 05 06 

01 - 1 0 0 0 0 
02 1 - 1 1 1 0 
03 1 0 - 1 0 0 
04 1 1 0 - 0 0 
05 1 0 1 1 - 1 
06 1 1 1 1 1 - 

Note: “1” represents j can exert influence over i; while “0” represents j cannot exert influence  
          over i. 
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After identifying all symmetric influence relationships (i exerts influence 

over j and j exerts influence over i, directly or indirectly), and all asymmetric 

influence relationship (i exerts influence over j while j cannot exert influence over 

i, directly or indirectly), each team got its form in which the team leader exerted 

influence over subordinates (i.e., centralization, hierarchical-decentralization, and 

decentralization). Figure 3.2 illustrated the process that Team 01 got its form by 

which its team leader exerted his influence over subordinates. As can be seen in 

Figure 3.2a, all leader-member relationships in Team 01 were symmetric 

influence relationships, which indicated that the team leader of Team 01 had 

mutual influence relationships with all his team members. As such, the form by 

which the leader of Team 01 exerts their influence over subordinates was 

categorized into decentralization (Figure 3.2 b). On the other hand, if all leader-

member relationships in a given team were asymmetric influence relationships, 

which meant that the leader exerted influence over all team members and did not 

allow any team member to exert influence over him/her (See Team 15 as an 

example in Figure 3.3a), such a team was categorized into centralization. Lastly, if 

only some of the leader-member relationships in a given team were symmetric 

influence relationships (the members who had symmetric influence relationships 

with the leader were the inner circle members), and meanwhile if the relationships 

between the inner circle members and the other members were asymmetric 

relationships, this meant that a leader influenced other team members through the 

inner circle members. Such a team was categorized into hierarchical-

decentralization (See Team 08 as an example in Figure 3.3b). In our ninety sample 

teams, there were twenty centralized teams, thirty-three hierarchical-decentralized 

teams, and thirty-seven decentralized teams. Appendix B provides a summary of 
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the forms in all sample teams. We then dummy-coded hierarchical-

decentralization as 1 and others (both centralization and decentralization) as 0 for 

our model test.  

  



 75 

Figure 3.2 
The Form in Which Team Leader of Team 01 Exerts his Influence over Subordinates 

                                                                                          
                        Figure 3.2a                                                                                                 Figure 3.2b                                  

01 

02 

03 

04 

05 

06 

01 

02 03 04 05 06 
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Note:   1.01 represents team leader; 02, 03 until 06 represent team members. 
2. Figure 3.2a shows all the dyadic influence relationships. After identifying all symmetric 

influence relationship (i exerts influence over j and j exerts over i, directly or indirectly), and all 
asymmetric influence relationship (i exerts influence over j while j cannot exert influence over i, 
directly or indirectly), Team 01 got its form—decentralization, as shown in Figure 3.2b. This is 
because all leader-member relationships of Team 01 were symmetric influence relationships, 
which meant that the team leader built mutual influence relationship with all team members.  

3. The directions of arrows represent the exerting-influence directions. Two-headed arrows 
indicate that the influence relationship is mutual (i can exert influence over j and meanwhile j can 
exert influence over i). 

 

 

Figure 3.3 Examples of Centralization and Hierarchical-Decentralization 

 

Figure 3.3a Centralization (Team 15) 

 

 

 

Figure 3.3b Hierarchical-Decentralization (Team 08) 

Note. 1. 01 represents team leader; 02, 03 until … represent team members; 
          2. The directions of arrows represent the exerting-influence directions. 
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01 

02 
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Task interdependence. Task interdependence was measured with a five-

item scale developed by Van Der Vegt and Janssen’s (2003). Items were: “I need 

information and advice from my colleagues to perform my job well”; “I have a 

one-person job; it is not necessary for me to coordinate or cooperate with others 

(reversed)”; “I need to collaborate with my colleagues to perform my job well”; 

“My colleagues need information and advice from me to perform their jobs well”; 

and “I regularly have to communicate with colleagues about work-related 

issues.”. These items were rated on a seven-point scale, ranging from 1 (highly 

disagree) to 7 (highly agree). The Cronbach’s alpha was 0.61. We obtained task 

interdependence scores by aggregating team members’ scores for task 

interdependence to the team level. The calculated intra-class correlations (ICC1 & 

ICC2) and within-group agreement values justified the aggregation of task 

interdependence into team level: ICC (1) = 0.16; ICC (2) =0.46; F (89, 305) 

=1.862, p<.001; median rwg(j)=0.90. 

Inter-team competitive intensity. Inter-team competitive intensity was 

measured with a five-item scale developed by Tjosvold et al. (2004). The original 

wording was slightly modified to fit our context. Items were: “In our department, 

teams structure things in ways that favor their own goals rather than the goals of 

other teams”; “In our department, teams have a ‘win-lose’ relationship”; “In our 

department, teams like to show that they are superior to each other”; “In our 

department, teams’ goals are incompatible with each other”; and “In our 

department, teams give high priority to the things they want to accomplish and 

low priority to the things other teams want to accomplish”. These items were 

rated using a seven-point scale, with 1 indicating “highly disagree” and 7 

indicating “highly agree”. The Cronbach’s alpha was 0.81. 
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Team coordination. Team coordination was measured with a five-item 

scale developed by Lewis (2003). Items were: “Our team worked together in a 

well-coordinated fashion”; “Our team had very few misunderstandings about what 

to do”; “Our team needed to backtrack and start over a lot (reversed)”; “We 

accomplished the task smoothly and efficiently”; and “there was much confusion 

about how we would accomplish the task (reversed)”. These items were rated 

using a seven-point scale, with 1 indicating “highly disagree” and 7 indicating 

“highly agree”. The Cronbach’s alpha was 0.70. We obtained team coordination 

scores by aggregating team members’ scores for team coordination to the team 

level. The calculated intra-class correlations (ICC1 & ICC2) and within-group 

agreement values justified aggregation of team coordination into team level: ICC 

(1) = 0.26; ICC (2) =0.61; F (89, 304) =2.60, p<.001; median rwg(j)=0.94. 

 Team Performance. Following suggestion in prior studies (e.g., Ancona 

& Caldwell, 1992; Burderson et al., 2016), we adopted a broad measurement to 

measure team performance because our sample teams covered a wide range of 

functional areas and performed very different tasks. Specifically, we measured 

team performance using a seven-item scale based on that of Bunderson et al. 

(2016). This scale captures seven important performance criteria, including 

efficiency, quality, working speed, task accomplishment, meeting deadlines, 

performance continuity, and overall performance. We asked each general manager 

to evaluate the performance of the teams he or she supervised using this scale. 

The Cronbach’s alpha was 0.91. 

Controls. To rule out possible alternative explanations for our results, we 

controlled for several variables. First, we controlled team size, because prior 

studies have suggested that it has an influence on both team processes and team 
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performance (e.g., Ancona & Caldwell, 1992). Second, we controlled 

demographic diversities (i.e., gender diversity, age diversity, education diversity, 

tenure diversity), since these demographic attributes of a team might also 

influence team processes and team performance (e.g., Bunderson et al., 2016). We 

obtained age diversity and tenure diversity by calculating the within-group SD 

(Harrison & Hlein, 2007); and obtained gender diversity and educational diversity 

through Blau’s (1977) index of diversity for categorical variables.  

Results 

Table 3.2 presents the means, standard deviations, and correlations among 

study variables. As can be seen, the directions of correlations were largely 

consistent with our proposed relationships, although several correlations were not 

statistically significant. For example, there was a positive correlation between 

hierarchical-decentralization and team coordination (.32, p<0.01), and a positive 

correlation between team coordination and team performance (.23, p<0.05). 
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Table 3.2 
Means, Standard Deviations, and Correlations among the Variables (Study 1-2) 

 Mean SD 1 2 3 4 5 6 7 8 9 10 
1 Team Sizea 5.50 1.92 1.00          
2 Age Diversity 4.87 2.42 0.02 1.00         
3. Tenue Diversity b 64.17 37.60 0.05 0.61** 1.00        
4. Education Diversity c 0.31 0.22 0.15 0.10 .022* 1.00       
5.Gender Diversity 0.26 0.19 0.11 -0.28** -.036** -0.08 1.00      
6.Hierarchical-Decentralization 0.37 0.48 0.05 -0.06 0.00 0.03 -0.08 1.00     
7.Inter-Team Competitive Intensity 3.40 1.30 -0.11 -0.24* -0.15 0.02 0.08 -0.07 1.00    
8. Task Interdependence  5.31 0.50 0.02 0.19  0.24* 0.13 -0.13 0.18 -0.17 1   
9.Team Coordination 5.61 0.59 -0.07 0.15  0.26* 0.09 -0.04     0.32** -0.16  0.27* 1  
10. Team Performance 6.06 0.66 0.05 -0.16 -0.12 0.18 -0.02 0.02 0.08 -0.04 0.23* 1 

Note: n=90 teams.  
          a For team size, it includes team leaders.   
                b In months.  
           cFor education, 1=secondary school or below, 2= high school or intermediate vocational education, 3= junior college, 4=university or above.  
          *p<0.05, **p<0.01. 
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To test our Hypothesis 1-Hypothesis 4, we used hierarchical regression analysis. As 

mentioned earlier, we dummy-coded our IV (i.e., hierarchical-decentralization) because of its 

categorical nature. All continuous predictors (i.e., controls and moderators) were standardized 

before being entered in the regression equations and before the interaction terms were 

created. Table 3.3 reports the results of hierarchical regression analyses. In Hypothesis 1, we 

proposed that hierarchical-decentralization would be positively related to team coordination. 

Our results supported this hypothesis (β=.41, p<0.01, △R2= .11, Model 2 of Table 3.3). 
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Table 3.3 
Results of Hierarchical Regression Analysis (Study 1-2) 

 DV: Team coordination  DV: Team Performance 

 Model 1 Model 2 Model 3 Model 4  Model 5 Model 6 Model 7 Model 8 
Variables β SE β SE β SE β SE  β SE β SE β SE β SE 

Intercept 5.61** 0.06 5.46** 0.07 5.48** 0.07 5.48** 0.07  6.06** 0.07 6.06** 0.09 6.06** 0.09 4.18** 0.73 
 
Controls         

 
        

Team size -0.06 0.06 -0.07 0.06 -0.08 0.06 -0.06 0.06  0.02 0.07 0.02 0.07 0.05 0.07 0.07 0.07 
Age diversity 0.00 0.08 0.02 0.07 0.00 0.08 0.00 0.07  -0.09 0.09 -0.09 0.09 -0.08 0.09 -0.08 0.09 
Tenure diversity 0.17* 0.08 0.16* 0.08 0.15† 0.08 0.15† 0.08  -0.08 0.09 -0.08 0.09 -0.07 0.10 -0.12 0.09 
Education Diversity 0.03 0.07 0.03 0.06 0.02 0.06 0.00 0.06  0.14† 0.07 0.14† 0.07 0.12 0.08 0.12 0.07 
Gender Diversity 0.05 0.07 0.07 0.06 0.07 0.06 0.06 0.06  -0.06 0.08 -0.06 0.08 -0.07 0.08 -0.09 0.08 
IV                  
Hierarchical-Decentralization (Hier)   0.41** 0.12 0.37** 0.12 0.38* 0.12    0.00 0.15 0.02 0.15 -0.11 0.15 
Moderators                  
Task Interdependence (Inter)     0.09 0.06 0.06 0.07      -0.03 0.09 -0.06 0.09 
Inter-team Competitive Intensity (Comp)     -0.06 0.06 -0.17* 0.08      -0.08 0.09 -0.02 0.09 
Interactions                  
Hier*Inter       0.03 0.13      0.00 0.16 -0.01 0.15 
Hier*Comp       0.26* 0.12      0.27† 0.15 0.18 0.15 
Mediator                  
Team Coordination                0.34* 0.13 
R2 0.08 0.19 0.23 0.27  0.08 0.08 0.11 0.18 
△ R2  0.11** 0.03 0.04   0.00 0.04 0.07* 

Note: n=90 teams. †p<0.1, *p<0.05, **p<0.01.
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In Hypothesis 2, we proposed that task interdependence would moderate the 

relationship between hierarchical-decentralization and team coordination, such that the 

relationship would be stronger for teams with high task interdependence. This hypothesis was 

not supported, since the interactive effect of hierarchical-decentralization and task 

interdependence on team coordination was not significant (β=.03, ns, in Model 3 of Table 

3.3).  

Hypothesis 3 predicted that inter-team competitive intensity would also moderate the 

relationship between hierarchical-decentralization and team coordination, such that the 

relationship would be stronger for teams facing high inter-team competitive intensity. As 

shown in Model 3 of Table 4, the interactive effect of hierarchical-decentralization and inter-

team competitive intensity on team coordination was significant (β=.26, p<0.05, △R2=.04). 

We further examined the simple slopes of the interaction between hierarchical-

decentralization and inter-team competitive intensity at values above and below one standard 

deviation of inter-team competitive intensity. We found that hierarchical-decentralization was 

significantly and positively related to team coordination when teams faced higher inter-team 

competitive intensity (β=.64, t=3.84, p<.001), but was not significantly related when teams 

faced lower inter-team competitive intensity (β=.12, t=0.61, ns, see Figure 3.4). These results 

supported Hypothesis 3.  
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Figure 3.4 
Interactive Effects of Hierarchical-Decentralization and Inter-Team Competitive Intensity on 

Team Coordination 

 
Note: “non-Hier” represents non-hierarchical-decentralization, and “Hier” represents hierarchical-
decentralization. 
 
 

In Hypothesis 4, we proposed that team coordination would be positively related to 

team performance. Our results supported this hypothesis (β=.34, p<0.05, △R2= .07, See 

Model 8 of Table 3.3).  

Lastly, in order to test our mediation hypothesis (Hypothesis 5) and moderated 

mediation hypotheses (Hypothesis 6 and Hypothesis 7), we utilized PROCESS for SPSS 

(Model 4 & Model 7, Hayes, 2013) with 5000 bootstrap samples. The results are summarized 

in Table 3.4. In Hypothesis 5, we predicted that team coordination would mediate the 

relationship between hierarchical-decentralization and team performance. This hypothesis 

was supported since there was a significant and positive indirect effect of hierarchical-

decentralization on team performance via team coordination (indirect effect=.14, 95% CI: 

[.04, .32]). Hypothesis 6 predicted a moderated mediation effect of hierarchical-

decentralization and task interdependence on team performance via team coordination. Our 
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results showed that the indirect effects of hierarchical-decentralization on team performance 

via team coordination were similar at high, moderate, and low task interdependence levels 

(indirect effect=.14, 95% CI: [.01, .38] for low task interdependence; indirect effect=.14, 95% 

CI: [.04, .33] for moderate task interdependence; indirect effect=.14, 95% CI [.02, .35] for 

high task interdependence). These rejected Hypothesis 6. Hypothesis 7 predicted that there 

would be a moderated mediation effect of hierarchical-decentralization and inter-team 

competitive intensity on team performance via team coordination. We found support for this 

moderated mediation hypothesis, as the indirect effect of hierarchical-decentralization on 

team performance via team coordination was positive and significant when inter-team 

competitive intensity was high (indirect effect=.24, 95% CI: [.07, .54]) and moderate 

(indirect effect=.14, 95% CI: [.04, 032]), but not significant when inter-team competitive 

intensity was low (indirect effect=.05, 95% CI: [-.06, .22]).  
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Table 3.4 
Bootstrap Results for Indirect Effect and Conditional Indirect Effects (Study 1-2) 

Hierarchical-Decentralization team CoordinationTeam Performance Indirect Effect LL 95% CI UL 95% CI 
Mediating Effect a .14 .04 .32 

Moderated Mediation:    
Task Interdependence b    

Low (-1SD) d .14 .01 .38 
Moderate (.00) .14 .04 .33 
High (+1 SD) .14 .02 .35 

Inter-Team Competitive Intensity c    
Low (-1SD) .05 -.06 .22 

Moderate (.00) .14 .04 .32 
High (+1 SD) .24 .07 .54 

Note: n=90 teams.  
    Bootstrap sample size=5000. 
    a To test the mediating effect, we used Model 4 (in PROCESS software) in which we included control variables and the two moderators as covariates. 
    b To test the moderated mediation effect of hierarchical-decentralization and task interdependence on team performance via team coordination, we used Model 7 (in 
PROCESS software) in which we included control variables and inter-team competitive intensity as covariates. 
    c To test the moderated mediation effect of hierarchical-decentralization and inter-team competitive intensity on team performance via team coordination, we used  
      Model 7 (in PROCESS software) in which we included control variables and task interdependence as covariates. 
    d Low= 1 SD below the mean; Moderate = mean value; High = 1 SD above the mean. 
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Supplementary Analyses: Comparisons among Centralization, Hierarchical-

decentralization, and Decentralization 

To further enrich our understanding of how the forms by which leaders exert their 

influence over subordinates affect team coordination and ultimately affect team performance, 

we complemented the formally hypothesized results with some supplementary analyses.  

In the above section, we only dummy-coded hierarchical-decentralization in order to 

examine the mechanism by which hierarchical-decentralization facilitated team performance 

and under what conditions the benefits of hierarchical-decentralization became more 

pronounced. We did not, however, separate centralization and decentralization (we coded both 

of them as 0 in the above section), or examine whether centralization, hierarchical-

decentralization, and decentralization, function differently in influencing team coordination 

and ultimately team performance. Therefore, we re-ran our theoretical model to compare the 

effects of these three forms (centralization, hierarchical-decentralization, and decentralization) 

on team coordination and ultimately on team performance. The results are reported in this 

section. 

First, we re-coded the forms by which leaders exert their leadership influence over 

team members (coding centralization as “1”, hierarchical-decentralization as “2”, and 

decentralization as “3”) and used ANOVA to compare team coordination among these three 

forms. Results showed that team coordination significantly differed across centralization, 

hierarchical-decentralization and decentralization, F (2,87) =5.20, p<0.01, η2
p =.11. Follow-up 

planned contrasts revealed that both centralized teams (Mean=5.53, SD=0.81) and 

decentralized teams (Mean=5.43, SD=0.48) produced significantly lower team coordination 

than hierarchical-decentralized teams (Mean=5.86, SD=0.48), p<0.05 and p<0.01 
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respectively. Regarding the comparison between centralization and decentralization, teams in 

centralization (Mean=5.53, SD=0.81) produced higher team coordination than teams in 

decentralization (Mean=5.43, SD=0.48). This difference, however, was not statistically 

significant (p=0.53). Figure 3.5 shows comparison among centralization, hierarchical-

decentralization, and decentralization.  

Figure 3.5 
The Mean of Team Coordination of Centralization, Hierarchical-Decentralization, and 

Decentralization 
 

 
            Note: The scores in the bar chart are the means of team coordination under each condition. 
 

 

We then attempted to compare, under the condition of task interdependence as well as 

under the condition of inter-team competitive intensity, whether teams in both centralization 

and decentralization would perform worse in steering team coordination than teams in 

hierarchical-decentralization. We re-coded teams into six team categories2 (1=centralization 

& high task interdependence, 2=centralization & low task interdependence, 3=hierarchical-

decentralization & high task interdependence, 4=hierarchical-decentralization & low task 

                                                        
2  High and low task interdependence are categorized by the values above and below one standard deviation of 
task interdependence. 
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interdependence, 5= decentralization & high task interdependence, and 6=decentralization & 

low task interdependence), and conducted ANOVA to compare team coordination among 

them. Our results showed that team coordination significantly differed across these categories, 

F (5, 24) = 4.345, p=0.006, η2
p =.47. Follow-up planned contrasts revealed that, as predicted, 

when teams performed high interdependent tasks, hierarchical-decentralization (M=6.14, 

SD=.32) produced significantly higher team coordination than decentralization (M=5.66, 

SD=.26), with p<0.05. Although hierarchical-decentralization also led to higher team 

coordination than centralization (M=5.83, SD=.66), this difference was not statistically 

significant (p=0.27). Figure 3.6 provides further insight into the comparison among the six 

team categories for task interdependence.   

 

Figure 3.6 
Interactive Effects of Forms that Leaders Exert Influence over Subordinates and Task 

Interdependence on Team Coordination 

 
Note: 1. The scores in the bar chart are the mean of team coordination under each condition. 
          2. Low and high task interdependence are categorized by the values above and below one  
              standard deviation of task interdependence. 
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Similarly, we tested team coordination differences among six team categories for 

inter-team competitive intensity3 to check whether hierarchical-decentralization produced 

higher team coordination than either centralization or decentralization when teams operated in 

high competitive environment. Results showed that team coordination differed marginally 

across these team categories, F (5, 23) =2.30, p=0.078, η2
p =.33. Follow-up planned contrasts 

revealed that, when teams faced high inter-team competitive intensity, hierarchical-

decentralization (M=5.94, SD=.58) led to significantly higher team coordination than 

centralization (M=4.75, SD=1.51). Although it also produced higher team coordination than 

decentralization (M=5.41, SD=.55), this difference was not statistically significant (p=0.23).  

Figure 3.7 provides further insight into the team coordination differences among 

centralization, hierarchical-decentralization, and decentralization, under the condition of inter-

team competitive intensity. 

 

 

 

 

 

 

 

 

                                                        
3 High and low inter-team competitive intensity are categorized by the values above and below one standard 
deviation of inter-team competitive intensity. 1=centralization & high inter-team competitive intensity, 
2=centralization & low inter-team competitive intensity, 3=hierarchical-decentralization & high inter-team 
competitive intensity, 4=hierarchical-decentralization & low inter-team competitive intensity, 5= decentralization 
& high inter-team competitive intensity, and 6=decentralization & low inter-team competitive intensity 
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Figure 3.7 
Interactive Effects of Forms that Leaders Exert Influence over Subordinates and Inter-Team 

Competitive Intensity on Team Coordination 

 
Note: 1. The scores in the bar chart are the mean of team coordination under each condition. 
          2. Low and high inter-team competitive intensity are categorized by the values above and below one  
              standard deviation of inter-team competitive intensity. 

 

Lastly, in regard to the mediating role of team coordination, we used PROCESS for 

SPSS (Model 4; Hayes, 2013) with 5000 bootstrap samples. Results showed that the indirect 

effect of centralization on team performance through team coordination was negative but not 

significant (indirect effect=-.06, 95% CI: [-.22, .08]); while the indirect effect of 

decentralization on team performance via team coordination was negative and significant 

(indirect effect=-.08, 95% CI: [-.24, -.01]).  

Discussion 

The purposes of this study (Study1-2) were to test the intermediating role played by 

team coordination in the relationship between hierarchical-decentralization and team 
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performance, and to examine the moderating roles played by task interdependence and by 

inter-team competitive intensity, under which the benefit of hierarchical-decentralization 

tended to be more pronounced. Through a field study with ninety work teams in a chemical 

company, we found that, as hypothesized, hierarchical-decentralization was positively related 

to team coordination, which, in turn, fostered team performance.  

We then included task interdependence and inter-team competitive intensity to explore 

whether these conditions moderated the relationship between hierarchical-decentralization 

and team coordination, as well as the indirect relationship between hierarchical-

decentralization and team performance via team coordination. Our results provided support 

for the moderating effects of inter-team competitive intensity. Specifically, our findings 

showed that hierarchical-decentralization was strongly and positively related to team 

coordination for teams with high inter-team competitive intensity, but not significantly for 

teams with low inter-team competitive intensity. Moreover, the moderating effect of inter-

team competitive intensity on the indirect relationship between hierarchical-decentralization 

and team performance via team coordination was also significant, such that this indirect 

relationship was significant and positive for teams facing high inter-team competitive 

intensity, but not significant for teams facing low inter-team competitive intensity. However, 

we were unable to identify the moderating effect of task interdependence on the relationship 

between hierarchical-decentralization and team coordination, or on the indirect relationship 

between hierarchical-decentralization and team performance via team coordination.  

The results of our supplementary analyses revealed that hierarchical-decentralization 

outperformed both centralization and decentralization in fostering team coordination, which 

in turn facilitated team performance. Especially when teams operated in environments with 
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higher inter-team competitive intensity, the coordination benefit of hierarchical-

decentralization was more prominence. These findings provide further support for and 

robustness to our theories.       

General Discussion of Study 1-1 and Study 1-2 

The question regarding how leaders exert their influence over subordinates to produce 

functional team dynamics and obtain high overall performance has long captured the attention 

of both scholars and practitioners. The vast literature on leadership has suggested a number of 

specific leadership styles, most of which can be categorized as either centralization or 

decentralization. Although advocates from both camps have provided theoretical and 

empirical evidence to support their arguments, there is so far no convincing and robust 

evidence showing which camp outperforms the other one. Moreover, neither centralization 

nor decentralization accounts for the key features of hierarchical-decentralization we 

described at the beginning of this dissertation. Therefore, in Study 1-1 and Study 1-2, we 

advance our understanding of how leaders exert their influence over subordinates by 

identifying and theorizing a new form by which leaders exert influence over subordinates—

hierarchical-decentralization, by providing theoretical rationales and empirical evidence for 

the positive effect of hierarchical-decentralization on team performance (Study 1-1), and by 

demonstrating why (the mediating role of team coordination) hierarchical-decentralization 

fosters team performance and when (the moderating role of task inter-dependence and inter-

team competitive intensity) the benefits of hierarchical-decentralization became more 

noticeable (Study 1-2).  

In study 1-1, based on an extensive review of the literature on political science and on 

social hierarchy, we conceptualized hierarchical-decentralization and defined it as a structural 
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form of influence by which leaders exert their influence over subordinates. Within this form, 

leaders build decentralized relationships only with a few members to create an inner circle 

and then disseminate their influence through the inner circle members to other team members, 

creating an implicit influence-based social hierarchy within a team. Furthermore, drawing on 

three research themes on the functionalist theories of social hierarchy, namely the social-

evolutionary perspective on social hierarchy, the Input-Process-Output Model perspective on 

social hierarchy, and the social psychological perspective on social hierarchy, we provided 

theoretical rationales for the positive effect of hierarchical-decentralization on team 

performance. Through an experimental study, we found that hierarchical-decentralization was 

positively related to team performance. Moreover, hierarchical-decentralization was able to 

produce higher team performance than either centralization or decentralization. These 

findings provided initial evidence for the positive effect of hierarchical-decentralization on 

team performance.    

In Study 1-2, we further demonstrated the intervening mechanism of team 

coordination that underlies the positive effect of hierarchical-decentralization and team 

performance, and the moderating roles of task-interdependence and inter-team competitive 

intensity. Through a field study, we found that team coordination mediated the relationship 

between hierarchical-decentralization and team performance. Moreover, we found that inter-

team competitive intensity moderated the relationship between hierarchical-decentralization 

and team coordination, as well as the indirect relationship between hierarchical-

decentralization and team performance via team coordination. Specifically, hierarchical-

decentralization was strongly and positively related to team coordination in teams facing high 

inter-team competitive intensity, but was not significantly related to team coordination in 



 95 

teams facing low inter-team competitive intensity. The moderating effect of inter-team 

competitive intensity on the indirect relationship between hierarchical-decentralization and 

team performance via team coordination was also significant, such that the indirect effect was 

significantly positive only for teams facing high inter-team competitive intensity. 

Supplementary analyses in Study 1-2 also confirmed that hierarchical-decentralization was 

more prominence in fostering team coordination and thereby promoting team performance 

than either centralization and decentralization, lending further support to our arguments.  

Theoretical Implications 

 Our research sketches a portrait of the relationship between hierarchical-

decentralization and team performance, the intervening mechanism of team coordination, and 

the contingent roles of task interdependence and inter-team competitive intensity. In doing so, 

Study 1 (including Study 1-1 and Study 1-2), reported in Chapter 2 and Chapter 3, makes 

three notable theoretical contributions to the current literature. 

First, our research advances our understanding of the forms by which leaders exert 

their influence over subordinates by introducing a new form—hierarchical-decentralization—

and demonstrating its validity. We show that the extant leadership theories focus almost 

exclusively on two dominant but opposing forms—centralization (e.g., authoritarian 

leadership, autocratic leadership, and directive leadership) and decentralization (e.g., 

empowering leadership, participative leadership, and shared leadership). However, neither of 

them is able to explicate the unique characteristics of hierarchical-decentralization. In Study 

1-1 and Study 1-2, we theorize this form as hierarchical-decentralization, and offer theoretical 

rationales for how it affects team performance. Seeking empirical verification of our new 

theory, we conducted both an experimental study (Study 1-1) and a field study (Study 1-2), 
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which provided the first empirical evidence for how and why hierarchical-decentralization 

facilitates team performance. Our results further reveal that it is team coordination that 

transfers the benefits of hierarchical-decentralization to team performance, and that the 

benefit of hierarchical-decentralization was more salient for teams facing high inter-team 

competitive intensity. Supplementary analyses in Study 1-2 also confirm that hierarchical-

decentralization perform better in fostering team coordination and ultimately in promoting 

team performance than either centralization and decentralization. As such, our theory and 

results provide new insight not only into the forms by which leaders exert influence over 

subordinates but also into the impacts of those forms on team processes and ultimately on 

team performance. Therefore, our research might also offer a promising perspective and a 

strong based for future research to further explore the form of hierarchical-decentralization. 

Second, our study adds knowledge to the burgeoning literature on social hierarchy on 

two major fronts. On the one hand, we contribute by considering the role of leaders in the 

formation of social hierarchy. Social hierarchy is widely viewed as a ubiquitous feature or 

fact of team life (e.g., Bunderson et al., 2016; Magee & Galinsky, 2008). Most existing 

studies, accordingly, do not consider how social hierarchy is created, or what the role played 

by team leaders in the formation of social hierarchy within a team. As a result, many of these 

studies have excluded team leaders and only focused on social hierarchy among team 

members (e.g., Bunderson et al., 2016; He & Huang, 2011; Van der Vegt, De Jong, 

Bunderson, & Molleman,2010). We argue that social hierarchy emerges as a result of leaders’ 

exerting their influence over team members, and we include leaders in analyses of social 

hierarchy, thus bringing a novel lens to the study of social hierarchy and extending our 

knowledge of hierarchy that could not be extrapolated from the existing literature. This may 
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also help to answer the question of “how acyclicity (social hierarchy) arises in groups and 

whether it is something that can be deliberately managed” (Bunderson et al., 2016: p1282).  

On the other hand, our study also contributes to the debate regarding whether social 

hierarchy fosters or stifles team performance by demonstrating the potential drawbacks of 

how social hierarchy is conceptualized and operationalized in most dysfunctional accounts. 

Although two perspectives of social hierarchy—the functional perspective and the 

dysfunctional perspective—have been debated for decades, a growing line of research 

supports the dysfunctional perspective (e.g., Greer et al., 2010; Taracki et al., 2015). The 

latest meta-analysis of studies on social hierarchy has even reinforced the dysfunctional 

perspective, reporting that social hierarchy is negatively related to team performance through 

increasing intra-team conflicts (Greer et al., 2018). However, following the research 

conducted by Bunderson et al. (2016), we argue that the conceptualization and 

operationalization of social hierarchy in most of the dysfunctional models might exaggerate 

the inequality and differentiation in influence or power among team members, and thus lead 

to a distorted picture of hierarchy. Indeed, although social hierarchy is widely viewed as a 

ranked orders of group members with respect to a valued resource, such as influence or power 

(for a review, see Magee & Galinsky, 2008), in most of these studies, the concept of hierarchy 

is replaceable with and measured by the concept of differentiation, inequality, or disparity in 

the valued resource (such as influence or power). Even the latest meta-analysis defined social 

hierarchy as “vertical differences between members in their possession of socially valued 

resources” (Greer et al., 2018). Hence, it is difficult to determine whether the negative 

hierarchy-performance relationship comes from social hierarchy itself or from the ways that 

scholars conceptualize and operationalize social hierarchy. In our research, echoing and 
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extending Bunderson et al.’s (2016) research, we contend that social hierarchy emerges as a 

result of leaders’ strategic choice of how exert their influence over subordinates, 

conceptualize and operationalize social hierarchy as cascading influence relations within a 

team (including leaders and members) through a social network design, and offer theoretical 

rationales as well as empirical support for the positive effects of social hierarchy on team 

performance. By doing so, we not only provide pronounced evidence for the functional 

perspectives on social hierarchy but also highlight the importance that the conceptualization 

and operationalization of social hierarchy should be in line with the nature of social hierarchy.  

In sum, our research reported in Chapter 2 and Chapter 3 offers important implications 

for the current research on social hierarchy, especially for the notion that social hierarchy is a 

double-edged sword that can both benefit and harm team processes and team performance. 

Which side of the sword is sharper might largely depend on how the sword is forged (i.e., the 

role played by team leaders) and how the sword is explicated (i.e., the conceptualization and 

operationalization of social hierarchy).  

Third, our research extends the vast leadership literature by showing that leaders 

exhibit opposing leadership strategies towards team members simultaneously—decentralizing 

with the inner circle members and centralizing with other members. Past research concerning 

the linkage between leadership style and team performance has concentrated on investigating 

the effect of specific leadership styles on team performance, and has treated the leadership 

styles as overarching constructs. A basic assumption behind these studies has been that 

leadership style at the team level is typically assumed as “an average leadership style, 

whereby leaders treat followers generally with the same level of directedness, consideration, 

and other factors.” (Lord et al., 2017: 442). Consequently, the possibility that leaders 
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differentiate leadership styles to different team members has generally been left unexplored. 

A notable exception was research conducted by Wu et al. (2010) which explored the effect of 

differentiated transformational leadership behaviors on group effectiveness. These authors 

defined differentiated transformational leadership as “a leader exhibits varying levels of 

individual-focused leadership behavior to different group members” and operationalized it as 

within-team variance in two dimensions of transformational leadership (i.e., individualized 

consideration and intellectual stimulation). However, this study focused on the within-team 

differentiation in one specific leadership style—transformational leadership—and did not 

explain why leaders differentiated their transformational leadership style among team 

members. In our research, we theorize that leaders strategically differentiate leadership 

strategies to efficiently exert their influence over subordinates—decentralizing with the inner 

circle members, centralizing with other members, and disseminating their influence through 

the inner circle members to other team members. Moreover, we also provide theoretical 

rationales and empirical support for the existence of such differentiation and its benefits for 

team processes and ultimately for team performance, thereby adding a new understanding of 

leadership at the team level. This might have important implications for future research in the 

area: Leadership style at the team level might not be a universal and overarching construct, 

and, accordingly, the differentiated leadership styles and its effects on team outcomes at the 

team level needed to be further explored. 

Limitations and Future Research Directions 

This series of studies reported in Chapter 2 and Chapter 3 has several strengths. For 

example, we use both an experimental study and a field study to test our model, which 

enables us to benefit from the rigor and internal validity of the experiential setting as well as 
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the generality of the field setting. In addition, in the field study, we collect data from a diverse 

sample of work teams, from different sources (team members, team leaders, and middle 

managers), and from different time points. This kind of data collection approach might 

decrease the methodological limitations, such as common method variance, thereby further 

increasing our confidence in our theoretical arguments and empirical findings.   

However, our research has several potential limitations that should be noted. First, the 

focus of our study has been on hierarchical-decentralization and its effects on team process 

and ultimately on team performance. We are therefore considering situations in which 

hierarchical-decentralization is already present (i.e., the inner circle has already chosen). We 

have not, therefore, theorized how leaders choose the inner circle members or empirically test 

it. Accordingly, we cannot currently offer insight into how and why leaders choose their inner 

circle, or whether the criteria by which leaders choose their inner circle affects team processes 

and ultimately affects team performance. Thus, a valuable extension of this research would be 

to delve further into the form of hierarchical-decentralization and explore how the inner circle 

is chosen and how it influences intra-team interactions, team processes, and team 

performance.  

Second, we used the subjective measurement of team performance. Although prior 

studies (e.g., Ancona & Caldwell, 1992; Burderson et al., 2016) have demonstrated that a 

broadly subjective measurement of team performance is appropriate for a diverse sample of 

work teams, like ours, it would be reassuring to verify that hierarchical-decentralization does 

have a positive effect on objective team performance. Moreover, a subjective measurement of 

team performance may be subject to contextual and supervisors’ personal biases. Therefore, it 

would be worth to replicate our model in testing objective team performance and to 
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investigate whether the subjective and objective measures of team performance could 

generate convergent results.  

Third, perhaps a more interesting research direction would be to inquire when 

hierarchical-decentralization is more beneficial for team processes and ultimately for team 

performance by considering various moderators. Our results showed that the positive effect of 

hierarchical-decentralization on team coordination and ultimately on team performance were 

salient for teams facing high inter-team competitive intensity. There might be other conditions 

under which the benefit of hierarchical-decentralization becomes more prominent, such as 

task ambiguity which highlights the need for team coordination (Valentine & Edmondson, 

2014), and membership instability which easily evokes tensions and conflicts (Tuckman, 

1965, Valentine & Edmondson, 2014).  Exploring these contingent factors might be an 

interesting avenue for future research.  

Practical Implication 

From a practical standpoint, our results are promising. Our findings suggest that, 

rather than concentrating leadership functions in leaders themselves (centralization) or 

empowering every team members (decentralization), an efficient and beneficial way for 

leaders to exert their influence over subordinates is to differentiate their leadership 

strategies—decentralizing with the inner circle and centralizing with other members—and 

then disseminate their influence through the inner circle to other members. Such hierarchical-

decentralization enables a team to enhance its coordination and ultimately increase overall 

performance. More importantly, team leaders can learn from our research that when teams 

operate in an environment with high inter-team competitive intensity, the benefit of 

hierarchical-decentralization is more salient, since it equips a team with the abilities to work 
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as a coordinated whole, such as pooling individual members’ inputs together to collectively 

fend off impending threats and make high-quality response to competitors’ actions, closely 

banding their members together, and prioritizing group goals. 
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CHAPTER 4 

IS LEADER-MEMBER EXCHANGE DIFFERENTIATION A HINDRANCE OR A 

PROMOTION TO SOCIAL INTERACTIONS AMONG TEAM MEMBERS AND 

TEAM PERFORMANCE? ACYCLICITY BREAKS THE “CURSE” OF LEADER-

MEMBER EXCHANGE DIFFERENTIATION  

(STUDY 2) 
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Introduction 

When leaders exert their influence over subordinates through hierarchical-

decentralization, an influence-based social hierarchy, or a vertical chain of influence, emerges 

to help leaders achieve better ruling and higher team performance. Similarly, such a vertical 

chain of influence might also exist among team members and might also have profound 

implications on members’ interactions. In this chapter, we try to apply the vertical chain of 

influence among team members, we follow Burderson’s research (2016) and refer it to 

acyclicity, to the research on LMX differentiation.  

Leader-member exchange differentiation (LMX differentiation) is defined as the 

variability in relationship quality between a team leader and his/her various team members 

(Erdogan & Bauer, 2010; Erdogan & Liden, 2002; Liden, Erdogan, Wayne, & Sparrowe, 

2006). Interestingly, the literature on leader-member exchange differentiation seems to 

suggest a “curse” for leaders. On the one hand, LMX differentiation is a fact of organizational 

life (Liden & Graen, 1980). On the other hand, given that LMX differentiation reflects that 

critical resources and support are unequally distributed among team members, the extant 

research has found that LMX differentiation creates relational boundaries (Anand, Hu, Liden, 

& Vidyarthi, 2011), triggers a sense of deprivation (Bolino & Turnley, 2009), spawns mutual 

antagonism (Cropanzano & Schminke, 2001), evokes hostility (Tse, Lam, Lawrence, & 

Huang, 2013), and damages team coordination (Li & Liao, 2014). It thereby induces conflicts 

among members (Hopper & Martin, 2008), and ultimately hinders task performance for both 

individual team members and teams as a whole (e.g., Li & Liao, 2014; Yu, Matta, & 

Cornfield, 2018). Indeed, a recent meta-analysis of studies on LMX differentiation has 

reinforced the argument regarding the detrimental effect of LMX differentiation (Yu et al., 
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2018), reporting that LMX differentiation disrupts team performance by inhibiting functional 

intra-team interactions (e.g., inducing intra-team conflicts). Even worse, some studies have 

found that LMX differentiation destroys the benefits of high LMX quality on members’ 

attitudes, behaviors, and task performance (e.g., Gooty & Yammarino, 2016; Van Breukelen, 

Konst, & Van Der Vist, 2002). Although a handful of studies have argued that LMX 

differentiation is beneficial for team performance because it enables important contributors to 

obtain sufficient resource and support (e.g., Liden et al., 2006), there is little research that 

provides empirical support for the notion of a positive main effect of LMX differentiation on 

team performance. Appendix C provides a summary of the studies on LMX differentiation.  

This leads to a few important but as-yet unaddressed questions: Does LMX 

differentiation necessarily impair social interactions among team members, and eventually 

harm team performance? And if not so, what are the factors that can offset the detrimental 

effect of LMX differentiation on intra-team relations and on team performance, or even turn 

that effect into a beneficial one?   

A deeper examination of the current literature on LMX differentiation reveals that 

most studies emphasizing the detrimental effect of LMX differentiation begin from a basic 

argument that team members perceive that they should be equally treated as they have no 

basis whatsoever on which to be differentiated. Such studies have argued that since members 

of a given team possess the same membership, occupy similar positions, report to the same 

leader, and can avail themselves of the same shared team resource, there is no basis for 

believing they can be treated differently (e.g., Liden et al., 2006; Liao, Liu, & Loi, 2010). As 

such, team members believe that they should have a similar status, and have equal access to 

leaders and resource, thereby being very sensitive to the LMX qualities that mirror their 
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relative status and value within a team (Anand et al., 2015; Liao et al., 2010; Yu et al., 2018). 

LMX differentiation, which reflects that members have unequal access to the leaders and 

resources, implies that members have different status in or value to a team (e.g., Liao et al., 

2006; Yu et al., 2018). As a result, when the members find that they have differentiated LMX 

quality with their leader, they feel that such differentiation violates the rule of equality, instills 

a sense of unfairness, and triggers affective tones of anger and hostility, which ultimately 

provokes relational problems and in turn damages team performance (e.g., Liden et al., 2006; 

Li & Liao, 2014; Hooper & Martin, 2008; Ford & Seers, 2006; Yu et al., 2018). But what 

happens if there is an acceptable basis for the differentiated leader-member exchange quality? 

What if team members accept that some of them have higher status and deserve to build 

higher LMX quality? This is important because members care about the basis on which they 

are differentiated, and tend to develop divergent reactions to such differentiation according to 

what they understand its basis to be (Chen, He, & Weng, 2018; Chen, Yu, & Son, 2014; 

Nishii & Mayer, 2009). 

Research on social hierarchy has long demonstrated that members do not always 

perceive that they are of equal status and value within a team (Anderson & Brown, 2010; 

Magee & Galinsky, 2008), which might provide a legitimate and acceptable basis for LMX 

differentiation. Specifically, this research has suggested that social hierarchy, defined as 

acyclicity— a vertical chain of influence within which influence cascades down from the 

more influential member to the less ones (Bunderson et al., 2016: p1269)— promotes an 

consensus regarding who has influence over whom and who defers to whom among team 

members (Simpson et al., 2012), clarifies expectations about roles and expected behaviors 

based on members’ placements in the social hierarchy (Biggart & Hamilton, 1984), and 
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enables team members to accept more influential members’ higher status and primacy (Ronay 

et al., 2012). Cascading influence relationships can arise from members’ superior experience, 

capability, performance, contribution, tenure, or other perceived merits (Bunderson et al., 

2016). No matter the sources of influence, social hierarchy or acyclicity cultivates the 

acceptance by one member of another member’s higher influence, status, value, and primacy 

(Bunderson et al., 2016; Simpson et al., 2012). In other words, in a team that has a high level 

of acyclicity, less influential members respectfully cede status and influence to more 

influential members and voluntarily defer to them, which implies that members accept that 

they do not have equal status in and value to their team (Bunderson et al., 2016). As a result, 

when the most influential members within acyclicity are exactly the members with highest 

qualities of LMX, members in this team are more likely to allow such LMX differentiation, or 

even take such differentiation as granted.  

Therefore, building upon the literature of acyclicity, we propose a three-way 

interaction model in this study to argue that when a team has a high level of acyclicity, and 

meanwhile when all of the most influential members within acyclicity are of highest 

relationship qualities with the team leader, LMX differentiation is less likely to trigger status 

conflicts and ultimately harms team performance. This is because the combination of these 

two factors tends to provide a legitimate and acceptable basis for LMX differentiation, 

thereby reducing the possibility of the detrimental effects of LMX differentiation on social 

interactions among team members and on team performance. See Figure 4.1 for the 

theoretical model of this study. 
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Figure 4.1 Theoretical Model of Study 2  

 

 

The study reported in this chapter contributes to the extant literature on two fronts. 

First, we integrate research on social hierarchy (acyclicity) with research on LMX 

differentiation to provide theoretical explanations for why LMX differentiation does not 

always have a detrimental effect on intra-team interactions, thereby offering new insight into 

the current literature on LMX differentiation. Many studies on LMX differentiation have 

consistently demonstrated the detrimental effects of LMX differentiation on social 

interactions among team members and on team performance (for the latest meta-analysis, see 

Yu et al., 2018). We argue that LMX differentiation is not evil in itself—what really matters 

is whether such differentiation has a legitimate and acceptable basis. We contend that 

acyclicity and the alignment between team members’ LMX statuses and their hierarchical 

influence levels within acyclicity (i.e., all of the most influential members within acyclicity 

are of highest relationship qualities with the team leader) jointly provide a legitimate and 

acceptable basis for LMX differentiation, which tends to offset the detrimental effects of 

LMX differentiation on team dynamics and on team performance. In doing so, we not only 

provide a novel insight into the ubiquitous phenomenon of LMX differentiation but also 
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portray a more complete and theoretically-integrated picture of how LMX differentiation 

impacts team outcomes.   

Second, our research also contributes to the burgeoning literature on social hierarchy 

(acyclicity) by providing additional evidence for the functional perspective on social 

hierarchy. As noted, although two contrasting perspectives—the functional perspective which 

argues that social hierarchy fosters team performance, and the dysfunctional perspective 

which suggests that social hierarchy impairs team performance—have been debated for 

decades (For reviews, see Anderson & Brown, 2010; Magee & Galinsky, 2008), there is an 

increasing number of studies to support the dysfunctional perspective. The latest meta-

analysis of studies on social hierarchy has even reinforced the dysfunctional perspective, 

reporting that social hierarchy is negatively related to team performance through increasing 

intra-team conflicts (Greer et al., 2018). We identify that acyclicity (social hierarchy), when 

team members’ hierarchical influence levels within it are aligned with their LMX statuses, 

tends to mitigate the detrimental effect of LMX differentiation on intra-team relations and 

ultimately on team performance, thereby adding support for the functional perspective on 

social hierarchy. 

Literature Review 

Extant Research on LMX Differentiation 

LMX differentiation, which reflects that a team leader forges differentiated 

relationship-quality with his/her team subordinates, is a ubiquitous phenomenon in 

organizational life (Anand et al., 2015; Liden & Graen, 1980; Yu et al., 2018). For example, 

Liden and Graen (1980) have found that LMX differentiation existed in more than 90% of the 
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teams they studied. Indeed, because of time and energy constraints, because of leaders’ 

personalities and behavioral styles, because of members’ characteristics (e.g., competency and 

tenure), and because of relational demographics between leaders and members (e.g., 

perceived similarity), it is common and inevitable that leaders develop different quality of 

relationship with their subordinates, ranging from low-quality transactional relationships to 

high-quality socio-emotional relationships (Bauer & Erdogan, 2015; Dulebohn, Bommer, 

Liden, Brouer, & Ferris 2012; Henderson, Liden, Glibkowski, & Chaudhry, 2009). 

LMX differentiation does not occur in a vacuum; rather, members are aware of such 

differences in treatments from leaders, which in turn affects the interactions among team 

members and ultimately team performance. Drawing on various theoretical perspective, LMX 

differentiation researchers have demonstrated the deleterious effects of LMX differentiation 

on social interactions among team members and eventually on task performance at both 

individual level and team level.  

One such perspective draws from relative deprivation theory (e.g., Anand et al., 2015; 

Bolino & Turnley, 2009). Relative deprivation theory focuses on affective reactions towards 

“the perceptions of discrepancy between the way things are and the way things ought to be” 

(Crosby, 1976: p56). It is argued that, when team members lack the LMX quality that they 

want and believe they deserve, they tend to experience a sense of deprivation (Bolino & 

Turnley, 2009). Such deprivation further triggers the members’ negative affective reactions, 

such as anger and resentments, which in turn becomes conduits to negative intragroup 

relations and ultimately to poor team performance (Bolino & Turnley, 2009; Smith et al., 

2012). For example, Bolino and Turnley (2009) have demonstrated that the LMX 

differentiation triggers low LMX members’ negative affective and behavioral reactions 
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because LMX differentiation made those members to experience a sense of relative 

deprivation. Similarly, Bauer and Erdogan (2015) also have demonstrated that “all the 

preconditions of relative deprivation are likely to be met in a typical leader-member dyad 

embedded in a workgroup. [t]his is because low LMX members lack high-quality 

relationships but desire those, for they see high LMX members obtaining greater social and 

economic rewards” (p267). 

A second perspective draws from social comparison theory. Scholars working in this 

vein have argued that individuals assess themselves by making comparisons to others whom 

they see as similar (Festinger, 1954). Just as Liao and her colleagues (2010) have 

demonstrated, that “[i]n a team setting, members possess the same membership, maintain 

regular interactions, are exposed to similar organizational resources, and work 

interdependently on relevant tasks. [c]onsequently, team members tend to mutually compare 

the quality of their relationships with supervisor and peers. [t]he experience of comparing 

with teammates may affect how a team member reacts to social exchanges with supervisor 

and peers in judging his or her own capability” (p.1094). In other words, group members 

consciously and unconsciously compare the LMX quality with their teammates to make sense 

of their relative standings within a team and to evaluate their work environment. This, in turn, 

profoundly impacts members’ emotional and behavioral reactions towards teammates and 

team as a whole (e.g., Greenberg, Ashton-James, & Ashkanasy, 2007; Menon, Kyung, & 

Agrawal, 2009; Vidyarthi, Liden, Anand, Erdogan, & Ghosh 2010). Once members notice 

their leader’s differential treatments, they, especial those with lower LMX quality, tend to 

experience unpleasant feelings, such as anger, frustration, and hostility, as well as to engage 
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in counterproductive work behaviors, intragroup conflicts, and turnover intention (e.g., Li & 

Liao, 2014; Hooper & Martin, 2008), eventually damaging team performance. 

A third perspective draws from balance theory. Studying triadic relationship among 

one leader with two members, balance theory has suggested that an unbalanced triadic 

relationship arises when the two teammates develop different-quality relationships with the 

same leader, which further give rise to negative interpersonal sentiments and dysfunctional 

interactions between these two teammates (Heider, 1958). Building upon balance theory, 

Sherony and Green (2002) have found that members tend to build positive co-worker 

exchange relationship with each other when they have similar LMX quality, but tend to build 

negative co-worker exchange relationship when they have divergent LMX relationship 

quality. Extending this line of research, Tse and colleagues (2013) have explored the 

psychological process caused by unbalanced triadic relationships. Their findings indicate that 

the dissimilarity in LMX between any pair of teammates provokes contempt for each other, 

thereby reducing perceptions of help received from each other. They further find that the poor 

perception of help received ultimately decreases members’ task performance. 

Remaining Issues in the Extant LMX Differentiation Research 

Although the extant research has shed light on our understanding of LMX 

differentiation, there have been three remaining issues that have inspired us to rethink the 

effects of LMX differentiation on social interactions among team members, and ultimately on 

team performance. 

First, the extant research on LMX has suggested two competing conclusions about the 

phenomenon of LMX at the individual level versus at the team level. Since 1970s when the 

pioneering studies posited leader-member exchange (LMX) theory (Dansereau, Graen, & 
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Haga, 1975), myriad studies that have considered LMX at individual level have consistently 

demonstrated the importance and benefits of high dyadic leader-member exchange quality for 

members’ attitudes, behaviors, and performance (e.g., Dulebohn, Bommer, Liden, Brouer, 

&Ferris, 2012; Gerstner & Day, 1997; Ilies, Nahrgang, & Morgeson, 2007; Rockstuhl, 

Dulebohn, Ang, & Shore, 2012; Schriesheim, Castro, & Cogliser, 1999). Following these 

studies, then by extension, one might assume that the ideal situation is to establish high LMX 

relationship with all members to obtain the optimal attitudinal and behavioral advantages. 

However, this ideal situation is not likely to occur in the real world. Scholars, who consider 

LMX at the team level, have found that LMX differentiation is a norm in workgroup, and 

such differentiation has unilaterally detrimental effects on intragroup relations and ultimately 

on team performance (For reviews, see Anand et al., 2015; Henderson et al., 2009; Yu et al., 

2018). Therefore, literature poses an interesting dilemma: at the individual level, LMX is 

important and beneficial; while at the team level, LMX differentiation is inevitable and 

detrimental. Indeed, just as Li and Liao (2014: p. 863) have pointed out, “our findings reveal 

the paradoxical nature of LMX phenomena: while LMX quality at the individual level has 

motivational consequences of driving role engagement and then job performance, LMX 

differentiation at the team level can hurt team performance via undermining team 

coordination”. We suggest that such paradoxical findings of LMX at the individual level 

versus at the team level may inspire us to give the phenomenon of LMX differentiation 

further consideration. 

Second, most research on LMX differentiation may overestimate members’ perception 

that they should be treated equally because they “share numerous similarities” (Liao et al., 

2010: p1092). Specifically, a plethora of prior research has generally built upon a basic 
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argument: since team members possess the same membership, occupy similar positions, 

report to the same leader, and are exposed to similar team resource within a team setting, team 

members tend to believe that they should have similar status and should be equally treated by 

leaders (Liao et al., 2010; Yu et al., 2018). As a result, if they do not receive similar 

treatments from leaders, they feel the rule of equality and justice has been violated, which 

ultimately harms team dynamics and performance. Such an argument has been widely used as 

the theoretical premise for the deleterious effects of LMX differentiation by prior studies, 

regardless of what theoretical perspectives they have drawn on. For example, research 

drawing on relative deprivation theory has argued that members, who have lower LMX 

quality than their teammates, tend to experience a sense of relative deprivation which then 

triggers relational problems and hurt team performance (e.g., Bolino & Turnley, 2009). This 

is because the members perceive that they should be equally treated by leaders, and the lack 

of such treatment leads them to believe that they do not have what they deserve (e.g., Bolino 

& Turnley, 2009; Smith et al., 2012). Similarity, studies from the perspective of balance 

theory have suggested that a balanced triadic relationship emerges when the pair of 

teammates has similar LMX quality, since members expect to have equal status (Sherony & 

Green, 2002). Dissimilarity in LMX qualities deviates from such expectations, and 

accordingly motivates members to fight for a balanced relationship by expressing hostility 

and engaging in poor interactions (Sherony & Green, 2002; Tse et al., 2013). However, this 

type of argument presents an incomplete picture of how LMX differentiation impacts intra-

team relations and performance. This is because, as touched on earlier, these studies ignore 

the possibility that members do not always perceive they should be treated equally—they may 
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also feel that forging differential LMX quality with leaders is acceptable or even expected, 

because some of them deserve to be treated better. 

Third, most of the prior studies failed to take into account the basis or foundation of 

LMX differentiation. Many existing studies on LMX differentiation have simply argued that 

leaders treat their subordinates differently and such differential treatments impair social 

interactions among team members and ultimately stifle team performance, without 

considering the basis or foundation on which leaders differentiate their subordinates. It is an 

unfortunate theoretical oversight. This is because members care about the basis or foundation 

on which they are treated differently, and their reactions to such differentiated treatments are 

based on what they understand its basis or foundation to be (Chen et al., 2018; Chen, Yu, & 

Son, 2014; Nishii & Mayer, 2009). If members believe the basis for the differentiated 

treatments is legitimate, they are less likely to generate negative reactions to such treatments; 

in contrast, if members believe it as illegitimacy, they are more likely to have strong negative 

reactions, which ultimately harms team performance. For example, Chen et al. (2018) have 

found that when LMX differentiation is in line with members’ task performance (this implied 

that members’ task performance is the basis of LMX differentiation), members view such 

LMX differentiation as justice, which offsets the negative effect of LMX differentiation on 

group proactivity.  

In light of these limitations, we argue that research on LMX differentiation can be 

advanced by taking into account the basis or foundation of LMX differentiation (addressing 

the third limitation), by demonstrating that members do not always perceive that they are of 

equal status and should be treated equally (addressing the second limitation), and by 

exploring the possibility of a beneficial effect of LMX differentiation on team dynamics and 
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team performance (addressing the first limitation). Therefore, in order to address these 

limitations, we draw on functional theories of social hierarchy to build a novel group-level 

model that—as noted— proposes that acyclicity (social hierarchy) and the alignment between 

team members’ LMX statuses and their hierarchical influence levels within acyclicity jointly 

create a legitimate and acceptable basis or foundation for LMX differentiation. We expect that 

this would offset the detrimental effect of LMX differentiation, and even convert it into 

positive. Given that LMX differentiation is most theoretically relevant to members’ 

disagreement over their relative standings within a team, we operationalize intra-team 

relations among team members as status conflict, defined as “disputes over people’s relative 

status positions in their group’s social hierarchy” (Bendersky & Hays, 2012). 

Theory and Hypothesis 

The Moderating Role of the Combination of Acyclicity and the Alignment between 

Team Members’ LMX Statuses and Their Influence Levels within Acyclicity  

As we explained earlier, acyclicity (social hierarchy) refers to a vertical and 

hierarchical chain of influence within which influence trickles down from members that are 

relatively more influential to members that are relatively less so, just like a waterfall 

cascading down through rocks of different bedrock layers (Bunderson et al., 2016). The 

cascading influence relationships can come from the members’ superior experience, 

capability, performance, contribution, tenue, or other merits (Bunderson et al., 2016; Chase, 

1980; Magee & Galinsky, 2008). Regardless of which merits determines, the end result of 

acyclicity (social hierarchy) is that the less influential members respectfully accept the more 

influential members’ values, status, and influence, and voluntarily defer to them (Bunderson 
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et al., 2016; Chase, 1980; Chase, Tovey, Spangler-Martin, & Manfredonia, 2002; Simpson et 

al., 2012; Shizuka & McDonald, 2012).  

Researchers have demonstrated that acyclicity(social hierarchy) introduces social 

order and structure (Anderson & Brown, 2010; Magee & Galinsky, 2008), provides teams 

with stability (Anderson & Brown, 2010), facilitates clear patterns of influence and deference 

(Bunderson et al., 2016; Magee & Galinsky, 2008), improves role clarity (Halevy et al., 

2010), allows team members to a way of understanding their placement within the team 

(Biggart & Hamilton, 1984; Dornbusch & Scott, 1975), and clarifies expectations about 

norms and expected behaviors based on their placements within social hierarchy (Biggart & 

Hamilton, 1984; He & Huang, 2011; Halevy et al., 2011). Such functions of acyclicity enable 

members to share the understandings regarding who exerts influence over whom, who defers 

to whom, whose proposals or opinions are given more weights, and who deserves to be 

allocated more resources (Anderson & Brown, 2010; Bunderson et al., 2016; Halevy et al., 

2011; He & Huang, 2011; Simpson et al.,2012). As such, when a team has a high level of 

acyclicity, members are apt to accept that they are not of equal value as well as status, know 

their relative standings within a team, and accordingly perceive that more influential members 

deserve to have higher status and get more access to resources and supports. Under such 

condition, when the most influential members are exactly members who build the highest 

LMX quality, team members are more likely to allow the different qualities of LMX and even 

take such LMX differentiation as granted, thereby providing an acceptable or legitimate basis 

for it.  

Accordingly, we introduce a new concept—alignment between team members’ LMX 

statuses and their hierarchical influence levels within acyclicity. We conceptualize this 
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alignment as a team-level construct capturing whether team members’ LMX ingroup-

outgroup status corresponds to their hierarchical influence levels within acyclicity. We 

contend that only when all of the most influential members within acyclicity are of the highest 

relationship qualities with the team leader, does the alignment occur. Otherwise, 

misalignment is present. To further illustrate this point, imagine a five-member (A, B, C, D, 

E) team within which Member A and Member B are the ingroup members who build the 

highest quality of LMX. When this team has high acyclicity, and when Member A and 

Member B are exactly the most influential members who can exert influence over all other 

members (C, D, and E), the alignment between team members’ LMX statuses and their 

hierarchical influence levels is present in this team. Otherwise, such alignment is absent. 

We propose that acyclicity and the alignment between team members’ LMX statuses 

and their hierarchical influence levels within acyclicity jointly determine the relationship 

between LMX differentiation and status conflict. We expect that the effect of LMX 

differentiation on status conflict is likely to be offset when (a) a team has a high level of 

acyclicity, and (b) team members’ ingroup-outgroup statuses are in line with their hierarchical 

influence levels within acyclicity. There are two possible reasons for this. First, only when 

acyclicity meets the alignment between team members’ LMX statuses and their hierarchical 

influence levels, their interplay tends to provide a legitimate and acceptable basis for LMX 

differentiation. As noted previously, members’ reactions to leaders’ differential treatments 

largely depend on the basis or foundation on which leaders offer such treatments (Chen et al., 

2014; Chen et al., 2018; Sias & Jablin, 1995). Only when members view the basis or 

foundations of leaders’ differential treatments as legitimate, those differential treatments are 

less likely to induce conflicts and disagreement among team members (Chen et al., 2014; 
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Chen et al., 2018; Nishii & Mayer, 2009). For example, through investigating the sense-

making processes regarding leaders’ differential treatments, Sias and Jabin (1995) have 

suggested that members generate positive perception about and reaction to a co-worker’s 

more favored treatments by a leader only when they perceived that such differential treatment 

is founded on the member’s actual competence. Similarly, Chen and her colleagues (2015) 

have demonstrated that when LMX differentiation is based on the members’ task performance 

and/or organizational citizenship behaviors, the negative effect of LMX differentiation on 

intragroup relational quality is attenuated. In the same vein, when a team is acyclicity 

structured and meanwhile when its team members’ influence levels and their ingroup-

outgroup status are aligned, it is the most influential members, who are perceived to have 

higher status in the eyes of other members, are exactly those ingroup members. This implies 

that the basis or foundation of LMX differentiation is team members’ influence levels within 

acyclicity. Under such condition, LMX differentiation tends to be viewed as fair, legitimate, 

and normative. As a result, LMX differentiation is less likely to spawn status conflict among 

team members. 

 Second, the interplay between acyclicity and the alignment between team members’ 

LMX statuses and their influence levels within acyclicity tends to reduce team members’ 

negative judgments on LMX differentiation, which in turn may reduce status conflicts arising 

from LMX differentiation. As touched upon earlier, research on LMX differentiation has 

demonstrated that it triggers affective tones of hostility, provokes mutual antagonism, and 

spawns conflicts because members hold negative judgments on LMX differentiation, such as 

injustice, unacceptability, and illegitimacy (e.g., Bolino & Turnley, 2009; Cropanzano & 

Schminke, 2001; Liden et al., 2006; Li & Liao, 2014; Tse et al., 2013). Accordingly, it is 
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logical to believe that if members hold less negative judgments, or even generate positive 

evaluations of LMX differentiation, the effects of such differentiation on status conflicts are 

less likely to emerge. Indeed, researchers have pointed out that acyclicity (social hierarchy) 

enables members to know what their roles are, what their placements within the team, what 

they and other members should and are expected to do, not only with tasks, but also in the 

interactions among them (Anderson & Brown, 2010; Bunderson et al., 2016; Halevy et al., 

2011; He & Huang, 2011; Simpson et al.,2012). As such, the interplay between acyclicity and 

the alignment between team members’ LMX statuses and influence levels tends to make team 

members believe LMX differentiation comes from their differences in influence levels within 

acyclicity, rather than from a biased treatment. As a result, members are less likely to hold 

negative judgments about LMX differentiation, and are therefore less likely to be involved in 

status conflicts.  

Hence, based on the two possible reasons above, we predict that the interplay between 

acyclicity and the alignment between team members’ LMX statuses and their influence levels 

within acyclicity offsets the detrimental effects of LMX differentiation on status conflict.  

In contrast, the detrimental effect of LMX differentiation status conflict tends to be 

stronger, when a team has high acyclicity but team members’ LMX statuses are misaligned 

with their hierarchical influence levels. When LMX differentiation meets high acyclicity as 

well as the misalignment, it is less influential members build higher-quality of relationships 

with leaders. Under such condition, acyclicity fails to provide a legitimate and acceptable 

basis for LMX differentiation. Even worse, team members easily to perceive that such 

differentiation violates the rule of equity, thereby inducing a strong sense of injustice. As a 

result, the relational problems tend to be aggravated among members. Hence, we predict:  
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Hypothesis 1: LMX differentiation, acyclicity, and the alignment between team 

members’ LMX statuses and their hierarchical influence levels have a three-way 

interactive effect on status conflict, such that LMX differentiation is not significantly 

related to status conflict when the teams have high levels of acyclicity and the 

alignment between team members’ LMX statuses and their influence levels is present, 

but is strongly and positively related to status conflict when the teams have high 

levels of acyclicity while the alignment between team members’ LMX statuses and 

their influence levels is absent. 

Status Conflicts and Team Performance 

In line with research on intragroup conflicts (e.g., Bendersky & hays, 2012; De Dreu 

& Weingart, 2003; de Wit, Greer, Jehn, 2012), we propose that status conflict hampers team 

performance because it distracts members from the accomplishment of tasks. Studies on 

status conflict have demonstrated that status conflict threatens members’ ego and implies 

incapability or disrespect in the eyes of other members (Bendersky & Hays, 2012). As a 

result, it redirects members’ attention and energy towards competitions for status instead of 

team performance (Bendersky & hays, 2012; De Dreu & Weingart, 2003). When team 

members spend less time and effort on task accomplishments and task-related issues, while 

more on non-task-related issues, team performance suffers (Hildreth & Anderson, 2016; 

Karau & Kelly, 1992). In addition, prior studies have found that status conflict restricts 

information sharing (Bendersky & Hays, 2012; Carnevale & Probst, 1998; Kozloski & Ilgen, 

2006), which ultimately hampers team performance. Therefore, we predict: 

Hypothesis 2: Status conflict is negatively related to team performance.  
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We further expect that status conflict serves as a critical mechanism for explaining 

how acyclicity and the alignment between team members’ LMX statuses and their 

hierarchical influence levels shape the effects of LMX differentiation on team performance. 

Indeed, this argument is consistent with prior studies on LMX differentiation which have 

pointed out the detrimental effects of LMX differentiation on team performance arise because 

it triggers relational problems among team members (e.g., Yu et al., 2018). Therefore, we 

predict:     

             Hypothesis 3: Status conflict mediates the relationship between LMX 

differentiation and team performance.  

Method 

Sample and Procedures  

The survey was conducted at a chemical company in China. A total of 90 work teams, 

ranging in size from 3 to 10 persons, were invited to participate in our survey. These 90 teams 

came from different departments of the chemical company (e.g., R&D department, 

information technology department, marketing department, and production department) and 

covered a wide range of functional areas, including R&D (18 teams), marketing (8 teams), 

finance (5 teams), administrative support (9 teams), engineer technology support (12 teams), 

Information technology and system support (7 teams), and front-line production (31 teams).  

We collected data at two time-points with a one-month interval and from different 

data sources (team members and general managers). The sequence by which we collected the 

data was in line with our theoretical model. At Time 1, team members were asked to evaluate 

LMX, dyadic influence (through a round-robin design) which was used to calculate acyclicity, 
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and demographic attributes. At Time 2, team members were asked to rate other members’ 

LMX statuses through a round-robin design, and to rate status conflicts. Moreover, we invited 

the general managers who supervise the 90 participating teams to rate team performance at 

Time 2.    

Questionnaires were distributed and collected in the workplace. Each participant 

received a package containing a cover letter explaining the aim of the study, a questionnaire 

paper, and a return envelope. To ensure confidentiality, all the participants were informed that 

no names were required in any part of the questionnaire, were told that all their responses 

would be kept confidential, and were asked to seal the completed questionnaire in the return 

envelope and give it to us directly on site.  

We initially distributed Time 1 surveys to 405 team members who belonged to 90 

participating teams. Of these, 395 team members responded to our Time 1 survey. Roughly 

one month later, we distributed Time 2 surveys to those 395 team members who responded to 

our Time 1 survey, and to 26 general managers who supervised those 90 teams. All of them 

responded to our Time 2 survey. The response rate among team members was 98%; and 

among general managers, it was 100%. Of these 90 teams, we excluded data from one team 

because more than 50% of the members of this team did not fully finish rating the scale of 

status conflict (our mediator). The final sample, therefore, consisted of 89 teams with 417 

respondents (391 team members 26 general managers). The average within-team response 

rate of the 89 participating teams was 98.5% (SD=5.8%), and 81 teams had a 100% within-

team response rate.  

Teams had 4.5 members (SD=1.9) on average, with an average age of 32.54 years 

(SD=6.02), and an average tenure of 8.38 years (SD=6.48). 75.8% of members were males, 
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and 47.9% were educated up to university level or above. The average age of general 

managers was 41.83 years (SD=6.23), the average tenure was 17.34 years (SD=9.71). 95.7% 

of general managers were males, and 91.3% were well-educated (university level or above).  

Measures 

All scales used in this study were originally developed in English and translated into 

Chinese through a double-blind-back translation procedure (Brislin et al., 1973). 

LMX differentiation. LMX was measured with Graen and Uhl-Bien (1995)’s seven-

item scale (LMX-7). Sample items included: “Do you know where you stand with your 

leader … do you usually know how satisfied your leader is with what you do?”; “How well 

does your leader understand your job problems and needs?”; and “How well does your leader 

recognize your potential?”. These items were rated on a five-point scale, ranging from 1 (not 

at all) to 5 (to a large extent). The Cronbach’s alpha was 0.86. Following prior studies (e.g., 

Chen et al., 2015; Li & Liao, 2014, Seo et al., 2018), we obtained LMX differentiation by 

calculating the within-team standard deviation on team members’ LMX scores.  

Acyclicity. Following the study conducted by Bunderson and colleagues (2016), we 

argued that acyclicity (social hierarchy) is best detected through a dyadic rating approach, 

because it can accurately capture who exert influence over whom within a team. We, 

therefore, measured acyclicity on a three-item scale using a round-robin design. Specifically, 

team members were asked to evaluate the extent to which each teammate of their team “1) 

This person exerts influence over me”; “2) I defer to this person’s work-related opinions and 

input”; and “3) I yield to this person’s perspective, when we disagree” (1=not at all, 

2=somewhat, 3=to a large extent. Bunderson et al., 2016; Joshi & Knight, 2015). The 

Cronbach’s alpha for this three-item scale was 0.78. 
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Same as what we did for hierarchical-decentralization, detailed in Chapter 3, we used 

the average scores of the three influence questions to create a socio-matrix within which Xij 

represents the j’s influence over i, as rated by i. Given that dichotomous measures were 

required for calculating acyclicity, we then coded the scores of Xij as 1 when j can exert 

influence over i, or 0 when j cannot exert influence over i. Specifically, for each dyad between 

i and j, if Xij > Xji, which represented that j’s influence over i (as rated by i) was higher than 

i’s influence over j (as rated by j), we coded Xij=1. This indicated that j exerted influence over 

i. Meanwhile, we coded Xji=0, which meant that i did not exert influence over j. If Xij = Xji ≠ 

1, which indicated that j’s influence over i (as rated by i) was equal to i’s influence over j (as 

rated by j), we code Xij=1 and Xji=1, which meant that j exerted influence over i and i also 

exerted influence over j. If Xij = Xji =1, which indicated that both i and j rated that the other 

person did not exert influence over him/her, we coded Xij=0 and Xji=0, meaning that i and j 

did not exert influence over each other. 

After creating the 0-1 dichotomous socio-matrix for each team, following the study 

conducted by Bunderson et al (2016), we used Krackhardt’s (1994) network hierarchy 

formula to calculate acyclicity: 

𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀𝐀 = 𝟏𝟏 − [
𝐕𝐕

𝐌𝐌𝐌𝐌𝐌𝐌(𝐕𝐕)] 

In this formula, V represents the total number of the symmetric influence relationships 

(i exerts influence over j and meanwhile j also exert influence over i, directly or indirectly) in 

the network. Max(V) is the total number of connected influence relationships (i exerts 

influence over j or j exerts influence over i, directly or indirectly) in the network. In other 

words, the connected influence relationship means that in a dyad between i and j, if i and j are 

connected, no matter who exerts influence over whom, or whether they were connected 
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directly or indirectly, this dyad is considered a connected influence relationship. The score of 

acyclicity can range from 0 to 1. The higher the score was, the higher level of acyclicity a 

team had. 

The alignment between team members’ LMX statuses and their influence levels 

within acyclicity. According to our definition, the alignment between team members’ LMX 

statuses and their influence levels within acyclicity refers to whether team members’ ingroup-

outgroup status of LMX is in line with their hierarchical influence levels. In other words, this 

construct captures whether all of the most influential members within acyclicity are of the 

highest quality of relationship with their team leader.  

Ingroup status of LMX was measured with a single item using a round-robin design4. 

The item provided an explanation of ingroup status— “In the real team life, team leaders 

usually build higher-quality socio-emotional relationships with several team members than 

other members. [t]hese members get more attention, more support, and more resource from 

leaders than other members. [w]e call these team members as leaders’ ingroup members”. 

Following this explanation, this item then asked team members to evaluate the degree to 

which each member of their team “is the leader’s in-group member” (1=highly disagree to 

7=highly agree). We assessed each member’s in-group status score by calculating the average 

rating of his/her teammates. The member (s) who had the highest score (s) was identified as 

the ingroup member (s).  

                                                        
4 We used this other-rated method using a round-robin design to measure the ingroup status, instead of using 
the score of self-reported LMX (such as ranking the self-reported LMX scores in each team, and then viewing 
those with the highest scores as ingroup members) because other-rated method is in line with our theoretical 
argument—the ingroup-outgroup status is in the eyes of other members rather than in the eyes of members 
themselves.     
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Hierarchical influence levels within acyclicity, on the other hand, was identified based 

on the structure of acyclicity in each team. After identifying all symmetric influence 

relationships (i exerts influence over j and meanwhile j also exert influence over i, directly or 

indirectly), all asymmetric influence relationships (i exerts influence over j but j cannot exert 

influence over i, directly or indirectly), and all connected influence relationships, each team 

got its intra-team influence structure (i.e., who exert influence over whom within a team). The 

member(s) who exerted influence over the largest number of teammates was identified as the 

most influential member (s).  

We coded the alignment between team members’ LMX statuses and their influence 

levels within acyclicity as 1 when the in-group member (s) was exactly the most influential 

member(s), and others as 0. 

Status Conflict. Status conflict was measured with a four-item scale developed by 

Bendersky and Hays (2012). Items were: “My team members frequently took sides (i.e., 

formed coalitions) during conflicts”; “My team members experienced conflicts due to 

members trying to assert their dominance”; “My team members competed for influence”; and 

“My team members disagreed about the relative value of members’ contributions”. These 

items were rated on a seven-point scale, with 1 indicating “highly disagree” and 7 indicating 

“highly agree”. Cronbach’s alpha was 0.93. We obtained status conflict scores by aggregating 

team members’ scores of status conflict to the team level. The calculated intra-class 

correlations (ICC1 & ICC2) and within-group agreement values justified aggregation of team 

coordination into team level: ICC (1) = 0.43; ICC (2) =0.77; F (88, 302) =4.43, p<.001; 

median rwg(j)=0.97. 
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Team Performance. Following the suggestion of prior studies (e.g., Ancona & 

Caldwell, 1999; Burderson et al., 2016), we adopted a broad measurement to measure team 

performance because our sample teams covered a wide range of functional areas and 

performed very different tasks. We measured team performance through a seven-item scale 

based on the scale of Bunderson et al. (2016). The scale captures seven important 

performance criteria, including efficiency, quality, working speed, task accomplishment, 

meeting deadlines, performance continuity, and overall performance. We asked each general 

manager to evaluate the performance of the teams he/she supervised using this seven-item 

scale. The Cronbach’s alpha was 0.88. 

Controls. In line with prior LMX differentiation studies (e.g., Chen et al., 2015; Liden 

et al., 2006; Li & Liao, 2014), we controlled for the effect of group-mean LMX quality. We 

also controlled team size and teams’ demographic diversities (i.e., gender diversity, age 

diversity, education diversity, tenure diversity, diversity of dual-tenure with leader) because 

prior studies have suggested that these demographic attributes of a team influence team 

processes and team performance (e.g., Seo et al., 2018). We obtained age diversity, tenure 

diversity, and dual-tenure diversity by calculating the within-team standard deviation 

(Harrison & Hlein, 2007); and obtained gender diversity and educational diversity through 

Blau’s (1977) index of diversity for categorical variables. 

Results 

Table 4.1 presents the means, standard deviations, and correlations among study 

variables. As can be seen, the directions of correlations were largely consistent with our 

anticipated relationships. For example, there was a negative correlation between status 

conflict and team performance (-.39, p<0.05). Moreover, as expected, LMX differentiation 
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was not significantly related to status conflicts (.17, ns), suggesting that LMX differentiation 

itself may not evil per se to trigger status conflicts. 
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Table 4.1 
Means, Standard Deviations, and Correlations among Variables (Study 2) 

 Mean SD 1 2 3 4 5 6 7 8 9 10 11 12 
1.Group Mean LMX 3.70 0.41 1.00            
2.Team Sizea 5.53 1.91 -0.03 1.00           
3.Age Diversity 4.44 2.40    0.28** 0.12 1.00          
4.Tenue Diversity b 56.75 35.30 0.14 0.18     0.45** 1.00         
5.Dual-Tenue Diversity b 21.73 23.55 0.01 0.11   0.27*     0.30** 1.00        
6.Education Diversity c 0.29 0.24 -0.01    0.42** 0.03   0.25* 0.03 1.00       
7.Gender Diversity 0.25 0.22 -0.08 0.20 -0.19    -0.10  -0.16 0.10 1.00      
8.LMX Differentiation 0.56 0.25 -0.04 0.14 0.12 0.12 0.03 0.01 -0.02 1.00     
9.Acyclicity 0.37 0.39 0.14     -0.20 0.01    -0.02  -0.18 -0.12 -0.22* 0.09 1.00    
10.Alignmentd 0.25 0.43 0.06     -0.09 0.04 0.03  -0.13 -0.06 -0.06 0.10   0.52** 1.00   
11.Status Conflict 2.37 1.03 -0.17     -0.07 -0.12 -.022* 0.03 -0.09 -0.00 0.17 0.00 -0.18 1.00  
12. Team Performance 6.05 0.66 0.13 0.07 0.02 0.08 0.15 0.11 -0.02 -0.08 -0.02 0.07   -0.39** 1 

Note: n=89 teams.  
          a For team size, it includes team leaders.   
          b In months.  
          c For education, 1=secondary school or below, 2= high school or intermediate vocational education, 3= junior college, 4=university or above. 
                d represents the alignment between team members’ LMX statuses and their influence level within acyclicity.     
          *p<0.05, **p<0.01. 
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We used hierarchical regression analysis to test our hypotheses. All continuous 

predictors (i.e., control variables, LMX differentiation, and acyclicity) were standardized 

before being entered in the regression equations and before the interaction terms were 

created. Results of hypotheses tests are presented in Table 4.2. In Hypothesis 1, we proposed 

that LMX differentiation, acyclicity, and the alignment between team members’ LMX 

statuses and their influence levels within acyclicity would have a three-way interactive effect 

on status conflict, such that LMX differentiation would not significantly related to status 

conflict when a team had a high level of acyclicity and meanwhile the alignment between 

team members’ LMX statuses and their influence levels within acyclicity was present, but 

would be positively related to status conflict when a team had a high level of acyclicity but 

such an alignment was absent. As can be seen in Model 5 of Table 4.2, the three-way 

interaction term was significant (β=-1.22, p<0.05, △R2=.05).  

We further examined the simple slopes for this three-way interaction at values above 

and below one standard deviation of acyclicity, as well as at the values of 1 and 0 of the 

alignment between team members’ LMX statuses and their influence levels. The results (see 

Table 4.3) showed that LMX differentiation was strongly and positively related to status 

conflicts in teams with high level of acyclicity and non-alignment between team members’ 

LMX statuses and their influence levels (β=.81, t=3.30, p<0.01), but was not significantly 

related to status conflict in teams with high levels of acyclicity and the alignment between 

team members’ LMX statuses and their influence levels (β=-.17, t=-.54, ns). These results 

supported Hypothesis 1. Although the simple slope test was not statistically significant for the 

line at the high levels of acyclicity and meanwhile at the alignment between team members’ 

LMX statuses and their influence levels the alignment between team members’ LMX statuses 

and their influence levels, the pattern of this line (See Figure 4.2) somewhat revealed that the 
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detrimental effect of LMX differentiation on intra-team relations might be turned into a 

beneficial one (i.e., one that reduces status conflicts among team members) when a team had 

high level of acyclicity and reached the alignment between team members’ LMX statuses and 

their influence levels within acyclicity.  

In Hypothesis 2, we proposed that status conflict would negatively related to team 

performance. Our results supported this hypothesis (β=-.25, p<0.05, △R2=.15, See Model 8 

of Table 4.2). Hypothesis 3 predicted that status conflict would mediate the relationship 

between LMX differentiation and team performance. To test this hypothesis, we used 

PROCESS for SPSS (Model 4; Hayes, 2013) in which we included control variables, two 

moderators, all two-way interactions, and the three-way interaction as covariates. The result 

showed that there was a significantly negative indirect effect of LMX differentiation on team 

performance via status conflict (indirect effect=-.12, 95% CI: [-.29, -.01]). Hypothesis 3 is 

therefore supported.  
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Table 4.2 
Results of Hierarchical Regression Analysis (Study 2) 

 DV: Status Conflicts DV: Team Performance 
 Model 1 Model 2 Model 3 Model 4 Model 5  Model 6 Model 7 Model 8 

Variables β SE β SE β SE β SE β SE  β SE β SE β SE 
Intercept 2.37** 0.11 2.37** 0.11 2.51** 0.13 2.53** 0.13 2.53** 0.12  6.05** 0.07 6.05** 0.07 6.62** 0.22 
Controls                  
Group Mean LMX -0.14 0.12 -0.13 0.11 -0.13 0.11 -0.10 0.12 -0.20 0.12  0.10 0.08 0.10 0.08 0.04 0.09 
Team Size -0.03 0.13 -0.06 0.13 -0.06 0.12 -0.06 0.13 -0.07 0.12  0.02 0.08 0.02 0.08 0.01 0.09 
Age Diversity -0.01 0.13 -0.03 0.13 -0.02 0.13 -0.12 0.13 -0.12 0.13  -0.06 0.09 -0.05 0.09 -0.04 0.09 
Tenue Diversity  -0.22 0.13 -0.24† 0.13 -0.23† 0.13 -0.13 0.13 -0.12 0.13  0.01 0.09 0.02 0.09 -0.06 0.09 
Dual-Tenue Diversity 0.10 0.12 0.11 0.12 0.10 0.12 0.10 0.11 0.15 0.11  0.10 0.08 0.10 0.08 0.13† 0.08 
Education Diversity  -0.02 0.13 -0.01 0.12 -0.01 0.12 0.02 0.12 -0.03 0.12  0.06 0.08 0.06 0.08 0.05 0.08 
Gender Diversity -0.02 0.12 -0.01 0.12 0.00 0.12 0.03 0.11 0.05 0.11  -0.01 0.08 -0.01 0.08 -0.01 0.08 
IV                  
LMXD   0.21† 0.11 0.22* 0.11 0.48** 0.14 0.51** 0.14    -0.05 0.07 -0.03 0.10 
Moderators                  
Acyclicity (Acy)     0.13 0.13 0.17 0.14 0.20 0.14      -0.01 0.09 
Alignment a     -0.59* 0.29 -0.49 0.40 -0.51 0.39      -0.02 0.27 
2-way interactions                  
LMXD*Acy       0.26† 0.14 0.30* 0.14      -0.03 0.10 
LMXD*Alignment       -1.19** 0.38 0.24 0.74      0.35 0.51 
Acy * Alignment       -0.06 0.39 0.01 0.38      0.11 0.26 
3-way Interaction                   
LMXD* Acy * Alignment         -1.22* 0.55      -0.19 0.39 
Mediator                  
Status Conflict                -0.25* 0.08 
R2 0.08 0.12 0.16 0.26 0.31  0.06 0.06 0.21 
△ R2  0.04† 0.04 0.10* 0.05*  0.06 0.01 0.15† 
                 a  represents the alignment between team members’ LMX statuses and their influence levels within acyclicity. 
                †p<0.1, *p<0.05, **p<0.01. 
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Table 4.3  

Tests of Simple Slopes of Three-way Interactions of LMX Differentiation, Acyclicity, the 
Alignment between Team Members’ LMX Statuses and their Hierarchical Influence Levels 

within Acyclicity  
 

Acyclicity 
 

Alignment a 
LMX DifferentiationStatus Conflict 

β t 
High Alignment -0.17 -0.54 
High Non-alignment 0.81** 3.30 
Low Alignment 1.67 1.34 
Low Non-alignment 0.20 1.54 

   Note: a represents the alignment between team members’ LMX statuses and their hierarchical 
influence levels within acyclicity. 

 

Figure 4.2 
The Three-Way Interaction of LMX Differentiation, Acyclicity, and the Alignment between 
Team Members’ LMX statuses and Their Hierarchical Influence Levels within Acyclicity 

 

 
Note: For our sample teams, there was no team dropping in the condition of “Low LMXD (one standard 
deviation below the mean of LMX differentiation), Low Acyclicity (one standard deviation below the mean of 
acyclicity), Alignment (the alignment between team members’ LMX statuses and influence levels within 
acyclicity=1)”. 
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Discussion 

 The literature on LMX differentiation has suggested a seemingly “curse” of LMX 

differentiation. On the one hand, LMX differentiation is an unavoidable fact in work teams 

(Anand et al., 2015; Liden & Graen, 1980). On the other hand, the existing studies on LMX 

differentiation have demonstrated that LMX differentiation triggers dysfunctional 

interactions among members and ultimately hinders team performance (e.g., Anand et al., 

2015; Henderson et al., 2009; Li & Liao, 2014; Seo et al., Yu et al., 2018). In this study, we 

argue that not all LMX differentiation is the same evil to induce status conflict among team 

members; rather, the relationship between LMX differentiation and status conflict hinges on 

the combination of acyclicity and the alignment between team members’ LMX statuses and 

their influence levels within acyclicity. We, therefore, examined how such combination (i.e., 

the combination of acyclicity and the alignment between team members’ LMX statuses and 

their influence levels within acyclicity) shapes the relationship between LMX differentiation 

and status conflict, which in turn affects team performance.  

The results of this study have supported our assertions. We found that the relationship 

between LMX differentiation and status conflict became negative when a team had a high 

level of acyclicity and its team members’ LMX statuses were aligned with their influence 

levels. Although it was not statistically significant, such negative relationship somewhat 

suggested that the combination of acyclicity and team members’ LMX status-influence levels 

alignment might have the potential to turn the detrimental effects of LMX differentiation on 

social relations among team members into a beneficial one. However, the relationship 

between LMX differentiation and status conflict was strongly positive when a team had a 

high level of acyclicity but its team members’ LMX statuses failed to correspond to their 

hierarchical influence levels within acyclicity. Furthermore, we found that status conflict was 
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negatively related to team performance, and that it mediated the relationship between LMX 

differentiation and team performance.     

Theoretical Implications 

Our research provides several important theoretical implications for the literature on 

LMX differentiation. First, our study integrates the literature on social hierarchy with the 

research on LMX differentiation, and provides the first piece of evidence to show that the 

detrimental effect of LMX differentiation on social relations among team members can be 

offset by acyclicity (social hierarchy). As noted earlier, most existing research on LMX 

differentiation has generally begun from an argument that team members believe should be 

treated equally since they “share numerous similarities” (Liao et al., 2010: p1092). Based on 

this argument, research on LMX differentiation has demonstrated that LMX differentiation 

instills a sense of unfairness, and triggers affective tones of anger and hostility, ultimately 

provoking relational problems and damaging team performance (e.g., Liden et al., 2006; Li & 

Liao, 2014; Hooper & Martin, 2008; Ford & Seers, 2006; Yu et al., 2018). However, 

literature on social hierarchy (acyclicity) has suggested that members do not always perceive 

that they are of the same status in or value to teams, since social hierarchy introduces social 

order (Anderson & Brown, 2010; Magee & Galinsky, 2008), facilitates clear patterns of 

influence and deference (Bunderson et al., 2016; Simpson et al., 2012), and allows team 

members a way to understand their placements within a team (Biggart & Hamilton, 1984; 

Halevy et al., 2010). As such, members tend to believe that some of them (i.e. the most 

influential members) deserve to be better treated by leaders and to obtain more resources as 

well as support. Therefore, when the ingroup members of LMX are exactly those most 

influential ones, this situation tends to reduce the possibility of status conflict arising from 

LMX differentiation. Our results supported our assertion and showed that LMX 

differentiation would not provoke status conflicts when a team is acyclicity structured and its 
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members’ LMX statuses corresponded to their hierarchical influence levels. The general 

argument that has been adopted in previous studies, therefore, might need to be revised by 

taking into account the structure of a team (i.e., social hierarchy or acyclicity) and the 

alignment between team members’ LMX statuses and their influence levels within acyclicity. 

This suggests that LMX differentiation research may be advanced by shifting its emphasis 

from the generally adopted argument that members should be treated equally to the 

possibility that members accept or even expect such differential treatments. 

Second, we extend the current studies on LMX differentiation by showing that not all 

LMX differentiation is “evil” to induce dysfunctional social interactions among team 

member. Over time, research on LMX differentiation has focused on the extent of variability 

in team members’ LMX quality, and has scrutinized how such differentiation hampers intra-

team social interactions among members, ultimately impairing team outcomes. The majority 

of prior studies on LMX differentiation have argued for the detrimental impact of LMX 

differentiation on social interactions among team members and on team performance (e.g., 

Anand et al., 2015; Bolino & Turnley, 2009; Henderson et al., 2009; Li & Liao, 2014; Seo et 

al., Yu et al., 2018). In this study, we argued that only considering the extent to which LMX 

quality is differentiated within a team seems simplistic, because some factors may offer a 

legitimate basis or foundations for such differentiation (Chen et al, 2015). We thus propose 

that when a team has high level of acyclicity and its team members’ LMX statuses are in line 

with their influence levels, there is a legitimate and acceptable ground for LMX 

differentiation because the members who are perceived to deserve more resources and 

supports are exactly the ones who had higher-quality LMX. Accordingly, such a situation 

tends to weaken the detrimental effects of LMX differentiation on intra-team relations and on 

team performance. Our results showed that the corrosive effect of LMX differentiation on 

social interactions among members is offset when a team has a high level of acyclicity and its 
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team members’ LMX statuses correspond to their hierarchical influence levels. Therefore, to 

develop more precise predictions of the consequences of LMX differentiation, future research 

should consider the combination of LMX differentiation and its basis or foundation, rather 

than only considering overall variance of LMX quality within a team. 

Third, our study refines our understanding of how members with lower LMX quality 

react to such LMX differentiation, thereby adding a promising perspective for the studies on 

LMX differentiation. To date, research in this line has widely drawn on relative deprivation 

theory or balance theory to demonstrate that LMX differentiation triggers low LMX quality 

members’ a sense of relative deprivation (Bolino & Turnley, 2009), invokes their hostile 

sentiments (Lam et al., 2013), and provokes their poor social interactions with those members 

with higher LMX quality (Sherony & Green, 2002; Lam et al., 2013). Our research, in 

contrast, suggests how members with lower LMX quality react to the differentiated 

treatments from their leaders might depend on their positions within the acyclicity. If they are 

relatively less influential members while others with better relationship quality are more 

influential ones, they are less likely to have negative reactions. However, in this study, we 

focused on the team level outcomes, without directly testing this prediction at the dyadic 

level. We encourage future researchers to examine it directly and to further explore the 

underlying mechanisms to learn more about why and how the members with lower LMX 

quality may not always have negative reactions towards the differentiation. 

Fourth, our research contributes to the growing research on social hierarchy by 

showing its capacity to mitigate the detrimental effect of LMX differentiation on social 

interactions among members. Whether social hierarchy promotes the function or dysfunction 

of team processes, and ultimately helps or hinders team performance, has been debated for 

decades (e.g., Greer et al., 2010; Taracki et al., 2015). In recent years, there is an increasing 

number of studies advancing the dysfunctional view of social hierarchy (For the latest 
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review, see Greer et al., 2018). Our study offers an additional evidence for the functional 

view of social hierarchy, and provides implication for the current research on social 

hierarchy, such that social hierarchy may serve as an important context to influence the 

effects of LMX differentiation or leaders’ other behaviors on team outcomes. 

Limitations and Future Research Directions 

Our research has several limitations that need to be noted. First, our mediator and 

dependent variable were collected at the same time, which raises the concerns about common 

method bias and prevents us from explicitly establishing causal direction. To partially address 

this limitation, we collected data of the mediator and dependent variable from different 

sources. Specifically, we asked members to rate status conflicts and asked general managers 

to evaluate team performance of the teams they supervised. In order to allay concerns over 

common method bias, we recommend future research replicate our results by using objective 

team performance several months after the initial survey or using a longitudinal design to test 

the whole model.  

Second, the key moderator of our study—the alignment between team members’ 

LMX statuses and their influence levels within acyclicity—operates according to whether the 

ingroup members are exactly the most influential one. When theorizing this construct, we 

contended that teams either have such alignment or do not have it. Accordingly, we 

operationalized this construct as a dichotomous variable. However, it is acknowledged that 

the reality may be somewhat complex. Teams may also differ in the degree of the alignment 

between team members’ LMX statuses and their influence levels within acyclicity. In other 

words, this construct may be also treated as a continuous variable, and researchers may use 

Spearman’s rank correlation coefficient to calculate the correlation between the ranking of 

members’ LMX quality and the ranking of their influence within a given team. We did not 

use this method because it would have necessitated excluding the teams without acyclicity. 
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Spearman’s rank correlation coefficient is based on an assumption that different individuals 

should have different ranks. If a team is not acyclicity structured—that is, if all members 

within a team could influence one another directly or indirectly, it was excluded, as it 

validated the basic assumption of Spearman’s rank correlation coefficient. In order to 

maintain our full sample size, we chose not to operationalize this construct as a continuous 

variable. Nevertheless, we encourage future researchers to develop a more sophisticated 

method to theorize and operationalize this construct to accurately measure the alignment 

between team members’ LMX statuses and their influence levels within acyclicity. 

Third, our research is limited in that the model was tested in the context of China, 

although our samples came from divergent team contexts. This may raise concerns about the 

cross-cultural generalizability of our theory. We urge future researchers to replicate our 

models using samples from a Western context.  

Fourth, on the basis of our findings, we believe it would be worthwhile for future 

researchers to explore how acyclicity, together with members’ LMX status-influence level 

alignment, affects other attitudinal and behavioral reactions toward leaders’ various behaviors 

across various cultural contexts.  

Practical Implications 

Our research provides several useful implications for practitioners. First, it is 

important for team leaders to realize that forging different qualities of relationship with their 

subordinates is a double-edged sword, which has the potential to both promote and impair 

social interactions among members, and thus to enhance or hamper team performance. Our 

findings suggest that which side of this sword is sharper depends on whether team members’ 

LMX statuses correspond to their influence levels within acyclicity. If team leaders build 

higher LMX quality with subordinates who are more influential, LMX differentiation is not 

just less likely to trigger status conflicts among members, but more likely to reduce status 
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conflict, and thus improve team performance. However, if team leaders forge higher LMX 

quality with subordinates who have less influence, status conflict is more likely to occur, 

ultimately harming team performance. Second, team leaders can learn from our research that 

creating a social hierarchy (acyclicity) among team members, identifying the most influential 

members of that hierarchy, and differentiating relationship based on subordinates’ 

hierarchical positions are efficient ways for them to reduce status conflicts among members 

and to facilitate team performance.  
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 CHAPTER 5 

CONCLUSION 
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Leaders play a critical role in guiding teams to survive and flourish. Accordingly, the 

forms in which leaders exert their influence over subordinates have profound implications for 

team processes and team performance. Hence, understanding how leaders exert their 

influence over followers to produce functional team processes, such as team coordination, 

and to ensure high overall performance has long captured the extensive attention from both 

scholars and practitioners. The primary purpose of this dissertation is to identify and theorize 

a new form in which leaders exert influence over subordinates: hierarchical-decentralization. 

Based on this, we developed two research themes to further explore hierarchical-

decentralization and its effects on team outcomes. In the first research theme (Study 1, 

including Study1-1 in Chapter 2 and Study1-2 in Chapter 3), we investigated how 

hierarchical-decentralization affected team performance, whether and why hierarchical-

decentralization outperformed centralization and decentralization, what the intervening 

mechanism through which hierarchical-decentralization facilitated team performance was, 

and when the benefits of hierarchical-decentralization became more prominent. Through an 

experimental study (Study 1-1) and a field study (Study 1-2), we systematically tested models 

in our first research theme, which has been elaborated in Chapter 2 and Chapter 3.  

In our second research theme (Study 2), we focused on the application of the 

influence structure of hierarchical-decentralization to the research on LMX differentiation. 

We did so to explore whether and why acyclicity had the potential to offset the detrimental 

effect of LMX differentiation on social interactions among team members, or even turn it into 

a beneficial one. We conducted a field study to test the conceptual model we developed, 

which was detailed in Chapter 4. 

In this chapter, we first summarize the key findings of the two research themes. We 

then discuss the theoretical and practical implications of this dissertation. Lastly, we point out 
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our limitations and conclude with suggestions for future researchers to extend our theories 

and models. 

Summary of Key Findings 

In this part, we extract the key findings from the detailed results and discussions 

presented in the preceding chapters.  

Hierarchical-decentralization and Its Effect on Team Performance  

In Study 1-1 (elaborated in Chapter 2), we attempted to theorize a new form in which 

leaders disseminate their influence through the inner circle to other subordinates, to explore 

its effect on team performance, and to investigate whether and why it outperforms 

centralization and decentralization. We conceptualized this new form as hierarchical-

decentralization to capture its nature: Leaders selectively forge decentralizing relationships 

with several team members (the inner circle members), and hierarchically disseminate their 

influence through the inner circle members to other team members. We further defined 

hierarchical-decentralization as a structural form of influence by which leaders exert their 

influence over subordinates. Within this form, team leaders build decentralized relationships 

only with a few members to create an inner circle and then disseminate their influence 

through the inner circle members to other team members, creating an implicit influence-based 

social hierarchy within a team. Through an experimental study (Study 1-1 in Chapter 2), we 

found that hierarchical-decentralization was positively related to team performance. Our 

results also revealed that hierarchical-decentralization outperformed both centralization and 

decentralization in steering team performance. Hence, Study 1-1 presents the first 

investigation into the form of hierarchal-decentralization, and provides an initial evidence of 

its positive effect on team performance.         
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The Intervening Mechanism and Boundary Conditions for the Relationship between 

Hierarchical-Decentralization and Team Performance 

Following Study 1-1, we conducted Study 1-2 (described in Chapter 3), which aimed 

to further investigate the intervening mechanism through which hierarchical-decentralization 

fosters team performance, and to identify conditions under which the benefits of hierarchical-

decentralization tends to become more noticeable. Through a field study, we found that team 

coordination mediated the relationship between hierarchical-decentralization and team 

performance. We further found that inter-team competitive moderated the relationship 

between hierarchical-decentralization and team coordination, as well as the indirect 

relationship between hierarchical-decentralization and team performance via team 

coordination. Specifically, in teams facing high inter-team competitive intensity, hierarchical-

decentralization was strongly and positively related to team coordination, which in turn 

increased team performance; while in teams facing low inter-team competitive intensity, 

these relationships were not significant.  

We also conducted supplementary analyses to compare the effects of centralization, 

hierarchical-decentralization, and decentralization on team coordination. Our results revealed 

that hierarchical-decentralization outperformed both centralization and decentralization in 

fostering team coordination, which, in turn, facilitated team performance. The benefit to team 

coordination produced by hierarchical-decentralization became especially more prominent 

than either by centralization or by decentralization, when teams operated in environments 

with high inter-team competitive intensity. These findings lend further supports and 

robustness to our theories.       
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The Importance of Acyclicity (Social Hierarchy) to the Effect of LMX Differentiation 

on Social Interactions among Team Members and on Team Performance  

In Study 2, detailed in Chapter 4, we aimed to apply the influence structure of 

hierarchical-decentralization to the research on LMX differentiation. We attempted to 

investigate whether and why acyclicity (social hierarchy) created by hierarchical-

decentralization would shape the effect of LMX differentiation on status conflicts, and 

ultimately on team performance. We argued that not all LMX differentiation is necessarily 

negative—whether it hinders or promotes social interactions among team members is 

determined by the combination of acyclicity and the alignment between team members’ 

LMX statuses and their influence levels within acyclicity. We contend that this is because 

such combination tends to provide a legitimate and acceptable basis or foundation for LMX 

differentiation.  

Through a field study covering 89 diverse working teams, we found that the 

relationship between LMX differentiation and status conflict became negative, although it 

was not statistically significant, when a team had a high level of acyclicity and its team 

members’ LMX statuses were in line with their influence levels within acyclicity. However, 

LMX differentiation was positively related to status conflict when a team had a high level of 

acyclicity and meanwhile its team members’ LMX statuses were not in line with their 

influence levels within acyclicity. We further found that status conflict was negatively related 

to team performance, and that it mediated the relationship between LMX differentiation and 

team performance. Although the relationship between LMX differentiation and status 

conflicts was not statistically significant, a negative relationship somewhat suggests that 

LMX differentiation might have the potential to reduce status conflicts among team 

members, and ultimately facilitate team performance, in a team that had a high level of 

acyclicity and its members’ LMX statuses corresponded to their hierarchical influence levels.  
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Theoretical Implications 

We have elaborated the theoretical implications of Study 1 and Study 2 in the 

preceding chapters. To avoid redundancy, we focus here on the major theoretical implications 

of this dissertation.    

Theoretical Implications for Leadership Literature 

This dissertation extends the vast leadership literature in two primary ways. First, it 

advances our understanding of the forms in which leaders exert influence over subordinates 

by theorizing a new form—hierarchical-decentralization—and demonstrating its validity.  We 

show that the existing leadership research, from a broader lens, has suggested two major but 

distinct forms that leaders exert influence over subordinates: centralization (e.g., authoritarian 

leadership and directive leadership) and decentralization (e.g., empowering leadership and 

shared leadership). Hierarchical-decentralization, however, has its unique characteristics that 

distinguish it from both centralization and decentralization. Such characteristics include 

allowing mutual influence in and showing decentralization only with inner circle members, 

enforcing centralization with other team members, and disseminating their influence through 

the inner circle members to other team members. In this dissertation, we theorized this form 

as hierarchical-decentralization, offered theoretical rationales for its positive effect on team 

performance, explored the underlying mechanism of that effect, examined the conditions 

under which the benefit of hierarchical-decentralization became more salient, and compared 

the effects of centralization, hierarchical-decentralization, and decentralization on team 

coordination and on team performance. Through an experimental study (Study 1-1) and a 

field study (Study 1-2), we found that hierarchical-decentralization was positively related to 

team performance (Study 1-1), that team coordination was a mechanism for transferring the 

benefits of hierarchical-decentralization to team performance (Study 1-2), and that the benefit 

of hierarchical-decentralization in steering team coordination and ultimately in fostering team 
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performance was more noticeable in teams facing high inter-team competitive intensity 

(Study1-2). We also found that hierarchical-decentralization outperformed both centralization 

and decentralization in fostering team performance (Study1-1) and in facilitating team 

coordination (Supplementary Analyses in Study 1-2). By doing so, we not only provide new 

insight into the form in which leaders exert influence over subordinates but also portrays a 

comprehensive picture of the impact it has on team dynamics and team performance. Our 

findings might also offer a theoretical foundation for future research to further explore 

hierarchical-decentralization. 

Second, this dissertation refines our understanding of leadership by showing that 

leaders use opposite leadership strategies simultaneously—decentralizing with the inner 

circle members and centralizing with other team members. As noted, the existing research 

concerning the linkage between leadership styles and team outcomes has generally treated 

specific leadership styles as overarching constructs within a team (e.g., Bass, Avolio, Jung, & 

Ber son, 2003; Burke, Stagl, Klein, Goodwin, Salas, & Halpin, 2006; Lord et al., 2017). 

Accordingly, little attention has been paid to the possibility that leaders use different 

leadership strategies simultaneously depending on which team members they are interacting 

with. In this dissertation, we not only argue that leaders adopt both decentralized approaches 

and centralized approaches simultaneously, but also examine how such differentiated 

leadership strategies influence team processes and team performance, thereby shedding a new 

light on leadership research that has escaped the attention of prior researchers. This 

dissertation, therefore, has important implication for future research on leadership styles: 

Leadership styles at team level might not be a universal and overarching construct; instead, 

leaders might exert contrary leadership styles towards different team members. The 

differentiation in leadership styles and its effects on team outcomes, accordingly, might 

present promising directions for future leadership research.   
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Theoretical Implications for Social Hierarchy Literature   

This dissertation contributes to the literature of social hierarchy in two ways. First, we 

advance existing research on social hierarchy by taking into account the role played by team 

leaders in the formation of social hierarchy. While recent years have witnessed a growing 

interest in social hierarchy, the current literature has mainly focused on its consequences, 

without considering the details of how it is formed or of what role played by leaders. In this 

dissertation, we argue that social hierarchy emerges as a result that leaders strategically exert 

their influence over team members, and include team leaders in the analyses of social 

hierarchy, thus extending our knowledge of social hierarchy that could not be extrapolated 

from the existing literature. This may also help to answer the question of “how acyclicity 

(social hierarchy) arises in groups and whether it is something that can be deliberately 

managed” (Bunderson et al., 2016, p1282).  

Second, this dissertation also provides new insights into the theoretical debate 

regarding whether social hierarchy is beneficial or detrimental to team processes and team 

performance. We have done so by demonstrating the potential weakness in the 

conceptualization and operationalization of social hierarchy in many dysfunctional accounts. 

Prior studies that investigated the effects of social hierarchy either adopted a functional 

perspective to predict the beneficial effects on team outcomes or applied a dysfunctional 

perspective to argue for detrimental effects (for the latest meta-analysis, see Greer et al., 

2018). In recent years, a growing body of research has advocated the dysfunctional 

perspective of social hierarchy (e.g., Bunderen et al., 2018; Greer et al., 2010; Taracki et al., 

2015; Greer et al., 2018; Greer 2018). The latest meta-analysis has even reinforced the 

dysfunctional perspective, reporting that social hierarchy is negatively related to team 

performance through increasing intra-team conflicts (Greer et al., 2018). However, following 

the research conducted by Bunderson et al. (2016), we argue that the conceptualization and 
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operationalization of social hierarchy in many dysfunctional models may exaggerate the 

inequality and differentiation in power or influence within teams, which may create a 

distorted picture of social hierarchy. Therefore, it is difficult to determine whether the 

negative effects of social hierarchy come from social hierarchy itself or from the ways it is 

conceptualized and operationalized. In this dissertation, we further propose that social 

hierarchy is formed as the result of leaders’ strategic choice to exert influence over 

subordinates, conceptualize it as a chain of cascading influence from the team leader to other 

team members through the inner circle members, and provide empirical support for its 

positive effects on team coordination and team performance. In so doing, we provide a 

pronounced evidence for the functional perspective on social hierarchy. We also offer 

important theoretical implication for future studies on social hierarchy by showing the 

importance that the conceptualization and operationalization of social hierarchy should be in 

line with the nature of social hierarchy.   

Theoretical Implications for Leader-Member Exchange Differentiation Literature 

This dissertation extends LMX differentiation literature on two major fronts. First, by 

integrating the literature of social hierarchy with the research on LMX differentiation, we 

provide theoretical explanations to demonstrate that the basic argument of many prior studies 

on LMX differentiation might be simplistic and problematic. Past studies scrutinizing the 

linkage between LMX differentiation and team outcomes have generally held an basic 

argument that team members believe that they are of equal status within a team and should be 

treated equally since they “share numerous similarities” (Liao et al., 2010: p1092), such as 

possessing the same membership, reporting to the same leader, and having access to shared 

team resources. Consequently, the majority of these studies have found that LMX 

differentiation that reflects members’ unequal treatments by leaders destroys social 

interactions among team members and impairs team performance (e.g., Liden et al., 2006; Li 
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& Liao, 2014; Hooper & Martin, 2008; Ford & Seers, 2006; Yu et al., 2018). However, in 

line with literature on social hierarchy, we argue that team members, even though they “share 

numerous similarities”, do not always believe that they are of equal status and should be 

treated equally (Anderson & Brown, 2010; Halevy et al., 2011; Magee & Galinsky, 2008). 

Building on functionalist theories of social hierarchy (e.g., Anderson & Brown, 2010; 

Bunderson et al., 2016; Halevy et al., 2011; Keltner et al., 2008; Ronay et al., 2012), we 

contend that acyclicity (social hierarchy) together with the alignment between team 

members’ LMX statuses and their hierarchical influence levels provide a legitimate and 

acceptable basis for LMX differentiation, thereby reducing the possibility that LMX 

differentiation hinders the functional social-interactions among team members. The results of 

Study 2 support our arguments, showing that LMX differentiation does not evoke status 

conflicts when a team is acyclicity structured and its team members’ LMX statuses are 

aligned with their influence levels. This suggests that LMX differentiation research may be 

advanced by shifting its emphasis from the argument that members should be treated equally 

to the possibility that members accept or even expect such differential treatments. 

Second, we also provide a new perspective on how low-LMX members react to the 

differentiation in LMX quality. Research on the reactions of low-LMX members has largely 

drawn on relative deprivation theory or balance theory to demonstrated that LMX 

differentiation triggers a sense of relative deprivation (Bolino & Turnley, 2009), produces 

hostile sentiments (Lam et al., 2013), and provokes poor social interactions with high-LMX 

teammates (Sherony & Green, 2002; Lam et al., 2013). This dissertation suggests that 

whether those low-LMX members exhibit negative reactions tends to hinge on their positions 

within social hierarchy (acyclicity). If they are less influential members within acyclicity and 

members with higher LMX quality are those more influential ones, they are less likely to 

generate negative reactions. However, we focus on the team level outcomes in this study, 
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without directly testing our prediction at the dyadic level. Hence, it might be theoretically 

worthwhile for researchers to examine this prediction directly, and further explore why and 

when low-LMX members would not exhibit negative reactions, or even generate positive 

reactions, towards LMX differentiation. 

Practical Implications 

In general, this dissertation has two important implications for managerial practice. 

First, our findings underscore that hierarchical-decentralization is a more efficient way to 

exert leaders’ influence over subordinates than either centralization and decentralization, 

because it is more likely to enhance team coordination and lead to higher overall team 

performance. This is especially beneficial for teams which face high inter-team competitive 

intensity. This is because these teams can gain more from hierarchical-decentralization since 

it equips teams with the ability to work as a coordinated and unified whole, boosting their 

team performance in a harsh competitive environment.  

Second, team leaders can learn from our findings that building differential 

relationship qualities with their subordinates is a double-edged sword which has the potential 

to both promote and impair social interactions among members, and thus influence team 

performance. Our results show that if team leaders build higher LMX quality with more 

influential members within acyclicity, LMX differentiation is not just less likely to trigger 

status conflicts among members, but to reduce status conflicts to some extent. Team 

performance, accordingly, increases. However, if team leaders forge higher LMX quality 

with less influential members, status conflicts among members are much more likely to be 

deteriorated, thereby harming team performance. These results can, therefore, serve as a 

warning to team leaders that building higher-quality of LMX with lower influential members 

should be avoided.   
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Limitations 

In the past three chapters, we have outlined the specific limitations of each study. In 

this part, we summarize two overall limitations of this dissertation.  

Our first concern is with the generalizability of our findings. Although they came 

from different departments and covered a wide range of functional areas, the sample teams 

we studied are from the same company in China. This raises concerns about the 

generalizability of our theories and findings. It, accordingly, would be instructive to replicate 

our models using samples from different organizations, different industries, and different 

countries. 

Our second concern is with the subjective measurement of team performance. 

Although a broadly subjective measurement of team performance is appropriate for a diverse 

sample of work teams (Ancona & Caldwell, 1999; Burderson et al., 2016), like ours, we still 

worry about it, since subjective measurement tends to be easily subject to contextual and 

supervisors’ personal biases. Therefore, we urge future researchers to replicate our model in 

testing objective team performance, and to investigate whether the subjective and objective 

measures of team performance could generate convergent results for our model.  

Future Research Directions 

In the preceding chapters, we have discussed the future research directions for each 

study. In this section, we highlight three avenues for future research.  

Going into the Form of Hierarchical-Decentralization 

Our focus has been on investigating hierarchical-decentralization and its effect on 

team outcomes. Accordingly, we have considered the situations in which hierarchical-

decentralization is already present. In other words, the inner circle has already existed for 

hierarchical-decentralization to be present. We did not, therefore, theorize how leaders 
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choose their inner circle members or empirically test it. Two questions naturally arise: How 

do leaders choose their inner circle members?  Do the different criteria based on which 

leaders choose their inner circle members have different effects on team processes and 

ultimately affect team performance? Thus, a variable extension of this dissertation would be 

to go inside into the form of hierarchical-decentralization and explore how the inner circle 

members are chosen and what influences such choices have on intra-team interactions, team 

processes, and team performance. 

Considering the Role of Time in Hierarchical-Decentralization 

The initial motivation for us to investigate hierarchical-decentralization came from an 

interesting finding by political scientists (e.g. De Mesquita & Smith, 2011; De Mesquita, 

Smith, Siverson, & Morrow, 2003; Svolik, 2009). These political scientists found that many 

successful political leaders throughout history exerted their influence over their ruling team 

by building their inner circles and using those inner circle members to influence other 

members. they have also indicated that one of the most important advantages of such form is 

the function of the inner circle. Beyond just acting as leaders’ surrogates to disseminate 

leaders’ influence, the inner circle members also serve as incentives to motivate other 

members to contribute more. Meanwhile those non-inner circle members give leaders a 

convenient source of replacements for any troublemaker in their inner circle, and put inner 

circle members on notice that they may be replaced if they are not well-behaved (Case & 

Maner,2014; De Mesquita, Morrow, Siverson, & Smith, 2002; De Mesquita, Smith, Siverson, 

& Morrow, 2005; De Mesquita & Smith, 2011). This advantage has implied the dynamic 

change in the inner circle members of hierarchical-decentralization. Therefore, it might be 

theoretical interesting to explore how team leaders, especially for new team leaders, 

dynamically choose and change their inner circle members over time or at different stages of 
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their tenure, and how such dynamic change in components of hierarchical-decentralization, in 

turn, influences team processes and team performance. 

Investigating the Effect of Acyclicity on Members’ Reactions towards LMX 

Differentiation at the Dyadic Level 

In Study 2, we focused on exploring the effect of acyclicity (social hierarchy) on the 

relationship between LMX differentiation and social interactions among members, as well as 

team performance. Our research implies that, at the dyadic level, members might exhibit 

divergent attitudinal and behavioral relations towards members with higher LMX quality 

according to their relative placements within acyclicity. Specifically, they are less likely to 

exhibit negative reactions when the members with higher LMX quality can exert influence 

over them; while they are more likely to exhibit strong negative reactions when the members 

with higher LMX quality are less influential than themselves. We did not, however, directly 

test this prediction at the dyadic level. Future research could extend our models by examining 

the effect of acyclicity on members’ reactions towards LMX differentiation at the dyadic 

level, and by further investigating the underlying reasons why members exhibit divergent 

inter-personal reactions to members with higher LMX relationship quality. 
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APPENDIX A 

Summary of the Current Studies on Social Hierarchy 
 

Study 
 

Research 
Design 

 
Conceptualization of 

Social Hierarchy 

 
Operationalization of Social 

Hierarchy 

 
Findings 

Mannix (1993) Experiment Unequal Power 

 

Manipulation—Assigning 

different “profit percentage” 

to each team member:  

(1) Equal power team: team 

members were assigned the 

same “profit percentage”; 

(2) Unequal power team: 

team members were assigned 

the hierarchically different 

“profit percentage”. 

N=36 student teams. 

(1) Unequal power teams obtained lower 

team performance than equal power 

teams; 

(2) Unequal power teams exhibited less 

efficiency in using resource.  
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Bloom (1999) Field Study 

(Secondary 

panel-data) 

 

Pay Disparity Gini coefficient & coefficient 

of variance 

n= 236 league baseball teams. 

Pay dispersion was negatively related to 

team performance.  

Ahuja & Carley 

(1999) 

Field study Hierarchical 

Communication Structure: 

“The degree to which 

relationships in a network 

are directly or indirectly 

reciprocal” 

 

Krackhardt (1994)’hierarchy 

formula: 

H=1-V/Max (V) 

n= 928 e-mail communications.  

For teams with non-routine tasks, 

hierarchical communication structure was 

negatively related to team performance.  

Cummings & 

Cross (2003) 

Field study Hierarchical Team 

Structure: 

 “The extent to which 

relations are ordered, such 

“Dichotomized the 

communication matrix at 

greater than 2 (i.e. weekly 

communication, which was 

the average amount of group 

n=182 teams. 

Hierarchical team structure was 

negatively associated with team 

performance. 
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as those determined by 

status or prestige”  

communication in the sample, 

and greater) in UciNet V 

(Borgatti et al., 1992)” 

Tiedens & Fragale 

(2003) 

Experiment Hierarchical 

Differentiation 

manipulation—exhibiting 

different postural positions: 

postural position of 

dominance in response to 

postural position of 

submission 

n=98 students in Experiment 1; and n= 80 

students in Experiment 2. 

Participants with hierarchical 

differentiation liked their partners more 

and felt more comfortable than 

participants in non-hierarchical 

differentiation. 

 

Siegel & 

Hambrick (2005) 

Field Study 

(Secondary 

panel-data) 

Pay Disparity  Coefficient of Variation n=67 TMTs of US firms. 

For high-technology firms, pay disparity 

within top management teams was 

negatively associated with firm 

performance.  

https://www-sciencedirect-com.lib-ezproxy.hkbu.edu.hk/science/article/pii/S0378873302000497#BIB7
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Tiedens, Unzueta, 

& Young (2007) 

Experiment Dominance 

Complementarity: 

“the perception of a target 

as different from the self 

in terms of dominance”  

 

Totally six kinds f 

manipulation by six 

 independent experiments  

Totally n= 1002 students  

Participants unconscious desired hierarchy 

for positive task relationships. 

Van der Heijden, 

Potters, & Sefton 

(2009) 

Experiment  Power Disparity 

 

Manipulation: 

(1) Hierarchy: Leader 

determined how to distribute 

the outcomes of teams. 

(2) Non-hierarchy: Each team 

member receives an equal 

share of team output. 

n= 20 student teams. 

Hierarchy performed better in curtaining 

freeriding and in steering team 

performance than teams without 

hierarchy. 

Greer & van Kleef 

(2010) 

Field Study 

& 

Experiment 

Power Disparity (1) Field study: Within-team 

standard variance in 

members’ levels of power; 

n= 42 teams in field study; n= 40 

negotiation dyads in experiment.  
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(2) Experiment: 

manipulation—assigning 

different power levels. 

(1) In high-power teams, power disparity 

was positively related to power struggle; 

(2) In low-power teams, power disparity 

was negatively related to power struggle. 

 

He & Huang 

(2011) 

Field Study 

(Secondary 

panel-data) 

 

Board membership 

inequality of influence 

Gini Coefficient n=530 boards of 530 U.S. firms. 

Board informal hierarchy was positively 

related to firms’ financial performance 

(ROA).  

 

Halevy, Chou, 

Galinsky, & 

Murnighan (2011) 

 

Field Study 

(Secondary 

panel-data) 

Pay Dispersion  Within-team standard 

variance in individual 

player’s pay 

 

n=254 NBA basketball teams. 

Hierarchy (pay dispersion) was positively 

associated with cooperative behaviors, 

which further increased team 

performance. 
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Groysberg, 

Polzer, & 

Elfenbein (2011) 

Field Study 

(Secondary 

panel-data) 

Vertical Differentiation in 

Status 

Percentage of star team 

members (stars were 

recognized through the public 

ranking of the top four to six 

analysts) 

 

n=66 teams of Wall Street sell-side equity 

research analysts. 

High proportions of individual stars in a 

given team induced the decreased 

marginal benefit on group effectiveness.  

Ronay, 

Greenaway, 

Anicich, & 

Galinsky (2012) 

Experiment A hierarchical ranked 

order of power 

Manipulation—assigning 

different power levels.  

n= 46 student teams. 

(1) Hierarchy was negatively related to 

intra-team conflicts; 

(2) Hierarchy was positively related to 

team performance; 

 (3) The positive relationship between 

hierarchy and team performance was 

mediated by the decreased intra-team 

conflicts.  
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Simpson, Willer, 

& Ridgeway 

(2012) 

 

Experiment A hierarchical ranked 

order of status 

Manipulation—assigning 

different status levels.  

n= 187 student participants. 

Hierarchy was positively related to the 

provision of public goods. 

Friesen, Kay, 

Eibach, & 

Galinsky (2014) 

Experiment  “a vertically stratified 

relationship between two 

or more people or groups 

in which those at higher 

levels of the hierarchy 

have great power and 

status than those at lower 

levels of the hierarchy” 

Totally seven kinds of 

manipulation by six 

 independent experiments  

n= 1346 student participants in seven 

experiments. 

(1) Hierarchy offered more structure than 

egalitarian arrangement (Study 1); 

(2) Hierarchy was positively related to 

feeling of control as well as self-efficacy 

(Study 2); 

(3) Participants, especially for those 

whose personal control was threatened, 

desired social hierarchy in both social 

situations (Study 3) and in workplace 

context (Study 4 & Study 5) because it 
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provided a means for compensatory 

control; 

(4) In job section domain, participants 

preferred hierarchy enhancing jobs, even 

when those jobs were low in power and 

status (Study 7). 

 

Patel & Cooper,  

(2014) 

Field Study 

(Secondary 

panel-data) 

Power Disparity Trezzini (2011)’s Power 

Disparity Formula   

n= 1924 observations of 231 TMTs of 

publicly traded family firms. 

(1) Power Disparity beteen family and 

non-family TMT members was negatively 

related to firm performance. 

(2) Such negative relationship was 

stronger when firms faced higher 

environmental dynamism and higher 

governance performance. 
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Cao (2015) Field Study 

(Secondary 

panel-data) 

Power Inequality Within-team standard 

variance in members’ power 

n= 2515 TMTs. 

(1) Hierarchy within top management 

team was negatively related to form 

performance. 

(2) Such negative relationship was 

stronger for firms operating in turbulent 

environment. 

 

Doornenbal, de 

Jong, Nederveen 

Pieterse, & Jansen 

(2015) 

 

Field study Status Inequality Within-team standard 

variance in members’ status 

n= 127 teams. 

Hierarchy was negatively related to team 

performance, mediated by decreased 

information elaboration.  
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Mitchell, Boyle,  

Parker, Giles, 

Chiang, & Joyce 

(2015) 

 

Field study 

 

Status Differentiation 

 

Four-item scale to measure 

the perceived status 

differentiation among 

members 

 

n= 75 teams. 

Status differentiation was negatively 

related to team performance, especially 

for teams with high professional diversity.   

 

Bunderson, Van 

Der Vegt, 

Cantimur, & Rink 

(2016) 

 

Field study 

 

Acyclicity: cascading 

relations of dyadic 

influence  

 

Acyclicity of influence 

 

n=75 teams. 

The relationship between social hierarchy 

and team outcomes is determined by the 

conceptualization and operationalization 

of social hierarchy: 

 (1) when social hierarchy was 

conceptualized as inequality in member 

influence and operationalized as 

centralization or steepness, social 

hierarchy was positively related to intra-
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team conflicts, which in turn decreased 

team performance and member 

satisfaction; 

 (2) when social hierarchy was 

conceptualized as cascading relations of 

dyadic influence and operationalized as 

acyclicity, social hierarchy was negatively 

related to intra-team conflicts, which in 

turn increased team performance and 

member satisfaction.  

 

Taraci, Greer, & 

Groenen (2016) 

Simulation 

& 

Experiment 

& 

Field Study  

Power Disparity (1) Experiment: 

manipulation—assigning   

different power levels; 

 

(2) Field study: 

n= 56 student teams in the experimental 

study, and n= 46 teams in the field study. 

The relationship between power disparity 

and team performance was determined by 

the power holder’s task competence: 
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Coefficient of variation in 

individuals’ power 

“power disparity benefits group 

performance when it is dynamically 

aligned with the power holder’s task 

competence, and harms group 

performance when held constant and/or is 

not aligned with task competence.” 

 

Greer, Schouten, 

& Dannals (2018) 

Meta-analysis “Vertical differences 

between members in their 

possession of socially 

valued resources” 

—  n=13914 from 54 papers. 

Hierarchy was negatively related to team 

effectiveness (team effectiveness is 

represented by two key indicators—team 

performance and team viability), which 

was mediated by increased conflict-

enabled states. 
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Van Bunderen, 

Greer, & Van 

Knippenberg 

(2018) 

Experiment 

& 

Field study 

Power Inequality (1) Experiment: 

manipulation—assigning 

different levels of power  

(2) Field study: 

seven-item scale for intra-

team power structure 

n= 89 student teams in the experiment, 

and n=158 teams in the field study. 

Hierarchy intensified the positive 

relationship between inter-team conflict 

and intra-team power struggle, which 

ultimately impaired team performance. 
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APPENDIX B 

Summary of Forms in Which Leaders Exert Their Influence over Subordinates in All Sample Teams 

 

Centralization (20 teams) 

Team 15, Team 19, Team 51, Team 87 
 

 

Team 30, Team 53, Team 57, Team 76, Team 91 
 

 

Team 31, Team 32, 
Team 42,  
Team 64, team 66, 
Team 67 

 

 
Team 52, Team 72, Team 83, Team 85 
 

 

 
Team 60 
 

 

01 

02 03 04 05 06 

01 

02 03 04 

01 

02 

03 

01 

02 03 04 05 

01 

02 03 04 05 06 07 
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Hierarchical-decentralization (33 teams) 
Team 03, Team 69 

 

 

Team 05, Team 12, Team 26, Team 27, Team 37,  
Team 50, Team 65, Team 89 

 

 
Team 06, Team 62 

 

 

Team 08 
 

 
 
 
 
 

 
 
 
 

01 

02 03 04 

05 

01 

02 

03 

01 

02 03 04 05 06 07 

08 

01 

02 

03 04 05 
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Team 17, Team 48, Team 88 
 

 

Team 22 
 

 

 
                                Team 23 
 

 

 
                                Team 25, Team 33 
 

 
 
 
 

 
 
 

01 

02 

03 

04 

01 

02 03 04 05 06 

07 08 

01 

02 03 04 05 06 07 08 09 

10 

01 

02 03 04 05 06 07 08 

09 
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Team 34 
 

 

Team 35 
 

 
       
     Team 38 
 

 

 
Team 39, Team 90 

 

 
  

01 

02 

03 04 05 06 

07 

08 

01 

02 

03 

04 05 06 

07 

06 

01 

02 03 04 05 

07 04 

01 

02 03 

05 
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Team 40, team 58 
 

 

Team 47 
 

 
 
 
 

Team 49 
 

 

 
 
 

Team 54 
 

 
 
 
 
 
 

 
 
 
 
 

04 

01 

02 03 

01 

02 

03 04 05 06 07 

04 

01 

02 03 

05 05 03 

01 

02 

04 
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                                                           Team 61 
 

 

                                                             
 
 
 
 
 
                                                          Team 82 
 

 

 
 
 
 
 
 
 
 
 

 

 

06 

01 

02 03 04 05 

07 08 

09 

01 

02 

03 

04 05 06 07 
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                                                Team 84 
 

 
 

Decentralization (37 teams) 
Team 01, Team 02, Team 16, Team 21, 
Team 28, Team 29, Team 36, Team 45, 

Team 79 
 

 

Team 04, Team 10, Team 18, Team 55, 
Team 56, Team 59, Team 80, Team 81, 

Team 86 
 

 

01 

02 

03 04 05 06 

07 

01 

02 03 04 05 06 

01 

02 03 04 05 06 07 
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                          Team 20, Team 44, Team 63 
 

 
 

 
 

                                        Team 07, Team13, Team 41 
 

 
 
 
 

Team 09, Team 11, team 68, Team 71, Team 78 
 

 

 
 
 

Team 43, Team 46, Team 70, Team 73, Team 74, Team 75, Team 77 
 

              
 
 
 
 

01 

02 03 04 05 06 07 08 

01 

02 03 

01 

02 04 03 

01 

02 05 04 03 
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     Team 24 
 

 
 
  

01 

02 03 04 05 06 07 08 09 
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APPENDIX C 

Summary of Current Studies on LMX Differentiation 

 

Study 

Operationalization of 

LMX Differentiation 

Level of 

Analysis 

 

Findings  

McClane (1991) Sum of the absolute 

value of the difference 

between each member’s 

LMX score and the team 

mean LMX. 

 

Group-level n=29 working teams. 

LMX differentiation was negatively related to the average level of 

satisfaction with leader, group, and co-workers. 

Sias & Jablin 

(1995) 

Qualitative study with a 

series of interview 

questions.  

— Differentiated treatments from leaders affected the dynamics of 

communications among members:   

 (1) The differentiated treatments from the same leaders leaded members 

to take more about such differentiated treatments, through which 

members formed their fairness evaluations about such differentiated 

treatments; 
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(2) When members perceived that such differentiated treatments were 

unfair, members tended to isolate the members with more favorable 

treatments from communication network; while members tended to talk 

more with members with more unfavorable treatment. 

 

Sherony & Green 

(2002) 

Social network-based 

LMX dissimilarity 

between coworkers in 

each dyad 

Dyad-Level 

 

n= 110 coworker dyads. 

 (1) LMX dissimilarity was negatively related to the coworker exchange 

relationship (CWX) between the two coworkers in each dyad, such that 

the greater dissimilarity between two coworkers in a dyad was, the poorer 

exchange relationship quality these two coworkers had. 

 (2)  The diversity between LMX quality and CWX was negatively related 

to a member’s organizational commitment.  

 

Van Breukelen, 

Konst, & Van Der 

Vlist (2002). 

Individual perception of 

LMX differentiation  

 

Individual-Level LMX differentiation weakened the positive relationship between LMX 

and members’ commitment.   
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Liden, Erdogan, 

Wayne, & 

Sparrowe (2006) 

Within-group variance in 

individual-assessed LMX 

score 

 

Group-level 

 

n= 120 working teams. 

(1) The main effect of LMX differentiation and team performance was 

not significant. 

(2) Task interdependence moderated the relationship between LMX 

differentiation and team performance, such that LMX differentiation was 

positively related to team performance for teams with high levels of task 

interdependence but was not significantly related to team performance for 

teams with low levels of task interdependence. 

(3) LMX median moderated the relationship between LMX differentiation 

and team performance, such that LMX differentiation was positively 

related to team performance for teams with low LMX median but was not 

related to team performance for with high LMX median. 

 

Hooper & Martin 

(2008) 

Single item scale  

 

Individual Level Two sets of samples: n= 74 in sample A and n=357 in sample B. 
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The perception of LMX differentiation was positively related to relational 

conflicts among team members, which ultimately reduced members’ job 

satisfaction and wellbeing. 

 

Bolino & Turnley 

(2009) 

Conceptual paper  — Drawing from relative deprivation theory, the authors built a theoretical 

model to demonstrate that the members with low LMX relationship 

qualities tended to experience feelings of relative deprivation, which 

further triggered their negatively attitudinal and behavioral reactions.  

 

Erdogan & Bauer 

(2010) 

Within-group variance in 

individual-assessed LMX 

score 

Individual-Level 

 

n=276 team members. 

(1) LMX differentiation was negatively related to members’ 

organizational commitment and satisfaction with co-work relations for 

teams with low justice climate; 

(2) LMX differentiation was positively related to members’ withdrawal 

behaviors for teams with low justice climate. 
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Liao, Liu, & Loi 

(2010) 

Within-group variance in 

individual-assessed LMX 

score 

Cross-Level n= 828 team members from 116 teams. 

LMX differentiation destroyed the positive effect of LMX on individual 

outcomes—only when the LMX differentiation was low, the positive 

indirect effect of LMX quality on creativity via self-efficacy was 

significant.  

 

Naidoo, 

Scherbaum, 

Goldstein, & 

Graen, (2011) 

Within-group variance in 

individual-assessed LMX 

score 

Team-Level n= 125 team. 

A longitudinal research showed that LMX differentiation was positively 

related to team performance only when the team’s lifecycle was near the 

end. 

 

Tse, Lam, 

Lawrence, & 

Huang (2013) 

Social network-based 

LMX dissimilarity 

between coworkers in 

each dyad 

Dyad-Level n=408 coworker dyads in study 1, n=260 coworker dyads 

(1) LMX dissimilarity was positively related to the feeling of contempt 

for the coworker in each dyad, which in turn decreased the perception of 

received help from the coworker in the dyad; 
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(2)  These relationships held true only for employees with a high social 

comparison orientation; 

(3) Aggregate level of perceived help from coworkers was positively 

associated with individual performance.  

 

Li & Liao (2014) Within-group variance in 

individual-assessed LMX 

score 

 

Team-Level  

 

n= 82 teams. 

(1) There was a negatively indirect effect of LMX differentiation on team 

performance via impairing team coordination. 

(2) LMX differentiation can be divided into 3 kinds of configuration:  

bimodal configuration, fragmented configuration, and minority 

configuration. 

(3) Bimodal configuration had the strongest negative effect on team 

performance because it induced the greatest difficulty in team 

coordination. 
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Liu, Hernandez, 

& Wang (2014) 

Within-group variance in 

individual-assessed LMX 

score 

Team-Level n= 138 teams in Study 1 and n= 125 teams in Study 2. 

(1) LMX differentiation was negatively related to intra-team trust, which 

resulted in more concentrated (high centralization) and fewer (low 

density) social interactions among members; 

(2)  Such relationships were intensified when team members were in close 

proximity and (or) had high equity sensitivity. 

 

Cobb & Lau 

(2015) 

Within-group variance in 

individual-assessed LMX 

score 

Team-Level n=87 teams. 

(1) LMX differentiation was negatively related to coworker commination 

as well as coworker exchange relationships; 

(2) LMX differentiation was positively related to relationship conflicts 

among team members.  

 

Gooty & 

Yammarino 

(2016) 

Within-group variance Cross Level  n= 184 matched supervisors–subordinate dyads from 58 work teams. 
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LMX differentiation destroyed the positive relationship between LMX 

and individual task performance—only when LMX differentiation is low, 

LMX was positively related to an individual’s task performance. 

 

Li, Fu, Sun, & 

Yang (2016) 

Within-group variance in 

individual-assessed LMX 

score 

Team-Level n= 59 teams. 

(1) There was an inverted U-shaped relationship between LMX 

differentiation and team creativity.  

(2) LMX median moderated such curvilinear relationship, such that the 

curvilinear relationship was stronger for a team with lower LMX median. 

 

Sui, Wang, 

Kirkman, & Li 

(2016) 

Within-group variance in 

individual-assessed LMX 

score 

Team-Level n=145 teams. 

(1) There was an inverted U-shaped relationship between LMX 

differentiation and team coordination; 

(2) There was an inverted U-shaped relationship between LMX 

differentiation and team performance; 
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(3) Team coordination mediated the U-shaped relationship between LMX 

differentiation and team performance; 

(4) These relationships were stronger for teams with larger sizes, or for 

teams with higher power distance orientation. 

 

Lee & Chae 

(2017) 

Within-group variance in 

individual-assessed LMX 

score 

Team-Level n=63 teams. 

(1) There was an inverted U-shaped relationship between LMX 

differentiation and team performance; 

(2) This relationship was stronger for teams with lower age diversity and 

gender diversity.  

 

Chen, He, & 

Weng (2018) 

Within-group variance in 

individual-assessed LMX 

score 

Team-Level n=23 teams in Study 1. 

(1) LMX differentiation was negatively related to team cohesion as well 

as group proactivity; 



 208 

(2) Such relationships were more negative when (a) task performance-

based LMX differentiation and/or (b) OCB-based LMX differentiation 

within the team was/were low. 

n= 41 teams in Study 2. 

(1) The relationship between LMX differentiation and procedural justice 

climate was determined by whether the LMX differentiation was based on 

members’ task performance: Such relationship was negative when the 

task performance-based LMX differentiation was low, while the 

relationship was positive when the task performance-based LMX 

differentiation was high. 

(2) Procedural justice climate mediated the relationship between LMX 

differentiation and group proactivity. 

 

Seo, Nahrgang, 

Carter, & Hom, 

(2018) 

Within-group variance in 

individual-assessed LMX 

score 

Team-Level n= 96 teams. 
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(1) LMX differentiation can be divided into 5 kinds of configuration:  

bimodal configuration, solo-status low LMX configuration, solo-status 

high LMX configuration, and 2 fragmented configurations. 

(2) LMD configuration determined the relationship between LMX 

differentiation and collective organizational commitment as well as the 

indirect effect of LMX differentiation and collective turnover via 

collective organizational commitment:   

(a) The relationship between LMX differentiation and collective turnover 

was positive for the fragmented configuration and solo-status low LMX 

configuration; 

(b) The relationship between LMX differentiation and collective turnover 

was negative for the bimodal configuration; 

(c) The indirect relationship between LMX differentiation and collective 

turnover via collective organizational commitment was negative for the 

fragmented configuration and for the solo-status low LMX configuration; 

(d) such indirect relationship was positive for the bimodal configuration. 
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Yu, Matta, & 

Cornfield (2018) 

Meta-analysis  Team-Level n= 4114 teams. 

LMX differentiation was negatively related to team performance through 

evoking dysfunctional team process (such as triggering team conflicts or 

hampering team coordination) and through impairing emergent statement 

(such as justice climate, and collective harmony).    
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