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Abstract: This study examines how Malaysian leader and member in healthcare industry interpret and
demonstrate leader-member relationships differentiation influence team effectiveness, operationalized as team
satisfaction and team viability. Our sample of  475 staff  nurses represented 92 wards in four hospitals. Results
revealed that team potency mediates the relationship between leader-member exchange differentiation and
team effectiveness. These findings validate our proposition of  leader-member exchange differentiation in
Malaysian healthcare industry and empirical support for the central roles of  team potency as a socio-emotional
process in workgroups.
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I. INTRODUCTION

In Malaysia nowadays has urged into an innovation led economy, it has turned into more significant to
enrich the development of  highly effective team to meet the desires of  the Malaysia economic development
cycle. Majority of  companies in Malaysia have established environments or situation which allow for the
progression of  the ideal situations to encourage and facilitate teamwork between employer and employees
[1]. In healthcare industry, realizing the potential negative impacts of  turnover society’s future health care
needs as well as to the nation, it is believed that nurses must often work together, such that teamwork is an
essential aspect of  healthcare delivery. Higher effective team associated with better patient outcomes along
with reduce turnover [2][3]. Several scholars have theorized that an effective team makes better quality
decision and cope more effectively with complex task as well as better coordinate actions [3] [4] [5].

Furthermore, management should focus on employees’ emotion especially about their work and
personal relationships at workplace and on how leaders influence employees’ performance. Indeed, success
employees are the leader’s priority goal. Besides, there have debated in leadership literature on theoretical
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basis and empirical findings disputes that whether the different relationship between leaders and members
of  group support or lower team performance [6]. Several researchers have found out that the different
relation between leaders and members can improve team effectiveness and inspires individual work quality
[7] [8], while others have found it distresses cohesiveness and team spirit among team members [9] [10]
[11], and thus, team effectiveness [12]. LMX differentiation research still remains limited, its empirical
proof  is unclear with respect to whether LMX differentiation supports or hurts team performance, and
very little is known about when LMX differentiation increases group performance [6]. In healthcare
perspective, without support from superior, nurses may experience negative feelings such as depression
and burnout, which will affect their performance.

In leadership literature, it is well known that leaders build different relationships with members within
a team. This is partly because internal selection process and competition for limited resources and opportunity
(eg. promotions) require that leaders make distinctions among their members. In the nursing context,
hospital nurses who work in teams are tending to compare their inputs and outputs with their colleagues to
get a sense of  relative position within the group and this position affects their attitudes and subsequent
behavior, particularly on their perception of  fairness [13].

The purpose of  this paper is to suggest a mediation model for LMX differentiation and team
effectiveness relationships by integrating input-process-output (IPO) team research model [14]. This study
proposed team potency will mediate the relationship between LMX differentiation and team effectiveness.
The paradigm for linking LMX differentiation and team effectiveness is the IPO model [14], wherein LMX
differentiation is the “input” and team effectiveness is the “output”. The “process” describes how “input”
is transformed to “output”, including social interaction (eg., cooperation, communication, shared belief)
[15] [16]. Team potency represents key aspects of  socio-emotional mechanisms; they capture interpersonal
interactions among group members as well as the affective component and cognitive belief  of  group
members. Team potency referred as shared confidence in a team’s general capabilities [17][18] and one of
the most important ingredients of  team motivation and team effectiveness [19]. Team potency refers to
the team’s overall performance in different areas rather than its capacity to carry out a specific task [20]
[21]. We focused on team potency in this study because nursing teams perform different types of  tasks and
are often engaged in multiple team processes at the same time [22]. Therefore, team potency may be a
crucial intervening process that might explain the negative association between LMX differentiation and
team effectiveness.

II. LITERATURE REVIEW

(A) Team Effectiveness

In this study, team effectiveness is divided on two categories; team satisfaction and team viability based on
model developed by Hackman [23]. Team satisfaction refers to positively member’s feeling about other
members in a team. As stated by Hackman [23], “team members should like other members or else the
emotional cost to frustrated members likely outweighs the benefits of  being in a team”. Team viability
represents as members’ intention to stay in a team, which a condition needed for beneficial team functioning
over time [24]. Effective teamwork use interaction processes that at least retain members’ ability or desire
to perform subsequent tasks together [23]. Group interaction that frustrates members can results in the
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team burning itself  up, leaving members unwilling to continue working together in the future. This is
particularly problematic in the organizational context, where teams can be long-term or individuals remain
in the organization and are expected to potentially meet other group members in future teams.

(B) Leader-member Exchange Differentiation

LMX refers as leader and member relationship quality based on trust, respect, and obligations [25]. However,
the concept of  LMX has found that leaders develop different LMX relationships among their followers
[26]. This is a practice referred to as LMX differentiation [27]. By definition, it is popularly accepted that
LMX differentiation is a team-level model [27] [28] [29], which refers to a level to which members working
with a same leader vary in terms of  LMX relationship quality with their leader [30]. Some researcher had
studied it from individual level, conceptualized as the amount of  variability in LMX relationships perceived
by team members [9]. However, within our study on LMX differentiation, we argue that it occurs on a team-
level because it depicts the level to which leader-member relationships within a work group differ [30].

(C) Team Potency

Team potency refers to team members’ shared beliefs about their collective capabilities of  the team across
tasks and context [17]. Team potency also is a critical motivational state in teams [31]. Even though there
are similarities between team potency and collective efficacy [32], potency refers to beliefs in generalized
team capability for achieving general effectiveness [18], whereas collective efficacy is task specific [33]. It is
possible that efficacy and potency can exhibit differential relationships with performance. For example,
members of  an engineering team might believe that they can design a specific new product (high team-
efficacy) but might not believe that they can effectively produce, market, and sell the product (low potency).
The predictive utility of  team-efficacy and potency thus may differ depending on prediction of  performance
on a specific task or generalized performance.

(D) Theoretical background and proposition development

With rising interest in highlighting the purpose of  study teams for organizational effectiveness, understanding
the significance of  different leader-member exchanges (LMX) for team processes and outcomes has become
increasingly important because LMX relationships operate on a social network boundary that influences
other exchange relationships within work teams [27] [34] [35]. The study of  LMX has proven to be rich
leadership approach over the past several decades [6] [25] [36]. LMX is an alternative approach to
understanding a leaders’ influence on by focusing on dyadic or paired relationship between leaders and
each of  their subordinates [37].

The LMX model suggests that leaders do not use the same style or set of  behaviors uniformly across
all members. Instead, unique relationship exchange develops with each employee that remains relatively
stable over time. These exchanges range from low to high quality. Employees with high-quality exchanges
have been referred to as in the “in-group” and those with low-quality exchanges as in the “out-group.”
When the relationship between a leader and a subordinate is of  high quality (rather than low-quality),
subordinate will receive better performance evaluations [38] [39], more promotions [40] more mutual
trust, liking, respect and reciprocal influence [37] [41], better objective performance [42], less turnover
[43], and several beneficial consequences for both themselves and the organizations [44].
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Although these results are compelling, LMX research has largely overlooked group-level differentiation
in LMX relationships, which is naturally embedded in the phenomenon of  LMX [30]. Accordingly, House
and Aditya [45] note that the majority of  LMX studies have tended only to look at the relationships
between high-quality LMX relationships and employee work outcomes from an individual perspective
[46]. Therefore, research examining the LMX differentiation within work teams has not been thoroughly
investigated [30] [46] [47].

According to Cashman, Dansereau, Graen, and Haga [48], some members are implicitly placed on
paths to termination and others on paths to organizational assimilation through the development of  LMX.
When a leader orients different members on different pathways, the leader is differentiating the treatment
of  these members and defining relationships with them as in-groups or out-groups. Furthermore, work
groups also could differ in the degree to which the quality of  the in-group and out-group relationship
varies within the group. Thus, by definition, LMX differentiation refers to the degree of  within-team
variability in the quality of  LMX relationships between a leader and members within a work team [26]. Past
research has revealed that employees are conscious of  their relative standing in a set of  differentiated LMX
relationships in their work team [35] [47].

In the context of  individual level, high-LMX (in-group) members will produce better performance
compare to low-LMX (out-group) members. However, from group level, the differentiation of  LMX among
members in a team consequently impact on team effectiveness. Therefore, the degree of  within-team
LMX differentiation is present in the vast majority of  work teams and has been noted as playing a crucial
function in shaping team processes and outcomes [49] [50]. When a leader differentiates, the varied levels
of  LMX relationships operating within the work team are likely to influence the way members react to
other members for achieving team performance and in turn impacts their satisfaction with the group as a
whole [50] [27].

The present study by Choi [7] postulates that high LMX differentiation hurts team effectiveness
because it lowers team potency which refers to group members’ shared belief  that group members as a
whole can be effective [51]. Team potency represents as key of  socio-emotional mechanism that capture
interpersonal and interactions among group members as well as the effective component and cognitive
belief  of  group members. Due to LMX status differences within a group, high LMX differentiation may
lead to self-efficacy divergence in a work group, which in turn inhibits group members’ shared perceptions
of  their effectiveness as a group and subsequently decreases their performance, satisfaction and intention
to work together [11].

Accordingly, at the group level, highly diverse LMX relationships may ultimately engender self-efficacy
divergence among members. As LMX relationship qualities differ among members, their levels of  self-
efficacy may diverge. Supporting this prediction, previous studied [11] found that high self-efficacy divergence
in a work group and low collective efficacy mediate the negative relationship between differential leadership
measured by group members and group effectiveness. Collective efficacy is closely related to team potency
and defined as “a group’s shared belief  in its conjoint capabilities to organize and execute the course of
action required producing given levels of  attainments [32].

Moreover, team potency in one of  the commonly researched constructs as the antecedent of  team
effectiveness [52] [53]. Team potency also can be generated relatively primary in the group creation process
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and can have positive effects on group outcomes [52]. For example, members in a team will be successful
no matter what the task is given. Teams should have a high sense of  potency or belief  that they can be
effective. Conceptually, group potency is considered to capture broader perceptions and more generalized
beliefs concerning group capability and group effectiveness on any tasks and jobs [54] [53]. Based upon
these empirical findings, therefore, we expect:

Hypothesis 1: LMX differentiation is related to team potency

Hypothesis 2: LMX differentiation and team potency is related to team effectiveness

Hypothesis 3: Team potency will mediate the relationship between LMX differentiation and team effectiveness

III. METHODOLOGY

(A) Sample and Procedure

Respondents in this study comprise of  staff  nurses and sisters (immediate supervisor) who are working in
four general hospitals in Peninsular Malaysia. Normally, work nature for any ward in Malaysian hospitals
consists of  team lead by sister and staff  nurse as a member. Therefore, unit of  analysis of  this study is a
team which is involve of  hospital ward. The sample included nurses who work in a variety of  specialized
units including cardiology, surgery, pediatrics, neurology, and emergency medicine.

In this study, staff  nurses and sister were asked to evaluate their relationship between each other.
Consistent with the minimum time period typically needed to develop a mature workplace relationship, our
sample excluded sisters who had been in the position for less than 6 months, and staff  nurses who had
been in their hospital ward for less than 6 months [25]. This ensured that both were sufficiently familiar
with each other and had developed exchange relationships.

The questionnaires were distributed to selected staff  nurses (475) and sisters (95), across 95 hospital
wards. Each questionnaire was coded with a researcher-assigned identification number to match staff
nurses and sisters. To ensure confidentially, the participants were asked to seal the completed questionnaires
in the return envelopes and return them directly to the researchers.

The usable sample was composed of  413 staff  nurses belonging to 86 wards and 86 sisters, giving a
response rate of  87 percent to staff  nurses and 91 percent to sisters, respectively. The number of  respondents
per team ranged from three to five, with an average of  four respondents per team. To examine possible
sampling bias, we compared sample means for the usable cases and those cases dropped due to unmatched
questionnaires for all study variables. Our analysis of  variance procedures did not yield any significant
different means for the two groups, indicating little sample bias.

(B) Measures

All scales were measured with a 5-point Likert-type scale (1 = strongly disagree, 5 = strongly agree).

Leader-member exchange differentiation. The member’s perception of  leader-member exchange was
assessed with the LMX-MDM developed by Liden and Maslyn [55] using twelve items measure. Whereas
to assess leader-rated leader-member exchange, the researchers used the SLMX-MDM developed by Greguras
and Ford [56] based on LMX-MDM and also consists of  twelve items measurement. The complete
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questionnaires will then pair between the subordinate’s questionnaire and that of  his or her immediate
supervisor to form a dyad. Then, LMX differentiation for each group will measure by subtracting the mean
individual-level LMX score for each team from each individual team members’ LMX scores [38] [57].

Team potency. Team potency will be measure via the self-report method with items examining individual
members’ perception of  team potency. The scale for team potency consisted of  three items was developed
by Campion et al. [17].

Team effectiveness. Team effectiveness was measure by team satisfaction and team viability by member
ratings. This is also consistent with the team effectiveness models developed by Hackman [23]. Team
satisfaction was measured with seven items developed by Doolen [58] and Van der Vegt, Emans and Van
De Vliert [59]. A scale of  constructed by Hackman [23] which consisted seven items was used to measure
team viability.

Control variables. Following Spector and Brannick’s [60] suggestion, we controlled for the following
variables to test the hypotheses. First, group size and team tenures (in years) were controlled because these
variables are potentially related to team effectiveness [27] [61]. We measured team tenure as the logged
average number of  years that team members had been member of  team, while team size is measured by
the logarithm of  the number of  team members.

(C) Level of  Analysis Aggregation

As we operationalized the constructs at the team level, we aggregated nurses’ responses on the scales to
compute single score for each team. We used within-group interrater reliability (rwg) [62] and intraclass
correlation coefficient [ICC (1) and ICC (2); 63] to examine the appropriateness of  aggregation. All indices
of mean rwg, ICC (1) and ICC (2) for LMX (rwg = 0.96, ICC (1) = 0.51, ICC (2) = 0.82, F (91,1012) =
13.59 , p <0.01), team potency (rwg = 0.97, ICC (1) = 0.24, ICC (2) = 0.86 , F ( 91,552) = 3.18 , p <0.01),
and team effectiveness (rwg = 0.92, ICC (1) = 0.35, ICC (2) = 0.90 , F ( 91,552) = 9.98 , p <0.01) indicated
acceptable agreement because rwg was greater than 0.70 and because ICC (1) was above 0.12. Accordingly,
these indices support the aggregation of  individual ratings to create group scores.

(D) Confirmatory Factor Analysis

Using confirmatory factor analysis (CFA) at the team level of  analysis, we assessed factor model using all
measures obtained from team members including LMX differentiation, team potency and team effectiveness.
Using the maximum likelihood method, we computed parameter estimates using structural equation modeling
(SEM). The model yielded a good overall fit to the data, the chi-square (�2) = 135.96, p-value = 0.000,
comparative fit index (CFI) =0.96, Tucker-Lewis Non-normed fit index (TLI) = 0.96, goodness of  fit
index (GFI) = 0.86, adjusted goodness of  fit index (AGFI) = 0.83, and root mean square error of
approximation (RMSEA) = 0.058 were in the range of  an accepted level [64] [65] and the factor loading for
each item on its corresponding construct was significant at the 0.05 level.

IV. ANALYSIS

Table 1 provides the means, standard deviations and correlations for the study variables. The zero-order
correlation indicated that LMX differentiation was found to be significantly negatively correlated to team
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potency (r = -0.354, p <0.01) and team effectiveness (r = -0.648, p <0.01). Moreover, team potency was
found to be positive relationship with team effectiveness (r = 0.262, p<0.01). In addition, an analysis of  the
variance inflation factors (VIFs) indicated the VIFs in all models to be lower than 10. Thus, all variables
could be maintained in the regression analysis [66].

Table 1
Descriptive Statistics

Variables Mean SD 1 2 3 4 5

Team size 4.51 0.58 1

Team tenure 4.66 0.59 0.115* 1

LMX differentiation 0.75 0.33 0.105 0.017 1

Team potency 3.77 0.34 0.222* 0.400* -0.354** 1

Team effectiveness 3.97 0.42 -0.168* 0.143* -0.648** 0.262** 1

Note:  *p<0.05; **p<0.01

(A) Hypotheses Results

Our model proposed three of  hypotheses: (1) direct effects of  LMX differentiation on team potency; (3)
direct effects of  LMX differentiation and team potency on team effectiveness and (3) the mediating role of
team potency in the LMX differentiation – team effectiveness relationship. We test Hypothesis 1and
hypothesis 2 by using a hierarchical regression technique. Demographic variables such as team size and
team tenure were statistically controlled. As shown in Table 2, based on Model 1, the control variables
accounted for 10.4% of  the variance in team potency (r2 = 0.104, F-change = 12.293, p<0.01). Two
control variables; team size and team tenure were significantly related to team potency (� = -0.202, p<0.01;
� = 0.236, p<0.01). On adding LMX differentiation based on Model 2, the R2 increased to 0.202. This
indicated that LMX differentiation was able to explain an additional of  9.8% (r2-change = 0.098, p<0.01)
of  the observed variations on team potency. LMX differentiation was significantly and negatively related to
team potency (� = -0.316, p<0.01), thereby supporting Hypothesis 1. This indicated that high differentiation
of  LMX will decrease team potency.

Based on model 3, the control variables accounted for 1.7% (r2 = 0.017, p>0.01). However, the
results show that team size (� = -0.028, p>0.01) and team tenure (� = -0.124, p>0.01) were not related to
team effectiveness. This indicates that these two control variables were not influence team effectiveness.
However, in Model 4, by adding LMX differentiation and team potency, the R2 increased to 0.088. This
result shows that the predictor variables were able to explain addition 7.1% of  the variance related to team
effectiveness (r2-change = 0.071, p<0.01). The results indicated that LMX differentiation (� = -0.237,
p<0.01) and team potency (� = 0.441, p<0.01) were significantly related to team effectiveness. Thus,
Hypothesis 2 was supported.

Next, we used PROCESS macro in SPSS version 21.0 [67] to test Hypothesis 3. Zhao, Lynch, and
Chen [68] have recommended that researchers test mediation effects by using indirect effect approach.
The PROCESS macro is preferable to Sobel’s test because the PROCESS macro estimates indirect effects
by bootstrapping, which mitigates the problem of  a non-normality violation of  the indirect effect [69].
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According to Table 3, after controlling team size and team tenure, LMX differentiation was negatively
associated with team effectiveness (b = -0.618, p<0.01), and team potency was positively associated
with team effectiveness (b = 0.443, p<0.01). However, after team potency was taken into account, the
effect of  LMX differentiation became weaker and significant (b = -0.781, p<0.01), yielding an indirect
effect on team effectiveness (0.162). This suggests partial mediation. Bootstrap results showing
that confidence interval (CI) for the indirect effect did not include zero (95% bootstrap CI [0.105,
0.229], p <0.05), supporting a statistically significant indirect effect. Taken together, Hypothesis 3 was
supported.

Table 2
Regression Summary for Direct Relationship

Team potency Team effectiveness

Predictors Model 1 Model 2 Model 3 Model 4

Step 1: Control variable

Team size -0.202** -0.172** -0.028 0.010

Team tenure 0.236** -0.208** -0.124 -0.085

Step 2: Predictor variable

LMX differentiation -0.316** -0.237**

Team potency 0.441**

r2 0.104 0.202 0.017 0.088

Adjusted r2 0.096 0.191 0.007 0.071

r2-change 0.104 0.098 0.017 0.071

F-change 12.293** 25.792** 1.791 8.232**

Note: *p <0.05 **p<0.01

Table 3
Regression Summary for Mediation

Variables Direct, indirect and total effects Bootstrap for indirect

� SE t p effect

Team effectiveness regressed on -0.618 0.060 -10.210 0.000 Effect = 0.162
LMX differentiation (path c)

Team potency regressed on LMX -0.366 0.077 4.706 0.000 Boot SE = 0.031
differentiation (path a)

Team effectiveness regressed on team 0.443 0.047 9.327 0.000 LL95% CI= 0.105
potency, controlling for LMX
differentiation (path b)

Team effectiveness regressed on LMX -0.781 0.052 -14.770 0.000 UL95% CI= 0.229
differentiation, controlling for team
potency (path c’)

Notes: Control variables include team size and team tenure; Boot SE= bootstrapped standard error; LL = lower limit; UI
= upper limit; CI= confidence interval. Bootstrapped sample size = 5000
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V. DISCUSSIONS

Hypothesis 1 suggests that LMX differentiation has negatively influence team potency (� = -0.316, p<0.01).
Thus, Hypothesis 1 was supported. In other words, higher levels of  LMX differentiation are predictive of
lower levels of  team potency. This result is similar with previous finding by Choi [7]. Hypothesis 2 suggests
that team potency would be positively related to team effectiveness. Team potency was found to be significant
positive related to team effectiveness (� = 0.159, p<0.05). Thus, hypothesis 2 was supported. In other
words, higher levels of  team potency are predictive of  higher levels of  team effectiveness. These findings
are similar to previous research [52] who found positive relationships between potency and team effectiveness.
Finally, the findings showed that the relationship between LMX differentiation and team effectiveness was
partially mediated by team potency (Hypothesis 3). The findings are consistent with those of  previous
studies [11] which found collective efficacy mediate the negative relationship between differential leadership
measured by group members and group effectiveness. According to the IPO models of  team research
framework, team input acts on team processes, thereby affecting team outcome. More specifically, high
LMX differentiation challenges delegation and social harmony in groups [70] [71], which is likely results to
disagreements about team relations, such as reducing shared belief. LMX differentiation makes the group
members engage in social comparison processes, which in turn affects individual attitudes and behaviors
[47]. Considering that group members have social and developmental needs when developing LMX
relationships with the leader [72], this LMX status difference within a group may be detrimental to maintaining
their socio-emotional bonds within a group. Specifically, high LMX differentiation may lead to self-efficacy
divergence in a work group, which in turn inhibits group members’ shared perceptions of  their effectiveness
as a group and subsequently decreases their satisfaction and intention to work together [11].

(A) Theoretical and Practical Implications

This study attempts to make several theoretical and practical contributions. This research will contribute to
team and leadership literature by examining how leaders differentiate among group members in order to be
an effective team particularly in Malaysian context. Even though the theoretical and practical bases of
LMX differentiation have been made explicit literature, current LMX research has not yet been clear about
LMX differentiation and team effectiveness relationship [46] [27].

Besides, this research will contribute knowledge and evidence on the importance of  team performance
in order to deliver of  quality care of  patients. According to Kalisch and Lee [73] indicated that the importance
of  teamwork among nurses has been little understood and largely ignored. This study provides evidence
that teamwork is critical for the provision of  quality nursing care. Furthermore, nurses involve in a wider
range of  behavior that are more flexible and promotes overall quality care [74]. Likewise, sisters (immediate
supervisor) should provide a quality of  relationship equally to all nurses under their supervision so that it
will increase their work performance and consequently might affect their quality care to their patients.

The findings also suggest that Malaysian Ministry of  Health (MOH) must look over the human
resource development policies aimed at improving the psychological resource among nurses in term of
training and information system, which enables them to manage efficiently with any situation. Nurses who
have strong teamwork between each other, they are believed to present better their works and provide
quality of  care to the patients and will reduce medical error as well. Hence, this research expects to provide
information and evidence regarding important of  teamwork among nurses in public hospitals.
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Besides, this study hope that the high relationship between sisters and staff  nurses and high cooperative
communication among peers will lead to team effectiveness and consequently lead to higher service quality.
It would be worthwhile for the Malaysian Ministry of  Health and nursing management to provide more
training and mentoring programs for sister to encourage a greater range of  support to their staff  nurses
and develop strong networks among themselves. This will enable the sisters to provide greater support in
terms of  showing concern for staff  nurses’ feelings and needs, providing help and information, and providing
constructive feedback. Appropriate amounts of  supervisory support to nurses will enable them to become
more engaged in their work.

(B) Limitations and Future Directions

Similar to other studies, this study also has some limitations. This study focused on theorizing team potency
as key variable in LMX differentiation-team effectiveness relationship and believes team potency is
mechanism that could influence the relationship. Future research can consider comparing and contrasting
the relative importance of  potential mediators such as team coordination, cooperative communication, or
team conflict in order to advance our understanding of  the precise mechanism that explain the relationship
between LMX differentiation and team effectiveness well. In addition, this study is limited to nurses who
are working in four general hospitals only which limits generalizability. The same research could be expanded
among other health-care employees from public and private hospitals. A larger sample in the same industry
would improve the generalization of  the findings.

VI. CONCLUSIONS

It can be concluded that teamwork in healthcare industry is widely recognized as an important factor in
providing high quality patient care. This study also developed understanding on how LMX differentiation
related to team effectiveness among nurses in Malaysian public hospital. Our finding indicated that team
process mechanism such as team potency serves as a socio-emotional process to influence LMX
differentiation and team effectiveness relationship.
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