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This study suggests mediation analysis as a better way to understand the inconsistency of
findings on how leader member exchange (LMX) leads to turnover intention in Chinese
companies. Job satisfaction and job stress are hypothesized as two possible mediation paths. In a
relationship-oriented culture setting, inquires as such are particularly important and meaningful.
Findings include that job satisfaction fully mediates the relation between LMX and the intention
of turnover, and that job stress does not mediate the linkage between LMX and turnover
intentions. Theoretical and practical implications including cross-cultural meanings are
discussed.

Voluntary job turnover has long been an important area of research in several disciplines (e.g.
psychology, sociology, economics, and organizational behavior) (Williams & Hazer, 1986).
There are obvious problems that turnover can present concerning the efficient functioning of
organizations. However, actual turnover behaviors are hard to measure (Breukelen et al, 2004).
The theory of planned behavior (Ajzen, 1991) suggests that behavioral intention is a good
predictor of actual behavior. Turnover intention represents an attitudinal orientation or a
cognitive manifestation of the behavioral decision to quit. There is considerable empirical
support for the notion that turnover intention is probably the most important and immediate
antecedent of turnover decisions (Mobley et al, 1979; Mitchel, 1981; Bluedorn, 1982). Mobley
et al., (1979) have even suggested that intentions offer a better explanation of turnover because
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they encompass one's perception and judgment. Therefore, turnover intentions are usually
measured and accepted as a precursor to the actual turnover behavior.

It has long been believed in literature pertaining to turnover that supervisor-related
antecedents play a critical role in employee turnover (Morrow, Suzuki, Crum, Ruben & Pautsch,
2005). Constructing and maintaining good relationships between supervisors and subordinates
provides a disincentive for employees to quit (Morrow, Suzuki, Crum, Ruben, & Pautsch 2005).
Leader-Member Exchange, or LMX, examines the relationship quality between superiors and
subordinates and specifies factors that determine the quality of the relationship (Liden et al,
1997; Maslyn & Uhl-Bien, 2001). According to Graen and Scandura (1987), LMX refers to the
quality of the relationship shared by supervisors and subordinates. LMX has been one of the
most researched models of leadership since the 1960s (Gerstner & Day, 1997). It has long been
suggested by researchers (e. g., Dienesch & Liden, 1986; Gerstner & Day, 1997; Graen &
Scandura, 1987; Graen & Uhl-Bien, 1995) that fewer “outcome-oriented” LMX studies (i.e.,
with performance as the dependent variable) are needed and more basic LMX correlates should
be investigated. On the other hand, some recent studies (e.g., Maertz & Griffeth, 2004; Morrow
et al., 2005) identified leader-member relationship as a neglected antecedent of turnover and
found that LMX has rarely been included in turnover studies. In addition, far less empirical
attention in leadership literature has been given to the mechanism that operates between LMX
and various work outcomes (Bhal, Gulati & Ansari, 2009). This paper responds by examining
the mechanism between turnover intentions and LMX by addressing the multiple mediating
effects of job satisfaction and job stress.

Job satisfaction and job stress as predicting factors of employee turnover has been a topic
widely studied and established. (e.g., Brotheridege & Grandey, 2002; Mobley, et al., 1979).
Among all the potential mediating variables, job satisfaction was chosen as it has been
considered the most important factor in voluntary turnover research (Trevor, 2001). It plays a
major role in almost all turnover theories (Lee et al., 1999) and was tested to be the key
psychological predictor in most turnover studies (Dickter, Roznowski, & Harrison, 1996). It has
been proposed that leader support can possibly reduce employee turnover directly or indirectly
through job satisfaction (Griffeth & Hom, 2001; Mowday et al., 1982). Extensive research has
shown that job satisfaction reduces turnover (e.g., Griffeth et al., 2000) and increases retention
(Kim et al., 1996).

We also examine job stress as a possible mediating factor between LMX and turnover
intention because of its psychological and financial importance to both the employees and
employers. While turnover cost could be as high as 1.5-2.5 times the employee’s salary (Griffeth
& Hom, 2001; Cascio, 2003), or as much as 5% of the organization’s annual operating budget
(Hinkin & Tracey, 2000), workplace stress was estimated to cost US employers more than $200
billion every year (DeFrank & Ivancevich, 1998). Stress is important for employees as well as
employers (DeFrank & Ivancevich, 1998; O’Driscoll & Beehr, 1994) because of the
potentialeffects on employee psychological conditions such as depression, frustration, anxiety, as
well as physical problems such as high blood pressure.(Ganster & Schaubroeck, 1991; Jex &
Beehr, 1991). Past research has shown that stress is a key predictor of turnover intentions (e.g.,
Brotheridge & Grandey 2002; Mayes & Ganster 1988; O’Driscoll & Beehr 1994; Parasuraman
& Alluto 1984; Rahim 1997).

An important contribution of the current study is its application in the Chinese context.
China has experienced rapid economic growth for almost 30 years since it launched the open
reform policy, and has attracted a great amount of foreign direct investment (FDI) from the
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Western business world. It was suggested by Sloman (2007) the increasing need for further study
and understanding of people in China given the rapid change in the Chinese economy. It is
especially important for the Western world to understand how employees in China respond to the
organizational practices and policies commonly utilized in Western companies in order to
succeed in attracting and maintaining the best talent in China, therefore increasing
competitiveness in the global market.

Most leadership studies have been conducted in the Western society, and there is a need
to add the empirical cross-cultural validity of the LMX-work outcomes relationships to current
literature (Bhal, et al., 2009). It has been questioned whether Western leadership models can
apply to collectivist, “high-power-distance” (authoritarian) cultures such as most Asian countries,
but interestingly past research has shown that LMX relationships hold true in several cultures
such as Japan (Graen et al., 1990), Turkey (Erdogan et al., 2006), and Malaysia (Ansari et al.,
2007). An increasing number of leadership studies have been conducted in China (e.g., Chan &
Farh, 1999; Hackett et al., 2003; Hui, Law, & Chen, 1999; Wang, et al., 2005) and have revealed
remarkably consistent results across cultures (Wang, et al., 2005).

It was suggested by the growing literature that the basic relationships between leadership
and workplace outcomes established in the West are supported in China, thereby increasing the
generalizability of previous findings from Western samples (Wang, et al., 2005).

That being said, we should recognize that some of the significant cultural, political,
economic and social factors that are unique in China might confound the current study. For
example, it is suggested that Chinese employees behave differently from their Western
counterparts under the traditional Chinese culture, including personalism and guanxi (Chen,
2000). The traditional cultural value may also have an impact on the extent to which individuals
feel supported by organizations, which may be important in Chinese environments, and thus
affecting their turnover intentions (Hui, et al., 2007). It should also be noted that our conclusions
need to be kept in the evolving Chinese institutional and social context. China has experienced a
large-scale privatization process for state-owned enterprises. There is a unique economic
environment where different types of ownership coexist: private organizations, foreign-owned
companies, as well as state-owned enterprises, are strong competitors in the marketplace (Zhu et
al. 2008; Ahlstrom, Foley, Young & Chan, 2005). It has been suggested that ownership structure
does have an impact on employee attitude and behaviors (Wang, et al., 2009), which cannot be
translated to the Western context.

Literature Review
Person-Environment Fit Theory and LMX

LMX theory posits that the relationship between a supervisor and an employee develops
as a result of work-related exchanges between the two individuals. These relationships can be
characterized as high in quality or "good" (i.e. reflecting trust, respect and loyalty) and low in
quality or "bad" (i.e. reflecting mistrust, low respect and a lack of loyalty) (Morrow, Suzuki,
Crum, Ruben & Pautsch, 2005).

Person-environment fit theory (French et. al., 1974) states that incongruence or mismatch
in the relationship between employee and the job environment (e.g. LMX) explains a variety of
outcomes such as turnover intention. Bad LMX is highly related to incongruence of values
between supervisors and employees (Testa, 2009). Researchers find that when the incongruence
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between the employee and the job environment increases (e.g., LMX), the employee is more
likely to display increased intention of turnover (Edwards, 1991). A meta-analytic finding, albeit
based on a very small number of samples, indicates that the quality of LMX is negatively related
to intended turnover (Gerstner & Day, 1997) and actual turnover (Griffeth et al, 2000). Bad
LMX has been viewed as an undesirable attribute or a type of person-environment misfit and has
been observed to explain employees' turnover decisions (Griffeth & Hom, 2001). Firms have
therefore sought to maximize LMX perceptions among subordinates as an approach to combat
turnover (Morrow et al., 2005). However, the meta-analysis of Gerstner and Day (1997) only
suggested a small statistical relationship between LMX and turnover and the more recent meta-
analysis by Griffeth et al. (2000) also shows a weak relationship between the two. In addition,
Sparrowe (1994) and other researchers find that the path from LMX to turnover intentions was
not significant when LMX was tested along with other variables in structural equation models
(Sparrowe, 1994; Wayne et al., 1997). Wilhelm (1993) further investigated the circumstances
under which LMX was significant when entered with equity perception and job satisfaction in a
regression model. Fascinatingly, Harris (2004) suggested that LMX may actually be
curvilinearly related to turnover intentions and turnover. Clearly, the conclusions drawn about
the relationship between turnover intentions and LMX have not been consistent, with some
studies finding a significant negative relation (Dansereau et al., 1975, 1985; Graen & Ginsburg,
1977; Graen, Liden & Hoel, 1982) but others finding an insignificant correlation (Vecchio, 1985;
Vecchio et al., 1986). Research is needed to investigate the mechanisms through which LMX
influences turnover intention and to shed light on these contradictory findings; however,
empirical investigation documenting these mediating mechanisms has lagged (Griffeth & Hom,
2001).

Person-environment fit theory (French, 1974) proposes that when low person-
environment (P-E) congruence (e.g., bad LMX) exists, individuals tend to experience changes in
their emotional and attitudinal states at work such as job stress and job satisfaction. These
emotional and attitudinal states could be antecedents for behavioral consequences such as
turnover or turnover intentions. Individuals tend to suffer from lower levels of job satisfaction
and higher levels of job stress (Furnham & Schaeffer, 1984) when this incongruence or misfit
(e.g., bad LMX) persists. On the other hand, a better environmental fit (e.g., good LMX) predicts
greater job satisfaction and lower job stress (Beatty, 1998; Flaherty, Dahlstrom & Skinner, 1999;
Furnham & Schaffer, 1984; Posner, 1985; Siguaw, Brown & Widing, 1994). In the mean time,
job stress and lack of job satisfaction are among the most relevant factors that contribute to
people's intention to quit their jobs (Moore, 2002). However, there has been no empirical
research examining these two factors as mediators on the linkage between LMX and turnover
intentions. This study attempts to examine the possible mediation effects of job stress and job
satisfaction, thus to render a better understanding of the paradoxes in the existing research. In
essence, we argue that employees who have different qualities of LMX experience different
levels of job satisfaction and job stress, which are direct antecedents of voluntary turnover
intention. In other words, job satisfaction and job stress transfer the effect of LMX onto turnover
intention. This is a very important inquiry given that, "if an indirect effect does not receive
proper attention, the relation between two variables of interest may not be fully considered"
(Raykov & Marcoulides, 2000, p. 7).

Baron and Kenny (1986) suggested a set of required tests for mediation. Three essential
steps to establish a mediation relation were reviewed and hypotheses were developed
accordingly.
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LMX and Turnover Intention

The first condition for mediation is that the independent variable(s) must relate to the
dependent variable(s) in the absence of the mediator(s). Thus, LMX should be directly related to
their turnover intention. Reviewing past research on the relationship between LMX and turnover
intention, LMX has been hypothesized as an important antecedent for turnover intention.
Previous research has suggested that a negative linear relation exists between LMX quality and
turnover intentions (e.g., Vecchio & Gobdel, 1984; Wilhelm, Herd, & Steiner, 1993). A meta-
analytic finding also indicated that the quality of leader member exchange (LMX) is negatively
related to intended turnover (Gerstner & Day, 1997) and actual turnover (Griffeth et al, 2000).
Poor LMX has similarly been viewed as an undesirable attribute in an employment relationship
and has been observed to explain employees' turnover decisions (Griffeth & Hom, 2001,
Morrow, et al., 2005). As these relations have been established previously, they are not formally
hypothesized here, although in the analyses we checked for them as a condition of mediation.

LMX — Job Satisfaction and Job Stress

The second condition for mediation is that the independent variable(s) must be
significantly related to the mediator(s), that is, LMX is significantly related to both job
satisfaction and job stress. Previous research has shown that job satisfaction is positively related
to LMX and that interpersonal relationship is a significant job stressor. These two lines of
research are considered separately below.

LMX and job satisfaction. Job satisfaction is the affective attachment to the job viewed
either in its entirety (satisfaction with the job itself) or with regard to a particular aspect (e.g.,
satisfaction with supervisor) (Tett & Mayer, 1993). Therefore, job satisfaction could be a multi-
faceted function of several diverse factors, including satisfaction with pay, supervisor, and
coworkers (Trevor, 2001). Meta-analytic research on the effect of job satisfaction on turnover
shows that overall satisfaction with the job explains more variance than satisfaction with job
facets (Hom & Griffeth, 2005)

Employee job satisfaction derives from individual organizational identification, open and
effective communication, and high quality interpersonal relationships between supervisors and
employees (Herzberg et al., 1959; Randolph & Johnson, 2005). LMX research has suggested that
supervisors and employees share mutual trust, respect and obligation when leaders and followers
have good exchanges or effective LMX relationships (Graen, 1976; Graen & Schieman, 1978;
Graen et al., 1982a,b), as well as positive support, common bonds, open communication, shared
loyalty (Dansereau et al., 1975; Dienesch & Liden, 1986; Graen & Uhl-Bien, 1995), and
affection (Liden et al., 1993). Good LMX is seen as a function of the interpersonal relations of
the leader and member resulting in work related emotional social exchanges or psychological
benefits of favors such as trust, support, consideration, and esteem (Graen & Uhl-Bien, 1995).
Subordinates with high quality LMX are likely to experience extrinsic rewards of better
performance ratings (Graen et al., 1982), and career advancement (Scandura & Schriesheim,
1994; Wakabayashi & Graen, 1984) as well as intrinsic rewards such as negotiation latitude,
autonomy, and challenging tasks (Bhal, et al., 2009). According to the findings of Gardenswartz
and Rowe (1998), when employees perceive that they are valued and respected, that the
organization’s promotional system is open and fair, and that resources are spent on developing
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staff, they often stay and communicate openly about their experiences with other coworkers..
Past LMX researchers have documented many positive outcomes of high quality LMX on
subordinates, including higher levels of job satisfaction (Gerstner & Day, 1997; Liden et al.,
1997; Schriesheim et al., 1999).In contrast to these findings, conflict in the work place leads to
depression and reduced self-esteem, and conflicts with supervisors especially result in many
negative outcomes such as job dissatisfaction. (Frone, 2003). Stringer’s (2006) study also
contends that high-quality LMX and job satisfaction are positively correlated.

Bad LMX as a stressor. Job stress has been conceptualized as an individual’s subjective
feeling that work demands exceed the individual’s capacity (Edwards, 1992). Keenan and
Newton (1985) used the Stress Incident Report (SIR), an open-ended method, to collect stressful
incidents that occurred at the work place in the prior month with a sample of young engineers.
Seventy-four percent of the incidents reported were social in nature.

Levinson (1980, p. 497) contended "leadership is central to the anticipation, alleviation,
and amelioration of stress.” LMX theory proposes that leaders form unique relationships with
each of their subordinates so that high-LMX employees receive higher levels of support
(Kraimer, Wayne, & Jaworski, 2001). Acknowledging employees’ needs and providing social
support may significantly affect their followers' perceptions of stressors. Nelson, Basil and
Purdie (1998) have proposed that the quality of leader-member exchange will affect followers’
perceptions of stressors at work. They systematically argued that because higher quality
exchanges are more likely to be associated with greater resources, attention, autonomy, desirable
work assignments, and time and energy from the leader than lower quality exchanges (Dansereau
et al., 1975; Graen & Cashman, 1975; Vecchio & Gobdel, 1984; Basu, 1991), followers in such
exchanges are less likely to perceive work stressors. The authors have also suggested that these
factors, many of which represent elements of social support, are more likely to generate a sense
of control among followers. “To the extent that leaders provide psychologically secure
environments, the infrastructure necessary for accomplishing tasks, and the latitude to make
decisions, followers are likely to perceive situations as being governable and nonthreatening”
(Nelson, Basil & Purdie, 1998, p.106). Research in leadership has also documented the linkage
between high LMX and lower levels of stress (Gerstner & Day, 1997; Liden et al., 1997;
Schriesheim et al., 1999).

On the other hand, bad LMX has been identified as a leading source of stress by
numerous researchers (Bolger et al., 1989; Hahn, 2000; Keenan & Newton, 1985; Narayanan,
Menon & Spector, 1999). Stress researchers have found that conflict, as a social stressor, is
associated with behavioral strains. Chen and Spector (1992) reported a number of behavioral and
intentional reactions to interpersonal conflict at work, and the findings included that conflict had
a significant positive correlation with sabotage, interpersonal aggression, hostility and
complaints, and intention to quit. Edwards (1992) also suggested that low quality of LMX leads
to individuals’ feelings of loss of control and overwhelming uncertainty. Researchers have
identified all feelings of uncertainty, lack of control, and being threatened as potential stressors
that result from bad relationships with supervisors (e.g., Edwards; Parker & DeCotis, 1983). The
quality of relationships has been shown to be a significant stressor in this research stream.
Nelson, Basil and Purdie (1998) suggested that bad LMX could be seen as a failure to provide
secure environments and is more likely to result in feelings of isolation, solitude, and lack of
control (Nelson, Basil & Purdie, 1998). Bruk- Lee et al. (2006) argued again that conflict is a
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predominant source of social stress in the workplace across occupations (Bruk-Lee & Spector,
2006). Based on the discussion above, we hypothesize that:

Hypothesis 1: Quality of LMX is positively associated with job satisfaction.
Hypothesis 2: Quality of LMX is negatively associated with job stress.

The current study aims to provide further evidence on the detrimental impact that bad
LMX, as a social stressor, can have on employees’ affective states, which further leads to
turnover intention.

The final condition for mediation is that, when both the independent variable(s) and
mediator(s) are included, the direct relation(s) should become significantly smaller, indicating
partial mediation, or insignificance, indicating full mediation. In this study, we specifically
hypothesize that job stress and job satisfaction partially mediate the relation between LMX and
turnover intention.

Based on previous discussion, LMX is a precursor to both job satisfaction and job stress.
In addition, LMX is related to job turnover intentions, as are both job satisfaction and job stress.
Therefore, Hypotheses 3 and 4 follow:

Hypothesis 3: Job satisfaction will partially mediate the relation between LMX and
turnover intentions.

Hypothesis 4: Job stress will partially mediate the relation between LMX and turnover
intentions.

The model below depicts all four of these main hypotheses.

Figure 1 Hypothesized model of job satisfaction and job stress mediating the linkage from LMX
to turnover intentions

Job
Satisfaction

Turnover
Intention
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Methods
Sample

Four manufacturing companies in China participated in this study. All of these firms were
Chinese-owned enterprises. There were 568 employees in total from the four organizations that
completed the survey. The surveys were anonymous and the questionnaires were returned to the
researchers. Completion of the surveys was voluntary. These organizations are in heavy
manufacturing industries and light manufacturing industries. Although there were some
supervisors and mid-level managers participating in the survey, most participants were lower-
level workers in factories. 79% percent of the questionnaires were returned, thus, the bias that
might be associated with voluntary participation is not a major concern.

Measures

LMX. For Leader-Member Exchange, Liden and Maslyn (1998) proposed a 12-item
multidimensional scale. Since being proposed, Maslyn and Uhl-Bien (2001) empirically
validated this scale. We used this scale in the study because previous research indicated that this
scale for LMX was culturally meaningful for a Chinese sample (Alpha = 0.79). (Wang et. al,
2005) An example item was ‘I like my manager very much as a person.”

Stress. Stress in General Scale (SIG; Smith, Sademan, & McCrary, 1992) is used to
measure stress level, and it is composed of nine items. This scale simply presents a list of
adjectives (e.g., hectic, tense, pressured), and respondents indicate (no or yes) as to whether each
term applies to their jobs (Alpha=.87).

Job satisfaction. We used the Smith et al. (1969, 1985) twenty-seven item Job
Descriptive Index (JDI) to measure the three facets of job satisfaction: satisfaction with co-
workers, with supervisors, and with work in general. Example items included: “People I work
with are intelligent” and “My supervisor praises good work.”

Turnover intention. The scale developed by Hanisch and Hulin (1990, 1991) was used to
measure turnover intention. Sample items are “How often do you think about QUITTING your
job?”, “How likely is it that you will QUIT your job in the NEXT SEVERAL MONTHS?” and
“All things considered, how desirable is it for you to QUIT your job?” (reverse coded). The scale
is composed of six items (Alpha= 0.70).

All measures (except job stress) used a 5-point scale, with 1 presenting extremely disagree
(or unlikely, depending on specific questions) and 5 presenting extremely agree (or likely,
depending on specific questions).

Control variable. Past meta-analytic assessments by Griffeth et al (2000) indicate that
company tenure (p=-0.20) is negatively related to turnover. Other previous studies have indicated
that individual differences such as age, organizational tenure, marriage status (Cotton & Turtle,
1986) can account for significant variance in turnover. Therefore, we used the following
demographic variables as controls in this study: age, company tenure and marital status.
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In addition, perception of alternative job opportunities was used as a control variable.
Numerous scholars (i.e., Dreher & Dougherty, 1980; Kirschenbaum & Weisberg, 2002; Martin,
1979; Mobley, Griffeth, Hand & Meglino, 1979) suggest that perceived alternative job
opportunities positively predict turnover intentions. Perceived alternative job opportunities were
measured by rating “I have a great deal of opportunities available for me”. This scale was used
and validated by previous research (i.e., Kirschenbaum & Weisberg, 2002).

Translation. All translators (outside of research team) were native Chinese speakers who
were fluent in English. The entire questionnaire, including the items, the introduction, and
instructions, was double translated, first into Chinese and then back into English. The back
translation process (Brislin, 1980) minimizes the systematic error due to the translation
mechanism, and thus further ensures construct validity of the measures.

Analyses

Using the Kolmogorov-Smirnov test, we tested the data and confirmed normal
distribution, although the bootstrapping method for mediation analysis does not require normal
distribution of data (Preacher & Hays, 2008). The potential problem of common method variance
might be present when both independent and dependent variable measures come from the same
source (Campbell & Fiske 1959). Consistent with recent research (e.g. McFarlin & Sweeney,
1992; Vandenberg & Scarpello, 1990), this study used Harman’s Single Factor procedure to
address the issue of common method variance (Podsakoff & Organ, 1986; Podsakoff et al.,
2003).An unrotated principal components factor analysis identified four factors with eigenvalues
greater than one, explaining 69% of the total variance. Only the turnover intentions loaded on the
first factor, which accounted for 36% of the variance. Thus, the threat of a single factor
accounting for a majority of the variance in the data has been dealt with cautiously.

Indirect effects are generally very important in the sense that mediator variables are to
explain the relation between a predictor and a criterion; mediators should explain why such an
effect might occur (Baron & Kenny, 1986). In its simplest form, mediation analysis attempts to
answer questions of how or by what means an independent variable exerts its effect on a
dependent variable. However, it is rarely the case that effects can be attributed completely to a
single intervening variable. Effects are usually transmitted from cause to outcome via multiple
pathways and examining multiple mediators has the potential to improve scientific practice in a
number of ways (Preacher & Hayes, 2008).

First, simultaneously including multiple mediators “purifies” indirect effects by
controlling for all the other mediators. Second, investigating several indirect effects
simultaneously, rather than in a series of single-mediator models, reduces the alpha inflation that
inevitably accompanies multiple hypothesis tests. The omitted variable problem may lead to
biased parameter estimates if multiple mediation hypotheses are tested with a set of simple
mediator models (Judd & Kenny, 1981). Therefore, in this study we adopted the multiple-
mediation approach to test two theoretically relevant mediators: job satisfaction and job stress.

This paper uses the bootstrapping/resampling method to test the multiple mediation
hypotheses. Several approaches have been suggested for assessing total and specific indirect
effects in multiple mediator models, among which the bootstrapping method has been argued as
a superior approach, especially for testing multiple mediations. As Preacher & Hays (2006) are
advocating, the primary advantage of bootstrapping is that no assumptions about the shape of the
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sampling distribution of the indirect effect or its constituent paths are made. All bootstrapping
requires is a justifiable belief that the distributions of the measured variables in the sample
closely approximate the population distributions. Moreover, MacKinnon et al. (2004) compared
bootstrapping to the traditional product of coefficients approach in a large-scale simulation study
and found that bootstrapping provided more accurate Type | error rates and greater power for
detecting indirect effects than the product of coefficients strategy and other competing methods.
This study used the “superior” method of bootstrapping for mediation analysis as suggested by
Preacher & Hays (2006).

Results

Hypotheses 1 and 2 are both supported (Table 2). Quality of LMX is positively
associated with job satisfaction (p<.01), Higher quality LMX leads to higher job satisfaction;
lower quality LMX leads to lower job satisfaction. Quality of LMX is negatively associated with
job stress (p<.01). Low quality LMX leads to higher job stress. And higher quality LMX leads to
lower job stress.

Table 1: Intercorrelations among variables

Variables 1 2 3 4

1. Turnover intention (0.700)

2. LMX -.201(**) (0.792)

3. Job satisfaction - 417 (**) 545(**) (0.700)

4. Job stress 136 (**) -161(**)  -.318(**) (0.87)
5. Alt. job opportunities .2300 (*) 1210 -.1421 -.126

N = 548. Reliabilities are in parentheses.
*p <0.05, ** p <0.01

The direct effects are the influences of one variable on another that are not mediated by
any other variable, while indirect effects are those that are mediated by at least one other
variable. The total effects are the sum of the direct and indirect effects. The difference between
the total and direct effects is the total indirect effect through the mediators. The indirect and total
effects can help to answer important questions that are not addressed by examining the direct
effects (Bollen, 1989 p.376). The bootstrap estimates presented here are based on 5,000
bootstrap samples. Table 3 presents the indirect, direct, and total effects of each construct. As
can be seen in the appendix, the total and direct effects of LMX on turnover intention are -0.1767
where p<0.00, and .0258 where p<.5743, respectively. The difference between the total and
direct effect is the total indirect effect through the two mediators, with a point estimate (see
Table 2) of .1074 and a 95% BC bootstrap CI of -.2548 to-.1561, upon which we can claim that
the direct relation between LMX and turnover intention became insignificant. The interpretation
of these results is that, taken as a set, job satisfaction and job stress mediate the effect of LMX on
turnover intention. An examination of the specific indirect effects indicates that only job
satisfaction is a mediator, as its 90 percent CI does not contain zero. We can conclude that job
stress fails to act as a mediator on the linkage from LMX to turnover intention. Job stress does
not contribute to the indirect effect above and beyond job satisfaction. That is, job satisfaction
fully mediates the relation between LMX and turnover intention. Therefore, leader-member
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exchange affects employees’ turnover intentions through its effects on employee’s job
satisfaction. The model that identifies the result is depicted in Figure 2.

Figure 2: Confirmed model with job satisfaction fully mediating the linkage from LMX to
turnover intention

Job satisfaction Turnover

intention

Table 2: Results of testing different paths

LMX to Mediators

Coeff se t p
stress  -.7141 .2193 -3.2560 .0012
jdiall 5924 0416 14.2253 .0000
Direct Effects of Mediators on DV

Coeff se t p
stress .0110 .0080 1.3806 .1680
jdiall -.3285 .0420 -7.8286 .0000
Total Effect of IV on DV

Coeff se t p

LMX -1767 .0417 -4.2355 .0000

Direct Effect of IV on DV
Coeff se t D
LMX .0258 .0459 5621 .5743

Partial Effect of Control VVariables on DV

Coeff se t p
age -.0198 .0228 -.8678 .3859
tenure -.0174 .0045 -3.8749 .0001
marital -.0135 .0644 -.2101 .8336

Alternativejob
opportunity -.0200 .0721 -.1231 .0600
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Fit Statistics for DV Model
R-sg Adj R-sq F dfl df2 p
2287 .2202 26.7398 6.0000 541.0000 .0000

Table 3: Bootstrapped Confidence Intervals for the Total and Specific Indirect Effects

Percentile 90 % ClI BC 95 % CI
Lower Upper Lower Upper
Stress -.0197 .0025 -.0213 .0010
Jdiall -.2492 -.1467 -.2482 -.1465
Total -.2545 -.1556 -.2548 -.1561

Note: BC=biased corrected; 5000 bootstrap samples.

Table 4: Bootstrap results for indirect effects.

Indirect Effects of IV on DV through Proposed Mediators (ab paths)

Data Boot Bias SE
TOTAL -2025 -.2033 -.0009 .0301
Stress -.0079 -.0076 .0002 .0067
JobSat. -.1946 -.1957 -.0011 .0309
C1 1868 .1881 .0013 .0331

According to Preacher and Hays (2008), interpretation of the mediation analysis using the
bootstrapping method does not focus at all on the statistical significance of the job satisfaction
and job stress paths, as is required using the causal steps method. “Instead, emphasis is placed
almost entirely on the direction and size of the effects. Because interpretation is based on
substantially fewer inferential tests, in theory, decision errors are less likely; that is, power is

enhanced and the probability of encountering a Type I error is reduced” (Preacher & Hays,
2006).

Discussion
Theoretical implications

This paper is concerned with whether LMX predicts turnover intentions in a Chinese
context, if so, through what dynamic this relation is established. Job satisfaction and job stress
are hypothesized to act as mediators to transfer LMX to turnover intentions. The bootstrapping
analysis results revealed interesting results which include that job satisfaction fully mediates the
linkage (even after controlling for perceived alternative job opportunities), and job stress fails to
act as a mediator on the path from LMX to turnover intention. The current study provides several
theoretical and practical implications.
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Theoretically, this study addressed a need for researchers to evaluate competing theories
about what intervening variables are better able to explain the process of LMX predicting
turnover intention. It sheds light on underlying reasons for the relation between LMX and
turnover intention by extending current research to further examine both job satisfaction and job
stress and their mediating effects on the linkage. If an indirect effect does not receive proper
attention, the linkage between two variables of interest may not be fully considered (Raykov &
Marcoulides, 2000). Given the fact that prior research mainly examined the direct effect of LMX
on turnover intentions, the current study can serve as a next step toward gaining a better
understanding of how LMX can be related to intentions of turnover of subordinates, by
incorporating potentially important mediating variables into the overall leadership process.

Another significant contribution of this study is that it introduces an innovative method of
detecting mediation paths into management literature. Several approaches have been suggested
for assessing indirect effects in multiple mediator models: the causal steps criteria (Barron &
Kenny, 1986; Judd & Kenny, 1981), elaborations of the product of coefficients strategy (Sobel,
1982) and resampling methods. Causal steps and product of coefficients strategy have received
many criticisms (Preacher & Hays, 2008). The criticisms include the following. First of all, they
do not directly address the central question of mediation. They do not consider the estimate of
the indirect effect, nor is there a standard error for this effect that permits direct investigation of
statistical significance (Preacher & Hays, 2008). Instead, the conclusion of mediation must be
drawn by jointly considering the results from disparate analyses, none of which directly
addresses the hypothesis of interest. Secondly, the causal steps approach often is not powerful
enough (MacKinnon, Lockwood, Hoffman, West, & Sheets, 2002). Besides the arguments that
bootstrapping methods overcome these limitations of the traditional methods, bootstrapping does
not make assumptions about sampling distributions, such as normality. MacKinnon et al. (2004)
empirically compared bootstrapping to the traditional product of coefficients approach in a large-
scale simulation study and found that bootstrapping provided more accurate Type | error rates
and greater power than the product of coefficients strategy and other competing methods. This
paper has some methodological contribution by serving as a good example executing
bootstrapping as a “superior” (Peacher & Hays, 2006) approach to mediation analysis.

Practical implications

The current research has implications for management. First, it draws managers' attention
to the influences of LMX as sources of turnover intentions either directly or indirectly via job
satisfaction. This recognition of job satisfaction as a mediator would presumably enhance
managers' ability to develop the appropriate strategies to combat the influences of bad LMX on
turnover intentions. An interesting implication could be that, besides focusing on enhancing
LMX, all precursors of higher job satisfaction should receive more attention in order to reduce
turnover intention. For instance, research indicates that employee job satisfaction results from
individual organizational identification, feelings of being individually challenged, and
experiencing open and effective communication (Herzberg et al., 1959; Randolph & Johnson,
2005).

This study is set in a Chinese context, where exchange relationships between employees
and supervisors tend to be more emphasized due to the heightened importance of social
relationships in Chinese culture. In addition, to the best of my knowledge, there has not been any
study conducted in China addressing the linkage between LMX and turnover intention. It is well
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worth investigating, particularly because both foreign and local Chinese companies are
concerned about the turnover of well-qualified employees (Chiu, et al 2003). Investigation in a
Chinese context might also be important because different patterns of relationships might be
observed due to Chinese relational culture and employees’ relationship-oriented mindset
(Hwang, 1987).

Limitations and future research

Overall, the contributions of this research should be viewed in light of several limitations.
First, the data for this study were gathered at one point of time, and circular causality is possible;
therefore, no inferences of causality can be conclusively established, nor can we discount the
possibility of reverse causality.

This study was conducted with a Chinese sample; it is cross-cultural in nature because all
the established scales were developed in the US and in the English language. The equivalence of
the psychological meaning of the items of the questionnaires, and hence the comparability of the
constructs in the different cultural samples has been the biggest methodological concern in cross-
cultural research (Little 1997). This is a legitimate and relevant concern for the study. One way
to ensure equivalence of meanings of the questions developed in the Western societies and those
in Chinese is to conduct Simultaneous Facto Analysis in Several Populations (SIFASP)
(Joreskog & Sorborn, 1993). SIFASP is the procedure to test the assumption that factor loadings
are equivalent across different samples, and then additionally to test that the slopes in the
regression of indicators on their latent factors are equivalent across samples by fitting
progressively constrained models to multi-sample data (Robert, et al, 2000). This procedure was
not conducted because of the lack of a sample from the West. Future study can validate and
confirm these results with samples from a variety of sources.

Wasti (2003) has suggested that satisfaction with relations at the workplace does not
predict commitment for employees with individualistic values, whereas for individuals who
endorse collectivist values, good relationships with supervisors are an important determinant of
organizational attachment and an impediment to quitting. This is an intriguing cultural
perspective as it implies that in contrast to the North American literature, which has typically
treated side-bets as consisting of material or monetary investment in the organization (Cohen &
Lowenberg, 1990), there may be culture-specific side-bets that are considered to be more
important obstacles to quitting (Wasti, 2003).

As suggested by some researchers (e.g., Liden, et al., 1997), searching for moderators
could further clarify the problem. Although this study made a significant contribution by
clarifying the inconsistency of findings on the relation between LMX and turnover intention by
discovering a full mediation path (job satisfaction), future research can further examine relevant
and theory-based moderators.
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