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Abstract. Over the past few decades, the impact of Leader-Member Exchange 

(LMX) on job performance has been widely confirmed. However, most studies 

focus on the leader's perspective or simple dyadic interactions, lacking a 

systematic discussion of the role of members' internal psychological processes, 

particularly the key moderating role of "self-fulfilling prophecy" (SFP) in this 

relationship. This research gap limits our understanding of the deep-seated 

mechanisms through which LMX influences performance. This study aims to 

integrate LMX theory and self-fulfilling prophecy theory to construct a 

moderating effect model, exploring how employees' positive and negative self-

expectations strengthen or weaken the positive correlation between LMX and job 

performance. It also investigates whether the impact of the leader-member 

exchange relationship on performance varies due to differences in members' 

personality traits. Adopting the perspective of self-fulfilling prophecy, this study 

introduces this theoretical concept into the field of management research. The 

expected research findings will bridge the gap between the two major research 

fields of "leader-member" interaction and "member internal psychology," 

providing more nuanced insights for organizational management practices. It 

emphasizes that while establishing high-quality LMX, intervention measures to 

cultivate employees' positive self-expectations (such as coaching leadership and 

growth mindset training) are essential for maximizing job performance. 

Keywords: Leader-Member Exchange, Job Performance, Self-Fulfilling 

Prophecy, Moderating Effect, Internal Psychological Process 

1.      Introduction 

1.1     Research Background and Motivation 

Since its introduction by Graen and colleagues in the 1970s, Leader-Member Exchange 

(LMX) theory has become one of the most influential theories in organizational 

behavior and leadership research. Challenging the traditional view of homogeneous 

leadership, LMX emphasizes that leaders develop exchange relationships of varying 
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quality with different subordinates, resulting in differential treatment between "in-

group" and "out-group" members [8]. Decades of empirical research and meta-analyses 

have consistently shown that high-quality LMX significantly enhances employees' job 

performance, organizational citizenship behavior, satisfaction, and retention intentions 

[7,17]. 

However, a critical research gap that needs addressing is the insufficient exploration 

of the boundary conditions under which LMX affects performance. Most studies treat 

LMX as a direct antecedent variable or explain its influence through single mediating 

mechanisms (e.g., trust, psychological empowerment). Yet, a detailed explanation from 

the subordinate's internal psychological process for the key question—"Why does the 

same high-quality LMX relationship produce differentiated performance outcomes 

among different subordinates?"—is still lacking. This suggests the presence of 

important moderating variables closely tied to individual subordinate characteristics 

within the LMX–performance relationship. 

In this context, the Self-Fulfilling Prophecy (SFP) theory offers a highly 

explanatory perspective. Its core idea is that a person's initial expectation of a situation 

(whether correct or not) triggers a series of behaviors that ultimately make the outcome 

align with the initial expectation [16]. In organizational contexts, past research has 

predominantly explored the "Pygmalion Effect" driven by leader expectations. 

However, the self-expectations held by subordinates themselves (i.e., employee self-

fulfilling prophecy) may be more fundamental and enduring, yet they have been 

severely underestimated in LMX research. 

Subordinates' beliefs about their own abilities (e.g., "I am capable of this task" or "I 

am destined to fail") profoundly affect how they interpret support from leaders, set 

personal goals, and the amount of effort they are willing to invest when facing 

challenges. This internal "psychological filter" likely determines whether the external 

resource of LMX can be effectively transformed into actual performance output. 

Therefore, the core motivation of this study is to systematically integrate LMX 

theory and self-fulfilling prophecy theory to fill the research gap. We argue that viewing 

employee self-fulfilling prophecy as a key moderating variable can not only more 

accurately depict the psychological mechanism through which LMX affects 

performance but also provide more targeted insights for management practice: effective 

leadership involves not only building good exchange relationships but also shaping the 

positive psychological foundation that enables subordinates to utilize these 

relationships effectively [1]. 

1.1 Research Questions and Objectives 

Based on the above background and motivation, this study proposes the following core 

question: Does employees' self-fulfilling prophecy (positive vs. negative) moderate the 

impact of leader-member exchange on job performance? 

 To answer this question, the specific objectives of this study are as follows: To 

review and integrate recent research (from the past five years) on LMX, job 

performance, and self-fulfilling prophecy through a systematic literature review, clearly 

defining the progress and shortcomings of the current knowledge system. To construct 
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a theoretical model elucidating the moderating role of employee self-fulfilling prophecy 

(distinguished as positive and negative) in the relationship between LMX and job 

performance. To develop a series of research propositions testable empirically based 

on theoretical integration. To propose rigorous methodological suggestions for future 

empirical research. To elaborate on the practical implications of the proposed 

theoretical model for leadership development and human resource management in 

organizational contexts. 

1.3  Research Significance 

Theoretical Contribution. Identifying and Filling a Key Research Gap: This study 

explicitly identifies and aims to fill the gap in LMX literature regarding the insufficient 

exploration of subordinates' internal psychological moderating mechanisms, 

systematically introducing SFP theory to enrich the explanatory depth of LMX theory. 

 Promoting Theoretical Contextualization and Refinement: By introducing 

moderating variables, this study advances LMX theory from "whether it affects" to the 

more refined stage of "when and why it affects," emphasizing the context-dependent 

nature of its influence. Integrating Multiple Theoretical Perspectives: This study 

integrates social exchange theory, cognitive appraisal theory, and self-consistency 

theory, providing a solid cross-theoretical foundation for the interaction between LMX 

and SFP. 

Practical Contribution. Providing New Directions for Leadership Development: This 

study prompts managers to recognize that their role should extend beyond being 

relationship builders to becoming "architects of subordinates' psychological capital." 

Leaders need to learn how to reinforce subordinates' positive self-expectations through 

coaching, feedback, and empowerment. 

Enhancing the Precision of Human Resource Management: The findings suggest 

that organizations can assess psychological resilience and core self-evaluations during 

talent selection; training should incorporate a growth mindset, stress management, and 

resilience training to systematically improve employees' psychological quality, thereby 

maximizing the return on investment in leadership. 

2.  Literature Review 

2.1  Leader-Member Exchange (LMX) Theory 

Evolution and Core Connotations of LMX Theory. LMX theory originated from the 

Vertical Dyad Linkage (VDL) model developed in the 1970’s [2]. It challenged the 

traditional view of leader behavior being consistent towards all subordinates (Average 

Leadership Style, ALS), instead emphasizing that leaders develop unique exchange 

relationships with each subordinate. The quality of this relationship exists on a 

continuous spectrum, ranging from low-quality economic exchange based on the 

formal employment contract to high-quality social exchange characterized by trust, 

respect, and mutual obligations that go beyond job requirements [7]. 
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High-quality LMX relationships are characterized by subordinates being treated as 

the "in-group," who receive more attention, trust, delegation, resources, and informal 

support from the leader [4]. In return, these subordinates not only demonstrate higher 

task performance but also spontaneously engage in organizational citizenship behaviors 

and show higher loyalty to the leader [11]. In contrast, "out-group" subordinates 

maintain only a formal, contract-based working relationship with the leader. 

The Link Between LMX and Job Performance. The positive correlation between 

LMX and job performance has been consistently supported by numerous meta-analyses 

[7,17]. Recent studies have shifted toward refining this relationship by exploring its 

effects under varying contexts and mechanisms. For instance, in remote work settings, 

high-quality LMX is crucial for maintaining employees' sense of belonging and 

performance [17]. LMX differentiation within teams is also a double-edged sword, 

potentially enhancing effectiveness or undermining cohesion [13]. Furthermore, studies 

show that high LMX helps alleviate work stress and promote employee well-being [12], 

and its effects are moderated by cultural values [6]. 

2.2  The Connotation and Measurement of Job Performance 

Job performance is a multi-dimensional construct that typically includes two main 

components are task performance and contextual performance. Task performance refers 

to an employee's execution of core job responsibilities. 

Contextual performance, such as organizational citizenship behavior, involves actions 

like assisting colleagues and proactively taking on additional tasks. In recent years, as 

work forms have become more diverse, performance evaluation methods have also 

evolved. These methods now include supervisor ratings, peer reviews, objective 

performance indicators (e.g., KPIs), and 360-degree feedback. This study recommends 

that future empirical research primarily use supervisor ratings to reduce common 

method bias and enhance the objectivity of performance assessment. 

Based on the solid theoretical and empirical foundation discussed above, this study 

proposes the following hypothesis. 

H1: Leader–member exchange is significantly and positively correlated with employee 

job performance. 

2.3  The Link Between LMX and Job Performance 

The positive correlation between LMX and job performance has been consistently 

supported by numerous meta-analyses [7,17]. Recent studies have shifted toward 

refining this relationship by exploring its effects under varying contexts and 

mechanisms. For instance, in remote work settings, high-quality LMX is crucial for 

maintaining employees' sense of belonging and performance [22]. LMX differentiation 

within teams is also a double-edged sword, potentially enhancing effectiveness or 

undermining cohesion [13]. Furthermore, studies show that high LMX helps alleviate 

work stress and promote employee well-being [12], and its effects are moderated by 

cultural values [6]. 
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2.4  Self-Fulfilling Prophecy (SFP) Theory 

Theoretical Origin and Core Concepts. The self-fulfilling prophecy was formally 

proposed by sociologist Merton [19]. Its core thesis is that a false definition of a 

situation evokes a new behavior, which makes the originally false conception come 

true. In short, "a belief that comes true because it is believed." 

 In the field of education, classic study proposed the "Pygmalion Effect," indicating 

that teachers' expectations of students influence students' academic performance [21]. 

Since then, the theory has been widely applied in organizational management, but most 

research still focuses on "leader expectations of subordinates" rather than "subordinates' 

expectations of themselves"[3]. 

 In organizational contexts, SFP has two main sources [18]. The first one is the other-

fulfilling prophecy, also known as the Pygmalion Effect, which refers to the 

phenomenon in which the expectations of leaders, colleagues, or other significant 

individuals influence an individual's performance [5]. The second one is the self-

fulfilling prophecy, which is the focus of this study, describes the process through 

which an individual's expectations of themselves—for example, believing "I am good 

at public speaking" or "I am bad at math"—shape their behavior and ultimately lead to 

outcomes that are consistent with those initial expectations. 

Application and Recent Development of SFP in Organizational Management. In 

recent years, with the rise of positive psychology and the concept of Psychological 

Capital, scholars have paid increasing attention to the impact of individuals' internal 

cognitive and motivational processes on work outcomes [15]. Self-fulfilling prophecy 

is closely related to constructs such as core self-evaluations, self-efficacy, and growth 

mindset, but SFP emphasizes a dynamic "expectation-outcome-verification" cyclical 

process. 

Paradigm Shift from "Other-Expectations" to "Self-Expectations." The academic 

community has increasingly recognized that expectations originating from individuals 

themselves are more intrinsic and enduring in their influence. Ng and Lucianetti 

directly compared the effects of leader expectations and employee self-expectations on 

creative performance and found that self-expectations demonstrated stronger 

explanatory power [20]. 

The "Toxic" Effect of Negative Self-Fulfilling Prophecy. Recent research has drawn 

greater attention to the destructive nature of negative self-fulfilling prophecies. The 

phenomenon of "imposter syndrome" and found that persistent negative expectations— 

such as the fear of eventually being exposed as a fraud—lead employees to avoid 

challenges, overwork, and experience high levels of anxiety, even when they appear 

outwardly successful [9]. 

Empirical Support as a Moderating Variable. Although direct tests of the moderating 

role of self-fulfilling prophecy (SFP) remain limited, related research offers strong 

support. For instance, employees with a growth mindset believing that abilities can be 

developed through effort exhibited a stronger positive relationship between 

transformational leadership and innovative behavior [24]. In contrast, a fixed mindset 

believing that abilities are innate and unchangeable diminished this effect. This 
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reasoning aligns with the present study's examination of the moderating influence of 

positive and negative SFP. 

2.5  Summary of Literature Gaps: Why Study the Moderating Role of 

Synthesizing the literature discussed above, this study identifies three interrelated 

research gaps. First, there is a one-sidedness in mechanism exploration. Existing 

leader–member exchange (LMX) research relies heavily on social exchange theory, 

while offering relatively limited investigation into internal psychological mechanisms 

such as cognition and motivation. Second, there has been a shift in focus in self-

fulfilling prophecy (SFP) research. Studies in organizational contexts have traditionally 

emphasized leaders' expectations of subordinates, while largely neglecting the role of 

subordinates' expectations of themselves. Third, there is insufficient exploration of 

moderating variables. Few studies have conducted systematic theoretical modelling or 

empirical testing of the moderating role that a dynamic and malleable internal 

psychological process such as SFP may play in the relationship between LMX and 

employee performance. Therefore, the theoretical model of this study aims to directly 

address these gaps by placing subordinates' self-fulfilling prophecy in a key position 

for explaining the impact of LMX on performance. 

3.  Research Propositions 

Proposition 1 (P1) is leader-member exchange has a significant positive impact on 

employee job performance. 

 This proposition forms the foundation of this study, based on decades of solid 

empirical evidence (Martin et al., 2018), positing that high-quality LMX enhances 

performance by providing resources, trust, and support, which motivates subordinates' 

reciprocal behavior. 

 Proposition 2 (P2) is that employee self-fulfilling prophecy plays a significant 

moderate role in the relationship between LMX and job performance. 

Proposition 2a (P2a) is that employees' positive self-fulfilling prophecy strengthens the 

positive impact of LMX on job performance. That is, when employees hold positive 

expectations about their abilities and success, the resources and support brought by high 

LMX will be utilized more effectively, creating a synergistic effect. 

 Proposition 2b (P2b) is that employees' negative self-fulfilling prophecy weakens 

the positive impact of LMX on job performance. That is, even when LMX quality is 

high, employees' expectations of failure and self-doubt act as a "psychological brake," 

hindering their ability to translate external support into actual performance, thereby 

diminishing the influence of LMX. 

3.1  Theoretical Explanation and Logical Deduction 

The deduction of Proposition 2 is based on Cognitive Appraisal Theory and Self-

Consistency Theory. For employees with a positive self-fulfilling prophecy (P2a), the 

leader's trust and support in a high-quality LMX relationship are appraised as catalysts 
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that affirm their abilities and reinforce their expectations of success. This positive 

cognitive appraisal enhances their self-efficacy and commitment to goals, motivating 

them to set higher objectives and exert greater effort. As a result, the positive effects of 

LMX on job performance are amplified. For employees with a negative self-fulfilling 

prophecy (P2b), high LMX may be interpreted in a distorted or self-defeating manner. 

The leader's attention and support might be perceived as compensation for a lack of 

ability or as an additional source of pressure. To maintain their negative self-concept, 

as suggested by self-consistency theory, such employees may subconsciously avoid 

challenges or withhold full effort, thereby validating their belief of "I can't." 

Consequently, a negative self-fulfilling prophecy diminishes or even neutralizes the 

potential positive impact of high LMX. 

3.2  Conceptual Framework 

The Conceptual framework of this study is shown in Figure 1 below: 

 
 

Fig.1 Conceptual Framework 

4.  Discussion 

4.1  Research Conclusion 

Through a systematic literature review, this study constructs a moderating model 

integrating LMX theory and self-fulfilling prophecy theory. Its main theoretical 

implication lies in extending the focus of LMX research from the social interaction 

level between leaders and members to the cognitive-motivational level within 

subordinates. It emphasizes that the influence of LMX does not occur automatically but 

is realized through the subordinates' active interpretation and expectation verification 

process. 

 If the hypotheses of this study hold true, it indicates that employees' personal self-

expectation psychology effectively moderates the positive relationship between leader-
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member exchange and performance. Two main conclusions can be drawn from this 

result: 

 First, the impact of leader-member exchange on performance varies with the 

different personality traits of employees. Therefore, we cannot simply determine an 

employee's performance based solely on their membership in the in-group or out-group. 

The second conclusion is that even among in-group members with similar access to 

resources and trust, performance can differ due to individual psychological traits. 

4.2  Management Implications 

Suggestions for Enterprises and Leaders. Managers are encouraged to transcend in-

group and out-group thinking by allocating time and resources equitably among all 

team members. They should respect individual differences and avoid creating 

perceptions of unequal treatment. 

 A two-pronged leadership strategy is also recommended. Leaders should not only 

focus on establishing high-quality leader–member exchange (LMX) relationships but 

also help subordinates develop positive self-expectations. This can be achieved through 

positive feedback, opportunities for successful experiences, and developmental 

coaching dialogues. 

 Furthermore, it is important to pay attention to employees with negative self-

fulfilling prophecies (SFP). For subordinates who display signs of negative SFP, 

leaders should provide greater psychological safety and encouragement, guiding them 

to reframe their perception of failure as a learning opportunity rather than a threat. 

Organizations can also strengthen employee confidence through targeted training 

programs or peer growth groups. 

Suggestions for Organizations. Training programs should include modules on the 

Pygmalion Effect and self-fulfilling prophecy within leadership development 

initiatives. This approach helps enhance managers' awareness of the psychological 

influences that affect employee performance. 

 Organizations should also focus on culture building by fostering an environment 

that promotes psychological safety and a growth mindset. Such a culture encourages 

employees to take on challenges and view failure as a normal part of learning, thereby 

systematically reducing the conditions that give rise to negative self-fulfilling 

prophecies. 

4.3  Research Limitations and Future Research Directions 

The variables examined in this study are relatively focused, and future research could 

be expanded by incorporating additional variables. For example, researchers could 

include dependent variables such as employee satisfaction, turnover rates, and 

engagement. 

 Future studies might also explore other moderating or mediating variables, 

including psychological safety climate, leader humor, or whether self-fulfilling 

prophecy operates through mechanisms such as goal setting or effort level. 
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In terms of research design, subsequent studies could adopt the longitudinal approach 

proposed in this study for empirical testing or conduct cross-level analyses to examine 

the dynamics between variables more comprehensively. 

5.  Suggested Future Research Methodology 

To test this theoretical model, this chapter proposes a rigorous blueprint for future 

empirical research design to ensure validity and reliability. 

5.1  Research Design 

A multi-time-point longitudinal design is strongly recommended. For example, 

researchers could measure leader–member exchange (LMX) and self-fulfilling 

prophecy (SFP) at Time 1 (T1) and then measure job performance at Time 2 (T2), such 

as six months later. This design enables better inference of causal relationships between 

variables and helps reduce the influence of common method variance. 

Regarding data sources, it is advisable to use dyadic data. Employees can self-rate LMX 

and SFP, while their direct supervisors provide ratings of job performance. This 

approach allows for a more objective assessment of performance and minimizes the 

risk of common source bias 

5.2  Variable Measurement 

For leader member exchange (LMX), it is recommended to use the LMX-MDM scale 

developed [14], which measures four dimensions: loyalty, contribution, affect, and 

professional respect. 

 For self-fulfilling prophecy (SFP), researchers can adapt the Self-Fulfilling 

Prophecy Scale developed [11], which differentiates between positive and negative 

sub-dimensions. 

 For job performance, the task performance scale developed is suggested, or 

alternatively, researchers may use recently developed multi-source performance 

assessment tools [23]. 

5.3  Data Analysis Methods 

Confirmatory factor analysis (CFA) can be used to examine the construct validity of 

the scales. Hierarchical regression analysis is appropriate for testing main effects and 

moderating effects, and macro can be applied for this purpose [10]. For more complex 

models that include mediating variables, structural equation modelling (SEM) can be 

employed to assess overall model fit and evaluate relationships among constructs. 
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