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AUTHENTIC LEADERSHIP PRACTICES AND TRUST

AMOGH TALAN
ASST. PROFESSOR
SRI AUROBINDO COLLEGE (EVENING)
UNIVERSITY OF DELHI
NEW DELHI

ABSTRACT
Using 49 responses from teams of different public and private organizations | have compared the relationship between authentic leadership and employees’ trust
in different team environments, and how this relationship is affected from one team to another as the team structure and requirements vary. The results show
that for a specialist and close knit team the leadership is authentic and a high degree of trust is generated among the employees, while a team with structured
tasks, high risk, high work pressure, low dependence and low understanding results in low authentic leadership and an absence of employees’ trust.

JEL CODE
LOO

KEYWORDS

authentic leadership, public and private sector, trust.

1) INTRODUCTION
ifferent organizational settings give birth to different leadership styles and the resultant followers’ behaviors. This cannot be truer than for the
organizations in India where the organizational climate, structure, employees’ priorities and values are completely differently for public and private
sector organizations.
A recent phenomenon in the direction of leadership is the Authentic leadership. Fred O. Walumbwa al. (2008) define authentic leadership as a pattern of leader
behavior that draws upon and promotes both positive psychological capacities and a positive ethical climate, to foster greater self-awareness, an internalized
moral perspective, balanced processing of information, and relational transparency on the part of leaders working with followers, fostering positive self-
development.
Employees’ trust in their leaders has been shown to positively affect productivity and output, quality of communication and problem solving, rate of employee
turnover, discretionary effort, organizational commitment and organizational citizenship behavior. (Dirks and Ferrin, 2002). Trust towards leader also affects
relationships in a team and is found to increase team performance (Dirks, 1999, 2000). Trust ultimately also affects the most visible indicators of organizational
performance, sales levels and net profits (Davis et al., 2000; Rich, 1997).
The purpose of my study is to compare the relationship between authentic leadership and the followers’ trust in different team environments. For this purpose |
decide to choose teams from both public and private enterprises in India. In my study | am not only taking into consideration that leadership styles and their
effects would vary for public and private organizations, but also that within these sectors, different forms of organizations with different requirements and
structures would also have a varying effect on the authentic leadership and employees’ trust relationship.

1) REVIEW OF LITERATURE

A. AUTHENTIC LEADERSHIP

Fred O. Walumbwa al. (2008) proposes authentic leadership to be composed of following: Self-awareness, Relational transparency, Balanced processing and
internalized moral perspective. Self awareness implies one’s understanding about self strengths and weaknesses, and being cognizant of one’s impact on
followers (Kernis, 2003). Leaders who possess relational transparency present their true self to others hence building trust among them (Kernis, 2003). Leaders
having balanced processing analyze objectively all the relevant data to reach a decision (Gardner, Avolio, Luthans, et al., 2005). Finally, internalized moral
perspective refers to the self regulation which results from one’s moral standards and values which results in expressed decision making consistent with such
values (Avolio & Gardner, 2005; Gardner, Avolio, Luthans, et al., 2005).

B. TRUST

Newell and Swan (2000, pp. 1295-1296) proposes ‘trust’ to be composed of commitment, companion and competency trust. Commitment trust results from the
contractual agreements between a leader and follower who expect mutual benefits from such relations. Companion trust results from personal emotions among
group members, which is developed overtime. Competence trust is based on the perceptions of followers to have faith in leader’s abilities to successfully
complete the job at hand.

C. AUTHENTIC LEADERSHIP AND TRUST

This study assumes based on the results of many other studies (Bruce J. Avolio, et al. 2010, Rachel. C. Smith et al. 2009, Arménio Rego et al, 2011, loannis
Nikolaou and loannis Tsaousis 2002, A.J. McMurray et al. 2009) that there is a positive relationship between Authentic Leadership and Trust. Hence, | will not use
my analysis to depict this relationship; rather | will use the scores of the authentic leadership and different trust variables to show how authentic leadership
affects different trust variables in different team situations. In fact, using a regression analysis in this study will only mislead the results as in different team
situations values of different trust variables may vary drastically, and the overall regression result will not be of any help in the analysis.

1) HYPOTHESIS DEVELOPMENT

In my study | have analyzed the teams from both public and private organizations in India. In order to maintain the anonymity agreements with these
organizations, | will not reveal their names; instead use a single capital letter to represent them. Within the public organizations, | analyzed one team from “A”
and the second team from “B”. “A” is a major transport operator in Delhi, while “B” is a reputed multinational bank with hundreds of branches all over the India.
The data was taken from “B”’s Delhi branch. The reason for choosing teams from these two organizations is the difference between the nature of the
organizations and the teams. “A” is the major transport operator of Delhi. It operates buses on many bus routes. In “A” the team members are involved with
more physical and strenuous work, who receives orders on daily basis from their supervisors which may vary each day. The nature of the work is such that a
slight mistake on the part of supervisor or the subordinate may impact a lot of people. This means that a supervisor in “A” must feel a great deal of responsibility
and the leadership is expected to be less authentic and more authoritative in nature. The employees would also be more willing to accept orders from their
supervisors without questioning. This means that even with a less authoritative leadership, the team members in “A” would still have high levels of competency
trust, but should lack companion trust. It is expected that there would be low level of commitment trust because promotions and rewards are usually structured
in “A” and are usually temporal based, hence the employees would not feel a high level of mutual agreement with their supervisors. Hence, | propose the
following hypothesis.
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H1: Supervisor in a “A” team would demonstrate low authentic leadership and the subordinates would have a high level of competency trust, while a low
level of companion and commitment trust.

Contrary to a team in “A”, the team in “B” has highly structured finance and accounting related tasks. Being an office job such team do not face physically
strenuous tasks and as all the team members are highly educated it allows them to understand the tasks provided with little direct supervision (as contrary to
the members of “A”’s team), their supervisor is more inclined to show traits of authentic leadership, and would have a more understanding for the employees.
Moreover, the employees would deliver a strong companion trust in return. Competency trust is expected to be high because team members trust the
competence of their leader for the education and the experience he holds. In “B” employees trust the abilities of their team leader to complete the task
successfully but the reward system in “B” is somewhat structured and even though the employees are rewarded after the successful completion of the task, only
a handful employees receive extra reward than normal for only an exceptional performance. Hence, the commitment trust is expected to be high to moderate.
Hence | propose the following hypothesis:

H2: Supervisor in “B” would demonstrate high authentic leadership and the subordinates would have a high level companion and competency trust and a
high to moderate level of commitment trust.

For the analysis of the relationship between authentic leadership and trust in private sector organizations, | choose two multinational companies, “C” Ltd. and
“D” Ltd. The reason for taking these two companies for private sector is the different nature of teams in these companies. In “C” Ltd. the team | analyzed was an
ERP (Enterprise Resource Planning) implementation team. Such team is a project team whose members are highly dependent on each other. Each team member
acquires a unique set of skills and is an integral part of the team success. The team leader for such team is especially trained for establishing a close relation with
his subordinates and affecting their emotions positively. Also such leaders are carefully chosen by their managers because an ERP implementation has a lot of
valuable resources at stake. Hence, such leaders are highly qualified, educated and well experienced. The members would hence share a high level of companion
and competency trust in the supervisor. The team members trust the abilities of their leader to complete the project successfully, and during and upon the
completion the employees are rewarded for their performance. This results in a high commitment trust in the employees. Hence | propose the following
hypothesis:

H3: Supervisor in “C” Ltd. ERP functional team would demonstrate high authentic leadership and the subordinates would have a high level of commitment,
companion and competency trust.

In “D” Ltd. | analyzed the Risk and Governance team. The team handles the outsourced transactions of very high value, hence the team leader and the members
are under a constant pressure of doing the work right and on time. This team faces a lot of work pressure and responsibility and is constantly called for overtime
even on weekends. The job is structured and direct orders from supervisors are felt less often but such orders are of great importance. Thus we expect the
leader to be authentic to persuade the members to do the work right, but also to be authoritative for the risky nature of the job involved. The employees are
hence expected to experience less companion trust. As the nature of work is risky, the team leaders are high ranked professionals in the area of work involved.
Hence, employees are expected to have a high level of competency trust in their leaders. Employees realize that their team leader is highly qualified and
committed to complete the project successfully and in return the employees get generously rewarded. Hence, the subordinates are expected to experience a
high level of commitment trust in their leader. Hence | propose the following hypothesis:

H4: Supervisor in “D” Ltd.’s Risk and Governance team would demonstrate moderate to low authentic leadership and the subordinates would experience a
high level of commitment and competency trust while a moderate level of companion trust.

IV) RESEARCH METHODOLOGY

In order to analyze the relation between authentic leadership and employees’ trust in different organizational teams | got team members fill questionnaires
representing authentic leadership and trust in their supervisors under a non-disclosure agreement. A total of 49 responses from all teams (A: 13, B: 8, C: 17, D:
11) were received. These responses were analyzed by a psychology professor of University of Delhi, along with me, and we subsequently rated authentic
leadership for self-awareness, relational transparency, balanced processing and internalized moral perspective, and trust for commitment, companion and
competency trust, all on a 5-point scale. Later, mean of the ratings were calculated, which are mentioned below.

MEAN OF THE RATINGS
A B Cltd. | D Ltd.

Self-awareness 1.5 3 4.75 2.75
Relational transparency 1.5 3.25 4.25 3
Balanced processing 325 | 25 3.75 4.25
Internalized moral perspective | 1.75 | 3.75 4.25 2.75
Authentic leadership total/20 | 8 12.5 17 12.75
Commitment 2 2.25 4 3.25
Companion 1.5 4 4.75 2.75
Competency 3.5 4 4.75 4
Trust total/15 7 10.25 | 13.5 10

V) RESULTS

In order to test my hypotheses | ran T-Tests on the mean ratings mentioned above and Correlation analysis on the scores of each authentic leadership and trust
variables derived from the responses using IBM SPSS V.20 statistical software. Results from T-Test gave primary proof for my hypotheses while Spearman's rho
correlation tests analyzed the relation between authentic leadership and trust factor for each variable to give a secondary support for my hypotheses.

As per T-Tests, for cumulative scores of authentic leadership of separate teams, at 90% confidence interval of the difference, the lower limit was 8.2366 while
the upper limit was 16.8884, with t=6.834. For values of individual Trust variables for all teams the lower limit was 2.8447 while the upper limit was 3.9470, with
t=11.065. For cumulative scores of trust of separate teams the lower limit was 7.0616 while the upper limit was 13.3134, with t=7.670.

IIA’I

T-TEST RESULTS

At 90% confidence level authentic leadership and cumulative trust and companion trust for “A” team is significantly lower, while competency trust is higher than
other trust measures. This supports my first hypothesis.
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CORRELATION ANALYSIS RESULTS (SIGNIFICANT AT THE 0.05 LEVEL (2-TAILED)

“A” Self-awareness | Relational transparency | Balanced processing | Internalized moral perspective
Log of Commitment | Correlation Coefficient | 0.115 0.385 0.247 0.122
Sig. (2-tailed) 0.107 0.194 0.215 0.243
N 13 13 13 13
Log of Companion Correlation Coefficient | 0.396 0.577 0.478 0.396
Sig. (2-tailed) 0.181 0.098 0.039 0.181
N 13 13 13 13
Log of Competency | Correlation Coefficient | 0.343 0.253 0.859 0.137
Sig. (2-tailed) 0.118 0.205 0.045 0.355
N 13 13 13 13

The correlation analysis of the scores related to “A” shows a significant positive relation between balanced processing and competency. This suggests that the
employees in “A” trust their supervisor for their competency because the supervisor is capable of considering all the relevant data before reaching a decision.
This is in lines with the discussion above that the decision making in “A” is very critical because a slight mistake in decision making may lead to huge
consequences. Hence, the manager takes a balanced decision and the employees have faith in their leader for such decision. It can also be seen that the
companion trust that is generated among employees is attributed more towards balanced processing of the leader than the relational transparency.

lIB"

T-Test Results

For the “B” team, the authentic leadership is close to upper significance level. While companion and competency trust measures are significantly high,
commitment trust is actually closer to lower significance level. This does not fully confirm to my second hypothesis where | expected commitment trust to be
moderate to high, though it does not rule it out either.

CORRELATION ANALYSIS RESULTS (SIGNIFICANT AT THE 0.05 LEVEL (2-TAILED)

“B” Self-awareness | Relational transparency | Balanced processing | Internalized moral perspective
Log of Commitment | Correlation Coefficient | 0.452 0.19 0.381 0.833
Sig. (2-tailed) 0.26 0.151 0.152 0.01
N 8 8 8 8
Log of Companion Correlation Coefficient | 0.333 0.381 0.119 0.286
Sig. (2-tailed) 0.04 0.042 0.179 0.393
N 8 8 8 8
Log of Competency | Correlation Coefficient | 0.238 0.295 0.771 0.736
Sig. (2-tailed) 0.17 0.223 0.037 0.043
N 8 8 8 8

The correlation analysis of the scores related to “B” shows that the companion trust generated in employees is attributed to self awareness and relational
transparency of the employer. At the same time employees believe their leader competent of leading them on a project because the manager takes a balanced
approach in decision making and also because of his internalized moral perspective whereby he applies his moral principals in decision making. It is also seen
that whatever commitment trust is generated in the employees, it is also attributed to the employer’s internalized moral perspective which prompts us to think
that the manager probably takes morality into account while executing the mutual contracts, whereby he does justice to employees to give them the reward for
the share of their work.

“C” Ltd.

T-TEST RESULTS

For the “C Ltd.” team, authentic leadership is significantly high. Also, every measure of trust is significantly high, supporting my third hypothesis.

CORRELATION ANALYSIS RESULTS (SIGNIFICANT AT THE 0.05 LEVEL (2-TAILED)

“C” Ltd. Self-awareness | Relational transparency | Balanced processing | Internalized moral perspective
Log of Commitment | Correlation Coefficient | 0.086 0.835 0.105 0.506
Sig. (2-tailed) 0.143 0.019 0.037 0.228
N 17 17 17 17
Log of Companion Correlation Coefficient | 0.35 0.438 0.266 0.66
Sig. (2-tailed) 0.077 0.048 0.101 0.031
N 17 17 17 17
Log of Competency | Correlation Coefficient | 0.135 0.365 0.343 0.282
Sig. (2-tailed) 0.106 0.149 0.036 0.273
N 17 17 17 17

The correlation analysis of the scores related to “C Ltd." team shows that the commitment trust in the employees is generated because of relational
transparency and balanced processing of their leader. This means that the leader is transparent about his relations and feelings to his employees and probably
treats and rewards everyone equally thus generating trust in the employees. At the same time the employees are familiar that he takes a balanced approach in
decision making, also attributing to some extent to the commitment trust. Employees feel companion trust mostly for their leader having relational transparency
and having strong internalized moral perspective. Employees trust their leader for being competent in decision making for his balanced approach of decision
making.

“D” Ltd.

T-TEST RESULTS

For the “D Ltd.” team, authentic leadership turns out to the moderate. The companion trust for “D Ltd.” team is significantly low while the competency trust is
significantly high. Commitment trust is close to upper significance level for “D Ltd.” team. This supports my last hypothesis.
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CORRELATION ANALYSIS RESULTS (SIGNIFICANT AT THE 0.05 LEVEL (2-TAILED)

“D” Ltd. Self-awareness | Relational transparency | Balanced processing | Internalized moral perspective
Log of Commitment | Correlation Coefficient | 0.627 0.382 0.373 0.455
Sig. (2-tailed) 0.139 0.041 0.021 0.16
N 11 11 11 11
Log of Companion Correlation Coefficient | 0.655 0.464 0.082 0.382
Sig. (2-tailed) 0.029 0.033 0.311 0.147
N 11 11 11 11
Log of Competency | Correlation Coefficient | 0.382 0.391 0.564 0.418
Sig. (2-tailed) 0.411 0.235 0.051 0.201
N 11 11 11 11

In “D Ltd.” team commitment trust in employees is generated in the same manner as it did in “C Ltd.” team, which is positively correlated with leader’s relational
transparency and balanced processing. In the generation of the companion trust, self awareness and relational transparency of the leader has a great role to
play. This implies that the leader probably has open relation with all of his team members and values everyone equally, which is valued by the team member in
return. Though not highly significant, but there is some evidence that team members trust their leader’s competency for decision making for his balanced
approach of decision making.

V1) DISCUSSION

In this study | compared the relation between authentic leadership and employees’ trust in the supervisor in different team conditions. My assumption was that
for teams in different organizational climate and team requirements, leadership styles and the type of employees’ trust originating thereof would be different.
For a specialist and close knit team like that from “C Ltd.”, the leadership was found to be authentic and a high degree of trust was generated among the
employees. At the same time, work pressure and high risk and structures job like that in “D Ltd.” team decreased the authentic leadership and companion trust.
In the “A” team the job is mostly of physical nature rather than mental. The supervisor gives orders and the subordinates follow without giving it any thought
process. Rewards are in form of promotions which depends on duration of service. These situations result in a team which shares no emotions with each other
and the job is highly mechanical. As a result, climate for authentic leadership is found to be very negative and subordinates don’t lay much emotional based trust
in their supervisors.

Future researchers are advised to analyze the cognitive process that takes place during authentic leadership and trust transaction. It would also be interesting to
study the demographic effects on such relationship.

VII) CONCLUSIONS AND IMPLICATIONS

In my study | used teams from different organizations and different team settings, any of which would probably be similar to teams in any other organization. By
comparing the team settings used in this study to the team settings managers/team leaders have in their organizations, they should be able to identify the team
structures they have, the leadership style that they follow and its implication on the trust of the followers. They should accordingly check whether which team
setting and organization climate variable should be changed to favor an authentic leadership style and hence improve followers’ trust. For example if a team is
like that of “A” used in this study, the team leaders should offer secondary benefits and perks to their employees for an above average performance, and should
not rely only on the fixed benefits and promotions that are entitled to. This would significantly improve the companion trust in their employees. In another
example, if the team is like that of “D Ltd.” the team leader should device methods to relieve the stress of his employees and himself. This would reduce the
pressure on the team and would improve the performance and hence the leader may not have to be so authoritative which would result in an increase in
companion trust.

The secondary implication of this study in practical business environment would be that team leaders in different team settings should first realize the
components of authentic leadership (Self-awareness, Relational transparency, Balanced processing, Internalized moral perspective) and should adopt such
practices because as suggested by many studies authentic leadership shows a positive relation to building trust in the followers. Secondly, they should also
realize the components on the basis of which the followers’ trust is measured (Commitment, Companion, Competency) so that they can realize whether which
of these aspects is lacking in their team and work towards building it.
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