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Abstract

This study examines whether relational authentic-
ity as a leader, a relatively new concept in the non-
profit literature, moderates the relationship between
transformational, transactional leadership, and
perceptions of organizational performance. Using
an online survey experiment of executive directors
at 403 nonprofit organizations, this study tests the
hypothesis of the positive—negative asymmetry ef-
fects, which states that negative impressions are
more impactful than positive ones. The findings
illustrate that, in the case of positive personal be-
havior, a transformational leader (vs. transactional
leader) acting favorably has a statistically significant
positive influence on organizational performance.
However, in the case of negative personal behavior,
the treatment had null findings. This study suggests
that nonprofit leaders should pay attention to achiev-
ing relational authenticity as a leader to ensure the
sustainability of transformational leadership effects.

Keywords: leadership, relational authenticity, or-
ganizational performance.



1. Introduction

Nonprofits’ board members and academic proponents of introducing transforma-
tional leadership into nonprofit service delivery have repeatedly claimed the importance
of transformational leadership because of its significance in improving organizational per-
formance (Jaskyte, 2004; Paarlberg and Lavigna, 2010). Transformational leadership is de-
fined as a style of leadership that heightens one’s consciousness of the collective interest of
the organizational members and helps them achieve their collective goals (Garcfa-Morales
et al., 2012). In contrast, transactional leadership focuses on promoting leaders and their
followers” individual interests and achieving the satisfaction of contractual obligations on
behalf of both leaders and followers by establishing objectives and monitoring the results
(Bass and Avolio, 2000).

Scholars have questioned to what extent the transformational leadership techniques
of public and private sectors can be applied to the nonprofit sector (Boerner and Gebert,
2012; Brimhall, 2019). Previous studies have also suggested that the differences among the
nonprofit, public, and private sectors could play a role (Riggio ez al., 2004). Moreover,
several studies have suggested that nonprofit organizations’ specific context may result
in different consequences of transformational and transactional leadership (Rowold and
Rohmann, 2009; Mayr, 2017; Boerner and Gebert, 2012); however, empirical evidence
concerning this issue is limited. Methodologically, the previous literature on transfor-
mational leadership’s effects on organizational performance in the nonprofit sector has
depended heavily upon the case or observational studies in which supervisors’ leadership
style is likely to be endogenous for perceptions of organizational performance (Rowold
and Rohmann, 2009; Brimhall, 2019).

Recently, theories on relational authenticity have also drawn attention. Generally,
achieving relational authenticity requires that followers accord leaders the legitimacy to
promote a set of values on behalf of a community (Harter, 2002, p. 382). Although several
scholars (e.g., Shamir and Eilam, 2005) have discussed repeatedly the possible positive ef-
fects of relational authenticity on organizational performance, an empirical evaluation of
whether this holds true in nonprofit organizations is missing.

A positive—negative asymmetry perspective can be applied to explain relational authen-
ticity’s potential to achieve a more active and effective leadership. The positive—negative
asymmetry effect theory assumes that negative and positive events are not equally salient,
although probably of equal magnitude or emotional valence (Baumeister ez al., 2001;
Peeters and Czapinski, 1990). Stated simply, negative behavior affects the outcomes of
both transformational and transactional leaderships, although positive behavior influences
only transformational leadership’s effects. This present study extends and tests the theory
of positive—negative asymmetry using a randomized experiment to investigate whether or
not leaders’ negative personal behavior has detrimental effects on perceptions of organiza-
tional performance.

The remainder of the paper is organized as follows. Section 2 reviews the literature and
develops the hypotheses. Section 3 describes the methodology, and Section 4 presents the
results. Finally, Section 5 concludes the paper.
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2. Literature review

2.1. Transformational, transactional leadership, and organizational
performance in nonprofit organizations

The distinctive characteristics of nonprofit organizations present special challenges
for nonprofit leadership. Given that nonprofit wages are so low and that many nonprofit
employees seek assistance (Kim and Charbonneau, 2020), nonprofit leaders must motivate
their followers to work hard despite low wages. Fortunately, nonprofits can overcome the
challenge of limited payroll by devising alternative ways to appeal to employees. This is
because the salary is not always the most important factor motivating an employee to accept
a job offer, or to remain with a nonprofit organization, which is why transformational
leaders must communicate nonprofit organizations’ value and vision to their followers
(Creative Business Resources, 2016). Executive directors who want to take nonprofit
organizations to a higher level may consider the transformational leadership approach to
inspire, create a better work environment, call employees and volunteers to take action,
and keep donors to stay connected (University of Notre Dame, 2019).

Several recent critical reviews of the transformational and transactional leadership con-
struct include the work of Van Knippenberg and Sitkin (2013), who suggested that man-
agement scholarship should more clearly define the distinct aspects of leadership through
empirical studies to overcome the following three problems in the previous literature. First,
a clear, conceptual definition of transformational and transactional leadership is lacking.
Second, theories do not sufficiently explain the causal model explaining how the outcome
is contingent on moderating influences. Lastly, the most frequently used measurement
tools are invalid because they do not capture the dimensional structure specified by Bass
and Avolio’s (1994) full-range theory. As a result, a mismatch between what the previous
literature has shown and what a future workforce should know about transformational
and transactional leadership remains.

Previous studies have suggested the need to examine the effect of leadership style on
organizational performance within the nonprofit context (e.g., Van Slyke and Johnson,
2006; Geer, Maher and Cole, 2008), whereas transformational leadership has been asso-
ciated with a number of positive outcomes across samples and cultures in the public and
for-profit sectors (Wang ez al., 2011; Whittington, Goodwin and Murray, 2004; Bellé,
2014). For example, Rowold and Rohmann (2009) used data from German nonprofit
orchestras and found that transformational leaders contribute to organizational perfor-
mance by motivating and inspiring their followers. Rowold ez a/. (2014) also found that
transformational leaders increased organizational performance by painting an optimistic
future that provided both meaning and challenges for followers in fire departments and
Protestant church offices in Germany.

Although these studies provide insightful contributions to the literature and help us
understand transformational leadership’s effect on organizational performance, empirical
evidence in nonprofit organizations remains limited. Given that boards in the nonprofit
sector look for executive directors who demonstrate transformational leadership, studying
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whether transformational leadership subsequently leads to better organizational perfor-
mance is proper and timely. Therefore, this study hypothesizes the following:

Hypothesis 1: Nonprofit executives are more likely to evaluate organizational per-
formance positively when the organization’s leader is a transformational leader (vs.
transactional leader).

2.2. The moderating role of relational authenticity as a leader

In this study, relational authenticity as a leader is considered a facilitator of organiza-
tional performance, rather than a direct determining force. Eagly (2005) defined relational
authenticity as ‘advocating goals that are grounded in shared values, and authentic leaders’
actions promote goals that benefit the large communities’ (p. 460). Given that authentic
leaders contribute to the community other than fulfilling their organizational mission be-
cause followers accord legitimacy to relational authenticity in leadership, leaders’ inappro-
priate behavior can undermine an organization’s performance (Avolio ez a/., 2004). Hence,
transformational leaders can be perceived as inauthentic when their behavior outside the
workplace is inappropriate. The moderation argument of authentic leadership suggests
that the positive relationship between transformational leadership and organizational per-
formance can be strengthened in nonprofits when the community perceives that leaders’
personal behavior is positive. Specifically, compared to the performance of organizations
with inauthentic leaders, the performance of nonprofits with more authentic leaders tends
to be better, as their followers accept and support them because of their relational authen-
ticity (e.g., Chen ez al., 2018).

Cumulatively, these findings help explain relational authenticity as a moderating factor
in the relationship between transformational leadership and organizational performance.
Transformational leadership can be a direct determining force, but its effect can be con-
ditioned by leaders’ relational authenticity, such as exemplary behavior they show, public
values that they believe in, or their personal leadership styles. Based on the moderation
argument on relational authenticity and perceptions of organizational performance de-
scribed in the previous literature (Kotzé and Nel, 2017; George ez al., 2007), there is good
reason to propose that relational authenticity moderates the relationship between transfor-
mational, transactional leadership, and perceptions of organizational performance, partic-
ularly in the nonprofit context.

2.3. The positive—negative asymmetry effect

In social psychology, the positive—negative asymmetry effects have been repeatedly
identified (Peeters and Czapinski, 1990; Skowronski and Carlston, 1989). For instance,
Peeters and Czapinski (1990) defined the positive—negative asymmetry effects as biases
according to which respondents tend to respond more strongly to negative stimuli than to
positive ones. A positive-negative asymmetry effect is a phenomenon in which negative
information about a new acquaintance has a greater impact on impressions than positive
information (Baumeister ez /., 2001). For example, when nonprofit leaders evaluate man-
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agers in other organizations, the negative information about him/her may have a greater
impact than positive stimuli.

Considering the frequent, daily exchange among leaders, staff and citizens due to
nonprofit organizations’” huge contributions to local communities (De Vita and Fleming,
2001), the influence of relational authenticity as a leader can be especially significant for
nonprofits (Third Sector Company, 2020). Therefore, if transformational or transactional
leaders commit a misdemeanor even outside the workplace, these behaviors can adversely
affect the performance of nonprofit organizations. Conversely, the effect of favorable
personal conduct will be weaker than that of adverse behaviors due to positive—negative
asymmetry effects. This is because a negative expectation concerning moral behavior
may be weighted more heavily in a perceiver’s mind than a positive one and may lead
to an asymmetry favoring the confirmation of negative expectations over positive ones
(Martijn et al., 1992; Reeder and Brewer, 1979; Reeder and Coovert, 1986; Skowronski
and Carlston, 1987; Skowronski and Carlston, 1992). The present study assumed that
the difference between transformational leadership x positive behaviors and transactional
leadership x positive behaviors is statistically significant, whereas the two confidence
intervals (transformational leadership x negative behaviors and transactional leadership
x negative behaviors) are overlapped due to positive—negative asymmetry effects. Thus,
a testable implication of the positive-negative asymmetry hypothesis is whether the
positive relationship between transformational leadership and organizational performance
is strengthened in nonprofits with leaders who demonstrate positive behaviors. This
expectation led us to the following hypotheses:

Hypothesis 2: Leaders’ negative behaviors weaken both transformational and transac-
tional leadership effects, whereas leaders’ positive behavior increases transformational

leadership effect only.

Hypothesis 2-1: In the case of positive personal behavior, a transformational leader
acting favorably has a positive influence on organizational performance compared to
transactional leadership effects.

Hypothesis 2-2: In the case of negative personal behavior, leadership styles have no
significant effect on organizational performance.

Leaders’ Positive or
Negative Personal
Behavior
Transformational or Organizational
Transactional v Performance
Leadership

Figure 1: Positive-negative asymmetry effect framework
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3. Research design
3.1. Sample and data

To test the positive-negative asymmetry hypothesis, this study designed a be-
tween-subjects survey experiment based on a hypothetical transformational/transactional
leadership scenario that was embedded in an online survey. Given that transformational
and transactional leaderships are not mutually exclusive, determining which one impacts
organizational performance is difficult. Further, some unmeasured difference or common
cause could affect the results, or causal relationships may be reversed (e.g., organizational
performance could influence different types of leaders). Although experimental designs
have been used extensively to study a more active and effective leadership in the business
administration literature (Dvir e al., 2002; Barling ez al., 1996; Jung and Avolio, 2000),
such experiments have not been conducted in the nonprofit leadership scholarship to the
same degree as its other aspects. Thus, this study uses a randomized survey experiment to
overcome the methodological limitations of previous studies.

This study used multiple modes of communication to yield higher response rates
(Dillman et al., 2014). The sample size was determined based on an a priori power
calculation using G*Power software (Faul ez 4/., 2007). The appropriate sample size was
calculated to find an effect that is small in size (.2) at 80% power given a = 0.05. For the
data collection, of the 1,018 organizations that had received the survey, 403 nonprofit
organizations participated (132 emails bounced back), representing 50 states and an overall
response rate of 39.6%."

In addition, the two waves were administered online. The initial invitation was sent
in October 2019, and the first and second reminders were sent in November 2019, with
an interval of two weeks each. The initial invitation was internet-based, but postal invi-
tations, including a link to the online questionnaire, were sent out to executive leaders
with non-disclosed email addresses on the websites. The first and second reminders were
emailed to the leaders who shared their email accounts. Appendix A presents the experi-
mental vignette.

1 This study performed several manipulation checks to exclude those who may have ignored the stimuli
or failed to receive their assigned treatment. Eight participants were deleted from the sample based on
the results of the checks. Moreover, based on the exclusion criteria used in previous literature (e.g.,
Mason and Suri, 2012; Oppenheimer, Myvis and Davidenko, 2009), participants who took an un-
usually long or short time were also excluded from the analyses. Six participants from the sample
who completed the survey too quickly (i.e., less than 120 seconds) or too slowly (i.e., more than 15
minutes) were dropped from the sample. Before the manipulation checks, the participants took an av-
erage of 7.2 minutes (range = 0.20-467.85, SD = 23.04) to complete the survey. After the checks, the
average time to complete the survey was 6.1 minutes (range = 2.00-14.48, SD = 2.45). This study also
inspected the participants’ Internet protocol (IP) addresses to ensure that none completed the survey
twice (Horton, Rand and Zeckhauser, 2011). Further, participants responded to the item ‘Are you
responding honestly?’ using the response options ‘no’, ‘maybe’, and ‘yes’ to check for their attention.
Four participants failed this attention check and were excluded. A total of 403 participants remained
in the sample, following the manipulation checks.
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The data were collected from an original survey of nonprofit leaders in 50 states in the
United States. This sample consisted of 1,018 stratified random sampled nonprofit organi-
zations from the National Center for Charitable Statistics (2013) database.”> With respect to
organizational missions, respondents slightly differ in percentages (Table 1). Given the dif-
ferences in the percentages between the sample and population in this study, nonprofit prac-
titioners may need to consider this if secking to adopt this study’s implications to practice.

Table 1: A comparison between population and this study’s sample (N=403)

National Center for National Survey of

Organizational Missions Charitable Statistics Nonprofit Leaders
(2013)

A: Arts, Culture, and Humanities 9.23% 13.02%
B: Educational Institutions and Related Activities 15.74% 24.26%
C: Environmental Quality, Protection, and Beautification 2.26% 2.96%
D: Animal Related 2.00% 2.37%
E: Health - General and Rehabilitative 8.77% 7.10%
F: Mental Health, Crisis Intervention 2.85% 3.55%
G: Disease, Disorders, Medical Disciplines 2.44% 2.37%
H: Medical Research 0.69% 0.59%
I: Crime, Legal Related 1.74% 2.37%
J: Employment, Job Related 1.48% 2.37%
K: Food, Agriculture, and Nutrition 1.15% 2.37%
L: Housing, Shelter 7.01% 3.55%
M: Public Safety, Disaster Preparedness, and Relief 1.98% 1.18%
N: Recreation, Sports, Leisure, Athletics 5.91% 2.37%
0O: Youth Development 2.44% 1.18%
P: Human Services — Multipurpose and Other 14.30% 13.60%
Q: International, Foreign Affairs, and National Security 2.17% 0.00%
R: Civil Rights, Social Action, Advocacy 0.66% 2.37%
S: Community Improvement, Capacity Building 4.30% 1.78%
T: Philanthropy, Voluntarism, and Grantmaking Foundations 4.47% 2.37%
U: Science and Technology Research Institutes, Services 0.59% 0.59%
V: Social Service Research Institutes, Services 0.28% 0.00%
W: Public. Society Benefit: Multipurpose and Other 1.09% 4.73%
X: Religion Related, Spiritual Development 6.08% 1.18%
Y: Mutual/Membership Benefit Organizations, Other 0.27% 0.00%
Z: Unknown 0.08% 0.00%
Number of Observation 216,924 403

Source: Author

2 Here, strata were made by randomly selecting 10% of the organizations from each organizational mis-
sion. A self-administered survey required obtaining the email addresses of the selected 501(c)(3) orga-
nizations’ executive directors, accomplished by visiting each nonprofit’s webpage.
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Using the randomizer function embedded in Qualtrics, an online survey software, par-
ticipants were randomly assigned to five groups: (1) transformational leadership with neg-
ative personal behavior; (2) transformational leadership with positive behavior; (3) transac-
tional leadership with negative behavior; (4) transactional leadership with positive behavior;
and (5) control group. The first four groups are the treatment groups. Then, respondents
answered questions on organizational performance. Table 2 presents the sample’s demo-
graphic characteristics. An analysis of the differences between the control and treatment
groups showed that groups were balanced at the outset — none of the differences found
across the groups concerning the basic organizational characteristics were statistically signif-
icant at the 0.01 level (Table 2).

Figure 2 shows the study’s experimental design. The questionnaire was finalized af-
ter being pretested with several nonprofit executive directors. Their feedback, which was
instrumental in designing the project survey, suggested that the participants thought of
themselves as commenting on the hypothetical material.

All respondents

Random Assignment

~ ~ N 7

Group IV

Group I

Control group

N=81

Group IT

Transformational
* negative
personal behavior

N=80

Group ITI

Transformational
positive personal
behavior

N=81

Transactional x
negative personal
behavior

N=80

Group V

Transactional *
positive personal
behavior

N=81

|

|

|

Survey questions

Figure 2: Experimental design

Source: Author

3.2. Experimental design

For the transformational and transactional leadership conditions, participants were ex-
posed to a prompt that portrayed the leader as a transformational or transactional leader,
respectively. For the negative behavior condition, participants were told about a nonprofit
leader who received damaging media attention after a video was released showing him be-
rating police officers at a traffic stop and posturing aggressively and condescendingly. In
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the positive behavior condition, participants were informed that a nonprofit leader has
demonstrated his beliefs by showing actions consistent with his beliefs (see Appendix A).

To test the hypothesis of the positive—negative asymmetry effects, the positive behav-
jor vignettes include the components of the relational authenticity as a leader. In the vi-
gnettes, relational authenticity is operationalized based on two components of authentic-
ity defined by Avolio ez a/. (2004). With respect to the first component, authentic leaders
support ideals that benefit the greater society and communicate these ideas to followers
in a transparent manner. With respect to the second component, followers identify with
public values and accept them as acceptable for the community in which they are affiliated
— whether that community is a nation, an organization, or a group. To achieve relational
authenticity, followers must provide leaders the authority to promote a set of public values
on behalf of a community. Once assigned randomly to the positive behavior condition,
respondents read an introductory statement about relational authenticity as a leader, that
is phrased as follows:

‘Since Bill Jacoby has worked in the nonprofit sector, he has demonstrated his
beliefs by showing actions consistent with his beliefs. In other words, he makes
personal decisions based on his core beliefs. For example, Bill Jacoby makes a
monthly donation to Children’s Cancer Association, and works as a voluntary
teacher at the orphanages. Whenever he sees senior citizens or citizens with dis-
abilities with limited mobility, he always offers his help to them. Through this
personal experience, he has come to learn that he was most inspired when he do-
nates, volunteers, or helps other people. He believes that the experience is indeed
meaningful, as it helps him to reflect on life from a broader perspective — help-
ing other people brought a balance to his life, which otherwise would have been

filled only with work.”

3.3. Measures

The dependent variable, organizational performance, is a socially constructed phe-
nomenon that is subjective, complex, and particularly difficult to measure, especially in
the nonprofit sector (Au, 1996; Anspach, 1991). This study measures organizational per-
formance following a perceptual measure grounded in a theoretical taxonomy proposed
by Brewer and Selden (2000) and Kim (2005). This taxonomy differentiates between an
organization’s internal and external performance. Moreover, it specifies the following per-
formance-related values: efficiency, effectiveness, and fairness. Meanwhile, we conducted
factor analyses of six items from the 1996 Merit System Protection Board’s Merit Princi-
ples Survey®. The index’s Cronbach’s a.is .90. For the self-reported performance measures,

3 The item order of organizational performance was randomized to minimize response order biases.
The survey questions used to measure organizational performance were ordered randomly to reduce
response order effects using the item randomization option of Qualtrics. This is because of the possi-
ble priming effects (Van de Walle and Van Ryzin, 2011) in the preliminary phase of this research.
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this study endeavors to measure perceptions of organizational performance consistently
with previous literature (Brewer and Selden, 2000; Kim, 2005). Our study’s respondents
are executive directors in real-world nonprofit organizations who evaluated hypothetical
nonprofits” organizational performance, and did not assess their own organizational per-
formance. The items are listed in Appendix B.

The transformational and transactional leadership items were adapted from the pre-
vious literature (Jensen ez al., 2019; Antonakis et al., 2003). For the moderating variable,
this study takes advantage of Walumbwa ez 4/.’s (2008) eight-item survey of relational au-
thenticity. The items’ factor loadings and Cronbach alpha values are listed in Appendix C.

4. Results

Figure 3 shows a plot of the coefficients from regression analyses. The result provides
evidence supporting Hypothesis 1. In this figure, the dots are regression coefficients on a
set of dummy variables that contrast each treatment group with the control group, which
is the horizontal line (reference group), with 95-percent confidence intervals (CIs) to show
statistically significant differences. In Figure 3, the difference between transformational
and transactional leadership effects was statistically significant at p < 0.05 in the sample
combining negative and positive personal behavior. For Table 3, the coefficient for trans-
formational leadership is positive, meaning that respondents assigned to transformational
leadership (X = 1 when observations are under transformational leadership treatments)
expected this nonprofit to show higher organizational performance than those assigned
to transactional leadership and control groups (X = 0). This relationship is statistically sig-
nificant at p < 0.01. When the interaction terms were added to the model, the relationship
remained statistically significant at p < 0.05. For the main effects of transformational lead-
ership on organizational performance, nonprofit executive directors perceived that organi-
zations with transformational leaders perform better than those with transactional leaders.

Regarding Hypothesis 2, the findings show that in the case of positive personal behav-
ior, a transformational leader (vs. transactional leader) acting favorably has a positive influ-
ence on organizational performance. In the case of negative personal behavior, leadership
styles have no significant effect on organizational performance. Looking at Figure 3, it can
be seen that there is a statistically significant difference between transactional leadership x
positive behaviors and transformational leadership x positive behavior at p < 0.05, whereas
the two confidence intervals (transactional leadership x negative behaviors and transfor-
mational leadership x negative behaviors) overlapped. This outcome is evident from the
interaction between transformational leadership and leaders’ positive behavior (transfor-
mational leadership = 1), which is positive and statistically significant at p < 0.01 (Table
3). Specifically, relational authenticity increased transformational leadership’s positive ef-
fects on perceptions of organizational performance, as this positive relationship became
stronger when leaders behaved positively. Thus, relational authenticity can improve the
relationship between transformational leadership and perceptions of organizational per-
formance, which is consistent with Hypothesis 2.
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Note: Figure shows unstandardized regression coefficients, with 95-percent confidence intervals (Cls), from an
OLS regression model in which each vignetted-condition is a separate dummy variable and the control condition
is the reference group (horizontal line). The dependent variable is perceptions of organizational performance on
a 1-5 rating scale. Cls that do not cross the horizontal line are statistically different from the reference group (at
p <.05). See Table 3 for the complete regression results.

Figure 3: Coefficient plot showing effects of leader’s personal behavior
on perceptions of organizational performance, relative to the control group

Source: Author

Table 3: Experimental results

DV=0rganizational Performance

Ref: Control Group Model 1 Model 2
Transformational Leadership (TFL) 0.777%** 0.556**
(TFL=1) (0.189) (0.283)
TFL x Positive Personal Behavior 0.737%**
(0.212)
Positive Personal Behavior 0.306%** 0.738*
(Positive=1) (0.409) (0.311)
TFL x Negative Personal Behavior -0.339**
(0.292)
Transactional Leadership (TAL) 0.395** 0.350%*
(TAL=1) (0.569) (0.242)
TAL x Positive Personal Behavior 0.267
(0.292)
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DV=0rganizational Performance

Negative Personal Behavior S0M88as -0.107**

(Negative=1) (0.423) (0.283)

TAL x Negative Personal Behavior -0.395*

(0.569)

Constant 2.260%** 2.700%**
(0.168) (0.281)

N 403 403

Adjusted R2 0.152 0.148

Note: Table shows unstandardized OLS regression coefficients. Standard errors in
parentheses. DV means dependent variable. Ref stands for reference group.
*p<0.10;** p < 0.05;**p < 0.01 (two-tailed tests)

Source: Author

5. Discussion and conclusion

This study sought to contribute to the literature on leadership style by examining
whether the effect of transformational and transactional leadership on nonprofit execu-
tives’ perceptions of organizational performance varies depending on relational authentic-
ity as a leader. The results show that achieving relational authenticity moderates the effect
of leadership style, which is a direct determinant of perceptions of organizational perfor-
mance. If leaders possess relational authenticity, they will have greater self-awareness and
self-regulated positive behavior on the part of their supervisors and the followers, which in
turn will have favorable effects on organizational performance (Avolio and Gardner, 2005).

Concerning Hypothesis 1, the result shows that transformational leadership has a pos-
itive effect on organizational performance compared to transactional leadership. These
findings reiterate conclusions drawn from previous research — that is, transformational
leadership is a key determinant of perceptions of organizational performance (Bell¢, 2014;
Paarlberg and Lavigna, 2010). Further, this study expands our current knowledge by ex-
plicating the moderating effect of relational authenticity on the leadership — performance
association.

Consistent with the positive—negative asymmetry effect hypothesis (Hypothesis 2),
this study supports the assumption that, in the case of positive personal behavior, a trans-
formational leader (vs. transactional leader) acting favorably has a statistically significant
and positive influence on organizational performance. By contrast, in the case of negative
personal behavior, the treatment had null findings. When leaders behave positively, the
gap between transformational and transactional leadership effects is greater than when
leaders act negatively. Leaders’ negative behavior counters both leadership effects, perhaps
because adverse impressions and inhospitable stereotypes form more quickly and are more
resistant to change than the good ones.

The results of this study have important implications for future research. In terms of
practice, our study suggests that nonprofit managers and executives can use relational au-
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thenticity to improve their strategic and managerial practices that benefit performance.
Multiple factors contribute to perceptions of organizational performance, and this study
shows that leaders’ inappropriate behavior may have adverse effects on perceptions of or-
ganizational performance. More fundamentally, nonprofit executive directors must be
careful about their personal conduct at all times because inappropriate conduct has a detri-
mental effect on organizational performance regardless of leadership style.

Moreover, many forms of achieving relational authenticity (e.g., being polite to police
officers when pulled over because of traffic violations, and treating citizens with dignity
and respect) are not economically costly. The virtues of leaders’ positive personal behavior
have been praised; therefore, this study suggests that leaders who provide leadership train-
ing should consider focusing on achieving relational authenticity to ensure the sustainabil-
ity of transformational leadership in nonprofit organizations.

Finally, the study’s findings need to be interpreted with caution for several reasons.
First, the results are based on a simulated setting that may not be generalizable to real-world
leadership behavior. Interestingly, future studies might perform an experiment in which
participants assess real organizations’ leadership style and evaluate the moderation effect
of relational authenticity on organizational performance to provide more realism in their
task. Second, this study measured managers’ perceptions of organizational performance,
although past studies have used financial performance measures. Several previous studies
have suggested other measures of organizational performance. For example, O’Sullivan
et al. (2016) identified administrative records, customer feedback, rating systems, census
data, and government records as data sources that nonprofit administrators can use to
measure organizational performance. Future research using these alternative organization-
al performance measures, such as that used by O’Sullivan ez 2/. (2016), is needed to explore
the extent to which these findings are robust.

Notwithstanding these limitations, the findings offer several practical implications.
First, and perhaps most importantly, relational authenticity as a leader, more than trans-
formational leadership itself, appears to form the basis for improving the performance of
their organizations. Nonprofit leaders must consider the larger impact of their personal be-
haviors, as well as the community in which they work. These considerations raise employee
awareness, model sincerely held beliefs, and promote accountability for one’s actions. By
doing so, leaders must show that they understand the human/cultural dimension is the
driving reason behind organizational performance. This is the kind of insight that leaders
who want to make their organizational performance better need. Nonprofits secking a re-
turn on investment from the cost of hiring the best talents must make such a shift.

Second, to put an organization on a path to success, today’s transformational leaders
must balance talent development and social justice with the organization’s overall aims.
Nonprofit executives and managers have the power to shape not only what happens in
their workplace, but also how they process those moments. In turn, followers will be natu-
rally inclined to perform even more for the organization than the basic requirements. This
participatory approach will minimize the unintended consequences of innovation while
sustaining progress in the workplace.
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Lastly, leaders must understand the importance of their relational authenticity as a
leader. A manager is much more effective as a transformative manager because the manag-
er has the respect of his/her followers and sets a positive example for them daily. Further,
the followers are more likely to work harder for the organizations because he/she has such a
positive effect on his/her employees. Whereas the negative manager is usually feared by the
staff and will only do what they are required to do, nothing extra. The negative manager
is usually disliked by the staff due to their personal behaviors outside their workplace. On
the other hand, the positive manager is generally universally well-liked and staft will work
more effectively because they know management appreciates them. However, the negative
manager is not liked by many people and doesn’t appreciate the staff or their productivity.
As such, followers are very unlikely to work longer or to put a concerted effort for any
reason other than overtime pay.

Allin all, this study’s findings explicate the importance of relational authenticity when
evaluating the effects of leadership style on perceptions of organizational performance.
Although transformational or transactional leadership is often proposed to improve or
decrease organizational performance, we note the importance of delineating relational
authenticity that shapes how leadership style impacts organizational performance. In-
deed, focusing on leadership style, such as transformational and transactional leadership,
alone will likely paint an incomplete picture of the mechanisms responsible for translating
leadership style into organizational performance. Rather, to build a completer and more
nuanced picture, our findings offer preliminary evidence on the importance of achieving
relational authenticity as a leader.
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Appendix A.
Experimental Vignettes

The next questions are based on a hypothetical scenario of leadership effects on orga-
nizational performance. Please respond to the questions based on Bill Jacoby’s leadership
style, and its effects on organizational performance. Please assume that you are Bill Jaco-

by’s boss.

(1) Transformational leadership and negative personal behavior

Bill Jacoby is a leader who addresses subordinates’ motivation, and is very much fo-
cused on his relationship with them. He inspires and motivates followers by appealing to
higher ideas and moral values. He encourages his followers to transcend their own interests
for the sake of the organization.

Bill Jacoby presently is a deputy director of a 501(c)(3) organization called Confidence,
a diverse, urban, and multi-service nonprofit in Blanchard City, where he manages the
operations and oversees the programmatic implementation of services. He has raised over
$7 million in new funding since October 2000. He hired, trained, and supervised over 40
staff members and volunteers.

Before joining Confidence, Jacoby worked in San Juan, Puerto Rico in a community
development initiative for public housing projects. He also was the executive director of
a multi-service nonprofit organization called St. Columba Club, Inc. in Blanchard City.
Jacoby has served on a number of nonprofit boards and advisory councils.

Bill Jacoby, the deputy director of Confidence, told the Blanchard University Police
Department he was not his ‘best self” on the March morning when campus police tried to
investigate a minor accident between his driver and a campus police car.

An officer’s body camera video shows a very awkward moment involving Jacoby and
the campus police. Jacoby apologized after body cam footage showed him shouting out at
the police who held him at the scene of a fender bender briefly. In the video, Jacoby also
made sure to mention that he was the deputy director.

‘It T miss my airplane, you folks are in trouble’, Jacoby said as he pointed his finger an-
grily at an officer at the scene, according to the footage Kansas Advance Media obtained.

According to KS.com, this incident stemmed from a minor car accident. Jacoby told
the police he was on his way to the airport when his driver’s vehicle was in a minor accident
involving a police vehicle.

Ofticers detained Jacoby and his driver at the scene while they assessed any damage that
might have resulted. As seen in the footage, one of the police officers arrived at the scene,
and asked who he was.

‘T’m the deputy director’, he yelled. ‘I’d love to see them do this to President Rory’, he
added, referring to Blanchard University’s president.

According to Blanchard University officials, a driver in a black sedan had arrived to
pick Jacoby up at the Center for Law and Justice on South Blount Street in Blanchard
City to take him to the airport. According to Kansas Advance Media, the sedan hit the
bumper of a campus police car that was parked along the curb, which caused the car to
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jolt. The officer in the police car began to investigate the fender bender and acquire details
for a report.

(2) Transformational leadership and positive personal behavior

Bill Jacoby is a leader who addresses subordinate motivation, and is very much focused
on his relationship with them. He inspires and motivates followers by appealing to higher
ideas and moral values. Jacoby encourages his followers to transcend their own interests for
the sake of the organization.

Jacoby presently is a deputy director of a 501(c)(3) organization called Confidence, a
diverse, urban, and multi-service nonprofit in Blanchard City, where he manages the op-
erations and oversees the programmatic implementation of services. He has raised over $7
million in new funding since October 2000. He hired, trained, and supervised over 40 staff
members and volunteers.

Before joining Confidence, Jacoby worked in San Juan, Puerto Rico in a community
development initiative for public housing projects. He also was the executive director of
a multi-service nonprofit organization called St. Columba Club, Inc. in Blanchard City.
Jacoby has served on a number of nonprofit boards and advisory councils.

Since Bill Jacoby has worked in the nonprofit sector, he has demonstrated his beliefs by
showing actions consistent with his beliefs. In other words, he makes personal decisions
based on his core beliefs. For example, Bill Jacoby makes a monthly donation to Children’s
Cancer Association, and works as a voluntary teacher at the orphanages. Whenever he sees
senior citizens or citizens with disabilities with limited mobility, he always offers his help
to them. Through this personal experience, he has come to learn that he was most inspired
when he donates, volunteers, or helps other people. He believes that the experience is in-
deed meaningful, as it helps him to reflect on life from a broader perspective — helping
other people brought a balance to his life, which otherwise would have been filled only
with work.

(3) Transactional leadership and negative personal behavior

Bill Jacoby is a leader who promotes followers’ compliance through both rewards and
discipline. Through this system, he motivates his followers by appealing to their self-inter-
ests. Jacoby keeps his relationship with his followers in terms of exchange for the short-term.

Jacoby presently is a deputy director of a 501(c)(3) organization called Confidence, a
diverse, urban, and multi-service nonprofit in Blanchard City, where he manages the op-
erations and oversees the programmatic implementation of services. He has raised over $7
million in new funding since October 2000. He hired, trained, and supervised over 40 staft
members and volunteers.

Before joining Confidence, Jacoby worked in San Juan, Puerto Rico in a community
development initiative for public housing projects. He also was the executive director of
a multi-service nonprofit organization called St. Columba Club, Inc. in Blanchard City.
Jacoby has served on a number of nonprofit boards and advisory councils.

Jacoby told the Blanchard University Police Department he was not his ‘best self” on
the March morning when campus police tried to investigate a minor accident between his
driver and a campus police car.

83



An officer’s body camera video shows a very awkward moment involving Jacoby and
the campus police. Jacoby apologized after body cam footage showed him shouting out at
the police who held him at the scene of a fender bender briefly. In the video, Jacoby also
made sure to mention that he was the deputy director.

‘It T miss my airplane, you folks are in trouble’, Jacoby said as he pointed his finger an-
grily at an officer at the scene, according to the footage Kansas Advance Media obtained.

According to KS.com, this incident stemmed from a minor car accident. Jacoby told
the police he was on his way to the airport when his driver’s vehicle was in a minor accident
involving a police vehicle.

Ofticers detained Jacoby and his driver at the scene while they assessed any damage that
might have resulted. As seen in the footage, one of the police officers arrived at the scene,
and asked who he was.

‘T’m the deputy director’, he yelled. ‘I’d love to see them do this to President Rory’, he
added, referring to Blanchard University’s president.

According to Blanchard University officials, a driver in a black sedan had arrived to
pick Jacoby up at the Center for Law and Justice on South Blount Street in Blanchard
City to take him to the airport. According to Kansas Advance Media, the sedan hit the
bumper of a campus police car that was parked along the curb, which caused the car to
jolt. The officer in the police car began to investigate the fender bender and acquire details
for a report.

(4) Transactional leadership and positive personal behavior

Bill Jacoby is a leader who promotes followers’ compliance through both rewards and
discipline. Through this system, he motivates his followers by appealing to their self-in-
terests. Jacoby keeps his relationship with his followers in terms of exchange for the short-
term.

Jacoby presently is a deputy director of a 501(c)(3) organization called Confidence, a
diverse, urban, and multi-service nonprofit in Blanchard City, where he manages the op-
erations and oversees the programmatic implementation of services. He has raised over $7
million in new funding since October 2000. He hired, trained, and supervised over 40 staff
members and volunteers.

Before joining Confidence, Jacoby worked in San Juan, Puerto Rico in a community
development initiative for public housing projects. He also was the executive director of
a multi-service nonprofit organization called St. Columba Club, Inc. in Blanchard City.
Jacoby has served on a number of nonprofit boards and advisory councils.

Since Bill Jacoby has worked in the nonprofit sector, he has demonstrated his beliefs by
showing actions consistent with his beliefs. In other words, he makes personal decisions
based on his core beliefs. For example, Bill Jacoby makes a monthly donation to Children’s
Cancer Association, and works as a voluntary teacher at the orphanages. Whenever he sees
senior citizens or citizens with disabilities with limited mobility, he always offers his help
to them. Through this personal experience, he has come to learn that he was most inspired
when he donates, volunteers, or helps other people. He believes that the experience is in-
deed meaningful, as it helps him to reflect on life from a broader perspective — helping
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other people brought a balance to his life, which otherwise would have been filled only
with work.

(5) Control group

Bill Jacoby presently is a deputy director of a 501(c)(3) organization called Confidence,
a diverse, urban, and multi-service nonprofit in Blanchard City, where he manages the
operations and oversees the programmatic implementation of services. He has raised over
$7 million in new funding since October 2000. He hired, trained, and supervised over 40
staff members and volunteers.

Before joining Confidence, Jacoby worked in San Juan, Puerto Rico in a community
development initiative for public housing projects. He also was the executive director of
a multi-service nonprofit organization called St. Columba Club, Inc. in Blanchard City.
Jacoby has served on a number of nonprofit boards and advisory councils.

Appendix B.

Measures of organizational performance

After reading the hypothetical scenario for each group, respondents were then asked:
“The following questions refer to a hypothetical scenario. To what extent, if at all, do you
agree with the following statements as they relate to the performance of the organization
with which he is involved? (Select one answer in each row.)

* His organization has made good use of the coworkers’ knowledge and skills to become
more efficient.

* In the past two years, his work unit’s productivity has improved.

* His work unit’s performance provides the public a worthwhile return on their dona-
tion dollars.

* In general, everyone in his organization is treated with respect, without regard to sta-
tus and grade.

* Overall, the quality of work his current coworkers in his immediate work group per-
form is high.

* His organization treats employees and applicants fairly and equitably in all aspects of
personnel management without regard to their political affiliation, sex, hometown,
marital status, age, or disability condition.’

Respondents answered on a 1-5 scale, where 1 indicated ‘Strongly disagree’, 2 — ‘Some-
what disagree’, 3 — ‘Neither agree nor disagree’, 4 — ‘Somewhat agree’, and 5 — ‘Strongly
agree’.
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Appendix C.
Measures of transformational, transactional, and authentic leadership

When it concerns [Bill Jacoby’s leadership style]
Response Options: 1 = strongly disagree, 5 = strongly agree

PCF (varimax) factor loadings and Cronbach alphas

Transformational Leadership (alpha = .82)

‘Concretizes a clear vision for the [ORGANIZATION'S] future’ 0.79

‘Seeks to make employees accept common goals for the [ORGANIZATION]' 0.80

‘Strives to get the [ORGANIZATION'S] employees to work together in the direction of the vision’ 0.86
‘Strives to clarify for the employees how they can contribute to achieving the [ORGANIZATION'S] goals’ 0.79
Transactional Leadership (alpha =.917)

Transactional Leadership: Verbal Rewards

‘Gives individual employees positive feedback when they perform well' 0.88

‘Actively shows his/her appreciation of employees who do their jobs better than expected’ 0.89
‘Personally compliments employees when they do outstanding work’ 0.91

Transactional Leadership: Pecuniary Rewards

‘Rewards the employees’ performance when they live up to his/her requirements’ 0.85

‘Rewards the employees dependent on how well they perform their jobs’ 0.81

‘Points out what employees will receive if they do what is required’ 0.66

Transactional Leadership: Use of Contingent Sanctions

‘Gives negative consequences to the employees if they perform worse than their colleagues’ 0.87
‘Makes sure that it has consequences for the employees if they do not consistently perform as required’ 0.87
‘Gives negative consequences to the employees if they do not perform as he/she requires’ 0.87
Authentic Leadership (alpha = .85)

Authentic Leadership: Self-Awareness

‘Seeks feedback to improve interactions with others’ 0.85

‘Accurately describes how others view his or her capabilities’ 0.93

Authentic Leadership: Relational Transparency

‘Says exactly what he or she means’ 0.82

‘Is willing to admit mistakes when they are made’ 0.79

Authentic Leadership: Internalized Moral Perspective

‘Demonstrates beliefs that are consistent with actions’ 0.82

‘Makes decisions based on his/her core beliefs’ 0.66

Authentic Leadership: Balanced Processing

‘Solicits views that challenge his or her deeply held positions’ 0.74

‘Listens carefully to different points of view before coming to conclusions’ 0.87

Note: For all dimensions of transformational, transactional leadership, and relational authenticity across the
different vignettes, confirmatory factor analyses were conducted based on asymptotic distribution free esti-
mator. All standardized factor loadings are statistically significant at p < 0.001.
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