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1. Introduction

In today’s turbulent global environment too often character-
ized by prominent examples of unethical practices and the real-
ity of increasingly frequent mergers, acquisitions and downsiz-
ing, followers’ trust in their organizational leaders has become 
an important issue. Prior leadership research has shown that 
how a leader acts and communicates with followers during very 
challenging periods of time can create the foundation for future 
trust in the leader (Kasper-Fuehrer & Ashkanasy, 2001). Spe-
cifically, the manner in which negative events such as layoffs 
or downsizing events are dealt with by leaders may directly im-
pact followers’ subsequent trust in their leaders (Korsgaard et 
al., 2002 and Tourish et al., 2004). Having trust in one’s leader, 
in turn, has been tied to desirable performance outcomes such 

as satisfaction, retention, commitment, organizational citizen-
ship behavior, and performance (Connell et al., 2003, Corbitt and 
Martz, 2003, Costa, 2003 and Dirks and Ferrin, 2002).

Through the use of a mixed methods design, this study ex-
amines how differing levels of positivity and communication 
transparency, within the context of a downsizing event, im-
pacted participants’ willingness to be vulnerable and place trust 
in the target leader and the leader’s perceived effectiveness in 
addressing the downsizing situation. Specifically, this study re-
sponds to earlier calls in the leadership literature and in a spe-
cial issue published in this journal to begin empirically assess-
ing how authentic leadership characterized by positivity and 
transparency (Avolio and Gardner, 2005, Avolio and Luthans, 
2006 and Luthans and Avolio, 2003) impacts key outcomes such 
as trust and effectiveness.
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2. Theoretical foundation

2.1. Leader’s positivity

Drawn from the foundational work in positive psychology 
(Seligman and Csikszentmihalyi, 2000 and Snyder and Lopez, 
2002) and positive organizational behavior (Luthans, 2002a, Lu-
thans, 2002b, Nelson and Cooper, 2007 and Wright, 2003; for 
a recent comprehensive review see Luthans & Youssef, 2007), 
in this study a leader’s positivity or positive psychological ca-
pacities was defined using the four components associated with 
positive psychological capital (Luthans et al., 2007 and Lu-
thans et al., 2007) and authentic leadership (Avolio and Lu-
thans, 2006 and Luthans and Avolio, 2003). The four compo-
nents include hope, resiliency, optimism and efficacy. Hope is 
defined as a “positive motivational state that is based on an in-
teractively derived sense of successful (a) agency (goal directed 
energy) and (b) pathways (planning to meet goals)” (Snyder, Ir-
ving & Anderson, 1991, p. 287). Resiliency represents coping 
and adaptation in the face of significant adversity or risk (Mas-
ten & Reed, 2002), and has been adapted to the workplace by 
Luthans (2002a, p. 702) as the “positive psychological capacity 
to rebound, to ‘bounce back’ from adversity, uncertainty, con-
flict, failure, or even positive change, progress and increased 
responsibility.”

Optimism is an internal, relatively stable, and global attribu-
tion regarding positive events like goal attainment, and an exter-
nal, relatively unstable, and specific cause for negative events 
such as not meeting a deadline (Seligman, 1998). Realistic opti-
mism has been associated with having a positive future outlook, 
as well as making positive attributions regarding events that may 
be perceived by less optimistic individuals as inhibiting their mo-
tivation or performance (Luthans, 2002a and Schneider, 2001).

Efficacy is the belief that one can execute actions required to 
successfully deal with prospective situations (Bandura, 1997). 
Applied to the workplace, Stajkovic and Luthans (1998, p. 66) 
define efficacy as “the conviction (or confidence) employees have 
about their ability to mobilize the motivation, cognitive resources 
or courses of action needed to successfully execute a specific task 
within a given context.”

These four positive psychological capacities when combined 
have been conceptually (Luthans, Youssef et al., 2007) and empir-
ically (Luthans, Avolio, et al., 2007) shown to represent a higher-
order, core construct and can be thought of as one’s positive psy-
chological resources or capacities. This core construct has been 
defined as “an individual’s positive psychological state of devel-
opment that is characterized by: (1) having confidence (self-effi-
cacy) to take on and put in the necessary effort to succeed at chal-
lenging tasks; (2) making a positive reference (optimism) about 
succeeding now and in the future; (3) persevering toward goals 
and, when necessary, redirecting paths to goals (hope) in order 
to succeed; and (4) when beset by problems and adversity, sus-
taining and bouncing back and even beyond (resilience) to attain 
success” (Luthans, Youssef, et al., 2007, p. 3).

This higher-order positive capacity construct has an under-
lying commonality among the four dimensions representing a 

positive appraisal and belief in the situation, and available and/or 
potential psychological resources that can be used to attain suc-
cess through personal effort, striving, and perseverance. Empiri-
cally, it has been shown that the four dimensions have convergent 
and discriminant validity in both the positive psychology (e.g., 
Bryant and Cvengros, 2004, Carifio and Rhodes, 2002 and Mag-
aletta and Oliver, 1999) and workplace literature (Luthans, Avo-
lio, et al., 2007). Evidence also indicates that when combined 
into a core higher factor, it accounts for more variance in em-
ployee performance and satisfaction than each of the four indi-
vidual components (Luthans, Avolio, et al., 2007).

2.2. Linkages to trust

Although there is a growing body of research on trust, there 
are still differences of opinion on its definition (Connell et al., 
2003). This study will examine trust by using the frequently 
cited definition that focuses on defining trust in terms of a ‘will-
ingness to be vulnerable’ in one’s relationship (Mayer et al., 
1995 and Whitener et al., 1998) with another person based on 
positive expectations regarding that person’s behavior (Rous-
seau, Sitkin, Burt, & Camerer, 1998). Inherent in this definition 
is that trust also involves a willingness to be exposed to and 
take risks with that individual (Mayer et al., 1995). This defini-
tion of trust also includes an expectation that the individual who 
is being trusted is more predictable and/or dependable, and thus 
would be expected to be described as more trustworthy (Rous-
seau et al., 1998).

One of the main goals of the current study is to examine how 
a leader’s level of positivity as represented by expressed levels 
of hope, resiliency, optimism and efficacy are related to partic-
ipants’ trust in that leader. Trust has been previously associated 
with a leader’s perceived ability, competence and performance 
(Driscoll, 1978, Mayer et al., 1995, McAllister, 1995 and Scott, 
1980). Specifically, Mayer and colleagues (1995) discussed three 
components of trustworthiness including competence, integrity and 
benevolence. We propose that a leader who displays higher lev-
els of positivity (represented by hope, efficacy, optimism, and re-
siliency), would be seen by others as being more competent and 
in turn trustworthy because these components have been demon-
strated to be connected to higher levels of performance (Luthans, 
Avolio, et al., 2007).

The ability of a leader to develop trust during a downsizing 
event has been shown to be directly related to the perceived ef-
fectiveness of that leader in successfully getting through adversity 
(Appelbaum et al., 1999 and Mishra et al., 1998). Similarly, since 
one’s competence and ability has been shown to be positively re-
lated to trust in that person by others (Driscoll, 1978, Mayer et al., 
1995, McAllister, 1995 and Scott, 1980), leaders who are viewed 
as more effective should also be evaluated as being more trust-
worthy and more highly trusted. Based on this theory and prior 
research, we derive the following study hypotheses:

Hypothesis 1a. The leader’s exhibited level of positive psy-
chological capacities has a positive relationship with the par-
ticipant’s/follower’s perceived trust in the leader.
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Hypothesis 1b. The leader’s exhibited level of positive 
psychological capacities has a positive relationship with 
the participant’s/follower’s overall rating of their leader’s 
effectiveness.

2.3. Transparency and trust

Open communication or communication transparency has 
historically been viewed as an essential ingredient in effective 
organizations (Gross, 2002, Haney, 1967, Likert, 1967, Myers 
et al., 1999 and Rogers, 1987). Research on openness in com-
munication began with initial support through early laboratory 
experiments conducted by Bavelas and Barrett in 1951, and 
more open communication has also been associated with higher 
levels of honesty, effective listening, trust, supportiveness, and 
frankness (Rogers, 1987).

Brought into the organizational context, communication open-
ness has been defined as “message sending and receiving behav-
iors of superiors, subordinates, and peers with regard to task, 
personal, and innovative topics” (Rogers, 1987, p. 54). Thus, 
communication openness revolves around each individual at all 
organizational levels being receptive to and then responsive to 
the information that is provided by others in the organization. In 
the context of leadership research, open communication would 
involve both the leader and his or her followers in terms of how 
they exchange information with each other and the quality of their 
respective relationship.

Relevant to the current study, communication openness has 
been positively associated with higher levels of organizational 
success, as well as helping to avoid or minimize the impact of 
unexpected organizational crises (Rogers, 1987). In addition, 
higher levels of communication openness have been linked with 
better leader and follower relationships as well as higher fol-
lower motivation (Kay & Christophel, 1995), job satisfaction 
(Burke and Wilcox, 1969, Klauss and Bass, 1982, Korsgaard et 
al., 2002 and Weiss et al., 2002), role clarity (Klauss and Bass, 
1982 and Wilson and Malik, 1995), more positive peer relation-
ships (Myers, Knox, Pawlowski, & Ropog, 1999), and trust and 
organizational citizenship behaviors (Korsgaard et al., 2002).

2.4. Transparency and leadership

Discussions of transparency in authentic leadership have re-
cently emerged in both the research and practice literature (Gard-
ner et al., 2005, George, 2003 and Ilies et al., 2005). In this lit-
erature, authentic transparent leadership has been described as 
representing the extent to which an individual exhibits a pattern 
of openness and clarity in his/her behavior toward others by shar-
ing the information needed to make decisions, accepting others’ 
inputs, and disclosing his/her personal values, motives, and sen-
timents in a manner that enables followers to more accurately as-
sess the competence and morality of the leader’s actions. Such 

leaders have been described as demonstrating transparency in ar-
eas/functions such as decision making (Avolio & Gardner, 2005).

Webster’s Dictionary defines “transparency” as something 
which is obvious, readily understandable, clear, candid and/or 
lucid. A comprehensive definition of leader and follower trans-
parency proposed by ( Vogelgesang, 2008) entails “Interactions 
characterized by sharing relevant information, being open to giv-
ing and receiving feedback, being forthcoming regarding mo-
tives and the reasoning behind decisions, and displaying align-
ment between words and actions” (p. 43). Transparency has also 
been proposed as a descriptive construct that relates to whether 
or not relevant information is made known to all interested par-
ties ( Vogelgesang & Crossley, 2006). When a leader is transpar-
ent, “followers come to know what the leader values and stands 
for, and that the leader understands who they are as well. Fur-
thermore, if such insights reveal high levels of congruence be-
tween the attributes, values, and aspirations of both parties, the 
level of trust will deepen” ( Avolio, Gardner, Walumbwa, Lu-
thans, & May, 2004, p. 811).

This transparency component of authentic leadership has been 
described by Kernis (2003) as representing the valuing and striv-
ing for openness in one’s relationships with others whereby the 
leaders and followers openly share information about each others’ 
true thoughts and feelings. By creating higher levels of openness 
or transparency, the leader and followers are expected to have 
higher levels of trust in each other (Walumbwa, Avolio, Gard-
ner, Wernsing, & Peterson, 2008).

In the current study, we will focus specifically on the com-
ponent of leader transparency and how it relates to trust in 
the leader and the leader’s perceived effectiveness, as it has 
been most consistently linked with the way effective lead-
ers deal with traumatic organizational events such as an or-
ganizational downsizing (Cascio and Wynn, 2004, Mullaney, 
1989 and Tourish et al., 2004). Preliminary evidence does sup-
port hypothesizing a positive link between a leader’s level of 
transparency and trust. Specifically, in an experimental study 
where Vogelgesang (2007) examined the effects of violat-
ing a psychological contract with followers, it was found that 
leaders who were initially more transparent with their fol-
lowers maintained higher levels of trust following the con-
tract violation.

Leadership in the form of displaying higher levels of commu-
nication transparency is proposed to be related to trust and leader 
effectiveness during a downsizing event in two specific ways. 
First, such leaders have been defined as being aware of and act-
ing in accordance with high moral and ethical values, while dis-
playing specific behaviors and actions that are consistent with 
those high moral standards (Avolio and Luthans, 2006, Gardner 
et al., 2005, Kernis, 2003 and Luthans and Avolio, 2003). This 
consistency relative to behaviors and values is expected to posi-
tively relate to the leader being seen as more trustworthy (Mayer 
and Gavin, 2005 and Mayer et al., 1995). Furthermore, lead-
ers who are open and who self-disclose are expected to instill 
higher levels of trust in their followers based on prior theory and 
research (Gardner et al., 2005, Hughes, 2005, Korsgaard et al., 
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2002, Mayer and Gavin, 2005 and Rogers, 1987), particularly 
when dealing with difficult and challenging situations (Avolio 
& Luthans, 2006) such as would be found in an organizational 
downsizing.

Second, prior downsizing literature has stressed the impor-
tance of open and honest communication for subsequent ef-
fectiveness of those leaders going through these events (Ap-
pelbaum et al., 1999, Cascio and Wynn, 2004, DeMeuse et al., 
1994, Mullaney, 1989 and Tourish et al., 2004). Based on reviews 
of past cases and research (Appelbaum et al., 1999 and Cascio 
and Wynn, 2004), it has been shown that organizations who kept 
employees well informed through an organizational downsizing 
event were rated as being much more effective by the survivors, 
or those who remained with their respective organizations (Mul-
laney, 1989 and Tourish et al., 2004). It would seem to follow 
that those leaders who communicate more transparently regard-
ing a downsizing event (the context for the current investigation), 
should be rated as more effective. Thus, the following study hy-
potheses were derived:

Hypothesis 2a. The leader’s exhibited communication trans-
parency has a positive relationship with the participant’s/fol-
lower’s perceived trust in that leader.

Hypothesis 2b. The leader’s exhibited communication trans-
parency has a positive relationship with the participant’s/fol-
lower’s evaluation of the effectiveness of that leader.

Finally, since communication openness has been tied to more 
positive performance evaluations of leaders after a downsiz-
ing (Mullaney, 1989 and Tourish et al., 2004), we expected that 
this relationship should hold true in this study’s context. Fur-
ther, since positive psychological capacities have been found 
to be positively related with performance in previous research 
(Luthans, Avolio, et al., 2007), we expected that leaders who 
are viewed as being higher in both positive psychological ca-
pacities and transparency (Condition 1 in this study), would be 
rated more favorably than leaders in any other condition. This 
leads to our final study hypothesis:

Hypothesis 3. Evaluation of the leader’s perceived effec-
tiveness will be higher when the leader exhibits both high 
levels of communication transparency and positive psycho-
logical capacities than when the leader is rated higher in one 
but not the other.

3. Method

The field experiment utilized a 2 × 2 between groups de-
sign resulting in the creation of four leadership scenario condi-
tions associated with a downsizing event: (1) a leader exhibiting 
high positive psychological capacity and high transparency; (2) 
a leader displaying low positive psychological capacity and high 
transparency; (3) a leader displaying high positive psychological 

capacity and low transparency; and (4) a leader indicating low 
positive psychological capacity and low transparency.

3.1. Study sample

Participants in the field experiment were working adults, with 
a large representation (37%) coming from the information tech-
nology (IT) field. Initial contacts from our research team and then 
their respective network of contacts were asked to participate in 
the proposed study via an email using a snowball sampling strat-
egy to recruit participants. Many of these contacts were either 
managers or business owners who also forwarded the email from 
the researcher to their organizations and outside contacts asking 
that they voluntarily participate in this field research project spon-
sored by the University. Included in the email was a hyper-link 
to a website where participants were first asked to consent and 
were assured confidentiality, and then they were presented with 
the randomly assigned experimental condition.

After examining all variables for outliers using the procedure 
outlined by Tukey and colleagues (Hoaglin, Mosteller, & Tukey, 
1983), and after examining responses for completeness, 304 par-
ticipants remained. These participants were 69% male and 31% 
female and 90% were based in the United States. Further, 89.5% 
identified themselves as White/Caucasian, 3.8% Hispanic/Latino, 
1.9% African American/Black, 2.3% Asian/Pacific Islander, .4% 
American Indian/Alaskan Native, .8% Eastern Indian and 1.5% 
identified themselves as “Other”. Participants had an average age 
of 47 years old and had an average of 26.31 years of work ex-
perience. Almost all (90%) had experienced an organizational 
downsizing event.

3.2. Pilot work

Several phases of pilot work preceded the final field experi-
mental study. First, scripts were developed to create each of the 
manipulations or conditions. This was accomplished through an 
iterative process with personnel that have been through at least 
one downsizing event. The content from this phase of the pilot 
work was utilized to create the following: (a) the target leader’s 
initial communication to the organization during his appointment 
as CEO, (b) BLOG entries designed to be from employees of the 
organization commenting on the leader, and (c) an email commu-
nication from the target leader regarding the current downsizing 
event. This input was used as the basis for creating the four ex-
perimental scenarios for each of the respective conditions.

In the next phase of the pilot work, the scripts created in step 
one were verified for content and face validity. Through a multi-
phased process, a group of 17 leadership researchers were first 
shown all four versions of the manipulation scripts that had been 
created in Phase 1. After incorporating feedback from this ex-
pert panel, a group of 103 upper level undergraduate manage-
ment students from a large Midwestern university were randomly 
presented all four versions of the manipulation scripts and were 
asked to describe the target leader in 2–3 words. Results indicated 
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support for the manipulation with approximately 80% of these 
participants “hitting” on the intended content. Examples of the 
specific scripts that resulted from this pilot testing that were uti-
lized for each of the three manipulations are provided in Fig. 1 
and are discussed in more detail below.

In the last phase of the pilot work, the functionality of the 
on-line data collection process was tested and verified. Another 
group of approximately 50 management students from a small 
western college went to the URL for the data collection site and 
went through the process to verify that the functionality worked. 
After the successful completion of this last phase of the pilot 
work, we proceeded to the experiment itself.

3.3. Procedures

After clicking on the link in the study solicitation e-mail, par-
ticipants were first given the purpose of the study and why they 
were being asked to participate. They were also given some back-
ground on the research institute conducting the field study in-
cluding its mission surrounding the study and practice of lead-
ership. Following this introduction, participants were asked to 
confirm their voluntary participation in the study by checking 
the informed consent form.

The participants were then given a brief description of the fic-
titious organization’s name, size, and industry sector. For all par-
ticipants, the target organization was described as being on the 

verge of undergoing a downsizing event. Participants were shown 
a generic news release announcing the prior appointment of the 
target CEO to the organization. This leader was depicted as a 
male since male CEO’s comprise over 98% of CEO’s of the For-
tune 500 companies and since the company described here was 
a high technology company and over 90% of the CEOs that run 
such companies in the United States are male (Kramer, 2006). 
The information given to all participants contained the leader’s 
name (Joe Miller), his tenure with the organization (since incep-
tion of the firm, 15 years ago), his current time in the role as CEO 
(4 years), and his former department and role (Director of De-
velopment). These descriptions were used to provide a common 
background on the organization and the leader that was consis-
tent across all four conditions to create procedural equivalence.

Next, participants were randomly assigned to one of the four 
experimental conditions involving the leader’s high and low pos-
itive psychological capacities and transparency, respectively. Par-
ticipants were shown the leader’s initial address to the organi-
zation from 4 years ago when the leader was appointed to the 
position of CEO with the four conditions being manipulated as 
part of the CEO’s address. For example, those assigned to the 
leader exhibiting high positive psychological capacity and high 
transparency were shown an initial communication from the 
leader that exuded higher levels of hope, optimism, resiliency 
and confidence, as well as a great deal of openness in terms of 
transparency.

Fig. 1. Script samples utilized for manipulations.
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The CEO’s speech was followed by all participants receiv-
ing a generic, unauthorized news story that was said to have run 
in the local newspaper. All were provided with the same infor-
mation aimed at providing an independent view of the challenge 
confronting the organization and to reinforce that layoffs were 
eminent. Following the presentation of the news story, partici-
pants were then shown web logs (BLOGS) that had been cre-
ated that were said to be from employees in the fictitious organi-
zation. Participants were told these BLOGS were in response to 
the story that appeared in the paper. The content of the BLOGS 
were specifically designed to reinforce the experimental condi-
tions whereby one employee referred to the leader’s level of opti-
mism, one referred to the leader’s level of resiliency, one referred 
to the leader’s level of hope, one spoke to the leader’s level of ef-
ficacy, and the last BLOG referred to the leader’s level of open-
ness or transparency. The content of these BLOGS differed de-
pending on the condition to which the participant was randomly 
assigned. For example, the BLOG for the high positive psycho-
logical capacity and high transparency condition described the 
leader’s high levels of confidence, hope, optimism, and resil-
iency, as well as his high degree of openness (i.e., transparency) 
that was specific to the news of the upcoming downsizing event 
that appeared in the paper.

Last, participants were shown an email communication from 
the leader that was intended to reinforce the specified condition 
concerning the degree of positive psychological capacity and 
level of transparency associated with the leader. For example, 
the leader in the high positive psychological capacity, high trans-
parency condition said in the email that he was clearly hopeful 
for the future of the organization, would be resilient in getting 
through this adversity, was confident in his plans, skills, and orga-
nizational resources to succeed in this given situation, while also 
displaying a high level of optimism regarding the future prospects 
for the organization.

In the high transparency condition, the leader in this email 
provided specific information surrounding the reasons for the 
downsizing in order to disclose additional information to the hy-
pothetical follower (i.e., the participant) as has been proposed in 
prior research (Appelbaum et al., 1999). All conditions had about 
the same length of message so as to minimize any perceived dif-
ferences based on the quantity of information given.

Following their review of all of the materials described above, 
participants were then asked to complete several on-line survey 
measures described below. Finally, after completing these sur-
veys, participants were asked if they would volunteer to enter 
into a BLOG their opinion of the leader they had read about and 
how he addressed the downsizing situation, as well as any sug-
gestions to improve his leadership.

Preliminary pilot tests with these materials using another small 
group of experienced employees in the IT industry indicated that 
the downsizing scenario was perceived as being very realistic. 
These pilot participants also felt that the descriptions of the leader 
were also realistic, and conveyed the leader profiles as intended 
with the manipulations.

3.4. Measures of the independent variables

3.4.1. Positive psychological capacity
As one of several manipulation checks, participants were 

asked to rate the level of positive psychological capacity exhib-
ited by the leader utilizing a 12 item version of the Psychologi-
cal Capital Questionnaire or PCQ (Luthans et al., 2007 and Lu-
thans et al., 2007). All items were rated on a 6-point Likert 
scale with the following anchors: 1 = Strongly disagree, 2 = dis-
agree, 3 = somewhat disagree, 4 = somewhat agree, 5 = agree, 
6 = strongly agree. A sample item from the three efficacy items 
is: “This leader is confident in representing his organization.” A 
sample item from the four hope items is: “This leader can think 
of many ways to reach his current work goals.” A sample item 
from the three resiliency items is: “This leader appears to take 
stressful things at work in stride.” Finally, a sample item from 
the two optimism items is: “This leader looks on the bright side 
of things regarding his job.” The overall reliability for this 12 
item PCQ was α = .93.

3.4.2. Transparency
Transparency was also measured as a manipulation check uti-

lizing five items from the authenticity scale developed and vali-
dated by Walumbwa et al. (2008). The transparency items were 
rated on a 5-point scale. An example item is: “This Leader: Says 
exactly what he/she means.” The reliability for this scale was 
α = .88.

3.5. Dependent variables

3.5.1. Trust
Though there are many trust scales found in the literature, 

Mayer and Gavin’s (2005) 5-item trust measure was determined 
to be most relevant for the current study because it focuses on 
assessing participants’ willingness to be vulnerable with their 
leader in a downsizing event where they would also be expected 
to feel more vulnerable. Participants were asked to respond to 
questions on the trust scale using 6 points with the following an-
chors: 1 = strongly disagree, 2 = disagree, 3 = somewhat disagree, 
4 = somewhat agree, 5 = agree, 6 = strongly agree. An example 
item is: “I would tell this leader about mistakes I’ve made on the 
job, even if they could damage my reputation.” The reliability of 
this scale was α = .82.

We also utilized Cummings and Bromiley’s (1996) 12-item 
organizational trust inventory (OTI) for post-hoc analyses ex-
amining cognitive versus affective trust. Participants were 
asked to respond to questions on this trust scale using 6 points 
with the following anchors: 1 = strongly disagree, 2 = dis-
agree, 3 = somewhat disagree, 4 = somewhat agree, 5 = agree, 
6 = strongly agree. An example item for affective trust is: “I feel 
that the leader will keep his word” and an example item for cog-
nitive trust is “I think that the leader tells the truth.” The over-
all 12-item scale had a reliability of α = .93, the 6-item affec-
tive component scale had a reliability of α = .82 and the 6-item 
cognitive component had a reliability of α = .88.
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We examined the relationship between the two trust measures 
utilized in our analyses described below (the OTI and Mayer & 
Gavin’s, 2005 scale). The overall 12-item OTI was correlated at 
.77 (p < .01) with Mayer and Gavin’s 5-item trust scale. Mayer 
& Gavin’s 5-item trust scale was correlated .74 (p < .01) with the 
6-item affective component scale of the OTI and .75 (p < .01) 
with the 6-item cognitive component scale of the OTI. Thus, both 
the affective and cognitive components seem to be represented in 
Mayer and Gavin’s (2005) primary trust measure.

3.5.2. Leader perceived effectiveness
Relevant to the context of this study, participants were first 

asked to judge how competently the leader handled the down-
sizing situation with which he was faced using four items to 
evaluate the leader’s effectiveness. Since we did not find any 
pre-existing scales that had evaluated a leader’s performance in 
addressing downsizing events, and given the evaluative crite-
ria suggested in prior downsizing literature as discussed below, 
the four items were constructed specifically for the current study 
given the uniqueness of the event in which the leader was being 
judged in terms of his performance.

First, since past literature has related communication effec-
tiveness to successfully managing a downsizing event (Cascio 
and Wynn, 2004 and Tourish et al., 2004), the first item that was 
used to measure the leader was how effectively the leader com-
municated with his constituents. Next, participants evaluated 
whether the leader showed sensitivity to followers’ needs, which 
has been tied to more effective downsizing events (Tourish et al., 
2004). Specifically, participants were asked to judge the extent 
to which the leader appeared to understand what followers were 
going through and how he translated that understanding into fair 
treatment of employees.

Third, participants were asked to assess whether the leader 
addressed the important issues in the downsizing event. Prior re-
search has reported (e.g., Appelbaum et al., 1999) that not only 
the amount of information was important, but the type of infor-
mation was equally as important to the perceived effectiveness 
of leaders during downsizing events. Thus, we felt it was impor-
tant to ask about the type of information provided.

Finally, participants were asked whether they would recom-
mend the leader to a friend or close colleague. In other words, 
given the other related questions (i.e., if the leader was compe-
tent, sensitive to followers’ needs, and provided important in-
formation), would participants recommend this leader to other 
colleagues. This was meant to examine whether participants 
would actually extend their commitment to the leader in a more 
tangible manner such as recommending them to a friend or col-
league where their reputation might be affected, which we as-
sumed would also be relevant to evaluating the leader’s per-
ceived effectiveness.

These four leader effectiveness items were then com-
bined into a scale designed to measure overall leader effec-
tiveness in the context of the study. All four items were rated 
on a 6-point scale with the following anchors: 1 = strongly 

disagree, 2 = disagree, 3 = somewhat disagree, 4 = somewhat 
agree, 5 = agree, 6 = strongly agree. The reliability of this 
4-item measure was α = .92.

3.6. Open-ended, qualitative questions

After completing all of the above survey scales, participants 
were then asked to provide an entry that described in their own 
words their reactions to the leader. More specifically, participants 
were asked the following: “We would appreciate your now en-
tering an anonymous blog entry to give feedback to the leader in 
the space provided. Please provide any specific feedback on how 
you felt the leader handled the situation and importantly how he 
can improve.” The intent of this open-ended question was to ex-
amine the participant’s willingness to take the time to comment 
on the respective leaders and show their support for the leader as 
well as to provide qualitative data that could provide additional 
insights into how they perceived and reacted to the leader. Fur-
ther, participants were asked to “Please list 2–3 attributes that 
come to mind that characterize this leader” in order to provide a 
manipulation check on the transparency condition in order to fur-
ther validate results obtained in this study.

3.7. Control variables

Given the nature of this study, we gathered data on various 
control variables from participants. First, we asked whether par-
ticipants had previously been through a downsizing event to as-
sess possible differences between those who had and had not been 
through a downsizing. To gather this data, participants were sim-
ply asked to respond “yes” if they had been through a downsizing 
and “no” if they had not. We also collected control data on par-
ticipants’ propensity to trust others using Jarvenpaa, Knoll and 
Leidner’s (1998) 7-item propensity to trust measure. All items 
were rated on a 6-point agreement scale using the same anchors 
as describe above. A sample item is: “One should be very cau-
tious when working with leaders” (reverse-coded). The reliabil-
ity of this scale was α = .83. Additionally, we controlled for the 
effects of demographic variables including age and gender, job 
type, job level, years of work experience, and whether the par-
ticipant was U.S.-based.

4. Results

Before analyzing the results obtained, in addition to the data 
cleaning previously mentioned, we assessed the normality of the 
data as well as whether the homogeneity of variance assumption 
was met. Normality was assessed by examining skewness and 
kurtosis values for each variable included in the study. Without 
exception, all study variables were found to be well within ac-
ceptable values between + 1 and -1 for both skewness and kurto-
sis. Next, since the homogeneity of variance assumption is criti-
cal for experimental designs, the data were examined for possible 
violation of the homogeneity of variance assumption. Both the 
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Box’s M and Levene’s homogeneity of variance tests were non-
significant for each analysis, indicating that this assumption was 
met.

4.1. Manipulation checks

Before testing the study’s hypotheses, we determined whether 
the manipulations had their intended effect. First, we manually 
went through each qualitative response that asked participants to 
openly describe what 2–3 attributes came to mind for the leader 
they were exposed to in each of the respective experimental sce-
narios. We counted each time that at least one of the 2–3 words 
matched the intended manipulation. This analysis indicated 77% 
of the participants properly identified at least one of the manip-
ulated qualities for each condition. This was consistent with the 
approximately 80% hit rate from our pilot studies.

Next, to more stringently test the manipulation checks, a series 
of multivariate analyses of variance (MANOVA) were conducted 
for the overall model with both dependent variables entered at 
once with the four conditions as fixed (independent) factors (i.e., 
cell 1, cell 2, cell 3, cell 4). First, we found that there were sig-
nificant mean differences resulting from the MANOVA for the 
full model test (Wilks’ lambda = .54, F(6, 502) = 29.73, p < .001, 
partial η2 = .26). A MANOVA was then conducted to examine the 
main effects for both independent variables with both dependent 
variables described above entered. Results indicated a significant 
main effect for the leadership manipulations with a Wilks’ lambda 
of .65, F(2, 251) = 68.32, p < .001, partial η2 = .35. The interac-
tion effect was not significant, F(2, 251) = .42, p = .66, partial 
η2 = .00. Therefore, the main effects were interpreted for both 
leader conditions with follow-up univariate analyses.

With positive psychological capacity as the dependent variable 
in the univariate analysis, we found significant main effects for 
leader positivity (F(1, 252) = 128.60, p < .001, partial η2 = .34). 
There were also main effects for the transparency manipulations 
( F(1, 252) = 41.90, p < .001, partial η2 = .14) when we exam-
ined transparency as the dependent variable.

Taken together, our results appear to support that our manip-
ulations did produce the desired effects. Specifically, the mean 
ratings of positive psychological capital and transparency respec-
tively were significantly higher in the conditions where we ex-
pected them to be higher based on the participants’ ratings.

Finally, we examined whether the order in which the survey 
questions were presented to participants affected their responses. 
In order to minimize ordering effects, within each condition sub-
jects were randomly assigned to one of two sub-conditions which 
differed from each other by the order in which questions were 
presented to participants with most questions given in reverse 
order within each sub-condition. Without exception, MANOVA 
tests showed no differences in the pattern of responses received 
between any of the sub-conditions. Therefore, the possibility of 
ordering effects appears to have been minimized.

4.2. Testing of hypotheses

Since the two dependent variables (participants’ trust in the 
leader and overall effectiveness rating of the leader) were highly 
correlated in the current study (r = .78, p = .001), a 2 (high leader 
transparency/low leader transparency) × 2 (high leader positive 
psychological capacity/low leader positive psychological capac-
ity) MANOVA was conducted to test the overall main effects of 
leader positivity, leader transparency, and the possible interac-
tion between these variables. Dependent on whether main or in-
teraction effects were discovered, these analyses were followed 
by various univariate ANOVA’s to explore any possible simple, 
main, or interactive effects.

First, for the overall model test with both ratings of trust in 
the leader and overall leader effectiveness entered simultaneously 
as the dependent variables and with the four conditions entered 
as the independent variables, there was a significant effect for 
the full model with a Wilks’ lambda of .54 (F(6, 502) = 29.73, 
p < .001, partial η2 = .26). These results indicate that there were 
mean differences across all four conditions relative to the two 
dependent variables.

Next, to examine main effects, with both ratings of trust in 
the leader and his overall effectiveness entered simultaneously 
as dependent variables, and the two main effects entered as the 
independent variables, a MANOVA yielded a statistically sig-
nificant main effect for both leader positive psychological ca-
pacity (Wilks’ lambda = .79, F(2, 263) = 35.28, p < .001, par-
tial η2 = .21) and leader transparency (Wilks’ lambda = .92, F(2, 
263) = 10.76, p < .001, partial η2 = .07). The interaction effect 
was not significant (F(2, 263) = .88, p = .42, partial η2 = .01), 
therefore, the main effects were interpreted for both leader pos-
itivity and transparency.

Univariate analyses (ANOVA) were then conducted for the 
positive psychological capacity conditions in order to examine 
simple effects, which yielded a significant effect for both ratings 
of trust in the leader (F(1, 264) = 48.23, p < .001, partial η2 = .15) 
and the leader’s effectiveness (F(1, 264) = 68.88, p < .001, par-
tial η2 = .21). Univariate analyses (ANOVA) were also con-
ducted with the transparency conditions, which also yielded a 
significant effect for both trust in the leader (F(1, 264) = 11.77, 
p < .01, partial η2 = .04) and the leader’s effectiveness rating (F(1, 
264) = 21.59, p < .001, partial η2 = .08). Given that leader pos-
itive psychological capacities and leader transparency main ef-
fects were both significant, we next examined the results of test-
ing for simple effects for each manipulated variable. These results 
are shown in Table 1.

Overall, the positive leader main effects were significant and 
descriptive across both high and low transparency conditions with 
both dependent variables of trust and leader effectiveness. Specif-
ically, not only were all main effects highly significant (p < .001), 
but there were also cell differences within both the high trans-
parency (p < .001) and the low transparency (p < .001) condi-
tions between high and low leader positivity for both dependent 
variables of trust in the leader and ratings of overall leader ef-
fectiveness. Thus, the significant main effects were reproduced 
across all conditions.



358  Norman,  Avolio ,  &  Luthans  in  The Leadership  Quarterly  21  (2010) 

The transparency main effects were significant, but not 
descriptive with trust in the leader as the dependent vari-
able. Though the main effect for transparency was significant 
(p < .001), this can be misleading when examining the level of 
trust in the leader since the difference between the high and low 
transparency cells were not significantly different from each other 
in the high leader positivity condition (p = .16). Transparency 
main effects were both significant and descriptive within both 
high and low leader positivity condition when the rating of the 
leader’s effectiveness was the dependent variable.

To add further rigor to our hypotheses testing, a series of 
MANCOVA’s were conducted to determine if the hypothe-
sized control variables such as whether the participant had been 
through a downsizing event before, participant gender, age, and 
propensity to trust, as well as some ad-hoc control variables in-
cluding participant’s overall years of work experience, whether 
the participant was based in the U.S., and the participant’s job 
type level. Without exception, none of the control variables had 
a significant effect on the results obtained in the above analyses, 
thus increasing confidence in the results obtained.

To summarize the results of our hypotheses tests, we found 
full support for Hypothesis 1a and Hypothesis 1b. Overall, the 
positive psychological capacity effects were significant for both 
the high and the low transparency conditions with both trust in 
the leader and leader effectiveness. Not only were all main ef-
fects highly significant (all at p < .001), but there were also cell 
differences (i.e., simple effects) within both the high transpar-
ency (p < .001) and the low transparency (p < .001) conditions 
between high and low positive psychological capacity for both 
dependent variables.

Next, we found support for both Hypothesis 2a and Hypoth-
esis 2b. The main effects for transparency for both trust in the 
leader (Hypothesis 2a) and ratings of leader effectiveness (Hy-
pothesis 2b) were significant. The transparency main effects were 
significant (p < .001) in the full model test for both dependent 
variables. However, as previously discussed, it should be noted 
that the results for Hypothesis 2a should be interpreted with cau-
tion since the differences for trust in the leader comparing the 
high and low transparency cells were not significantly different 

from each other within the high positive psychological capacity 
condition. Although the main effects were significant for trans-
parency, and the simple effects were significant for the low posi-
tive psychological capacity condition, the simple effects were not 
significant for the high positive psychological capacity condition.

Regarding Hypothesis 2b, transparency main effects were sig-
nificant within both high and low positive psychological capac-
ity conditions with the ratings of leader effectiveness. Therefore, 
both main effects and simple effects were significant for transpar-
ency with leader effectiveness rating as the dependent variable, 
thus supporting Hypothesis 2b.

Finally, support was found for Hypothesis 3. The cell with 
the leader who was high in both positive psychological capac-
ity and transparency (Cell 1) had higher leader effectiveness rat-
ings than any other cell.

4.3. Qualitative analysis of BLOG entries

Qualitative analyses were also conducted on the open-ended 
question that participants responded to through the BLOG entry. As 
previously indicated, at the end of the survey questions, participants 
were asked to volunteer a BLOG entry about the leader in the pre-
sented scenario. These qualitative data were first analyzed using an 
open coding process (Strauss & Corbin, 1998) to determine catego-
ries that could then be used for subsequent analyses such as deter-
mining positive versus negative comments. The data was then ana-
lyzed for volume by calculating the simple number and percentage 
of participants that entered information in this space for each of the 
four conditions to see if there were differences across cells.

Next, the data were analyzed to see whether the comments 
were positive, negative or neutral. The total number of partici-
pants entering responses that were clearly either positive (e.g., 
“The leader did a great job of explaining the current fiscal crisis 
at the company and how many options had been reviewed. He ex-
plained well that every ‘headcount reduction’ was losing a valu-
able person.”) or negative (e.g., “This leader clearly will not be 
upfront or direct about anything in the works. There are no defi-
nite details or positives, just vague notions of ‘maybes’ and ‘pos-
sibilities’.”) were totaled per cell. Responses that were considered 

Table 1. ANOVA means, standard deviations, and F values for the leader positivity and transparency conditions.

Dependent 	                                Transparency 	                          Positivity	   	 F value
variables and
conditions	 High	 Low	 High	 Low	

High transparency					   
   Trust in the leader			   3.78 (.86)	 3.21 (.80)	 F(1, 135) = 16.06, p < .001
   Leader effectiveness			   4.17 (1.04)	 3.29 (1.00)	 F(1, 135) = 25.64, p < .001
Low transparency					   
   Trust in the leader			   3.57 (.90)	 2.70 (.85)	 F(1, 140) = 34.56, p < .001
   Leader effectiveness			   3.71 (1.09)	 2.56 (1.08)	 F(1, 145) = 41.40, p < .001
High positivity					   
   Trust in the leader	 3.78 (.86)	 3.57 (.90)			   F(1, 136) = 1.96, p = .16
   Leader effectiveness	 4.17 (1.04)	 3.71 (1.09)			   F(1, 139) = 6.44, p = .01
Low positivity					   
   Trust in the leader	 3.21 (.80)	 2.70 (.85)			   F(1, 139) = 13.02, p < .001
   Leader effectiveness	 3.29 (1.00)	 2.56 (1.08)			   F(1, 143) = 17.62, p < .001
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neutral (e.g., “What time frame will we be let go in?”) or that of-
fered both support and criticism were omitted since they did not 
represent either a positive or negative feeling towards the leader.

As shown in Table 2, several patterns emerged from this qualita-
tive data. First, as suggested by Strauss and Corbin (1998), inductive 
logic was utilized in order to determine categories of information. 
The data from the BLOG entries were coded line by line in order to 
see what patterns emerged both within and between the cells/con-
ditions. The qualitative analysis software program Atlas/Ti was uti-
lized in order to help capture the data and determine emergent cate-
gories. An independent investigator who had prior experience with 
qualitative methods conducted these analyses. This independent in-
vestigator did not have details as to which variables were being ex-
amined and what the qualitative data should include.

During the initial open coding process, data were examined 
line-by-line for similarities and differences. Overall, lack of trans-
parency seemed to elicit higher negative reactions in this context. 
A matrix of impressions of the data was first created, which re-
sulted in a broad array of descriptors for the comments. This re-
sulted in 102 different dimensions for Cell 1 (high transparency/
high positive psychological capacity), 76 for Cell 2 (high transpar-
ency/low positive psychological capacity), 53 for Cell 3 (low trans-
parency/high positive psychological capacity), and 107 for Cell 4 
(low transparency/low positive psychological capacity). Follow-
ing Strauss and Corbin (1998), these comments were then orga-
nized across common dimensions to create the coding categories.

This qualitative analysis supported all of the experimental ma-
nipulations. Specifically, participants in the low transparency con-
ditions commented on the need for open communication, while 
participants in the low positive psychological capacity conditions 
commented on the need for a more hopeful, confident, resilient, 
and optimistic leader. Participants in the low/low condition crit-
icized the lack of openness by the leader as well as the lack of 
the leader’s positivity (i.e., hope, confidence, optimism, and re-
silience) in their evaluations of both the leader’s overall effec-
tiveness and participants’ trust in the leader.

Finally, the qualitative data were analyzed for overall volume 
of responses with the results shown in Table 2. Cell 1 presenting 
the high transparency/high positive psychological capacity leader 
did produce the most participants with BLOG entries as hypothe-
sized. In addition, the positive comments received were also sup-
portive of the manipulated dimensions. As expected, BLOG en-
tries in Cell 1 where the leader was presented as exhibiting high 
transparency/high positive psychological capacity had more total 
entries and also entries that were more positive and less negative 

than in any other cell. In addition, entries in Cell 4 (low trans-
parency/low positive psychological capacity) were far more neg-
ative than in any other cell, though the condition with the high 
transparency/low positive psychological capacity also produced 
a high percentage of negative comments. Further, the low trans-
parency conditions produced the most negative, fewest positive, 
and fewest neutral responses than did the other cells.

4.4. Affective versus cognitive trust

In addition to the quantitative and qualitative analyses con-
ducted above, we did conduct post-hoc analyses aimed at explor-
ing whether there were differences in any of the results specific 
to both affective and cognitive aspects of trust. First, data were 
analyzed to examine potential differences between cognitive and 
affective trust in the leader as dependent variables using both the 
leader’s positivity and degree of transparency as the independent 
variables. We conducted the same initial MANOVA analyses as 
described above, but in these analyses we used affective and cog-
nitive trust in the leader as dependent variables. To examine these 
differences, the previously discussed Organizational Trust Inven-
tory (OTI; Cummings & Bromiley, 1996) was utilized.

First, a MANOVA was conducted to determine overall model 
effects. With both affective trust in the leader and cognitive trust 
in the leader entered simultaneously as the dependent variables 
and with the four main conditions entered as the independent 
variables, there was a significant effect across the full model 
with a Wilks’ lambda of .85 (F(6, 530) = 7.44, p < .001, par-
tial η2 = .08). Therefore, there were significant mean differences 
across all four conditions to explore further.

With both affective trust in the leader and cognitive trust in the 
leader entered simultaneously as the dependent variables, and the 
two main effects for leader positivity and transparency entered 
as the independent variables, a MANOVA yielded a statistically 
significant main effect for positivity and transparency (Wilks’ 
lambda = .91, F(2, 265) = 13.85, p < .001, partial η2 = .10). Sim-
ilar to our earlier findings, the interaction effect was not signif-
icant (F(2, 265) = .13, p = .89, partial η2 = .00). Therefore, the 
main effects were interpreted separately for both leader positiv-
ity and transparency.

We conducted univariate analyses (ANOVA) including only 
the leader positivity conditions. This yielded a significant ef-
fect for both affective trust in the leader (F(1, 266) = 22.59, 
p < .001, partial η2 = .08) and for cognitive trust in the leader 
(F(1, 266) = 27.78, p < .001, partial η2 = .10).

Table 2. Condition comparisons from qualitative analysis.

Condition	 # of BLOG entries/ total 	 % Positive	 % Negative	 % Neutral	 Ratio of good  
	 subjects in condition (%)	 entries	 entries	 entries	 comments to bad

High transparency/high positivity	 48/72 (67%)	 27	 15	 58	 2:1
High transparency/low positivity	 44/74 (59%)	 9	 86	 5	 1:9.5
Low transparency/high positivity	 41/78 (53%)	 17	 59	 24	 1:3.5
Low transparency/low positivity	 46/80 (58%)	 4	 93	 3	 1:22x
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Univariate analyses (ANOVA) were then conducted including 
the transparency conditions. This yielded a significant effect for 
both affective trust in the leader (F(1, 266) = 17.33, p < .001, par-
tial η2 = .06) and cognitive trust in the leader (F(1, 266) = 12.39, 
p < .01, partial η2 = .05).

In summary, though we found many similarities with past re-
sults, there were also some interesting differences that were gen-
erated by our analyses. First, there were significant main effects 
for leader positivity with both affective and cognitive trust as the 
dependent variables. Moreover, this pattern was descriptive since 
the patterns held for both the high and the low transparency con-
ditions. These findings were consistent with prior results. How-
ever, one difference in comparison to the results reported above 
using Mayer and Gavin’s (2005) measure was that in the current 
analysis both affective and cognitive trust produced significant 
overall and simple effects for the respective transparency condi-
tions. That is, the significant pattern of relationships held across 
the high and low leader positivity conditions for both measures 
of trust, whereas these relationships were not significant across 
both leader positivity conditions when examining trust using the 
Mayer and Gavin (2005) scale. In addition, there were differences 
in effects between the leader positivity and transparency condi-
tions for both affective and cognitive trust. More specifically, 
leader positivity appeared to induce higher levels of cognitive 
trust (F = 27.78) as compared with affective trust (F = 22.59), 
whereas transparency induced higher levels of affective trust 
(F = 17.33) as compared to cognitive trust (F = 12.39).

5. Discussion

The main purpose of this study was to examine how leader 
positivity and transparency impacted participants’ level of trust 
in the leader and the leader’s perceived effectiveness. Our results 
support that both the level of transparency exhibited by the leader 
and the leader’s level of positive psychological capacity each pos-
itively impacted both participants’ rated trust and perceived ef-
fectiveness of their leaders. All study hypotheses were supported 
with leaders that were represented as being higher in both posi-
tive psychological capacity and transparency being rated as more 
effective than leaders in any other condition.

The between-groups experimental design set up initial 
equivalence across study participants based on random as-
signment to the experimental conditions. In addition, there was 
ongoing (procedural) equivalence across participants and treat-
ments in that all four conditions were administered in parallel 
using the same procedures. All of the background information 
and context given to study participants was the same for all 
conditions. Analyses indicated that the manipulations had the 
intended impact, and none of the control variables impacted 
the pattern of results. For example, trust has been said to con-
sist of two factors: one’s propensity to trust and one’s expecta-
tions about a trustee’s future behavior (Mayer et al., 1995). By 
controlling for the participants’ propensity to trust, this adds 
further support that the effects observed in the current study 
were a result of participant evaluations of the respective lead-
ers presented in this study. In total, the study results contribute 

evidence regarding the important role that expressed positive 
psychological capacity and transparency plays in the trust and 
effectiveness attributed to leaders attempting to deal with a 
challenging event such as organizational downsizing.

5.1. Study limitations

Though the study design offers benefits to the research pro-
cess used and more confidence in the findings, there are also 
some potential limitations. First, participants were not actual fol-
lowers of the leader and were asked to judge the leader on the 
relatively limited amount of information provided in the study. 
Consequently, the trust participants rated across the different 
leadership scenarios may be based on first impression or consid-
ered a type of ‘swift trust” (Meyerson, Weick, & Kramer, 1996). 
Thus, the current findings may not generalize to more typical sit-
uations where followers have more interaction time and history 
with the leader.

Another limitation associated with the participants not being 
the actual followers of the leader is that there were no real con-
sequences of the leader’s actions. However, it should be noted 
that participants were willing to voluntarily enter more BLOG 
entries, as well as a significantly larger amount of support for the 
high positive psychological capacity and more transparent leader, 
when given the voluntary opportunity to do so in the current ex-
periment. Therefore, perhaps this limitation is minimized.

Another possible limitation with the current study concerned 
the high correlation between both dependent measures (r = .78, 
p < .001). In order to examine the overlap between the two vari-
ables, we conducted an exploratory principal component factor 
analysis (PCA) simultaneously entering all five trust and the four 
leadership effectiveness questions. This analysis appeared to pro-
duce one factor with an eigen value of 5.47 versus the next factor, 
which had an eigen value of .84. Thus, there seems to be some 
factor overlap which should be recognized.

The single factor may be due in part to the overlap in the con-
structs measured by these scales, as well as to the reliance on a 
single source, common method and data, which was collected at 
the same time from participants. Consequently, even though we 
did find some differences when using trust and effectiveness as 
our dependent variables, these findings should be interpreted with 
some caution given the post hoc results presented above. Future 
research may want to separate these two measures over time to 
determine whether the observed relationship between ratings of 
trust in the leader and effectiveness can be lowered.

Although more and more interactions between leaders and 
followers are occurring virtually (Rousseau & McCarthy, 2007), 
another possible limitation to the generalizability of our findings 
to face to face interactions is that this experiment was conducted 
on line. Perhaps participant responses would have been differ-
ent if this study was conducted face to face either in a laboratory 
or field setting where participants had an opportunity to interact 
with the leader. For example, variables that may affect percep-
tions of the leader, such as non-verbal behavior, were excluded 
from this study’s depictions of the leader.

Another possible limitation to the current study involves 
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potential demand effects that could have biased our results. For 
example, it is certainly possible that the pattern of results ob-
tained in this study were at least partially influenced by partici-
pants’ perception of the intention of this experimental exercise. 
However, in order to prepare participants for the study and to at-
tempt to minimize such effects, we did provide information to 
each participant to explain the primary purpose of the study and 
to solicit their honest reactions given they would remain anony-
mous and confidential. Nevertheless, we cannot rule out that de-
mand effects were not present and impacted the pattern of results 
obtained in the current study.

A final limitation was in the use of a snowball sampling 
method. In other words, by utilizing direct and indirect contacts 
in the manner that we did, and due to the large number of partic-
ipants from the information technology field, it is possible that 
non-response bias was introduced and we recognize this limita-
tion. However, we tested the representativeness of this sample 
through various methods mentioned previously and results gen-
erally supported the representativeness of the desired sample. 
Further, the use of the snowball sampling method has been sup-
ported as an appropriate and valid sampling method in past stud-
ies (Liu et al., 2004 and Treadway et al., 2005). Therefore, though 
the limitation of this sampling technique is recognized, we hope 
to have minimized any possible adverse impact on this study.

5.2. Theoretical implications and future research

This study provides several significant implications for future 
theory building and research. First, the study extends theory rel-
ative to trust by examining it as an outcome of variables not pre-
viously studied. In particular, positivity as identified and mea-
sured by hope, efficacy, optimism, and resilience (Luthans et al., 
2007 and Luthans et al., 2007) has not been tested as causal vari-
ables impacting the trust one has in a leader.

Also, this study adds to other literature on trust by examin-
ing both cognitive and affective trust (Colquitt et al., 2007, Cum-
mings and Bromiley, 1996, Lewis and Weigert, 1985 and McAl-
lister, 1995). In terms of examining cognitive versus affective 
trust, we did find in post-hoc analyses conducted using Cum-
mings and Bromiley’s (1996) organizational trust inventory, that 
there were some interesting differences across the various leader-
ship conditions. It appeared based on results obtained, that cogni-
tive trust was more directly associated with the leader’s level of 
positive psychological capacity and affective trust was more di-
rectly related with the leader’s level of transparency.

Given the differences between affective and cognitive trust that 
we found, it is possible that the causal mechanism impacting each 
form of trust may be different. For example, affective trust may be 
more influenced by one’s emotions, which has been suggested to 
be instrumental in experiencing deeper levels of trust (Flores and 
Solomon, 1998 and Jones and George, 1998). It is also possible 
that the differences reported here between the effects of leader pos-
itivity and transparency with trust might be due in part to highly 
positive and transparent leaders being viewed as more believable. 
These results offer some preliminary support for there being dif-
ferences between cognitive and affective trust in terms of how 

individuals are judged by others (Colquitt et al., 2007 and Mayer 
et al., 1995). Future research might explore how the positive and 
authentic qualities of leaders may manifest in both the cognitive 
and affective trust levels leaders receive from followers.

In addition to extending trust research, the current study also 
has implications for both the recently emerging work on posi-
tive psychological capacities (Luthans et al., 2007 and Luthans 
et al., 2007) and authentic leadership (Avolio and Gardner, 2005, 
Avolio and Luthans, 2006, Avolio et al., 2004 and Luthans and 
Avolio, 2003). By examining leader positive psychological ca-
pacity with new outcomes such as trust and leadership effective-
ness, the current study expands the nomological network of con-
structs previously reported. For example, even though a leader’s 
positive psychological capacities have been shown to be related 
to employee performance and satisfaction (Luthans, Avolio, et 
al., 2007), they have not been directly linked with an individu-
al’s trust in their leader nor the leader’s perceived effectiveness.

As for authentic leadership, leader authenticity and commu-
nication transparency has been theoretically linked with follower 
trust (Gardner et al., 2005, Hughes, 2005, Korsgaard et al., 2002, 
Mayer and Gavin, 2005 and Rogers, 1987), but there is still lim-
ited empirical support for this relationship (Vogelgesang & Cross-
ley, 2006). This study found that leaders who gave participants 
more information (that is, they disclosed more, or were more 
transparent in their communications) appeared to instill higher 
levels of trust in participants/followers who were asked to judge 
the leader’s actions. Thus, these findings confirm theoretical prop-
ositions from past research regarding the disclosure of informa-
tion to others and the level of trust that develops. More specif-
ically, the current study empirically confirms prior theorizing 
relative to the benefits of exhibiting transparency in terms of au-
thentic leadership (e.g., Gardner et al., 2005) by examining how 
transparency relates to trust during an organizational downsiz-
ing event. Further, it is interesting that positivity seemed to lead 
to higher levels of trust than transparency based on overall effect 
sizes. These results should be explored in further research in an 
attempt to parse out the independent effects of each construct. It 
is possible that the degree of leader positivity makes leaders more 
believable to followers, but this cannot be determined with cer-
tainty in the current study.

Still another avenue for future research is the need to deter-
mine whether a leader’s positive psychological capacity and 
transparency lead directly to follower trust, or whether they lead 
to indirect trust mechanisms that lead to trust (i.e., trustworthi-
ness). It is possible that the levels of trust followers felt toward 
the leaders depicted in this study were influenced by trustworthi-
ness factors such as competence (Mayer et al., 1995). Given the 
current distinction in the trust literature specific to trust versus 
trust mechanisms or trustworthiness (e.g., Colquitt et al., 2007), 
there are potential implications for the relationship found in this 
study between both positive leader psychological capacities and 
transparency relative to trust that should be further explored.

In addition, it would be interesting to conduct a labora-
tory study in order to attempt to replicate the results obtained 
here. Such a study would strengthen the results obtained here 
by attempting to replicate the findings in a different and more 
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controlled setting where relationships and individual impact of 
each factor can be further explored. It is through conducting such 
research that these results can be validated and the boundaries of 
related theoretical models can be explored.

Another potential area for future research is to examine the 
links between leader positivity, transparency, interactional and 
procedural justice. The interactional justice literature is closely 
aligned with the type of work reported here that relates to leader-
ship issues (e.g., see van Knippenberg, De Cremer, & van Knip-
penberg, 2007). Also, there is both theoretical and empirical sup-
port linking interactional justice with levels of trust in the leader 
(Leung et al., 2001, Ramaswami and Singh, 2003 and Stinglham-
ber et al., 2006) as well as with both satisfaction with the leader 
and openness to negative feedback (Leung et al., 2001).

Procedural justice has also been related to the level of trust 
one has in leaders (Folger and Konovsky, 1989 and Ramaswami 
and Singh, 2003). It has also been suggested as a key determinant 
in evaluating overall leadership effectiveness (van Knippenberg 
et al., 2007) as well as impacts on follower self-esteem and posi-
tivity (De Cremer, van Knippenberg, van Knippenberg, Mullen-
ders, & Stinglhamber, 2005). We would expect both interactional 
and procedural justice to be highly relevant to how participants 
react to a leader’s actions during a downsizing event. Indeed, the 
transparency construct is certainly similar to these justice vari-
ables in that they too promote follower input into decision-mak-
ing, while informing them of decision procedures. It is therefore 
possible that participants in the current study were judging the 
leader in part based on how they viewed their use of interactional 
and procedural justice, which we were not able to measure in the 
present study. Clearly, future research needs to examine the com-
bined effects of transparency, positivity and justice when leaders 
are dealing with adverse situations such as downsizing.

Finally, by empirically linking transparency with trust, prior 
research indicating that individuals trust leaders who are more 
transparent and open about their decision-making process was 
supported (Baum, Locke, & Kirkpatrick, 1998). Further support 
can be leveraged from the downsizing literature where communi-
cation transparency has been linked with firms being able to bet-
ter manage the downsizing process and at the same time maintain 
more favorable reputations (Kammeyer-Mueller & Liao, 2006). 
Thus, the positive impact of transparency of leaders in such con-
texts was supported in the current study.

5.3. Practical implications and conclusion
Results of this study have several practical implications. First, 

the findings offer practical guidelines for how leaders should ap-
proach organizational downsizing. Although the importance of 
open and honest communication by an organization’s leader-
ship for those organizations going through downsizing events 
is widely advocated (Appelbaum et al., 1999, Cascio and Wynn, 
2004, DeMeuse et al., 1994, Mullaney, 1989 and Tourish et al., 
2004), empirical support has been sparse. Therefore, by providing 
empirical evidence for the relationship between leader transpar-
ency and followers’ trust in that leader, the importance of leaders 
being very transparent and open before and during downsizing 
activities is underscored.

Additionally, the importance of transparency in business trans-
actions has been underscored with the passage of the Sarbanes–
Oxley bill of 2002. Sarbanes–Oxley places requirements for 
increased disclosure by an organization’s leadership, thus encour-
aging greater transparency. By showing in this study that leader 
transparency was strongly related with participant trust in the 
leader, there are potential benefits in meeting the spirit (as well as 
the letter) of the law by increasing the transparency level exhib-
ited by leaders, especially during times of organizational turmoil.

Another important practical consideration is that both the pos-
itive psychological capacities and transparency constructs manip-
ulated in the current study have been described and measured as 
being “state-like” constructs (Luthans et al., 2007 and Luthans et 
al., 2007). Unlike traits, these state-like constructs are more eas-
ily developed and therefore another practical implication is that 
leaders can be developed to exhibit higher levels of positive psy-
chological capacities and transparency, with the expectation that 
such increases in each of those states could result in higher lev-
els of trust and perceived effectiveness.

In conclusion, the results of this study not only provide added 
support for the value of leaders being more transparent to buf-
fer the negative effects of downsizing, the findings also for the 
first time offer empirical evidence of the importance of leaders 
also being positive in terms of their confidence, hope, optimism, 
and resiliency in a downsizing context. Based on the study re-
sults, we would suggest that the most important practical guide-
line for leaders to follow during an organizational downsizing 
would be the following: With followers, leaders need to be very 
transparent and in addition be confident in themselves, hopeful 
of the future with both the desire to succeed and a plan to accom-
plish that success, optimistic toward the future, and demonstrate 
their resilience to bounce back and beyond. Followers who per-
ceive their leaders to be transparent and positive seem to trust 
them and judge them to be effective in leading them through 
challenging times.
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