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Abstract

The concept of psychological contract has been gaining importance in the recent times along with the theory of authentic
leadership. It is the prerogative of the leaders to understand the psychological contract between themselves and their
employees as it provides them with a competitive advantage in creating a motivational work environment where equity is
valued. Four companies, namely, Costco, PwC, Southwest Airlines and Aravind Eye Hospital were selected for case study
analysis in this study with respect to impact of authentic leadership on the building of psychological contracts. It was
found that the leadership style does have a significant positive impact on building of psychological contracts between the

employer and employee in an organization.
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1. Introduction

Authentic leadership approach is not different from
other leadership styles including transactional,
transformational, and charismatic or servant. It is different
from the actual meaning of the concept of authenticity
which can be regarded as a vital quality of a leader which
is usually acquired through increasing self-awareness and
acceptance, trust, beliefs, morals, actions and by fostering
relationships. (Goldman, 2012, p.134) has observed
that “psychological authenticity can be theorized as a
vibrant set of processes by which one’s full innate nature
is discovered, accepted, instilled with meaning, and
actualized”. Authentic leadership is increasingly gaining
importance regarding increasing worldwide concerns as
well as the resultant demands for authenticity (Gardner,
Avolio, Luthans, May, & Walumbwa, 2015; Klenke, 2016).

Concerning this, Walumbwa et al. (2008) added this
and theorized self-awareness, relational transparency,

balanced processing, and internalized moral perspective
as the four main pillars of authentic leadership. Self-
awareness is the leader’s awareness about own strengths,
weaknesses, and values while relational transparency is
showing leader’s true self, balanced processing is weighing
all available information including those from followers
before making a decision, and internalized moral
perspective is having high moral values (Kernis, 2003;
Ilies, Morgeson, & Nahrgang, 2005; Avolio & Gardner,
2005; Walumbwa et al.,, 2008; Neider & Schriesheim,
2011). Bass (1985) and Richter & Wagner (2014) studied
new generation leadership models and concluded that
authentic leadership is important because it focuses on
reducing barriers between a leader and followers along
with building cooperation and delegation. Authentic
leadership is getting more important in today’s competitive
and digitalized world as digitalization is bringing a new
set of challenges. Due to digitalization, organizations are
forced to adapt to the evolving commercial landscape by



Rakesh Rayiramkandath

moving on to data driven decision making, establishing
new methods of communication, and working with a
workforce who has omnipresent access to information
(Zhao, Zuo, & Deng, 2015; Haas, Criscuolo, & George,
2015; Hesse, 2018). Avolio et al. (2004) explained that
authentic leaders attempt to find a solution for any kind
of challenge in a credible way through communication,
cooperation, transparency, genuineness, and high moral
values.

On the other hand, a psychological contract is a verbal
contract as opposed to a formal, codified contract which
defines the expectations between the employer as well as
the employee. It basically consists of casual provisions,
shared attitude, familiar ground and perceptions between
both the sides (Sherman & Morley, 2015). A psychological
contract is said to be very important since it is not formal
and codified and perpetually exists in a condition of
instability and is constantly developing with the increase
in communication. The main advantage of a psychological
contract as compared to a formal contract is that it is
focused more on the individual and thus, each contract
can be different owing to the different nature of each
employee (Bellou, 2009).This study aims to determine the
impact of authentic leadership on psychological contracts
by observing selected recent cases.

The findings of this study is unique and significant
because there is a lack of evidence observing recent cases
which exemplify how responsibilities and roles of an
authentic leader can contribute to psychological contract.
Italso delves into the importance of building psychological
contracts within the present business environment and
discusses the elements which can impact the contract.

The present business environment is constantly
evolving owing to a number of uncontrollable external
and internal changes. This not only creates dynamic
changes in the people relations within the organisations,
but warrants proactive evolution of strategies to manage
the relations too. The lack of recent evidence observing
practical case examples on the impact of authentic
leadership on psychological contract creates a bridge in
existing research, limiting the potential for identifying
such strategies too. Therefore, this study will bridge this
gap by shedding light on how psychological contract in
the organization influences the behaviour and motivation
of an employee from day to day. It is essential as it
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maintains a balanced and robust relationship between the
employer and employee, which is required for efficient
business performance and increased productivity.

2. Literature review

a. Importance and Constituents of Authentic
Leadership

Authentic leadership has been defined as “a process by
which a leader influences people to accomplish certain
objectives or a common goal” (Sharma & Jain, 2013).
Noting the same, Rousseau, Hansen & Tomprou (2018)
argued that authentic leaders are those individuals who
are concerned as well as aware of their skills, strengths,
and limitations. Further, it is worth noting that the role
of these leaders is gaining considerable significance in the
current intense business environment. The reason behind
this is that authentic leaders focus on the significant
picture results, and they practice self-awareness.

A leader is required to widen his or her leadership
skills by application of knowledge, experiences, and
training. He is also required to possess various personality
traits including vision of the future, strong resolve, high
energy and confidence, as well as sound judgment (Jago,
1982). These constituents are vital for authentic leadership
as it is widely known that personality, traits along with
behavior of leaders have a significant impact in value
creation, enhancement of people’s strength, strategizing
and implementing knowledge. Authenticity essentially
means being true to oneself along with their surroundings
(Terry, 1993, p. 139) and is a desirable quality of a leader
since it helps in influencing others”

Though the concept of authenticity in leadership has
fully emerged in recent years, it now essentially means a
focus of responsible behavior of leaders. The theory of
authentic leadership, thus, emphasizes on authenticity
as an essential trait of a leader that helps a leader to be
authentic through self-knowledge, faith, actions and
relationships, promotion of authentic relationships with
their followers and associates, supported by transparency,
trust, integrity and high moral standards (Besen, Tecchio,
& Fialho, 2015). Thus, an authentic leader is consistent
in his behavior and his inner thoughts and feelings
(Novicevic, Harvey, Buckley, Brown, & Evans, 2006).
On the other side, Sendjaya et al., (2016) claims that the
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authentic leader needs to maintain confidentiality in some
cases too. The business scenario has to maintain with
proper system and procedures. Thus, while maintaining
secrecy, the hierarchy and procedures should be followed.

b. Meaning and Features of Psychological
Contracts

Psychological contracts support the idea that individuals
reciprocate their experiences and therefore, it is important
tolead them accordingly. Also, the treatment of employees
by an organization has an impact on their attitude as well
as behavior. The main features of psychological contracts
include:

o Communication - It has been seen that
managers who support psychological contracts
actively work to improve communication with
their employees. The communication includes
continuing oral and printed communication and
two-way support between management as well
as the employees. In contrast, Rego, Junior & e
Cunha (2015) found that a psychological contract
also involves understanding the managers
unsaid expectations and concerns of the team
members. This demonstrates the capability of
emotional intelligence of authentic leaders. Such
leaders effectively apply the emphatic skills in the
workplace. Diversity - Individual psychological
contracts allow the employees to see their value
and role within the business. It also helps both
sides avoid creating unrealistic expectations of one
another by allowing for amendments in the terms
of the contract when required in order to maintain
the diversity.

o Leveraging the employee-manager relationship
— The relationship between the employer
and employee can be leveraged by equipping
and encouraging managers to converse and
concentrate on psychological contract outlook
with employees. Managers help the employees in
exploring and modifying their expectations by
offsetting negative actions in case of not meeting
idealistic expectations.

o Reciprocity — Levinson et al. (2013) studied
psychological contracts in light of mutual
expectations between an employee and an
employer that arose from unconscious motives.
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The authors explained this mutual expectation
comes automatically when an employer hires a
new employee. The employer expects employees
to meet the organization’s expectations if the needs
of the employees are fulfilled by the organization.
The authors argued this anticipation of meeting
each other’s needs and expectations motivates
both parties in favor of a long-term bond and
continued relationship. Taylor & Tekleab (2004)
argued the range of expectation is from highly
specific to general so the psychological contract
changes when both parties have a more detailed
understanding of the contribution of the other
party and due to change in circumstances.

o Flexibility -  Argyris (1960) considered
a psychological contract as an implicit
understanding between employers and employees
where employees exchange higher productivity
and lower grievances for wages and job security.
The study prescribed practitioners to focus on
promoting flexibility than explicit norms. Taylor
& Tekleab (2004) explained employees would
promote and respect the rights of the organization
if the organization does not interfere much in
employee norms and this will be reflected in
productivity.

o Personality - Nikolaou, Tomprou, & Vakola (2007)
studied psychological contracts with respect
to the employment agreement and considered
personality traits as one of the most important
psychological contracts. The researchers argued
extrovert individuals are more social, adventurous,
frank, talkative, and assertive while introverts are
reserved, shy, quiet, and less social so extroverts
are intrinsically motivated and easily influenced
and encouraged at work, as a result, they get an
upper hand in an organization. Consequently,
introverted individuals need to get motivated by
the leaders. Thereby, authentic leaders can play
a significant role in helping introverts by giving
them some space and respecting their privacy.

The expansion of authentic leadership draws upon

and generates optimistic psychological capacities and
a constructive corporate culture (Walumbwa, Avolio,
Gardner, Wernsing, & Peterson, 2008). It also serves as
a dependable and successful leadership model which
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helps in building credibility in the unsteady context of
the organization. A study by (Yarbrough, 2009)found
that an authentic leadership was positively related to
relational psychological contract and negatively related to
transactional psychological contract.

c. Role of Authentic Leadership on
Psychological Contracts

Avolio & Gardner (2005) studied the role of authentic
leadership on psychological contracts and illustrated
that authentic leadership backed by positive moral
perspective and positive psychological capital makes
the leader of an organization self-aware, as a result, the
leader becomes self-regulated, and it is reflected in the
leadership behavior of the leader. The role of a leader
in an organization from an organization’s productivity
perspective is to motivate and encourage followers. Apart
from this, a leader is also responsible for evaluating the
performances of the subordinates and identifying the
gaps in their work performances to enhance the level of
productivity. Besides, motivation and encouragement to
attain better work results, guidance and coaching are also
the roles of a leader.

When the leader of an organization has authentic
leadership qualities such as effective communication,
high morality, unbiasedness, transparency, etc. followers
are automatically motivated, and they try to adapt these
qualities as a result followers become self-aware and self-
regulated. The organization becomes a beneficiary of this
transparent, interactive, regulated, and aware workforce
because such a workforce would not only know about
their strengths but also drawbacks (Avolio & Gardner,
2005).

a. Role of authentic leadership in building
‘COMMUNICATION’ psychological
contract

Guest & Conway (2002) identified three types of
communication in an organization: communication during
recruitment, day to day work related communication,
and top down communication. The researchers found
an inverse relation between psychological contract
breach and recruitment communication and day to day
communication. However, the study found top down
approach is ineffective. Robinson & Morrison (2000)
believed communicating the psychological contract with
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the human resource manager is very important because it
clarifies expectations related to workload, work culture,
appraisal, job security, etc. The authors pointed out lack
of communication can lead to misunderstanding and
psychological contract breaches so in order to reduce the
occurrence of such cases, both the parties should take the
initiative of starting a communication.

Smidts, Pruyn & Van Riel (2001) identified
communication climate as one of the biggest assets of an
organization. The researchers defined communication
climate as the way in which information flows and
processes in an organization. The authors argued if
leaders of an organization engage in extensive top
down communication and use multiple channels of
communication to ensure a fast flow of information
then an organization can increase its identification in
terms of organizational commitment of employees and
cooperation. From the perspective of an organization, the
effectiveness of a communication will depend on what
kind of psychological contract model is being used by the
senior management and whether it is appropriate or needs
a change. Regarding communication, Boekhorst (2015)
debates that if communication is effective and strong
within the workplace, it will lead to lower psychological
contract breach among the workforce. On the contrary,
if the communication or interaction is mediated by lower
power distance then it will result in lower psychological
contract breach.

b. Role of authentic leadership in building
‘DIVERSITY’ psychological contract (200
words)

Rousseau (1995) defined a psychological contract with
respect to social exchange theory and considered it as a set
ofbeliefs between an employee and an organization. Due to
the changing work environment, nature of psychological
contracts has evolved and now organizations have unique
psychological contract such as diversity for a specific
group of employees (Arlie, 2001; Guest & Conway, 2009).
The diversity contract represents nondiscrimination for
racial, cultural, and ethnic differences (Rousseau, 2004;
Cunningham, Barbee, & Mandal, 2009). Chrobot-Mason
(2003) explained diversity related psychological contracts
like considering minority input in the process of decision
making, eliminating racial bias, eliminating ethnic
bias, etc. Are increasingly being used by organizations
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to nurture and encourage diversity. Wellin (2016)
has explained that it is becoming essential to nurture
inclusivity and diversity in the workplace.

Buttner, Lowe, & Billings-Harris (2010) explained
that despite its increasing importance, breaches in
diversity related psychological contract occurs when
minority employees find their organization is unable to
fulfill its diversity related promises. Disrespect, disregard,
devaluation, and ignorance of minority identity damage
the employment relationship of minority employees so
organizations should acknowledge diverse identities to
achieve workplace harmony and achieve reap the benefits
of acculturation (Tufan, De Witte, & Wendt, 2019).

c. Role of authentic leadership in building
‘LEVERAGING THE EMPLOYEE-
MANAGER RELATIONSHIP’ psychological
contract

Caldwell & Peters (2018) and Conway & Briner (2005)
explained that a newly recruited employee builds
psychological contract expectations after interacting with
leaders and colleagues and engaging in tasks. The authors
prescribed organizations to have a robust onboarding
system because it is the precursor of developing a dyadic
psychological contract between leaders and workers.
Rousseau & Tijoriwala, (1996) and Horney (2016)
suggested organizations to establish a clear dyadic
psychological contract relationship so that workers are
aware of what to expect from the organization and what
the organization is expecting in return. Relating to this
phenomenon, Rousseau, Hansen & Tomprou (2018)
emphasized that setting clear expectations and clarity in
roles are important aspects for strengthening employment
relations.

Lemmon et al. (2016) and Gupta et al. (2018) believed
communication and organizational socialization can
leverage the relationship between leaders and workers
so the authors explained that senior management should
always try to communicate with the new recruits and
existing pool of employees with symmetric weightage.
Rousseau and Tijoriwala (1996, 1998) emphasized
on equitable working conditions, fair dealing, and a
transparent and fair reward system to leverage the
relationship between employees and managers.
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d. Role of authentic leadership in building
‘RECIPROCITY’ psychological contract

Gobel, Vogel, & Weber (2013) ascribed cooperation,
labour relation, and consumer relation under the domain
of the utilitarian approach. Smith (1937) theorized that in
an exchange, both parties can benefit in terms of welfare if
both parties are driven by a utilitarian mindset. However,
the author also emphasized morality and considered
without it, market exchange would be impossible. Giith
(1995), Hirshleifer (1988), Kreps et al. (1982), Williamson
(1993), and Coleman (1990) propagated that every
cooperative relationship can be reduced to a calculation
of benefit so organizational interactions are solely driven
by utilitarian motives. Rousseau (1995, 2001) argued
that although a psychological contract is based on the
perception of reciprocity, some degree of objective
mutuality is essential because the employer and the
employee aim at achieving an interdependent goal. The
authors argued communication between the two parties
helps both parties to align their future behaviors with their
actual commitments. Engle & Lord (1997) emphasized
on frequent communication and information sharing
between the two parties for appropriate reciprocity. The
argument concerning this has been presented by Wellin
(2016) mentioning that authentic leaders should establish
a continuous and open communication platform. This
the crucial role of the leaders and top executives of the
organization to maintain a culture where everyone has
provided an equal opportunity to reveal their opinions.

Coyle-Shapiro & Kessler (2000) and Porter et al.
(1998) argued that often leaders and employees have
different understandings regarding specific terms of an
exchange so the two parties should be transparent about
their demands and the extent of compromises.

e. Role of authentic leadership in building
‘FLEXIBILITY’ psychological contract

McLean Parks et al. (1998) conceptualized employees
consider dimensions like stability, scope, tangibility, focus,
time frame, particularism, multiple agencies, and volition
as flexibility so organizations that tend to offer these
perks attract more long-term employees. Guest (2004)
identified factors like workload, employment security, job
satisfaction, and well-being as the important constituents
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of analyzing flexibility. Marler et al. (1998) studied contact
workers and commented them as boundary less workers
due to their flexibility. Tremlett and Collins (1999) found
almost 25% of UK workers prefer such employment
opportunities to full time employment because employees
are increasingly wishing not to lose individual freedom
by getting into a commitment. Studies conducted by
other researchers have found a percentage between 25
to 44 with added reasoning like family circumstances,
age, and educational qualification (Barringer & Sturman,
1999; Krausz et al.,1995; Ellingson et al., 1998; Marler et
al., 1998). These studies show how leaders emphasizing
flexibility by offering contract employment derive two-
dimensional benefit of higher productivity and less
liability. The studies noted that as a drawback such leaders
tend to create less loyal and valuable employees in the
long run so the researchers prescribed leaders to grant
efficient contract workers full time employment perks to
influence them for a full time contract.

f. Role of authentic leadership in building
‘PERSONALITY’ psychological contract

Costa & McCrae (2008), Raja et al. (2004); and Tallman
& Bruning (2008) defined personality as a stable pattern
of behaving across different situations. Goldberg (1990)
constructed a five-factor model to understand the
influence of personality traits on psychological contract
breaches. The five factors are extraversion (excitability,
sociability, talkativeness, and assertiveness), emotional
stability (potential to withstand stress), conscientiousness
(reliability), agreeableness (cooperativeness), and
openness (creativity and curiosity). DelCampo (2007)
found agreeableness, openness, and conscientiousness,
reduced the likelihood of psychological contract breach
while the other two factors extraversion and emotional
stability increased the likelihood of violation. However,
it is been critically analyzed by Sendjaya et al., (2016) that
personality is linked with the employer obligation and
employee obligation.

3. Research gap

In light of the literature reviewed above, it can be seen
that even though there is a limited amount of literature
connecting leadership to different psychological
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contracts, concrete evidence connecting different types
of leadership to them is lacking. Existing literature fails
to shed light through examples how different leadership
styles create benefits and challenges for a firm as far
as psychological contracts pertaining to employees is
concerned. Moreover, there is no speculation or evidence
regarding how it affects the firm’s productivity, output and
longevity. Therefore, this is a critical gap in literature.

4. Research Methodology

For the purpose of this research, secondary research
availablein various sources such asbooks, reports, research
papers, and official websites of companies was referred
to. The reports were qualitative as well as quantitative
in nature. The findings of the studies were presented in
the form of case studies, i.e., case study analysis has been
performed. Cases referring to the relationship between
psychological contracts and leaderships styles have been
presented descriptively.

4.1 Case Studies

Case 1 - Costco

Costco is a multinational large-scale retail chain that
boasts of motivated employees working due to its belief
that it is important to invest considerably on manpower
development. The employment policies of Costco are
efficient and conducive for employees which is set on the
belief that employees’ productivity is maximum when
they are satisfied with the benefits offered to them. The
organization seeks to connect the employees with their
vision and mission. It was observed that if employees
remain in touch with organizational objectives then they
work hard to achieve them by increasing the employees’
commitment since they are motivated to work more and
achieve more. Costco provided the employees with extra
benefits and monetary incentives in order to keep the
morale of the employees up (J & Gardner, 2015).

Jim Sinegal is an authentic leader of Costco who always
supports authenticity in the organization. Authentic
leaders are regarded as those leaders who establish an
interpersonal relationship with organizational members
and focus on transparency. Jim Sinegal created a huge
impact on the image of the company in the market by
putting the welfare of employees at the forefront, giving
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the company a competitive edge. Mr. Sinegal is an
authentic leader who provided a solution to this problem
by never putting any employee below him and treating
them all with same respect. He believed that each member
of the company had an equal and relevant value in the
organization. In this way, the employees of the Costco
remain motivated and satisfied with the leadership style
followed by him. He also made an effort to maintain good
relations with the employees by helping, guiding, teaching,
coaching, and motivating them up to a great extent. Thus,
it can be seen that by understanding the need s and wants
of employees along with providing then with guidance
helped the organization in establishing strong and honest
psychological contracts between the managers and
employees in the organization (Courtemanche & Carden,
2011)”

Case 2 - PwC Germany

PwC seeks to increase diversity and inclusiveness in
the organization. The organization helps in developing
their employees into authentic and inclusive leaders who
inspire others. The main problem which PwC, Germany
is facing includes promoting gender and generational
diversity. 'The company has worked hard to develop
authentic and successful leaders. One of the many efforts
included their Up! Talk female mentoring programme
which seeks to help their female millennial employees
in refining and developing leadership skills which
would reflect their true selves along with enable them to
resonate with their colleagues. This helps the organization
in creating a leadership framework that concentrated
on the development of inclusive behavior as well as
mindsets(PwC, 2016). The language of the organizational
framework and its supporting career progression
framework has been devised with this crucial for
inclusiveness. Thus, by launching their various programs
for their female leaders helped the company in providing
their high-potential women with advice on advancing
their careers, with allocating an experienced mentor to
each of the female participants from a different PwC Line
of Service (LoS) for a period of one year. These initiatives
helped the leaders in sharing professional experiences,
advice and feedback. These programmes helped the
company in fostering an all-encompassing culture which
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embraces and values difference along with fostering a
psychological contract of value in its environment.

Case 3 - Southwest Airlines

Southwest Airlines is a unique organization that has
consistently recognized the needs of their employees. The
organization has been profitable for over three decades,
has the fewest customer complaints of any major airline,
has an employee turnover rate that is under 10% and is
constantly named an employer of choice (D’Aurizio, 2008).
Southwest Airlines is an organization that maintains
mission, values and goals that seeks first to support,
care for and sustain their employees. The organization
emphasizes communication, work life balance, ongoing
learning and reciprocity between employer and employee
and ultimately supports maintenance of efficient internal
psychological contracts. Herb Kelleher, the former
CEO of Southwest Airlines, is a perfect example of an
authentic leader. (Grubbs-West, 2015)a former Director
of Employment at Southwest Airlines has shared nine
organizational loyalty lessons Southwest has applied to
build the corporate culture of respect and reciprocity. The
lessons include hire attitude, immersing everyone in the
culture immediately, continue learning, people give as
good as they get, bringing out the kid in everyone, do more
with less, love them in tough times, doing what is correct
and nurturing the corporate family” Forthe company, a
good corporate citizen includes giving back to the society
by way of volunteerism by making individual as well as
personal or corporationwide efforts. The organization has
decided to go with authentic leadership in order to improve
their organizational effectiveness. Authentic leadership is,
“leaders who know who they are, know what they believe
in and value, and act on those values and beliefs openly
and candidly. Their followers would consider them to be
moral people” (Yuki, 2010). Following authentic style of
leadership requires gaining trust of employees. It has been
observed that following of this leadership style by Kelleher
helps in improving the communication between his
employees and the entire organization. The organization
eventually has to invest less time in communicating, to
other leaders in gaining trust of the employees and thereby
maintaining efficient internal psychological contracts.
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Case 4- Aravind Eye Care

India is home to around a third of the world’s total blind
population with around 200 million Indians requiring
eye-care. In most of the cases, blindness can be seen to
be caused by factors which can be corrected. Aravind Eye
Care sets a good example for authentic leadership by Dr.
G. Venkataswamy who is popularly known as ‘Dr. V;, the
founder and former chairman of Aravind Eye Hospitals.
Through his difficult task and resolve, Dr. V demonstrated
how to hold a scalpel and perform cataract surgery. As
a result of his efforts, he had performed more than one
hundred surgeries daily and successfully completed one
hundred thousand victorious eye surgeries in his life span.
While being in the government service, Dr. V conducted
several programs to solve the difficulty of blindness in
India. A number of outreach programs in eye care, a
rehabilitation center for the blind, and establishment
of an ophthalmic assistants’ program. It is important to
recognize his work in the struggle against blindness, Dr.
V was recognized with the Padmashree award in 1973 by
government for India.

Dr. V had a revelation to reinstate the gift of sight to
a lot of poor blind people through the establishment of
the Aravind Eye Care which runs on the business model
based on his vision to solve the problem of blindness
irrespective of the ability of the patients to pay the hefty
bills. With his magnetic authentic leadership style he
has been able to profitably execute this business model
and has successfully emerged as the largest provider of
eye care services globally. Dr.V has been able to address
the problem of curable blindness and thereby created
an institution with a wide range and is able to perform
400,000 eye surgeries annually.

Case 5 - Tata Group

Tata Group is an Indian multinational conglomerate
based in Mumbai, Maharashtra. The business group was
founded by Jamshetji Tata in 1868. The former chairman
of the group, Ratan Tata is an authentic leader who helped
the group to achieve many heights post liberalization of
the Indian economy in 1991. Three iconic leaders of the
group from different time frames: Jamsetji Tata, JRD Tata,
and Ratan Tata emphasized on human values as their
core leadership philosophy. The core values of the Tata
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Group are, integrity, pioneering, unity, responsibility and
excellence. Jamsetji Tata belonged to the Parsi community
and as an industrialist in the colonial era possessed a
nationalist desire to contribute to the growth of the
country. Jamshetji emphasized giving something back to
the society by engaging in organized philanthropy and
investing in scientific development (Tripathi & Kumar,
2020).

Ratan Tata launched Tata Business Excellence Model
in 1993 to institutionalize the pursuit of core Tata values.
Ethical code of conduct, Employee focus, Founder’s core
values, alignment with Indian culture, and mentorship
were the key constituents of the model. Unlike other
business groups that are constantly in search of highly
experienced professionals, Tata group tends to recruit
fresh graduates and postgraduates from top education
institutes and grooms them for leadership so that they
carry the leadership values of Tata group (Shah, 2010).
Pandey (1989) and Sinha et al. (2006) elaborated the
employee friendly practices and policies undertaken
by the Tata group and concluded such practices as the
strength of the organization. Starting from eight hours of
work per day to leave and maternal leave, the Tata group
were the pioneers of the employee welfare measures. Shah
(2010) highlighted one of the particular schemes of one
of the most important subsidiaries of the Tata group, Tata
Motors. Under the scheme, the organization pays the last
drawn salary of an employee to the employee’s family
till his notional day of retirement if the employee dies
while in service. Other credible employee welfare focused
measures taken by the companies of the Tata group are
the promotion of second career women through the Tata
Second Careers and a return to career program for women
who had to take a break due to certain circumstances
through Tata Second Career Inspiring Possibilities (SCIP)
platform (Shah, 2010). Shah (2010, 2014) concluded that
with the credible authentic leadership of leaders like Ratan
Tata, the Tata group has been an example of responsible
capitalism even before corporate social responsibility
became popular.

Ratan Tata was the chairman of Tata Group from
1990 to 2012 and again from October 2016 to February
2017. The contribution of Ratan Tata towards the growth
of the nation through a wonderful combination of
philanthropy and business has been recognized by the
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Indian government. The Indian government has awarded
Ratan Tata with two of its highest civilian awards:
Padma Vibhushan in 2008 and Padma Bhushan in
2000.

5. Discussion

With the knowledge literature review and the caste studies,
this paper identifies humanitarian values and credibility
as the two most important characteristics of a good
authentic leader that helps workers of an organization in
building psychological contracts. In the literature review,
many studies reflected a good percentage of new age
employees are in search of contractual jobs just to cartel
commitment and enjoy freedom. This researcher argues
that if leaders of an organization are credible in terms
of transparency and have moral values then they won't
pressurize full time employees to go for an unrealistic
target for the sake of achieving a nominal reward or for
saving the job. In such a scenario, full time employees
will have a job satisfaction with a good workload balance
and contractual workers would be happy to get a full time
contract with added perks.

6. Conclusion

The business environment is continuously evolving and so
is the competition which has increased the requirement of
authenticleaders. Organizational leaders must admire and
respond positively in order to support positive employee
perceptions. Psychological contracts are important
maintain in a company in order to align the company’s
goals with that of the employees. These non-written
contracts between the employee and their manger have a
significant impact on the organizational productivity and
employee retention. It is important to maintain positive
psychological contracts by investing time, effort as well as
resources as they have potential to increase organizational
effectiveness including mutual respect, compassion, hope,
understanding, equality and impartiality. It can be said
that an effective reciprocity between the employer and the
employees helps in restoring balance in the organization.
Authentic leaders lead with empathy for their people,
with the correct vision, insight, and influence, thereby
fostering better psychological contracts between the firms
and their employees.
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7. Recommendations

With respect to the findings of this paper, this researcher
recommends leaders of an organization to be credible,
transparent, and focus on empathy to drive the
productivity of the workers. The leaders should try to grab
every opportunity to communicate with the workers. Top-
down communication goes against equality, therefore,
to promote a sense of equality, this researcher suggests
implementing effective laissez faire communication as
and when required. Lastly, with the focus on freedom,
this researcher recommends new age leaders to be as
much flexible as possible without compromising the
company’s goals and in case there is a risk of hurting the
company’s goals, the leader should try to find a solution
by communicating and being transparent about the
company’s goals.

8. Limitations of the Study and
Scope for Further Research

This researcher has found a lack of empirical evidence in
the existingliterature. Every individual researcher has used
a unique and one of its kind data set so there is variance
in comparative studies. This researcher also observed
that due to the rapidly changing business environment
and a drive towards digitalization traditional theories are
becoming less efficient. Since management research is also
evolving, most of the discrete qualities that are used to
identify an authentic leader are also found in other forms
of leadership. In the meantime, the dimension of qualities
of an authentic leader has also expanded. Therefore, a new
and unique definition of qualities of a new age leadership
system needs to be identified.
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