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ABSTRACT

By the increasing recognition that the scientific and practical communities attribute humility
and compassion as influencing organisational performance, this study aims to understand whether
the exercise of authentic leadership influences these constructs. For this purpose, using a
quantitative study, a questionnaire was applied to employees of small and medium-sized
Portuguese companies who are directly subordinated to the top management of these companies in
the course of their professional activity.

This research empirically validates the theoretical arguments that suggest that authentic
leadership is related to humility and compassion (the latter, measured based on the dimensions of
kindness, common humanity, full attention, indifference, detachment and separation) and
demonstrates that subordinates are essential resources to help organisations face competitive
challenges, taking advantage of their employees' potential and promoting organisational efficiency
and competitive advantages over the competition.
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INTRODUCTION

The construct of humility has received increasing attention in studies on organisations, with
some research on the importance and contribution of humility in organisational performance
(Owens et al., 2013; Owens & Hekman, 2012; Vera & Rodriguez-Lopez, 2004). This assumes an
increasingly prominent role in organisations, as it is a strategic virtue for all organisations in any
sector because it becomes a competitive advantage: it is a valuable resource, rare, irreplaceable and
difficult to imitate (Vera & Rodriguez-Lopez, 2004). As a characteristic with increasing relevance
in organisations, it is important to understand its antecedents and what factors may influence it.

Compassion is also assuming an increasingly important role in the organisational
environment as it can reset the energy levels of organisational members and make them feel valued
(Choi et al., 2016).

Since leadership is a very relevant contextual factor, it is important to study how the
characteristics of the leader and his/her specific behaviour may support, suppress, facilitate, or
inhibit certain characteristics of the employees, such as humility and compassion. In this study, we
intend to understand whether authentic leadership positively influences the humility of employees
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and whether compassion, in this same target group, may be a mediating variable between authentic
leadership and humility.

Thus, this study seeks to enrich the research and deepen the literature on this topic, looking
at humility as a very relevant virtue in the business world. The aim is to understand whether
authentic leadership and compassion among employees can influence this humility construct, which
is becoming increasingly important.

The article is structured as follows: the next section discusses the arguments that lead to the
formulation of hypotheses; the third and fourth sections present the methods and results,
respectively; and the final section discusses the main conclusions and considers the limitations of
the research and suggestions for future research.

LITERATURE REVIEW

The Different Constructs: Authentic Leadership, Humility and Compassion

In recent years the impact of Authentic Leadership (AL) on employees has aroused great
interest in both practitioners (George et al., 2007) and academics, who argue that AL promotes
positive attitudes and behaviours in subordinates and contributes to better organisational
performance (Rego et al., 2012).

AL is built on authenticity, referring to situations where individuals act according to their
values, beliefs and ultimately human nature, even when under various pressures that are difficult to
deal with. Authentic leaders express their true selves to their followers, acting according to their
internal reality and away from any hypocrisy and lack of sincerity (Otaghsara & Hamzehzadeh,
2017).

Also, Avolio, et al., (2004) state that authentic leaders know who they are, know what they
believe and value, and act on those values and beliefs when interacting transparently with others.

AL is made up of four dimensions: (1) Self-awareness, which is about understanding one's
strengths and weaknesses and the multifaceted nature of oneself, being aware of one's impact on
other people; (2) Relational Transparency, which refers to presenting one's authentic self to others;
(3) Internal Moral Perspective, which is a form of internal and integrated self-regulation guided by
internal moral standards and values rather than due to organisational or societal pressures, resulting
in decision making and behaviour that is consistent with these internal values; (4) Balanced
Information Processing, which translates into objectively analysing data before making decisions,
soliciting views that question one's deeper positions (Avolio et al., 2004; Avolio & Gardner, 2005;
Walumbwa et al., 2008).

Avolio, et al., (2004) consider that LA is the basis for building trust, helping people develop
their strengths and be more positive, open their thinking, add value and meaning about what is right
in decisions, and improve the overall performance of the organisation over time.

Regarding the concept of humility, we can state that it was widely studied by philosophers
and theologians in antiquity, having lost some lustre in the modern era. But in recent years, new
theoretical and empirical approaches in psychology and business ethics have treated humility not as
a weakness but as a strength, emphasising its contribution to organisational cohesion and trust
building (Argandona, 2015).

According to De Bruin (2013), humility can be seen as an “epistemic” virtue that leads a
person to be aware of his/her reliability. What characterises a humble person is their self-knowledge
of themselves and the intention with which they assess or judge themselves (Argandona, 2015).

Humility involves the ability to evaluate success, failure, work and life without
exaggeration. It allows individuals to distinguish the delicate line between good characteristics such
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as healthy self-confidence, self-esteem and self-evaluation and less positive ones such as
overconfidence, narcissism and stubbornness (Vera & Rodriguez-Lopez, 2004).

The construct of humility can be defined as an interpersonal characteristic that emerges in
social contexts and encompasses three dimensions: (1) willingness to know oneself accurately; (2)
appreciation of others; (3) willingness (availability) to learn from others (Owens et al., 2013).

In the organisational context, humility is important because it increases the ability of
companies to understand and respond to external threats and opportunities, allowing them to
achieve outstanding performance and being a source of competitive advantage (Vera & Rodriguez-
Lopez, 2004).

Regarding compassion, this is a relatively new concept in social and clinical psychology,
and studies involving organisations are still scarce (Raes et al., 2011). However, its importance in
the business world is becoming increasingly evident.

Compassion can be defined as the ability of an individual to be sympathetic to another's
suffering, feeling affected by their pain without avoiding or abandoning it, expressing feelings of
kindness and caring for that person to alleviate their suffering (Neff, 2003; Neff et al., 2008).

This definition encompasses three components: (1) kindness, which translates into the
ability to be kind and understanding towards another's suffering, rather than being indifferent and
neglectful; (2) common humanity, which means understanding that one's own experiences are part
of a shared human experience, as opposed to disengagement; (3) mindfulness, which translates into
balanced awareness, acceptance and openness towards another's suffering, not denying or avoiding
contact with another's negative affect (Neff, 2003; Raes et al., 2011).

The Relationship between the Different Constructs

Many authors consider that AL greatly influences employees' behaviour, contributing to
improving their creative performance, increasing their hope for the future, their commitment and
meaning at work, and fostering a structure and environment that supports both leaders and their
followers (Anwar et al., 2020; Avolio & Gardner, 2005; Malik & Dhar, 2017; Mubarak & Noor,
2018). Avolio & Gardner (2005) consider that the authentic leader can impact subordinates'
behaviour through positive modelling, emotional contagion and positive social communication
exchanges.

In this way, and through emotional contagion, authentic leaders foster compassion in their
employees, as they help people frame the meaning of suffering and a model and anchor appropriate
acts of compassion (Dutton et al., 2014). Some authors (Banker & Bhal, 2020; Rynes et al., 2012)
suggest that leadership is crucial to the creation of a compassionate organisation, as it is the leader's
responsibility to align and embed moral values in the organisation and in the behaviours of their
subordinates to ensure that compassion circulates throughout the organisation.

Compassion cannot be exercised in isolation and is rooted in the value system
(organisational and individual), which leads us to assume that authentic leaders have an important
role in fostering it throughout the organisation. Authentic leaders, who have strong empathy for
their employees, can successfully build a culture of compassion by rooting ethical/moral virtues in
people, creating a workplace conducive to building trust in the organisation (Banker & Bhal, 2020).
These leaders can also create quality bonds between members of the organisation, which leads to a
greater climate of compassion among all (Dutton et al., 2014).

In this way, we can assume that: authentic leadership positively impacts employees'
compassion (H1).

Fredrickson (1998) highlights the positive effect that compassion has on employees: they
feel valuated as human beings and not mere human resources, increasing their levels of
commitment and belonging to the organisation and their levels of humility.
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Also, Kanov, et al., (2004) suggest that when compassion is disseminated in organisations,
becoming a collective phenomenon, it can make other virtues, such as collective processes of
forgiveness, integrity, humility and wisdom, collective.

Engen & Singer (2015) argue that employees who experience higher levels of compassion
tend to have more positive and beneficial feelings towards the organisation, reducing anxiety,
stress, intention to leave the organisation and burnout. Thus, by having high levels of compassion,
employees feel willing to know themselves accurately, appreciate others, and learn from them,
leading us to infer that employees with compassion are also humble employees.

We can then hypothesise that: compassion positively impacts humility (H2).

May, et al., (2003) argue that authentic leaders are humble and less likely to feel the need to
demand someone's attention since LA has points in common with humility. Some authors (Owens
& Hekman, 2016; Rego et al., 2017) refer that leaders' humility is contagious and, therefore, we can
infer that authentic leaders, by being humble, also foster the humility of their employees.

This relationship may be mediated by compassion, as authentic leaders, fostering
compassion in their subordinates, are also positively influencing their humility (Engen & Singer,
2015; Kanov et al., 2004).

Thus, we can hypothesise that: authentic leadership positively impacts employee humility
when mediated by compassion (H3).

DATA AND METHODOLOGY
Sample

The sample consists of 109 observations collected through an online questionnaire applied
to employees of small and medium-sized companies in the central region of Portugal, registered as
members of NERLEI (Business Association of the Leiria Region). They play the role of direct
subordination to the top management of these companies. Data were collected between 2 January
and 1 March 2021 through the Google Forms application. The gquestionnaire contains 16 questions
on authentic leadership, corresponding to the scale of Rego, et al., (2012), 24 questions on
compassion, according to the scale of Raes, et al., (2011), having adopted the version adapted to the
Portuguese adult population proposed by Vieira, et al., (2013), and nine questions on humility
measured by the scale of (Owens et al., 2013). Some sociodemographic variables were also
collected, such as age, gender, seniority in the company, and years of collaboration with the current
leader. All variables, except for the sociodemographic variables, were measured using a 5-point
Likert scale, where 1 - never to 5 - often was used in authentic leadership, 1 - the statement does not
strictly apply at all to me to 5 - the statement applies completely to me, and 1 - almost never, if not
never to 5 - almost always, if not always, was used in compassion.

The respondents in the sample are mainly female Portuguese workers (57.8%), and the
average age of the sample is 36.9 years. They have worked for less than ten years in the current
company and have been under the leadership of the current company leader for more than two years
but less than five years.

Structural Model and Hypotheses Under Study

The main objective is to analyse the impact of authentic leadership on humility mediated by
compassion. The theoretical structural model was built and is shown in Figure 1.
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FIGURE 1

THEORETICAL STRUCTURAL MODEL

According to this model, authentic leadership has a direct impact on compassion (Banker &
Bhal, 2020; Kanov et al., 2004; Rynes et al., 2012) and an indirect impact on humility (Engen &
Singer, 2015; Owens & Hekman, 2012; Rego et al., 2017). Compassion directly impacts humility
(Engen & Singer, 2015; Kanov et al., 2004). Thus, the following hypotheses were formulated
(Figure 1). In the theoretical structural model, the three hypotheses under study are represented,
where: H1 - Authentic leadership positively impacts employees' compassion; H2 - Compassion
positively impacts humility; and H3 - Authentic leadership positively impacts employee humility
when mediated by compassion.

Methodology

Given that the data were collected through a questionnaire, one of their characteristics is that
they do not have a normal distribution. On the other hand, many indicators associated with each of
the latent variables were collected. As such, it is necessary to test the significant relationships
between the indicators and the latent variables and between latent variables. Thus, as in other
studies on this topic, a quantitative methodology was used to enhance the relationships between the
latent variables and replicate the methods and techniques for other samples, as Nikam, et al., (2019)
suggested.

Given the characteristics of the sample (small sample size, no normal distribution of data,
many indicators and structural paths between latent variables), we used the Partial Least Squares
(PLS) method, which application and purpose is in line with the characteristics of our sample
(Ringle et al., 2015). PLS is a variance-based method with the basic assumption of the non-normal
distribution of data, combining regression estimation with factor analysis (Ringle et al., 2019; Hair
etal., 2019).

The first step is to estimate the theoretical structural model with the application of the PLS
algorithm that, from a sequence of regressions, makes the weight vectors converge to a single
optimal point, according to Ringle, et al., (2015), which resulted in the model shown in Figure 2.

Strategic Management & Decision Process 1939-6104-20-S6-188



Academy of Strategic Management Journal Volume 20, Special Issue 6, 2021

Uﬂ Wi W el I.li W W

G (.“t!'ﬁ

FIGURE 2
APPLICATION OF THE PLS ALGORITHM

The three latent variables (authentic leadership, humility and compassion) are represented in
the circles and the indicators represented in the rectangles (49 indicators). The outer loadings are
the structural paths between the indicators and the latent variables, with a reference value of 0.50
(Hair et al., 2019), to be significant. Through the analysis of the model shown in Figure 2, we
observed that the indicators measuring compassion C13 to C24, referring to the dimensions of
compassion indifference (C13 to C16), disengagement (C17 to C20) and non-engagement (C21-
C24), have outer loadings lower than 0.50. Thus, these indicators were removed from the sample to
calibrate the model. The Global-Minimum Error Uninformative-Variable-Elimination for PLS
method was used as suggested by Andries et al. (2017). Thus, the total number of latent variable
indicators used for model estimation is 37, and we obtained, after applying the PLS algorithm, the
estimated model shown in Figure 3.
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APPLICATION OF THE PLS ALGORITHM TO THE FITTED MODEL
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Internal Consistency and Predictive Accuracy of the Model

The model presented in Figure 3 is "satisfactory to good" in terms of internal consistency
because the composite reliability and Cronbach's Alpha values should, according to Hair et al.
(2019), be greater than 0.70; the outer loadings (structural paths between the indicators and the
latent variables shown in Figure 3) and the Average Variance Extracted (AVE) should be greater
than 0.50, as verified in our model. Summary of the internal consistency indicators in Table 1.

Table 1
INDICATORS OF INTERNAL CONSISTENCY OF THE MODEL
Authentic leadership | Compassion Humility
Cronbach's Alpha 0.915 0.918 0.905
Composite Reliability 0.925 0.931 0.923
Average Variance Extracted (AVE) 0.539 0.530 0.573

The discriminant validity of the latent variables was also assessed by applying the Fornell-
Larcker criterion whereby each AVE of the latent variables (elements on the main diagonal that are
in bold) should be greater than all the square correlations of the latent variables (off-diagonal
elements), as found in this model (Table 2).

Table 2
RESULTS OF THE APPLICATION OF THE FORNELL-LARCKER CRITERION
Authentic Leadership | Compassion Humility
Authentic Leadership 0.762
Compassion 0.514 0.728
Humility 0.570 0.720 0.757

The R?is used to assess the model's predictive accuracy and is marked in Figure 3 for the
endogenous latent variables compassion (R?0.264) and humility (R%0.533). According to Cohen
(1988), for the social sciences, this model has an R? medium (between 0.15 and 0.35) for the
compassion latent variable and an R? high (greater than 0.35) for the latent humility variable.

We conclude that the estimated model in Figure 3 meets the criteria of internal consistency
and predictive accuracy.

ANALYSIS AND DISCUSSION OF RESULTS

After validating the model, the next step is to estimate the relationships between latent
variables at a 95% confidence interval. For this purpose, the bootstrap technique was applied in
Smart PLS, according to Ringle et al. (2015). The results of the application of this technique are
shown in Table 3.

Table 3
SIGNIFICANCE TESTING RESULTS OF THE STRUCTURAL MODEL PATH COEFFICIENTS
Original Sample Star)da}rd T Statistics
Sa(rg‘)"e Mean (M) E’;}’SSS;‘ (I0/STDEV)) P Values
H1: Authentic
Leadership -> 0.514 0.547 0.061 8.394 0.000
Compassion
H2: Compassion -> 0.730 0.744 0.050 14.709 0.000
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Humility
H3: Authentic
Leadership -> Humility

0.375 0.408 0.058 6.455 0.000

Note: *p=0.000. Source: authors' calculations.

We can thus conclude that authentic leadership positively impacts compassion ([1=0.514),
confirming H1. That is, a 1% change in compassion causes a 51.4% positive change in authentic
leadership. These findings are in line with the contributions of Banker & Bhal (2020); Rynes, et al.,
(2012); Dutton, et al., (2014).

It was also possible to see that compassion positively impacts humility ([1=0.730),
confirming H2. A 1% change in humility has a 73% positive impact on compassion. These findings
find an echo in the studies of Fredrickson (1998); Kanov, et al., (2004); Engen & Singer (2015).

Finally, it was found that authentic leadership positively impacts humility ([1=0.375),
confirming H3. A 1% change in humility has a positive impact of 37.5% on authentic leadership.
These results are in line with the contributions of May, et al., (2003); Owens & Hekman (2016);
Rego, et al., (2017); Engen & Singer (2015); Kanov, et al., (2004).

We thus conclude, for p=0.000, that authentic leadership has a direct positive impact on
compassion and an indirect positive impact on humility; compassion has a direct positive impact on
humility.

CONCLUSIONS, LIMITATIONS AND AVENUES FOR FUTURE RESEARCH

The great changes in economic, social, political, cultural and ethical relations that the world
Is going through impose new conditions on organisations and reconfigure every day the world of
work and business. In this context, new values and principles emerge, and concepts that, until some
time ago, would have been considered peripheral now assume a central role in organisational
performance and in the way organisations are led. In this study, the influence of authentic
leadership in promotion of values such as humility and compassion in a business context was
assessed.

It was possible to see that humility and compassion are becoming more and more important
in our society due to the constant changes caused by the growing competition among organisations,
being essential that their leaders provide conditions for developing these characteristics among
employees.

In general, we can affirm that our research showed that authentic leaders awaken more
humility and compassion in their subordinates. These findings assume scientific relevance since
they reinforce other studies that we found and point to a direct influence of authentic leadership on
the variables under study. On the other hand, this research provides interesting results that can be
applied in organisational contexts, at the time of decision-making, concerning the development of
employees' capabilities for individual and collaborative performance.

As for the research limitations, the first limitation refers to the fact that the dependent and
independent variables were collected simultaneously and from the same source. We suggest using
longitudinal studies in the future, with data concerning the dependent and independent variables
being collected at different moments in time.

On the other hand, our study does not predict the influence of different individual employee
characteristics on the levels of humility and compassion. We consider that leaders can influence
these characteristics of their employees, but still, we do not measure the influence that individual
employee characteristics have on these variables.
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