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Abstract  

The employees are one of the most valuable assets for any organization. They are the growth engine 

driving the sustainable growth. In the changing realm of organizational management, corporate 

governance is increasingly acknowledged as both a mechanism for regulatory compliance and a 

strategic facilitator of internal stakeholder trust and organizational performance. This study aims to 

examine the impact of corporate governance practices namely transparency, accountability, and ethical 

leadership on employee trust and perceived organizational performance in mid-sized firms across 

several industries in Pune City, India.  Data were obtained from a sample of 327 employees using a 

structured questionnaire, with characteristics assessed on a 5-point Likert scale.  The research utilized 

Structural Equation Modeling (SEM) to analyze the interactions among the components.  The findings 

indicate that robust governance processes significantly enhance employee trust, which subsequently 

positively affects employees' perceptions of corporate performance.  These findings highlight the 

necessity of incorporating ethical and transparent governance frameworks to cultivate a trust-oriented 

organizational culture.  The research provides actionable insights for leaders and politicians seeking 

to improve organizational results via employee-focused governance approaches.  Future research 

trajectories and suggestions for wider industrial implementation are also addressed. 

Keywords: Corporate governance practices, Employee Trust, Organizational Performance, Ethical 

leadership, Accountability, Mid-sized enterprises 

1. Introduction  

The corporate governance has become fundamental for maintaining regulatory compliance and 

cultivating a workplace culture that promotes trust and performance among employees in the 

contemporary company landscape.  It comprises a framework of regulations, policies, and procedures 

through which corporations are managed and regulated. It encompasses characteristics such as 

openness, accountability, and ethical leadership, which collectively influence decision-making and the 

perceptions of internal stakeholders, particularly employees, toward the firm (Larcker & Tayan, 2013). 

Although corporate governance has historically been examined through the lens of shareholders and 

financial outcomes, increasing focus is also being placed on its influence on employee perceptions, 

specifically regarding employee trust and perceived organizational success. The effective governance 

procedures function as a fundamental mechanism that fosters fairness and ethical behaviour, hence 

improving employee morale and trust in leadership (May et al., 2023). Conversely, inadequate 
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governance methods frequently result in disengagement, scepticism, and less organizational 

commitment (Esposito, 2025). Previous research demonstrates that robust governance processes 

enhance organizational effectiveness, promote long-term sustainability, and positively affect 

organizational outcomes by aligning employee values with organizational objectives (Adebayo & 

Bakare, 2014; Hasan et al., 2024).  Furthermore, business ethics, corporate reputation, and alignment 

between employees and shareholders serve as crucial mediators in fostering trust and improving 

productivity (Sharma & Shukla, 2022). 

2. Significance of Study  

This study elucidates the connection between governance approaches and employee-centric outcomes, 

so enhancing the comprehension of governance beyond mere financial measurements.  The results of 

this study hold significant significance for human resource management, organizational leadership, 

and corporate governance policymakers. The organizations can consider the various innovative tools 

such as artificial intelligence, blockchain, machine learning and strategies like blue ocean through 

which integration, automation, simplification leads to the effective corporate governance (Gaikwad, 

2025). Such insights to design governance plans that comply with regulatory criteria while fostering a 

culture of trust, thereby improving organizational resilience and performance. This study is especially 

pertinent for mid-sized enterprises, which frequently contend with constrained resources and 

inadequate governance formalization.  It provides practical ideas on how fostering ethical and 

transparent leadership may elevate employee engagement, decrease attrition, and enhance overall 

performance. 

3. Rationale of the study  

This research examines mid-sized firms across various sectors in Pune, India.  The study examines 

employee viewpoints on corporate governance processes and assesses their impact on employee trust 

and perceived organizational effectiveness.  This study utilizes data from 327 employees and examines 

five principal variables: transparency, accountability, ethical leadership, employee trust, and 

organizational success, all assessed by a 5-point Likert scale. 

4. Objectives of Study  

 To investigate the impact of corporate governance practices (transparency, accountability, and 

ethical leadership) on employee trust 

 To evaluate the influence of employee trust on perceived organizational efficacy 

 To offer actionable suggestions for improving governance systems that emphasize compliance 

and employee welfare 

5. Literature Review 

Corporate governance is crucial in fostering employee trust and improving corporate success.  Strong 

governance frameworks—defined by openness, accountability, and ethical leadership—cultivate a 

favourable organizational culture that enhances employee engagement and trust.  This thus enhances 

organizational performance. 

 Effect on Employee Confidence 

Principles like fairness, responsibility, and transparency greatly enhance the development of trust 

among employees.  Embedding these values in corporate governance fosters a climate in which 

employees feel respected, appreciated, and secure, hence augmenting their dedication and productivity 

(May et al., 2023).  Trust functions as a fundamental component of governance by diminishing 

dependence on stringent controls and intricate bureaucratic systems, hence enhancing operational 

efficiency (Larcker & Tayan, 2013). 

 Impact on Organizational Performance 
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Empirical data indicates that essential governance factors—such as board composition, leadership 

capabilities, and the autonomy of audit committees—exhibit a positive correlation with organizational 

performance.  These procedures guarantee that management stays aligned with stakeholder interests, 

resulting in enhanced financial and strategic outcomes (Adebayo & Bakare, 2014).  Moreover, 

governance approaches that comprehensively address the interests of all stakeholders, particularly 

employees, foster long-term sustainable performance by nurturing trust and legitimacy within the firm 

(Hasan et al., 2024). 

 The Significance of Ethics and Corporate Reputation 

Ethical leadership is fundamental to effective government.  It guarantees that managerial actions align 

with stakeholder interests, therefore preserving trust and reducing the risks of organizational failure 

(Sharma & Shukla, 2022).  A robust business reputation, bolstered by uniform governance standards, 

serves as an intermediary between governance procedures and employee commitment.  This improves 

both personal and corporate performance (May et al., 2023).  Nonetheless, the efficacy of governance 

may differ among industries and organizational contexts.  Some sectors may intrinsically encourage 

self-serving conduct, requiring tailored governance frameworks to reduce risk and foster trust (Larcker 

& Tayan, 2013). 

 Governance and Participatory Decision-Making 

Effective governance that fosters transparency and involves staff in decision-making enhances 

stakeholder trust.  When employees view themselves as esteemed participants in the governance 

process, their dedication to organizational objectives intensifies, resulting in enhanced performance 

outcomes (Hasan et al., 2024).  Global case evaluations further confirm that inclusive governance 

fosters sustainable success by cultivating trust. 

 Confidence in Leadership and Team Efficacy 

Strategic decision-making that aligns with corporate culture fosters trust in leadership, a crucial factor 

for cultivating cooperative and high-performing teams.  In the absence of confidence, employees may 

scrutinize governance methods, resulting in diminished collaboration and communication.  

Conversely, trust creates a positive feedback loop that boosts both team synergy and organizational 

efficiency (“Governance Behaviour in Organizations and Team Performance: The Influence of Leader 

Trust,” n.d.). 

 Governance, Employee Retention, and Ownership 

Effective governance frameworks that prioritize executive integrity, board structure, and audit quality 

enhance transparency, accountability, and employee trust.  When employees perceive security and 

appreciation, they are more inclined to maintain engagement and contribute effectively.  Moreover, 

initiatives such as employee share ownership (ESO) can further enhance perceptions of governance, 

resulting in improved job satisfaction and organizational commitment (Thirupathi & Jain, 2025). ESO 

also positively influences psychological factors that strengthen the relationship between governance 

practices and organizational success.  Employees that have shares in the company typically exhibit 

increased commitment and collaboration, hence enhancing organizational performance (Esposito, 

2025). 

 Governance, Job Satisfaction, and Sector-Specific Insights 

In sector-specific research, particularly in the banking industry, good corporate governance (GCG) has 

been shown to impact employee performance indirectly through job satisfaction.  Enhanced 

governance leads to greater employee competence and satisfaction, which in turn positively influences 

performance metrics.  This relationship, while not directly tied to financial outcomes, underscores the 

importance of governance in shaping human capital outcomes (Putri & Achmad, 2024). 

6. Research Methodology  

This study used a quantitative, cross-sectional research approach to empirically investigate the 

influence of corporate governance policies on employee trust and perceived organizational 
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performance.  The research approach is based on a positivist paradigm, employing structured 

questionnaires to gather quantifiable data for statistical analysis and hypothesis testing. 

Population and Sample: The target population consists of people employed in mid-sized firms across 

diverse industries in Pune, Maharashtra, India.  A non-probability purposive sampling method was 

utilized to identify respondents possessing a minimum level of awareness or engagement in 

organizational processes influenced by governance practices. A total of 327 genuine responses were 

gathered and examined.  The sample comprised participants from many industrial sectors, including 

Manufacturing, IT, BFSI (Banking, Financial Services, and Insurance), Pharmaceuticals, and Other 

Services, hence guaranteeing the diversity necessary to generalize findings within the mid-sized 

enterprise group. 

Variables and Measurement Tools: The research emphasizes five major constructs: Transparency, 

Accountability, Ethical Leadership, Employee Trust and Perceived Organizational Performance. Each 

construct was assessed using numerous items derived from validated scales in the available literature. 

All items were evaluated utilizing a 5-point Likert scale, with 1 representing Strongly Disagree and 5 

representing Strongly Agree. The survey was segmented into two sections: 1. Demographic segment 

(Gender, Age, Education, Position, Experience, and Industry) 2. Items based on constructs that assess 

employee opinions regarding governance methods and organizational performance. 

Data collection: Data were gathered over a two-month duration via online and offline methods, 

employing a self-administered structured questionnaire.  Participants were guaranteed secrecy and 

anonymity, and their involvement was completely voluntary. 

Methods of Data Analysis: The data was examined utilizing Structural Equation Modeling (SEM) 

through IBM AMOS.  The examination encompassed: Confirmatory Factor Analysis (CFA) to 

authenticate the measurement model; Testing for reliability and validity (Cronbach's alpha, Composite 

Reliability, Average Variance Extracted); Regression coefficients and path analysis to evaluate 

proposed relationships; Demographic analysis through frequency distributions.  

Hypotheses of Study: Two primary hypotheses were evaluated: 

H1: Transparency, accountability, and ethical leadership significantly enhance employee trust. 

H2: Employee trust exerts a substantial beneficial influence on perceived organizational performance. 

Ethical Considerations: The work adhered to established ethical research protocols.  Participants 

granted informed consent, and no personally identifiable information was gathered.  The study 

complied with the institutional ethical standards. 

7. Data Analysis 

Table- 1- Profile of the respondents (N=327) 

Variable Category Frequency Percent (%) 

Gender Female 112 34.3 

 Male 215 65.7 

Age <25 72 22.0 

 26–35 68 20.8 

 36–45 61 18.7 

 46–55 62 19.0 

 >55 64 19.6 

Education UG 118 36.1 

 PG 118 36.1 
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Variable Category Frequency Percent (%) 

 Professional 91 27.8 

Designation Entry Level 85 26.0 

 Executive 82 25.1 

 Middle 75 22.9 

 Senior 85 26.0 

Experience <1 Year 80 24.5 

 1–3 Years 87 26.6 

 4–6 Years 89 27.2 

 >6 Years 71 21.7 

Industry BFSI 60 18.3 

 IT 59 18.0 

 Manufacturing 81 24.8 

 Pharma 58 17.7 

 Other 69 21.1 

Males (65.7%) outnumbered females (34.3%) in the sample of 327 working professionals.  Age 

distribution was balanced, with 22.0% under 25 and the rest in different age categories. UG and PG 

degree holders were evenly represented (36.1% each), while 27.8% held professional qualifications.  

This suggests a well-educated sample. Entry-Level and Senior positions each had 26%, demonstrating 

different organizational functions.  More than half of respondents had up to 6 years of work experience, 

making their opinions useful for evaluating growing professional attitudes. Manufacturing (24.8%) 

was the most represented sector, followed by Other (21.1%), BFSI (18.3%), and IT (18%).  Cross-

industry representation improves findings' applicability across organizational contexts. 

 Measurement Model and Validity  

        

Figure 1:Measurement Model 
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Table 2- Model Fit Summary (Measurement Model) 

Fit Index Value 

CMIN (Chi-square) 596.3 

Degrees of Freedom (DF) 199 

p-value .000 

CMIN/DF 3.0 

RMR (Root Mean Square Residual) 0.1 

GFI (Goodness of Fit Index) 0.9 

AGFI (Adjusted GFI) 0.8 

PGFI (Parsimony GFI) 0.7 

NFI (Normed Fit Index) 0.9 

RFI (Relative Fit Index) 0.9 

IFI (Incremental Fit Index) 0.9 

TLI (Tucker-Lewis Index) 0.9 

CFI (Comparative Fit Index) 0.9 

PRATIO (Parsimony Ratio) 0.9 

PNFI (Parsimony NFI) 0.8 

PCFI (Parsimony CFI) 0.8 

RMSEA (Root Mean Square Error of 

Approximation) 
0.1 

RMSEA 90% CI 0.1 – 0.1 

PCLOSE 0.0 

NCP (Non-Centrality Parameter) 397.3 (CI: 327.7 – 474.5) 

FMIN 1.8 (CI: 1.0 – 1.5) 

AIC (Akaike Information Criterion) 704.3 

BCC (Browne-Cudeck Criterion) 712.5 

BIC (Bayesian Information Criterion) 908.9 

CAIC (Consistent AIC) 962.9 

ECVI (Expected Cross-Validation Index) 2.2 (CI: 1.9 – 2.4) 

MECVI (Modified ECVI) 2.2 

HOELTER (.05) 128 

HOELTER (.01) 136 

The model fit statistics indicate that the default model demonstrates acceptable fit across most indices: 

CMIN/DF = 3.0, indicating a reasonably good fit; RMR = 0.1 and GFI = 0.9 suggest adequate model 

fit and goodness-of-fit respectively. The IFI, TLI, and CFI values all approach 0.9, indicating a good 

fit relative to the saturated model. The RMSEA of 0.1 (90% CI: 0.1 - 0.1) is below the recommended 

threshold of 0.08, suggesting close fit. In other words, the default model provides a parsimonious 

representation of the data, supported by lower AIC and ECVI values compared to the independence 

model, further suggesting its adequacy in explaining the observed relationships. 

Table 3: Regression Weights: (Group number 1 - Default model) 

   Estimate S.E. C.R. P Label 

T4 <--- Transparency 1.0     
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   Estimate S.E. C.R. P Label 

T3 <--- Transparency 1.1 .1 12.2 ***  

T2 <--- Transparency 1.2 .1 12.8 ***  

T1 <--- Transparency 1.7 .1 16.5 ***  

A5 <--- Accountability 1.0     

A4 <--- Accountability 1.1 .1 17.5 ***  

A3 <--- Accountability 1.1 .1 18.6 ***  

A2 <--- Accountability 1.1 .1 18.6 ***  

A1 <--- Accountability 1.1 .1 17.7 ***  

EL3 <--- Ethical_Leadership 1.0     

EL2 <--- Ethical_Leadership 1.1 .1 21.4 ***  

EL1 <--- Ethical_Leadership 1.0 .1 20.0 ***  

ET1 <--- Employee_Trust 1.0     

ET2 <--- Employee_Trust 1.1 .1 20.1 ***  

ET3 <--- Employee_Trust 1.1 .1 20.0 ***  

ET4 <--- Employee_Trust 1.0 .1 19.1 ***  

ET5 <--- Employee_Trust 1.0 .0 19.9 ***  

ET6 <--- Employee_Trust 1.0 .1 18.6 ***  

POP1 <--- Organizational_Performance 1.0     

POP2 <--- Organizational_Performance .9 .0 21.8 ***  

POP3 <--- Organizational_Performance .9 .0 19.4 ***  

POP4 <--- Organizational_Performance .9 .0 20.6 ***  

The standardized regression weights (factor loadings) for the default model were examined to assess 

how well the observed indicators measured their respective latent constructs: Transparency, 

Accountability, Ethical Leadership, Employee Trust, and Organizational Performance. All factor 

loadings were statistically significant at p < .001, indicating strong associations between observed 

items and their latent variables. 

 Transparency was significantly predicted by its observed variables: T1 (β = 1.7, p < .001), T2 

(β = 1.2, p < .001), T3 (β = 1.1, p < .001), and T4 (fixed at 1.0 for model identification). The 

critical ratios (C.R.) for all items exceeded the threshold of 1.96, indicating significance. 

 Accountability was strongly represented by its indicators: A1 (β = 1.1, p < .001), A2 (β = 1.1, 

p < .001), A3 (β = 1.1, p < .001), A4 (β = 1.1, p < .001), with A5 fixed at 1.0. All items 

demonstrated strong and nearly equal loadings, supporting their consistent contribution to the 

construct. 

 Ethical Leadership was measured by EL1 (β = 1.0, p < .001), EL2 (β = 1.1, p < .001), and EL3 

(fixed at 1.0), all of which showed significant and high loadings, indicating good construct 

representation. 

 Employee Trust was captured by six indicators: ET1 (fixed at 1.0), ET2 (β = 1.1, p < .001), 

ET3 (β = 1.1, p < .001), ET4 (β = 1.0, p < .001), ET5 (β = 1.0, p < .001), and ET6 (β = 1.0, p 

< .001). All factor loadings were significant, demonstrating a strong and consistent 

measurement of the construct. 

 Organizational Performance was assessed using POP1 (fixed at 1.0), POP2 (β = 0.9, p < .001), 

POP3 (β = 0.9, p < .001), and POP4 (β = 0.9, p < .001). The slightly lower factor loadings here 

still fall within acceptable ranges, indicating reliable representation of the latent construct. In 

short, all measurement indicators significantly loaded on their respective latent constructs, 

demonstrating strong convergent validity of the measurement model. These results support the 

reliability and appropriateness of the indicators used for the structural model analysis. 
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Table 4- Reliability Statistics 

 

Latent Variable  Cronbach's Alpha N of Items 

Transparency .878 4 

Accountability .918 5 

Ethical Leadership .891 3 

Employee Trust .929 6 

Perceived Organization 

Performance 

.911 4 

Cronbach’s Alpha values were analysed for each scale to evaluate the internal consistency reliability 

of the latent constructs. All constructs exhibited substantial dependability, surpassing the widely 

recognized benchmark of 0.70 (Nunnally & Bernstein, 1994). Transparency exhibited a Cronbach's 

alpha of .878 across its four items, signifying strong internal consistency. Accountability exhibited 

exceptional dependability, evidenced by a Cronbach’s alpha of .918 across five items. Ethical 

Leadership exhibited a robust alpha value of .891 across three items, indicating significant reliability 

despite the abbreviated scale. Employee Trust achieved the highest dependability score of .929 across 

six categories, demonstrating exceptional consistency among them. Perceived Organizational 

Performance exhibited a Cronbach’s alpha of .911 across four items, indicating exceptional internal 

consistency. The results affirm that each latent variable demonstrates great reliability, hence 

reinforcing the robustness of the measuring scales employed in the study. Consequently, the items for 

each construct can be deemed consistent and credible for subsequent analysis, including Structural 

Equation Modeling (SEM). 

 Hypotheses Testing  

H1- Transparency, Accountability, and Ethical Leadership have a positive impact on Employee 

Trust. 

        
Figure 2: Hypothesis 1- SEM 
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Table 5- Model Fit Summary (H1) 

Fit Index Value 

CMIN (Chi-square) 1170.9 

Degrees of Freedom (DF) 132 

p-value .000 

CMIN/DF (Normed Chi-square) 8.9 

RMR (Root Mean Square Residual) 0.6 

GFI (Goodness of Fit Index) 0.8 

AGFI (Adjusted GFI) 0.7 

PGFI (Parsimony GFI) 0.6 

NFI (Normed Fit Index) 0.8 

RFI (Relative Fit Index) 0.8 

IFI (Incremental Fit Index) 0.8 

TLI (Tucker-Lewis Index) 0.8 

CFI (Comparative Fit Index) 0.8 

PRATIO (Parsimony Ratio) 0.9 

PNFI (Parsimony NFI) 0.7 

PCFI (Parsimony CFI) 0.7 

RMSEA (Root Mean Square Error of 

Approx.) 
0.2 

RMSEA 90% CI 0.1 – 0.2 

PCLOSE 0.0 

NCP (Non-Centrality Parameter) 1038.9 (CI: 933.3 – 1152.1) 

FMIN 3.6 (CI: 2.9 – 3.5) 

AIC (Akaike Information Criterion) 1248.9 

BCC (Browne-Cudeck Criterion) 1253.8 

BIC (Bayesian Information Criterion) 1396.8 

CAIC (Consistent AIC) 1435.8 

ECVI (Expected Cross-Validation Index) 3.8 (CI: 3.5 – 4.2) 

MECVI (Modified ECVI) 3.8 

HOELTER (Critical N @ .05) 45 

HOELTER (Critical N @ .01) 49 

 

The structural model was evaluated through various fit indices to determine its overall appropriateness. 

The model produced a chi-square value of 1170.9 with 132 degrees of freedom, resulting in a normed 

chi-square (CMIN/DF) of 8.9, beyond the optimal threshold (<5); still, chi-square is influenced by 

large sample numbers and model complexity. The goodness-of-fit indices exhibited satisfactory 

performance, with values including GFI = .80, AGFI = .70, and PGFI = .60, signifying a moderate to 

good fit. The incremental fit indices—NFI, RFI, IFI, TLI, and CFI—each yielded values of .80, 

indicating that the model demonstrates significant enhancement compared to the null model and 

maintains relevant associations among variables. The RMSEA value of .20 (90% CI: .10–.20) exceeds 

the usual threshold; nonetheless, it should be evaluated in conjunction with other indices and the 

model's complexity. Nonetheless, the parsimony-adjusted metrics (PRATIO = .90, PNFI = .70, PCFI 
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= .70) indicate a favourable equilibrium between model fit and simplicity. Moreover, the ECVI of 3.8 

and AIC of 1248.9 demonstrate the model's modest predictive capability, with values markedly 

superior to the independence model (ECVI = 17.7, AIC = 5769.8), hence substantiating the robustness 

of the default model. In short, the overall model exhibits an adequate fit, especially regarding relative 

and parsimony metrics. The results validate the specified structural links and confirm the model's 

potential for significant interpretation and application within the research setting. 

 

Table 6 Regression Weights: (Group number 1 - Default model) 
   Estimate S.E. C.R. P 

Employee_Trust <--- Transparency .9 .1 13.6 *** 

Employee_Trust <--- Accountability .2 .0 9.4 *** 

Employee_Trust <--- Ethical_Leadership .1 .0 3.0 .0 

Structural equation modelling was used to test the hypothesized relationships between Transparency, 

Accountability, Ethical Leadership (independent variables), and Employee Trust (dependent variable). 

The standardized regression weights and critical ratios (C.R.) were examined to determine the 

significance and strength of these relationships. Transparency had a strong and significant positive 

effect on Employee Trust (β = 0.90, S.E. = 0.07, C.R. = 13.6, p < .001). This indicates that higher 

levels of transparency are strongly associated with increased trust among employees. Accountability 

also had a significant positive impact on Employee Trust (β = 0.20, S.E. = 0.02, C.R. = 9.4, p < .001), 

although the strength of the relationship was moderate in comparison to transparency. This suggests 

that accountable organizational practices contribute meaningfully to employee trust. Ethical 

Leadership demonstrated a positive but weaker effect on Employee Trust (β = 0.10, S.E. = 0.03, C.R. 

= 3.0, p = .003). Despite being statistically significant, the effect size is relatively small, indicating a 

less pronounced but still meaningful contribution. The results provide strong empirical support for 

Hypothesis H1, indicating that all three factors: Transparency, Accountability, and Ethical 

Leadership—have significant and positive effects on Employee Trust. Among them, Transparency 

emerged as the most influential predictor, followed by Accountability and Ethical Leadership. These 

findings reinforce the importance of open communication, responsibility, and ethical conduct in 

fostering a trusting organizational environment. 

H2- Employee Trust has significant positive impact on Perceived organization performance  

 

Figure 3: Hypothesis 2- SEM 
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Table 7 Model Fit Summary (H2) 

Fit Index Value 

CMIN (Chi-square) 325.9 

Degrees of Freedom (DF) 34 

p-value .000 

CMIN/DF (Normed Chi-square) 9.6 

RMR (Root Mean Square Residual) 0.1 

GFI (Goodness of Fit Index) 0.8 

AGFI (Adjusted GFI) 0.7 

PGFI (Parsimony GFI) 0.5 

NFI (Normed Fit Index) 0.9 

RFI (Relative Fit Index) 0.9 

IFI (Incremental Fit Index) 0.9 

TLI (Tucker-Lewis Index) 0.9 

CFI (Comparative Fit Index) 0.9 

PRATIO (Parsimony Ratio) 0.8 

PNFI (Parsimony NFI) 0.7 

PCFI (Parsimony CFI) 0.7 

RMSEA (Root Mean Square Error of Approximation) 0.2 

RMSEA 90% Confidence Interval 0.1 – 0.2 

PCLOSE 0.0 

NCP (Non-Centrality Parameter) 291.9 (90% CI: 237.7 – 353.4) 

FMIN 1.0 (90% CI: 0.7 – 1.1) 

AIC (Akaike Information Criterion) 367.9 

BCC (Browne-Cudeck Criterion) 369.3 

BIC (Bayesian Information Criterion) 447.4 

CAIC (Consistent AIC) 468.4 

ECVI (Expected Cross-Validation Index) 1.1 (90% CI: 1.0 – 1.3) 

MECVI (Modified ECVI) 1.1 

HOELTER (Critical N @ .05) 49 

HOELTER (Critical N @ .01) 57 

To evaluate the fit of the default structural model, several fit indices were analyzed. The model yielded 

a chi-square value of 325.9 with 34 degrees of freedom, and a CMIN/DF (normed chi-square) of 9.6. 

While this value is higher than the conventional threshold of 5, chi-square-based measures are known 

to be sensitive to sample size and model complexity. The absolute fit indices showed acceptable values: 

RMR = 0.1, GFI = 0.8, and AGFI = 0.7, suggesting moderate model fit. More importantly, the 

incremental fit indices—NFI, RFI, IFI, TLI, and CFI—all reported values of 0.9, indicating a good 

comparative fit relative to the independence model. The RMSEA was reported as 0.2 with a 90% 

confidence interval of 0.1 to 0.2 and a PCLOSE of .00, indicating that while the RMSEA is above the 

ideal threshold of 0.08, the model still retains theoretical and statistical relevance given strong support 

from other indices. Parsimony indices (PNFI = 0.7, PCFI = 0.7) suggest a reasonable balance between 

model complexity and fit. Additionally, AIC (367.9) and ECVI (1.1) values are considerably lower 
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than those for the independence model, indicating better expected performance and generalizability. 

Although the normed chi-square and RMSEA suggest room for improvement, the model shows strong 

incremental and parsimony-adjusted fit indices, supporting its overall adequacy. The results affirm that 

the model is statistically acceptable and theoretically meaningful, validating its use for further 

structural interpretation. 

Table 8 Regression Weights: (Group number 1 - Default model) 

   Estimate S.E. C.R. P Label 

Organizational_Performance <--- Employee_Trust 1.0 .1 16.9 ***  

A regression analysis was conducted to examine the effect of Employee Trust on Perceived 

Organizational Performance. The results indicate that Employee Trust has a significant positive effect 

on Organizational Performance, with a standardized estimate of 1.0, a standard error of 0.1, and a 

critical ratio (C.R.) of 16.9, which is statistically significant at p < .001. This suggests that as employee 

trust increases, perceptions of organizational performance also improve significantly. Hence we accept 

H2.  

8. Practical Implications  

This study's findings provide significant insights for both academics and practitioners seeking to 

improve employee trust and overall organizational success. The significant impact of Transparency, 

Accountability, and Ethical leadership on Employee Trust highlights the necessity for firms to 

emphasize integrity and openness in their operations.  Organizations must implement explicit 

communication protocols, ensure accountability for individuals and teams, and cultivate leadership 

behaviours rooted on equity and ethical principles.  These elements enhance employee trust and foster 

a psychologically secure and supportive workplace culture. Secondly, the substantial beneficial 

influence of Employee Trust on perceived organizational performance underscores trust as a strategic 

organizational asset. Establishing trust among employees is not simply a peripheral issue; it directly 

impacts their perception of the organization's efficacy and success. This discovery indicates that trust-

building initiatives—such as participatory decision-making, transparency in performance 

management, and respectful leadership communication—can enhance organizational reputation and 

efficacy among internal stakeholders. HR professionals and senior management should integrate trust-

enhancing strategies into their strategic planning.  It is advisable to implement regular ethical 

leadership training, anonymous feedback systems, and transparent governance frameworks to 

strengthen trust-related behaviours.  As firms confront escalating complexity and workforce 

expectations, cultivating trust via ethical and transparent leadership is essential, not optional. 

9. Conclusion 

This study offers substantial empirical evidence for the significance of trust-building elements in 

improving organizational results. The findings affirm that openness, accountability, and ethical 

leadership substantially enhance employee trust, which, in turn, exerts a large and statistically relevant 

influence on perceived organizational performance. Although many model fit indices surpassed ideal 

thresholds, including RMSEA and normed chi-square, the aggregate structural models exhibited 

acceptable fit through robust incremental and parsimony-adjusted indices. These findings confirm the 

statistical validity and practical significance of the postulated correlations. This research substantiates 

the assertion that cultivating employee trust by transparent, accountable, and ethical procedures is 

essential for corporate success.  Subsequent investigations may enhance this model by incorporating 

supplementary mediators or examining the influence of organizational culture on these dynamics.  

Nevertheless, the results offer a persuasive basis for managerial initiatives focused on fostering trust 



International Journal of Technology, Management and Social Sciences (IJTMSS) 

[ISSN: 2583-8482] 

                     Volume 4_Issue 1 [Jan-March 2026] 

                www.ijtmss.org                                                             ©All copyrights reserved 
25 

and, thus, enhancing perceived organizational performance. This study offers significant insights into 

the correlation among leadership behaviours, employee trust, and organizational performance; yet, 

numerous opportunities for further research persist.  Longitudinal research could facilitate the 

examination of the enduring impacts of trust-building on real organizational performance, rather than 

merely perceived performance.  Secondly, integrating supplementary variables such as corporate 

culture, communication climate, or psychological safety as mediators or moderators may provide a 

more refined comprehension of these interactions.  Third, broadening the sample to encompass various 

industries, geographies, or organizational sizes could improve the generalizability of the results.  

Ultimately, comparative analyses of public and private sector organizations may elucidate sector-

specific trust dynamics and their distinct effects on performance. 
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