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Abstract

The primary objective of this inquiry is to empirically investigate
the mediating mechanism of organizational trust within the
structural association between transformational leadership and
employees’ receptivity to organizational change. Specifically, it
seeks to determine whether organizational trust acts as a
significant mechanism through which transformational
leadership fosters readiness for change among employees in
Indonesian Islamic banks. The study employs a descriptive
quantitative design using Partial Least Squares (PLS) for data
analysis. Data were collected through purposive sampling, with
a total of 293 banking employees participating by completing a
questionnaire distributed via Google Forms. The responses were
analyzed using SmartPLS software to test both the direct and
indirect effects. The results reveal that transformational
leadership positively and significantly influences organizational
trust. The results also show that organizational trust directly helps
employees become more open to change, confirming that trust
acts as a bridge (mediator) in this process. Essentially, a high
level of trust makes transformational leadership more effective
in helping staff accept new systems. Despite these findings, the
study is limited because it only surveyed bank employees and
focused specifically on mediation analysis. Nevertheless, the
results offer helpful perspectives for stakeholders in Islamic
banks, offering strategies to improve employee well-being and
adaptability during periods of organizational transformation,
especially in the context of recent bank acquisitions in Indonesia.

Keywords: Transformational Leadership, Openness to change,
Organization Trust, Bank Acquisition.
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INTRODUCTION

Organizational change is an inescapable reality in modern business, requiring
sophisticated management strategies to mitigate the resistance inherent in mergers and
acquisitions (M&As). Within the contemporary, hyper-competitive corporate landscape,
organizational change has shifted from a strategic choice to an operational imperative. This
inquiry offers both theoretical and practical contributions; theoretically, it advances extant
literature on leadership and change management by elucidating organizational trust as a critical
mediating mechanism. From a practitioner perspective, the results provide strategic
imperatives for leaders to cultivate a climate of trust, thereby augmenting employee openness
to change—a particularly salient issue amidst Indonesia’s large-scale banking consolidations.
Central to this process is transformational leadership, which proves exceptionally efficacious
in complex, post-acquisition integrations. As change agents, transformational leaders
conceptualize a visionary future trajectory and galvanize collective efforts to actualize
institutional transformation (Vera & Crossan, 2004).

During mergers, transformational leaders help employees accept change by
emphasizing the benefits of a unified future. By inspiring their teams, these leaders keep job
satisfaction and performance high, even when employees feel anxious about the transition (Yue
et al., 2019). Transformational leadership has received considerable attention for its potential
to drive successful change. Leaders who exhibit transformational behaviors—idealized
influence, inspirational motivation, intellectual stimulation, and individualized
consideration—are said to inspire and energize followers to exceed expectations. However,
high-uncertainty environments such as M&As do not guarantee the effectiveness of
transformational leadership. Trust is a key factor that decides whether these kinds of leadership
styles lead to openness to change. Mergers and acquisitions (M&A) have become a prominent
corporate phenomenon recently, driven by the potential to enhance financial performance,
optimize resource allocation, and foster growth and expansion.

The Indonesian Ministry of State-Owned Enterprises (SOEs) instantiated this
consolidation paradigm through the tripartite merger of Bank Syariah Mandiri, Bank BNI
Syariah, and Bank BRI Syariah into Bank Syariah Indonesia (BSI) on February 1, 2021 (OJK,
2019). This strategic alignment was orchestrated to fortify the national Islamic banking
ecosystem and optimize operational efficiencies. However, the integration necessitated the
organizational transition of 20,094 personnel, underscoring the imperative for BSI’s leadership
to employ adaptive styles to navigate the resulting institutional flux. The extant literature
highlights leadership as a paramount determinant of successful organizational transformation.
Notably, empirical evidence from the American Management Association (AMA) identifies
leadership as the preeminent factor in change efficacy, transcending both corporate values and
communication protocols (Gill, 2002). Efficacious leadership not only facilitates the
articulation of vision and the recalibration of organizational culture but also serves to empower
and galvanize the workforce toward collective transformational objectives.

Building upon this theoretical foundation, the present study investigates
transformational leadership as a primary exogenous variable, positing its impact on employees’
openness to change through the mediating mechanism of organizational trust. Transformational
leadership is empirically identified as a precursor to the cultivation of trust, institutional pride,
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and mutual respect, thereby fostering constructive psychological orientations and prosocial
behaviors within the workplace (Braun et al., 2013). Extant research suggests that
transformational leadership demonstrates superior efficacy compared to transactional styles,
particularly within the volatility of organizational transitions (Hill et al., 2011). As a
constitutive element of institutional relationships, organizational trust is established as a pivotal
mediator between leadership behaviors and employee attitudes, including job satisfaction
(Pillai et al., 1999) and collective performance (Braun et al., 2013). High levels of trust enable
personnel to transcend individualistic pursuits, thereby facilitating engagement with
institutional change initiatives and augmenting receptivity to transformation (Weibel et al.,
2016). This inquiry synthesizes perspectives from change management literature, which
delineates diverse behavioral responses such as commitment, readiness, and resistance (Ahmad
& Cheng, 2018; Katsaros et al., 2020). Aligned with the conceptual framework of Yue et al.
(2019), this study elucidates the structural interplay between transformational leadership,
organizational trust, and openness to change within the specific empirical context of the Bank
Syariah Indonesia (BSI) merger.

LITERATURE REVIEW

Transformational leadership is conceptualized as a multidimensional construct wherein
leaders galvanize followers by articulating a shared strategic vision, incentivizing innovation,
and providing idiosyncratic support (Bass, 1985). By embodying exemplary behaviors, such
leaders critically reappraise conventional paradigms and stimulate intellectual engagement,
thereby fostering a culture of creative problem-solving and cognitive flexibility among
subordinates (Henker et al., 2015). Suifan et al. (2018) posit that transformational leaders
cultivate profound affective linkages with their followers, which serve as the bedrock for
institutional trust and organizational identification. This paradigm is consistently correlated
with heightened employee engagement, normative commitment, and structural adaptability
within volatile environments (Mahmood et al., 2019). In the milieu of organizational
transformation, these leaders are pivotal in navigating systemic uncertainty by projecting a
compelling future state and instilling collective self-efficacy. Furthermore, empirical evidence
suggests that transformational leadership optimizes the organizational climate, facilitating the
seamless execution of large-scale systemic shifts (Aarons et al., 2011) and enabling employees
to cognitively reframe change as a developmental prospect rather than an existential threat
(Yue et al., 2019).

Openness to change refers to an individual’s psychological and behavioral readiness to
embrace new organizational practices, processes, or systems (Wanberg & Banas, 2000). This
concept encompasses an employee’s positive attitude towards change initiatives, including a
willingness to explore new ideas and adapt to evolving organizational demands. Research by
Fugate and Kinicki (2008) identified openness to change as a multidimensional construct
involving flexibility, willingness to learn, and receptivity to organizational transformation.
Furthermore, openness to change serves as a precursor to change readiness, which entails not
only the psychological preparation for change but also the proactive steps employees take to
implement it (Axtell et al., 2002). Employees who exhibit high levels of openness to change
are more likely to support change initiatives and engage in behaviors that contribute to
successful transformation outcomes (Yue et al., 2019). Organizational interventions that foster
a positive change climate can significantly enhance openness to change, reducing resistance
and increasing collaboration during transitions (Thien, 2019).

Organizational trust is a key part of managing change. It is defined as an employee's
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willingness to rely on their organization based on expectations of its reliability, competence,
and kindness (Mayer et al., 1995). Trust is essential for building employee commitment,
encouraging teamwork, and reducing resistance during transitions (Dirks & Ferrin, 2002).
When trust is high, employees feel safe and supported, allowing them to adapt to new changes
without fearing failure (Rawlins, 2008). Managerial trustworthiness is especially important
because it promotes positive attitudes that lead to successful results (Ertiirk, 2008).
Furthermore, trust helps reduce the stress of uncertainty by reinforcing the belief that the
organization has good intentions (Oreg, 2006). Studies show that trust often acts as a bridge
(mediator) between leadership styles and employee engagement (Braun et al., 2013). For
example, transformational leaders who are honest and transparent create a "trust-rich"
environment that helps staff accept change with confidence (Yue et al., 2019).

Extant literature yields divergent empirical findings regarding the efficacy of leadership
in fostering trust during organizational transitions. While certain scholarly works (Braun et al.,
2013; Hill et al., 2011) demonstrate a robust positive correlation between transformational
leadership and organizational trust, others (Oreg, 2006; Ertiirk, 2008) contend that within
highly volatile environments, leadership interventions alone may be insufficient to mitigate
deep-seated skepticism and apprehension. Specifically, employee resistance may persist
despite leadership efficacy if a perceived incongruence exists between institutional rhetoric and
substantive organizational actions. Nevertheless, numerous empirical inquiries have
corroborated the link between transformational behaviors and the cultivation of trust. Aarons
et al. (2011) underscore that transformational leadership serves as a critical driver of a
constructive organizational climate, particularly within entities undergoing profound systemic
shifts. By articulating a strategic vision that harmonizes institutional objectives with individual
employee aspirations, transformational leaders institutionalize a climate of psychological
safety and reciprocal respect.

Carter et al. (2013) established that transformational leadership substantively augments
the quality of dyadic relationships—specifically Leader-Member Exchange (LMX)—during
periods of organizational transition. These enhanced relationships, in turn, catalyze superior
task performance and foster Organizational Citizenship Behavior (OCB) among subordinates
(Farahnak et al., 2019). Transformational leaders cultivate institutional trust by prioritizing the
alignment of personnel development with organizational objectives while simultaneously
leveraging intellectual stimulation to enable employees to cognitively reframe systemic
challenges as catalysts for professional maturation (Braun et al, 2013; Yue et al., 2019). This
leadership paradigm not only institutionalizes trust but also galvanizes proactive engagement
with change initiatives. Within the specific milieu of the Indonesian Islamic banking merger,
transformational leadership emerges as a critical mechanism for navigating institutional flux
while simultaneously fortifying organizational trust.

H1. Transformational leadership has a positive effect on openness to change.

Trust is a cornerstone of effective organizational change. As validated in numerous
studies (Ki & Hon, 2007), trust in leadership and the organization significantly impacts
employee attitudes and behaviors during transitions. Yue et al. (2019) emphasized that
organizational trust is a key enabler of employee cooperation, communication, and engagement
during change processes. Rawlins (2008) argued that trust aligns employee interests with
organizational goals, fostering a collaborative environment. Similarly, Ertlirk (2008) noted that
trust in management promotes positive employee attitudes toward change, reducing resistance
and enhancing readiness. Conversely, Oreg (2006) found that a lack of trust undermines
perceptions of change legitimacy, leading to increased resistance and reduced engagement. In
the context of organizational change, employees with high organizational trust are more likely
to support change initiatives and exhibit openness to new opportunities. This study posits that

organizational trust significantly influences employees’ openness to accepting and embracing
- . - - ]
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change.
H2. Organizational trust by employees has a positive effect on openness to accept change.

Organizational trust is an employee’s willingness to rely on their company because they
believe it is capable, reliable, and has good intentions (Mayer et al., 1995). During mergers
(M&As), this trust is often damaged by fears about job security, culture clashes, and poor
communication. Because of this, it is important to study trust as a "bridge" (mediator) between
leadership and change. Research shows that transformational leaders can build trust, which
then helps employees accept new changes (Yue et al., 2019). However, trust is not automatic.
In a merger, employees may still feel more loyal to their original company. If leadership seems
manipulative or ignores the company's past values, they may fail to build any trust at all
(Stouten et al., 2018).

Prior research has substantiated that organizational trust plays a central mediating role
in linking transformational leadership to openness to change. By emphasizing transparency and
value congruence, transformational leaders establish a foundation of trust that is essential for
navigating change. As Groves (2016) highlights, the value-driven nature of this leadership style
reinforces trust, thereby enhancing the workforce's readiness for transition. Furthermore, Yue
et al. (2019) emphasize that the influence of leadership on employee attitudes is often indirect,
operating through the lens of trust. This institutional trust enables employees to view change
as a constructive opportunity, fostering a climate of acceptance rather than resistance. This
research follows this premise, arguing that organizational trust acts as an essential bridge that
facilitates and amplifies the effects of transformational leadership on employee openness to
change.

H3. Organizational trust by employees mediates the relationship between transformational
leadership and openness to change.

The hypothesis framework outlined above is illustrated in Figure 1 of this article,
providing a visual representation of the relationships among transformational leadership,
organizational trust, and openness to change.

Organizational
Trust by
Employees

Transformational
Leadership

Openness to
Change

____________________________________________________

Figure 1. Conceptual Framework

METHOD

This study uses a quantitative approach to measure research variables and test
hypotheses using statistical analysis (Neuman, 2014). This approach is particularly suited for
evaluating the predictive relationships between transformational leadership and openness to
change, while simultaneously examining the mediating function of organizational trust.
Following the heuristics provided by Hair et al. (2019), Partial Least Squares Structural
Equation Modeling (PLS-SEM) was selected due to its efficacy in managing multi-indicator
exploratory models, its robustness against non-normal data distributions, and its applicability
to moderate sample sizes. The PLS-SEM framework enables a concurrent evaluation of the
measurement model (assessing psychometric validity and reliability) and the structural model
(facilitating path analysis), thereby affording a comprehensive synthesis of the delineated
theoretical framework (Gloria, 2025). Primary data were elicited through structured
-
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questionnaires from a cross-sectional sample, as illustrated in the conceptual framework
(Figure 1). This exploratory study aims to elucidate emergent correlations and provide a
nuanced explanation of the phenomena associated with the organizational subjects. The sample
size was systematically determined utilizing the Slovin formula, with data analysis techniques
encompassing both descriptive statistics and multivariate SEM analysis.

Formula:n=N/(1 +N *e " 2)

Description: n = sample size; N = population size; e = margin of error (error tolerance)
If the population is 1000 and the margin of error is 5%, then n = 1000 / (1 + 1000 *
0.05 ~ 2)=286.

Therefore, it can be decided that the number of samples in this study is 293 people,
greater than 286 (according to Slovin's calculations). The sample selection in this study used
certain criteria, so the technique used was purposive sampling. The first sample criteria are
employees of Bank Syariah Indonesia who have worked for three years. This study specifically
focuses on employees who have worked for three years or more. We justify this choice because
these individuals have experienced both pre- and post-merger organizational climates and
leadership styles. Their insights are particularly valuable in evaluating how transformational
leadership interacts with long-standing trust relationships and openness to change.

In the Bank Syariah Indonesia (BSI) merger process, employees who previously had
their respective leaders, consisting of Bank BNI Syariah, BRI Syariah, and Mandiri Syariah,
must experience the merger process with the change in existing leadership. The distribution of
questionnaires using Google Forms was limited to 300, and 293 were returned. 7 respondents
could not be used because they did not meet the criteria set out in this study, so 293
questionnaires could be processed.

Using SmartPLS 3.2.7 software, the convergent validity of the research variables
(transformational leadership, openness to change, and organizational trust) was assessed by
evaluating the factor loadings and the average variance extracted. Reliability was confirmed as
Cronbach’s alpha values for transformational leadership, openness to change, and
organizational trust all exceeded 0.7. Individual indicator reliability was established by
verifying that outer loadings remained above 0.7; consequently, items OTE1, OTE2, OTEA4,
TL1, and TL3 were removed following the iterative refinement process recommended by Hair
et al. (2014). Convergent validity was further validated by the Average Variance Extracted
(AVE), which yielded values between 0.571 and 0.907—well above the 0.50 minimum
threshold (Hair et al., 2010). These results collectively indicate that the measurement model
possesses satisfactory convergent validity and reliability for subsequent structural analysis.

The process of distributing the questionnaire to employees of Bank Syariah Indonesia
was carried out with permission from the branch office in one of the cities in Central Java.
With the assistance of an employee, the questionnaire survey link was distributed to several
employees of Bank Syariah Indonesia across various regions in Central Java, resulting in a
total of 293 respondents participating in this study. Based on the results of data processing in
Table 1, male respondents, 152 people or 51.8%, dominated in filling out the questionnaire in
this study. There were 141 female respondents, accounting for 48.2% of the total. It can be
concluded that employees or workers in banking companies are still more in demand by men
compared to women.

The results of data processing also show that the age range that dominates respondents
in filling out the questionnaire in this study is 31-35 years, with as many as 114 people, or
38.9%. For employment status, the dominant respondents are at the back-office level with a
total of 156 people, or 53.2%. The last educational characteristic that dominates respondents

in this study is S1/D4 graduates, as many as 190 people, or 64.8%. Then, for the length of work
. |
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of BSI employees who participated in filling out the questionnaire in this study, the work period
range is 3 to 5 years for as many as 184 people, or 62.8%.

Table 1. Demographic Characteristics

Demographic Characteristics Amount Percentage
Male 152 51,80%
Gender Female 141 48,20%
Total 293
17-20 y.0 0 0
21-25y.0 43 14,70%
Age 26-30y.0 94 32,40%
31-35y.0 114 38,90%
35-40y.0 34 11,60%
>40y.0 8 1,70%
Total 293
Frontliner 98 33,40%
Employment Status Back Office 156 53,20%
Manager 34 11,60%
BOD 5 1,70%
Total 293
SHS/Diploma 69 23,50%
Last Education S1/D4 190 64,80%
S2 32 10,90%
S3 2 0,90%
Total 293
3 - 5 years 184 62,80%
Length of Work 5,5 - 10 years 56 19,11%
> 10 years 53 18,80%
Amount 293

RESULT

Construct validity was established through Confirmatory Factor Analysis (CFA), with
standardized factor loadings exceeding the 0.60 threshold serving as the primary criterion for
indicator retention (Hair et al., 2014). Convergent validity was further substantiated by
ensuring that the Average Variance Extracted (AVE) for each latent construct surpassed the
recommended 0.50 benchmark (Hair et al., 2014). To evaluate the internal consistency and
reliability of the measurement instruments, Composite Reliability (CR) was employed,
adhering to the conventional heuristic of > 0.70 (Hair et al., 2014). As evidenced by the
empirical data presented in Table 2, all research constructs demonstrated robust validity and
reliability, satisfying the requisite psychometric requirements for further structural analysis.

Following the preliminary pilot study, initial assessments revealed that several
indicators exhibited inadequate psychometric properties. To address these deficiencies and
stabilize the model, the survey was subsequently administered to a more extensive respondent
pool. However, despite the sample expansion, certain items—specifically OTE1, OTE2,
OTE4, TL1, and TL3——consistently failed to satisfy the requisite factor loading and Average
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Variance Extracted (AVE) benchmarks. Consequently, these indicators were expunged from
the final measurement model to ensure structural integrity and maximize the convergent
validity of the latent constructs.

In accordance with the heuristics provided by Hair et al. (2017), items exhibiting outer
loadings within the 0.40 to 0.70 range were considered for deletion, contingent upon the
subsequent enhancement of the construct's reliability and validity metrics. Upon execution of
this analysis, all latent constructs achieved AVE values exceeding the minimum 0.50 threshold.
This outcome validates the convergent validity of the model, ensuring that the selected
indicators explain a significant proportion of the variance in their respective constructs.
Consequently, the measurement model demonstrates high structural integrity, providing a
robust foundation for the assessment of the structural model.

Furthermore, internal consistency reliability was assessed to ascertain the stability and
precision of the measurement instruments employed in this study (Cooper & Schindler, 2014).
Within the Structural Equation Modeling (SEM) framework, Composite Reliability (CR) is
favored over traditional metrics as it provides a more nuanced evaluation of construct
reliability. Pursuant to the heuristics established by Hair et al. (2014), a latent construct is
deemed to possess satisfactory internal consistency when its CR value exceeds the 0.70
threshold. The reliability analysis was executed utilizing the SmartPLS 3.0 software suite. As
evidenced by the empirical data presented in Table 2, all latent constructs surpassed the
requisite 0.70 benchmark, thereby confirming the robust reliability and structural integrity of
the proposed measurement model.

Table 2. The Result of AVE and CR

Variable name Measurement Loading Average Variance Composite
Items Extracted (AVE) Reliability (CR)
TL1 0,407
TL2 0,641
Transformat.ional TL3 0,461 0.724 0913
Leadership TLA4 0,554 ’ ’
TL5 0,958
TL6 0,781
OTEl 0,195
OTE2 0,363
Organizations Trust by OTE3 0,713 0.628 0.788
Employees OTE4 0,441 ’ '
OTES 0,967
OTE6 0,968
OTC1 0,874
OTC2 0,895 0,561 0,831
OTC3 0,793
Openness to Change OTC4 0,839

This study uses data analysis techniques using structural equality modeling (SEM) to
test the relationship between independent variables and dependent variables and their
.. |
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mediation effects. The software used in this study to conduct descriptive statistical analysis is
SmartPLS, which is a data analysis tool based on Partial Least Square (PLS). Testing using
partial least squares is carried out on model suitability analysis before continuing with path
analysis. Kock (2018) created a model suitability category with the following criteria: small
suitability if the Tenenhaus GoF value is > 0.10, moderate suitability if the Tenenhaus GoF
value is > 0.25, and strong suitability if the Tenenhaus GoF value is > 0.36. Table 3 displays
the Tenenhaus GoF value for your reference. Which is 0.169, meaning that the model built has
a small suitability. The GoF results suddenly show that the model in this study is not strong,
but it can explain the phenomena that occur in this study.

Table 3. Model Fit

Indicator Result
R-Square =1.000, acceptable if >= 0.9, ideally = 1 Ideal
Tenenhaus GoF Tenenhaus GoF (GoF)=0.169, small >= 0.1, medium >= 0.25, large >= 0.36 Small

To mitigate the sensitivity limitations associated with the Fornell-Larcker criterion and
cross-loadings (Henseler et al., 2015), this inquiry employed the Heterotrait-Monotrait
(HTMT) ratio as the primary validation protocol (Henseler et al., 2016). A dual-assessment
approach was utilized to confirm the distinctiveness of the research variables. The Fornell-
Larcker results in Table 4 indicate that the square root of the AVE for each latent variable
consistently surpassed its inter-construct correlations. This was further corroborated by the
HTMT analysis, where all ratios fell within the prescribed benchmark of < 0.90. Collectively,
these metrics confirm that each construct in the model is statistically unique and theoretically
distinct, providing a sound foundation for structural path analysis.

Table 4. HTMT (Heterotrait-monotrait ratio)

Variable Openness to Organizational Trust by Transformational
Change Employees Leadership

Openness to Change 0,503

Organizational Trust by 0.434 0.752

Employees ’ ’

Transformational Leadership 0,122 0,723 0,757

This inquiry sought to empirically investigate the predictive influence of
transformational leadership on organizational trust and openness to change within the strategic
milieu of banking consolidations in Indonesia. A focal point of the investigation involved
assessing the mediating function of organizational trust in bridging the nexus between
leadership behaviors and employee receptivity toward transition. The comprehensive path
analysis—synthesizing standardized coefficients and hypothesis validation—is delineated in
Table 5 and Figure 2, affording a holistic synthesis of the proposed structural framework.
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Figure 2. Result of Path Coefficient

Table 5. The Hypothesis Result

Standardized

Hypothesis Crltlgal Regression Hypqthems
Ratio Wei decision
eight

H1: Transformational leadership has a Not
positive effect on organizational trust by 1,154 0,095

Supported
employees.
H2: Organizational trust by employees has
a positive effect on openness to accepting 12,363 0,572 Supported
change.
H3: Organizational trust by employees Not
mediates transformational leadership 0,671 0,043

Supported

towards openness to change

The path coefficient analysis revealed no support for Hypothesis 1. Although
transformational leadership exhibited a positive relationship with organizational trust, this
effect was not statistically significant (critical ratio = 1.154, p > 0.05). These findings suggest
that, in the context of mergers and acquisitions, transformational leadership does not
significantly enhance organizational trust among employees. This result is in contrast to prior
studies, such as those by Yue et al. (2019), which reported a positive relationship between
transformational leadership and organizational trust. This discrepancy may be attributed to the
early stages of the merger process, where employees may not have fully developed trust in the
leadership.

In contrast to previous findings, Hypothesis 2 received significant empirical support.
Statistical analysis indicates that organizational trust is a potent predictor of openness to
change, yielding a critical ratio of 12.363 and achieving significance at the p < 0.05 level. This
alignment with prior research—such as Yue et al. (2019)—reaffirms that trust is a foundational
prerequisite for positive employee orientations during transitions. Furthermore, the data
suggests that institutional trust, fostered through transparent communication and inclusive
change management, serves as a critical buffer against change-induced resistance. Ultimately,
when employees maintain a high degree of confidence in organizational integrity, they
.
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demonstrate significantly higher levels of engagement with new strategic directions.

Hypothesis 3 was rejected as the statistical analysis yielded no significant support for
the mediating role of organizational trust (CR = 0.671; p > 0.05). While transformational
leadership maintained a direct positive influence on openness to change, organizational trust
failed to bridge this relationship. This finding represents a notable departure from extant
literature, such as studies by Yue et al. (2019) and Hill et al. (2011). A plausible explanation
for this divergence lies in the recent timing of the 2021 merger. Given that institutional trust is
a cumulative construct, the short duration since the merger may mean that employees have not
yet established the deep-seated confidence necessary for trust to act as a robust mediator during
this transitional period.

In summary, the results of this study reveal that while organizational trust plays a
significant role in facilitating openness to change, transformational leadership alone does not
appear to have a direct or mediated effect on organizational trust. The lack of significant
findings for Hypothesis 1 and Hypothesis 3 indicates that the effects of transformational
leadership on trust and change acceptance may be contingent upon additional contextual
factors, such as the timing and nature of the organizational change process. The non-
significance of Hypothesis 1 suggests that during the early stages of the merger, employees
may not have perceived the transformational leadership behaviors as sufficiently impactful to
foster trust in the organization. The lack of mediation in Hypothesis 3 implies that employees'
openness to change might be more directly influenced by the characteristics of the leadership
itself, rather than mediated through the trust employees place in the organization.

The empirical outcomes extend current theoretical frameworks by highlighting the
intricate and non-linear dynamics between leadership behaviors and employee receptivity to
change during banking integrations. These results call for a more granular exploration of
contextual factors; specifically, future research should investigate how the 'timing' of
leadership initiatives and the maturity of the organizational climate influence the effectiveness
of trust-building efforts during periods of institutional volatility.

DISCUSSION

The findings of this study offer several important insights into the relationships between
transformational leadership, organizational trust, and openness to change, particularly in the
context of mergers and acquisitions in Islamic banks in Indonesia. The results of the path
coefficient analysis revealed that while organizational trust significantly influenced openness
to change, transformational leadership did not have a direct or mediated effect on trust or
change acceptance, which warrants further exploration and discussion.

The empirical rejection of Hypothesis 1, which posited a positive correlation between
transformational leadership and organizational trust, suggests that transformational behaviors
were insufficient to catalyze institutional trust during the nascent stages of the merger. This
finding diverges from the foundational theoretical tenets of Bass (1985) and contemporary
research by Yue et al. (2019), both of which identify transformational leadership as a primary
antecedent of trust. This discrepancy may be attributed to the temporal proximity and ongoing
volatility of the bank's consolidation; as personnel navigate significant structural
reconfigurations, the crystallization of institutional confidence may be subject to a
developmental lag. Furthermore, grounded in social exchange theory (Blau, 1964), trust-
building is a cumulative process predicated on reciprocal stability and perceived mutual
benefit. In the high-uncertainty milieu of an M&A, the pervasive ambiguity regarding future
outcomes likely obstructs the formation of trust, regardless of leadership orientation. This
observation is congruent with Hill et al. (2011), who noted that employees undergoing
institutional upheavals often exhibit heightened skepticism toward leadership intentionality.

The empirical validation of Hypothesis 2, which demonstrates that organizational trust
L |
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exerts a statistically significant positive influence on openness to change, is congruent with the
findings of Yue et al. (2019) and Allen et al. (2007). These scholars posit that institutional trust
is a pivotal antecedent to employees' willingness to accept and proactively engage with
structural transitions. The robust relationship observed in this inquiry suggests that institutional
credibility serves to attenuate uncertainty, thereby fostering favorable psychological
orientations toward change (Rawlins, 2008). Within the volatile milieu of mergers and
acquisitions, the salience of trust appears to be amplified; employees exhibited higher
receptivity when they perceived the organization as possessing high integrity and a transparent
commitment to the integration’s success. Consistent with Rawlins (2008), ethical and
transparent communicative practices catalyze trust, which subsequently mitigates change-
induced anxiety and resistance. Consequently, in the Indonesian Islamic banking context,
organizational trust functions as a critical psychological buffer, facilitating a more seamless
transition during the consolidation process.

The non-significant findings for Hypothesis 3, which hypothesized that organizational
trust mediates the relationship between transformational leadership and openness to change,
present a noteworthy divergence from previous studies (Yue et al., 2019; Hill et al., 2011).
While transformational leadership and organizational trust are often seen as key drivers of
change, the results suggest that in this particular context, the direct influence of
transformational leadership on openness to change may be more pronounced than any
mediating effect of trust. This is an interesting finding, as it implies that leadership behaviors,
rather than the trust employees place in the organization, may directly impact their readiness
to embrace change. The lack of a mediation effect could be explained by the timing of the
study, which was conducted at an early stage of the merger process. Employees might have
perceived transformational leadership behaviors as a sign of hope or guidance during uncertain
times, making them more likely to embrace change directly, rather than through trust-building
processes. Additionally, the specific organizational context of Islamic banks undergoing
mergers may present unique dynamics that differ from those found in other sectors.

Furthermore, insights from related studies on organizational behavior support these
findings. Research on work flexibility and work culture shows that flexibility in adapting to
change has a stronger effect on satisfaction and performance than organizational culture,
particularly when the latter lacks strong shared values (Fatmawati, 2024). This resonates with
the current study, where transformational leadership did not immediately translate into trust,
suggesting that employees may prioritize adaptive practices and tangible organizational
support over abstract cultural or leadership ideals during times of uncertainty. Similarly,
research on group contribution effectiveness highlights the importance of initiative,
responsibility, and especially backup behavior in fostering collective trust and effectiveness
(Sentosa et al., 2025). These findings reinforce the idea that trust and openness to change are
not merely the result of formal leadership behaviors but are also shaped by mutual support,
transparent communication, and active involvement within organizational groups. In merger
contexts, employees may be more persuaded by practical demonstrations of reliability and
collaborative effort than by inspirational leadership rhetoric alone. Taken together, these
perspectives suggest that while transformational leadership remains an important framework,
its impact on trust and openness to change may be contingent upon contextual factors such as
organizational adaptability, employee collaboration, and transparent communication practices.

This calls for future research to further explore how leadership behaviors interact with
work flexibility and collective responsibility to foster sustainable trust during organizational
transitions. In contrast to studies that portray transformational leadership as universally
effective, this research also draws comparisons with prior findings that report different
outcomes, especially in contexts marked by cultural or organizational turbulence. For instance,

while Braun et al. (2013) support the mediating role of trust, others like Rego & Devila (2017)
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caution that leadership behaviors may not translate into trust without consistency in
communication and structural support.

CONCLUSION

The present inquiry yields significant theoretical and empirical insights into the
structural dynamics between transformational leadership, organizational trust, and openness to
change within the strategic milieu of M&A integrations in the Indonesian Islamic banking
sector. The analysis provides divergent empirical outcomes for the proposed hypotheses,
offering nuanced findings with profound implications for both theory and practice. The
empirical rejection of Hypothesis 1—which posited a positive correlation between
transformational leadership and organizational trust—suggests that transformational behaviors
were insufficient to catalyze institutional trust during the nascent stages of the merger. This
underscores the necessity of accounting for temporal exigencies and contextual boundary
conditions that may moderate leadership efficacy during periods of heightened systemic
uncertainty. Conversely, the study provides robust validation for Hypothesis 2, confirming that
organizational trust is a significant predictor of employee openness to change. This alignment
with extant literature reinforces the role of trust as a pivotal psychological mechanism that
facilitates change receptivity, suggesting that institutional credibility is a prerequisite for
mitigating resistance and fostering proactive engagement during large-scale organizational
transitions.

The rejection of Hypothesis 3 indicates that the mediating role of organizational trust
was not statistically substantiated, suggesting instead that transformational leadership has a
robust direct association with openness to change. This finding implies that in the immediate
aftermath of a merger, the visionary and motivational aspects of leadership may impact
employee morale more rapidly than the slower process of trust-building. This research
highlights the intricate nature of leadership during banking consolidations, where the direct
efficacy of transformational behaviors may outweigh mediated pathways in the short term. For
practitioners, this emphasizes that while leadership is crucial, building foundational trust is a
long-term endeavor requiring consistent, transparent engagement. Future research is
encouraged to investigate additional boundary conditions that might influence these
relationships and to track the evolution of leadership-trust dynamics over extended post-merger
periods.

From a managerial perspective, these findings underscore the importance of fostering
organizational trust, particularly during times of significant change such as mergers and
acquisitions. However, the results also suggest that transformational leadership alone may not
be sufficient to build trust in the organization. Leaders must be aware that their actions during
mergers may not immediately translate into increased trust, and they should focus on creating
an environment of transparency and communication to alleviate employee concerns. Moreover,
while transformational leadership may not directly influence organizational trust, it appears to
play a critical role in facilitating openness to change. Therefore, leaders should continue to
exhibit behaviors that support and guide employees through change, emphasizing clear
communication and emotional support.

LIMITATION

Several limitations inherent in this study provide avenues for future academic
exploration. A primary constraint is the study's cross-sectional nature, which restricts the
ability to ascertain temporal precedence between the variables. Future inquiries would benefit
from time-lagged or longitudinal approaches to more accurately map the influence of
leadership on trust-building over time. Additionally, because the data were elicited exclusively

from Islamic banks in Indonesia, the findings may possess limited generalizability to
.y |

VOLUME 9, ISSUE 2, OCTOBER 2025 151




E REVIEW OF MANAGEMENT AND ENTREPRENEURSHIP (RME)

conventional banking or non-financial sectors. Future research is encouraged to replicate this
model across varied organizational landscapes to validate its consistency. Lastly, expanding
the structural model to include moderating factors—such as organizational culture or specific
types of change resistance—would afford a more nuanced understanding of the complex
relationship between leadership behaviors and employee attitudes during large-scale
transformations.

In light of the findings, we propose practical recommendations for leaders: beyond
employing transformational leadership behaviors, they must also engage in transparent
communication and consistent follow-through and involve employees in the change process to
proactively rebuild trust. Mechanisms such as frequent feedback sessions, leadership visibility,
and authentic acknowledgment of employees’ concerns are key. In summary, this research
addresses a critical gap by investigating not just the direct effects of leadership on change
acceptance, but also the indirect mechanisms through which trust facilitates or hinders this
process—thereby providing a nuanced view for both scholars and practitioners.
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