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ABSTRACT

Purpose: Despite the fact that the majority of domestic firms are small in size, there have been few studies
conducted to understand the leadership effectiveness of small firm CEOs. Based on the upper echelon theory,
this study attempts to demonstrate empirically that transformational leadership of small firm CEOs can increase
the innovative behavior of employees. In addition, the present study examines mediating effects of CEO trust
perceived by employees when transformational leadership affects employees’ innovative behavior.
Methods: The survey data of CEOs'transformational leadership, innovative behavior of employees, and per—
ceived CEO trust were collected from 176 employees working in domestic small firms. Hierarchical regression
analyses were performed to examine the main effects between transformation leadership and innovative be-
havior and mediating effects of CEO trust perceived by employees.

Results: The results show that CEOs’ transformational leadership is significantly related to the innovative
behavior of employees in the current sample. Results also indicate that CEO trust perceived by employees
reveals a mediating effect in the process of transformational leadership affecting innovative behavior.
Conclusion: The results show that as suggested by the upper echelon theory, the leadership of small firm
CEOs can have a significant impact on positive job-related behaviors and attitudes of employees. The results

also contribute to expand on the understanding of the relationship between transformational leadership and
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innovative behavior by explaining that transformational leadership can mediate trust in CEOs in enhancing
employees’innovative behavior. Theoretical and practical implications are reviewed, and limitations of the

study and suggestions for future research are addressed.

Key Words: Transformational Leadership, Innovative Behavior, Perceived CEO Trust
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Table 1. Factor analysis results for variables

Variables Items Factorl | Factor2 | Factor3 | Factor4 | Factorb | Factor6 | Factor?

TL 1 118 -.167 180 532 461 191 051

TL 2 .008 .056 300 512 461 330 040

Transformational TL 3 017 084 058 685 216 058 345
Leadership: TL 4 148 345 161 374 333 240 035
ldealized Influence TL 6 .082 370 258 .391 .037 346 .160
TL 7 132 283 .109 613 227 144 183

TL 8 .080 225 038 737 071 134 224
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Variables Items Factorl | Factor2 | Factor3 | Factor4 | Factorb | Factor6 | Factor7
Transformational TL 9 162 231 .239 372 -.015 .385 487
Leadership: TL 10 135 200 286 014 247 071 A87
Intellectual TL 11 026 .080 148 348 117 236 708
Stimulation TL 12 .082 .039 118 306 051 363 761
Transformational TL 13 .098 078 .052 .035 316 .560 703
Leadership: TL 14 015 331 182 .083 .168 658 234
Individualied TL 15 -.010 290 215 119 241 687 228
Consideration TL 16 156 114 329 061 319 553 322
Transformational TL 17 .062 231 .136 .135 187 148 .092
Leadership: TL 18 .092 120 -.041 626 407 -.033 325
Ispirational TL 19 011 102 184 219 752 189 207
Motivation TL 20 135 209 152 258 697 257 214
IB 1 714 .060 231 204 173 073 -.041

IB 2 716 045 238 215 150 063 025

IB 3 799 .160 254 .098 040 007 125

. IB 4 851 048 220 .100 014 053 110
ggg:jfge IB 5 763 .190 206 196 069 078 187

IB 6 732 -.015 182 057 .094 277 212

IB 7 825 119 130 049 048 157 177

IB 8 829 078 115 036 141 134 130

IB 9 763 194 023 -.008 228 086 175

CEO T1 145 627 254 .096 486 062 .190

CEO T2 073 757 140 156 238 165 223

CEO Trust: CEO T3 | -.040 697 310 069 186 188 205
Cognitive Trust | CEO T4 149 655 227 185 046 380 082
CEO T5 122 691 260 181 .066 379 055

CEO T6 014 423 139 402 199 297 298

CEO T7 221 136 770 028 189 .198 198

CEO Trust: CEO T8 187 270 733 078 131 241 .180
CEO T9 235 252 739 036 189 143 139

Affective Trust | CEO T10 019 385 576 170 217 318 144
CEO T11 139 .160 717 176 153 157 306

Eigen Value 15.293 4.433 2.370 1.605 1471 1.145 1.001

% variance explained 39.213 11.368 6.076 4.115 3.773 2.935 2.222

% cumulative var. explained 39.213 50.581 56.657 60.772 64.545 67.478 69.702
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Table 2. Descriptive statistics, correlations, and Cronbach’s alpha

Mean S.D. 1 2 3 4 5 6 7
1. Gender 1.30 458
2. Age 2.48 926 | -.2717
3. Employment Period 3.80 | 1.430 | -.198"| 591"
4. Number of Employees 3.96 | 1.479 .093 | -.086 | -.066
5. Transformational L. 3.45 .606 | -.031 123 156" | -.008| (.932)
6. Innovative Behavior 3.37 711 | -117 717 244 044 44471 (945)
7. CEO’s Trust 3.43 707 | -.113 2147 2227 -.125| .760™| .478™| (.924)

Note. N =176; "p<.01, *p<.05; Gender 1=male, 2=female; Age 1=20s, 2=30s, 3=40s, 4=50s, and 5=60s; Employment Period
1=below 1 year, 2=1~below 3 years, 3=3~below 5 years, 4=5~10 years, 5=10~15 years, and 6=above 15 years; Number of
Employees 1=1~5, 2=6~10, 3=11~20, 4=21~30, 5=31~40, and 6=41~50; Numbers in parentheses on the diagonal are Cronbach’s
alpha values.

= ATlME 2719 CEOS] MEH gyile W%ﬂ@ﬂ%%ﬂiﬁ+ﬁ1“%%uﬁiﬁﬂﬂ
af A BN E AAek3laL, A3HE Table 390 AlAsH

¢§$gaﬁl%ﬂﬂH%KMmamﬂbEﬂm*ﬂ ‘@atﬂ
S



Kim & Shin © The Effect of Small Firm CEOs’ Transformational Leadership on Employees’ Innovative Behavior 69

Table 3. Hierarchical regression analyses for main and mediating effects

Dependent Variable: Innovative Behavior
Variables Model 1 Model 2 Model 3
yel t yel t )l t

Control Age 042 456 .022 .268 -.005 -.062
Variables Employment Period 219" 2.401 .166" 1.987 151 1.838
Ind. Variable | Transformational Leadership 4157 6.121 .196 1.934
Med. Variable CEQ’s Trust 297 2.880

P 061" 229" .264™

AR .168™ .035™

Note. N=176; “p<.01, “p<.05

7 2% A719) CEO®] WA guida) Age] galas o] AA A CEOo gk 21| 7} v 7424 <]
aA o] Y= AE AESHE Aot 7 29 AES 98 Baron and Kenny(1986)7} A|ekst 3¢kA] Axjo] u}
2 w7 Ee] G IdS BATEEGITE WA Sl WA o4 vzl CEOd gk 2ls]ele] AAEE
2F9] EL9kT}. Table 4] Model 20 AAIE AAY 7 WG] AL (B=741, p<ODE Fofnlgh o2 eyttt
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pKODE o 74 19] AARZ fron) et ek mkA e Al WAl GA 2 Table 3] Model 3¢l #AIA€
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Table 4. The effect of Transformational Leadership on CEQO’s Trust

Dependent Variable: CEOQ’s Trust
Variables Model 1 Model 2
B ¢ 5 t

Control Age 127 1.388 .092 1.530
Variables Employment Period 147 1.608 .052 .852
Ind. Variable | Transformational Leadership 7417 15.051

Ve .060™ .594™

AR .534™

Note. N=176; "p<.01, "p<.05

w3k w9 GonAdS gelsty] 98] F712 0 & Sobel BlZ~E(Sobel, 1982)2 AAakith W& 4 2y 4
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