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The Effects of Leadership Type of Micro, Small and Medium Enterprises
Owners and Knowledge Management on Business Performance

Chun-Sub Um" - Heon-soo Jeong™ - Sung-Sook Ahn™*

Abstract

The purpose of this study is to derive practical implications by verifying the influence of MSME owners’
leadership type and management performance on knowledge management. In addition, we tried to verify the
mediating role of knowledge management between the leadership type and management performance of MSME
owners. Leadership types were divided into transformational leadership and transactional leadership.
Transformational leadership consisted of charisma and inspirational motivation, while transactional leadership
consisted of situational rewards and management by exception.

For data collection, we conducted a survey targeting workers in small businesses. After excluding insincere
data that were inappropriate for analysis, we used the remaining 243 samples for empirical analysis. To
test the hypothesis, we adopted regression analysis and three-step mediated regression analysis as analysis
methods. As a result of the empirical analysis, all seven hypotheses derived were supported, and the main
results are summarized as follows.

First, we found that MSME owners’ transformational leadership and transactional leadership had a positive
effect on knowledge management and management performance. Second, we found that knowledge management
of MSME owners had a positive effect on business performance. Third, both transformational leadership and
transactional leadership of MSME owners were found to be partially mediated by knowledge management in
relation to management performance.

Based on these research results, we derived practical implications for MSME owners.
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<Figure 1> Research Model
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E3k o 24549, 22.2%)<} vlolH Su]x A
7+ 774 el 22 A el= (Table el 4z = 23 ezlql ujgd 2412 AAH) Ealo] 2
Howpeh v A - 4 3 elA ARk 71815k AEA] Whalo|glom] 2akEal 7]9]e] EAlat
s o R & cdge] Wl BA A skl o So] Bo|E vlo} FRS Fuslgt) HEAL Y
(Appendix #%), Likert 5% =& AH8-3le] = 229l 71900 Al W2 1A A AL
ke Aew solon], o] uEkow 3 AR g AFHA
it £ ATANE A9 S5 AE 35
3.3 d3E4 o1 5k vlgo] A4 ebruk Aledo] Qlckar bt
== 2k5e] e B4 oiadellA Al9Igh 2, BAe]
331 Xtz 4 [N u Fo s
7Fedt FFERE 2435 9He gk e 2 SPSS 25.0 X2
e Rk 2R TS B g 23 Sl Asknh
(Table 1> Composition of the Questionnaire
Construct Factor Operational definition References
Presenting a vision to the group members and
. charisma sharing it with them to form a strong emotional .
transformational bond Bass and Avolio(1997),
leadership —— - — — Kim(2011)
inspirational Behavior to maximize performance by motivating
motivation group members to achieve vision and goals
contingent reward | Rewarding or providing incentives to group
transactional behavior members to increase motivation Bass and Avolio(1997],
leadership management by | Preliminary inspection or post-mortem punishment Choi(2013]
exception for group members to achieve organizational goals
Kknowledee The process of generating business performance Kang(2017],
mana emint through the creation, use, and diffusion of Gold et al.(2001),
8 knowledge Lumpkin and Dess(1996)
Results created and obtained by members of a
business company to achieve goals.
performance Increase in sales, net profit, ROI, current ratio, Won et al.(2014]
and market share
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332 elnEA st Sy 333 5% =7o| Eigy U M= 2
MERAS B 2 Ee] g 54 A3 a4 elelAlel] i3k e e KMOgkel 0.939,
= (Table 2)9} 3t} Bartlett 734 24 23} x*=1891.045(df=66,

(Table 2> Characteristics of the Samples

frequency ratio(%)

gender male 147 60.5
female 96 39.5

20's age 5 2.1

30's age 18 7.4

age 40's age 32 13.2

50's age 67 27.6

50's age or older 121 49.8

high school graduate or less 43 17.7

education college graduation 41 16.9
university graduation 102 42.0

graduate school graduation or higher 57 23.5

less than 3 years 12 4.9

. 3~5 14 5.8
length of time you worked 5210 % 10.7
more than 10 years 191 78.6

employee 23 9.5

chief, chief 4 1.6

deputy 11 4.5

position managerial rank 26 10.7
deputy general manager 7 2.9

department manager 29 11.9

executive level 77 31.7

etc 66 27.2

manufacturing 78 32.1

service industry 79 32.5

type of company — ﬁr.lance - 31 12.8
distribution business 14 5.8

construction 7 2.9

etc 34 14.0

1~5 62 25.5

6~10 39 16.0

11~20 33 13.6

number of full-time workers

in the company 21-30 16 6.6
31~50 22 9.1

51~100 13 5.3

101 or more 58 23.9

production 40 16.5

sales 57 23.5

office workers 63 25.9

Responsibilities R&D 9 3.7
General Affairs 9 3.7

marketing 18 7.4

etc 47 19.3
Total 243 100.0
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{Table 3> Mediating Effect of Knowledge Management between Transformational Leadership and Business Performance

step B ¢ D F R?
stepl 778 19.238" .000 370.119 606
step? 616 12.154" .000 1477217 1380
Ch step3 186 2.561 011 PM
(m:ﬁin) - I 000 120.310 501
stepl 672 14.101" .000 198.837" 452
step?2 550 10.224" .000 104.540 " .303
M step3 148 2.390° 018 PM
(mesgie;t?i)on) 09 0,08 000 119.482 499

"p<.05, “p<.001.
Ch: Charisma, IM: Inspirational Motivation, PM: partially mediated.

(Table 4) Mediating Effect of Knowledge Management between Transactional Leadership and Business Performance

step B t D F R?
stepl 727 16.444" .000 270.396 529
step2 608 11.898™ .000 141556 370
CRB step3 214 3.247" .001 PM
(m:gf;?m) 542 8.226 000 124191 209
stepl 699 15.1917 .000 230.771° 489
step2 566 10.668™ .000 113.806 321
ME step3 153 2.397 017 PM
(m:gf;?m) 591 9.240" 000 119.516 499

‘p<.05, “p<.01, "p<.00L.
CRB: Contingent Reward Behavior, ME: Management by Exception, PM: partially mediated
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(Appendix]) Measurement Instruments

Construct

Item

transformational
leadership

(Bass and Avolio,

1997 Kim, 2011)

charisma

1. My corporate representative often talks about his beliefs and values to his
employees.

2. My corporate mark makes employees feel proud to work with them.

3. My business leader requires My employees to have a very strong sense of purpose.

o~

. My corporate representatives place more importance on the interests of the
group than on their own.

. My corporate representative takes action to earn respect from employees.

. My corporate representatives consider ethical aspects when making decisions.

. My corporate representative shows his confidence and ability to his employees.

o[ 3| O | Ot

. My corporate representative emphasizes to employees to have a sense of
community.

inspirational
motivation

9. My company representative is very optimistic about the future.

10. My company representatives talk passionately about achieving goals.

Ju—

1. My company representative presents a very strong future vision to employees.

12. My corporate representative instills confidence in employees that they can
achieve their goals.

transactional
leadership
(Bass and Avolio,
1997: Choi, 2013]

contingent
reward
behavior

13. My corporate representative rewards employees for their hard work in any
way.

14. My company representatives clearly discuss who is responsible for achieving
the goals.

15. My company representative clearly presents the compensation to employees
when they achieve their goals.

16. My corporate representative expresses satisfaction when expectations are met.

management
by exception

17. My company representatives pay attention to whether mistakes or deviations
from the established standards and rules occur in advance.

18. My business representatives take care to prevent failures, complaints and
unexpected mistakes from occurring.

19. My corporate representative focuses on not missing the number of cases where
mistakes can occur.

20. My corporate representatives focus on preventing failures due to falling short
of standards.

knowledge
management
(Kang, 2017; Gold et al., 2001;
Lumpkin and Dess, 1996)

1. My corporate representatives effectively create new knowledge from existing
knowledge.

2. My corporate representatives ensure smooth knowledge exchange with other
members.

3. The CEO of My company uses knowledge to solve new problems that arise
while performing work.

4. Minimize trial and error by conveying the CEO's knowledge learned from failures
and mistakes in performance to other CEOs or members.

5. My company representatives are improving work efficiency by reflecting the
knowledge they possess in new tasks.

6. My company representatives are actively using their knowledge in selecting
and operating new businesses.

7. My corporate representatives actively utilize their knowledge in developing
new products.
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