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A study on the effect of start-up CEO’S ethical leadership and
transformational leadership on organization performance

Do-Youn Jeong, Young-Wook Seo

Division of Business Consulting, Daejeon University

£ ABBAUN $Y719e] FYoh LUl AR GLE ol CEO eiel W A7)
A7 Y719 CEOY 2uld U ACHARY, 394, Aol 2T 2a1E 5

i

@

_EL

e
Ko

=9 CEOS) WalA) eici o] A|AHAE FAH 24 Hall ol AT e
A CEOY 2HA F3cl we 2AGIE EASHT £ AFs 190l AU 939 o= HE A
204 79 ulgke] dEle 7 & 410709) 719S O R Smart PLS 3.0 AM8-5}o]
Ao wWEH, CE0Q R4 uARAY, 344, ) 4 HyF uie 47
A JFL FE= AoE Yeith 283 97 £33 9 7| 7 dA Tl FE o

rﬂHu

=2 rjo

Abstract In a market environment where competition is intensifying, there is a need for research on CEO
leadership, which has a profound effect on the growth and development of start-ups. This study
examined the effect of the entrepreneurial CEO's ethical leadership (people-orientation, fairness, and
responsibility) on organizational performance through ethical culture and also examined the effect of the
CEO's transformational leadership on organizational performance through firm innovation. The
organizational performance was analyzed according to the CEO's leadership type. Statistical analysis was
conducted using Smart PLS 3.0 for 410 companies with more than 2 years and less than 7 years of work
experience surveyed by employees who had been in service for more than 1 year. According to this
study, CEO's ethical leadership (people-orientation, fairness, and responsibility) and transformational
leadership had a positive effect on ethical culture and corporate innovation, respectively. Ethical culture

and corporate innovation had a positive effect on corporate performance.
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Fig. 1. Research Model
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Table 1. The Characteristics of a survey sample

Cat . R F . Ratio Cat . R F . Ratio
ategories ange requencies| ) ategories ange requencies|
.Machinery . 63 154 less than 100 million 19 4.6
Information Communication 60 14.6 Less than 1 to 500 million 53 13.0
Business Bl tB_l(?t/l\;I;dlC?l ) gg %é; Sal Less than 5 to 1 billion 64 15.5
Field S oo 57 06 ates Less than 1 to 3 billion 93 22.7
v ’ Less than 3 to 5 billion 52 12.7
Energy and Resources 31 7.6 More than 5 billion 129 315
Knowledge Service 61 14.8 ’
Less than 1-3 years 88 21.5 Offiscaelersnir)lsger 22235 555 40
Company Less than 3-5 years 146 35.6 Job R&D Po]sition 83 203
History Less than 5-7 years 176 42.9 Group Production Technician 53 13.0
Etc 26 6.3
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Table 2. The characteristics of measurment variables

Variable items Charactensncs' of Reference
measurement variables
CEO [CPOO1 |Dedicate time to employees
People | CPO02 |Attention to employee needs
Orienta|CPOO03 |Interest in personal
-tion development of employees
( A1) |CPOO4|Concern for employee issues
CFNO1 |Decision-making based on
accurate collected information Brown
CFNO2 |Consistent decision-making et al.
CEO CEO based on objective criteria (2005)
) Fairness | CFNO3 |Act in consideration of the [12]
Ethical h A
Leader (A2) rights of employees
—ship CFNO4 |Action considering multiple | kalshov
points of view en et al.
CFNO5 | Fair performance compensation| (2011)
CRSO01 |Responsibility to society (17]
CRS02 |Long-term relationship with
CEO .
Respon buS{nESS partners )
_sibility CRSO03 |Environmentally friendly
(13) business process
CRS04 |Employee participation in
society
Afsar
CTLO1 |Review of important assumptions| et al.
CEO CTLO2 |Concern for the important (2017)
Transformational values and beliefs of others [41]
Leadership | CTLO3 |Pursuing various perspectives| Avolio
(6) CTLO4 |Support for self-development | & Bass
of employees (1955)
[45]
ECLO1 [Awareness of how employees
behave within the organization | Brown
ECLO2 [Awareness of how employees| et al.
use company equipment (2005)
Ethical ECLO3 |Disclosure of material [12]
Culture information about employees
(p) ECLO4 [Respect for each other within|kalshoven
the company et al.
ECLO5 |Communication within the (2011)
company of the importance [17]
of CEO ethics and integrity
FIVO1 |The importance of innovation
for technological products
FIVO2 |Start a new business or
Firm launch a new product Anderson
. FIVO3 |Change of organizational or | et al.
Innovation |
(v) prolect. management (2011)
operation plan [46]
FIVO4 |Preparation for entering new
markets
FIVO5 |New product pioneer
OPFO1 |Improvement of existing
products (quality, service, program)
OPFO02 |Development performance of
Organizational new products (services) Delaney
OPFO03 |Recruitment ability of &Huselid
Performance .
(o) esserm'al staff ' (1996)
OPFO04 |Retention of essential staff [44]
OPF05 | Customer Satisfaction
OPF06 |Relationship between
management and employees
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Table 3. Validity and reliability test for latent variables

Latent variables Items Factor _loadings Cronbach's Alpha Construct _Reliability AVE
T
Or1(er/11tlat)10n CPO03 0.889 0.899 0.930 0.768
CPO04 0.887
CFNO1 0.884
. CFN02 0.891
CEO( I;zlf)neSs CFNO03 0.914 0.938 0.915 0.731
CFN04 0.908
CFNO5 0.880
CRSO1 0.867
CEO
s CRS02 0.789 -
Res;zo;lasﬂ)nhty CRSO3 0.868 0.876 0.915 0.731
CRS04 0.891
CEO CTLO1 0.891
Transfor-mational CTLO2 0.871
Leadership CTLO3 0.887 0.895 0.927 0.731
(9) CTLO4 0.838
ECLO1 0.848
Ethical ECLO2 0.855
Culture ECLO3 0.864 0.900 0.926 0.714
(p) ECLO4 0.823
ECLO5 0.837
FIVO1 0.834
Firm FIV02 0.873
Innovation FIV03 0.753 0.891 0.919 0.695
(v) FIVO4 0.841
FIVO5 0.860
OPFO1 0.839
Organizational OPF0Z 0.852
OPF03 0.845
Perfz)rm)ance OPFO4 0.845 0.913 0.926 0.714
¢ OPF05 0.802
OPFO6 0.830
Table 4. Discriminant validity test®
Al A2 A3 o) )i y ol
CEO People Orientation
(A1) 0.876
CEO Fairness
(12) 0.762 0.895
CEO Responsibily 0741 | o741 | o0sss
CEO Transfom(la;it;nal Leadership 0.793 0.820 0.797 0.872
Ethic?lﬂc)u“ufe 0587 | 0644 | 0552 | 0668 | 0845
Firm I(“;“’)V ation 0472 | 0500 | 0549 | 0577 | 0552 | 0834
Orgamz’“‘“"?ﬂ ferform'“‘“ce 0591 | 0608 | 0650 | 0666 | 0694 | 0552 | 0835
a : Values in the diagonal are coefficients of the square root of AVE.
Table 5. Results of hypothesis testing®
Hypotheses Path coefficient T- values Test result
H1 :CEO People Orientation( A1 )— Etical Culture( ¢ ) 0.125 2.029* Supported
H2 : CEO Fairness( A2 )— Etical Culture( p ) 0.261 3,327 Supported
H3 : CEO Responsibility( 43 ) — Etical Culture( z ) 0.357 5.226™* Supported
H4 : CEO Transformational Leadership(d) — Firm Innovation( v ) 0.577 12.681*** Supported
H5 : Ethical Culture( # ) — Orgnnizational Performance( ¢ ) 0.573 14.317** Supported
H6 : Firm Innovation( vy ) — Orgnnizational Performance( ¢ ) 0.378 8.688™** Supported
Etical Culture( g ) R? =0476
Firm Innovation( v ) R? =0.333
Orgnnizational Performance( ¢ ) R? =0.712

a: Parentheses are standard deviation. and One-tailed test

*p € 0.05. *p (0.01. **p < 0.001.
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