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1. Introduction ever and companies pursue management innovation,
their strategy of developing human resources become
As business environment gets more complex than more complex and varied.
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Small and Medium enterprises struggle to survive
the current age of keen competition through various
management operations, but what is more important
is that they should put in effort to improve the
performance competence of members in their
organizations and to solve the problems that follow.
That is why the development of human resources is
considered important.

Small and Medium enterprise is very important in
the entire industry of Korea. Because, Small and
Medium enterprise are the basis of industry.

The Small and Medium enterprise consist of 98.5%
of all enterprises, and the employees consist of
8.5% of all workers in 2009. In spite of great
important in industry of korea. It is absolutely and
relatively poor. Especially, the CEO of small and
medium enterprise (SMEs) has influences on the all
parts of the enterprise such as leadership, However,
most of all previous studies have focused on the
large company. Therefore, this study addresses on
the effect of the leadership of CEO in the SMEs on
the organization immersion of SMEs.

The purpose of this study is to affect transformational
leadership and transactional leadership on organizational
effectiveness and to investigate the relationship between
organizational effectiveness. Also we have to investigate
the relationship between organizational effectiveness and
transactional relationship and transactional leadership of
medium and small enterprises.

2. The power, trait and behavior of
leaders

2.1 Leaders gain and use the power

Another essential ingredient of effective leadership
is the power-the ability to get others to do what
you want them to do. Effective managerial leaders
use the power wisely, and they maintain bases of
the power derived from several sources. The power
may be ganed through the manager’'s formal
position in the organization and or through personal
sources. Position power is based on rewards,
coerction, and legitimacy. Personal power is based on

expertise and reference. Very importantly, effective

leaders empower others that is, they help and allow
others to take action and make decisions on their
own on matters relevant to their job performance.
Today’s organizations depend on empowerment to
"lateral” and
supplement the more

"bottom—up” leadership to

traditional

create
"top—down”
leadership of the past.

2.2 The important leadership traits and
behaviors

Early leadership research emphasized the study of
personal traits and sought to isolate a profile of
traits that differentiated successful and unsuccessful
leaders. Current thinking recognized traits mainly as
possible  foundations for building appropriate
lead-ership skills. Important traits in this regard
include drive, integrity, and self confidence, among
others. Another leadership approach focuses the
study of leader behaviors. Here, a special interest
rests with how followers respond to task-oriented
and people-oriented behaviors by leaders. A popular
"managerial grid” identifies the leader who is high in
concerns for both task and people as a most
effective one. Developments in contingency leadership
thinking, how-ever, try to identify when different
leader behaviors would best meet the needs of
different types of leadership situations.

3. Transformation Leadership

It is "ispirational” leadership that influences the
beliefs, values, and expectations of followers, and
gets them to do things different from what they
originally anticipated being willing or able to do.
Vision, charisma, symbolism, empowerment, intellectual
stimulation, and things that
transformational leaders contribute to work situations.
Additional developments in leadership thinking now
emphasize the importance of transformational leaders

integrity are all

to all organizations. In many ways, this is leadership
that adds "personality” to the work place and creates
high levels of commitment and effort due to the
contagious enthusiasm it generates.

Vision Having ideas and a clear sense of
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direction, being able to communicate visions to others,
and developing in them a sense of great excitement
about working hard to accomplish shared "dreams.”
Charisma : Arousing others’ enthusiasm, faith,
loyalty, pride, and trust in them-selves through the
power of personal reference and appeals to emotion.
Symbolism Identifying "heroes,” offering special
and  holding
ceremonies to celebrate excellence and high achievement.
Maintaining a
orientation toward others, re-moving performance

rewards, spontaneous and  planned

Empowerment developmental
obstacles, sharing responsibilities, and delegating
truly challenging work.

Intellectual stimulation Enhancing the mental
involvement of others by creating awareness of
problems and stirring their imagination to create
high quality solutions.

Integrity
consistently out of a sense of personal conviction,

Being honest and credible, acting

and above all meeting commitments by following
through doing what you said you would.

4, Study Model

This study is about understanding the effectiveness
of the type of leadership through the analysis in
CEQ’s transformational leadership and transactional
leadership on organizational effectiveness.

4.1 Study Hypothesis

1) Relationship between Transforming Leadership
and Organizational Effectiveness

Hypothesis 1-1. Charisma factor in transforming
leadership will have a positive relationship with
organizational effectiveness.

Hypothesis 1-2. Individualized consideration in
transforming leadership will have a positive
relationship with organizational effectiveness.

Hypothesis  1-3.  Intellectual

transforming leadership will have a

stimulation  in
positive
relationship with organizational effectiveness.

Type of Leadership

Transforming
Leadership
- Charisma Organization
Effectiveness

- Individualized
consideration

- Intellectual
Stimulation

- Job Immersion
- Jeb Satisfaction

Transactional Leadership

- Confingent Reward Demographic
Statistics
Variables

- Management by
Ezception

<Figure 1> Study Model

2) Relationship between Transactional Leadership
and Organizational Effectiveness

Hypothesis 2-1. Contingent reward factor in
leadership will have a

relationship with organizational effectiveness.

transactional positive
Hypothesis 2-2. Management by exception factor

in transactional leadership will have a positive

relationship with organizational effectiveness.

3) Regulation Relationship Of Demographic
Statistics Variables (Position, Duration of years)

Hypothesis 3-1. Position will be in the role in the
regulation between charisma factor and organizational
effectiveness.

Hypothesis 3-2. Duration of years will be in the
role in the regulation between charisma factor and
organizational effectiveness.

Hypothesis 3-3. Position will be in the role in the
regulation between individualized consideration and
organizational effectiveness.

Hypothesis 3-4. Duration of years will be in the
individualized
consideration and organizational effectiveness.

role in the regulation between
Hypothesis 3-5. Position will be in the role in the
intellectual
organizational effectiveness.

Hypothesis 3-6. Duration of years will be in the
role in the regulation between intellectual stimulation
and organizational effectiveness.

regulation between stimulation and

Hypothesis 3-7. Position will be in the role in
the regulation between contingent reward and
organizational effectiveness.
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Hypothesis 3-8. Duration of years will be in the
role in the regulation between contingent reward and
organizational effectiveness.

Hypothesis 3-9. Position will be in the role in the
regulation between management by exception and
organizational effectiveness.

Hypothesis 3-10. Duration of years will be in the
role in the regulation between management by
exception and organizational effectiveness.

4.2. Analysis Conclusion

1) Collection of data
The subjects for questionnaires of this study were

incumbents in enterprise. Each item of the
questionnaires was evaluated by 5 point scales.
The test of the research hypotheses was
performed through frequency analysis, factorial
analysis, reliability analysis of variance, using
SPSS 180 and for hypothesis

regression analysis was conducted.

testing the

The survey was conducted during 40 days in
2012(2/10 ~ 3/20) and 300 copy was distributed.
Excluding insincerity ones among them, total 250

copy was used in final analysis.

<Table 1> Demographic Characteristics

Classify Frequency | Percentage (%)
S male 18 74.0
e fermale &% 26.0
between
20-30 102 40.8
between 0 R0
30-40
Age between
10-50 58 232
between
50-60 20 80
worker 116 46.4
.. chief 63 25.2
Position
head of 71 284
section
under 2 years 3R 152
between 3-5
Duration of years M 316
years between 5-7 64 %56
years
above 7 years 69 216
Total 250 100

4.3 Evaluation of Measurement Items

1) Factor Analysis

In this study to test the validity of questionnaires
and to find a common factor to apply as an
variables, factor analysis were used. Factor Analysis
is used to secure the factors that were not directly
measured based on measured variables. Simplifying
the result by making variables into few numbers of
factors are primary goal (main purpose). Principle
Components were used in this study and only
factors that are above designated eigenvalue were
extracted. Verimax rotation was used in factor
rotation. Factor Loading shows correlation between
each factor of variables. In general, over 04 are
significant and in this study this was selected to be
a standard. Eigenvalue shows how each factor can
be explained about entire dispersion and over 1 was
selected to be a standard.

2) Reliability Analysis
Reliability indicates
measurement tools and it has a same meaning as
dependability, stability, consistency, predictability, and
accuracy. Reliability analysis has a premise that the
result of the data should be similar if the similar concept
was measured in dependent measurement method.
Reliability is a concept that does not contain the
degree of error in measurements result. In other

accuracy or precision of

words, it 1S a degree of amount that reflects
systematic information about dispersion. That is, the
little the amount of degree that is included in grade
of measurement, the more the measurement will be
reliable.

Reliability measurement such as Cronbach’s alpha
is normally used in reliability analysis and alpha is
focused on internal consistency of the test which is
to know whether test items are consisted in
homogeneous factor.

Therefore, in this study, to test the reliahility of
measurerent  question Cronbach’s  alpha is used to
evaluate the reliability of individual item and entire item
In general, value of Cronbach’s alpha which is
standards of reliability is over .60, it is judged
reliable.
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<Table 2> Result of Factor Analysis
loads . accumulate
eigenvalue .
factor variance
Inject them to have a pride on themselves 336
T d CEO’ fit for th
charisma ranseen S own DIOIL for Hie group 879 2503 14090
profit
Act as to make subordinate to respect you 353
Spend time to teach and instruct the 28
subordinate '
Transformin | individualized Treat subordinat b bei 70 Lood 16114
T rdin uman bei . . .
g Leadership | consideration cat stbordinate as ne
Help subordinate to develop their ability 704
Check subordinate whether they are doing 65
their duty properly '
intellectual Instruct to make them h different
m.e ec. nstruct to . e them have a different 850 371 AR
stimulation perspectives of the problem
Propose a new method for job completion 34
Help them as a reward of job effort 811
ti t Clearl the d when th al 1
contingen early propose the re-W3r when the goal is 739 9103 10513
reward achieved
Show satisfaction when one’s expectations
. 829
Transactional comes out
Leadership Don't interfere until the problems get serious 325
t Attenti f wheth bordinate mak
managemén ention of whe (?r subordina es a 713 2510 88
by exception mistake
Dislike to be participated when significant 604
problem occurred ]
iob True interest on the company 819
. . Make an effort for the company’s success 162 2.170 24.107
Organization ummersion Pride of being a member of the company 703
al Satisfaction on one’s work 761
: j Satisfacti rtunity to devel If
Effectiveness -]Ob - atisfaction on opportunity to develop onese] 75 L1909 91912
satisfaction by work
Satisfaction on overall company 64
<Table 3> Result of Analysis
_ Reliahility Coefficient
Variabl =
anable e (Cronbach’s alpha)
) Charisma 3 878
Transforming . B 3 B
. Individualized consideration 3 832
Leadership - -
Intellectual stimulation 3 183
Transactional Contingent reward 3 383
Leadership Management by exception 3 819
Organizational Job immersion 3 801
Effectiveness Job satisfaction 3 74
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5. Result of Methodology

5.1 Relationship between Transforming

Leadership and Organizational Effectiveness

Among types of CBEO's leadership, consequence of
multiple regression analysis between transforming leadership
and organizational effectiveness is shown as followed.

<Table 4> Result of multiple regression analysis
between transforming leadership and organizational

effectiveness
non standard standard -
. A significa
index index t e
Model stand valu babilit
B | ad Beta e | PR
y
error
(Invariable) 2100 | 289 7.266
. 2172
Charisma 189 069 215 6 007
Individualized 271
viduaized | s | o 217 ; 007
consideration 3
Intellectual 2.39
155 065 201 018
stimulation ® 1
adj R2 : 182 F value : 10.087 significance probability :
000

5.2 Relationship between Transactional
Leadership and Organizational Effectiveness

Among types of CEO’s leadership, consequence of
multiple regression analysis between transactional
leadership and organizational effectiveness is shown
as followed.

<Table 5> Result of multiple regression analysis
between transactional leadership and organizational

effectiveness
non standard standard L
) A signific
index index t ance
Model stand valu beibi
B ard Beta e | PO
lity
error
970
(Invariable) 2.820 291 6 .000
Contingent | 77| 7 a1 | P8
reward 3
Management | o0 s | o | MY om
by exception 5
adj R2 : 166 F value : 3.867 significance probability :
004

5.3 Regulation Relationship Of Demo
graphic Statistics Variables (Position,
Duration of years)

To verify the
demographic statistics variables(position, duration of

hypothesis  about  whether
years) shows the regulation effectiveness in effective
relationship between transforming leadership and
organizational effectiveness, the study was verified
by using control regression analysis. To achieve this,
dependent variable was put to be organizational
effectiveness, and independent variable in step one
was just put in to component of transforming
leadership and regression analysis was conducted.

<Table 6> Result of test about Adjusted Effectiveness of position between transforming leadership and
organizational effectiveness

. estimation of statistics variance
modified - - -
Model R R2 R standard variance of variance | degree of | degree of variance of
sduere error R-square of F freedom freedom significance F

1 710(a) | 54 503 496571 504 969.258 1 %4 .000

Charisma 2 [752(b) | 566 565 46462 062 136.458 1 953 .000

3 663(c) | 521 526 46419 001 2.785 1 952 005

Individual | 1 | 674(a) | 454 44 52068 44 794.852 1 %4 000

1z?d 2 716(b) | 513 512 49210 059 115043 1 953 .000
considerat

ion 3 117(c) | bl4 512 49222 .000 534 1 B2 465

Intellectu | 1 | 660(a) | 436 435 52042 436 797588 1 %4 000

a o | 705m) | am | 46 49900 061 116631 1 53 000
stimulatio

n 3 701(c) | 4% A 49992 .001 1271 1 %2 260
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Step 1 : Regression analysis between independent
variable and dependent variable

Step 2 : Regression analysis between independent
variable, regulate variable and dependent variable
Step 3 : Regression analysis between independent
variable, regulate variable, interaction term (independent
variable*regulate variable) and dependent variable

To verify the about  whether

demographic statistics variables(position, duration of

hypothesis

years) shows the regulation effectiveness in effective
relationship between transactional leadership and

organizational effectiveness, the study was verified

by using control regression analysis. To achieve this,
dependent variable was put to be organizational
effectiveness, and independent variable in step one
was just put in to component of transactional

leadership and regression analysis was conducted.

Step 1 : Regression analysis between independent
variable and dependent variable

Step 2 : Regression analysis between independent
variable, regulate variable and dependent variable

Step 3 © Regression analysis between independent
variable, regulate variable, interaction term (independent
variable*regulate variable) and dependent variable

<Table 7> Result of test about adjusted effectiveness of duration of years between transforming leadership and

organizational effectiveness

estimation statistics variance
modified : : .
Model R R2 R-square of standard | variance of | variance | degree of | degree of variance of
€error R-square of F freedom freedom significance F
1| 690 | 5 503 496571 504 969.258 1 %4 000
Charisma 2 | 62m) | 566 565 46462 060 136458 1 %3 000
3 | 6010 | 520 566 46419 000 2785 1 %2 0%
o 1 | 674 | 44 454 52068 454 794,852 1 %4 000
Individualized
T . L.Z 2 | 7160) | 513 | 512 AR10 059 115043 1 53 000
consideration s ) | 518 57 49037 001 538 1 952 3%
1 | 660 | 4% 4% 52912 436 737583 1 %4 000
Intellectual
- 2 | 705 | 498 496 49999 061 116631 1 953 000
stmiation 3 | 503 | 317 316 49082 001 3280 1 952 391

<Table 8> Result of test about adjusted effectiveness of position between transactional leadership and
organizational effectiveness

" estimation statistics variance
Model R R2 modified of standard | variance of | variance | degree of | degree of variance of
Resquare error R-square of F freedom freedom significance F
Contingent 1 | 674 | 44 A4 52068 A4 794.852 1 57! .000
2 | 506 | 501 462 42210 04 115043 1 953 000
Reward 3] 620 | 46| 40 47602 003 542 1 952 2%
Management 1 | 530(a) | 476 435 52942 436 737583 1 ™ .000
. 2 | 200(b) | 318 371 41379 041 111.631 1 93 .000
by exception 5300 o1 297 400652 011 1771 1 952 050

<Table 9> Result of test about adjusted effectiveness of duration of years between transactional leadership and

organizational effectiveness

modified estimation statistics variance
Model R R2 ) 1 of standard | variance of | variance | degree of | degree of variance of

R-square error R-square of F freedom freedom significance F
Contingent 1 | 674 | 4A A4 53178 A4 721.8352 1 %4 000
2 | [716(b) | 513 512 49210 039 106.043 1 953 000
Reward 3| 816 | 514 | 512 AP 00 534 1 =) 779
Management 1 | 660(a) | 436 435 52139 436 729537 1 %4 000
. 2 | 716(b) | 4R 4% 4099 061 116.631 1 953 000
by exception 570 7 o8 497 49992 001 11.271 1 952 180
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<Table 10> Conclusion of the Hypothesis

Hypothesis Results
Hypothesis 1-1.
Charisma factor in transforming leadership will have a positive relationship with O
organizational effectiveness.
Hypothesis 1-2.
Individualized consideration in transforming leadership will have a positive @]

relationship with organizational effectiveness.

Hypothesis 1-3.
Intellectual stimulation in transforming leadership will have a positive relationship O

with organizational effectiveness.

Hypothesis 2-1.
Contingent reward factor in transactional leadership will have a positive O
relationship with organizational effectiveness.

Hypothesis 2-2.
Management by exception factor in transactional leadership will have a positive X
relationship with organizational effectiveness.

Hypothesis 3-1.
Position will be in the role in the regulation between charisma factor and X
organizational effectiveness.

Hypothesis 3-2.
Duration of years will be in the role in the regulation between charisma factor X
and organizational effectiveness.

Hypothesis 3-3.
Position will be in the role in the regulation between individualized consideration O

and organizational effectiveness.

Hypothesis 3-4.
Duration of years will be in the role in the regulation between individualized O
consideration and organizational effectiveness.

Hypothesis 3-5.
Position will be in the role in the regulation between Intellectual stimulation and X
organizational effectiveness.

Hypothesis 3-6.
Duration of years will be in the role in the regulation between Intellectual X
stimulation and organizational effectiveness.

Hypothesis 3-7.
Position will be in the role in the regulation between contingent reward and X
organizational effectiveness.

Hypothesis 3-8.
Duration of years will be in the role in the regulation between contingent reward O
and organizational effectiveness.

Hypothesis 3-9.
Position will be in the role in the regulation between management by exception X
and organizational effectiveness.

Hypothesis 3-10.
Duration of years will be in the role in the regulation between management by O

exception and organizational effectiveness.
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6. Conclusion

Results in this paper, as shown in <Table 10>,
Charisma, individualized consideration and intellectual
stimulation in Transforming Leadership have positive
relationship with organizational effectiveness. On the
contrary, In was shown that position and duration of
yvears individually controls between consideration
factor and organizational effectiveness.

However, position and duration of years have a
small influence in controlling between intellectual
stimulation and organizational effectiveness. Also
position has a small influence on controlling between
contingent reward and organizational effectiveness.
The study was shown that duration of years has an
influence as controlling factor between contingent
reward and management by exception Wwhereas
position has a slight influence as controlling factor
between management by exception factor and
organizational effectiveness. Transforming leadership
1s an motivation that makes the employees to show
their best effort that surpass the expectation though
CEQO's charisma, intellectual stimulation, individualized
consideration and so on.

If CEO who shows transforming leadership boosts
the assurance of their success by increasing desire
level of the employee and giving them
self-confidence, it will lead the employee to engage
more to the organization and also above normal level
of extra effort and low turnover intention will be
achieved.

It was noted that for transforming leadership,
charisma, individualized consideration factor and
intellectual stimulation factor have an significant in
organizational effectiveness. It was also shown that
duration of years has a big impact. Therefore as to
transforming leadership and transactional leadership,
CEOs in the small and medium-sized enterprise can
increase the organizational effectiveness by selecting
and managing the significant of factor.
heighten the
leadership reliable level of subordinates, serving as a
good model that CEO can satisfy himself for the
organization. On the other hand, transactional

leadership is to lead the subordinates through the

Transforming leadership is to

promotion, recognition or rewards. There is not a
desirable model of leadership for all situations and
the definition of leadership is also changing by
various reasons. Thus the research on the leadership
in the future should draw diverse conclusions by
changing relevant variables.

Because of the limited area of survey object in
this study, it is estimated that the samples are
insufficient to represent the Population. Also, because
of the lack of diversity in survey method that was
used in hypothesis testing, interpretation of the
survey could have been different caused by the
limited area of the respondent. For the future study,
this limitation will be supplemented and should be
studied variously.
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