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Control Effect of CEO Characteristics and Mediating Effect of Core Competence
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Abstract

Purpose — For small and medium sized firms, CEO characteristics are main factor influencing firms’ prosperity as well as
performance. So it is quite natural that many people are interested in factors of CEO that matters. In this research, CEO
characteristics in terms of capabilities and skill or special knowledge necessary to run the business are invested for
manufacturing firms. Precedent studies reveal that CEO characteristics such as psychological factors including desire to
succeed, tendency to take risks, personal factors including age, year of running business, and task related factors including
managing capability, communication skills, network influence firm performance for manufacturing firms. However, these
studies simply verify whether or not those factors affect firm's managing performance. This study, however, goes further to
investigate how is the affecting process from CEQO’s capabilities and organization characteristics to firm's core competence,
and from core competence to advantages, and from advantages to managing performance.

Research design, data, and methodology — We make a questionnaire and surveyed manufacturing firm CEO’s in
Gyeonggi-do area. General characteristics analysis, factor analysis, regression analysis, and control effect analysis was
conducted. SPSS 2.0 Win, version was used.

Results — The CEO characteristics including basic capability, task capability, leadership, and organization characteristics
affect core competence at the statistically significant level. And, core competence affect both price advantage and
differentiation advantage at the significant level. Some unique finding is that while differentiation advantage affects both
financial achievement and non-financial achievement, price advantage does not affect both financial and non-financial
achievement. And firm characteristics mainly measured by CEO characteristics of skills has control effects on the trace from
core competence to price advantage.

Conclusions — For small and medium sized firms CEO characteristics is the most important factor influencing firm’'s
prosperity. For manufacturing firms, whether CEO has the skill or special knowledge to run the firm is critical factor. The
study results show that CEO’s for manufacturing firms put importance on price and price advantage which seems to be
familiar to them. However, the price advantage does not influential to financial and non-financial achievement. This result
suggests that small and medium sized manufacturing firms’ CEQO’s should make effort to improve other aspects of
advantages to be more competitive.
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Table 1: General Characteristics

Construct Components
Sex male 228 (100%)
Founded founded 167(73.6%), Not-founded 60(26.4%)

Job experience yes 195(85.9%), no 32(14.1%)

less than 30CH: 0, 30's: 16(7%), 40’s: 89(39%),

Age 50's: 87(38.2%), 60 and more: 36(15.8%)
Vear of |1ess than 1 year 0, 12: 5(2.2%), 2-5: 32(14%),
management 5-10: 59(25.9%), 10-20: 112(49.1%),
more than 20: 20(8.8%)
. of less than 10: 23(10.1%), 10-20: 74(32.5%),
. 21-50: 64(28.1%), 51-100: 45(19.7%),
employee

more than 100: 22(9.6%)

52. QP&
Lt <Table 2>= 20l=4 Zuto|ct

Table 2: Summary of Factor Analysis

Iltem |Eigen | Factor 2 2 Cronbach’s| Variance
(AT label | value (loading L alpha |explained
correlation

Basic 81_; 3.034 gggg 8;2623
C(‘;g‘;’:éﬁ:;)y Q1.3 0573| os09 | 0782 | 27:580

Q1.4 0.777 | 0.698

Q2 1 0.763 | 0.701

Task Q2.2 0.629 | 0.587
competency | Q2_3 [2.982(0.811 | 0.745 0.883 27.109

(capability) | Q2_4 0.603 | 0.517

Q2.5 0.825| 0.755

Q3_1 0.614| 0.563
Leadership | Q3_2 |1.636| 0.471 | 0.421 0.703 14.874

Q3_3 0.577 | 0.512

Organization | Q4_1 0.729 | 0.699
characteristics| Q4_2 1458 0.727 | 0.701 0.854 72.885

Q5_1 0.594 | 0.521

Q5.2 0.529 | 0.479

Core Q5.3 0.634 | 0.597
competency | Q5_4 3.489 0.616| 0.523 0.818 58.156

Q5.5 0.672 | 0.601

Q5_6 0.444 | 0411

Price Q6_1 0.568 | 0.521
advantage Q6_2 [1.565]0.610 | 0.578 0.702 52.172

Q6_3 0.587 | 0.501

Differentiation Q6 _4 0.7731 0.703
advantage Q6_5 [1.725/0.807 | 0.743 0.712 57.490

Q6_6 0.545| 0.512

Q7_1 0.720 | 0.678
Q7_2|2.141|0.772| 0.710 0.795 71.370

Q7_3 0.649| 0.611

Management | Q7_4 0.747 | 0.701

performance | Q7_5 0.529 | 0.498
Q7_6 |5.244|0.803 | 0.765 0.852 71.932

Q7_7 0.675| 0.610

Q7.8 0.757 | 0.702
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(Song, 2014).

Statistics
Independent Variable Dependent Variable |(Std. Error yo] t- value | significance R R’ Adi. R’ F. DW
Basic competency Core competency 0.968 0.144 2.181 0.030 144, .021, .016, 4.755, 2.066
Task competency Core competency 0.872 0.452 7.606 0.000 452, .205, .201, 57.853, 2.002
Leadership Core competency 0.926 0.321 5.092 0.000 .321, 103, .099, 25.925, 1.929
Organization Characteristics Core competency 0.912 0.362 5.828 0.000 .326, .191, .127, 33.961, 1.907
Core competency Price advantage 0.672 0.501 8.680 0.000 501, .251, .218, 75.341, 2.132
Core competency Differentiation advantage | 0.572 0.765 17.823 0.000 .765, .585, .585, 317.669, 2.121
Price advantage Financial achievement 0.775 0.109 1.646 0.101 1109, .012, .008 2.709, 2.474
Price advantage Non-financial achievement| 0.776 0.015 0.221 0.825 .015, .000, -.004, .029, 2.189
Differentiation advantage Financial achievement 0.761 0.216 3.325 0.001 .216, .047, .043, 11.059, 2.250
Differentiation advantage |Non-financial achievement| 0.672 0.501 8.680 0.000 501, .251, .248, 75.341, 2.132
Table 4: Results of Analyzing Mediating Effects of Core Competence_Price Advantage
Independent Variable Dependent Variable 16] t-value signi ficance
) Basic Competency Core Competency 0.144 2.181 0.03
Basic Basic Competency Price Advantage 0.431 7.159 0.000
Competency Basic Competency _ 0.418 7.028 0.000
Price Advantage
Core Competency 0.165 2.779 0.006
Task Competency Core Competency 0.452 7.606 0.000
Task Task Competency Price Advantage 0.322 5.110 0.000
Competency Task Competency . 0.199 3.055 0.003
Price Advantage
Core Competency 0.384 5.892 0.000
Leadership Core Competency 0.321 5.092 0.000
. Leadership Price Advantage 0.252 3.910 0.000
Leadership Leadership _ 0.261 3818 0.000
Price Advantage
Core Competency 0.026 2.824 0.005
Org. Characteristics Core Competency 0.362 5.838 0.000
Organization Org. Characteristics Price Advantage 0.153 2.919 0.021
Characteristics Org. Characteristics ) 0.202 2911 0.004
Price Advantage
Core Competency 0.148 2.131 0.034




Young-Dong Roh, Sang-Beom Park / International Journal of Industrial Distribution & Business 9-11 (2018) 93-104 101

Table 5: Results of Analyzing Mediating Effects of Core Competence _Differentiation Advantage

Independent Variable Dependent Variable 06 t-value significance

. Basic Competency Core Competency 0.144 2.181 0.030

CorT?s:tIchy Basic Competency Differentiation Advantage 0.227 3.498 0.001

Basic Competency Differentiation Advantage 0.120 2.797 0.006

Core Competency 0.748 17.501 0.000

Task Competency Core Competency 0.452 7.606 0.000

Task Task Competency Differentiation Advantage 0.507 8.813 0.000

Competency Task Competency . L 0.202 4.358 0.000

Core Competency Differentiation Advantage 0.674 14.549 0.000

Leadership Core Competency 0.321 5.092 0.000

Leadership Leadership Differentiation Advantage 0.499 8.635 0.000

Leadership Differentiation Advantage 0.282 6.824 0.000

Core Competency 0.674 16.314 0.000

Org. Characteristics Core Competency 0.362 5.828 0.000

Organization Org. Characteristics Differentiation Advantage 0.467 7.919 0.000

Characteristics Org. Characteristics Differentiation Advantage 0.218 4.989 0.000

Core Competency 0.686 7.667 0.000

Table 6: Summary of Control Effect Analyses of CEO Characteristics on Core Competency and Price Advantage
Variation of Statistics
Model R R sq. Adi. R sq. Std. Error Variation of | Variation of F a1 g2 | Significance Probability

R-sq. value of F Variation
1 .198a .039 .035 751 .039 9.134 1 225 .003
2 .270b .073 .065 .740 .034 8.196 1 224 .005
3 446¢ 199 .188 .689 126 35.072 1 223 .000

a. Independent variable: constant, core competency
b. Independent variable: constant, core competency, price advantage

c. Independent: constant, core competency, price advantage, CEO characteristics <price advantage

Table 7: Summary of Control Effect Analyses of CEO Characteristics on Core Competency and Differentiation Advantage

Variation of statistics
Model R R sq. Adi. R sq. Std. Error | Variation of R | Variation of F o1 a2 | Significance Probability
sq value of F Variation
1 .528a 279 275 754 27 86.913 1 225 .000
2 .599b .359 354 712 .081 28.232 1 224 .000
3 .601c .362 .353 713 .002 .821 1 223 .366

a. Independent variable: constant, core competency

b. Independent variable: constant, core competency, differentiation advantage
c. Independent variable: constant, core competency, differentiation advantage, CEO characteristics <differentiation advantage
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