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OCB IN SMEs: A STUDY ON AN IMPACT OF LEADERSHIP STYLE

Manisha Singh
Ch. S. Durga Prasad

Organ (1988) defined Organization Citizenship Behavior (OCB) as the individual’s behavior that is discretionary not directly
or explicitly recognized by the formal reward system and that in the aggregate promotes the effective functioning of the
organization. The positive contribution of OCB to organizational performance is widely accepted by literature (Podsakoff et al.
2000). One of the contributing behavior which is rather discretionary but proven empirically to increase organizational functioning
is organization citizenship behavior (OCB)(Sofiah et al. 2014 ).It refers to various forms of cooperation and helpfulness to
others that supports an organization’s social and psychological context. OCB’s importance is getting widespread attention
from organizations in various industries. There has been numerous studies performed on organization citizenship behavior
and antecedents of this behavior were explored since this behavior contributes to the effective functioning of an organization.
The present study is conducted to examine the relationship between leadership styles and citizenship behaviour in small and
medium scale firms. To achieve this objective, the transformational and transactional styles of leadership have been studied
along with OCB in small and medium enterprises (SMEs) operating in Agra. The findings of the current research show that
the style of a leader leads to organizational citizenship behavior and effective employee outcomes in small organizations.
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INTRODUCTION
Organizational citizenship behavior (OCB) has

swayed on the accomplishment of an organization
and is acknowledged to a greater extent. According
to Organ (1988), high level of OCB redirects to
high levels of organizational proficiency, efficacy
and malleability. The OCB facet enriches
organizational efficiency, functioning and customer
reparat ion ( Walz and Niehoff (2000) )
.Organizational citizenship behavior is one of the
most talked about topic that get practitioners and
researchers attention and interest (Chang and
Chelladurai 2003). An antecedent of organizational
citizenship behavior that is found in literature is
leadership behavior. It is justified, that quite a lot
of forms of leadership behavior have a noteworthy
influence on the growth and actuality of
organizational citizenship behaviour. Leaders are
usually central moulder’s on employees behavior
(Kozlowski and Doherty 1989). Therefore, leaders
are most likely to play a key role in influencing

organizational citizenship behaviour (OCB) (Lin et
al., 2012). The present research aims to study the
above mentioned relationship between leadership
style and OCB in SMEs.

REVIEW OF LITERATURE
As a consequence of the immense effect of

organizational citizenship behavior on organizational
performance, this subject swiftly emerged as a
substantial area in academic research in the field of
organizational behavior and applied psychology
(Podsakoff et al., 2000). According to Katz (1964),
organizational effectiveness is dependent on the
voluntary efforts of the workers to take initiative in
facilitating workfellows, openly sharing ideas and
problems and commitment towards the organization.
Leaders are usually considered as the main
influencers on employee’s behavior (Kozlowski and
Doherty 1989). Incidentally, previous studies have
found a positive relationship between leadership and
OCB (Lin et al. 2012 and Podsakoff et al. 1996).
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The literature on leadership is divided it into
three broader categories: transformat ional,
transactional leadership and charismatic leadership.
Transformational leadership is defined by Bass
(1985) as a significant  performance by the
leadership which inspires the followers to prefer
the interest of group over own self-interest and the
leaders take care of the welfares of their teams.
On the other hand, transactional leadership helps
followers to identify that what work should be done
to accomplish organizations’ desired goals and
objectives (Bass, 2008). Conversely, charismatic
leaders as described by Avolio and Gibbons (1988)
are those who influence followers through their use
of symbols, images, stories and rhetoric to perform
at extraordinary levels. In other words, showing
determination, articulating a vision, communicating
high performance expectations and sense of mission
are the characteristics of charismatic leaders
(Waldman et al., 2001). Paoching and Chichun
(2009) and Ali (2009) have illustrated in their
studies that business owner/manager self-cultivation
or higher personal integrity to lead by example,
have significant impact on their subordinates.
Several studies have demonstrated supportive
leadership’s positive impact on the deployment of
(individual) OCB by subordinates (Podsakoff et al.,
2000). Pearce and Herbik (2004) and Ehrhart and
Naumann (2004) posit that leadership behaviors are
important for the maturity of OCB norms and
practices in groups. Prominent leadership authors
have consistently found that leadership affects the
followers’ attitudes and performance (Bass, 2008;
Lord and Maher, 1991). In some researches
transformational leadership approach shows that
leaders are eloquent and their vision motivates the
employees with positive attitudes, brings clarity in
their role and brings the best out of them by
managing their behaviors (Podsakoff et al., 1996;
Tichy and DeVanna, 1986; Bennis and Nanus,
1985). According to Podsakoff et al. (2000)
transformational leadership directly associates with
the leader member exchange. Same association is
discovered in the studies of Piccolo and Colquitt
(2006) and Podsakoff et al. (1990) between
transformational leadership and OCB. Shamir et al.
(1993) explained that leader with transformational

style can stimulate followers in three ways:
increasing follower self-efficacy, facilitating
followers’ social identification with their group or
organization and linking the organization’s work
values to follower values. Transformational
leadership is made possible when a leader’s end
values (internal standards) are adopted by followers
thereby producing changes in the attitudes, beliefs,
and goals of followers (Kuhnert and Lewis, 1987).
A positive association between transformational
leadership and OCB is expected and has been
supported empirically (Podsakoff, et al., 1990).

Cherry (2007) stated that transactional leaders
set the targets and goals and to ensure the success
they communicate tasks and activities clearly and
align the resources with the collaboration of
workforce to achieve the targets which ultimately
motives the employees. Transactional leaders
maintain a considerable influence on the groups
(Boseman, 2008) and it facilitates in the
accomplishment of the organizational goals
(Laohavichien et al., 2009). Podsakoff et al. (2000)
and Bass et al. (2003) illustrated the positive
affiliation between transactional leadership and
followers’ attitudes and behaviors. Recent studies
by Rubin et al., 2010 and Walumbwa et al., 2008
found a significant relationship between contingent
reward/ transactional leadership and OCB.
Bensimon (1989) observed that a good
transactional leader always has two-way process
of exchange and mutual influence between
followers. Another study by Riaz and Haider (2010)
concluded that transactional leadership positively
rewards the employee upon his good performance
and gives recognition for his contribution in
success. Bass and Riggio (2006) stated that
transactional leaders tend to lead through social
exchange (e.g., financial rewards, subsidies for
campaign contributions and jobs for vote) which
enhances OCB.

Leaders can take many steps to enhance the
extent to which their employees can engage in OCB
through training or modeling forms of the behavior.
They can try to shape the work environment to
provide greater opportunities for OCB. However,
these efforts need one of the styles
(transformational, transactional and charismatic) or
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mixture of three styles (according to situation or
environment) to implement ( Naveed R. Khan et
al). Shapiro et al. (2004) and Organ (1988) have
also explained the relationship between leadership
styles and organizational citizenship behaviors
(OCB).
Organizational Citizenship Behavior

It is commonly accepted that organizations need
activities of employees that go beyond role
prescriptions. According to Katz (1964), a well-
functioning organization needs three types of
employee behaviour: people must be induced to
enter and remain with the organization, they must
reliably carry out specific role or job requirements
and there also needs to  be innovative and
spontaneous act ivity that goes beyond role
prescriptions. The third behaviour mentioned by
Katz reflects the extra-role behaviours that every
organization needs. Extra-role behaviours are
crucial for organizational effectiveness because
organizations cannot anticipate with perfect
accuracy all those activities which are essential for
reaching objectives (Katz, 1964). In the early
1980’s the term organizational citizenship
behaviours was given to Katz’s (1964) category
of extra-role behaviour and shortly thereafter
Dennis W. Organ and a colleague first introduced
a formal definition of Organizational Citizenship
Behaviour (Bateman and Organ, 1983).

Organizational Citizenship Behaviour is defined
by Organ (1988) as individual behaviour that is
discretionary, not directly or explicitly recognized
by the formal reward system, and that in the
aggregate promotes the effective functioning of the
organization. The term discretionary means that the
behaviour is not an enforceable requirement of the
role or the job description, it is rather a matter of
personal choice, such that its omission is not
generally understood as punishable. A major
distinction considering employee behaviour is
between in role and extra-role behaviour.
Behaviours that are part of the individual’s formal
job requirements are called in-role behaviour and
behaviours that go beyond formal job requirements
are called extra-role behaviour. Nowadays, a major
issue has developed about whether there are clear
enough conceptual boundaries between OCB, as

a category of extra-role behaviour and in-role
behaviour that they can be viewed as distinct
constructs (Morrison, 1994). Much of the
theoretical and empirical work on OCB creates the
impression that the boundary between in-role and
extra-role behaviour is agreed upon and clearly
defined and that OCB is the same for all employees
(Organ, 1988; Podsakoff et al. 1990). However,
evidence from several sources challenges this
impression. Morrison (1994) also concluded that
the boundary between in-role behaviour and extra-
role behaviour is not clearly defined and OCB can
be explained as a funct ion of how broadly
employees define their job responsibilities.
Nevertheless, OCB research has tend to sidestep
the potential ambiguity and subjectivity of the OCB
construct by adopting a single perspective with
respect to the boundary between in-role and extra-
role behaviour that of supervisors (Farh et al.,
1990). Evidently, if supervisors see early attendance
as extra-role behaviour, OCB has occurred in the
organization and organizations can benefit of these
types of behaviour. As a consequence of this
direction of OCB theory, the definition of Organ
is fundamental in further discussing organizational
citizenship behaviour. Discretionary effort subsumes
organizationally beneficial actions that contributes
to organizational performance.
Small and Medium Enterprises (SMEs)

In an era of fast-moving cutthroat competition,
large-scale, small and medium enterprises are found
to put forth a convincing effect on the economies
of many countries (Ghobadian and Gallear, 1996;
Ladzani and Vuuren, 2002). The SMEs have
interposed  appreciably  to job fabrication, shared
constancy and economic  aid of the countries.
Investigations  verified  that  SMEs  have pieced
first and foremost  position  in fostering economic
expansion and progression, spawning employment
prospect and plunging impoverishment (Arinaitwe,
2006;  Ayyagarietal, 2005; Ghobadian, 2004 and
Adretsch, 2002). A successful economy depends
upon small business being productive and
competitive (Beaver, 2003). The Government of
India has enacted the Micro, Small and Medium
Enterprises Development (MSMED) Act 2006,
which defines micro, small and medium enterprises
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as defined in Table 1 :
 Table 1.  Categorization of Micro, Small and Medium Enterprises
Enterprises Investment in Plant and Machinery (Manufacturing) Investment in Equipment (Service)

Micro Up to Rs. 25 lakh Upto Rs. 10 lakh

Small Above Rs. 25 lakh to Rs. 5 crore Above Rs. 10 lakh upto Rs. 2 crore

Medium Above Rs. 5crore upto Rs. 10 crore Above Rs. 2crore upto Rs. 5 crore
Source: http: //www.sme. gov.eg/English publications/Issue2 english.pdf

For small organizations to survive, it can be
expected that they are for a large part dependent
upon the good performance of employees. One way
this can be achieved is by organizational citizenship
behaviours of employees. Pearce and Herbik (2004)
and Ehrhart and Naumann (2004) posit that
leadership behaviors are important for the maturity
of OCB norms and practices in groups. The
influence of leadership behaviour on employee
performance and OCB of employees can be
considered as important. Effective leadership in
SMEs becomes a major concern to provide a
competitive tool in a highly dynamic business
environment.

OBJECTIVES OF THE STUDY
The study has been undertaken to achieve the

following objectives:
1. To determine the degree of effect of

transformational leadership style on
organizational citizenship behavior.

2. To determine the degree of effect of
transactional leadership style on
organizational citizenship behaviour.

3. To elevate OCB in SMEs by providing
valuable recommendations and proposals.

RESEARCH METHODOLOGY
The intention of the study is to analyze the

effect that leadership styles (independent variable)
have on organization citizenship behavior
(dependent variable) with in SMEs. Therefore, the
study is casual in nature. The sampling techniques
used is simple random sampling. The questionnaire
covering leadership style constructs consisted of
24 items adopted from the study of Wang et al.
(2010) and for OCB adopted from the studies of
Podsakoff et al. (2000). Primary data was gathered
by the means of questionnaire method. A total of
150 questionnaires were distributed to the
employees of SMEs of Agra out of which
118(78.6%) were found valid for further analysis.
Cronbach’s alpha reliability tests have been
employed to measure the ‘goodness of fit’ of the
instruments used in the study. For checking the
hypothesis, appropriate statistical tools i.e.
correlation and regression have been used.

RESULTS AND DISCUSSION
Statistical Package for the Social Sciences

(SPSS) has been used to perform various statistical
tests. Reliability test was carried out in which the
value of Cronbach’s alpha was found to be higher
than the cut-off value i.e. 0.7, thereby the scales
are reliable to be used in the further study.

Table 2. Reliability Test (Cronobach’s alpha)
      Leadership Style .898

     Organization Citizenship Behaviour .918
Source: Author’s calculations based on primary data

Correlation and regression analysis have been applied to test the following hypotheses:

 H01:  There is no significant relationship between transformational leadership style and organizational
citizenship behavior (OCB).

 H02:  There is no significant relationship between transactional leadership style and organizational
citizenship behavior (OCB).
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Correlation Results

Table 3.  Pearson Correlation between Transformational, Transactional Leadership Style and OCB

Transformational Transactional OCB

Transformational 1 .597** .494**

Transactional .597** 1 .381**

OCB .494** .381** 1
Source: Author’s calculations based on primary data
** Correlation is significant at the 0.01 level (2-tailed)

Table 3 shows the summary of results of
correlation analysis between the leadership styles
and organizational citizenship. It is found that both
leadership styles have significant   positive
relationship with organizational citizenship.
Transformational Leadership style shows a positive
and highly significant relationship (moderate
correlation) with organizational citizenship (r =
.494, p = .000). Hence, it failed to support the
hypotheses H01. Further, transactional leadership
style demonstrated a positive relationship (weak

correlation) with organizational citizenship (r =
.381, p = .000), resulting in rejection of H02.
Multiple Regression between Leadership Style
and OCB

Multiple regression analyses were performed to
determine which determinants out of two predictor
variables were the best predictors for OCB.

Y = 0 + 1X1 + 2X2 + 
where, Y = Organizational citizenship behaviour

 X1 = Transformational leadership style
 X2 = Transactional leadership style

Table 4. Model Summary
Model R R Square Adjusted R Square Standard Error of the Estimate

    1 .504 .342 .231 .620
Source: Author’s calculations based on primary data
Predictors: (Constant), Transformational and Transactional

Table 4 shows that the value of multiple
regression coefficients (R) of the proposed model
is .504 and the adjusted R square is .231. This

states that 23.1 percent of the variance in
organizational citizenship has been significantly
explained by the two factors of leadership style.

Table 5. Results of ANOVA
Model Sum of Squares Degrees of Freedom Mean Square F Significance

Regression 14.418 2 7.209 18.754 .000a

Residual 44.589 116 .384

Total 59.007 118
Source: Author’s calculations based on primary data
a. Predictors: (Constant ), Transformational and Transactional)
b. Dependent Variable: OCB

The F-ratio in the ANOVA Table 5 tests
whether the overall regression model is a good fit
for the data. The table shows that the independent

variables statistically significantly predict the
dependent variable, F (2,116) =18.75, p < .0005 (i.e.
the regression model is a good fit of the data).
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Table 6. Regression Coefficients of Leadership Style
                                            Unstandardized Coefficients Standard Coefficients t Significance

Model B Standard Error Beta

1 (Constant) 2.520 .227 .231 11.120 .000

Total Transformational .387 .077 .507 5.039 .000

Total Transactional -.010 .045 -.022 -.218 .828
Source: Author’s calculations based on primary data
Dependent Variable: OCB

Table 6 states that the regression coefficients
of leadership style scores, against the rated
organizational citizenship behavior points towards
the conclusion that transformational leadership style
do have significant influence (p < .0005,) however
transactional leadership style has insignificant
(p>.0005) impact on OCB.

CONCLUSIONS OF THE STUDY
Although the results of the present study

signifies that  both transformational and
transactional are positively related to OCB, the
transactional style of leadership is found to have
no significant impact on OCB. Moreover, the
positive relation of transactional with OCB is not
coherent with previous literature. Transactional
leadership is accountable for explaining the task
assignment  and anticipation between employees
and the leaders. This interpretation supports in
creating good working environment and hence
enhancing the motivation for extra work (Bass et
al. 2003). Transformational leadership styles
triggers the self-concept in employees, which is the
introductory point of driving force, and swaying
positively on employees psychological state.
Consequently, this transformational style of
leadership could really enhance employee’s
performance and extra role behavior (Shamir et al.
1993).

RECOMMENDATIONS
After carrying out the research, the following

recommendations have been suggested:
1. There should be trust and faith surrounding

environment between managers and
employees.

2. The workflow should be designed by
increasing interdependency among
employees. If organizations create a more
interdependent environment then OCB is
increased (Comeau and Griffith, 2005)

3. There should be coherent and co-existing
work force in an organization.

4. There is need of improved and enhanced
interpersonal skills between managers and
employees.

5. There is also a need for engaging workforce
in OCB by utilizing high performance HR
Practices.
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