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Abstract – This study aims to analyze the relationship between the variable Leadership and organizational trust, 

analyze the relationship between innovative work behavior (IWB) and organizational trust, analyze the 

relationship between Leadership and MSME performance, analyze the relationship between innovative work 

behavior (IWB) and MSME performance, and analyze the relationship between organizational variables. trust 

on MSME performance. This type of research is quantitative associative research, namely research that aims to 

determine the relationship between two or more variables. The respondents of this study were 369 SMEs leaders 

in Jakarta who were determined by simple random sampling method. Research data was obtained by 

distributing questionnaires online via social media. Each research indicator was measured using a Likert scale 

of 1-5 points and the degree of agreement from strongly agree to strongly disagree. The analytical tool used in 

this research is PLS (Partial Least Square) based SEM with SmartPLS 3.0 software data processing tool. The 

results of the hypothesis test show that the Leadership variable has no significant effect on organizational trust, the 

innovative work behavior (IWB) variable has a positive and significant effect on organizational trust, the Leadership 
variable has a positive and significant effect on performance, the innovative work behavior (IWB) variable has a positive 

effect and significantly to performance, the organizational trust variable has not  significant effect on MSME performance., 

Innovative work behaviour has no significant effect on performance through organizational trust, 

organizational trustdoes not mediate the relationship between Innovative work behaviour and 

performance.Leadership has no significant effect on performance through organizational trust, organizational 

trust does not mediate the relationship between Leadership on performance. 

 
Keywords: Leadership ,  Innovative Work Behavior (IWB) , MSMEs , Performance ,  Organizational Trust 

 

I. INTRODUCTION 

Indonesia is a country with enormous economic potential with abundant natural resources, a large number of 

young workers, and experiencing fairly stable economic growth with an average of 5% per year. This shows that 

Indonesia has a great opportunity to become a middle-income country in 2025. To achieve this target, Indonesia 

must increase its economic growth to 7% per year. Utilization of digital technology, especially for MSME actors, 

can provide the required growth, which is 2%. According to Purwanto et al. (2021); Abas et al. (2020) the 

business world is currently experiencing quite rapid development, many Small and Medium Enterprises 

(MSMEs) have emerged to large businesses, which are currently growing and more and more competitors are 

not can be avoided. The existence of competition makes the company faced with various opportunities and 

threats. Competitors in business make entrepreneurs required to be able to understand and understand what is 

happening in the market and know what consumers need. The existence of business pressure from strong 

competitors indirectly affects the marketing performance experienced by MSMEs. Business competition that is 

so tight requires companies to further improve product competitiveness, because the success of a product will 

affect its marketing performance. One of the strategic steps in overcoming this problem is to develop product 

innovation, because product innovation is one way to increase competitiveness which has an impact on 

improving business performance, and in the end SMEs are able to develop MSMEs and help improve the 
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economy and regional income. According to Akhtar et al. (2019); Alleyne et al. (2018) MSME performance is 

an interesting issue because SMEs with high performance will be able to face competition. To be able to know 

the performance of SMEs, it is necessary to identify the factors that influence it, including external factors and 

internal factors. According to Putra et al. (2023); Purwanto et al. (2021) MSMEs are proven to be able to absorb 

labor, namely 97% of the entire national workforce and provide 99% of employment. MSMEs are also classified 

as labor intensive because they have the potential for large employment growth opportunities and increased 

income. MSMEs also play an important role in accommodating many workers who have low levels of education. 

This means that MSMEs can help local communities to be productive and reduce unemployment and poverty 

levels. 

 

According to Purwanto et al. (2021); Wijaya (2018) Competition in the business world is increasing day by day, 

one of the strategic steps in addressing the problem of economic inequality and social inequality that can be 

done is to develop Small and Medium Enterprises (SMEs), because SMEs use simple technology and absorb 

labor so that they can achieve equal distribution of business opportunities and equal distribution of income 

which will later help improve the economy and regional income. Developing countries have changed their 

orientation by empowering the UKMM sector when looking at experiences in advanced industrial countries 

regarding the importance of the role of the MSME sector and its contribution in supporting strengthening 

people's economic growth in order to realize and maintain national competitiveness and even at the global level. 

According to Sumardjo et al. (2023); Sheikh (2023); Setyoko et al. (2022) states that the increase in the number 

of MSMEs can be viewed from various aspects including; its large number of industries, present in every sector, 

has the potential to create more jobs than the same investment in a business of scale. 

 

According to Sumardjo et al. (2023); Sheikh (2023) leadership is a form of domination based on personal ability 

to be able to invite or encourage other people to do something based on acceptance by the organization, and 

have special expertise that is appropriate to the situation. special too. Besides being able to provide direction to 

subordinates or followers, leaders can also use influence. In other words, leaders can not only order subordinates 

what to do, but can also influence subordinates in determining how the task is carried out appropriately. 

According to Karimi et al. (2023); Khan et al. (2022); Karimi et al. (2023); Khairunnisa et al. (2023) that 

leadership as a set of individual abilities is very subjective and difficult to measure qualitatively with numbers. 

One's ability to influence others is sourced from this very subjective conscience. Because it does not have an 

objective measure, leadership cannot be taught, let alone imitated by someone from birth. According to 

Purwanto et al. (2021); Wijaya (2018) leadership cannot be separated from a comprehensive leader concept. It 

can be concluded that leadership is the ability that a person has to influence other people, groups and 

subordinates, the ability to direct the behavior of others, has special abilities or expertise in the field that is 

expected by the group to achieve goals and objectives. 

 

According to Sabir et al. (2022); Setyoko et al. (2022) innovation is a person's efforts by utilizing thoughts, 

imagination abilities, various stimulants, and the individuals who surround them in producing new products, 

both for themselves and their environment. According to De Jong, et al (2008) innovative behavior or 

Innovative Work Behavior (IWB) is individual behavior that aims to reach the introduction stage or tries to 

introduce ideas, processes, products or procedures that are new and useful in work, groups or organizations. 

Innovative work behavior is defined as creating, introducing, and implementing new ideas or ideas in work, 

groups, or organizations to improve the performance of individual, group, or organization roles. According to 

Park et al. (2022); Patnaik et al. (2023); Putri et al. (2023); Asbari et al. (2019) define innovative work behavior 

as the creation of business models, management techniques, strategies and organizational structures beyond 

those that already exist. Innovative behavior refers to the ability to create an original idea, use work results as a 

potential idea and implement new ideas into work practice. 

 

According to Putri et al. (2023); Asbari et al. (2019) stated that Organizational Trust is a feeling of mutual 

trust between one another, between individuals and between groups within an organizational environment. The 

Organizational Trust variable is defined as the trust and expectations of individuals within an organization 

regarding the behavior of their leaders towards them when they work. According to him, the quality of good 

organizational trust will be able to influence the improvement of the quality of work of employees in doing 

work. Employees will be encouraged to do their job to the fullest according to the competencies they have. 

Furthermore, from the definition above, it can be seen that the main dimensions of trust include integrity, 

competence, consistency, loyalty and openness. According to Karimi et al. (2023); Khairunnisa et al. (2023) 
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Another dimension is leader behavior. Leader behavior is also the most important thing compared to anyone's 

behavior in the organization in determining the level of trust in the group or organization. It can be exemplified 

here, for example, in a company a supervisor is responsible for directing the daily work of their subordinates, 

carrying out organizational policies, and cooperating with their subordinates to achieve organizational goals. 

Therefore, the supervisor's interaction with his subordinates should tend to be frequent and direct. Nevertheless, 

building trust remains not only between leaders and followers, but also between followers (subordinates). 

According to Park et al. (2022); Asbari et al. (2019) Organizational trust refers to the belief that the organization 

will take actions that are beneficial to its members rather than taking negative actions that are intertwined in the 

working relationship between the organization and its members, trust in the organization is the will of the 

members of the organization to submit themselves to organizational authority in the hope the organization 

embodies the positive expectations of members of the organization. This study aims to analyze the relationship 

between the variable Leadership and organizational trust, analyze the relationship between innovative work 

behavior (IWB) and organizational trust, analyze the relationship between Leadership and MSME performance, 

analyze the relationship between innovative work behavior (IWB) and MSME performance, and analyze the 

relationship between organizational  trust on the performance of MSMEs. 

 

 

II.  METHOD 

The Method of  this research is associative quantitative research, that is, research that aims to find out the 

relationship between two or more variables. The respondents of this research were 369 SMEs leaders in Jakarta 

who were determined by simple random sampling method. Research data was obtained by distributing 

questionnaires online via social media. Each research indicator was measured using a Likert scale of 1-5 points 

and the degree of agreement from strongly agree to strongly disagree. The analytical tool used in this research is 

PLS (Partial Least Square) based SEM with data processing software SmartPLS 3.0. 

 

Validity and Reliability Test 

The model is said to be good if the AVE of each variable is greater than 0.50 ( Purwanto et al., 2020) . The 

output results in this study indicate that the AVE value of all variables is greater than 0.50 so that the model can 

be said to be good. The reliability test was carried out to prove the accuracy, consistency and accuracy of the 

instrument in measuring constructs. Measuring reliability in PLS-SEM using SmartPLS 3.0 software can be 

done by looking at: 1) Composite Reliability Composite reliability is used to measure internal consistency. CR 

values of 0.60 – 0.70 are still acceptable for exploratory research. 2) Cronbach's Alfa Cronbach's Alfa is used to 

diagnose the consistency of the entire scale by looking at the reliability coefficient. Cronbach's Alpha value > 

0.60 is still acceptable for exploratory research.  

 

 

Coefficient of Determination (R2) and Hypothesis Testing (t test) 

Assessing the structural model in PLS begins by looking at the R-squares value for each endogenous latent 

variable as the predictive power of the structural model. The R-squares results represent the total variance of the 

construct described by the model. The rule of thumb for R-squares values is: values 0.75, 0.50 and 0.25. It can 

be concluded that the model is strong, moderate and weak. If the t-statistic value is greater or equal to the t-table 

(t-statistic > 1.96), then Ho is rejected and Ha is accepted (Purwanto et al., 2019). Hypothesis testing is done by 

means of statistical tests. The statistical test used is the t-test or p (probability). 

 

The research hypothesis of this research is 

H1: Leadership  has a positive and significant effect on organizational trust 

H2: Innovative work behavior (IWB) has a positive and significant effect on organizational trust, 

H3: Leadership has a positive and significant effect on performance 

H4: Innovative work behavior (IWB) has a positive and significant effect on performance 

H5: Organizational trust has a positive and significant effect on performance. 
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Fig 1. Research Model 

 

 

III. RESULT AND DISCUSSION 

 

Validity and Reliability Test 

The model is said to be good if the AVE of each variable is greater than 0.50. The output results in this study 

indicate that the AVE value of all variables is greater than 0.50 so that the model can be said to be good. 

 

 

 
Fig 2. Validity Testing 

 

Reliability Test 

http://www.jiemar.org/
https://doi.org/10.7777/jiemar.v2i2
http://www.jiemar.org/


Journal of Industrial Engineering & Management Research 
Vol. 4 No. 1 

http://www.jiemar.org 

DOI: https://doi.org/10.7777/jiemar.v2i5 

e-ISSN : 2722-8878 

 
 

 

 

 

 

 

 

© 2023, JIEMAR      http://www.jiemar.org  132 
 

The reliability test was carried out to prove the accuracy, consistency and accuracy of the instrument in 

measuring constructs. Measuring reliability in PLS-SEM using SmartPLS 3.0 software can be conducted by 

looking at: 1) Composite Reliability Composite reliability is used to measure internal consistency. CR values of 

0.60 – 0.70 are still acceptable for exploratory research. 2) Cronbach's Alfa Cronbach's Alfa is used to diagnose 

the consistency of the entire scale by looking at the reliability coefficient. Cronbach's Alpha value > 0.60 is still 

acceptable for exploratory research. The variable is declared reliable if the value of composite reliability or 

Cronbach's alpha is above 0.70. 

Table 1. Reability Testing 

 

 
 

 

Coefficient of Determination (R2 ) 

The rule of thumb for R-squares values is: values 0.75, 0.50 and 0.25. It can be concluded that the model is 

strong, moderate and weak. If the t-statistic value is greater or equal to the t-table (t-statistic > 1.96), then Ho is 

rejected and Ha is accepted (Purwanto et al., 2019). Hypothesis testing is done by means of statistical tests. The 

statistical test used is the t-test or p (probability). 

 

Table 2. Coefficient of Determination (R2 ) 

 

 
 

Based on the test results, it was obtained that the performance R-squares value was 0.674 or 67.4%, meaning 

that the leadership,   innovative work behavior (IWB)  and   organizational trust variables contributed 67.4% and 

the remaining 32.6% was influenced by other variables not discussed in this study. the test results show that the 

R-squares value of organizational trust is 0.435 or 43.5%, meaning that the leadership and Innovative Work 

Behavior (IWB)   variables contribute 43.5% and the remaining 56.5 is influenced by other variables not 

discussed in this study. 

 

Hypothesis Testing (Resampling Bootstrapping) 

The final step of the data that has been processed and analyzed by the researcher is to test the hypotheses that 

have been formulated. If the t-statistic value is smaller than the t-table value (t-statistic <1.96), then Ho is 

accepted and Ha is rejected. If the t-statistic value is greater or equal to the t-table (t-statistic > 1.96), then Ho is 

rejected and Ha is accepted (Purwanto et al., 2019). Hypothesis testing is done by means of statistical tests. The 

statistical test used is the t-test or p (probability). The t-test is used to prove the hypothesis whether there is an 

influence of each independent or exogenous variable individually on the dependent or endogenous variable. 

 

 

 

 

 

Fig 3. Hypothesis Testing 
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Table 3 . Hypothesis Testing 

 

 
 

The relationship between leadership and organizational trust 

Based on the results of hypothesis testing using the SmartPLS software, the p value of 0.754  is greater than 

0.050, so it can be concluded that there is not significant relationship, leadership has not  significant effect on 

organizational trust. These results are in line with research by Abas et al. (2019), Asbari et al. (2020); Patnaik et 

al. (2023); Putri et al. (2023) that leadership has not  significant effect on organizational trust and is supported 

by Musenze et al. (2022) that leadership has not  significant effect on organizational trust 

 

The relationship between leadership and SMEs performance 

Based on the results of hypothesis testing using the SmartPLS software, the p value of 0.000 is lower than 0.050, 

so it can be concluded that there is a significant relationship between leadership that has a positive and 

significant effect on performance. These results are in line with research by Abas et al. (2019), Asbari et al. . 

(2020); Afsar et al. (2017); Koroglu et al. (2022) that leadership has a positive and significant effect on 

performance and is supported by Sumardjo et al. (2023) that leadership has a positive and significant effect on 

performance 

 

The relationship between Innovative work behavior (IWB) and organizational trust 

Based on the results of hypothesis testing using SmartPLS software, the p value of 0.000 was lower than 0.050, 

so it was concluded that there was a significant relationship, Innovative work behavior (IWB) had a positive and 
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significant effect on organizational trust. These results are in line with research by Asbari et al. (2020); Sabir et 

al. (2022); Sumardjo et al. (2023) that Innovative work behavior (IWB) has a positive and significant effect on 

organizational trust and is supported by According to Sheikh (2023); Setyoko et al. (2022) that Innovative work 

behavior (IWB) has a positive and significant effect on organizational trust 

 

The relationship between Innovative work behavior (IWB) and SMEs performance 

Based on the results of hypothesis testing using the SmartPLS software, the p value of 0.000 was lower than 

0.050, so it was concluded that there was a significant relationship between Innovative work behavior (IWB) 

which had a positive and significant effect on performance. These results are in line with research by Asbari et 

al. (2020); Khan et al. (2022); Karimi et al. (2023); Khairunnisa et al. (2023) that innovative work behavior 

(IWB) has a positive and significant effect on performance and is supported by Abas et al. (2019), Berdiyana et 

al. .(2022); Haris et al. (2023); Karimi et al. (2023); Khan et al. (2022) that Innovative work behavior (IWB) has 

a positive and significant effect on performance 

 

The relationship between Organizational trust and  performance. 

Based on the results of hypothesis testing using the SmartPLS software, the p value of 0.492  is greater than 

0.050, so it can be concluded that there is not significant relationship between organizational trust and 

performance. These results are in line with research by Patnaik et al. (2023); Putri et al. (2023) that 

Organizational trust has not significant effect on performance. and is supported by Musenze et al. (2022) that 

Organizational trust not effect on performance. 

 

Indirect Effect 

Based on the results of hypothesis testing, the mediation test results are obtained as follows 

 

Table 4 . Indirect Effect 

 

 
 

 

Innovative work behaviour on performance through organizational trust 

Based on the results of hypothesis testing using SmartPLS software, the p value of 0.498 is greater than 0.050, 

so it can be concluded that there is no significant relationship. Innovative work behaviour has no significant 

effect on performance through organizational trust, organizational trustdoes not mediate the relationship 

between Innovative work behaviour and performance 

 

 

Leadership  on performance through organizational trust 

Based on the results of hypothesis testing using SmartPLS software, the p value of 0.864 is greater than 0.050, 

so it can be concluded that there is no significant relationship. Leadership has no significant effect on 

performance through organizational trust, organizational trust does not mediate the relationship between 

Leadership on performance 

 

 

According to Berdiyana et al. (2022); Karimi et al. (2023); Khairunnisa et al. (2023) Some of the benefits of 

innovative work behavior include making employee work more efficient, increasing adaptability to work and 

good self-development. Applying innovative skills is one way to enhance your personal brand at work. Being an 

innovator can develop a personal brand which is important in building a network for careers. Someone with the 

ability to think innovatively will usually be proactive in developing his career. Having a positive and proactive 

attitude will help you be more engaged at work, which is likely to increase your productivity and motivation. 

Brainstorming ideas and having the confidence to solve problems play an important role in achieving success as 

an innovator. When problem-solving and innovativeness are part of your personal brand, colleagues will come 

to ask for help or discuss. Using innovative skills at work will help you develop a system for generating, 

prioritizing, and evaluating ideas gradually, until you can implement them. Using innovative processes 
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consistently will also help you make better decisions, increase efficiency, reduce potential risks, and streamline 

the development of new ideas. 

 

Innovative behavior is also defined as an action taken to create and take new ideas, thoughts, or ways to apply 

in carrying out and completing work. According to Khan et al. (2022); Karimi et al. (2023); Khairunnisa et al. 

(2023) who define innovative behavior as a whole of individual actions that lead to emergence, recognition and 

profit throughout the organization. Based on the explanations of several figures above, it can be concluded that 

it can be concluded that innovative work behavior is an individual action capable of creating new ideas, 

products, problem solving and technologies. Janssen (2000) describes three indicators for measuring innovative 

behavior in SMEs, namely employees are able to recognize problems that occur in the organization and then 

create new ideas or solutions that are useful in any field. These ideas or solutions can be original or modified 

from pre-existing products and work processes. For example, when a problem arises in the organization, 

employees are able to find ideas as a solution to the problem. MSMEs employees share new ideas or solutions 

that have been created with co-workers, so that these ideas can be accepted. In addition, there is also a gathering 

of support so that the idea has the power to be implemented and realized within the organization. For example, 

when MSME employees have found an idea as a solution to a problem, then employees share these ideas to get 

support that can later be implemented in the organization. MSME employees produce a prototype or model of 

their ideas into real products and work processes so that they can be applied. within the scope of work, group, or 

organization as a whole so as to improve the work efficiency of the organization. 

 

According to Sabir et al. (2022); Setyoko et al. (2022) Leader behavior is also the most important thing 

compared to the behavior of anyone in the organization in determining the level of trust in the group or 

organization. This can be exemplified here, for example, in a company a supervisor is responsible for directing 

work their subordinates, carry out organizational policies, and cooperate with their subordinates to achieve 

organizational goals. Therefore, the supervisor's interaction with his subordinates should tend to be frequent and 

direct. However, building trust remains not only between leaders and followers, but also between followers 

(subordinates), according to Sumardjo et al. (2023); Sheikh (2023) Trust is also associated with perceptions of 

fairness and accuracy in performance evaluation. Organizational trust has a positive relationship with 

organizational commitment and individual performance. According to Akhtar et al. (2019); Andrade et al. (2022) 

organizational beliefs include: Integrity, referring to honesty and the real situation. Of the five dimensions, this 

appears to be the most important, when one judges the trustworthiness of others. According to Putra et al. (2023); 

Abas et al. (2020) competence, includes individual technical and interpersonal knowledge and expertise. 

Consistency, related to individual reliability, predictability, and making judgments on one's self in handling 

situations.. Loyalty, is the willingness to protect and save the face of others.. Openness, is being open and 

transparent in giving a complete truth. 

 

IV. CONCLUSION 

The results of the hypothesis test show that the Leadership variable has no significant effect on organizational 

trust, the innovative work behavior (IWB) variable has a positive and significant effect on organizational trust, 

the Leadership variable has a positive and significant effect on performance, the innovative work behavior (IWB) 

variable has a positive effect and significantly to performance, the organizational trust variable has not  

significant effect on MSME performance., Innovative work behaviour has no significant effect on performance 

through organizational trust, organizational trustdoes not mediate the relationship between Innovative work 

behaviour and performance.Leadership has no significant effect on performance through organizational trust, 

organizational trust does not mediate the relationship between Leadership on performance. Some of the benefits 

of MSME's innovative work behavior include making the work of MSME employees more efficient, increasing 

their adaptability to their jobs and good self-development Applying innovative skills is one way to enhance your 

personal brand at work. Being an innovator can develop a personal brand which is important in building a 

network for careers. Someone with the ability to think innovatively will usually be proactive in developing his 

career. Having a positive and proactive attitude will help them to be more engaged at work, which will most 

likely increase the productivity and motivation of SMEs. Trust is critical to effective communication, and 

successful teamwork among fellow MSME employees. As important as trust MSME employees and managers, 

and can minimize risk, operational costs, and increase MSME employee commitment and their productivity. 

MSME trust influences employees, increases their participation in decision making, and can create an active 

work atmosphere. Trust in management can also increase employee identification, loyalty and engagement with 
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the organization. With increased trust in the organization, MSME employees will be more committed to the 

authorities and institutions represented by the authorities. The behavior of MSME leaders is also the most 

important thing compared to the behavior of anyone within MSMEs in determining the level of trust in the 

group or organization. It can be exemplified here, for example, in SMEs a supervisor is responsible for directing 

the daily work of their subordinates, implementing organizational policies, and working together with their 

subordinates to achieve organizational goals. Therefore, the supervisor's interaction with his subordinates should 

tend to be frequent and direct. 
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