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THE EFFECT OF ENTREPRENEURIAL
LEADERSHIP AND EMPLOYER
BRANDING ON PERFORMANCE
THROUGH ENGAGEMENT:
MODERATING EFFECT OF
ORGANIZATIONAL TRUST

Abstract

Understanding factors that drive employee performance in SMEs is crucial, as human
resources are central to success. This study was conducted among batik-producing
SMEs in East Java Province, Indonesia, a cultural heritage sector of labor-intensive,
skills-based businesses that rely on employees to maintain production quality, sales
service, and sustainability. Although entrepreneurial leadership and employer brand-
ing are recognized as drivers of employee outcomes, prior studies have examined them
separately in large organizations, limiting understanding of their combined effects in
SMEs. This study aims to examine the effects of entrepreneurial leadership and em-
ployer branding on employee performance, with employee engagement as a mediator
and organizational trust as a moderator. Data were collected from 357 employees of ba-
tik-producing SMEs in East Java Province, Indonesia, between October and December
2025. Respondents were selected through purposive sampling, targeting production,
sales, and administrative staff, as these groups contextually represent core operations.
Data were analyzed using PLS-SEM. The results show that entrepreneurial leader-
ship (B = 0.222, p < 0.001) and employer branding (p = 0.476, p < 0.001) positively
influence employee performance. Both variables exhibit significant indirect effects
through employee engagement (§ = 0.074, p < 0.01; f = 0.045, p < 0.01). Organizational
trust strengthens the entrepreneurial leadership—employee engagement relationship
(B =0.135, p < 0.01) but weakens the employer branding-employee engagement rela-
tionship (B = -0.165, p < 0.01). These findings clarify how entrepreneurial leadership
and employer branding shape employee performance in batik SMEs under uncertain
environments.

Keywords entrepreneurial leadership, employer branding,
employee engagement, organizational trust, employee
performance, SMEs, PLS-SEM

JEL Classification 126, M12, M54, C83

INTRODUCTION

Small and medium enterprises (SMEs) are a key pillar of the Indonesian
economy, contributing significantly to job creation, innovation, and
national development (Sanny et al., 2021). The COVID-19 pandemic
has exposed the vulnerability of SMEs to prolonged disruptions, in-
cluding decreased revenue, weakened demand, and disruptions to in-
ternal performance systems, such as leadership and human resource
management (Akintola et al., 2023; Isensee et al., 2023; Susanty et
al., 2023). SME recovery in the post-pandemic environment is taking
place amidst market uncertainty and shifting consumer preferences.
These conditions make strengthening internal capabilities a strategic
necessity to maintain organizational resilience and sustainable per-
formance (Isensee et al., 2023; Lang et al., 2023). Available empirical
evidence is insufficient to clarify which internal mechanisms are most
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effective in maintaining employee performance in the uncertain SME context. This gap is interesting
because employee performance is one of the main foundations of SME sustainability, especially when
the organization has limited resources and an unestablished formal structure. Therefore, a model is
needed to explain how leadership capabilities, the organization’s image as a workplace, employee en-
gagement, and organizational trust interact to drive employee performance.

Entrepreneurial leadership is a relevant internal capability for SMEs because the dynamic business en-
vironment demands leaders who are adaptive, innovative, and opportunity-oriented. This concept re-
fers to the process of influencing employees to achieve organizational goals through recognizing and
exploiting opportunities (Renko et al., 2015). By emphasizing adaptability, innovation, and opportunity
recognition, entrepreneurial leadership can shape a work culture that encourages employees to respond
creatively to challenges. The effectiveness of this leadership is determined not only by the leader’s behav-
ior but also by how employees interpret leadership signals into productive behavior (Lang et al., 2023).
Employee engagement is a behavioral mechanism that can explain this process. As a psychological state
characterized by passion, dedication, and absorption in work (Jufrizen et al., 2025), employee engage-
ment fosters creativity, discretionary effort, and sustained performance. The mediating role of employee
engagement between entrepreneurial leadership and performance remains underexplored, particularly
in SMEs facing post-crisis uncertainty. This gap is further accentuated by the fact that previous studies
have primarily examined conventional leadership styles, such as transformational leadership, servant
leadership, and empowerment leadership, in large, stable organizations (Ghlichlee & Larijani, 2024;
Pazetto et al.,, 2024; Zheng & Ahmed, 2024). While these findings are informative, the context of large
organizations does not always adequately represent the complexity of SMEs in Indonesia, which are
more informal, labor-intensive, and dependent on interpersonal relationships.

In parallel, employer branding can shape employee behavior because the image of the organization as a
workplace influences employee perceptions, engagement, and readiness to contribute. Employer branding
is defined as the effort to position an organization as an attractive employer through functional, economic,
and psychological benefits (Al-Romeedy et al., 2025). Previous studies have linked employer branding to
commitment, retention, job satisfaction, and behavior consistent with the organization’s brand (Tanwar &
Prasad, 2016; Srinivas et al., 2025). The role of employer branding in driving engagement and performance
remains unclear in SMEs with limited formal HR systems. Organizational trust adds complexity to the
relationship because SME employees often face limited participation in decision-making and unclear work
directions, so trust can determine the extent to which leadership and branding initiatives are perceived as
credible organizational signals (Isensee et al., 2023; Brown et al., 2015; Nienaber et al., 2022).

1. LITERATURE REVIEW
AND HYPOTHESES

In running a competitive and ever-changing busi-
ness, entrepreneurs need to foster discovery and cre-
ativity to gain a competitive advantage and achieve
organizational sustainability (Hoang et al., 2025). In
SME:s, entrepreneurs willing to embrace new ideas
encourage experimentation while creating space
for creativity, which can produce unique and effi-
cient products, services, or processes, creating ad-
ditional value that competitors cannot easily imitate.
Entrepreneurial leadership is particularly relevant
for SMEs operating in dynamic and resource-con-
strained environments. Defined as “influencing and
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directing the performance of group members to-
ward the achievement of organizational goals that
involve recognizing and exploiting entrepreneurial
opportunities” (Renko et al., 2015), it emphasizes
flexibility, innovative behavior, and opportunity rec-
ognition. Employees who are actively involved in the
innovation process tend to demonstrate higher ini-
tiative, better productivity, and a willingness to learn
and adapt (Almeida & Moreira, 2022).

Several studies have shown conflicting results. In
some situations, entrepreneurial leadership has a
positive influence on employee performance, such
as when leaders communicate the business’s goals
clearly to employees, enabling employees to align
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their performance with those goals (Hoang et al.,
2025). Conversely, several studies have found a nega-
tive influence. When leaders focus too much on in-
novation without providing adequate direction, em-
ployee performance can decline due to confusion or
uncertainty (Haryanto et al., 2022). Employee per-
formance can be affected by entrepreneurial leader-
ship, both directly and indirectly through moderat-
ing variables such as employee engagement (Basit,
2017).

Employee engagement refers to the extent to which
employees are emotionally and intellectually com-
mitted to their work and the organization (Saks,
2019). Engaged employees tend to demonstrate high
levels of enthusiasm, dedication, and focus, which
directly contribute to improved individual and team
performance. In addition, employee engagement can
increase job satisfaction, reduce turnover intentions,
and create a more supportive work climate (Ju et al.,
2021; Jufrizen et al., 2025).

Leaders can improve employee performance by en-
couraging their involvement in various ways. First,
by giving employees autonomy and trust in decision-
making, so that they feel valued and responsible for
their work (Malibari & Bajaba, 2022). Second, by
providing development and training opportunities
to improve employee skills and competencies (Saks,
2019). Third, creating open and transparent com-
munication allows employees to convey ideas and
input (Hooi & Chan, 2023). These steps can increase
employees’ sense of belonging and commitment to
the organization, ultimately improving their perfor-
mance (Tanwar & Prasad, 2016). Therefore, entre-
preneurial leadership affects employee engagement,
which in turn can increase employee performance
(Hooi & Chan, 2023). The presence of effective en-
trepreneurial leadership can lead to higher employee
performance and support the development of em-
ployer branding. In turn, employer branding is essen-
tial for attracting and maintaining skilled employees.

The idea of employer branding emerged in 1990
when Simon Barrow and Tim Ambler discussed it
in the Journal of Brand Management. According to
Ambler and Barrow (1996), employer branding is the
set of functional, financial, and psychological bene-
fits offered by a job and associated with the company
that provides it to its employees. The most important
function of employer branding is to create a clear

http://dx.doi.org/10.21511/ppm.24(3).2026.01

Problems and Perspectives in Management, Volume 24, Issue 3, 2026

framework for company management to simplify
and focus on certain priorities, to accelerate produc-
tivity, and to develop recruitment, retention, and em-
ployee commitment (Kucherov et al., 2022). Research
shows that strong employer branding not only helps
companies attract top talent but also significantly
impacts employee performance. Employees tend to
be more motivated, productive, and loyal to the com-
pany when a company is known as a great place to
work (Kashyap & Verma, 2018).

The relationship between superiors and employees
must be based on fair exchange. If an organization
aims for employees to demonstrate values such as
work efficiency, it must also provide something of
value to them, both in material (such as salary, bene-
fits, and facilities) and spiritual form (such as awards,
recognition, and a positive work environment). In
this context, employer branding is one of the best
strategies to achieve this balance. By building the
company’s image as an ideal workplace, employer
branding can improve employee satisfaction and
performance (Tanwar & Prasad, 2016).

Employee engagement acts as a mediator in the rela-
tionship between employer branding and employee
performance (Huseynova et al., 2022). Employee
engagement mediates the relationship between em-
ployer branding and employee performance by serv-
ing as an emotional and psychological bridge that
connects employees’ positive perceptions of the
company with productive work behavior (Biswas &
Suar, 2016). Entrepreneurial leadership, supported by
strong employer branding, requires organizational
trust to ensure consistent employee relationships and
to drive better performance.

Organizational trust is an individual’s positive belief
in the intentions and behavior of other members of
the organization, based on their roles, relationships,
experiences, and interdependencies (Mayer et al.,
1995; Johnsen, 2026). Trust within the organization
fosters a supportive environment in which employ-
ees are encouraged to share ideas, engage in proac-
tive behaviors, and collaborate freely. High levels of
trust contribute to greater employee commitment,
loyalty, and improved organizational performance.

In the context of entrepreneurial leadership, or-

ganizational trust is crucial. Leaders who priori-
tize innovation and risk-taking need full support
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from their teams (Gerdel et al., 2026). The trust
built between leaders and employees enables more
open, transparent communication, so employees
feel more involved and motivated to contribute to
achieving common goals. This aligns with find-
ings that organizational trust has a positive rela-
tionship with individual commitment and perfor-
mance within the organization (Aman etal., 2023).

Within employer branding, organizational trust
is essential. Employer branding aims to form and
strengthen the company’s positive image as an at-
tractive place to work, both in the eyes of employees
and employers (Mayer et al., 1995). When employees
have high trust in the organization, they are more
likely to engage in these branding efforts with enthu-
siasm and commitment (Aman et al., 2023). Trust
strengthens employee loyalty and engagement, so
that they willingly promote the company’s positive
image, both inside and outside the workplace.

By building trust, organizations create a culture
where employees feel valued and supported; they
tend to perceive that the promises made through
employer branding are not mere rhetoric but a re-
ality experienced in the daily work environment
(Jena et al., 2018). This high engagement contrib-
utes to improved individual and team perfor-
mance, as employees work more enthusiastically
and productively. Therefore, investing in build-
ing and maintaining organizational trust is a key
strategy for achieving long-term success by im-
proving employee engagement and performance
(Aman et al., 2023).

Overall, prior research indicates that entre-
preneurial leadership and employer brand-
ing influence employee performance directly
and indirectly through employee engagement.
Organizational trust is also considered a con-
textual factor that may strengthen the effect of
entrepreneurial leadership on employee perfor-
mance, particularly in SMEs.

Therefore, this study aims to examine the ef-
fects of entrepreneurial leadership and employer
branding on employee performance, with em-
ployee engagement as a mediator and organiza-
tional trust as a moderator in the relationship be-
tween entrepreneurial leadership and employee
performance.

4

The study, therefore, advances several hypotheses
for empirical testing:

HI: Entrepreneurial leadership positively influ-
ences employee performance.

H2:  Employer branding positively influences em-
ployee engagement.

H3: Entrepreneurial leadership influences em-
ployee performance indirectly through em-
ployee engagement.

H4: Employer branding influences employee per-
formance through employee engagement.
H5:  Organizational trust enhances the positive
influence of entrepreneurial leadership on
employee engagement, such that stronger ef-
fects occur under conditions of high trust.
H6:  Organizational trust enhances the influence
of employer branding on employee engage-
ment, leading to stronger relationships under
conditions of high trust.

H7:  Higher organizational trust strengthens the
indirect effect of entrepreneurial leadership
on employee performance through employee
engagement.

H8: Higher organizational trust strengthens
the indirect effect of employer branding on
employee performance through employee
engagement.

2. METHOD

Using a quantitative research design, this study
applied partial least squares structural equation
modeling (PLS-SEM) to evaluate the relation-
ships among entrepreneurial leadership, employer
branding, employee engagement, organizational
trust, and employee performance, as PLS-SEM
is well-suited to testing complex predictive mod-
els (Black & Babin, 2019). The study investigates
employees of batik-producing SMEs in East Java
Province, Indonesia. The unit of analysis is the
individual employee; therefore, the data capture
employees’ perceptions of entrepreneurial leader-
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ship, employer branding, employee engagement,
organizational trust, and employee performance
rather than formal organizational assessments.
Batik SMEs were chosen for their cultural impor-
tance and labor-intensive nature, in which em-
ployee performance plays a central role in main-
taining production quality, sales service, and
business sustainability. East Java was selected as
one of Indonesia’s major batik-producing prov-
inces, with participating SMEs located in Jember,
Banyuwangi, and Bondowoso Regencies.

A total of 43 SMEs participated in the study, out
of 65 SMEs contacted. Data were collected from
employees through purposive sampling, targeting
production, sales, and administrative staff with
at least one year of work experience to ensure fa-
miliarity with organizational practices, leadership,
and internal branding activities.

Questionnaires were distributed directly to re-
spondents from October to December 2025. Of 500
questionnaires distributed proportionally across
the three regencies, 357 valid responses were re-
tained, yielding a 71.4% response rate. The final
sample consisted of 143 respondents from Jember,
129 from Banyuwangi, and 85 from Bondowoso.
This sample size exceeds the minimum recom-
mendation of 200 for complex research models
(Black & Babin, 2019), indicating adequate suit-
ability for analyzing the relationships among the
study variables. Table 1 shows the demographic
characteristics of the respondents.

Table 1. Respondent demographic characteristics

Category Frequency Percentage
Gender

Male ¢ 221 62%
Female & 136 38%
Total 357 100%
838 i 9% 55%
39-48 i 118 33%
49-60 a3 12%
Total 357 100%
O-5years & 82 51%
6-10years ¢ 57 16%
11-15years & IR 22%
16—20years ¢ 32 9%

More than 20years 7 2%

Total 357 100%

http://dx.doi.org/10.21511/ppm.24(3).2026.01
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All responses were measured using a five-point
Likert scale ranging from strongly disagree (1) to
strongly agree (5). The questionnaire was evaluat-
ed for both reliability and validity. Entrepreneurial
leadership was measured using five items adapt-
ed from Renko et al. (2015). Employer brand-
ing was assessed using six items adapted from
Nanjundeswaraswamy et al. (2022). Employee en-
gagement was measured using three items adapt-
ed from Schaufeli et al. (2002). Employee perfor-
mance was operationalized using four items adapt-
ed from Koopmans et al. (2011). Organizational
trust was measured using four items adapted from
Vokic¢ et al. (2020). Comprehensive details regard-
ing the operationalization and measurement items
are outlined in Appendix A (Table Al).

Data analysis was conducted using structural
equation modeling with partial least squares fol-
lowing the two-stage approach recommended by
Black and Babin (2019). In the first stage, the mea-
surement model was evaluated to assess construct
validity and reliability. In the second stage, the
structural model was examined to test the pro-
posed hypotheses. The analysis was performed us-
ing SmartPLS software.

3. RESULTS

Although procedural remedies were applied, fur-
ther statistical tests were conducted to detect
any remaining common method bias (CMB).
Harman’s single-factor test showed that the first
factor explained 31% of the total variance, which
is below the critical threshold of 50% (Podsakoff
et al., 2003). Furthermore, all variance inflation
factor (VIF) scores were within acceptable levels,
ranging from 1.116 to 3.857 and not exceeding the
4.000 criterion (Garson, 2016). Overall, common
method bias (CMB) appears limited, indicating
that the applied control methods were effective.

The outer loadings of the retained items were be-
tween 0.618 and 0.871, while the average variance
extracted (AVE) for each construct was between
0.574 and 0.693, confirming satisfactory conver-
gent validity (Black & Babin, 2019). The results in-
dicate reliable constructs, with composite reliabil-
ity scores ranging from 0.829 to 0.900, exceeding
the 0.700 criterion (Black & Babin, 2019). Likewise,
Cronbach’s alpha coefficients fell between 0.684
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> 0.800 EP2
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0476 Employee Performance

Figure 1. Measurement and structural model

Table 2. Assessment of the measurement model

Constructs/ items | Outer loadings

extracted (AVE)

i Average variance

Composite

Cronbach’s a PA reliability

Entrepreneurial leadership (EL)

EL1 0.719 :
e s
e
EL4 0.784
e o |
Employer branding (EB)
EB1 0.680 : :
e Toss
EB3 0.832
e R 0.574 0.848 0.856 0.889
e Tome
EB6 0.618 :
Employee engagement (EE)
L EEL 087 ‘
CEE2 0851 0.622 0.684 0.702 0.829
EE3 0.637 :
Employee performance (EP)
EP1 0.794 : :
S
s 0.613 0.790 0.791 0.863
o |
Organizational trust (OT)
0oT3 0.841
B 0.693 0.854 0.869 0.900
B

and 0.854, confirming adequate internal consis-
tency (Black & Babin, 2019). Table 2 and Figure 1
provide a comprehensive summary of the conver-
gent validity and reliability test results.

6

To establish discriminant validity, two approaches
were employed: the Fornell-Larcker criterion and
the heterotrait-monotrait (HTMT) ratio. Using
the Fornell-Larcker approach, each construct
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Constructs

EE

)

.Entrepreneurial leadership (EL

Organizational trust (OT)

0340

OB

0.240

Note: The main diagonal (highlighted in bold) shows the square root of each construct’s AVE, correlation coefficients between
latent constructs are reported below the diagonal, and HTMT ratios are listed above the diagonal.

demonstrated adequate discriminant validity be-
cause the square root of its AVE value, displayed
in bold along the diagonal, was greater than the
correlations with other constructs. This result con-
firms satisfactory discriminant validity (Fornell &
Larcker, 1981). Second, the HTMT ratio was exam-
ined, producing values between 0.284 and 0.870,
which were less than 0.900 (Henseler et al., 2015).
These findings additionally demonstrate robust dis-
criminant validity. Table 3 presents the findings
based on the evaluation of discriminant validity.

The study examined the coefficient of determina-
tion (R?), the cross-validated redundancy metric
(@), alongside the model’s predictive capability
using the PLSpredict approach (Hair et al., 2019).
The analysis revealed R’ values of 0.490 and 0.574
for employee engagement and employee perfor-
mance, respectively, indicating moderate explana-
tory power for the model. Collectively, the evalua-
tion criteria — R?, %, and PLSpredict - support the
conclusion that the structural model is moderately
robust. Table 4 illustrates a detailed assessment of
the robustness of the structural model.

Following confirmation of the structural model’s
robustness, the proposed hypotheses were tested

Table 4. Structural model assessment

for statistical significance using a bootstrapping
method with 5,000 resamples to generate a 95%
bias-corrected confidence interval. The analysis
results indicate that entrepreneurial leadership
(B = 0.222, p < 0.001) and employer branding (
= 0.476, p < 0.001) have a positive, significant in-
fluence on employee performance, confirming H1
and H2. In addition, employee engagement was
found to significantly mediate the effect of entre-
preneurial leadership on employee performance
(B =0.074, p < 0.01), confirming H3. Similarly, the
relationship between employer branding and em-
ployee performance is significantly influenced by
employee engagement (B = 0.045, p < 0.01), sup-
porting H4. The influence of entrepreneurial lead-
ership on employee engagement is enhanced by
organizational trust, particularly under high-trust
conditions (B = 0.135, p < 0.01), confirming H5. In
contrast, organizational trust negatively moder-
ates the effect of employer branding on employee
engagement (f = -0.165, p < 0.01), leading to the
rejection of H6. Furthermore, organizational trust
significantly influences the mediated relationship
between entrepreneurial leadership and employee
performance via employee engagement (3 = 0.021,
p < 0.05), providing support for H7. Conversely,
organizational trust significantly impacts the me-

Constructs/ R Q? PLSplfedict
items Q?predict PLS (MAE) LM (MAE)
EP 0.574 0.554 - - -
[ T e e s
0.180 0.634
L SRR L0364 045 S,
.. S - .= S N .S S S
EP T » L0280 e S
EP4 - - 0.388 0.493

Note: EE = employee engagement; EP = employee performance; LM = linear regression model; MAE = mean absolute error.
Values in bold indicate that the PLS-SEM model produces lower MAEs than the LM benchmark.
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Employee Engagement

Entrepreneurial Leadership

= Organizational Trust at -1 SD = Organizational Trust at Mean == Organizational Trust at +1 SD

Figure 2. Moderating effect of organizational trust

Table 5. Hypothesis testing

v M DV Effectof IVon M

Effect of M on DV

Direct effect Indirect effect

[95% BC CI] [95% BC CI] [g;'o A)-)Bg\é)ll ('YQ?%'VL?C?]V) Results

EL EE EP _ B [o‘fi;zg;g] _ H1is supported

EB EE EP - - [0.305.?,78:80] - H2 is supported

" F oavos)  pomoma  pubosel  pomows S

€ omvow  ooeomd  pwiosn | oonoos et
EL¥OT EE - [0‘0‘2;’3;;32] - - - H5 is supported
EB*OT @ EE | - [—o.;;);ﬁ?);ss] - - - H6 is rejected
EL*OT EE EP - - - [O.Og‘S(TZO:l.‘OSH H7 is supported

EB*OT | EE |

-0.026"
[-0.061, -0.007]

H8 is rejected

Note: |V = independent variable; M = mediator; DV = dependent variable; 95% BC Cl = bias-corrected confidence intervals at
the 95% level; bootstrap samples = 2000; EL = entrepreneurial leadership; EB = employer branding; EE = employee engage-
ment; EP = employee performance; OT = Organizational trust; ***: < 0.001, **: < 0.01 and *: < 0.05. Values in bold indicate

the point estimates of statistically significant path coefficients.

diated relationship between employer branding
and employee performance through employee
engagement ( = -0.026, p < 0.05), but the nega-
tive moderation leads to H8 not being supported.
Table 5 presents the full results of the hypothesis
analyses, while Figures 2 depict the corresponding
visual summaries.

4. DISCUSSION

In the initial stage, testing was carried out on the
effect of entrepreneurial leadership and employer
branding on employee performance. Results indi-
cate that both entrepreneurial leadership and em-
ployer branding positively influence employee per-
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formance, thereby supporting hypotheses 1 and
2. This finding is in line with other studies that
have proven that with entrepreneurial leaders who
have a strong vision, employees have a better un-
derstanding of the direction and goals of the com-
pany, so they can align their efforts and contribu-
tions to achieve the expected results (Papalexandris
& Galanaki, 2009; Aparisi-Torrijo et al.,, 2022).
Hypothesis 3, which posits that employee engage-
ment mediates the relationship between entrepre-
neurial leadership and employee performance, is
supported. Employee engagement is one of the sim-
plest strategies, but it has a significant impact on
employee retention. When employees feel appreci-
ated for their contributions, their motivation and
engagement in their work increase (Teece, 2018;
Hallo & Nguyen, 2022). Hypothesis 4 suggests that
employer branding influences employee perfor-
mance through employee engagement. Employer
branding has been shown to encourage employee
engagement, which in turn contributes to improved
performance. The results of this study are consis-
tent with Srinivas et al. (2025), who found that a
clear understanding of employer branding encour-
ages employees to apply organizational values in
their daily work, thereby improving performance.

Hypothesis 5 proposing organizational trust as a
moderator of the effect of entrepreneurial leader-
ship on employee engagement yielded the expect-
ed results. The study indicates that trusted lead-
ers strengthen employee engagement at work by
fostering honesty, experience, and leader support
for subordinates. Leaders in small and medium-
sized enterprises often delegate responsibilities to
employees as a way to enhance their engagement
with the organization’s development. Aman et al.
(2023) found that organizational trust emphasiz-
ing leaders’ consistency and honesty strengthens
the positive correlation with psychological well-
being, thereby increasing employee engagement.
The same thing applies to the moderation of or-
ganizational trust in mediating the relationship
between entrepreneurial leadership and employ-
ee performance through employee engagement.
Employees’ engagement is reinforced by the trust
leaders inspire, which promotes a stronger emo-
tional attachment to their work and workplace re-
lationships. Strong emotions toward work encour-
age individuals to perform at their best (Seger et
al., 2023; Tobing et al., 2023). Furthermore, Gerdel
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et al. (2026) found that organizational trust and
meaningful involvement in leaders’ prepared
work can increase employees’ positive feelings to-
ward their work and the organization they work
for. This impacts employee psychological well-
being, including job satisfaction, motivation, and
performance (Karhapaa et al., 2022).

The study did not provide evidence supporting a
positive moderating effect of organizational trust
on the relationship between employer branding
and employee engagement. If organizational trust
is high but employer branding does not align with
reality within the company (for example, if the
company’s promises are not fully fulfilled), employ-
ees may feel disappointed or see employer branding
as merely a marketing strategy lacking substance
(Huseynova et al., 2022). Consistent results were
found regarding the moderating effect of organiza-
tional trust on the relationship between employer
branding and employee performance, with employ-
ee engagement serving as a mediator. The findings
indicate that when organizational trust functions
as a moderator, it weakens the positive effects of
employer branding on both employee engagement
and performance. SMEs often have limited budgets
to create a work environment that truly aligns with
their employer branding (Napp4, 2023).

Findings from this study advance understanding
in organizational behavior, particularly by show-
ing how strategic approaches to leadership and
corporate reputation foster higher employee per-
formance. Unlike previous studies that primar-
ily examine the effects of leadership or branding
separately in stable organizational settings (Kim
& Koo, 2017), this study focuses on the integra-
tion of two strategic approaches — entrepreneur-
ial leadership and employer branding - to drive
employee performance through the mediation
of employee engagement. This study highlights
the unique contribution of employee engagement
as a psychological pathway connecting employ-
ees’ perceptions of organizational values to their
work outcomes, with organizational trust acting
as a moderating factor. The antecedents examined
show distinct patterns of influence: entrepreneur-
ial leadership is the strongest predictor of engage-
ment, while employer branding exerts a signifi-
cant influence only when trust in the organization
is high (Srinivas et al., 2025).
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CONCLUSION

This paper aims to investigate how entrepreneurial leadership and employer branding affect employee
performance in SMEs, considering employee engagement as a mediating factor and organizational trust
as a moderating variable. The results highlight that entrepreneurial leaders who communicate a clear
vision can enhance engagement and align employee efforts with organizational goals, while strong em-
ployer branding enhances performance when employees internalize brand values and feel emotionally
connected to their work. The study found that organizational trust enhances the positive influence of
entrepreneurial leadership on both employee engagement and performance, confirming its importance
as a key moderating factor. However, organizational trust was not found to moderate the influence of
employer branding on both engagement and performance, implying that gaps between branding prom-
ises and actual working conditions may undermine employees’ expectations. Findings highlight the
critical contributions of entrepreneurial leadership, aligned internal branding, and organizational trust
in developing a supportive work environment that drives both employee engagement and employee
performance in SMEs.

This study was conducted in a specific context, focusing on SMEs in the batik industry. Considering that
organizational structures, leadership approaches, and employer branding practices may differ across
industries and institutional settings, future research is encouraged to examine the proposed model in
different sectors and regional contexts to enhance its robustness and broaden the applicability of the
findings. Such extensions would help determine whether the observed relationships remain stable or
vary across different organizational environments, thereby strengthening the coverage of the applica-
tion of the research findings.
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APPENDIX A

Table Al. Questionnaire items

Variables Scale Statements
EL1 i1 use innovation to attract customers
) EL2
Entreprer?eurlal £L3
Leadership (EL)
EL4
................... EL5
EB1
EB2
£B3 | engage in corporate social responsibility initiatives to enhance the company’s reputation as an
i attractive employer
Employer I ma intai healthy wor k ironment to cre f bI d saf for
Branding (EB) B4 | maintain a healthy work environment to create a comfortable and safe company image for
B DO S
£BS i encourage work-life balance practices as a means of improving the company’s image as an
iemployer
EB6
| EE1
EMploy@@e e
Engagement (EE) EE2 .1 takepride inand am fully engaged with the WOrk IPErfONM . s
................... EE3
EP1  ilam able to complete work with consistentresults .
I EP2
EMPIOy@@ e
Performance (EP) EP3 ...1take full responsibility for the results [aChIEVE ettt
EP4  ilregularly achieve established performance targets .
.... EPS
OT1  ilperceive that my organization genuinely values the well-being and interests of its staff
o oT2
OrANIZATIONAl TRUST i
(o) OT3 :lam confidentin my organization’s management capabilites
oTa | perceive that my organization communicates information to personnel in an honest and

transparent manner
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