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ABSTRACT 

The focus of this investigation is small financial institutions based in the United States 

and insured by the Federal Deposit Insurance Corporation (FDIC).  Without a viable market for 

community banks individual and small business investors and borrowers, particularly in rural 

areas, will have less financing options and may be forced to accept the terms dictated by larger 

financial institutions (Walser & Anderlik, 2004).  Additionally, within the literature there is 

minimal empirical evidence informing community banks of appropriate initiatives that may be 

implemented to unleash human expertise through training and development interventions related 

to successful leadership styles.  As competition in the banking industry continues to increase, 

community banks may be compelled to utilize Human Resource Development (HRD) initiatives 

and interventions, similar to the propositions mentioned herein, to enhance their overall 

competitiveness and survivability. 

The primary purpose of this investigation was to identify the leadership styles of branch 

managers and financial performance outcomes as measured by the ROE framework at both small 

and medium-sized community banks.  Second, this investigation sought to add to previous 

research by providing HRD scholars and practitioners with new strategies for evaluating the 

impact of HRD initiatives and interventions within a banking industry context.  Third, through 

this investigation it was determined that particular styles and/or sets of leadership dimensions are 

common at successful small and medium-sized community banking institutions. 
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CHAPTER 1 

 

INTRODUCTION 

Leadership encompasses the study of a broad array of personal attributes.  In one current 

approach, the Full Range Leadership Model (FRLM), leadership can be thought of as existing on 

a single continuum with passive/avoidant leadership at one end, transactional leadership in the 

middle, and transformational leadership at the other end (Avolio & Bass, 2004).  The first 

leadership style, non-transactional passive/avoidant leadership is simply a form of non-

leadership (Yammarino, 1993; Northouse, 2007).  The second leadership style on this 

continuum, transactional leadership, is based on the exchange between followers and their 

leaders.  In transactional leadership, resources and rewards are provided by the leader in 

exchange for accomplishment of tasks, achievement of productivity, and for motivating purposes 

(Nahavandi, 2009).  The third leadership style, transformational leadership is concerned with the 

improvement of performance and the development of followers to achieve their fullest potential, 

and to exceed expectations (Avolio, 1999; Bass & Avolio, 1994; Northouse, 2007). 

Similar to leadership, the study of financial institutions also encompasses a broad array of 

attributes.  The principal role of financial institutions is to perform the function of channeling 

funds from those with surplus funds to those with shortages.  In general, there are seven different 

categories of financial institutions: commercial banks, thrifts, insurance companies, securities 

firms and investment banks, finance companies, mutual funds, and pension funds.  Of these 
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typologies, commercial banks exemplify the largest group of financial institutions in terms of 

dollar value of total assets (Saunders & Cornett, 2011).   

The Federal Deposit Insurance Corporation (FDIC) insures deposits up to $250,000 in 

commercial banking and thrift institutions (which include savings associations and savings 

banks) to encourage and support public confidence in the financial system of the United States.  

The FDIC monitors and assesses risks to deposit insurance funds on a continuous basis, and also 

works to limit effects on both the financial system and the economy when a particular institution 

fails.  Founded in 1933 as a result of widespread bank failures during the 1920s and early 1930s, 

the FDIC is an independent agency of the federal government (FDIC, 2010).  In terms of this 

investigation, the focus was on financial institutions insured by the FDIC, described in the 

industry as commercial bank and thrift institutions in which the major assets are loans and the 

major liabilities are deposits. 

In terms of size, FDIC insured institutions can be divided into three distinct groups 

commonly referred to as large banks, regional or mid-size banks, and small or community banks.  

Previous researchers have defined the three different bank sizes as follows: large banks are 

considered the largest 25 FDIC insured institutions, mid-size banks have total assets of more 

than $1 billion but less than those at the top 25, and community banks have total assets of less 

than $1 billion, and represent the largest number of FDIC insured institutions (Hanc, 2004).   

Community banks can be further subdivided into large community banks, medium-sized 

community banks, and small community banks.  Large community banks can be defined as 

FDIC insured institutions which have assets of less than $1 billion but more than $500 million; 

medium-sized community banks can be defined as FDIC insured banks which maintain total 

assets of less than $500 million but more than $100 million; while small community banks are 
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FDIC insured banks which hold less than $100 million in total assets (Critchfield, Davis, 

Davison, Gratton, Hanc, & Samolyk, 2004).  For the purposes of this study, the focus was on 

FDIC insured small and medium-sized community banks based in the “Wabash Valley” region of 

central to southwestern Indiana and central to southeastern Illinois. 

The number of FDIC insured banks in the United States continues to decline as merger 

activity increases, interstate banking expands, and the industry as a whole consolidates 

(Critchfield et al., 2004).  From 1989 to 2011 the market share of community banks fell 

significantly, while most of the gains went to the largest ten institutions (Morris, 2011).  In 

addition, the number of community banks declined by nearly 50% from 1985 to 2003, with small 

community banks facing the largest decrease, falling by 64%.  The number of medium and large 

community banks; however, with total assets between $100 million and $1 billion, fared much 

better during this period, witnessing only a 13% decline (Critchfield et al., 2004).  Corresponding 

with the increased competition in the banking industry, accountability of human resource 

development (HRD) initiatives and outcomes is increasingly subject to greater scrutiny (FDIC 

2012a; Hanc, 2004; Leeamornsiri, 2005; Nmom, 2004; Showkat, 2013). 

If larger banks continue to actively enter new markets and/or continue to absorb 

community banks, these large institutions may soon be able to offer local customers and small 

business owners the same types of services (personal service, customer responsiveness, opaque 

lending, etc.) that community banks claim as their niche market.  It should be noted; however, 

that many researchers predict community banking institutions will continue to be a significant 

segment of the banking industry for the foreseeable future (Critchfield et al., 2004).  However, to 

enhance community banks’ survival, and to protect existing market share, HRD initiatives 

involving leadership development could be a viable solution.  Further, as competition increases 
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within the banking industry (FDIC 2012a; Hanc, 2004), the people employed by community 

banks, specifically the leadership may be the only aspect that can keep many of these small 

institutions viable in the long term. 

Although the identification of HRD-implemented leadership styles can be very useful for 

organizations, numerous issues arise when attempting to assign monetary values to any 

associated performance outcomes (Cole, 2009; McGuire & Jorgensen, 2011).  Before an HRD 

function can be successfully aligned as a strategic partner, similar to accounting and finance, 

better metrics and analytics must be developed within the discipline (Lawler, Levenson, & 

Boudreau 2004).  Consequently, effective metrics could be very useful in accurately assessing 

the true value of HRD initiatives and interventions and thus elevating the quantitative aspects of 

the field.  Accordingly, if community banks acquire the ability to accurately assess the leadership 

styles of their leaders and the corresponding financial performance outcomes relative to a 

particular leadership style, then these institutions may be able to adjust and maximize 

leadership’s capacity to gain an advantage over their larger competitors. 

Statement of the Problem 

Without a viable market for community banks, individual and small business investors 

and borrowers, particularly in rural areas, will have less financing options, and may be forced to 

accept the terms dictated by larger financial institutions (Walser & Anderlik, 2004).  Within the 

literature there is minimal empirical evidence informing community banks of appropriate 

initiatives that may be implemented to unleash human expertise through training and 

development interventions related to successful leadership styles.  Further, within the HRD 

discipline, there is a lack of empirical evidence reflecting the use of metrics to accurately identify 

the true financial value of successful leadership styles.  However, it should be noted that the 
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identification of successful leadership styles or the creation of sophisticated HRD metrics is not a 

panacea for the success of community banks but may serve as a catalyst to enhance learning, 

development, and increased organizational performance. 

A looming question for small banks that encounter elevated competition is noted as 

follows: Do these institutions utilize leadership-based human resource development (HRD) 

initiatives and interventions to enhance their probability of success?  Therefore, an overarching 

goal of this line of inquiry is to identify specific styles of leadership which may improve 

performance for community banks.  As indicated by Swanson and Holton (2009, p. 103), “Any 

minimization of economic theory in HRD is untenable.”  Ultimately, it is essential for 

practitioners and researchers to evaluate the financial performance outcomes of HRD initiatives 

to meet community banks’ overall objectives. 

Statement of Purpose 

The primary purpose of this investigation is to identify the leadership styles of branch 

managers and financial performance outcomes as measured by the ROE framework at both small 

and medium-sized community banks.  Second, this investigation sought to add to previous 

research by providing HRD scholars and practitioners with new strategies for evaluating the 

impact of HRD initiatives and interventions within a banking industry context.  As a result of 

limited research into the economic foundations of HRD (Swanson & Holton, 2009), the 

revelation of the concept behind this investigation is particularly important for the continued 

development of the HRD discipline.  Third, through this investigation it was determined that 

particular styles and/or sets of leadership dimensions are common at successful small and 

medium-sized community banking institutions.  The results of this investigation indicate that 

medium-sized community banks maintain stronger performance in terms of overall leadership 
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outcomes than do small community banks while maintaining similar perceptions of 

transformational leadership ability. 

Relevance to Human Resource Development (HRD) 

In general, this investigation sought to add to previous research by identifying 

frameworks that may allow more precise measurement of HRD outcomes and, as a result, add to 

existing theory by further advancing the theoretical underpinnings of HRD practice.  Further, this 

investigation sought to add to previous research by identifying the most commonly utilized 

leadership styles as well as the least successful leadership styles of community bank leaders and, 

as a result, adds to existing theory.  Ultimately, this investigation sought to identify financial 

ratio analysis within community banks to provide HRD scholars and practitioners with new 

strategies for evaluating the impact of HRD initiatives and interventions within this context. 

Statement of Need 

As is the case in numerous industry sectors, there has been a significant amount of 

research indicating the need for more accurate metrics for the evaluation of human capital as 

well as HRD initiatives and interventions. Yet, neither accounting professionals nor HRD 

researchers have established a practice to link the true monetary performance outcomes of such 

intangibles as human resources with financial and accounting data (McGuire & Jorgensen, 

2011).  Therefore, this investigation sought to describe a more comprehensive method that could 

be utilized to evaluate financial performance outcomes than currently exists within HRD 

literature and practice.  This method is focused on the use of financial ratio analyses frameworks 

as a progressive measure of financial performance and to assess HRD initiatives such as 

leadership development in terms of organizational performance.  Originating from the 

foundational visualization developed by Swanson (1999), indications are that financial 
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performance outcomes impact performance at numerous organizational levels, and consequently 

may help to broaden the scope of the economic foundations of HRD theory. 

Statement of Assumptions 

 The primary assumption in this investigation is that managers of small and medium-sized 

community bank branches understand how to correctly complete the Multifactor Leadership 

Questionnaire (MLQ) leader form, the primary assessment for the FRLM.  This is substantiated 

by the assumption that a significant number of branch managers may not have the necessary 

training sufficient to appropriately understand their leadership style.  An additional, but related 

assumption is that the outcomes of this study will not be affected by the fact that, based on 

previous investigations of the MLQ, further research may be necessary to completely 

differentiate all of the various scales of the instrument (Bycio, Hackett, & Allen, 1995; Carless, 

1998a; Heinitz, Liepmann, & Felfe, 2005; Huang, Hsu, & Chiau, 2011; Tosi, Misangyi, Fanelli, 

Waldman, & Yammarino, 2004). 

Statement of Limitations 

 As this investigation was conducted in a limited number of community banks in a 

relatively small geographic area, the generalization of findings to other contexts may be limited, 

and may not be applicable.  Therefore, a significant amount of care and caution must be taken 

into account in the utilization of any findings of this study.  Second, this research sought to 

identify leadership styles, individual characteristics, and key financial performance outcome 

ratios.  Because of this, further research will be needed to identify potential evidence of 

causation between leadership styles and financial performance outcomes. 
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Statement of Delimitations 

This research focused on the leadership styles and personal attributes of small and 

medium-sized community bank branch managers.  Further, this examination was bound to a 

limited number of community banks in a relatively small region of the Midwestern United 

States, specifically central to southwestern Indiana and central to southeastern Illinois.  

Therefore, any conclusions of this investigation may not be extended beyond this context, 

population, and geographic area. 

Statement of Terminology 

Passive/Avoidant Leadership 

The Full Range Leadership Model (FRLM) encompasses three main types or styles of 

leadership: (1) Passive/avoidant or non-leadership, (2) transactional, and (3) transformational 

leadership.  The first of these types, non-leadership encompasses two dimensions of leadership 

identified as laissez-faire leadership (LF), and management-by-exception passive (MBEP).  

Passive or avoidant leaders fail to clarify and/or identify potential problems because they do not 

get involved and do not set standards needed to scrutinize results.  This failure to lead usually 

causes a negative effect on numerous factors of performance for individuals, groups, and 

organizations (Avolio & Bass, 2004). 

In general, management-by-exception (both passive and active) can be explained as 

avoidance by a leader in giving direction when current processes are working and performance 

goals are achieved (Hater & Bass, 1988).  Therefore, under this definition, MBEP can be defined 

as the behavior of a leader that only intervenes after a problem occurs.  Conversely, LF leaders 

tend to avoid involvement completely, and can therefore be viewed as the exact opposite of 

transformational leaders (Avolio & Bass, 2004). 
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Transactional Leadership 

Transactional leaders go beyond passive/avoidant leadership by taking an active stance in 

their role as leader.  This style of leadership includes two additional leadership dimensions 

known as management-by-exception active (MBEA), and contingent reward (CR).  MBEA 

identifies leaders that simply monitor follower activities and correct mistakes as they occur.  This 

type of leader relies almost exclusively on corrective measures such as punishment in order to 

achieve organizational objectives.  Therefore, MBEA leaders do not inspire followers to achieve 

excellence as they are forced to focus on short term, immediate outcomes.  Conversely, CR is 

indicative of a leader that only provides followers with rewards when the agreed upon goals are 

met (Avolio & Bass, 2004). 

The Five Dimensions of Transformational Leadership 

Transactional leadership basically results in specific outcomes, which then may or may 

not bring about performance (Bass, 1990; Northouse, 2007).  Transformational leadership by 

comparison results in performance through the additive effect of five distinct dimensions known 

as idealized influence attributes (IA), idealized influence behaviors (IB), inspirational motivation 

(IM), intellectual stimulation (IS), and individualized consideration (IC).  Each of these 

transformational leadership dimensions can be visualized as building upon the other dimensions, 

and when combined, result in performance that exceeds what is expected by management and 

other organizational members (Avolio & Bass, 2004). 

In general, charisma, or idealized influence describes leaders who are deeply respected by 

followers which identify with, and wish to emulate them.  Therefore, leaders with this charisma 

factor can be counted on as good role models (Avolio & Bass, 2004; Bass, 1990; Northouse, 

2007).  The first transformational leadership dimension, idealized influence attributes (IA), 
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describes leaders who have the capacity to build trust among their followers.  These individuals 

are able to inspire followers by focusing on the interests of the group, giving subordinates power 

and pride in their accomplishments.  Therefore, leaders with a high level of IA signify a model 

for followers to emulate. 

The second dimension, idealized influence behaviors (IB), describes leaders who 

maintain integrity in their actions.  These leaders focus on building consensus toward a shared 

mission or vision for the group.  Leaders with a high level of IB are able to build this consensus 

among their followers because subordinates view the leader as one who acts with integrity.  

Moreover, it should be noted that charismatic leadership encompasses the first two dimensions of 

transformational leadership, or the combination of both IA and IB (Avolio & Bass, 2004). 

The third leadership dimension, called inspiration, or inspirational motivation (IM), 

describes leaders who have high expectations and motivate followers to become a committed 

part of the organization’s shared vision (Bass, 1990; Northouse, 2007).  Therefore, leaders with a 

high level of IM are able to inspire others to achieve organizational goals (Avolio & Bass, 2004).   

The fourth dimension, intellectual stimulation (IS), describes leaders who stimulate followers to 

be innovative and challenge not only their own values and beliefs, but those of the leader and the 

organization as well (Bass, 1990; Northouse, 2007).  A leader with a high level of IS has the 

capacity to encourage innovative thinking and to help individuals discover new ways to solve old 

problems (Avolio & Bass, 2004).  Finally, the fifth transformational leadership dimension, 

individualized consideration (IC), describes leaders who build a climate of support where they 

listen to individual needs and assist in the development of their followers.  In summary, the five 

transformational leadership dimensions have an additive effect which results in performance 

beyond expectations (Bass, 1990; Northouse, 2007).    
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It should be noted that transformational leadership is not intended to replace transactional 

leadership.  This is because transformational leadership is built upon and augments transactional 

leadership to achieve organizational objectives.  In addition, the paradigm of the FRLM is built 

upon earlier paradigms that have dominated training, development, selection, as well as research 

throughout the discipline of leadership over the last fifty years.  Thus, transformational 

leadership has been shown to hold significance across all types of industries (Avolio & Bass, 

2004).  However, identifying a realistic and accurate monetary value for leadership development 

programs and other types of HRD initiatives and interventions is becoming increasingly 

important.  Thus, these types of inquiry warrant more accurate discipline-specific metrics for 

researchers and practitioners than currently exist within the literature (McGuire & Jorgensen, 

2011). 

The Multifactor Leadership Questionnaire (MLQ) 

The Multifactor Leadership Questionnaire (MLQ) is considered the primary assessment 

for the FRLM.  The MLQ is a structured questionnaire consisting of 45 items in the MLQ 5X 

Short form which assess how an individual leader fits into the FRLM.  The questionnaire utilizes 

a 5 point scale ranging from “Not at all” to “Frequently if not always,” and takes approximately 

15 minutes to complete (Avolio & Bass, 2004).  The questions in the MLQ rate perceptions that 

followers have of a leader’s behavior for each of the leadership styles in the FRLM from 

transformational, through transactional, and on to passive/avoidant styles of leadership 

(Northouse, 2007). 

Return on Investment (ROI) 

Depending upon the discipline, return on investment (ROI) can be defined in several 

ways.  In accounting terminology, ROI is generally defined as the product of the profit margin 



12 

and asset turnover ratios (Albrecht, Stice, Stice, Skousen, & Swain, 2002; Horngren, Harrison, & 

Oliver, 2012; Warren, Reeve, & Duchac, 2012).  The corresponding value is equal to the net 

income divided by the total assets of the organization (Albrecht et al., 2002).  Consequently, 

when calculated in this manner, ROI is equivalent to the financial ratio identified as return on 

assets (ROA) commonly utilized by financial institutions and also recognized as a subcomponent 

ratio of the return on equity (ROE) framework (Mishkin & Eakins, 2009; Saunders & Cornett, 

2011). 

 In terms of human resources, Cascio and Boudreau (2008) identify ROI as being equal to 

the total expected benefit of a program divided by the total amount invested in the program.  

Similarly, another approach to calculating ROI indicated by Phillips (1997) as well as McLean 

(2006) posits that ROI is identified as a percentage equal to the program benefits minus the 

program costs (or the net program benefits) divided by the program costs multiplied by 100.  

Ultimately, whether in terms of accounting, finance, or human resources, ROI typically 

encompasses some type of income or benefit divided by some form of investment or cost.  One 

of the major weaknesses in measuring ROI no matter how it is calculated is that it encompasses 

only one indicator of performance.  Thus, measurement of ROI in isolation will not reveal any 

underlying aspects of strength or weakness affecting financial performance (Albrecht et al., 

2002).  Therefore, to evaluate financial performance in more detail, an explanation of a 

comprehensive framework for financial performance may be useful for HRD researchers and 

practitioners.  

The Eleven Key Ratios in the Return on Equity (ROE) Framework 

Primary ratios in the ROE framework.  The primary ratios in the ROE framework are 

presented in this section; further, definitions of other key ratios in the framework are indicated in 
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Appendix A.  Theoretically, all 123 ratios of the ROE framework could be utilized to investigate 

financial performance outcomes at four distinct targeted levels of performance including the 

individual, team, organization, and process levels.  As this investigation represents an initial 

inquiry into the potential connections between financial ratio analysis framework data and 

targeted performance levels, only the most relevant indicators of the ROE framework will be 

presented. 

It should be noted; however, that significantly high or low values of these financial ratios 

may indicate underlying problems at an institution (Saunders & Cornett, 2010).  Therefore, 

further investigations may identify the necessity of further decomposition of this framework and 

its possible connections with the four targeted levels of performance.  Figure 1 illustrates the key 

ratios in the Return on Equity Framework as indicated by Saunders and Cornett (2011).  The 

framework begins with ROE (Ratio 1), which is an overall measure of bank profitability.  This 

ratio represents the percentage of net income to average equity, and in general, the higher this 

ratio, the more profitable the institution.  ROE can also be calculated as a product of the return 

on assets (ROA) and the equity multiplier (Mishkin & Eakins, 2009). 

ROA (Ratio 2) is the amount of net income (after extraordinary items and taxes) divided 

by the average total assets held by the bank, and thus, indicates how efficiently an institution 

utilizes its assets to generate earnings.  The other component part of ROE, the equity multiplier 

(Ratio 3) measures how assets are funded with equity in relation to debt.  Therefore, the equity 

multiplier is a basic measure of leverage, or the bank’s ability to utilize debt to acquire additional 

assets.  ROA has two primary component parts, the profit margin and the asset utilization ratio. 

First, the profit margin (Ratio 4) measures a financial institution’s capacity to control its 

expenses, and thus, produce income from its revenue.  As a bank becomes more efficient in 
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controlling its expenses, the institution will become more profitable as well.  The second 

component part of ROA, commonly referred to as asset utilization (Ratio 5), is a measure of how 

much interest and noninterest income the bank creates per dollar of assets held.  As a bank’s 

income produced per dollar of assets increases, the institution will become more profitable 

(Saunders & Cornett, 2011). 
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Additional ROE framework ratios.  The ROE framework can also be configured to 

identify the component parts of profit margin and asset utilization.  As discussed, profit margin 

measures a bank’s ability to produce income by controlling its expenses.  Therefore, a 

breakdown of the profit margin can identify and isolate numerous income statement expense 

items.  As shown in Figure 1, the profit margin is composed of four main ratios consisting of the 

interest expense ratio (Ratio 9), the provision for loan loss ratio (Ratio 10), the noninterest 

expense ratio (Ratio 11) and the tax ratio (Ratio 12).  Overall, the addition of the four numerators 

of these ratios subtracted from the denominator (or the bank’s total operating income) equals the 

net income of the institution (Saunders & Cornett, 2010).  Consequently, the lower these ratios 

are, the higher the bank’s overall profitability.  Although an institution is more profitable when it 

maintains relatively low profit margin component ratios, low values for any of these ratios may 

also be indicative of an underlying problem.  Therefore, a more comprehensive understanding of 

the profit margin ratios may be necessary (Saunders & Cornett, 2011). 

As previously discussed, asset utilization measures how the bank generates revenue with 

its assets.  The decomposition of the asset utilization ratio divides total revenue into interest and 

noninterest income, and therefore this ratio is primarily composed of the product of the interest 

income ratio (Ratio 60) and the noninterest income ratio (Ratio 61).  High values of these two 

asset utilization component ratios identify the efficient use of resources to create income, and 

thus, are usually positive for a bank.  However, high values may also indicate underlying 

problems, potentially necessitating further decomposition of asset utilization (Saunders & 

Cornett, 2010). 
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Statement of the Methodology 

This investigation focused on the leadership styles of small and medium-sized 

community bank branch managers in central to southwestern Indiana and central to southeastern 

Illinois.  To assess branch manager perceptions of transformational leadership, the Multifactor 

Leadership Questionnaire (MLQ) 5X Short form was utilized as it is considered the most widely 

employed measure of transformational leadership (Northouse, 2007).  Likewise, additional 

questions covering individual characteristics such as age, time in position, years of experience in 

the field, and educational background were asked of each branch manager completing the MLQ.  

This data was utilized for comparison purposes and was subsequently analyzed by statistical tests 

of significance to identify correlations among perceived leadership styles and personal data. 

While return on investment (ROI) provides a useful guideline for practitioners in 

designing training and development interventions, to assess the numerous performance outcomes 

that may be caused by the type of initiative or intervention utilized in an organization, ROI as a 

single point of analytical focus may not be sufficient.  Although researchers have shown 

statistical significance connecting HRD outcomes with a few key financial indicators, as 

indicated by previous investigators (e.g., Ellinger, Ellinger, Yang, & Howton, 2002), it is 

proposed that a more in-depth evaluation of performance outcomes be generated. 

Accordingly, archived data obtained from the financial statements of individual 

institutions and the ROE framework that is developed from this data was presumed to provide a 

more precise measurement of financial performance.  Archival financial data that is 

organizational in nature was obtained from the FDIC, and was thus considered organization 

performance level data in this investigation.  Data at the team targeted performance level was 

evaluated as branch level data given that individual bank branches form a cohesive team, and 
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branch banking is ubiquitous throughout the industry.  As a result of this research, the 

identification of both transformational leadership and profitability were made among small and 

medium-sized community banking institutions. 

Research Questions 

 This investigation sought to answer the following questions: 

1. What are the differences in profitability, as indicated by the ratios in the ROE framework, of 

small community banks in comparison to medium-sized community banks? 

2. What are the differences of the personal characteristics of age, time in position, years of 

experience in the field, and educational background of branch managers at small and 

medium-sized community banks? 

3. What leadership styles of the FRLM (transformational leadership, transactional leadership, or 

non-leadership), if any, as measured by the Multifactor Leadership Questionnaire (MLQ), 

are perceived by branch managers to be most common in small community banks as 

compared to medium-sized community banks? 
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CHAPTER 2 

 

LITERATURE REVIEW 

In essence, the characteristics that separate human resources (HR) from other types of 

resources are that individuals can act independently, they maintain their own internal learning 

processes, and ultimately, they cannot be owned.  These characteristics have ensured that despite 

decades of work attempting to create an appropriate method of accounting for HR, the 

development of suitable metrics for the overall discipline remains unsettled (Cleary, 2011; 

Holton & Naquin, 2004).  Human resources are often considered intangible; however, a recurring 

question regarding the status of intangibles such as HR posits whether they should be considered 

investments or expenditures (Bounfour, 2003). 

It seems evident that the human resource development (HRD) community would view the 

improvement of HR as an investment.  Even though many perceive that intangible rather than 

tangible assets lead to organizational success, accounting requirements usually ignore or 

understate intangible assets (Perrier, 1996; Thompson, 1999).  Accordingly, to ensure that 

intangibles such as the efforts of HRD are not viewed as expenditures; researchers and 

practitioners must account for investments in the development of people to more precisely 

determine their real rate of return (Bounfour, 2003). 

Increasingly, researchers have suggested that the value employees provide represents the 

primary assets of today’s organizations (Cain & Kleiner, 2002; Cleary, 2011; Walker & 
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MacDonald, 2001).  Additionally, the intellectual capital, including the talents and ideas of 

individual employees, signify a critical resource leading to organizational effectiveness (Belasco 

& Stayer, 1994).  In fact, the combination of intangible assets and HR make up over 50% of the 

total business output in the United States economy (Kappos & Graham, 2012).  Consequently, 

institutional investors are not only aware of such intangible data; they actually utilize it in 

making investment decisions.  Further, earnings forecasts are considered more accurate when 

numerous intangibles such as HR are accounted for.  Not only is the risk to investors reduced 

when intangible data are taken into account, but when these indicators are strong, the firm has an 

improved ability to raise capital (Ernst & Young Center for Business Innovation, 1997).  

Therefore, accurate measures of HRD performance outcomes may have the potential to be 

utilized as indicators of an organizations future financial performance. 

Ultimately, it is critical for the entire discipline to develop new measures for evaluating 

the development of HR, and to design new metrics that can differentiate between appreciating 

and depreciating intangibles (Cleary, 2011).  A major issue; however, is identifying connections 

between financial performance outcomes and specific HRD programs.  This step is critical in 

accurately defining the financial value of HRD initiatives and interventions.  Although the 

identification of such connections could be very useful for organizations, numerous issues arise 

when attempting to assign monetary or other quantitative values to any related performance 

outcomes (McGuire & Jorgensen, 2011).  Additionally, for both product and service 

organizations that seek to account for intangible assets such as HR, significant problems may 

occur when attempting to accurately evaluate financial performance.  Previous research; 

however, indicates a strong correlation between competitive advantage and investments in 
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intangibles such as HRD, thus highlighting the need for a new model for identifying overall 

performance (Bounfour, 2003). 

The next step in the evolution of HR is for professionals to develop analytical literacy to 

facilitate data driven decision-making processes.  It is well established that human capital 

influences performance through complex arrangements, and increasingly, upper management 

expects HR professionals to understand both analytical analyses and business terminology.  

Therefore, analytical literacy could give HR professionals the competencies needed to recognize 

and subsequently utilize the appropriate measures needed to address some of the strategic 

concerns of the future (Huselid & Becker, 2005).   

It is increasingly apparent that organizations are investing heavily (American Society for 

Training and Development, 2012) in HRD programs, and many desire greater accuracy in 

evaluating the level of success and financial return of such programs.  Concurrently, many HRD 

professionals believe that the rate of return may not necessitate investments in evaluation 

initiatives.  One reason for this perception is that the cost of conducting an evaluation may 

outweigh the potential benefits.  Another reason is that the effects of training may be difficult if 

not impossible to quantify (McGuire, 2011) with existing measurement techniques.  Thus, we 

must move beyond traditional evaluation of training and development (T&D) and toward an 

understanding of how organizations utilize T&D to effectively improve performance leading to 

desirable business results (Brinkerhoff, 2006).  Often; however, HRD initiatives and 

interventions are implemented as an act of faith, or simply a gut feeling that more investment 

must lead to positive effects therefore eliminating the need for evaluation (McGuire, 2011).  

These perceptions may have served the discipline well in the past.  However, if HRD is to 
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become a mature scientific discipline, scholars and practitioners within the field must advance 

beyond past perceptions by defining valid and reliable metrics that give more precise results. 

It is evident that if HRD is to be successfully aligned as a strategic partner, better metrics 

and analytics must be developed within the discipline (Lawler, Levenson, & Boudreau 2004).  

Consequently, effective metrics could be very useful in accurately measuring the real value of 

HRD initiatives and interventions, and thus elevating the quantitative aspects of the field.  

Accordingly, if small banks acquire the ability to accurately measure investments in HRD and its 

corresponding financial performance outcomes, then these institutions may be able to adjust and 

maximize HRD’s capacity to compete with and perhaps gain an advantage over their 

competitors. 

Basis for a Conceptual Framework 

 The foundations of this work are supported by conceptual and theoretical views of small 

banks’ business strategies, ratio analyses, targeted levels of performance, and financial 

performance outcome measures.  Throughout the literature, researchers have indicated the need 

for more accurate evaluation metrics of HRD initiatives and interventions (Boudreau & Ramstad, 

2007; Huselid & Becker, 2005; Lawler, Levenson, & Boudreau 2004; McGuire & Jorgensen, 

2011).  Yet, neither accounting professionals nor HRD researchers have established a practice 

linking monetary performance outcomes of such intangibles as HR with financial and accounting 

data (Cleary, 2011).  Therefore, research is needed to develop a more comprehensive approach to 

measuring financial performance outcomes than exists within the current HRD literature.   

In the proposed conceptual framework, financial ratio analysis is utilized with forward-

looking financial indicators to develop a progressive measure of financial performance.  This 

framework is subsequently focused on any of four targeted levels of performance which include 
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the (1) individual, (2) team, (3) organization and (4) process levels.  Based on the visualization 

of the foundations of HRD developed by Swanson (2007), indications are that financial 

performance outcome measures may have a connection to each targeted level of performance. 

Before HRD can become a mature decision science similar to marketing and finance, 

practitioners and researchers must first develop a decision framework that accurately defines 

connections between HRD decisions and organizational goals, thus providing a basis for 

evaluation.  Accordingly, the principles of this HRD decision framework must be aligned with 

organizational data, measurement, and analysis.  Today, HR measures largely exist in accounting 

systems to provide information for monitoring functional activities and controlling labor costs.  

Although major advances in applying analytics to HR have occurred in recent years, these 

methods may fail to precisely identify financial performance outcomes because of the lack of a 

comprehensive decision framework (Boudreau & Ramstad, 2007).  Further, if HRD 

professionals intend to have a strategic role in their organization, they must develop the ability to 

measure how human capital and business decisions affect one another.  Therefore, it may simply 

be the case that to elevate the HRD discipline as a strategic partner, all that is needed is to 

develop better HR metrics linked to organizational strategy and effectiveness (Lawler, Levenson, 

& Boudreau, 2004). 

To identify how (1) business strategies, (2) human resources, (3) financial performance, 

and (4) financial ratio indicators are inexorably linked we turn to a conceptual framework that 

has been developed from the work of previous strategic management, HRD, and economics 

researchers.  As illustrated in Figure 2, this framework begins with various competitive aspects 

which are linked to business strategy and subsequently linked to functional strategies such as HR 

and finance.  Next, both business and functional strategies are linked to organizational 
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performance which consists of market and financial performance.  Finally, organizational 

performance is linked to financial indicators such as return on investment (ROI), return on equity 

(ROE), and market value added (MVA). 
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This framework provides a conceptual bridge linking strategy, performance, and financial 

outcome measures.  Furthermore, this framework is supported by numerous empirical studies 

linking the impact of industry and firm specific factors as well as strategy to overall 

organizational performance (Mauri & Michaels, 1998; McGahan & Porter, 1997; Phongpetra & 

Johri, 2011; Rummler & Brache, 1995; Spanos & Lioukas, 2001).  Thus, the framework 

illustrated in Figure 2 may provide a solid foundation for identifying the connections between 

financial outcome measures and leadership styles of branch managers at FDIC insured 

community banks. 

Issues in the Small Banking Sector 

An important area of concern is how community banks can develop their human 

resources to remain competitive and protect existing market shares.  Currently, most FDIC 

insured institutions remain profitable (Hanc, 2004; FDIC, 2012b); however, small institutions 

must manage multiple deficiencies to minimize risks and thus, remain competitive (Fraser & 

Fraser, 1990; Saunders & Cornett, 2011).  This situation is exasperated by the expansion of 

interstate banking, as well as increasing merger activity and industry consolidation, leading to an 

overall decline in the number of FDIC insured institutions (Hanc, 2004).  Further, survey results 

of small bank managers indicate the perception that large banks maintain an enhanced ability to 

attract qualified applicants.  Thus, the talent pool has diminished for many small institutions 

(Critchfield et al., 2004). 

Larger banks have attempted to aggressively compete with community banks in local 

areas for their customers and have increased their overall share of the market (Ou, 2005).  For 

example, from 1989 to 2011 the market share of community banks fell significantly, while most 

of the gains went to the largest ten institutions.  Since 2009, the profitability of community banks 
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has improved, but still remains below the historical norms of the last two decades.  Although 

profitability is improving for banks at all size levels, continued increases in profitability for 

community banks will be increasingly difficult in the coming years (Morris, 2011). 

Community banks of all sizes are known to provide numerous benefits to the 

communities in which they operate (Critchfield et al., 2004; Hanc, 2004, Hoenig, 2010).  For 

instance, community banks are tied to their communities in that they support local economic 

development, and they are commonly owned and managed by members of their local 

community.  As a result, most of these institutions have an immediate and vested interest in the 

success of their community (Hoenig, 2010).  For example, since the beginning of the recession in 

2007, community banks provided more credit than large banks in terms of the percentage of 

banks increasing loans and the percentage change in total loans among each size class of FDIC 

insured institution (Morris, 2011).  Specifically, as most of the larger institutions reduced their 

business lending at the height of the financial crisis in 2009, approximately 45% of institutions 

with less than $1 billion in total assets increased their lending to businesses (Hoenig, 2010). 

In addition, small business and farm borrowers have opaque attributes that small bank 

personnel understand because they have close relationships with these types of borrowers.  In 

short, this opacity means that community banks can see through to the real wants and needs of 

small borrowers better than larger banks can.  Consequently, community banks generally have 

the capacity to understand the essential needs of small borrowers better than larger banks.  This 

ability gives community banks a strong competitive advantage for servicing and retaining 

customers in smaller markets (Walser & Anderlik, 2004).  

Community banks continue to face an uncertain future as they confront growing 

competition from larger banks in a constantly changing industry (Walser & Anderlik, 2004; 
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Hoenig, 2010).  Even as large banks continue to expand their operations, regional and 

community banks still maintain a significant presence in numerous markets.  For example, banks 

with less than $10 billion in total assets hold a majority of the deposits in 16 states (Hoenig, 

2010).   However, with continued merger and acquisition activity in the banking industry, as well 

as shrinking population rates in rural areas where many small banks operate, community banks 

may need to find new ways to compete if they are to survive in the future (Walser & Anderlik, 

2004).  Assuming large and mid-size banks discover how to outperform community banks in 

smaller markets, the result could be a major setback for the future of these institutions and their 

unique customers. 

As community banks tend to be most competitive in smaller markets, these institutions 

may find themselves at an overall competitive disadvantage if larger institutions become more 

profitable in rural areas.  Furthermore, the viability of most small banks may be in jeopardy if 

larger institutions become more competitive in the markets for small farm and small business 

borrowers.  Without the small banking sector, many small borrowers will have less financing 

options, and thus, may be forced to accept the terms of larger institutions.  Although this 

prospect is not imminent, it is possible and even likely over the long term (Critchfield et al., 

2004; Hein, Koch, & MacDonald, 2005).  Consequently, if large and midsized banks can elevate 

their profitability, such institutions may promptly strategize to dominate the niche markets where 

community banks now survive (Mambrino & Michael, 2007).  Therefore, a focus on leadership 

development, combined with more accurate measures of financial performance outcomes by 

community banks could protect the existing market share of these institutions, and thus could 

enhance the overall profitability of this sector of the banking industry. 

 



27 

Leadership and Performance Outcomes 

Leadership Development and Return on Investment (ROI) 

As organizations look to quantify returns for their leadership development programs, 

return on investment (ROI) is becoming an increasingly important standard.  In fact, Rohs (2003) 

demonstrated that as much as $3.86 in benefits was achieved for every dollar invested in 

leadership development programs.  Therefore, ROI can be extremely useful for both strategic 

managers and HRD practitioners because ROI calculations identify leadership training and 

development initiatives as an investment from which a financial return can be evaluated 

(Williams, Graham, & Baker, 2003).  It should be noted; however, that whenever possible, actual 

financial data should be used in ROI calculations, as it is more reliable and credible than values 

that have been estimated (Phillips, 1997). 

In a 2003 study by the Corporate Leadership Council, researchers indicated that what 

they term “Top Tier Leadership Organizations” provide a 10% higher total shareholder return 

than their industry peers (Winston, 2008).  Investigating leadership development programs in the 

water industry in Australia, Taylor (2010) indicated that when these programs are customized for 

specific types of leaders, not only were desired leadership behaviors promoted, but these 

programs were able to generate a positive ROI of 190% in less than a year.  However, 

customized leadership development programs can be expensive to develop because of the 

multitude of aspects involved.  In addition, customized leadership development programs cannot 

be pursued in other contexts without a significant amount of effort to validate program 

effectiveness in other areas (Taylor, 2010). 

Investigating the impact of executive coaching in business, Levenson (2009) concluded 

that the level of sophistication in the role of the executive and the relationship between 
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individual performance and the environment of the organization is related to the degree that it 

will impact the business.  Further, Avolio, Avey, and Quisenberry (2010) indicated that 

leadership development programs in which high potential participants are recruited, maintain an 

ROI of eight times higher than is found in leadership development programs in which low 

potential participants were recruited.  Conversely, Simmonds and Tsui (2010) indicated that 

competitive advantage and leadership capacity tends to improve, and organizational structure 

will change as a result of increased investment in leadership programs.  The authors of this 

investigation concluded that when senior executives are involved in the process and 

implementation, leadership development programs can be very effective in fostering learning 

implementation, teaching commitment for organizational strategies, and imparting leadership 

skill (Simmonds & Tsui, 2010).  

Transformational Leadership and Performance 

In general, previous investigators have identified numerous connections between 

transformational leadership and organizational performance.  Investigating the relationship 

between transformational leadership, organizational innovation, and performance, researchers 

found significant positive correlations between transformational leadership and organizational 

performance (Garcia-Morales, Matias-Reche, & Hurtado-Torres, 2008).  Further, Lakshman 

(2009) indicated support for positive correlations between executive perceptions covering a 

multitude of leadership abilities and organizational performance.  Investigating obstacles to 

effective strategy implementation, Cater and Pucko (2010) found that inadequate leadership 

skills had a negative influence on organizational performance in terms of ROE. 

Other researchers investigating the impact of transformational leadership on 

organizational performance found a connection to organizational learning which subsequently 



29 

impacted organizational performance (Choudhary, Akhtar, & Zaheer, 2013).  Further, Barling, 

Weber, and Kelloway (1996) found that transformational leadership training for branch 

managers significantly affected the financial performance of banks at the branch level.  In 

addition, Dalakoura (2010) indicated significant correlations between numerous leadership 

development variables and financial performance.   

Bacha (2009) indicated that organizational performance is dependent upon the charisma 

of the chief executive officer (CEO).  Further, researchers investigating the effects of three 

transformational leadership dimensions (charisma, individual consideration, and intellectual 

stimulation) found that only charismatic leadership significantly impacts organizational 

performance in a positive manner (Huang, Hsu, & Chiau, 2011).  However, other researchers 

investigating the supposed link between charisma and firm performance indicated no relationship 

between the charisma of a CEO and the financial performance of the firm even under conditions 

of high uncertainty.  In addition, no relationship was identified between a CEO’s charisma and 

their cash compensation, although it was demonstrated that charismatic CEOs do receive higher 

overall compensation than less charismatic peers in their industry (Tosi et al., 2004).   

As conditions become more turbulent in the banking industry, commercial banks need 

transformational leaders now more than ever before to remain competitive (Vishalli & Mohit, 

2004).  Furthermore, transformational leadership has received significantly more empirical 

scrutiny than all other leadership theories over the last twenty years in the organizational science 

literature (Bass, 1998; Judge & Bono, 2000; Lowe & Gardner, 2000; Walumbwa, Orwa, Wang, 

& Lawler 2005).  Consequently, the dimensions of transformational leadership give a solid 

theoretical framework in which to investigate human resource development (HRD) initiatives in 

commercial banking institutions. 
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Moreover, numerous researchers have demonstrated empirically that transformational 

leadership training can greatly improve both employee and financial performance (Barling, 

Weber, & Kelloway, 1996; Dvir, Eden, Avolio, & Shamir, 2002; Howell & Avolio, 1993; 

Huang, Hsu, & Chiau, 2011; Rohs, 2003; Simmonds & Tsui 2010).  A major issue; however, is 

finding specific financial connections between performance outcomes and the leadership style of 

a particular individual.  This step is critical in accurately defining the financial value of HRD 

initiatives and interventions such as leadership development programs. 

Targeted Levels of Performance 

Total performance can be analyzed at the business unit level and can be subsequently 

broken down to identify performance at the activity level.  However, because such concepts are 

often viewed as vague, obtaining a complete understanding of organizational performance will 

require more precise criteria and more accurate definitions of actual performance (Bounfour, 

2003).  Therefore, to articulate the results of leadership style with greater precision, financial 

performance outcome indicators could be targeted at the individual, team, organization, and 

process levels of performance.  Thus, indicators of financial performance outcomes may be 

focused on targeted performance levels of the organization so the results can be expressed with 

greater accuracy.  Consequently, an explanation of the “theoretical foundations of performance 

improvement” (Swanson, 2007, p. 16) is required to reveal how this may be achieved.  

As shown in Figure 3, at the individual level, procedures are accomplished and managed 

by individual employees as they complete various jobs at the individual targeted level of 

performance.  Second, groups of employees operating interdependently with a common purpose 

are identified at the team targeted level of performance.  Third, the entire organization, including 

its relationships with the marketplace, is recognized at the organization targeted level of  
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performance.  Fourth, the existing workflow at the three aforementioned levels encompassing 

how work is accomplished within the organization and its market is identified as the process 

targeted level of performance.  Finally, the four targeted performance levels including all of 

HRD theory sits atop the three foundations of economic, systems, and psychological theory 

which is based upon the concept of ethics (Swanson, 2007). 

Visualized in Figure 3, it is proposed that each of the three foundational theories of HRD 

(or legs in the model) be visualized as three wedge shapes when viewed from above.  This 

visualization maintains that each of the three foundations of HRD theory begins at the individual 

level, is expanded at the team level, and subsequently further expanded at the organization level.  

The wedge shape was chosen because movement from the center to the outside edge (or from the 

individual to the entire organizational level) as displayed at of the top of the model (or stool) 

represents the expanding role of each of the three foundational theoretical underpinnings of 

HRD.  Therefore, when visualized in this manner, performance outcomes can be identified at 

each of the four targeted levels which may subsequently be evaluated for the purposes of 

improvement (McLean, 2006; Rummler & Brache, 1995; Swanson, 2007).  Consequently it is 

feasible that accounting and financial indicators could be utilized by both practitioners and 

researchers to identify HRD financial performance outcomes at each of the four targeted levels 

of performance. 

Financial Analysis in FDIC Insured Institutions 

As a result of heavy regulation in the banking industry, FDIC insured institutions must 

submit a wide array of financial information by the end of each calendar quarter.  This data must 

be submitted as numerous financial reports indicating the status of the bank as of the last day of 

March, June, September, and December so that both investors and regulators have timely and 
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relevant information.  The two most common financial statements utilized by FDIC insured 

institutions include the balance sheet, also known as the report of condition, and the income 

statement, also known as the report of income (Saunders & Cornett, 2011).  This data is 

commonly evaluated through financial ratio analysis by bank managers to assess institutional 

performance. 

To be useful for comparison purposes, financial statement data must first be standardized.  

A very common way to do this is to utilize percentages instead of dollar amounts, thus creating 

standardized or “common-size statements” (Ross, Westerfield, & Jordan, 2001, p. 51).  By 

dividing accounting indicators into one another, this type of analysis, also known as financial 

ratio analysis, arrives at a percentage that can be easily utilized for the purposes of comparison 

(Fraser & Fraser, 1990; Mishkin & Eakins, 2009).  Consequently, financial ratio analysis entails 

the utilization of selected accounting ratios from the financial statements which are subsequently 

analyzed to evaluate the current financial performance of the institution.  In addition, through 

ratio analysis the financial performance of the institution is compared to other banks and industry 

averages through cross-sectional analysis.  Further, the financial performance of the institution is 

compared over time through time series analysis which allows comparison of the past and 

present performance of the institution with that of competitors and industry averages (Saunders 

& Cornett, 2011). 

Measures of financial return.  In recent years, ROI has increasingly been utilized by 

practitioners and researchers in an attempt to quantify returns for HRD programs.  Accordingly, 

calculations of ROI have shown a high level of utility for determining a financial return from 

investments in HRD initiatives and interventions (Williams, Graham, & Baker, 2003).  However, 

as competition continues to increase, the single-focused approach of utilizing ROI in estimating 
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the value of HRD initiatives may soon become insufficient for management.  More precisely, as 

the banking industry becomes increasingly competitive, an HRD evaluation approach that only 

focuses on a single ROI estimate may be inadequate for strategic decision making.  Further, 

measurement of ROI should utilize actual financial data as compared to estimated values because 

real data is more accurate, and thus is more credible (Phillips, 1997). 

It would be useful to HRD practitioners and researchers; however, if financial and 

accounting data could be correlated with a particular HRD initiative or intervention.  Further, 

analytic measures of return are most informative when used in combination with other measures 

of performance since each measure simply functions as a single part of a comprehensive 

evaluation process (Horngren, 1982; Phillips, 2012; Saunders & Cornett, 2011).  Therefore, 

utilizing a variety of evaluation and measurement techniques in combination may provide more 

precise information in determining the value of HRD programs (Ellinger et al., 2002; McGuire, 

2011).  Consequently, utilizing financial and accounting data to develop a more detailed analysis 

of financial performance outcomes may provide greater information. 

A useful framework for bank managers in conducting ratio analysis focuses on the return 

on equity (ROE) of the institution.  As previously discussed, ROE is a ratio of the bottom line 

and is thus the most commonly utilized measure of overall profitability.  In the context of 

financial institutions, this ratio is calculated by dividing the bottom line of the income statement, 

or net income, by the balance sheet indicator of total equity capital (Mishkin & Eakins, 2009).  

Equity, in accounting terminology, refers to the amount of investment by the owners of the firm, 

or the level of ownership interest (Pahler, 2006).  Therefore, the terms investment and equity, as 

well as the returns calculated by the use of ROI and ROE are similar, although not entirely 

synonymous. 



35 

A major drawback; however, in utilizing accounting and financial data is that these 

indicators only provide information about past and present performance (Skousen, Stice, & Stice, 

2000).  Consequently, reporting past and present financial performance may be insufficient for 

forward-looking firms in an increasingly competitive environment (Becker, Huselid, & Ulrich, 

2001).  Further, because single financial measures cannot clearly describe a firm’s financial 

performance, several different indicators must be utilized when evaluating an organization 

(Ellinger et al., 2002; Saunders & Cornett, 2011).   

HRD initiatives and interventions often require an investment in the present for potential 

returns over future periods.  Therefore, an appropriate performance outcome measure should be 

calculated to indicate that current investments will yield returns over multiple future time 

periods.  As the payoff will occur in the future, the financial performance outcome measure 

should incorporate the concept of time value of money where a dollar received in a future time 

period is worth less than a dollar received today.  Accordingly, net present value (NPV) analysis 

could be utilized to calculate costs and benefits over multiple future time periods into present 

values at the time of the analysis (Becker, Huselid, & Ulrich, 2001; Ross, Westerfield, & Jordan, 

2001). 

In addition to measuring the present value of future returns, previous investigators have 

suggested that organizations should also utilize forward-looking approaches by employing 

leading indicators to assess the current state of HR practices (Cleary, 2011; Ellinger et al., 2002; 

Fitz-enz, 2009).  This type of accounting for employees (Cleary, 2011), or Human Resource 

Accounting (HRA) is defined as both the perception of HR issues and decisions as well as 

measures that allow the quantification of HR strategies upon the worth of individuals as 

resources (Flamholtz, 1985). 
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Because HRA was a strikingly novel approach, researchers debated the appropriateness 

of placing HR values on the balance sheet, a debate that continues, to some extent (Gröjer & 

Johanson, 1998).  In subsequent decades; however, both accounting and HR researchers have 

failed to define an accurate foundational theory, even though HRA is conceptually sound 

(Cleary, 2011; Pilenzo, 2009).  Consequently, the rationale for investigating areas of research 

into HRA remains as valid today if not more so than it was when research on the topic first 

began in the 1960s (Cleary, 2011). 

However, many researchers may continue to overlook the accounting of HR simply 

because financial and accounting data tends to be historical in nature.  As a result, forward-

looking indicators such as market value added (MVA) and Tobin’s q could also be utilized to 

develop a comprehensive understanding of HRD financial performance outcomes (Ellinger et al., 

2002).  In almost every organization, the primary goal is to ensure the efficient allocation of 

scarce resources by maximizing the wealth of shareholders.  The difference between the amount 

of equity capital provided by shareholders and the market value of the organization’s stock is 

defined as MVA.  Consequently, the higher a firm’s MVA, the more efficiently resources are 

being utilized, thus, the more shareholder wealth is being maximized by the organization 

(Brigham & Ehrhardt, 2005).  Since MVA represents a premium the market places on a stock 

beyond the capital invested by organizational shareholders, it is considered a forward-looking 

indicator.  Thus, when MVA is positive, it may represent an increase in overall shareholder 

wealth (Ellinger et al., 2002). 

The calculation of Tobin’s q, defined as the difference between the market value of a firm 

and the replacement cost of organizational assets is another forward-looking measure of 

organizational performance.  This ratio has been utilized to explain a wide array of 
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organizational phenomena such as: the relationship between firm value and equity ownership; 

managerial performance; compensation, dividend, and financing policies; as well as differences 

in diversification and investment decisions (Chung & Pruitt, 1994). 

In general, Tobin’s q can be considered a forward-looking indicator as firms that maintain 

high q values exemplify organizations in which the market anticipates increasing investment 

opportunities in the future (Ellinger et al., 2002).  Although such forward-looking approaches 

can be very useful for HRD scholars and practitioners, it may be most beneficial for small banks 

if these indicators are evaluated along with a financial ratio analysis framework that allows 

comparison among competitor institutions.  Therefore, exploring the connection between HRD 

programs and financial performance outcome measures (such as ROE and its component parts as 

well as forward-looking indicators), may provide more precise measurements of HRD results. 

Financial ratio analyses frameworks.  On a comprehensive level, ROE is represented 

as an equation consisting of 123 financial ratios that can be utilized to identify individual 

elements of strength and weakness impacting a bank’s overall financial performance.  The 

decomposition of ROE as a framework expands upon the concept of the DuPont framework 

(Saunders & Cornett, 2011), also known as the DuPont identity (Ross, Westerfield, & Jordan, 

2001), and the DuPont return on equity model (Boudreau & Ramstad, 2007). This framework 

was initially developed by the DuPont Corporation in the early Twentieth Century as a valuation 

technique for nonfinancial organizations. Therefore, both the DuPont framework, and the 

corresponding ROE framework provide a systematic analysis of financial performance in both 

financial and nonfinancial organizations.  Further, since these frameworks consist of financial 

ratios, each ratio as well as each framework can be used to compare most types of organizations 

with one another, as well as with industry averages over time (Saunders & Cornett, 2011). 
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When an organization is aligned with industry standards, it is in a much better position to 

maintain good practices.  Therefore, the concept of financial ratio analysis could be very 

beneficial to the HRD community as many organizations report difficulty finding competitors to 

accurately compare against (McGuire, 2011).  Consequently, researchers and practitioners could 

utilize financial ratio analysis frameworks to identify correlations between HRD programs and 

targeted levels of performance within and among most types of organizations that maintain 

financial and/or managerial accounting data.   

Ultimately, this investigation proposes the use of accounting data and financial ratio 

analysis to assess the financial value of leadership styles in commercial banks.  This is proposed 

as a way to gain a more precise understanding of financial performance outcomes than may be 

possible by looking only at Return on Investment (ROI) estimates in commercial banking 

environments.  Finally, if we are to fulfill the mission of HRD and uphold the theoretical basis 

for this discipline, it behooves researchers to innovate, design, develop, and implement relevant 

metrics for evaluating the HRD initiatives in various contexts, including but not limited to, 

commercial banking institutions. 
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CHAPTER 3 

 

METHOD 

Research Design and Appropriateness of Approach 

This study utilized a quantitative methodology focused upon statistical analysis to 

identify self-perceived leadership styles (measured by the calculated scales of the MLQ 5X 

Leader form), personal information of small bank branch managers, and financial performance 

outcome measures of profitability (measured by the calculated ROE framework).  When a plan 

of research is designed such that emphasis is given to either quantitative or qualitative data, 

incorporating the analysis into a mixed methods approach can complicate the design (Bryman, 

2007).  As the data generated in this study is largely measured, explained, and calculated 

statistically, the use of quantitative research methods are considered sufficient, and therefore, are 

appropriate for this investigation (Creswell, 2003).  Because the MLQ has been validated in 

hundreds of studies over the last few decades, including those in the banking industry (Ali, 

Babar, & Bangash, 2011; Cho & Dansereau, 2010; Geyer & Steyrer, 1998; Hancott, 2005; 

Hartog, Van Muijen, & Koopman, 1997; Jantzi & Leithwood, 1995; Sagnak, 2010; Shatzer, 

2009; Shibru & Darshan, 2011; Vishalli & Mohit, 2004), the need to confirm the results of the 

MLQ in this context was not be required, and therefore, a quantitative approach is appropriate in 

this investigation. 
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Participants 

The complete population of this investigation could be considered to include every small 

and medium-sized community banking institution insured by the FDIC in the United States.  

Because of the time available to complete this investigation, the vast territory involved, and the 

differences in the types of institutions in diverse regions of the country, the focus was confined 

to a significantly smaller region.  The participants of this study were identified through 

convenience sampling as the branch managers of small banks (with total assets of less than three 

billion U.S. dollars) geographically located in the “Wabash Valley” region of central to 

southwestern Indiana and central to southeastern Illinois.  Due to time constraints and the costs 

associated with obtaining licenses to administer the MLQ, a random sampling of the chosen 

population was utilized to recruit subjects willing to participate in the study. 

Population 

Population data was downloaded and tabulated for every insured financial institution in 

Indiana and Illinois from the FDIC Statistics on Depository Institutions (SDI) data download 

feature on the FDIC website.  In addition, the branch manager names were obtained from 

institutional websites and as a public service available from infoUSA.com.  To improve the 

validity and the response rate of this study, the population was identified through convenience 

sampling and thus encompassed an area that included 20 counties in Illinois, (Champaign, Clark, 

Clay, Coles, Crawford, Cumberland, Douglas, Edgar, Edwards, Effingham, Gallatin, Hamilton, 

Jasper, Lawrence, Richland, Saline, Vermillion, Wabash, Wayne, and White) and 30 counties in 

Indiana, (Boone, Clay, Daviess, Dubois, Fountain, Gibson, Greene, Hamilton, Hancock, 

Hendricks, Knox, Marion, Martin, Monroe, Montgomery, Morgan, Owen, Parke, Pike, Posey, 

Putnam, Shelby, Spencer, Sullivan, Tippecanoe, Vanderburgh, Vermillion, Vigo, Warren, and 
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Warrick) and included 393 potential participants.  In this investigation there were no special 

populations participating (as defined under the U.S. Department of Health & Human Services 

Title 45 CFR 46, subparts B, C, and D). 

The name, location, asset size, performance statistics, and personnel information for the 

institutions and individual branches were compiled from information listed on the FDIC website.  

Further, as the names of individual banking officials were required to deliver survey 

instrumentation and participation letters; such information was obtained from institutional 

websites, industry and governmental databases, and from institutional directories available from 

private organizations (available for public use).  However, individual personnel data was kept 

strictly confidential and all attempts were made to sustain the anonymity of responses in this 

investigation in accordance with Institutional Review Board (IRB) requirements. 

The responding participants in this study were the managers of branches associated with 

small banking institutions located in the greater “Wabash Valley” region.  Of this overall area, 

only the names of branch managers that are publically available were considered as the 

population of this investigation.  The underlying rationale is that for branch manager names to be 

available publically, these individuals must have been in their current position for a significant 

period of time.  Therefore, these individuals are much more likely to have a significant effect on 

their subordinates, the culture and group dynamics present at the branch, as well as overall 

branch productivity and profitability. 

The focus was on branch managers because these employees are types of leaders that all 

different size classes of commercial banking institutions have in common.  In addition, because 

this investigation views the branch level as the team level of targeted performance that was under 

review; a focus on the branch manager is particularly relevant in this study.  Further, because 
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previous research into transformational leadership in banking organizations surveyed branch 

managers in their investigations (Carless, 1998b; Carless, Wearing, & Mann, 2000; Geyer & 

Steyrer, 1998; Kark, Shamir, & Chen, 2003; Lenka, Suar, & Mohapatra, 2010; Steeves, 1997) 

this approach is believed to be appropriate in this investigation as well. 

Sample 

From the chosen population of 393 branch managers, a random sample was taken that 

included 200 potential subjects for inclusion in this investigation.  All subjects in this study 

received the same questionnaires and invitation letter/informed consent form.  Thus, there was 

no differentiation in procedures among any of the potential subjects in this investigation.  This 

investigation utilized random sampling of branch managers of small and medium-sized 

community banks based in the greater “Wabash Valley” region of central to southwestern 

Indiana, and central to southeastern Illinois. 

Implementation 

Branch managers of sampled branches were asked to complete the MLQ 5X – Short: 

Leader form by mail.  In addition to the MLQ Leader Form, the selected participants received a 

simple form asking the respondents’ age, amount of time they have spent in their current 

position, years of experience in the field, and educational background.  Ascertaining personal 

information from the sampled small bank branch managers was deemed necessary as previous 

investigators have indicated that such demographic data strongly influences the decision making 

process of leaders (Bronner, 1993; Chapman, 2004; Smith, 1999). 

The mailings to each prospective subject contained: (1) an invitation letter/informed 

consent form, (2) the MLQ Leader form, (3) a simple form requesting basic personal 

information, and (4) a self-addressed return envelope.  Thus, the MLQ Leader form and basic 



43 

personal information questionnaire were administered by mail to potential participants, and these 

individuals were asked to complete the instruments only once.  Mailing addresses and links to 

organizational websites for the sampled institutions are available from the FDIC website. 

Research Ethics 

The Institutional Review Board (IRB) reviews research to assess compliance with 

regulations involving research ethics.  An informed consent form was developed to explain the 

rights of participants (or branch managers) that agreed to participate in the investigation 

(Creswell, 2003; Dillman, Smyth, & Christian, 2009).  This form (in which the principle 

investigator sought consent) explained why the study was being conducted, that participation 

was voluntary, and that results would be kept confidential.  In addition, potential participants 

were given the choice to decline to participate which was clearly indicated on the form. 

Names were not asked, and the form was sent with the questionnaires.  Therefore, the 

branch managers that completed and returned the questionnaires have consented, while those that 

choose not to participate and did not return the questionnaires have not consented and thus, were 

not included in the study.  Respondents were provided with a self-addressed stamped envelope to 

be used in returning the questionnaires.  The self-addressed stamped envelope did not have a 

return address, thus ensuring potential participants’ responses would remain confidential.  This 

envelope did; however, include a number (e.g., 1. small community bank; 2. medium-sized 

community bank or 3. larger than medium-sized community bank) to identify the general size of 

the entire banking institution.  This number, which was known only by the principal investigator, 

was simply used for comparison purposes, and thus, was explained to the potential participants in 

the informed consent form. 
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Completed questionnaires only provided the principal investigator with the style of 

leadership that an individual branch manager perceives that they have; the year of their birth, 

their experience, and their educational background; and the general size of the entire banking 

institution in which the branch is only a single part.  Consequently, respondents’ names, and 

specific institutional or branch information cannot be ascertained even by the principal 

investigator.  Further, all data obtained was stored on a password protected personal computer; 

and the general size of the institution that employs the participant was saved separately from the 

file that contains the leadership and general personal information.  The two files were saved in 

different locations on the personal computer and were saved with codenames that were unrelated 

to each other.  Accordingly, the meanings of these codenames were known only by the principal 

investigator. 

Instrument 

The Multifactor Leadership Questionnaire is considered the primary assessment for the 

FRLM.  The MLQ Leader form is a structured questionnaire consisting of 45 items in the MLQ 

5X Short form which assesses how an individual leader fits into the FRLM.  The questionnaire 

utilizes a five-point scale ranging from “Not at all” to “Frequently if not always,” and takes 

approximately 15 minutes to complete (Avolio & Bass, 2004).  The questions in the MLQ 

Leader Form rate self-perceptions of a leader’s behavior for each of the factors in the FRLM 

from transformational, through transactional, and on to passive/avoidant styles of leadership 

(Northouse, 2007). 

The nine leadership factors that are measured by the MLQ are explained in the “MLQ 

Profile Report.”  As discussed previously, these nine leadership factors may be grouped into 

three major categories which include (1) passive/avoidant, (2) transactional, and (3) 
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transformational leadership.  Because transactional and transformational leadership have been 

shown to be strongly linked to individual, team, and organizational performance, the level of 

efficiency of a particular leader is evaluated by the MLQ on three main outcomes.  The first of 

these efficiency or leader performance outcomes, referred to as extra effort (EE) is the extent to 

which followers identify with their leader as being an exceptional motivator.  The second 

outcome of leadership performance denoted as effectiveness (EFF), refers to the level of 

interaction skills that an individual leader possesses (Avolio & Bass, 2004).  EFF may be 

distinguished by the capability to build relationships, influence outcomes, and motivate 

individuals.  Researchers investigating subordinate competencies in the banking industry 

utilizing the MLQ found that leaders who were perceived as effective had comparatively 

proficient followers.  Conversely, leaders that were perceived as being less effective had 

relatively less competent followers (Vishalli & Mohit, 2004).  The final leadership outcome, 

referred to as satisfaction with leadership (SAT) identifies the extent to which leaders generate 

satisfaction among their followers.  After the results of the MLQ were returned, all scores for 

every leadership scale and their corresponding sub-scales were assessed.  Subsequently, the 

scores were compared with the research validated benchmarks of the MLQ (Avolio & Bass, 

2004). 

Issues with the Multifactor Leadership Questionnaire (MLQ) 

Although the MLQ is widely accepted, there are issues that exist in its current 

conceptualization.  Numerous investigations, both domestically and internationally have had 

difficulty differentiating the five transformational leadership dimensions.  For example, 

researchers in Germany investigating the factor structure of the MLQ 5X Short Form in a 

banking industry context found through parallel analysis that the MLQ is not capable of 
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differentiating among transformational leadership dimensions.  These investigators concluded 

that by reducing the FRLM to three factors (defined as Charismatic Leadership, Management-

by-Exception, and Passive/Avoidant Leadership) provided a better fit with the underlying factor 

structure of the MLQ 5X Short form.  The authors note the importance of the transformational 

leadership dimensions and propose that in order to more precisely measure transformational and 

transactional factors, more precise terms may need to be conceptualized (Heinitz, Liepmann, & 

Felfe, 2005). 

Procedure 

The overall area of focus in this investigation was identified via convenience sampling to 

be managers of branches that are a part of small banking institutions (with total assets of less 

than $3 billion) located in the greater “Wabash Valley” region of central to southwestern 

Indiana, and central to southeastern Illinois.  From the chosen population of 393 branch 

managers, a random sample was taken that included 200 potential subjects for inclusion.  

Moreover, this investigation utilized stratified random sampling (without replacement) of branch 

managers of small banks. The samples were drawn by three groups consisting of (1) small,  

(2) medium, as well as (3) large community and small commercial banks.  The focus was on 

branch managers because these employees are types of leaders that all different size classes of 

commercial banking institutions have in common.  The data obtained from branch managers is a 

means to assess perceptions of leadership as depicted in the FRLM.   

In this investigation, the MLQ 5X Leader form, participation letter, and basic personal 

information questionnaire were sent to 200 randomly selected bank branch managers.  The 

envelope containing the letter and questionnaires was affixed with a first class postage stamp, 

and included a return address mailing label with an institutional logo.  This mailing label for the 
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return address also included an institutional logo above the personal address of the principle 

investigator.  The mailing label for the envelope included the name of the branch manager and 

the address of the bank branch.  As indicated by Dillman (2009) these methods for creating the 

envelope were chosen as a way to personalize and to legitimize the mailing, and thus improve 

the response rate of the survey.  The envelopes for returning the questionnaires were affixed with 

first class U.S. postage, a self-addressed mailing label, and an institutional logo printed on a 

mailing label and placed in the space for the return address.  The mailings were prepared in this 

manner so that if something were to happen to the self-addressed mailing label, then the 

envelope would be sent to the institution, and thus, the chances of completed questionnaires 

being lost might be reduced. 

This investigation examined small and medium-sized community banks archival data as 

well as previous research into leadership development in the banking industry.   In general, data 

obtained from the MLQ was evaluated with individual characteristics such as age and years’ 

work experience.  Additionally, for the purposes of this study, archival data such as banking 

reports, personnel data, and financial statements available for download from the FDIC and/or 

commonly acquired and stored by the state and/or Federal government was utilized.  

Furthermore, data from previous research of transformational leadership in banking institutions 

was also utilized (Cho & Dansereau, 2010; Geyer & Steyrer, 1998; Hartog, Van Muijen, & 

Koopman, 1997) to reinforce results, conclusions, and implications for HRD.   

Data Analysis 

The data generated from the implementation of the MLQ and personal information 

questionnaire, as well as the archival financial data obtained was analyzed using numerous 

statistical indicators with Microsoft Excel and IBM’s SPSS Data Collection program.  Utilization 



48 

of the aforementioned statistical software programs was conducted in a manner intended to 

balance the power of individual statistical tests with the practicality of the application of these 

tests.  Specifically, Microsoft Excel is widely utilized to analyze financial data and thus, was 

deemed practical for this purpose as well as for basic descriptive statistical analysis of the MLQ 

and personal information data.  To further analyze the various scales of the MLQ as well as the 

personal information obtained, IBM’s SPSS was utilized to conduct correlational analysis. 

The generated MLQ, personal information, and archival financial data were placed in a 

table format.  Each of the nine dimensions of the FRLM as well as the three overall leadership 

styles of transformational, transactional, and non-leadership were measured on a continuous 

scale ranging from zero to four (as noted in the MLQ manual guidelines; i.e., Avolio & Bass, 

2004).  The three leadership trait (or style) scores were computed as the average of the questions 

in the MLQ (Avolio & Bass, 2004) and subsequently assessed utilizing statistical analysis.  Low 

scores were indicative of leaders who perceive that they do not possess a high level of a 

particular leadership style and/or dimension, whereas a high score indicates the perception by a 

leader that they do in fact possess a high level of a particular leadership style and/or dimension.  

In addition, other MLQ scales were assessed such as the three efficiency indicators of extra effort 

(EE), effectiveness (EFF), and satisfaction (SAT).  Furthermore, the data ascertained from the 

basic personal information questionnaire including age, time in position, years of experience in 

the field, and educational background was also assessed utilizing descriptive statistics.   

Survey Return and Response Analysis 

Of the original 200 questionnaires that were mailed, 56 were returned completed 

resulting in an overall response rate of 56 / 200 = 28%.  In addition, 10 questionnaires were 

returned not completed as these mailings failed to make it to their destination resulting in an 
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overall return rate of 66 / 200 = 33%.  Furthermore, of the 200 mailings that were sent, 190 

presumably made it to the intended destination resulting in an actual response rate of 56 / 190 = 

29.47%.  Of these mailings, 35 were sent to small community banks, 114 were sent to medium-

sized community banks, and 51 were sent to both large community banks and small commercial 

banks (those with assets of less than three billion dollars).  Of these, seven mailings to medium-

sized community banks and three mailings to large community and small commercial banks did 

not arrive at the intended destination and were returned by the U.S. Postal Service. 

Some of the sampled institutions had changed their address information since being 

posted on the FDIC website, while some no longer existed.  Further, some of the envelopes were 

returned because they were sent to the business address; however, some bank branches only 

maintain a post office box and thus, these mailings were marked as undeliverable.  Finally, 

because of errors and inconsistencies in the bank branch manager name information available 

from online mailing list data, a few mailings were returned because the manager in question had 

been replaced, or the information was incorrect and thus, the individual was not able to receive 

the mailing.  Such errors undoubtedly had an effect on the return rate; however, the extent to 

which this is the case is simply not measureable as the mailings were sent anonymously. 

Ultimately, of the 56 mailings that were returned completed, 10 were from small 

community bank branches, 37 came from medium community bank branches, while nine came 

from large community and small commercial bank branches.  Consequently the return rates for 

each size class of institution are as follows: 10 / 35 = 28.57 % for the sampled small community 

banks, 37 + 7 / 114 = 38.6% for the sampled medium-sized community banks, and 9 + 3 / 51 = 

23.5% for the sampled large community and small commercial banks respectively.  Further, the 

actual response rates for each size class of institution are as follows: 10 / 35 = 28.57% for the 
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sampled small community banks, 37 / 114 - 7 = 34.58% for the sampled medium-sized 

community banks, and 9 / 51 - 3 = 18.75% for the sampled large community and small 

commercial banks.  Thus, more mailings were sent to medium-sized community bank branches 

as these size institutions are the most prevalent both among the entire population that was 

sampled; and among banks regionally and nationally as well.  It is; however, unclear why these 

size class institutions were more responsive to this investigation. 

 Previous researchers have identified useful information in evaluating effective return and 

response rates in survey design.  For example, Baruch and Holtom (2009) report average 

response rates for surveys to individuals of 52.7%, and average response rates for organizational 

surveys of 35.7%.  Conversely, through meta-analysis Hamilton (2009) identified an average 

survey response rate of 32.5%.  As indicated, the response rates of this investigation were 

slightly lower than these averages.  However, other researchers have demonstrated that lower 

response rates in mail based surveys of approximately 20% do not necessarily result in lower 

validity than surveys that yield higher response rates (Visser, Krosnick, Marquette, & Curtin, 

1996).  Further, Baruch and Holtom (2009) maintain that suggested minimal survey return rates 

are backed by more by individual assertions than by hard data, and that these rates are 

inconsistent throughout the literature.  In addition, Holbrook, Krosnick, and Pfent (2008) indicate 

that lower response rates do not always yield higher levels of non-response error.  These 

investigators found that surveys which utilized respondent selection techniques that were simple 

to implement, and were less invasive consistently produced higher response rates.  Further, the 

researchers indicate that surveys utilizing list-assisted-samples produced higher response rates 

than those that did not.  In addition, survey designs that utilized letters sent in advance of the 

survey instrument were not related to increased response rates (Holbrook, Krosnick, & Pfent, 



51 

2008). 

MLQ and Personal Information Analysis 

Upon receipt of the returned completed questionnaires, data was tabulated for both the 

MLQ and for the basic personal information form.  Personal data was averaged for all sampled 

branches and by each institutional size class, as well as by gender and educational level.  The 

items in the basic personal information questionnaire were assessed to identify any differences 

that existed.  The averages for all personal data were averaged only across bank size, gender, and 

educational level as these items are ranked on a relatively simple scale (gender 1-2; bank size 1-

3; and education 1-4).  Consequently, items such as age or experience when averaged do not 

occur at precise intervals, thus arranging all personal items across all personal scales was deemed 

to be too cumbersome and did not reveal a significant level of additional useful data. 

From the basic personal information questionnaire, gender (GEND) was scored from 1 to 

2, with 1 being equal to a male respondent, and 2 being equal to a female respondent.  These 

scores were subsequently averaged to arrive at a range from 1 to 2.  Consequently, the lower the 

scale, the more often the respondent is male and the higher the scale, the more often the 

respondent is female.   Education (EDU) was scored from 1 to 4, with 1 being equal to a high 

school graduate, 2 being equal to a respondent with an Associate’s degree, 3 being equal to a 

respondent with a Baccalaureate degree, and 4 being equal to a respondent with a Master’s 

degree.  An additional categorization of 5 was included in the personal information questionnaire 

to define respondents with a Doctoral degree.  However, among the sampled respondents the 

highest level of education achieved was that of a Master’s degree, so the Doctoral categorization 

was dropped from the analysis. 
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To assess the age (AGE) of individual branch managers, respondents were asked to 

indicate the year in which they were born.  The question was posed in this way as it was believed 

that some individuals may not want to list their age in years, and thus, respondents may feel 

more comfortable simply listing their birth year.  Therefore, this was an attempt to improve the 

response rate of the survey.  The birth year provided was subsequently subtracted from 2013 (the 

year the survey was implemented) to arrive at the approximate age for branch managers across 

the aforementioned scales.  Accordingly, the year of birth for individual branch managers was 

tabulated and averaged.   

As the name implies, years of management experience in banking (YMEB) indicates the 

average number of years of banking experience that sampled branch managers had accumulated.   

Conversely, years of management experience in career (YMEC) indicates the average years of 

experience that a manager had accumulated regardless of industry.  Lastly, years of banking 

experience (YBE) indicates the number of years that a branch manager had worked in the 

banking industry.  Ultimately, YMEB, YMEC, and YBE were assessed independently to provide 

a more detailed explanation of any potential effects that experience may have in comparison to 

leadership scores as rated by the MLQ. 

Data for the MLQ was tabulated and averaged across the aforementioned scales of 

overall institution size class, gender, and educational level achieved.  As indicated previously, 

this questionnaire utilizes a five point scale ranging from “Not at all” to “Frequently if not 

always, and is subsequently ranked from zero to four.  Thus, the higher the score on a particular 

scale, the higher an individual’s perception of their rank on the scale.  Overall, transformational 

leadership (TSF) was calculated as the average of the five transformational leadership 
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dimensions of idealized influence – attributes (IA), idealized influence – behaviors (IB), 

inspirational motivation (IM), intellectual stimulation (IS), and individualized consideration (IC).   

Transactional leadership (TSA) was calculated as the average of contingent reward (CR) 

and management by exception – active (MBEA).  Non-leadership (NL), is calculated as the 

average of management by exception – passive (MBEP) and laissez-faire leadership (LF).  

Further, additional scales of the MLQ include three efficiency measures of leader performance.  

These efficiency measures include extra effort (EE), effectiveness (EFF), and satisfaction (SAT) 

and are basically considered measures of individual leader performance outcomes. 

Financial Data Analysis 

Financial data was downloaded from the Federal Deposit Insurance Corporation (FDIC) 

website and organized as national, state, population and sample data.  This data was 

subsequently tabulated for the previous 28 quarters and averaged for the previous seven years.  

This period of time was chosen to provide an understanding of the financial position of the 

selected groups of institution sizes for both the short and long term.  Comparisons were made of 

the financial position of the institutions in the population and sample with state and national 

averages.  National averages are identified as N, bi-state averages are indicated as IN-IL, Illinois 

and Indiana averages are identified as IL and IN respectively, population data is identified as P, 

and sample data is identified as S. 

Statistical Analyses 

Data obtained from the MLQ was first analyzed using descriptive statistics including 

measures of centrality and variance.  This investigation also utilized bivariate analysis to assess 

basic aspects of participant data obtained through the utilization of the MLQ.  Pearson’s Product-

Moment Correlation Coefficient (r) is a method of bivariate data analysis (Kline, 1986; 
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Schweizer, 2011) that has been utilized in numerous investigations of transformational 

leadership and the MLQ in organizational and institutional settings (Ali, Babar, & Bangash, 

2011; Cole, 2009; Hancott, 2005; Jantzi & Leithwood, 1995; Sagnak, 2010; Shibru & Darshan, 

2011), and therefore provides a basis for correlational analysis (Best & Kahn, 2006; Lucke, 

2005; Nunnally & Bernstein, 1994) of the MLQ in this context (Kent, 2001).  Therefore, because 

of numerous differences in leadership styles and personal attributes that were suspected to exist 

among the institutions being sampled (Burns, 1978), this study employed Pearson’s Product-

Moment Correlation to assess relationships among the MLQ (and subsequent indicators of the 

FRLM) and the personal information of branch managers. 
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CHAPTER 4 

 

RESULTS 

The primary purpose of this investigation was to identify the leadership styles of branch 

managers and financial performance outcomes as measured by the ROE framework at both small 

and medium-sized community banks.  Second, this investigation sought to add to previous 

research by providing HRD scholars and practitioners with new strategies for evaluating the 

impact of HRD initiatives and interventions within a banking industry context.  Third, through 

this investigation it was determined that particular styles and/or sets of leadership dimensions are 

common at successful small and medium-sized community banking institutions, as such, the 

results of this study are explained in the forthcoming paragraphs. 

Financial Indicators of Performance 

As illustrated in Table 1, overall profitability, or ROE for 2013 is higher for institutions 

in the sample than for any other group investigated.  Further, this result is consistent across all 

three of the bank size classes, and this outcome is consistent across the ROA indicator as well.  

Furthermore, during 2013 both ROE and ROA were higher as the size of institution was 

increased among the sampled institutions.  With the exception of data for Indiana, EM was 

slightly lower for the sample than for the other groups over the past year.  Thus in comparison to 

these other groups, banks in the sample maintained a slightly lower amount of leverage in 

relation to debt over the previous year.  Further, during 2013, medium-sized community banks 
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held the highest average EM at 9.86, followed closely by large community and small commercial 

banks at 9.79.  The small community banks sampled held the lowest average EM at 8.29 over the 

 

Table 1 

2013 ROE Framework Data 

2013 ROE ROA EM PM AU 

N1 -0.0040 0.0032 10.0806 0.8961 0.0038 

N2 0.0442 0.0055 9.9022 0.8689 0.0065 

N3 0.0469 0.0057 9.8004 0.8296 0.0072 

N Avg. 0.0301 0.0048 9.8944 0.8662 0.0058 

IN-IL 1 0.0126 0.0029 9.9497 0.7989 0.0036 

IN-IL 2 0.0339 0.0043 10.1654 0.8923 0.0050 

IN-IL 3 0.0274 0.0038 10.2285 0.5893 0.0050 

IN-IL Avg. 0.0254 0.0037 10.0700 0.8119 0.0045 

IL 1 0.0123 0.0031 10.0537 0.8768 0.0036 

IL 2 0.0294 0.0040 10.3328 0.9181 0.0047 

IL 3 0.0155 0.0029 10.3766 0.5138 0.0039 

IL Avg. 0.0208 0.0035 10.2064 0.8440 0.0042 

IN 1 0.0150 0.0016 9.1678 0.1930 0.0030 

IN 2 0.0480 0.0050 9.6393 0.8104 0.0060 

IN 3 0.0691 0.0071 9.7207 0.8290 0.0087 

IN Avg. 0.0444 0.0047 9.5063 0.6769 0.0059 

S1 0.0513 0.0060 8.2940 0.9551 0.0068 

S2 0.0602 0.0063 9.8613 0.8234 0.0072 

S3 0.1072 0.0105 9.7910 0.8969 0.0114 

S Avg. 0.0662 0.0069 9.5701 0.8587 0.0078 
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previous year indicative of the lower levels of debt held by the smallest institutions. 

Although the PM of the sampled institutions fell slightly below the national average 

during 2013, the PM of the sample was higher than the average PM for either Indiana or Illinois.  

Thus, sampled institutions were more profitable than average banks within the region.  

Furthermore, among the institutions sampled, small community banks maintained the highest 

average PM at 0.955, followed by the largest sampled institutions at 0.897, with medium 

community banks being the least profitable in terms of PM at 0.823.  Finally, AU was found to 

be higher on average for the sampled institutions than for the state and national averages during 

2013.  Similar to the ROE and ROA of sampled institutions, AU tended to increase as the size of 

the institution was increased. 

In Table 2, although banks in the sample held a higher ROE than banks nationally, on 

average, institutions within the sample maintained a lower ROE than banks throughout both 

Indiana and Illinois from 2007 to 2013.  However, the results for ROA in Table 2 remain 

consistently higher for the sample than for the other groups investigated.  This indicates that over 

the last seven years, banks in the sample are more efficient in utilizing their assets to generate 

earnings.  Similar to 2013, from 2007 to 2013, as the average size of sampled institutions was 

increased, so too did ROE.  This is not the case for ROA; however, as medium-sized community 

banks maintained significantly higher ROA than the other sampled size classes, indicative of 

institutions that more effectively utilize their assets to generate return. 

The EM for banks in the sample was somewhat higher than any other group when 

reviewing data from 2007 to 2013.  Although institutions within the sample maintain similar 

leverage as banks nationally, banks in the sample recorded significantly higher amounts of 

leverage than average institutions throughout both Indiana and Illinois over the last seven years.  
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Further, EM tended to be larger on average as the size of institution was increased.  From 2007 

to 2013, PM for the sampled institutions was slightly higher than the national average, but lower  

 

Table 2 

2007 – 2013 ROE Framework Data 

2007 - 2013 ROE ROA EM PM AU 

N1 0.0304 0.0025 9.0592 0.8845 0.0035 

N2 0.0204 0.0040 10.4588 0.8297 0.0051 

N3 0.1078 0.0036 8.8311 0.7802 0.0051 

N Avg. 0.0382 0.0034 9.6524 0.8445 0.0045 

IN-IL 1 0.0073 0.0026 9.8744 0.8461 0.0034 

IN-IL 2 0.0699 0.0031 9.5368 0.8363 0.0039 

IN-IL 3 1.0457 0.0029 -9.6667 0.9056 0.0039 

IN-IL Avg. 0.1731 0.0028 7.1197 0.8515 0.0036 

IL 1 0.0061 0.0029 10.0525 0.8602 0.0036 

IL 2 0.0157 0.0029 10.6606 0.8362 0.0036 

IL 3 1.3605 0.0027 -15.9891 0.7885 0.0037 

IL Avg. 0.1789 0.0028 7.0553 0.8442 0.0035 

IN 1 0.0161 0.0009 8.6395 0.7405 0.0020 

IN 2 0.2330 0.0039 6.1532 0.8362 0.0047 

IN 3 0.0273 0.0037 10.8006 1.3162 0.0050 

IN Avg. 0.1456 0.0031 7.4529 0.8832 0.0041 

S1 0.0468 0.0059 7.9207 0.9390 0.0065 

S2 0.0485 0.0138 10.2296 0.7923 0.0184 

S3 0.0847 0.0079 10.6438 0.9751 0.0085 

S Avg. 0.0540 0.0114 9.8838 0.8479 0.0147 
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than the average banking institution in Indiana or Illinois.  During this period, the largest 

institutions sampled were most profitable on average with a PM of 0.975; however small 

community banks were significantly more profitable with an average PM of 0.939 than were 

medium community banks which maintained an average PM of 0.792. 

As was the case for 2013, AU from 2007 – 2013 for the sampled institutions was higher 

than for the state and national averages investigated.  Medium-sized community banks 

maintained the best utilization of their assets with an average AU of 0.018 followed by the 

largest institutions with an average AU of 0.009 and small community banks which maintained 

an average AU of 0.007.  The significantly higher utilization of assets by medium-sized 

community banks greatly improved their ROE in comparison to the other size classes sampled 

over the past seven years.  To further assess the underlying aspects that impact overall 

profitability, the primary ROE indicators can be analyzed in comparison to state and national 

averages on an annual basis, as presented in Appendix D. 

Basic Personal Information Questionnaire 

The mean and standard deviation for each of the items of the basic personal information 

questionnaire at each size institution is indicated in Table 3.  Overall, sampled branch managers 

in this investigation were slightly more often male than female; however, as bank size was 

increased, so did the percentage of female branch managers.  As further demonstrated, among 

the sampled institutions, the average education (EDU) of branch managers falls between an 

Associate’s degree and a Baccalaureate degree.  Also, the EDU of  branch managers at small 

community banks tend to more closely approach the level of the Baccalaureate degree whereas 

the larger institutions fall closer to the overall average of halfway between an Associate’s and a 

Baccalaureate Degree.  Further, as illustrated in Appendix C, as the level of EDU increases 
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among the sampled bank branches, so does the percentage of male branch managers.  Thus, on 

average, branch managers with higher levels of EDU tend to be male, whereas branch managers 

with lower levels of EDU tend to be female among the sampled bank branches. 

As further indicated in Table 3, the average AGE of sampled respondents is 

approximately 50.6 years.  Additionally, as the size of institution increases in this sample, the 

AGE of the branch manager tends to fall from approximately 53.4 years for small community 

bank branches to approximately 50.5 years for medium community, and 47.6 years for large 

community and small commercial bank branches.  Furthermore, as illustrated in Appendix C, 

with the exception of those with an Associate’s degree, the average AGE of respondents tended  

 

Table 3 

Basic Personal Information Questionnaire Data 

 GEND EDU AGE YMEB YMEC YBE 

1. Small       

Mean 1.40 2.70 53.44 8.52 10.62 24.15 

Standard Deviation 0.52 1.25 9.93 8.45 9.81 11.51 

2. Medium       

Mean 1.49 2.49 50.51 9.09 12.31 23.64 

Standard Deviation 0.51 0.93 11.00 6.94 8.46 10.58 

3. Large       

Mean 1.50 2.50 47.63 6.24 10.79 21.75 

Standard Deviation 0.53 1.07 10.72 5.13 6.27 10.82 

Total       

Mean 1.47 2.53 50.58 8.61 11.80 23.46 

Standard Deviation 0.50 1.00 10.71 6.98 8.36 10.60 
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to fall as the level of EDU increased.  Thus, on average, those with a Master’s degree tended to 

be younger than individuals with less EDU. 

On average, sampled branch managers of medium-sized community banks maintained 

the largest YMEB of 9.09 years, followed by small community banks with an average 8.52 years 

management experience in banking.  Further, among the sample investigated, branch managers 

of larger institutions tended to have less years of experience in terms of bank management with 

6.24 years.  In addition, the sampled branch managers tended to rate slightly higher in terms of 

total YMEC than total YMEB.  This makes sense as many individuals that have management 

experience in the banking industry may also have previous management experience in other 

contexts. 

On average, managers of medium-sized community banks have more management 

experience in their careers, or YMEC with 12.31 years, than do the managers of the other size 

bank classes sampled, which is consistent with YMEB.  Further, YMEC is comparable among 

both small community banks and the largest institutions that were sampled.  Of the sampled 

branches, small community bank branch managers had the most years of experience in the 

banking industry at 24.15 years followed closely by branch managers of medium-sized 

community banks with 23.64 years banking experience.  Further, the largest institutions in this 

investigation had the lowest YBE, consistent with the YMEB and YMEC of this size class.  

Overall, YBE was significantly higher than either YMEB or YMEC which should be expected as 

for one to become a manager they would typically have previous work experience. 

Multifactor Leadership Questionnaire (MLQ) 

The mean and standard deviation for each of the calculated scales of the MLQ at each 

size class of banking institution is indicated in Tables 4 and 5 that follow.  As shown in Table 4, 
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branch managers that were sampled scored moderately high, or slightly over three on the TSF 

scale on average.  These results were mostly consistent across all sampled bank class sizes 

meaning that sampled branch managers perceive that they maintain a moderately high level of 

transformational leadership ability.  Larger institutions scored highest on the TSF scale with 

3.32, and small community banks scored slightly higher with an average TSF of 3.06 than did 

medium-sized community banks with an average TSF of 3.04.  Further, as demonstrated in 

Tables 4 and 5, average branch managers in the sample scored lower on TSA than TSF, with 

moderate self-perceptions of TSA of 2.51 overall.  Although, scores along this scale were mostly 

consistent among all sampled bank size classes, the TSA scores are highest for small community  

 

Table 4 

Dimensions of Transformational Leadership 

 IA IB IM IS IC TSF 

1. Small       

Mean 3.23 2.80 3.15 2.75 3.38 3.06 

Standard Deviation 0.52 0.57 0.57 0.76 0.49 0.48 

2. Medium       

Mean 3.04 3.05 3.11 2.81 3.18 3.04 

Standard Deviation 0.57 0.55 0.56 0.63 0.55 0.46 

3. Large       

Mean 3.28 3.36 3.39 3.00 3.56 3.32 

Standard Deviation 0.26 0.33 0.38 0.31 0.30 0.17 

Total       

Mean 3.11 3.06 3.17 2.83 3.27 3.09 

Standard Deviation 0.53 0.55 0.54 0.61 0.52 0.43 
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banks at 2.64, followed by large community and small commercial banks with average TSA 

scores of 2.58, while medium community banks maintained the lowest TSA scores at 2.46 

among the institutions sampled. 

Overall, as indicated in Table 5, branch managers in the sample scored significantly 

lower on NL than either TSA or TSF with overall NL scores of 0.78.  Scores along this scale 

were not consistent among the sampled bank size classes as branch managers of larger 

institutions perceived significantly lower levels of NL at 0.43, although small and medium-sized 

community banks also maintain comparatively low scores of NL at 0.89 and 0.84 respectively.  

Table 5 also reveals the three levels of efficiency (EE, EFF, SAT), or outcomes of leadership  

 

Table 5 

Dimensions of Transactional Leadership, Non-Leadership, and Efficiency 

 CR MBEA TSA MBEP LF NL EE EFF SAT 

1. Small          

Mean 3.19 2.09 2.64 1.30 0.48 0.89 2.63 3.18 3.10 

Standard Deviation 0.73 0.58 0.36 0.76 0.65 0.66 0.48 0.55 0.61 

2. Medium          

Mean 3.09 1.83 2.46 1.20 0.48 0.84 2.79 3.22 3.32 

Standard Deviation 0.51 0.77 0.54 0.67 0.48 0.51 0.73 0.46 0.52 

3. Large          

Mean 3.31 1.86 2.58 0.61 0.25 0.43 3.48 3.72 3.67 

Standard Deviation 0.33 0.81 0.51 0.49 0.33 0.34 0.29 0.20 0.35 

Total          

Mean 3.14 1.88 2.51 1.12 0.44 0.78 2.88 3.29 3.33 

Standard Deviation 0.53 0.74 0.51 0.69 0.49 0.53 0.69 0.48 0.54 
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performance perceived to be held by sampled branch managers.  As would be expected of 

leaders scoring high on the transformational leadership (TSF) scale, leaders in the sample largely 

scored moderately high in terms of the three efficiency ratios.  Thus, overall scores for both TSF 

and the efficiency measures were higher than the scores of either TSA or NL.  Consequently, 

these results are indicative of high performing leaders which maintain higher levels of 

transformational than transactional or non-leadership styles. 

MLQ and Personal Information Questionnaire Correlational Analysis 

 Utilizing data generated by IBM’s SPSS, a correlational matrix was developed to identify 

Pearson’s Product Moment correlations of MLQ scores and personal information from the 

sampled branch managers.  As indicated in Table 6, at the 0.01 level of significance, TSF and 

TSA are positively correlated at 0.432, while TSF and NL are negatively correlated at  

-0.523.  Further, the five TSF scales of IA, IB, IM, IS, and IC are very strongly positively 

correlated with TSF and moderately correlated with TSA.  In addition, as demonstrated, the 

aforementioned TSF scales are all significantly negatively correlated with NL.  Positive 

correlations between TSF and TSA should be expected as TSF is built upon TSA.  It should also 

be expected that the five TSF dimensions would tend to be more strongly correlated with TSF 

than TSA as these dimensions are more closely identified with transformational leadership 

ability.  Further, as NL is consistent with unproductive leaders, it should be expected that NL 

will tend to maintain weak or even negative correlations with either TSF or TSA (Avolio & 

Bass, 2004; Waggoner, 2009). 

As also indicated in Table 6, at the 0.01 level of significance, CR is very strongly 

positively correlated with TSF and TSA at 0.632 and 0.711 respectively, but negatively 

correlated with NL at -0.477.  As CR is most strongly identified with TSA it should be expected 
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that higher correlations exist between CR and TSA than will exist between CR and either TSF or 

NL (Avolio & Bass, 2004).  Additionally at the 0.01 significance level, MBEA is very strongly 

positively correlated with TSA at 0.865, but is not significantly correlated with either TSF or NL.  

As MBEA is most strongly identified with TSA, it should also be expected that higher 

correlations will occur between MBEA and TSA than will occur between MBEA and either TSF 

or NL.  Furthermore at the 0.01 level of significance, MBEP and LF are both negatively 

correlated with TSF at -0.47 and -0.469 respectively.  MBEP and LF; however, are very strongly 

positively correlated with NL at 0.928 and 0.852 which should be expected as both MBEP and 

LF are most strongly identified with NL (Avolio & Bass, 2004). 

At the 0.01 significance level, the efficiency scales of EE, EFF, and SAT all maintain 

very strong positive correlations with TSF at 0.759, 0.733, and 0.73 respectively.  EE and EFF 

maintain significantly positive correlations with TSA as well, although these correlations are 

much weaker than the correlations with TSF.  Further, all three efficiency scales have a 

significant negative correlation with NL.  The higher correlations that exist between TSF and the 

efficiency scales should be expected as EE, EFF, and SAT are most commonly identified with 

TSF (Avolio & Bass, 2004). 

Investigating the personal information of the correlational matrix in Table 6, GEND, 

EDU, YMEB and YMEC did not show any significant correlations with any of the scales of the 

MLQ.  This result stands in contrast to previous research into gender and transformational 

leadership which indicates relationships between the two variables (Avolio & Bass, 2004).  In 

addition, the only indicators that GEND held any correlation with were EDU and YMEC, which 

were both shown to be significantly negative at -0.505 and -0.408 respectively.  Further, at the 

0.05 significance level, YBE was shown to be negatively correlated with EDU at -0.298.  
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Additionally, at the 0.01 level of significance, AGE was shown to be positively correlated with 

YMEB at 0.438 and YMEC at 0.468, and very strongly positively correlated with YBE at 0.714.  

At the 0.05 significance level, bank SIZE was shown to be positively correlated with IB at 0.3 

and negatively correlated with MBEP at -0.285.  Moreover, SIZE was shown to be positively 

correlated with each of the three efficiency scales of EE, EFF, and SAT.  Finally, each of these 

efficiency scales are positively correlated with each other, suggesting the strong 

interrelationships between the three scales of leader efficiency. 

Summation of the Study’s Findings  

As discovered through this investigation, overall profitability, or ROE for 2013 is higher 

for institutions in the sample than for any other group examined at the state and national level, 

and this outcome is consistent across the ROA variable as well.  Furthermore, during 2013 both 

ROE and ROA were higher as the size of institution was increased among the sampled 

institutions.  Additionally, during 2013, medium-sized community banks held the highest 

average EM at 9.86, followed closely by large community and small commercial banks with an 

average EM of 9.79.  Moreover, the small community banks sampled held the lowest average 

EM of 8.29 over the last year which is indicative of the lower levels of debt held by the smallest 

institutions.  Further, among the institutions sampled; during 2013 small community banks 

maintained the highest average PM at 0.955, followed by the largest sampled institutions at 

0.897, with medium-sized community banks being the least profitable with an average PM of 

0.823.  Similar to the ROE and ROA of sampled institutions, AU tended to increase with size. 

Although banks in the sample maintained higher ROEs than banks nationally, on average, 

institutions within the sample held lower ROEs than banks throughout both Indiana and Illinois 

over the last seven years.  Further, the results for ROA from 2007 to 2013 remain consistently 
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higher for the sample than for the state and national averages investigated.  Similar to 2013, from 

2007 to 2013, as the average size of sampled institutions increased, so did ROE.  This; however, 

is not the case for ROA as medium-sized community banks maintained significantly higher 

levels of ROA than the other sampled size classes indicative of more effective utilization of 

assets in generating return.   

The EM calculated for banks in the sample is somewhat higher than the state and national 

averages when reviewing data for the previous seven years.  Furthermore, from 2007 to 2013, 

EM tended to be larger on average as the size of institution was increased.  In addition, during 

this period, the largest institutions sampled maintained the highest average PM at 0.975.  

However, small community banks were significantly more profitable with an average PM of 

0.939 than were medium-sized community banks which maintained an average PM of 0.792 

during the same period.  As was the case for 2013, the AU calculated from 2007 to 2013 for the 

sampled institutions was higher than for the state and national averages investigated.  In addition, 

medium-sized community banks maintained the best utilization of their assets with an average 

AU of 0.018 during this period, followed by the largest institutions at 0.009, while small 

community banks reported the lowest average levels of AU at 0.007.  The significantly higher 

utilization of assets by medium-sized community banks greatly improved their ROE in 

comparison to the other institutional sizes sampled over the past seven years. 

Overall, the sampled branch managers are slightly more often male than female; 

however, as bank size was increased, the percentage of female branch managers also increased.  

Additionally, the education of sampled branch managers falls between an Associate’s degree and 

a Baccalaureate degree.  Further, small community banks tend to on average rise closer to the 
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level of the Baccalaureate degree, whereas the larger institutions fall closer to the overall average 

indicating that the smallest institutions have the most educated branch managers. 

As further indicated from the data, the average age of sampled respondents is 

approximately 50.6 years.  Additionally, as the size of institution was increased in this sample, 

branch manager age tends to fall from approximately 53.4 years for small community bank 

branches to approximately 50.5 years for medium community, and 47.6 years for large 

community and small commercial bank branches.  Generally, sampled branch managers of 

medium-sized community banks maintained the most years of management experience in the 

banking industry or YMEB at 9.09 years, followed by sampled branch managers of small 

community banks with an average YMEB of 8.52 years.  Overall, managers of medium-sized 

community banks tend to have more years of management experience in their careers, or YMEC 

with 12.31 years, than managers of the other size bank classes sampled.  This result is also 

consistent with the overall years of management experience in banking or YMEB for these 

professionals.  Of the sampled branches, small community bank branch managers had the most 

years of experience in the banking industry, or YBE with 24.15 years followed closely by branch 

managers of medium-sized community banks with an average YBE of 23.64 years.  Overall, 

YBE was significantly higher than either YMEB or YMEC which should be expected as for one 

to become a manager they would typically have previous work experience.   

Generally, the branch managers that were sampled scored moderately high, or slightly 

over three on the TSF scale.  These results were mostly consistent across all sampled bank class 

sizes meaning that the sampled branch managers perceive that they maintain a moderately high 

level of transformational leadership ability.  The larger institutions scored highest on the TSF 

scale at 3.32, while small community banks scored slightly higher with an average TSF of 3.06 
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than did medium-sized community banks which maintained an average TSF of 3.04.  Further, 

branch managers in the sample scored lower on TSA than TSF, with moderate self-perceptions 

of TSA of 2.51 overall.  Although, scores along this scale were mostly consistent among all 

sampled bank size classes, the TSA scores are highest for small community banks at 2.64, 

followed by large community and small commercial banks with average TSA scores of 2.58, 

while medium community banks maintained the lowest TSA scores among the institutions 

sampled at 2.46. 

Overall, branch managers in the sample scored significantly lower on NL than either TSA 

or TSF with overall NL scores of 0.78.  Scores along this scale were not consistent among the 

sampled bank size classes as branch managers of larger institutions perceived significantly lower 

levels of NL at 0.43, although small and medium-sized community banks also maintain 

comparatively low scores of NL at 0.89 and 0.84 respectively.  As would be expected of leaders 

scoring high on the transformational leadership (TSF) scale, leaders in the sample largely scored 

moderately high in terms of the three efficiency ratios.  Thus, overall scores for both TSF and the 

efficiency measures of EE, EFF, and SAT were higher than the scores of either TSA or NL 

among the sampled institutions.  Ultimately, the larger the institution, the higher the score 

identified for all three efficiency measures of leader performance. 

 Via correlational analysis, TSF and TSA were shown to be positively correlated at 0.432 

while TSF and NL were shown to have a negative correlation of -0.523 at the 0.01 level of 

significance.  Further, the five TSF scales of IA, IB, IM, IS, and IC are very strongly positively 

correlated with TSF and hold a moderately positive correlation with TSA.  In addition, the 

aforementioned TSF scales are all significantly negatively correlated with NL.  Positive 

correlations between TSF and TSA should be expected as TSF is built upon TSA.  It should also 
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be expected that the five TSF dimensions would tend to be more strongly correlated with TSF 

than TSA as these dimensions are more closely identified with transformational leadership 

ability.  Further, as NL is consistent with unproductive leaders, it should be expected that NL 

will tend to maintain weak or even negative correlations with either TSF or TSA (Avolio & 

Bass, 2004; Waggoner, 2009).   

The efficiency scales of EE, EFF, and SAT all maintain a very strong positive correlation 

with TSF indicative of high performing leaders that are transformational.  Specifically, at the 

0.01 significance level, the efficiency scales of EE, EFF, and SAT all maintain very strong 

positive correlations with TSF at 0.759, 0.733, and 0.73 respectively.  In addition, EE and EFF 

maintain a significantly positive correlation with TSA as well, although this correlation is much 

weaker than the correlation with TSF.  Further, all three efficiency scales have a significant 

negative correlation with NL.  Consequently, the higher correlations identified between TSF and 

the efficiency scales than were found between both TSA and NL should be expected as EE, EFF, 

and SAT are most commonly identified with TSF (Avolio & Bass, 2004). 

Investigating the personal information of GEND, EDU, YMEB and YMEC did not show 

any significant correlations with any of the scales of the MLQ.  This result stands in contrast to 

previous research into gender and transformational leadership which indicates relationships 

between the two variables (Avolio & Bass, 2004).  Bank SIZE; however, was shown to be 

positively correlated with IB, negatively correlated with MBEP, and maintained a significantly 

positive correlation with each of the three efficiency scales of EE, EFF, and SAT.  Further, each 

of these efficiency scales are positively correlated with each other, suggesting the strong 

interrelationships between the three scales of leader efficiency.  Finally, with the information 

presented in this chapter, the results of the research questions for this investigation can be 
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examined. 

The first research question attempted to determine the differences in profitability, as 

indicated by the ratios in the ROE framework, of small community banks in comparison to 

medium-sized community banks.  Among the sampled institutions in this investigation, for both 

the previous year as well as the averages from 2013 to 2007, ROE, ROA, EM, and AU were 

found to be higher in general at medium-sized community banks than were found to be prevalent 

at small community banks.  During both periods; however, PM was found to be higher at 

sampled small community banks than was prevalent at the medium-sized community institutions 

sampled.  These results indicate that although medium-sized community banks maintain higher 

financial performance overall, small community banks maintain higher profitability in terms of 

profit margin. 

The second research question sought to determine the differences in the personal 

characteristics of age, time in position, years of experience in the field, and educational 

background of branch managers at small and medium-sized community banks.  In this 

investigation, sampled small community bank branch managers are more often male and older in 

terms of age.  Further, small community bank branch managers tend to have more years of 

experience in the banking industry with an average YBE of 24.15 years than do the sampled 

medium-sized community bank branch managers which maintained an average YBE of 23.64 

years.  Consequently, overall YBE was significantly higher than either YMEB or YMEC which 

should be expected as for one to become a manager they would typically have previous work 

experience.  Sampled branch managers of medium-sized community banks; however, tend to 

have more years of management experience, both in terms of management experience in the 

banking industry with an average YMEB of 9.09 years, as well as management experience in 
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their careers with an average YMEC of 12.31 years, than did sampled branch managers of small 

community banks which maintained an average YMEB of 8.52 years and YMEC of 10.62 years 

respectively. 

The third research question asked what leadership styles of the FRLM (transformational 

leadership, transactional leadership, or non-leadership), if any, as measured by the Multifactor 

Leadership Questionnaire (MLQ) are perceived by branch managers to be most common in small 

community banks as compared to medium-sized community banks.  Of the sampled institutions, 

small community bank branch managers on average, score higher along all three of the 

leadership scales of the MLQ (TSF, TSA, and NL) than do branch managers of medium-sized 

community banks.  Among the three MLQ scales; however, the difference between TSA at small 

and medium-sized community institutions is the most pronounced.  This indicates that small 

community bank branch managers perceive that they are more transactional as leaders with TSA 

scores of 2.64 versus TSA scores of 2.46 at medium-sized community banks.  Concerning the 

three efficiency scales of leader performance outcomes (EE, EFF, and SAT); the medium-sized 

community bank branch managers that were sampled scored higher along all three scales than 

their counterparts at small community banks. 

Via correlational analysis, TSF and TSA were shown to be positively correlated at 0.432 

while TSF and NL were shown to have a negative correlation of -0.523 at the 0.01 level of 

significance.  Positive correlations between TSF and TSA should be expected as TSF is built 

upon TSA (Avolio & Bass, 2004; Waggoner, 2009).  The efficiency scales of EE, EFF, and SAT 

all maintain a very strong positive correlation with TSF indicative of high performing leaders 

that are transformational.  Specifically, at the 0.01 significance level, the efficiency scales of EE, 

EFF, and SAT all maintain very strong positive correlations with TSF at 0.759, 0.733, and 0.73 



74 

respectively.  Consequently, the higher correlations identified between TSF and the efficiency 

scales than were found between both TSA and NL should be expected as EE, EFF, and SAT are 

most commonly identified with TSF (Avolio & Bass, 2004). 

In addition, correlational analysis revealed that GEND, EDU, YMEB and YMEC did not 

show any significant correlations with any of the scales of the MLQ.  This result stands in 

contrast to previous research indicating that personal aspects such as gender is strongly related to 

both transformational leadership ability and rated effectiveness (Avolio & Bass, 2004).  

Furthermore, bank SIZE was shown to be significantly positively correlated with each of the 

three efficiency scales of EE, EFF, and SAT.  Therefore it is indicated that the size of the 

institution has an interacting effect with the outcome measures of leader performance. 
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CHAPTER 5 

 

DISCUSSION 

Without a viable market for community banks, individual and small business investors 

and borrowers, particularly in rural areas will have less financing options, and thus, may be 

forced to accept unfavorable terms dictated by larger financial institutions (Walser & Anderlik, 

2004).  Therefore, a looming question for small banks that encounter elevated competition is 

noted as follows: Do these institutions utilize leadership-based human resource development 

(HRD) initiatives and interventions to enhance their probability of success? 

Within the literature there is minimal empirical evidence informing community banks of 

appropriate initiatives that may be implemented to unleash human expertise through training and 

development interventions related to successful leadership styles.  Further, within the HRD 

discipline there is also a lack of empirical evidence reflecting the use of metrics to accurately 

identify the true financial value of successful leadership styles.  As previously indicated: “Any 

minimization of economic theory in HRD is untenable” (Swanson & Holton, 2009, p. 103).  

Consequently, it is essential for practitioners and researchers to more accurately evaluate the 

financial performance outcomes of HRD initiatives and interventions to meet community banks’ 

overall objectives. 

The primary purpose of this investigation is to identify the leadership styles of branch 

managers and financial performance outcomes as measured by the ROE framework at both small 
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and medium-sized community banks.  Second, this investigation sought to add to previous 

research by providing HRD scholars and practitioners with new strategies for evaluating the 

impact of HRD initiatives and interventions within a banking industry context.  As a result of the 

limited research to date relative to the economic foundations of HRD (Swanson & Holton, 2009), 

the revelation of the concept behind this investigation is particularly important for the continued 

development of the HRD discipline.  Third, through this investigation it was determined that 

particular styles and/or sets of leadership dimensions are common at successful small and 

medium-sized community banking institutions.  The results of this investigation indicate that 

medium-sized community banks maintain stronger performance in in terms of overall leadership 

outcomes than do small community banks while maintaining similar perceptions of 

transformational leadership ability. 

The research questions for this investigation were: 

1. What are the differences in profitability, as indicated by the ratios in the ROE framework, of 

small community banks in comparison to medium-sized community banks? 

2. What are the differences of the personal characteristics of age, time in position, years of 

experience in the field, and educational background of branch managers at small and 

medium-sized community banks? 

3. What leadership styles of the FRLM (transformational leadership, transactional leadership, or 

non-leadership), if any, as measured by the Multifactor Leadership Questionnaire (MLQ) 

are perceived by branch managers to be most common in small community banks as 

compared to medium-sized community banks? 
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Research Question 1 

The first research question was an attempt to determine the differences in profitability, as 

indicated by the ratios in the ROE framework, of small community banks in comparison to 

medium-sized community banks.  During 2013 both ROE and ROA increased as the size of 

institution was increased among the sampled institutions.  Similar to 2013, from 2007 – 2013, as 

the average size of sampled institutions increased, so did ROE.  This was not the case for ROA; 

however, as medium-sized community banks maintained significantly higher ROA than the other 

sampled size classes which is indicative of more effective utilization of assets to generate 

financial return. 

During 2013, medium-sized community banks held the highest average EM at 9.86, 

followed closely by large community and small commercial banks with an average EM of 9.79.  

The small community banks sampled held the lowest average EM of 8.29 over the last year 

indicative of the lower levels of debt held by the smallest institutions.  Further, from 2007 to 

2013, EM tended to be larger on average as the size of institution analyzed was increased.  

Among the institutions sampled, in 2013 small community banks maintained the highest average 

PM at 0.955, followed by the largest sampled institutions at 0.897, with medium-sized 

community banks being the least profitable in terms of PM at 0.823.  From 2007 to 2013, the 

largest institutions sampled were most profitable with an average PM of 0.975; however small 

community banks held a significantly higher average PM of 0.939 than did medium-sized 

community banks which maintained an average PM of 0.792.   

Similar to the ROE and ROA of sampled institutions, during 2013 AU tended to increase 

on average as the size of institution was increased.  From 2007 to 2013; however, medium-sized 

community banks maintained the best utilization of their assets with an average AU of 0.018 
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followed by the largest institutions with an average AU of 0.009 and small community banks 

which maintained an average AU of 0.007.  The significantly higher utilization of assets by 

medium-sized community banks greatly improved ROE in comparison to the other size classes 

sampled over the past seven years.  Overall, the results of this investigation indicate that 

although medium-sized community banks maintain higher financial performance in general, 

small community banks maintain higher profitability in terms of profit margin. 

Research Question 2 

The second research question sought to determine the differences in the personal 

characteristics of age, time in position, years of experience in the field, and educational 

background of branch managers at small and medium-sized community banks.  As the size of the 

institution was increased, the percentage of female branch managers also increased.  Further, 

small community banks tend to on average, rise to the level of the Baccalaureate degree whereas 

the larger institutions fall closer to the overall average of halfway between an Associate’s and a 

Baccalaureate Degree.  Additionally, as the size of institution was increased in this sample, the 

age of the branch manager tended to fall from approximately 53.4 years for small community 

bank branches to approximately 50.5 years for medium-community, and 47.6 years for large 

community and small commercial bank branches. 

On average, sampled branch managers of medium-sized community banks maintained 

the largest YMEB of 9.09 years, followed by small community bank with an average YMEB of 

8.52 years.  Further, among the sample investigated, branch managers of larger institutions 

tended to have less years of experience in terms of bank management.  In addition, the sampled 

branch managers tended to rate slightly higher in terms of total YMEC than total YMEB.  This 

makes sense as many individuals that have management experience in the banking industry may 
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also have previous management experience in other contexts. 

Typically, managers of medium-sized community banks were found to have more years 

of management experience in their careers with an average YMEC of 12.31 years than the 

managers of the other size bank classes sampled, which is consistent with YMEB.  Further, 

YMEC is comparable among both small community banks and the largest institutions that were 

sampled.  Of the sampled branches, small community bank branch managers had the most years 

of experience in the banking industry at 24.15 years followed closely by branch managers of 

medium-sized community banks with 23.64 years banking experience.  In addition, the largest 

institutions in this investigation had the lowest YBE, consistent with YMEB and YMEC.  

Furthermore, overall YBE was significantly higher than either YMEB or YMEC which should 

be expected as for one to become a branch manager they would have typically worked in the 

banking industry at some point in time.   

Research Question 3 

The third research question asked what leadership styles of the FRLM (transformational 

leadership, transactional leadership, or non-leadership), if any, as measured by the Multifactor 

Leadership Questionnaire (MLQ) are perceived by branch managers to be most common in small 

community banks as compared to medium-sized community banks.  Larger institutions in the 

sample scored highest on the TSF scale with a score of 3.32, and small community banks scored 

slightly higher with an average TSF of 3.06 than did medium community banks with an average 

TSF of 3.04.  Thus, in terms of overall TSF, sampled small community bank branch managers 

perceive transformational leadership ability slightly more often than sampled branch managers of 

medium-sized community banks.  However, it must be noted that this difference is extremely 

small as the two scores are nearly identical. 
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Each of the five TSF leadership dimensions can be visualized as building upon the other 

dimensions, and when combined, result in performance that exceeds what is expected by 

management and other organizational members (Avolio & Bass, 2004).  Therefore, the five TSF 

leadership dimensions have an additive effect which results in performance beyond expectations 

(Bass, 1990; Northouse, 2007).   Consequently, it should be noted that TSF is not intended to 

replace TSA.  This is because TSF is built upon and augments TSA to achieve organizational 

objectives (Avolio & Bass, 2004).   

In terms of the five dimensions of TSF (IA, IB, IM, IS, and IC) sampled, small 

community bank branch managers scored higher than medium-sized community bank branch 

managers on the scales of IA, IM, and IC.  Sampled branch managers of medium-sized 

community banks; however, scored higher than small community bank branch managers in terms 

of IB and IS.  Further, perceptions of IA tended to be higher for sampled branch managers of 

small community banks, while perceptions of IB tended to be higher for sampled branch 

managers of medium-sized community banks.  However, the perceived combination of these 

factors indicative of charismatic leadership (Avolio & Bass, 2004) tends to be higher for sampled 

branch managers of medium-sized community banks than for branch managers of small 

community banks sampled in this investigation.   

Investigating the effects of transformational leadership dimensions including charisma 

(or the combination of IA and IB), previous research has indicated that only charismatic 

leadership significantly impacts organizational performance in a positive manner (Bycio, 

Hackett, & Allen, 1995; Huang, Hsu, & Chiau, 2011).  Conversely, other researchers 

investigating the supposed link between charisma and firm performance indicated no relationship 

between the charisma of a CEO and the performance of the firm even under conditions of high 
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uncertainty (Tosi et al., 2004).   

Although, scores along the TSF and TSA scales were mostly consistent among all 

sampled bank size classes, the TSA scores identified were highest for sampled small community 

banks at 2.64, followed by large community and small commercial banks with an average TSA 

score of 2.58, while medium-sized community banks maintained the lowest average TSA score 

of 2.46 among the institutions sampled.  Scores along the NL scale; however, were not as 

consistent among the sampled bank size classes as branch managers of larger institutions 

perceived significantly lower levels of NL averaging at 0.43, although branch managers of small 

and medium-sized community banks also perceive comparatively low NL scores of 0.89 and 

0.84 respectively.  Thus, branch managers of small and medium-sized community banks 

perceive higher levels of non-leadership than do branch managers of the largest sampled 

institutions.  In general, sampled branch managers perceive that they maintain more 

transformational than transactional leadership attributes, and also perceive that they maintain far 

lower levels of non-leadership attributes. 

As would be expected of leaders scoring high on the transformational leadership (TSF) 

scale, leaders in the sample largely scored moderately high in terms of the three efficiency ratios 

of EE, EFF, and SAT.  Thus, overall scores for both TSF and the efficiency measures were 

higher than the scores of either TSA or NL.  Further, the larger the institution analyzed, the 

higher the score identified for all three efficiency measures of EE, EFF, and SAT, indicative of 

leader performance.  Overall, the results of the perceptions of branch managers in the sample are 

indicative of high performing leaders which maintain higher levels of transformational than 

transactional or non-leadership styles. 

Via correlational analysis, TSF and TSA were shown to be significantly positively 
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correlated at 0.432, while TSF and NL were shown to have a negative correlation of -0.523 at the 

0.01 level.  Further, the five TSF scales of IA, IB, IM, IS, and IC are very strongly positively 

correlated with TSF and moderately correlated with TSA.  In addition, as demonstrated, the 

aforementioned TSF scales are all significantly negatively correlated with NL.  Positive 

correlations between TSF and TSA should be expected as TSF is built upon TSA.  It should also 

be expected that the five TSF dimensions would tend to be more strongly correlated with TSF 

than TSA as these dimensions are more closely identified with transformational leadership 

ability.  Further, as NL is consistent with unproductive leaders, it should be expected that NL 

will tend to maintain weak or even negative correlations with either TSF or TSA (Avolio & 

Bass, 2004; Waggoner, 2009). 

The efficiency scales of EE, EFF, and SAT all maintain a very strong positive correlation 

with TSF indicative of high performing leaders that are transformational.  Specifically, at the 

0.01 significance level, the efficiency scales of EE, EFF, and SAT all maintain very strong 

positive correlations with TSF at 0.759, 0.733, and 0.73 respectively.  In addition, EE and EFF 

maintain a significantly positive correlation with TSA as well, although this correlation is much 

weaker than the correlation with TSF.  Further, all three efficiency scales have a significant 

negative correlation with NL.  Consequently, the higher correlations identified between TSF and 

the efficiency scales than were found between both TSA and NL should be expected as EE, EFF, 

and SAT are most commonly identified with TSF (Avolio & Bass, 2004). 

Investigating the personal information of GEND, EDU, YMEB and YMEC did not show 

any significant correlations with any of the scales of the MLQ.  This result stands in contrast to 

previous research into gender and transformational leadership which indicates underlying 

relationships between the two variables (Avolio & Bass, 2004).  Bank SIZE; however, was 
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shown to have a significantly positive correlation with each of the three efficiency scales of EE, 

EFF, and SAT.  This indicates that the size of the institution has an interacting effect with the 

efficiency scales that identify outcomes of leader performance.  Further, each of the efficiency 

scales were shown to be positively correlated with each other, suggesting strong 

interrelationships between the three scales of leader efficiency.   

Implications for HRD 

This investigation indicates that as the size of the institution increases, overall financial 

performance also increases.  In addition, it is also apparent that medium-sized community banks 

maintain stronger performance in terms of overall leadership outcomes than do small community 

banks while maintaining similar perceptions of transformational leadership ability.  Future 

research along this line of inquiry could further investigate this information to establish 

correlations among leadership outcomes and financial ratio analysis data.  Therefore, the method 

of evaluation proposed in this investigation could be further refined to provide HRD scholars and 

practitioners with more precise measurements of HRD initiatives and interventions within a 

small bank context. 

Subsequent to the relevant literature review for this investigation, the framework 

proposed could be utilized by future researchers to obtain more precise measurements of 

financial performance outcomes than is currently possible utilizing limited ratio analysis data and 

single ROI estimates of HRD programs.  It should also be noted; however, that more accurate 

metrics could cause negative political effects for both senior management and for HR 

departments (McGuire, 2011). Therefore, some organizations may not embrace more accurate 

metrics simply because it could create negative consequences for them.  Consequently, 

organizations and departments that take a proactive stance toward enhancing measurement and 
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evaluation techniques for their HRD initiatives and interventions may be in a stronger financial 

position than those that do not. 

Overall, numerous researchers have demonstrated empirically that transformational 

leadership training can greatly improve both employee and financial performance (Barling, 

Weber, & Kelloway, 1996; Dvir, Eden, Avolio, & Shamir, 2002; Howell & Avolio, 1993; 

Huang, Hsu, & Chiau, 2011; Rohs, 2003; Simmonds & Tsui 2010).  However, identifying a 

realistic and accurate monetary value for leadership development programs and other types of 

HRD initiatives and interventions is becoming increasingly important (McGuire & Jorgensen, 

2011).  Further, as competition continues to increase in most types of industry, the single-

focused approach of utilizing ROI in estimating the value of HRD initiatives may soon become 

insufficient for management.  Single or sole financial measures cannot clearly describe a firm’s 

financial performance.  Thus, several different indicators must be utilized when evaluating an 

organizations’ performance (Ellinger et al., 2002; Saunders & Cornett, 2011).  Hence, the latter 

provides a strong argument for the utilization of the ROE framework to identify financial 

performance outcomes in this investigation. 

As the demand for HR accountability has risen, organizations have increasingly utilized 

metrics to economically assess the results of HR.  As senior management expands the return on 

investment scrutiny that has been imposed on other areas of HR, a critical concern for HRD 

professionals has become the assessment of HRD effectiveness (Holton & Naquin, 2004). 

Traditionally, this discipline has not looked to finance for the creation of metrics; however the 

separation of the two disciplines is both counterproductive and unnecessary.  As organizations 

increasingly demand accountability, HRD researchers and practitioners must think creatively 

during the design of new metrics that have the potential to advance the accountability of 
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development, even if these new metrics are imperfect (Holton & Naquin, 2004).  When decisions 

are made quickly without any evidence to support them, the outcomes can be disastrous 

(Anderson & Kilduff, 2009; Campbell, Goodie, & Foster, 2004; Guerra-Lopez & Norris-

Thomas, 2011).  Consequently, decisions based simply on the gut feelings of decision makers or 

the opinions of others are less effective than decisions based on recognized gaps in performance 

(Nutt, 2007).  Thus, it would appear that by simply reducing the amount of decisions based on 

gut feelings, effective decision making could be improved (Guerra-Lopez & Blake, 2011). 

One of the most widely used models of evaluation (especially in the United States) is the 

Kirkpatrick model of training evaluation.  Despite its widespread use, this model has faced an 

increasing amount of criticism in recent years, and the model has not been updated since it was 

first introduced in 1959 (Holton & Naquin, 2004).  Numerous investigators have demonstrated 

that at best, weak correlations exist between the four levels of the Kirkpatrick model (Alliger & 

Janak, 1989; Alliger, Tannenbaum, Bennett, Trave, & Shotland, 1997).  Further, this model does 

not represent a complete theory because relationships between the various outcome domains are 

not clearly specified.  Obviously, if after fifty years, the use of Kirkpatrick’s model has failed to 

change our overall understanding of HRD accountability in program evaluation, perhaps 

something else is needed (Holton & Naquin, 2004). 

Financial measures have the potential to demonstrate to what extent an organization’s 

strategy has the capacity to improve overall profitability.  In fact, the only perspective utilized in 

decision making by upper management at most organizations are financial measures (Galloway, 

2010).  Due to the pervasive use of financial information in most types of organizations, this type 

of information may always remain important, especially when it is current and accurate (Niven, 

2006).  Therefore, reporting measures should be even more quantitative and financial.  Within 
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organizations, various functions pursue individualized strategies and goals causing departmental 

leaders to often focus on conflicting objectives.  By aligning all functions of an organization with 

an overall strategy such potential conflicts can be resolved as the various organizational 

functions are in a significantly better position to cooperate in achieving common organizational 

goals.  Further, organizations must align employee practices and responsibilities between their 

various functional departments to strengthen this process (Galloway, 2010).   

However, management often identifies training as non-strategic in its function, as many 

managers perceive that the cost of training exceeds its returns (Chapman, 2004).  Thus, 

organizational decision makers must be provided accurate and relevant information so that 

management can decide whether or not training initiatives and/or interventions are providing the 

value that was intended (Chapman, 2004; Bowsher, 1998; Kaufman, 2003).  Utilizing numerous 

methods for measuring financial performance outcomes to overcome the limitations of each 

measure can be very effective.  However, if the methods are selected and utilized in a haphazard 

way, the full benefits may not be obtained (Walsh, 2005).  To ensure that financial measures are 

readily available to decision makers in general, and for HRD professionals specifically, a 

centralized and automated corporate database should be developed to provide such information 

so that it can be utilized more efficiently (Galloway, 2010). 

When various tools are not selected in a logical manner to examine the root causes of a 

performance problem, the result may be inconsistent and/or irrelevant data.  Thus, HRD 

professionals must become familiar with numerous tools, techniques, and models of performance 

improvement to support causal analysis.  Further, when utilizing any such performance 

improvement tools, techniques, and/or models, one must have access to relevant personnel 

and/or financial data to assist in finding the root causes of the performance problem (Rush, 
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2012). 

Ultimately, evaluation’s purpose is to determine if the solution that was implemented 

accomplished what was intended.  However, it can be very challenging to accurately determine 

what should be measured as HRD professionals may unwittingly squander time and 

organizational resources measuring irrelevant items simply because it is possible to measure 

them (Rush, 2012; Willmore, 2003).  Consequently, HRD professionals must return to the 

performance gap that was identified, i.e. the root cause (Rothwell, Hohne, & King, 2007) and 

isolate the primary objective of the evaluation (Rush, 2012).  To justify the expenditure of 

resources that are used in evaluation, decision makers must maximize the possibility that their 

decisions will be successful by making sound decisions based on “relevant, reliable, valid and 

complete data” (Guerra-Lopez & Norris-Thomas, 2011, p. 37).  Consequently, such data should 

be collected as part of a thorough process of evaluation that is connected with the long term 

outcomes that are desired (Guerra-Lopez, 2007). 

Numerous studies indicate that credible information is critical to effective decision 

making (Guerra-Lopez & Blake, 2011; See, 2009; Stewart, Billings, & Stasser, 1998; Stewart & 

Stasser, 1995).  However, decision makers may not consider the most relevant data suitable for a 

given situation if they are not aware such data exist, or if they are aware but do not have access 

or do not possess an understanding of their relevance. At other times, there may be an 

overabundance of numbers that can obscure the value of such data.  Consequently, decision 

makers usually do not have all the facts and must commonly make choices with some level of 

uncertainty (Guerra-Lopez & Norris-Thomas, 2011; See, 2009). 

It is clear; however, that neither quick decisions nor far-reaching exhaustive analyses 

promote both sound and timely decision making.  Evaluation can improve the decision making 
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process by providing a systematic framework for improving performance that aligns desired 

outcomes and stakeholders with the activities and purposes of the evaluation effort (Guerra-

Lopez & Norris-Thomas, 2011).  The lack of a comprehensive model for directing HRD 

interventions across an organization becomes the root cause of most problems that arise from 

ineffective solutions.  Further, ineffective solutions tend to become unmanageable if simply left 

to vendors (Bernardez, 2009).  Therefore, training professionals can and should break through in 

establishing relevant measures that are valued by non-training managers.  However, examining 

financial performance outcome measures in dollar terms can become problematic when 

examining multiple organizations as well as within and among various industry contexts.  Thus, 

performance outcomes of HRD initiatives and/or interventions must be described in terms that 

allow comparison across organizations and industry contexts (Chapman, 2004).  Financial ratio 

analysis developed from common size financial statements is but one way in which this process 

can be conducted. 

In surveying performance improvement solutions numerous reputable research 

organizations have identified a large gap between what scientific analyses indicate was 

accomplished and what HRD  professionals believe they have accomplished (Clark & Estes, 

2000).  Therefore, HRD professionals must demonstrate the rigor of their work by providing 

relevant data to support their assertions if they are ever to be taken seriously among scientific 

communities (Guerra-Lopez & Leigh, 2009). 

The question of how HR contributes to firm performance in a precise manner remains 

unanswered necessitating the need for theory refinement as well as the creation of more 

comprehensive models that can effectively demonstrate the relationship between HR and firm 

performance (Ferris, Hochwarter, Buckley, Harrell-Cook, & Frink, 1999; Bowen & Ostroff, 
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2004).  Ultimately, better metrics as well as better access to all relevant data must be provided to 

disseminate information in real time to upper management about HR competencies, management 

quality, workforce capabilities, and the alignment of HR systems and policies with 

organizational strategy.  The basis for these new metrics and data systems will largely include 

productivity information, customer satisfaction surveys, HR data, and ultimately, financial 

performance data.  Further, the possibility that finance professionals will come in and take the 

lead in human capital measurement has helped to propel metric development throughout the HR 

discipline (HR Focus, 2005). 

Increasingly, HRD professionals must effectively demonstrate the value that they bring to 

their organizations (Chapman, 2004; Wick & Pollack, 2004; Kaufman, 2003; Phillips, 1995; 

Phillips & Phillips; 2002; Swanson, 1998).  Upper management; however, must understand that 

first-line supervisors (such as branch managers) can become powerless as these individuals 

attempt to meet the demands of both workers and management.  Further, first-line supervisors 

may be forced to explain policies and implement programs that they have had no role in 

developing while in many cases they lack the resources necessary to effectively reward or 

influence subordinates (Kanter, 1980).   

Over 40% of organizations do not consider the measurement of human capital as a 

priority and approximately 20% of large companies never expect that it will be reported within 

their financial statements.  These views are surprising considering that employment costs take up 

40 to 67% of expenditures among most organizations (HR Focus, 2005).  As competition in the 

banking industry continues to intensify (FDIC 2012a; Critchfield et al., 2004; Hanc, 2004), upper 

management must recognize the value that HR measurement can bring to their organization.  

Therefore, by measuring the financial impact of their various strategies, HR professionals may 
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be in a better position to offer management tangible solutions (HR Focus, 2004). 

Limitations 

 Because this research was conducted within a limited number of community banks in a 

relatively small geographic area, the generalization of findings to other contexts may be limited, 

and may not be applicable.  Therefore, a significant amount of care and caution must be taken 

into account in the utilization of any findings of this study.  Second, this research merely 

identifies perceptions of leadership styles, individual characteristics of branch managers, and key 

financial performance outcome ratios.  Because of this, further research will be needed to 

identify potential evidence of causation among leadership styles, outcomes, and personal 

attributes with financial performance outcomes.  Further, in this investigation, leadership could 

not be analyzed in comparison to organizational culture as this aspect of leadership was not taken 

into account.  Consequently, any comparisons made between financial outcomes and MLQ data 

may be significantly impacted by the potential effect of organizational culture. 

It should be noted that although quantitative data can be extremely valuable for 

researchers, it does have some weaknesses.  For example, the use of quantitative data can 

provide an incentive for investigators to focus only on what is measurable and not on what is 

most important to a particular investigation.  Therefore, when researchers only focus on 

quantitative results, there is the potential that the investigation can shift away from critically 

important issues (Labaree, 2011).  Future investigators must be aware that the proposed 

framework and methodology is limited to quantitative analyses rather than causal strategies, and 

therefore, one should avoid overreliance on this type of data (Smith, 2011) without rigorous 

design and analysis. 
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Recommendations for Future Study 

Contingency theorists indicate that the structure of an organization must be adapted to the 

primary contingencies an organization will experience.  Therefore, issues such as the 

organization’s size, technology demands, environmental concerns, coalitions within the firm, as 

well as strategic decisions will have a major impact on numerous areas of an organization.  As 

various departments attempt to improve their specialized skills and concentrate on their 

functions, coordination within and among other functions and departments may become 

weakened which can reduce the ability to implement necessary changes (Rainey, 2009).  Such 

aspects may need to be thoroughly investigated to precisely identify the true connections 

between leadership and profitability. 

According to Schein (2010), leadership cannot be evaluated without an understanding of 

the organization’s culture.  Further, the culture present in a given organization tends to be 

affected by leadership (Avolio & Bass, 2004).  More precisely, culture is only partially mediated 

by leadership; however, the two concepts are fundamentally intertwined in that once a culture 

becomes entrenched, it can determine the necessary criteria for who can and who cannot become 

a leader in a particular organization (Schein, 2010).  Consequently, because culture was not 

evaluated in this investigation, leadership could not be isolated from organizational culture.   

In general, the method of evaluation proposed in this investigation may have the potential 

to accurately measure the economic value of corporate culture, particularly as a component of 

human capital.  This is further substantiated by the fact that previous researchers have indicated 

that corporate culture may positively impact the financial performance of organizations 

(Flamholtz, 2001; Flamholtz, 2005; Kotter & Heskit, 1992).  For example, Flamholtz (2001) 

indicated a statistically significant relationship between the financial performance of business 
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units and divisional agreement with the type of corporate culture that was desired.  This research 

indicated that approximately 46% of an organizations’ financial performance was attributable to 

their corporate culture.  Therefore, in this investigation, both financial outcomes and MLQ data 

may be significantly impacted by the effect of organizational culture.  Thus, further investigation 

into the connections between profitability and leadership should take organizational culture into 

account. 

In general, the multitude of characteristics among intangibles do not fit well within 

traditional accounting models as values can change without a transaction, benefits are uncertain 

and difficult to measure, and they are not forced to compete with other accounting items and thus 

represent non-rival accounting indicators.  Because of this and the increasing importance of 

intangibles, less than 20% of analysts and investors view financial statements as being 

particularly credible in evaluating knowledge based firms.  Ultimately; however, two major 

challenges include the creation of new methods for managing investments in HR, and the design 

of new metrics that can differentiate between appreciating and depreciating intangibles (Cleary, 

2011).  Why then do many organizations still rely on traditional accounting measures when 

intangibles make up such a large portion of their overall value?  Perhaps this is an area where 

HRD can take the lead. 

In general, the preliminary research that has been conducted to define a precise theory of 

the value of human resources is incomplete (Flamholtz, 2005).  Although numerous researchers 

have developed qualitative models for measuring human capital, by comparison, relatively few 

have suggested quantitative models (Rana & Maheshwari, 2005).  Further, when the limitations 

of financial data are understood and the analysis is utilized in a proper manner, these indicators 

can be a powerful tool for both HRD scholars and practitioners (Parsons, 1997).  Ultimately, if 
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we are to advocate the theoretical foundations of HRD and thus fulfill the mission of this 

discipline, it is incumbent upon both practitioners and researchers within the field to design, 

develop, innovate, and implement more accurate and relevant metrics for measuring and 

evaluating HRD programs. 
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APPENDIX A: ROE FRAMEWORK RATIO DEFINITIONS 

 

Overall (Financial) Performance Ratios 

1. Return on Equity (ROE) - ROE measures overall bank profitability per dollar of equity.  

This indicator is the annualized net income as a percentage of average equity on a 

consolidated basis.     

 

 

ROE can be broken down into its component parts to identify potential underlying 

problems: 

 

 

2. Return on Assets (ROA) – ROA is indicative of net income after taxes and extraordinary 

items, and is annualized as a percentage of the average total assets prevalent at an 

individual financial institution. 

3. Equity Multiplier (EM) – The EM measures the extent to which assets are funded with 

equity relative to debt.  Consequently. the equity multiplier is a measure of institutional 

leverage. 
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4. Profit Margin (PM) – The PM measures a financial institution’s ability to control 

expenses and thus the bank’s ability to produce net income from operating income, or 

revenue. This indicator measures the ability of a bank to pay expenses and produce net 

income from both interest and noninterest income. 

5. Asset Utilization (AU) – AU is a measure of the amount of interest and noninterest 

income generated by a bank per dollar of total assets.  Consequently, asset utilization is 

calculated by dividing total operating income by total assets. 

6. Net Interest Margin (NIM) – NIM is equivalent to the total interest income minus the 

total interest expense (annualized) as a percentage of a financial institution’s average 

earning assets.  NIM measures the net return on a bank’s earning assets, and thus consists 

of interest income less interest expense divided by the addition of investment securities 

and net loans and leases. 

 

 

7. Spread – A bank’s spread measures the difference between the average yield on earning 

assets and the average cost on interest-bearing liabilities. 

              

8. Overhead Efficiency – Overhead is a measure of the bank’s ability to generate 

noninterest income to pay for noninterest expenses.  Consequently, overhead efficiency is 

represented as: 

Overhead efficiency = Noninterest income / Noninterest expense 

 

leases and loansnet   securities investment

expenseinterest  incomeinterest 

assets earning

incomeinterest net 
 NIM
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Profit Margin Components 

9. Interest Expense Ratio – The interest expense ratio consists of interest expense divided 

by total operating income.  This indicator can also be calculated as the total interest 

expense divided by the average assets held by an institution. 

10. Provision for Loan Loss Ratio – The provision for loan loss ratio is calculated as the 

provision for loan losses divided by the total operating income. 

11. Noninterest Expense Ratio – The noninterest expense ratio is calculated as noninterest 

expense divided by total operating income.  It should be noted here that noninterest 

expense includes expenses of premises and fixed assets (net of rental income), salaries 

and employee benefits, as well as other noninterest expenses. 

12. Tax Ratio – The tax ratio of a financial institution is also known as the tax rate.  The tax 

ratio determines the amount of personal income tax a bank pays annually as a percentage 

of total operating income.  Consequently, the tax ratio is calculated as income taxes 

divided by total operating income. 

Asset Utilization Breakdown 

60. Interest Income Ratio – The interest income ratio is calculated as interest income divided 

by total assets.  Interest income is also known as total interest income.  This item is the 

sum of income on loans and leases, plus interest on interest bearing bank balances, 

investment income, interest on federal funds sold and interest on trading account assets 

earned by the institution. 

61. Noninterest Income Ratio – The noninterest income ratio is calculated as noninterest 

income divided by total assets.  Noninterest income is also known as total noninterest 

income.  This item includes income from fiduciary activities, plus trading gains or losses 
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and fees from foreign exchange transactions, plus service charges on deposit accounts in 

domestic offices, plus other foreign transaction gains or losses, plus other gains or losses 

and fees from trading assets and liabilities. 
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APPENDIX B: SURVEY IMPLEMENTATION FORMS 
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Basic Personal Information Questionnaire 

Please provide answers to the questions below.  All information will be held strictly confidential, 

and no information provided on this form will be used to identify you. 

 

1.  Are you (circle)?  Male              Female 

2. In what year were you born? _________________ 

3. How long have you been employed as a branch manager at your branch? _________________ 

4. How long have you been employed as a branch manager in your career? _________________ 

5. How many years of experience do you have in banking? _________________ 

6. Below, please circle the highest level of education you have completed: 

High School      Associate’s Degree        Bachelor’s Degree        Master’s Degree       Doctorate 
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APPENDIX C: SURVEY DATA 
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Table AC 1 

Basic Personal Information Questionnaire Data 

Bank Size GEND Birth Year AGE YMEB YMEC YBE EDU 

Total 1 1.4 1959.5556 53.4444 8.5167 10.6167 24.15 2.7 

Total 2 1.4865 1962.4857 50.5143 9.0901 12.3063 23.6441 2.4865 

Total 3 1.5 1965.375 47.625 6.2381 10.7857 21.75 2.5 

Male 1 1960.6296 52.3704 10.3393 15.0536 23.1552 3 

Female 2 1964.36 48.64 6.7564 8.2885 23.8013 2 

Male 1 1 1960.1667 52.8333 11.75 13.75 18.9167 3.5 

Female 1 2 1958.3333 54.6667 3.6667 5.9167 32 1.5 

Male 2 1 1959.9412 53.0588 10.4737 15.4737 25.6316 2.7895 

Female 2 2 1964.8889 48.1111 7.6296 8.9630 21.5463 2.1667 

Male 3 1 1964.25 48.75 6.6667 15 17.75 3.25 

Female 3 2 1966.5 46.5 5.9167 7.625 25.75 1.75 

H.S. 1.8462 1960.2308 52.7692 6.7949 9.3974 25.6923 1 

Associate 1.7143 1959.1429 53.8571 13.2857 13.8571 32.7143 2 

Bachelor 1.3214 1961.88 51.12 8.6296 12.7778 21.7976 3 

Master 1.1429 1971.7143 41.2857 7.2619 10.4048 16.7143 4 
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Table AC 2 

Transformational Leadership (TSF) MLQ Data 

Bank Size IA IB IM IS IC TSF 

Total 1 3.2333 2.8 3.15 2.75 3.375 3.0617 

Total 2 3.0405 3.0518 3.1149 2.8108 3.1757 3.0387 

Total 3 3.2778 3.3611 3.3889 3 3.5556 3.3167 

Male 3.0402 3.0402 3.0776 2.7672 3.1552 3.0161 

Female 3.1891 3.0577 3.2596 2.9038 3.3942 3.1609 

Male 1 3.0694 2.875 3.0417 3 3.4167 3.0806 

Female 1 3.4792 2.6875 3.3125 2.375 3.3125 3.0333 

Male 2 2.9868 3.0219 3.0395 2.6316 3.0263 2.9412 

Female 2 3.0972 3.0833 3.1944 3 3.3333 3.1417 

Male 3 3.25 3.375 3.3125 3.0625 3.375 3.275 

Female 3 3.3125 3.3125 3.5 3 3.75 3.375 

H.S. 3.2051 2.9231 3.2115 2.8462 3.2885 3.0949 

Associate 3.0357 3.1429 3.25 2.8571 3.5357 3.1643 

Bachelor 3.0595 3.0774 3.1071 2.8214 3.2054 3.0542 

Master 3.2143 3.0714 3.2143 2.8214 3.2143 3.1071 
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Table AC 3 

Transactional Leadership (TSA), Non-Leadership (NL), and Efficiency MLQ Data 

Bank Size CR MBEA TSA MBEP LF NL EE EFF SAT 

Total 1 3.1917 2.0917 2.6417 1.3 0.475 0.8875 2.6333 3.175 3.1 

Total 2 3.0901 1.8311 2.4606 1.1959 0.4797 0.8378 2.7928 3.2230 3.3176 

Total 3 3.3056 1.8611 2.5833 0.6111 0.25 0.4306 3.4815 3.7222 3.6667 

Male 3.2069 1.8362 2.5216 1.2069 0.4569 0.8319 2.8506 3.25 3.2414 

Female 3.0769 1.9006 2.4888 1.0577 0.4327 0.7452 2.8974 3.3365 3.4327 

Male 1 3.4028 2.0417 2.7222 1.4583 0.5417 1 2.6667 3.0417 3.25 

Female 1 2.8750 2.1667 2.5208 1.0625 0.375 0.7188 2.5833 3.375 2.875 

Male 2 3.0833 1.7237 2.4035 1.2105 0.5 0.8553 2.7895 3.2237 3.1842 

Female 2 3.0972 1.9444 2.5208 1.1806 0.4583 0.8194 2.7963 3.2222 3.4583 

Male 3 3.5 2.0625 2.7813 0.8125 0.125 0.4688 3.4167 3.6875 3.5 

Female 3 3.1875 1.4375 2.3125 0.5 0.375 0.4375 3.6667 3.8125 3.875 

H.S. 3.0577 2.2244 2.6410 0.9423 0.4231 0.6827 2.8718 3.25 3.3462 

Associate 3.1071 1.5 2.3036 1.0357 0.5 0.7679 2.9524 3.3929 3.5357 

Bachelor 3.1964 1.7143 2.4554 1.1429 0.4018 0.7723 2.8690 3.2768 3.2679 

Master 3.1429 2.1786 2.6607 1.5714 0.6071 1.0893 2.8095 3.3214 3.3571 
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APPENDIX D: BANK FINANCIAL DATA 
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Table AD 1 

2013 Primary ROE Ratio Data 

2013 ROE ROA EM PM AU 

N Total 0.03006 0.004836 9.894416 0.866249 0.005846 

N1 -0.00399 0.003179 10.08062 0.896136 0.003779 

N2 0.044237 0.005468 9.902154 0.868851 0.006484 

N3 0.046932 0.005661 9.800359 0.829561 0.007183 

IN-IL Total 0.025375 0.003733 10.06999 0.811875 0.004511 

IN-IL 1 0.012609 0.002924 9.949669 0.798885 0.003569 

IN-IL 2 0.033869 0.004271 10.16543 0.892266 0.004993 

IN-IL 3 0.02741 0.003832 10.2285 0.58934 0.004971 

IL Total 0.020781 0.00351 10.20641 0.843982 0.004175 

IL 1 0.01227 0.003104 10.05367 0.876765 0.003648 

IL 2 0.029352 0.004029 10.33278 0.918094 0.00466 

IL 3 0.015484 0.002892 10.37663 0.513841 0.003893 

IN Total 0.044426 0.004657 9.506329 0.676931 0.005903 

IN 1 0.014994 0.001555 9.167779 0.192996 0.002975 

IN 2 0.048004 0.005026 9.639344 0.810395 0.006035 

IN 3 0.069063 0.00711 9.720708 0.828996 0.008716 

P Total 0.056362 0.005893 9.587433 0.855004 0.006731 

P1 0.043084 0.00466 9.172845 0.901587 0.005026 

P2 0.053726 0.005755 9.589237 0.824457 0.006717 

P3 0.088054 0.008527 10.33607 0.857784 0.009872 

S Total 0.066183 0.006898 9.570119 0.858702 0.007776 

S1 0.051348 0.006018 8.294039 0.955063 0.00678 

S2 0.060224 0.006258 9.86128 0.823375 0.007174 

S3 0.107164 0.010505 9.790988 0.896867 0.011355 
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Table AD 2 

2012 Primary ROE Ratio Data 

2012 ROE ROA EM PM AU 

N Total 0.029949 0.004068 10.00609 0.88326 0.004926 

N1 0.008192 0.003544 9.792707 0.933805 0.004087 

N2 0.044398 0.004289 10.16917 0.860403 0.005174 

N3 0.025836 0.004031 10.25257 0.869625 0.005145 

IN-IL Total 0.141182 0.00271 7.95237 0.938066 0.003304 

IN-IL 1 -0.08036 0.002393 12.62983 0.930601 0.002831 

IN-IL 2 0.36414 0.003001 3.370238 0.927796 0.003765 

IN-IL 3 0.013004 0.002381 10.42502 1.007769 0.002747 

IL Total -0.03235 0.002495 11.49117 0.965482 0.003022 

IL 1 -0.09412 0.002547 13.16614 0.947487 0.002926 

IL 2 0.013689 0.00267 10.26882 0.957342 0.003413 

IL 3 0.002275 0.001568 10.56086 1.057226 0.001813 

IN Total 0.847789 0.003593 -6.46235 0.825412 0.004459 

IN 1 0.017461 0.001329 8.827552 0.811649 0.002185 

IN 2 1.411287 0.004005 -17.2523 0.832733 0.004838 

IN 3 0.051427 0.00528 9.948767 0.824195 0.006064 

P Total 0.050434 0.01326 9.527441 0.910791 0.020006 

P1 0.039975 0.004398 9.122742 0.995582 0.004735 

P2 0.048018 0.020928 9.482891 0.872568 0.033794 

P3 0.07637 0.007417 10.39083 0.866082 0.008288 

S Total 0.061766 0.047758 9.54109 0.92116 0.065511 

S1 0.044718 0.005568 8.181503 1.177148 0.006141 

S2 0.05766 0.06839 9.881554 0.859635 0.0949 

S3 0.097586 0.009815 9.652057 0.889669 0.010657 
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Table AD 3 

2011 Primary ROE Ratio Data 

2011 ROE ROA EM PM AU 

N Total -0.00265 0.002446 10.29787 0.848423 0.003107 

N1 -0.00513 0.002318 9.920279 0.868833 0.002841 

N2 -0.00555 0.002527 10.53622 0.842853 0.003152 

N3 0.00985 0.002178 10.63858 0.824741 0.002985 

IN-IL Total -0.00025 0.001865 10.49627 0.861206 0.002217 

IN-IL 1 0.013462 0.002061 9.756885 0.885112 0.002471 

IN-IL 2 -0.00699 0.001945 10.90333 0.838412 0.002198 

IN-IL 3 -0.01953 0.000944 11.36031 0.725045 0.001492 

IL Total -0.00369 0.001719 10.60595 0.905638 0.001986 

IL 1 0.014426 0.00232 9.898186 0.901829 0.002624 

IL 2 -0.01849 0.001481 11.15518 0.839278 0.001682 

IL 3 -0.01574 0.000546 11.14812 0.967735 0.000973 

IN Total 0.014049 0.00247 10.0409 0.675453 0.003174 

IN 1 0.006745 0.000263 8.77856 0.769087 0.001406 

IN 2 0.02891 0.003393 10.12129 0.83376 0.003812 

IN 3 -0.03481 0.002355 12.1537 -0.15441 0.003338 

P Total 0.044847 0.004496 9.956808 0.652508 0.005098 

P1 0.035574 0.003793 9.320144 0.821757 0.004181 

P2 0.040702 0.004121 9.9697 0.800813 0.004757 

P3 0.073576 0.006848 11.07746 -0.07991 0.007742 

S Total 0.052095 0.005131 10.15618 0.755922 0.005812 

S1 0.041146 0.005069 8.254057 0.662986 0.00553 

S2 0.045024 0.004376 10.48329 0.747914 0.005106 

S3 0.093327 0.008303 10.92487 0.892107 0.009028 
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Table AD 4 

2010 Primary ROE Ratio Data 

2010 ROE ROA EM PM AU 

N Total -0.0555 -0.00097 10.85311 0.820112 -0.0005 

N1 -0.02364 -0.00366 9.560151 0.843262 -0.0029 

N2 -0.07462 0.00088 11.69824 0.81877 0.001146 

N3 -0.07601 -0.00054 11.57257 0.778428 -0.00025 

IN-IL Total -0.00466 0.000608 10.57407 0.92942 0.000867 

IN-IL 1 0.017873 0.001149 9.483731 0.831081 0.00165 

IN-IL 2 -0.0107 0.000711 11.11317 0.84125 0.000729 

IN-IL 3 -0.03278 -0.00034 11.83833 1.575182 0.000149 

IL Total -0.00775 0.000663 10.73758 0.811769 0.000927 

IL 1 0.021609 0.001811 9.59241 0.82016 0.002299 

IL 2 -0.02025 0.000242 11.41172 0.854564 0.000305 

IL 3 -0.04009 -0.00051 12.05175 0.646971 -0.00021 

IN Total 0.008489 0.000373 9.879362 1.430532 0.000614 

IN 1 -0.00694 -0.00328 8.729567 0.908757 -0.0027 

IN 2 0.020103 0.002218 10.1648 0.798943 0.002092 

IN 3 -0.00553 0.000305 11.05242 4.940766 0.001469 

P Total 0.035291 0.003611 9.904278 1.552264 0.00422 

P1 0.031766 0.003492 9.111457 0.901738 0.003992 

P2 0.031331 0.003207 9.974919 0.814087 0.003837 

P3 0.053038 0.004986 11.14348 4.848911 0.00573 

S Total 0.042104 0.004167 10.13071 0.861098 0.004429 

S1 0.035081 0.004462 7.796517 0.93032 0.004986 

S2 0.037925 0.003724 10.51985 0.794954 0.004075 

S3 0.067091 0.005663 11.1245 1.05611 0.005265 
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Table AD 5 

2009 Primary ROE Ratio Data 

2009 ROE ROA EM PM AU 

N Total 0.102043 0.002276 8.241181 0.836553 0.00364 

N1 0.011517 0.003268 9.027928 0.932958 0.005079 

N2 0.015378 0.002212 10.51448 0.732684 0.003253 

N3 0.620632 0.000832 -1.34204 0.676444 0.002023 

IN-IL Total 0.957707 0.001411 -8.78438 0.697889 0.002545 

IN-IL 1 0.014685 0.001642 9.315829 0.715475 0.002973 

IN-IL 2 0.008548 0.001779 10.65914 0.617458 0.002784 

IN-IL 3 7.20126 0.000945 -132.77 0.841624 0.002143 

IL Total 1.182989 0.001554 -13.2484 0.662746 0.002778 

IL 1 0.016927 0.002316 9.416291 0.690861 0.003752 

IL 2 0.001843 0.001298 10.79547 0.575213 0.002376 

IL 3 9.423827 0.001151 -177.18 0.757516 0.002276 

IN Total 0.012859 0.000812 9.938433 0.844839 0.001573 

IN 1 -0.0003 -0.00283 8.655367 0.880593 -0.00222 

IN 2 0.030915 0.003337 10.21786 0.746798 0.004108 

IN 3 -0.00024 0.000282 11.12951 1.108719 0.00171 

P Total 0.044818 0.004747 9.921878 0.852178 0.005699 

P1 0.04762 0.005587 9.064177 0.869823 0.006485 

P2 0.039361 0.004019 10.02079 0.764725 0.00494 

P3 0.055351 0.005307 11.19808 1.07053 0.006444 

S Total 0.044631 0.004579 10.07488 0.862042 0.005665 

S1 0.044568 0.005968 7.752716 0.934435 0.006959 

S2 0.042375 0.004165 10.4312 0.725721 0.005293 

S3 0.053978 0.004735 11.19021 1.342034 0.005756 
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Table AD 6 

2008 Primary ROE Ratio Data 

2008 ROE ROA EM PM AU 

N Total 0.104429 0.004979 8.642586 0.862266 0.006549 

N1 0.180219 0.004003 6.284902 0.90089 0.005327 

N2 0.051425 0.005603 10.16156 0.896947 0.007113 

N3 0.055027 0.006029 10.51942 0.710702 0.008302 

IN-IL Total 0.042093 0.004549 9.740898 0.89534 0.005616 

IN-IL 1 0.03444 0.004128 9.034225 0.949427 0.005054 

IN-IL 2 0.045572 0.004715 10.1738 0.874733 0.00579 

IN-IL 3 0.058396 0.005672 10.59081 0.838899 0.007114 

IL Total 0.041401 0.004491 9.760082 0.897843 0.005452 

IL 1 0.03291 0.003933 9.13579 0.988308 0.004699 

IL 2 0.045832 0.004752 10.21222 0.841599 0.005753 

IL 3 0.061618 0.006051 10.52385 0.806151 0.007561 

IN Total 0.044958 0.00479 9.661215 0.885141 0.006299 

IN 1 0.044129 0.005362 8.389496 0.702062 0.0073 

IN 2 0.044649 0.004585 10.04373 0.983324 0.005914 

IN 3 0.050487 0.004717 10.77238 0.927701 0.005987 

P Total 0.051217 0.005402 9.703343 0.82279 0.006374 

P1 0.044547 0.005151 9.020904 0.829105 0.005793 

P2 0.048748 0.005036 9.716549 0.823466 0.006252 

P3 0.070417 0.006903 10.90632 0.809375 0.007779 

S Total 0.054261 0.005613 9.795956 0.852023 0.006527 

S1 0.054558 0.006994 7.540228 1.002363 0.007449 

S2 0.047829 0.004767 10.17684 0.830599 0.005923 

S3 0.080377 0.007556 10.73648 0.773054 0.007982 
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Table AD 7 

2007 Primary ROE Ratio Data 

2007 ROE ROA EM PM AU 

N Total 0.058953 0.006207 9.631651 0.794618 0.008238 

N1 0.045421 0.004984 8.747527 0.815276 0.006586 

N2 0.067517 0.007 10.22984 0.787478 0.00907 

N3 0.072151 0.007302 10.37654 0.772211 0.010245 

IN-IL Total 0.050001 0.005047 9.788795 0.826489 0.006383 

IN-IL 1 0.038641 0.004123 8.950313 0.812142 0.005131 

IN-IL 2 0.054989 0.005465 10.37244 0.862377 0.00685 

IN-IL 3 0.07187 0.006775 10.66014 0.761597 0.008876 

IL Total 0.050947 0.005143 9.834041 0.822133 0.006399 

IL 1 0.038888 0.004146 9.104777 0.796168 0.005121 

IL 2 0.057624 0.005693 10.44831 0.867388 0.006989 

IL 3 0.076361 0.00724 10.59493 0.770219 0.009306 

IN Total 0.046295 0.004672 9.606734 0.843901 0.006329 

IN 1 0.036919 0.003963 7.928061 0.918513 0.005189 

IN 2 0.046923 0.004767 10.13753 0.847413 0.006422 

IN 3 0.060413 0.005588 10.8266 0.737515 0.007786 

P Total 0.053665 0.005609 9.712576 0.859448 0.006792 

P1 0.04657 0.005323 9.00735 0.832111 0.006065 

P2 0.04965 0.005139 9.671009 0.868626 0.006615 

P3 0.078061 0.007475 11.11384 0.88287 0.008619 

S Total 0.056955 0.005808 9.917845 0.824038 0.006949 

S1 0.055841 0.007102 7.62564 0.91097 0.007735 

S2 0.048348 0.00478 10.25287 0.763603 0.006128 

S3 0.093581 0.008593 11.08744 0.975902 0.009447 

 


