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Abstract: This study investigates the perceptions of employees in the banking sector of Cyprus with
regards to the style of leadership (i.e. democratic or autocratic) management adopts and the level of
effectiveness of each style. For this purpose, a sample of 493 participants, working in various banking
departments in Cyprus, was used. Data were collected using a structured questionnaire which included
multiple choice and scale questions. Results show that employees perceive the prevailing leadership
style in the Cyprus banking sector to be the autocratic leadership style. On the other hand, it was shown
that the respondents are of the opinion that the managers who adopt a democratic leadership can lead
to, even if to a very small extent, more positive results.

Keywords: democratic; autocratic; Cyprus banking sector; effectiveness
JEL Classification: E50

1. Introduction

Leadership is perhaps one of the most contentious issues in organizational research
(House & Aditya, 1997; Judge et al., 2004; Northouse, 2012; Pfeffer, 1977). The
importance of leadership within organizations may have recently become strongly
prevalent in management (e.g. Avolio et al., 2004; Cooper, 2011; Graham et al.,
2015) and organizational psychology (e.g. Pierro et al., 2013; Wagner, 2013) but can
be traced back to studies conducted in the late 1930s. Significantly, there seems to
be no consensus among scholars over what leadership is or how it should be studied
and there is little agreement on what are the best strategies for developing and
exercising leadership (Bennis, 2007; Hackman & Wagerman, 2007; Vroom & Jago,
2007). Nonetheless, if one had to speak of a dominant paradigm within the leadership
literature then that would be the Transformational and Transactional leadership
paradigm (Bass, 1985; Bass & Avolio, 1995). Moreover, the concept of leadership
can be said to be both ambiguous and difficult to measure (Pfeffer, 1977). However,
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scholars have suggested that leadership impacts corporate culture (Bryman, 1986;
Bolton et al., 2013), employee commitment and job satisfaction (Belias &
Koustelios, 2014) and consequently organizational performance (Garcia-Morales et
al., 2012). Therefore, it is obvious that organizations need to delineate what
leadership methods and styles are the most effective for them in order to develop and
thrive. Effective leadership is crucial for the success of an organization and can
potentially help organizations improve their operations and make efficient use of
their resources. It is an essential component of organizational success as it helps in
creating a committed workforce which is eager to take on challenges and improve.
Leadership increases organizational productivity and profitability but the extent to
which leadership can lead to success depends on the style of the leader and the
manner in which s/he modifies the environment so as employees can perform best.
Leadership style is, simply, the manner in which the leader provides direction,
implements plans, and motivates people. Given the overall importance of leadership
to organizational performance and success, it is not surprising that leadership style
is one of the most widely studied topics in management and industrial psychology.

1.1. Leadership Styles

Due to leadership’s importance to organizational success, determining the
effectiveness of leaders is crucial (Bryman, 1992, Jung & Solik, 2006). Although
several theories on what leadership entails have been proposed and despite, as
already mentioned, the lack of an undisputed definition of leaders or leadership, it
seems that most leadership theorists (e.g. House, 1971; Turner & Muller, 2005) agree
that there are three dominant leadership theories: traits theory, style theory, and
contingency theories (for an overview of these, see Horner, 1997). One of the earlier
studies of leadership styles was conducted by Lewin et al. (1939). They developed a
framework of leadership styles which includes three broad categories:

. Autocratic;
. Democratic;
. Laissez-Faire.

According to Lewin et al. (1939), autocratic leaders tend to be aggressive, hostile
and dominative towards their followers. Such leaders also exhibit a high demand for
attention. On the other hand, leaders that adopt a democratic leadership style tend to
be more spontaneous, fact-oriented and have friendly interactions with their
followers. Importantly, these leaders tend to treat their followers on an equality basis
and decisions are taken collectively. In other words, this is a participative style of
leadership. The democratic leader may take the final decision but everyone is
involved and contributes in the decision making process, leading to increased job
satisfaction and skill development. Finally, leaders that adopt a laissez-faire
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leadership style give complete freedom of decision making to their followers without
interfering. A laissez-faire leadership style is, perhaps paradoxically, non-leadership.

Lewin et al. (1939) believed that democratic style is more effective but some scholars
have taken issue with this assumption. For example, Tannenbaum and Schmidt
(1973) argued that the leader should adjust his/her behavior to fit the organizational
circumstances. In case of time pressure or great skill difference between the leader
and his/her subordinates, they argued, the autocratic leadership style is preferable.
The literature suggests that there is no ‘one best way’ to effective performance (e.g.
Goffee & Jones, 2000; Higgs, 2003). Moreover, the effectiveness of each particular
leadership style depends on the criterion which is used to assess the effectiveness of
leadership and on the organizational context. Scholars have identified and discussed
both the limitations and advantages of the autocratic leadership style (Hicks &
Powel, 1976; Whetten, 1980) and the democratic leadership style (Hackman &
Johnson, 1986; Luthar, 1996; Mullins, 1999). Simplifying, if team work is important
and high employee morale and quality is the goal, the democratic leadership style
seems more appropriate. On the other hand, if productivity and speed of delivery is
the goal, the autocratic leadership style is more effective. However, we need to
acknowledge that the democratic versus autocratic leadership style is a narrow aspect
of leadership behavior compared to the “task-oriented” versus ‘interpersonally
oriented’ leaders approach as developed by Bass (1990). Indeed, in the 1980s and
1990s various attempts at enriching our understanding of leadership styles were
made, leading researchers to distinguish between transformational and transactional
leaders. That effort initially begun with Burns’ (1978) critique of the existing
leadership studies which, according to his view, were neglecting other important
styles and elements of leadership.

Therefore, there are various approaches with regards to leadership styles but for the
purposes of this study, we will focus on Lewin et al. (1939) classic study (on the
continuing importance of Lewin et al’s (1939) pioneering work, see, for example,
Burnes, 2009; Cremer, 2006) and only autocratic and democratic leadership styles
will be considered and measured. This approach is, we believe, still valid and is still
being utilized to assess, for example, group member satisfaction in organizations
(Foels et al., 2000) or the role of gender in leadership styles (Eagly & Johannesen-
Schmidt, 2001).

2. Objectives of the Study

o To determine which leadership style is more commonly adopted by
managers in the banking sector of Cyprus.

o To determine whether employees in the banking sector of Cyprus consider
the leadership style of their managers effective.
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Hypothesis Testing 1 - Assessment of the managerial effectiveness of the democratic
leadership style

H1: In a study examining employee perceptions, the democratic leadership style is
related to higher managerial effectiveness.

HO: In a study examining employee perceptions, the democratic leadership style is
not related to higher managerial effectiveness.

Hypothesis Testing 2 - Assessment of the managerial effectiveness of the autocratic
leadership style

H1: In a study examining employee perceptions, the autocratic leadership style is
related to higher managerial effectiveness.

HO: In a study examining employee perceptions, the autocratic leadership style is not
related to higher managerial effectiveness.

Hypothesis Testing 3 - Preferable Leadership Style

H1: In a study examining employee perceptions, leaders with democratic leadership
style characteristics are preferred over those with autocratic leadership style
characteristics.

HO: In a study examining employee perceptions, leaders with democratic leadership
style characteristics are not preferred over those with autocratic leadership style
characteristics.

3. Method
3.1. Participants

The sample size of this survey is 493. The participants worked in 65 different
branches in Cyprus, 42% of the branches were located in Nicosia, 24.7% in
Limassol, 15.1% in Larnaca, 9.6% in Paphos, and 8.6% in non-occupied area of
Famagusta. Of the 493 participants 308 were female and 185 of them were male and
the corresponding percentages are 62.5% and 37.5%. The participants are
categorized in four different groups according to age. The corresponding percentages
of these categories are: a) (0-29) 17.20%; b) (30-39) 37.65%; c¢) (40-49) 34.40%; and
d) (over 50) 10.75%. In addition, the years of employment of the respondents have
to be noted. The four following categories were identified: a) less than 5 years of
work experience 13.98%; b) 6 to 11 years work experience 19%; c) 11 to 20 years
work experience 34%; and d) more than 20 years work experience 19%.

The sample represents the pattern of actual distribution of employees within the
banking sector of Cyprus, with female workers being predominant. Participants were
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asked to assess the leadership styles used by their direct managers/supervisors as
well as some variables related to the effectiveness of the supervisors.

3.2. Instruments

The questionnaire we used is divided into two parts. The first part of the
questionnaire was for demographic details, while the second part measured the styles
of leadership (i.e. democratic and autocratic).

3.3. Leadership Measures

We used guantitative method and the data were collected through a guestionnaire
that contains multiple choice and scale questions. We followed Molero et al.’s (2007)
questionnaire in order to measure the leadership styles. Molero et al. (2007) used
five questions in order to measure the democratic style and four questions in order
to measure the autocratic style. The final reliability of Cronbach = 0.63 for autocratic
and Cronbach = 0.84 for democratic. The range of each variable (of the questions)
is between 1 and 5, where 1 = not at all, and 5 = almost always, as in the case of
Molero et al. (2007).

3.4. Validity

There will always be doubts about the extent to which the outcomes of a research are
valid and reliable. In order to assess the validity and credibility of the whole study
the following criteria should be considered:

o The branches and the participants are randomly selected:;

o Giving questionnaires to employees rather than to managers. In previous
studies, the employees were often asked to assess the leadership styles of their
managers in order to ensure the collection of more objective opinions;

. The questions considered the supervisor’s behavior;
o The questionnaire was successfully used by previous studies (Molero et al.,
2007).

3.5. Actual Leadership Style

A questionnaire with score from 1 to 5 is utilized in order to measure the leadership
styles. We used 9 variables in order to measure the styles of leadership. The first four
statements measure the autocratic leadership style and the next five measures the
democratic leadership style. The actual leadership style of the supervisor being
assessed, as perceived by employees, was evaluated on the basis of different aspects
that related to his/her behavior towards his/her subordinates.

The first four statements corresponded to the autocratic leadership style:
1. My manager directs the group in an austere way;
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2. All policies regarding group activities and procedures are determined by the
manager;

3. Activity steps and techniques are communicated by the manager;

4. The manager takes responsibility for assigning the activity tasks of and the
colleagues for each group member.

The next five statements were used to measure the democratic leadership style:

1. Policies are determined after group decision and discussion is encouraged
by the manager.

2. The manager endeavors to be a regular group member;

3. The manager passes information to the group members;

4. The manager encourages the choices made by group members;

5. Everyone is at liberty to work with whomever they choose to and the

division or responsibility is left up to the group members.

From the results (Appendix A) it can be concluded that the highest responses
correspond to the autocratic leadership style rather than to the democratic style. In
order to verify that the overall mean of the autocratic and democratic styles were
calculated. Using SPSS, the overall mean scores for the leadership styles (4 for the
autocratic and 5 for the democratic) were calculated. Descriptive analysis was used
in order to identify the overall mean for leadership styles. Specifically, the scores
were as follows:

o Autocratic leadership style (mean = 3.86; SD = .369);
o Democratic leadership style (mean = 3.03; SD = .470);

This shows that the respondents believe that their direct managers have a more
autocratic leadership style within the workplace. Comparing the overall mean scores,
it can be concluded that the style of direct managers is more autocratic rather than
democratic.

4. Results and Discussion

As already mentioned, the designed questionnaire was divided into two parts. The
first part was designed for demographic purposes. The second part was itself divided
into two parts. One part corresponds to the autocratic leadership style and the other
part corresponds to the democratic leadership style. Based on the data gathered, it
was shown that the value of the mean of the autocratic leadership style (mean = 3.86)
was greater than the value of democratic leadership style (mean = 3.03). Therefore,
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the most prevalent leadership style in the banking sector of Cyprus is the autocratic.
Nevertheless, importantly, when participants were asked regarding the effectiveness
of each leadership style it was shown that the democratic leadership style prevailed.
Specifically, the mean of the democratic leadership style is equal to 3.32, whereas
the mean of the autocratic leadership style is equal to 3.2.

From Hypothesis test 1, it can be concluded that of the 493 participants the 202
participants (44,5%) consider their direct managers as having democratic leadership
style characteristics and the mean was 3.32, therefore the null hypothesis is accepted
(greater than three).

From Hypothesis test 2, it can be concluded that of 493 participants the 291 (55.5%)
consider the direct managers as having autocratic leadership style characteristics,
and the mean response was 3.2, therefore the null hypothesis is accepted (greater
than three).

From Hypothesis test 3, based on the above results and findings, it is concluded that
bank employees in Cyprus prefer that their managers would use an autocratic
leadership style within the workplace; hence, the null hypothesis is rejected.
Specifically, the mean of autocratic leadership style is equal to 4.01, whereas the
mean of democratic leadership style is equal to 3.88.

Moreover, it has to be noted that there is a correlation between the different age
groups and the work experience of the participants and their opinions. It was found
that young participants with fewer years of work experience tend to be directed by
their managers in a strict way, while participants with substantial work experience
tend to be led in a more lenient manner. Therefore, we may argue that leaders in the
banking sector of Cyprus adjust their leadership style according to the age groups of
their subordinates.

The main goal of this investigation was to analyze and evaluate the leadership styles
in the banking sector of Cyprus. To do that we utilized Lewin et al.’s (1939) classic
study of leadership styles and followed Molero et al. (2007) on the design of the
questionnaire. To our knowledge, there is no previous study concerning the
leaderships styles in the banking sector in Cyprus, therefore this research fills an
important gap in the available literature. We concluded that in the banking sector of
Cyprus the autocratic leadership style prevails despite the fact that the respondents
considered the democratic leadership style as more effective. This means that in the
banking sector of Cyprus managers tend not to adopt the most effective leadership
style.

4.1, Limitations and Future Directions

We believe that future investigations might benefit from utilizing newer theories of
leadership styles such as the transformational and transactional leadership (Bass
1999). As is known, this is the current paradigm of leadership studies and has been
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extensively applied. However, again, there seems to be no such study available in
Cyprus.
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Appendix A
Questionnaire Results - Actual Leadership Style (as perceived by the employees)
N Minimum [Maximum |Mean SD
1.|My manager directs the group in an austere way 493 1 5 311 1.124
2.|All policies regarding group activities and procedures
are determined by the manager 493 8 5 4.08 27
3.|Activity steps and techniques are communicated by 493 3 5 422 520
the manager
4.|The manager takes responsibility for assigning the
activity tasks of and the colleagues for each group|493 3 5 4.04 .906
member
5.|Policies are determined after group decision and
discussion is encouraged by the manager 493 ! 5 3.24 1.019
6.|The manager endeavors to be a regular group member |493 1 5 3.36 1.056
7.|The manager passes information to the group 493 1 5 3.08 1177
members
8.|The manager encourages the choices made by group 493 1 5 298 1.046
members
9.|Everyone is at liberty to work with whomever they
choose to and the division or responsibility is left up {493 1 4 2.48 1.031
to the group members.

92



