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ABSTRACT

This study extends on personality literature byneixéng state level variation of the Big Five Perality

traits, per-capita GDP and population on US statdglet shortfalls. Through the lens of Wildavsky’s
Cultural Theory of Budgeting, this study analyz¢stes level Big Five personality characteristics and
their relationship to budgetary shortfalls. Sigeéfint relationships between per-capita GDP,
agreeableness, conscientiousness, neuroticism p@ness to new experience with state budget gaps
were observed. An interaction effect between camimusness and agreeableness was also observed.
This study links the aggregated individual persitypalf a state’s population to the outcomes opitdicy
making. Policy makers benefit from understanding tklationship between the personalities of their
constituencies and the nature of the policies #reyimplementing.
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1. INTRODUCTION failed initiatives and to prioritize the governmsnt
allocation of scarce resources, a review of hidbaeel
With governments still reeling from the effects of factors which influence fiscal conditions is needed
“The Great Recession”, fiscal survival has become One of these factors is the particular personality
increasingly challenging for state and local goweents. composition of the states which influences the
Municipalities are more at risk of catastrophic ged legislators, governors and their constituents’ pptions
shortfalls, having to resort to cuts in serviced &antic of what is important and how they interpret theaions
searches for new avenues for increasing taxesehsisv ~ they face. While much work has been done linking
seeking ways to skirt legal barriers to declaring personality to individual and organizational out@mna
bankruptcy (Eide, 2013). Such concern for goverrimen paucity of research has examined a relationshiywesst
fiscal management extends to state governmentsehs w state level personality traits and fiscal viabilit¥his
Many states have seen downgrades in their cretiigsgs  paper extends previous work on personality ande stat

due to budget problems or overall economic weaknessgovernment fiscal viability by examining its retatship
leading to increased borrowing costs and questbosit o the “Big Five” personality traits.

their ability to service debt.

Sharing his reasoning for closing guarantor pasgio 2. MODEL
in municipal bonds, which sent the bond market iato
major sell-off, Warren Buffet recently noted theging This study bases the relationship between perdgnali

urgency for remedying budget commitments made byand budget shortfalls on the “Cultural Theory of
past state and local government officials (Buff13). Budgeting” (Wildavsky, 1975). Wildavsky describes
Although it is important to identify both succedséund budgets as “hypotheses” made by government leaders
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about the future. Budget gaps reflect a dispémétyveen  characteristics were only instrumentally adoptedrither
the demands on a government and the capabilities t@ao win their leadership position, the repetitivesplay
fund these demands. Budgets themselves are refiacti  moves an individual towards deep level adoptiothese
of a society's values and interests. Budgets are ancharacteristics so that over time the individuatsitend

attempt to apportion limited resources across needsto see the characteristics as their own (Grandeg3p
necessarily requiring the taking of revenues frame

citizens and distributing them to others. Theraligays  2.1. State L evel Personality
a demand for more funding; there is never enough
money and the outcomes of the decisions are neilgr f
understood by the individuals making the allocation
This necessarily generates conflict, which is nestlby

the decisionmakers as to which destinations of the
resources lead to the most desirable events (Vildav 5146 component of these many characteristics which
1975). They also serve as signals to both consiiteé ke yp a personality are shared interpretive syste
of the leadership and potential candidates who are,wn as culture. Culture as a means of interpoetaor

competing for the leaders’ role as decision maker. “software of the mind” as Hofstede (2001) refersitto
According to the theory, budgeting is often the MoS esents groups of individuals both a platform for

important action that administrators perform. Budygg understanding stimuli, but also a shared foundatiith

|oiceally would mvolveta rat:jon;l procetss (?f pg'lmg'o(; which to communicate as well as coordinate action.
of Scarce resources towards the most vajuable fen In this respect, groups and societies have beemdfou

constituency. This involves both an evaluation loé t to share personality characteristics (Snetral., 2006).

merits of the goals, but also judgments of the itgtof These shared personality characteristics may tHeeasse

initiatives supporting these goals. These goals an T
judgments are influenced by the constituency whod]efaOI t(_) aggregate group level d'St'nCt'OnS an_d a_rla;a
give rise to different cultural practices and ingtons

selects and dismisses individuals according to twai _ L
they represent their interests and maintain theistt  WWhich further distinguish one group from anotheoi$tede
and McCrae, 2004). Personalities are trait-like. il8Vh

This alignment is facilitated by publicity, newsdan ™ : e &
opportunistic  behavior in competitors for the individual personality characteristics may vary hwit a

administrator's job. Politicians’ behavior is typlty ~ culture, an individual's personality may changestme
aligned with what their constituencies see as ntwma €xtent, but remain somewhat more stable as theorpers
behavior, even though it is easy to recall parsicehses ages, particularly after age 30 (Robettal., 2006).
to the contrary (Kahneman, 2011). Building upon earlier work in cross cultural
While rational decision making may be seen as thepersonality studies, Norman (1963) identified five
optimal means of allocating scarce resources throug dimensions of variation among fraternity acquainém
budgeting, the nature of the activity prevents fhisn from a set of descriptors culled from the English
fully emerging. The process of developing budgsts i language by Allport and Odbert (1936). Over thergea
complex, time is compressed and the administratorshis five factor constellation description of perabty
have limited rationality available for optimal dsein has been seen as a stable factor structure acrbsees,
making. As such “those who budget deal with their \yhijle individuals themselves vary in the levelseaich
overwhelming burdens by adopting heuristic aids 10 factor (Smithet al., 2006). The five factors include:
their calculations” (Wildavsky, 1975). extraversion, agreeableness, conscientiousness,

Eolitic_al leaders, in general tend to be refleciar neuroticism and openness to new experience.
their society (Hofstede, 2001), as such they ageted,

coopted or tolerated as leaders because of thei2.2. Extraversion

representation of characteristics their societ@d dear. Extraversion represents the extent to which
Some leaders may need to spend resources to skow thingividuals are assertive, active, energetic, talka
they meet or even exceed what they individuallydras  dominant and enthusiastic (Costa and McCrae, 1992).
valuable compared to their constituency’s expemtasti  person scoring highly on the Extraversion scale ldou
of what an office holder should have for this posit tend to be cheerful, seek excitement and stimuiadiad
(Geddes, 1994). Even if the beliefs or personality like people and large groups. Likewise, people isgor

Every individual possesses a unique process for
understanding and dealing with their world. These
enduring internal or psychological structures which
affect the way with which they interact with their
environment are often referred to as “personalitg”.
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low prefer to spend time alone and are seen to bemore likely to be composed of agreeable represeest

reserved, quiet and independent. making this balancing activity more difficult.
Extraversion has been linked to cooperative behavio .

(LePine and Van Dyne, 2001) and a general sociaIHypOtheS'S]-

vitality as a member of a constellation of positive  There is a positive relationship between statelleve

personality factors (Robertet al., 2006). As an  agreeableness and the size of state budget gaps.
aggregate level personality factor, extraversios heen

associated with socially negative outcomes such ag?-4. Conscientiousness
divorce rates, corruption and crime (Hofstede, 208% Conscientiousness is a personality dimension
extraverts may tend to focps on self at.th.e expenise indicating a person’s degree of persistence, hastkw
others (Hofstede, 2001). Given the conflicting \88@n  ganization and motivation in the pursuit of goal
extraversion, no effect is hypothesized for a fefship  5ccomplishment. Conscientiousness is an indicdtano
between extraversion and state budget gaps. individual's voliton or his/her ability to work hd
2.3. Agreeableness (Barrick and Mount, 1991). Initial examination dfet
conscientiousness to crime connection led to tbey af
Agreeableness characterizes one’s interpersonah relationship between conscientiousness and lawful
orientation. This is seen as being more trusting, behavior. Collins and Schmidt (1993) explained the
forgiving, caring, altruistic and gullible. A high relationship as a linkage between conscientiousaeds
agreeableness individual represents someone whes/al the construct of integrity, which lead individuadsavoid
cooperativeness and positive interpersonal relshis. criminal behavior. Recent work on conscientiousness
Low Agreeableness individuals can be characteramd suggests deeper domains within the construct imvglv
manipulative, self-centered and ruthless (Costa ancorderliness and self-control (Robert al., 2005).
McCrae, 1992). In a group context, agreeablenesbéen  Legislators, serving a constituency which is owent
observed to avoid conflict by giving others higher towards orderliness and self-control, while thewesel
performance ratings despite conflicting evidencayfRond ~ t€nding to possess such traits would tend to seigeiu
and Sharples, 2012). Likewise, when others violaies or ~ ISSUES as an issue of restraint and planning.
expectations, those with higher levels of agreemiste tend Hypothesis 2
to forgive the transgressions more than those iwitver
levels of agreeableness (Steidggal., 2012).
While these tendencies tend to provide bettermrou
relations, which may lead to more functional bebavi 25 Neuroticism
towards group goals such as found in legislative o - )
activities (Milamet al., 2009), agreeableness may make ~ Neuroticism represents a person’s capability taistd]
an administrator more reluctant to challenge faulty @S Well as their emotional stability. A person high
proposals. While the ideal of group decision makatp Neuroticism te_r!ds to experience emotions _|nclud|ng
generate higher quality decisions, groups possg$sih anxiety, hostility, depresspn, self-consciousness,
degrees of cohesiveness often experience an m]ﬂatelmpulsweness and vullnerablllty (Costa and 'V'C(?f?‘e’
sense of optimism when faced with obvious dangeds a 1992). Some explanation for the cause of neuroiicis
often take extraordinary risks while failing to pesd to has pointed towards 2 hyp(_ar sensitivity to negative
. .~ . outcomes. Gray explained this sensitivity as thesel
clear warnings of danger (Scharff, 2005). Questigni

g . . . ) cognitive linkage between negative stimuli as sigmd
opinions, assumptions or offering alternative chaisks punishment (Gray, 1991). High neuroticism indivitua

generating conflict (Wildavsky, 1975). o displayed more negative emotions to stressful event
While the act of government budgeting involves (Bolger and Zuckerman, 1995). While this added
disbursing resources towards valuable initiatiwelsich sensitivity to negative events may serve to focus
would be consonant with the disposition of an imtlial  attention to fiscal problems in both the legislatas well
high in agreeableness, a balanced budget requiees t as the state constituencies, the effect of impeisgs
capture of resources from others. This conflicteyating and self-control leads to a competing view that
activity is particularly unwanted in an agreeable neuroticism leads to an inability to address fiscal
individual. In a state where the general tendenty o shortfalls in advance and effectively. No relatiuipsis
individuals is to be more agreeable, the legistatir  expected between neuroticism and state budget gaps.

There is a negative relationship between the state
level conscientiousness and state budget gaps.
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2.6. Opennessto New Experience agreeableness, where highly agreeable individugls,

) low in conscientiousness, showed a higher level of
~ Openness to new experience assesses ON€'§nger. Conscientiousness qualified the moderating
experiences and explore novel ideas. A person &igh  (Jensen-Campbeét al., 2007).
openness tends to be creative, innovative, imayieat In the context of state legislative activity,
reflective and untraditional. Conversely, low opess  conscientiousness will be more effective in resvi
tends to be conventional and narrow in interestspudgetary issues where high agreeableness affboms t
(Costa and McCrae, 1992). Some relationships withcapability to focus on cooperative behavior betwten
openness have been noted with respect to fiscaésss competing interests for state resources and their
at the individual level. respective representatives. Conversely, low

Kosek (1995) in a study of pro-social behavior fdun agreeableness may impede cooperation towards budget
a positive relationship between openness to neWmanagement and the tradeoffs required of the
experience and personal sense of fiscal respatsitil  participants serve as vulnerabilities, reducing abéity

others. More recent discussions of potential higirder for participants to make concessions for the laggels.
factors from the Big Five suggest two main factors of

which is usually based heavily on the opennessetw n Hypothesis4

experience factor of the Big Five (Vecchiatel., 2011). There will be an interaction effect between
_Digman (1997) proposes two factors underlying the agreeableness and conscientiousness relating te sta

Big Five which he coined the “Alpha” and the “Beta budget gap such that as there is an increase in

Alpha is related to the shared variance of neusstic  ,greeableness, there will be an increasingly negati
conscientiousness and agreeableness. The Betaad ba relationship between conscientiousness and state

on openness to new experience and extraversionbudget gap.
DeYoung (2006) has since developed a refinement,

naming the two factors Stability and Plasticityg@ng 3. METHOD
that Stability is related to promoting constancyd an
plasticity is related to exploration. Per capita GDP was calculated using population

In the context of legislation and budget management cqunts and reported state GDP’s (USCB, 2012).
a propensity towards change, exploration and agocu ypjjateral executive authority has been implicaied
on individual level fiscal responsibility would jnterference in state legislature budgetary foriioiea
displace strategies focusing on making existing where governors co-opted the process for short term
activities more efficient and exploiting currente#s. electoral gains (Krause and Melusky, 2012). To s&pa
Decision makers would be more attracted to untestedgacts for effects of previous budgetary influesicthe

traljstf_ormatlonal agte_nqtgst_ rathgr dthatn L?Cr?memalprevious year’s (2010) budget was also used asiaotp
varia |onst.on (iurrej[_n 'tlm a “ﬁsb uI get cu m%Mgf to separate legacy effects of the recession on the
an operational activity wou e less an option for subsequent budgets.

those with high openness to new experience. Data for the Big Five personality variables were
Hypothesis 3 obtained from Rentfrowet al. (2008) survey results.
Their survey consists of an online questionnaire
administered to respondent volunteers. Completa dat
were received from 619,397 respondents over thieger
2.7.  Interaction between Agreeableness and between December 1999 and January 2005. While
Conscientiousness convenience sampling such as this risks failure in
Recent work with the factors agreeableness andcaptu_rlng a representatn_/e sample of the population
conscientiousness have suggested unique interactionquesn.on’ the repre_sentanveness of the sample e‘nm:h
with the two constructs. Milarat al. (2009) identified a sta_te in the U.S. with reSP_eCt to the U.S. CensueaBJ_s
pro social work behavior in those possessing bagh h estlmat_es of the population of each state was thjirec
conscientiousness as well as high agreeablenessnRe Proportional (r = 0.98). In general, the survey chad the
work in self-control and behavior regulation found  U.S. population at large (Rentfraatval., 2008). The survey
unexpected  relationship  between anger andquestionnaire used the BFI's 44 short statemersis)uied

Openness to new experience will be positively eglat
to state budget gap.
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to assess the prototypical traits of each of the Factor  serve as a comparison for seeing the added variance
Model dimensions (John and Srivastava, 1999). prediction of the personality variables in the moddis
State budget gaps were taken from the Center oryielded an adjusted R square of 0.413 (p<0.001). Pe
Budget and Policy Priorities, based on the gaps$ tha Capita GDP, state population did not yield sigrifice
the states faced at the close of the previous Ifisear in the testing (p>0.10), while previous state years
(Oliff et al., 2012). Thirty-one states complete their budget gap showed a significant relationships to
fiscal year on July 1st. The remaining 19 budgegi ga succeeding years’ budget gap (p<0.001).
percentages were based on the assumptions uskeed int To see if there is a significant improvement in
states’ 2013 budget plans. The dependent varigbleei ~ explanatory power by including the five personality
three year average of the budget gap percentag#eof factors, a second regression including the Big Five
states’ general fund. The three years averaged 2¢re  Personality variables was performed, yielding an R
through 2013 as being the most recent and relgtitable ~ Square of 0.539, a difference of 0.091. This fgilto

with respect to policy and economic changes. show significance at the 0.10 level (p = 0.166)r Pe
capita GDP and population failed to show signifiman
4. DATA ANALYSISAND RESULTS As hypothesized, a significant relationships betwstate

budget gap and agreeableness with a standarditaadbe
0.361 emerged, significant at the p<0.05 (p = 0.02be
extraversion variable showed no significant refestop
with state budget gaps (p = 0.562), as expected.

Data for the personality variables were normalized.
descriptive statistical analysis was performedhendata,
revealing strong skew and kurtosis values for the Supporting hypothesis 3 the variable

variables of 2011-2013 Budget Gaps (1.141, 2.75) a conscientiousness showed a negative relationship wi

Agreeableness (-1.694, 6.030). Agreeableness was : ; -
square transformed. Both the 2011-13 Budget gapgtgfs?Udgzte%?gﬁéi\évrﬁhVeasstar?gtag'Zneigcl;ii? O?é'lg?;
variable and the 2010 Budget Gap were converted to_; ' 9 Y

e ordr.Given the smal sampiesize (= Sae o 20% S0 0.7 0270, 0= Sperer, Ty
risk of one outlier influencing the generalizalyilaf the reIF;ted to s?até) budaet gans withpa standardimﬁiz}
findings of this analysis, the decision was made to get gaps,

convert the state data into ordinal values to miménthe 0.291, significant at the p<0.05 level (p = 0.032).

influence of strong outliers while preserving tretadas . A t.h'rd regression was perform_ed,_ adding - an
; ; interaction term consisting of conscientiousnessl an
the entire population (Kenney, 1987).

The correlations show relationship patterns betweenagreeableness to the full model, yielding an R sgod

T ; : : . 0.629. This led to a change of 0.089, showing a
the personality dimensions as previous studiesguiia e '
Big 5 Inventory (Barrick and Mount, 1991). One significance at the 0.01 level (p = 0.003), sugggsthat
variable. neuroticism. does not show the negativeWith the interaction term between conscientiousrzash
correlation with conscientiousness and the positive@dreeableness, the personality model explains a
relationship with agreeableness and openness faund Significant portion of variance in levels of stdtadget
other studies, as shownTable 1. shortfalls. As with the previous analysis, the axérsion

A first regression was performed using the controls ~ term failed to show any significance (9.873).

Table 1. Descriptive statistics and correlations for alliahles

Correlation
Variable M SD 1 2 3 4 5 6 7 8
1 2011-13 Bdgt Gap
2 2010 Budget Gap 0.629**
3 Private GDP 1.68E+05 3.06E+05 0.366** 0.293*
4 Population 2010 5.93E+06 6.53E+06 0.372** 0.268*%982**
5 Extraversion -0.086 -0.213 0.004 0.028
6  Agreeableness 0.088 -0.132 0.003 0.063 0.483*
7 Conscientiousness 0.004 -0.109 0.093 0.169 ©:392.629**
8 Neuroticism -0.079 -0.017 0.098 0.094 -0.160 .168 -0.267
9 Openness 0.322* 0.262+ 0.313* 0.291* -0.3249.350* 0.006 0.093
Note. All tests are two tailed. N = 50

117



William Provaznik/ American Journal of EconomicglaBusiness Administration 6 (3): 113-121, 2014

Table 2. Coefficientd

Unstandardized coefficients Standardized coeffits

Model B Std. Error  Beta t Sig.

1 (Constant) 7.252 3.518 2.061 0.045
State per Capita GDP -2.35E-05 0.000 -0.483 -0.821 0.416
State Population 1.58E-06 0.000 0.689 1.181 0.244
Previous Budget Gap 0.586 0.114 0.586 5.139 0.000

2 (Constant) -5.692 6.874 -0.828 0.412
State per Capita GDP -2.94E-05 0.000 -0.606 -0.967 0.339
State Population 1.76E-06 0.000 0.773 1.231 0.225
Previous Budget Gap 0.543 0.077 0.543 4.737 0.000
Extraversion 0.303 1.882 0.02 0.161 0.873
Agreeableness 0.731 0.315 0.361 2.318 0.025
Conscientiousness -4.17 2.346 -0.28 -1.777 0.083
Neuroticism -1.822 1.659 -0.122 -1.098 0.278
Openness to New Experience 4.319 1.937 0.291 2.230 0.031

3 (Constant) -0.456 6.466 -0.071 0.944
State per Capita GDP -3.80E-05 0.000 -0.783 -1.369 0.179
State Population 2.13E-06 0.000 0.938 1.637 0.109
Previous Budget Gap 0.595 0.105 0.595 5.640 0.000
Extraversion 0.475 1.711 0.032 0.278 0.783
Agreeableness 0.523 0.294 0.259 1.780 0.083
Conscientiousness 5.622 3.779 0.378 1.488 0.145
Neuroticism -3.078 1.560 -0.207 -1.973 0.055
Openness to Experience 2.837 1.823 0.191 1.557 1270.
A_C interaction -0.574 0.183 -0.708 -3.138 0.003

a. Dependent Variable: AvgBudgetgap11l 13

The agreeableness term maintained a positivethere is a relationship between regional-level geatty
relationship with state budget gaps, with a and government activities. The results of this wtud
standardized beta of 0.259, significant at the p80. suggest that there is a multichannel process where
level (p = 0.083). This fully supports hypothesis 1 personality affects behaviour, which leads to slatel
Conscientiousness did not maintain significancenn  effects. This aggregated personality affects the
third regression (p = 0.145), with a standardizetab representation of characteristics geographicallyhe T
of 1.488, leaving hypothesis 2 with only partial hypotheses offered for this study suggest direfetces
support from the model omitting the interactionmer ~ between personality and state budgetary outcomss, b
Neuroticism did show a negative relationship tdaesta Personality is also instrumental in the creation of
budget gaps with a standardized beta of -0.207,institutions, which also affect behaviour. These
significant at the p<0.10 level (p = 0.055). Opeswmep ~ INStitutions shape social norms that have arisem fr
new experience failed significance at the p<0.1@li¢p these personality characteristics and perpetuatseth

= 0.127), leaving only partial support for hypotises cognitive features in a population.

The interaction term consisting of agreeableness an 1 hiS process was examined by Rentfreial. (2008)
conscientiousness suggests a negative relationshif? their Theory of the Emergence of Geographic
between agreeableness, conscientiousness and staersistence of Personality Traits. Our study has
budget gaps. As agreeableness increases the mekifio examined one avenue fror_n which the |nst|tut|c_>n_s _may
between conscientiousness and state budget gap fffected by personality traits, the budget makiogvity

increasingly negative (p = 0.003), with a standeedi Of governments. At an individual level,
beta of -0.708Table 2). conscientiousness is associated with self-control,
persistence and goal orientations (Robettal., 2006).
6. DISCUSSION AND CONCLUSION Groups and populations consisting of high consmest

individuals may be more in line with setting and
A key motivation of this paper was to examine if maintaining budgetary discretion, but the influerafe
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agreeableness and the interaction effect withshortfalls (Dometrius and Wright, 2010).
conscientiousness points towards an effect wheed go One limitation of this study is the small sampitees
orientations rely on a level of consensus to aehiev While this study is the entire population of U.$atss,
needed outcomes in order to have an effect. many states are relatively large and consist dlcaily
Much as Michel's famous marshmallows study, diverse, yet stable populations. Breaking the stati®o
higher conscientious populations may be able terdef sub-regions would provide a finer grained examanati
gratification for even an uncertain future pay dthere of the personality to legislation relationship. 3l turn
may be an implicit understanding among the decisionmay provide a clearer empirical testing. Furthedsts
makers that this is an important goal and as dtrese may also incorporate governor personality as an
able to manage to avoid budget gaps with more sscce intervening variable. This could be done using aadh
than population possessing lower conscientiousnessgovernor State of the State addresses (Rubestzalr,
Agreeableness shows a positive relationship with2000), extending on the personality theory propdsgd
budgetary gaps, but only to the extent that itratts with Rentfrowet al. (2008). This would clarify the process in
conscientiousness,  suggesting that  agreeablenesshich personality manifests itself from the popiaatto
facilitates  cooperation towards particular goals. the institutions that both reflect and shape aom@gi
Conscientiousness may serve as a direction forgibes personality characteristics.
attainment, so agreeably-conscientiousness popusati
seem to be more focused on budget issues and ilere a 7. REFERENCES
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