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1387 Samsung /111 Tanvesginvewaa lagldlimslszmaunaanmssnms

AL A (% ¢ A o v 9 1 A v
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| [ % o Y d‘ Id wAa 1% v < ) a a
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]
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1Y Ay lll A « . ” A % [ v -
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“D . 9 Y] cl (%4 v A lrly.
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v o d‘ Q‘ &J dl =~ w 1 L \
Wunisdnilesauesninmsuisduniinay mszlsinswanniminui
2IAN1IVBAIBYUUINTNIVDINTUNIVY FamnTnswannluszaun awn
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GRITGN

13N Toyoda Automatic Looming N13N5309910 Mr.Sakichi Toyoda

El

§ ] U v U 1 w § U 4’ ¥ a
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uuIAn¥e TPS W30 Toyota Production System 91 awasmIWnsndnves
Toyota HdunuilisuiisuanuTENInsudNeduq ag1eliy ey lu
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VUZIRINUA 1WNT0 FIBUANNANNINANT 49 TD Power U3ENN1SN1N
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31 wlaluGeantammeiiay uazlinnuigsweneut ue (Super
Nichists & Perseverance) 210n15ANYINUIN A3NBIANTHANY 1150
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snaomananniiufihlugsnenausifiugsnvegld awiuesdnisging
youlszmelng Tesliany ayiumajaiwanesdanuiluGEesfinues
Hanuatiamwizizes emlWosdmslianudoimymmziiauine 1150
Wann Tumldianuiiey wnsoney ueenNNABIN1TVeIgni lded1ea
nnsonannma luladuasnannuailva
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MIYIUURAIAINA1IzINIRoIANIT 1WTae1BUzdaIINANIN

]
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I 4 < v KR o = [ r'd
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AADIAININAI YINATMIWANNLNANWT ALY 9IAMTVUNAEADID 110
warnnaealuiavuld lunmsmvuaulsunslunisuavy Fadoalniswann
nagnslagmwizluns Segamuvesauealisanuiluniuivesnaiauas
gnf1 Harmon (1996) TWanumiuluiGesiidn uenainazajs ulawaunlun
a 1 a 1% :S' o o (% ¢ v a v . o .
umla “umvitlaudy eafnsdes 338 $1953Na MU (Reinventing Business)
aasanmlagnliany agynunszuIumMslumswann (Process Improve-

ment) malulad (Technology) wazau (People)
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o a =
uazﬂﬁmtyuﬁmgmwam N

NP NYYT M Y™

TGREE)

3 “pviel (Vision) uaznagnt (Strategy) TUnIussgnumig
figagulumswanniasugiauas “sanvesdszmelng arsweslllna
fathmnemaiiuyamdemnlfiaaumdnlasdiiles vie Triple
Bottom Line 1 (TBL) §aN5UAA%¥0UNIN 9AY ¥i30 Corporate
Social Responsibility (CSR) fio 1. liiflsaifsunasuysssumna
“anadon (Environment) 2. lidisadiou uazﬁuﬂ “3a1 (Social)
uaz 3. ﬁmsﬁwf‘i’n@uaﬁ%mﬁﬁﬁw?aﬁﬁiﬁmﬁma (Good Governance)
AUANUNITNYTs Y ATHgRaweties (Sufficiency Economy)
AnsanlFifuaioma oy (Test) gNTITA Asfud1e
111161?’Lﬁ0Lﬁnﬁ’ﬂﬂmwmﬁmiﬂ‘]’u (Competitiveness) HazHaANNIN

(Productivity)
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(Zero Growth) uazuﬁﬂﬁ'ﬁﬂqﬂmﬁtﬁmamﬁfﬁuﬂ W.A. 2540 (A.A. 1997) ﬁ
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wazduile SafinmsnrugumsliTwdeves antiumsRunazinssuin
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ANy wsalumsuisiutazegIuAUAULEmeaI 9 Amdawannsameh
dolldmeld aruzanuldsuulas Faimaeiydvlavesdszmelussuy
wsngialafammnly wnsedsudaedlddremsdingss " ninnwse

[ a N a a 1 a =
U5u1l5amdanw (Productivity Improvement) Tun1swan " ufuas1uin13%an

30

30 $ 10/6/07, 1:05 PM

I8N 2 wasnnd 2550

[T [T ||



) IEEEESNTT T 1 ] e

Nida02

I8N 2 wausnnd 2550

[T [T ||

NIDA BUSINESS JOURNAL
215 15 USAISSSAD U
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] ]
v A v

Y3008 1AIledlay 150 daunoldiia nzanuaanaylidiuiuea
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Unanntfayrvil usmadszmanazdaitu 1sesialszma aaenrunsm
dlssmaiinugadndis mashmanueiadulaniugmaiiundanu
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1. Wideadou uasﬁuvjﬁiiuma'sm’mﬁau (Environment; E)

2. "lmﬁﬂmﬁﬂuu,azﬁmj 3w (Social; S)

3. e PayasiumaAsEgAamImsuguaiamsia viesTsnAma

(Good Governance; G)

Wil MaussgANY 1ENN 3 du fie M3 ayadwazmaiuya 1l
aaoanmlagsaiioanunefa Wealth Maximization® 1Wiea uafily Profit
Maximization ¥3emsfisasimsaiapfvlavesidsugia GDP i _aifieq
pg1fen eannmlslumaiFernlidudiunu (Proxy) fidlunsu aq
yamANUIUAIUDIAINMST N3N U TInBeTEuLIATHgRY UssmanAfiniae
iieannifym® szuutiyd (Accounting Problem) mslifiansanlen i
vouiuld (Prospect) milwina gy silszlomiludnrans q du mslisils
wazlindmsanu saieadns (Risk) MldiRasssuamohuhaely
p11AA M3 INTTzUUNT o Wﬁﬁ’ayaﬁﬁmtaziﬂiai (Communication) ag
m3hifinsanGeadunuiiini@n (Additional Capital) fudu udnagns
(Strategy) #azUAAN3ANY WNI0UBININTT (Capabilities) SARIIRNNg
Fanmdunu uazldi3unu (Finance) five Sayadianuianald qﬂﬁ?u
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*Stern, J.M. Stewart, G.B. and Chew, D.tt. (2001) The EVA Financial Management System

in the New Corporate Finance, N.Y.: McGrawhill/Irwin, EVA = Adjusted Invested Capital

X (Adjusted return on Capital-WACC) Where WACC = Weighted Average Cost of Capital

4'Stern, J.M. Stewart, G.B. and Chew, D.tt. (2001) The EVA Financial Management System

in the New Corporate Finance, N.Y.: McGrawhill/Irwin, EVA = Adjusted Invested Capital

X (Adjusted return on Capital-WACC) Where WACC = Weighted Average Cost of Capital

*Glen Arnold, The Handbook of CORPORATE FINANCE, FT Prentice Hall, Financial/

Times Pearson Education Limited, 2005

“Ditto

"33y BAI03 W YT, UsHuATHgAINOWNEY, B0 15U3TNBUMIUIINGNGN AT 011U

%mmwmﬂnu 1aN. 3) N.f. 2549

*Prahalad, C.K. and Michael E.Porter, Harvard Business School Review on Corporate
@ Social Responsibility, Boston: Harvard Business School Press, 2003

“Kaplan, Robert S. and Norton, David P., The Strategy-Focused Organization : How

Balanced Scorecard Companies Thrive into the New Business Environment. Massachusetts

. Harvard Business School Press, 2001

"*Michel Crouhy, Dan Galai, Robert Mark. The Essentials of Risk Management, McGraw-

Hill. 2006

VIFMIUNIY

UBAN NYBT ™ YT, fifinundufansauiio 9au “Hungiaside
ANNTURATOUGED aAN” (Corporate Social Responsibility), ton 13
aanavannsndurialszmelng, 2549

Apgar, David, Risk Intelligence Learning to Manage What We don’t
Know, The United State of America : Harvard Business School

Press Boston, Massachuseets, 2006.
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Brown Melissa, Taking Stock : Adding Sustainability Variables to
Asian Sectoral Analysis, 2006.

Hiemstra, Glen,Turning the Future into Revenue, The United State of
America : John Wiley & Sons, Inc., 2006.

Savitz, Andrew W. and Weber, Karl. The Triple Bottom Line: How
Today’s Best-Run Companies are Achieving Economics, Social
and Environmental Success-and How You Can Too. San

Francisco: Jossey-bass Publishing, 2006.

M3 19

Developing Value, The Business Case for Sustainability in Emerging
Markets, International Finance Corporation, and Ethos Institute.

Financial Markets Sustainability : Case Studies-Wind Power Plant/Small
Hydropower, Czech Republic

Financial Markets Sustainability Market Brief, Carbon Finance in Emerging
Markets, International Finance Corporation.

IFC Sustainability Report 2005, International Finance Corporation.

Japan Bank for International Cooperation Environmental and Social
Activities Report 2005.

Japan SRI Equity, AIG Global Investment Group, 2006 “Who Cares
Wins”: One Year on, A Review of the Integration of Environmental,
Social and Governance Value Drivers in Asset Management,
Financial Research and Investment Processes, International Finance

Corporation.
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pS = seaunmluaiszme (Foreign price level)
p, = seauTmlulszmea (Domestic CPI price level)
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o
v v

gj &’ Vv v = ~ v A A . [

aauugl aRIINULIURENUBRT AN AsUNWiI3eFIl lag time oy
WMNU s periods wszlasdndudrdaaumaasygiavsliualodied g
ﬁ' =) tﬁ' [ d! U | v v a
detimadsuulasvesszabnm aum B wflumiaanuseulmveananan
wasrusemadasundasvesannuanasunuiaie (Gottfries, 2002)
UBNANUU A1 y i aedanueeulmveINandaNIaTINAREATIADNITY
d' ¥ Aa %4 . 1 [ . 14! < (%4
NWia39a19 lag time WiNNU s periods (Bergvall, 2005) Guiudiunuvos
ulow1enstu

A1 T Az ANDINANTENUVBIANNNUAINIUlEENITAa B1uleune

v A ] [ a o 1% = v ] <
nsaaatinnudanguuaziilud szun azhld T lid1les ed1elsfiau
anwdarguuazanuiiud szvesulovrenmisnddluanuiuaiodu dnli
a é} \ o g.ll o é’ T w o =)
HavuemznaveaulsusmMInaIuugruegnuIzsznallumnn  uly
Tuulguie MsldDganUNIIAITIes taziladedu q dANIA AIUUNUIIY
NENNDINANTENUVDIAIFI18U0955U10 (Government expenditure)

@1 umase i
=T, T nzg (3)

g, AealFiguessguna (Government Spending) uaz 1)< fio vector
vearulsau q Milnansznudeulotiensada (Wu madensm uazulong
VOIUADZITUIA) «T;qﬁ’jwmﬁéu’mgiuu wudAguudud szanuleunenistu
um T asdaanuseuinivesdldiisvessuiademsidsuulatves
szumandavenlszma waslumsfininilding suAgnlinlemenmsad
i]smﬁauﬁ’uiunnizwé'mwuamﬂ?{ﬂuﬂjméﬁamawinq viseonananldine 7

[

fluamsdsuamlagonluifuosulounamnad

v

lman 2 osuneaalsniany “unwusaeoanuanalasu

ex, =byy, * b,y +bym+bsp+b,i+e, (4)
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YAT (4) u aanaifadedia g Nwansznudesnswanlasulneuin
WMounuRuaoaals wiga () doud (£) uaziou (¥) $9ifa9@199 Uu
Uszneuhldheneldludszma (v) Meldaalszma () Wnusuludszma
(m,) oanduelulszma ( p,) wazaenidelulszmea ()

v

aua

U

~

nidsvilldlivoyadludiay SauuunAend (Secondary data) Tugil
03 logarithm aauddl a.et. 1980 lasun 1 8afl A 2005 lann 4 Yoya
Mertunanaan1ay (GDP) szaummmelulszme (CPI price level)
saswanlasy uazdnsmaenide lamununnnen suazSulsduea
YUBNUAI Y Ao SIATualsemalng  invUAMENITUATAITWALN
IATHINIUVITIA Az INNUATILATHININITA "msﬁ’mgmﬁmﬁwawﬁﬂ
YIaIvLazTzauAveIaalszmaldsiusinen IMP’s International

@ Financial Statistics CD-ROM @
Ty wmsi (1) sanuanwlaou (e) wazdsanuanndsufinin (rex,)

Iagneurnliegluglvesasii (Exchange rate index) Tagldnaiiunag

[
° v v

= PN oA A A g Vo
ntinvesdaswanlasuduuimaeldu nadundulszmeagai s Uszmer
é 1 2 \ 14 1 v =~
FansounquIINNINTosas 50 veayammamazninlszmeveslne wwRed
nuszaunmealszma (p*) ldgnannulieglugivesasii (Foreign price

index) MITNMTATINY

3NNV YMATHANIANY

v

ApuNIznsizuiammniwasiy lamaiana suanuilu

=1

stationary Uoatoyaudasdl iesnindoyaildddnyuzilunelasn

Fissondifasouunliy lunsanuaiilldisnisma oy Unit Root Tag
1% Augmented Dickey-Fuller (ADF) test (Said and Dickey, 1984) #19
Naﬁhﬂﬁzﬂvuﬁ 1 (First difference) wan1ina auul mcluminﬁl 1 é?;q qﬂ
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1635 wnsodfe i wnAguidaulsilu nonstationary lanusauls

o o A

NNAINTZAUANNITONY 5%

@519 1 1t A3A1 ADF Test Statistic

Uszmet ex, m, i, Y, P,

Tng -4.073%% | -4.693%** | -7.125%** | -2.673

iﬁﬂu =7.149%*%* | -4.860*** | -5.780*** | -4.895*** | -4.296**

9INOY -3.811%F | -4.615%** | -3.836** | -5.137*** | -3.450*
NITOINTN | -9.010%** | -4.712%** | -3.945** | -1.834 ~4.440%*

**+* Critical value at 1% level, ** Critical value at 5% level, * Critical value at 10% level

Vusoun aaldmmstsznammnimesly ums (4) onneuFa “u

Tagldiimsmads esioon @ (Ordinary Least Squares (OLS) Method)

. A v A
@% gazansznamsldn aalumsan 2 @%
M3N 2 1 sl umssanuanasuserinenm /ey 1nAlous
uazuIN/Avaas
e, b, b, b, b, b, R

UIN/100 LYU| 0.3775 -0.4525 -0.774 0.5148 -0.0970 0.6062

(2.418) | (-4.010) | (-3.305) | (2.414) | (-2.798)

vn/deud 0.1756 -0.4582 | -0.5975 | 0.7687 -0.883 0.7374

(1.927) | (-3.058) | (-3.162) | (4.007) | (-3.196)

“]J']‘ﬂ/ﬂi’)ﬁﬁ"lg -0.0472 | -0.5638 | -0.9001 0.6612 -0.0159 0.9533

(-1.097) | (-4.611) |(-14.153)| (2.597) | (-1.170)

g : lusduden t-stat
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NEUDINITIN UN1TIFI0AN08VRI0AITILantlasy UIN/100 oY
vmn/doud vm/aeams M t-stat vesdulaiounnaidiie Ayme @
NANVFBNUIZAY 95% uazinToInNIeninAINsd szuugndosmuvan
nguimaassgm a3 enciuly umseenuanwasuluumasaeaasna
o A £ v o o ~ A A a o =~
sz “ninthaulsneldmoludsemaiiniesnneiia ldoninvanngug

' ' A A TANAa A Y =
wazen t-stat i el 5 wuAguneldliigniwadesanuanulasu
ue R v0and 3 wnmsu aaliifiuindinsd senavuaiidniwadesan

= PN 4 PN P 4 o w
wanuasu 60 Wosiud 73 nlosiFud uaz 95 o Hud aua1aL

A dannanu glldin unsdanuanasuaz wnsold
Tumisymsasuannlasusiaesuuuassdlldalusianainiuail a.a. 1980

=
lasin 4 891l a.d. 1997 lasan 3

= = ' v oA = a v oA o d‘ o
31]‘" 1 L“Lﬁ“lt’mmEl‘lJﬁS‘H?NWlﬂmﬁﬂLmﬂlﬂﬁﬂu%iﬂuasﬂ%’uﬂﬂﬁlmﬂLﬂﬁﬂuﬁ]mﬂﬂ

5.6

5.2

4.8

4.4-

4.0

3.6+

3.2

2.8

T T T T T T T T T T T T T T T T T T T T T T 17
80 82 84 86 88 90 92 94 96 98 00 02 04

—— SIMULATED_E ——E
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athuhsanuannldsuiasdhlinnasanuanudsufiniviasias
AN WANT (2) uaTAMUIUAKNAKNAANIATINIIABI L WP (1) CREITE
lag vossanuanuwasuiiuivie whdb 4 lasan  idlesnnidleshnuannlasu
finfisaldsuudaslie: awanssnudenandamnanulunaidszne 1 1
uf lag veadumlssanaenideiiuieiniuedi 4 lasn  awaniAseves
snmsuralsemalng ulenenstues awaluszoznailszanm 4-8 lasin
wazeuls ae (y,,) 4 sadanansznuvesulstngmsnaisoNananuIaTIY
dusdldnanlszinm 2 lasn 3alde lag iy 2

o

NavaaNslszna Wilse ™ns wms (1) Tdaail

y,= 0.027rex,, - 1.127r,, + 0.532y,, + u
(5.636) (-2.059) (4.545)
R* = 0.859

HAMII UNT0ADBEMAY oatleeh Aues ums (1) ldm B whnu
0.027 1 aIdImardaNIaTINiinNBoulnIdenITldsunlasvesdns

a A Y a v I A v Aa 1 [l & =
wanuldsunwivinios onvdluwamnnniuiasad lugisnainualla.a. 1980
B4 1907 dszmelnyldldoanuannldsuwuasimildnisn dsumlaswesdnn
wanuldsunuiasaiuluiinansznudenandauravuninmzinaau
manoanuanwasuszhinjdouulag

wndmes y if1 -1.127 1 aviwandaawlauianuseulnide
sanaenibenuiasg_ann nanldimnluged a.e. 1980 Ha 1997 Tating
o (4 A v o 1 a = a A
ldszuudnsuannldsunuvassdrfnazinliulouisnsiuilsz " ninwm 3
4 g A v ¢ a & s °
Fuuna@alszany U YUNQURWUPIUMUATHTA ATAIVULUTIA0Y
o 4 N
Vuaad-tlauia

T AMENNY 0.532 11 AIDINANTZNLYDIANNNUAINIUTELIEN1TAA

A - ' & a v v A ' d'
'NNﬂ')anJﬂuntlﬁﬁiLﬂua JTUINATHUD uuy§1ulu Dumnsuaﬂmﬂa
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PMNUUILMSIYTIUINIVNANEANIATIVTEHINNAIDIINLUAID18D9

MyANTBUNIAITIU (Standard deviation) A1319N 3 tazdipyaaNni v

3 2

= < = & A
1IN 3 U ﬂ\?ﬂ’)’]llnuﬂ\ﬂﬂﬂﬂ'.]'u\llﬁJfJ\‘ll'lJull']ﬂii’lulﬂulﬂﬂil“ﬁu@l

I8N 2 wasnnd 2550

Yoyavsa Yoyadnaey | Simulated/Actual
(Actual) (Simulated)
WaWaAuIa3Iu (Output) 2.06 0.68 0.33
é’mmmmﬂﬁﬂuﬁuﬁ'ﬁq (rex) 3.12 4.09 1.31

A ~ 1o (24 4 a L% < < [~
WofFauNouAIaINUML W50 QLﬂG]LWHIﬂiJLLfJﬂLiJHZ‘]Ji%Lﬂu

v

fall

1) danuani)agunuiazavestoyadzalinnurumiIvissnInteya
21099 FIATIANUANUAIAMIAULDINDAT AN dsuuuUAINgDUT A

KukIUloenIoaTmandsuuuuassal 1ndayassiuINaNUHUKIY

senindoyarsanazdoyadiassanenuizanm 1 wefidud

2) WaWdANIaTIN (output) VBIVBYAIFNANUANUNIUNINNIIUBYA
navsedrafiuldFany Wun aalfidiuindneldl¥szuudnnuanasy

o T o v a QIJ g 14
LL‘lJ']Jﬁ’f)EJG]’JIJTﬂﬂuﬁlzﬂﬂ‘ﬂLﬁiﬁﬁﬂﬂqﬂﬂﬁﬂﬁﬁhhuﬂﬂll"l NUY LLﬁS‘ﬁLLu'JI‘HEJ

madulaveursygneeg it desmuwuinniifagiiu
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31N 2 nisuidfisudeyasss (Actual) uasdoyadnaes (Simulated)

130
120_H‘Nuﬂu‘"’uﬂyyu’H_*“‘uﬁ‘"“‘ﬂu‘Nw-‘“~*“htukgmn
110
100

90

80

LML S B LI N LS B BN N N W B B i e e
1982 1984 1986 1988 1990 1992 1994 1996

—— SIMULATED_REX —=— REX]

5.4 -

5.2 LA AL L AL B S |

LS A SAL B B
1982 1984 1986 1988 1990 1992 1994 199

—— SIMULATED_OUTPUT __—— OUTPUT |
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un 51

Q

a W dl"l o/ O == o = o dl 1]
MmAsldmmMsAnuzauNanda uazoanuanlasuveslnelusa

= Vo P o P~ ' -~
1 a.6. 1980-1997 NélszmalneldinmslFuleviomstunenlyd nande

lugreszoznarninan dszmalneldlésanuandsuuuuaosdd unu

[ [
S 1 A

szuudauanulasuuuuaInuazuuuazn @Y wa JvesnuITeULIAN
ANURURIVYBIATHTAILV VI ABUBITUUDAT ANl asuapsAINTa NI
o dl d' G Y A dl Y Aa =§’ a =

seuudanuanuasunuunsiviouuuazndunlMnetusselull a.e. 1980-
1997 uennnuumnilszmalnglalimsldoanuanulasuuuuassaunou
wzihldiasugilimsnsayidulaededt desmmiiluldaudhvinosves

a2 :s' a Y v = a Aa < o d‘
ulewnemsidu suthmneuleinenstuazusigldedisdils: " ninwmidelie
agluszuudnsmanldsunuuassAIMINNANNHEHIATHTM ATULLTIADY
Nuaad-wlauile

¥
a v <

[ < = ~ o o (Y4 d' v =
261915091y MU W s uuuNavId R nan asulusgiell

A.¢l. 1980-1997 IUNMINAUNUMTANINGIN AN NITTULLIADIU0ID AT
= A~ ' A ' o o oA v 2 v o
sandsuuuuaanluge 10 I nezldwa ;ﬂmmuma"lu 992 161

Tuauisvsoll
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wennniinamdsedtldwudnua: “awe uneTves yanumITe
Guifuwa” Ferlifiui “yanumsiisduiunanauniuianuus
M1NNN “YaMITeRuuNanNa

I8N 2 wasnnd 2550

* ANEUINITEING NM1INGIa81T 811
** AYIITRING VNN IaITedIn

104

104 $ 10/6/07, 1:37 PM

[T [T ||



) IEEEESNTT T 1 ] e

‘ Nida08

BN 2 wasnmnd 2550

[T [T ||

NIDA BUSINESS JOURNAL
215 15 USAISSSAD U

PN

lumalfimiufemsiimdada “ulufsrdumsieduiiunainezdos
aeumowhszfiumag dellil wu Avmsnsteduiiuwaniely vied
an " ulveziroluifunasenlludl arsezsreduifunasnnvsoos Uszifu
mommarifudssduin volumstszyuvoaddouiioda uls
MeduRuiuna meevvesssduifymeiaa # wnsadnwldnnngui
nazudsuilinerdesdeldinima evitvedadeiiios ludszmalneiy
NnudsilineITeatumada ulaveatuifunadidenSifesann 13Tl
FaldsAnmnAanguine eunanmsneduifunavesfamsivansibou
Tuaaandnnsnduisdszmalneg lagmmzesedalszadumsiieduiuna
fi “WWusAungud “wanavesduifuma

Tuil f.e1. 1956 U398 AAIURUTURAYES Lintner (1956) 181 U
LL‘L!’JﬁﬂﬁLﬂuiiﬂﬁ”luﬂlﬂiﬂﬁaﬁi’ﬂvluﬂ@:Nﬁﬁt’lﬂ’j”l “mMs 9 yanuvedduiluma
(Dividend signaling)” Funnaaiih uoyuesvesluifumalisdini ula
Hmseduiurafiuniesdiovesshsuimsvesiomsfios 1 “yanauivels
inaauiwanmsauiiunuvesnamaiiuegials

wifiulduiesudinnaaves Lintmer wufha Seummae VUATIU
Yovnilues Modigliani and Miller (1961) fimmualiinamuuasiuims
melufsmmnudayaminfisuny N13na ouVed Lintner (1956) 331i

¥ a

Qmwﬁmeflumﬁﬂiﬁuﬁﬁauauwaadwqmﬁaﬂdwﬁ’ﬂmnﬂuﬂmﬂ N13398V0
Lintner (1956) 1ldwa qﬂmwﬁ’aLﬁﬁ]ﬁqﬁﬂiwﬂghﬂﬁiwfﬁuﬁuwaﬁmm
denloanuwansandfiuaulusuaavesions uazdaldndnaennuniia
(Sticky) yoaduifumads siouananaueiei nmainlissinazaniu
Tunaluewnaalunsdiinanssiiivanuvionamlsluonananmas fan
dhovmsainliennieduifuraduiudmnlinilei namsdiiivau
davuluifgmniufetuiunisasdell dromaiisawuiiniieiu
Tuwasedoudna desvsedinnuniladomeuiumlsfindouuladldede
8 ITANNAMIAUTUNIUVDIFIND

105

105 $ 10/6/07, 1:37 PM



) IEEEESNTT T 1 ] e [T [T ||

NIDA BUSINESS JOURNAL o
215 15 USKAIS§SAD U I8N 2 wWaunnd 2550

lun133etigiveldne suuurAants ¢ “yayraduifuwalasd
g o = = [d % =
sz a4 evlsznmisfe mana sudany wsalumailu yawds
walsznoumslueunaveININs LazMNa dUDINITADY UDIABAYIINTT
oduifumaluaaiananning anuuana1en 1AYINNUITENHIUNAD
mana euufams © wanaduiiuwalunudseildldanuuandives
Ruifumanuanaeainmamansaliluifuwa lasindnnziiilu “yaraunu
m3ldmalasunlasRuurasunuedamiioulunuitenouniil
d){llu ] o | ' o dy ' dl =2' I o
unanuitlduisnisin vaflunn uatdeldil uiniiaiuuni
' A & A A % ' ~ & a A A A o
i eudlunssunssumineades un wflununfengul unlé

naMdeteyauazdinsdmnzd wuniiilukanaieazd waz e

fludo qUnlasuanmsfnuil

av A A y o =
FIFIUNIINUITHIVY TN SIUVBINDUNITIADHN

a . . . . & 4 4 a
@ MUUUINAYDY Modigliani and Miller (1961) $9¢830178 NUATIU @

mafuaara wysolte piflumadnsidalszandlaiuleustuilunany
Tivihdyasfu Wigluaaawdsuwlas aumguiiiuletnemsnetuiiuwe

a R v v d' o L2 U A ¥ Aa [ U A
voagane lildmiluGes aglumsdn “ulvwesduims mnzlinazanula
MeRuifumaedals goovuizlui™nuande saznauvesginafazlid

d‘ a wa 1 1 dR
m3lasuuas lumalfiiduunzvesnarauandnainaala vyl

a § w X " a

nnAavIenguNWaNIuM minnmMIaas suATIueae vysal lu
YuiineteanunuiIteluasaiiazldiing wennfaiwannUNLINUS
a dl | ¥ v v
Ruifumamily “yapalinuaaianu

75 9 anawansa v ugngmIngtuiluwa

Lintner (1956) Al wemnaafiilunngweamsivelunguiiGoni
v v a . . . . = U v a
M3 9 “yaravesduiluwa (Dividend Signaling) @91 U93101991818U

Tuwatiihunsesiovesfuimslums W “yaralwnuinasuiinfanms

U
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imamsantiuanuiuedials unAaves Lintmer (1956) guldiimsdne
Ruifuravudeulosnumanisautivaiuluoumanvesfians waznIngEy
N ¢ o v & = Aa ~ o a Aaf
Tuwaiuauaz zieulWidudinsnnanmstinamaamiivaunay
wndamsliRufunaiiludoya 1ayvesguznstuginalaiuns
WanNFaudgnsanuIves Miller and Rock (1985) #ald $aunuuinasa
nMs 9 yaradetuifusa vE deldduuusiassiifuuuuiiaesiFuuin
nnuiowssnmsneRuifurasazmslfuvdstunumensnidsni
a3 lsAmumsiteBalszandnléna suauuuAans v yanw
nmsteRuifumatuinldnadnsinly eandeanunguf Wu 1uItvves
Watts (1973), Gonedes (1978) uaz Benartzi, Michaely and Thaler (1997)
dl v a dl Q' 4} 1 [ %4 %4 o J a
anuRuifumaiminyuiuliiang vWusnuransauiivaulueunaa
A A o ° T v v v L o A A o =
yoanamsnialaslsuanaudinny “uwusnuramsaivauvsenlslueda
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o .. =

g1udeya I/B/E/S (Forecasted Dividend : DIV, ) dan1smansal
a | 1 d‘ a U ng = a v . v g.ll
Ruifuwasziilusranarmnansu vl (t-1) vouTen j AUU
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VNAANWUANANNIAY ADIV,, ;=

o v v . . A A é’ =
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maiananinamuluaaineey ueddovIMINeRUTUNANEANAI
lUanmsmanisel (Dividend Surprise Announcement) 3z 1W1IDIANA
AITMIANYIMAMI0IKID Event Study Ias Event study nl¥luasiiife
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Junimsdszmaaiduifunasenin sluiudinanazdeininaamulssdiu
laudriduifunanldsuriuianuuansennaamsalluiamalauaziiving
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0 U ENNN NI YRUTUNANSUNUINUIULTENIANILIUNINNA 449 18

318 0 A 93 93 20.71 20.71
10 1 A% 47 140 10.47 31.18
10 2 na 59 199 13.14 44.32
10 3 A 123 322 27.39 71.71
910 4 A9 44 366 9.80 81.51
110 5 A 27 393 6.01 87.52
110 6 A 18 411 4.01 91.53
10 7 A 19 430 4.23 95.76
10 8 A 11 441 2.45 98.21
10 9 A 5 446 1.11 99.32
$10 10 A% 2 448 0.45 99.77
910 11 59 0.23 100.00
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MM 2 OANANNUANANTENINIRUTUKNANIBITINLAWeINTalveIRu UM

MNATN M Positive Surprise ¥iNgde MOATIANUUANANTZHINRUTUNANIIBT5
DIV 1 - DIV
DIV, 14

Auduifumaildsumsnensaimmininaed ADIV,, | =

1NN 0 Negative Surprise ¥node manuuansaszninduiiuwainessa
sutuiumaildsumwensainnindmaeiiitosnit o FY1, FY2, FY3 uaz
FY4 veda manernsaliduifumaliaranin 19 2 1 31 waz 4 1 ewaey
A1 Mean n88e ANuLANaveImMInensaliijemeunusmasvesniswernsal

mlnnglugudoya

Positive Surprise Negative Surprise
o T o

e
P Max | Min |Average| SD | Max | Min |Average| SD

FY1
(1-Year 1.00 | 0.00 0.33 0.28 | 0.00 |-16.75| -0.56 1.30

Forecast)

FY2

(2—Years 1.00 0.01 0.45 0.31 | 0.00 [-10.00| -0.99 1.46
Forecast)

FY3

(3—Year 1.00 0.01 0.53 0.31 | -0.01 | -9.60 -1.18 1.50
Forecast)

FY4

(4-Year 1.00 0.06 0.67 0.30 | -0.04 | -1.73 | -0.57 0.46

Forecast)
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VYOININEINTOT (HaNTaNANRAgvaIaNNAana1alumsnensainiuly
dd‘ a dl v a v d‘ d =~ | o .
Tumavan (nsainQuifuwansisasaninninnneinsal) Senilu Positive
Surprise MMABYINS IdRUTUNaNIndenensalldarmth 1 T (FY1)
o d' v % U tﬂ' v d' v 4
iMmALINNY 0.33 AundgveansldRuiumamauindionenalllaranh
2 1 (FY2) 1 3 (FY3) uaziln 4 (FY4) UA@agunny 0.45, 0.53 Uag 0.67
o L < Y d 1 13 = d' 1 S
nauaay azdiuldinmswensalaraninluluinvihsesnllaziisany

o

) éj o
Aanaa (lumawan) _anduauaiay
TusmuvesmsnensaimBuifuraniimanuuanaislumeay (Negative
Surprise) 11 3unflu Negative Surprise dziiuldnvinavesanuuanea
Q' é’ d' s é’ o =
mMaavazuInvienensaiean llnawinuu (sniumswensalllan
4 Muenan)
A A A Ha a ' VA A
@ i wlannmadmasdlumsetfenamslay ulvgninans @
AUTUNUADUAIANUI8UY TeauRUITUNan A UAINAI AN Y IUNIILIN
198NN TZAVRUITUNANAININANUAANNNY THTUAINMTNNNANITAUTILINU
ANINAIANNY mfuE}ﬂmenﬂgmim’clué’ﬂymzﬁ%lé’dwmma VUIATUDY

“yanunsneRuifura (Asymmetric Signaling of Dividend)

MINa auNAANS 9 anamsneRuiluwa

nndeyaduifurauazmaneinsaiduifuwanldningudoya I/B/E/S
Idilne suauunaans s yapumsieduifunany unma oy
MINA oU VNATIUANN WWUTVesnsIekulunanuram sy

owaaldna ousy ums AEPS;, = B, + BADIV, , + BEYS,, | +

,Sp gj,t
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M3eil 3 wamna oy wMsnaneulolFnamnnamwensaliduiiurailu “yow

uminanositl¥lumma ou o AEPS;, = B, + BADIV, , + B,EYS;,, +

£j’t1@8‘ﬁl AEPS; , Aomanlasumlasvesilsderfuluilil t vesuiin j lasi
dauilsderuiuagldmadoilideruluaeudl ADIV, , fio mnannw
uana1aveeiuifumans 1893 (Actual Dividend Forecasted : DIV, ) nulu
iunaitldsumamnnsaluazinngoglugiudioya I/B/E/S (Forecasted Dividend :
DIV, ) Famsamansoiduiumavzfiusnarifaneu ull (t-1) YOILIEN j

R DIVac,t—l_DlVfc,t—l
AIUUVNAANNUANANNIMNU ADIV, =
P | DIV

uae EYSJ.,I_1

o v v . . d‘ a X = :s‘ v
VALY Nmammumﬂm"limuu (Earning Yields) nnavuludnmun (t-1)
A > o O \J v a W . v v
F1 wnsndaldlagldmlsdouvecium j msdrenaiu

[VARIABLES | COEFFICIENTS || T-STAT | P-VALUE |
Intercepts -0.56281 -6.48048 1.35E-10

B, 0.16175 2.410333 0.016095

B, 0.038962 0.205047 0.837572

R® 0.005117

Adjusted R* 0.003382

F-value 2.949737

Number 1150

mnmineRuifuwanannmsneinsailas ulvagvenindmney

nnsanzfunieosdvie “aawnalsznoumslusunnvesnamslauds

wldid B, > o wamina euldn B, anuTluvinediaiiie agwiiny
v o o w = g ) A A A &

0.167 (32AUY 1Ay .05) IuTun1s Uy yuuwfavesduilumanilu

“warudernadsznoumslusinavesiamsld uazdd 1y yumsldnsie

]
% A~

A A ¢ & o ~ < A v
Nu‘ﬂuwammdmﬂm‘iwmmmtﬂu YYI1NNAIY LlﬁgLWﬂL‘lJ‘LlﬂTiﬂuﬂu

4 v < & ¥ N A =2 [ ¥
miclwamqmﬂmiwmmmtﬂu YUYIUU E’Jﬁ]ﬂﬁ]dllﬂﬂﬂ ﬂ‘]ﬂﬂﬂﬁl%’ﬂﬁﬁﬁ
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mynasumasvesRuifumaunumslFmasaannaweinsaiquifuxaly ums

panoeviselowiiu umna euldn
AEPS;, = Ao T )\,IADIVLJ-J + )\.2EYSJ.J_1 teg, (4)
lawilu wnsiid1 AEPS,, waz EYS, | ilududeanuildne ou

luasan s uadudsnldunu “wanumsneQuifuwaly unisiifions

wasuwasmshwulluwaivunvtlaewnh (ADIVL, ) gaveiy ums

vl o AD DlVac,t_ DIVac,t—l
AN IVL;, = DIV,

mina ovlumsdiseisaldne suludhyuzidersuuasnuranise
TuvhueadeIniy (Benartzi, Michaely and Thaler (1997) uaz Koch and Sun
(2004)) nandedmnldanuuanaisvesmsteduiiumad i s Ey
“wanavesmineduiiuwaud azhinuany WnusseriemsneRuiuwa
numansauiunuluewiaaveanans (30 (4,) TANNMINY 0.00017 uaz

1A t-statistics (MINY -0.59625)

= ~ % d' P & v
A3eil 4 wamnma oy wMsoaneuleldmaasuulasRuiunaiiu yanw

umsoanesil¥lumma ey e AEPS;, = Ay + MADIVL, , + LEYS, |

+ g, lavil AEPS,, fionsulaguuasveamlsdoului t veanFsh j laoh
anavmlsaeruunesldmsdemlsdoiuluaeudull ADIVL, = #o vinaniw

‘j.sp
uanNAveIRUuNanIeaIaluiln t nuRwluwanaeasaluilneunthvsetln t-1
DlVact_DIVact—l = o Vo
ADIVL;, = ’ = uwaz EYS;, | iinga HanUUNUIINM |3RavU
’ DIVac,t—l

N L ¥ . - y voW o+ a
(Earning Yields) ffiavyulullnsin (t-1) @ nnsadaldlaglémlideriuues
UIHN j Mg,y
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[VARIABLES | COEFFICIENTS || T-STAT | P-VALUE |
)»0 Intercepts -0.544 -6.27547 4.93E-10

A -0.00017 -0.59625 0.551123

A 0.057645 0.302876 0.762039

R® 0.000388

Adjusted R® -0.00136

F-value 0.222431

Number 1150

NaMTIATs umsoanoens eamaiililade sUhnsthedu
Turaveaams nnsefiasily yana (signal) veswadsznoumsluenaa
Idenumgums s yaradmsmneiuiiusa wazimsazldmsiieduifuwa
fidnnmsamamsaivenindinnsifluaioadiolums 1 “yanannani

nazlEasnlasunlasmsneRuiurameunuRuaiurwanaiglurianeuvii

wansilszmasaRuiluwadaainanning

1nmsd 5 M AR fumilFunudimdsnaneuunuuandiaain
AaAlUFINNAINTNA BUAIN Y lasularIanaINma audlugianeuna
wgmaol (Pre-event date) LLﬂ%‘ﬁ’NﬁLﬁﬂM@lﬂ’liﬂi (Event-date) tas%3
naufaman1sel (Post-event date)
deldduuniinmssisduilfunasenily oanguauiianiaves
“wanumsneRulunaudn TgwuiwaneuumuvesmMaseiuiumaiy
iinu eandesnuntiianieves “yanumsnetuifurassraiiuldda an
M397 5 Fasmunaimsieduiunaiiy eeiismiefie Panel a) luan
msseRuifunaily “yaaluiienawin ndndedly “yarunsiiedy
ffuwadi_snimansaiduifuma uas Panel b) fuvnmsiieduifunaili
“wyadufismeavfensduiiumamnimmansafveninimney asifiu
g lumaait 5 Panel a) umanouunulugeiimseRuiuraisduan

v N v o £ ] = ] ==
ptafitie enlusie t- e det+ 2uazluriet - 1 Dat+ 1
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MmN 5 wanouuwnuiuln@lusiufamamsaimslssmeasieQuifuma

AT AININA BURaRBUNNY WMSI1IMlsEmaneduiumadldsuun
mamaaliflu eanguiie mamsaiinssieduifuna anddmensaliduifuna
(Positive Surprise) uazmqmm‘fﬁmﬁuﬁuwa%‘%qﬁmdwmwmﬂsafﬁuﬂuwa
(Negative Surprise) i1 AR ¥u188a AAsNanoLUNULANAII1NAAIA
wénmsng ¢ u lnsfenaneuummnmaasuulasdriinanandnmsndifumund
(benchmark) Tutiana evvosmgmsaiiiag Max, Min wuneda awnnii a
wazen _aved AR f S.D. vneda mudeawanasgu wasly aud afediue
t-statistics n Wudnudeyalunima ou

Panel a) n3gimsiieRuifumassa animmensaliduiiuma
Positive Surprise AR Max Min Median  S.D. n t-stat
Pre-event date (day -30 to day -2)  -0.0027  0.7080 -0.4544 -0.0125 0.1158 566 -0.5449
Pre-event date (day -20 to day -2)  -0.0057  0.6543 -0.4386 -0.0179 0.1137 566 -1.1914
Pre-event date (day -10 to day -2)  0.0020 0.2654 -0.3480 0.0031 0.0679 566 0.7076
Pre-event date (day -5 to day -2) 0.0040**  0.1841 -0.2483 0.0056 0.0436 566 2.1813
@ Event date (day -2 to day +2) 0.0171**  0.3993 -0.3069 0.0159 0.0616 566 6.6211
Event date (day -1 to day +1) 0.0148**  0.3208 -0.1739 0.0133  0.0487 566 7.2477
Post-event date (day +2 to day +5)  0.0048** 0.4162 -0.2471 0.0075 0.0536 566 2.1360
Post-event date (day +2 to day +10)  0.0063 0.5421 -0.2982 -0.0042 0.0877 566 1.7046
Post-event date (day +2 to day +20)  0.0096 1.0619  -0.4839 -0.0012 0.1375 566 1.6634

Post-event date (day +2 to day +30)  0.0092 1.1324  -0.4464 -0.0106 0.1623 566 1.3536

Panel b) n3ainmsieRutiunassamanmnensaituiiuma

Negative Surprise AR Max Min  Median S.D. n t-stat
Pre-event date (day -30 to day -2)  -0.0084  0.4995 -0.5585 -0.0082 0.1244 555 -1.6007
Pre-event date (day -20 to day -2)  -0.0039  0.6410 -0.5100 -0.0140 0.1205 555 -0.7626
Pre-event date (day -10 to day -2)  -0.0027  0.3059 -0.2582  0.0003 0.0661 555 -0.9459
Pre-event date (day -5 to day -2) 0.0039*  0.2862 -0.3194 0.0055 0.0471 555 1.9641
Event date (day -2 to day +2) -0.0054** 0.2419 -0.5527 -0.0035 0.0611 555 -2.0835
Event date (day -1 to day +1) -0.0042** 0.2223 -0.3592 -0.0035 0.0456 555 -2.1783
Post-event date (day +2 to day +5) -0.0126** 0.4440 -0.5213 -0.0109 0.0698 555 -4.2337
Post-event date (day +2 to day +10)  0.0002 0.9719  -0.5506 -0.0076 0.1159 555 0.0405
Post-event date (day +2 to day +20)  0.0022 1.1799  -0.6272 -0.0049 0.1564 555 0.3256
Post-event date (day +2 to day +30) -0.0002 1.2287 -0.5859 -0.0049 0.1915 555 -0.0296
** 32aU1iY 1Ay 0.05

*5zAUY 1AY 0.10
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wams3seTumsndi 5 139 A0 yuMImMa ou WNATIN was AL
fede qUnnnIsefindn “yanaduifuwad sysehiuduanuuandis
yoaRuifuwanumansaiiuiiuwa

507 118 aaliifiudanisaen uesvesnaafidideniinisiiedu
Huwalufigmauinuasfiemsay Feesfiuldsaiinsaey ueadanan

9ANGEINUNT 9 anaRuuwamute JUdhadu

= ' A A a ' oA
ETJ‘VI 1 1 aeAunagnanouunulina luselsemanoRuiuna

s aawaneuumumdsifalururgmsaimslszmeassRuifunanouuazuad 1 3 (-1,+1)

Abnormal Return

%AR
0.0200

0.0150

0.0100

| Positive Surprise
0.0050

0.0000 :
. , Hate (day -1 to

-0.0050 +—

O Negative Surprise
@ All Surprise

-0.0100
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mATeildh uemma aungufnsneRuifunavesfanmislasnis
L upnams wnsanzldnsieRuifunaiuanaiernnisaaniseives
v Aa o @ v =2 a v dyu [
ninnzdidlu “yanatawalsznoumsluenaauesiamsld uenaniissld

o ' o Aa ' A oAb oAy o <

na oumohluiunimslszmanetuiiuwa _snivseaninldamanisol
NMInIATEA wlinanouunuinuandidumiladie

NANIIINY U YULUIAANT Y unsngluilunadlignissieg
Ruifuranuanaeainmsmansal lagwunmsneRuiuranuana1eaini
mamsoiil wnsnlFissenwanmsanivauluemaa (Mlsdevu) 1

Aa v g Ko [V~ [yl v a A L4

n13veAsatnIfidulain “yyraSuifunan wysol (Complete
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Corporate Social Responsibility :
From Initiation to Celebration

Asst. Prof. Maneewan Chat-uthai, Ph.D.*

Abstract

Business for Social Responsibility (BSR) has become the
major calls to satisfy the increasing public demands and expectations.
At the same time, the notion of ‘good and capable’ business leaders
is no longer an option but a mandatory practice. While negative effects
of corruption have been also much perceived, efforts to curb the
happenings rely on the suppression and punishment.

The article explored definition sources and causes of corruption

@ from a multi-dimensional and global view. Practical ways and wills @
to prevent the occurrence were suggested adopting human resource
management and organizational behavioral approaches including, for
instance, psychological construct, social learning, values and norms,
etc. Moral reasoning and ethical decision making were prepared
to illustrate the enable factors. Strong preventive measure was
recommended and the mechanism of building social values promoting
individual integrity and professional ethics were the preferred choice.
The model of functional citizenry in which six senses must be instilled
and enhanced in all Thais. Lastly, the strategy-map was prepared to
reflect the ideology of following of the “King’s Footprint” and to
identify key variables encompassing capacity building of human

capital as the effective mean to the sustainable development.

* School of Business Administration, National Institute of Development Administration
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As many business forums attempt to address and integrate corporate
social responsibility within their business for social responsibility (BSR)
practice, the major issue confronting is corruption and bribery that often
found the business partners as the prime suspects or inducers. This has
made the notion of corporate responsibility not only sounds hypocrite but
also less attainable. Public concerns and questions remain: Does the
corporate contribute or hurt the society? Can profit coexist with integrity?
How can the new notion of ROI will be boosted and understood as Return
on Integrity? These are interesting questions but yet no good answers
seem to properly fit.

The following article, taken from the full research conducted by the
author during 2002-2005, has been especially prepared as a case study for
the journal using the organizational behavioral science and human resource
management approach to address the cause and curb of corruption. The
first part attempts to illustrate common features of the phenomenon and
suggests implementation steps to prevent the occurrence. The second part
will deal with the wills and ways to curb corruption using HRM approaches.
Two models have been prepared, including The Six Senses of a Functional
Citizenry and a strategy map to help realize the noble vision of “Follow

the King’s Footprints”.

Corruption Scene Investigation

This article begins with the research question: How Organizational
behavior and human resource management approaches can be applied to
lessen the corruption problems? Before we further embark, a definition
of corruption will be first investigated.

In normal term, corruption can be viewed on a cause-arousal and
response basis involving key actors--the public and civic officials--with
shared benefits/interest. For example, the construction of a new highway

provides the opportunity for officials from the Department of Highway’s
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Construction Division to award the work to the company that offers
‘under-the-table’ money or luxurious things, such as a car or valuable
appliances. In this case, the budget allocation for the new highway
generates the opportunity for officials to ask for side benefits. Shared
interest is seen from both sides--the giver and the receiver who make
profits through collaboration. The official facilitates the bid award, and
the bidder gives tangible benefits in return. Similar to hand clapping,
it needs two hands to accomplish its mission. In the corruption world,
it operates on the no demand, no supply basis. If there is no need to get
things done illegally or irregularly (“no demand”), there is no opportunity
for people to offer assistance (“no supply”). Then, there is no need to
abuse state power.

The Thai public is currently experiencing a paradox of “Corrupted
but Capable”. Corruption has become sensational and has captured
increasing public interest. Corruption in the new sense has somewhat
altered from the traditional sense of shameful disgrace to the creatively
organized behaviors used to take away public interest and property. To a
certain extent, the public is flexible in accommodating corrupted but capable
officers. Their acts are seemingly acceptable as long as they do not swallow
all the wealth.

In sum, determinants of corruption include the following:

m A recipient of benefits or gains, either in tangible or non-tangible
form, including the gift of goodwill, covering what was received
in the past and expected benefits in the future.

m [llegitimate acts that are not consistent with the law, including
the intention to violate state rules; abusive use of state power;
use of force, threats, and mismanagement for self or group interest;
voluntary withholding of state authority to suppress illicit activities;
direct involvement in forgery and fraudulence; and shared interest

and benefits induced by the use of state power.
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m  Such gains directly damage public interest and put the national
stake in jeopardy.
m The use of state power by responsible state officers to procure

self or group interests.

Practical Ways and wills for a remedy

Civil service reform is encouraged to reduce corruption. Patronage
work culture should be demolished. It is not to isolate public administration
completely form politics but to find ways to mediate the relationship.
Today’s civil servants are moving away from traditional model.
Adamolekun (1993) observes that a professional civil service is political
neutral, has security of tenure, is paid a decent salary, is recruited and
promoted on merit, and does not have property or business interests that
conflict with the fair performance of its duties.

Civil service reform is a pressing issue in many parts of the world.

To further illustrate, basics of civil service restructuring include pay
reform, conflicts of interest, incentive systems, and the control of corruption
in hierarchies. With regard to pay reform, some developing countries
have very poorly paid civil servants. When pay is very low, corruption
is a survival strategy. A recent cross-country study finds a negative
association between civil service wages (relative to private sector wages
in manufacturing) and the level of corruption (Van Rijckeghem and
Weder, 1997).

Conflicts of interest should be avoided and minimized in the

government pay scheme. To insulate career officials from politics
adequate salaries should be administered. To prevent government service
from becoming a cynical route to easy wealth, all countries need a basic
conflict-of-interest program that stresses ethical conduct backed up by

legal sanction.
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Carrots and sticks Rose-Ackerman (1999) suggested that pay

reform, merit recruitment, and controls on outside interests and political
involvement are necessary first steps. Reformers can change the nature
of the service to reduce corrupt incentives, but this is not always possible.
The at-risk groups involve tax collectors, policemen, procurement
specialists, and regulatory officials. Thus effective corruption control
also requires a credible system of rewards and punishments. Formal
legal sanctions provide an important support, but incentives with the
bureaucracy can also be used to reduce the incidence of corruption. Both
carrots and sticks are needed to encourage efficiency and limit payoffs.
Incentives can stress individual performance or provide rewards and
punishments tied to group performance.

According to Becker & Stigler (1974), the most obvious deterrent
to corruption is a credible, apolitical monitoring system that searches out
corrupt officials. If civil service employment is well paid, corrupt officials

@ suffer real pain if they are caught and forced out. One form of sanction is @
a pension that will be received only if the worker retires under honorable
conditions. However, such oversight may not be enough.

According to Rose-Ackerman (1999), loss of a job is a one-time
penalty that is not tied to the marginal benefits of individual corrupt deals.
Improved pay reduces the value of accepting bribes but may not reduce
the value to zero. High pay may simply increase the bribe an official
demands in order to overcome the risks of losing what is now a desirable
job. Officials may go from being ‘lean and mean’ to being ‘fat and
mean’. The incidence of bribery may fall as fewer officials solicit or
accept payoffs, but the size of each bribe increases. Thus some rewards
and punishments should be tied to the bureaucrat’s level of performance.

Changing of public attitudes and public communication should
convince the society that tackling corruption is the national agenda. Public
awareness and education serves to quench the supply side of corruption.

Corruption may be reduced if the bureaucratic services for basic

124

‘ Nida09New 124 $ 10/6/07, 1:42 PM ‘



) IEEEESNTT T 1 ] e [T [T ||

‘ NidaO9New

I8N 2 wausnnd 2550

NIDA BUSINESS JOURNAL
215 15 USAISSSAD U

necessity can be provided at no charge. If the service is not a basic
necessity, people may accept the introduction of a user fee to substitute
for bribes. A next step is the reform of corrupt systems that permit
people to avoid taxes or violate laws with no punishment. In such case,
credible reform must start at the top. A crackdown should reach the
rich and powerful. For example, if large taxpayers are required to pay
their taxes, others may be more willing to go along. Rose-Ackerman
(1999) reminds that focusing only on ordinary citizens generate
resentment that can undermine the entire effort.

In sum, positive incentives for good performance should be focused
and strengthened. It is often the case that civil service systems are
managed in a way that undervalues performance. Because of worries
about corruption and favoritism, centralized systems control expenditure,
employment, and performance reviews. Department administrators have
little discretion. On the other hand, with no reward for good perfor-
mance and if managers were granted greater discretion, they might abuse
it by hiring ‘unqualified personnel simply to keep politically important
clients satisfied’ (Reid & Scott, 1994 quoted in PricewaterhouseCoopers,
2004). The right approach is not to exert ever more rigid controls but to
apply reforms that emphasize performance and reward the whole
organization which achieve the public sector goals.

Mauro (1995) suggested a positive and proactive in rewarding
employees. Sometimes bonuses can be tied to the value of the public
service provided. Recall that bribery sometimes acts as an incentive fee
for bureaucrats. In cases where corruption’s only efficiency cost stems
from its illegality, the payments could be legalized. The effectiveness of
such a strategy depends upon the extent to which the servers ‘own’ a
portion of the payments so that they have an incentive to speed up service.
Dual tracks of service may be set up, such as expensive fast tracks for
those who value speed and slower track for the rest. A share of ‘speed

payment’ could then be used to reward officials for good performance.
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In this approach, moral hazard or side effect may have to be taken into
account. This includes the right message that the speed lane signal that
speed is the costs to the system to function, not that there are social
classes or wealth discrimination among the haves and haves-not.
Comparable wage is also a key to resolve bribes. Incentive systems
must be designed with care to avoid giving the bureaucrat monopoly
power that they can use to extract increased levels of rents. Group reward
may be one of the best solutions. As an alternative to individualized
incentive pay systems, rewards can be given to work groups or public
agencies based on their overall performance. If the joint efforts are
decomposed into individual rewards, the result can be a hostile, adver-
sarial work environment (Mitchell, Lewin & Lawler, 1990). In practice,
this should work on both ends...strong enforcement of good conduct or the
suppression of misconduct as well as the promotion of incentive-based

wage to make the system ticks and works!

Applications of organizational behavior and human resource
management

Cross-country empirical work has confirmed the negative impact of
corruption on growth and productivity, but little has been addressed on
the behavioral modification approach as this research is attempting. This
study agrees with Rose-Ackerman (1999) that a study of corruption serves
merely a blueprint for reform and a compilation of ‘best practices’. Instead,
it should suggest “a range of alternatives that reformers must tailor to
the conditions in individual countries. Reform should not be limited to
the creation of ‘integrity systems’. Instead, fundamental changes in the
way government does business ought to be at the heart of the reform
agenda. The primary goal should be to reduce the underlying incentives
to pay and receive bribes, not to tighten systems of ex-post control.

Enforcement and monitoring are needed, but they will have little long-
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term impact if the basic conditions that encourage payoffs are not
reduced. If these incentives remain, the elimination of one set of “bad
apples” will soon lead to the creation of a new group of corrupt officials
and private bribe payers.”

This section will explore corruption using organizational behavior
and human resource management approaches. Discussion will focus
mainly on behavioral problems and how to cure them. The themes will
cover values and attitude, cognitive dissonance, behavior modification,
motivation, ethical decision making, leadership and trust, and the
organizational culture. In HRM, discussion will include the recruitment
and selection, training and development, and the compensation issues.

Corruption is a violation of the Law. Terry (2002) noted the abuse
of executive authority that may violate both the spirit and the letter of
the law. Violation of the spirit of the law occur for example when an
agency’s activities are unacceptable to the constituents because they are
perceived as inconsistent with its reason for existence; and when
officials are unenergetic, inattentive, or negligent in carrying out legally
mandated responsibilities. Violations of the letter of the law arise when
officials of public bureaucracies disregard the primary, ordinary, and
plain meaning of the language used in statutory mandates and in other
legally blinding acts that specify an agency’s field of action, the purpose
of its activity, and the type of tasks it is designated to perform. In parti-
cular, if the executive authority has coercive power, it is more likely

that the bureaucratic leaders might abuse such authority.

O Cognitive dissonance is the perception of incompatibility between
two cognitions, which can be defined as any element of knowledge,
including attitude, emotion, belief, or behavior. The theory of cognitive
dissonance holds that contradicting cognitions serve as a driving force
that compels the mind to acquire or invent new thoughts or beliefs,

or to modify existing beliefs, so as to reduce the amount of dissonance
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(conflict) between cognitions. The theory of cognitive dissonance was
first proposed by the psychologist Leon Festinger in 1956. Cognitions
which contradict each other are said to be “dissonant”, while cognitions
which agree with each other are said to be “consonant”. Cognitions which
neither agree nor disagree with each other are said to be “irrelevant”.
The introduction of new cognition that is dissonant with a currently held
cognition creates a state of “dissonance”, the magnitude of which relates
to the relative importance of the involved cognitions. Dissonance can be
reduced either by eliminating dissonant cognitions, or by adding new
consonant cognitions. The maximum possible dissonance is equal to the
resistance to change of the less resistant cognition; therefore, once
dissonance reaches a level that overcomes the resistance of one of the
cognitions involved, that cognition will be changed or eliminated, and
dissonance will be reduced.

This leads some people who feel dissonance to seek information
that will reduce dissonance and avoid information that will increase
dissonance. People who are involuntarily exposed to information that
increases dissonance are likely to discount that information, either by
ignoring it, misinterpreting it, or denying it. Implications of the theory of
cognitive dissonance help to predict the propensity to engage in attitude
and behavioral change. Public conscience campaign to combat corrup-
tion and lift-up of good moral principles should be widespread and
internalized by the society. Individuals who are required to commit wrong
doings either by their own needs or the group pressure to corrupt will find
the behavior they are about to engage contradict their personal attitude
and belief, they will tend to modify their behavior or choose not to do it in
order to maintain the equilibrium or to offset the dissonance. In sum,
under the cognitive dissonance situation, individual will have to reduce or
seek the compatibility between attitudes and behaviors. However, under
this notion, dissonance will be less likely be moderated if the person

perceive the issue is of less important, uncontrollable, and high rewards
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received under such dissonance. This provides a strong ground for
comprehensive moral campaigning using social pressures and the
foreseeable national disaster and “lost future” for the younger generation

as the threat to collaborate.

Q  Moral Reasoning

Moral erosion makes corruption easy. It is the time to address
misdemeanor applying Kohlberg’s stages of moral development.
Lawrence Kohlberg (Crain, 1985) explained the development of moral
reasoning. According to Kohlberg, moral reasoning process is constructive
and arises through the conscious construction of the actor. This theory
holds that moral reasoning, which is the basis for ethical behavior, has
developmental stages. He followed the development of moral judgement
beyond the ages originally studied by Jean Piaget, expanding considerably
on such work. Kohlberg determined that the process of moral development

@ continued throughout the lifespan, and created a model based on six @
identifiable stages of moral development.

Stages

Kohlberg’s six stages were grouped into three levels: pre-
conventional, conventional, and post-conventional. Following Piaget’s
requirements for a stage model, it is not possible to regress backwards in
stages. It is also not possible to ‘jump’ stages; each stage provides new
perspective and is “more comprehensive, differentiated, and integrated

than its predecessors”.
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Level 1 (Pre-Conventional)

1. Obedience and punishment orientation
2. Self-interest orientation

Level 2 (Conventional)

3. Interpersonal accord and conformity

(a.k.a. The good boy/good girl attitude)

4. Authority and social-order maintaining orientation
(ak.a. Law and order morality)

Level 3 (Post-Conventional)

5. Social contract orientation
6. Universal ethical principles

(a.k.a. Principled conscience)

Progress along the stages of development occurs because of the
actor’s increased competence in both psychologically and socially balancing

conflicting value-claims. The name of “justice operation” is given to the

process which resolves the dispute between conflicting claims and strikes
an equilibrium between them. Kohlberg identifies two of these operations
in “equality” and “reciprocity”, which respectively involve an impartial
regard for persons (i.e., irrespective of who the individual persons are),
and a regard for the role of personal merit. For Kohlberg, the most adequate
result of both operations is “reversibility”, where a moral or dutiful act
within a particular situation is evaluated in terms of whether or not the act
would be satisfactory even if particular persons were to switch roles within

the situation (also known colloquially as “moral musical chairs”).

Knowledge and learning contribute to moral development. Specifically
important are the actor’s view of persons and their social perspective
level, each of which becomes more complex and mature with each
advancing stage. The view of persons can be understood as the actor’s
grasp of the psychology of other persons; it may be pictured as a spectrum,

with stage one having no view of other persons at all, and stage six being
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entirely sociocentric. Similarly, the social perspective level involves the
understanding of the social universe, differing from the view of persons in
that it involves a grasp of norms.

Figure 1 illustrates a decision tree to indicate whether a person is
more or less likely to make a corrupt decision. The entry point at which
one first begins to think of corruption is motivation to meet self-serving
interests and to exclude the organization’s goals. While everyone has
some unmet needs, people may act in a corrupt way simply because there
is an opportunity to do so or because one is tempted to take a shortcut to
wealth. Corruption is further intensified when the risk of being caught is
minimal and rewards are assured. The following decision tree rules out
the myth of poverty as the primary cause of corruption. Overcoming
corruption is possible, as evidenced by prosecuted cases against powerful

politicians who ganged up to buy votes in an attempt to hold the majority

Figure 1: Decision Tree for Corruption
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of seats in parliament. Even when the magnitude of unsatisfied needs
is high, people with integrity and honesty can still make sound ethical
decisions in seeking alternatives other than corruption. To break the
vicious circle will require minimizing shortcuts and adding in powerful

quenchers.

0 A Common Path to Willing Bribery: Behavioral Patterns and
Enabling Factors

Corruption is a learned social behavior, similar to what Bandura
(1969) referred to as vicarious experience, an imitative behavior as a
result of observing certain model and actual consequences. Observational
learning explains why certain behaviors are more likely to be repeated by
those who witness the act and are pleased with the consequences. This
occurs especially when imitative behaviors result in positive rewards or
in the removal or prevention of aversive stimuli. As corruption leads to
gains and enhancement of self-interests, either tangible or intangible, it
is reinforced by its own consequences. The behavior is then likely to be
imitated or copied. In many instances, corruption has set an example of
how to make an overnight profit, with no hard evidence against the
perpetrators. There is also an increasing tendency of acquittal if charges
are filed since the public wealth is massive and often goes unnoticed.
Without the disclosure of relevant officers, no one can truly tell the
magnitude of damage caused by corruption. Vicarious experiences thus
affect those who witness the event. When corruption reinforces the ideal
of getting rich quickly, there is an increasing tendency for others to
follow the trail and do the same.

Corruption still persists despite severe punishments because the
embedded practice has become acceptable in the sub-culture. It has become
normative to pay ‘hot-tea fees’ to speed up the government service. The

pathway to corruption is therefore ranged from voluntary, lured and forced
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by both parties. There are cases that government officers are forced to
take the bribe as both negative reinforcement avoidance and positive
reinforcement seeking. The analogy of ‘eating along the river tide’ is
applied in this case whereas the big boss signals the green light to
facilitate the request. To stand against the tide simply means being
ready to get wiped out of the organization, so negative avoidance applies
solidly here. There are motives to abuse the use of state power and wealth
since there is no whistle blower in this case for everybody has his/her
shares in this one gulp. Diffusion of responsibility may be applied in this
context to explain why corruption survives well and has become a

widespread practice.

Human Resource Strategies to deal with corruption

Anticorruption programs have essentially two strands. First,
appropriate administrative, financial, and economic reforms can minimize
the opportunities for corruption. Second, capacity building can strengthen
the institutions - the media, parliament, watchdog agencies, and the
judiciary, among others - that raise public awareness about corrupt behavior
and its costs and/or investigate incidences of corruption.

At the working level, reform means improved supervision of civil
servants to ensure they are not abusing their positions for personal gain.
Awareness campaigns that stress both the importance of public service
and the costs of corruption (including punishment for offenders) can also
be effective. Another tactic is to limit the discretion available to public
servants, so that their behavior - especially when it involves procurement
or the granting of licenses and permits - is more subject to established
rules and regulations.

Recruitment and Performance Auditing

The recruitment system of staff personnel especially in the risk-

prone positions must be revised. Multiple methods using testing measures
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to identify moral views and values the individual. A strong morally-
strong workplace climate and strict performance audit are more crucial
as it is often the case that a good apple may be tarnished and turn bad in
a poor environment. It is useless to claim that public offices nowadays
have contained a “once used-to-be-good” personnel.

Compensation

Compensation is vital and need to ensure a decent wage for civil
servants so that they do not seek to complement their earnings through
bribery and extortion. There is little doubt that inadequate pay for
public officials contributes to corruption, at least at the petty level if not
throughout a system. Developing countries are caught in a vicious, self-
perpetuating spiral: low pay leads some officials to appropriate government
funds, and the misuse of official funds leaves the government with
insufficient resources to increase compensation. Combating corruption is
one way of addressing low pay, because it may create the additional

@ wealth required to pay higher salaries. Ensuring livable wages that are @
competitive with private sector remuneration also helps enable the civil

service to attract the best possible pool of qualified people.

Final Words: Can Thailand find a way out of the corruption
problems?

The answer is ‘Definitely’. It is not a matter of ‘should we’ but a
matter of urgency to create and realize the strong notion of ‘Clean Land

Save Thy Land’. The Follow the King’s Footprints model has been

formulated to summarize the curbing approaches.

Thailand is fortunate and has got so many blessings. The top most
blessings is that Thai people have lived under the reign of the Great and
beloved King Bhumibol Adulyadej who proclaimed that “I shall reign
with righteousness for the happiness and benefit of the Siamese people”.
This statement should be echoed loud in everyone, be them the private

or public sector.
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With great personality of wisdom and empathy, His Majesty has
devised countless initiatives and teachings to elevate quality of life of all
Thais. In all of the King’s remarks at various occasions, one can learn
the goodness of the message that cherishes the value of ‘Goodness for its
own virtue”.

The following and last is the model demonstrate the path to
prosperity. It identifies strategic issues and super goal of building a national
integrity system that follow His Majesty the King’s Footprints. The model
adopted the strategy map of Kaplan and Norton (2001) to demonstrate
the causal flow and linkage.

The first strategic issue emphasizes the preventive measures,
audits, enforcement and prosecution. As it has often been the case that
preventive measures are not efficient and sufficient as it fails to detect
the problem and let the wrongdoers go free.

The second strategic issue is to build an efficient parliamentary
and judiciary mechanism since these are the backbone policy makers
and enforcers.

The third strategic issue is a massive reform in all sectors to create
a transparency and good governance. Transparency is a principle that
allows those affected by administrative decisions, business transactions
or charitable work to know not only the basic facts and figures but also
the mechanisms and processes. A clear message should get across all
parties that it is the duty of civil servants, managers and trustees to act
visibly, predictably and understandable.

To realize and accomplish the goal, the four mechanisms are displayed
using a strategy map to identify the task necessities. This map begins
the capacity building of human capital, the efficiency of internal process,
the concern and satisfaction of key stakeholders, and the expected

result.

135

135 $ 10/6/07, 1:45 PM



) IEEEESNTT T 1 ] e H N - EHEEN

NIDA BUSINESS JOURNAL

215 15 USKAIS§SAD U B 2 wasnmiau 2550
e . Wsion : :
Building a national integrity system: Follow the King's Footprints
S|

Strateqgic [ssues
Prassentive measires

Audits, Enforcement, Prosecution

RESULTS
UstAVBHa
= ‘? Ensuring Citizen's Growing civic Empaonirering ¥alue-based Community
‘—:ER VE THE frust and awareness and Recognition and Protection of the Brave
CUSTOMER satisfaction involvement “Clean hands save thy land”
FIEUFTTW -
PROCESS Global Alliance Mew PLblic Political and Decentralize Surveillance
Manage Ant-carrupton Management 2CONamic Deregulate And
RESOURCES agencies Reform Refarm Work procedure enforcement
Use@vEnmmw
L]
CAPACITY : = ;
BUILDING Staff Recruitment Competitve Code of conducts/ Leadership development
Wl aaens Eduication, Training Compensation Frofessional Ethics/ Exemplary
Technical & Ethical Remuneration Sufficiency Wallies “Clean and Capable”

At the capacity building level, four activities are outlined. As already
mentioned, human resource management functions are important covering
an area of staff recruitment, education and training, competitive
compensation and remuneration, encoding of professional ethics, and the
development of new breed of leaders ‘Clean and Capable’ to be a good
role model of exemplary administrator.

The next level is the internal process consisting of building a global
alliance of anticorruption agencies, launching and accomplishing the
new public management reform as well as political and economic reform.
Other activities include the decentralization and deregulation of a certain
work procedure that stimulate the needs to corrupt.

People satisfaction and trust serves as key performance indicator of
the whole process. The public at large play two important roles as the
cause or creator of the problems as well as the affected. It is necessary
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to grow civic awareness and involvement since this is perhaps the most
cost effective in preventing the problem. In a large picture, corruption
must become the top national agenda and must be given a continuous
value-based campaign under the strong notions of, for instance, “Clean
hands save thy land” which should serve as the societal moral conscience.
The campaign needs not concentrate nor limit only through the use of
media but in all aspects of Thai learning activities and living environments.

The end result of this effort is the creation and realization of the
sustainable country development. Despite the fact that corruption is a
deep-rooted problem and has won many battles over the years, the society
is ready to embark on this long journey following the Footprints of the

King.
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Segment Reporting Compliance of
The Listed Companies in Thailand

Asst. Prof. Kanogporn Narktabtee, Ph.D.*
Manatip Chankitisakul**

Abstract

The study examines segment reporting practices of the listed
company during 1994-2005 by using the TAS No. 24 Segment
reporting*** as a benchmark. The study focuses on segment
determinations and the segment information disclosed in the
notes to financial statements. The results show that the number of
firms presenting information by multi-segments is growing and
most companies report operating segments by industry lines more
than by geographical areas. The results also show that problems
of compliance with the existing accounting standard exist. Thai
firms define their segments broadly and more than 50 percent
of sample firms do not fully disclose accounting information
required by the TAS No. 24. The paper discusses the possible
explanations of these practices and reflects on implications to

parties, listed companies and related regulators.

*School of Business Administration, National Institute of Development Administration
**Faculty of Business Administration, Chiang Mai University and doctoral candidate
in Accounting of the Joint Doctoral Program in Business Administration (JDBA).
***Although the Security and Exchange Commission (SEC) have a specific segment
reporting requirement for the listed companies, this study uses TAS No. 24 as a
benchmark when examining reporting practices of the sample firms. The study takes

the board views of segment reporting comparing with the Internal Accounting Standards.
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1. Introduction

Segmental reporting standard was officially promulgated in
Thailand in 1994 when the Institute of Certified Accountants and Auditors
of Thailand (ICAAT") issued the Thai Accounting Standard (TAS)
No. 24" Segment Reporting, which became effective for fiscal years
beginning on or after January 1%, 1994. This standard is based on
International Accounting Standard (IAS) No. 14 with no substantial
difference. The main purpose of segmental disclosure is to allow
financial statement users to analyze and understand the business entity’s
performance in the past as well as its future prospects. In most cases,
large corporations have diversified their businesses into various industries,
each of which have a different risk exposure to the changes to the
environment. Only the company’s aggregated earnings information
may not be enough for investors to assess the business entities’ future
performance. Therefore, segmental information classified either by
business sectors or by geographical areas is important to help them
evaluate deeply on how the businesses have performed, given that
different industries or countries have developed their own levels of
profit potential, degrees and types of risk, growth opportunities, different
rates of returns on investment as well as capital needs. Moreover, the
extents of the business sectors and the geographical areas have been
proven to be key factors that have a strong influence to determine the
Enterprise’s future (Haller, 2003). With segmental information, investors
can attain a combination of company-specific information, external
information, such as information on the relative size, profit contribution,
and growth trends of the different industries and different geographical
areas where each business unit operates. Eventually, they are expected to
have a better assessment of the enterprise in overall.

In spite of the financial statement users can gain advantages from

using the segment reports, there are some challenges when applying the
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TAS No. 24 to be raised. Some claims that TAS No. 24 allows manage-
ment to exercise its discretion in segment reporting, consequently,
it becomes the loophole for companies to avoid fully reporting their
segmental information. The study is a descriptive study that aims to
investigate and find empirical evidence of such claims by examining
the degree of segment reporting compliance with the TAS No. 24 of the
Thai listed companies in terms of (i) the determination of segments and
(ii) the accounting information disclosed in segment reports.

The paper is organized as follows: In the next section discusses
the segment reporting in Thailand. Section 3 described methodology
and sample selection. The findings are presented in Section 4. Section 5

explains the implication and conclusion of the study.

2. Segment Reporting in Thailand

@ Since 1994, TAS No. 24 has been implemented among enterprises @
in Thailand having their securities traded publicly and other economically
significant entities, including subsidiaries. According to the TAS No. 24:
Segment reporting, an entity should report its segmental information
classified by industries and (or) by geographical areas. Industry segment
is defined as the distinguishable components of an enterprise each
engaged in providing a different product or service, or a different group
of related products or services, primarily to customers outside the
enterprise, which geographical segment is defined as the distinguishable
components of an enterprise engaged in operations in individual countries
or groups of countries within particular geographical area. TAS No. 24
also provides details of segmental information to be disclosed which are

presented in table 1.
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Table 1: List of Segmental Information to be Disclosed

List of segmental information

m a description of the activities of each reported industry segment and
an indication of the composition of each reported geographical area,

m sales and other operating revenues, distinguishing between revenue
derived from customers outside the enterprise and revenue derived
from other segments

m segment result

m segment asset employed, expressed either in money amounts or as
percentages of the consolidated totals,

m the basis of inter-segment pricing

m reconciliation between the sum of the information on individual
segments and the aggregated information in the financial statements

m changes in identification of segments and changes in accounting

practices used in reporting segment information which have a

material effect on the segment information

To be in line with the International Accounting Standards, TAS
No. 24 closely followed with the IAS 14, segment reporting (which is
also consistent with the SFAS 14 issued by the FASB in the US in 1981).
The IAS 14 was criticized extensively on various issues but mainly on
the ambiguity of the wordings of the Standards, and the guidelines that
are too board and give to much room for interpretation (Albrecht
and Chaipalkatti, 1998). These circumstances pose some obstacles for
a firm attempting to apply this standard in terms of defining its segments.

This study examines segment reporting practices of the listed
companies by focusing on how firms define their segments and also on
the accounting information items, particularly, segment sales, income

and assets.
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The next section describes the nature of segmental disclosures and
the extent of compliance with the existing segment reporting standard
by Thai listed companies. Unless companies comply with segment
reporting requirements, segment disclosures will not benefit users to

their maximum potential.

3. Methodology and Sample Selection

The sample firms are the listed companies in the Stock Exchange
of Thailand during 1994-2005. This study requires financial statement
information, in particular the notes to financial statements, which mostly
are extracted from the Information Management System (I-SIMS) CDs,
Listed Company Info CDs issued by the SET, and http://www.sec.or.th.
The I-SIMS CDs provide financial data from the year 1994 to the year
1998°; Listed Company Info CDs provide the financial data from the year
1998 to the year 2002; and the http://www.sec.or.th provides the financial
statement of the year 2003-2005".

The sample excludes the listed companies in the finance and insurance
industry because those firms’ operations are unique and they are subject
to specific rules and regulation. The final sample size is 3,944 firm-years.

Table 2 presents the number of listed by year during 1994-2005.

143

143 $ 10/6/07, 1:50 PM



) IEEEESNTT T 1 ] e

‘ Nida10

NIDA BUSINESS JOURNAL

215 15 USKAIS§SAD U I8N 2 waumay 2550

Table 2: The Numbers of Sample Firms

Listed Data are not

The number Firm in Companies available Total listed

of listed Financial Excluding (including companies
Year companies on Institution the Financial the (Final

December 31 Industry Institution incomplete Sample Size)

(1) (2) Sectors data) (5)=(3)-(4)

(3)=(1)-(2) (4)

1994 389 78 311 79 232
1995 416 83 333 10 323
1996 454 91 363 11 352
1997 431 66 365 17 348
1998 418 63 355 15 340
1999 392 b7 335 10 326
2000 381 57 324 10 314
2001 382 59 323 14 309
2002 389 62 327 18 309
2003 408 64 344 6 338
2004 440 65 375 12 363
2005 468 68 400 9 391
Totals 4,968 813 4,155 211 3,944

To examine how the listed companies disclose segmental information,
each financial statement is analyzed by two evaluators’. The first evaluator
reviewed the financial statements and filled in a data sheet based on (a)
how the listed companies identify their segments (i.e. business segments,
geographical segments, or both), and on (b) the disclosures of segment
accounting information in particularly segment sales, segment margin and
segment assets to see how well listed companies comply with the existing
accounting standard. Then, the second evaluator review and audited the
data sheet.
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Table 3 reveals the number of listed companies reporting segment

information as a topic in the financial statements during 1994-2005. The

results show that the number of firms disclosing segmental information

has grown remarkably after the TAS No. 24 was effective in 1994.

Table 3: Disclosure Practices of Sample Companies

Segmental Information'

D Do Not Disclose

ata 1 Totals

Set | Multi-Segment | Single Segment Totals any Segme.nti

in Firms? Firms® Information
Year

Numbers % Numbers % Numbers 7 Numbers 7 Numbers %
of firms ¢ of firms ¢ of firms ° of firms ‘ of firms ¢
1994 70 30.17 29 12.50 99 42.67 133 57.33 232 100.00
1995 119 36.84 70 21.67 189 58.561 134 41.49 323 100.00
1996 152 | 43.18 79 22.44 231 65.63 121 34.38 352 100.00
@ 1997 172 49.43 70 20.11 242 69.54 106 30.46 348 100.00
1998 176 | 51.76 87 25.59 263 77.35 77 22.65 340 100.00
1999 188 57.85 88 27.08 276 84.92 49 15.08 325 100.00
2000 180 57.32 100 31.85 280 89.17 34 10.83 314 100.00
2001 197 | 63.75 92 29.77 289 93.53 20 6.47 309 100.00
2002 204 66.02 85 27.51 289 93.563 20 6.47 309 100.00
2003 227 67.16 94 27.81 321 94.97 17 5.03 338 100.00
2004 245 [ 67.49 103 28.37 348 95.87 15 4.13 363 100.00
2005 270 69.05 105 26.85 375 95.91 16 4.09 391 100.00
Totals| 2,200 (55.78( 1,002 | 25.41 | 3,202 | 81.19 | 742 18.81 | 3,944 | 100.00
Notes: ': Firm reports segment information in a topic of “a summary of significant accounting

‘ Nida10

policy”, a topic of “segment information”, a topic of “disclosure of sectoral operation”,

a topic of “data by division”, or a topic that have similar meanings in the notes of

financial statement.

. The “multi-segment firms” group consists of firms that report their operations having

more than one segment (e.g. industry segments, geographical segments, or both industry

and geographical segments) and have to disclose financial information (such as sales,

segment results, or segment assets employed).

only one segment.
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. Firm does not report segment information as a topic in the notes of financial statement.
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The proportion of firms that disclose segmental information has
increased dramatically from 43 percent in 1994 to approximately 96 percent
in 2005. In 2005, out of 391 firms, 270 firms disclose multi-segment
information, 105 firms disclose single segment information and 16 firms
do not provide any segment information. The major difference between
“single segment firms” and “firms that do not disclose any segmental
information” is that the first one refers literally to segment reporting or
discloses only one segment, while the latter means the group that does not
mention anything about segment reporting. It is highly possible that
firms that do not disclose any segment information are the entities that
operate only in one business or geographical area. For further analysis,
this study combines the number of single segment firms with the number
of firms not disclosing any segment information as a topic in notes of
financial statements and finds that the proportion of listed companies
presenting information by multi-segments is increasing each year as

presented in Figure 1.

Figure 1: Percentages of Listed Companies Reporting Multi-Segment Information in
Notes of Financial Statements (1994-2005)
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Source: Table 3
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Figure 1 shows that since the year 1998, the percentages of firms
which report multi-segmental disclosures have been higher than the
percentages of firms which claim to operate in one segment. The results
imply two possible explanations. The sample firms have increasingly
diversified their operations into different industries, or otherwise the
important role of segment reporting has been realized and implemented
after being issued for a period of time.

The study further investigates the multi-segment firms and finds
that those firms identify their segments using various formats, such as
industry (or line of business format), geographical format, and both industry
and geographical format. In addition, the results show that some firms
report their segment information under the name of its company and
subsidiaries especially during the first few years after the TAS No. 24 was
promulgated. The results of multi-segment classification are shown in
Table 4.

@ The results in table 4 reveals that the proportion of firms disclosing @
segment reporting as business segments, geographical segments, and
both dimension is quite stable across the year. During 1994-2005, roughly
48-57 percent of firms which disclosed segments in financial statement
claimed to operate in more than one business segments. Approximately
22-31 percent disclosed geographical segments and about 11-18 percent
disclosed both business segment and geographical segments. These
results show that more companies decided to disclose their segmental
information by industry lines rather than by geographical areas. The number
of those firms which define their segments using the company and
subsidiaries decreased continuously from 11.76 percent to 2.22 percent

from 1995 to 2005, respectively.
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Table 4: The Nature of Segmental Disclosures of Multi-Segment Firms

Industry/Line- Geographical Both Industry Company Total
of-business Format and Group?

Data Format Geographic

Set in Format

Year (Firms) (Firms) (Firms) (Firms) (Firms)

Numbers % Numbers % Numbers % Numbers % Numbers %
of firms of firms of firms of firms of firms

1994 35 50.00 19 27.14 11 15.71 5 7.14 70 100.00
1995 63 52.94 26 21.85 16 13.45 14 11.76 119 100.00
1996 78 51.32 43 28.29 16 10.53 15 9.87 152 100.00
1997 90 52:33 48 27.91 20 11.63 14 8.14 172 100.00
1998 95 53.98 47 26.70 20 11.36 14 7.95 176 100.00
1999 104 | 55.32 50 26.60 23 12.23 11 5.85 188 100.00
2000 103 57.22 47 26.11 24 13.33 6 3.33 180 100.00
2001 106 53.81 62 31.47 24 12.18 5 2.54 197 100.00
2002 104 | 50.98 61 29.90 32 15.69 7 343 204 100.00
2003 108 47.58 70 30.84 40 17.62 9 3.96 227 100.00
2004 120 48.98 77 31.43 42 17.14 6 2.45 245 100.00
2005 140 |51.85 81 30.00 43 15.93 6 2.22 270 100.00
Totals| 1,146 [52.09( 631 28.68 | 311 14.14 | 112 5.09 | 2,200 | 100.00
Notes: 1. Listed companies report segments as companies’ name, or business segments

“geographical segments” as the distinguishable components of an enterprise
engaged in operations in individual countries or groups of countries within
particular geographical areas as may be determined to be appropriate in an

enterprise’s particular circumstances. The results of how listed companies

plus the group of subsidiary companies. Those companies cannot be exactly
classified into which types of segment (business segments, geographical

segments, or both).

report geographical segments are presented in table 5.
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Domestic/In GSpeciﬁc q Specific S'pecific. City

Var | o | SomNe | ol | e | g
Countries Basis? Countries other %i ties)
1994 28 0 1 1 30
1995 39 0 2 1 42
1996 51 2 3 3 59
1997 58 3 4 3 68
1998 61 1 4 1 67
1999 65 2 4 2 73
2000 62 1 6 2 71
2001 75 2 7 2 86
2002 76 6 9 2 93
2003 92 8 7 3 110
2004 99 9 8 3 119
2005 101 11 9 3 124
Totals 807 45 64 26 942
\Notes: ': Specific geographic continent basis includes firms identifying segments with

a hybrid of Thailand and continent.

The data in table 5 combined the number of firms which report segment

reporting as geographical formats and that of firms which report based on both

geographic area and business format.

Table 5 reports that most companies accounting for 82 percent

in 2005 define their geographical segments broadly as “Domestic (in

Thailand)” and “in foreign countries” rather than reporting details of

countries or specificities. A few listed companies (or 10 percent

approximately) identify their segments as individual countries or groups

of countries within particular geographical areas”. Only 2 percent in 2005

report segments as city. It is possible that the operation in each specific

country is not considered “material” because the size of business is less

than the ten percent threshold. Paragraph 14 of the TAS 24 provides

‘ Nida10
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general guidelines that the materiality of the segment could based on
ten percent of consolidated revenue, operating profit or total assets.
Allowing management to exercise its judgment to choose its 10 percent
threshold increases flexibility but it could result in inconsistency in
segmental disclosures among firms in the same industry. In addition,
paragraph 10 of the TAS No. 24 provides explanation that a firm could
disclose domestic sales and foreign sales separately. This leads some
firms to minimally disclose geographical segment only as “in countries/
Thailand” and “in foreign countries” rather than disclose sales in individual
country. The other possible explanation for such a board disclosure is that
managers may want to avoid releasing crucial competitive information
(i.e. market or production locations) to the public including competitors.
It is questionable that identifying board geographic areas would make
segmental information become less meaningful to the financial statement
users.

The study also examines whether the sample discloses the accounting
items required by the TAS No. 24 by classifying firms into seven groups
based on the information that they disclose as follow: (a) only segment
sales (or revenues); (b) only segment results (earnings); (c) only segment
assets; (d) both segment sales (revenues) and segment results (earnings);
(e) both segment sales (revenues) and segment assets; (f) both
segment results (earnings) and segment assets; (g) all of three main
accounting items required by TAS No. 24. The empirical results are
described in Table 6 panel A, B and C depending on each reportable
format (i.e. industry/line-of-business format, geographical format,

and both respectively).
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Table 6 indicates that the disclosure practices of the entire sample
and focuses on three main accounting items: (a) segment sales, (b) segment
earnings, and (c) segment assets.

Panel A indicates that approximately 20-38 percent of sample firms
disclosing segments by using only industry/line-of-business format fail
to fully compliance with TAS No. 24 by not disclosing all three accounting
information items. Panel B suggests that roughly 58-82 percent of sample
firms disclosing segments by using geographical format fail to fully
compliance with accounting standard relating segment reporting. Finally,
Panel C of Table 6 presents that a majority of sample firms disclosing
segment by using both industry/line-of-business and geographical format,
specifically geographic side, fail to fully compliance with accounting
standard relating segment reporting.

All three panels show that most firms disclose segmental sales and
are not likely to disclose segment profits and segment assets. Although
TAS No. 24 requires companies to disclose segment revenue, segment
income, segment assets, some companies express their concerns that
disclosing segmental income could endanger its business once the trade
counter party finds out segment profit margin. Disclosing performance by
product line or geographical area may highlight opportunities previously
unknown to competitors, thereby undermining a company’s competitive
advantage. Segment disclosure may also weaken an enterprise’s competitive
position, if more detailed information is made available to competitors,
customers, suppliers, and others. Once too much information is revealed,
the company could lose its power of negotiation. This leads management
to withhold of certain segment information or to utilize broad, vague
segment groupings. For example, a company in the textile sector
indicates in its notes to financial statements of 1999 and 2000 that “the
company could not disclose net assets and profit from operations according
to sectors because this information is of vital importance to the company’s

business interests.”
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The problems of reporting segment assets may also result from the
fact that a firm employs common assets which are shared by two or more
segments. TAS No. 24, paragraph 18 addressed this issue and suggests
that these assets should be allocated between or among segment by a
reasonable basis. The subjectivity and difficulty of asset allocation could
hinder the segment asset disclosure.

Taken as a whole, most listed companies still have poor segment
reporting compliance with the TAS No. 24, specifically firms reporting
segments by geographical area (as presented in Panel B and C). Regardless
the reasons of poor disclosure compliance, the findings of this article
should be of concern to both the ICAAT and the SEC.

5. Implication and Conclusion

Though the TAS No. 24 segment reporting standard has been issued
for ten years, there is empirical evidence that the Thai companies do not
fully comply with the standard. What could be the reasons behind the
shortfall practices? What should be done to improve the level of
compliance? The situation could be discussed from three perspectives, the
standard itself, the companies complying with the standards, and the
regulation.

The failure to comply with the TAS No. 24 could due to ambiguous
wordings and the firms need to exercise management discretion when
applying the standard. With this respect the ICAAT has drafted the TAS
No. 50 Segment reporting which hopefully would improve the ambiguity
of the standards and provide a clearer guideline to identify segment.
However, the TAS No. 50 is based on management approach, risk-
rewards approach, which still needs management judgment when
defining segments. It is the intention of the International Accounting
Standard Board (IASB) to issue the standard that is flexible for different
types of business assuming that management should know the best way to

assess risk and performance of the company. It is adequate to say that the
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issuance of the TAS No. 50 could partly help improve the segment
disclosure, but may not eliminate all the problems regarding the
interpretation and exercising of judgment on some issues.

The most important party here is company which is subject to
comply with segment reporting standard. Given that the finest standard
is imposed, if the firms perceive that cost of segment disclosures, both
out-of-pocket costs (i.e. preparation cost) and opportunity costs (i.e. cost
of losing market share or negotiation advantage etc.) is out weigh the
benefits from segment disclosure, the firms would unlikely report
segment information.

The regulators including standard setter and policy makers need to
assess and prioritize what is really matter to Thai business environment,
the acceptance among world community regarding complying with the
international standards, the competitive advantages of business in Thailand,
or the sake of the financial statement users. Can we achieve all of these
somehow? This is the issue to be decided.

The areas that should be further investigated are the motivation of
firms to disclose or withhold segment information, and the benefits or the
usefulness of the segment information to the financial statement users.
The results of the study could help provide guidance on the direction on

the segment reporting in Thailand.

Footnotes

“The ICAAT has been reorganized and renamed the Federation of Accounting Professions
(FAP).

*Although the ICAAT issued TAS No. 50, Segment Reporting, to substitute TAS No. 24
in the year 2000, it is appeared that TAS No. 50 is delayed to formally pronounce as one of
accounting standard (under the Accountancy Act B.E. 2543, TAS must be approved by the
Ministry of Commerce in Thailand (MOC) and placed into law before companies are
required to adopt each standard).

*The authors request some notes to financial statements in the year 1994 directly from the
listed companies
“The names of data sources are difference, but the data are the same kind, because the data
are financial statements which listed companies submit to the SET and SEC
*The first evaluator is one of the authors and the second evaluator is a certified professional
accountant with progressively working experiences more than ten years
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Assessment of the Universality of a Model
of Individual Creativity and Organizational
Innovativeness

Asst. Prof. Nittaya Wongtada, Ph.D.*
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Abstract

Research suggests that workplace social environments affect
employee creativity and organizational innovativeness. Most
research has been conducted in developed country contexts. This
paper reports on studies conducted in two developing nations:
Egypt and Thailand. The results lend support to the universality of
a model derived from the current literature. This model indicates
that organizational atmosphere and organizational support are
positively related to both individual creativity and organizational

innovativeness.

*School of Business, National Institute of Development Administration
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The objective of this study is to test whether or not primarily U.S.-
based theories and empirical findings concerning employee creativity and
organizational innovation apply in other cultural settings, in particular,
in Egypt and Thailand. Such an investigation is warranted because as
globalization and the removal of protective trade barriers proceed, firms
in emerging markets must develop expertise and improve their
competitiveness. They need to be more creative and innovative if they are
to succeed in today’s increasingly knowledge-based global economy.

The paper is organized as follows. First, we review the relevant
literature and develop a model of individual creativity and organizational
innovativeness. Next, we explain the methodology of the Thai and Egyptian
studies. We then present details of our statistical analyses, followed by

a discussion and conclusion.

Literature Review

Creativity is usually conceptualized as a necessary prerequisite for
innovation. Knowledge and learning begin with the individual employee
(Gomez and Ranft, 2003) and therefore, in this study, creativity
refers to individual employee creativity. Creativity is a function of an
individual’s domain-relevant skills (factual knowledge and technical
skills in a particular knowledge domain) and creativity-related skills
(cognitive style and work style) (Amabile, 1996). Amabile and her
colleagues (Amabile, 1988, 1996; Amabile et al., 1996) have demonstrated
that whatever an individual’s competencies in a particular knowledge
domain and whatever creative-thinking skills an individual might
possess, a person’s social-environmental working conditions can
significantly detract from or enhance the level of his/her creativity at
work.

The context in which an individual employee performs work

influences his/her internal motivation, which then, subsequently, influences
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creative achievements. The literature suggests that creative work is
influenced by two primary groups of contextual factors which we label
here, Organizational Atmosphere and Organizational Support.

Organizational Atmosphere: Organizational Atmosphere includes
the following features of an organization’s social-environmental context:
care for employees, employee commitment, a fun and enjoyable atmosphere,
risk-orientation, and the openness of communication. Cultures with a quality
of “care” facilitate organizational members’ communication and sharing
of knowledge (Von Krogh, 1998), which can then improve their creative
output. Von Krogh et al. (2000) found that creativity was enhanced by
organizational atmospheres that reflected trust and a general impression
of care. Wheatley’s (1999) term “positive affect” refers to the energy that
can flow through an organization via healthy relationships: relationships
where people listen and speak honestly to one another, work well with
diverse members, are trusted with information, and honor collaborative
efforts. Positive energy results in increased productivity, personal
satisfaction, and creativity. Thus, cohesiveness and cooperation are
antecedents to creativity.

Organizational Support: Organizational Support refers to the
emotional and functional support provided by supervisors to their staff,
and employees’ willingness to share expertise, ideas, and responsibilities
in the creative process. Supervisory support and encouragement
discriminated between high and low creativity projects (Amabile et al.,
1996). Supportive supervisors show concern for an employee’s feelings
and needs, encourage employees to voice their own concerns, provide
positive, primarily informational feedback, and facilitate employee skill
development (Deci and Ryan, 1987). As well as supervisors, coworkers
possess the potential to impact employee creativity (Woodman et al.,
1993). Farmer et al. (2003) found that when Taiwanese employees
perceived that coworkers expected them to be creative, their role identities

as creative employees were stronger.
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Organizational Innovation: The factors that underlie enhanced
individual creativity might differ from those that promote organizational
innovation. Clearly, individual creativity and organizational innovation
are closely interlinked systems, with individual creativity being the most
crucial element influencing organizational innovation, but not by itself
sufficient (Amabile, 1988). West (2002) cites a study in which goal clarity,
a feature of Organizational Support, predicted success at all stages of the
innovation process. Organizational cultures that stress a carefully balanced
combination of both autonomy and collaboration appear more likely to
generate innovative products (Mumford, 2000). Innovativeness requires
an organizational culture in which variation is accepted.

Based upon the above evidence from the literature review, we propose
the following hypotheses to test a model of individual creativity and

organizational innovativeness, as diagrammed in Figure 1:

H1: Organizational Atmosphere is positively related to Individual Creativity.

H2: Organizational Atmosphere is positively related to Organizational Innovativeness.
H3: Organizational Atmosphere is positively related to Organizational Support.
H4: Organizational Support is positively related to Individual Creativity.

Hs5: Organizational Support is positively related to Organizational Innovativeness.

He: Individual Creativity is positively related to Organizational Innovativeness.

Figure 1 The Relationship between Organizational Factors, Creativity and Innovativeness

H2

Organizational
Atmosphere
(0A)

Organizational
Innovativeness
(On

Individual
Creativity (IC)

Organizational
Support (OS)

H5
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Methodology and Results

The empirical study involved the administration of a self-completion
questionnaire to employees at all staff and managerial levels in organizations
in Cairo, Egypt (2004) and Bangkok, Thailand (2005). The organizations
were purposively selected to represent public and private sector firms and
a variety of products and services. In Cairo, the chief executive at each
organization was visited and asked to distribute the self-completion
questionnaires such that a representation of employees from all departments
would be obtained. A total of 240 questionnaires were dropped off and,
after 10 days, 202 usable questionnaires were collected, giving a response
rate of 84 percent. Departments representing a cross-section of the
organizations (including operations, sales, finance, inventory and technical
support) were used in this study.

A similar “drop-off, pick-up” process of data collection was
employed in Bangkok. Thai managers from the same industries selected
for the Egyptian sample and who were enrolled in executive MBA programs
at the National Institute of Development Administration (NIDA) in
Bangkok, were asked to distribute the questionnaire to their staff and
peers until a quota of 202 usable questionnaires (matching the Egyptian
sample size) were returned.

Creativity was operationalized as an individual’s perceptions of
his/her creativity-related endeavors in the workplace, such as seeking
new ideas, trying to be as creative as possible, learning new skills, and
being intrinsically motivated to do creative work.

The measure comprised of nine five-point Likert scales.
Organizational Atmosphere, Organizational Support, and Organizational
Innovativeness were also operationalized as an individual employee’s
perceptions of these characteristics of his/her organization, and were

measured using a series of scales.
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For each country, the questionnaire was translated from English into
the Egyptian Arabic dialect or Thai, as appropriate, using a combination

of back translation and parallel translation.

Statistical Analyses

The statistical software package, AMOS, was employed to perform
confirmatory factor analysis (CFA), which tests the theoretically derived,
hypothetical structure of factors.

To establish the conditions necessary for comparing structural
equation modeling between these two countries, the measurement method
was examined using the procedure developed by Steenkamp and
Baumgartner (1998) and Byrne (2001) and adopted by Kilbourne et al.
(2004).

The first step in invariance testing is to estimate the model for
each group separately. If individual variables in both countries are not
correlated with their individual factors, these variables have to be removed
(Hair et al., 2006). Next, equality constraints are imposed successively
for configural (number of factors), metric (scale of measurement) and
scalar invariance (intercept) of the measurement model for both Egypt
and Thailand. To assess model fit as well as invariance in the measurement
model, we relied on several commonly used model fit criteria to assess the
degree to which the structural equations fit the sample data, for example,
CMIN/df (chi-square/df) where a value near 2.00 was considered adequate
(Arbuckle and Wothke, 1995).

Based on these recommended processes, the final sets of measures
are shown in Table 1. The estimates of internal consistency, Cronbach’s
alpha coefficients, are also provided. The composite factor reliability
coefficients shown in Table 1 are close to the traditional acceptable
value of 0.70, except for IC (.61 for Egypt and .67 for Thailand) and OS

(.66 for Egypt and .67 for Thailand). However, a minimum Cronbach’s
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alpha of 0.60 is adequate for new measurements and exploratory research
(Hair et al., 2006). Consequently, all of the factors were judged as being
reliable for this study.

Table 1 Constructs and Composite Reliability

Standardized
Factor Loading

Construct
Reliability

Constructs and Items

Organizational Innovativeness (OI) 0.82 0.80
(OI1) New ideas are always being tried out in my organization. 722 .806
(O12) In my organization, lots of ideas are generated. 845 .808
(O14) Compared to other organizations in my country, .864 .834

my organization is one of the most innovative.

(OI5) My organization regularly introduces new products/services 737 .700

into the market place

Individual Creativity (IC) 0.61 0.67
(IC1) T am creative when working in a team. 612 716
(IC2) My boss feels that I am creative in my job. 137 673
(IC8) T experiment with new approaches to doing my job. 707 .699
(IC4) T am on the lookout for new ideas from all the people 6567 740
with whom I interact as part of my job.
Organization Support (OS) 0.66 0.67
(0S1) My supervisor always encourages me to learn new things. 790 769

(0S2) My supervisor frequently consults me to ask for my opinion 172 171

before making decisions.

(0S4) In my organization, people don’t usually share information 440 436
with people in other workgroup unless they see an advantage

for their own work group. (R)

(0S5) At work, I feel that I have a responsibility to share 763 801
my expertise with others.
Organizational Atmosphere (OA) 0.72 0.69
(OA1) I enjoy doing my work so much that I forget other things. 463 .588
(OA4) There is free and open communication in my organization. 786 811
(OA6) In my organization, there is an atmosphere of caring about .807 .683

building up employee’s skills and expertise.

(OA7) The members of my workgroup feel a strong sense of .848 789

commitment to working for our organization.

(R) Scale has been reversed for further analysis.
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Estimation of the Path Model: In assessing the hypothetical model,
we tested whether the same factor model holds for each of the countries.
The first test was to allow the causal relations among constructs to be
freed but to constrain those results based on the measurement model
invariance tests performed earlier. That is, all measured parameters in a
constrained model are set to be equal across all groups except for those
relaxed (i.e., those allowed to be different) during the prior assessment
of measurement model invariance. The subsequent tests constrained
all measurements as well as structural relations to be equal in order to
determine the extent to which structural relations are different in these
two countries.

As the results show in Table 2, the data from both countries fit the
proposed model adequately. The fit of the completely constrained model
was good. The indices for CMIN/df are close to 2.00. The values of TLI
and CFI generally are above 0.8. The RMSEA is less than 0.05. The
conceptual model, then, appeared to fit each group well (Kline, 2005).
This is strong evidence that the proposed model fits the situation in both
countries equally well. In addition, the relationships of all constructs as
hypothesized in the model are statistically significant. The t-test results
for H1 to He are significant, at less than 0.001 (see Table 3). All hypotheses
are supported.

Table 2 Overall Fit Indices for the Proposed Conceptual Model

X2 df CMIN/df  TLI CFI1 RMSEA

Multiple groups:

Combined measurement weights 435.89 224 1.95 .90 .90 .05
and measurement intercepts

Add: Constrained structural weights 437.89 228 1.92 .90 .90 .05
Add: Constrained structural covariances | 444.41 229 1.94 .90 .90 .05
Add: Constrained structural residuals 447.00 232 1.93 .90 .90 .05
Add: Constrained measurement residuals| 507.97 250 2.03 .90 .88 .05
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Table 3 Hypothesis Tests Using the Results from Multiple-group Analysis*

Standardized p-
values

Hypotheses Relationships path
coefficient

H1 Organization Atmosphere - 27 .00 Supported

Individual Creativeness

H2 Organization Atmosphere - .20 .00 Supported

Organization Innovativeness

H3 Organization Atmosphere = 91 .00 Supported

Organization Support

H4 Organization Support - .56 .00 Supported

Individual Creativeness

H5 Organization Support > 42 .00 Supported

Organization Innovativeness

H6 Individual Creativeness - .33 .00 Supported

Organization Innovativeness

* Except those were freed during the test for invariance, all parameters were constrained
to be equal for both countries.

Discussion

Our results support previous studies that demonstrate the influence
of social environments on individual creativity and innovation. The results
confirm the model in Figure 1 which is derived from the extant literature.
They suggest that the universality of this model extends to developing
country work environments such as those in Egypt and Thailand. For
example, in Egypt and Thailand, Organizational Atmosphere and
Organizational Support, our constructs represent important aspects of an
employee’s work environment, and are positively related to Individual

Creativity and Organizational Innovativeness.
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The strong influence of OA (care, commitment, fun, risk-taking,
open communication) on OS (supervisory support, willingness to share)
and the fact that the direct effect of OS on IC is larger than that of OA on
IC might be associated with cultural characteristics such as collectivism
and power distance in Egyptian and Thai societies and workplaces. Power
Distance (the acceptance of inequality of personal power and wealth as
normal) (Hofstede, 1991) in both Egypt and Thailand is high, with Egypt,
as an Arab country, being even higher in Power Distance than Thailand:
subordinates do not challenge their superiors’ ideas during the elicitation
stage.

In Thailand, for instance, it is expected that the right to make decisions
is derived from a person’s social position within the company (Sheehan,
1996; Swierczek and Onishi, 2002 ). Thai employees believe that since
their superiors are qualified for the top positions, they possess certain
knowledge, wisdom or experience, which goes beyond that of their

@ subordinates (Holmes and Tangtongtavy, 1995). @

In Egypt, a “coercive” style of management is common (Bakhtari,
1985) which involves giving clear instructions to subordinates without
listening to, or permitting much subordinate input. Because compliance
and obedience are expected, Arab firms are usually extremely formalized
and bureaucratic. Employees are unlikely to take initiative. Trompenaars
and Hampden-Turner (1998) argue that in countries with large power
distances, dependence on powerful people is a basic need which can be a
real motivator. Egypt and Thailand differ on Hofstede’s Masculinity
dimension, with Egypt being more masculine and Thailand being more
feminine.

Thailand’s combination of high Power Distance and Femininity
represent authority and tenderness while Egypt’s high Power Distance
and Masculinity represent unequality and toughness, similar to the
“machismo” culture of Latin America (Hofstede, 1991). Thus, we can
conclude that the underlying reasons for the reliance on supervisors and

respect for their authority, and the expression this authority takes, might
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differ between Egypt and Thailand, but the outcome is similar: a positive
organizational atmosphere might not be sufficient to promote individual
creativity; the support and encouragement and goal direction of supervisors

is an essential component.

Conclusion

Organizational innovativeness is created collectively by employees
themselves, their superiors and their environment. The results of this
research support the universality of a model of individual creativity and
organizational innovativeness that is embedded in social-environmental
working conditions. In developing countries like Egypt and Thailand,
supportive environments especially at the corporate level, will foster
innovativeness. The efforts of individuals as well as those of supervisors
will have less chance to be successful in the absence of organizational
support and a positive organizational atmosphere.

Individuals in these countries are not familiar with the “can-do”
attitude of those in developed nations where a person often thinks he/she
can change the world. Creativity and innovation might require a “culture”
that is very different from one that encourages cohesion and loyalty. For
example, given a positive organizational atmosphere, creativity, in the
sense of suggesting original ideas, can still be stifled by conformity
pressures.

Without this positive atmosphere and organizational support,
employee creativity is less likely to boost the innovativeness of the
organization. Moreover, the sole effort of immediate supervisors will not
automatically lead to organizational innovativeness. Only when their
efforts are felt by their subordinates will their impact on organization
innovativeness materialize. Supervisors will depend on a signal from the
top before they make things happen. Both supervisors and subordinates
need strong support from the top management. Otherwise, they will see

risks in initiating anything new or will not see any benefit in doing so.
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