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Student Readiness for Online Learning during the COVID-19 Pandemic

UMY INTTUTEIEE]

Anongnad Petchprasert

Abstract

This paper presents the student readiness for online learning during the pandemic. The
results reflect some factors related to individuals’ perceptions of distance learning in the state of
emergency which will be useful for the teaching practices in the future. The respondents were 69
English-major students at a university in Bangkok, Thailand. An online questionnaire was used to
examine their background information about the uses of electronic devices in online leaming,
perceptions of online learning as well as factors that were associated with an online learning
environment. Overall, a majority of the participants were ready for online learning as they were
willing to participate in online discussions and activities and to complete their assignments with
computer skills.

Keywords: online learning; COVID-19; perceptions of online learning; computer skills; Thailand

INTRODUCTION

Institutions and millions of students worldwide have been affected by the fast-spreading
pandemic of Coronavirus or COVID-19. Educators and learners have been striving to face new
challenges to carry out online classroom teaching during the outbreaks. Like every country
around the world, the Thai government has publicized policies for institutions in higher education
and schools across the country to immediately respond to the shift into online classes. In
particular, instructional management at universities have canceled in-person classes in some
universities in Bangkok where many infected cases have been found. In such a state of
emergency, it leads to one of most concerns is “student readiness for online learning.”

By focusing on student readiness, there are many factors considered to be taken into
account and put them as priorities in conducting online learning in higher education. The present

study, partially in line with Martin, Stamper, and Flowers’s theoretical framework (2020), focused
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on student readiness for online learning instruments and the four common constructs emerged in
distance learning: technical skills, personal commitment, and motivation. This framework
emphasizes the skills and other factors that can be used as the indicators of student readiness
for online education. Besides, this study would provide significant implications for pedagogy and
research in the future. Pedagogically, determining student readiness in an online learning
environment would help instructors gain better understanding that might be useful for future
teaching and learning design. Theoretically, the findings will contribute to the growing body of
research on factors associated with student readiness for remote teaching and learning.

The following section presents the literature review on the COVID-19 pandemic in Thailand
and how higher educational institutes have coped with the outbreak as well as the factors related

to student readiness for online learning platforms.

LITERATURE REVIEW

It has been decades that online learning has been widely used in higher educational institutions
across the world. Online learning provides considerable resources in electronic learning
technologies including applications or software. They are adaptive learning management systems
and educational technology options for teaching and learning to facilitate online courses and
online student collaboration (Martin, Stamper, & Flowers, 2020; Moore, 2013).

In line with the student readiness for online learning during the COVID-19 pandemic, the
present study thus investigated students’ perceptions of their readiness for online learning,
electric devices students used in response to online learning environment and the factors
including technological skills, personal commitment, and motivation which are associated with

online education.

The COVID-19 pandemic and higher education in Thailand

In the Thai context, online learning has been increasing dramatically during the COVID-19
pandemic which is a sudden shift of the uses of technologies in Thai higher education. Online
courses require students to consider new ways to prepare, organize, engage, and complete

course requirements as well as urging students to use higher levels of independence and self-
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direction. In Thailand, the direct impacts of COVID-19 on higher educational institutions have
been through evaluation implemented by the Thai government to reduce the spread of COVID-
19. According to the state of emergency, colleges and universities were closed from March 18th
2020. These mandates coincided with the start of the primary and secondary school summer
break and the target university in the present study (typically from early March to mid-May),
leading to plans for onsite, online, or blended learning for the 2020/21 academic year developed
by the Ministry of Education. In doing so, the target university had provided online classes with
videos of each class lecture for students to learn at their own convenience.

Since remote learning plans have been announced to be used in many institutions,
concerns to which electric devices available for students to use in online learning environments
as well as abilities to access Internet resources were raised and brought to educators at
universities to promptly prepare. According to the results from a survey conducted by the National
Statistical Office of Thailand in April 2020, approximately half of respondents (50.8%) reported
that they did not have desktops, laptops, or tablets. Inadequate or no Internet access at home
was critical (26.3%). Since the school closure was in the summer break, students did not receive
training on using technology for remote education. Besides, such a swift change in teaching
medium was also tremendously challenging for lecturers (Kenan Foundation, 2020). As a result,
this initially potential move to online education has highlighted the importance of digital
technology in response to the state of emergency during the outbreak as well as describing the
various abilities of students to access online education. Consequently, technological skills,

personal commitment, and motivation to learn are crucial in online education.

Students’ perceptions of their readiness for online learning

Online learning is also known as e-learning, remote learning, or in some cases distance learning.
Itis tremendously important in higher education across the world. Online learning has contributed
to a significant increase of its uses for several reasons such as reducing cost of study, promoting
students’ learning opportunities (O’Donoghue, 2004), and reducing risks of COVID-19 infection
(Petchprsert, 2020; United Nations, 2020). According to Warner, Christie, and Choy (1998),

student readiness for online learning can be defined as students’ confidence in using different

MIUTERNENINNTIEAUNALAE IR Used U w.e.2565

National and International Conference 2022



kinds of technology, Internet, and especially computer-mediated tools for communication in online
learning with their engagement in their autonomous learning. Consequently, the concepts of
students’ perceptions and their readiness for online learning have also shed a great deal of light
during the COVID-19 outbreak worldwide.

Students’ perceptions of online learning have been considered as most available option
under social distancing and quarantine policies (Lei & So, 2021). The perceptions are commonly
shown in the two different sides: benefits and drawbacks (Kimiloglu et al., 2017; Mukhatar et al.,
2020). In terms of benefits of online learning, Kimiloglu et al. (2017) found that it is flexible to learn
anytime and anywhere, encourages self-directed learning, saves time, and minimizes travel cost.
Likewise, Mukhatar (2020) found that online leaming is flexible and effective for teaching and
learning, administration, and accessibility. Students also become self-directed learners, which is
important for lifelong learning. Regarding the drawbacks of online learning, Chakraborty et al.
(2020) stated that before the pandemic, universities in several countries were not ready for a
complete shift to online education.

Along with students’ perceptions, it is indispensable for educators to investigate the
student readiness for online learning during the pandemic. Several researchers have studied
student readiness for distance learning (Chung et al., 2020; Martin, Stamper, & Flowers, 2020;
Tang et al., 2021). Individual readiness is an important element in using online applications as
they are now commonly used among college students and becoming a daily culture for almost
every student at all ages. Recently, mobile applications have been used in communication and in
online education. In Asia, the uses of applications have positive effects on providing students
some platforms for socializing, sharing information, and communicating (Chen, Wang, Kinshuk,
& Chen, 2014; Sweeny, 2010).

To sum up, the COVID-19 pandemic has forced higher educational institutions to
suddenly modify their teaching and learning strategies and adopt new technologies in online
learning environment. Students’ perceptions of their readiness for online learning have been
investigated to accommodate students learning during the pandemic and to respond to the

sudden shift from classroom-based education to online learning environment.

Technological skills, Personal Commitment, and Motivation
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The current study is partially in line with Martin, Stamper, and Flowers’'s (2020) theoretical
framework focusing on technical skills, personal commitment, and motivation. This framework was
considered and used in the present study since it was compatible and associated with the
teaching and learning circumstances happening during the time of the study.

In the context of Thai higher education, online learning has been increasing dramatically
during the COVID-19 pandemic which is a sudden shift of the use of technologies. Online courses
require students to consider new ways to prepare, organize, engage, and complete course
requirements. In terms of technical skills and competencies, several research on this aspect has
focused on the roles of computer skills and information seeking skills (Cho & Shen, 2013; Martin,
Stamper, & Flowers, 2020). Chomphuchart (2017) found that Thai university students frequently
used the Internet at home with the limitation of server capacity. Nevertheless, a large number of
Thai students reported that they were good at basic Internet applications. In terms of online
platforms used in Thai higher education institutions, zoom, Google Meet, Microsoft Teams, and
WebEx are commonly utilized (Somabat & Tuamsuk (2021). Since these platforms have been
widely used in higher education institutions in Thailand, both lecturers and students tend to be
familiar with and effectively use them in teaching and learning. In addition, Google Classroom is
a mutually beneficial system for lecturers and students accompanying videos of lectures for
students to study after class.

Many researchers have found that personal commitment is a factor that is associated with
students’ readiness for online learning (Sharp, L. A., & Sharp, J. H., 2016). Online instruction also
requires explicit and expected time commitment, and due dates for all required course
assignments (Bozarth, Chapman, & LaMonica, 2004; Terry & Doolittle, 2006). Besides, self-
discipline and self-time management are considered as personal commitment which have been
found essential to online education as students have to participate in asynchronous online classes
on their own time which seem to be challenging to those students.

In terms of motivation, Fagan et al. (2008) divide motivation into intrinsic motivation and
extrinsic motivation. For intrinsic motivation or internal motivation is vital to individuals’
spontaneous curiosity and exploration that drives individuals with a psychological force to do
something for their pleasure (Oudeyer & Kaplan, 2009). Extrinsic motivation or external motivation

is associated with a psychological force to achieve a goal to obtain a different consequence such
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as a prize or praise from others (Eom & Ashill, 2016). Both intrinsic and extrinsic motivation then
affect students’ learning outcomes (Fagan et al., 2008).

According to the outbreak of the COVID-19, online learning is no longer an innovation but
has become the norm in a majority of the universities in Thailand. Even though many studies on
student readiness for online learning have been conducted, it is important to examine how
students are being exposed to online learning and their perceptions of using online learning as a
medium of teaching and learning process these days. Factors such as technological skills,
personal commitment, and motivation have been investigated to determine students’
performances through online learning. In line with this research, the present study also examined
the students’ attitudes towards those factors in online learning.

The purposes of this study were to examine students’ perceptions of their readiness for
online learning during the first wave and the current situation in the COVID-19 pandemic, to
investigate students’ uses of electronic devices in response to an online learning environment,
and to examine the factors associated with their online education. The research questions were:

1. What are students’ perceptions of their readiness for online learning?
2. What are technological skills, personal commitment, and motivation that

students consider as important for their online learning?

RESEARCH METHOD
This research followed an explanatory research method with a quantitative data collection and

analysis. The data collection took place in the 2021 academic year at a university in Thailand.

Participants

The population in the present study was pre-service teachers from the Faculty of Education at
Ramkhamhaeng University, Thailand. There was participation attrition, with 87 beginning the
survey, and 69 completing it. These participants were pre-service teachers majoring in English.
They enrolled in the courses during the summer semester of the 2020 academic year and the first
semester of the 2021 academic year. Students’ background information shows that most of the
respondents were female (n = 49, 71%). Of the 69 respondents, over 60 percent reported that

they spent more than 6 hours using the Internet.
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Research instrument

An online questionnaire was developed for this study after reviewing the literature and surveys
(Martin, Stamper, & Flowers, 2020; Petchprsert, 2020; Warner, Christie, and Choy (1998). Experts
reviewed the survey questions and used the Iltem of Congruence (IOC) to validate the questions
related to technological skills, personal commitment, and motivation. The feedback from experts
was used to improve the questionnaire for the present study. This online questionnaire was
administered using Google Forms. The questions were developed to ask for information about
individual background information, uses of electronic devices, perceptions of online learning,

technological and computer skills, personal commitment, and motivation.

Data collection

The calls to participate in this study were initially posted on LINE groups which were of courses
offered for English major students at the target university. Interested participants were directed to
the consent form and the online survey. The consent form was on the first segment of the survey
and only people who agreed to participate would be directed to the survey questions. Participants
were asked to answer both close-ended questions and open-ended questions. The data from the
survey were kept anonymous. The quantitative survey data were analyzed using descriptive
statistics to summarize the data describing the uses of online applications, electronic devices,
and other factors related to readiness for online learning. Descriptive statistics (frequency and

percent) are reported at the item level.

RESULTS AND DISCUSSIONS
As previously mentioned, the data concerning technological skills, personal commitment, and
motivation were analyzed in response to the research question.

Of the 69 participants, it was found that 94 percent (n = 65) reported that they took online
courses during the first wave of the outbreak, compared with 60 respondents (87%) who took
online courses during the current outbreak slightly different. When the respondents were asked
about their first thing that came to mind about online learning during the first outbreak, the largest
number of the responses (n = 31, 45%) indicated that online learning saved their time on the road,
protected themselves from COVID-19 (n = 17, 25%), and saved their traveling expenses (n = 15,

22%). As compared to those results, a large number of the respondents reported that online
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learning helped them save time on the road (n = 35, 50.7%). The respondents were also asked
about the application (s) they used during these outbreaks. During the first wave of COVID-19
pandemic, the respondents used Google Classroom (n = 61, 88%), Google Meet (n = 59, 86%),
and zoom (n = 58, 84%) respectively, compared to the current pandemic that the majority of the
respondents used Google Meet (n = 57, 83%), Google Classroom, and zoom at an equal number
(n=48,69.5%). Agung et al. (2020) and Nartiningrum and Nugroho (2020) also found that Google
Classroom, zoom, and Google Meet were most selected by Indonesian students as their online
learning platforms. The results of this study also pointed out that the respondents have used
applications and studied online for nearly one academic year, so they perceived that English was
useful for their online learning (n = 69, 100%). A majority of the respondents reported that laptops
were mainly used for their online learning in both the first wave and the current outbreak (n = 36,
52.2%) and (n = 42, 60.9%) respectively. Likewise, Dello Stritto and Linder (2018) found that
students preferred laptops for accessing their learning management system and learning with
simulations. Since electrical devices are crucial for online learning, these results demonstrate that
the respondents were able to use their technical skills with their devices in their online learning.
To investigate research question 1, the responses regarding each item of perceptions are
shown in Table 1. The respondents identified their answers using TRUE, FALSE, or NOT

APPLICABLE to each statement.

Table 1: Perceptions of Readiness for Online Learning (n = 69)

Frequency
(n)
ltem Statement True False Not Applicable
(%) (%) (%)
1 | can participate regularly in online discussions and other 55 11 3
online class activities. (79.7%) (15.9%) (4.3%)
2 48 18 3
| can identify main ideas and analyze various types of texts.
(49.6%) (26.1%) (4.3%)
3 56 1 2
| am comfortable to learning in various formats of instruction.
(81.2) (15.9) (2.9%)
4 | am a self-directed learner who can achieve my educational 44 22 3

goals with minimal guidance from an instructor. (63.8%) (31.9%) (4.3%)
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5 | can express my ability through my writings and ask for 50 14 5

assistance when necessary. (72.5%) (20.3%) (7.2%)

According to Table 1, a majority of the respondents perceived that every statement was true about
themselves. Most of them were comfortable with different online teaching formats (n = 56, 81.2%)
and they were willing to participate in online class activities including online discussions. These
results were associated with feedback from the respondents, stating that they had electronic
devices and Internet connection. Therefore, they were ready for online activities. Likewise,
Phalitnonkiat et al. (2020) found that their students were confident in applying Internet and
computer mediated communication in online learning.

Over 70% of the respondents (n = 50) identified that they were able to express their ability
through writing assignments and asked for assistance when needed as they considered
themselves as self-directed learners (n = 44, 63.8%). Likewise, many studies found that
successful online learners seem to have higher self-directed learning in their study, leading to
academic success (Cho & Shen, 2013; Lin & Hsieh, 2001). The results also show that most of the
respondents took online courses at the time of survey, and it was not their first time experiencing
online learning, so they felt comfortable learning through online platforms.

All respondents were required to access online courses through various online platforms
such as Google Classroom, Google Meet, and zoom. Then, they were asked to identify the
technological and computer skills for online education (see Table 2).

Table 2: Technology Access and Computer Skills (n = 69)

Frequency
(n)
Item Statement True False Not
(%) (%) Applicable
(%)
1 | have access to a computer with an Internet 60 7 2
connection. (87.0%) (10.1%) (2.9%)
2 | have access to computer software that is necessary in 61 5 3
an online course. (88.4%) (7.2%) (4.3%)
3 | know how to use a computer and how to save and 63 4 2
locate saved files, create folders, and send an email (91.3) (5.8) (2.9%)

with an attachment.
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4 | have headphones, speakers, a webcam, and 58 8 3
microphone to use in a video conference such as (84.1%) (11.6%) (4.3%)
Google Meet and zoom.

5 | can use a web browser to search information on the 64 5 0

Internet. (92.8%) (7.2%) (0.0%)

According to Table 2, most of the respondents reported that they had a computer with Internet
connection (n = 60, 87%), accessed to computer software that were necessary for their online
learning (n = 61, 88.4%), and knew how to save files, create folders, and send email (n = 63,
91.3%). Over 80% of the responses indicated device ownerships (n = 58). Nearly 100% of the
respondents reported that they were able to use a web browser to search information (n = 64).
Through the utilization of technology, Dhawan (2020) also found that technology provided
innovative solutions at times of pandemic and helped people to communicate and work virtually.
Besides, ownership of computers with Internet accessibility is one of most important factors for
online learning (Allam et al., 2020).

To determine the respondents’ commitment and motivation, they were asked to identify if
each statement could describe themselves in the online learning environment (see Table 3).

Table 3: Personal Commitment and Motivation (n = 69)

Frequency
(n)
Item Statement True False Not
(%) (%) Applicable
(%)
1 | am confident in my ability to complete an online 46 17 6
course, regardless of my level of interest in the course. (66.7%) (24.6%) (8.7%)
2 48 16 5
| would describe myself as a self-motivated learner.
(69.6%) (23.2%) (7.2%)
3 | can complete my assignment even when there are 52 13 4
distractions. (75.4%) (18.8%) (5.8%)

According to Table 3, most of the respondents reported that they were confident to complete an

online course (n =46, 66.7%) as they identified themselves as motivated learners (n = 48, 69.6%).
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Likewise, several researchers have mentioned that students who are self-motivated or self-
directed tend to be successful in their online education (Caprara et al. 2011; Chang & Ho, 2009).
The results of the present study also show that over 70% of the respondents reported that they
were able to stay focused on their assignment even when they encountered some distractions.
Regarding concerns about student readiness for online learning, the respondents were
asked to write statement (s) about things that they were worried about the sudden shift to distance
learning. Of the 41 statements, the stability of Internet resources was their most concern over
online learning (n = 9, 21.9%). Some respondents mentioned their lack of student-teacher
interaction and communication during the pandemic (n = 8, 19.5%). This can be assumed that

some of the respondents used unreliable Internet resources.

CONCLUSIONS AND IMPLICATION

This study examined students’ perceptions of their readiness for online learning during the first
wave and the current COVID-19 pandemic. The factors associated with technical skills, personal
commitment, and motivation were also investigated.

Overall, the results of the study indicated the respondents’ positive perceptions of their
readiness for online learning during the outbreaks. Most of them reported that laptops were
preferred in their learning with a larger number of respondents using Google Meet, Google
Classroom, and zoom. The results also pointed out that a majority of the respondents were
comfortable with different online teaching methods, as well as willing to participate in online
discussions and activities. As they were confident in their technical skills to achieve their
academic goals through distance learning, the abilities to use computers were then considered
as a factor influencing their motivation and confidence in online education. While many were ready
for their online courses, some of the respondents were concerned about the stability of Internet
connection and ways to interact and communicate with their classmates and instructors during
the school closure. With the account of personal commitment and motivation to study online, many
respondents described themselves as self-motivated learners that was a crucial factor to
academic success in online learning. The limitations of this study should also be addressed in
future studies. First, the respondents in this study were pre-service teachers majoring in English,
so the results may be less generalizable to other contexts. Future research may recruit a larger

number of students from different fields of study. The results have implications for students who
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take online courses during the COVID-19 pandemic. In studies, researchers may examine
individual background and other factors that might affect student readiness for online learning
during the outbreak.
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Implementing an Accounting Shared Services Center:

The Case of SCG Corporate Accounting Office

Dej-anan Bungkilo, Chatrudee Jongsureyapart, Siroj Anomasiri
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Abstract

This research examines how SCG Corporate Accounting Office transformed its cost
center to value creation center. Specifically, the article objectives are to investigate 1) design,
implementation, and transformation processes, 2) organizational structure, mechanism, and
strategic management, and 3) value creation generated by SCG corporate accounting office.
Drawing on Eisenhardt (1991) and Yin (2009)’s a deep single case study approach, this study
obtained 3 types of data consisting of 1) document data from the Corporate Accounting
Department and document data from other sources that are reliable, 2) data from interviews with
executives, totaling 5 people and, 3) data from direct observations obtained from field notes. The
conceptual framework of this research is guided by change management theory and shared
service centers (SSC) concept. The results shows that SCG Corporate Accounting Office did not
move to change its organization quickly. A great deal of effort was required in the first two years
of communication and education to employees before establishing an accounting shared
services center because SCG managed its people with great care, and it did not lay off
employees. In this case, leadership is necessary contributed to effectiveness of design,
implementation, and transformation processes. Additionally, the findings indicate that the
organizational structure with a management team form of governance is influenced by original
SCG culture. Mechanism requires planning, people, and processes, with technology as the
accelerator. Finally, the research finds that SCG Corporate Accounting Office plays an important

role in creating value at the 1) individual level, 2) organizational level, and 3 profession level.

Keywords: Accounting Shared Service Center, Value Creation Center, SCG Corporate

Accounting Office

Introduction
The organizational structure of a for-profit organization was originally intended to divide the

line to delegate authority and responsibility to executives and employees at various levels. These
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may be referred to as departments, divisions, entities, or business units. The design of divisions
within such an organization can be divided into groups called responsibility centers can be
divided into 4 types: 1) revenue center, 2) cost center, 3) profit center, and 4) investment center.

From the above organizational structure, we can see that the accounting service is a cost
center whose main activities consist of serving other parts of the organization that is not profitable.
It is a business unit that only generates costs and expenditures, which makes the accountant's
role in this type of organization less important and the added value to the organization is limited.
Thus, the idea of converting cost centers like the accounting department into an organization
value creation center began in the early 1990s (Cacciaguidi-Fahy, Currie & Fahy, 2002). It is a
form in which an organization operates by merging common business functions with previously
separate divisions with independent operations in a subsidiary or subsidiary. Be a centralized unit
to deliver services to all affiliates by calling this shared service center (Ulrich, 1995).

For example, there is an accounting service that is responsible for accounting and
preparing financial statements. Specifically in a company for operations in the form of a joint
service center for supporting work, shared accounting services center has a major management
concept that is a form of pooling accounting personnel from all affiliates together. Provides
accounting services in a variety of dimensions for all national and international affiliates, divided
into 1) recording accounts, 2) reporting & analysis, 3) accounting system & process development
/ it supports, and 4) accounting professional standards & taxation.

The Shared Services Centre is a business tool to improve organizational effectiveness. More
precisely, the objectives of the Shared Services Centre are to 1) reduce redundant work, make
work efficiency, better services, increase customer satisfaction, 2) focus on improving the quality
of service, 3) reduce costs, 4) elevate the working standards and use modern technology to assist
workforces, 5) be able to move resources to carry out other tasks that constitute the core work,
and 6) provide flexibility in the event that new services or jobs are added.

To support change and stable business development, the Siam Cement Public Company
Limited has set up a central accounting service center as a shared services center. It provides
accounting support functions to Siam Cement's business units. Ideally, the Siam Cement had
adapted and modified the accounting business model by assigning a new role as a business
partner. Of the importance of the shared services center as mentioned above. Researchers are

interested in studying the research objectives as follows:
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Objectives
1. To study the design process of the SCG accounting shared services center, its
application, and the transition from a cost center to a value creation center.
2. To study the structure, mechanism, and management strategy of the SCG accounting
shared services center.
3. To study the value created by the Corporate Accounting Department (CAD), the Siam

Cement Public Company Limited (SCG Group).
Literature Review

Change management theory: change management is a systematic approach to the
transition or transformation of organizational objectives, processes or technologies. The goal of
change management is to implement strategies to bring about change, control change and help
people adapt to change. There are a number of models of change in the literature to guide and
instruct the implementation of significant organizational changes. Three of the best known are
Kotter's eight-step strategy model to transform organizations (Kotter, 1995), Jick's ten-step
tactical model to implement change (Jick, 1990), and General Electric's (GE) seven-step change
acceleration process model (Garvin, 2000).

Shared Service Centers (SSC) are management tools aimed at reducing the cost of an
organization. It is a cost reduction by using joint operations from multiple departments such as
the finance department, and the information technology department. customer service
department human resources department. This is usually a department that is a back office or a
support department. Based on previous research, different types of incentives were explored
when allowing organizations to establish a shared service center. Two of the main motivations
that drive an organization to move from a status quo model to a co-operative center are put in
place. First, economic factors, that is, they establish joint service centers to reduce operating
costs (Cooper, Holderness, Sorensen, & Wood, 2022). Second, strategic incentives, to improve
the quality of operational management and improve work processes to be able to compete with
competitors (Downey, & Westermann, 2021).

Research methodology
The research method used in this study was a deep single-case study. The unit analysis

is the Corporate Accounting Department, the Siam Cement Public Company Limited. The
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research method was designed according to the guidelines of Eisenhardt (1991) and Yin (2009)
as follows:

Research in the form of a case study is an empirical research method when it involves the
study of specific problems or phenomena in the unit requiring in-depth analysis in the context of
real-life work (real-life context). In addition, the area that needs to be studied must be able to
provide important knowledge that has not been studied. The identification of a case study or unit
of analysis is the first step in a case study-based research design. It is the Corporate Accounting
Department, the Siam Cement Public Company Limited. The unit of analysis is notable for being
Thailand's first accounting service center and serves as a model for other large firms to utilize as
a reference point for establishing a shared service center. A case-study methodology utilized in
this research is accordance with the advice of Eisenhardt (1991) and Yin (2009).

This study obtained the following types of data consisting of 1) document data that the
Corporate Accounting Department can provide and document data from other sources that are
reliable, 2) data from interviews with executives at various levels of the Corporate Accounting

Department, totaling 5 people, and 3) data from direct observations obtained from field notes.

Interviewees Role Duration (minutes)
A Chief Executive 53
B Director Group interview:
C Team member 258
D Team member
E Former Manager 56

Table 1: Basic data of interviewees

In the data analysis process, this research follows the techniques of Miles and Huberman
(1994) as the main method to analyze, summarize, evaluate, and respond to research questions
using all the interview data, field notes, and observations. First, organizational approaches for
matching patterns of similar and contradictory data are used to demonstrate the validity of the
analytical findings by comparing the results to the theoretical triangulation, which serves as a
guideline for data analysis. The two researchers will examine the data independently. Next, the
results of the analysis will be compared and reviewed with the theory and interview data. Finally,

all researchers reviewed the findings and delivered conclusions.
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Research results

The beginning of the transition from being a cost center to a value creation center of the
Corporate Accounting Department.

In 2000, the idea of creating an accounting department as a shared services center first
emerged. How to make the accounting department valuable and profitable was the main concern
at SCG Group. Thus, the organization started to spread this idea. Reconstructing the accounting
support department in its original form as a service center for accounting work was something
top management talked about at a meeting of its executives. However, at this early point, no
formal policy had been announced. Management recognized the importance of this issue. They
were concerned that it will have an impact on numerous accounting department staff. Therefore,
there needed to be a strategy for a smooth transition within the organization. Importantly, they did
not lead to opposition within the organization or against this policy. It was, therefore, shrouded in
secrecy, just a top executive-only working group. The accounting department's initial focus was
on the key objectives of this transition, which include welfare, wages, and labor laws. The move
to this new type of work must not negatively affect employees, according to management:

“In 1997, during the Tom Yum Kung Crisis, SCG wanted to develop the entire business
and organization and search for ideas to improve the accounting work. Starting from 2000—
2001, it started to change. Shared service is an interesting management model. If we do not
change, we will most likely fall behind others.” —Director

Establishing the Corporate Accounting Department as a shared services center had the
principal aim in the initial phase, which was to reduce operational costs, improve execution quality
management and enhancement of work processes to be able to compete with competitors. At
the management meeting, they talked about transforming the support units into units that elevate
the level and increase the capacity of the accounting department. First, SCG wanted businesses
to focus on their core business and minimize the burden of caring for support agencies. Second,
to ensure effective control systems, the Corporate Accounting Department was the primary
function responsible for providing information to senior management for administrative control,
such as warehouse control, cash flow control, and performance control. In addition, it was
intended to provide significant information on the decision-making at the business group level of

all affiliates of the Siam Cement Public Company Limited. Third, to reduce the cost of doing
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business and jointly create benefits for the business units that were customers of the Corporate

Accounting Department.

Corporate Accounting Office Services Shared Services Journey

+Overseas Accounting *
Shared Services
+ Standardization International Hub We are here
. $94A 5 +
= 2’1’1 c @ + Charge back new ::c;orlyl ]
- model stimulation Aogel Laoh @ 208
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Exhibit 1: The SCG Accounting Shared Service Journey
“We want to achieve something. Like trying to be world-class when it comes to a shared
service center. The question is, how do we get there? Subsequently, a consulting firm was hired
for the transformation period. In other words, we think it's going to be slow on our own. At that
moment, | began to have the idea of changing the name of the depariment. We changed the
name to SCG Accounting Services and enhanced it to SCG Accounting Services Co., Ltd.” —

Director
1. Design process, Implementation and Transition

“We started with the same organic organizational structure, but after examining a shared
service overseas, we realized that everything needed to be standardized. The important element
around shared services were process design. We adapted and began using Accenture as a
mentor after a certain level of evaluation.” — Chief Executive

The process of transforming the organization from the traditional operating model to the
establishment of a joint service center has 5 important processes, which are:

1) Organization design

The structure of the accounting firm has continually evolved and changed since the

establishment of the organization in 2002. Currently, the organizational structure is organized
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according to an organization's vision, which provides services to reach the leading accountancy
work in the region and create value for the Siam Cement Group:

‘SCG’s Account will be one of the best regional finance shared services centers,
providing services primarily to SCG and dedicated through our happy professional accountants

by working innovatively to deliver high level of services with value creation for SCG business.’

l CAD Organization Chart 2018

Corporate Accounting Office

Management

5 o
" Soluton
Development
and

Technology

Exhibit 2: The SCG Shared Accounting Services Center Organization Chart in 2018
Work process design
The design of the first stage of work began by replicating best practices within the
organization. Survey the work of accountants from all affiliates to see where they had the best
processes and used them as a model. In addition, lessons learned from other organizations' best
practices enable separate studies for each accounting function, such as accounts receivable,
accounts payable, capital asset management, etc. In this phase, emphasis was placed on
adjusting how quickly work was done. Obtaining the best work process at that time, it was
announced as a work manual for each function. Additionally, it was the work design that responds
to the differences between each business unit that was a client. Each group of accountants
continued to manage its respective business unit, dealing primarily with one client.
The second phase of the design was a process-based functional design. By
emphasizing this process, the accountant's job was no longer related to looking after a single

client. Rather, accountants were able to work on a process for several business units. An
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important aspect of the process redesign at this point was the presence of a dedicated HR
function within the organization. Reskill was the creation of new skills required to perform tasks
according to the redesigned workflow. In addition, upskill was the development of upgrading
existing skills to support the upgrade of services to business units according to the new plan. This
phase of work conformed to the system (workflow), including the standards of storage of
accounting documents. This represented the beginning of the use of a management framework
that facilitates access to an internationally standardized shared service center.

Functional design phase 3 was a design that emphasizes development and value
creation for clients or business units that deliver services (business development and value
creation). The workloads and manpower of accountants as well as the process had suitable jobs.
What process was not in place? and which process was overworked for surplus jobs. A business
unit support had been established to provide consulting services in various areas for business
units of the Siam Cement Group, including SAP implementation, accounting system
implementation and accounting services, etc.

2) Change management design

Starting in 2005, consideration was given to hiring a consultant to launch the project
in 2006, given the desire to design a successful organization, the standard which was essential
to a shared services center was process design and change management design. The outcome
of hiring a consultant, Ascenture Consultancy Services (ACS), leaded to a self-evaluation (self-
assessment) at the accounting department. What was this process? What services did the
department provide? How was the workflow? In 2006, the department identified best practices
within the accounting department and started to do gear project. Ascenture collected information
within the department in various aspects, which aims at designing work that was intended to be
an organization in the form of a world-class shared services center. It was interesting to note that
the transformation process within the organization was dynamic on an ongoing basis and that
changes in many processes always come with barriers. It was one of the benefits of hiring a
consultant to contribute to the transformation of the organization. An external consultant
discussed and directed change on several issues, facilitating the transition rather than being
manually led by people in the organization. The corporate image had been changed to SCG
Accounting Services Company Limited to support the new business model. This new brand

created awareness and trust among clients early on because the SCG brand was initially believed
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by public. It created pride for the employees of the organization that they were part of SCG. They
were proud to be part of SCG and when they communicated with clients. In fact, it was built
confidence in business negotiations.
3) Designing application processes for success

Enterprise Resource Planning (ERP) technology was used, the SAP system, prior to
the 1997 economic crisis and underwent major modernization in 2004 . However, the technical
department of technology remained a central unit of the head office of Siam Cement, not yet under
the supervision of the Corporate Accounting Department. Following the improvement of the work
process, the result was that the work process was more efficient. From the beginning, the work
plan focused on cost savings and the delivery of quality services that were not less than the
original when SCG Accounting Services Company Limited was created. It moved into the era of
focus on creating value for business units (value creation), giving importance to being a business
partner with business units. While this was a work process that emphasizes creating value for
business units. But it also achieved reducing costs in the work process and increasing the
efficiency of the work simultaneously. Key drivers that improved the successful application
process were a skilled workforce and supportive technology that contributes to service value
creation.

The fact-finding process was a common process among members of the organization.
Not all projects or plans implemented would achieve the intended results for each project. But
learning from mistakes was a process of insertion which occurs periodically due to the vision of
the organization to become a leader in the accounting profession. Of course, there were risks
associated with this. However, this was a risk that could be assessed at that time and fixed it as

soon as they found.
2. Structure, mechanism, and management strategies

1) Good governance structure

“We have a concern about governance design. If you are moving to a shared service
center, you must have elements of a good governance structure. What's the matter with them?
You need standardized process control and quality assurance. Performance measurements are
required. You must establish a service arrangement between the center and the client. Then
there are various reports which need to be done and surveys of internal and external clients.” —

Director
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Designing a good governance structure was one of the cornerstones of being a shared
services center. The SCG Shared Accounting Services Center is as follows:

Shared Services Management Framework

SHARED SERVICES CENTER CUSTOMER

Exhibit 3: The SCG Shared Accounting Services Center

2) Strategic planning
It is the process by which the center is planned in response to change. Providing
services to clients that have come to use the service as a value to increase competitiveness.
“A leader of an organization should be an expert in accounting, finance, and management.
This is considered an important element in the strategic planning of the Shared Services Centre
Lead and their plan is: 1) senior management wanted businesses to focus on their own
accounting expertise, don't worry about support work. In other words, support work in different
fields must be completed, 2) effective monitoring and control requires sound accounting control
systems and a clear and auditable user manual, 3) the organization needs a plan on how the
accountant of the organization can get up to speed and be able to develop better, 4) how to
maximize benefits while keeping costs to a minimum by maintaining the level of benefits.” —
Director
The SCG Shared Accounting Services Center's strategy is to 1) provide quality services, 2)
create value as a business partner of clients, and 3) aims to become a world-class shared
services center.
3) Cooperation mechanism
It is an issue related to the shared service center with service recipients with the goal

of adding value together. How can the shared services center work together with the clients that
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come to use the service smoothly? The cooperation is multisectoral, for instance, the installation
and use of new technologies will be coordinated with the technological headquarter of the Siam
Cement Group. Ultimately, the technology of the shared service center will inevitably be
connected to the central technology.

In terms of designing the work processes and accounting systems that provide services,
you have to work with the Internal Audit Office. More importantly, accounting systems will be
evaluated to determine any weaknesses in internal controls and to make improvements through
processes. The process of cooperation within the organization is an important mechanism in the

value chain for providing quality value, with human resources at its core.
3. The Role of the SCG Shared Accounting Services Center in Creating Value

The change of cost center to the CGS Shared Accounting Service Center leads to an

organization that has a role in creating value. This research focuses on the results on 3 levels:

1) Individual

Accounting staff in the case of working in a subsidiary or affiliated company before
organizing the accounting department to be the shared accounting services center, the
importance of accountants, usually as support staff, has limited professional promotion in several
organizations. Therefore, the shared accounting services center is the starting point to ask
questions about how employees in the accounting profession can grow. Increase the level of
career advancement to be on an equal footing with other occupational fields in the Siam Cement
Group.

2) Organization

This involves strengthening the accounting department. Provide commercial information of
the same standard across all business units of affiliates. Delivering services to these business
units It is not just about publishing accurate financial reports and tax information. It also values
the visualization of strategic management as well as a comment on the trends and forecasts of
companies for clients. There are big data as data mining, which is useful for analyzing data at
both business unit levels and big picture data for the Siam Cement Group. This data mining also
contains reliable information as the shared accounting services center operates closely with the
client business units. Where the information is trustworthy. Deep data analytics produce analytical

results that can reliably support management decisions.
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3) Profession

Be a leading organization in accounting practice that is a national and international
reference point or best practice for reference. Acquire expertise in all aspects of accounting and
serve as a model for other organizations or departments to learn. Accounting professionals
continually develop and create new and efficient ways of working using modern technologies
such as blockchain and Robotic Process Automation (RPA).

The SCG Shared Accounting Services Center has a center and uses up-to-date technology
to operate. More importantly, current accountants have developed and updated their professional
abilities, changed to be able to work with complexity depending on their abilities or may shift staff
to work on financial statements and more data analytics.

The SCG Shared Accounting Services Center was recognized as the winner of the 2013
Shared Services Excellence Awards in the Excellence in Value Creation category held in
Singapore in 2013. It was the first organization in Thailand to receive this award. It was hosted by
the Shared Services & Outsourcing Network (SSON), the world's largest international network of

shared services and outsourcing professionals with members in over 95 countries.
Conclusion

This research aims to study 1) the design process of the SCG accounting shared services
center, its application, and the transition from a cost center to a value creation center, 2) the
structure, mechanism, and management strategy of the SCG accounting shared services center,
and 3) the value created by the Corporate Accounting Department, the Siam Cement Public
Company Limited.

The results show that there are two major factors in moving from a normal business model
to co-service centers: economic factors and strategic incentives. This conforms to the findings of
Janssen and Joha (2006), Goh et al. (2007), and Paagman et al. (2015). While the transformation
process into a shared service center consists of 1) corporate design, consistent with the research
results of Ratz et al. (1991), and Wang and Wang (2007). 2) Workflow design, which is consistent
with the findings of McCracken and Mclvor (2012) Mclvor et al. (2011). 3) Change management
design, this is in line with the findings of Su et al. (2009). Finally, 4) designing an application
process for success, this aligns with the conclusions of Knol et al. (2013), Lacity and Fox (2008).

The important management strategies consist of 3 key strategies. 1) A good governance

structure that is linked to the duties and responsibilities in the decision-making process of the
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organization and internal communication Interaction between the service provider and the client.
This is consistent with the findings of Janssen and Joha (2006). 2) Management and strategy, this
is a process whereby the Common Service Centre must work with other organizations that end
up using the service as a value in terms of increasing competitiveness. This is in keeping with
findings from Janssen and Joha (2006). 3) Cooperation mechanism. This is an issue with service
centers receiving services for the purpose of adding value together. The way the joint service
center works with the agencies that come and use the service smoothly. This is consistent with
conclusions from Minnaar and Vosselman (2013), Maatman et al. (2010), and Howcroft and
Richardson (2012).

The change from a cost center to the SCG Shared Accounting Service Centre leads to an
organization with a role to play in creating value. It creates value in 3 levels consisting of 1)
individual, 2) organization, and 3) profession.

When it comes to the benefits of this research. The SCG Shared Accounting Service Center
is the first organization established in Thailand as a shared services center, which was a success
and was accepted internationally. There is no such in-depth research on accounting service
centers like this previously. Importantly, it is an open black box to create a body of knowledge

about managing a shared service center which can be a model for various organizations.
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Saudi Arabia’s Constructive Engagement in Muslim Majority Southeast Asian Countries

Dr. Mahbubul Haque, Sarawut Laesan

Abstract

Saudi Arabia is where Prophet Muhammad was born, as the Qur'an revealed, and the Islamic
civilization started. Over the centuries, Saudi Arabia became natural leader of the Muslim world.
Currently the Saudi socio-economic system has been undergoing a rapid restructuring, perhaps
the most far-reaching alterations since its formation a century ago. Over the past decades, various
undercurrents were swirling in the Muslim world with nations trying to dislodge Saudi Arabia from
its ostensible position as the leader of the Islamic world. Saudi authorities realized that oil-based
economy cannot sustain in long run and more emphasize on technological development, service
and manufacturing oriented business. From that context, Saudi Arabia tries to build constructive
engagement with Muslim dominated Southeast Asian countries; Malaysia, Indonesia and Brunei.
After limited field work and meetings with different stakeholders, this research found that few
significant changes come under the leadership of Muhammad Bin Salman to make bilateral
relations above-mentioned Muslim countries. There is another important factor that China has
strong presence in Southeast Asia and Saudi Arabia also going to close with Chain. Overall, this
study agrees that Saudi Arabia’s new approach will make balance for this region. This study
adopted theory of constructivism to discuss the Saudi Arabia’s engagement in Southeast Asian
Muslim countries. Data were collected mainly through various secondary documents, and
interview with different stakeholders in above-mentioned countries.

Keyword: Saudi Arabia, Constructive Engagement, Southeast Asia, Muslim Countries.
1. Introduction

Southeast Asia is a geographically expansive and populous region, varying economic
developments, diverse religious ethnic cultures, making it one of the most competitive regions in
the world today. Historically, it is not clear exactly how and when Islam came to Southeast Asia,
but there is little doubt it was spread for the most part by merchants in the 12th century. Later it
was widely spread through the Arab traders and scholars/holy men from Hadramawt settling in

the area introduced Sufism. After the emergence of the nation state in Southeast Asia, Muslims
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can be found in all countries, but the majority population in Malaysia, Indonesia and Brunei.
Sizable number of different ethnic Muslims populations are living in southern Thailand, western
part of Myanmar, central Vietnam and Cambodia. The Kingdom of Saudi Arabia is the site of
Islam’s two holiest places. From the inception of the Kingdom, the Saudi royal family has seen
guardianship of the Holy Places and facilitating pilgrimage as two primary duties. Saudi Arabia is
universally recognized as the key player in Muslim world. It leads the Organization of Islamic
Cooperation (OIC), the Islamic Development Bank, and few other international forums related to
greater interest of Muslim community in the world (Farouk & Brown, 2021). The aim of this paper
to explore the Saudi Arabia’s constructive engagement in Muslim dominated Southeast Asian
countries such as; Indonesia, Malaysia and Brunei. The theory of constructivism adopted to
understand and explore this research topic. Constructivism has agreed that states are the main
factors of international relations but the way of looking of constructivism at international relations
in terms of anarchy is different with both neo-realism and neo-liberalism (Weber, 2010).

2. Methodology

This paper aims to be explored the Muslim country’'s de facto leader Saudi Arabia’s
engagement in Southeast Asian region especially with Muslim dominated Malaysia, Indonesia
and Brunei. All over the world Muslim population have big expectation from the Kingdom of Saudi
Arabia to assist financial, religious, and structural development. Southeast Asian Muslim countries
are not exceptional and they are also seeking heartiest bilateral relations with Saudi Arabia. It is
possible through the constructive engagement in international arena. The methodology used for
this research is a multi-site case study with the case study sites being Malaysia, Brunei and
Indonesia. For this study, data were collected mainly through various secondary documents, and
limited fieldwork in the above-mentioned countries. During the fieldwork, interviews were made
with different categories of professionals; political leaders, academics, former diplomats, and
researchers in think tanks of international relations. This study is also based on observations of
the socio-political and security related issues in these countries. All the data obtained from the
key informants were later transcribed into a research report. During the first phase, relevant
literatures were studied to understand the role of Saudi Arabia from theory of constructivism
perspectives. Constructivism’s arrival in International Relations is often associated with the end of
the Cold War, an event that the traditional theories such as realism and liberalism failed to account

for. This phase of the study identified the Saudi Arabia’s engagement in ASEAN region and how
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it worked since after the Cold War. Qualitative methods allowed the researcher to access the inner
reality of human experience because they emphasize the importance of examining socio-political
phenomena from the point of view of participants. Accordingly, this study explored how the idea
of constructivism became dominant ideas in international relations. In the second phase, this
research conducted limited field work in Malaysia and Indonesia. In Brunei, researcher conducted
online interviews with academics. During the field study, the researcher could not talk directly
with senior level of existing foreign affairs officials. It could be stated that lack of direct
conversation of these informants is one of the limitations of this study.

3. ldea of Constructivism

Saudi Arabia is the natural leader of the Muslim world and consistently supporting religious,
political, social, and financial matters since last several decades. These commitments have
strengthened Saudi Arabia’s relationship to Islam and its reach, influence and impact on the
Muslim world at large, which has, in turn, bestowed on the country immeasurable prestige and
soft power that, by some measures, is unparalleled. Consequently, Saudi Arabia has become
interconnected and interlocked with the Muslim world (Sarhan, 2021). In engaging with Southeast
Asia, Saudi Arabia is primarily acting in its own self-interest, to preserve its leadership of the
Islamic world and grow trade ties. However, this commitment has plenty of ramifications for the
region (Naishad Kai-ren, 2021). After collapse of the Soviet Union and end of the Cold War, major
changes come in the theories of international relations. However, it provided the opportunity for
more evolution of critical thoughts, which started since the mid-1980s. The Realist approach in
international relations was criticized largely for their materialistic approaches by constructivism,
which speedily boomed and was known as a theory that focuses on the social dimension of
international politics.

Constructivism theory recognizes the significance of nonmaterial power (culture, ideas,
language, knowledge, and ideology) as well as material power because the two powers connect
and interact to build the world order. For instance, nonmaterial power works through creating and
recreating intersubjective meaning. It clarifies how the material structure, states’ identity,
interactions and relations between states, and any other social facts should be realized and
comprehended. Generically it can be stated that constructivism is a theory of international
relations which claims; States are the main factors in international relations, the structure of

international relations is based on social theory and norms rather than material. It means States
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and their interests are an important part of the structure of international relations. Onuf, who was
the pioneer of constructivism, and introduced this idea early 1990s. Later on, this theory has been
expanded by other constructivists such as Kratochwil and Wendt (Zebfuss, 2004). After the cold
war, the new theory has been appeared in international relations by the name of constructivism.
This theory has challenged from both the rationalism and positivism about their understanding of
international relations.

It can be said that all constructivists have agreed that norms and values are important in
shaping and forming the international relations as well as material structures. This means beside
other factors, normative can play a significant role in determining the structure of international
relations (Burchill et al, 2009). According to constructivists, the international relations can be
understood better by their way that emphasize on the effect of values, norms and ideas on states
and they behave. It can be stated that Saudi Arabia has used religion as a source of its legitimacy

to further state interests against those of rival claimants for Islamic and regional influence.

4. Saudi Arabia’s Bilateral and Multi-lateral Relations in Southeast Asian Muslim Majority
Countries

The religious bondage and cultural fascination make easier for Saudi Arabia to became the
natural leader of the Muslim world. For Sunni Muslims world, Saudi Arabia always played vital role
and have the physical claim to Islam. Prince Mohammed, through his actions and decisions, has
made it clear that the kingdom’s duty is to care for the two holy mosques in Mecca and Madinah
and make them accessible to Muslims worldwide (Donna Abu-Nasr, 2021). Islam in Malaysia,
Indonesia and Brunei shares similar values and was constructed and merged with ancient
Melayu’s culture in 625c. Initially spread through arts such as music and wayang (theatre), it
emphasises not only moderation and compassion, but also respect for local customs (Malik &
Edwards, 2018). Generically Southeast Asian Muslims follow the Shafi’e school of thought and
Shia community’s presence is insignificant.

Malaysia is a multiracial country with total population in 2022 is estimated at 32.7 million as
compared to 32.6 million in 2021 with an annual population growth rate of 0.2 percent (DOSM,
2022). Islam is constitutionally the country’s official religion, with the freedom to practise other

religions. The Shariah Law in Malaysia is only applicable to Muslims and is used to resolve
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conflicts relating to creed and family matters. Islam is an integral part of the Malaysian Malay
culture, so much so that many Islamic rituals and practices are associated with the Malay culture.
At independence in 1957, the country had to construct an international identity, which to date is
still a neglected aspect of scholarship on Malaysian foreign policy. Currently, the Ministry of
Foreign Affairs Malaysia maintains an overwhelming number of missions around the world, with
posts in eighty-five countries (Ministry of Foreign Affairs Malaysia, 2021). Compare this to Saudi
Arabia with a comparable population of 34 million and posts in forty-six countries.

Indonesia, with a population of around 275 million (representing about 40% of Southeast
Asia) and the largest economy in the Association of Southeast Asian Nations (ASEAN), is set to
play a more prominent role in the Indo-Pacific region in the coming years (Mason, 2022). As a
non-aligned state with a preference for a multipolar world order, it also fits well into Saudi Arabia
and members of the Gulf Cooperation Council long term strategies beyond traditional security ties
with the United States.

Brunei, a resource-rich former British protectorate on Borneo Island with a population of
about 400,000, was plunged into recession in recent years as oil prices plummeted and its crude
reserves declined (New Straits Times, 2019). Since Brunei Darussalam and Saudi Arabia
established diplomatic ties more than three decades ago, the relations between the two brotherly
countries have continued to get stronger and have seen continuous development under the wise
leaderships of both countries (Norjidi, 2020). “Brunei is becoming Southeast Asia’s Saudi Arabia,”
Bridget Welsh, a Southeast Asia expert from John Cabot University stated to the AFP (Taipei
Times, 2019).

On the 28th of May 2019, the Charter of Makkah was endorsed by the world’s leading
Muslim scholars, and as many as 1200 prominent Islamic figures from 139 countries, representing
27 Islamic components of various sects and schools of thought, approved this charter (Saudi
Gazette, 2019). This declaration, which was developed and endorsed under Saudi guidance and
leadership and signed by Muslim scholars around the world, it was stated that “calls on the world
to fight terrorism, injustice and oppression, stating that the duty of all is to refuse the exploitation
of people and violation of human rights” (Arnaout, 2019). It is clear message to the others about
the political stand of Muslim world. Saudi Arabia’s leadership role in the Muslim world is shaped
by several foreign policy principles: A commitment to all Muslims globally, non-interventionism,

support for Muslim deradicalization efforts, and confronting extremism. These principles are
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based on its obligations toward Islam as a religion, an identity, its history and civilization, and on
its commitment to a rules-based international system and to international organizations and
institution. Saudi Arabia’s engagement in Southeast Asia is primarily acting in its own self-interest,
to preserve its leadership of the Islamic world as well as trade issues. However, this commitment

has plenty of ramifications for the region (Naishad Kai-ren, 2021).

4.1 Saudi Arabia’s Economic Cooperation in Southeast Asia

More than 80 years, Saudi Arabia’s domination in the oil world has sharply decreased. It
pumps nearly 11 million barrels of oil a day—about 1 in every 10 in the world—and sells more
than 7 million of those on international markets, earning vast riches for the ruling royals and their
state-owned company Aramco, whose profits rocketed to about $110 billion last year (Walt, 2022).
Due to environment issue, most of the countries have strong commitment to reduce fossil fuels. It
is one of the big challenges in the energy sectors. For Saudi Arabia, the question is whether it
can remain a super-power in the oil world or they would like to join the climate fight against the
traditional energy policy. At the same time, Saudi Arabia’s non-oil sectors economy has risen
significantly. It is expected that the promising sectors of manufacturing, transport,
communications, financial services, and construction would be the main players of growth in the
nearest future, enabling the Saudi economy to maintain its leading position as the strongest

economy in the region and one of the top economies in the world.

In 2017, the Saudi monarch’s started month-long trip in Southeast and East Asia, which is
strategically important areas in the economically fast-growing region. Simultaneously, Saudi
Arabia also enhanced her commercial engagement and socio-political relations with this region.
Saudi King Salman and his vast entourage comprised of over 1,000 people, including princes
and ministers, were welcomed by the Indonesia, Malaysia and Brunei’'s capital city. The trip
comes at a time when Riyadh is actively scouring for investment opportunities and ways to
diversify its oil-dependent economy. Elina Noor, director of the Institute of Strategic and
International Studies Malaysia (ISIS), a Kuala Lumpur-based think tank stated that the primary
focus of the visit is economic. The main objective is to improve bilateral trade and investment
between Saudi Arabia and the Muslim-majority countries in Southeast Asia. “This is to the benefit

of both sides given Saudi Arabia’s pressing need to diversify its economy and Southeast Asian
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governments’ continual desire to boost investment in their respective countries” (Mazumdaru,
2017). Saudi and Southeast Asian Muslim countries economic relations were boost up by King
Salman’s long visit in 2017 where Memorandum of Understanding were signed in areas such as
trade, education, health, culture, pilgrimage, tourism, information sharing, science and
technology, civil aviation, fisheries, security, defence, and counterterrorism.

Kuala Lumpur and Riyadh have agreed to intensify contacts and cooperation between
government officials and the private sector in both countries towards expanding the scope of
bilateral relations to benefit both countries. A joint statement issued late yesterday following the
official visit of Prime Minister Tan Sri Muhyiddin Yassin to Saudi Arabia said the visit by Muhyiddin
at the invitation of King Salman bin Abdulaziz Al Saud reflected the brotherly relations and close
historical ties between the governments and peoples of the two countries (Farinordin, 2021).

Recognising the importance of expanding the level of coordination and consultation to
enhance their relations in various aspects of bilateral cooperation, Foreign Minister Datuk Seri
Hishammuddin Hussein and his Saudi counterpart Prince Faisal bin Farhan Al Saud, also signed
the minutes of the establishment of the Saudi-Malaysian Coordination Council (SMCC). Both
countries agreed on the necessity to intensify and unite the efforts of the Islamic world to confront
extremism and violence, reject sectarianism and move the Islamic world towards a better future
within the framework of the Organisation of Islamic Cooperation, in pursuing international peace
and security. It also mentioned that terrorism, which is not related to any race, colour or religion,
was one of the most important issues discussed, and it was agreed on the need to intensify joint
efforts to combat terrorism in all its forms and manifestations, regardless of its source. Both
countries also stressed the importance of strengthening defence and military cooperation;
developing areas for training and joint exercises; and exchanging military expertise.

In light of the Kingdom of Saudi Arabia’s Vision 2030, the two countries also emphasised
the importance of strengthening and enhancing economic and trade relations by exploring areas
of investment and opportunities while increasing cooperation in the field of science, technology
and food industries. These initiatives include encouraging cooperation between relevant
institutions and companies in both countries, in the areas of developing smart cities, artificial
intelligence and innovation.

4.2 Fighting against Terrorism and Religious-Cultural Relations
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After September 11, 2001, the whole political scenario has been changed and it has severe
impact in the Muslim world. It was not confined in Afghanistan or Africa, a vast and diverse region
comprising the band of countries with significant Muslim populations that stretches from Morocco
to the Southern Philippines. Subsequently the United States response to the attacks and started
‘war on terrorism’. The war on terrorism was a multidimensional campaign of almost limitless
scope. It should be mentioned that religion, politics, and culture are intertwined in the Muslim
world. At a time when many Muslim countries globally have been involved in political conflicts,
civil wars, and other strife, Indonesia remains a good example for practising pluralism. Ahmad
(2021) argue that the Indonesian version of democracy not only disproves the myth that Islam
and democracy are incompatible, but also demonstrates how Islam can be managed and
maintained within a modern nation state. Indonesia is a Muslim-majority country, but Islam is not
the national religion. In fact, there is no official religion mentioned in the Indonesian Constitution.
The Middle East is no longer seen by the vast majority of Muslims to represent Islam—certainly
not politically, and increasingly not religiously. Islam in other world regions has developed its own
characteristics (Ahmad, 2021). The country is home to 13% of all Muslims and copious resources
of oil and gas; the latter could help Indonesia outvie Saudi Arabia while the former stands out in
its jurisdictional pluralism.

On security issues, Saudi Arabia and Indonesia signed a defence cooperation agreement
(DCA) in 2014, covering training, education, counterterrorism, and defence industry cooperation,
reflecting the kingdom’s aim of building and expanding an indigenous defence industry. Following
a similar Saudi deal with Pakistan, the counterterrorism element is compelling as it serves to limit
reputational damage and enhance Saudi and Indonesian membership of the Global
Counterterrorism Forum (GCTF), which is designed to share good practice. Indonesia is
cognizant of the threat from radicalism and has led the Detention and Reintegration Working
Group in the GCTF. Saudi and Indonesian cooperation will remain vital in containing the evolving
transnational threat from proscribed terrorist groups, especially after attacks in Syria and Iraq
indicate a possible resurgence of ISIS.

After increasing influence from Saudi scholars throughout the past few decades, however,
there has been a change in how both countries interpret Islamic studies. In Malaysia, Saudi Arabia
also donates to schools and universities to spread their views. Scholarships are given to male

scholars to study at Saudi universities such as the Islamic University of Madinah. The Islamic
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Science University of Malaysia (USIM) receives generous funding from the Saudis. There is a
clear line between LIPIA in Jakarta, USIM in Malaysia, King Saud University in Riyadh and Islamic
University of Madinah, which assists in the spread of Saudi ideology. Not all their graduates
support extreme views, of course. Few cases it is well organized propaganda against the Islam
in Southeast Asia.

There is a rise in extreme Islamic views triggering polarisation and conflict. Some are
concerned that an increasing “Arabisation” of Malaysia and Indonesia has led to growing
intolerance and division, even between Islamic adherents — creating a dichotomy of liberal and
orthodox views. It has strong rumour that Wahabi and Salafi politicians are gaining stronger
influence in Indonesia and Malaysia. It is noted that Malaysia benefited for instance by receiving,
at least once a year by request, capital contributions from Saudi Arabia for the running of Islamic
institutions, especially to the International Islamic University of Malaysia (IIlUM), and also to several
dakwah organizations as well as religious schools in Malaysia. Along with that, by executing the
Islamization process in only a few government and banking institutions, rather than applying the
whole Islamic Laws all over Malaysian institutions.

Apart from Malaysia, Indonesia and Brunei, sizable number of Muslim minorities live in
Thailand. They are relatively poor and live mostly in the southern region of the country. The
southernmost provinces of Thailand—an area often referred to as Pattani— are no strangers to
conflict, having suffered several periods of violent instability in the 20th century. Indeed, the
insurgency in Southernmost provinces had a negative impact on Thailand’s image in international
arena. During Thaksin Shinawatra’s premiership, government policies towards the conflict
caused tensions in bilateral relations with Malaysia and Indonesia several times. The Organization
of Islamic Cooperation (OIC) also expressed reservations about the government’s handling of the
violence in southern Thailand. Later the OIC delegation welcomed the steps of the Government
of Thailand, in cooperation with Malaysia, for the constructive dialogue with Muslim groups in the
South in order to develop a road map to resolve the existing problems through dialogue (OIC,
2018).

Currently, Malaysia playing the role as facilitator to resume peace dialogue between Thai
Government and Malay insurgents. Civil society members of the Southern Thailand look support
from the Saudi Arabia and OIC (interview, Pattani, June 2022). Recently Saudi Arabia has opted

to normalize diplomatic ties with Thailand, a move largely credited to Mohammed bin Salman, the
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crown prince of Saudi Arabia, who became the country’s de facto leader in 2015. Direct flights
between the two countries have resumed for the first time in 32 years. Saudi Arabia has lifted a
ban on imports of Thai chicken, while Thailand has removed visa requirement for Saudi tourists
(Takahashi, 2022). Both countries government also agreed to cooperate in working out a free
trade agreement between Thailand and the six member countries of the Saudi-led Gulf
Cooperation Council (GCC). It can be expected that after normalization of diplomatic relation
between Riyadh and Bangkok, OIC and Saudi Government can contribute more on peace

dialogue in Southern Thailand conflict.

4.3 Saudi Arabia’s Involvement in Southeast Asia and China Factor

This study field work and secondary data witnessed that most of the Southeast Asian
countries have economic dependence on China and it has geo-political importance. China has
become its top trading partner and source of foreign direct investment in Malaysia. Saudi
engagement with Southeast Asia offers both Malaysia and Indonesia the opportunity to wean
themselves slightly off their deep-seated economic dependence on China. “China is Indonesia’s
largest trading partner, with bilateral trade surpassing $100 billion in 2021, up by 58.6 percent
year-on-year. China has been a major market for Indonesia’s products such as palm oil, coal,
steel, bird's nests, coffee and tropical fruits, and is now further buoyed by the RCEP deal” (Cong
& Weiduo, 2022). In addition, according to a Reuters (2022) report in November, nine Indonesian
companies signed contracts to sell 2.5 million tons of palm oil products valued at $2.6 billion to
13 Chinese buyers. Chinese involvement also linked with Saudi Arabia’s engagement in Southeast
Asia.

Through this discussion, it can be stated that China has deep interest in ASEAN region.
China appointed its first resident Ambassador to ASEAN and established its Mission to ASEAN
Secretariat in Jakarta on September 2012. ASEAN and China continue to enhance political-
security dialogue and cooperation through various ASEAN Plus One mechanisms. In addition,
Chinese investment significantly increased in Malaysia, Indonesia and Thailand. According to a
report released last year by U.K. research company Asia House, China was by far the largest
trade partner for Saudi Arabia, with total transactions of $72.3 billion in 2019, and was the second-
largest partner for the UAE, after India, with $50.2 billion (China Briefing, 2022). In future, China

and Saudi Arabia can enhance multilateral relation in Southeast Asian Muslim majority countries.
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5. Conclusion

Southeast Asia is home to more than 240 million Muslims -- about 42 percent of Southeast Asians,
and about 25 percent of the world’s 1.6 billion Muslims. Most Southeast Asian Muslims are Sunni,
and follow the Shafii school of Muslim jurisprudence. Islam is the official religion of Malaysia and
Brunei, and an officially recognized religion of Indonesia, Thailand, and the Philippines. It should
be mentioned that Muslims see themselves as members of a global community (Ummah) that is
envisioned as transcending national, ethnic, class, gender and other identities. This attachment
to a transnational Islam has acquired greater currency in recent decades because of the Islamic
revival that has been animating communities around the world since the 1970s. There has also
been a resurgence growing out of concerns for the well-being of Muslims and Islam around the
world. This article explored the Saudi Arabia’s bilateral relation with Southeast Asian Muslim
majority countries. This paper also briefly discussed the longstanding Southern Thailand conflict
and role of Saudi Arabia. Throughout the discussion, it can be stated that current leadership of
Saudi Arabia is more pragmatic to formulate her priorities regarding the foreign policy especially
in Southeast Asia context. In addition, Saudi Arabia emphasized from Patrol based economy to
technological and service sectors-oriented development. This prioritization will be ensured the
Kingdom of Saudi Arabia’s influence in Muslims world as well as make balance of power with

other major powers.
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Abstract

Airline employee engagement has been the focus of air carriers as it directly impacts
their performance. Service industries with engaged employees tend to perform better customer
service performance. This research aims 1) to examine the relationship of Organizational
Leadership, Job Satisfaction & Security, Compensation Justice, Industry Competition Climate,
and Work Environment on employee engagement, and 2) to study the impact of airline
employee engagement on job performance. Employee performance is measured by annual
performance evaluation, such as low turnover rates, less absenteeism, high skills and
knowledge with good annual evaluation, enhanced airline productivity, customer loyalty, and
goodwill towards the organization. The authors employed a quantitative method. The study was
conducted on eight airlines operating in Thailand with a response rate from respondents about
84.6 % (305 employees). The sampling is current airline employees whose working experience
of at least one year. A Structural Equation Model (SEM) was used for data analysis to explore
the relationship between potential factors. The results suggest that Organizational Leadership
(OGL), Job Satisfaction & Security & (JSS), Compensation Justice (CPJ), Industry Competition
Climate (ICC), and Environment (WEV) positively affect employee engagement. Organizational
Leadership was the most significant driver of employee engagement. The mediation effect
confirmed that Employee engagement (EEG) significantly impacted airline employees’ job

performance (JPF).

Keywords: Airline employee; Employee engagement; Job performance
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Introduction

The airline industry in Thailand is currently undergoing excellent growth potential. One
of the significant parts of business performance is customer service performance. Since the
business is an intangible service, employees are cogs of the system. If missing these essential
parts, the airline will not move forward. Computers or machines cannot replace Deliciated
airline customer services. Operation employees are the first gateway passengers must face
when traveling by air. Passengers prefer services of the airline that are impressive and
accurate to their needs. Thus, airlines need high-performance employees who can solve
problems at that moment professionally and prevent passengers from hazards. Different
airlines have different job descriptions for their employees. The inefficient job performance of

employees leads to unsafe for passengers, planes, and airports (Centastaff, 2022).
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The competitive business environment in airlines is rapidly changing, and
organizations need to adapt to the rate of change. Success keeps the company getting profit
is not easy as the market is highly competitive, and the skills and capabilities of the employees
are key factors (Dalal et al., 2012). As critical factors, business success depends on
employees' happiness, energy, morale, beliefs, and attitudes. Thus, companies should pay
attention to employees' needs and want (Zaw, Y., & Fernando, M., 2016). If airlines ignore
human factors and employee engagement, they cannot survive in a highly competitive airline
market. Therefore, the authors are interested in studying "The Impact of airline employee

engagement on job performance."

Research Question
The following are research questions to accomplish the aims of the study:
What factor drives airline employee engagement and job performance?
Objective
1. To examine the relationship of Organizational Leadership, Job Satisfaction & Security,
Compensation Justice, Industry Competition Climate, and Work Environment on employee
engagement.
2. To study the impact of airline employee engagement on job performance.
Theoretical background and literature review.

Although prior research has explained that employee engagement positively influences
job performance, this research provides more view of airline employees’ behavior and how
engagement influences their job performance.

Duties and responsibilities of airline employees. No airport or airline can operate
smoothly without operating employees. The airline jobs are generally challenging, and they are
also well paying. Their primary duties are to ensure the safety and comfort of all passengers
who travel through the airport. Duties of airline employees include manning the check-in
counters that serve departing passengers and performing cabin services to ensure that
passengers are comfortable during their flights. Assisting passengers with luggage check-ins
at the ticket counter, answering questions, giving special assistance to disabled passengers,

Etc. (Centastaff, 2022)
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The theory of planned behavior and people’s job performance. This theory started as
the Theory of Reasoned Action in 1980 to predict an individual's intention to engage in a
behavior at a specific time and place. The theory was intended to explain all behaviors of
people that can exert self-control. The critical component of this model is behavioral intentions
that are influenced by the attitude about the possibility that the behavior will have the expected
outcome. The theory has been used to predict and explain many employee behaviors and
intentions. Behavioral achievement depends on both intention and ability. It distinguishes
between three types of beliefs behavioral, normative, and control (Ajzen, 1991). The theory is
related to behavior at work and job performance. As the COVID-19 pandemic spread globally,
airlines banned flights, and many airline employees have been forced to stay at home or have
been layoff, leading to jobs unsecured. Employees are worried about reduced income, unpaid
leave, unemployment, and unfair treatment by the airlines, affecting the organization's

engagement and job performance (Tsai K-C et al., 2022).
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Figure 1 Behavioral Change Models
Source: Wayne & LaMorte, 2019
Hypothesis and Research Framework.
Based on the literature review, this study proposes research hypotheses and a
framework, as explained below.
Many scholars agree that organizational justice and job satisfaction can significantly
affect employee engagement. Moreover, organizational loyalty makes employees provide

good service quality (Dalal et al., 2012; Maha Ahmed & Zaki Dajani, 2015). The employees’
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recognition can maintain and improve the image of the company. Employee engagement refers
to the strong desire of employees to keep being with the company. Suppose the employees
believe in the organization’s values and goals. In that case, they are willing to work hard to
pursue organizational benefits, which leads to good job performance, and employee
performance is involved in improving customer satisfaction. (Weiss et al., 1967; Mowday et al.,
1982; Liebermann & Hoffmann, 2008; Maha Ahmed & Zaki Dajani., 2015).

Employee engagement. Employee engagement is the extraordinary effort over the
minds and the hearts that means rational and emotional commitment. Employee commitment
is a vital part of employee engagement in that commitment is conceptualized as enthusiasm to
apply energy for the organization's success (Ambar et al., 2015). The engaged employee
shows identification, commitment, absorption, and efficacy by focusing energy, vigor,
dedication, and passion for their work (SHRM, 2017). Employee engagement is one of the
primary determinants of high-quality job performance (Kotze et al., 2014). Therefore, this study
assumes that employee engagement impacts job performance, and the following hypothesis
is proposed.

Hypothesis 1: Employee engagement is positively and significantly related to job

performance.

Leadership style and employee engagement. Leadership style greatly influences
employee psychology and the possibility of self-development. Several studies have shown that
leadership can increase employees’ psychological capital and enhance employees’ trust in
leaders, enabling employees to show better performance. Leadership can reduce employees’
improper behavior and improve employees’ job satisfaction (Cameron & Quinn, 2017; Avey et
al., 2011). Positive leadership that shows self-confidence, optimism, resilience, and high
motivation can advocate employees’ potential and development (Youssef & Luthans, 2012).
Airlines leaders that treat employees fairly provide encouragement and support, create
opportunities for participation, develop employees’ skills and show authentic concern for their
subordinates can retain the employees with the company. Businesses that unaddressed
leadership and teamwork could result in growing turnover rates and degraded performance

due to a lack of direction and inspiration (SHRM, 2017). Consequently, this study projects a
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relationship between organizational leadership style and employee engagement as a
proposed hypothesis.
Hypothesis 2: Organizational leadership style has a significant impact on employee

engagement.

Impact of job satisfaction and fairness transparency. There are two aspects to
measuring employee job satisfaction: external and internal satisfaction. External satisfaction
comprises workplace environment, salary and compensation, welfare system, peer
relationship, and leader's leadership style. Internal satisfaction includes recognition,
achievement, autonomy, learning, promotion, and honor from work (Weiss et al., 1967; Murphy,
2002). Fairness and transparency are powerful fundamental concepts that can make a lasting
impression on employees and employers. Justice in compensation and task assignment can
influence company outcomes, including job satisfaction, job security, and organizational
commitment. Fair pay affects employee performance, mental health, and citizenship behaviors
(Li et al., 2015; Barling et al., 2003). Some scholarly works revealed that satisfaction with
compensation strongly correlates with the employee's decision to stay in the organization.
Employees can be engaged by reward, recognition, and respect (Kundu & Lata, 2017; Nazia
& Begum, 2013). Some argue that compensation does not directly impact engagement; justice
compensation and fair salary rise can increase employee retention capabilities. Thus, this
study predicts a relationship between job satisfaction, compensation justice, and
organizational employee engagement and proposes the following hypothesis.

Hypothesis 3: Job Satisfaction & Security has a significant impact on employee
engagement.

Hypothesis 4: Compensation justice & fairness transparency has a significant impact

on employee engagement.

Impact of work environment in the organization and industry competition on employee
engagement. Employees are significant resources to service industries. Advanced technology
has caused most organizations to be more and more technology driven. However, the value of
employees in an organization is not reduced because the technology requires people to

operate (Kossivi & Kalgora, 2016). The work environment is conducive to carrying out
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organizational values, trust within the department, the ability to speak freely, efforts to make
everyone feel a part of the team, and accountability within the department (Kaisa et al., 2019).
A team-oriented atmosphere is vital because good teamwork can drive and encourage
employee engagement (Sharafizad et al., 2019). work-schedule flexibility and social support
help businesses retain employees working longer (Loan-Clarke et al., 2010). The airline offices'
locations are in the same terminal, so the welfare and work atmosphere of the competitors'
airlines can tempt the employee to change working places. Therefore, this study considers that
the work environment significantly impacts employee engagement, and the proposed

hypothesis is below.

Hypothesis 5: Work environment has a significant impact on employee engagement.

Hypothesis 6: High competition among the industries is related negatively to employee

engagement.
Organizational Low Turmover
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Figure 2: Research framework

Research Methodology
Sample and data collection procedure

This study focuses on airline operation employees because they are the primary
laborers in the airline industry. The authors distributed questionnaires at eight airlines operating

in Thailand, with pilots, cabin crew, ground service agents, ramp personnel, and reservation
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and ticketing staff are our target respondents. We distributed 200 surveys across all
determined airlines with the help of personnel assigned by the company and 160 surveys via
online google forms. Data were collected from airline industry employees through a structured
questionnaire. 305 usable surveys were obtained from current airline employees for a response
rate of 85.83%. 67% of employees were employed by the airlines located at Suvarnabhumi
Airport, 22% were at Don Muang Airport, and 11% were hired by the airline, which office is in
a metropolitan city. Of the service employees, 68.88% were women, 43.60% were within the
age range of 31-40 years, 61.96% were university graduates, and the average job tenure was

between 4-6 years.

Data Analysis

The authors selected the appropriate data analysis method based on the research
purpose and the measurement level of the variables. A Structural Equation Model (SEM) was
used for data analysis to explore the relationship between potential factors and to test the
proposed hypothesis. Average in the degree of agreement in factors influencing employee
engagement used the interpretation of the stratified value by using a 5-level measurement

principle (Best & Kahn, 1998) as follows:

Table 1: Five level Measurement Principle

AVERAGE SCORE DESCRIPTION
1.00-1.50 Very less significant
1.51-2.50 Less significant
2.51-3.50 Average
3.51-4.50 Significant
4.51-5.00 Very significant

Results
Table 2 shows the respondents’ general profile, which summarizes gender, age, work
tenure, education, job position, income, and working hours. Most of the respondents, 133 out

of 305 (43.60%), are of age group 31-40 and have job tenure between 4-6 years, which means
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the employees of this age group have experience working and know their organization well.
The respondents are more female than male, where 68.88% are female, and 31.12% are male.

The majority have completed their bachelor's degree (61.96%).

Table 2: Demographic profile of respondents (n=305)

Group Indicator Frequency Composition ratio
(People) (%)
Gender Female 204 68.88
Male 101 31.12
Age range 21-30 86 28.19
(Years old) 31-40 133 43.60
41-50 60 19.67
51 or older 26 8.52
Education Diploma & lower 91 29.83
Bachelor’s 189 61.96
Master's & higher 25 8.21
Job position Manager or higher 66 21.63
level Supervisor or 239 78.36
lower
Job tenure 1-3 75 24.59
(Years) 4-6 162 53.11
Over 6 68 22.00
Total 305 100

Descriptive statistics
The overall descriptive study result is presented in table 2.

Table 3: Covariance Matrix

ICC OGL JSS WEV CPJ EEG JPF
ICC 1.00
OGL 0.93 1.00
JSS 0.89 0.92 1.00
WEV 0.81 0.78 0.86 1.00
CPJ 0.76 0.87 0.83 0.81 1.00
EEG 0.74 0.77 0.82 0.90 0.87 1.00

JPF 0.80 0.76 0.85 0.84 0.78 0.88 1.00
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The detail of the statistical analysis is shown in Table 3. Job Performance (JPH) relates
positively with Employee Engagement (EEG) at 0.88. Employee engagement (EEG) has a
positive relationship with Compensation Justice (CPJ) at 0.87, and Compensation Justice
(CPJ) has a positive relationship with Work Environment (WEV) at 0.86. The results also show
the relation between Job Satisfaction (JSS) and Organizational Leader (OGL) at a high level of
0.92 and the relation of | Organizational Leader (OGL) with Industry Competition (ICP) at 0.93

Table 4: Factors Impact on Employee Performance

Seq. Factors X S.D. Rank Description
No. No.
1 Organizational 4.62 0.558 1 Very
Leadership (OGL) significant
2 Job Satisfaction & 4.57 0.675 2 Very
Security & (JSS) significant
3 Work Environment 4.22 0.494 3 Significant
(WEV)
4 Compensation Justice 3.84 0.583 4 Significant
(CPJ)
5 Industry Competition 3.65 0.534 5 Significant
Climate (ICC)

Table 4 illustrates that the factor impact employee performance is Organizational
Leadership (OGL), which is the highest significance, with a mean of 4.62 and a standard
deviation of 0.558. Airline employees also rated the Job Satisfaction & Security & (JSS) with
very significant by a mean of 4.57 and a standard deviation of 0.675. the factors of Work
Environment (WEV), Compensation Justice (CPJ), and Industry Competition Climate (ICC)

were perceived as significant, respectively.

Discussion and conclusion

Employee engagement is critical for any organization, especially airlines; the company
strives to achieve a high level of service quality through experience and skillful employees. The

role of airline employees who constantly interact with customers is essential in achieving
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customer satisfaction and preventing service disruption (Albrecht et al., 2017). The relationship
of organizational performance, like employee customer service performance, the image of the
company, and service quality, are related to employee engagement. Results of the study show
that Organizational Leadership (OGL) has the highest impact on employee job performance.
Strong characters with clear vision leaders serve as role models for airline employees. Ethical
leadership is associated with a positive influence on employee performance (Resick et al.,
2006).

Job Satisfaction & Job Security & (JSS) positively affect job performance. Some
research proposed Job Satisfaction is a major factor of employee job engagement (Shuck et
al., 2017). In contrast, the satisfaction with pay, training, working conditions and incentives did
not significant direct influence on employee engagement (Adedapo & Adedapo, 2020). Job
insecurity negatively impacts employees’ psychological well-being and causes stress, leading
to less responsiveness to their work (Pienaar et al., 2013; Dereli, 2012). Leader's effectiveness
and employee job satisfaction & job security dramatically led to increased employees' job
performance. Contrary to previous work, job stress and security were non-significant (Karatepe
et al., 2020).

Although Work Environment (WEN), training and development, and autonomy are less
influenced than management supervision and leadership. The supportive work environment
that employees receive from their immediate colleagues, superiors, and other departments
stimulates employee outcomes and enhances job performance (Kossivi & Kalgora, 2016). The
construct of employee engagement is closely related to employee well-being (Luthans et al.,
2008).

Compensation Justice (CPJ) was perceived as less significant than other factors. The
pay gap in the airline industry was not much. Government and air transport authorities
encourage equal salaries to ensure airline employees are being paid equitably. The results
also show that Industry Competition Climate (ICC) has a less significant impact on job

performance.

Recommendation
This study’s results suggest a relationship between leadership and employee engagement

which can enhance employee work outcomes. Consequently, airlines must invest in the
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development of high-quality leadership training. Leaders who care for subordinates’ feelings
and needs, give a chance for vision sharing, and arouse enthusiasm, can promote employee
engagement. This research suggests that airlines should support leaders to care about

employees’ attitudes to improve engagement.
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ABSTRACT

This work aims to identify the interaction between government and private agents' fund-seeking
activity, namely the sale of new financial instruments, by utilizing the Vector Error Correction
Model. To estimate the model, the data from 8/2011 to 1/2022 of government bond, treasury bills,
State Enterprise Bonds, and Corporate Bonds are downloaded from Bank of Thailand website.
The empirical evidence reveals that the security issuances by the government have a long-run
relationship with the security issuance by private agents. The bidirectional short-run relationship
between these issuances is also found. Government and private financial institutions can use the
findings of this study to plan a fund-raising strategy and policy to stabilize business and economy.

Keywords—financial Security, Long-Run Relationship, VECM
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1. Introduction

The availability of funds to support government activities and economic expansion is one of the
government's top priorities. Typically, the government acquires these funds by selling government
financial instruments. However, the funds gained through this channel will absorb money from the
economy and impact the liquidity of the financial market, impeding economic expansion.

In a crisis situation, governments often have funded their expenditure by issuing
government debt, e.g. in the Covid-19 epidemic period, fiscal deficits and government debt
issuance were especially high, and debt issuance is projected to remain at higher levels in 2022
(Baker et al., 2021). In this case the bond market becomes a critical channel for government to
acquiring funds.

Government security issuances play many critical roles in the bond market. First, debt
issued by either the central bank or the central government is critical for the development of a
credit market. Such securities are generally safer than debt instruments issued by private parties.
Second, the yield on government debt serves as the baseline from which all other debt
instruments in the same market can be priced by adding appropriate risk, liquidity and term
premium to the underlying pure interest rate. This changing rate of interest can alter the quantity
of corporate security trading in the market. For instance, changes in long-term Treasury rates will
induce more trading in long-maturity corporate bonds and less trading in short-maturity bonds.
Also, the price of corporate fixed-income instruments is directly affected by changes in long-term
interest rates. This interest-rate effect will be stronger for higher duration bonds as their price is
more responsive to interest-rate changes (Hotchkiss et al., 2017). It also evidence that corporate
often issue bonds when interest rates are low or expected to rise (Rixtel et al., 2016). Third, high-
quality securities aid market development by providing quality collateral to secure financial
transactions. Finally, a well-developed domestic bond market helps the government to finance its
fiscal deficit in a non-inflationary way (Vajs, 2014).

When there is an excess demand for long-term securities, the term premium may

decrease, resulting in a flatter yield curve. In contrast, when there is an excess supply, the term
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premium will increase, steepening the yield curve. Thus, the characteristics of a government
security, such as maturity, currency of denomination, and its holders, such as banks, institutional
investors, and non-residents, will have a significant impact on the term premium, and
consequently the shape and slope of the yield curve. When this maturity reduces market interest
rates, it will encourage the issuance of corporate bonds (Vajs, 2014).

In a crisis, the bond market becomes stressed, as evidenced by spikes in bond yields
and credit spreads, widening bid-ask spreads, and outflows from bond funds. This tension on the
bond market has been caused, for instance, by the correlation between government bond
markets and other debt markets. This market correlation demonstrates the increasing integration
of the financial market. During times of stress, corporate bond markets were particularly hard hit
by the spillover from government bond markets, and investors with extreme risk aversion
demanded a higher compensation for holding risky corporate bonds. Consequently, corporate
bond spreads widened and their issuance decreased significantly (EMEAP, 2022).

In the empirical study, it was discovered that bond yield, central bank policy rate (Duca
et al., 2014), and the supply of government bonds affect the fluctuation of corporate bond
issuance (Badoer & James, 2016). Although the negative relationship between government
borrowing and corporate debt may be strong, it was discovered that the long-term debt of large
credit-worthy firms is more sensitive to government debt than that of small financially constrained
firms (Ayturk, 2017).

The effects of government securities are not limited to corporate bonds; they also affect
the efficiency of monetary policy. Specifically, when government securities are close to money, it
affects the transmission mechanism of monetary policy, thereby limiting the options and outcomes
of monetary policy, which affects the country's financial stability.

Motivated by the significance of government securities to the government source of fund
and the financial market stability, this study is conducted to determine the effect of government
security on the movement of corporate security. It addressed the idea for expecting a money

supply in the economy which should benefit for monetary policy design. The outline of the
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remaining is as follows: Section 2 presents the academic works that supported the research
framework. Section 3 describes the research methodology and results will be presented in

Section 4.

2. Literature Review

This section will begin with an introduction to financial securities and the concepts that explain
the influence of government security issuance on corporate financing strategy.

Bond is a debt investment, in which an investor loans money to an entity that borrows the
funds for a defined period of time at a fixed interest rate. This security is often seen as a safer
haven, comparing to stocks, during times of economic uncertainty. For the private companies,
the corporate bonds are issued to raise funds for their operations. This bond is typically
considered to be more risky than government bonds but offer higher interest rates. The length of
the bond can vary, but most corporate bonds have a maturity of 10 years or less. For government
security, Treasury bills (a short-term debt, typically had a maturity of one year or less), government
bonds, and state enterprise bonds are issued by the governments in order to raise funds for its
operations. The funds raised through these issuances are used for various purposes, such as
paying the salaries of government employees, and funding social welfare programs.

The theory of economics provides several explanations why government borrowing
affects corporate financing policies. According to the conventional view of budget deficits,
government borrowing increases aggregate demand, which in turn causes an increase in interest
rates and a decline in investment. However, when wealth effects are present in the portfolio
decisions of investors, government borrowing will alter the relative returns of assets based on the
substitutability of assets and rise in the cost of debt. Thus, government borrowing will have the
opposite effect on corporate debt financing (John et al., 2014).

The effects of government securities on corporate securities may be explained by the
market timing hypothesis and the Gap-filling theory of corporate debt. Regarding the market

timing hypothesis, it states that the firm issues the cheapest security first, implies that the firm
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prefers internal to external financing, and then makes gradual adjustments over time toward an
optimal target capital structure. The timing of debt and equity issues plays an important role in
corporate financial policy. The market timing affects the firm’s capital structure by utilizing book-
to-market ratios, a proxy for the value of the firm, and it found that high leverage firms raised
capital during periods when their book-to-market values were high and low leverage firms raised
capital when their book-to-market ratios were low. These are evidence that capital structure is the
cumulative outcome of past attempts to time the equity market. This can be understood by
assuming that markets are inefficient. This will allow managers to time the equity market and issue
equity when they perceive that investors overvalue the firm. Consistent with the market timing
hypothesis it expects firms to issue equity when equity is most overvalued, and when equity is
undervalued it expects the firm to issue debt (Elliott et al., 2008).

For the Gap-filling theory of corporate debt, it was constructed based on three main
assumptions, i.e., First, the bond market is partially segmented, in that there are some important
classes of investors who have a preference for investing at given maturities. These investors might
include, e.g., pension funds, who, based on the structure of their liabilities, and have a natural
demand for long-term assets. Second, there are shocks to the supplies of long and short-term
bonds that are large relative to the stock of available arbitrage capital. These supply shocks are
associated with the changes in the maturity structure of government debt. Third, there are
arbitrageurs (e.g., broker-dealers and, more recently, hedge funds) who attempt to enforce the
expectations, but do so incompletely, leaving behind some residual predictability in bond returns.
These three assumptions imply that bond-market predictability takes a particular form, i.e., when
the supply of long-term Treasuries goes up relative to the supply of short term Treasuries, long-
term Treasuries must offer a greater expected return. Based on these assumptions, Gap-filling
theory states that 1) corporate issuance will fill in the supply gaps created by changes in
government financing patterns. When the government issues more long-term debt, firms should
respond by issuing more short-term debt, and vice-versa. Thus there is a strong negative

correlation between the maturities of government and corporate debt; 2) when the government
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share of total debt is larger, gap-filling behavior by firms will be more pronounced, because larger
supply shocks imply a larger reward for liquidity provision; 3) those firms with the smallest costs
of deviating from their maturity targets will be the most aggressive gap fillers. A firm that is
relatively unconstrained in its investment behavior is less likely to pay a price if it deviates from its
maturity target than a firm with a weak balance sheet. Thus firms with stronger balance sheets
respond more elastically to changes in the structure of government debt; and 4) corporate market
timing ability can be increased by including government debt maturity in the forecasting
regression (Robin et al., 2008).

In summary, according to the market timing hypothesis, expectations of low interest rates
paid on debt can induce managers to issuance in order to ‘time the market’ and profit from the
future low rates. In this respect, as long as government security reduces interest rates and/or
creates expectations of lower rates in the future, the incentive to increase issuance would be
maintained. Alternatively, in the gap-filling theory of corporate debt, when government bonds are
purchased by the public sector the corporate sector would act as liquidity provider by enhancing

its bond supply which would be absorbed by the markets (Duca et al., 2014).

3. Methodology

To test the effects of government securities and their long run relationship with corporate security,
this work employs the Johansen Cointegration Test and Vector Error Correction Model (VECM)
(Johamen & Jtiselius, 1990) (Mishra, 2011).

Johansen cointegration test can be expressed by:

Ayr = ap +1ly—1 + 25:11 LAY + &, (1)

Ay, =ay+ By, + ) 30y, +e,, (2)

i=l1
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where ,Bi and 61’ are the coefficient matrices, A is the symbol of difference operator and p is
the lag order selected. This approach use two likelihood ratio test statistics to obtain the number
of cointegrating vectors namely, the Trace test and the Maximum Eigenvalue test which can be,

respectively, written as:

7(r)=-T3In(1-4) . ©

i=r+l

A (77 +1) = —Hn(l—érﬂ), (4)

where é is the expected eigenvalue of the characteristic roots ad T is the sample size. " and

N are cointegrating vectors. For Vector Error Correction Model (VECM), it can be expressed by:

Ay, =a, + pecml,_ + Y 0Ny, + Y yAx,_ +&,, (5)
i=0 i=0
Ax, = a, + pecm?2, | + Za)iAyt_i + ZyiAxt_i +é&,,, (6)
i=0 i=0

where @, and y, are the short-run coefficients. p is the lag order, ecmlt_l and
ecmZt_lare the Error Correction Term. €1¢ and Ex¢ are the residuals. To estimate model,
the data, from 8/2011 to 1/2022 consisting of 249 observations, of government bond (GBN),
treasury bills (GTR), State Enterprise Bonds (GPB), and Corporate Bonds with maturity of 1 to 5

years (PDB) are downloaded from Bank of Thailand website.

4. Empirical Results

To meet the requirement of model analysis, the unit root test is firstly conducted and its results
shows that the null hypothesis of having a unit roots was rejected, which means that the data is
stationary at level. Then, Johansen cointegration is tested, and its result indicates that there are
seven cointegrating equations at a 5% level of significance. Also, it show that all government

securities have a positive long-run relationship with PDB.
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Table 1 VECM estimation

Error Correction: D(PDB) D(GTR) D(GBN) D(GPB)
CointEqg1 -0.298660 0.273257 0.560995 0.222084
(0.07159) (0.11921) (0.14052) (0.04367)
[-4.17176] [2.29216] [ 3.99231] [ 5.08606]
D(PDB(-1)) -0.436511 -0.176596 -0.216892 -0.121673
(0.08054) (0.13411) (0.15808) (0.04912)
[-5.42009] [-1.31681] [-1.37207] [-2.47701]
D(PDB(-2)) -0.291172 -0.106739 -0.131272 -0.119937
(0.07616) (0.12682) (0.14948) (0.04645)
[-3.82335] [-0.84168] [-0.87819] [-2.58206]
D(PDB(-3)) -0.199520 -0.153324 0.046018 -0.114520
(0.06391) (0.10642) (0.12544) (0.03898)
[-3.12203] [-1.44077] [ 0.36686] [-2.93800]
D(GTR(-1)) 0.000109 -0.284701 0.055902 -0.010687
(0.03911) (0.06512) (0.07676) (0.02385)
[ 0.00278] [-4.37171] [ 0.72825] [-0.44804]
C -471.7053 -412.1846 -704.0179 -187.3186
(1052.30) (1752.29) (2065.45) (641.827)
[-0.44826] [-0.23523] [-0.34085] [-0.29185]
R-squared 0.378698 0.135509 0.435186 0.411416
Adj. R-squared 0.343733 0.086858 0.403400 0.378292
F-statistic 10.83076 2.785326 13.69108 12.42054
Log likelihood -2718.898 -2843.836 -2884.119 -2597.767
Akaike AIC 22.30937 23.32927 23.65812 21.32054
S.D. dependent 20304.93 28664.25 41800.01 12724.10
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Error Correction: D(PDB) D(GTR) D(GBN) D(GPB)

From Table 4, the estimated coefficient of error-correction term, CointEq1, in the D(PDB)
equation is statistically significant and has a negative sign at the 5 percent level of significance.
The coefficient value of -0.2987 indicates the speed of adjustment towards a long-run equilibrium
of PDB, which is about 29.87 percent each month, i.e., any short-run deviation from the long-run
equilibrium will be resolved. In addition, the results from Granger causality test indicate that there
is bidirectional causality between GBN and PDB, i.e., GBN does Granger Cause PDB and PDB
does Granger Cause GBN.

The idea of the effect of government securities on corporate bonds can be captured

from the impulse response and variance decomposition analysis in Figure 2 and Table 8.

Respanse of POE ta GTR

Response of POB to GEN

Response of PDE to GFE
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Figure 1 impulse respond analysis

Table 2 variance decomposition analysis

Period S.E. PDB GTR GBN GPB
1 16449.08 100.0000 0.000000 0.000000 0.000000
2 17060.27 99.37912 0.175066 0.055611 0.390199
3 17659.91 97.50040 1.129537 0.427122 0.942942
4 18377.87 94.09539 1.363699 1.514290 3.026619
5 19868.59 90.56201 1.344843 3.540060 4.553090

It was discovered from Figure 2 that the issuance of government securities would induce
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the corporate bond. However, the effect of government securities on corporate security, as
observed from Table 8, is very small, e.g., in the second period, only 1.129537, 0.427122, and

0.942942 percent of PDB’s variance came from GTR, GBN, and GPB, respectively.

5. Discussion

The results from the previous section show that there are positive long-run relationships between
medium-term corporate bonds, treasury bills, and government bonds, which means that, over
time, the quantity of government and corporate securities tend to move in the same direction.
Also, it discovers the short-run bidirectional causality between government bonds and medium-
term corporate bonds.

These discovered relationships have fiscal and monetary policy implications. Thus, the
relationship between corporate bonds, Treasury bills, and government bonds must be extended
to include the money supply, financial markets, and monetary policy. In this case, it will realize
that each of these elements can have a significant impact on the others, and the interactions
between them can create a feedback loop that can amplify or dampen economic activity.

Government securities are an important factor in the financial markets because their
quantity and attributes, e.g., maturity and interest rate (Hotchkiss et al., 2017), can affect
corporate financing strategies and the money supply in the economy. The reduction of money
supply and the rising interest rates on these securities can cause the interest rate to rise, which
can have a significant impact on economic activity. That is, when the money supply is low, it can
lead to deflation and a rise in the interest rate. Also, when interest rates on Treasury bills or
government bonds are high, it indicates that the government is borrowing at a higher rate, which
can lead to an increase in interest rates and borrowing costs for businesses (Lidiema, 2018). This
rising cost of funds will reduce the ability of businesses to operate because when interest rates
are high, businesses have to pay more to borrow money, which can impact their bottom line. High
interest rates can also make it more difficult for businesses to expand, as they may be less able

to afford the capital costs associated with growth.
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The decision on government security issuance can also manipulate the operation of the
financial market via the deviation of funds available and interest rates, which may lead to
inefficiency in fund allocation. Moreover, the efficiency of monetary policy can be ruined as
government security issuance can affect money supply and interest rates (Smith, 1956). The
changing of the interest rate will be amplified in particular by the reaction of corporations to
security issuance because competition between government and corporations can create a
constraint in funds available and thus accelerate the rate of change of the interest rate, which
may go beyond the target of monetary policy and have a negative impact on business and the
economy. Therefore, the government needs to optimize the quantity of new security issuance in

a manner that supports business activities and monetary policy targets.

6. Recommendation

The recommendation from the results of the analysis is that the public debt should be structured
in ways that do not magnify the macroeconomic or financial consequences of market shocks,
e.g., a sudden drop in the exchange rate, a sharp rise in domestic short-term interest rates, and
a temporary loss of market access. Also, central banks need to prepare to respond to the impact
of government security issuance with possible policy actions, including asset purchases, new

liquidity facilities, enhanced access to existing facilities, and monetary policy easing.

Conclusion

This study employs the Vector Error Correction Model to investigate the relationships and
responses between government and private agents' fund-seeking activity through the sale of new
financial instruments. To estimate the model, the data and model's properties are investigated. The
data for government bonds, Treasury bills, state enterprise bonds, and corporate bonds from
August 2011 to January 2012 is downloaded from the Bank of Thailand website. The empirical
evidence indicates that there are positive long-term relationships between medium-term corporate

bonds, treasury bills, and government bonds, indicating that the quantity of government and
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corporate securities tends to move in the same direction over time. In addition, it reveals the
bidirectional short-term causality between government bonds and medium-term corporate bonds.
Consequently, the public debt should be well-structured, and the central bank must be ready to

respond to the impact of government security issuance.
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Abstract

Modern technology and dynamic changes in business environment inevitably affect
business operations. Intellectual capital is a business strategy that connects technology to action
in order to create competitive advantages and lead the organization towards sustainability in the
future. The purpose of this research was to examine the influence of intellectual capital on
corporate financial performance. This quantitative research studied the financial data of 107
companies in service industry listed on the Stock Exchange of Thailand in 2020. The intellectual
capital efficiency was measured by MVAIC model, which consisted of human capital, structural
capital, capital employed, and relational capital. The data were analyzed based on a structural
equation model.

The results showed that intellectual capital influenced corporate financial performance
when ROA was used as a statistically significant positive measure at the .05 level. This study
reflects that proper investment and intellectual capital management can enhance firm profitability,
especially asset management efficiency.

Keywords: Intellectual Capital; Corporate Financial Performance; Service Industry
Introduction

The COVID-19 pandemic, a global threat, significantly decreased the total revenue and
total net profit of several companies listed on the Stock Exchange of Thailand in 2020. Obviously,
the pandemic affected Thai listed companies more severely than any other threats in the past 10
years (The Stock Exchange of Thailand, 2022). According to the WTQ's Services Trade Barometer
WTO, published March 11, 2020, global services trade growth remains weak during the end of
2019 and the first quarter of 2020. It shows a below-trend growth in global trade in services (The

World Trade Organization, 2022). As a result, various companies have increasingly adapted to
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digitalization and built business networking while creating trade alliance in order to create
business opportunities, expand their business, and increase their competitive advantage.
Relational capital, which is a component of intellectual capital, has been adopted in order to
satisfy consumers since their behavior has changed. The Covid-19 pandemic, a new threat that
affects the Thai economy, is the most important risk factor that has slowed down the growth of the
Thai economy and forced various business sectors to reduce their employment or close down,
especially in the international trade, manufacturing industry, services industry such as tourism
and related businesses (Department of Trade Negotiations, 2022). Obviously, the strictness of
cross-border travel, shopping mall closure, lock down, and work from home policy ceased the
operations of various services, such as airports, airlines, hotels, logistics. Additionally, the impact
on the manufacturing and service industry has also led to a slowdown in global investors.
According to the United Nations, direct investment would drop by up to 15 percent. The decline
in investor confidence would also affect stock market indices around the world (Department of
Trade Negotiations, 2022) . Current business operations encounter several problems and
challenges due to the new normal life. Rapid development of digital technology and social media
has a direct impact on customer behavior, and influences changes in business model. It is
inevitable that organizations apply modern digital technologies, such as e-marketing, fin-tech,
and artificial intelligence in their business operations to enhance their competitiveness and
stabilize their performance.

The concept of intellectual capital was introduced by Edvinsson (Human Capital,
Structural Capital and Customer Capital). Subsequently, the concept of intellectual capital was
expanded by measuring the intellectual performance with VAIC™ as a model to measure firm
value (Ante Pulic, 2000). It is recommended that the composition of intellectual capital being
adjusted by increasing relational capital to reflect the improved performance of intellectual capital
(Ulum, Ghozali, & Purwanto, 2014). Later, there was also a study on the MVAIC model (Ardhiani
& Nasih, 2019; Nasih & Iswati, 2020; Soetanto & Liem, 2019). There confirmed that MVAIC model
by adding the relational capital variable was more precise than the VAIC™ model. Intellectual
capital was developed in 1997 by the VAIC™ model to provide information related to performance
measurements in value of tangible and intangible assets. The VAIC™ model, which was created
based on accounting data and financial reports, is a simplified model that has been widely used

to measure the performance of intellectual capital. The intellectual capital measurement MVAIC
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was later adopted as a form of measurement used to measure intangible assets in an efficient
and quick manner (Ulum et al., 2014). The most challenging aspect of conducting research in
this area was insufficient data due to financial disclosure restrictions on intellectual capital (Clarke,
Seng, & Whiting, 2011), which results in the imperfections of structural capital measurement in its
classic form VAIC™. Although this type of study is useful for the development of organizations in
service industry, the intellectual capital concept remains scarce in developing countries,
including Thailand. The service industry plays an important role in economic development at
national and international levels. The rapid changes caused by digital disruption severely affected
businesses around the world, including Thailand. Digital disruption leads to the development of
digital marketing platforms, such as online channels, customer relations, after-sales services.
Artificial intelligence (Al) is applied in business models to increase the efficiency and
effectiveness in data analysis and data processing. It also provides convenience, as well as
improves service quality. To achieve the best firm performance, an organization must be able to
retain existing customers while expanding the market to attract new customers for business
growth. It is necessary to use technology to increase business efficiency. Integrated modern
technology and company operations are beneficial for businesses to increase agility, flexibility,
and speed in analytics and data processes, product management, cost management, and
service processes. The high value of intellectual capital leads to the growth of intellectual capital
services companies. Thus, a firm with sufficient intellectual investment can provide quality
services, while other competitors cannot. In other words, the growth of service providers depends
on the application of intellectual capital in order to reach a better competitive position as a result
of intellectual capital activities: human capital (HC), structure capital (SC), and relational capital
(RC). A model of MVAIC developed by (Ulum et al., 2014) was used in this study since the
business nowadays has been impacted by rapid technological change.

With the aim to expand knowledge and understanding in intellectual capital and stable
performance in the Thai context, this study pointed out that the management can turn crisis into
an opportunity. It is vital that organizations adjust their corporate foundations and strategies by
focusing on business networking and alliance while adopting new and advanced technology to
run an online business. Furthermore, the personnel development in terms language skills,
technical and digital skills is essential since the skills can also be applied after the crisis.

Research Objective
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The objective of this study was to examine the influence of intellectual capital on financial
performance of companies in service industry listed on the Stock Exchange of Thailand.
Literature Review
Intellectual Theory

According to (Edvinsson, 1997), the key concept of intellectual capital theory is not only
knowledge management, but also human capital management and organizational structures in
order to strengthen organizations and competitive advantages. Sveiby (1997) stated that an
increase in workload can lead to an evolutionary perspective and identifying the ability to explain
the capabilities of human capital.

Intellectual Capital

Intellectual capital refers to the knowledge and competence of a firm that maintain a
sustainable competitive advantage (Akhter, 2020). It has four performance measures: human
capital efficiency(HCE), structural capital efficiency (SCE), relational capital efficiency (RCE), and
capital employed efficiency (CEE). Human capital efficiency (HCE) refers to human resources,
which are valuable organizational assets derived from the knowledge, skills, and abilities of
individuals that lead to organizational changes (Wang, Jin, & Banister, 2019). Structural capital
efficiency (SCE) refers to structural funding is supported based on the systematic and clear
internal knowledge in organizations, such as values, cultures, processes, protocols, procedures,
technological innovations, and intellectual property ( Costa, Fernandez-Jardon Fernandez, &
Figueroa Dorrego, 2014 ). Structural capital consists of intangible and tangible elements of an
organization, along with its internal data(Costa et al., 2014). Capital employed efficiency (CEE)
reveals the value from investing in non-current asset: land, buildings, and equipment in the
production process, and intangible assets: patents and computer programs (Ante Pulic, 2004).
CEE is used to measure the efficiency of an increase in intrinsic value of non-current and
intangible assets (Andes, Nuzula, & Worokinasih, 2020; Ulum, Kharismawati, & Syam, 2017).
Relational capital efficiency (RCE) refers to stable performance in response to the market and
the power of loyalty to customer relationships (Akhter, 2020).

Financial Performance

Firm performance indicators can be divided into two categories: financial performance

and non-financial performance. Obviously, return on assets (ROA) is the most popular indicator

to measure financial performance (Dzenopoljac, Jano$evic, & Bontis, 2016; Gupta, Goel, &
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Bhatia, 2020). This study also used return on assets (ROA) as a management efficiency indicator
of the use of assets to generate profits or returns for the firm, regardless the capital factor or cost
of capital. This study used the calculation ratio on SETSMART available for firms in the service
industry.

ROA = Profit (Loss) before Interest and Income Tax Expense * 100

Total Assets (Average)
Conceptual Framework

Independent Variables Dependent Variables

Human capital efficiency (HCE)

Sftructural capital efficiency (SCE)

Intellectual Capital
MVAIC Model Financial Performance
Return on Assets (ROA)

Capital employed efficiency (CEE)

Relational capital efficiency (RCE)

Control Vairables:
-Firm Size, Firm Age, and Leverage

Figure.1 Conceptual framework
Related research of intellectual capital

The influence of intellectual capital on the performance of insurance companies was
examined in an empirical study, and its results indicated certain evolution in the benchmarks of
intellectual capital performance and identified its influence of intellectual capital on the firm
performance of the organization (Iswatia & Anshoria, 2007 ). Additionally, a study on the
effectiveness of intellectual capital in the Australian financial sector demonstrated the ability to
create value from the influence of human capital (Joshi, Cahill, Sidhu, & Kansal, 2013). There was
also an attempt to examine the impact of intellectual capital on SMEs' boutique operations in
Kuching, Sarawak State, Malaysia, and the study pointed out that the intellectual capital
component significantly contributed to the co-operation and positive effects in enhancing the
performance of small and medium enterprises (SMEs) in Malaysia (Khalique & bin Md Isa, 2014).
Furthermore, a statistically significant positive effect of the value-added intellectual coefficient
(VAIC™) on firm profitability was found (Hoang, Nguyen, Vu, Le, & Quach, 2020). Additionally, it
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was found that intellectual capital had a significant and positive impact on firm performance
(Soetanto & Liem, 2019). Previous studies suggested that intellectual capital affected company
value and financial performance (Clarke et al., 2011;Costa et al., 2014; Iswatia & Anshoria, 2007;
Joshi et al., 2013;Khalique & bin Md Isa, 2014; Mondal & Ghosh, 2012; Seleim & Khalil, 2011).
Research Methodology
Research Questions and Hypotheses

This study examines whether intellectual capital influences the corporate financial
performance of Thai listed firms in the service industry. Thus, the research questions are as
follows: Research question: Does intellectual capital influence corporate financial performance?

Ariff, Islam, & van Zijl (2016) found that the combined intellectual capital had a positive
impact on the corporate marketing performance. In addition, Xu & Wang (2018) confirmed that
intellectual capital had a positive impact on corporate financial performance and sustainable
growth by applying VAIC™ model in the study. However, MVAIC model is used in this study since
certain variables are added in order to cover the changes in business nature. It was estimated
that the intellectual capital used in this model had a positive influence on financial performance.
Thus, the hypotheses are as follows:

Ho: Intellectual capital has a positive influence on corporate financial performance.

H1: MVAIC has a positive influence on ROA.

Data Sampling
The data are the financial reports of listed companies in the service industry in 2020.
The 107 samples were selected to ensure the merits of the fit test according to Hoyle (1995), who

recommended a sample size of 100 to 200.

Table 1 Sample in Financial Statement Research in 2020

Sample Number of firms

Companies in service industry listed on the Stock Exchange of Thailand in 2020 115

excluding:
Companies in rehabilitation 2
Company with unavailable information 6
Total 107

Source: Setsmart. (2021).
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On SETSMART, a reporting tool provided by the Stock Exchange of Thailand, firms can
access Form 56-1 and file their statements (Setsmart, 2021). The data collected from SETSMART
will be used to calculate the value of intellectual capital with the MVAIC model.

Table2 Summary Variables and Measurement

Variable Symbol Measurement Reference

Independent Variable MVAIC HCE + SCE + CEE + RCE (Ulum et al., 2014; Ulum et al., 2017)

Intellectual Capital

Value-Added VA Operating Profit+ Employee Costs+ Depreciation+
Amortization

Human Capital Efficiency HCE Value Added / Human Capital

Structural Capital Efficiency SCE Structural Capital / Value Added

Structural Capital = Value Added -Human Capital

Capital Employed Efficiency CEE Value Added /Capital Employed
Relational Capital Efficiency RCE Relational Capital / Value Added
Dependent Variable ROA Profit (loss) Before Financial Statements and Income Tax | (Ardhiani & Nasih, 2019; Ariff, Islam, &
Return of Assets * 100/ Total Assets (Average) van Zijl, 2016)
Control Variables SIZE Log of Total Assets (Nimtrakoon, 2015; Zuchruf, Mangesti, &
Firm Size Muhammad, 2019)
Firm Age AGE The Number of Years the Firm has been Listed on the | (Coad, Segarra, & Teruel, 2013)
Firm (Year)
Leverage LEV Total Debt *100 (Hamdan, Buallay, & Alareeni, 2017)

Total Assets

Where: OP: Operating Profit, EC: Employee Costs, D: Depreciation, A: Amortization, HC: Human Capital; Total
Employee Costs, SC: Structural Capital, VA-HC, CE: Capital Employed; book value of total assets, RC:
Relational Capital, Marketing Cost and Distribution Channel. MVAIC model was derived from accounting data
based on the statements of financial position and financial statements provided. Return on Assets, and Control

variables use Firm Size, Firm Age, and Leverage.

From table 2, shows that the indicators of this variable obtained from the literature review
and see return on assets (ROA), intellectual capital (MVAIC) model, firm size (SIZE), firm age
(AGE), and leverage (LEV). Therefore, the study had chosen as part of this study
Data Analysis

Descriptive and inferential statistics were used in this quantitative study. Descriptive
statistics, including minimum, maximum, mean, frequency, and standard deviation were applied
for the independent variables: intellectual capital measured by MVAIC, the dependent variable:
ROA, and the control variables: firm size, firm age, and leverage. For data analysis, inferential
statistics, including Pearson's correlation coefficient, path analysis, and structural equation

modeling (SEM) were used. With structural equation modeling (SEM), the research could
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simultaneously examine a series of relationships. The SEM method of AMOS program could
reduce the sample covariance and covariance matrix of the observed measurements. According
to (Makki & Lodhi, 2014), path analysis is a structural equation model (SEM) that provides a variety
of statistics to verify the concordance of the structural equation model with empirical data. In
addition, it is recommended to use a minimum of four tests: xz, GFI, NFI, or CFI, NFI, and SRMR
(Kline, 2015). The researcher obtained secondary data from the service industry using financial
data. However, the research was unsuccessful as some financial statements were missing in 2020
with a total of 5 data. Such as outliers from the boxplot graph. So, this study used an analysis of
102 data. Data transformations were used to modify variables as requirement for analysis. For
example, the log conversion is for the size of the company. Those are because it is necessary to
create an approximately normal distribution. Furthermore, reduce the size difference in
companies of very different sizes (Hair, Anderson, Babin, & Black, 2010).
Results of the Research

Descriptive statistics comprising minimum, maximum, mean, and standard deviation
were used in this study. The independent variable was intellectual capital, represented by MVAIC.
The dependent variable was ROA. The control variables were firm size, firm age, and leverage as

shown in Table 3.

Table 3 Descriptive Statistics of Variables (n=102)

Std.
Unit Min Max Mean Deviation Skew. Kurt.
MVAIC Value -2.32 6.78 2.68 1.511 -0.18 0.99
ROA Ratio -17.59  25.30 2.82 7.98 0.03 0.12
LSIZE Log 5.73 8.72 6.80 0.67 0.64 -0.03
AGE Years 1.00 78.00 31.39 15.18 0.16 0.24
LEV Ratio 0.03 0.84 0.43 0.20 0.01 -0.98

Where: MVAIC = Modified intellectual capital efficiency, ROA= Return on Assets, LSIZE= Natural log of firm

size, AGE= the number of year companies, LEV= Ratio of leverage total debt / total asset.
In Table 3, the results showed that the mean of MVAIC was 2.68, and the standard

deviation of MVAIC was 1.51. The mean of ROA was 2.82, and the standard deviation of ROA
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was 7.98. The mean of LSIZE was 6.80, and the standard deviation of LSIZE was 0.67. The mean
of AGE was 31.39, and the standard deviation of AGE was 15.68. The mean of LEV was 0.43,
and the standard deviation of LEV was 0.20. The normal distribution of this sample was tested by
skewness and kurtosis. The value of skewness was between 0.64 and -0.18, and the value of
kurtosis was between 0.24 and -0.98.

Table 4 Correlation Matrix

MVAIC ROA Ln Size AGE LEV
MVAIC 1
ROA 0.599** 1
Ln Size 0.097 0.030 1
AGE -0.104 -0.084 0.024 1
LEV -0.022 -0.177 0.484** -0.139 1

" Denote statistical significance at the 0.01 level (2-tailed).

The Pearson’s correlation coefficients between dependent variables are shown in Table
4. According to the results, intellectual capital (MVAIC) was positively correlated with return on
assets (ROA) with a moderate correlation (r) = 0.599, at statistically significant at 0.01. The
correlation between variables had a correlation coefficient between -0.177 and 0.599, which was
within the acceptable range and had no problem of high correlation according to (Devore & Peck,
1993). If two variables were highly correlated, the correlation would be less than -0. 80 or greater
than 0.80. Multicollinearity was not found in the data. Additionally, it is recommended that the
skewness should be between -1 and +1 to simulate a normal distribution (Vanichbuncha, 2013).

Thus, the data was normally distributed and could be analyzed by a structural equation model.

Structural Equation Modeling (SEM)
R*=38.10%
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MVAIC =9
LGSIZE
Chi-square=6_240 , df=5, p=_284 A8

ggmlzf%zz 248, GFI=.978, CF|=.983 RMSEA=.050
Figure 2 Research Model Results

The model was adjusted by changing the Modification Index (Ml), which is a statistical
value used for modulation decisions. The modulation technique was to add a line to connect the
LSIZE and LEV variables in order to reduce the degree of independence. After the model was
adjusted, the test results showed that the model was consistent with the empirical data with chi-
square = 6.240 (p-value = 0.284 >0.05), CMIN/DF = 1.248, GFI = 0.978, AGFI = 0.933, CFl =
0.983, NFI =0.925, and RMSEA = 0.050 as in Figure 2, which shows the influence of path
analysis.

Table 5 Regression Weights

P_
B S.E. CR
value
ROA <--- MVAIC 0.586 0.410 7.487 0.000*
ROA <--- LEV -0.210 3.385 -2.350 0.019*
ROA <--- AGE -0.054 0.041 -0.694 0.487
ROA <--- LGSIZE 0.076 1.045 0.849 0.396

* p<0.05

The results in Figure 2 and Table 5 show that intellectual capital (MVAIC) had a positive
influence on ROA (B =0.586, p = 0.000 < 0.05) at the 0.05. Moreover, the volatility of ROA was
due to the direct influence of intellectual capital (MVAIC) by 38.10%. Thus, the H1 is supported.
However, there might be other factors that influenced the data analyzed in this study. For example,

employee-related expenses might be affected by economic conditions and the COVID-19
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pandemic. The temporary closure of businesses during the pandemic prevented the use of non-
current assets, and the annual depreciation of non-current assets. It also led to business
transformation from offline to online, including creating trade alliances which could reduce costs.
Previous studies measured the value of intellectual capital by using the VAIC™ model (Pulic,
2000). However, this study added a distribution channel to relational capital in MVAIC model.
Innovation has been implemented in organizations in the form of digital marketing platform, such
as search engines and application in order to be consistent with new normal and digital disruption
era. It is essential that organizations adapt to the changes, and the MVAIC model developed by
(Ulum et al., 2014) is recommended. In addition, the results confirmed the intellectual theory. The
concept of intellectual capital also focuses on human capital. in knowledge management to
strengthen organizations and optimize asset utilization. (Ardhiani & Nasih, 2019; Costa et al.,
2014; Hoang et al., 2020; Khalique & bin Md Isa, 2014; Khan, Yasser, & Hussain, 2015; Mondal
& Ghosh, 2012; Nasih & Iswati, 2020; Serenko & Bontis, 2013; Soetanto & Liem, 2019).
Conclusion

The objective of this study was to analyze the influence of intellectual capital by
expanding the efficiency of human capital, structural capital, capital utilization, and relational
capital (Ulum et al., 2014). In previous studies, relational capital was focused only on common
marketing expenses, such as advertising, promotion, and sales commissions. However, a number
of factors, such as the rapid change of advanced technology and the coronavirus outbreak since
2019, have negatively impacted the economy of Thailand and the world. The pandemic and its
economic impact have led to the market volatility, which challenges business policies. Thus,
modern digital technologies and marketing strategies have been adopted and applied with care
to improve business efficiency. However, there is a question how the expenses on digital
marketing, such as on advertising platforms, search engines, application, and virtual online store
affect firm performance. These factors were included in this study, and the results revealed that
intellectual capital had a positive influence on ROA. This concept confirms the positive influence
between intellectual capital and stable performance. In the age of knowledge with high
competition, it is necessary to apply tangible and intangible assets, skills, knowledge, and
experience to create a knowledge-driven organization rather than focusing in producing goods
and services. The results of this study show that organizations should emphasize on the use of

intellectual capital, which consists of human capital, structural capital, capital employed and
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relational capital. Intellectual capital can be applied to analyze accounting information in addition
to the disclosure in the financial statements. Furthermore, it also benefits the decision-making,
strategy and policy formulation processes. It would not only enhance the competitive advantages
of the enterprise, but also national economic development as a whole. Thus, future research
should also explore other indirect factors that influence intellectual capital and corporate financial
performance.
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The Influencing Factors of Economic Crop Development of Community Enterprises
in Samut Sakhon Province.

Panisala Bussaratrakul Tawee Jamjamrat and Eumporn Sirirat

Abstract:

The economic crops development for sustainability emphasis on the balance of the
ecosystem that provides enough good quality products for farmers and consumers, develops
self-reliance, and focus on local community. Samut Sakhon Province has developed agriculture
and added value of agricultural products with indigenous identity character to allow the
agricultural system continue as long as possible without affecting the ecosystem. This article
focuses on analyzing factors influencing the economic crop development of community
enterprises in Samut Sakhon. It consists of four indicators: government policy, manufacturing
cost, technology, and marketing strategy.

This research is a quantitative research. The 400 samples were selected from farmers in
Samut Sakhon by using stratified sampling; the sample size was set to 20 times the observed
variable; questionnaires were used to collect data and analyzed the data with a structural equation
model. The research results shows that the most important factors with the greatest influence on the
economic crop development of community enterprises in Samut Sakhon is the government policy,

followed by technology and production costs and marketing strategies, respectively.

Keywords: influencing factor; economic crop development; community enterprise; Samut Sakhon

Province

Introduction:

As community enterprises face numerous problems, such as marketing challenges and
the inability to transfer businesses to the next generation. However, the strong points of
community enterprises include the involvement and support of a lot of government agencies and
the opportunity presented by consumer requirements for the handicraft of goods and products,

Aree and others have recommended eight strategic guidelines for the management of community
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enterprises; they also recommend that the government use the model of the Bangsai Royal Folk
Arts and Crafts Centre of Her Majesty Queen Sirikit of Thailand to set up policies that support
community enterprises. (Aree Naipinit Thongphon Promsaka Na Sakolnakorn Patarapong
Kroeksakul, 2015).

Xin Long Xu and others have found planting scale, crop diversity, climatic conditions, and
topography have a significantly positive impact on a continuous crop residue supply, whereas the
planting structure, temperature square term, energy pressure, and the economic development level
have a significantly negative one. Finally, a regression-based decomposition method was used to
measure the contribution rate of each variable onto the inequalities in the continuous supply of crop
residues, which confirms that the impact of characteristics of crops on its continuous supply was the
highest. The economic development level is the most important factor that affects the inequalities in
the continuity of crop residue supply. This result were achieved by using different measurement
methods, and based upon the findings obtained. Policies and suggestions for ensuring sustainable
and bioenergy-oriented crop cultivation were proposed. (Xin Long Xu, Hsing Hung Chen & Yi Li)

Between 2007 and 2017, the Thai agricultural sector grew at a rate of less than 1 percent,
mainly due to restrictions of use and access to inappropriate production factors. Technology
application, innovation and degradation of natural resources affect the of agricultural productivity
upgrading and income. In the past, measures were taken to alleviate the problems, but most of
them were short-term plans for solving instant situations. This reflects that the Thai agricultural
sector can still be developed to enhance its potential and competitiveness to be comparable to
other manufacturing sectors and to be part of raising Thailand to a developed country. (Master
Plan under the National Strategy, Agriculture Issues, 2018 — 2037, p.1)

Therefore, laying the foundation for long-term development to carry to the development
and problem solving systematically need direction of development to enhance the
competitiveness of the crops, livestock and fisheries sectors in order to bring about income
opportunities, create food security and improve farmers’ quality of life for the next 20 years. As a
consequence, the Master Plan under the National Strategy on Agricultural Issues focus on
upgrading production to standard quality and safe, taking advantages of outstanding and product
identity, variety of biodiversity in each area, developing agricultural products, processing of

goods in order to create value for agricultural products, supporting and promoting the

88

MIUTERNENINNTIEAUNALAE IR Used U w.e.2565

National and International Conference 2022



ecosystems development in the agricultural sector to enhance development for continuous
growth and strength.

Samut Sakhon has an area of 872.347 square kilometers or 545,217 rai. It is located in the
central part of Thailand. The province consists of 3 districts, 40 sub-districts. From the farmer
registration database of the Department of Agricultural Extension, there are 10,512 registered
farmers. The total area of the province is 99,793 rai. The activities with the largest area are coconut
planting, sea salt farming, seafood shrimp farming (brackish water), mango planting, etc. The
central database (farmer one) of Office of Agricultural Economics indicates that farmers have
registered to grow herbal plantson 494.89 rai in Samut Sakhon, 98 farmers have 7 kinds of main
herb plants. The most widely cultivated herb is betel. Samut Sakhon has the top 3 major economic
crops such as coconut, rice, and longan respectively. (Department of Land Development, 2021).

In addition, the far future economic crops of Samut Sakhon would be 1) Baan Phaeo fragrant
coconuts which are planted over the 3 districts: Baan Phaeo, Krathum Baen, and Samut Sakhon
distict; 2) Baan Phaeo Longans Phuangthong which are planted In Baan Phaeo and Krathum
Baen, besides, there are other alternative plants, such as guavas, mangoes, bananas, flowering,
and ornamental plants; 3) herbal plantsthat the government policy supports the concept of BCG
(bio-circular-green economy) or bio-economy to drive the country's economy. Herbal plants are
interesting because it is an important source of raw materials used in various fields such as
medicine, dietary, supplements and cosmetics. Therefore, herbal plants are inspired as
alternative crops in 2021, and operated under the advantageous market. In case the direction of
the herbal market expands more, it will help farmers who grow herbs to generate income and
stability in living. (Department of Land Development, 2021).

From the situation mentioned above, the overall picture at the national and the provincial
level as Samut Sakhon, the development and value-adding of indigenous agricultural products is
an urgent need to develop to compete and uplift along with other industrial sectors, to make
communities stronger, to reduce inequality and to be self-reliant. Therefore, the researcher is
interested in studying. “The Influencing Factors of Economic Crop Development of Community
Enterprises in Samut Sakhon Province” to find out what factors that have an influence on economic
crop development of community enterprises in Samut Sakhon. The researcher aspired that the

results from this study will be beneficial for the agricultural sectors in setting policy and implying
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to the implementation that will response agricultural business queries suitably and well effects on

Thai farmers.

Research Objectives:
The research aims to study factors related to government policy, production cost,
technology, and marketing strategy that influence economic crop development of community

enterprises in Samut Sakhon Province.

Research Hypothesis:
1. The development of economic crops for the sustainability of community enterprises
depends on government policies, production cost, technology and marketing strategy;
2. Marketing strategies depend on government policies, production cost, and technology;
3. Technology depends on government policies and cost of production; and

4. Production cost depends on government policy.

Research Method:

This research on “The Influencing Factors of Economic Crop Development of Community
Enterprises in Samut Sakhon Province” is a quantitative research to acquire findings on various
issues that are more complete by using research model and techniques as follows:

1. Population and sample group in this quantitative research were 5,999 farmers in Samut
Sakhon. The sample size was determined by using the 20:1 criteria of the observed variable, a
statistical techniques of Structural Equation Modeling (SEM), Rule of thumb (Westland, 2010),
that is 5 - 20 times the observed variable (Ding, Velicer & Harlow, 1995) as the sample size was
large. (Hair et al., 2010). This research had a total of 20 observation variables, so the sample size
calculating according to the above techniques was equal to 400 samples (20 x 20). After the
sample size calculating had been completed, the researcher conducted stratified random

sampling according to the proportion of the farmers in Samut Sakhon, as shown in Table 1:

Number of sample group = Total number of sample group x Number of populations in each group

Total number of populations
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Table 1: Sampling Size (n = 400)

Proportion
Plantation group Population Sample size
(percentage)

Coconut 786 13 52
Longkong 532 9 35
Pineapple 943 16 63
Rice 1,122 19 75
Fruit tree 925 15 62
Vegetable, flower, Ornamental plant 835 14 56
Thai herb 856 14 57

Total 5,999 100.00 400

Source: Office of Agriculture and Cooperatives, Samut Sakhon Province (2018)

From Table 1, it can be concluded as follows:

Sample group:

The number of samples was classified by farmer group in Samut Sakhon. Once the number
of samples as mentioned above in the table was completely calculated, a simple sampling
method was used with a draw method to obtain the complete sample as desired. However, all the
samples used in the research required cooperation and consent of the research participants to
receive the most accurate and complete information for the research.

2. Research variables:

Independent variables are: Government policy that consists of research and training,
career pride, farmers debt resolution, and export promotions; Production cost that consist of
financing, labor management, land and water management, and pest management; Technology
that consists of agricultural machinery, logistic management, electronic commerce, and standardization;
Marketing strategy that consists of pricing, distribution channels, product development, and
promotion.

Dependent variable is the economic crop development of community enterprises that
consists of observed variables as follows: 1. Risk of economic income, 2. applying community
governance, 3. preserving ecosystems, and 4. preserving culture.

3. Research limitation:
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This research on “The Influencing Factors of Economic Crop Development of Community
Enterprises in Samut Sakhon Province” is a quantitative research which the researcher aimed to
study academic information, concepts, and theories related to the content of economic plant
development of community enterprises in Samut Sakhon in terms of government policy,
production cost, technology, and marketing strategy as well as other concepts to make the
research content complete.

4. Research tools:

The tools used in this quantitative research were questionnaires, checklists and rating
scale. The questionnaires were divided into 5 items: 1) economic crop development of community
enterprises, 2) government policy, 3) production cost, 4) technology and 5) marketing strategy.
Tools were verified to find validity by presenting questionnaires to 5 experts in economic plant
development and research methodology. After receiving the approval, the researcher improved
the tools as well as checked their quality by determining the conformity index between questions
and objectives, (Item - objective congruence index: |OC). After getting the complete
questionnaires, the researcher tried out them with 30 population that is similar to the sample group
similar to the sample to find the reliability by using Cronbach’s Alpha Coefficient. (Cronbach,
1990) The reliability received was 0.989.

Research procedure:

1. Date collection:

The researcher brought the edited questionnaires to collect data from 400 farmers in Samut
Sakhon by using Simple Random Sampling and checking the complement of the questionnaires.

2. Data analysis:

After receiving the survey responses, the researcher brought them to be processed as
follows:

1. Descriptive Statistics were used to describe the general characteristics of the samples
and analyze factors influencing the economic crop development of community enterprises in
Samut Sakhon including government policy, production cost, technology and marketing strategy.
The statistics used in data analysis were: Frequency, Percentage, Mean and Standard Deviation.

2. Inferential statistics were used to test the hypothesis of factors influencing the economic
crop development of community enterprises in Samut Sakhon, then Structural Equation modeling:

SEM was used to analyze to test the relationship between latent variables and observation
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variables, and the relationship between independent and dependent variables to determine the
influence of government policy, production cost, technology and marketing strategy, which
influenced the economic crop development of community enterprises in Samut Sakhon.

Results

Results of respondent general information:

The results of 400 respondents’ general information are presenting by number and

percentage as shown in Table 2.

Table 2: Number and the percentage of respondents’ general information.

Number percentage
Personal Factors
400 100.00
Gender
Male 202 50.50
Female 198 49.50
Age (Year)
Under 20 11 2.75
20-30 77 19.25
31-40 90 22.50
41-50 106 26.50
51-60 69 17.25
Over 61 47 11.75
Education
Undergraduate 198 49.50
Bachelor degree 189 47.25
Masters’ degree or above 13 3.25
Monthly income (Thai baht)
Less than 10,000 18 4.50
10,001-20,000 61 15.25
20.001-40,000 234 58.50
40,001-60,000 48 12.00
More than 60,000 39 9.75
Period of farming (Years)
Less than 2 64 16.00
2-5 71 17.75
6-10 120 30.00

More than 10 145 36.25
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From Table 2: it shows respondents’ general information which can be discussed as follows:
Gender: it indicates that there are 50.50% males and 49.50% female respondents which the
number is nearly balanced. Age: it shows that most of the respondents are 41-50 years, that is
26.50%, followed by 22.50 % of 31-40 years, 19.25% of 20-30 years, 17.25% of 51-60 years,
11.75% of over 61 years, respectively, and there are only 2.75% of the youngest group at the age
of less than 20 years. Education: it was found that most of the respondents holding undergraduate
degree, that is 49.50%, followed by 47.25% of Bachelor Degree holders, and only 3.25% holding
Masters’ Degree or over. Monthly income: it shows that most of the respondents generate 20,000-
40,000 baht, that is 58.50%, followed by 15.25% of those who generate 10,001-20,000 baht,
12.00% of them generate 40,001 — 60,000 baht, only 9.75% of them can generate over than 60,000
baht, and the poorest group can only generate less than 10,000 baht monthly income. Period of
Farming: it was found that there are 36.25% of respondents who have worked on a farm the
longest, as they have worked for more than 10 years, 30.00% of them have worked for 6-10 years,

17.75% of them have worked for 2-5 years, and 16.00% of them have worked only for 2 years.

The results of the structural equation model analysis.
The researchers modified the model based on the modification index and received an
appropriate result and a structural equation model that was better compatibility with data. The

results after the model adjustment were shown in Figure 1.
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Chi-Square=106.01, df=87, P-value=0.08114, RMSEA=0.023

Figure 1: The results of the structural equation model analysis.
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The result of modifying the correlation path in the model was that the overall model
improvement is shown in Figure 1, which shows the standardized regression coefficient. After the
model updating, it was found that the accessibility indicators matched well with the data. It meets

the criteria of the compatibility rate with the data shown in Table 3.

Table 3: Data compatibility Index.

Indicators Data compatibility Before Result After Result
Index Rate Model Updating Model Updating

X'/df <2.00 4.79 Fail 1.22 Pass

P-value > 0.05 0.0000 Fail 0.081 Pass

RMSEA < 0.05 0.097 Fail 0.023 Pass

Standardized RMR < 0.05 0.018 Pass 0.009 Pass

GFlI 0.90 to over 0.84 Fail 0.97 Pass

AGFI 0.90 to over 0.79 Fail 0.94 Pass

CFl 0.90 to over 0.98 Fail 1.00 Pass

CN Not less than 200 113.83 Fail 441.90 Pass

From Table 2: it can be explained as follows:

1. The relative chi-square value (Xz/df) is 1.22, indicating that the model is fit with the
empirical data as the relative chi-square is less than 2.00.

2. P Value is 0.081 which indicates that the model is in relative harmony with the empirical
data, as the P Value is more than 0.05.

3. The two Absolute Fit Index that the researcher considered are: 1) Goodness of Fit Index:
GFI equals 0.97, as GFIl is between 0 - 1, and the acceptable GFl is more than 0.90; and
2) Adjusted Goodness of Fit Index: AGFI equals 0.94, it indicates that the model is harmonious
with the empirical data as AGF| is between 0-1, and the acceptable AGFI is more than 0.90.

4. Conformity Index in Tolerance, the index that the researcher used to for the consideration
is root mean square residual (RMR) which is 0.009, it indicates that the model is consistent with

the empirical data as it is less than 0.05.
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5. Square root index of Root Mean Square Error of Approximation: RMSEA is 0.023 which
indicates that the model is quite consistent with empirical data as RMSEA is less than 0.05.

6. Comparative Fit Index: CFl is 1.00 which indicates that the model is in relative harmony
as CFlis 0.90 to over.

7. The index of Critical N: CN is 441.90, which indicates that the model is in relative harmony

as CN is more than 200.

Table 4: The analysis results of direct and indirect influence of latent variables from BETA and
GAMMA values and displays the values of manifest variables from Lambda Y, Lambda

X values.

Cause and Effect Relationship

Variable Influence

DE IE TE
Government Policy (POLICY) 0.13** 0.74** 0.87**
Production Cost (PROCOST) 0.10* 0.36** 0.46**
Technology (INTECH) 0.55** 0.19** 0.74**
Marketing Strategy (MARKET) 0.25** - 0.25**

Remark: * Significant at the 0.05 level, ** Significant at the 0.01 level.
TE = Total Effect, |IE = Indirect Effect, DE = Direct Effect

From Table 4, factors that had the greatest overall influence on the economic crop
development of community enterprises in Samut Sakhon are Government Poliy (0.87), follows by
Technology (0.74), Production Cost (0.46), and Marketing Strategy (0.25), respectively. The
factors directly affect the economic crop development was Technology that have the greatest
direct influence, followed by Marketing Strategy, Government Policy, and Production Cost
respectively; while factors indirectly affect the economic crop development was Government
Policy which has the greatest indirect influence, follows by Production Cost and Technology, while

Marketing Strategy has direct influence.
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Table 5 Hypothesis Testing

Hypothesis path o
coefficient t statistics Results
H 1 ECDSCE depends on POLICY, PROCOST,
INTECH, and MARKET
1.1 (POLICY --> ECDSCE) 0.13** 2.57 Supported
1.2 (PROCOST --> ECDSCE) 0.10* 2.06 Supported
1.3 (INTECH --> ECDSCE) 0.55** 5.35 Supported
1.4 (MARKET--> ECDSCE) 0.25** 3.60 Supported
H 2 MARKET depends on POLICY, PROCOST, and
INTECH
2.1 (POLICY --> MARKET) 0.14** 2.59 Supported
2.2 (PROCOST --> MARKET) 0.15* 213 Supported
2.3 (INTECH --> MARKET) 0.74** 9.48 Supported
H 3 INTECH depends on POLICY and PROCOST
3.1 (POLICY --> INTECH) 0.45** 6.16 Supported
3.2 (PROCOST --> INTECH) 0.48** 5.73 Supported
H 4 PROCOST depends on POLICY)
4.1 (POLICY --> PROCOST) 0.82** 12.81 Supported

Note ** js p value £0.01 , and *is p value £0.05

We tested our research hypotheses using SEM. The path coefficients and p-values for the
proposed theoretical model are reported in Table 5. Our final model is presented in Fig. 1 based
on our hypothesis testing. We found support for H1 ( POLICY, PROCOST, INTECH,
MARKET --> ECDSCE) (p < 0.05), H2 (POLICY, PROCOST, INTECH --> MARKET) (p < 0.05),
H3 (POLICY, PROCOST --> INTECH ( p < 0.01), and H4 (POLICY --> PROCOST) (p < 0.01).
Therefore, Our study empirically supports prior research which found that government help,
technology, marketing strategy and innovation to increase production efficiency offers significant
development of economic crops for the sustainability of community enterprises (Supathanit

Termsangaunwong, 2013; Thanyapat Wattanajiraphan, 2018; Jintana Kanchanawisut).

Research Discussion:
The economic crop development of the local people can offer employment for farmers to

generate more income. They are able to do their own business sustainably although they have to
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confront with the dynamic global condition, that is the risk of economic income, community
governance principles applying, ecosystem preservation and cultural preservation. The
development of economic crop for sustainability focuses on the balance of the ecosystem, good
quality product, and sufficient for farmers and consumers, while there are not any problems of
health, society, and economy. (Department of Agricultural Extension, 2009, pp. 22-23).

The government emphasizes on the process of developing community potential to promote
and support community enterprises, to strengthen the community to be self-reliant. It is in
accordance with Jintana Kanchanawisut's research finding (2019), that the community owns its
enterprises and operates primarily. The community has creative initiatives to acquire innovation
by using learning and production processes. It combines with the base of local and international
wisdom. The use of systematic linking of various activities and learning process as the heart to
be self-reliant. The reorganization of relationships between people resources and knowledge to
be main factors can contribute learning, management and development. This is in accordance
with the research of Supathanit Termsangaunwong (2013), which found that business was
planned, implemented, reviewed, updated regularly with production plan and every business

used a combination of marketing promotion in various ways.

Government policy consisting of research and training, building professional pride, solving
farmers debt problems and promoting exports which were the variable that has the greatest total
both direct and indirect influence on the economic crop development of community enterprises
in Samut Sakhon. As the government policy encourages small-scale farmers to assemble together
to produce large-scale production, hence, there is a production and marketing plan created
together to reduce production costs, while increase productivity, and improve product quality to
reach the standards. nevertheless, there is a market to support and increase the bargaining
power of farmers. Encouraging farmers to be responsible for the environment is also an
agricultural standards upgrading to a higher standard level. Assisting farmers to manage the
risks from agricultural price conditions or production conditions is a way to avoid oversupply.
Taking charge of the income structure is to consider the ability of pay off the debt of the farmers.
This is in accordance with the research of Rattaphong Chantakananurak (2015) which found that
solving or alleviating farmers' debt problems will continue the development as well as providing
knowledge on economic cost management in agriculture and non-agricultural sectors including

guidelines for proper distribution and production management. It is also related to Thanyapat
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Wattanajiraphan (2018) who has proposed to the government to help solve the debt problem,
develop a learning center so that farmers can acquire learning skills in agriculture in various forms
from experts, community sages, in order to apply the concept of Low-cost farming practices and
approaches to modern farming.

Technology consists of agricultural machinery use, logistics management, electronic
commerce and standards setting have secondly direct and indirect influence on the development
of economic crops of community enterprises in Samut Sakhon. Various technologies applied to
value added for farmers, such as agricultural machinery can help reducing production labor while
getting more products and assist in the processing of agricultural products. Logistics
management provides customers confidence when ordering farmer products. There is safety in
goods transportation for customers confidence. Electronic commerce or commerce through
electronic trading system by creating social media pages online to create internet agricultural
products selling is consistent with the research of Samran Saraban (2018) which found that new
generation farmers is an agricultural entrepreneur who uses technology and innovation to
increase production efficiency by providing courses that are in line with the changes and needs
of them and develop those courses along with various research agencies. The new farmer's
incubatoris used as a source of knowledge exchange and a model for the new generation farmers
including building a network of new farmers. In addition, the new generation farmers should be
developed with potential to access funding sources and marketing channels. Increasing use of
digital technology in communication. In addition, the new generation of farmers should be
developed with potential to access funding sources and marketing channel, and also increasing
digital technology use in communication.

Production cost consisting of financing sources, labor management, land and water
management, and pest management had the third direct and indirect influence on the
development of economic crops of community enterprises Samut Sakhon. Production expense in
activities carries good quality products that is in accordant with customers’ needs. In terms of
financing, farmers are able to find investment funding from short-term sources and access to
seasonal capital. The government agencies provide assistance and advice the method of
accessing various funding sources, managing of arable land to be allocated for the benefit of
oneself and the community as a whole, providing water from natural water sources to store for
use in the dry season, and not using chemicals in order to keep the water source clean and safe

from residues.
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The major production cost in the development of economic crops aims to both Thais and
neighbors’ labor management at a reasonable rate of employment, and to promote workers to
develop agricultural skills. This is in accordance with the research by Thiwa Donlao (2021) which
reveals that labor will be the most important engine of change in this modern economic world.

Marketing strategy including pricing, distribution channels, product development and
selling promotion were the variable that has the least overall influence. However, it is still an
important variable for the economic crop development of community enterprises in Samut
Sakhon. Developing a marketing strategy is a very important part. Choosing the right marketing
strategy to match the target market requires creating a marketing strategy in the right ratio.
Sakrannit Leksuth and Pongsiri Pituratcharoenkul (2020) explain that organic market management
guidelines should be classified as community markets with a variety of organic products, a clear
price tag, the ability to distribute products and the product can be easily purchased, including in
product development, the appropriate price determination with the quality. This finding is
consistent with the research by Siripong Thanman and Nirinthana Busaphruek (2019), which was
found that the priority is quality and value for the benefit received, increase distribution channels
and sales promotion, and good services to meet the customers’ needs of achieving satisfaction

in agricultural products.

Suggestion:

From the research results, it was found that factors Influencing the Economic Crop
Development of Community Enterprises in Samut Sakhon is the government policy to the
economic crop development of community enterprises in Samut Sakhon to be carried out under
the economic policy; they are protecting and preserving the farmers’ interests in production and
marketing, promoting agricultural products to receive the highest return, as well as promoting the
agricultural product processing industry to create economic value adding. Nevertheless, all
agencies involved in community enterprises in Samut Sakhon should develop a roadmap for the
development of the agricultural sector in all 5 areas, including implying the plan into action
through driving mechanisms at the level of policies, strategies, and action units in order to answer
the question of agricultural business conducting that is suitable and beneficial to farmers in Samut

Sakhon Province.
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Abstract

This study explores the most important determinant that customers consider of
choosing a business class ticket in Thailand. The samplers of this research are of 309
passengers with experience with business class. The tool used to collect data is questionnaire.
In-depth interviews were performed with seven key informants: passengers, business class
cabin crew, and strategic airline officers. The statistics used for data analysis are percentage,
average, and standard deviation. The findings of this paper reveal that demographic factors,
such as gender, age, education, income, and occupation, affected customer purchase
decision when buying business class ticket. Customers care about the comfort of in-flight
service and seat function, so they rated factors of Seat comfort & In-flight service (SC) as the
most important, followed by Marketing Promotion (MP). The two most minor determinants that
customers consider when buying a business class ticket are Types of Route (TR) and Priority

Service Preference (PS).
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Introduction

The aviation industry is an industry that plays a vital role in economic development. It
contains various components, including the building industry, aircraft maintenance, assembly,
airline personnel development, airport management, air navigation aids, and ground service
equipment. The airline industry connects people, cultures, and businesses across continents
(ICAO, 2018). Airlines manage their revenues by using distance and weight to determine the
fare. For economy class, the airlines also use the time of buying a ticket as one factor that
defines the fare. To illustrate, buying the ticket for several days before boarding will be
cheaper. In some cases, buying a ticket in advance of the business class may cost less than
buying an economy ticket nearby the departure date (Wingtips, 2021). As the income
management, setting the business class fare compile with many factors; for example, the
round-trip ticket will be cheaper than a one-way ticket, the popular route will cost more than
the unpopular, and competitive routes will cost lower due to the competitive conditions. For
instance, Thai airways were ever provided a new campaign, ‘Buying ticket-books of 4 business
class flights’ costs 59,999 THB, and the passenger can choose the destination by themselves
later, under the condition of 1. The departure and arrival must be on the same continents 2.
That route must be the fevered route. (Thaiairways, 2021) Some of the airlines focus on
comfortable and luxury services in business class. Thus, Qatar Airways provides travel kits
fulfil the facility, such as lip balm, face moisturizing spray, and anti-aging moisturizer cream.
The airline also provides pyjamas and 100% cotton slippers to make the passenger sleep well
(Qatarairways, 2022). A bunch of the passengers used the business class as their feeling
after the flight to imagine they felt fresher and more energetic after traveling with the business
class flight because they were having good rest and comfortable, luxurious, and flavourful
food from the inflight service (Expedia, 2022).

After the COVID 19 pandemic, the world economy has changed, and airline revenue
was also decreasing. Therefore, revenue passengers of the airlines had to adapt and create

a new strategy for surviving in the industry. Typically, Business class operates in not only long-
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haul routes or jumbo jet planes of full-service airlines but also some long-haul flights operated
by low-cost airlines. The business class price of the national airlines or the airlines that offer
the direct flight will cost more than the others on the same route. Booking business class tickets
during festivals or peak seasons are expensive due to the limitation of available seats
(Skyscanner, 2022). The cost of passenger business class tickets reflects the comfort and
opulence of their flight experience. It considers every extravagant detail, including the ratio of
cabin crew whose job is to ensure that passengers are delighted (Businessclassexperts,
2022). The ticket fares are different by the airline. The Business class ticket from Suvarnabhumi
International Airport (BKK) to London Heathrow International Airport (LHR), operated by Thai
International Airways, a member of the Star Alliance, cost 187,800 THB per seat, and Emirates
Airlines cost 172,855 THB per seat (Expedia, 2022). The information shows that the airlines
could raise revenue from selling business-class tickets. The authors are interested in studying
the factors that impact the decision-making of buying a business class ticket. Hence, a
research question is what factors lead the passenger to buy a business class ticket from the
perspective of passengers in Thailand? Based on the above literature review, the objective for
this study is developed as follows:

Objective

To explore the most important determinant that customers consider of choosing a
business class ticket for passengers in Thailand.
Research Scope

1. Scope of population

The research team (the authors) only collect the data from the passenger that have
ever traveled by air, both Thai and foreigners, at Suvarnabhumi International Airport and on
the internet.

2. Scope of contents

Independent variables consist of 1) demographic factors, such as gender, age,
education, income, occupation, and frequency of air travel. 2) Buying decision behavior
factors are the interest of convenience during the flight, promotion, priority service, reason for
choosing the airlines, and reason to fly in business class. 3) Type of route factors are the route
characteristics, i.e., short-haul, medium-haul, long-haul, and flight frequency dependent

variables consist of the decision-making to use the business class.
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Scope of time, the authors are starting this research from July to October 2022, which

is four months.

Literature review
Concept of airline companies’ service in each class.

There are both fixed and flexible services by the airlines (Chang et al., 2003). The
example of fixed service are seat size, type of airplane, and baggage allowance. The flexible
service of airline includes in-flight meal service and other service by flight attendants. The
commercial airline can be divided into four types (Finance-Rumour, 2021). 1) Full-service
airlines or premium airlines are provided business class and economy class with international
standards. 2) Low-cost airlines provide cheaper tickets than the others because they can
decrease the expenses of operations, i.e., single fleet aircraft, staff uniform, and passenger
in-flight meal service. 3) Regional airline is an airline that operates flights only within the region.
4) Charter airlines, this airline has a flexible schedule because it will primarily provide only
charter service (Jittanng, 2005).

An airline has various classes of seats on the plane. Passenger sitting each service
class have got different services and comfort. Most airlines separate the class of services into
four classes 1. First class has a wide seat for the passenger and can convert to a bed.
Normally, the first class located on the front of aircraft adjoining the cockpit due to the huge
space. 2) Business class is a class with exceptional services and meals lower than the first
class. Itis generally somewhere in between first class and economy class seats. Passengers
can carry much baggage, approximately 30 — 40 Kgs. per person 3) Premium economy class
seats are almost as spacious as business class. However, in terms of service, it will be the
same as economy class. 4) Economy class occupies with several seats so the seat cannot be
reclined much, and passengers gets normal meals. (Gotogethertravel, 2019)

Consumer behaviour analysis has explained the nature of consumers’ needs and
buying behaviours. How to meet the customer satisfaction and arrange the appropriate
marketing strategies, the 6Ws 1H questions need to be answer. These questions contain of
who, what, why, when, where, and how. The ways to find the answers are to clarify all seven
items or 7Os which consist of Occupant Objects, Objectives Organization Occasions Outlet,

and Operation (Sereerat et al., 1998).
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Table 1 Analyzing consumer behavior

1) Who is in the
market?

Character of occupant 1) demography
2) geography 3) psychology
4) behaviour

Marketing Strategy (4P) contains
developing in the areas of 1) Product
2) Price 3) Distribution 4) Promotion

2) What does

What objects that consumers want to

Product strategy: 1) Main products

consumer buy? Products, product attributes, and the | 2) Product appearance 3) Bunding

buy? differentiation that create competitive products 4) Expected product
advantage.

3) Why does Objectives to buy: Consumers buy Four popular marketing strategies.

consumer products to satisfy physically demanding | which are 1) Product strategy

buy? and psychological aspects. Influencing 2) Marketing promotion strategy,

factors on buying behavior are 1)
psychology

2) social and culture

3) individual factors

3) Price strategy
4) Distribution Strategy

4) Who participates
in the buying?

Roles of organizations influence on
purchasing decisions

1) Ininitiator 2) Influencer

3) Decision maker 4) Buyers 5) Users

The popular strategies are advertising
and marketing promotion strategies.

5) When does the
customer buy?

Occasions to buy

Seasonal marketing promotion such
as time to launch promotion.

6) Where does the
customer buy?

Outlets where consumers go to purchase
such as mall or grocery store

Distribution channel strategy
Bringing the product to the target
market

7.) How does the
customer buy?

Steps in making a purchase decision
(Operations)

1) Awareness of the problem

2) Data search marketing promotion
3) Alternative evaluation

4) Purchase decision 5) Feeling after
purchase

Promotion strategies such as
advertising personal selling, press
release, public relations, and direct
marketing

Source: Sereerat et al., 1998

Customers’ choosing decision.

Deciding means choosing to do something from the available options (Walters, 1978).

How consumers make decisions contains internal factors: motivation, Awareness, learning,

personality, and consumer attitudes, which will reflect their needs, and Awareness of the wide

variety of products to choose from the activities that the consumer engages about the available

information. Moreover, finally, assess the value of those alternatives. (Kotler, 2000)

Sales Promotion

Marketing promotion is analyzing and determining strategies for how to boost sales of

products, with four main methods: sales promotion, such as discount, exchange, and

giveaway strategies, and advertising, such as online advertising or hiring celebrities to review
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products. The use of salespeople such as calls to offer sales. (Sereerat et al, 1998) Airlines
regularly run promotional offers to increase load factors. Though tickets are discounted,
airlines get huge working capital in a short span- which they can use for immediate expenses
instead of taking a loan (Airlineblog, 2018).
Types of routes

Determinants impact passengers’ air ticket choices based on route distance (Elking & Windle,
2014). Short haul is a flight lasting anywhere from 30 minutes to 3 hours. Medium haul is
defined as flights lasting between 3-6 hours. Moreover, lastly, long-haul flights extend beyond
6 hours (MCG, 2021).

Seat comfort & In-flight service in business class. Air travel in business class provides
passengers to get around the globe with good quality and comfort in all aspects of travel.
Business class seats provide extra legroom so passengers can stretch out with a partially
partitioned for some privacy. There is room to recline and some lie-flat for long-haul flights. For
in-flight service, there is a fixed menu of dining, gourmet meals, snacks, and appetizers. In
addition, an extensive menu of champagne, fine wines, cocktails, and whiskey. The amenity
kits such as ear plugs, freshen-up cosmetics, and slippers are given to passengers

(Businessclassexperts, 2022).

Priority services in business class. Airlines give priority service to business class
passengers differently depending on which airline the passenger chooses, the destination,
and the aspects of the flight. When a business class passenger arrives at the airport, their
experience is a luxury. Passenger treatment to a separate, super-fast, and easy luggage
booking area. Most business class passenger lounges are designed for the convenience of
passengers with large, semi-private, comfortable desk spaces, sockets for charging phones
and laptops, large meeting table availability, and separate areas to relax in before the flight.
The business lounges have everything needed to ensure that pre-flight wait time is not
wasted—exclusive areas designed for work — or relaxing (Businessclassexperts. 2022). The
airline provides complimentary alcoholic and non-alcoholic beverages in the lounges and

onboard.
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Seat Comfort &
In-flight service (SC)

Types of Route ) _

(TR) e ' Choosin.g' ™~ ! Business Class
Criteria —. Ticket Choosing
Priority Service (CC) (BCT)

Preference (PS) —

Marketing
Promotion (MP)

Figure 1: Conceptual structure of the study.
Methodology

The researcher used a mixed research methodology combining a qualitative and
quantitative methods. Theories and notions about choices decision-making, Seat Comfort &
In-flight Service (SC), Type of Route (TR), Priority Service Preference (PS), Marketing
Promotion (MP), and other related theories were applied. This paper identifies the most
important factors that influence customers’ choice to buy a business class air ticket. The first
study adopts a qualitative approach with 7 key informants (3 passengers, 2 business class
cabin crew, and 3 strategic airline officers), followed by the second study based on a
quantitative survey with 309 participants. The sample in the research were passengers who
had traveled by plane and had previously flown in a business class.

Research tool, the researcher has chosen the tool used to collect data for the research
as a three-part questionnaire. Part 1: Demographics: gender, age, education level,
occupation, and average monthly income. Part 2: Passenger boarding experience airlines
that have used seat level used frequency of air travel and attitude towards business class
service. Part 3: Factors affecting passengers’ choice of service, which will be divided
according to the experience of the respondents by the questionnaire with closed-ended
questions is a rating scale according to Likert (1932). Each question has five answers to
choose from the least influent to the highest influent. Rating scale criteria is shown in Table 2.

Table 2: Rating scale criteria

Rating score Description
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The highest influent
High influent
Average

Less influent

- N W ~ O

The least influent

As the survey was conducted with Thai airline customers, the questionnaire was
translated into Thai, then translated back into English again. For the research tool validity, a
pretest was performed before distributing the complete questionnaires. A total of 35
questionnaires were distributed to obtain validity and reliability. During the pretesting process,
explanations were also provided regarding unclear or difficult-to-answer questions. Defects
questionnaires were compiled and modified to ensure an effective questionnaire.

Data collection. The researcher conducted data collection with a questionnaire
between August and September 2022. The questionnaire was developed from literature
reviews to fit convenience sampling online google Forms and in-person surveys. The intended
population included airline customers who have experience in air travel. 400 questionnaires
were distributed, among which 324 were returned, and 309 were used for analysis. A random
sampling using the Morgan table sample size of 309 was used (Krejcie & Morgan, 1970).
Analysis data analysis was a descriptive analysis by percent applying, standard deviation,

and mean. The data were then analyzed with a computer program.

Results

The grounded theory approach adopted in this study revealed four factors that airline
customers in Thailand consider when deciding to buy a business class ticket: seat comfort &
In-flight service, marketing promotion, type of route, and priority service preference.

Each participant knew about business class service, and they were questioned
regarding the factors customers considered while choosing a ticket. The interviews initially
probed into evaluating essential services already offered by some existing airlines in Thailand,

such as onboard meals, seat comfort, sale promotion, priority services such as baggage
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allowance, lounge service, and the types of routes. We then asked each respondent which

factors were significant to them. Table 3 describes the results of the respondents’ interviews.

Table 3 Description from the respondents’ interview

give very nice service. In a business
class it seems like cabin crew were
chosen, so the service leaves an

impression to passengers.”

to passengers

Seq. | Quote by respondent Grouping of | Finding theme
No. keywords
“Cabin crew is the face of the face of the airlines, Cabin crew
airlines, and they must be trained to | leaves an impression | friendliness

“Good airline should have great
customer care and good quality of
food

and drinks especially in

business class”.

great customer care,
good quality of food

and drinks.

In-flight service

“When | am traveling from
morning tonight. | prefer big seat that
comfort enough, so it make me sleep

well throughout the flight”.

prefer big seat that
comfort enough,

sleep well

Seat comfort

“Good airline should have special
facilities for patients and for the
elderly. | Travelled in economy class
with my parents few months. | Was
quite impressed by the special
assistance. So, | don't think the
special service is fixed with service

class”.

special facilities,
impressed by the
special assistance,
special service is
fixed with service

class.

Priority Service

Preference

“Sales promotions are something |
consider very much while making my

choice of which airline and which

Sales promotions
are being

considered,

Sales promotion
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Seq. | Quote by respondent Grouping of | Finding theme

No. keywords

class to fly. | used to get promotion promotion to buy
to buy very cheap flight for my wife very cheap flight

when a company buy a full fair ticket

forme.”

Table 3 illustrated that respondents gave important factors on in-flight service and seat
comfort. To reconfirm factors that passengers considered when buying a business class
ticket, we asked questions such as, “what factor is the most important to you while selecting
a business class ticket? In-depth interviewing with a customer who had experience with the
business class services revealed that the reasons passengers fly in business class are about
the seat comfort, inflight service, and the promotion would provide by the airlines. Most of them
consider seat comfort and in-flight services as the first factors to fly in business class, by
means of the size, comfortability, and technology of the business class seat, along with the
promotion of pre-purchasing tickets in a special deal with opening the destination is temping.
The difference in the reason is the type of route (short, medium, and long haul). This varies to
the budget of the passenger and the priority service preference as some passengers already
have priority in the airport, so they consider this factor does not affect their decision on flying
in business class.

The sample used for this study consists of 309 respondents. The sample is classified

by gender, age, education, occupation, and monthly income, as shown in Table 4.

Table 4: Demographic profile of respondents (n=309)

Variables No. of Percentage
respondent
Gender Male 93 30.09
Female 216 69.91
Age 20-29 78 25.24
30-39 82 26.54
40-49 105 33.98

51 and above 44 14.24
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Education

Occupation

Monthly income

High school and lower
College/ graduate and
above

Government officer
Private sector

Self employed

Other

30,000 and lower
30,001-40,000
40,001-50,000

50,001 and higher

116
193

64
139
81
25
57
53
74
125

37.54
62.45

20.71
44.98
26.22
8.09

18.45
17.15
23.94
40.46

Airline customers' behavior shown in table 1 illustrates that 69.91% are female, with a

33.98% age range between 40-49 years old. The educational level showed that the highest

number of 193 (62.45%) respondents were bachelor's holders or higher. Most of the

respondents work in the private sector, and their monthly incomes are 50,001 and higher.

Table 5 Mean, S.D., and opinion level of customers’ choice determinants on buying decision.

Variable Mean S.D. Opinion level Rank
Seat Comfort & In-flight service (SC) 4.36 0.544 Strongly agree 1
Marketing Promotion (MP) 4.24 0.613 Agree 2
Type of Route (TR) (Shot, medium, 4.15 0.535 Agree 3
and long haul)

Priority Service Preference (PS) 410 0.657 Agree 4

Table 5 illustrates that the factors that influence customers' choices decision are 1)

Seat Comfort & In-flight service (SC), with a mean of 4.36 and a standard deviation of 0.544,

2) Marketing Promotion (MP), with a mean of 4.24 and a standard deviation of 0.613, 3) Type

of Route (TR) (Shot, medium, and long haul), with a mean of 4.15 and a standard deviation of
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0.535, and 4) Priority Service Preference (PS) with a mean of 4.10 and a standard deviation of

0.657

Discussion and conclusion

Characteristics of routes (types of routes) and Priority service. Mean and correlation
was conducted to examine the relationship between the factors affecting the customer's
choices to buy business class air tickets. According to the study, the opinions of passengers
who used to use business class service contributed to promoting and supporting passengers'
choice of using business class service. There are essential factors in various aspects: seat
comfort, on-board service followed by Promotional promotions that meet the needs of
passengers. The factors considered for the study are based on Influencing external factors
such as comfort, sales promotion, route, priority service, and customer behavior.

The highest impact factor in choosing a business class ticket is seat comfort and in-
flight service (SC). As reflection of the research results showed a mean score of 4.36. This
result is consistent with scholars’ work that the factors influencing customers’ choice when
buying an air ticket are in-flight service satisfaction (Kartikey, 2019). The direct influence of in-
flight service quality on the customer is more critical in the prestige class than in the economy
class (An & Noh, 2009). Sales promotions (SP) such as price discounts, coupons discounts,
and buy one get one free significantly impact customers' choices decision with a mean of
4.24. This confirms the finding of the earlier researcher that there was a significant relationship
between price discounts and customer buying behavior (Syed et al., 2015). The type of route
(TR) was the third factor that customers chose. It is standard for long-haul travel passenger
who prefers a wide-body fleet, and the seat is exceptionally private. Unfortunately, the type of
route cannot adjust by the airline. Although customers rated the Priority service preference
(PS) as the least important, it showed a positive correlation with customers' choices decision

for a business class ticket with a mean of 4.10

Future research
As presented in this study, seat comfort & in-flight service quality influences customer
choices when choosing to buy a business ticket. Future research will study the preference of

first-class passengers because first-class luxury builds the airline's image. Therefore, we can
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predict that first-class passengers would also show different preferences from business-class

passengers.
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Factors Affecting Student Behavior of Demonstration School Students in Bangkok

Praiporn Saengchan

Abstract

This research aims to study the behavioral level of students of demonstration schools in
Bangkok, to study the relation between factor of administrator's characteristics, teacher’s
characteristics, student’s participation, school environment and student behavior, and to predict
student behavior of the demonstration school student in Bangkok. The samples were the Director
of the School, the Deputy Director of Administrative Affairs, the Deputy Director of Planning and
Quality Assurance, the Deputy Director of Student Affairs, the Deputy Director of Academic Affairs
and Teachers of Demonstration School in Bangkok, which consisted of 400 persons.
Questionnaires with a 5-point rating scale were used as a research instrument. The statistics used
to analyze data were Standard Deviation (SD), Pearson’s Product Moment Correlation Coefficient,
and the Multiple Regression Analysis.

The results showed that 1) the behavioral level of demonstration school students in Bangkok
and the factor of administrator's characteristics, teacher’s characteristics, student’s participation and
school environment were all at the highest level 2) the relation between factor of administrator’s
characteristics, teacher's characteristics, student's participation, school environment and student
behavior had a high level of correlation by all aspects having a positive correlation with statistical
significance of 0.01, and 3) the prediction of student behavior of the demonstration schools student in
Bangkok can predict the success of Personnel Administration at 32 percent.

Keywords: Student Behavior, Demonstration School, School Environment

Introduction

Good educational management is considered as one of the most essential fundamentals
in the development of human resources and the country. Having a quality country's population
will result in sustainable development of the nation. Whether people will have quality or not, it is
up to effective educational management. Therefore, education is the foundation of human
development which is considered as the most valuable resource of the nation. (Phetsombat and
Phetsute, 2021) According to the National Education Plan B.E. 2560-2574 (2017-2031) (Ministry
of Education, 2017), educational institutions are required to produce personnel that features 3Rs

8Cs which includes the 3Rs skills and attributes —reading, writing, and arithmetic. The 8Cs —
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Critical Thinking and Problem Solving; Creativity and Innovation; Cross-cultural Understanding;
Collaboration, Teamwork and Leadership; Communications, Information and Media Literacy;
Computing and ICT Literacy; Career and Learning skills; and Compassion. These can be formed
through the use of various teaching methods. (Waeochan, 2017)

The following information indicates that educational management that emphasizes student-
centered is essential. (Brandes and Ginnis, 1992) This process is also a fundamental concept of many
educational management theories. In improving the teaching and learning process in accordance with
the stated policy, it is necessary to change the teaching and learming process and to build necessary
skills. The important components that enable students to develop good learning behavior consist of the
teacher's characteristics, administrator's characteristics, student's participation, and school
environment. As shown in the study of Chanida Yodsalee and Kanchana Boonsong (2016), it was found
that the factor of teacher and administrator affect the learning achievement of students. The study of
Sutharat Tongluea and Kanchana Boonsong (2015) also shows the concordant results that the
characteristics and administrative behaviors of school administrators affect the quality of educational
institutions. The study of Phrakhrubaidika Monthon Khamago (Chutosri) (2019) appears that the study
of factors affecting learning behavior is mostly the study in the group of undergraduate students.
Therefore, in this study, the researcher found that the group of primary and elementary students, which
is a fundamental education, are the gap of the studies. The following information made the researcher
interested in the study of causal factors influencing on student behavior in demonstration schools in
Bangkok. The purposes of this study were to study the level of administrator's characteristics, teacher’s
characteristics, student’s participation, school environment and student behavior; to study the causal
factor that has the influence on administrator's characteristics, teacher’'s characteristics, student’s
participation and school environment that influences student behavior; and to study the guidelines of

factors influencing student behavior in demonstration school students in Bangkok.

Objectives of the Study

1. To study the level of student behavior of demonstration school students in Bangkok.

2. To study the relation between the factor of administrator's characteristics, teacher's
characteristics, student's participation, school environment and student behavior of
demonstration school students in Bangkok.

3. To predict the student behavior of demonstration school students in Bangkok.
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Conceptual Framework

The study on factors affecting student behavior of demonstration school students in Bangkok,
the researcher has reviewed the concepts, theories, and related studies including the concepts and
theories on student behavior, concepts and theories on teacher’s characteristics, concepts and theories
on administrator's characteristics, concepts and theories on participation, concepts and theories on

school environment, and the context of the demonstration schools in Bangkok.

Administrator’'s Characteristics
Leadership of Administrator
Role of Administrator
Being an Analyst Thinker

Behavior of Administrator

Teacher’s Characteristics

Being a Professional Teacher

Skills/Abilities

_ , Student Behavior
Morality and Ethics of Teacher

Motivation Attitude towards Learning

Anxiety over Learning

Student’s Participation ) o
Learning Motivation
Assignment

. Concentration on Learning
Activity

Learning Promotion

Class Practices

School Environment
Location

Teacher

Friend

Teachina Material

Figure 1 Conceptual Framework

Research Methodology

1) The Population was the Director of the School, the Deputy Director of Administrative
Affairs, the Deputy Director of Planning and Quality Assurance, the Deputy Director of Student
Affairs, the Deputy Director of Academic Affairs and Teachers of Demonstration School in

Bangkok, which consisted of 431 persons.
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2) Sampling

The samples were the Director of the School, the Deputy Director of Administrative
Affairs, the Deputy Director of Planning and Quality Assurance, the Deputy Director of Student Affairs,

the Deputy Director of Academic Affairs and Teachers of Demonstration School in Bangkok. The sample

size was identified by using the Yamanae formula (Yamanae, 1973) as follows.

N

n =
1+Ne?

n means the Sample size

e means the acceptable sampling error

Thus,
431

 1+(431)(0.05)2
n =207

From identifying the sample size, the researcher has adjusted to be at 400

persons. Therefore, the sample size of this research is equal to 400 persons and the proportional

N means the Population size

stratified random sampling were used to select the sample as shown in Table 1.

Table 1 Identifying the proportion of population

Number of Proportion of Sample
Rajabhat University Demonstration School
Population Population Size
in Bangkok
(Person) (Percentage) (Person)
Suan Sunandha Rajabhat University Demonstration School 116 26.19 105
Chandrakasem Rajabhat University Demonstration School 144 32.51 130
Phranakhon Rajabhat University
Demonstration School 28 6.32 25
Bansomdejchaopraya Rajabhat University Demonstration
School 34 7.67 31
Suan Dusit Rajabhat University
Demonstration School 121 27.31 109
Total 431 100 400

3) The research tool used for data collection in this quantitative research was a
questionnaire. The researcher developed a questionnaire to collect the data with the first section
on general personal information, the second section on student’s participation, the third section

on school environment, the fourth section on teacher’s characteristics, the fifth section on

administrator’s characteristics, and the sixth section on student behavior.
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Procedure of Developing a Quantitative Research Tool

For the research tool used for data collection in this quantitative research, the
researcher used a questionnaire and found the validity of the research tool as follows.

1) Study the conceptual framework of the research to determine questions in the
research tool.

2) Develop a research tool covering all points of study.

3 Bring the questionnaire to the advisor to examine the appropriateness of
content, language usage, coverage, and the congruence to variable definitions and modify it
according to the advice of the research advisor.

4) Bring the questionnaire from the previous step to 5 experts to examine the
content validity. The experts examined whether or not the research tool can measure variables
the researcher wanted to study with the consideration of variable definitions, scope, and content
to be measured through the examination of content validation by selecting the question that has
the Index of Item-Objective Congruence: IOC. The criteria in selecting the question were the
question that has the IOC value from 0.51 - 1.00. From examining the content validity, the value
was 0.67 - 1.00.

5) Bring the questionnaire from the fourth step to try out with the population who
is not the sample, a total of 30 persons, to analyze the reliability of the research tool which is to
measure the internal consistency by calculating the Cronbach’s alpha coefficient. This method is
called the calculation of the Alpha Coefficient. The coefficient value of the research tool is
expected to be at least 0.7 (Naiyapatana, 2008) to indicate adequate internal consistency of a
given questionnaire. The Alpha coefficient value was found to be at 0.958.

4) Data Analysis

4.1) Descriptive statistics analyzed Frequency, Percentage, Mean, and Standard
Deviation (S.D.).

4.2) Data analysis using the Inferential Statistics were the Pearson’s Product

Moment Correlation Coefficient and the Enter Multiple Regression Analysis.
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Results

Personal Information of the Respondents

On the gender factor, the majority are female with a total of 292 persons or at 73.00% and
are male with a total of 108 persons or at 27.00%. On the age factor, most of them are aged
between 30-40 with 38.50% of 154 persons followed by between 41-50 with 32.00% or 128
persons and less than 30 with 13.25% or 53 persons. On the education level factor, most of the
respondents had a bachelor’'s degree with a total of 199 persons or at 49.75% followed by higher
than bachelor’s degree with a total of 195 persons or at 48.75% and lower than bachelor’s degree
with a total of 6 persons or at 1.50% On the work experience factor, the majority had work
experience between 5-10 years at 40.00% or 160 persons followed by above 20 years at 21.75%
or 87 persons and between 11-15 years at 19.25% or 77 persons. On the position factor, most of
them had the position of a demonstration school teacher at 80.75% or 323 persons followed by
others at 8.00% or 32 persons and the Deputy Director of Administrative Affairs at 5.00% or 20
persons.

The result of the study on the level of student behavior of demonstration school students
in Bangkok.

Factor of Administrator's Characteristics

Table 2 Mean and Standard Deviation of Opinion on Administrator’s Characteristics

Message Mean| SD | Meaning

Leadership of Administrator

1. Has an administration that clearly follows the roles and manage 453 | 0.69 | Highest

resources in the educational institution to the maximum benefits.

2. Be a good compromise when problems or conflicts arise. Provide | 4.65 | 0.60 | Highest
opportunities for teachers to meet as needed with respect and trust

on teachers.

3. Has the art in dominating people’s mind, has a generous mind, and 453 | 0.64 | Highest

always helps subordinates

Total Average 4.63 | 0.66 | Highest

Role of Administrator
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Message Mean| SD | Meaning

4. Administrator is the one who determine policies and operational
guidelines of the educational institution to follow the aim of the 459 | 0.64 | Highest
institution.
5. Administrator is a leader in various fields of the educational 453 | 0.73 | Highest
institutions and is influential that motivates others to conform.
6. Administrator is the one who determines the administrative 457 | 0.69 | Highest
structure in the educational institutions.

Total Average 4.65 | 0.65 | Highest

Being an Analyst Thinker

7. Administrator is interested in the ideas expressed by teachers and| 4.60 | 0.66 | Highest
personnel.
8. Administrator must use information and idea in decision making. | 4.57 | 0.70 | Highest
9. Administrator must consider both short and long-term impact on 4.68 | 0.64 | Highest
school and student.

Total Average 4.67 | 0.62 | Highest

Behavior of Administrator

10. Administrator must show strong commitment and dedication to 4.69 | 0.66 | Highest
encourage teacher and student to commit to their work.
11. Administrator must constantly learn. 4.77 | 0.53 | Highest
12. Administrator must be an entrepreneur with creativity and 4.78 | 0.52 | Highest
innovation and has the ability in thinking outside the box.

Total Average 4,78 | 0.52 | Highest

From Table 2, it indicates that the Mean and Standard Deviation of Opinion on

Administrator's Characteristics in 4 factors are at the highest level. Considering each of the factor,

it was found that the Behavior of Administrator has the opinion at the highest level (mean=4.78)

followed by Being the Analyst Thinker (mean=4.67) and the Role of the Administrator (mean=4.65)

accordingly.
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Factor of Teacher's Characteristics

Table 3 Mean and Standard Deviation of Opinion on Teacher’s Characteristics

Message Mean| SD | Meaning
Being a Professional Teacher
1. Has five ideologies of teacher: Full of knowledge, full of willingness, | 4.87 |0.38| Highest
full time, full person and full energy.
2. Has characteristics of being a good teacher including good 4.80 {0.40| Highest
personality, leadership, knowledge, creativity, self-confidence, good
teaching and governance, well-behaved and good human relations.
3. Has morality in working. 4.83 |0.44| Highest
Total Average 4.93 |0.26| Highest
Skills/Abilities
4. Use a variety of teaching techniques and methods to facilitate 4.82 |0.39| Highest
learning.
5. Encourage students to analyze, criticize, synthesize problems and | 4.79 |0.41| Highest
systematically solve problem.
6. Able to solve problems while teaching very well. 4.80 [0.40| Highest
Total Average 4.88 |0.33| Highest
Morality and Ethics of Teacher
7. Has patience and tolerance towards student behavior. 4.83 |0.44| Highest
8. Provide assistance to students and colleagues. 4.80 |0.46| Highest
9. Treat students appropriately and equally. 4.79 10.57| Highest
Total Average 4.87 |0.33| Highest
Motivation
10. Has motivation in working towards the objectives. 4.87 10.38| Highest
11. Has motivation in working for recognition of ability to perform the 4.83 |0.44| Highest
job.
12. Has motivation in working because of the satisfaction with the 4.81 |0.45| Highest
nature of the work performed.
Total Average 4.88 |0.36| Highest
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From Table 3, it indicates that the Mean and Standard Deviation of Opinion on Teacher’s
Characteristics in 4 factors are at the highest level. Considering each of the factor, it was found
that Being a Professional Teacher has the opinion at the highest level (mean=4.93) followed by
Skills/Abilities and Motivation (mean=4.88) and the Morality and Ethics of Teacher (mean=4.87)
accordingly.

Factor of Student’s Participation

Table 4 Mean and Standard Deviation of Opinion on Student’s Participation

Message Mean| SD | Meaning
Assignment
1. Student has responsibility in the given assignment 4.70| 0.58 | Highest
2. Student has knowledge and understanding on the given 4.66| 0.65 | Highest
assignment
Total Average 4.74| 0.57 | Highest
Activity
3. School organizes various activities for student to participate. 4.75| 0.54 | Highest
4. Students have opportunity to express their opinions on activity. 4,711 0.68 | Highest
Total Average 4.79| 0.56 | Highest
Learning Promotion
5. Has a planning and arrangement on elements of the learning 4.77| 0.56 | Highest

experience for students.

6. Use various teaching materials to satisfy the difference between individual.|4.76 | 0.60 | Highest

Total Average 4.79] 0.58 | Highest

Class Practices

7. Student has the participation in class practices. 4.79] 0.65 | Highest
8. Students are encouraged to share opinions in class. 4.79| 0.59 | Highest
Total Average 4.82| 0.62 | Highest

From Table 4, it indicates that the Mean and Standard Deviation of Opinion on Student’s
Participation in 4 factors are at the highest level. Considering each of the factor, it was found that
Class Practices has the opinion at the highest level (mean=4.82) followed by Activity and Learning

Promotion (mean=4.79) and Assignment (mean=4.74) accordingly.
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Factor of School Environment

Table 5 Mean and Standard Deviation of Opinion on School Environment

Message Mean| SD | Meaning

Location

1. Providing a school environment that is conducive to a learning that is active

and meaningful. 4.76 10.69| Highest

2. Providing a school environment that has adequate light, color,

visibility and brightness. 4.75 10.69| Highest

3. Providing a school environment that does not cause noise from

surrounding area or outside the classroom. 4.70 |10.68| Highest
Total Average 4.80 |0.66| Highest
Teacher

4. Teachers listen carefully and convey that the students’ opinions are accepted. | 4.71 |0.70| Highest

5. Teachers do not embarrass students, especially in front of the class.| 4.76 |0.56| Highest

6. Teachers encourage students to express their opinions and ask

questions in the classroom. 4.76 |10.62| Highest
Total Average 4.80 |0.59| Highest

Friend
7. Students help and support each other fellow students. 4.71 10.64| Highest

8. Students feel warm and fun when they get together with their fellow students.| 4.78 |0.60| Highest

9. Students can work in groups. 4.71 10.73| Highest

Total Average 4.80 |0.60| Highest

Teaching Material

10. Has an advanced teaching material. 4.68 |0.77| Highest

11. Has sufficient teaching material to meet the needs. 4.67 |0.79| Highest

12. Has teaching materials that correspond to the development of students. | 4.71 |0.75| Highest

Total Average 4.74 10.74| Highest

From Table 5, it indicates that the Mean and Standard Deviation of Opinion on School

Environment in 4 factors are at the highest level. Considering each of the factor, it was found that
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Location, Teacher, and Friend equally have the opinion at the highest level (mean=4.80) followed
by the Teaching Material (mean=4.74) accordingly.
Factor of student behavior

Table 6 Mean and Standard Deviation of Opinion on student behavior

Message Mean| SD | Meaning

Attitude towards Learning

1. Students are happy in subjects they have to study. 4.71 10.61| Highest
2. Students think that what they learn is useful to themselves. 4.70 10.60| Highest
Total Average 4.73 |0.59| Highest

Anxiety over Learning

3. Students are anxious about academic performance. 443 |0.96| Highest
4. Students are anxious about doing homework. 4.39 |1.00| Highest
Total Average 443 10.96| Highest

Learning Motivation

5. Students have clearly defined goals for learning. 453 |0.80| Highest
6. Students always make an effort to research information for their 464 |0.72| Highest
learning.

Total Average 4.65 |0.73| Highest

Concentration on Learning

7. Students don’t talk to each other during the class time, making 444 10.91| Highest

them able to focus on the subject they are studying.

8. Students rarely use the phone during class, making them able to 454 10.97| Highest

focus on the subject they are studying.

Total Average 454 10.89| Highest

From Table 6, it indicates that the Mean and Standard Deviation of Opinion on student
behavior in 4 factors are at the highest level. Considering each of the factor, it was found that
Attitudes towards Learning has the opinion at the highest level (mean=4.73) followed by Learning

Motivation (mean=4.65) and Concentration (mean=4.54) accordingly.
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The results of the study on the relation between the factor of administrator’s
characteristics, teacher's characteristics, student’s participation, school environment and student
behavior of demonstration school students in Bangkok.

Table 7 Representing the Correlation Coefficient between factor affecting student behavior of

demonstration school student in Bangkok

Variables Administrator’s Teacher’s Student’s School student
Characteristics | Characteristics | Participation | Environment behavior

Administrator’s Characteristics(X,) 1
Teacher's Characteristics (X,) 0.601" 1
Student’s Participation (X,) 0.188" 0.325° 1
School Environment (X,) 0.161" 0.206" 0.708" 1
student behavior (Y) 0.138" 0.164" 0.402" 0.568" 1
Mean 4.68 4.89 4.78 4.78 4.58
SD 0.52 0.26 0.51 0.58 0.67
**p< 0.01

From Table 7, it indicates that factors affecting student behavior of demonstration school
student in Bangkok had a significant correlation at the statistical level of 0.01. The correlation
coefficient was between .138-.708. The variable with the highest correlation coefficient was the
School Environment at 0.568 followed by Student’s Participation at 0.402 and the Teacher’s
Characteristics at 0.164 accordingly.

The results of the prediction on student behavior of demonstration school students in
Bangkok from the factor of administrator’s characteristics, teacher's characteristics, student’s
participation and school environment by using the Enter multiple regression analysis.

The Researcher has analyzed on factor of administrator's characteristics, teacher's
characteristics, student's participation and school environment with student behavior of
demonstration school students in Bangkok in order to predict the student behavior of

demonstration school students in Bangkok. The result was shown in Table 8.
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Table 8 Representing the Coefficient of Enter Multiple Regression Analysis in the predicting

factors affecting student behavior of demonstration school students in Bangkok

Predictor Variable b S.E. Beta t Sig.
(Constant) 0.982 0.550 1.785 0.075
Administrator’'s Characteristics (X,) 0.037 0.066 0.029 0.556 0.578
Teacher’s Characteristics (X,) 0.089 0.141 0.034 0.635 0.526
Student’s Participation (X,) -0.020 0.079 -0.016 -0.259 0.796
School Environment (X,) 0.646 0.067 0.567 9.666** 0.000

R =0.570, R* = 0.325, Adjust R* = 0.319, S.E..=0.55 F=47.626, " p < .01

From Table 8, it was found that the predictive power of the four factors affecting student
behavior of demonstration school students in Bangkok showed that there was one factor that
could predict student behavior of demonstration school students in Bangkok with statistical
significance of 0.01 which was the school environment factor. This variable could predict student
behavior of demonstration school students in Bangkok at 32 percent and with the standard error
of estimate at + 0.55.

The equation model was Y =0.982 + 0.646 X,

Conclusion

The study of factors affecting student behavior of demonstration school students in
Bangkok shows the result from studying factor of administrator’s characteristics, teacher's
characteristics, student’'s participation, school environment and student behavior of
demonstration school students in Bangkok that all factor and each aspect are overall at the
highest level. Considering each factor, it was found that the factor of administrator's
characteristics gave the most importance to the behavior of administrator. The factor of teacher’s
characteristics emphasized the most importance on being a professional teacher. The factor of
student’s participation gave importance to class practices. The factor of school environment
equally emphasized the most importance on location, teacher, and friend. Meanwhile, the student
behavior emphasized the attitude toward learning to be the most important by aiming to make
students happy in the subjects they have learned and think that what they have learned are useful
to themselves. This conformed to the research of Rungson Chomeya (2018) that study on

student’s self-directed student behavior in Mahasarakham University. It was found that the attitude
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toward self-directed learning has a positive correlation with statistical significance of .05 with the
behavior of self-directed learning both in each aspect and general behavior.

The result from the study of the relation between factor of administrator’'s characteristics,
teacher’s characteristics, student’s participation, school environment and student behavior
showed that the correlation coefficient was between .138-.708. The variable with the highest
correlation coefficient was the School Environment followed by Student’s Participation and the
Teacher’s Characteristics accordingly which may be due to students were stimulated by school
environment consisting of location, teachers, and friends that attracts them wanting to come to
school more. Therefore, the educational institutions focus on the management of school
environment by setting up a school environment that is conducive to learning that is active and
setting up adequate light, color, visibility, and brightness with no noise from surrounding area or
outside the classroom. This conformed to the study of Phrakhrubaidika Monthon Khamago
(Chutosri) (2019) on Environmental Influence of Contributing Learning for Development of Tertiary
Students’. It was found that the school environment is a crucial element in determining the policy
that will lead to practices in the educational institution which has the influence on learning and
managing the education to be the most efficient. This is because the management of school
environment is essential to the atmosphere and feelings of teacher, student, undergraduate and
others in the university that have not so good atmosphere and environment which will make the
student, undergraduate, and those who involved feeling bad toward the university. However, if
the university has a good atmosphere and environment, it will make student and undergraduate
willing to go to the university and make those who involved feeling good toward the university.

Considering the prediction of student behavior of demonstration school students in
Bangkok, it was found that there was one factor that could predict the student behavior of
demonstration school students in Bangkok which was the factor of school environment. This factor
could predict the student behavior of demonstration school students in Bangkok at 32 percent.
The result also conformed with the study of relation between factor which was found that the
variable that has the highest correlation coefficient was the school environment. Therefore, it
confirmed that the management of school environment is crucial in which the educational
institution has to consider not only in setting the location, but also the teacher, friend, and teaching

materials along with it. This conformed with the study of Orathai Dangweang (2017) on the
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learning environment in Phothisamphanphitayakhan school Banglamung Chon Buri that the
learning environment in Phothisamphanphitayakhan school both in general and each aspect were
appropriate at a high level. Ranking the learning environment from the highest to the lowest, it
appeared to be the learning activities followed by the social groups, the student activities, the

serve students, the service to student objects, and the facilities.

References

Brandes, D., & Ginnis, P. (1992). The student-centred school. Herts: Simon and Schuster.

Chomeya, R. (2018). Student’s Self-directed Learning Behavior in Mahasarakham University.

Journal of Education, Mahasarakham University, (12)3. 309-317.
Dangweang, O. (2017). A Study of Learning Environment in Phonthisamphanphitayakhan School
Banglamung Chon buri. Faculty of Education Burapha University.
David D. Marsh. (2000) The Jossey — Bass Reader on Educational Leadership (New York: John
Wiley & Sons, 2000), 136-143.
Dora Heacker Marmon. (2002). Core Competencies of Professional Service Providers in
Federally Funded Education Programs” (Ph.D. Dissertation, The University of
Tennessee, United States — Tennessee, 2002), 138.
Gary Lee Eith. (2002). Visions, roles and competencies of the 21” century community college
continuing education department head. (Ed.D. dissertation, Columbia University
Teachers College.
Lindgren, R., Henfridsson, O., & Schultze, U. (20 14). Design principles for competence
management systems: a synthesis of an action research study. MIS Quarterly, 28 (3),
435-472.
Ministry of Education. (2017). The National Education Plan B.E. 2560-2574 (2017-2031). Bangkok:
Prikwarn Graphic Co., Ltd.

Naiyapatana, O. (2008). Quantitative and Qualitative Research Methodologies in Behavioral and
Social Sciences. (3 ed.). Bangkok: 3 LADA.

Phetsombat, P., & Phetsute, A. (2021). The Learning Behavior of Students at Rajamangala
University of Technology Thanyaburi. The Journal of Research and Academics, 4(4)

(October-December 2021). 235-244.

132

MIUTERNENINNTIEAUNALAE IR Used U w.e.2565

National and International Conference 2022



Phrakhrubaidika Monthon Khamago (Chutosri). (2019). Environmental Influence of Contributing
Learning for Development of Tertiary Students’. Journal of Yanasangvorn Research
Institute, 10(1) (January — June 2019). Mahachulalongkornrajavidyalaya University
NakhonSawan Campus.

Tongluea, S., Boonsong, K. (2016). Characteristics and Administrative Behaviors of School
Administrators Affecting Culture Quality of Schools under Phetchaburi Primary
Educational Service Area Office 2. Veridian E-Journal, Silpakorn University.
Humanities, Social Sciences and Arts. 9(3)/ 1055-1068.

Sullivan. (2014). The Core Competency: a systems approach to quantum improvement and

global success. New York: McGraw-hill.

Waeochan, N. (2017). Interior Architectural Student's Learning Behavior: Case Study of the
KMITL’s Interior Architecture Curriculum. Arch Journal Issue., 25. 107-123.

Yamanae. (1973). Statistics: An Introductory Analysis. Third Edition. New York: Harper and Row
Publication.

Yodsaleee, C., Boonsong, K. (2016). Factors Affecting Learning Achievement of Students in
Schools under Prachuap Khiri Khan Primary Educational Service Area Office 2.

Veridian E-Journal, Silpakorn University,9(1), 1208-1221.

133

MIUTERNENINNTIEAUNALAE IR Used U w.e.2565

National and International Conference 2022



Factors Affecting to Success of Coffee Shop
Somsak Rungrojudomphol
Abstract

This research aims to: study on opinions towards strategic management for success of coffee
shop business; study on relationship between factors on nature of coffee shop business, management,
strategies for building competitive advantages, marketing strategy and success of coffee shop business;
and predict success of coffee shop business. The sample group consisted of 400 managers, assistant
managers, and supervisors from 5 brands including Cafe Amazon, Starbucks, Inthanin, RABIKA COFFEE,
and DOl CHAANG Caffe. Research tool was 5-point rating scale questionnaire. Statistics used for data
analysis were mean, Standard Deviation (SD), Pearson’s product moment correlation coefficient, and
multiple regression analysis.

The results revealed that: 1) Opinions towards strategic management for success of coffee shop business
were in high level up to the highest level, 2) Relationship between factors on nature of coffee shop business,
management, strategies for building competitive advantages, marketing strategy and success of coffee shop
business had correlation coefficient ranged from .086-.640 and variable with the highest correlation coefficient was
marketing strategy; and 3) predict success of coffee shop business revealed that there were 2 factors that could
predict success of coffee shop business with statistical significance at 0.01, i.e., strategies for building competitive
advantages and marketing strategy that could predict success of personnel management by 22%.

Keyword : success, coffee shop, Factors

Introduction

The way of life of urban people is more hastened due to increase of urban populations caused by
relocation from provincial areas to urban areas. Increased congestion and road transport, especially in the
morning when everyone is in a hurry for working, causing ignorance against proper breakfast. Most people
preferred buying coffee or street food as breakfast in order to reach their destination on time. Consequently,
coffee, especially freshly brewed coffee, has been highly preferred breakfast (Kasikorn Research Center, 2019).
In addition, consumption of coffee due to COVID-19 crisis in 2020 also increased the growth of coffee market by
10.7%. Moreover, coffee producers also adjusted themselves to deal with new trends making consumers to
reduce frequency of buying coffee when going out to be making coffee at home (Nestle (Thai) Company Limited,
2020)

From the above data, coffee shop business has grown rapidly referring that Thai coffee industry still has
opportunities and potential to grow further. Importantly, government and private sectors have also cooperated
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to develop Thai coffee industry on quality and quantity from upstream to downstream as well as drive Thai coffee
industry as new economic crop. Premium freshly brewed coffee shop business is considered as the business
with consecutive growth and expansion to economic districts, big cities, and tourist attractions in order to support
various demands of customers of coffee shops (Witsanu Sasitornwon and Penjira Kanthawong, 2013)

According to popularity of coffee shops, coffee shops have been developed continuously until this
business becomes premium freshly brewed coffee shop business with decoration and formats that are adjusted
to be consistent with fashion and behaviors of consumers at present time. There are many styles of freshly
brewed coffee shops based on locations and target groups. Moreover, Thai people also increasingly turn to
prefer using coffee shops with unique, luxurious, and attractive decoration and pleasant atmosphere as their
meeting points, it is necessary for current coffee shop entrepreneurs to adjust their styles and nature of coffee
shop business to meet with behaviors of current consumers including products and services presentation that
must be creative with new ideas that are more outstanding than those of competitors in the same industry.
Entrepreneurs are required to be meticulous on styles and nature of coffee shop business by adding more quality
and efficiency through business planning and management regarding sizing and modeling of coffee shop
business, human resource management, financial management, production management, marketing
management, and understanding on behaviors of current consumers. Consequently, they will be able to apply
the strategies for building competitive advantages to operate their businesses while stimulating and attracting
consumers in higher level than that of competitors in the same business field.

From studying on researches related to coffee shop business operation, it was found that there were many
researches aiming to study on marketing strategy specifically as found in the researches conducted by Ratchanok
Pattanakulkamjom and Sumalee Sawang (2021), Kullathida Kaosampan and Parasee Anake (2018), Ekayuth
Pamomkul (2015), Kamolrat Rojerueangrat (2007), Chananya Srilalita (2008), Shih et al. (2008), and Bantiwalu (2012),
or researches on coffee shop business management as found in the researches conducted by Suthee Sermcheep
(2016), Wanwirit Jaengploy (2015); and Jervis, Lopetcharat and Drake (2012). However, there was a lack of
researches on strategies affecting to success of coffee shop business. Since the large number of coffee shops is
currently opened, it is difficult to make this business successful and survive. As a result, the studied on data and
collected possible factors affecting to success of coffee shop business in this research including nature of coffee
shop business, management, strategies for building competitive advantages, and marketing strategies.

From the above information, the research was interested in studying on causal factors affecting to
success of coffee shop with the aim to: study on opinions towards strategic management for success of coffee

shop business; study on relationship between factors on nature of coffee shop business, management,
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strategies for building competitive advantages, marketing strategy, and success of coffee shop business; and

predict success of coffee shop business.

Objectives

1. To study on opinions towards strategic management for success of coffee shop business.

2. To study on relationship between factors on nature of coffee shop business, management, strategies for
building competitive advantages, marketing strategy, and success of coffee shop business.

3. To predict success of coffee shop business.
Research Framework

For this research on causal factors affecting to success of coffee shop, the studies reviewed
related concepts, theories, and researches before concluding as research framework as shown in Figure

1.

nature of coffee shop business
1) business sizing and modeling
2) investment

3) motivation on business operation

management
1) production management
2) financial management

3) human resource management

strategies for building competitive
advantages
1) differentiation strategy
2) low-cost leadership strategy
3) niche market strategy

4) quick response strategy

success of coffee shop business
1) learning and growth

2) internal operation

3) customers

4) finance

marketing strategy
1) Place Strategy
2) Price Strategy
3) Product Strategy
4) Productivity Strategy
5) Process Strategy

6) Promotion Strategy

Figure 1 Conceptual framework of the research
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Methodology

1) Populations were personnel of coffee shops consisted of managers, assistant managers, and
supervisors from 5 brands classified by marketing shares of coffee shop business as follows: large
marketing share including Cafe Amazon; moderate marketing share including Starbucks, Inthanin; and
small marketing share including RABIKA COFFEE, DOl CHAANG Caffe.

2) Sampling

The sample group consisted of managers, assistant managers, and supervisors from 5 brands.
Sample size was determined by using W.G. Cochran’s method and Confidence Interval was determined
as 95% with errors of 5% (Kalaya Wanitbancha, 2006).

P(1-P)Z?

n means calculated sample size., P means populations sampled by the studies at 0.50,
and Z means Confidence Interval determined by the studies, i.e., Z was 1.96 at 95%Confidence Interval
(0.05 level)

Representing:

(0.05)(1-0.5)(1.96)°

n= ) n=2384.16
(0.05)

From sample sizing, the studies adjusted sample size to be 400 persons by nonprobability

sampling and purposive sampling. The sample group had experiences on and worked in coffee shops.

Table 1: Sample Size

Sample Size (Person)
coffee shops
managers assistant managers supervisors
Cafe Amazon 30 30 40
Starbucks 25 25 25
Inthanin 25 25 25
RABIKA COFFEE 25 25 25
DOI CHAANG Caffe 25 25 25
Total 130 130 140

3) Research tool used for collecting data was questionnaire with the following details: Checklist
in Part 1: General information of respondents including questions on gender, age, educational level, and
operational duration. Likert Scale’s questionnaire in Part 2-7 with the following details: Part 2:

Questionnaire on Behaviors of Consumers consisted of taste, income, and characteristics., Part 3:
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Questionnaire on nature of coffee shop business including investment, motivation on business operation,
business sizing and modeling., Part 4: Questionnaire on management including production management,
financial management, and human resource management., Part 5: Questionnaire on strategies for
building competitive advantages including differentiation strategy, low-cost leadership strategy, niche
market strategy, and quick response strategy., Part 6: Questionnaire on marketing strategy including
Place Strategy, Price Strategy, Product Strategy, Productivity Strategy, Process Strategy, and Promotion
Strategy., and Part 7: Questionnaire on success of coffee shop business including learning and growth,
internal operation customers, and finance

Procedures of Research Tool Quality Test were as follows:

1. Content Validity Test was conducted by submitting created questionnaires to 3 experts
for checking consistency of questions with objections, research framework, and definition of operating
terms of variables used in this research created by using Theoretical Framework for improving questions.
Subsequently, I0C (ltem of Objective Congruence Index) between questions and objectives was
calculated whereas |OC among questions was 0.5 and more.

2. Reliability Test was conducted to check errors of created questionnaire for correcting
before collecting actual data. Alpha Coefficient (X) based on Cronbach’s method (Cronbach, 1990) was
used whereas questionnaires were tried out with the sample group that was not the actual sample group
from 30 businesses. Obtained data were analyzed to find reliability of every part of questionnaire whereas
Alpha Coefficient of all variables from 0.70 and over therefore it could be considered as questionnaire
was acceptable and reliable (Hair et al., 2010).

4) Data Analysis 4.1) Descriptive statistics analyzed Frequency, Percentage, Mean, and Standard
Deviation (S.D.). and 4.2) Data analysis using inferential statistics included Pearson’s product moment

correlation coefficient and Enter multiple regression analysis.

Results

Personal Information of Respondents

Most samples responding to questionnaires of this research were females with the number of 346
persons calculated to be 86.50% and males with the number of 54 persons calculated to be 13.50%. For
age, most respondents were aged from 30-40 years with the number of 213 persons calculated to be
53.25% followed by 41-50 years with the number of 79 persons calculated to be 19.75%, and below 30
years with the number of 57 persons calculated to be 14.25%. For education level, most respondents had

educational level lower than Bachelor Degree with the number of 190 persons calculated to be 47.50%
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followed by Bachelor Degree with the number of 169 persons calculated to be 42.25% and higher than
Bachelor Degree with the number of 41 persons calculated to be 10.25%. For work experience, most
respondents had work experience of 5 years minimally with the number of 207 persons calculated to be
51.75% followed by 5-10 years with the number of 84 persons calculated to be 21.00% and 11-15 years
with the number of 70 persons calculated to be 17.50%. For position, most of them hold other positions
with the number of 192 persons calculated to be 48.00% followed by Assistant Manager with the number
of 111 persons calculated to be 27.75% and Assistant Manager with the number of 84 persons calculated
to be 21.00%

Results of Opinions towards Strategic Management for Success of Coffee Shop Business
Factor on Nature of Coffee Shop Business

Table 2: Mean and Standard Deviation of Opinions towards Nature of Coffee Shop Business

nature of coffee shop business Mean| SD |No.|Meaning

motivation on business operation

1. Entrepreneurs demanded to have supplementary jobs for earing extra | 4.56 | 0.76 | 1 highest

income or profits from business operation for their families

2. Entrepreneurs were interested and fond of freshly brewed coffee shops| 4.39 | 0.98 | 2 | highest

average total 448 | 0.87 highest
investment
3. Business’s management was flexible 412 |1 0.79 | 1 high
4. It must be business with proper investment 3911076 2 high
average total 4.02 | 0.78 high

business sizing and modeling

5. Coffee shop business is considered as small business 3.81 (1077 | 2 high
6. Most coffee shops were opened in community areas or urban areas 422 10.83 | 1 highest
average total 4.02 | 0.80 high

From Table 2, it was found that mean and Standard Deviation of opinions towards nature of coffee
shop business on 3 dimensions were in high level up to the highest level. When considering on each
dimension, it was found that opinion towards motivation on business operation was in the highest level

with mean of 4.48 followed by investment, business sizing and modeling with mean of 4.02, respectively.
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Factor on Management

Table 2: Mean and Standard Deviation of Opinions towards Management

Management Mean| SD |No.|Meaning
human resource management

1. Personnel were developed by supporting, promoting, and improving 3.64|1.02 | 1 high
personnel to have appropriate knowledge, skills, and abilities of their positions
2. Personnel were motivated to be enthusiastic with devotion and 3501135 | 2 high
motivation to works
3. All operations were performed to make personnel to be satisfied with 3.50|1.33 | 2 high
working by providing good internal communication

average total 3.55(1.23 high

financial management

4. Necessity on capitals spending for benefits of business operation must |3.51| 1.16 | 2 high
be defined or classified
5. Internal financial resources were allocated to be appropriate with the 346122 | 3 high
highest efficiency
6. Financial information storage was emphasized systematically and efficiently |3.87| 1.20 | 1 high

average total 3.61(1.19 high

production management

7. Resources were used for improving production process and services 3.63(1.34 | 2 high
with more rapid production while reducing more costs
8. There were sources of clients with readiness on local labors, materials supply, 3.58(139| 3 high
expenses from costs, and distribution of services and products for supporting more
quality production and services with more rapid delivery and reduction of costs
9. There must be appropriate production process by applying technologies for | 3.70| 1.25 | 1 high
rapidity of production process and quality control of production factors

average total 3.64| 1.33 high

From Table 3, it was found that mean and Standard Deviation of opinions towards management

on 3 dimensions were in high level. When considering on each dimension, it was found that production

management was in the highest level with mean of 3.64 followed by financial management with mean of

3.61 and human resource management with mean of 3.55, respectively.
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Factor on Strategies for Building Competitive Advantages

Table 3: Mean and Standard Deviation of Opinions towards Strategies for Building Competitive Advantages

strategies for building competitive advantages Mean| SD |No.|Meaning
differentiation strategy

1. Value of products and services must be added by considering on demands of| 3.99 [ 1.05| 1 high
all groups of consumers in order to respond to various demands of consumers
that were different from former ones
2. New technologies should be applied to be different from competitors 3.69(1.23] 2 high
3. Image of coffee shop business should be built differently and distinctively from|3.65|1.35| 3 high
competitors

average total 3.78|1.21 high

low-cost leadership strategy

4. Network should be built to exchange, learn, and share experiences among 3.53(1.33] 2 high
entrepreneurs for cost saving
5. Entrepreneurs should know various sources of raw materials for operating 3.83|1.23| 1 high
business as well as be able to purchase raw materials from sources directly
helping to reduce costs of raw materials
6. Coffee shops should be advertised via online media in orderto helptosave [3.50(1.44| 3 high
promotional costs

average total 3.62(1.33 high

niche market strategy

7. Coffee products should be presented to consumers, especially consumers group | 3.711.18| 2 high
that preferred coffee drink products that were different from general coffee menus
8. All menus in coffee science should be presented and those menus must meet| 3.87 | 1.23 | 1 high
with demands of consumers
9. Opinions should be surveyed from the consumer group requiring novelty of  [3.70|1.28| 3 high
coffee with knowledge on coffee drinking

average total 3.76(1.23 high

quick response strategy
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strategies for building competitive advantages Mean| SD |No.|Meaning
10. Employees’ potential, competence, conditions, limitations, and feasibility to  {3.81(1.22| 3 high
respond to demands of consumers in limited time for receiving products of
consumers should be analyzed
11. In the event that coffee quality failed to meet with standards, coffee quality 4.2711.02] 1 highest
must be developed and improved as soon as possible in order to avoid
unreliability of consumers in coffee quality
12. Entrepreneurs should develop new products to meet with time and more 3.90(1.32] 2 high
demands of consumers

average total 3.99(1.19 high

From Table 3, it was found that mean and Standard Deviation of opinions towards strategies for

building competitive advantages on 4 dimensions were in high level. When considering on each

dimension, it was found that opinion towards rapid response was in the highest level with mean of 3.99

followed by differentiation with mean of 3.78 and niche market with mean of 3.76, respectively.

Factor on Marketing Strategy
Table 4: Mean and Standard Deviation of Opinion on Marketing Strategy

Marketing Strategy Mean| SD [No. |Meaning
Product Strategy
1. Quality of coffee seeds used as main raw materials 455(0.86| 1 highest
2. Sources of raw materials 4.08(1.23| 2 high
3. Variety of provided products 4.05(1.20| 3 high
average total 4.2311.10 highest
Price Strategy
4. Appropriate price with provided quality 4.4110.94| 2 | highest
5. Appropriate price compared with other brands 4.3311.23| 3 | highest
6. Clear Price Tag 455(10.95] 1 highest
average total 4.4311.04 highest
Place Strategy
7. Readiness of service place 4.3810.97| 2 | highest
8. Convenient location 4.4110.84| 1 highest
9. Service hours 4.25(10.89| 3 | highest
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Marketing Strategy Mean| SD [No. |Meaning

average total 4.35|0.90 highest

Promotion Strategy

10. Discounts 3.7111.46| 3 high
11. Attractive advertises 3.8711.50| 2 high
12. Special activities for festivals 4.02(1.52| 1 high

average total 3.87(1.49 high

Process Strategy

13. Rapidness of services 4.3510.85| 3 | highest
14. Standard production and service procedures 451(0.85] 1 highest
15. Implementation of technologies in production and service process 4.3910.91| 2 | highest

average total 4.42)0.87 highest

Productivity Strategy

16. Being recognized brand 4.3211.06| 3 | highest
17. Standard service quality 4.3411.04| 2 | highest
18. Product quality meets with consumers’ preference 4.4611.00| 1 highest

average total 4.3711.03 highest

From Table 4, it was found that mean and Standard Deviation of opinion towards marketing
strategy on 6 dimensions was in high level up to the highest level. When considering on each dimension,
it was found that opinion towards price was in the highest level with mean of 4.4.43 followed by process
with mean of 4.42 and productivity with mean of 4.37, respectively.

Success of Coffee Shop Business

Table 5: Mean and Standard Deviation of Opinions towards Success of Coffee Shop Business

success of coffee shop business Mean| SD |No.|Meaning

finance

1. Success of coffee shop business could be measured based on increase of income [4.25(1.21| 1 highest

2. Success of coffee shop business could be measured based on reduction of costs |3.91(1.54| 3 high

3. Success of coffee shop business could be measured based on increase |4.15[1.25] 2 high

of effectiveness of utilization of assets for the ultimate benefit

average total 4.10(1.33 high

customers
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4. Success of coffee shop business could be measured based on increase [4.16|1.22 high
of new customers
5. Success of coffee shop business could be measured based on 4.50(1.00 highest
satisfaction of customers
6. Success of coffee shop business could be measured based on customer (4.45]0.94 highest
retention

average total 4.37(1.05 highest

internal operation highest

7. Success of coffee shop business could be measured based on [4.36]1.14 highest
productivity or efficiency and effectiveness of organizations
8. Success of coffee shop business could be measured based on (4.43]1.16 highest
procedures of efficient production process
9. Success of coffee shop business could be measured based on yield ratio of [4.35]1.14 highest
production

average total 4.38|1.15 highest

learning and growth

10. Success of coffee shop business could be measured based on capability {4.43]0.94 highest
of business to create new products or services
11. Success of coffee shop business could be measured based on value {4.43]0.95 highest
adding to products or services
12. Success of coffee shop business could be measured based on capability {4.37]1.01 highest
of business to find new markets or increase new customers for business

average total 4.41(0.97 highest

From Table 5, it was found that mean and Standard Deviation of opinions towards success of

coffee shop business on 3 dimensions were in high level up to the highest level. When considering on

each dimension, it was found that opinion towards learning and growth was in the highest level with mean

of 4.38 followed by internal operation with mean of 4.38 and customers with mean of 4.37, respectively.
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Results on Relationship between Factors on Nature of Coffee Shop Business, Management,

Strategies for Building Competitive Advantages, Marketing Strategy, and Success of Coffee Shop

Business

Table 7: Correlation Coefficient among Factors Affecting to Success of Coffee Shop Business

Factors nature of coffee [management| strategies for building marketing | Success of Coffee
shop business competitive advantages strategy Shop Business

nature of coffee shop business (X,) 1

Management (X,) 127 1

strategies for building competitive

.093 .640** 1

advantages (X,)

marketing strategy (X,) .195%* .348** 497+ 1

Success of Coffee Shop Business (Y) .096 .086 .092 460** 1
Mean 4.31 3.66 3.82 4.38 4.39
SD 0.56 1.30 1.16 0.72 1.03
1< 0.01

Table 7 represented that factors affecting to success of coffee shop business had relationship
with one another with statistical significance at 0.01 with correlation coefficient ranged from .086-.640.
Variable with the highest level of correlation coefficient was marketing strategy at 0.460.

Results of Prediction on Success of Coffee Shop Business from factors on nature of coffee shop
business, management, strategies for building competitive advantages, marketing strategy, by using
multiple regression analysis

The studies analyzed factors on nature of coffee shop business, management, strategies for
building competitive advantages, marketing strategy, and success of coffee shop business for predicting
success of coffee shop business. The analysis results were shown in Table 8.

Table 8: Multiple Regression Analysis for Predicting Factors Affecting to Success of Coffee Shop Business

Aawilsvinung b S.E. Beta t Sig.
(Constant) 1.547 409 3.785 .000
nature of coffee shop business (X,) .009 .083 .005 .104 917
Management (X,) .014 .045 .018 .307 .759
strategies for building competitive advantages (X,) =171 .055 -.192 -3.104 .002
marketing strategy (X,) 778 .073 .548| 10.653 .000

R = 0.486, R® = 0.236, Adjust R* = 0.229, S.E.=0.90, F=30.563, ** p < .01
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From Table 8, it was found that there were 2 factors of 4 factors affecting to success of coffee
shop business had predictive power to predict success of coffee shop business with statistical
significance at 0.01, i.e., strategies for building competitive advantages and marketing strategy. These 2
factors could predict success of coffee shop business as 22% with Standard Deviation of prediction as

+ 0.90.

Conclusion

This research on causal factors affecting to success of coffee shop business revealed that factors
on nature of coffee shop business, management, strategies for building competitive advantages, and
marketing strategy were in high level up to the highest level in overall and on each dimension. When
considering on each factor, it was found that factor on nature of coffee shop business emphasized on
motivation on business operation in the highest level. For factor on management, it emphasized on
production management. For factor on strategies for building competitive advantages, it emphasized on
rapid response. For factor on marketing strategy, it emphasized on price. Fir success of coffee shop
business, it emphasized on learning and growth.

Results of the study on relationship between factors on nature of coffee shop business,
management, strategies for building competitive advantages, marketing strategy, and success of coffee
shop business revealed that correlation coefficient was ranged from .086-.640 and variable with the
highest correlation coefficient was marketing strategy. These results may be caused by increase number
of entrepreneurs in coffee product market. Consequently, marketing strategy was important for product,
price, process, promotion, and productivity. As a result, entrepreneurs should emphasize on operations
under marketing strategy with product development that was consistent with demands, price survey, and
promotion, etc. This was consistent with the research conducted by Kullathida Kaosampan and Parasee
Anake (2018) who studied on the Promotion Affective the Franchise Fresh-Coffee Consumption Behavior
of Consumers. The results revealed that direct marketing was the tool to make consumers to use services
at the coffee shops. As a result, entrepreneurs should clearly determine the target group with collection
of data of consumers who were the target group for sending news and information of the business to the
target group directly with capability to communicate with the target group efficiently.

When considering on prediction on success of coffee shop business, it was found that there were
2 factors that could predict success of coffee shop business with statistical significance at 0.01, i.e.,

strategies for building competitive advantages. This was under the same direction with the study on
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relationship among factors revealing that variable with the highest correlation coefficient was marketing

strategy. As a result, it could confirm that marketing strategy was highly important whereas entrepreneurs

were required to consider on all dimensions. This was consistent with the research conducted by

Ratchanok Pattanakulkamjorn and Sumalee Sawang (2021) who studied on Integrated Marketing

Communication Strategies and Reference Group Affecting to Decision Making to Use Services of Coffee

Shops in Café Style of Consumers. The results revealed that integrated marketing communication strategy

affecting to decision making to use services of coffee shops in the highest level was advertising followed

by promotion and direct marketing. And the research conducted by Rueanglit Chomphunoi, Chonnikan

Thipkhunok, Patipat Tunming, and Nattakhan Tunming (2019) who studied on Marketing Promotion

Strategies for Café De Forest, Khon Kaen Province study showed unique casual concept and taste the

delicious beverages and concentrated. 7 development projects 3) 1) bakery, delicious, 2) set the selling

price at the bakery and coffee shop to attract customers, 3) coffee shop and bakery, bread, 4?) to

communicate with customers, business, customers, bakeries, coffee and favorite impression 5)

employees costume, 6) garbage service, equal to 7) instant customer impression.
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ABSTRACT

The purpose of this study is to examine the volatilities of stock indexes using models from the
ARCH family, namely ARCH, GARCH, TARCH, EGARCH, and PARCH, and data from the Bank of
Thailand website. Using the daily data of 951 observations from the Bank of Thailand website
between August 2017 and July 2021, along with the criteria for selecting the appropriate models,
it is demonstrated that the SET volatility can be explained by the ARIMA (3,1,2) PARCH (1,1)
model. Consequently, the volatility of SET is determined by previous stock market shocks,
conditional variance, and the leverage effect. Government and investors are advised to be aware
of historical events, particularly negative news, as it can destabilize the stock market and increase
investment risk.

Keywords— Stock index, ARCH, GARCH, TARCH, EGARCH, PARCH
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I.  INTRODUCTION

The stock market is essential to the economy. It is where businesses raise the money to
finance operations and expand businesses. Stock market is also where investors can make a
profit by buying and selling stocks. The stock market can be used to measure the performance
of a whole economy or particular sectors of it. Also, it can be used as a barometer of business
activity, economy stability, and future economic growth (Ebun et al., 2018). However, the stock
market is also volatile. This means that stock prices can go up and down very quickly. This can
be a good thing or a bad thing. At some level with a positive trend volatility may be a sign that the
economy is growing. When businesses are doing well, their stock prices tend to go up. This can
attract more investors to the market, which can help the economy grow even more. However, an
excessive level of volatility can be a sign that the economy is in trouble. This can lead to more
investors selling their stocks, which can make the situation worse.

Volatility is simply the measure of how much the price of a stock fluctuates which imply
the risk embedded in the stock (Endri et al., 2021). Stock price volatility is affected by a number
of factors, including the result of company operations, the company's financial stability, the overall
market conditions, investor confidence economic, news, and government policy. This volatility
can affect the value of investments according to the volatility direction.

In the case of Stock market volatility, the volatility can be emerged by several reasons.
One reason is that the stock market is made up of a lot of different companies. Each company
has its own financial situation and its own stock price. So, when one company's stock price goes
up or down, it can affect stock market volatility (Prasetyo et al., 2021). Another reason is that the
stock market is affected by the overall economic conditions. Finally, the stock market is also
affected by the confidence of investors (Rashid et al., 2021). If investors are confident in the stock
market, they'll be more likely to buy stocks. But if they're not confident, they'll be less likely to buy

stocks.
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Stock market volatility can have an impact on the economy. For example, when the stock
market crashes, it can cause a decrease in investors and consumer confidence (Smales, 2017),
which can lead to a decrease in spending. This can in turn lead to a decrease in economic growth.

To capture the volatility or risk persist in the stock market, the analysts often use the
models within the ARCH-family which have been developed since the 1980s. The models that
often have been applied include the Autoregressive Conditional Heteroscedasticity (ARCH) to
capture the time-varying conditional variance; a generalized ARCH model (GARCH) to capture
the stochastic volatility. Over time, the GARCH type models have been developed to capture
some characteristics of volatility, e.g., GARCH-M and Exponential GARCH (EGARCH) to capture
the symmetric effect of past shock as well as Threshold GARCH (TGARCH) and Power GARCH
(PGARCH) to capture asymmetric effects (Ahmed & Naher, 2021). The applications of these
models in the empirical works by some scholars are as follows. In the previous works, the scholars
used, e.g., ARCH, GARCH, EGARCH, TARCH, and PARCH to appraise nature of volatility patterns
of Nekkei Index in the Tokyo stock market (Beg et al., 2020); ARCH (1.1), GARCH (1.1), TGARCH
(1.1), EGARCH (1.1), APGARCH (1.1) to capture the asymmetric effects of stock indices in
Indonesia capital markets (Bahtiar, 2020); GARCH, EGARCH, and TGARCH to capture the
volatility and effect of bad news in the stock markets of the selected countries during the period
of Covid-19 (Ganguly, 2020); ARMA (1,1), TGARCH (1,1), APARCH (1,1) and EGARCH (1,1) to
capture the asymmetric effect of negative shocks or bad news and positive shocks or good news
and forecast the out-of-sample volatility for the returns of Dhaka Stock Exchange (DSE) in
Bangladesh (Ahmed & Naher, 2021); and ARCH (1), ARCH (2), and GARCH (1,1) model to
capture the conditional variance, and GJR-GARCH (1,1) to investigate the existence of
asymmetric effect from bad news and good news in return of SRI-KEHATI and LQ45 return in
Indonesian capital market (Ponziani, 2022).

In the case of Thailand, the recent study that investigated the volatility of stock returns in
the period of the COVID-19 pandemic by using the GARCH model found that the majority of stocks

in the SET have been adversely influenced by the pandemic. Also, it was found that SET volatility
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was significantly higher than the normal situation (Panyagometh, 2020). The effect of news on the
volatility of SET was also investigated, and it was revealed that such news can significantly affect
the volatility of SET (Chatchawan, 2021). In addition, this volatility is predicted by the World Bank
to increase until 2022. (Trading Economics, 2022).

To extend the application of models within the ARCH family, which are widely used for
identifying volatility, and provide investors who are concerned with stock market volatility, this study
is designed to specify the models that best fit the volatility pattern of SET. To ensure that the right
model is obtained, this work is organized as follows. The next section will present the concepts
related to the change in the stock price. Following that, the model specification will be discussed.

Then the findings will be presented.

II. LITERATURE REVIEW

Before introducing the concept that supports the methodology in this study, the basic idea of SET
will be presented.

The Stock Exchange of Thailand (SET) is a composite index calculated from the prices of
all common stocks, including unit trusts of property funds, on the main trading board, except for
those stocks that have been suspended for more than 1 year. The SET Index is a market
capitalization-weighted price index, which compares the current market value of all listed
common shares with its value on the base date (April 30, 1975), which was the day when the SET

Index was first established and the original index was set at 100 points.

SET Index = Current market Value x 100 / Base Market Value

The SET Index calculation is constantly adjusted to fully reflect changes in the values and
number of stocks resulting from various events, e.g., public offerings, exercised warrants,
conversions of preferred to common shares, in order to eliminate all effects other than price

movements from the index (BOT, 2022).
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The hypothesis and theory used to support the methodology applied in this study include
the efficient market hypothesis and random walks theory.

According to the Efficient Market Hypothesis (EMH), investors cannot obtain abnormal
profits from capital market transactions. The only way for an investor to earn more money is by
investing in assets with greater risk. This 1960s-proposed hypothesis is then divided into three
categories of efficiency: weak, semi-strong, and strong. The weak form of EMH assumes that
current asset prices incorporate all historical financial information. As a result, investors are
unable to obtain abnormal profits, as prices will adhere to the random walk hypothesis, which
states that abnormal returns are primarily the result of chance. The semi-strong form of EMH
postulates that the prices of financial assets reflect all market information and historical data. As
a result, prices fluctuate rapidly and objectively to reflect any newly released public information.
The strong form of EMH assumes that prices incorporate all available information, including
historical financial information, public information, and private information about a financial asset.
Therefore, neither technical nor fundamental analysis can determine how an investor should
allocate his capital to achieve a higher rate of return than would be obtained by investing in a
random portfolio of financial assets ([itan, 2015).

In random walks theory, two hypotheses are stated. 1) Successive price changes are
independent and 2) price changes follow a probability distribution. The term "independence" in
the first hypothesis indicates that the probability distribution for the price change in the current
and future periods is independent of the sequence of price changes in the past. In other words,
the sequence of previous price changes cannot be used to assess the probability distribution for
the price change in the subsequent period, and thus cannot be used to increase expected gains.
This independence of successive price changes for a given security reflects an unrela