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Abstract

As the destruction of the environment is one of the most important
problems affecting the country, the Thai government needs to take legal
measures to deal with it. Environmental impact assessment is a tool in the field
of natural resource and environmental management under the Enhancement
and Conservation of National Environment Quality Act. B.E. 1992: NEQA: 1992
requires that owners of building development project including unity housing
projects with over 80 units under the Building Control Act submit reports about
the environment impact of their projects. In this regard at CBD, it was found
that, as there are a high number of unity housing development projects, the
assessment process of the reports about the environment impact have been
delayed.

From the studies, the delay was due revisions of the reports regarding
the issues of traffic, fire prevention, measures, economic and social conditions,
green area, land use, waste management, aesthetfics, sewer system, waste
water freatment, use of water, light shading and detail information about the
projects in question.

It was also found that the project reports were revised several fimes,
moreover, the delayed and time-consuming consideration process was found in
the project reports of the 23-meter-or-more high-rise buildings in the cities,
which have a much more serious impact on the environment than the not-

over-23-meter-high building in the same area.

ANE1ATY :immumam:wu?unm”'au,'mm?ﬂgmﬁﬂmﬁ&mmquéﬂmqﬁmm@iﬁ@
Keywords : Environmental Impact Assessment: EIA, Residential Condominium,

Central Business Development: CBD
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Abstract

The aim of this research is to study factors affecting fo
professional skills of the two types of Thai accounting professions; certified
public accountants (or CPAs) and tax auditors (or TA). Even though,
both accountants are responsible for auditing and assuring the financial
statements. However, the certified public accountants are responsible for
a juristic company; whereas the tax auditors focus on ensuring the
correctness of financial statements for tax purposes of a juristic
partnership with less than Baht 5.0 million in share registration. The
sampling was 800 CPAs and TAs located in the area of Bangkok and
Greater Bangkok. The survey questionnaire was using 1-5 likert scale with
and open ended questionnaire to collect opinions from those
accountants. The results indicates four factors that statistical significant
differences between CPAs and TAs are; i) knowledge in revenue tax; ii)
experience in auditing a variety of business; iii) aftending continuing
profession development program (CPD); and iv) joining activities with
profession regulating bodies. Using multiple regression, the hypothesis
testing indicates 7 factors that positively impact to the professional skills
are; 1) knowledge in revenue tax; 2) knowledge in auditing; 3)
experience in auditing a variety of business; 4) number of clients; 5)
years of working experience in auditing; 6) attending continuing
profession development program (CPD); and 7) continuing self-learningtll.
Useful opinions from the respondents gathering from open-ended
questions are summarized. The key findings are i) a need of having
working experience as a prerequisite for TA before entering to a
certification process; i) a need to develop the collaborations between
CPAs and TAs iii) a need to emphasis on using information system in
auditing for both TA and CPAs; iv) improve CPD program by focusing on
workshop fraining course rather than a lecture fraining course and e-
learning. In addition, there are suggestions concerning standardization of
TA’s audit fee and how the federation of professional accountants could
improve their service to the members. Future research is in the area of

studying other accounting professions to understand the differences and
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similarities among the professions to improve the professional skills of Thai
accounting profession.

CES T
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Key words : Accounting Professions, Professional Skills, Certified Public

Accountants, Tax Auditors
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lee et al., 2000 LAUATNLAAT VIF U84
Muilsaasytinendn 10 wanddnFiuLlsdass
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SD 0.52914 | 0.56578 | 0.56591 0.61752 | 0.65439 | 0.82902 | 0.70806 | 0.68692 | 0.62586 | 0.81069 | 1.08906 | 1.08906
Yct
Faccount 0.548** 2.329
Faudit 0.651* 0.674* 2.293
Ftax 0.561* 0.620" 0.682"* 2111
Fvariet 0.521* 0.460** 0.510** 0.462** 2.198
Fclient 0.489*** | 0.399** 0.513*" 0.479** 0.665"" 2237
Ftime 0.587* 0.467* 0.493** 0.455™* 0.545™" 0.513" 2211
Fcpd 0.558" 0.447* 0.425"" 0.443** 0.309** 0.292** 0.585"" 2.881
Fseif 0.608* 0.500" 0.481** 0.518™ 0.423"* 0.420"" 0.580"" 0.753*" 2.832
Fjoin 0.419* 0.369* 0.329** 0.353** 0.404** 0.424** 0.487** 0.544** 0.540* .71
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199U +b _Exp audit+Error
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Adjusted R square = 0.478

Sum of
df Mean Square F Sig.
Squares
Regression 99.953 3 33.318 63.779 .000(c)
Residual 106.047 203 522
Total 206.000 206
Unstandardized
T Sig. Collinearity Statistics
Coefficients
B Std. Error Tolerance VIF
(Constant) -.270 135 -2.007 046
Faudit 479 062 7.697 .000 .656 1.625
Ftax 283 062 4.565 .000 659 1.518
Exp audit 101 .047 2.164 .032 992 1.008
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B, = 0479, B, = 0283, p < 001 uaz

B, = 0.101, p < 0.05)
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finnensnnaney uazeszeznaniivinausn
Ag19daulyT TANUEUNUFITILINAY
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augAnazfasuiiydnizeins

Sum of

squares df Mean Square F Sig.
Regression 85.104 3 28.368 47.634 .000(c)
Residuall 120.896 203 596
Total 206.000 206

Unstandardized Coefficients T Sig. Collinearity Statistics
B Std. Error Tolerance VIF

(Constant) -1.378E-16 .054 .000 1.000
Ftime .399 066 6.037 .000 662 1.510
Fvariety 205 076 2.705 .007 501 1.995
Fclient 148 074 1.990 .048 .525 1.903
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df Mean Square F Sig.
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Unstandardized Collinearity
o T Sig.
Coefficients Statistics
B Std. Error Tolerance VIF
(Constant) -7.843E-18 .054 .000 1.000
Fself 435 .083 5.247 .000 432 2.313
Fcpd 230 .083 2.767 .006 432 2.313
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Abstract

Technology Acceptance Model (TAM) is useful in predicting
technology users’ intention to use, perception and afttitude, which
directly influence overall work behavior. TAM is therefore a powerful tool
for improving organizational performance, especially that in service
industries which is gaining more aftentfion recently. This documentary
research explores the application of TAM in various service industries
globally. In some cases, modified TAM and/or research models are

proposed.

ARy : wundnaesnseaudumalulal TAM), gRamMNsIUNTLTNIL,
walulagansaumne
Key Words : Technology Acceptance Model (TAM), Service Industry,

Information Technology (T)
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Introduction

Currently, Information Technologies
(ITs) are rapidly replacing old manual
applications by providing more powerful
tfools and higher speeds for users.
However, the [T adoption can only be
effective when users fully accept and
use technology. It is therefore
imperative for an organization to realize
the importance of the acceptance
process in IT application processes.
There are three leading theories that
explain the acceptance processes,
namely, the Theory of Reasoned Action
(TRA), the innovation diffusion theory
(D7), and the Technology Acceptance
Model (TAM) (Venkatesh and Brown,
2001).

an individual’s actions are determined

The main concept of TRA is that

by his/her behavioral intention, which is
influenced by attitude and the
subjective norm. While attitude is
primarily influenced by the factors of
belief and evaluation, the subjective
norm is affected by norm belief and the
motivation to comply (Fishbein and
1975).

Behavior (TPB) is an extension model of

Ajzen, The Theory of Planned
TRA which states that a person’s actions
are influenced by both interior and
The TPB includes

of perceived

exterior control factors.
the primary factor

behavioral control in the theory. The

IDT suggests that a user’s perception of
characteristics of an innovation affect
technology adoption (Moore and
1991).

acceptance theories, TAM has received

Benbasat, Among these

more attention (Plouffe et al., 2001).

The Technology Acceptance
Model (TAM) was infroduced by Davis
(1989) to determine users’ intention to
use technology. Perceived usefulness
and perceived ease of use are the two
important beliefs that influence the
usage of information systems. Dauvis
(1989, 320) focused on the affective
aspect of attitude and defined
perceived usefulness as “the degree to
which a person believes that using a
particular system would enhance his or
her job performance” and perceived
ease of use as “the degree to which a
person believes that using a particular
system would be free of effort.”
Perceived usefulness and perceived
ease of use are independent variables,
whereas dependent variables in Davis
(1989)'s study are user’s attitudes,
infentions,

and computer usage

behavior. While perceived usefulness
relates to job effectiveness, productivity,
fime saving and the relative importance
of the system to one’s job, perceived
ease of use is associated with physical

and mental effort as well as ease of



leaning. In recent years, TAM has been
widely used by information system
researchers to gain a better
understanding of the adoption and the
use of information systems (Straub et al.,
1997). Likewise, Yang and Yoo (2004)
posited that TAM has emerged as a
powerful tool to be used to predict
potential informatfion system usage by
measuring users’ belief after exposure to
the system even for a short period of
time through fraining, prototype or

mock-up models.

As one of the most influential
research models in explaining IT usage
or acceptance behavior in various

contexts, TAM is widely regarded as a
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relatively robust theoretical model for
explaining IT use (Bruner and Kumar,
20095).
view, TAM
whether users will adopt new IT (Straub
1997).

researchers

From a practitioner point of
is useful for predicting
et al., Information systems
have examined and
replicated the construct of perceived
usefulness and the construct of
perceived ease of use and agreed that
they are valid in predicting a person’s
acceptance of various corporate ITs
(Doll et al., 1998).

replicated the original

Many studies have
TAM and
suggested that it may hold across
technologies, persons, seftings, and fimes
(Straub et al., 1997). Table 1

samples of empirical studies testing TAM.

shows

Table 1: A Sampling of Empirical Studies Testing TAM

Study

Type of study

Type of IS

Davis (11)

Lab experiment

E-mail and graphics software

Davis, Bagozzi and Warshaw (12)

Field study

Word processing and text editor

Mathieson (24)

Lab experiment

Spreadsheet software

Thompson et al. (39)

Field study

PCs

Adam et al. (1)

Field study

E-mail, Voice-mail, word processing,
spreadsheet and graphics software

Szajna et al. (34)

Lab experiment

Database package

Keil, Beranek, and Konsynski (20)

Field study

Expert support system

Straub, Limayem and Karrahanna
36)

Field study

Voice-mail

Source: Straub D. et al. (1997:2)
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TAM has

numerous samples of users and a wide

been applied in
range of information technologies. The
model has been thoroughly verified in a
spectrum of applications such as
computers, business process applications,
communications, and system software
(Aggelidis and Chatzoglou, 2009). The
following are some studies related to

TAM, specifically in service industries.

TAM in Service Industries

Moon and Kim (2001) expanded
TAM to explain the user’s behavior
foward newly emerging information
technologies such as World-Wide-Web
(WWW).,

research was used to investigate how

Future fechnology acceptance

other variables affect usefulness, ease of

use, and user acceptance in different
settings of technology, target users and
context. In this study, fthey tested
playfulness as a new infrinsic motivation
factor that reflects the user’s belief in
WWW acceptance. The research model
is shown in Figure 1. The results showed
that perceived ease of use and
perceived usefulness were significant to
user’'s perception of WWW environment.
Additionally, the results of the study
demonstrated the importance of
playfulness as an additional factor to
the original TAM in this special setting,
thus playfulness may also be an
important consideration in the design of
future WWW systems, especially in the
areas of concentration, curiosity, and

enjoyment.

Figure 1: Technology Acceptance Research model

Perceived H
3
Playfulness
H
i 2
1 . v
Perceived H Aftitude Behavioral H Actual
S_..... |8 9
Ease of use Towards Using Intention tfo use Usage
. H Y i
h 4 4 “"_‘.— H
. . ) .
Perceived —» : TAM related hypothesis
Usefulness L » . Playfulness related hypothesis

Source: Moon and Kim (2001:220)



Aggelidis and Chatfzoglou (2009)
investigated a Greek hospital personnel’s
willingness to use IT while performing
their tasks to develop and test the
modified fechnology acceptance
model. The results indicated that
perceived usefulness, ease of use, social
influence, atfitude, facilitating conditions
and self-efficacy significantly affected
the behavioral intention, thus the
extended TAM model was applicable to
this setting. They suggested that health
organizations should first create a
favorable environment or facilitating
conditions which will support and
encourage the use of IT, as well as
emphasize on training that helps users o

increase IT related knowledge.
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Yang and Yoo (2004) extended
the TAM by considering both affective
and the cognifive dimensions of
attitude, the two separate socio-
psychological constructs, for information
systems use. They found that attitude is
an important variable to consider in
explaining information system usage
behaviors and deserves more atfentfion
in information systems research for its
significant influence on the individual
and organizational usage of information
systems. The revised TAM with separate
affective and cognitive attitudes is

shown in Figure 2.

Figure 2: Revised TAM with Separate Affective and Cognitive

IS Use

Perceived Cognitive
Usefulness Attitude
P
Perceived Affective
Ease of Use Attitude

Source: Yang and Yoo (2004:22)




ansudsimd

SUDDHIPARITAD

62

Straub et al. (1997) tested TAM
across cultures in a three-country study.
The study extended beyond the
boundaries of North America to cover
an application of E-mail by airline
employees in Switzerland and Japan,
representative samples from the
continents of Europe and Asia. The
ongoing rapid globalization of business
and IT systems required the need to

learn how far TAM applies in other

organization’s ability to adopt and utilize
ITs. This study is based on Hofstede
(1980)'s cultural dimensions and their
impact on fechnology acceptance
which include the effects of uncertainty
avoidance, power distance,
individualism, assertiveness on the
Table 2 lists the

It was found that

infention to use ITs.
findings of the study.
TAM is generally validated, except for
Japan where TAM did not fit the data

cultures around the world because sample.
cultural differences may affect
Table 2: Summary of Prediction
Culture # Hypothesis
US.A Hla TAM will fit the U.S. data sample
H1b The overall U.S. TAM model will not differ
Hlc statistically from the overall Swiss TAM model
Switzerland H2a The overall U.S. TAM model will differ statistically
H2b from the overall Japanese TAM model
Japan H3 TAM will fit the Swiss data sample
The overall Swiss TAM model will differ statistically
from the overall Japanese TAM model
TAM will not fit the Japanese data sample

Source: Straub D. et al. (1997:6)

A study by Lai and Li (2005)
empirically investigated TAM for its
invariance across participant subgroups
by applying different levels of invariance
analysis on the TAM construct in the
context of Infernet banking acceptance.

The theoretical validity and empirical

validity of TAM is extended to include
different technologies, users and
organizational contexts, especially the e-
banking system where the technology
settings and transaction environments
differ strongly from conventional

environment. Shown in the research



model in Figure 3, TAM was applied to
examine the effects of age, gender and
IT competency. It was found that the
TAM construct was invariant for samples

across different genders, ages, and T

Figure 3: TAM Research Model

Perceived
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competent subgroups, thus suggesting
that male and female, old and young.
IT experts and novices, conceptualized

the TAM construct in very similar ways.

Usefulness

Perceived

Ease of Use

Aftitude

Towards Use

Intention to

Use

Gender Age IT

Competency

Source: Lai and Li, (2005:375)

Ham et al. (2008) investigated the
factors affecting restaurant employees’
infention tfo use technology. The
research sample in this particular case
was involved with restaurants listed in
the Kentucky Restaurant Association. In
addition to perceived ease of use and
perceived usefulness, additional
proposed consfructs included user
characteristics, systems quality and
organizational support. A suggested
research model is illustrated in Figure 4.
The Structural Equation Modeling (SEM)
stafistics supported all of the proposed
hypotheses but one. All external

variables produced positive and

significant impacts on perceived ease of
use and perceived usefulness. However,
the relationship about ease of use and

infention to use was not supported.

This may be explained by the
fact that the most recent point-of-scale
systems are touch-screen and already
easy to use for the employees.
Additionally, employees are capable of
using easy systems without intensive
fraining unlike the past. Therefore, the
perceived ease of use had no
significant impact on the intentfion to

use technology.
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Figure 4: Suggested Research Model

Perceived

Usefulness

Perceived

Ease of Use

Attitude

( Towards Use
Perceived ‘ Attitude
Ease of Use ‘ Towards Use
Aftitude

Towards Use

Source: Haom, S.; Kim, W.G. and Fursyihe, HW. (2008:442).

Kim et al. (2008) extended TAM ftfo
empirically examine the acceptance
behavior of hotel front office systems
employees. This study aftempted to
investigate the relationship between
anfecedents including information system
quality, perceived value, and users’
acceptance of hotel front office systems
by adopting an extended TAM.
Variables investigated included
information system quality, perceived
value, perceived usefulness, perceived
ease of use, atfitudes towards use, and
actual use. Empirical results indicated
the significance of all but the first two
new variables. The study was able to
find the acceptance of hotel front
office systems from the perspective of
hotel frontline employees through the
external variables in order to enhance

the model.

More recently, Kim et al. (2009)
investigated the effects of ease of use,
usefulness, and enjoyment, and
subjective norm concerning the use of
mobile phones on American consumers’
atfitudes toward mobile communication
and mobile commerce, and mobile
technology use infention for shopping.
The findings illustrated that the
perceived ease of use, usefulness, and
enjoyment, and subjective norm were
the important predictors of attitudes
tfoward mobile communication and
mobile commerce as well as mobile
technology use infention for shopping.
The results also suggested that attitude
toward mobile communication positively
influenced attitude toward mobile
commerce, which in furn positively

influenced mobile fechnology use for

shopping.



In addition, Lin and Chou (2009)
examined ways in which end-users
perceived citation database interfaces,
especially citation database interfaces’
usability. The investigation used the TAM
constructs of usefulness and ease of use
to assess acceptance of citation
database interfaces by university
graduate students. A structural equation
model was used fo fit and validate the
Citation Database Interface Acceptance
Model (CDIAM).

causal

The findings showed
relationships between the
constructs considered by the CDIAM
were well supported, accounting for 95
percent of ftotal variance in citation
database interface acceptance and
usage. The study concluded that
perceived usefulness, and not ease of
use of citation database interface, is a
key determinant of their acceptance

and usage.

Finally, Aldas-Manzano and Sanz-
Blas (2009) attempted to evaluate how
personality variables related +to
technology (innovativeness, compatibility
and offinity) could modify the influence
of classical TAM variables on behavioral
adoption intenfion of mobile shopping.
The sample consisted of 470 Spanish
mobile telephone users selected on the
basis of convenience. The resulted

showed that the effect of perceived
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usefulness and, in a minor degree,
perceived ease of use were over
dimensioned if personality variables were
omitted making intention formatfion to
be perceived as more rational than it
really was. Personality variables (affinity
to mobile telephones, compatibility and
innovativeness) had a direct and
positive influence on the intention to

engage in M-shopping.

However, Dishaw and Strong
(1999) argued that a weakness of TAM
is the lack of fask focus which can be
solved by increasing its external validity
through exploring the nature and
specific influences of technological and
usage-context factors that may change

the user’'s acceptance.
Conclusion

Technology Acceptance Model
states that perceived usefulness and
perceived ease of use are the two
important beliefs that influence the
usage of information systems. A number
of TAM applications in service industries,
such as communications businesses,
restaurants, hotels, internet banking and
mobile shopping, are explored here.
Investigations are done in many
counftries and some also proposed

modified/revised version of TAM with
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suggested research models. Modified
models specific to businesses are the
results of the difference in service

nature. This paper calls for further

investigation on TAM for particular
service industries at different locations
and types of business, especially those

in Thailand.
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Abstract

The purpose this research was to study the ability in scientific
problem-solving through science project.

The samples used in this research were 76 Accountancy Major
students at the Faculty of Accountancy, Dhurakij Pundit University Laksi,
Bangkok, in the first semester of the 2007 academic year. They were
divided info 2 groups; the experimental group and control group with 38
students in each group. The experimental group was taught Science
Project lesson plan and did science project; whereas the confrol group
was learnt in regular classroom.

The instruments used in this research were science project lesson
plan and the Problem - Solving Ability in scientific test.

The pretest-posttest control group design was used in this
research. The data were analyzed using t — test Independent Difference

Score,

A Taswuanendand, anuansalunisuiymniaingnans

Keywords : Science Project, Problem - solving Ability in Scientific
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Abstract

The main objective of this study is to examine the nafture of any
causal relationship (model testing) between transformational leadership
(TFL) and job characteristics (JC) with psychological empowerment (PE)
acting as the mediating variable, upon the job involvement ). The
extent to which the concept of job involvement can be statistically
explained by these parameters is also investigated. The result of the
analysis found that the hypothesized model did indeed fit well with the
empirical data, and this finding was also statistically supported and
verified. The significant paths within the model provide support for
several, but not all, of the hypotheses proposed in this study. TFL had a
significant and direct effect on JI, but not on PE. JC had a significant
direct effect on PE but not on JI. Furthermore, PE significantly mediated
the relationship between JC and JI and also had a direct statistical

effect on Jl.

AdAy : anwpouzituuuld, Ansuzan, madsunasduaniglu,
AL
Keyword : Transformational leadership, job characteristic, psychological

empowerment, job involvement.
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Introduction

It was Allport (1943) who was
arguably the first person to infroduce
the concept of job involvement as a
key work-related attitude, and one
which impacts directly upon the job
performance of an employee. Since
that time, research interest in this highly
relevant concept has intensified and
grown, and fthis is largely due to its
potential to impact in a direct, positive
and significant manner upon the
outcomes of any organization. It is
interesting to note that a search of the
PsychINFO database carried out by
Reeve et al, (2001) showed that there
1968 and

1998 in which job involvement was a

were 1,203 articles between
major subject heading. In addition to
these, there have also been numerous
journal and other arficles which have
considered measures of this key
concept to a somewhat lesser extent.
It is crucial to thoroughly understand
and identify the key antecedents of job
involvement. Based on a review of the
research and literature intfo the topic,
there are at least three salient factors
that have the potential to impact
directly or indirectly on job involvement,
and these are transformational
leadership, job characteristic and

psychological empowerment. These

factors raise a series of highly relevant
questions. Is it possible, for example, that
job involvement could be enhanced if
employees perceived a greater degree
of psychological empowerment at work
Wil they be encouraged to approach
and perform their work in a way which
exceeds reasonable expectations as a
result of transformational leadership, and
are they intfrinsically motivated by the
job characteristic? If they are, does this
mean that they can have a direct
effect on job involvement or are their
effects indirectly mediated by
psychological empowerment? These
research questions, therefore, will be
statistically hypothesized and fested in
this study.

Significance of the study

The two foremost and significant
contributions of this study are as follows:
First an academic contribution. This study
contributes to the existing literature
because it bridges the gap between
contemporary empowerment theory and
a well-accepted theory of intrinsic job
motivation. The dissertation applies path
analysis to explore the factors
influencing job involvement, both directly
is fo

and indirectly. The first path

investigate the relationship of

tfransformational leadership — psycholo



gical empowerment — job involvement.
The second path is to examine the
relationship of job characteristic
—> psychological empowerment — job
involvement. Moreover, at the individual
level of analysis, by doing so, this
research finding will extend existing
academic knowledge in the arena of
leadership style and job characteristic,
and provide an additional mechanism
for developing highly motivating job
designs, which will have significant

practical applications.

Secondly, a practical contribution.
Today, more than 70 percent of
organizations have adopted some kind
of empowerment schemes for at least
part of their workforce (Spreitzer, 1995).
A Gallop Poll, cited in Robbins (2005, p
170), found that 55% of the employees
in the USA have no enthusiasm or
motivation for their work, which is a
maftter of serious concern, as people will
obviously perform their best when they
are highly motivated. Organizations
invest considerable time, effort, and
money in initfiatives that are designed to
gain a beftter understanding of the
factors affecting their performance on a
variety of indicators. In the quest to
identify which leadership styles work best
for organizations, and to determine what

will be the most appropriate type of job
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design in any given context, a fuller
and deeper understanding of these

issues is essential.
Literature Review
Theoretical background

Job involvement was initially
defined as the degree to which one is
actively participating in one’s work
(Allport, 1943),

enhanced when the value of work

and this can be
becomes part of a worker’s self-image
(Lodahl and Kejner, 1965 and Lawler
and Hall, 1970). Kanungo (1982) stated
that when employees psychologically
identify with the job that they do, they
are more motivated to actively
participate in it, as they see their work
as important their overall feelings of
self-worth Robbins and Judge, (2007,
p.73) articulate that highly job involved
people are those who are committed
to, and actively involved in their work,
owing fo the feelings of self-esteem that
it generates. In a nutshell, employee
who has high job involvement is the
one who is highly committed to work,
strongly believes that work is a core
aspect of his/her personal identity and
obviously demonstrates that his/her
personal goal and work goal are

compatible.
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Psychological empowerment (PE)
has been defined as enhancing
employee feelings of self-efficacy by
reducing feelings of powerlessness at
1988).
Spreitzer (1995) provides a set of

work (Conger and Kanungo,

psychological states that contribute to
feelings of autonomy at work, and these
are meaningfulness, competence, self-
determination and impact. These will be
examined in more detail later in this
arficle. In other words, empowerment at
work can produce positive work-related
and organizational outcomes. This is
because people can be expected to
be infrinsically motivated and
empowered when they understand the
meaningfulness of their job and believe
they can perform it competently.

Feelings of motivation and
empowerment will also arise when
employees having more autonomy or
self-determinatfion, and know how their
work effectively determines the success

of their organization.

Transformational leadership (TFL)
motivates followers to achieve higher-
order needs, and to eventually exceed
expectations. It is based on four main
behaviors that were identified by Bass
1994. The first of these,

idealized influence or charismatic (C) is

and Avolio in

how leaders behave as powerful role

models to followers, and it is measured
both in behavioral (IC-b) and attfributed
terms (IC-a). Inspirational Motivation (IM)
refers to how leaders motivate and
inspire followers by providing them with
meaning and challenge in their work,
whilst intellectual stimulation (IS) defines
leader behaviours that enable followers
fo become more innovative and
creative, by questioning assumptions,
reframing problems, and approaching
old situations in new ways. Lastly,
individualized consideration (ID) is
basically how leaders pay special
attention tfo the needs of each
individual for achievement and growth,
by acting as a coach or mentor (Bass

and Avolio, 1994).

Finally, the
(JCM), which was
proposed by Richard Hackman and
Greg Oldham (1976), is based on of five

‘job characteristic

model’ initially

sub-constructs, and first two of these are
skill variety (SV), task significance (TS),
which are largely self-explanatory. The
remaining three are task identity (T,
autonomy (A) and feedback (F). Task
identity refers tfo the extent fo which a
job is seen as involving a complete,
idenftifiable task, and autonomy is the
degree to which a job allows the
employee to demonstrate personal

initiative in performing their work. The



last sub-construct, feedback, refers to
providing employees with information
about how they are performing their
work. In short, the JCM addresses how a
core set of job characteristics impact
upon a number of psychological states
which promote intrinsic motivation,
greater job satisfaction, higher job

performance and lower labor turnover.

Hypotheses

The effects of transformational leadership
(TFL) on psychological empowerment
(PE), and job involvement (JD)

A number of studies have
asserted the positive effect of TFL on
both at

organizational levels, such as creating

individual, team and
greater alignment around strategic
visions and missions, organizational
earnings and ROI, organizational
performance and reductions in levels of
staff turnover. (Antonakis, Avolio and
Sivassubramaniom, 2003). Research has
consistently revealed the positive impact
of TFL on each of the four sub
constructs of PE identified earlier. The
first of these is ‘meaningfulness’, and
Burns (1978: p 43-44), stated that the
TFL is the ability of the

leader to identify and define followers’

essence of

real needs and values so well that they
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can be motivated to act more
purposefully. Secondly, ‘ccompetence’ is
essentially the employees belief in their
ability tfo perform assigned work activities
with the requisite degree of skill
(Bandura, 1989). Conger and Kanungo
(1998) argued that TFL behaviors can
empower followers by raising their self-
efficacy belief. In one specific study by
Kark at al (2003), it was found the same
to be true among bank employees.
Transformational leadership also affects
the self-determination construct, which
involves giving employees the skills and
the right to choose the way in which
they perform their work. Transformational
leaders seek power not for self-
aggrandizement, but in order to share it.
In so doing, they empower others to
take an active role in carrying out the
value-based mission or vision, as defined
by the

determination echoes feelings of

leader. In this way, self-
autonomy or choice over the initiation
and continuation of work behaviors and
processes (Bell & Staw, 1989). Fourthly,
TFL aoffects the ‘impact’ construct, which
is essentially the degree to which
employees experience a sense of
making a difference in accomplishing a
task by

administrative, or operatfing outcomes at

influencing strategic,

work, for example Ashforth (1989).
Further research (Dvir et al, 2002)
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that TFL

empowering behaviors such as the

reiterated incorporates
delegation of responsibility to followers,
which encourages them to think on their
own, and to generate new and
creative ideas. In this way, followers feel
that they are making a positive and
constructive impact. Finally, TFL has the
potential to positively affect work-related
atfitudes, job satisfaction and overall
performance at work (Avolio, Bass,
Walumbwa and Zhu, 2004; Walumbwa,
Orwa, Wang, Lawler, 2005). A study in
Thailand has examined the relationship
between TFL and JI, and found them to
be positively related (Klansakul, 2004).
Transformational leaders motivate
subordinates to do more than originally
expected by raising their awareness of
the importance of achieving certain
outcomes, as well as ways of attaining
them. In so doing. leaders encourage
and enable followers to subordinate
their own immediate self-interest for the
sake of the mission and vision of the
organization. It is reasonable, therefore,
to present the first set of hypotheses of

this study as follows:

Hypothesis 1a : There is a direct

and positive association
between transformational
leadership (TFL) and

psychological empowerment (PE)

Hypothesis 1b : There is a direct

and positive association
between transformational
leadership (TFL) and job

involvement (JI)

The effects of job characteristic (JC) on
psychological empowerment (PE) and

job involvement (J)

Hackman and Oldham (1976)
their Job

Characteristics Theory as a three-stage

originally  proposed
model, in which a set of core job
characteristics impact a set of crifical
psychological states consisting of
experienced meaningfulness,
responsibility and knowledge of result
which, in furn, influence a number of
positive outcomes such as growth
satisfaction and motivation. When JC is
linked to the four dimensions of PE, it
has been found that job meaningfulness
was related to the experience of
meaning; job autonomy was related to
self- determination, and task feedback
was related to greater feelings of
competence and impact (Kraimer et al.,
1999). Furthermore, when employees are
required to perform a greater variety of
tasks, there are significant improvements
involvement,

in job satisfaction,

organizational commitment and

employee turnover (Guimaraes, 1996).



Research in a leading Thai hospital has
also found that JC has a significant and
positive correlation with PE
(Taweewatthanakijpoorworn, 2005). This
relationship can perhaps best be
explained with reference to the ‘two-
factor theory of motivation (Herzberg et
al, 1959), which argues that motivation
arises from the job content itself and this
results in an increase of perceived PE
and subsequently in greater JI. In view
this

of the above, study also

hypothesized that:

Hypothesis 2a : Job characteristics
(JC) are positively related to
psychological empowerment (PE).
Hypothesis 2b : Job characteristic
JC) is positively related to job

involvement,

The effects of psychological empowerment

(PE) on job involvement (JD)

The degree to which an individual
personally finds work meaningful is an
important pre-condition of job
satfisfaction. Research on self efficacy
also shows that individuals who are
confident in their ability are happier at
work than those who fear failure.
Furthermore, individuals that feel they
are directly involved in achieving

organizational outcomes, are also more
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likely to derive greater job satisfaction.
Finally, a sense of control or self-
determination over the work an
employee performs is more satisfying, as
achievement can be atftributed to that
person rather than to others (Hackman
amd Oldham, 1980; Herzberg et al.,
1959; Martinko & Gardner,1982; Liden et
al. 2000,). There is strong theorefical
evidence that supports the existence of
a positive relationship between
empowerment and job satisfaction. This
is because employees who possess a
have a

strong sense of PE will

significantly higher level of a
psychological engagement with their
work, Spreitzer (1995). Research has
also consistently found that PE has
positive effects on organizational
outcomes, work-related aftitudes and
job safisfaction (Aryee and Chen, 2006;
Carless, 2004, Liden et al, 2000; Seibert
et al 2004; Sparrowe, (1994). PE has also
been identified as having a direct effect
on organizational commitment (Avolio,
et al. 2004b; Liden et al., 2000), as well
as the propensity for employees to
tfurnover (Sparrowe, 1994; Koberg et al.,
1999). Therefore, Hypothesis 3 can be
stated as follows:
Hypothesis 3 : There is a direct
and positive association between
psychological empowerment and

job involvement.
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The mediating role of psychological

empowerment (PE)

The work of Avolio, Zhu, and
Bhatia (2004) thoroughly investigated a
sample of 520 staff nurses in a large
public hospital in Singapore, and found
that PE did

relationship

indeed mediate the
between TFL and
organizational commitment. It is possible,
therefore, that PE links TFL fo JI, as well
as JC to JI. Transformatonal leadership
can also influence JI via PE, according
tfo Avolio et al (2004). Moreover, PE can
potentially encompass the critical
psychological states fthat were
posftulated by Hackman and Oldham
(1980) and mediate the relationship
between JC and JI.

(2006) asserted that psychological

Dewefttinck et al

empowerment fully mediates the
relationship between job characteristics
and employee job satisfaction, affective
commitment, and performance levels.
The following final sets of hypotheses in
this study are, therefore:
Hypothesis 4a : Psychological
empowerment (PE) will mediate
the relationship between
transformational leadership (TFL)
and job involvement D).
Hypothesis 4b : Psychological

empowerment (PE) will mediate

the relationship between job
characteristic (JC) and job

involvement (JD.

Method

Sample and sampling procedure

Five hundred and forty-five
questionnaires were distributed to four
different plants of SCG Cement Co. Ltd
by their HR managers, and respondents
were given an assurance of anonymity
in the instructions. Of these, 255 were
returned (a return rate of 47%), but only
230 qualified for the subsequent data
analysis. Qualitative data was obtained
from more open-ended questions and
the structured in-depth interviews with
plant HR managers, section heads (Cell
Manager), employees. Furthermore, the
use of focus groups were used to clarify
ambiguous issues arising from the
questionnaires and  thoroughly
understand the day to day operation,
and business contfext related to this

study.

Measurements

JI was measured by the Job
Involvement Questionnaire (JIQ), which
was formulated by Kanungo (1982). The
MLQ, designed by Bass and Avolio



(1995), was also selected to measure
the TFL parameter. The Job Diagnostic
Survey (JDS) developed by Hackman
and Oldham (1980), and the twelve-item
empowerment scale identified by
Spreitzer (1995) were applied to measure
JC and PE

gathering instruments were translated

respectively. All data-
info Thai and a five-point scale ranging
from 1 (strongly disagree) to 5 (strongly
agree) was used. As proposed by
Lawshe (1974), the content validity ratio
(CVR) was
judgment of eight experts in the field, to

conducted using the

re-validate all scales. (Six are lecturers in
departments of psychology at three
universities in Thailand, one is an OD
consultant from a leading, international
consulting firm, and the eighth works for
a leading bank in Thailand.) The CVR
analysis revealed that all items were
qualified, and the Cronbach Alpha
analysis of the pilot study confirmed that
all parameters of measurement were
also qualified (a = .928, .904, 878, 777
for TFL, JC, PE and JI respectively).
Furthermore, milticollinearity was also
tested. The correlation coefficients in
relation to the exogenous variables (TFL
and JC) and the mediating variable
(PE), were at a low to moderate level,
with the lowest at .092, which is the
Intellectual

correlation between

Stimulation (S) and Competence (C).
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The highest correlation was in the
relationship between Idealization (IC-a)
and Inspirational Motivation (IM), which
was  af .768.
Wanichbuncha (2003, p 27-30), if the

correlation coefficient is greater than =>

According to

80 or less than -.80 for two variables,
then this is a warning of potential
high

mulficollinearity. When the independent

problems caused by
variables are highly correlated, it is not
possible to determine the separate
effect of any particular independent
variables on the dependent variable. In
this study, the highest correlation of .768
was recognized as being an acceptable
value. Therefore, there was no
multicollinearity problem, and so these
results did not harm further analysis with

structural equation modelling.

Results of the study

In using the Structural Equation
Modeling (SEM) approach, the causal
relationships in the proposed model are
represented by a series of structural
equations that were then tested
simultaneously. This is to find out the
extent to which the model represents
the data. The SPSS version 14.0 and
AMOS Version 6.0 were applied in this
study.
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Table 1 : Descriptive Statistics and Correlation Table

Variable Mean SD 1 2 3 4
1. Transformational leadership (TFL) 3.83 49 (.93)
2. Job characteristic (JC) 3.47 51 919 .87)
3. Psychological empowerment (PE) 3.47 49 131 168 (.83)
4. Job Involvement () 3.68 39 062 120 .806™* (.86)

Note: n = 230, and the values on the diagonal shown in brackefs,

reliabilities

Table 2 : Confirmatory Factor Analysis (CFA)

are the internal

Index TFL

Factor Loading

JC

PE

Ji

Individualization (IC) 0.797
Inspirational Motivation (IM) 0.868
Intellectual Stimulation (IS) 0.856
|dealization Aftributed (ID-a) 0.791
Idealization Behavior (ID-b) 0.876
Feedback (F)

Autonomy (A)

Task Identity (Tl)

Task Significance (TS)

Skill Variety (SV)

Impact ()

Self Determination (SD)

Competence (C)

Meaningfulness (M)

Job involvement 1

Job Involvement 2

Job Involvement 3

Job Involvement 4

0.646
0.777
0.574
0.821
0.567

0.481
0.728
0.678
0.603

0314
0.317
0.784
0.714
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Factor Loading

Index TFL JC PE JI

Job Involvement 6 0.724
Job Involvement 7 0.793
Job Involvement 8 0.720
Job Involvement 9 0.392
Job Involvement 10 0.717

According to Wanichbuncha
(2003, p 27-30), the factor loading value
must equal or exceed = 0.30, and
based on the factor loading values
given in Table 2, it can be concluded
that the items designed to measure a
particular latent variable (e.g. TFL, JC
and PE) do, in fact, actually measure
that variable. This statistical analysis
confirms that the structural equation
modelling findings can be further

applied.

The results of the study revealed that:
1) The hypothesized model fitted

well with the empirical data (Chi-square

202.809, df = 208, p = .589; CMIN/DF

= 975, GFI = 932, AGFl = .902; NFI =
930; IFl = 1.0; CFI = 1.0; RMSEA = C;
RMR = .027).

2) PE significantly mediated the
relationship between JC and JI (path
coefficient =.659; p<.05 and indirect
effect = .204). JC had a direct effect to
PE. but not fo JI (coefficient =.659; p<
.05). The direct effect of PE fo JI was
also confirmed (path coefficient =.309;
p<.05), whilst TFL also had a direct
effect on JI, but not to PE (path
coefficient =.134; p<.05). The remaining
empirical evidence did not demonstrate

any significant relationship.
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Table 3 : Direct and Indirect Effect Matrix

Transformational Psychological
Variables Job Characteristic
Leadership Empowerment
Psychological Direct .659* -.037 .000
Empowerment Effect
Indirect .000 .000 .000
Effect
Total Effect .659 -.037 .000
Job Involvement Direct -.188 134 309"
Effect
Indirect .204* -012 .000
Effect
Total 015 122 309
Effect
P=<.05

The Structural Equation Model can, therefore, be stated as follows:

1) Psychological Empowerment = -.037 TFL + .659* job characteristic, R squared
= 41.8%

2) Job Involvement = .134* -.188 job characteristic +.309* psychological
empowerment, R squared = 47.3 %

Note: Path coefficients are standardized. *p<.05.

Path-coefficient analysis was carried out in accordance with the causal
relationship shown in the path diagram (Figure 1, below) to quantify the inter-
relationships between the latent variables. It was found that JC had the largest
direct effect on PE (p<.05; Path coefficient = .659). PE also had a direct effect on Jl
(p< 05; path coefficient = .309), and finally, it was also found that TFL had a direct
effect on JI (p<05; path coefficient = .134). One further finding was that
fransformational leadership has a very small, negative, but direct effect on PE (Path
efficient = -.037). This means that this finding was statistically insignificant, and can

be discounted.



Figure 1 : Path-analytic framework of job involvement.
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Furthermore, an analysis of the co
- efficient of determination with regard
to the model, Square Multiple
Correlation, or R2 was found to be 416
for "PE" and .473 for ‘JI’, and this clearly
demonstrates the validity of the model.
A good model should have a
coefficient of determination = 40% (Jore
skog and Sorbom, (1993, p. 26). The
data analysis revealed that PE and JI
could indeed be explained by the

model, by 41.6 and 47.3 respectively.

To summarize, it can be seen
that TFL had a significant and direct
effect on JI, but not on PE. It follows,
therefore, that hypothesis Ta was
accepted. The results of this study also
confirmed the JC had a significant
direct effect on PE, the Hypothesis 2a
and this, therefore, was also accepted.
Furthermore, PE significantly mediated
the relationship between JC and Jl,
thereby validating hypothesis 4b, and
hypothesis 3 was also accepted
because PE had a direct statistical
effect on JI. Contrary to expectations,
however, hypotheses 1b, 2b and 4a

were rejected.
Discussion and Conclusion

The impact of TFL on the

performance of subordinates is often

explained as stemming from their
development and empowerment, which
their

motivation at work (Bass,

increase both ability and
1997). 1t is
possible, therefore, that this, can then
result in a greater degree of Jl.
Therefore, the proposed direct, positive
effect from TFL to JI represents a
meaningful contribution, as it provides
empirical support for the view that
employees are involved in reciprocal
relationships with their leaders. Moreover,
these assertions are consistent with the
current practice of supervisors at SCG
Cement. Interviews with the company’s
personnel managers and supervisors
confirmed that all ‘Cell Leaders’ (or
section heads) are encouraged to
implement ‘empowerment’

and this

practice,
practice has been
institutionalized across all four plants.
Furthermore, fthis initiative requires the
Cell Managers to adopt the right
leadership style to empower and
develop their team members so as 1o
enable them to become a ‘self-
directed’ team. To successfully promote
‘self-directed teams’ leaders have to
release individual differences of each
and every employee (individual
consideration) and coach every
member of staff (i.e. to provide
intellectual stimulation). They also have

to motivate and inspire feam members,



by providing meaning and challenge to
their work (inspirational motivation) and,
finally, they have to behave in ways
that cause followers to identify with
them (ID). As a result, we can see that
employees can identify with the overall
group effort so infimately and closely,
that they almost automatically acquire
greater feelings of self-worth. This is
because they can identify with collegial
goals and can see how ftheir role
contributes to the collective realization
of said aims. This, in turn, directly leads
to a greater sense of job involvement
.

Job characteristics (JC) have
been viewed as being determinants of
attitudinal and behavioral outcomes,
and this finding is consistent with
previous research with regards to work-
related attitude. This finding also
supporfs the view that JC has a direct
effect upon PE, which is considered tfo
resemble the ‘psychological state’, as
postulated by Hackman and Oldham
(1976. In other words, it is clear that JC,
or the job itself, can create intrinsic
motivation and enhance psychological
empowerment (PE).

This shows that there is also a
strong theoretical basis for maintaining
that there is a positive relationship
between PE and work JI. It would

appear logical, therefore, to claim that
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the ultimate determinant of JI is indeed
a feeling, among employees that they
are psychologically empowered. It is
also true to say that perceived PE is
crucial in order to significantly produce
positive outcomes at work. Employees
must essentially want to do the work, or
alternatively, feel that it is worthwhile
(i,e. it has meaning). In addition, they
must feel that they possess adequate
competence, and a feeling of self-
determination, and that they can have
an impact on the organization in which
they work.

In addition, job characteristics
are important in indirectly explaining JI.
A critical factor, however, is that
perceived PE must be present. At SCG
Cement, the two strategies that
potentially enhance JC and PE are the
rigorous implementation of Total
Preventive Management (TPM), and
moving from a hierarchical to a flatter
organizational structure, or some form of
banding). Most of the staff, from
operational to managerial levels, is
empowered to have more authority,
with the role of manager being one of
facilitation and supervision, rather than
command and control. The TPM itself
has a significant and highly prominent
role in promoting the involvement of
staff at all levels, as well as their feelings

of empowerment. These two factors are
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crucial if PE, and consequently JI, are to
be more fully enhanced.

Based on the statistical and
empirical testing of the hypotheses, the
results of this study provide the following
implications for management, if they

wish to improve Jl.

First of all, they can promote
good job characteristics by revisiting job
analysis description. For example, small
tasks might be combined into larger,
more complex tasks, so that skill variety
and task identity increase. Then
secondly, in terms of work design, the
tasks could be grouped intfo units so
that as much of the work as possible
can be performed in just one unit. This
would lead to a sense of ownership of
the job, thereby increasing both task
identity and task significance. Thirdly,
jobs could be enriched by vertical
loading, such as devolving responsibility
from higher organizational levels.
Redistributing decision-making power in
this way could increase employees’
responsibility for the work that they do,
as well as their perceived job
autonomy. Finally, it is advisable to
promote feedback channels by
continuously assessing performance, and
by regularly reporting on the quality of

that performance.

Second, increasing participative
management as they do at SCG
Cement, for example, by adopting TPM,
is one of the key mechanisms for
building empowered and self-directed
teams. The staff is empowered to create
and implement their own business
initiatives, and this is crucial for feelings
of self-determination and autonomy.
Psychological empowerment relates to
an infernal belief about being in conftrol
of one’s future, and of being able to
make choices about how, when and
where one’s skills are to be applied and
advanced. Then employees are
confident that they will be given the
opportunity to apply the new
knowledge that they have acquired.

Finally, TFL, as intfroduced by
Bass (1985), has been shown to have a
significant and positive relationship  with
the performance of followers in many
pieces of research. Transformational
leaders can change their followers’
awareness of what is important, and
move them to view themselves, as well
as the opportunities and challenges of
their with a

environment, new

perspective. In other words,
fransformational leadership accounts for
ratings of performance above and
beyond those attributed to the less
inspirational and motivating nature of

purely fransactional leadership.



To summarize the findings across
the various models tested, it appears
that transformational leadership has a
positive impact on job involvement, but
not on psychological empowerment.
These findings support previous research
and theory and, as such, are not
surprising. Additionally, this relationship
was not mediated by psychological
empowerment, and yet job
characteristic (JC) has both a direct
and indirect effect on psychological
empowerment and job involvement
respectively. Furthermore, the relationship
between job characteristic and job
involvement was clearly found to be
mediated by psychological

empowerment.

Study limitations

In common with all studies, it is
recognized that this study also has
several limitations.

First of all, the participants
volunteered to participate in the present
study and the sample was, therefore,
not strictly random. Also, owing fo the
fact that less than 100 percent of the
questionnaires were returned, a non-
The

demographic composition of the present

responsive bias might exist.

study, and individual differences in terms

of personal characteristics and aftitude
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could have affected the results. These
factors have not been included for
investigation in the study.

Secondly, another important
limitation is that the data for the
empirical test was provided by staff in
Band 2 — Band 4 who were currently
working at SCG Cement Co. Ltd.
Consequently, more research using
distinct employee samples (e.g.
managerial level) and other business
contexts is needed in order to check
the ‘generalizability” of the findings. The
present study was carried out in the
context of a specific work setfting (a
case study in the private sector) and,
therefore, caution should be taken in
seeking to generalize the results.

Thirdly, job involvement might be
affected by other variables, such as
perceived organizational support, their
relationship with their peers, as well as
organizational commitment (particularly
continuance commitment) and other
individual-level variables (for example,
the need for achievement, the locus of
control, efc,). These and other
contingent variables which are not
included in this model might have either
a direct or an indirect effect on job
involvement.

Finally, another significant
limitation is the cross-sectional design of

this study. Clearly, it is important to
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intferpret the results with caution,
especially with respect to causality. It is
also impossible to eliminate a certain
degree of common method error. In

order to overcome these limitations,

further research should adopt a
longitudinal design in order to establish
any causal relationships between the
research variables which have been

tested in this study.
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Abstract

A non - desirable geosmin flavor in processed fishery products has
affected customers, acceptance in the industry. Such freshwater aquacultures
facing that problem are as Stripped Catfish (Pangasianodon hypophthalmus),
Tilapia (Orechromis niloticus), Giany Perch (Lates calcarifer), Scampi shrimp
(Macrobrachium rosenbergi), or Panga (Pangasius sp.). Meanwhile, some low
salting aquacultures with the some problem are for instance Tiger prawn
(Penaeus monodon) and Whiteleg shrimp (Litopenaeus Vannamel). Actually,
there exist many non - desirable musty - earthy odours but the case of
geosmin has obvious characteristics and we have well known it is synthesized
by a blue-green algae, i.e. Oscillatoria sp,. Mycrocystis sp., Anabaena sp.,
Lyngbya sp., Aphanizomenon sp., Symploca sp., and Phromidium sp. or
bacteria such as Strepfomyces sp. etc. Important factors causing the growth
of bacteria and a blue-green algae are nitrogen, phosphorus, oxygen
dissolved water, species, content, water salt, and light intensity. The rapid
generation of geosmin flavor on aquaculture is by lipids in blood stream
spreading through various sections of bodies. Three methods to prevent and
reduce the musty-earthy odour are followed : 1) A geosmin prevention on the
aquaculture processing can be coped with by confroling an optimum volume
of feed and by controling the content of oxygen. 2) A reduction of musty-
earthy odour for fishes in a rest or pond can be dealt with by trapping those
fishes until they have good flavor or moving fishes fo a clean rest or pond as
an alternative method. 3) we can also abate that problem with frozen or
chilled processing. At the present, many researches present that some
solutions, i.e. an ozone ageous, acetic acid, calcium hydroxide, sodium
chloride, and banana leaves, ash, can be utilized to manage the non -
desirable flavor in the processing. Meanwhile, we should employ other
methods such as a smoking, soaking in vegetable oil or marinade, or semi-

streaming before canning, etc.

Adidty  : Aeealu, naulpau, dndtn, nansuTulsgLdniin,
AR EIUNLLN IR
Keywords : Geosmin, Musty - Earthy flavor, Fish, Processed fishery products,

Blue-green algaoe
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Abstract

The adjustment of the organization to be in line with the business
environment is crucial and should be emphasized by every organization,
especially in rapidly changing business environments. However, firms are
capable of coping with the critically changing environment through the
stfrategy of innovation through employing a business model. The main
objective of this article is to propose a Business Model Framework as a
tool for the business practitioner for application to new business model
creation. The author has divided this arficle into three main parts: the
review of literature on the business model, the proposal of the Business
Model Framework, and the implications of the framework based on a
case study of HYPERLINK “hftp://www.siamcement.com/” the Siam
Cement Group Company (SCG).

The Business Model Framework is a framework showing the process
of creating business model innovation consisting of three main stages:
1) Defining the existing business model, 2) Reconfiguring the business
model, and 3) Defining the types of Business Model Innovation. Within
the stage of reconfiguration, five main components to create business
model innovation are infroduced, namely customer value proposition,
profit formula, key resources, value chain/networks, and competitive

strategy.

Adrdny  : uinnssuAuguuLgena, nagnfaseAnuuAnang, uinnssy

Key words : Business model innovation, differentiation strategy, innovation
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Introduction

The intense and high level of
competition causes organizations to
strive for new effective strategies in
order to stay competitive. Therefore,
the creation of innovation is one of the
strategies used for competing with rivals.
innovation

Product is one type of

creating innovation. However, its
development requires investment. VYet
there do exist various other innovative
formats that can also be used to create
differentiation for organizations, such as
Innovation,

process managerial

innovation, and business model
innovation. According fto research on
and Blitz,

innovation

IBM (Giesen, Berman, Bell
2007), these alternative
formats, like business model innovation,
have lower risks and require less
investment than Product Innovation.
Nevertheless, the meaning of business
model and business model innovation
from the perspective of executives is sfill
unclear (Johnson, Christensen, and
Kagermann, 2008). The findings of
Johnson, Christensen, and Kagermann
(2008) reveal two main problems: firstly,
there have been few sftudies on business
model development which has led to a
lack of definition of the business model,
and secondly, few companies are clear

about their company business model.

Therefore, in this arficle, the author aims
to define the meaning of business
model, and business model innovation
and also focuses on business model
innovation through the elements of the
business model.

The research methodology in this
article mainly focuses on content
analysis. The author has acquired
information from various sources of
secondary data including academic
articles, company annual reports,
business reports of consulting firms, and
magazines.

The author has divided the article
info three main parts.  The first part is
the review of literature on the business
model, innovation and business model
innovation. In the second part, the
author proposes the Business Model
Framework and its implications in
analyzing and creating innovation.
Finally, the author applies the Business
Model Framework to the Siam Cement
Group in order to explain how this
company implements business model
innovation.

To begin with, let us review the
literature regarding the key definitions,
the term business model is one much
used in Thai society and one that must
be clearly defined when doing business
in order to have a clear understanding

of those particular businesses in question.



Besides, the topic of the business model
is also included in the business plan, so
that the writer can set out their model.
Nevertheless, only a few people are
capable of explaining the exact
meaning of the business model. Hence,
the author addresses the definition of
the business model and its elements.

Chesbrough (2007) gave fthe
following brief definition of business
model:

"Business model is the concept
idea that is beneficial in connecting
idea and ftechnology with the economic
solution.”

This definition is considered broad
when compared to Davila, Epstein, and
Shelton (2006) who gave the following
meaning:

“Business model is the description
of how an organization creates, sells,
Also, it

includes supply chain, ftarget customer

and delivers value to customers.

segments, and customer’s perception of
the delivered value”

As regards the business model
elements, there also exist many differing
viewpoints. A summary of which follows.

Chesbrough (2007) divided the
elements in creating the business model
info six main groups: value proposition,
market segment, value chain, revenue
and

generation, value network,

competitive strategy. Johnson,
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Christensen and Kagerman (2008) also
proposed several identfical elements to
Chesbrough (2007), namely value
proposition and revenue model.
However, they included differences with
the elements key resources and key
Processes, as well as providing more
detail for each element in their
framework in order for them fto become
more applicable for users in analyzing
the business model.

Mitchell and Coles (2003) provide
a different take on the elements of the
business model. The components of the
business model consist of sefting
questions about who, what, when,
where, how, and how much. However,
setting these questions without specifying
the topic means that it is quite
complicated transforming the acquired
information into a clear and precise
On the other hand,

the use of questions in this model makes

business model.

it appropriate for the purpose of
changing from an exiting business model
to a new business model.

As for the definition of business
model innovation, in general, most
executives have the perception that the
creation of innovation is mostly that of
technology innovation (Davila, 2006),
and they also perceive that it to be the
only origin of the new innovation of

products and services in the market.
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Nonetheless, there are other types of
innovation such as the business model
innovation that is able to make profit for
the organization and a key strategic
tool that drives an organization to
success.

To clarify the meaning of business
model innovation, Chebrough (2007)
stated business model innovation to be
a path along which an organization
creates a new way of doing business or
generating profit. Pasu (2008) suggested
it was the creation of innovation from
the adjustment of the business model
infto a new format. This new format of
business model must not have been
present in each of the particular
markets before. It is possible that it is
similar to an existing product or service
but the organization changes the way
of operating process or business.

As regards the point of concern
about whether it is necessary or not to
apply only technology into creating
innovation in the organization, Davila et
al. (2006) mentioned three types of
innovation as classified by the
relationship between the business model
and tfechnology. First, if fthe
organization creates innovation by using
a new business model with new
tfechnology. the result is called Radical
Innovation. Second, the use of new

technology with an existing business

model or applying present technology
with a new business model for building
innovation is referred to as Semi-Radical
Innovation. The last type of innovation,
Incremental Innovation, is the process of
combining near to existing technology
and a near to existing business model.
In sum, creating innovation in the
organization can integrate both the
business model and technology to build
innovation.

According to the study of the IBM
Institution for Business Value (2008), the
format of business model innovation was
specified in three major types. Thus, firms
that wish to create business model
innovation can make use of these three
types of business model innovation by
either selecting one of them or
infegrating any of the three tfogether.
Therefore, the three types of business
model innovation consist of business
model innovation by Industry Model,
business model innovation by Revenue
Model, and business model innovation

by Enterprise Model.

Business Model Framework: A Tool for

Analysis and Building Innovation

A model is a very significant tfool
in communicating the ideas of
executives to employees within the

organization in order to achieve the



same vision and direction. So, in this
section, the author would like fo
propose the Business Model Framework
as a tool for analyzing and building
innovation.

Research conducted by Mitchell
and Coles (2004) involved the interview
of the executives in charge of
managing 100 public companies in the
United States. The main topic discussion
was that what factors cause an
organization to be successful in its
operations. In response to this question,
the majority of the executives gave
similar answers that the Business Model
needs to be confinuously modified and
changed to meet the demands of
customers and stakeholders. Moreover,

they perceived efficient organizations to
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be those that always make changes to
some elements in the business model
every two to four years.

Mitchell and Coles (2004)
proposed that in order to create
business model innovation, the
organization should formulate the
processes in creating and adjusting the
innovation. Therefore, the fool for
structuring business model innovation is
part of the creation and adjustment of
the organizational innovation.

After reviewing the literature on
business model innovation, the author
formulated the Business Model
Innovation Framework which can serve
as a tool for executives in thinking and
generating business model innovation.

The framework is presented below.
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Step 1) Define Existing Business Model

v

‘ Step 2) Reconfigure (Who, What, When, Where, Why, How, How much) ‘

Components
v

v

v

v

v

2.1) Custemer Value 2.2) Profit Formula 2.3) Resour ces 2.4) Value Chain / 2.5) Competitive
Prop esition Network Strategy
+ Target Customer » Revenue Model + People * Processes + Economic Logic

+ Job to be done

*» Cost Stucture

+» Technology,

« Activities

+ Valne Creation

+ Offering « Margin Model products « Partnership/ + Cost Leadership
* Resource + Equipment Alliance
Velocity « Information
+ Channels
*Brand
[ I I I ]
! . !
Step 3) Types of Business ‘ Industry Model ‘ ‘ Revenue Model ‘ ‘ Enterprise Model ‘

Model Innovation

-

'
Economic Output

Diagram 1: Business Model Framework'

As shown above, the executive
can create business model innovation
through analysis and implementation
according to the process set given in
the diagram. Diagram1 is divided into
three main steps: define fthe existing

business model, reconfigure the business

model, and define the type of business
model innovation.

To begin with the existing business
model needs to be defined before the
organization starts generating ideas
fowards the creafion of a new business

model. It's very important for executives

The author applied the framework from the proven works of

Donald Mitchell and Carol Coles. 2003. The Ultimate Competitive Advantage of Continuing Business Model

Innovation. Journal of Business Strategy. Vol.24 (5). pp15-21

Edward Giesen, Saul J. Berman, Ragna Bell, and Amy Blitz. 2007. Paths to Success: Three Ways to Innovate your

Business Model. IBM Global Business Service.

Henry Chesbrough. 2006. OPEN INNOVATION: The New Imperative for Creating and Profiting from Technology.

Harvard Business School Press

Mark W. Johnson, Clayton M. Christensen, and Henning Kagermann. Reinventing Your Business Model. Harvard

Business Review. December 2008. pp. 51-59



to know the company’s current business
model or the industry’s business model
and their format of business operations.
For instance, Dell Company, prior to
making the decision fo sell its products
online, first understood and studied the
business model of the retail businesses in
the computer industry.  Additionally, to
learn about a present company’s
business model or an industry’s business
model, this can be achieved fhrough
the analysis of the major elements of
business model, which are customer
value proposition, profit model,
resources, value chain/network, and
competitive strategy.

For the second step, the business
model is reconfigured with changes or
modifications to the existing business
model of the organization to the new
one. Also, the changes have to be in
at least one type of the major elements
of the business model. In addition, the
changes or modifications can be
applied from the principle of Mitchell
and Coles (2003), whereby the business
model is created through the asking of
the questions of who, what, when,
where, how, and how much as
concerns the purpose of switching from
the existing business model to the new
one. Hence, the main focus in making
changes to the business model is by

questioning the existing components.
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These questions include: Who is the
target market of the organization? What
is the value proposition for the target
market? When can the company
proceed with the business model
creation? Where are the proper
distribution channels for the product?
How can we propose those values
successfully? How much should the
price be set at to suit customer
perception?

Once the questions have been
set as the path to creating the new
business model, the executives are then
able to apply the framework to the new
properly.
business model framework consists of

business model The new
identical elements to the existing
business model — customer value
proposition, profit model, resource, value
chain/network, competitive strategy.
These elements are valuable tools that
help people in the organization view
and share the new model that the
organization wishes to pursue. By doing
so, it also facilitates communication and
understanding among employees within
the organizations.

Customer value proposition means
the way to create value for customers
by helping customers to solve their
problems. The areas covering the
analysis of customer value proposition

include target market, respond fo
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customer demand in products, services,
and emotional benefits, and the job to
be done in order to serve the customers
what they need

Profit formula means the way the
company makes profit or creates value
from the business model as specified by
analysis of profit formula including
Revenue Model, Cost Structure, Margin
Model, and Resource Velocity (Johnson,
Christensen, and Kagermann, 2008). By
definition, Revenue Model is price
multiple by volume. Cost Structure is the
key resources required by the business
model prevalently drive cost structure.
Cost structure includes direct costs,
indirect costs, and economies of scale.
Margin Model is an analysis of the profit
margin needed from the unifs sold fo
attain the expected profits. Resource
Velocity is the speed required to make
a turnover in inventory, fixed assets, and
other assefs fo achieve the volume and
forecasted net income.

Resources refer to the
organization’s asset use for building
value proposition for customers.
Resources of organizations include
personnel, technologies, fools and
equipment, information, distribution
channels and brands.

Value chain is the method of
creating value by constructing the

activities within the value chain that are

able to present value to the customer.
Value network creates value by
determining the roles of supplier,
distributor, and key outside stakeholders
to provide the relevant value toward
the customer.

Competitive strategy is the factics
at the business level to gain superior
advantage over competitors, such as
differentiation strategy and cost
leadership.

The third step in creatfing business
model innovation is the definition of the
types of business model creation that
match the types of creation of business
model innovation. The new business
model is achieved by asking the
questions of who, what, when, where,
how, how much, and the explanation of
the ways of reconfiguring the business
model in the second step to employees
which requires a certain amount of
time. To facilitate the process of
communication toward employees, the
author took the business model types
and definition from Giesen et al. (2007).
The innovation is divided into fhree
major types: business model innovation
in the Industry Model, business model
innovation in the Revenue Model, and
business model innovation in the
Enterprise Model.

The first type, business model

innovation in the Industry Model, means



the type of business model innovation
that creates innovation by modifying the
value chain of the organization for use
in the existing markets or in expanding
tfo new businesses.

The second type, business model
innovation, in the Revenue Model is a
type of innovation that enhances the
revenue of the firm by readjusting
product mix, service mix, and value mix,
and pricing. It is achieved by providing
customer experience, choice and
preferences, and new ftechnologies.

The third type, business model
innovation in the Enterprise Model,
means the type of business model
innovation that creates innovation by
changing the structure of the
organization or its role in the supply
chain

To sum up, the analysis and
creation of innovation using the Business
Model Framework, as shown in Diagram
1, can be carried through three main
steps: define the existing Business Model,
reconfigure the business model and
define the types of business model
innovation. The result of using these
tools is the explanation of business
model innovation via the diagram, and
it helps facilitate communication among
the personnel in the organization or
discussion among executive groups

about the new business model as well.
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Business Model Framework and its
Implications to the Siam Cement Group
(SCG)
The Siam Cement Group
Company (SCG) is a Thai company that
has done business for 96 years, since its
establishment in 1913. SCG has adapted
its organization under the concept of
“InnoPeople-InnoLeader” to support the
innovative organization. Besides, there
are three major formats to create
innovation in the company, namely
product innovation, process innovation,
SCG

have already created all three types of

and business model innovation.

innovations fogether side by side.
However, Mr. Kan Trakulhoon, Managing
Director of SCG is of the view that
creating business model innovation is
relatively difficult, but that it has higher
returns compared to other types of
innovative creation.

The company rearranged ftheir
previous business model with its unclear
divisions info a new business model.
The new business model consists of five
major groups, namely the petrochemical
business, the paper and packaging
business, the cement business, the
construction equipment business, and
the distribution business.  Originally, the

major consumer group of fthe

organization was business customers
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(B2B).

organization has placed more emphasis

However, at present, the
on end consumers (B2C), and this is a
clear and distinct change from ifs
previous business model. By creating
the new business model, SCG has
modified elements of their business
model by asking the questions “what,
when, where, why, and how”. To
illustrate the change of business model
of SCG, the author selected the
consfruction equipment business as a
case study. In addition, the main
elements that the organization has
changed are listed as follows:

For Customer value proposition, in
the past, SCG mainly focused on B2B
business. Affer changing their business
model, SCG expanded their target
market tfo B2C. The consumer
characteristics of these two groups are
different. There are three key differences
among the two groups of customers.
First, in the new business model, the
organization offers fast and convenient
services by using information systems to
provide better service to B2C. For B2B,
the key business success factor required
is that of the relationship between
company and business customers. The
second difference is the product
knowledge about which B2B is more
likely to have good understanding of

the products; in contrast, B2C has more

limited knowledge about the product.
Thus, the organization should present the
product knowledge to this group of
consumers. Third, offering the product in
more varieties fo suit each consumer
group. Regarding this point, Cotto Tiles
divided consumer needs info two main
groups, namely basic need and value-
added need to offer differentiated
products and services.

For jobs to be done there are
three major Jobs to be done with
regard to customers. The first action is
to modify the management process to
be more efficient by using information
technology as a system to connect with
dealers. Examples of systems are
enterprise resource planning, e-ordering
systems that facilitate purchasing online,
and the development of the CHAMP
system that helps in retail business
management. The second action is to
educate end consumers. Examples are
locating information service centers for
these consumers, setting up COTTO Tiles
Studios to «advise and provide
information as a service to consumers.
Thirdly, the organization launches a
diverse range of products in order to
provide choices that can suit consumer
demands.

Profit formula, as a formula to
business, the

create profit for

organization creates revenue by offering



more value fo customers. In addition,
the organization can also gain revenue
from differentiating their products and
services, such as offering convenient
and fast delivery. As regards Profit
HYPERLINK “http://

www.siomcement.com/” SCG stated the

Formula, in 2006

following:

“The business goal is to increase
the sales of high-value non-
commoditized Products that have the
higher return and fewer price
fluctuations, and also to confinuously
research and develop new products.”

For resources, the supply that's
essential for the organizafion to create
value to customers. SCG has a budget
aiming to improve the skills and
capabilities of its employees amounting
to 500 million baht per year. This budget
is allocated tfo inviting experts in each
field to train employees and develop
the organization. By doing this, the main
purpose is to change the attitudes of
personnel and facilitate the creation of
innovation.

As concerns the enhancement of
SCG has

implemented several business practices

business efficiency,
and the latest technology to improve its
working process such as Total Productive
Management (TPM), Total Quality
(Tam),
Relationship Management (CRM), Radio

Management Customer
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Frequency lIdentification (RFID), and
Global Positioning System (GPS).

Regarding the organization’s
information system, SCG employs a
system that assists the sharing of
knowledge and information among
personnel in the organization. For
instance, Communities of Practice are
conducted for the ease of performing
the same tfasks and sharing knowledge
among group works.

As for the distribution channel, the
organization has expanded more into
retail distrioution channels, so that it can
betfter reach end consumers. For
example, COTTO Tiles Studio arranges its
COTTO Ceramic O.K. Shop as a
distribution channel to sell ceramics and
related products. In addition, it places
their information center in department
stores.

Value chain and value networking
are the element that SCG has adjusted
in a variety of ways. Concerning
product distribution, to be efficient, the
company has separated the distribution
functions info a wholly new company
that can focus solely in selling and
distributing products. The example of
increasing efficiency in their distribution
field is that Cementhai Logistics
Company (CTL) separates the way it
distributes their products into three major

types. The first type is On-tfime, which
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means ordering the products in the
usual time frames, and the products are
Also, the

shipment dates are clearly specified.

completely sent out at once.

The second type is Window and is for
when a customer orders product in a
small lot and the product will be
delivered on time even though the truck
The third type is

The customers need

is not completely full.
the Hurried Mode.
the product quickly, but the shipment
price will be relatively higher, which also
later aoffects the higher price of sales
and services. In addifion, in the
construction business, the company
opened Coftto Tiles Studio to provide
product information services, to advice
consumers, and to check for product
availability in warehouses.

Concerning the organization’s
networking, in order to expand to the
Business to Consumer (B2C) market, the
organization has created a networking
system with dealers to acquire the
information. Besides, it jointly owns
businesses with other organizations to
increase efficiency, such as Thai Olefins
Public Company joinfly owned with Dow
Chemical.  Moreover, the organization
has also formed dalliances, such as that
with CPAC Franchise, in which it benefits
by being a partner with the company
or individual who specializes in mixing

concrete as a franchisee. In return, the

organization is responsible in providing
knowledge about how to proceed with
the business, production formula and
branding to the entrepreneur.

The competitive strategy of SCG is
the creation of differentiated products
and services. They mainly focus on their
core business. One strategic tool for
creating differentiation is strengthening
their brand image under the theme of
“Drawing the Future”. There are three
advertising campaigns that aim to build
their corporate image, namely Tree of
Imagination, Unlimited Needs, and Idea
on Paper.

To conclude, the Siam Cement
Group creates Business Model Innovation
by integrating the three main types:
business model innovation in the Industry
Model, business model innovatfion in the
Revenue Model, and business model
innovation in the Enterprise Model.

Because it adjusted the whole

organization tfo be an innovative
organization, it required changes and
various ways to create business model
innovation.  Moreover, it modified the
ways to create revenue by offering new
products and services fo the target
that the

emphasized,

market organization
the end consumer.
Therefore, it's essential for the
organization to change its activities in ifs

value and supply chains to achieve the



innovation that the organization wishes

to pursue.

Conclusion

The author presented the Business
Model Framework in three major parts.
The first part defined the business model
of the organization or industry. The
second part set the questions of who,
what, where, how, when, and how
in the fields

elements of business model to create a

much related to the

new business model. The five elements
of the Business Model consisted of
Customer Value Proposition, Profit
Formula, Resources, Value Chain/
Network, and Competitive Strategy.
Finally, the third part is to define the
types of business model innovation:
Industry Model, Revenue Model, and
Enterprise Model.

To enhance the understanding,
apply the business model framework in
analysis, and be a tool in creating
business model innovation, the author
used SCG as a case study with regard
to business model innovation. The

business model of SCG aims fo expand
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their target market toward the end
customer. In general, in the construction
equipment businesses mainly emphasize
business customers. In addition, SCG has
also made adjustments in many
elements to achieve the new business
model, such as customer value
proposition, profit formula, resource,
value chain/network, and competitive
strategy. In the third analysis part of
the Business Model Framework, SCG
Company uses three main types, namely
business model innovation in the Industry
Model, business model innovation in the
Revenue Model, and the business model
innovation in the Enterprise Model in
order to achieve success in business
model innovation.

In sum, the author has clarified
the main definitions of the business
model, and business model innovation.
This article conftributes to business
practices by purposing Business Model
Framework to be a tool for application
to the creation of business model
innovation. The case study of SCG was
selected to illustrate the application of

the Business Model Framework.
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Abstract

This paper reviews previous research to develop 3 key propositions
which will improve the governance of companies during bankruptcy
reorganization. The model is based in Agency Theory and suggests
avenues for improving the performance of restructured companies by
effective monitoring and incentive alignment of the managers of the
restructuring process. The Thai Bankruptcy Act specifies two crifical
positions to be involved in the reorganization process, the Planner and
Plan Administrator. These may be individual, Companies or committees,
but the Act is silent on their composition. The propositions provide
guidance to the ideal composition of these positions to enhance the
chances of successful reorganization. Specifically, they suggest that the
court approved Planner and Plan Administrator would benefit by the
inclusion of a majority of independent directors and the provision of
incentive based remuneration packages to managers including a
significant equity component. Further, given the absence of market
signals during the restructure process, where the firm is effectively
protected from takeover and market price discipline, the court should
ensure the adequate representation of equity holders on the overseeing

Planner and Plan Administrator committees.
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1.0 Introduction
This paper reviews previous
research to develop propositions which
impact on the critical governance
factors impacting on post-bankruptcy
reorganization performance in Thailand.
Reorganization is an exftensive alteration
of a financially distressed firm regarding
capital, organizational and management
structure following a plan worked out
during the reorganization proceedings
under the bankruptcy law. The
objectives of reorganization are to
eliminate the cause of the failure, seftle
with creditors and allow the firm to
remain in business (Ross, Westerfield &
Jordan, 2000). Legally, there are two
alternatives for firms which have filed for
bankruptcy; liquidating and reorganizing.
Liquidation is the process of winding up
the operation of firms that are not
viable whereas bankruptcy
reorganization provides for rehabilitating
the debtor. The reorganization process
involves the debtor, who is known as
the debtor-in-possession (DIP) or
incumbent manager, remaining in
possession of his or her property and
developing a plan to generate funds,
while the Dbusiness’s debts are
restructured in order to allow the debtor
to continue business operations. It

enables valuable firms to improve and

contfinue their operations by providing
several mechanisms for ensuring that
these firms can emerge from bankruptcy
adequately (Brigham & Houston, 20071;
White, 1989).

In Thailand, only three research
studies on a formal legal reorganization
procedure have been conducted. The
first, by Vongvipanond, Jumpa and
(2002)

economic and legal perspectives of

Wichitaksorn investigated
court - supervised corporate restructuring
including the implementation of the
reorganization plan and a firm’s post-
bankruptcy performance. The second
study by Pipatsitee, Kuldilouk and
Ekukara (2003),

effectiveness of the Thai bankruptcy

investigated the
court in terms of managing and

controlling debt restructuring
proceedings by comparing it with the
Corporate Restfructuring Group, Bank of
Thailond and the Thai Asset
Management Corporation. The third
paper was also by Pipatsitee, Kuldilouk,
Ekukara and Kuntong (2004) who utilized
their 2003

recommend

research results to
methods for fthe
development of law enforcement to
improve debt restructuring efficiency.
The Thai research to date has
thus concentrated on legal aspects of
the reorganization procedure rather than

investigating the governance settings



which will lead to improved outcomes
for restructuring firms. This study will
consider these variables based on the
theorefical framework of agency theory
and propose an optimal model for
governance settings of companies
undergoing reorganization.

The remainder of the paper is
divided into 4 secfions. Section 2
describes the literature specific to the
Thai bankruptcy reorganization process
and its key governance mechanisms.
Section 3 develops an agency theory
consistent model which outlines the
governance settings which will
theorefically contribute to reorganization
success. Section 4 presents the
conclusion and policy implications arising

from the model.

2.0 The Thai bankruptcy reorganization
process

A brief review of the Thai
bankruptcy reorganization process
follows to outfline the administration
process and key governance
mechanisms included.

The Bankruptcy Court in Thailand
opened on June 18, 1999 after the
National Assembly passed an amended
1940 Bankruptcy Act and approved the
establishment of special bankruptcy
courts in March 1998 (Debt Restructuring

Regimes in Thailand, n.d.;
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Urapeepatanapong, Sethsathira &
Okanurak, 1998). The primary purpose of
the establishment of new reorganization
provisions was to deal with the
economic fallout from the Asian
economic crisis in 1997. The new
Bankruptcy Act included elements of
the US bankruptcy code’s Chapter 11,
British insolvency law and the Singapore
Companies Act concerning Judicial
1998;

Urapeepatanapong et al., 1998). Being

Management (Pornavalai,

similar to Chapter 11, the aim of
amending the 1940 Bankruptcy Act was
to give an opportunity to economically
distressed companies to restructure their
assets, operations, liabilities, and other
obligations. The amendment was
designed to encourage creditors and
debtor companies to cooperate in
maintaining future viability of debtor
companies.

The process commences with the
filing of a petition for reorganization to
the court. The petition will be accepted
if the person who petitions for
reorganization is: 1) a creditor(s) to
whom the debtor owes at least 10
million Baht, 2) an insolvent debtor
owing creditor(s) at least 10 million Baht,
3) the Bank of Thailand, Securities and
Exchange Commission, the Insurance
certain ofher

Department and

government agencies being responsible
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for overseeing the operations of the
debtor. Affer examining the facts, the
court will then decide whether to order
business reorganization and appoint a
plan preparer or dismiss the petition.
Once the court orders
reorganization, proceedings commence
and an automatic stay comes into
effect. The debtor may no longer
manage the business but the firm can
continue business operations under the
governance mechanisms of fthe
reorganization process. Shareholders will
right to dividend

payments. The court will appoint an

retain only the

inferim manager to act under the
official receiver’s supervision until the
planner is appointfed. When a planner is
appointed, powers to manage the
business and shareholder rights will be
vested in the planner. The planner may
be any person, company or committee
nominated by the petitioner (the debtor
or the creditor) and approved by the
court.

Once appointed, the planner has
three to five months to prepare a
reorganization plan for approval by the
creditors” and confirmation by the
Bankruptcy Court. In the reorganization
plan, the Bankruptcy Act only specifies
broad requirements of the plan (section
90/42). They comprise reasons for the

reorganization, details of the debftor’s

assets, guidelines and methods for
reorganization, and releases of the
security of secured creditors. Moreover,
the reorganization plan must involve
guidelines for the transfer of rights of
claim, a period for the implementation
not exceeding five years, and the name
and qualifications of the plan
administrator including creditors’
approval of the plan. The plan must be
able to show to the court that
reorganization value exceeds liquidation
value.

When the court issues an order
accepting the reorganization plan, it will
appoint a plan administrator who has
rights and duties pursuant to section 90/
59 of the Bankruptcy Act. The plan
administrator may be any person,
company, or committee nominated by
the planner, accepted by the creditor
voting and approved by the court.
Once the court appoints the
administrator, the duties of the planner
immediately pass to the plan
administrator who must manage the
debtor’s business in accordance with
the plan until reorganization of the
debtor’s business operations is achieved.

During the implementation of the
approved plan, the creditors may pass
a resolution at a meeting to appoint a
committee of creditors to monitor and

give guidance to the plan administrator.



The plan administrator must manage the

debtor firm following the plan,
confinuously report the progress of its
implementation to a creditor committee
and then submit it tfo the official
receiver. The planner or the plan
administrator acts as a board of
directors to implement the
reorganization plan, while the existing
management team of an insolvent firm
stil manages the day to day business
by cooperating with the planner and
the plan administrator.

If the plan administrator or the
official receiver believes fthat
reorganization has been achieved, they
may request the court to order the
cancellation of the business
reorganization. It should be noted that
the success of the process is directly
related fo the reorganization plan and
its implementation. Two positions are
critical fo this success: firstly the Planner
as the person/committee who proposes
the plan and secondly the Plan

Administrator who implements it.

2.1 The key control mechanisms in
the process

There are several control
mechanisms set up by Chapter 3/1 of
the Thai Bankruptcy Act to govern firms
during the reorganization process. The

key mechanisms are:
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The planner: The planner has the
duty to prepare a firm’s formal
reorganization plan in three to five
months and manage the debtor firm
during the ftime the plan is being
proposed. The planner may be any
person, company or committee
nominated by the petitioner (the debtor
or the creditor) and approved by the
court. Their duties commence upon the
court’'s order for business reorganization
and finish when the court approves the
plan.

The reorganization plan: The plan
which is prepared by the planner must
be accepted by three-fourths of the
creditors voting at a creditors’ meeting.
[t must contain all the information
required in Section 90/42 such as
reasons for the reorganization, details of
the debtor’s assetfs, guidelines and
methods for reorganization namely
restructuring methods, and name and
qualifications of the plan administrator
including creditor’s approval of the plan.
When the court issues an order
accepting the reorganization plan, it will
be used as guidelines for the plan
administrator for managing the
reorganized firm.

The plan administrator: The plan
administrator may be any person,
company, or committee nominated by

the planner, accepted by the creditor
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voting and approved by the court. The
appointment, tenure, qualifications and
compensation of the plan administrator
are specifically contained in the plan.
Once the court approves the plan and
appoints the plan administrator, their
duties commence and the duties of the
planner immediately pass to them. They
must manage the debtor’s business in
accordance with the plan untfil
reorganization of the debtor’'s business
operations is achieved. In addition, a
remuneration package such as cash
compensation and equity shareholding
for the plan administrators is specified in
the plan.

The creditors and a creditor
In the

process, the creditors participate in all

committee: reorganization
activities beginning with fiing a petition
and nominating or approving the
planner. Further, they approve the
reorganization plan and monitor the
plan administrator via a creditor
committee. The law specifies that the
committee must be composed of at
least three, but not more than seven
members, from among the creditors or
people assigned by the creditors to act
on their behalf.

The next section presents a model
of agency theory and the governance
setfings recommended to control

agency problems and enhance post-

bankruptcy performance.

3.0 An agency theory based governance
model

Agency theory has been studied
since the early 1970s and deals with the
relationship of two parties, principals and
agents (Fama & Jensen, 1983). In a
business sefting, the principals are
represented by owners, shareholders or
other stakeholders, such as potential
investors and creditors, and the agents
are professional managers (Hatch, 1997).
Jensen and Meckling (1976) define the
agency relationship as a theory of the
firm based upon conflicts of interest
between principals (owners) and agents
(managers). Managers are hired to act
as agents for owners, to make decisions
to pursue organizational objectives and
create corporate value so that
stakeholders can receive high returns.
However, agents are expected to have
their own inferests and may pursue
strategies and goals fo serve these
interests rather than those of the owners
and other stakeholders, leading to
agency costs (Eisenhardt, 1989).

Jensen and Meckling (1976)
define agency costs as the sum of
monitoring cost, bonding cost and
residual loss. Monitoring costs are
expenditures paid by the principal/

shareholders to directly monitor the



behavior of managers and may include

infernal and exfernal audit costs.
Bonding costs are incentives such as
pay and equity holdings given to
agent/managers to align their interests
with those of the owners. Monitoring
and bonding costs are never fully
effective due to difficulties in measuring
outputs and information asymmetry (i.e.
managers’ access to detailed
information which is unavailable to the
owners) giving rise to a residual loss
(Godfrey & Hill, 1995).

The main objective of agency
theory is to identify effective
mechanisms to encourage managers to
serve the firm owners’ interests (Keasey,
Thompson and Wright, 1997). Numerous
prior studies afttempted to understand
agency problems and seek a number of
effective mechanisms fto reduce these
costs (for example, Agrawal & Knoeber,
1996, Keasey et al., 1997, Fosberg &
Rosenberg, 2003 and Core, Guay &
Verrecchia, 2003).

Figure 1 presents a model of
agency theory which is developed from
theory and prior research in the field.
The mechanisms are divided info three
categories: monitoring, incentive, and

market mechanisms.
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Monitoring mechanisms conftrol
managers’ behavior through direct
monitoring on managers actions.
Methods include the use of a board of
directors to provide guidelines or to
directly supervise managers including
evaluating their performance (Hatch,
1997) and the use of information systems
such as a cost accounting system,
budget system and other formal
reporting tfo the owners or board of
directors (Baiman, 1990).

Incentive mechanisms motivate
managers to act towards maximizing
organizational profit. These include the
use of incentive based pay, which
directly links the rewards paid fo
managers with those of the shareholders
(examples include the use of options
and share rewards).

Finally, market mechanisms act to
confrol managers from outside the
organization (for example through the
threat of ftakeover and loss of
employment). All three mechanisms
contribute to minimizing agency costs
and lead fo a convergence of the

interests of shareholders and managers.
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Figure 1: An Agency based model fo minimize agency cost through the use of
Monitoring, Incentive and Market mechanisms
Monitoring
Mechanism
Maximizing
Wealth of
Minimizin Pe':c' I: Alignment
Incentive . T of Interests
Mechanism | [  Agency o between
Problem Principal and
Maximizing Agent
Utility of
Market Agency
Mechanism |

3.1 Applying the agency based

model to the Thai bankruptcy
reorganization process

Under the Thai Bankruptcy Act,
the planner and plan administrator are
the key governance mechanisms of the
reorganization process (refer section 2.0).
The planner has the duty to prepare a
firm’s formal reorganization plan in three
to five months and manage a debtor
firm during the preparation time. Once
the court approves the plan and
appoints the plan administrator, the
duties of the planner immediately pass
tfo him/her. The plan administrator must
manage the debtor’s business in
accordance with the plan until the
reorganization of the debtor’'s business
operations is achieved. The planner and

plan administrator may be a person,

company or group of persons and also
may be insiders (company executives)
or outsiders (shareholders only). There
are no regulations limiting the number of
planners and plan administrators, their
composition and their remuneration.
The application of the principles of
Agency Theory to the composition of
the Planner and Plan Administrator leads
to the following propositions.

Proposition 1.0: Outside
(independent) directors should form a
majority representation in the Planner
and Plan Administrator

Fama (1980) and Fama & Jensen
(1983) suggest a board with a high
proportion of outside directors is more
likely to perform its duties in monitoring

business management effectively. There



are a number of empirical studies that

have supported this conclusion.
Baysinger and Butler (1985) explored the
relationships between board
composition, changes in compositions,
corporate financial performance and
changes in performance for a 266-firm
sample between 1970 and 1980. The
measure of financial performance
selected was calculated by dividing the
firm’s return on equity by the average
return on equity for all the firms in its
primary industry, including those not in
the sample. A key finding was that the
ratio of independent to inside directors
(i,e. company executives) was higher in
firms which had a performance above
average than firms with a performance
below average.

Westphal (1999) studied board
effectiveness and firm performance and
found significant results in the survey
data from 243 CEOs and 564 outside
1995. Westphal used

multiple regression analysis and fwo

directors in April

measures of firm performance: return on
equity - ROE (an accounting-based
measure) and the market-to-book value
of equity - MTB (a market-based
board

involvement. The findings of this study

measure) to investigate
suggested that board effectiveness may
increase by encouraging collaboration

between top managers and outside
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directors in strategic decision making.
Judge and Zeithaml (1992) also found
that a high proportion of inside directors
on boards was associated with lower
board involvement in strategic decision
and a negative impact on firm
performance.

(2000)

confirmed that there was a critical

Coles and Hesterly
monitoring role for outside directors.
They examined the independence of
the chairman and board composition
and shareholder value in the context of
poison pill adoptions by using 247
sample firms reported in the financial
press (i.e. the Wall Street Journal, the
New York Times) during the period 1984-
1986. They found that when leadership
structure is not independent, the
monitoring and conftrol functions of
outside directors are most important and
most beneficial for shareholders. Brickley,
Coles and Terry (1994) also indicated
that outsiders represent shareholder
interests better than inside directors.
Gales and Kesner (1994), Daily and
Dalton (1994a, 1994b) and Daily (1995)
also confirmed that outside directors in
the board of bankrupt firms are more
likely to be highly involved in improving
post-bankruptcy performance.

A more recent study by Peng
(2004) was consistent with the study of
Coles & Hesterly (2000) and Brickley et
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al. (1994). Peng’s study was based on
an archival database covering 405
publicly listed Chinese firms and found
that outside directors do make a
difference in firm performance as
measured by sales growth, although less
when
(ROB).

The above studies support the

measured by refurn on equity

effectiveness of an independent board,
as represented by majority outfside
director

membership, in guiding

company management towards
maximum profitability. The application of
this principle to firms undergoing
reorganization should improve ftheir

probability of success.

Proposition 2.0: Owners with
significant equity ownership should be
represented in the Planner and Plan
Administrator

The nofion that shareholders with
a significant investment in the company
will have strong incentives to monitor
managerial activities has been widely
supported in the empirical literature.

Cubbin and Leech (1983) studied
the effect of shareholding dispersion on
in British

companies and found a positive

the degree of control
relationship between ownership
concentration and profitability. Shleifer

and Vishny (1986) studied large

shareholders and corporate control and
their findings from a sample of the
Fortune 500 firms confirmed that the
greater the percentage of ownership,
the more expected profits.

Wruck (1989) studied equity
ownership concentration and firm value
from private equity financings and
concluded that increased concentrated
ownership from private equity sales have
a positive effect on a stock price.
Similarly, Oswald and Jahera (1991)
explored the influence of ownership on
performance by using a large sample
size and also by conftrolling firm size
differences. Their findings show a
significant effect of ownership on
financial performance as measured by
excess stock retfturns even affer
controlling for size.

Bethel,
(1998) investigated the consequences of
1980

1989 using a sample of U.S. firms

Liebeskind and Opler

block share purchases between
and
and found that return on assets (ROA)
as a proxy for a firm’s operating
performance improves in years two and
three affer the acquisition of large share
blocks by activist shareholders. In the
same year, Cho (1998) examined the
relationship among ownership structure,
investment and corporate value using
ordinary least square regression with the

control variables; firm size, financial



leverage, and industry effect. Cho’s
findings suggested that ownership
structure affects investment and
corporate value as measured by Tobin’s
Q.

In Thailand, Wiwattanakantang
(1999) also studied the effect of
ownership structure and corporate
governance on performance. She used
a sample of Thai firms and found that
firms’
profitability (ROA and Tobin’s Q) as
compared to firms with no major
shareholders. The study of Suehiro (2001)

on ownership patterns and corporate

major shareholders enhance

performance in Thailaond also found
statistically significant relationships.

The above literature indicates that
the effect of equity ownership by the
Board of Directors on performance is
positive and significant. This should
similarly hold when this is applied to the
composition of the Planner and Plan

Administrator.

Proposition 3.0: Members of the
Planner and Plan Administrator should
receive remuneration packages which
include results based incentive payments

Managerial remuneration such as
salary, profit-based bonus, and stock
options are an efficient incentive
mechanism fo improve the goal

alignment of shareholders and managers
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(Grant, 1998; Kaplan & Atkinson, 1998).
Jensen and Murphy (1990) suggested
that stock options, equity ownership,
performance-related-pay and
performance-related dismissals should be
included as part of remuneration
packages in order to provide financial
incentives for management to make
value-maximizing decisions, and increase
company value. Numerous studies
support the use of incentive mechanisms
as an appropriate way to help
shareholders encourage managers to
pursue company goals (Baiman &
Demski, 1980; Kim, 1995; Harrison, 2003).
Dyl (1988) examined listed firms in
the Fortune 500 companies during 1982,
that the

management compensation reduce the

and found levels of
residual loss portion of agency costs.
Jensen and Murphy (1990) investigated
the pay-performance relationship for
chief executive officers (CEO) by using
the data of the Forbes surveys from
1974 to 1986.

measured a regression of change in

In their analysis, they

CEO salary and bonus on changes in
net accounting income and found a
statistically significant and positive
relationship. Albeit, this empirical relation
is small for an occupation in which
incentive pay is expected to play an
important role.

Goldberg and Idson (1995) also
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tested the performance effects of
executfive remuneration, using data from
the listed firms of Fortune 500 companies
during the period 1980-1981. Their results
which are consistent with Jensen and
Murphy’s (1990) study and indicate that
there was a significant agency effect
on executive pay, though the ftfotal
magnitude of the effect appears to be
small, relative to company assets.
Similarly, Mehran (1995) examined
the executive compensation structure of
randomly-selected small and large
manufacturing firms 1979-1980 and
found empirical evidence on the
relationship between the form of
compensation and firm value. The
findings showed that the form, rather
than the level, in particular equity-based
compensation can motivate managers
to increase firm value as measured by
Tobin’s Q and by refurn on assets
(ROA).

also investigated agency cost conftrol

Fosberg and Rosenberg (2003)

mechanisms. Their results suggested that
share ownership by the firm’s CEO is
one of the effective mechanisms in
controlling a firm’s agency costs.

In the Thai reorganization process,
cash and equity compensation for the
plan administrator may be specified in
the reorganization plan. Evidence from
literature

empirical studies in the

generally confirms a positive link

between executive remuneration and
performance of the firms. Thus, it is
possible fo hypothesize that managerial
remuneration (particularly that portion
directly linked to performance) for the
plan administrators is likely to be related
to the

improvement of insolvent firms.

financial performance

4.0 Conclusion

The reorganization process involves
the debtor, or incumbent manager,
remaining in possession of their property
and developing a plan to generate
funds, while the business’s debts are
restructured in order to allow the debtor
tfo continue business operations. It
enables distressed firms the opportunity
their

operations with the objective of

to improve and continue

successfully emerging from bankruptcy.
Two key players are involved in this
process: first, the Planner as the body
who proposes the plan for
reorganization and second the Plan
Administrator, who implements it. These
positions may be held by any person,
company or committee approved by
the Court.

regulations guiding the composition or

There are currently no

remuneration of those serving on the

Planner and Plan Administrator
committees.

This paper reviewed previous



research to develop propositions (Table
1) which outline the critical governance
factors impacting on post-bankruptcy
reorganization performance in Thailand.
The model is based in Agency Theory
and suggests avenues for improving the
performance of restructured companies
by effective monitoring and incentive
alignment of the managers of the
restructuring process.

These 3 propositions provide
guidance to the ideal composition of
the Planner and Plan administrator to
enhance the chances of successful
reorganization. They propose that the
court approved Planner and Plan
Administrator would benefit by the
inclusion of a majority of independent

directors and the provision of incentive

Table 1: Propositions identified in the study
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based remuneration packages to those
serving on these boards, including a
significant equity linked component. In
addition they require there to be an
adequate representation of equity
holders on these overseeing committees.
This ensures proper monitoring of the
reorganizing companies management by
an independent board who will be
motivated fo maximize the returns fo
stakeholders.

It is argued that the facilitation of
the above by either the enshrining in
the Thai Bankruptcy Act, or less
prescriptively through recommend codes
of best practice, would ensure the best
possible outcome for all companies

entering the reorganization process.

Proposition

Proposition 1

Outside (independent) directors should form a majority

representation in the Planner and Plan Administrator

Proposition 2

Owners with significant equity ownership should be

represented in the Planner and Plan Administrator

Proposition 3

Members of the Planner and Plan Administrator should
receive remuneration packages which include results

based incentive payments
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