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Dr. Rutchaneeporn Pookayaporn Phukkamarn
President, Sripatum University, Thailand
ICMBE & ICTTL 2017’s Honorary Chair

Prof. Dr. Roger Field
Vice-Chancellor, Lincoln University, New Zealand
ICMBE & ICTTL 2017’s Honorary Chair

Prof. Dr. Yves Flückiger 
Rector, University of Geneva, Switzerland
ICMBE & ICTTL 2017’s Honorary Chair

Welcome Address from Conference Honorary Chairs

It is a great pleasure and honor for us, on behalf of The 3rd International Conference on Management, 
Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics 2017, to 
welcome you all to the world famous festival. First of all, we would like to thank the co-organizers, namely 
Sripatum University (Thailand), University of Greenwich (United Kingdom), Lincoln University (New Zealand), 
and University of Geneva (Switzerland) for organizing this conference, which is a major business and tourism 
regional platform and important event in the European region.

To support the Europe destination for international visitors, the organizers selected Montreux as a conference 
venue due to its most beautiful walks along the lake, stretching from Villeneuve all the way towards Vevey. The 
main square of the town, Place du Marché, features a statue of Freddie Mercury facing Lake Geneva. Some 
of the numerous small villages around Montreux include La Tour-de-Peilz, Clarens, Territet, and Villeneuve. 
The Château of Chillon provides a marvelous view of the entire Lake of Geneva and can be easily accessed 
via bus, train, walk or boat.

To conclude my address, we would like to thank Sripathum University, University of Greenwich, Lincoln 
University, and University of Geneva that have assisted in the organization to this conference to promote a 
tourist destination at Montreux to our delegates and guests from 12 countries around the world.

We wish good results in your deliberations.

Dr. Petros Ieromonachou
Lecturer, University of Greenwich, United Kingdom
ICMBE & ICTTL 2017’s Honorary Chair
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Welcome Address from Conference General Chair

On behalf of Sripatum University (Thailand), University of Greenwich (United Kingdom), Lincoln University 
(New Zealand), and University of Geneva (Switzerland), I would like to welcome you to participate in the  
3rd International Conference on Management, Business, and Economics & the 5th International Conference on 
Tourism, Transport, and Logistics 2017 which will take place at Royal Plaza Montreux and Spa from 9 to 11 
March, 2017 in Montreux, Switzerland.

The conference will be an exciting event bringing international and interdisciplinary expertise in a rapidly 
developing field together for two days. It will provide an opportunity for experts in management, business, 
economics, tourism, transport, logistics, production, operations, and supply chain from worldwide to exchange 
and discuss ideas and information. 

In a present and future issue, we will cover more on the following topic as “Exceeding the Vision – Innovation, 
Integration, and Motivation”. This year’s convention will challenge participants to think strategically to 
implement change by addressing three core principles of business growth and development. Innovation will 
take the lead or initiative in showcasing ideas to assist with the development of your business. Integration 
is done by incorporating the ideas and newest technologies, processes, and services into any businesses. 
Motivation will incite to take action to achieve goals throughout 2017 and beyond.

Montreux Riviera is known the world over for its spectacular setting on Lake Geneva, mild year-round 
microclimate, and surrounding vineyards and snow-covered Alps. Even so, it has managed to retain its serene, 
relaxed atmosphere and charming ambience. As a “Swiss Riviera” resort area, Montreux is a spectacular 
leisure and event destination, home to an array of fascinating venues, social activities, and team-building 
possibilities. Nestled between Lake Geneva and the Alps, Montreux serves as an ideal central location for 
excursions to Lausanne, Gruyeres, Gstaad, Zermatt, Lucerne, and Interlaken. Montreux’s convenient setting 
is easily accessible by car, bus, and train.

I look forward to welcoming you in Montreux.

Asst. Prof. Dr. Vichit U-on
Sripatum University, Thailand
ICMBE & ICTTL 2017’s General Chair
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Asst. Prof. Dr. Ungul Laptaned
Thai Researchers’ Consortium of Value Chain Management and Logistics, Thailand
ICMBE & ICTTL 2017’s Program Chair

Assoc. Prof. Dr. Ioannis Manikas
University of Wollongong in Dubai, United Arab Emirates
ICMBE & ICTTL 2017’s Program Co-Chair

Welcome Address from Conference Program Chairs

Welcome to the 3rd International Conference on Management, Business, and Economics & the 5th International 
Conference on Tourism, Transport, and Logistics 2017 in Montreux, Switzerland. This professional meeting 
is thought to provide an excellent opportunity for faculty, scholars, Ph.D. students, administrators, and 
practitioners to meet well-known experts from all over the world and to discuss innovative ideas, results of 
research, and best practices on various topics of Accounting, Finance, and Banking; Business and Marketing 
Management; Hospitality, Leisure, and Sport; International and Global Business Management; Operation and 
Supply Chain Management; Organization and Human Resource Management; Tourism Development, Policy, 
and Planning, and many other related issues.

The ICMBE & ICTTL conference continues to be highly competitive and very well perceived by the international 
community, attracting excellent contributions and active participation. This year, researchers from more than 
15 countries have submitted their papers to the ICMBE & ICTTL 2017 international conference. After a careful 
review process by members of the international program committee, 28 quality papers from 12 different 
countries (India, Indonesia, Iran, Malaysia, México, Nigeria, Pakistan, Saudi Arabia, Taiwan, Thailand, United 
Arab Emirates, and United States of America) have been accepted for presentation at the conference. We 
thank all authors who dedicated a particular effort to contribute to the conference.

Each submitted paper has been reviewed by several members of the international program committee 
and international external referees. We would like to thank all of them for their help with review process 
of submitted papers. We expect the ICMBE & ICTTL 2017 international conference to be an outstanding 
international forum for the exchange of ideas and results on management, business, economics, tourism, 
transport, logistics, production, operations, and supply chain, and provide a baseline of further progress in 
such areas.

We wish you a pleasant stay in Montreux, and a successful conference.
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Speaker Background

Asst. Prof. Dr. Konrad Gunesch

Dr. Gunesch is currently an Assistant Professor at the American University in the Emirates in Dubai, where 
he teaches, among others, several Master’s degree courses on Energy and on Environment and Climate 
Change. Previously, he was a Professor for Global Business at Laureate International Universities in Panama, 
where he taught courses such as Quality Management or Innovation and Technology Management. He has 
published and has presented as an invited keynote speaker at international conferences, on topics such as 
Travel and Tourism’s Most Pressing Issues in the 21st Century, or Global Tourism and its Application of the 
Triple Bottom Line.
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The 3rd International Conference on Management, Business, and Economics &  
The 5th International Conference on Tourism, Transport, and Logistics 2017 

Royal Plaza Montreux and Spa, Montreux, Switzerland 
Theme: Exceeding the Vision – Innovation, Integration, and Motivation 

 
Thursday (T) 
9 March 17 
 

Room Forum 
 

07:45 – 08:45 REGISTRATION 
 

08:45 – 09:00 OPENING ADDRESS: 
Asst. Prof. Dr. Janya Phukkamarn 

Assistant to the President,  
Sripatum University, Thailand  

 
WELCOME ADDRESS: 

Asst. Prof. Dr. Vichit U-on 
General Chair, Sripatum University, Thailand  

09:00 – 09:45 KEYNOTE ADDRESS: 
“Creating Global Tourism Company Value Through Local Sustainability” 

Asst. Prof. Dr. Konrad Gunesch 
The American University, United Arab Emirates 

09:45 – 10:00 THURSDAY AM BREAK 

10:00 – 13:00 TA1 Accounting, Finance, and Banking/ 
Logistics and Supply Chain Management 

13:00 – 14:00 THURSDAY LUNCH BREAK 

14:00 – 16:00 
 

TA2 Business and Marketing Management/ 
Tourism Development, Policy, and Planning 

16:00 – 16:15 
 

THURSDAY PM BREAK 

16:15 – 18:00 
 

TA3 Organization and Educational Administration/  
Hospitality, Leisure, and Sport 

19:00 – 21:00 WELCOME DINNERS: 
French Dinner Buffet, 

Cafe Bellagio, Montreux, Switzerland 
   
Friday (F) 
10 March 17 
 

09:30 – 11:00 BUSINESS AND LOGISTICS FORUM 

11:00 – 12:00 FRIDAY LUNCH BREAK 
 

12:00 – 12:15 CLOSING ADDRESS: 
 Asst. Prof. Dr. Ungul Laptaned 

Program Chair, Thai Researchers’ Consortium of  
Value Chain Management and Logistics, Thailand 

   
Saturday (S) 
11 March 17 
 
 

07:00 – 08:00 HOTEL LOBBY 

08:00 – 15:00 FREE-DAY TOUR 
Montreux City Tours 

 (Contacting Travel & Tour Services with Personal Expenses) 
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Thursday, 9 March 2017 
 

Code Session Chair Room Start Finish

TRE Registration 
Thursday 

Asst. Prof. Dr. Ungul Laptaned Foyer 07:45  08:45 

 
 
Code Session Chair Room Start Finish

TOA Opening Addresses Dr. Nontipan Prayurhong Forum 08:45 09:00 

 08:45 08:50 Opening Address:
Asst. Prof. Dr. Janya Phukkamarn 

Assistant to the President,  
Sripatum University, Thailand  

 08:50 09:00 Welcome Address: 
Asst. Prof. Dr. Vichit U-on 

General Chair, Sripatum University, Thailand 
 
 
Code Session Master of Ceremonies Room Start Finish

TKA Keynote Addresses Sripatum University Forum 09:00 09:45 

 09:00 09:45 Creating Global Tourism Company Value Through Local Sustainability 

 
 
Code Session Room Start Finish

TAB Thursday AM 
Break 

 Foyer 09.45 10.00 

 
 
Code Session Chair Room Start Finish 

TA1 Accounting, 
Finance, and 

Banking/ 
Logistics and 
Supply Chain 
Management 

Asst. Prof. Dr. Ungul Laptaned Forum 10:00 13.00 

0010 10:00 10:15 Justice-Citizenship Bond: Is Leader-Member Exchange a Missing Link? 
Hooi Lai Wan 

0012 10:15 10:30 
Cost and Benefit Analysis of One Tambon One Product: A Case Study of Rattan and 
Bamboo Wickerwork Products Group of Bantungfak, Thailand 
Pathompong Kookkaew 

0019 10:30 10:45 The Development of Internal Audit Pattern in Finance Department for Royal Thai Army 
Sukanya Klungthong 

0031 10:45 11:00 
A Study on the Concept of Mens Rea Elaborating on Socially-Bound Principles Provided 
Under Statute Law 
Fatemeh Ahadi 

0032 11:00 11:15 An Economic Perspective Towards Specificities of Risk Management in Insurance Sector 
Younes Taghavi 

0033 11:15 11:30 The Development of E-Banking Service Quality Model in Thailand 
Suthee Lovalek and Sujittra Rodsomboon 

0001 11:30 11:45 
The Determination of the Freight Transport Route Network in Bali and West Nusa Tenggara, 
Indonesia 
Leksmono Suryo Putranto, Stevanus Albertus Ayal, and Ratri Parasiddha Winastwanti 

0011 11:45 12:00 Impact of Financial Crisis on Highway System Development 
Satria Darsa 

0023 12:00 12:15 Increasing Efficiency Cost of Green Supply Chain 
Sutida Tubtimsri 
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0024 12:15 12:30 
Exploring the Success and Failure of Business Situation of Shipping Industry for Sea Freight 
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ABSTRACT

The study examines leader-member exchange (LMX) as a mediator in the relationship between organizational

justice (OJ) and organizational citizenship behavior (OCB). Using a sample of 267 employees in the manufacturing

sector, results indicate that informational justice rather than distributive, interpersonal or procedural justice is a stronger

predictor of LMX. Additionally, LMX has a significant relationship with altruism, civic virtue, and conscientiousness. In

the  justice-citizenship  relationship,  interpersonal  justice  had  a  more  significant  effect  on  conscientiousness  than  on

courtesy,  altruism,  civic  virtue,  or  sportsmanship.  Distributive  justice  positively  influenced  civic  virtue  whilst

informational  justice  positively influenced  courtesy.  Procedural  justice  positively influenced  civic  virtue,  but  had  a

negative effect on courtesy and sportsmanship. However, the results of the mediated relationship implied that LMX did

not mediate the relationship between OJ and OCB. These observations have implications for human capital management

practices as it allows practitioners to take appropriate actions to elicit desirable employee work behaviors. 

KEYWORDS

Organizational Justice, Organizational Citizenship Behavior, Leader-Member Exchange

INTRODUCTION

The role of leaders in engendering OCB has become crucial as the “naked resignation” syndrome slowly creeps

in  with  globalization  and  technological  advancement.  Developing  countries  including  Malaysia  are  facing  the

challenging task of engaging workers in discretionary behaviors that are instrumental to the effective functioning of an

organization. Prior studies emphasize that leaders can stimulate OCB through mutual interpersonal trust (Podsakoff et al.,

1990), and enhancing the quality of LMX (Brandes et al., 2004; Settoon et al., 1996). Then again, solely ensuring LMX

is  unlikely  to  entice  citizenship  behaviors  unless  employees  perceive  justice  in  organizations.  As  OCB makes  an

organization  more  effective  over  time  and  across  people  (Organ,  1988),  this  study  intends  to  explore  further  the

interactive effects  of OJ,  LMX and OCB in the manufacturing sector in Malaysia.  To sustain the nation’s effort  to

achieve  Vision  2020 (a  vision to  attain  developed  nation  status  by 2020),  Malaysia  could  ill-afford  negative  work

attitudes and needs to address the “naked resignation” syndrome that has become the norm among Generation Y. It is,

therefore, vital that organizations formulate human resource practices that promote OJ and train supervisors in the fair

enactment of these practices to address this pattern. 

In this study, OJ concerns distributive, procedural, informational justice and interpersonal justice. Distributive

justice refers to the fairness of decision outcomes; procedural justice concerns perceived justice of the decision-making

procedures used to determine the distribution of the outcome; informational justice focuses on the perceived fairness of

communication; and interpersonal justice is the interpersonal treatment that employees received from the superiors. LMX

is concerned with the quality of social and resource exchanges between a supervisor and a subordinate, and the degree of

emotional support.   OCB covers  courtesy (obligation of cooperation with others),  sportsmanship (avoiding negative

behaviors), altruism (voluntary behavior of helping coworkers), civic virtue (knowledge of organizational affairs), and

conscientiousness (sincere devotion and respect).

Research on LMX has received growing interest in Asia (Lam et al., 2007) as  high-quality LMX is generally

desirable.  Although employees view their relationship with the organization as one of economic or social  exchange

(Blau, 1964), LMX is reflected more in social exchange as it is premised in the notion of reciprocity (Chan & Mak,

2012). Employees are more likely to be in a reciprocal social exchange relationship with the organization unless the

degree of quality exchange is low. Likewise, employees will reciprocate with discretionary behaviors if they perceived
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justice at the workplace (Organ, 1997).  Prior studies reveal that subordinates are prepared to reciprocate by engaging in

OCB without constraint if they feel that they receive more than they give to the leaders (Zhong et al., 2011). Zhong et al.

(2011) reiterate that the effect of a high-quality LMX should be understood in relation to discretionary, volunteering, and

extra-role behavior.

The primary  rationale  for  the  focus  on  the  manufacturing  sector  is  its  significant  importance  to  the  gross

domestic product  of  the  country.  To enhance  sustainability,  not  only is  it  imperative  to  have high  caliber  industry

captains, but also, employees who perceive the organization as their employer of choice. The presence of OCB would

facilitate succession planning and management to enhance organizational performance. However, instilling OCB in the

manufacturing sector would probably be more challenging considering the perilous nature of the work environment.

Additionally,  perceptions  of  organizational  injustice may further  dampen the spirit  of  OCB. To mitigate  the effect,

quality LMX,  among other factors  must improve.  Otherwise,  employee  dissatisfaction may result  in indifferent  and

negative work attitudes. Based on the theory of reasoned action, behavioral intentions is much dependent on attitudes and

subjective norms. Undesirable attitudes lead to adverse behavioral  intentions that affect  organizational effectiveness.

Moreover, the escalating cost of hiring and training as well as the growing competitiveness of the manufacturing sector

make OCB an important issue that merits consideration.

While Chan and Mak (2012) examines LMX as a mediator of the relationship between benevolent leadership

and follower task performance and extra-role performance, little empirical work has been done to examine if LMX is a

missing link in the justice-citizenship relationship.  This study attempts to address this gap by building on existing work

to examine the impact of each component of OJ and LMX on the five dimensions of OCB. More specifically, the main

objective is to test if LMX mediates the justice-citizenship linkage and to confirm if what is observed in justice literature

would be applicable in the Malaysian manufacturing environment.  Considering high power distance,  the multiracial

organizational environment in Malaysia, and the job switching habits of the current Malaysian workforce, the question

of how employee perceptions of LMX facilitate the justice-citizenship bond remains to be addressed. That question is

the focus of this study.

This study contributes to theory and practice in several ways. The primary theoretical contribution of the present

research lies on the integration of theory of reasoned action and the LMX theory in predicting the discretionary behaviors

of employees. It advances literature on LMX as the black box by examining whether it mediates the justice-citizenship

bond. This provides a more nuanced understanding of the roles of OJ, LMX and OCB in the Malaysian manufacturing

context.  A contribution to practitioners  will  be to enlighten practitioners  on the salient aspects  of the justice-LMX-

citizenship relationship to help mitigate racial sentiments and promote citizenship behaviors. The findings from the study

will enhance understanding of the antecedents and consequences of LMX and likely fill the gaps in present knowledge. 

THEORY AND HYPOTHESES

Organizational Justice And Organizational Citizenship Behavior

Organizational justice and organizational citizenship behavior are not completely separate and unrelated ideas.

An employee perception of OJ likely leads to OCB (Organ & Konovsky, 1989), as it reduces fears of exploitation and

uncertainty at the workplace (Lind & Van den Bos, 2002). Moreover, fair treatment signals  leaders’ adherence to moral

and  ethical  standards.   This  enhances  employees  trust  in  their  leaders  and  legitimacy of  their  actions.  As a result,

employees may reciprocate positively by exhibiting OCB. Based on the norm of reciprocity, employees are likely to have

a sense of obligation to reciprocate by exhibiting OCB when employees perceive that their supervisors are treating them

fairly. 

Warranted evidence is found in empirical studies that indicated a positive association between  OJ and OCB

(e.g., Abdullah & Mohd Nasurdin, 2008; Hassan & Mohd Noor, 2008; Lo et al., 2006; Moorman, 1991).) Ball et al.

(1994)  in  their  study on  the  effects  of  perceived  unjust  punishment  on  OCB contend that  subordinates  avoid  anti

citizenship  behavior  when  perceived  OJ  is  high.  Likewise,  Moorman  (1991)  finds  a  causal  relationship  between

perceived OJ and OCB, though this was limited only to interactional justice. Thus, OJ is able to elicit OCB in many cases

and  citizenship  behaviors  are  the  mainstay  in  many  organizations  with  high  organizational  justice.  However,  the

relationships between the justice dimensions and citizenship dimension are inconsistent in the literature.

Tansky (1993) posits that procedural justice and fair treatment from superiors seem to be the most important

component to the justice-citizenship bond. Fair treatment potentially encourages employees to engage in unrewarded,

extra-role behaviors (Hassan & Mohd Noor, 2008). In addition, meta-analytic data show positive correlations between

both  procedural  and  distributive  justice  and  OCB  (Moorman  &  Byrne,  2005).  For  example,  fairness  in  pay  was
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associated with altruism and generalized compliance factors of OCB (Organ & Konovsky, 1989). Perceptions of job

equity and pay equity are significantly correlated with extra-role, discretionary behavior (Dittrich & Carrell, 1979).

Likewise, Robinson and Morrison (1995) argue that employees are less likely to engage in civic behavior if they

perceive that their employer had failed to fulfill employment obligations. Fair procedures move people to support the

needs of the group and augment OCB (Moorman & Blakely, 1995). Konovsky and Folger (1991) and Farh et al. (1990)

reveal  a correlation between procedural  justice and altruism. Similarly,  studies show a positive relationship between

procedural  justice and four OCB dimensions (Moorman, 1991).  Nonetheless,  Tepper et  al.  (2001) conceive that  the

association between procedural justice and OCB is stronger for people who define OCB as extra-role than for those who

define OCB as in-role.

Likewise,  perceptions  of  interactional  justice  are  instrumental  in  predicting  OCB (Hassan  & Jubari,  2010;

Moorman, 1991). Interactional justice is positively associated with OCB (Greenberg, 1990). Greenberg (1990) observes

that employees resort to negative OCBs (commit theft) to fulfill contractual obligations if no explanations or apologies

were offered for the unfair treatment. In addition, Lazar et al. (2007) affirm that interactional justice is related to OCBs

directed at the supervisor. Individuals tend to do extra-role work to help when their supervisors treat them respectfully.

Giap et al. (2005) support this assertion and argue that the only significant correlation is between interpersonal justice

and altruism.

Building on this argument and inherent contradictions in the justice-citizenship bond, this study will extend prior

research by testing a model that investigates the relationship between perceptions of OJ and dimensions of OCB. To

verify if OJ does indeed have a greater influence on OCB, specifically the salient effect of each dimension, the following

hypotheses will be tested. 

Hypothesis 1: Organizational justice positively influences the dimensions of organizational citizenship behavior.

Organizational Justice And Leader-Member Exchange

LMX theory emphasizes on the quality of the relationships formed between leaders and members. Good quality

relationship is likely to enhance harmony at the workplace,  reciprocal dependence, mutual support, loyalty, contribution

and responsibility, and other organizational phenomena as leaders and members share mutual outcome instrumentalities.

As LMX relationships are inevitable at the workplace, it is vital to develop good quality relationship. LMX may develop

in  many ways  depending  on  the  amounts  of  currencies  of  exchange.  An exchange  might  be  based  on  task-related

behaviors, mutual loyalty, simply liking one another or a combination of these currencies (Dienesch & Liden, 1986).

Similarly, Dansereau et al. (1975) maintain that LMX relationships are characterized by mutual trust, respect, liking, and

reciprocal influence.  High exchange relationships are characterized by high levels of trust, liking, and respect (Graen &

Uhl-Bien, 1995).

The LMX theory affirms that leaders exhibit different styles of leadership depending on the kind of leader’s

relationship with the different subordinates within work groups (Dansereau et al., 1975).  Podsakoff et al. (1990) opine

that the in-group subordinates perceive greater  fairness  from their leaders  than members of  the out-group.  In-group

members enjoy greater job latitude, as well as leader’s support, confidence and consideration (Dansereau et al., 1975). In

contrast, leaders relationship with out-group subordinates is relatively normal with out-group subordinates only receiving

the standard benefits (Erdogan et al., 2006).  In essence, the quality of the LMX relationship usually differs from one

subordinate to another (Yukl et al., 2009). 

The  literature  in  the  OJ-LMX  linkage  has  consistently  argued  that  organizational  justice  promotes  social

exchange relationships between employees and their supervisors  (e.g.,  Organ,1988; Roch and Shanock, 2006 ).  The

social exchange theory posits that LMX relationship develops steadily over time and is reciprocally strengthen by the

behavior of the leader and the subordinates (Settoon et al., 1996). Therefore, it is hypothesized that employee perceptions

of OJ positively affects the quality of LMX relationship. If perception of OJ were high, subordinates would place more

trust in superiors, and hence, improve the LMX relationship (Naumann & Bennett, 2000). Trust in supervisors involves

day-to-day interaction between supervisors and employees.

Prior research indicates a significant relationship between each component of OJ and trust in the supervisor

(Camerman  et  al., 2007).  For  instance,  procedural  justice  increases  employee’s  trust  in  supervisor  (Aycan,  2001).

Brockner  et  al.  (1997)  find  that  trust  based  on  procedural  justice  interacts  with  outcome  favorably  to  influence

employees’ reactions. In social exchanges, trust is an important element for a continuous relationship. When an employee

perceives that a decision is fair, the employee will assume that future decisions will be fair. Thus, mutual reciprocation

over time will augment quality LMX relationship. Feelings of trust in the LMX relationship will result in long-term
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reciprocal obligations (Rhoades & Eisenberger, 2002). In addition to trust, the quality of LMX relationship is likely to be

affected by the extent to which the superior values the employee’s contributions.

By the same logic, other justice dimensions potentially affect the quality of LMX relationship. For instance,

interactional  justice  is  positively  associated  with supervisory  trust  (DeConinck,  2010;  Roch & Shanock,  2006).  To

enhance interactional justice, the supervisor has to explain the procedures involved, ascertain employee perceptions of

the procedures, communicate with the employee, make timely decisions, and tailor decisions to meet the specific needs

of the employee. Thus, it is important that interactional justice in a subordinate-supervisor relationship is high to enhance

the quality  of  LMX.  Perceived  interactional  injustice  would create  resentment  towards  the supervisor  or  institution

(Aryee  et  al.,  2007)  and  reduce  the  effectiveness  of  organizational  communication  (Baron  &  Neuman,  1996).

Accordingly, the following hypothesis will be tested:

Hypothesis 2: Organizational justice relates positively to leader-member exchange.

Leader-Member Exchange And Organizational Citizenship Behavior 

The main theoretical rationale for the association between LMX and OCB is based on social exchange theory

(Settoon et al., 1996). Employees feel obligated to reciprocate in exchange for desired outcomes provided by the leader.

In other words, employees are likely to engage in OCB to reciprocate leader’s extra support and trust. Nonetheless, the

engagement  of subordinates in OCB is affected by the quality of LMX they are engaged in. The degree of quality

exchange  between  the  leader  and  subordinates  may  vary  from  high  tom  low.  High quality  LMX  can  motivate

subordinates to engage in performing behaviors beyond their formal work requirements (Ilies et al., 2007; Law et al.,

2010)  to enhance the effective functioning of the organization.  Moorman (1991) maintains that  better  quality LMX

promotes  OCB.  Similarly,  Zhong  et  al.  (2011)  assert  that  in  order  to  sustain  a  mutually  beneficial  relationship,

subordinates engage in OCB to return the benefits the leaders offered. In line with this,  Lapierre and Hackett (2007)

affirm a meta-analytic mean of 0.32 between LMX and OCB. Therefore, high quality exchange relationships expounded

by high-level of trust, liking, respect, and expectations of mutual exchange (Yukl et al. 2009) has an overarching effect

on OCB. On the contrary, in low quality exchange relationships, subordinates are only expected to perform the formal

requirements of their jobs. 

As the quality of LMX relationship is crucial to employee attitudes and behavior (Napier & Ferris, 1993), a

leader should strive to intensify high quality exchange relationships with as many subordinates as possible (Graen & Uhl-

Bien, 1995). “A high-quality exchange may create a sense of obligation on the part of the subordinate to reciprocate in

terms of behaviors valued by the supervisor” (Wayne et al., 2002, p. 593). Many other studies have also emphasized the

importance of the LMX relationship on OCB (Moorman, 1991; Podsakoff et al., 1990).  Even though OCB has been

defined  as a  multi-dimensional  construct,  there  are  few previous  studies  on  the  association  between LMX and the

different dimensions of OCB (Organ & Ryan, 1995). Composite scores do little to illuminate the role of LMX on the

specific dimensions of OCB. Therefore,  the present study aims to re-examine the association between LMX and the

dimensions of OCB.

Hypothesis 3: Leader-member exchange positively influences the dimensions of organizational citizenship behavior. 

Leader-Member Exchange As A Mediator

In the existing literature, various studies provide empirical support for LMX as an antecedent. For instance, the

quality of LMX relationship is an important antecedent of perceived procedural justice climate, which in turn affects

attitudinal outcomes (Napier & Ferris, 1993). Although little is known about the relationship between LMX and justice

(Pillai et  al.,  1999),  studies have shown that LMX is positively related to procedural  and interactional justice (e.g.,

Alexander & Ruderman, 1987). Likewise, Mahfooz et al. (2007) assert that affect and professional respect dimensions of

LMX is significant to attitude-related outcomes in the Malaysian context. Moreover, the findings in this study reveal the

mediating role of procedural justice climate in the LMX-attitudinal outcomes relationship. However, little is known on

LMX as a mediator in the OJ-OCB relationship.

Organ (1988) posits that perception of justice promotes social exchange relationships between employees and

their supervisors and leads to OCB.  Hassan and Jubari (2010) contend that LMX fully mediates the relationship between

interactional justice and organisational citizenship behaviour.  Studies by Giap et al. (2005) and Erturk (2007) attest that

trust in supervisors mediates the relationship between OJ and OCB.  Thus, it is argued that there might be a correlation

between perceptions of justice, the quality of LMX relationship and OCB. The rationale for LMX as a mediator in the

OJ-OCB relationship is  that  the quality of  relationship between leader  and subordinates  to a considerable  extent  is

affected  by  perceived  fairness  of  decisions  made.   Perceived  equity  would  likely  improve  the  quality  of  LMX
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relationship and enhance employees’ trust in superiors. Employees’ trust in their superiors would probably be higher if

their  superiors  were  more  procedurally  fair  (Brockner  &  Siegel,  1996).  Building  on  the  above  arguments,  it  is

hypothesized that:

Hypothesis 4:  Leader-member exchange mediates the relationship between organizational  justice and organizational

citizenship behavior.

METHODOLOGY

Sample 

To  test  the  hypotheses,  the  focus  of  the  study  was  on  the  full-time  management  staff  of  manufacturing

companies. The study used the Federation of Malaysian Manufacturers Directory as the sampling frame. The directory

provides a list of 2,571 manufacturing companies. To balance survey cost and scope, a sample of 100 manufacturing

companies was selected using stratified random sampling. Questionnaires were distributed to ten management staff from

each of the 100 companies. Prior to sending the questionnaire, a pilot study was conducted to check for relevancy and

comprehensibility of the items, as well as to determine the time necessary to complete the questionnaire.   The final

sample for this study was 267 from 43 manufacturing companies. Of the 267 respondents, 56.6 percent are male and 43.4

percent are females. The majority of the respondents are aged between 25 and 40 years (67.8%) and about two thirds

(66.3%) are married. More than half of the respondents have at least a Bachelor degree (68.5%) and slightly more than a

third are managerial staff (36.3%). Half of the respondents are either engineers or executives (50.9%). About half of the

respondents (48.3%) have been with their current organization for between three to ten years.

Procedure

A packet containing the questionnaire in English, along with a cover letter and a prepaid reply envelope, was

sent to the HR director of the selected companies. The cover letter explained the purpose of the study, and emphasized

the importance of responding to the questionnaire. Assurances of anonymity and confidentiality were also stated. Two

weeks later, follow-up letters were mailed to those who have not responded, stressing the value of the survey and the

importance of their participation. Another reminder was sent a week after the first follow-up. This yielded a final sample

of 267 valid cases representing a response rate of 26.7 percent. Non response bias was tested by comparing early and late

respondents and responding and non-responding firms. These tests reveal no bias for early and late respondents. The

insignificant results also show no bias for responding and non-responding firms.

Measures

Items for all the constructs were measured using scales ranging from (1) strongly disagree to (5) strongly agree.

The dependent variable,  OCB was measured using 24 items  developed by Podsakoff et al. (1990) in which internal

consistency reliabilities for the OCB scales ranged from 0.70 for civic virtue and 0.85 for altruism. The Cronbach alphas

for the current study were 0.872 for courtesy, 0.871 for sportsmanship, 0.845 for altruism, 0.789 for civic virtue, and

0.767 for conscientiousness. An example of an item was “I do not abuse the rights of others.” The independent variable,

OJ was measured using 20 items derived from Colquitt (2001). An example of a statement is “The (outcome) I received

is justified given my performance.” The Cronbach’s alpha for each component was 0.888 for procedural justice, 0.866

for informational justice, 0.914 for distributive justice, and 0.868 for interpersonal justice. The mediating variable, LMX

was assessed using Graen and Uhl-Bien’s (1995) LMX scales. Prior studies confirmed the reliability of the measure with

Cronbach’s alphas ranging from .87 (Yukl et al., 2009) to .91 (Hooper & Martin, 2008). The Cronbach’s alpha for this

study was 0.852. Sample items include “My supervisor recognizes my potential very well.” and “I usually know how

satisfied my supervisor is with what I do.” Eight questions tapped the demographic data of the respondents as well as

some characteristics of the organizations. 

Analysis

Data analysis was conducted in three phases after the accuracy of data entry was verified by checking a random

sampling of survey items. First,  after  the removal  of outliers,  exploratory factor  analysis  rotated with Varimax was

conducted to examine the factor structure of the scales. With eigenvalues set at 1.00, items with communalities more than

0.50 were retained. 

 For justice measures, the items formed four factors representing procedural justice (7 items), informational

justice  (5  items),  distributive  justice  (4  items),  and  interpersonal  justice  (4  items).  For  LMX,  only one factor  was
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extracted explaining 62.9 percent of the variance. Two items were dropped due to low loading (LMX1 and LMX5). For

OCB, all five factors, namely courtesy (5 items), sportsmanship (5 items), altruism (5 items), civic virtue (4 items), and

conscientiousness (4 items), were included to represent the construct. One item (Con1) was dropped due to low factor

loading.  

Second,  correlation analysis  was conducted to describe the strength and direction of  the linear  relationship

between the variables. Results of the correlation analysis provide support for discriminant validity considering the low

correlation among variables that are supposed to be unrelated. Examining further, none of the correlation coefficient is

above 0.90, indicating that all the variables are distinct (Amick & Walberg, 1975). Preliminary analyses were conducted

to ensure no violation of the assumptions of normality, linearity, multicollinearity, and homoscedasticity. The VIF scores

for all the variables are well below 10 and, therefore, there is no concern for multicollinearity (Pallant, 2007). 

Third, confirmatory factor analysis (CFA) was conducted to test for convergent and discriminant validity of the

constructs before analyzing the structural models. The final model was assessed using structural equation modeling with

the AMOS 18 program to analyze its validity. To provide evidence of model fit, five fit indices have been identified for

the study – Chi-Square (χ2), Goodness-of-Fit Index (GFI), Tucker-Lewis Index (TLI), comparative fit index (CFI), and

Root Mean Square Error of Approximation (RMSEA).

RESULTS

Measurement Model Analysis

To assess the validity of the measure, the four justice factors were subjected to CFA. The results of the first-

order CFA indicated an acceptable fitting model with χ2 = 382.388; p<.001; GFI = .877; TLI = .922; CFI = .932; and

RMSEA = .071. All items that represented OJ were significantly loaded into their intended factors with standardized

loadings  of  more  than  0.50.  The  OJ  construct  was  then  subjected  to  second-order  CFA.  The  results  revealed  an

acceptable fitting model with  χ2 = 391.822; p<.001; GFI = .874; TLI = .920; CFI = .930; and RMSEA = .072.  The

standardized factor loadings for all the items were more than 0.50 and were significantly loaded into their intended

factors, indicating convergent validity. 

Results of the first-order CFA for OCB signified an acceptable fitting model with χ2 = 499.025; p<.001; GFI = .

862; TLI = .889; CFI = .903; and RMSEA = .069. Standardized factor loadings for all items ranged from 0.599 to 0.836,

and,  therefore,  no items were  dropped.  Second-order  confirmatory factor  analysis  carried  out implied an acceptable

fitting  model  with  χ2 =  520.290;  p<.05;  GFI  =  .855;  TLI  =  .885;  CFI  =  .898;  and  RMSEA  =  .070.  Except  for

sportsmanship, standardized factor loadings for all the other items were above 0.50, thus, confirming convergent validity.

The results of the goodness of fit indices indicated a well-fitting measurement model with χ2 = 183.069; p<.05;

GFI = 0.904; TLI = 0.901; CFI = 0.919; and RMSEA = 0.074. The standardized regression weights showed that except

for sportsmanship, all the items were significantly loaded into the intended factor with standard loadings ranging from

0.599  to  0.789.  There  was  no  empirical  or  theoretical  justification  to  modify  or  re-specify  any  of  the  existing

relationships in the hypothesized model. The CFA results confirmed that the theoretical measurement model was valid.

To measure discriminant validity, a Chi square difference test was performed on the nested models. Four models

that were specified provided evidence for discriminant validity. First, the three-construct model was specified where all

constructs – OJ, LMX and OCB – were treated as independent variables. Then, a two-construct model in which LMX

and OCB were loaded into one construct was specified. Finally, only one latent construct model was specified in which

the 14 measured items were indicators.  Each model was tested and its fit  compared to the fit of the original  three-

construct model. As shown in Table 1, the model fits were significantly different, suggesting that the 14 items represent

three separate constructs. Significant Chi square differences (∆χ 2 > 3.84 for df = 1) were observed in all cases, thus,

providing evidence of discriminant validity. In essence, the model has fulfilled the criterion of distinctiveness. Having

confirmed the adequacy of the measurement model, subsequent testing in the structural form was possible.

TABLE 1

CFA COMPARISON OF THE MEASUREMENT MODELS

Model χ2 df GFI TLI CFI RMSEA

3-Factor Model 183.069 74 0.904 0.901 0.919 0.074

2-Factor Model 375.260 76 0.805 0.734 0.778 0.122

1-Factor Model 454.763 77 0.776 0.669 0.720 0.136
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Summary of Findings on Hypothesized Relationships

Hypothesis 1: OJ-OCB Relationship

As summarized in Table 2, the hypothesis relating employee perceptions of OJ to the dimensions of OCB was

partially supported. Distributive justice positively influenced civic virtue whilst informational justice had a significant

positive effect on courtesy. Procedural justice positively influenced civic virtue, but had a negative effect on courtesy and

sportsmanship. Employee perceptions of interpersonal justice, however, positively influenced all dimensions of OCB.

Comparatively, interpersonal justice had a more significant effect on conscientiousness than on courtesy, altruism, civic

virtue, or sportsmanship. The influence of interpersonal justice on civic virtue was stronger than the effect of procedural

justice  or  distributive  justice.  Similarly,  interpersonal  justice  was  more  significant  on  courtesy  as  compared  to

informational  justice  or  procedural  justice.  Comparatively,  interpersonal  justice  had  a  stronger  influence  on

sportsmanship than procedural justice. 

TABLE 2

ORGANIZATIONAL JUSTICE – ORGANIZATIONAL CITIZENSHIP BEHAVIOR

Factors/Items Std.

Loading
S.E. C.R. P

Conscientiousness  ←  Interpersonal justice .480 .097 5.608 ***

Courtesy  ←  Interpersonal justice .389 .077 5.206 ***

Altruism  ←  Interpersonal justice .334 .082 4.324 ***

Civic virtue ←  Interpersonal justice .327 .087 4.183 ***

Sportsmanship  ←  Interpersonal justice .191 .102 2.750 .006

Courtesy  ←  Informational justice .177 .071 2.656 .008

Civic virtue ←  Procedural justice .170 .060 2.382 .017

Civic virtue ←  Distributive justice .153 .051 2.207 .027

Sportsmanship  ←  Procedural justice -.136 .076 -2.007 .045

Courtesy  ←  Procedural justice -.128 .051 -1.988 .047

Hypothesis 2: OJ–LMX Relationship

TABLE 3

ORGANIZATIONAL JUSTICE – LEADER-MEMBER EXCHANGE

Factors/Items Std.

Loading
S.E. C.R. P

LMX  ←  Distributive justice .302 .049 4.475 ***

LMX  ←  Informational justice .294 .081 4.082 ***

LMX  ←  Interpersonal justice .225 .075 3.298 ***

LMX  ←  Procedural justice .205 .056 3.061 .002

As evidenced in Table 3, employee perceptions of OJ positively influenced LMX. All dimensions of OJ were

significantly  related  to  LMX.  Among the  justice  factors,  distributive justice  had  a  greater  influence  on LMX than

informational justice, interpersonal justice, or procedural justice. Therefore, the hypothesis that employee perceptions of

OJ positively influence LMX was supported. 

Hypothesis 3: LMX-OCB Relationship

As evidenced in Table 4, LMX positively influenced all dimensions of OCB except sportsmanship. Thus, the

hypothesis  that  LMX positively influence  OCB was  partially  substantiated.  The effect  of  LMX on OCB was  most

significant on civic virtue, followed by altruism, conscientiousness, and courtesy. 
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TABLE 4

LEADER-MEMBER EXCHANGE – ORGANIZATIONAL CITIZENSHIP BEHAVIOR

Factors/Items Std.

Loading
S.E. C.R. P

Civic virtue  ←  LMX  .477 .071 5.984 ***

Altruism  ←  LMX  .452 .065 5.744 ***

Conscientiousness  ←  LMX  .371 .067 4.685 ***

Courtesy  ←  LMX  .359 .057 4.951 ***

Hypothesis 4: LMX as a Mediator in the OJ-OCB Relationship

The possibility that the relationship between OJ and OCB was mediated by LMX was analyzed using a two-step

process.  At  Step  1,  the  significant  relationships  between  the  constructs  were  established.  From the  analysis  of  the

correlations that  were obtained after  standardization, the inter-construct  correlations were significant  for all the four

constructs.  Step 2 was to estimate the mediated model and assess the level of mediation. First,  was to estimate the

original model, which did not estimate the direct effect from OJ to OCB. Then, a revised model, with the added direct

path between OJ and OCB was estimated. This was to assess if adding the direct effect would substantially change the

model fit. The results in Table 5 showed that the revised model with the direct relationship had a slight decrease in Chi

square (∆χ2 = 4.222, df = 1, p = 0.000) and a significant path estimate for the OJ-OCB relationship. These indicated that

there was no mediation, that is, the existence of a non-mediated model. In the revised model, the path estimate between

OJ and the mediator (LMX) was still significant. However, the relationship between LMX and OCB was not significant.

As OJ → LMX and OJ → OCB contained paths that were all significant, the model supported non-mediation. In essence,

LMX did not act as a mediator.

TABLE 5  

TESTING FOR MEDIATION IN THE JUSTICE- CITIZENSHIP MODEL

Model Element Original Model Revised Model

Model Fit

Chi square (χ2) 187.291 183.069

Degrees of freedom

Probability

75

0.000

74

0.000

CMINDF 2.497 2.474

RMSEA 0.075 0.074

CFI 0.917 0.919

Standardized parameter estimates

OJ    LMX      0.749***      0.742***

LMX   OCB    0.415***   0.196

OJ   OCB 0.000 0.269*

DISCUSSION AND MANAGERIAL IMPLICATIONS

Organizational Justice-Organizational Citizenship Behavior Relationship

The findings  of  the  study affirm  that  there  is  indeed  a  positive  relationship  between  OJ  and  OCB,  albeit

partially. This supports literatures that research the relationship between OJ and OCB. The findings establish the strong

influence of interactional justice, in particular, interpersonal justice on OCB. To a certain extent, the findings support the

assertion that interactional justice is the sole dimension of fairness to significantly relate to OCB (Greenberg, 1990; Lazar

et  al.,  2007; Moorman, 1991). It  is,  therefore,  crucial  that  organizations ensure politeness and treat  employees  with

respect and dignity (Colquitt, 2001) as employees are more willing to accept unfavorable outcomes (Deutsch, 2000). 

Besides,  only interpersonal  justice  relates  significantly to  sportsmanship.  In  short,  employee  perceptions of

justice do not necessary encourage avoidance of negative behaviors and complaints. Employees avoid negative behaviors

only if  superiors treat  them with respect  and dignity.  Equity in the distribution of outcomes, objectivity in decision

procedures, as well as adequate and honest explanations do not deter pessimistic behaviors. To avoid negative behaviors

from escalating, it is desirable that organizations provide adequate training to enhance interpersonal skills of superiors.
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Enhanced interpersonal skill improves social relations among employees and mitigates misunderstanding and conflict at

the workplace. Additionally,  organizations benefit from activities that promote workplace harmony, as such activities

that foster teamwork and increase employee morale. Well-established grievance procedures are also likely to improve

sportsmanship at the workplace.

Furthermore,  the  results  establish  that  interactional  justice  has  a  significant  effect  on  courtesy,  but  only

interpersonal justice significantly affects the other dimensions of OCB. The association between interpersonal justice and

altruism supports the findings of Giap et al. (2005) which affirm that employees do extra-role work to help when their

supervisors  treat  them respectfully;  akin to Organ’s  (1997) contention that  employees  contain extra-role behavior  if

employees perceive injustice.  Similarly,  Sweeney and McFarlin  (1993) assert  that  employee perceptions of injustice

restrict  employee  willingness  to  help  other  employees.  Informational  justice  enhances  employees’  obligation  of

cooperation with others and has no significant effect on other dimensions of OCB.

However,  the  current  findings  dispute  prior  studies  that  contend  that  procedural  justice  is  an  important

determinant of OCB (e.g.  Farh et al., 1990; Moorman, 1991; Tansky, 1993). The current findings are also incongruent

with  the  findings  of  Nadiri  and  Tanova  (2010)  where  distributive  justice  is  a  stronger  predictor  of  OCB and  that

distributive justice is associated with altruism and conscientiousness (Organ & Konovsky, 1989). It further differs from

meta-analytic data that show positive correlations between both procedural and distributive justice and OCB (Giap et al.,

2005;  Moorman  & Byrne,  2005). The current  study suggests  that  perceived  fairness  of  interpersonal  treatment  by

managers as well as adequate and sincere communication of procedures and outcomes rather than fairness of a firm’s

procedures would have a stronger impact on OCB. Based on the current study, to enhance OCB, managers may have to

make a concerted effort to treat employees with greater respect and dignity. 

In the current study, employee perceptions of procedural justice relate negatively to courtesy and sportsmanship.

Hence, the results challenge prior research that contends the linear relationship between procedural justice and altruism

(Farh  et  al.,  1990);  and  altruism,  courtesy,  sportsmanship,  and  conscientiousness  (Moorman,  1991).  The  inverse

correlation  indicates  that  employees  have  a  tendency  of  containing  cooperative  behaviors  and  complain  more  if

procedures in decision outcomes were perceived as fair. In essence, perceptions of procedural justice reduce employees’

efforts in avoiding negative behaviors and not complaining in case of problems. Concisely, employees are less tolerant

and  tend to  behave negatively when equity in  decision  outcome procedures  exists.  Additionally,  procedural  justice

hinders helpful behaviors, as well as discourages team working and collaboration among employees. Such attitudes may

be detrimental to organizations, as collaboration and consultation are sometimes instrumental in mitigating the severity of

a foreseen problem.

The current study ascertains that distributive, procedural, and interpersonal justice, positively influence civic

virtue. This confirms the findings of Robinson and Morrison (1995) that employee perceptions of fairness enhance civic

behavior.  This indicates that OJ is a key determinant of whether employees take an interest  in company affairs  and

developments, and make efforts that promote self as well as organization interest. Succinctly, OJ is a strong determinant

of whether  employees respond appropriately and responsibly to the political life of the organization. Fair procedures

encourage employees to stay up-to-date with important issues of the organization and support the needs of the group

(Moorman & Blakely, 1995). Awareness of happenings at the workplace not only helps employees respond quickly, but

also promotes citizenship behaviors in the long run. 

In summary, the findings of this study support prior research in asserting the significance of OJ in enhancing

OCB (Dittrich & Carrell, 1979; Farh et al., 1990; Konovsky & Folger, 1991; Moorman, 1991). Specifically, particular

attention should be paid to interpersonal justice, as it is significant on all dimensions of OCB. It is, therefore, imperative

to provide industry captains or organizational leaders  with interpersonal  skills  to communicate perceived fairness in

decision-making.  This  involves  giving  employees  due  respect  and  increasing  transparency  in  the  decision  making

processes. This concurs with DeConinck (2010) assertion that for interactional justice to improve, supervisors need to

explain not only the procedures, but also, response to queries regarding the process. In essence, it may be necessary for

HR practitioners and developmental specialists to prioritize leadership training for all employees involved in decision-

making.  Though autonomy in decision-making may be encouraged,  perceived  injustice  will  strain relationships  and

hamper citizenship behaviors. 

Therefore, it is crucial that organizations promote a culture of fairness and influence employees’ perception of a

quality relationship between OJ and OCB (Tansky, 1993). Employees reciprocate with discretionary behaviors when they

are treated fairly and vice versa (Organ, 1997). Justice initiates neutrality and standing, which accordingly heightens

reciprocation and communication (Brockner & Siegel, 1996). As behavior intent is the most important determinant of a

person’s behavior (Ajzen & Fishbein, 1980), employee perceptions of OJ will likely motivate employees to reciprocate

positively.  A  mutually beneficial  social  relationship  is  established  once  the  employer  initiates  fair  treatment  of  its
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employees,  as  employees  feel  obligated  to reciprocate  (Blau,  1964).  Employees  reciprocate  by exhibiting extra-role

behaviors (Robinson & Morrison, 1995) such as OCBs (Organ, 1988).

Organizational Justice-Leader-Member Exchange Relationship

Numerous studies  show that  procedural  or  interactional  justice  is  more  related  to  LMX (e.g.  Alexander  &

Ruderman, 1987; Brockner & Siegel, 1996; Brockner et al., 1997; Napier & Ferris, 1993). However, the current study

affirms  that  informational  justice  is  the  most  important,  follow  by  distributive  justice,  interpersonal  justice  and

procedural justice. That informational justice is highly significant on LMX supports the notion that organizations may

not be communicating enough to convince employees that equity is in place. It further indicates the lack of objectivity

and transparency in decision outcomes. The current findings suggest that the use of honest and adequate explanations for

decisions is imperative for a higher degree of emotional support and exchange of valued resources between the leader

and the subordinates.  To enhance LMX, the supervisor has to explain explicitly the procedures involved in decision

outcomes, and to communicate with the employees to assure consistency and transparency of procedures and outcomes.

The reason for this is explanations often provide the information needed to justify the procedures and decisions taken. 

Comparatively,  distributive justice is more important than interpersonal justice as a predictor of LMX. This

shows that employees are more concerned about fairness in distribution of outcomes and care less of whether superiors

treat them with respect and dignity. This disputes Aryee et al.’s (2007) contention that perceived interactional injustice

would create resentment towards the supervisor. Procedural justice has the least effect on the quality of LMX. Whether

equity exist in decision-making procedures is relatively insignificant in determining the quality of LMX. The quality of

LMX is greatly influenced by how much employees perceived that explanations for decisions are given adequately and

honestly.  However,  this  challenges  prior  studies  that  maintain  that  LMX  is  positively  related  to  procedural  and

interactional justice (Alexander & Ruderman, 1987). 

Earlier studies focus mainly on trust in supervisors (Naumann & Bennett, 2000) and maintain that procedural

justice (Brockner & Siegel, 1996) and interactional justice (DeConnick, 2010; Roch & Shanock, 2006) are important

predictors of LMX. The current study demonstrates that though employee perceptions of OJ influence LMX, the effect is

less  likely attributed specifically  to  one dimension of  OJ.  It  concurs  with past  research  that  indicates  a  significant

relationship between each component of OJ and trust in the supervisor (Camerman et al., 2007). However,  it further

differs from prior studies in terms of the significance of each component of OJ on the quality of LMX.

To enhance  the  quality  of  LMX,  appropriate  policies  that  address  inequity at  the  workplace  are  essential.

Specifically,  measures  taken to develop communication skills  of managers  in conveying decision outcomes may be

instrumental  in  enhancing  social  exchange  relations  (Organ,  1988)  and  harmony at  the  workplace.  Inadequate  and

dishonest explanations for decision outcomes or the availability of such information to certain groups of employees are

likely to result in political factions among employees. Indubitably,  dissatisfaction sets in, as the quality of the LMX

relationship is perceived to vary from one subordinate to another (Yukl, et al., 2009). In-group subordinates usually have

more autonomy, support, and leader’s consideration (Dansereau et al., 1975; Podsakoff et al., 1990). Such developments

may jeopardize relationships at the workplace,  especially in high power distance organizations where employees are

expected to accept decision outcomes unquestionably.  As perceived justice lowers job stress and enhance workplace

safety (Erdogan & Liden, 2002), assuring OJ is vital for organizational excellence.

To improve LMX at the workplace, authorities may consider promoting a culture of intelligibility. Fairness in

explanations  may  enhance  LMX,  which  in  turn  may  create  a  sense  of  belonging  to  the  organization.  Fostering

commitment and loyalty among employees can be a competitive advantage in today’s business world (Nadiri & Tanova,

2010). Hoarding of information may hinder mutual trust and reciprocal influence, which further aggravates the LMX

relationship. It may be necessary to increase employee involvement in decision-making process to improve LMX as it

enhances employees’ perception of procedural justice (Van Yperen et al., 1999). As group interaction is essential for high

quality  LMX  relationship,  occasional  informal  gatherings  such  as  Family  Day,  teambuilding  workshops  at  resort

locations,  parties  and  sporting  events  are  also  likely  to  improve  group  morale and  organizational  effectiveness.

Communication between the superiors and the subordinates tends to be less cautious and the informality would probably

lead to better understanding among staffs.  Employees are likely to reciprocate with positive behaviors that reinforce

LMX if they perceive that leaders are supportive of their endeavors. Additionally, organizations may groom leaders to be

more decisive and consistent in decisions, and hence, better decision makers. Leadership training that emphasizes on the

importance of fairness, interpersonal skills, mentoring, and joint development of goals may increase their knowledge,

skills, and self-confidence on the job. Leaders should be trained to make decisions based on merit or performance and not

personal judgment. Emphasis should also be placed on the necessity to be explicit in whatever decisions made in order to

mitigate perceptions of injustice.
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Leader-Member Exchange-Organizational Citizenship Behavior Relationship 

In order of importance, LMX relates positively to altruism, civic virtue, and conscientiousness.  To a certain

extent, it concurs with the findings of Wayne and Green (1993) and Truckenbrodt (2000) that LMX specifically relates to

altruism. However, it confirms the findings of other studies that indicate significant correlations between LMX and OCB

(e.g.,  Moorman, 1991; Organ, 1988; Podsakoff et al.,  1990; Tansky,  1993; Van Yperen et al.,  1999).  As employees

characterize  that  their  working relationship with supervisors  is  extremely effective  (LMX7),  the quality of  LMX is

probably high. Consequently, trust, liking, and respect as well as expectations of mutual exchange (Yukl et al., 2009) is

likely  to  be  high.  Besides,  a  favorable  working  relationship  with  supervisors,  employees  opine  that  supervisors

understand their job problems and needs very well (LMX2). Employees believe that supervisors recognize their potential

(LMX3) and would use their authority to help employees solve work-related problems (LMX4). This is not possible

without emotional support and exchange of valued resources between the leader and members (Kang & Stewart, 2007).

In exchange for desired outcomes provided by the supervisor, among others, subordinates reciprocate by defending and

justifying supervisors’ decisions in their absence (LMX6). 

This can be seen in employees’ willingness to voluntarily help coworkers in work-related matters; increased

interest  in company matters  and personal  development;  and sincere devotion and adherence  to company endeavors.

However, the results reveal that the quality of LMX does not influence courtesy and sportsmanship. High quality LMX

relationships  do  not  enhance  employees’  obligation  to  cooperate  with  others.  Employees  are  least  concerned  about

actions  that  could  affect  their  responsibilities.  If  left  unchecked,  such  behaviors  could  possibly  lead  to  disastrous

consequences  for  the  organization.  Organizations  should  therefore,  be  aware  and  cautious  that  high  quality  LMX

relationships do not necessarily augment courteous behaviors from employees. Similarly, high quality LMX relationships

do not guarantee constructive behaviors that would contribute to organizational effectiveness. The quality of LMX does

not deter employees from exhibiting disapproving behaviors. 

The significant correlation between LMX and altruism, civic virtue, and conscientiousness demonstrates that

high quality LMX relationships are fundamental for positive employee attitudes. Thus, much empirical research link the

quality of LMX with positive employee attitudes (e.g. Bhal & Ansari, 2007; Graen, 2006; Harris et al., 2007; Krishnan,

2004; Lapierre et al., 2006; Lee, 2005; Pellegrini & Scandura, 2006). As employee behavioral intentions are determined

by  their  attitudes,  positive  attitudes  augment  affirmative  behaviors.  Rational,  volitional,  and  systematic  behavior

(Fishbein & Ajzen, 1975) in which the individual has control is essential for productive behaviors. Despite being highly

motivated by own attitudes and subjective norms, the lack of volitional control will constrain employees from giving

their  best.  As  altruism,  civic  virtue,  and  conscientiousness  are  employee  behaviors  that  contribute  significantly  to

organizational performance, it may be beneficial for organizations to invest in improving employee attitudes.

Increased LMX would probably enhance teamworking, create a more disciplined and committed workforce, and

improve behaviors and attitude at  the workplace.  Employees would likely exhibit  extra role behaviors – helping or

cooperating with coworkers on organizational related matters. Employees may be more accommodating to fresh recruits,

relieve a sick coworker, or volunteer to help others (Truckenbrodt, 2000). Besides, employees are expected to go beyond

what is minimally required relating to attendance and punctuality at work, coffee and lunch breaks, working hours, notice

on absenteeism, and general rule compliance. Positive work attitudes may result in a favorable organizational culture of

growth and innovation. Human relations are likely to improve in an environment where high quality LMX relationships

can thrive. Improving the quality of LMX will enhance subordinates’ sense of commitment and citizenship behavior and

aids in organizational growth and success (Truckenbrodt, 2000). A strong dyadic relationship will be beneficial to all –

the leaders, the subordinates, and the organization. 

In essence, LMX motivates employees to perform beyond  the formal requirements of their jobs and provide

mutual support to achieve organizational goals. Employees are likely to go for self-improvement to enhance soft skills

and  competencies  at  the  workplace.  Additionally,  it  has  a  big  impact  on  employees’  interest  in  the  affairs  and

developments of the organization. Good LMX relationship augments a sense of commitment and identification with the

organization.  Employees  proactively  improve  self-awareness  of  happenings  in  the  organization  and  responsibly

participate in company matters. Thus, practitioners may have to improve LMX if OCB were to increase. This may entail

an open communication system, allocative procedures that are consistent across persons and over time (Leventhal 1976),

greater employee involvement, and increase transparency in procedures. Open communication is necessary to establish a

sense of trust in the LMX relationship. Feedback sessions could be established to encourage constructive feedback from

subordinates and superiors. A corporate culture that encourages open two-way communication is highly recommended.
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Leader-Member Exchange As A Mediator In The Organizational Justice-Organizational Citizenship Behavior

Relationship

It is hypothesized that LMX mediates the relationship between OJ and OCB. LMX, however, does not act as a

mediator in the OJ-OCB relationship. As empirical findings reveal the importance of trust in the LMX-OCB relationship

(e.g. Erturk, 2007; Giap et al., 2005; Mahfooz et al., 2007; Rhoades & Eisenberger, 2002), perhaps organizations should

focus on improving trust to enhance OCBs. Trust enhances employees’  confidence in supervisors and may instigate

OCBs.  This  translates  into positive work attitudes and volitional  behaviors  that  may be valuable for  organizational

sustainability.  In  tandem with supervisor  support,  employee  trust  in  supervisor  probably works well  in  augmenting

mutual reciprocation over time (Rhoades & Eisenberger, 2002). Mahfooz et al. (2007) assert that mutual leader-member

interpersonal  trust  and  support  are  vital  for  maximum  business  results.  Additionally,  mutual  reciprocation  further

promotes quality LMX and induces a continuous win-win relationship.

The results of the study suggest that organizations need to focus on overall justice to enhance LMX, and hence,

OCB.  As  OJ has  a significant  influence  on the quality of  LMX,  it  is  crucial  for  organizations to  manage  fairness

effectively to enhance OCB. The current study shows that OJ has a stronger influence on LMX than the effect of LMX

on OCB.  To justify  the  need  to  improve  overall  justice,  the  study concurs  with  the  assertion  that  positive  justice

perceptions  possibly  reinforce  affirmative  citizenship  perceptions,  and,  therefore,  the  more  robust  organizational

citizenship perceptions are, the more positive the OJ perception will be (Yilmaz & Tasdan, 2009). 

CONCLUSION

This study presented an integrated analysis of the OJ-OCB relationship by including LMX as a mediator to

provide a wholesome perspective of the associations between OJ and OCB. Although the intention of the study is to

enrich understanding of the mediating role of LMX in the OJ-OCB relationship, it provides guidelines for managing

OCB. The proper alignment between OJ and LMX would determine employees’ intention to exhibit OCB. Accordingly,

it is important to remember that OJ is a significant predictor of OCB. A positive perception of OJ would enhance OCB,

which helps an organization to sustain dynamism. On the contrary, perceived inequity can reduce OCB, which may affect

the  bottom line.  It  suggests  that  the  survival  of  any  organization  depends  upon the  development  of  organizational

mechanisms to achieve OCBs (Murphy et al., 2002) to ensure sustainability in today’s turbulent environment.

Overall, the results of the study show support for many of the hypotheses in the model with jus tice perceptions

differentially influencing LMX, and the dimensions of OCB. OJ perception of employees is very crucial in influencing

OCB in that it significantly affects LMX and the dimensions of OCB. Therefore, organizations would have to improve

OJ in tandem LMX to enhance OCB. Among justice factors, interactional justice is important in influencing OCB, in

particular interpersonal justice. In brief, the findings indicate that personal factors are imperative for advancing OCBs. 

In conclusion, management needs to focus on the quality of LMX, as today’s employees reciprocate according

to how they are treated. Positive perceptions of fairness are likely to improve the quality of LMX and elicit affirmative

employee behaviors. In time, the quality of LMX may promote OJ climate that will strengthen employees’ intention to

demonstrate OCBs.  Concisely, positive perceptions of fairness must be sustained at reasonably high levels in order to

facilitate positive justice climate that would lead to increased quality of LMX, and finally, increased OCB.
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ABSTRACT 

 
This study examined gernernal management and cost and benefits analysis of Rattan and Bamboo Wickerwork 

Products Group of Suphanburi Province of Thailand. Qualitative study was employed to collect and analyse data using 
in-depth interview conduct management Bamboo Wicker. Interview questions were related to general management, costs 
and benefit, and return on investment analysis - Net Present Value: NPV, Internal Rate of Return: IRR, Benefit and Cost 
Ratio: B/C Ratio at Discount Rate of 7% of 10 years of project life. The results reveal that general management of the 
Rattan and Bamboo Wicker group was devided into purchasing of raw materials for members, cost and investment of 
100,000 Baht, operation expenses of 415,000 Baht, Sale and Administration expenses of 84,000 Baht, Sale Revenue of 
532,800 Baht. Net Present Value (NPV) was 137,391 Baht, Internal Rate of Return (IRR) was 30.89%, Benefit and Cost 
Ratio (B/C Ratio) was 1.04. Financial return is in capital investment decision criteria. 

 
KEYWORDS  
Cost, Financial Return, Net Present Value, Internal Rate of Return, Benefit and Cost Ratio  

 
 

INTRODUCTION 
 

Since Thai government has set the montization policy to the Thai citizens in order to maintain tranditional 
knowledge locals for improving and highlighting uniqueness of local products. This is consistent with local culture of 
each province which enables locals to sell local products in national and international markets (Salakruthai Somrit, 
2012). The government support locals to produce handmade products from local materials thus building economic 
growth and enhancing better well-being of community. Wicker is ancient handicraft that has been creating for daily use 
within household since antiquity of Thai cultures. Thai locals living Tungfak, no. 2 Wangluek sub-district, Samchuk 
district, Supanburi province is a small community gathering in a group to make Wicker from Rattan and Bamboo. The 
Bamboo Wicker aims to make appliance and asseccaries to use within households underlying One Tumbon Once 
Products (OTOP). The group is supported by the Thai government contiounsly in terms of budgeting and training about 
wickering and designing patterns. However, the group needs to have basic knowledge and understianding locally for 
management and operation including cost analysis, expenses, and return on investment, revenue from selling OTOP such 
wickers made from rattan and bamboo. With this relation, the group members are not able to effectively analyse cost and 
financial return based on project investment analysis.   

 
This study therefore examines management of Bamboo Wicker and cost and profit analysis that meets academic 

principles. Research ojbectives are (1) to study gengernal information and management of Bamboo Wicker, Ban 
Toongfak, Supanburi Province of Thailand, (2) to analyse cost and profit from finance of Bamboo Wicker, Ban 
Toongfak, Supanburi Province of Thailand. This is to see return on investment of the local products of the group and 
information is used to support investment decision in future. In order to support careers and maintain local products made 
from Bamboo Wicker with locals and community. Local products can be an example for a group or other local 
communities where they can see how to make Bamboo Wicker for other types of OTOP. This helps other local 
communities to make decision on investment and add value for other local products in future. 
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LITERATURE REVIEW 
 
Cost management  
 

Cost refers to all expenditures spent on producing products which it consists of variable costs and fixed costs 
(Chalermkhun Krootboonyong, 2012). Cost classifies as follows;  

1. Variable costs mean to cost varies according to volume of production or sales. If production volume is high, 
total variable cost is also high (Trongvit Charoenkittanalap, 2011). Variable costs are materials, labour, and overheads 
including utilities, enery, and/or miscellaneous expenses  

2. Fixed costs refer to all expenses that are stable based on volume of production of business within a certain 
period of time. No matter how much products are produced, costs are paid stability (Pensri Jamsuwan, 2015). Fixed costs 
are factory, building, equipment, machines, and/or tools used to support production processes.  
 
Return on investment  
 

Return on investment is a business tool that helps evaluate business performance and decision-making relating 
to investments. This includes investment on business expantion – size of business, machine replacement, and/or updated 
equipments. A business consideres investment from serveral factors supporting decision-making such as cash flow that 
needs to be considered through project life. This includes cash inflow, cash outflow, and net cash flow. With this study, 
return on investment or income from sales refer to sale volume per year which is anlysed to seek cost and benefit using 
financial analysis tool and based on financial return on investment (Natdanai Yajantuk, 2009), as follows: 

 
 1) Net Present Value: NPV refers to different results between total present value of cash inflow and present 
value of project’s investment. Business makes investment decision when net present value is positive.  

NPV =  

  
 NPV  =  Net Present Value 
 Bt  =  Return at year, t (t= 1, 2, 3…, n)  
 Ct      = Cost of a year t (t= 1, 2, 3…, n) 
 C0  = Cost of first year 
 i  = Interest rate or Discount rate 
 
 2 ) Interest Rate of Return: IRR is discount rate that creates present value of cash inflow of projects is equal to 
present value of cash outflow from investment. Busienss makes investment decisions when return rates of profject is 
higher than opportunity costs of discount rates.  

IRR =  

 Bt     =  Return at year t (t= 1, 2, 3…, n)  
 Ct     = Cost of a year t (t= 1, 2, 3…, n) 
 C0 = Cost of first year 
 r = Interest Rate of Return: IRR 
  
  
 3) Benefit-Cost Ratio: B/C ratio is a method of present value ratio of return per cost. It can analyse by using 
total present value of Present value of Benefits, PVB devides by Present value of costs, PVC. A business makes 
investment decision when ratio of return per cost is more than 1 (PVB / PVC > 1).   

B/C ratio =  

 Bt     =  Return at year t (t= 1, 2, 3…, n)  
 Ct     = Cost of a year t (t= 1, 2, 3…, n) 
 C0 = Cost of first year 

I      = Interest rate or Discount rate 
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 Wanwadee Amaranont (2007) examined cost and benefit from Bamboo Wicker of Tawan Bamboo Wicker, 
Pabong, Sarapee, Chiangmai, Thailand found that the group had spent 608,456 Baht on investment, 1,972,250 Baht of 
income, 1,552,375.40 Baht of costs of good solds, and 420,400 Bath of administrative expenses, with 10 years of project 
life. The project had a return period of 4.52 years, net present value was 365,832.92 Baht, and actual rate of return was 
15.40 per year. Moreover, other factors related to investment of the projects should be considered including source of 
investment and government supports in terms of knowledge development such products and management. In addition, 
Panor Rinkham (2008) found that operation structures of Wicker group of water hyacinth, Payao Province of Thailand 
had selection of boards and commitees of the group. Boards and commitees were voted on democratic decisions of 
members within the group. The community development department and cooperative office of the Province also helped 
and supported the members of the group to examine and analyse financial returns on investment. 7% was set as level of 
interest rate standard. It showed the results of financial return and enabled to support change in cost and financial return 
better than the group of Wicker Water Hyacinth, respectively.  
 
 

RESEARCH METHODOLOGY 
 

Qualitative research method was considered appropriate for this study using in-depth interview to conduct a 
director of the group. A set of interview questions in relation to general information of management, costs and expenses, 
and return or benefits was created for data collection such primary data. Secondary data collected from related documents 
and academic journals through out important information from other souces of database was employed to support results 
of the study.  

 
Descriptive data analysis was used to analyse general information of group management, financial return of the 

projects, cost and benefit of operations. Costs were analysed including equipments, operation expenses (e.g. Materials, 
Labour, and Overheads – utilities, energy, and miscellaneous expenses), sales and administrative expenses. For finaical 
returns were defined from sale income or group’s products in which it analysed cost and financial returns of the group 
based on 10 years of project life. Depreciations of cost and investment were set at zero based, and discount rate of 7% 
was used based on MLR of Thai Commercial Bank of 30th June 2016, (www.bot.or.th)  

 
 

FINDINGS 
 
1) Analysis of general information of management of Bamboo Wicker, Tungfak, Supanburi Provice of Thailand 
 

Management of Bamboo Wicker, Tungfak, Supanburi Provice of Thailand was Mrs. Chawee Son-ngai who 
established and board of the group. Group commitees were also set to help manage the group. They have taken 
responsibilities along with knowledge and abilitiy in marketing, financing, and managing local members of the group. 
Source of investment was from the collection of 240 Baht per family per year from group memebers. The group was fully 
supported from government departments. Operation was in kind of a group having procurement department to provide 
raw materials for the group members. Sales incomes were also collected for investment while some was distributed to the 
members, as income of the members.  

 
2) Analysis of cost and fincial returns of Bamboo Wicker, Tungfak, Supanburi Provice of Thailand 
 

Table1 shows that average rate per year of cost and financial return of Bamboo Wicker, Tungfak, Supanburi 
Provice of Thailand found that sale income of Bamboo Wickers was 532,800 Baht. Costs of investment were 100,000 
Baht, operation expenses were 415,000 Baht of, and sale and administrative expenses were 84,000 Baht. 
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TABLE 1 
COST AND FINANCIAL RETURN 

 
Description  Amount (Baht) 

1. Sale income per year 532,800 
2. Cost of investment  
    - Equipment and tools 

100,000 
100,000 

3. Production cost per year  
    - Raw materials  
    - Labour  
    - Utilities  
    - Energy 

  415,000 
  115,000 

216,000 
  36,000 

48,000 
4. Sales and Administrative expenses per year  84,000 

    Source: interview and analysis  
 
Table 2 reveals that the Net Present Value:  NPV was 137,391 Baht which was in capital investment decision 

criteria. When the NPV was positive, it meaned that the project was suitable for investment. The NPV of total cash 
inflow was higher than NPV of total cash outflow. 

 
TABLE 2 

CASH FLOW OF PROJECT LIFE AND ANALYSIS OF NET PRESENT VALUE: NPV 
 

Year Total Cost PVIF = 7 PV Cost Benefit PV  
Benefit 

Net  
Benefit 

PV 
Net 

Benefit 
0 100,000 1.0000 100,000 0 0 -100,000 -100,000 
1 499,000 0.9346 466,365 532,800 497,955 33,800 31,589 
2 499,000 0.8734 435,827 532,800 465,348 33,800 29,521 
3 499,000 0.8163 407,334 532,800 434,925 33,800 27,591 
4 499,000 0.7629 380,687 532,800 406,473 33,800 25,786 
5 499,000 0.7130 355,787 532,800 379,886 33,800 24,099 
6 499,000 0.6663 332,484 532,800 355,005 33,800 22,521 
7 499,000 0.6227 310,727 532,800 331,775 33,800 21,047 
8 499,000 0.5820 290,418 532,800 310,090 33,800 19,672 
9 499,000 0.5439 271,406 532,800 289,790 33,800 18,384 
10 499,000 0.5083 253,642 532,800 270,822 33,800 17,181 

Total 5,090,000  3,604,677 5,328,000 3,742,068 238,000 137,391 
Source: analysis  
 
Net Present Value: NPV 

NPV =  

    NPV = 3,742,068 - 3,604,677 
             = 137,391 Baht 
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TABLE 3 
AN ANLYSIS OF INTERNAL RATE OF RETURN: IRR 

 
Year Net Benefit PVIF  

i=32% 
NPV  

i=17% 
PVIF  

i=28% 
NPV  

i=28% 
0 -100,000 1.0000 -100,000 1.0000 -100,000 
1 33,800 0.7576 25,607 0.7813 26,408 
2 33,800 0.5739 19,398 0.6104 20,632 
3 33,800 0.3438 11,620 0.4768 16,116 
4 33,800 0.3294 11,134 0.3725 12,591 
5 33,800 0.2495 8,433 0.291 9,836 
6 33,800 0.1890 6,388 0.2274 7,686 
7 33,800 0.1432 4,840 0.1776 6,003 
8 33,800 0.1085 3,667 0.1388 4,691 
9 33,800 0.0822 2,778 0.1084 3,664 
10 33,800 0.0623 2,106 0.0847 2,863 

Total 238,000  -4,028  10,489 
Source: analysis 
 

The results in Table3 illustrate that r value at discount rate created NPV of total cash inflow of the year was 
equal to cost of the beginning of the year 100,000 Baht. By using comparison of rule of arithmetic (interpolation), it 
analysed the relationship of equation, as follows: 

 

IRR  = DRL + [(DRU – DRL) [  ]] 

          = 28 + [ (32 - 28) [ ]] 

                                              = 28 + (4 × ) 

           = 28 + (4 × 0.7225) 
    = 28 + 2.89   

= 30.89% 
 
 

  IRR = Internal Rate of Return : IRR  
  DRL = Lower Discount Rate 
  DRU = Upper Discount Rate 
  NPVL = Lower Net Present Value 
  NPVU = Upper Net Present Value 
 
 Internal Rate of Return:  IRR was 30.89% which it was at the cirteris of investment decisions. IRR was higher 
than opportunity cost or higher than present interest rate.  
 
 Benefit Cost Ratio: B/C Ratio  

B/C ratio  =   

                  =                     

 
                                                               =      1.04 
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Benefit Cost Ratio: B/C Ratio was 1.04 which was in the criteria of investment decisions. Present value of 
Benefits: PVB devided by total present value of costs, PVC) was higher than 1. 
 
 

CONCLUSION 
 

The Bamboo Wicker Group, Tungfak, Supanburi Provice of Thailand was established by Mrs. Chawee Son-
ngai. Mrs. Son-ngi was board of the group. There was a set of committees performing works based on knowledge and 
ability. The operation was in kind of a group procuring raw materials for members. Sale incomes were collected for the 
group while some parts of revenues were distributed to the members. The sale income of a year was 532,800 Baht, costs 
of investment were 100,000 Baht, operation expenses were 415,000 Baht, sale and administrative expenses were 84,000 
Baht. Discount Rate was 7% of 7 years of project life which was 137,391 Baht of Net Present Value (NPV) and met the 
criteria of investment decisions. Internal Rate of Return (IRR) was 30.89% which met the criteria of investment 
decisions. And Benefit Cost Ratio: B/C Ratio was 1.04 which met the criteria of investment decisions. 

 
Interpretation of the results  
 
 Based on retults of the study, it can be seen that Bamboo Wicker Group has started operating cultural heritage 
and local products. Locals were gathered in a group and collected money for investment, as well as being supported by 
the government. Board and committees of the group were running an operation in relation to investment and selling 
products. This is consistent with the study of Panor Rincum (2008) that operation structures of local produts needed the 
selection of boards and committees taking responsibilities based on knowledge and skills. The Bamboo Wicker Group 
was supported from the community development department of the Province, Cooperative Office. Cost analysis of the 
Bamboo Wicker Group showed that return rate of NPV, IRR, and B/C Ratio met the criteria of investment decsions. 
Financial analysis tools were consistent with the study of Panor Rinkham (2008), Kwanjira Kaewpan (2015), and 
Vasiwat Wasinsombat (2016). NPV was positive, IRR was higher than interest rate, and Benefit Cost Ratio: B/C Ratio 
was higher than 1. Thus, investment of Bamboo Wicker Group, Tungfak, Supanburi Provice of Thailand should further 
invest in an operation.  
 
Suggetions of future research   
 
 This study is limited to general information of management of the Bamboo Wicker Group, Tungfak, Supanburi 
Provice of Thailand. Future study should consider opartional management of other Wicker Group in other provinces. 
Cost and benefit analysis was examined in this study using three financial evaluation tools, NPV, IRR, and B/C ratio. 
Future study should analyse sales income and expenditures of the other Wicker Group in other provinces to seek the 
improvement in operation. As this study focused on cost and benefit analysis, future study should be more concerned 
about depreciation expenses and other fixed costs related to the investment decsions. This would provide the Wicker 
Group with a way to reduce risk from investment and management.   
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ABSTRACT 
 

                  This research is generally designed to determine the development of effectiveness internal audit pattern in 
Finance Department, Royal Thai Army. It investigates the specific factors associated with internal audit effectiveness. 
Empirical evidence is collected by means of survey.  Factor Analysis and ANOVA (F-Test) analysis are used in order to 
illustrate the gathered information. The internal audit is a significant key for executive to measuring the corporate 
performance. This research aims to not just preventing the possible frauds in Finance Department, Royal Thai Army, but 
also to highlight its importance in good governance and transparency. Moreover, the internal audit is a function of 
assistance offered to the leadership of that entity in order to better manage their activities by risk management and to 
create added value for the corporate. 
 
KEYWORDS 
Internal Audit, Good Governance, Risk Management, Effectiveness of Internal Audit 
 
 

INTRODUCTION  
 

 According to Thai Government policy, Public administration reform has changed to new public management 
with outcome oriented.  Finance Department, Royal Thai Army also highlight measuring the corporate performance to 
competitiveness and effectiveness outcome.  Internal audit is planned to pattern developing included qualified personnel 
and diversify tasks with good governance and transparency. The internal audit is a significant key for executive to 
measuring the corporate performance. This research aims to not just preventing the possible frauds in Finance 
Department, Royal Thai Army, but also to highlight its importance in good governance and transparency. Moreover, the 
internal audit is a function of assistance offered to the leadership of that entity in order to better manage their activities by 
risk management and to create added value for the corporate.  Moreover, internal auditor is not only a change agent to 
making effectiveness task but also has a significant factor for higher administrator to fulfilled corporate performance. The 
new challenges of internal audit are more diversify tasks within finance, accounting, performance and corporate policies. 
The objectives of this study are to: 1) review the factors on the development of effectiveness internal audit pattern in 
Finance Department, Royal Thai Army, 2) create a framework of this study, and 3) initiate a development of the 
development of effectiveness internal audit model in Finance Department, Royal Thai Army.  
 
 

LITERATURE REVIEW 
 

Concept of internal audit 
 
                IIA (1 9 9 9 )  claimed that internal auditing is an independent, objective assurance and consulting activity 
designed to add value and improve an organization's operations. It helps an organization accomplish its objectives by 
bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control, and 
governance processes. Jones & Bowrey (2002) explained that Office of Local Government issued revised guidelines 
emphasizing that an internal audit committee is an essential component of good governance. In addition, the guidelines 
aimed to improve the governance and accountability of the councils, these committees should be composed of a majority 
of independent members.  
 
               The study of Fadzil et., al, (2008) also shows that management of internal audit department, performance of 
audit work, audit program and audit reporting significantly influences the risk assessment aspect of the internal control 
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system. Audit performance and audit reporting significantly influences the control activities aspect of the internal control 
system.  
 
Concept of Internal control 
 
                   Harvey and Brown (1998 Kosmas njanike, Margaret mutengezanwa ) internal controls as a process, and 
rightly so because an internal control system is not an end in itself but a means to an end. Internal control is defined as a 
“process, effected by an entity's board of directors, management and other personnel, designed to provide reasonable 
assurance regarding the achievement of objectives in the following categories: Effectiveness and efficiency of operations, 
Reliability of financial reporting, Compliance with applicable laws and regulations.  
 
Corporate Governance 
 
                Coyle ( 2003) mentioned that the system by which companies and other entities are directed and controlled. 
The boards of directors are responsible for the governance of their companies and other entities. The shareholders’ role in 
governance is to appoint the directors and the auditors, and to satisfy themselves that an appropriate governance structure 
is in place. The responsibilities of the board include setting the company’s (or entity’s) strategic aims, providing the 
leadership to put them into effect, supervising the management of the company (or entity) and reporting to shareholders 
on their stewardship. The board’s actions are subject to laws, regulations and the shareholders in general meeting.'  Zhang 
et al, (2007)  reported the external auditor independence was also identified as having a positive relationship with internal 
control, as they found the changing auditor was more likely to occur in firm threat have internal control weaknesses. 
Morariu et al (2009) claimed that the correlation between corporate governance and internal audit is approached through 
the determinism relationship between turnover, assets investments and employees attraction, and positivity of this 
relation shows that it is beneficial of the performance of these companies. An effective internal audit function is supposed 
to assist management to fulfill its governance responsibilities. This paper evaluates the financial performance, measured 
by turnover, dependent variable relative to changes in factors that influence performance, expressed by the independent 
variables, fixed assets and number of employees and present behaviour of companies under financial and economic 
crisis, inviting them to know the causes that affect reaching the performance, to change their actions and set priorities. 
Christopher ( 2010) showed that the weaker focus of the Belgian corporate governance guidelines on risk 
management and internal control is associated with less developed risk management and internal control systems in 
Belgian companies than in Australian companies.  
 
Risk management  
 
                   COSO (2013) has provided that guide recommends ways in which governing boards, senior management, 
staff at all levels, and internal auditors can deter fraud in their organization. Fraud deterrence is a process of eliminating 
factors that may cause fraud to occur. Le Meryen Saget (1999) reported that speeding up the transformation of 
organizations, from the structural modification of their products and continuing with major changes in the conceptual 
plan and act in the adoption and implementation of decisions. It created and generated a "formidable detonator irrational 
..." whose main exponent is present everywhere in life stress and activities. In these circumstances, it is not difficult to 
see that between the plateau and emotional connotation of irrational decisions and actions within organizations gradually 
formed a relationship stronger. Because risk management is an important but complex process of scientific approach to 
risk research in this area are multiple and can be classified in the sub-areas of scientific research (Mircea Boulescu  
(2004). Specialists in the field concerned with states that establish and monitor internal audit systems are the 
responsibility of the entity that retained a key manifestation of the concept of modern management theory and practice, 
responsibility”. Risk Identification is the first and most important phase of risk management process, it consists in 
identifying potential hazards that exist within the entity (Dan Mavrodin 2008).   
 
Efficiency 
 
            Harrington (1996) contributed to the systems efficiency focus of Organization’s Structure and its Goals . He 
discussed efficiency design of organization through 12 principles: 

1. Clearly defined ideals 
2. Common sense 
3. Competent counsel 
4. Discipline 
5. The fair deal 
6. Reliable, immediate and adequate records 
7. Dispatching 
8. Standards and schedules 
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9. Standardized conditions 
10. Standardized operations 
11. Written standard-practice instructions 
12. Efficiency-reward  

                 
Anan (1999) defined that Efficiency is consisted with 3 principles including (1) Economic which is  Cost, 

Resources, and Time, (2) Speed, and (3) Quality procedures (Input-Process-Output). This study designs a research 
framework underlying the review of the literature as shown below.   

 
 

RESEARCH FRAMEWORK 
 

                                                                                                                                     
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CONCLUSION AND RECOMMENDATION 
 

The literature review of articles enables to create conceptual model of the development of effectiveness internal 
audit pattern in Finance Department, Royal Thai Army. Internal audit is a significant key for executive to measuring the 
corporate performance. It is also highlight its importance in good governance and transparency. However, the results can 
be changed by executive rotation as internal variable and government policy as external variable. 
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ABSTRACT 
 

In the present paper the traditional and customary perspectives on the concept of Mens Rea are challenged and a 
new definition of the same is put forward. The challenge is based on the idea that the concepts in criminal law need 
evolution in order to keep their function and practicality. Such an evolution demands such a condition wherein, while 
granting the characteristics of adaptability with the contextual conditions and principles of criminal law, the maintenance 
of the same is ensured. The mens rea is customarily defined as „culpable state of mind of the accused when committing 
an offence‟ under criminal law and „rebellion intent‟ under Islamic Jurisprudence. Both definitions of the concept have 
the capability to undergo evolution and, thus, a new definition of the same is envisaged herein as such that the mens rea 
constitutes „the culpable linkage of mind with the forbidden conduct‟. Two changes are observable in the new definition 
compared with the existing one: first, the „mental state of the mind‟ is replaced with „linkage of mind‟; second, the 
interpretation of the term „culpable‟ as an independent constituent shall differ as per the common sense and the 
contextual conditions.  The new definition grants dynamism to the concept and resolves the problems long associated 
with the definition of the mens rea under the criminal law. 
 
KEYWORDS 
Mens Rea, State of Mind, Rebellion Intent, Linkage of Mind 
 
 

INTRODUCTION 
 

Noting the function of the criminal law in preserving the public order, re-defining the concepts therein seems 
inevitable over the time. A historical elaboration on criminal law shows that the thinkers have devised the concept 
„criminal faults‟ in their search for a mindset in the cases where the accused, while being culpable, does not have the 
intent to commit an offence. Of course, the mentioned mindset seems to be in contradiction with the traditional definition 
of the concept of „mens rea‟ in certain cases. This contradiction is to be accentuated noting the crisis arising from the 
definition of criminal fault in the offences occurring in the areas such as driving, industry, medical services and so on. On 
the other hand, philosophical and psychological problems do exist in the traditional definition of the mens rea which 
prevent the same constituting a base for criminal liability and responding to the demands of justice and provisions of the 
modern criminal law. So, a revision of the concept is needed in order to , while resolving the contradiction of the same 
with the concept of criminal fault, ensure the maintenance and survival of the concept. This is the coral motive of the 
present paper in providing a new definition of the mens rea. It is worth mentioning that the definition put forward herein 
is totally a new one for which no previous academic literature exists. The definition seems to have no contradiction with 
the nature and existential philosophy of the concept of mens rea and also be able to respond to all problems appertaining 
thereto. Of course, the presented definition shall not be an ultimate unchangeable one and might be subject to change in 
the course of time.  
 

The present paper moves on addressing the „concept of mens rea under the criminal law and Islamic 
jurisprudence and the applicable criticisms‟ and „a new definition of the mens rea and howness of responding the 
problems and doubts appertaining thereto‟. The paper shall discuss the issue in the following order: 
 

1. The definition of the mens rea under the Statute Law and thoughts of the thinkers: in this section the traditional 
and modern definition of the mens rea in the thoughts of the thinkers along with the same in the legislation 
process shall be studied; 

2. The definition of the mens rea under the Islamic Jurisprudence: in this section the definition of the concept, its 
functions and its  degrees shall be studied; 
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3. The reasons for revising the concept of mens rea: in this section the necessity of putting forward a new 
definition of the concept shall be stated noting the problems in proving the mens rea in the offences and also in 
the relationship between objective criterion and mens rea. 

4. Finally, a new frame for the mental element shall be put forward in the conclusion part of the paper.  
 
The Classical Definition of Mens Rea 
 

The concepts „Actus Reus‟ and „Mens Rea‟ have undergone so much change over the years that the preliminary 
interpretations of the same do not reflect the current provisions of the law. On the other hand, the problems associated 
with both the concepts denote that some attempts must be incorporated in order to place the foundation of the criminal 
liability on the concepts that truly reflect the nature of law (Willson, p. 107). These facts have turned the mens rea to a 
perpetual concern in the legal studies  and thoughts. The classical definition of mens rea follows two approaches: a) 
Customary Approach: in which definition the mens rea is based on morality (the traditional definition); b) Modern 
Approach: in which the definition of the mens rea is devoid from moral justifications. 
 
The Traditional Definition of the Mens Rea 
 

The traditional definition of the mens rea states that the mens rea is “the culpable state of the mind, which the 
prosecuting authority needs to prove, the accused had while committing an offence”. Noting this definition, some lawyers 
prefer using “intentional element" instead of „mens rea‟ for they believe that the mens rea amalgamates with the 
definition of criminal fault (Leturmy & Kolb, P. 18). 
 

In this traditional approach the state of mind parallels to „criminal mind‟ or „guilty mind‟, and „culpability‟ to 
„mens rea‟. The problem with this definition is that the mens rea is nothing more than a criterion for culpa. Not all those 
who do an act which entails a mens rea are culpable. The accused might inflict a harm willfully but have a plausible 
excuse and, therefore, not to be subject to culpa. Obviously, though the mens rea plays a significant role in evaluating the 
culpability, these two concepts differ in essence and that it is the culpa that constitutes the base and foundation of 
criminal liability. These lawyers believe that the process to violate the law is mental and those who commit have a 
culpable state of mind so-called the mens rea. It means that the existence of the mens rea denotes the accused's 
culpability (Elliott & Quinn, p.68). 
 

The delicate point underlying this approach is that the culpability is rooted in the state of mind and the mens rea 
accounts to culpability rooted in the state of mind. This constitutes the difference of the new definition presented in this 
paper with the one already elaborated upon. The criticism is that in some cases, such as negligence, though there is no 
mens rea, the culpability can still be observed and in some cases, such as the ones where some plausible excuse exist, 
though there is mens rea, no culpability can be imagined (Ashworth, p. 162). 
 

One of the Iranian lawyers defines mens rea as 'interactions of the mind‟ (Azmayesh, p.32). It seems that the 
interactions of the mind denotes the accused‟s state of mind while committing an offence which is culpable. Noting the 
psychological data on the complex and different interactions of the accused's minds while committing an offence, it is 
better to limit the scope of such interaction in defining the mens rea. In other words, it is better to consider the 
interactions of the mind as far as the actus reus is concerned in order for the definition to be comprehensive. 
 
The Modern Definition of the Mens Rea 
 

In its modern definition, the mental state refers to the state of mind , explicitly or implicitly, present in definition 
of the offence (Willson, p. 118). This definition is in fact an attempt to segregate the concept of morality from the law 
and also to reject the culpability as constituting the basis of mens rea. The pros of this approach believe that, over the 
history, law has turned its face from the concepts denoting moral content such as „bad faith‟ to the ones denoting 
„intention and awareness‟. But it seems that in any era the culpability, being a moral judgement, shall still constitute one 
of the basic criteria for punishment. Exploring law cannot succeed free from the values (Flitcher, p.117). In other words, 
the basic ground for culpability and also its indicator is the mens rea. On the integration of the law and morality it is 
stated that: “lawyers end up investing “nominally descriptive terms with moral force”. Thus terms like “intent”, “state of 
mind” and “mental state” which appear to be descriptive are used “to refer to issues that require normative judgment”. 
The problem, says Fletcher, is endemic in that the “confusion between normative and descriptive language is so 
pervasive in Anglo-American criminal law that it affects the entire language of discourse” (Norrie, p.23). Finally, it 
seems that the definition of the mens rea cannot be devoid from the moral judgements and culpability and that, in spite of 
these challenges, categorization of the mens rea is still based on the culpability. It is as such that under England Law, 
intention bears very high culpability; subjective recklessness and objective reckles sness are next in the hierarchy and, 
finally, comes the negligence bearing very low culpability. This shows that the existence of culpability and, thereby, 
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moral judgement have not been denied. The judges as well as the interpreters simultaneously accentuate the common 
understanding of the mens rea. Their insistence is based on the point that the citizens shall conform better to the standards 
if they possess an understanding of the aforesaid concept. So, according to the classical approach, the mens rea 
constitutes a general culpable state of mind and not the one included in definition of the offence which might be non -
culpable (Cliar, p.78). 
 

It seems that in spite of the attempts made in separating the law from the moral values and also in wiping the 
moral judgement on culpability from the concept of mens rea, law and morality still remain inseparable. Therefore, it can 
be claimed that the concepts related to social behaviors, such as culpability, are changeable per the context; the point that 
grants dynamism to the law. It is worth mentioning that none of changes observed in the sphere of law possess the power 
to separate the morality from law. 
 

The point to emphasize is that the term „culpability‟, present in the definition of the „mens rea‟, is an imported 
term and that the translated term has led to some ambiguities in Iran Law. Noting that determination of the culpability-
based “blameworthiness” is done through a criterion called the mens rea, and that the same constitutes the most 
significant criterion of culpability and criminality, in some cases the mens rea is used parallel to criminality and 
culpability. In Persian language, on the other hand, the guilty person is called „guilty‟ in common use. In this way, the 
„criminality‟, which parallels to „guilt‟, is rendered as mens rea. Such a translation does in no way at all consider the 
specific definition of guilty for, under the Civil and Criminal Law of Iran, the guilt has physical and moral (behavioral 
raftari) aspects. Furthermore, the guilt, in its specific legal definition, has no relationship with culpability and mens rea. 
Such a gap requires due attentions in order not to render mens rea as criminal guilt since the specific definition of the 
guilt constitutes those forms of behavior which, in some cases, enjoy criminal sanction. In spite of the point that the 
criminal law must not employ the terms capable of conveying different meanings and moral values simultaneously, the 
ambiguity in translation has penetrated into legislation process as well. Such an ambiguity is even more tangible in New 
Islamic Penal Code of Iran. In sum, the change in the meaning of mens rea shows that the relationship between mens rea 
and culpability is moving from “absolute universality and particularity” to “universality and particularity in some 
respects” and that some logical and reasonable resistance confronts such movement.  The present paper attempts at 
modifying such a social demand by accentuating the changeability of the concept of culpability and  holds that the 
relationship between culpability and mens rea is still of „absolute universality and particularity‟ nature. This view takes 
for granted the issue that, over the history, different interpretations might come into existence as far as the concepts such 
as the mens rea and its variables are concerned. 
 
The Forms or Degrees of the Mens Rea 
 

The legislation in the Middle Ages and even before French Revolution considered the human beings, animals 
and even the inanimate as having responsibilities under the law. These prin ciples were based on the provisions of strict 
liability which dominated the legislation prior to French Revolution. It is worth mentioning that the Islamic Jurisprudence  
from the beginning and the European Legislation from the ending years of the 15th century have distinguished different 
kinds of murder and other physical harms according to the intention of the accused in committing them (Sadeghi, p. 79). 
Among different forms or degrees of the mens rea, “will” is the most obvious one for liability. It is of no meaning under 
Criminal Law System to punish only those who intended to inflict harm. Like the other terms appertaining to mens rea, 
the term „intention‟ justifies the purposeful act and can reveal the degree of criminality. Though under the England La w 
there is emphasis on the terms such as deliberateness (voluntariness), recklessness and awareness, a review of the body of 
law reveals other terms such as bad faith and willful (Ashworth, p. 169). 
 

The existence of different degrees of criminality is jus tified based on the difference in degrees of “probability” 
and “certainty” in the criminal acts (Brady, 35). Under England Law and the traditional categorization, negligence 
constitutes a degree of mens rea. But, noting the change of perspectives in the recent years in admitting the state of mind 
in determining an act as an offence, there nowadays is a tendency to distinguish the negligence and offence (Smith & 
Hogan, p.169).  
 

The above perspective led to the controversies over the issue of the offences arising from negligence. 
Differentiating the normative claims on obligatory legal principles and the facts of law seems quite necessary but, under 
England law, there still are some offences connected with negligence in which the existence of the mens rea is considered 
to be quite necessary (Ashworth, p.158). On the other hand, there are no claims about the point that the criminal 
negligence is to be considered as an offence of absolute liability. Such a perspective arises from the point that the 
existence of the mens rea is necessary in criminal negligence; though the evaluation criterion of the same is an 
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amalgamation of typical and subjective criteria1. Under Iran Law the intention or the criminal fault are considered as 
forms or degrees of mens rea. The criminal fault includes carelessness, recklessness, lack of skill, noncompliance with 
the regulations and, in some cases, negligence. In spite of the existence of different perspectives towards the criteria for 
such breakdown, there is agreement on its necess ity. Such a necessity must also be paid due attentions under Criminal 
Law of Iran as far as the parallels of criminal faults are concerned for, under Iran Law, different degrees of mens rea are 
envisaged only for deliberate offences and criminal faults. After all, in spite of the existence of different culpability 
degrees between recklessness and carelessness for example, different instances of criminal faults do not bear different 
degrees and are considered as parallel (ham arz).  
 

In such a categorization, the „deliberate‟ (intentional) is more culpable than the „fault‟. It is worth mentioning 
that such a moral judgment (bare akhlaghi) may well be subject to doubts in today‟s world. This doubt necessitates 
revision in the traditional categorization of the mens rea according to culpability, common sense (ghezavate omom), 
criminal law practices and social requirements. Further, such a revision does not necessarily require fundamental changes  
and can be performed by just changing the evaluation criteria and adjusting the subjective criterion and the punishment 
extent. The policy followed in England Law manifests such a revision. In some cases, not paying attentions to the safety 
of the others parallels to will in causing harm to their safety. A driver who is aware of their car having problems in its 
breaking system and still drives speedily in congested areas may be held culpable as the one who deliberately conducts 
such an act. Distinguishing the deliberate and reckless acts is justifiable noting the point that  the probability of inflicting 
harm in the former is higher. If the punishment is decided in order to prevent harm, then the degree of danger attached to 
it must be proportionate to its significance. It seems that recklessness in a serious harm is more culpable than the intent in 
a trivial harm. 
 

Such a point, which constitutes an instance of evolution in the definition of culpability per the contextual 
conditions and justice demands, must be paid due attentions in the offences arising from criminal faults.  Today‟s law 
demands the people to lead such a kind of life wherein the rights and safety of the others are prioritized. Such a priority 
differs as per the values violated. In such a social demand, intent or recklessness are not considered as the only variables 
in violating such values and that, in some cases, such a hierarchy may even revert as far as their significance is 
concerned. The present paper holds that if the basis  for determining the degrees of the mens rea and criminal fault is 
culpability, then each one of the factors in inflicting harm, such as intent or recklessness, might constitute a determinant 
of the culpability. Such an amalgamated approach can be more conformable to the social demands and the modern 
criminal law. Some believe that, since the intent and awareness does not require non-justifiability, comparing different 
degrees of the mens rea in a direct way is wrong. According to such thinkers, a precise and necessary approach to follow 
is to precisely determine different kinds of negligence and mens rea as such that the hierarchy of the mens rea does 
directly include only those degrees which are obviously observable. So, the comprehensive definition of the negligence 
must be determined in such a hierarchy in which a certain degree is allotted to the negligence. Whenever the cognitive 
negligence (gheflate shenakhti) is at stake, the hierarchy of recklessness, awareness and intention (bi parvayi, agahi va 
ghas) is suitable but, when the moral negligence (gheflate raftari) is at stake, the h ierarchy must be based on the morals 
not on the beliefs or the intent of the perpetrator (Glanvil, p. 45).  
 

Noting such a reasoning, another kind of hierarchy including faith (awareness, cognitive aspects of recklessness 
and cognitive negligence), tendency (intention and criminal indifferent recklessness) and morality (regular negligence 
and serious negligence) is proposed in that, comparing negligence with more important forms such as recklessness, 
awareness and intention is not permissible for it is like comparing the apple and orange.2 Some of the writers believe that 
the approach employed in the draft of Legal Commission (1989) considers deliberateness, awareness and recklessness as 
the constituents of the mens rea unless the parliament states something else (Ashworth, p.198).  
 

This is actually an attempt to reduce the number of the words which can be used in explaining the mens rea 
under Statute Law. The view that the terms employed criminal law must be clear, understandable and reliableso that 
lesser time is spent on dealing with the same, constitutes the basis for such an attempt (Elliot and Queen, p.216). In spite 
of the challenges which led to doubts in recognizing the negligence as a degree of the mens rea, the introduction of the 
cognitive aspect for the same has still preserved it as a degree of the mens rea is the legal procedure. It, of course, needs 
mentioning that in the offences such as involuntary manslaughter (unintentional homicide) the gross negligence must be 
proved while in other offences ordinary negligence might do. 
 

                                                                 
1 It  is necessary to explain that under England Law due attentions are paid both to the dangerous act and to the mentality of the perpetrator in 
determining criminal negligence. This constitutes an amalgamated criterion for evaluation called typical-subjective. But under Criminal Law of Iran, 
not only in criminal negligence but also in none of the criminal faults attentions are paid to the mentality of the accused. 
2  The author does not accept such reasoning. Comparing the apple and orange is not problematic as both are fruits and that their difference does not 
allow for them not to be considered as fruits. As such, difference between cognitive negligence and recklessness does deny it s status as a degree of the 
mens rea. 
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Mens Rea under Islamic Jurisprudence 
 

The Islamic Law, though implicitly and through different concepts, has accentuated the necessity of the 
existence of the mens rea or criminal liability long before the European Law. Though the legislators consider committing 
bad deeds as the basis for criminal liability under the Islamic Law, they suppose existence of two factors namely 
perception (understanding) and option as the bases for coming to existence of the religious liability. Since existence of 
the criminal liability under jurisprudence is contingent upon existence of rebellion, it is so obvious that the degree of 
liability shall conform to the degree of rebellion. 
 

Under Islamic Law, rebellion intent is present in deliberate offences. Rebellion intent includes the intention to 
perpetrate an illegal act or refrain from doing an obligatory act while being aware of their prohibition or obligation 
respectively. So, according to the criminal liability provisions, there is difference between the offender who intentionally 
commits an offence and the offender whose offence arises due to their negligence. The intensification of the liability in 
the case of a perpetrator is due to the reason that he/she volitionally has the rebellion intent in their heart and, therefore, 
their offence is completely to blame. The lessening of the liability of the offender is that, though a kind of rebellion 
occurs due to his/her act, in their hearts there is no rebellion intent. Though in the corpus on Is lamic Jurisprudence the 
mens rea is manifested in the concept of rebellion intent, an elaboration on the concept of fault among the jurisprudents 
can prove the claim that the concept parallels to one of the degrees of the  mens rea under Islamic Jurisprudence for which 
much lesser culpability might be envisaged compared to the same allotted to the rebellion intent. According to a Sunni 
jurisprudent, since the person who commits involuntary manslaughter does not have the intention to kill, he/she is 
actually guiltless for he/she never wanted to kill a person (Abi Ashagh,  p.178).  
 

Another definition of the involuntary manslaughter puts forward that: the criteria for determining the mere fault 
is that the committer does not have the intent to commit an act or expect a consequence; the immature or the insane are 
included in the definition as well, i.e., the manslaughter (homicide) by them is considered as involuntary and, therefore, 
account to pure fault (khataye mahz) (Mosavi Khoyi, p. 348). The fault is the one in which there is no intention to cause 
harm or to commit manslaughter but it happens unwantedly (Najafi, p.267). Pure fault is the one in which there is no 
intention to cause harm or to commit manslaughter such as the case where a person shoots to hunt an animal but another 
person gets killed unwantedly (Eslami, p.351). The general principle in Islam is that the criminal liability applies to those 
acts which are committed intentionally. The differing perspectives on the issue among the Sunnis and Shiites  often yield 
no specific result for both essentially believe that, except manslaughter and mayhem (battery) happening by fault, all 
other acts happening by fault are included under the General Principle of Acquittal (Marashi Shooshtari, p.117) (Le 
hadith d'annulation  Ghaadeye raaf, ya beraat???). So, it can be concluded that under Islamic Jurisprudence the intention 
to rebel is punishable. It needs mentioning that the determinant of the criminal liability is the commission of an offence 
and the liability of the offender differs as per degrees of the offence. Furthermore, in cases where the perpetrator commits 
an offence intentionally, severe punishment may be envisaged, and in those where an offence such as quasi-intentional 
manslaughter (quasi-intentional homicide) is committed involuntarily, lesser punishment may be determined. Thus, the 
intention, which is called criminal intent under Statute Law, plays the most significant role in determining the 
punishment. Noting such explanations, the criminal intent or rebellion intent constitutes an offence which is committed 
intentionally with the purpose of inflicting harm i.e., the committer commits an illegal act or refrains from doing an 
obligatory act while being aware of their prohibition or obligation by the legislator. The criminal intent is applicable in 
offences of intentional nature only and is not present in the involuntary offences (Odeh, p.148). 
 

In can be deduced from discussions and definitions provided  here that the mentality is present in the faults  as 
well but, it is different from the legal definition of the criminal fault. It seems that under Islamic jurisprudence the term 
involuntary is used as an antonym for deliberate (voluntary) and includes quasi-intentional and pure fault. Noting the 
point that the sphere of the fault, being by nature contrary to the rebellion intent, is quite extensive including quasi-
intentional to pure faults, it can be stated that the concept is inclusive of the criminal fault denoted by its specific 
definition. So, under Islamic jurisprudence, the rebellion intent is the only culpable form of the mens rea. Finally, though 
the fault itself is a kind of the state of mind, it might be inculpable. This is why the punishment envisaged for the same is 
mulct which bears lesser criminal characteristics. By distinguishing the culpable from inculpable faults and determining 
different punishments through systematic procedures, some assistance can be offered in the way of maintaining the 
dynamism of the Islamic jurisprudence. To put forward a comparison of the concept of fault under Islamic jurisprudence 
with the concept of criminal fault under Statute Law, it seems necessary to state that in unintentional offences under 
Statute Law the present mens rea is the criminal fault. The mens rea of unintentional offences is the criminal fault arising 
from carelessness, recklessness, lack of skill and noncompliance with the regulations (Ardebili, p. 50). In these offences 
the intent to do an act is present but the intent for a consequence is absent, meaning that the general bad faith (general 
mala fide  soe niate aamm) is there but the specific one is not. This definition exactly parallels the definition of quasi-
intentional under Islamic jurisprudence in which a fault is caused by a voluntary act. The only difference of the same 
with the Islamic approach is that the intent to inflict harm to a definite person does not exist therein and, therefore, the 
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offences arising from the criminal fault are closer to pure fault. The intent to inflict harm may be interpreted as the intent 
to do an act in violation of the social standards and values which finally leads to violation of the obligations envisaged by  
the legislation; the point which is present in all involuntary offences . Of course, the purposefulness (eradi boodan) of an 
act under criminal law is taken-for-granted to such a degree that the bad faith is considered to be the only mens rea in 
deliberate offences (intentional crime).  
 

In some cases it seems that the purposefulness of the act is contingent upon the bad faith. This applies to the 
cases such as assault and battery resulting in death where the act is illegal by nature (called xxx fault khataye zaati under 
Islamic jurisprudence). Of course, it needs mentioning that in some cases the involuntary offences arising from the 
purposeful acts do not fall under general bad faith category. For example, the purposeful act of driving does not fall under 
general bad faith category. Since driving by nature is a mobah act and a social activity, the bad faith can be claimed to be 
present therein only when it is done carelessly or recklessly. It might seem that such a perspective of the Islamic 
jurisprudence towards the „rebellion intent‟ cannot be parallelized with the new definition provided in the presen t paper 
but, noting the point that the meaning envisaged for the intent under Islamic Jurisprudence is wanting in its basic 
meaning and not a definite state of mind and, referring to the point that the criminal fault means a wrong recognition 
(tashkhise nadorost), the rebellion intent and the fault can be easily parallelized with the new interpretation of the mens 
rea. Though in some of the faults envisaged under the Islamic jurisprudence the culpability is not present, it can be put 
forward that some of the inculpable linkage of mind constitute civil faults and the mulct as compensation may be 
determined for them. This does not have any contradiction with the new thought and the principles of the criminal law 
for, as far as the mulct is concerned, no perspective denies the necessity of compensation. The present paper holds that 
the reason for such integration is that under Islamic jurisprudence there is no clear cut between the criminal and 
compensation aspects of the mulct. It parallels the modern perspectives under the criminal law which doubt there being a 
clear cut between Restorative Justice and Criminal Justice.  
 
The Necessity for Re-defining the Classical Concept of Mens Rea 
 

In spite of the inevitable necessity to duly and appropriately recognize the  mens rea of the offences under the 
modern criminal law, there have always been some problems in the way of proving the same. The reason for reminding 
the existence of such problems lies in the attempt to place re-emphasis on the necessity of the dominance of objective 
criterion and also non-compliance (adame taghyiid) of the criminal law with some psychological and philosophical issues 
and, therefore, presentation of new perspectives on the concept of mens rea. While confirming the provided definition of 
the mens rea, the present study justifies categorizing the negligence as mens rea. It seems that the attempts under criminal 
law to determine the existence of the mens rea can be righteously related to the justice and morality which are at the core 
of the criminal law. In such a process, there is no necessity at all to observe the philosophical teachings on the freedom of 
will, behavioral determinism and mental processes in the human activities; a point reflecting the independence of the 
criminal law. The criminal law always seeks the help from other disciplines in order to fortify its academic bases. It, of 
course, needs mentioning that making use of the findings of other disciplines are only in cases where there is ambiguity 
and not the cases such as freedom of will which everyone enjoys because of being a human being. Determining the 
„intent and will‟ is possible through comparing the behavior of a person with the others (dominance of the objective 
criterion). This is a well-accepted issue which necessitates referral to the psychological teachings. Paying due attention to 
the mens rea can help in dissolving the aforementioned problems. A revision of the traditional definition of the mens rea 
and also the subjective criterion seems necessary noting the challenges which confront the classical concept of the mens 
rea. Some of these challenges are as follows:  
 

One of the criticisms is that the “mental liability‟ depends on the hypothesis that there is something as the “state 
of mind” which is also determinable but, is it possible to question a person on their mentality at the time of the 
commission of an offence which may date back to the past months or even years? It is so obvious that there are no 
academic criteria for determining the degree of the intent of a person (Berly, Alexandr & Ferzan, p. 17). Furthermore, it 
is impossible to determine the state of mind the accused had while committing an offence. It is in no way at all possible 
to claim that what has been done was intended. Some thinkers believe that , though the criminal law supposes the person 
to be liable for their acts in general, there are two related issues about the natural consequences of the acts: 1. there is 
difference between what the person thinks with what he/she actually does; 2- the freedom of will is no more than a tale. 
The other criticism is that the negligence as a kind of carelessness or recklessness cannot be considered as a kind of the 
state of mind. Therefore, noting such a classical definition of the mens rea wherein the criteria for decision is purely 
based on the mentality, the negligence cannot be a degree of the mens rea. Another criticism is that belief in mens rea is 
based on the demoded psychological and philosophical practices. Since those disciplines have rejected such a concept, 
the law, in its own turn, must also adopt the proper definitions and concepts and must not ignore the challenges 
confronting the issue of freedom of will (Kayitana, p.18). Noting above discussions , it seems that the non-compliance 
(adame taghyiid) characteristics of the criminal law plus independence of the principles and concepts under it seems 
necessary for maintaining its dynamism and preserving its function. Existence of such independence and noting the 
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philosophy behind the necessity to prove the existence of the mens rea justify presentation of the new definition of the 
latter in this paper. 
 
 

CONCLUSION 
 

The study of the „mens rea‟, as far as its degrees and the problems associated with it are concerned, was based 
on the hypothesis that the mens rea be defined as the „state of mind or the mental or psychological state‟ of the accused 
while committing an offence. As per the traditional and classic perspectives towards the issue, such a „state of mind‟ was 
a criterion for determining culpability and, subsequently, the criminal liability. The modern perspectives, of course, pay 
lesser attention to the issue of culpability. The present paper holds that the reason for the challenges and doubts on the 
definition of the mens rea is the factor „state of the mind‟ present therein and not the issue of culpability which, in its own 
turn, is the most necessary and perpetual factor of the mens rea. 
 

The present paper holds that the reason for the challenges and doubts on the definition of the mens rea is the 
variable „state of the mind‟, being the most necessary and perpetual factor, present therein and not the issue of 
culpability. It further holds that the denial of certain principles of the criminal law not only shall not help it in functioning 
well, but also shall lead to violations of the basic human rights. The necessity for existence of the mens rea in the 
offences constitutes one of such principles. The lawyers have employed cautions in addressing the Absolute Liability 
Offences (the offences wherein there is no need to prove existence of the mens rea). The modern perspectives are 
inclined to considering such offences as negligence; meaning that a valid defense may be envisaged if the accused proves 
that they have employed all their efforts in preventing the consequence. Noting the necessity for maintaining dynamism 
of the criminal law, such a cautious change of perspectives towards absolute liability offences seems crucial and 
inevitable or else, the criminal law will be accused of injustice and, thus, be isolated and rejected. Noting the philosophy 
behind existence of the mens rea and in accordance to the principles of the criminal law and to respond the social 
demands, the criminal law shall not be devoid of the new thoughts in order to assign a new frame for the mens rea 
considering the defined function for it. This paper has presented such a new frame by modifying the variables present in 
its definition and, thus, has modified the „state of mind‟, to the „linkage of mind‟.  
 

Obviously, such a replacement is a modification and not a change since the „linkage of mind‟ is inclusive of the 
„state of mind‟ and enjoys much more social and customary characteristics compared to psychological or philosophical 
ones. On other variable of the mens rea so-called „culpability‟, the present paper holds that  the definition, scope and 
judgement on the same shall be different contingent upon the era, place, social demands and the human rights concepts. 
The new definition of the mens rea is: “the culpable linkage of mind of the accused with the forbidden behavior”. The 
behavior includes committing a forbidden act or refraining from doing an obligatory act. Obviously, such a relationship 
shall be determined by the common sense for, the linkage of mind is of lesser psychological or philosophical attributes. 
Such a characteristics lets it be evaluated based on a collection of typical-subjective criteria and obviates the problems 
associated with its evaluation based merely on subjective criteria. Finally, this definition: 
1) Is dynamic and conforms to the principles of the criminal law. 
2) Is devoid from the complex psychological and philosophical discussions . 
3) Paves the way for negligence to be considered as a degree of the mens rea for „not paying attention to the 
danger‟ is a kind of the culpable linkage of mind. 
4) Considers the typical criteria as the bases for evaluation. This is not only not problematic, but also a requisite 
because in the presented definition both the culpability and the linkage of mind build relationships with the common 
sense and in both of them there is emphasis on the everyday experiences which, in their own turn, are supposed to be the 
basis for typical evaluation.       

 
 
 
 
 
 
 
 
 
 
 
 
 
 



46 Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

REFERENCES 
 

Abadi. Ali., and Eshagh Ibrahim ibn Ali ibn Yusef. Muhadhab fi Fiqh Shafi'I, Dar al- Kutub al Islamia Publications: 
Tehran, 2007. 
 
Ardebili. M. Ali, Public Criminal Law, Tehran: Mizan ublications, 2008. 
 
Ashworh.  Andrew, Principles of Criminal Law, Oxford: Oxford University Press, 2007. 
 
Azmayesh.  S. Ali, The Moral Element and Criminal Liability, Tehran: University of Tehran, 1995. 
 
Berly, Kim, Larry Alexander, and K. Ferzan. Crime and  Culpability, 2010. 
 
Brady. James B., Recklessness Negligence Indifference And Awareness, LR, 1980. 
 
Catherin, Elliot, Frances Quinn. Criminal Law, Oxford: Oxford University Press, 2008. 
 
Elliott, Catherine, and Frances Quinn. Criminal Law, Trans. Amir Samavati Pirooz.  Tehran: Khorsandi Publications, 
2007. 
 
Eslami. Ali, Translation of Tahrir al-Wasilah, Ghom: Islamic Publications Office, 2005. 
 
Feyz. Alireza, “Dynamism of Fiqh and Ijtihad in the Light of Common Sense”, Kanoone Vokala, 156 (1993): 9-50. 
 
Fletcher, Goerge P., Basic Concepts of Criminal Law, Trans. Seyyed Mahdi Seyyedzadeh, Mashhad: Razavi Islamic 
Sciences University, 2005. 
 
Herring. Jonathan, Criminal Law Statutes, Routledge, 2011. 
 
Kayitana. Evode, The form of intention as dolus eventualis in criminal law, Routledge, 2004. 
 
Leturmy, Laurence., and Patrick Kolb. L'essentiel du droit pénal general, Trans. Mahmood Roholamini, Teh ran: Samt 
Publications, 2005. 
 
Makky Al- Amily. Mohammad ibn Jamal al-din,  Al- Qawa'ed Wal – Fawa'ed, Najaf Ashraf: Maṭbaʻat al-Ādāb 
Publications, 2007. 
 
Mirmohammad Sadeghi. Hossein, Specific Criminal Law: Crimes against People, Tehran: Mizan Publication s, 2007. 
 
Mosavi Khoyi. Seyyed Abolghasem, Mabānī takmilat al-minhāj, Beirut: Dār al-Zahrā, 2007. 
 
Mraashi Shoshtari. Seyyed Mohammad Hosseyn, “Deliberate Manslaughter (Voluntary Homicide)”, Hagh, 93 (1997): 
25-49. 
 
Najafi. Mohammad Hassan, Jawahir al-kalam, Lebonan: Al-Qadir Publications, 2001.    
 
Odeh. Abdolghader, Islamic Criminal Law, Trans. Naser Ghorban Nia, Seyyed Mahdi Mansoori and Nematollah Olfat. 
Tehran: Mizan Publications. 
 
Smith, J.C., and Hogan B. (2005),Criminal Law Eleventh Edition. 
 
Stricklan. Clair, Criminal Law, London Press, 1988. 
 
William. Glanvill, Criminal Law, The General part, 1992, 2nd .ed. 
 
William, Willson, Criminal Law, 1992, 2nd.ed. 



47Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

0032

AN ECONOMIC PERSPECTIVE TOWARDS SPECIFICITIES
OF RISK MANAGEMENT IN INSURANCE SECTOR

Younes Taghavi
Department of Law, Maragheh Branch,
Islamic Azad University, Maragheh, Iran
E-mail: fatemeh.ahadi1394@gmail.com





49Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

AN ECONOMIC PERSPECTIVE TOWARDS SPECIFICITIES  
OF RISK MANAGEMENT IN INSURANCE SECTOR 

 
 

by 
 
 

Younes Taghavi 
Department of Law, Maragheh Branch, 

Islamic Azad University, Maragheh, Iran 
E-mail: fatemeh.ahadi1394@gmail.com 

 
ABSTRACT 

 
Increasingly, insurers are facing a variety of strategic risks—emerging threats that could undermine assumptions 

at the core of a company’s value proposition and foundational business model. Innovative technologies and new 
competitive paradigms are impacting nearly every area of business—rapidly and radically. Armed with a strategic risk 
management (SRM) framework, insurers can proactively navigate these rough waters as the tides change. The potential 
for companies and industries to be disrupted and perhaps even displaced by transformational trends in technology, the 
economy, and consumer preferences is on the rise in today’s rapidly evolving, increasingly digitized economy. Insurance 
is facing such strategic risks—emerging threats that can undermine the core assumptions of a company’s value 
proposition and operations. Unlike most other industries, risk management is already a core function of insurance 
companies and many carriers have already adopted enterprise risk management (ERM). However, these programs are not 
traditionally designed to address strategic risks that are disruptive to an insurer’s value proposition or business model, 
and which are generally difficult to foresee, measure, and minimize. To more effectively cope with game-changing 
technologies and new competition from nontraditional sources, insurers should consider adopting strategic risk 
management (SRM) as a holistic framework to not only help them manage the potential downside of disruptive risks, but 
also perhaps achieve faster growth by better preparing them to capitalize on the resulting opportunities. While the 
disruptive threats carriers face may be transformational, a transition to SRM actually represents a natural next step in an 
insurance company’s risk management maturity curve. 
 
KEYWORDS 
Risk Management, Insurance Sectors, Strategic Risk Management, Technology 
 
 

INTRODUCTION 
 

The potential for individual companies and entire industries to be disrupted and perhaps even displaced by 
transformational trends in technology, the economy, and consumer preferences is on the rise in today’s rapidly evolving, 
increasingly digitized economy. Insurance is one of many sectors facing such ‘strategic risks’—which Deloitte 
Advisory1 defines as emerging threats that could conceivably undermine assumptions at the core of a company’s value 
proposition and foundational business model.1 However, there is also a more positive flip side to strategic risks, as those 
that anticipate and adapt in time may have an opportunity not just to survive but to thrive in the new environment. On the 
other hand, those that fail to detect disruptive risks on the horizon, or ignore the warning signs, might be hard put to 
remain competitive against more proactive players. The heightened pace of change in today’s economy and society 
should prompt more insurance industry leaders to move out of their comfort zones and prepare to transform the way they 
develop, underwrite, and price products, as well as how they target prospects, service customers, and recruit 
appropriately skilled talent. To more effectively cope with game-changing technologies and new competition from 
nontraditional sources, insurers should consider adopting Strategic Risk Management (SRM) as a holistic framework to 
not only help them manage the potential downside of disruptive risks, but also perhaps achieve faster growth by better 
preparing them to capitalize on the resulting opportunities. While the disruptive threats carriers face may be 
transformational, a transition to SRM—rather than being a radical departure—actually represents a natural next step in an 
insurance company’s risk management maturity curve. The financial crisis of 2008 exposed important vulnerabilities in 
the banking sector. In its aftermath, considerable academic effort has been devoted to better understanding banking risks, 
and policymakers around the world are developing new regulations to contain those risks. Insurance industry is always 
dealing with the maximum risk , challenges, including disruptive new technologies, a changing competitive field and 
ongoing regulatory revisions. The flip side to every one of these challenges is opportunity. And opportunity is the value 
inherent in risk. 
                                                             
1 Deloitte Development LLC, "Deloitte on disruption: Changing course in a disruptive world," October 2014. 
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To effectively manage risk and seize the opportunity within every challenge, institutions must manage a variety 
of business dimensions. The answer is to focus on maximizing digital capabilities, building ongoing expertise, driving 
fluid collaboration, developing top-notch analytics and fostering a culture that can withstand disruptive change 
Entrepreneurs at new businesses often have a number of responsibilities on their shoulders. They are charged with hiring 
new employees, identifying and selling their products or services to new customers, finding sources of financial backing, 
looking for workspaces that can accommodate their needs and many other tasks. As such, it’s no secret that small and 
nascent companies often have difficulty with risk management. This is especially the case if entrepreneurs happen to be 
young, such as Facebook founder Mark Zuckerberg, who found his college venture blowing up into a global phenomenon 
within just a few years. Young people tend to be even more unaware of business risks due to their lack of experience, 
which can make the prospect of keeping a company safe even more complicated. As Risk Management Monitor noted, 
there are a lot of obvious risks for any new enterprise and business owners may be savvy enough to mitigate them. 
However, there are many more that may not be immediately obvious to entrepreneurs. Unfortunately, these are the threats 
that may take the heaviest toll on an organization. On top of some deft risk assessment and identification programs, 
young business owners may also want to consider purchasing insurance as a way to mitigate damage that these 
unforeseen threats can cause. 

 
A Closer Investigation of Strategic Risk Management in Insurance Industry 
 

The insurance industry’s core business is to understand, manage and carry risk. Through risk prevention and risk 
reduction and by sharing risks over many shoulders, the insurance industry helps protect society, fosters innovation and 
underpins economic development. As risk managers, risk carriers and investors, the insurance industry has a vital interest 
and plays an important role in fostering sustainable economic and social development. The risk management process in 
insurance spans a continuum of activity—from identifying, assessing, preventing and reducing risk—to pricing, carrying 
and diversifying risk. When unexpected losses arise, insurance helps communities cope with the financial hardship 
associated with them. The risk management process in insurance mirrors the continuum of activity in disaster risk 
management—from understanding, assessing preventing and reducing disaster risk—to disaster response and relief, 
disaster recovery, and disaster risk financing. For this reason, the insurance industry is actively involved in managing 
disaster risk, whether it stems from natural hazards (e.g. cyclones, earthquakes, floods, droughts), biological hazards (e.g. 
epidemics, animal and insect infestation) or technological hazards (e.g. industrial pollution, factory explosions, transport 
accidents). This includes disaster risk from a combination of hazards (e.g. natural and technological hazards). 
 

The insurance industry plays a critical role in providing financial protection and security to at-risk communities 
to support, and preserve the gains of, social and economic development. In 2015, global economic losses due to natural 
disasters amounted to USD 131 billion, which represents almost 2% of GDP, with USD 37 billion of these losses being 
insured. The insurance industry is finding new ways to respond to the diverse needs of individuals, government and 
commercial enterprise. The fundamental objective of any risk management discipline is to anticipate future threats and 
prevent or at least minimize potential losses. Risk management is already a core function of insurance companies since, 
unlike most other industries, carriers are in the business of assessing and covering potential worst-case scenarios. Indeed, 
to cope with the increasingly complex business environment, insurers have continued to enhance their internal risk 
management practices by incorporating more sophisticated data-analysis tools and technologies to better support 
underwriting, pricing, and claims management, as well as to hedge investment risks. However, traditional risk 
management among insurers primarily focuses on: 

 
1. The risks they are underwriting; 
2. The adequacy of their reserves and reinsurance to cover potential losses; and 
3. Managing risks in their investment portfolio. 
 

To overcome the limitations of traditional risk management and expand their loss control capabilities, in recent 
years many carriers (along with a good number of their clients) have adopted Enterprise Risk Management (ERM), 
encompassing a much wider range of exposures and stakeholders. According to Deloitte Touche Tohmatsu Limited’s 
(DTTL) 2015 Global Risk Management survey, 95 percent of insurance company respondents either have an ERM 
program in place or are in the process of implementing one.2 

 
ERM goes beyond individual business units to enable carriers to develop a comprehensive mechanism to 

identify, measure, and mitigate organization-wide exposures, such as currency fluctuations, political and reputational 
risks, and compliance challenges. However, with the traditional or ERM approach, the goal is to protect the company 
against tangible, knowable, and measurable risks that might arise during the normal course of business, relying on 
historical data to develop future mitigation strategies. Such traditional loss-control programs are not designed to address 

                                                             
2  “Global risk management survey, ninth edition,” Deloitte University Press, May 13, 2015. 
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strategic risks that are disruptive to an insurer’s essential value proposition or fundamental business model, and which are 
generally difficult to foresee, measure, and minimize. This is borne out by the findings of DTTL’s 2015 Global Risk 
Management survey, in which about four in 10 insurance respondents said they found identifying and managing new and 
emerging risks extremely or very challenging.3 This could be one of the primary reasons why strategic risks have fallen 
between the cracks at many insurers. 
 

In addition, ownership of such exposures is often not clear. Do they come under the purview of those 
responsible for setting strategy? Is it the responsibility of senior management and the board, or line-of-business managers 
to scope out strategic risks and prepare the company to respond? As we discuss later in this paper, adding an SRM 
mindset and implementation structure is essential for insurers to answer such questions and deal with potentially 
disruptive threats. Another factor hindering recognition and response efforts is that while insurers have gained 
considerable expertise in managing and monetizing insurable risk, the exposures they generally deal with are largely 
those arising in the normal course of business, with the maximum downside potential generally measured in terms of 
achievement of planned profitability goals. What about the risks that emerge from outside their lines of business or even 
their industry, in terms of changes in the way their products or services are conceived, sold, accesssed or maintained? 
Such disruptive developments could end up undermining or perhaps destroying the value of a particular insurance 
company’s core function and business model. They might even threaten the viability of an entire subset of the industry. 
These existential threats fall within the emerging discipline of SRM. There have been many instances in various 
industries illustrating the potential consequences of failing to recognize and manage strategic risks. One prime example is 
the disruption of the video rental business, culminating in the dramatic collapse of Blockbuster, once the industry leader. 
Blockbuster achieved rapid growth due to its differentiated strategy of offering a wide selection of films at large retail 
outlets, including localized movie catalogues based on neighborhood demographics. Blockbuster dominated the video 
rental market until Netflix found a way to change the game by allowing customers to choose movies online and then 
delivering selected DVDs directly to a customer’s home via the US Postal Service. As Michael Raynor, director at the 
Deloitte Center for Integrated Research, notes in his chapter in a new book about ERM,4 “Blockbuster is no more not 
because it failed to grapple with the risks associated with its internal context, but because it failed to assess correctly a  
specific risk in its external context, specifically the risks of and to its strategy." 
 

Later on, Netflix overcame its own strategic risks by streaming movies and TV shows directly to consumers 
over the Web, as well as by producing its own content rather than just distributing the work of others. The Blockbuster 
example highlights the nature and sources of strategic risks and illustrates how SRM differs from operational and 
enterprise risk management in two fundamental ways. 

• For one, SRM primarily addresses potentially disruptive changes in society, technology, and/or the economy, 
posing potentially overwhelming competitive threats. 
• The second and perhaps most important distinction with SRM is that traditional risk management and ERM 
generally don’t address the potential upside of risk, while strategic risks usually have a “flip side,” in that they 
often come with an opportunity to achieve significant growth and differentiation if accounted for effectively and 
in time. 

 
The question for insurance carriers is whether they are prepared to recognize the presence of similar existential 

threats arising in their own industry, as well as respond quickly and effectively once they do. Insurance carriers should be 
scanning and reacting to “what if” scenarios that may be taking shape in their business landscape, undermining 
assumptions about how they design their products, engage with customers, and/or deliver their services. 

 
Lack of Insurance 
 

Although it’s easy to perceive insurance as a cost, in reality, it’s probably one of the biggest value adds to any 
business. Devastating events such as natural disasters can single-handedly bring a business to its end, quickly and without 
any prior warning. Insurance can effectively minimize the damage cause by these unforeseen events, which in some 
instances can mean saving a company from having to close its doors – that’s a tremendous amount of value. However, 
many small businesses and young companies are often underinsured. As NBC News notes, this is for two reasons: First, 
they may not have the capital to acquire all the insurance they need to cover their bases. Second, they are unaware of 
what they need to insure and don’t take stock of their insurance needs regularly, so their companies outgrow their 
coverage. 

                                                             
3 Ibid. 
4 Michael E. Raynor, “The Risks ‘of’ and ‘to’ a strategy: The case of Blockbuster and the need for strategic flexibility,” 
Enterprise Risk Management: A Common Framework for the Entire Organization, Butterworth-Heinemann; 1st edition 
(September 2015). 
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“One of the biggest lapses is in the area of business interruption insurance,” Clair Wilkinson, vice president at the 
Insurance Information Institute, explained to the news source. “This kind of coverage, which you might need to buy 
separately from a standard business insurance package, can be critical after a natural disaster, fire or power failure that 
shuts your business down. Business interruption insurance covers lost profits and operating expenses, such as salaries, 
that must still be paid even when a company can’t operate.” 
 
The Perks of Insurance to Risk Management 
 

For young businesses, insurance should be a crucial cornerstone in risk management programs because it brings 
so much to the table. Risk Management Monitor recently discussed some of the core benefits of risk management: 
Protection from financial loss – For young businesses, a multitude of things can go wrong, from natural disasters to theft 
and burglary. Insurance can be a key tool in preventing financial losses in the early stages of the game. When companies 
have small budgets, even having to buy a new laptop because a thief stole one from the office can be devastating. 
Better reputation – New businesses are always looking for financial support, whether it’s from angel investors or banks. 
Having insurance reflects well on the company and makes the owner look responsible, which can help secure that 
necessary loan or investment. 
  

Improve liability – General liability insurance protects entrepreneurs against unforeseen everyday threats, 
whether it’s someone slipping on their floors or getting their fingers jammed in the door on the way out. There are only 
so many things businesses can prepare for, liability insurance helps entrepreneurs prepare for the rest.  

 
Implications for Insurance Regulation 
 

A common theme of our work is that regulation has major effects on all important functions of the industry, 
including pricing, underwriting, reinsurance, product design and investment activity. Therefore, regulation is not only 
important for our understanding of insurance markets; it must be properly designed to ensure both efficient function and 
future stability of the sector. Two institutional features of the insurance sector introduce unique challenges to its 
regulation.  

 
First, insurance companies can take significant risk on the liability side, as demonstrated by the rapid growth of 

variable annuities and captive reinsurance over the past 15 years. These risks developed due to accounting standards and 
capital regulation that are less developed and more inconsistent than the asset side of the balance sheet. Much 
improvement is necessary with respect to accounting standards and capital regulation for guaranteed investment products 
and captive reinsurance. 
 

Second, life insurance liabilities are not prone to runs in most countries. Therefore, capital requirements that 
apply to banks, especially short-term risk constraints designed to prevent runs, may not be appropriate for insurance 
companies. In fact, short-term risk constraints can actually increase the long-term risk of insurance companies, if asset 
markets are mean reverting (i.e., high returns follow low returns, on average). We believe that insurance companies 
should be evaluated based on long-term value-at-risk measures that are extensions of short-term measures for banks. 
Of course, measurement of long-term risk is challenging and potentially sensitive to reasonable variation in modeling 
assumptions. A fundamental problem with the insurance industry is that no one knows the market value of liabilities, and 
the data necessary for doing such a calculation are far from complete in the public financial statements. We see the recent 
trend toward captive reinsurance as a step in the wrong direction. Complete and transparent financial statements are 
essential for rating agencies, investors and academics. 
 

Finally, we would like to see more active discussion between academics and regulators on the costs and benefits 
of regulation. Tighter capital regulation reduces the likelihood of failure, but it also raises prices and shrinks the size of 
consumer financial markets. These effects can be large. For example, we estimate that in the absence of shadow 
insurance, life insurance prices would rise by 18 percent and the life insurance market would shrink by 23 percent 
(Koijen and Yogo 2014). We hope that our findings will contribute to the current policy debate on whether to ban 
shadow insurance as well as impose new capital requirements for systemically important insurance companies under the 
Dodd-Frank Act. 

 
Implications for Global Insurance Markets 
 

The same risk factors that we have identified in the United States are present in other countries. Life insurers in 
continental Europe (e.g., Germany and Italy) and Japan have sold large amounts of guaranteed investment products. The 
low-interest-rate environment poses a severe challenge for these life insurers.5 Since their liabilities are not marked to 
market, neither the existing losses nor future risks are immediately transparent. 
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The European reinsurance market is large, but the data necessary for measuring the size of the shadow insurance 
sector are not publicly available. Under the 2005 Reinsurance Directive, reinsurers can domicile anywhere in the 
European Union and can assume reinsurance from any other country. For capital and tax reasons, many reinsurers are 
domiciled in Luxembourg and Ireland. It is not yet clear how Solvency II, the new European regulation planned for 2016, 
will address potential loopholes in capital regulation. 
 
 

CONCLUSION 
 

Being proactive rather than reactive in dealing with strategic risks has become an imperative in this rapidly 
evolving economy and culture. At a minimum, the radical pace at which innovative technologies and new competitive 
paradigms are penetrating and disrupting nearly every area of business is likely to challenge the fundamentals and 
standard operating procedures of the insurance business more than ever before. Insurers, therefore, should be preparing to 
respond to such strategic-risk events with a non-traditional approach. They can start by establishing an SRM discipline 
throughout their organization. By building SRM capabilities, insurers can institutionalize processes to spot and manage 
strategic risks in time to make a course correction, while improving the odds of not only catching a disruptive trend 
before the competition does, but also before it threatens to overwhelm their business model. Meanwhile, SRM changes 
the mindset from defense to offense, by identifying opportunities to grow rather than just fend off emerging threats. 
The alternative is to deal with strategic risk on an ad hoc basis, which could result in a carrier being caught unaware of a 
potential existential threat on the horizon, or at least undermine an insurer’s ability to respond in a systematic way—not 
only to ward off the challenge, but to capitalize on it. 
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ABSTRACT 
 

At present, the number of enterprises increases  each year, and makes the business sector's competitiveness is more 
intense. Financial institutions have to improvement of strategy to create a business competitive advantage . This study aims to 
review factors and influences of e-banking service quality corporate image and perceived value affecting the e-satisfaction e-
trust and e-loyalty by studying on the development of e-banking service quality in Thailand for enhancing its competitive 
advantage.  
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INTRODUCTION 
 

At present, the business sector’s competitiveness is more intense because of new business sectors entering the 
market all the time as well as the economy is improved under various measures of the Government that aim to stimulate the 
growing of economy. Thus, the number of investors is increased each year. Electronic banking has changed customer banking 
behaviors and gradually become an indispensable banking tool (Daniel & Lin, 2016). Technology has a role in making 
financial transactions more. Such bank has the technology to help customer in making financial transactions by various 
websites is one of the technologies that have been applied in providing banking services online . The model offers identical. 
Measuring service quality on the site is an important tool that enables service providers to know that hope . Recognition of the 
service in view of the service may include the satisfaction of the users on the site. This is to improve service quality to meet 
the needs of consumers . From the above reasons, the researcher is interested to study on the e-service quality. The objectives 
of this study are to: 1) review the factors on e-banking service quality corporate image and perceived value that affects the e-
satisfaction e-trust and e-loyalty, 2) review the influences on e-banking service quality corporate image and customer 
perceived value that affects the e-satisfaction e-trust and e-loyalty, and 3) initiate a development of e-banking service quality 
model in the financial service industry  for enhancing its competitive advantage. 
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LITERATURE REVIEW 
 
 E-Service quality refers to encompass all phases of a customer’s interactions with a corporation: the extent to which 
an electronic system facilitates efficiency and effectiveness in service delivery . Also, e-service quality is defined as a 
consumer’s overall evaluation and judgment on the quality of the services that is delivered through the internet (Bauer et al., 
2006; Liao et al., 2011; Parasuraman et al., 2005; Santos, 2003; Zeithaml et al., 2002). 
 
 Corporate image refers to perceptions about a brand as reflected by the brand associations held in memory . Also, 
corporate image is defined as a filter which influences the perception of the operation of the company  (Grönroos, 1984; 
Keller 1993, p. 3). 
 
 Perceived value refers to an interactive relativistic preference experience that involves an interaction between an 
object and a subject. Also, perceived value is defined as a concern for price paid relative to quality received (Lichtenstein et 
al.,1993; Holbrook, 2006). 
 
 E-satisfaction refers to a feeling or attitude in the customer related to one service or product after using it . Also, e-
satisfaction defined as a result of comparison between what a customer expects about services provided by a service provider 
and what the customer receives in actual terms (Jamal and Nasser, 2003; Caruana et al., 2000; Parasuraman et al., 1988). 
 
 E-trust refers to the degree of confidence customers have in online exchanges, or in the online exchange channel . 
Also, trust is defined as the willingness of a party to be vulnerable to the actions of another party based on the expectations 
that the other will perform a particular action important to the trustor (Ribbink et al. 2004; Mayer et al., 1995). 
 
 E-loyalty refers to consumer’s intention to revisit the website of internet banking in the future. Also, e-loyalty 
defined as the tendency of customers to continue using specific website, frequently visit it, and show high site adhesion wit h 
high detention time (Anderson and Srinivasan, 2003; Amin et al., 2013; Ramsook-Munhurrun and Naidoo, 2011; Zeithaml et 
al., 1996). 

 
 

CONCEPTUAL MODEL 
 
 From the literature review, the researcher intends to initiate the e-banking service quality model to create business 
competitiveness advantage. The construct variable is of E-Banking Service quality, Corporate image, and Perceived value. 
The latent variable of each element is shown as Figure 1. 
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LIMITATION 
 

This study is a review of the relevant literature. The study reviewed the main parameters  and sub-parameters in 
the model. Creating this framework and developing models  for e-banking service quality in Thailand were made, along 
with the schemes  of the research study. 

 
From the conceptual model, the researcher found that the e-banking service quality derived from corporate 

image e-banking service quality and customer perceived value that affects the e-satisfaction e-trust and e-loyalty. 
 

FIGURE 1 
CORPORATE IMAGE AFFECTS THE E-LOYALTY 

 
From Figure 1, it is found that Corporate Image has a positive affect to e-loyalty which is in accordance with the 

research of Coelho and Sondoh Jr., 2007; Esteves, 2007; Ferreira et al., 2010; Bravo et al., 2012; Huang et al., 2014;  
 

FIGURE 2 
CORPORATE IMAGE AFFECTS THE E-SATISFACTION 

 

From Figure 2, it is found that Corporate Image has a positive affect to E-satisfaction which is in accordance 
with the research of Hsu et al., 2006; Kassim and Souiden, 2007; Kuo and Ye, 2009. 

 
FIGURE 3 

E-SERVICE QUALITY AFFECTS THE E-SATISFACTION 
 

From Figure 3, it is found that E-service quality has a positive affect to E-satisfaction which is in accordance 
with the research of Cristobal et al., 2007; Chang et al.,2009; Siu et al., 2010; Sabiote et al., 2012; Kandulapati and 
Shekhar Bellamkonda, 2014; Amin, 2016. 

H1 

H2 
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FIGURE 4 
E-SERVICE QUALITY AFFECTS THE E-LOYALTY 

 

From Figure 4, it is found that E-service quality has a positive affect to e-loyalty which is in accordance with the 
research of Swaid and Wigand, 2009; Kim and Kim, 2010; Pearson, (2012); Alonso-Almeida et al., 2014; Wen et al., 
2014; Stamenkov and Dika, 2015; Ali Naghi et al., 2016. 

 
FIGURE 5 

E-SERVICE QUALITY AFFECTS THE E-TRUST 
 

 
From Figure 5, it is found that E-service quality has a positive affect to E-Trust which is in accordance with the 

research of Purani and Sahadev, 2008; Paramaporn et al., 2014; Al-Debei, 2015; Arya and Srivastava, 2015; Kundu and 
Kumar Datta, 2015. 

 
FIGURE 6 

PERCEIVED CUSTOMER VALUE AFFECTS THE E-LOYALTY 
 

 
 From Figure 6, of literature review, perceived customer value affects the e-service quality directly which is 
consistent with the research of Jasmina et al., 2012; Fuentes-Blasco et al., 2010; Rajat Gera, 2011; Chang and Wang 
(2011); Marimon et al., 2012; Paramaporn and Charles, 2016. 
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FIGURE 7 
PERCEIVED CUSTOMER VALUE AFFECTS THE E-TRUS T 

 
 From Figure 7, of literature review, perceived customer value affects the e-trust directly which corresponds to 
Baker and Crompton,2000; Lin, Chiu, and Hsieh,2001; Zeithaml et al. 2002; Teng, Hung, and Tsai,2007; Teng, C.I., 
Hung, K.W., & Tsai and I.L. ,2007; Yi-Hui Liang,2012. 
 

FIGURE 8 
E-SATISFACTION AFFECTS THE E-LOYALTY 

  

 
From Figure 8, it is found that e-satisfaction has a positive affect to e-loyalty which is in accordance with the 

research of Ribbink et al., 2004; Chaniotakis and Lymperopoulos 2009;  Aguila-Obra et al., 2013; Rouibah and Benjamin 
Lowry, 2014; ludin and cheng, 2014; Chinomona et al., 2014; Bressolles et al.,2015. 
 

FIGURE 9 
E-SATISFACTION AFFECTS THE E-TRUST 

 

 
From Figure 9, it is found that e-satisfaction affects the e-trust positively which is consistent with the research of 

Ribbink et al., 2004; Purani and Sahadev, 2008; Tao Zhou et al., 2009; Kassim and Abdullah, 2010; Mohsin Butt and 
Aftab, 2013. 
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FIGURE 10 
E-TRUST AFFECTS THE E-LOYALTY 

 

From Figure 10, it is found that e-trust affects the e-loyalty positively which is consistent with the research of 
Chiu et al. 2009; Kassim and Abdullah, 2010; Carlson and O'Cass, 2012; Mohsin Butt and Aftab, 2013; Rana et al., 
2015; Yu and Asgarkhani, 2015; Daniel and Lin, 2016;   

 
 

CONCLUSION AND RECOMMENDATION 
 

The literature review of 49 articles enables to create conceptual model of e-banking service quality to enhance 
business competitive advantage in Thailand as following . The e-banking service quality has positive effect on operation 
in term of customer satisfaction customer loyalty and organization profit . The commercial bank uses the e-banking 
service quality will have a competitive advantage. The e-satisfaction e-trust and e-Loyalty affects by Corporate Image 
factor which consists of competence, agreeableness and innovation . The e-banking service quality factor composed of 
efficiency, fulfilment, system availability, privacy, responsiveness and contact. For perceived customer value factor, it 
may include functional value, social value and emotional value . The three latent variables affect the e-satisfaction e-trust 
and e-Loyalty by e-satisfaction factor which consists of expectation, attitude and e-banking experience that affect to e-
trust and e-loyalty. The e-trust which are measurable by ability, integrity, and benevolence that affect to e -loyalty. Also, 
the e-loyalty can be measured by word of mouth, recommend to others and repurchase intentions . The improvement of 
the Electronic Banking Strategic Model can gain from the business competition should be implemented 100 % in order to 
get both quality and quantity . 
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ABSTRACT 

 
This work aims to analyze the relationship of the diversification of products with the brand positioning and his 

time with business growth, on the assumption that the strategy is applicable in the diversification of products for brand 
positioning and generate a considerable business growth,  In this analysis used the qualitative method on the basis of a 
case study of an efficient company that complies with the requirements to be applied the theory of resources and 
capacities because of their activity and business history. In conclusion, the case study we provides relevant data that 
allows you to identify the correlation between the diversification of products and brand positioning, and that these in turn 
are important factors for business growth due to the needs that arise when diversifying the production, such as 
broadening the current facilities or opening new plants for the supply of production. 
 
KEYWORDS 
Business Growth, Strategy, Diversification of Products, Brand, Positioning 
 
 

INTRODUCTION 
 

One of the important thinkers in the world of marketing Sun Tzu referred that the time to have a victory in hand, 
it should not be reused the same technique, but it should evaluate the circumstances and diversify methods to continue to 
infinity. Within the theory of resources and capabilities, the brand is considered as an added value that allows companies 
to generate a competitive advantage. In this way, it is that it becomes a powerful weapon that can be used as an effective 
strategy. Globally, companies are making efforts to meet the needs of customers by offering a lot of products. This action 
can be defined as an expansion of product line, product proliferation or increase the variety of products (Connor, 1981). 
 

Following the contributions of war, Vargas-Hernández, and Bojorquez Bojorquez (2014) within industries, 
companies develop strategies for their existence, among which are: 

 
A. Implementation of diversification. 
B. Product structures. 
C. Adapt products to customer needs. 

 
The company may consider the proliferation of products as a development strategy for the share in the market 

that will allow its brand to have a dominant position (Laurent, 2014) and in turn can generate business growth. 
 

 
BACKGROUND AND LIMITATIONS 

 
Background 
 

In studies conducted in the framework of strategic management, it can find different theories that allow analysis 
of the growth of the company. This article primarily will discuss the theory of resources and capabilities, which is 
focused mainly on making sense and use to the resources available to the company, which are used for the generation of 
strategies. These resources, in turn allow the differentiation of companies within an industry where success or failure is 
the result of the correct or incorrect management of its own resources. 
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The best way to implement a strategy, it should take the actions taken by competitors into account, because, as 
mentioned above, the companies have different resources that allow them to compete. Thus, observing the behavior, it 
gives the company a generic vision of actions to take to compete with the resources it currently has and can apply them 
differently as charged by its competitors (Garces and Fong, 2014). Castañas and Helfat, (1991), mention that this theory 
thrives on agency theory mainly because economic incentives are the main influence on the development of capacities 
and utilization of organizational resources.  

 
When used efficiently the resources of the company based on production, they are effective until such time that 

rival firms manage to make uniformity in that characteristic that once provided a differentiation. This is the importance of 
applying resources effectively and continuously to maximize business income (Fong, 2005). Teece, Pisano and Shuen 
(1997), introduced the dynamic capabilities theory, which mainly consists of that ability of organizations to adapt and be 
able to change at the right time.  

 
Focused on the main theme of this article, the relationship with the theory rests on the point that diversification 

is considered as the use of internal company resources to strengthen one of its intangible resources. In this case the 
branding, and implementation of strategies can be done in any area of the organization. 
 
Limitations of the study 

 
When is made a case study of a company that is now known worldwide, it is faced the reality of the lack of 

internal information, such as sales data, which could serve as evidence to prove the facts embodied in words. So, this 
analysis intends to make the implementation of strategic management theories and show that in reality, these are theories 
that allow maintaining a comprehensive concept of implementation in the business environment. 

 
This paper tries to answer the question: Is the product diversification strategy to position a brand and in turn, 

these two actions allow company growth? 
 
It is important to know that a company has the opportunity to develop outside its everyday environment. So, a 

strategy must always go hand in hand with growth of it. It can be taken as a starting point vertical integration. Vertical 
integration refers to the joint venture in order to achieve economies of scale that may involve opening up opportunities in 
new markets. It is necessary to evaluate the structure, organizational control and bureaucratic costs; and product 
diversification, which involves creating innovative products, different from the existing, i.e. they are not similar or may 
have a certain relationship. These two concepts belong to the variety of strategies that can be used to create advantages 
and company growth (Vargas-Hernandez et al. 2014). 

 
In Figure 1, it can be analyzed that an applicable strategy would be through diversification of products and brand 

positioning to achieve new markets that allow the organization to increase its segments and expand into new territories. 
 

Assumption of Study 
 
Under the assumption that the strategy is applicable for product diversification in order to position a brand and 

this in turn generates business growth given the need to satisfy a portion of larger market which it initially had. As part of 
this study, although the literature presents its claims to such events, most cases usually leave aside the issue of a good 
brand management for the growth of the company, despite being regarded as an intangible asset that generates product or 
service recognition in the minds of consumers.  
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FIGURE 1 
BUSINESS GROWTH 

 

 
Sources: Own Elaboration 

 
 

It can be inferred that a product or service generates an acknowledgment by the consumer to the extent that it is 
in different forms and functions within a market segment which frequents. When a company decides to diversify its 
products, it must have a broad vision that allows it to determine at that time what the consumer is willing to buy, not 
necessarily to create a new or different product, making product reengineering or implementing new technologies for 
development is what makes it different (Mazzucato, 2002). Bowman, creates one based on the positioning strategy which 
is named "The clock strategy Bowman" for the sole purpose of generating a competitive advantage based on what 
customers want or need at that time, offering differentiation from its competitors by through improved its product.  

 
The clock is intended to represent the different market positions that customers have different requirements in 

terms of perceived value and cost constraints. Therefore, primarily it seeks to demonstrate the actions mentioned as a 
cycle of cause and effect, which can be taken by companies to obtain positive results in the market in which it operates, 
as it can be shown in figure 2. 
 
Research Objective 

 
To analyze the current situation of an efficient company through its history of business growth that meets the 

appropriate characteristics to represent the cases of the different theories that comprise a part of the framework of 
strategic management, to demonstrate the impact of diversification of products in brand positioning, and this in turn 
foster business growth.     
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FIGURE 2 
CLOCK OF THE STRATEGY OF BOWMAN 

 

 
 

Source: Bowman & Faulkner, (1997) 
 
 

LITERATURE REVIEW 
 
Concepts 
 

It is important to create the conceptualization, to allow pointing out ideas and managing an appropriate approach 
in the study. Therefore, this conceptualization begin by defining product diversification from the concept of strategy is to 
make changes in the product in order to enter new markets and generate economies of scale or scope (Vargas-Hernandez 
et al. 2014). Within three types of diversification, but especially the two that approach that is diversification enabling 
entry into new markets without changing the production base it has and the diversification that allows the extension in the 
same market is enhanced but with a different technology. 

 
The brand from the economic point of view is an "added value" (Sierra, 2009); while Healey (2008) defines it as 

a promise of satisfaction and Keller (2008) considers the choice of a name, logo, symbol, or characteristics that 
distinguish one product from another. Positioning a brand is to give a place in the minds of consumers, so that this relates 
the image with different characteristics, such as quality, which is a fashion, prestige, income etc.  From this, it gets brand 
recognition in the way it meets the expectations expected by the customer, which makes it important to relate the 
diversification of products with the brand positioning. 

 
Business growth from the point of view of Penrose is the growth rate of the company that is primarily due to the 

ability of this, it has to manage its capabilities that currently account (Penrose, 1959). She defines the company as a set of 
tangible and intangible assets, which are as productive in making decisions management (Penrose, 1959). 
 
Theory 
 

Based on the research object, literature theory of resources and capabilities, which rises to a study of the strategy 
seen from inside companies, the pioneer of this theory is Penrose (1959), in his work The theory will of the growth of the 
firm. In this book, she sustains being of paramount importance that companies must assess their internal resources, as 
they are the ones that allow them to growth in the market. 
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The diversification strategy to create a competitive advantage in a market, (Vargas et al, 2014) consists of three 
points: 
 
1) enter the market with new products, 
2) extend in the same market with new products, and 
3) enter new markets based on a different area of technology. 
 
By the basic theory of economics and marketing with contributions from Michel Porter (1981) based on a strategy, he 
conceptualized three strategies to make it to its customers compared with its competitors. These three main groups of 
strategies are: 
 
1) cost leadership strategy, 
2) differentiation strategy and, 
3) focus strategy. 
 

This paper mainly focuses on differentiation strategy to provide customers with a product that is valuable and 
different than others. When a product has such features, consumers are willing to pay a higher price. Some of the features 
are quality, design, luxury, reputation, etc. Generally, these characteristics are related to the brand positioning. In most 
countries, the main strategy is to recognize a product based on quality, service, presentation and design. Hence the brand 
goes beyond a simple name (Sierra, 2009). 
 

In one of his theories, Peng (2012) mentions that this differentiation can be achieved through a VRIO framework 
which is to create a valuable resource for the company consisting of a value, rarity, difficult to imitate and has an 
organization of resources and capabilities that the company owns. When the frame is applied to VRIO product 
diversification, it can be possible to get the company to have competitive advantage for longer time that generates new 
products, because competitors can hardly imitate. 
 

The view based on resources (RBV) indicates that the advantage based on the results, is an efficient combination 
of resources and capabilities of the organization. It is found it difficult to imitate costs and competition when it tries to do 
so (Barney, 1991). There is no doubt that these factors are important for creating competitive advantages but it must 
considered that there are external factors that directly influence the decisions of the companies.  
Paradigms in strategic management were basically consist between the paradigm of competitive forces approach (Porter, 
1981) and from the resource-based (Penrose, 1959) perspective.  The first consists in that the shares of a company can 
open paths of competitive advantage in a market and the second stands out mainly that each organization may be unique 
and competent if it knows to manage its resources. Pure skills (Collis, 1994), are mainly obtained from the proper 
implementation of the strategies that will allow the organization to be more efficient as it has more resources, but it must 
not lose sight that lies within an environment in which are more influential factors than internal ones. These are 
competition, market, imitation, etc. 
 

Although Alchain and Dmsetz (1942) differ with the view of Collins, noting that efficient production depends 
not only on the heterogeneous resources owned by the organization, but is finding the relationship in which the 
maximization of both to have a more precise application within strategies that the organization chooses to apply. To the 
extent that capabilities become distinctive across organizations, allowing them to have a competition in which rivals have 
difficulties to imitate, and this difference is mainly based on the experience acquired by the staff within the organization 
as far as they have the ability to create, acquire and store this knowledge so that it can be transferred only within the 
organization (Barney, 1991). 
 

Therefore, capabilities within an organization are paramount for strategies that allow them to evolve and stay 
within competition, as mentioned above, without any slope to be imitated by other organizations (Collis, 1994). But, is it 
possible that the resources and capabilities enable the organization to be competent during the life? Maybe it's not the 
only means by which organizations can survive before a competent world. It must be considered various factors that may 
end with their strategies, such as environmental threats and weaknesses within it, because as it might be expected. Hardly 
an organization is perfect, and for more resources and capabilities they may have, if its weaknesses are bigger, will not 
have the ability to generate strategies that allow it to survive in the market (Peng, 2012). 
 

Generating a value chain within the organization can take advantage of opportunities for growth and 
differentiation, considering as a value chain to all business activities in which it develops, produces and markets products 
and services (Barney, 2008 p. 81). In his virtuous circle, Penrose notes that at the time the company divides the work or 
specializes in it, the growth of the company is generated and thus can exert diversification. Taking into account that 
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diversification may be related or unrelated to the activities of the company, it is critical that strategies can be met with 
capabilities that the company has used. 
 
 

RESEARCH METHODOLOGY 
 

Case's unique design is used, with the aim of generating a broad analysis of the concepts of understanding in 
different areas: business unit, its brand and product diversification by level. Some data were taken from the Mexican 
Automotive Industry Association (AMIA) reflecting the niche market of the sale of motorcycles in Mexico and exports 
and imports worldwide, with the objective of analyzing the desirability and scope of the company Ducati as well as data 
of the same company on its growth in recent years, based on the implementation of the diversification of its products. It 
should be noted that it is a qualitative study. 
 
 
Beginnings and evolution of the company´s strategy of diversification 
 

Within the automotive industry, there is an important ramification: motorcycles. In the global market, the 
leading motorcycle brands that are competing are BMW, Harley-Davidson, Ducati, Suzuki, Keeway, Yamaha, Caravel, 
BRP and Honda, brands that stand out for having a variety of products and sale of complementary products for 
motorcycle industry as well as accessories, clothing, among others.  
 

In this article, the focus is on analyzing the company Ducati, mainly for its history and unique desmodromic 
distribution system, VRIO value that remains within the career motorcycle market as a pioneer. Ducati Motor Holding S. 
p. A, is an Italian company founded in 1926. Its Italian style is present in all its bikes, retaining a timeless style make for 
a company that can hardly be achieved. Superbike, Monster, Streetfighter, Hypermotard, Multistrada and the new Diavel 
are represented in more than 60 countries around the world, the dream of the most passionate riders (Ducati, 2015). 
Starting with activities producing components for radio transmitters via an industrial scale, it opens its doors in the 
market. 
 

A product "Manens capacitor" designed for radio apparatus, immediately generating patents that provided an 
expansion of the company, generating international recognition (Ducati, 2015). Like any company Ducati begins as a 
small company born of an idea, within a family. Since its inception the brand bearing his name "Ducati" brand that since 
its inception has a strong meaning based on innovation, quality and prestige. It is not until June 1935, the construction of 
a factory, which was the main objective of creating an industrial and technological center, begins. In parallel Ducati 
began its overseas expansion in order to create direct service and assistance to its worldwide client’s greater weight 
(Ducati, 2015). The product scheme shown in Figure 3, which is the first structure. 

 
FIGURE 3 

DUCATI NETWORK IN 1926 
 

 
                    
 
The diversification tool for growth 
 

World War II destroyed its facilities in Borgo, but the Ducati brothers during the war studied and designed new 
products so that they could offer after the war. In September 1946, they designed their first auxiliary motor bike 
"Cucciolo", which became famous worldwide, becoming later on a miniature motorcycle. The Ducati brand therefore 
consolidated in the field of mechanics. Anticipating the results of a fatal disaster, this strategy gives them the main tool of 
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survival, addressing the needs of a devastated market. This event becomes the future of the world, because it drives 
companies to implement their creativity and use their resources and skills to rebuild their brands and products. 
 

During the 1952-1958 periods, Ducati were beginning with the manufacture of motorcycles, with a special 
feature that makes them distinctive from the others, the dermodrómic system. In 1969, when the competition begins to be 
introduced into the market, as a defense, Ducati starts updating its models enlarge the plant through new productive 
areas, where the first two-cylinder racing and road bikes would be built. Figure 4 compared with Figure 3, it can be 
observed how Ducati starts to diversify its products, maintaining its brand, now with a different concept, but still retains 
its prestige due to the diversification of products that allows it start its business growth while expanding its plant as the 
result of increasing its portfolio of products. 
 

FIGURE 4 
DUCATI NETWORK IN 1952-1958 

 
 

 
 

Ducati began to make the application of intangible resources owned, entering the market with new products that 
have the effect of giving greater market presence of its brand. In 1983, the company was purchased by the Group Cogiva. 
Therefore, Ducati grows its market segment, because it begins to introduce new models. In the 90’s Ducati begins with a 
transformation from being a metallurgical company to a company with a complete range of products, and selling 
motorcycles, accessories and clothing. For 2000 increased consolidation in the motorcycle market worldwide, while 
continuing to innovate in their products. 
 

FIGURE 5 
DUCATI NETWORK IN 2015 
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Brand recognition 
 

Ducati ranks first brand worldwide recognition according to statistics presented by Pied Piper (2015). It is 
Ducati brand Top Hotels in 2015, recognized by consumers and pointing to be the brand with the best overall 
improvement, registered with a Benchmarking study that studies the behavior of buyers by brand motorcycles. In graph1 
it can be seen that Ducati has a positive growth of 2, because consumers have in their mind the positioned brand.  In this 
study, it was awarded this recognition because it offer "Test” rides to convince the customer to buy the product (Pided 
Pieper, 2015). 
 

Is it a result of the diversification of its brand its success in the market? It can be deduced that there is sufficient 
statistical evidence that it is probably the success because Harley-Daividson, direct competition from Ducati for the top 
spot in brand recognition, has a similar diversification which has Ducati. Most however, its intangible resource it is its 
dermodromic system allows it to continue in its brand's rise because it is a difficult value added, rare, and difficult to 
imitate and its organization of resources.  
 

To strengthen its brand, according to the study by Tawfik & Leenen (2001), Ducati has a section called "World 
Ducati" where it can be found all kinds of products and services related to motorcycle, which are divided into six 
categories: 
 

GRAPH 1 
TOP OF MOTORCYCLE BRANDS 

 

 
Source: Pied Piper Prospect Satisfaction Index® U.S. Motorcycle Industry Benchmarking Study (2015). 
 
A. Racing. 
B. Advertising. 
C. Ducati Desmo Owners Club (DOC). 
D. Events. 
E. Ducati Museum. 
F. Ducati University (management and technical staff give lectures at universities World regarding their products 
and polytechnics). 
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Thus, Ducati is responsible for positioning its brand and creates the bond of trust supported by the various 
products and services that currently has. 
 
 
Business growth as a result of two factors 
 

Ducati covering market begins to grow with its appearance in Mexico, because in 2012, Audi Group acquired 
the brand Ducati to be sold in Mexico. Growth has been based on its new products launched. One of them is the new 
Monster 821 and Monster 1200 (Ducati, 2015). Through reengineering product is that it manages to maximize profits. By 
the time Ducati does not enter in the statistics provided by AMIA of Italian brands sold in Mexico. 
Table 1 shows the import of new motorcycles by country of origin in 2011 to the first half of 2014. 
 

TABLE 1 
IMPORTS OF NEW MOTORCYCLES BY COUNTRY OF ORIGIN 

 

 
Source: Elaborated by AMIA with data of Administración General de Aduanas 

 
The intention of presenting this information is to enhance that Ducati has a growth opportunity focused in 2012 

because the Italian brands in Mexico show a negligible percentage in the market for Mexican motorcycles. It is a point of 
action which Ducati has already begun to work. 
 

All countries have shown a decrease in imports except for China. But promptly it can be analyzed the 
participation of Italian brands, who are entering the Mexican market. In graphs 2, it is shown that Italy has a share of 1% 
in Mexico, the reason why it tries to enter the market with new products and with its recent partnership with Audi Group. 
 

GRAPH 2 
PERCENTAGE OF SHARE MARKET OF ITALY IN MEXICO 

 

 
Source: Own elaboration with data of Administration General de Aduanas 
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It will now be analyzed the main countries in which Ducati has worldwide sales. In Table 2, it can be seen that 
in 78% of countries where it sells its products, for 2013 Ducati had significant increases, while losing 22% of sales in 
other countries, which are below 20% decrease. 
 

TABLE 2 
SALES GROWTH AT DUCATI 

 
Country % of sales 

growth in 
2013 

Units sold 
in 2013 

México 8% 8804 
Brazil  74% 1174 
Europe  -3% 19743 
Italy -14% 4284 
United 
Kingdom 

16% 2742 

Asia 11% 5787 
Thailand 22% 3057 
Australia 13% 2132 
Japan 1% 2558 

Source: Own elaboration with data of Ducati 2015. 
 

In graph 3, it can be seen the percentage of sales that Ducati has in each country, which represents 2% increase 
in sales for 2013. 

 
GRAPH 3 

PERCENTAGE OF SALES OF DUCATI BY COUNTRIES 
 

 
Source: Own elaboration with data from Ducati 2015. 
 

Sales data show that the increase is significant in 2012 from January-December period to the year 2013. Based 
on the strategic alliance with Ducati Audi Group, with a vision of business growth, denotes favorable growth in revenues 
of Audi Group since 2013. Its revenue rose to 49 880 (48 771) million Euros (Audi Group, 2014). Table 3 shows the 
production of motorcycles for Audi Group, comparing the period 2012 to 2013 period. 
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TABLE 3 
PRODUCTION OF MOTORCYCLES 

 

 
Source: Estado financiero  Grupo Audi 2014, p-26. 

 
In the first period is shown 2012 data for the period from July to December is due to consolidation with Ducati 

was consolidated in July 2012. 
 
The year 2012 meant a drop in the motorcycle segment, but in 2013, it was observed a significant increase thanks to the 
appearance of Ducati, as a new brand on the undercard of Audi and thanks to product diversification (Audi Group, 2014). 
 
 

ANALYSIS OF RESULTS 
Ducati, a company with a history to recognize, hits the theory and demonstrates that it is possible unification of 

intangible resources for business growth, starting in a completely different market that penetrates today. It shows that his 
vision capability was exploited from the outset. Ducati does not lose the opportunity to enter the market showing an area 
of opportunity, and simultaneously sets the standard to be followed by its competitors. 
 

Moreover, it gets to keep its status within the market for five years, with a sales increase of 2% per year, which 
may seem small but is significantly good. Ducati constantly is applying reengineering of its products, improving what 
was the best product for today where the circumstances have changed, conserving resources if that is the main 
dermodrómic system. 
 
 

CONCLUSION 
 

Based on the comparisons made in the three action points of this essay, it can be deduced that the case study 
provides important data that allows identifying the correlation between product diversification and branding. These in 
turn are factors important for business growth due to emerging needs to diversify production, such as expanding existing 
facilities or opening new plants to supply the needs of production. 
 

The brand as a competitive advantage handled with proper management, provides a positioning in the minds of 
consumers and thus reinforces the market segment to which it is addressed. It certainly is a strategy that provides growth 
of framework VRIO companies. This is why it should be considered as an intangible resource with a high growth 
potential for the company. 
 

Product diversification is certainly to encompass the market, either horizontally or vertically.  It can avoid the 
lag in the company, because it is in a world where changes are the order of the day. It is not a static world. So companies 
should consider growth as a basic need and a way to survive as a competitive tool, identifying those actions carried out 
by competitors and to a continuous improvement. 
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ABSTRACT 
 

Owing to contemporary environmental challenges and prolonged global recession, there has been substantial 
investment in green technology around the globe, especially in green energies. Understanding technological innovation of 
green energies in a country is necessary for making policies in environment preservation and sustainable development. 
This study conducts a comprehensive study to investigate green technology innovation which more concentrated on 
green energies, and attempt to investigate the effects of the factors affecting technological innovation of green energies, 
especially in the environmental policy in Taiwan. There are six main sources of green energies, including Solar, Wind, 
Biomass, Hydro, Geothermal, and Wave/Tide in the world. The determinants of green energies’ technological innovation 
may be environmental policy, energy price, GDP, CO2 emissions and etc. The analysis is conducted using patent data and 
secondary data in Taiwan over the period 2000-2015. Ther are three findings from empirical results. First, there is an 
incremental growth tendency of green energy ratio in Taiwan energy supply, but it is still relatively lower than OECD. 
Secondly, technological innovation of green energies in Taiwan focuses on Solar and Wind energies. Finally, the main 
determinant of green energies’ technological innovation is environmental policy of feed-in tariff in Taiwan. 
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ABSTRACT 
 

Currently, Thai population has expanded dramatically along with the rapid growth of business. With the change 
of the Thai society, it results in business sectors focusing on self-benefits in which it causes conflicts among others and 
increase in human right infringement, criminal, and drugs cases. The statistics of the Metropolitan Police Bureau in the 
area of Thai Royal Police shows that the cases of violence against property have been increased up to 9,724 in 2015. This 
makes victims such Thai people have to be involved in a number of cases along with justice systems. The process of 
justice systems consist of three main divisions including (1) inquiry officials, (2) court prosecutors, and (3) courts. The 
inquiry officials are the first priority among justice system which play an important role in inquiring and collecting 
evidences and substantiality. Inquiry process is most important of the Royal Thai Police. However, the statistics of the 
Counter Crime Planning Division Department shows that a number of cases have not been completely inquired including 
2,405 cases of crime and 32 of traffic cases. When inquiry has not completely done, it affects chargers and suspects 
unfairly. The results of the study are expected that inquiry officials must act under the laws and regulations within a 
limited time and with a number of responsible cases. Inquiry officials performing large volumes of cases may result in 
inquiry performance become unfair and incorrect. It also could create wrongful acts or unethical actions when providing 
inefficient and ineffective investigation. An effectiveness of inquiry needs to be performed accurately, promptly, and 
fairly under law of a provision in the constitution.  
 
KEYWORDS 
Investigation, Inquiry Section, Inquiry Official, Accuracy, Prompt, Fairness  

 
 

INTRODUCTION 
 

Inquiry is an essential key of the Royal Thai Police Office due to criminal inquiry directly being involved in the 
administration of justice. This includes prevention of rights and freedoms of Thai people by law and in accordance with 
the social aspects of a mechanism to maintain the rule and regulations of law. In this relation, the Royal Thai Police 
Office realizes an importance of criminal cases as the beginning of the justice process. The Royal Thai Police sees the 
needs to accelerate the development of inquiry including inquiry officials, inquiry system, and inquiry procedures to 
meet effectiveness (Prosecution Affairs Institute, 2016). Within one year, (1January to 31 December, 2016), there has 
been 79,961 cases occurred under the responsibility of the Metropolitan Police Bureau(Police Information System, 
2017). With a high number of cases, it results in inquiry officials are unable to complete investigations within period of 
time and inquiry officials need to hustle investing the cases. With this hustle investigation, it could create mistakes or 
incompletion of such interrogation of the accused and/or witnesses that may not have enough details or supports. This 
also could be insufficient evidence gathered to support the cases when submitting a dossier to the Attorney Prosecutors. 
The Attorney Prosecutors may order inquiry officials to inquire the same cases over again when some incomplete cases 
are found.  

 
Although complete cases are good and fair to chargers and accused, it takes times to appoint those involved in 

cases in order to be inquired for more evidence. This result in the cases is delayed. Incomplete cases occur when the 
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inquiry officials having not enough professional manners and knowledge about investigations, laws, and regulations. 
This creates adversely impacts on inquiry officials as well as chargers and accused at the same time. Apirak Nukrai 
(2013) and Kanit Nanakorn, et., al (2016)mentioned in the Police Reform Roadmap that currently inquiry officials are 
having difficulties in investigational practices. They cannot perform their duties because the supervisors intervening the 
processes in which it makes the investigations do not distort the evidence. In addition, inquiry officials are not being 
promoted investigative as they should. Suriya Pankerd (2016)also claimed in the Police Reform Roadmap that people 
may understand that inquiry officials perform inquiry duties using all equipment such as weapons, guns, handcuffs, and 
radio communication provided by the government.  

 
But in fact, it is not. All of this equipment including computers and printers for inquiry processes are provided 

by inquiry officials. With all of those factors, it causes many issues among inquiry processes of inquiry officials and it 
results in inquiry incomplete. To deal with this matter, inquiry officials need to take full responsibilities in inquiry for 
any cases based on accuracy, prompt, and fairness in which this is the right of all citizens. They should be treated under 
the provisions of the Constitution. It also affects inquiry officials who are inquiring the cases. They could be seen as a 
wrongful act while performing the duties. This could make them being reported and/or reprimanded by commanders, 
others, and departments involved. In this relation, Anchoolee Theerawongpaisarn (2016) indicated that accumulative 
issues at works can create negative mind affecting inquiry officials. This also creates disillusionment, boredom, and 
pressure from accumulated stress within workplace. In some cases, inquiry officials commit suicide causing stressful 
investigations where they are responsible for. This study therefore examines (1) inquiry process of criminal cases of the 
Metropolitan Police Bureau, Thai Royal Police Office, (2) studies factors affecting work performance of inquiry officials 
to meet accuracy, prompt, and fairness of inquiry of the Metropolitan Police Bureau, Thai Royal Police Office, and (3) 
provides guidelines and/or suggestions for investing cases to meet accuracy, prompt, and fairness.  
 
 

LITERATURE REVIEW 
 
Competency of inquiry officials influencing performance of inquiry process 
 

Inquiry officials play an important role in collecting evidences, summarizing, and providing opinions to supports 
cases in order to give fairness for chargers and accused. Thus, inquiry officials need to have enough competency and 
knowledge, as well as experience and aptitude in investing cases(Panchda Siriwanbus et al, 2016). Knowledge of laws and 
professionals in inquiry are essential factors of inquiry officials to effectively perform duties(Kittisak Platong, 1993). Basic 
knowledge of laws can be also an important factor and it is the need for inquiry officials to support effective results of inquiry 
(Atthaya Tabthong, 1993). Basic knowledge of laws  have a significant influence on inquiry duties of inquiry officials 
including petition, investigation, and inquest(Surapong Meunpaopong, 1997).  The inquiry officials need to have knowledge of 
laws, problem solving, negotiation skills, and experience in the investigation, which cannot work interchangeable for each 
other(Pawat Nomklang, 2008). If the inquiry officials are not well-prepared for inquiry performance, it can affect the results of 
inquiry processes(Amorn Hongsritong, 2001).  
 
Incentive work performance influencing performance of inquiry processes  
 

Inquiry duties need be fully worked for inquiry officials. And it takes long time than other job responsibilities to 
meet completion at the right time. Extra income or over-time pays are not provided to support and/or motivate inquiry 
officials to complete inquiry processes. Inquiry officials need to provide themselves with all equipment including 
weapons, guns, handcuffs, radio communication, computers, and printers. Thus, incentive compensation and career 
progression can be the reason that inquiry officials of the Metropolitan Police Bureau may decide to work for other 
departments(Chan Watthanathum, 1992). When comparing with incomes of other positions in justices (e.g. prosecutors 
and judges), inquiry officials receive less compensation than others. This has not only given inquiry officials with 
lacking motivation to perform inquiry duties but made them deciding to change their position and/or job responsibility. 
Job motivation regarding career progression influence on effective performance of inquiry officials(Pichsal Panwattana, 
2015). If incentive compensation of inquiry is not enough, inquiry officials need to compensate spending own cash to 
support all equipment - weapons, guns, handcuffs, radio communication, computers, and printers as well as other 
expenses to complete inquiry duties. It can be seen that if inquiry officials spend all their salary and other compensations 
to support all equipment for inquiry processes, this creates lack of morale and motivation in inquiry performance(Pawat 
Nomklang, 2008). To deal with this matter, inquiry officials should be provided more incentive compensations to 
motivate inquiry performance. This includes positive relationship with commanders by giving encouragement rather than 
blaming with small mistakes during performing inquiry tasks. This can be an important factor driving inquiry officials to 
put more effort and fight with difficulties during inquiry (Kittisak Platong 1993). Inquiry officials those feelings losing 
career progression may also want to change their positions and/or job responsibility in order to work for another 
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department(Sasipen Puansaijai and Terdsayam Boonyasena, 2012). Inquiry officials having high too much workload can 
cause inquiry performance delayed(Panchda Siriwanbus et al, 2016)(Panchda Siriwanbus et al, 2016). In addition, 
imbalance of number of inquiry officials and amount of cases creates problems and difficulties in inquiry 
processes(Weerapong Boonyopas and Supattra Panvichit, 2013). 
Inquiry management influencing performance of inquiry processes   
 

Inquiry management refers to administration of staffs, budgets, number of cases, training and development, and 
vehicles. Inquiry officials need to be provided all equipment and others sufficiently. This creates positive impacts on 
inquiry effectiveness (Panchda Siriwanbus et al, 2016).However, the problems of the inquiry management are including 
difficulties in inquiry management, commanders, insufficient equipment, and compensations to support inquiry duties, 
rules and regulations, compensations to support inquiry officials, and job insecurity and lacking career progressions. 
These problems affect negatively on inquiry processes and performance such delay and incomplete (Amorn Hongsritong, 
2001).In addition, case management that not moving to the right direction can also have negative impacts on teamwork 
(inquiry official teams) (Weerapong Boonyopas and Supattra Panvichit, 2013). Difficulties in performing inquiry duties 
of inquiry officials includes inquiry management with insufficient teams and equipment to perform inquiry duties 
(Surapong Meunpaopong, 1997).  Effective inquiry management that successfully support inquiry processes needs to provide 
sufficient staffs and budgets(Kittichai Rujirawinichai, 2015) for inquiry processes. 
 
Intervention of inquiry influencing performance of inquiry processes   
 

Inquiry officials realize that given greater opportunities from commanders for independent consideration during 
performing inquiry tasks is an important factor. This builds strong confidence when making decisions in inquiry 
processes(Kittisak Platong, 1993). Inquiry officials those having insufficient independence in performing inquiry tasks 
and intervening authority from commanders can affect inquiry processes. In this relation, inquiry officials giving 
dependent opinion also have an effect on chargers and accused as they are not being treated fairly from inquiry processes 
(The Secretariat of the House of Representatives, 2014). In some cases, commanders order inquiry officials to refrain 
petitions with the reason to reduce criminal cases. This not only creates dependent inquiry significantly, but also giving 
unfair treats on inquiry officials (The Secretariat of the House of Representatives, 2015). Commanders intervening 
inquiry authority can also happen when inquiry officials are ordered to inquire criminal and traffic cases (Pawat 
Nomklang, 2008). Thus, inquiry officials need to perform inquiry duties independently without intervention of 
commanding system, influential party, as well as policy of organization(Panchda Siriwanbus et al, 2016). 
 
Inquiry processes influencing effectiveness of inquiry  
 

Inquiry officials perform inquiry processes starting with receiving petition, inquiring  cases, collecting evidence, 
and considering and giving opinion to support cases in order to meet effectiveness of inquiry (Surapong Meunpaopong, 
1997). Effectiveness of inquiry needs to have the process of evidence collection in order to prove the accuracy and rights. If the 
collection of evidence is incomplete, it results in inquiry process missing or delayed (Weerapong Boonyopas and Supattra 
Panvichit, 2013). 
 
 

RESEARCH FRAMEWORK 
  

Based on review of the literature, this study seeks to examine the factors influencing effectiveness of 
investigation. The factors including competency of inquiry officials, motivation, incentive work performance, inquiry 
management, and intervention of inquiry have an influence on inquiry performance of inquiry officials(Panchda 
Siriwanbus et al, 2016; Pichsal Panwattana, 2015; Weerapong Boonyopas and Supattra Panvichit, 2013) affecting 
effectiveness of inquiry (Surapong Meunpaopong, 1997; Weerapong Boonyopas and Supattra Panvichit, 2013). 
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FIGURE 1  
FACTORS AFFECTING INQUIRY PROCESS FOR EFFECTIVENESS OF INQUIRY  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

CONCLUSION AND EXPECTATION OF THE RESULTS 

 

This study expects that the results could help support more accurate, prompt, and fair results of an investigation. 
Inquiry officials need to perform inquiry duties independently. Competency of the inquiry officials in inquiring can be an 
important factor influencing inquiry processes in order to provide accuracy, prompt, and fairness for related party. They 
need incentive work performance including weapons, guns, handcuffs, radio communication, computers, and printers as 
well as other expenses to support inquiry processes. This aims to create accuracy, prompt, and fairness of positive results 
from investigation. Intervention of inquiry is the mainly reason creating dependent inquiry to the inquiry officials. To 
deal with this matter, commanders should not intervene the process of inquiry thus giving indecencies to the inquiry 
officials during performing the duties. Competency of inquiry officials, incentive work performance, inquiry 
management, and intervention of inquiry affecting inquiry processes have positive impacts on effectiveness of inquiry 
for the Metropolitan Police Bureau, Royal Thai Police.  
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ABSTRACT

At present, it is the era of free trade. Products and services received the standard to be accepted by consumers. 

Standard mark is an indication that the goods and services through the production process according to standard. Developing 

brand equity strategies "Standard mark" will increase the competitiveness of business. This study aims to literature review 

factors and influences of marketing mix, communication and customer relationship management affecting the brand equity 

and the performance by studying on development of brand equity strategy model of business in Thailand for enhancing its 

competitive advantage.

KEYWORDS

Brand equity, Marketing mix, Communication, Customer Relationship Management, Performance

INTRODUCTION

Under the current market competitiveness, consumer products have produced in the form of pre-packaged goods. 

There is a variety of sizes, types and forms of packaging. Standards will used as a guide in the supervision manufacturers 

produced a similar approach. Manufactured products under the certification process will be marked standards mark on label 

to demonstrate that consumer products through the manufacturing process standards. Majority standard system are voluntary,

expenses and non-expenses. The manufacturers not realize the importance of the standards system. The value creation and 

strength for standards system under the standards mark would result producing of manufacturers according to the standards. 

Manufacturers can take standard mark to optimize the performance and create differentiation from competitors. In addition, 

the authority could using this study as a guide to encourage entrepreneurs in producing goods to meet the standards. The 

objectives of this study are to: 1) review the factors on marketing mix, marketing communication and customer relationship 

management that affects the brand equity and performance, 2) review the influences on marketing mix, marketing 

communication and customer relationship management that affects the brand equity and performance, and 3) initiate a brand 

equity model to create a competitive advantage in business.

LITERATURE REVIEW

Brand Equity

Brand indicated a story about a product that consumers buy, products can be mimicked by competitors but the brand

is not. Products may quickly obsolete but a successful brand will continue forever. (Aaker, 1991) Brand have a role and 

importance of the marketing plan. Because the brand has been used as a strategy, to that product over a competitor. Evident 

from consumers to have confidence and feel that a brand is a valuable and better quality than products without the brand. 

Brand equity is worth adding that the brand given to products. (Farquhar, 1989), (Lia Zarantonello and Bernd H. Schmitt, 

2013). The brand equity measurement correctly and objectively as a measure for evaluating the long-term impact of 

marketing decisions (Simon & Sullivan, 1993).
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marketing decisions (Simon & Sullivan, 1993).
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Aaker (1996) stated that the brand is a set of assets and liabilities associated with the brand, its name and symbol to 

increase or decrease value achieved from the products or services or affect the business and clients of the company. These 

assets are divided into five groups include brand awareness, brand loyalty, perceived quality, brand association and others, its

proprietary brand assets (Keller and Lehmann, 2003), (Azadeh Sedaghati, 2012). Awareness is being considered in terms of 

the ability of people to learn about a product or service. Perceived quality of a product is on the minds of people. Brand 

loyalty is the result of continuous efforts to buy over time. (Martinez et al., 2009) Brand awareness is related perception of 

the people to remember more about the products or service over time. Brand association is related with things which is 

establish links to the product, which may be demographic, symbol, plan etc. Brand loyalty as a result of its continued 

intentions purchase products, particularly over time. (Chaudhuri & Holbrook, 2001) These reactions which is are the result of

the psychological and intelligence of the people. Brand loyalty leads to the word of mouth and create barriers to new 

competitors to enter the market. Loyalty of many customers would be considered a valuable asset, called the brand equity

Marketing Mix 

Marketing Mix is a critical component in the operation of the market and a tool that is used to meet the needs of 

target customers. (Kotler, 2003) The based on the concept of Kotler (1997) element of the marketing mix (4Ps) include 

product, price, place and promotion. In business, it is a need to create the right marketing mix to select a strategy consistent 

with the target market. The Company's performance is likely to be even more successful.

Kotler, et al (2009) stated that the dimensions of product has the model are defined differently as variety, quality, 

design, features, brand name, size, packaging, service and warranty. The dimensions of prices has the components are 

different as list price, discount period for payment and credit terms. The dimension of the promotion is elements different as 

sales promotion, advertising, sales force and public relations. Finally, the dimension of the distribution channel the elements 

are different as channels coverage categorized, inventory location and transport.

The quality of products will make customers get products with feel a sense of worth and make a difference in the 

product which customers generally feel that it is worth the purchase. The product is well diversified in terms of looks, colors 

and sizes to meet a variety of customer needs including making customers feel valued in adoption. (Chen & Tsai (2008), 

Chioveanu (2008), Kim & Hyun (2011))

Product pricing very reasonable compared to the quality when compared with competitors. As a result, customers 

will recognize the value. Customers will feel that the price paid to purchase the product is worth. Although the price is 

expensive, customers perceive that a product that is valuable and are willing to pay a reasonable. (Chioveanu (2008), Grewal 

et.al. (2003), Kim & Hyun (2011))

Sales promotion with advertising media such as billboards will give information about products via the store's 

website resulting in customer awareness of the value of the product. Also it is a good after-sales service by the replacement 

damaged product to our customers and product information before making a purchase. As a result, customers feel that this is 

a valuable commodity. So if a promotion was to make customers more aware of the value of more products as well. 

(Chioveanu (2008); Hansen (2008); Kim & Hyun (2011))

There are a variety of distribution channels such as distributors, orders via internet and shipment by mail. The places

has distribution sufficient, able to supply sufficient quantity per order and delivery on schedule. Customers will be impressed 

by something special in addition to the purchase of products to be used alone. Thus, promoting distribution channels 

increased will make customers achieve greater perceived value as well. (Chen & Tsai (2008), Hansen (2008), Kim & Hyun 

(2011))

Marketing Communication

Brand communication will act both verbal language and non-verbal language (Rita, John, Sameena & Feldwick, 

2003). Consumers as the audience start exposure (message) through the senses into the short-term memory. If the message is 

interesting or important to consumers, it will be put into long-term memory may be integrated into the subconscious. All of 

the individual consumer awareness is being creating a network of ideas and create an emotional connection, Allow 

consumers have a picture in mind regarding the brand or brand value is something that happens in the mind of consumers 

there. (Solomon, 2013) However, a marketing communication can be communicated to target audiences through multiple 

channels and in multiple ways, via the traditional communication marketing and new media. In communication Design, it is 

important to take into account the rapid changes taking place in the society as well as changes in communications technology,

such as the developing an innovative model of media’s impact on consumer behavior, media, target consumers. (Ellwood, 

2000; Rita et al., 2003; Solomon, 2013; Temporal, 2010) Communication should be integrated with the use of new media and

old media integration, sharing, taking into account the role of the media to match the behavior of consumer exposure to cause

the maximum communication effectiveness. (Feldwick, 2009; Temporal, 2010)

Duncan (2002) divides engine marketing communications into four groups: (1) Mass media contact is advertising as 

a tool for communicate information through the media without identifying recipients. (Duncan, 2005) (2) Situational contact 

is promotion (sales promotion), a group of marketing communication tools that are designed to convince consumers in the 

short term, to encourage the purchase of goods or services immediately (Kotler, 2003).   (3) Personal contact is a direct 

marketing, communication using one or more types of media communication to the target audience, to achieve results, the 

response from customers. The response must be measured (Kotler, 2003). And (4) Experiential contact, event marketing is a 

marketing communication for the various activities. The objective is to help build consumers' relationships with brands 

(Brand Association) (Duncan, 2005).

Marketing Communications is a process that affects brand awareness, perceived quality, brand association and brand

loyalty. (Ker-tah Hsu, 2012), (Amit Arora & et.al, 2009), (Hallouma Bouazza & et.al, 2013) Duncan (2005) has pointed out 

that, integrated marketing communications are process of creating brand value, must be cross-functional process to support 

client relationships (stakeholders). Communication positively affect brand equity both the events and advertising. Which 

corresponds to the research Lia Zarantonello and Bernd H. Schmitt (2013) studied marketing communications through the 

marketing activities with the brand equity found the exhibit. Special events support activities will have a positive impact on 

brand equity. Ker-tah Hsu (2012) studied the effects of advertising able to convince. And provide information on social 

services. And the company's reputation which is has a positive impact on brand equity.

Customer relationship management 

Customer relationship management (CRM) allows organizations to track and leverage every customer interaction to 

maximize revenue opportunities and improve customer loyalty. As well as helping organizations increase operational 

efficiency of their automated routines and standard best practices such as the acquisition, managing, services and extract 

value from their clients. Customer relationship management (CRM), objective to build strong long-term relationships that 

help our customers return repeatedly. It aims to help organizations build relationships with each customer. Both the company 

and the customers get the most out of the exchange to both sides have mutually beneficial in the long term. Customer 

relationship management (CRM) enables organizations to manage customer interactions more efficiently in order to maintain

their competitiveness on today's economy. Most entrepreneurs know who their core customer. But there are some who use 

the media to stimulate clients’ loyalty to develop. Firm is committed to creating and managing customer relationships with a 

variety of methods and tools to achieve sustainable growth. These trends reflect fundamental change on how company is 

responding to customer. That they are and who they want to be.

Previous research, customer relationship management will have an impact on brand equity dimensions as brand 

loyalty (Khedkar, 2015) and brand image (Hashem, 2012). Also Hajikhani, Tabibi, & Riahi (2016) and Amir, Yousof, & 

Asma (2014) suggests that the relationship between knowledge management and content technology that use CRM to 

influence brand loyalty is the positive and a significant. As well as the Wang, Lee, Wu, Chang, & Wei (2012) stated that 

knowledge management has on brand equity significantly, trust and commitment of association found have long-term 

positive effect on brand loyalty and brand awareness (Kim, K. H., K. S. Kim, et al., 2008).

Performance

Performance are presented with the results of management's strong brand recognized among consumers. This will 

lead to value and benefits both the company and the products that go beyond money. However, the value is in the mind of 

consumers. (Bahram Ranjbarian & et.al, 2011), (Azadeh Sedaghati, 2012). In addition, the performance of the brand suggests

the success of the brand in the market and evaluate the success of the brand strategic (Ho, Y. W., Merrilees, B., 2008). Some 

investigators consider performance of brands two part consisting of the performance of the brand marketing, efficiency and 

profitability of the brand. They show that the performance and profitability of the brand is a share index of the brand in 
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Aaker (1996) stated that the brand is a set of assets and liabilities associated with the brand, its name and symbol to 

increase or decrease value achieved from the products or services or affect the business and clients of the company. These 

assets are divided into five groups include brand awareness, brand loyalty, perceived quality, brand association and others, its

proprietary brand assets (Keller and Lehmann, 2003), (Azadeh Sedaghati, 2012). Awareness is being considered in terms of 

the ability of people to learn about a product or service. Perceived quality of a product is on the minds of people. Brand 

loyalty is the result of continuous efforts to buy over time. (Martinez et al., 2009) Brand awareness is related perception of 

the people to remember more about the products or service over time. Brand association is related with things which is 

establish links to the product, which may be demographic, symbol, plan etc. Brand loyalty as a result of its continued 

intentions purchase products, particularly over time. (Chaudhuri & Holbrook, 2001) These reactions which is are the result of

the psychological and intelligence of the people. Brand loyalty leads to the word of mouth and create barriers to new 

competitors to enter the market. Loyalty of many customers would be considered a valuable asset, called the brand equity

Marketing Mix 

Marketing Mix is a critical component in the operation of the market and a tool that is used to meet the needs of 

target customers. (Kotler, 2003) The based on the concept of Kotler (1997) element of the marketing mix (4Ps) include 

product, price, place and promotion. In business, it is a need to create the right marketing mix to select a strategy consistent 

with the target market. The Company's performance is likely to be even more successful.

Kotler, et al (2009) stated that the dimensions of product has the model are defined differently as variety, quality, 

design, features, brand name, size, packaging, service and warranty. The dimensions of prices has the components are 

different as list price, discount period for payment and credit terms. The dimension of the promotion is elements different as 

sales promotion, advertising, sales force and public relations. Finally, the dimension of the distribution channel the elements 

are different as channels coverage categorized, inventory location and transport.

The quality of products will make customers get products with feel a sense of worth and make a difference in the 

product which customers generally feel that it is worth the purchase. The product is well diversified in terms of looks, colors 

and sizes to meet a variety of customer needs including making customers feel valued in adoption. (Chen & Tsai (2008), 

Chioveanu (2008), Kim & Hyun (2011))

Product pricing very reasonable compared to the quality when compared with competitors. As a result, customers 

will recognize the value. Customers will feel that the price paid to purchase the product is worth. Although the price is 

expensive, customers perceive that a product that is valuable and are willing to pay a reasonable. (Chioveanu (2008), Grewal 

et.al. (2003), Kim & Hyun (2011))

Sales promotion with advertising media such as billboards will give information about products via the store's 

website resulting in customer awareness of the value of the product. Also it is a good after-sales service by the replacement 

damaged product to our customers and product information before making a purchase. As a result, customers feel that this is 

a valuable commodity. So if a promotion was to make customers more aware of the value of more products as well. 

(Chioveanu (2008); Hansen (2008); Kim & Hyun (2011))

There are a variety of distribution channels such as distributors, orders via internet and shipment by mail. The places

has distribution sufficient, able to supply sufficient quantity per order and delivery on schedule. Customers will be impressed 

by something special in addition to the purchase of products to be used alone. Thus, promoting distribution channels 

increased will make customers achieve greater perceived value as well. (Chen & Tsai (2008), Hansen (2008), Kim & Hyun 

(2011))

Marketing Communication

Brand communication will act both verbal language and non-verbal language (Rita, John, Sameena & Feldwick, 

2003). Consumers as the audience start exposure (message) through the senses into the short-term memory. If the message is 

interesting or important to consumers, it will be put into long-term memory may be integrated into the subconscious. All of 

the individual consumer awareness is being creating a network of ideas and create an emotional connection, Allow 

consumers have a picture in mind regarding the brand or brand value is something that happens in the mind of consumers 

there. (Solomon, 2013) However, a marketing communication can be communicated to target audiences through multiple 

channels and in multiple ways, via the traditional communication marketing and new media. In communication Design, it is 

important to take into account the rapid changes taking place in the society as well as changes in communications technology,

such as the developing an innovative model of media’s impact on consumer behavior, media, target consumers. (Ellwood, 

2000; Rita et al., 2003; Solomon, 2013; Temporal, 2010) Communication should be integrated with the use of new media and

old media integration, sharing, taking into account the role of the media to match the behavior of consumer exposure to cause

the maximum communication effectiveness. (Feldwick, 2009; Temporal, 2010)

Duncan (2002) divides engine marketing communications into four groups: (1) Mass media contact is advertising as 

a tool for communicate information through the media without identifying recipients. (Duncan, 2005) (2) Situational contact 

is promotion (sales promotion), a group of marketing communication tools that are designed to convince consumers in the 

short term, to encourage the purchase of goods or services immediately (Kotler, 2003).   (3) Personal contact is a direct 

marketing, communication using one or more types of media communication to the target audience, to achieve results, the 

response from customers. The response must be measured (Kotler, 2003). And (4) Experiential contact, event marketing is a 

marketing communication for the various activities. The objective is to help build consumers' relationships with brands 

(Brand Association) (Duncan, 2005).

Marketing Communications is a process that affects brand awareness, perceived quality, brand association and brand

loyalty. (Ker-tah Hsu, 2012), (Amit Arora & et.al, 2009), (Hallouma Bouazza & et.al, 2013) Duncan (2005) has pointed out 

that, integrated marketing communications are process of creating brand value, must be cross-functional process to support 

client relationships (stakeholders). Communication positively affect brand equity both the events and advertising. Which 

corresponds to the research Lia Zarantonello and Bernd H. Schmitt (2013) studied marketing communications through the 

marketing activities with the brand equity found the exhibit. Special events support activities will have a positive impact on 

brand equity. Ker-tah Hsu (2012) studied the effects of advertising able to convince. And provide information on social 

services. And the company's reputation which is has a positive impact on brand equity.

Customer relationship management 

Customer relationship management (CRM) allows organizations to track and leverage every customer interaction to 

maximize revenue opportunities and improve customer loyalty. As well as helping organizations increase operational 

efficiency of their automated routines and standard best practices such as the acquisition, managing, services and extract 

value from their clients. Customer relationship management (CRM), objective to build strong long-term relationships that 

help our customers return repeatedly. It aims to help organizations build relationships with each customer. Both the company 

and the customers get the most out of the exchange to both sides have mutually beneficial in the long term. Customer 

relationship management (CRM) enables organizations to manage customer interactions more efficiently in order to maintain

their competitiveness on today's economy. Most entrepreneurs know who their core customer. But there are some who use 

the media to stimulate clients’ loyalty to develop. Firm is committed to creating and managing customer relationships with a 

variety of methods and tools to achieve sustainable growth. These trends reflect fundamental change on how company is 

responding to customer. That they are and who they want to be.

Previous research, customer relationship management will have an impact on brand equity dimensions as brand 

loyalty (Khedkar, 2015) and brand image (Hashem, 2012). Also Hajikhani, Tabibi, & Riahi (2016) and Amir, Yousof, & 

Asma (2014) suggests that the relationship between knowledge management and content technology that use CRM to 

influence brand loyalty is the positive and a significant. As well as the Wang, Lee, Wu, Chang, & Wei (2012) stated that 

knowledge management has on brand equity significantly, trust and commitment of association found have long-term 

positive effect on brand loyalty and brand awareness (Kim, K. H., K. S. Kim, et al., 2008).

Performance

Performance are presented with the results of management's strong brand recognized among consumers. This will 

lead to value and benefits both the company and the products that go beyond money. However, the value is in the mind of 

consumers. (Bahram Ranjbarian & et.al, 2011), (Azadeh Sedaghati, 2012). In addition, the performance of the brand suggests

the success of the brand in the market and evaluate the success of the brand strategic (Ho, Y. W., Merrilees, B., 2008). Some 

investigators consider performance of brands two part consisting of the performance of the brand marketing, efficiency and 

profitability of the brand. They show that the performance and profitability of the brand is a share index of the brand in 
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relation to financial profitability of retail and evaluated using the profits. And gross margin performance in the marketing of 

the brand based on market demand and assessment indicators such as the level of sales and market share (Baldauf Artur & 

et.al, 2003). In evaluating the performance brand Aaker (1996) proposed an index related to the market behavior. He thinks 

the market share price and distribution coverage is an indicator of the performance brand. He also suggested that the 

performance evaluation of the brand by market share are often echoed widely, and the condition of the brand or its customers.

When brand has an advantage compared to the mind of the consumer, market share should increase, or at least not decrease. 

He also pointed out that the market share or the information related to the sale have been affected by widely distribution 

coverage. If there is a market or expanding or losing, sales will be affected largely (Aaker, 1996). Keller and Lehman (2003) 

considers the price elasticity, price premium, market share, cost structure, profitability and success in expanding categories. 

The main index of the performance of the brand, premium brands, prices will increase, which the customer must pay for the 

brand's products and the price elasticity is the increase or decrease in the demand for the brand. As a result of the increase or 

decrease in price. Market share is an index used to measure the success of marketing programs in unit sales of the brand. Cost

structure or its ability to reduce the cost of marketing the brand as a result of the customer's mindset at the time. In other 

words, because opinions and knowledge about the brand. In addition, consistent with Keller and Lehman (2003) points out 

that profitability and expansion opportunities of the other factors of measure the performance, and demonstrates the success 

of the brand in line extension and support categories new product launches and the related category. It shows the potential of 

the brand for the extension and increase of income (Keller and Lehman, 2003).

CONCEPTUAL MODEL

From the literature review, the researcher intends to initiate the brand equity strategy model to increase business 

competitiveness. The construct variable consists of a mix of marketing, communications and customer relationship 

management. Each variable are shown in Figure 1.

FIGURE 1

CONCEPTUAL MODEL

From a conceptual framework who researchers found that strategic brand equity derived from the marketing mix, 

communications and customer relationship management. This strategy, brand equity will affect business performance.

CONCLUSION 

The literature review enables to create conceptual model of brand equity strategy to competitive advantage. Brand 

equity will affect the operational efficiency of organizations in both monetary and non-monetary. Brand equity is influenced 

by the factors of the marketing mix consists of products, price, place and promotion. The marketing communication factors 

include activities, advertising, direct market and social media. And customer relationship management factors include 

incentives for building relationships with the award, contractual, value-added and educational. All three variables will affect 

positive to brand equity strategy and performance, as measured by brand awareness, brand association, perceived quality and 

brand loyalty.
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the brand based on market demand and assessment indicators such as the level of sales and market share (Baldauf Artur & 
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ABSTRACT 
 

Digital music sales are climbing but overall music revenue is decreasing. Piracy from MP3 digital file seems to 
be the villain with Thailand‘s music industry following a global trend dropping from $US 304 million in 2010 to $US 
279 million in 2014. Within the fast-evolving technology of market place, digital music becomes a key component of this 
growth. New technological ideas, innovative models and dist ribution channels must be adapted to accommodate the 
change. Piracy issues especially the wide spread of MPEG-1 Layer 3 aka MP3 digital files, an audio coding format for 
digital audio which uses a form of lossy data compression but still contains the near perfect sound quality from the 
original recorded WAV file while its size is ten times smaller. However, they are always stumbling blocks to the 
industry‘s sustainable growth. This study therefore presents a conceptual framework about the structure of the factors 
including technology capability and new product development that affect the competitive advantage of recording 
industry. Quantitative data is being obtained from a proposed sample of 220 questionnaires. Qualitative research is being 
conducted with 10 executives by the use of purposive sampling. Analysis will be conducted using Partial Least Square 
(PLS-Graph) software to apply Structural Equation Modeling (SEM). 
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INTRODUCTION 
 

Since the Phonograph cylinders a device that can record and reproduce sound invented by Thomas Edison 
in1877, music industry had never been the same. (AES, 2014) From Music business and industry history demonstrates 
the technology as a significant tool to increase music value in the term of a great business. From the phonograph 
cylinders, the first commercial medium, to unphysical sale, music download in internet, it spends more than hundred 
years to develop from analog to digital technology. The key of the changes is the user‘s convenience, not always the 
quality (Brylawski et al., 2014).  Music business value now also increase to huge revenues compared to the early year of 
the music business. The technology capability and the new product development could have great impacts on the 
industry‘s competitive advantage.  
 
The Early Years of Technology in Music Industry 
  

The first beginning that technologies definitely take a part of music industry is the phonograph cylinders 
invented by Thomas Edison in 1877. Music industry had taken advantage of recording music on cylinders.  Even though 
these cylinders could not record long length of music but they were the first music medium used in music business (The 
Thomas Edison Papers, 2012).   A phonograph cylinder specially used for recording and reproducing sound is an 
important factor to start the music business path. Rising of the discs and discs player made the popularity of phonograph 
cylinder to gradually decline, and in the year of 1912 the marketing of phonograph cylinder had ended. The quality of 
discs was much better than cylinder in sound volume and operated ease. The process of discs recording production  
supported making mass market. This new technology discs became popular all over the world. Gramophone invented by 
Emile Berliner was made the first recording with 5- inches discs under license in 1889. The new development of Berliner 
company Gramophone by used 7 inch discs without labels made other progress in music industry but sound qu ality of 
reproduction was poor. The new 7 inch discs technology allowed to speedily copying record. From 1897 to 1898, 
Berliner Company manufactured 11,211gramophones and 408,195 records. The big number of orders came from Europe 
(Gronow & Saunio, 1998).   
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The Recorded Music Cassettes Tapes and CDs 
 

During the mid of twentieth century, there were various recorded music formats introduced to technology 
industries besides the phonograph cylinders and gramophone discs. In 1964 Philips record company releasing compact 
cassette tape in 30 minute long format was so success in commercial market. Since tape cassettes introduced around 
1960, they were dominant the all music recorded commercial. (Rogers, 2013) However, cassette tapes as principle music 
recoded mediums gradually reduced the role in the music business market due to the new technology digital compact 
discs.  The first commercially digital compact discs and players distribution to public began in 1982 by two companies, 
Philips and Sony (Immink, 1998).  The record market significantly response the new technology digital compact discs. 
The Quality of sound play back was so satisfied to customers and the record discs could be copied faster by digital 
technology. As the result, record companies could timely response the markets‘ demand.  After first commercial 
available in Japan by Philips and Sony companies, in 1983, the digital compact discs and players were first sold in the 
United States; 800,000 CDs and 30,000 players sold in only that year (Peek, 2010) Many electronic companies 
completed each others to build the new player types. Sony Company first introduced the portable CD players to the 
market and other companies made the follow.   These creativity and innovation was so popular among all ages and so 
much supports the selling recorded music discs to around the world rapidly. Until 2001 the CD album business remained 
the top of selling but later years the digital technology made the massive transform in the way of selling recorded music  
(Williams, 2011).  
 
Digital Music Era 
 

Meanwhile, with the new introduction of the digital distribution of music such as MP3, sales of CDs began to 
decline in the 2000s overall by 20% (Smith, 2009). The techniques of MP3 are that it compresses a huge music file into 
somewhat a small tiny one than expected, to be specific 10 times when the quality drops just likely to be 10 percents. 
MP3 actually stands for "MPEG-1 Audio Layer 3(IETF, 2008). MP3 is one of the greatest examples of digital music 
technology, which means sounds when it is played are stored in alphanumerical form. CDs are also digital but older 
music formats such as LP records and cassette tapes used analog technology. The MP3 compression format creates files 
that don't sound exactly like the original recording, it is a lossy format. In order to decrease the size of the file 
significantly, MP3 encoders have to lose audio information. The small size of MP3 files enabled widespread peer-to-peer 
file sharing of music ripped from CDs, which would have previously been nearly impossible. Digital music distribution 
began with the illegal file-sharing activities of the late 1990s (Klym, 2005) and exploded when the software tool 
‗Napster‘ arrived on the scene in 1998 (Lamont, 2013). It however wasn‘t until Apple‘s iTunes Music Store release in 
2003 that legal downloading of digital music began and by 2006 iTunes had taken control of 80% of the legal digital 
music downloading market in the U.S. (Klym, 2005). However, illegal copying and sharing of files has continued to 
explode with streaming a new threat to the Thai music industry. In 2014, Thailand‘s music market dropped from US$304 
million in 2010 to US$279 with experts indicating this trend will continue at nearly one percent per year through 2019 
(―Digital platforms lift Thai media,‖ 2016), with digital music piracy being the No. 1 threat to the Thai music industry.   
The researchers therefore have decided to undertake a study how competitive advantage is affected by new product 
development and technology capability that would help the recording industry survive.       
 
 

LITERATURE REVIEW 
 
Technology Capability 
 

There are many interpretations of what technology capabilities consist of but according to the German 
Development Institute (GDI, 1994) it is stated that adequately developed technological capability that is essential is the 
knowledge of the technologies available, the ability to evaluate and select such technologies, to utilize, adapt, improve, 
and, finally, to further develop them. This is consistent with Meyer-Stamer (GDI, 1994) which describes the Four Pillars 
of Technological Capability (embraced by the GDI) as the capacity to gain an overview of the technological components 
on the market, assess their value, select which specific technology is needed, use it, adapt and improve it and finally 
develop technologies oneself. Technological capabilities can also vary between sectors (Eckaus, 1991; Zahlan , 1990).  In 
the industrial sector, the elements of technology capability - production engineering, manufacture of capital goods, and 
research and development, etc. - are different from those essential for the services sector. Huang (2011) investigated 
technology competencies and stated it plays a significant role in firm innovation and competitiveness. Research from 
Taiwan's information and communication technology (ICT) industry suggested that capabilities of exploring or exploiting 
technological opportunities, core technology capability, and autonomy of R&D decisions are particularly important to 
firm innovation in a highly competitive environment. 
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New Product Development 
 

Feng and Wang (2013) investigated the impacts of three types of supply chain involvement (SCI) on three types 
of new product development (NPD) performance from 214 Chinese manufacturing companies. It wa s discovered that 
internal involvement is positively associated with customer and supplier involvement. It was also found that three types 
of SCI influence three types of NPD performance differently. Specifically, internal involvement is important in 
improving NPD speed, while customer and supplier involvement have significant effects on NPD cost and NPD speed. 
Moreover, internal and customer involvement enhance market performance indirectly, whereas supplier involvement 
improves market performance both directly and indirectly. Trainor, Krush, & Agnihotri (2013) examined how a firm's 
behavioral tendencies, along with its existing business resources, contribute to the formation of new product development 
(NPD) capability using survey data from more than 150 US-based firms. Findings suggested that a firm's competency in 
marketing intelligence and its tendency to engage in partner-style relationships have both direct and interactive effects on 
NPD capability. This capability is further shown to positively relate to organizational performance, and this relationship 
is moderated by technological uncertainty. 
 
Competitive Advantage 
 

Porter (2001) identified two basic types of competitive advantages consisting of cost advantage and 
differentiation advantage. A competitive advantage exists when the firm is able to deliver the same benefits as 
competitors but at a lower cost (cost advantage) or deliver benefits that exceed those of competing products 
(differentiation advantage). Thus, a competitive advantage enables the  firm to create superior value for its customers and 
superior profits for itself. Awwad, Al Khattab, and Anchor (2013) stated that competitive priorities included quality, cost, 
flexibility and delivery.  In the research, the results of the data analysis indicated a significant relationship between 
competitive priorities and competitive advantage and suggested that recognizing and nurturing this relationship provides 
the master key for a firm to survive in a turbulent environment. Therefore, operational and  marketing strategies should 
place emphasis on competitive priorities such as quality, cost, flexibility and delivery to achieve, develop and maintain 
competitive advantage. Chang (2011), focused research on the relationships between corporate environmenta l ethics and 
competitive advantage, and concluded that companies should invest more resources to enhance their environmental 
ethics. By so doing, this will help to improve their competitive advantage as well as driving green innovations.  
 

FIGURE 1 
PROPOSED CONCEPTUAL FRAMEWORK 

 

 
 
Proposed Research Hypotheses  
 
H1: Technology Capability has a direct influence on Competitive Advantage 
H2: Technology Capability has a direct influence New Product Development  
H3: New Product Development has a direct influence Competitive Advantage 
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METHODOLOGY 
 

This research aims to study the structure of the factors influence the competitive advantage of recording 
industry. Therefore, researchers have determined following detailed steps of how to carry out the proposed resea rch. 
For this research the researchers will use both quantitative and qualitative research from both primary and secondary 
data. The researchers will use the following steps for the study. Secondary data will be comprised of published research, 
internet materials, media reports, and data which will be synthesized and analyzed. This secondary data will also be used 
for the development of the 11 variables and the structural equation model in understanding the variables that affect the 
competitive advantage of the recording industry. 
 
The Quantitative Research 
 
  Quantitative research will be performed from the primary data by collecting a questionnaire from the target 
sample. The questionnaire used to collect the data will be structured and written in a realis tic, easy-to-understand format 
which is deemed to be reliable and reasonable. The measurement instrument or questionnaires will utilize a 7-Point 
Likert Scale (Likert, 1972) as a tool for research.  
 
The Qualitative Research 
 

Qualitative research involves confirming the model of the quantitative research and for this research will be a 
collection of interviews with industry professionals involved in the music industry including 1 music industry executive, 
1 label executive, 1 digital music manager and 2 music industry scholars.  

 
The Sample Size 
 
  Schumaker and Lomax (2010) stated that structural equation modeling (SEM) uses a variety of models to show 
the relationships between observed variables with the goal being of providing a quantitative test of a theoretical model. 
The models developed using SEM can be tested to show how sets of variables define concepts and how they are related. 
The goal of SEM is to determine the extent to which the model is supported by the data that is gathered during research 
(Schumaker & Lomax, 2010) and since SEM is capable of statistically modeling and testing complex phenomena, it has 
therefore become the preferred method for confirming (or not) theoretical models, quantitatively. Another very important 
consideration is the intended sample size with most authors recommending a sample size of at least 100 for good results 
generation (Schumaker & Lomax, 2010) Meldrum (2010) further stated that a sample size smaller than 100 should not be 
used in SEM as it is unreliable. Therefore, based on the 11 variables of the model and with the use of a 20:1 ratio which 
is deemed to be highly reliable, a minimum of 220 music industry entrepreneurs  are anticipated for the survey.  
 
Research Tools 
 

Quality and content will be monitored with tools used in the research and as a measurement of quality. Both 
content validity and reliability will be assured by the 5 listed experts above in their respective fields with an evaluation 
index consistent with the content and the purpose of the research. Add itionally, the index of Item-Objective Congruence 
(IOC) developed by Rovinelli and Hambleton (1977) will be employed to carry out the screening of questions to a group 
of 10 initially in the pilot study. The IOC is a procedure used in test development for evaluating content validity at the 
item development stage. This measure is limited to the assessment of unidimensional items or items that measure 
specified composites of skills. The method prescribed by Rovinelli and Hambleton (1977) results in indices of item 
congruence in which experts rate the match between an item and several constructs assuming that the item taps only one 
of the constructs which is unbeknownst to the experts. The research will then proceed to select items that have an IOC 
index higher than 0.5, which will be considered acceptable. 

 
 

DATA ANALYSIS 
 

The data of factors affecting the sustainability of private university's music faculty in Thailand will be collected. 
The study will be used the Partial least squares (PLS) method and tested with PLS-Graph software to analyse the model 
structure. The analysis will be conducted by descriptive statistics by characterising the frequency, percentage, mean and 
standard deviation and will be conducted using the structural equation modelling (SEM) to determine the relationship of 
the factors influencing the competitive advantage of the recording industry. To confirm the results of the quantitative 
analysis, the researchers will conduct interviews with those involved with technological innovation and business  
management in the digital music industry and then to proceed to interpret the qualitative information.   
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CONCLUSION 
 

From the literature review, it has been established that the competitive advantage of the digital recording music 
industry occurs because of technology capability and new product development . Furthermore, due the technology 
capability also influences the new product development. These two variables are speculated to have a direct and positive 
influence on the competitive advantage of the digital recording music industry today . Therefore, it is an implication that 
survival and the sustainability of the recording industry depend on these two variables  
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ABSTRACT 
 

         Today the world is facing pressure from the changing demographic structure into an aging society. As a result of 
medical advances, making the average age of the population rises dramatically. Statistics show that in 2005 Asia 
accounted for seniors (ages 60 years but up to) accounted for 9 percent of the population at the time, and in another 20 
years ahead,  increased by 20 per cent, the trend is clear. Results from the survey of the National Statistics Office in 
2008, 2009 and BC 2010 in an amount of up to 10 percent higher embarrassed Thailand show that the longevity effect. 
The National News Agency Department of Public Relations Special Report: Survey Reviews. Elderly The Office for 
National Statistics showed that 64.6 percent agreed to care for the elderly in the family, but the rate of 20.2 percent, is 
expected to provide assistance. The issue of the research interests includes the study of various factors relating to the 
preparation of pre-retirement age and understanding of the need for financial planning on guard.  
  
KEYWORDS 
Retirement athlete, Retirement Planning, Investment, Personal Financial Planning, Financial Goals, Profitability Analysis 
  
 

OBJECTIVES 
This article investigates: 
1. To review the factors those affect the perception, attitude and communication affecting the financial planning of the 
athlete. 
2. To review the influence of the perception, attitude and communication affecting the financial planning of the athlete. 
3. To create a model development strategy model. Planning for retirement of athletes 
 
 

LITERATURE REVIEW 
 

4S System means that Transitional events include such things as: career changes, the death of a spouse, having 
children, moving to another city, or getting married, loss of career aspiration and like an expected job promotion that 
never comes through. That includes self, support, situation, and strategies (Lynch and Chickering, 1989; Schlossberg, 
1984). 

 
Financial Knowledge means that the researchers within finance have been aware of the potential importance of 

psychologists’ work on cognitive biases for some time. For example, the disposition effect refers to the finding that 
investors are likely to sell shares that have increased in price but tend to keep those that have dropped in price. It is an 
anomaly that is consistent with what would be expected on the basis of prospect theory and with what we know about 
cognitive biases (e.g. the endowment effect) (Shefrin and Statman, 1985). 

 
 Financial Planning means that the end of competitive sports involvement may be companied by difficulties at 
the occupational level, such as lack of an occupational career, lack of professional qualification, less suitable professional 
career choices, and a decline in financial income. (Cecic Erpic, 1998; Wylleman et al., 1993; Werthner and Orlic, 1986) 
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 Retirement Planning means that retirement from sports and adaptation to post-sport career life may be 
accompanied by difficulties at the psychosocial level including social and cultural loneliness, deficiency of social 
contacts, and problem with building new relationships outside sports (Botterill, 1988; Danish er.al 1993; Cecic Erpic). 
Performance Athlete mans that carrying out of specific physical routines or procedures by one who is trained or skilled in 
physical activity.  
 

Performance is influenced by a combination of physiological, psychological, and socio-cultural factors. It 
includes the well-being it show the depression associated with ongoing chronic pain resulting from injuries sustained 
during sporting careers. Accordingly, the retirement from elite sport can constitute a significant risk to athletes’ 
psychological health and well-being. (Schwenk et al., 2007) and expected in life from a study by Werthner and Orlick 
(1986) explained that the majority of high performance amateur athletes faced some degree of difficulty in leaving their 
sport careers. On the other hand, some studies have taken different views of the retirement that former athletes face 
adjustment difficulties, and that athletes may actually experience relief from the pressures and intense time commitment 
of sport as a result of their leaving. That is, leaving sport may be a pleasantly anticipated event because it allows 
opportunities for personal growth and development. 1998).  
   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Variables Definition or Explanations and Supports Source 
4S System 
 
 
 
 
 

 Self 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Support 
 
 
 
 
 
 
 
 
 
 
 

 Situation 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

Transitional events include such things as: career 
changes, the death of a spouse, having children, 
moving to another city, or getting married, loss of 
career aspiration and like an expected job promotion 
that never comes through. 
 
Self-efficacy becomes an important aspect of a career 
change as people decide which path is best for them. 
Some individuals may know exactly which direction 
is right for them, while others may have no idea 
which way to head. The reality is that everyone is 
responsible for their new environment and need to 
recognize potential advantages and risk associated 
with that environment.  
 
Such transformations may affect how individuals 
perceive themselves, their abilities and the quality of 
their lives, and depending upon the characteristics of 
the transition, could also impact on subjective well- 
being [2,3].  
 
 
 
 
 
Aside from identifying trends in the factors 
influencing a positive or negative retirement 
experience, limited exploration has been directed 
towards the broader psychological, social and 
physical adjustments encountered by elite athletes 
upon career termination. Studies investigating past 
athletes’ perceptions of retirement suggest the sports 
environment may lead to a poor sense of personal 
control due to the management of daily routines, 
behaviors and decision-making by coaches and sports 
associations [11,12].  
 
De-selection on the other hand may be more 
foreseeable, however it may also be associated with 
doubts surrounding athletic ability, leading to 
decreased self-esteem and self-confidence [7].  
 
The dynamic nature of retirement from elite sport is 
often accompanied by an initial sense of loss, 
followed by a period of re-orientation, growth and 
adaptation [22, 28, 30].  
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Transitional events include such things as: career 
changes, the death of a spouse, having children, 
moving to another city, or getting married, loss of 
career aspiration and like an expected job promotion 
that never comes through. 
 
Self-efficacy becomes an important aspect of a career 
change as people decide which path is best for them. 
Some individuals may know exactly which direction 
is right for them, while others may have no idea 
which way to head. The reality is that everyone is 
responsible for their new environment and need to 
recognize potential advantages and risk associated 
with that environment.  
 
Such transformations may affect how individuals 
perceive themselves, their abilities and the quality of 
their lives, and depending upon the characteristics of 
the transition, could also impact on subjective well- 
being [2,3].  
 
 
 
 
 
Aside from identifying trends in the factors 
influencing a positive or negative retirement 
experience, limited exploration has been directed 
towards the broader psychological, social and 
physical adjustments encountered by elite athletes 
upon career termination. Studies investigating past 
athletes’ perceptions of retirement suggest the sports 
environment may lead to a poor sense of personal 
control due to the management of daily routines, 
behaviors and decision-making by coaches and sports 
associations [11,12].  
 
De-selection on the other hand may be more 
foreseeable, however it may also be associated with 
doubts surrounding athletic ability, leading to 
decreased self-esteem and self-confidence [7].  
 
The dynamic nature of retirement from elite sport is 
often accompanied by an initial sense of loss, 
followed by a period of re-orientation, growth and 
adaptation [22, 28, 30].  
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 Strategies Top athletes often earn more from endorsements than 
from their athletic contracts. 
 
Among the array of print advertising options 
available, celebrity endorsers, including athletes, are 
widely presumed to be an effective method of 
promoting retail merchandise. 
 
Famous athletes and other celebrities are widely used 
in advertising to improve consumers’ product recall 
and positively influence their brand choice behavior.  

(Stone et al., 2003)  
 
 
(Constanzo and Goodnight, 2005)  
 
 
 
 
(Shimp, 2003; Bowman, 2002) 

Financial knowledge 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Cost 
 
 
 
 
 
 
 
 
 
 

 Price 
 
 
 
 
 

Laibson has shown that future discount rates on 
consumption in the distant future are often far lower 
than those currently applied. This may explain 
underinvestment in pensions by the young. As a 
result, credit cards, which are often seen as an 
unambiguous blessing because they effectively 
increase consumer choice regarding their 
consumption/investment plan, may contain hidden 
downsides in a world of consumers lacking adequate 
self-control. 
 
Although Slovic (1972) drew the attention of those 
working within finance to the relevance of research 
on behavioral decision making to their concerns, 
behavioral finance was slower to develop than 
behavioral economics.  
 
Researchers within finance have been aware of the 
potential importance of psychologists’ work on 
cognitive biases for some time. For example, the 
disposition effect refers to the finding that investors 
are likely to sell shares that have increased in price 
but tend to keep those that have dropped in price. It is 
an anomaly that is consistent with what would be 
expected on the basis of prospect theory and with 
what we know about cognitive biases (e.g. the 
endowment effect).  
 
With a financial plan in hand, you'll have the 
ammunition to fight the conventional wisdom that the 
only way to expand an existing service or initiate a 
new one is to increase revenue or decrease support 
for other services.  
 
Others have argued that knowledge of behavioral 
finance should enable investors to become aware of 
how potential biases can affect investment their 
decisions and thereby to avoid such errors. This, in 
turn, should act to promote the efficiency of the 
market and so limit the need for regulation and 
improve information dissemination. 

Laibson (1997) 
 
 
 
 
 
 
 
 
 
 
Slovic (1972)  
 
 
 
 
 
(Shefrin and Statman, 1985) 
 
 
 
 
 
 
 
 
 
 
Betty J. Turock Andrea Pedolsky, 
(1992)  
 
 
 
 
(Daniel et al., 2002) 

Financial Planning 
 
 
 
 
 
 
 

The end of competitive sports involvement may be 
companied by difficulties at the occupational level, 
such as lack of an occupational career, lack of 
professional qualification, less suitable professional 
career choices, and a decline in financial income. 
 
But the object of financial planning is to ensure that 
values, not finances, determine priorities. Unplanned, 

(Cecic Erpic, 1998; Wylleman et al., 
1993; Werthner and Orlic, 1986) 
 
 
 
 
Betty J. Turock Andrea Pedolsky, 
(1992) 

 
 
 
 
 
 
 

 Price Consideration 
 
 
 
 
 
 
 
 

 Product Contribution 

short-term ex- pendency is a far greater threat to 
library values. Financial planning is neither value-
free nor value-neutral. One of its important effects 
comes from the articulation of values through the 
association of goals, objectives, and services with the 
money needed to realize them.  
 
Modern finance assumes that markets are efficient 
and that agents know the probability distribution of 
future market risk. Research has been geared towards 
searching for a better risk factor/pricing model.  
 
Within finance, simpler strategies have been found to 
be superior to more complex ones for selecting 
stocks.  
 
This approach shows that availability of credit cards 
differentially affects purchasing behavior of 
compulsive and non-compulsive shoppers in the UK 
and Taiwan.  

 
 
 
 
 
 
 
Markowitz, 1952; Merton, (1969) 
 
 
 
 
(DeMiguel et al., 2007) 
 
 
 
Lo and Harvey (2011) 

Retirement Planning 
 
 
 
 
 

 Career 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Retirement from sports and adaptation to post-sport 
career life may be accompanied by difficulties at the 
psychosocial level including social and cultural 
loneliness, deficiency of social contacts, and problem 
with building new relationships outside sports. 
 
Additionally, athletes frequently pursue sporting 
careers to the detriment of their educational 
achievement, leaving them ill prepared for alternate 
careers after sport. 
 
There are issues associated with career transitions 
that appear for both wanted and unwanted change. 
The emotions of an individual involved in a career 
change are a crucial part of the transition experience.  
 
A career in sport is much shorter than most other 
careers or occupations, as most athletes, voluntarily 
or involuntarily retire during their mid to late 20's. 
All athletes, whether they compete internationally or 
professionally, eventually move from elite 
participation in sport into another major focus area. 
 
The most significant and potentially experience 
encountered by athletes is career termination. Career 
indecision appears to be a common thread among 
those who have more frequent career transitions. 
Using decision theory in an attempt to explain that 
the best decision comes from one trying to achieve a 
specific goal, and alternative decisions are always 
available, but an individual who is focused on a 
specific goal is more likely to make a sound decision 
rather than a person unsure of his or her goal 
direction. 
 
In their research of sport career termination stated 
four main causes of career termination: age, 
discharged, injury, and free choice. The first three 
causes of termination of athletes were unable to 
continue competition due to decreased performance; 

(Botterill, 1988; Danish er.al 1993; 
Cecic Erpic, 1998).  
 
 
 
 
(McGillivray et al., 2005)  
 
 
 
 
(Caplan, Vinokur, Price and Van Ryn, 
1989) 
 
 
 
Hatamleh (2013) 
 
 
 
 
 
 
Taylor and Ogilvie (2001); Gati 
Krausz, and Osipow, 1996). 
 
 
 
 
 
 
 
 
 
 
Ogilvie and Taylor (1993) and Taylor 
and Ogilvie (1994, 1998) 
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 Investment 

they have no choice about withdrawal, being forced 
to leave due to situations that are out of their control. 
  
The termination of sporting careers is a salient event 
in athletes’ lives that can be highly distressing. The 
transition out of sport constitutes a disruption to self-
defining activities and marks an identity change. 
 
Furthermore, research has progressed from 
identifying the causes and consequences of sports 
retirement to investigating factors influencing the 
quality of career transitions and strategies preparing 
athletes for life after sport [8].  
 
 
 
According to the conventional wisdom of 
practitioners, an individual should take on more risky 
investments the longer one’s planning horizon 
happens to be. This would mean that an individual 
should invest savings in securities for retirement 
which produce a higher expected return with higher 
risk than savings invested for a major expenditure to 
be made in the near future.  

 
 
 
(Lavallee & Robinson, 2007; Lotysz & 
Short, 2004; McGillivray, Fearn, & 
McIntosch, 2005; Wylleman, 
Alfermann, & Lavallee, 2004) 
 
[8] Anderson D, Morris T. Athlete 
lifestyle programs. In: Lavallee D, 
Wylleman P, Ed. Career transitions in 
sport: International Perspectives. 
Morgantown, WV: Fitness Inf Technol 

2000; pp. 59-80.  
 
 
(Sam- uelson [1994]) 

Performance Athlete 
 

 Well-being 
 

 
 
 
 

 Expected in life 
 

 

 
 
Depression associated with ongoing chronic pain 
resulting from injuries sustained during sporting 
careers. Accordingly, the retirement from elite sport 
can constitute a significant risk to athletes’ 
psychological health and well-being.  
 
A study by Werthner and Orlick (1986) explained 
that the majority of high performance amateur 
athletes faced some degree of difficulty in leaving 
their sport careers. On the other hand, some studies 
have taken different views of the retirement that 
former athletes face adjustment difficulties, and that 
athletes may actually experience relief from the 
pressures and intense time commitment of sport as a 
result of their leaving. That is, leaving sport may be a 
pleasantly anticipated event because it allows 
opportunities for personal growth and development. 

 
 
(Schwenk et al., 2007) 
 
 
 
 
 
Blinde and Greendorfer (1985; 
Coakley, 1983) 
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CONCEPTUAL MODEL 
 
The definition of the Retirement based on the literature reviews Retirement means is the point where a person 

stops employment completely in this research focus on the persona financial retirement planning for retirement athlete of 
Thailand national team in Thailand. From the literature review the researcher made up the conceptual model that have the 
latent and the construct in each relationship (Show in figure 1) between the retirement planning have many major idea to 
focus on for example financial knowledge, financial planning, athlete performance in well being and expected in life after 
retirement, and retirement planning the main idea is about the investment and career that retirement athlete will choose to 
do.  

 
FIGURE 1 

CONCEPTUAL MODEL 
 
 

 
 

Conclusion from the conceptual model the researcher found that Retirement planning was effected by 4S 
System, Financial knowledge, Financial planning that will affect the Performance of athlete when they was retire from 
their jobs. 

 
From Figure 2, 4S systems directly affects the retirement planning by self, support, situation, and strategies that 

was accordant to the research of Robbine et al., (1994) said that self-efficacy becomes an important aspect of a career 
change as people decide which path is best for them. Some individuals may know exactly which direction is right for 
them, while others may have no idea which way to head. The reality is that everyone is responsible for their new 
environment and need to recognize potential advantages and risk associated with that environment. Werthner P(1986) 
and Kerr G (2000) said that aside from identifying trends in the factors influencing a positive or negative retirement 
experience, limited explora- tion has been directed towards the broader psychological, social and physical adjustments 
encountered by elite athletes upon career termination. Studies investigating past athletes’ perceptions of retirement 
suggest the sports environment may lead to a poor sense of personal control due to the man- agement of daily routines, 
behaviours and decision-making by coaches and sports associations. Brewer BW, Van Raalte JL, Linder DE(1993) and 
Mihovilovic M(1986) and Brandao MRF, Winterstein P, Pinheiro C, Agresta M, Akel MC, Martini L(2001) said that The 
dynamic nature of retirement from elite sport is often accompanied by an initial sense of loss, followed by a period of re-
orientation, growth and adaptation. Constanzo and Goodnight, (2005) said that Among the array of print advertising 
options available, celebrity endorsers, including athletes, are widely presumed to be an effective method of promoting 
retail merchandise. 
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FIGURE 2 
4S SYSTEMS AFFECTING RETIREMENT PLANNING 

 

 
From Figure 3, Financial Knowledge directly affects the retirement planning. Although Slovic (1972) said that 

drew the attention of those working within finance to the relevance of research on behavioural decision making to their 
concerns, behavioural finance was slower to develop than behavioural economics.  

 
 

FIGURE 3 
FINANCIAL KNOWLEDGE AFFECTING RETIREMENT PLANNING 

 

 
 

From Figure 4, Financial Planning directly affects the retirement planning. Cecic Erpic, (1998) and  Wylleman 
et al., (1993) and Werthner and Orlic, (1986) said that the end of competitive sports involvement may be companied by 
difficulties at the occupational level, such as lack of an occupational career, lack of professional qualification, less 
suitable professional career choices, and a decline in financial income. 
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FIGURE 4 
FINANCIAL PLANNING AFFECTING RETIREMENT PLANNING 

 

 
 

From Figure 5, retirement planning directly affects the performance of athlete. Botterill, 1(988) and Danish er.al 
(1993) and  Cecic Erpic, (1998) said that retirement from sports and adaptation to post-sport career life may be 
accompanied by difficulties at the psychosocial level including social and cultural loneliness, deficiency of social 
contacts, and problem with building new relationships outside sports. McGillivray et al., (2005) said that Additionally, 
athletes frequently pursue sporting careers to the detriment of their educational achievement, leaving them ill prepared 
for alternate careers after sport. Mazin R. Hatamleh, PhD(2013) said that A career in sport is much shorter than most 
other careers or occupations, as most athletes, voluntarily or involuntarily retire during their mid to late 20's. All athletes, 
whether they compete internationally or professionally, eventually move from elite participation in sport into another 
major focus area. Samuelson (1994) said that According to the conventional wisdom of practitioners, an individual 
should take on more risky investments the longer one’s planning horizon happens to be. This would mean that an 
individual should invest savings in securities for retirement, which produce a higher expected return with higher risk than 
savings invested for a major expenditure to be made in the near future. And in performance of athlete is can measure the 
outcome in two ways are well-being and expected in life.  

 
Schwenk et al., (2007) said that Depression associated with ongoing chronic pain resulting from injuries 

sustained during sporting careers. Accordingly, the retirement from elite sport can constitute a significant risk to athletes’ 
psychological health and well-being. Blinde and Greendorfer, (1985) and Coakley, (1983) said that A study by Werthner 
and Orlick (1986) explained that the majority of high performance amateur athletes faced some degree of difficulty in 
leaving their sport careers. On the other hand, some studies have taken different views of the retirement that former 
athletes face adjustment difficulties, and that athletes may actually experience relief from the pressures and intense time 
commitment of sport as a result of their leaving. That is, leaving sport may be a pleasantly anticipated event because it 
allows opportunities for personal growth and development.  
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FIGURE 5 
RETIREMENT PLANNING AFFECTING PERFORMANCE OF ATHLETE 

 
RECOMMENDATION FOR FUTURE RESEARCH 

 
 The reseacher reports model for retire athlete toc consider retirement financial planing important as it would 
enable them to live a happy retirement life. This indicates that personal financial planning plays an important role in the 
wellbeing and livehood of an individual.  
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ABSTRACT

Freight transport route network should be determined in every area for three purposes. Firstly, it is required for

the purpose of maintaining appropriate infrastructure for the freight transport itself in terms of suitable road geometry,

road pavement structure and road environment. Secondly, it is required for the purpose of maintaining general traffic in

an acceptable level of service. Thirdly, it is required to protect road site activities and environment from any potential

hazard generating from freight  transport.  In  order  to determine freight  transport  route network in an area,  there are

several  factors  that  should be  considered,  e.g.  freight  transport  demand,  land use  master  plan,  sustainability  of  the

environment, etc. This paper will discuss the determination of freight transport route network in Bali and West Nusa

Tenggara, Indonesia. There should be freight transport route networks for container transport, heavy equipment transport

and dangerous goods transport.  General  goods transport  is allowed to use general  traffic  route network. In  order  to

evaluate available alternative of routes, several criterion were used, i.e. road status, road class, road geometry,  access

control, annual average daily traffic (AADT), volume to capacity ratio (V/C), land use (for container, heavy equipment

transport and dangerous goods routes) and additionally population density and level of public activities (for dangerous

goods transport routes only). Selected route for each type of freight transport was alternative route having best score in

analytic hierarchy process (AHP). 

KEYWORDS

Freight Transport, Alternative Route, Analytic Hierarchy Process

INTRODUCTION

Freight transport route network should be determined in every area for three purposes. Firstly, it is required for

the purpose of maintaining appropriate infrastructure for the freight transport itself in terms of suitable road geometry,

road pavement structure and road environment. Secondly, it is required for the purpose of maintaining general traffic in

an acceptable level of service. Thirdly, it is required to protect road site activities and environment from any potential

hazard generating from freight  transport.  In  order  to determine freight  transport  route network in an area,  there are

several  factors  that  should be  considered,  e.g.  freight  transport  demand,  land use  master  plan,  sustainability  of  the

environment, etc. This paper will discuss the determination of freight transport route network in Bali and West Nusa

Tenggara, Indonesia.
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LITERATURE REVIEW

According  to  the  Government  Regulation  No.  41/1993,  freight  transport  is  classified  into  general  goods

transport, container transport, heavy equipment transport and dangerous goods transport. According to the Government

Regulation No.43/1993 and several subsidiary regulations, general goods transport is allowed to use general traffic route

network, whilst other goods transport should only use a pre-determined route. In order to evaluate available alternative of

routes, several criterion can be used (Nelson et al, 2006; Dilgir et al, 2005; Pinella County, 2008), e.g. road class, road

geometry, access control, traffic performance, land use, population density, level of road side public activities, etc.

One of suitable method to evaluate the alternative routes is analytic hierarchy process (AHP). There are three

principals of AHP (Saaty, 1994), i.e.:

 Decomposition, i.e. breaking up the problems into its elements. This process should be continuously carried out until

no further fragmentation could be made (Figure 1).

 Comparative Judgment, i.e. conducting evaluation on relative importance of a pair of elements on a certain level

related to the higher level.

 Synthesis of Priority, i.e. sorting the elements based on relative importance through synthesis procedure (priority

setting). The magnitude of the priority is expressed in eigenvector value. The higher the eigenvector value, the more

important the element.

FIGURE 1

DECISION HIERARCHY

METHODOLOGY

In the determination of network route of container transport, heavy equipment transport and dangerous goods

transport, the following approaches have been made:

 The freight transport demand was projected from the 2006 Indonesian National Origin-Destination Survey.

 Based on the above freight transport demand and the existence of centers of freight transport and centers of activity

along with the pattern of studied area development, the pattern of freight transport was predicted.

 In order to facilitate the freight transport demand and pattern, several alternative routes were chosen based on the

criterions shown in Table 1.

TABLE 1

ALTERNATIVE ROUTES CRITERIA

Criteria Rate Evaluate Reject

Route Purpose Route serves many focal points Route serves some focal points Route serves no focal points

Part of Truck Routes Yes Could be No

Alternative No alternative route available Limited alternate route Better routes to choose from

Network Completion
Improves the network grid by

Limited value in grid completion Dead end route
joining one or more existing routes

Route Length
Significantly shortens normal travel Limited improvement to travel No distance reduction over

distances distance existing routes

Coverage
Significantly reduces trips off the Marginally decreases trips off No reduction in trips off the

freight network the freight route freight route

Goals

Criterions

Alternatives
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 Route selection was carried out using AHP based on several criterions, i.e. road status, road class, road geometry,

access control, annual average daily traffic (AADT), volume to capacity ratio (V/C), land use (for container, heavy

equipment transport and dangerous goods routes) and additionally population density and level of public activities

(for dangerous goods transport routes only).

 In the selected route, some improvement might be required such as upgrading of road class, improvement on road

geometry, etc.

RESULTS

Figure 2 shows the freight transport demand and pattern in Bali and West Nusa Tenggara in 2008 (20 years from

the study year in 2008). This was resulted from standard four steps transport modeling. 

FIGURE 2

DESIRED LINES OF FTREIGH TRANSPORT IN BALI AND WEST NUSA TENGGARA (2028)

It can be seen that Bali and West Nusa Tenggara were not quite important in terms of national freight transport.

Thickest  desired lines  were  connecting external  zones.  However  some significant  freight  transport  movements  were

found in movements related to the capital city of Bali (Denpasar) and capital city of West Nusa Tenggara (Mataram).

Alternative routes for Bali is presented in Table 2 and Figure 3. There were only two alternative routes, i.e.

North corridor and South corridor.  Starting from Ubung (a freight terminal near  Denpasar),  the South Corridor was

divided into two sub routes, i.e. a route serving to Padang Bai (ferry terminal) and another route serving to Tanjung

Benoa (ocean harbour).

Alternative routes for West Nusa Tenggara is presented in Table 3 and Figure 4. There were only two alternative

routes,  i.e.  mainly road  transport  corridor  and  road  transport  corridor  with  significant  role  of  ferry  transport.  Both

corridors in fact was still disconnected between Sumbawa Besar and Banggo due to very poor road condition between

those cities and lack of ferry service between those cities. Current freight transport to most areas in the East of Sumbawa

Island was dominated by ship transport directly connected to Lombok Island or other islands. As some parts of the

alternative routes could not be evaluated using the previously discussed criterions, it was impossible to apply AHP for

evaluating alternative routes in West Nusa Tenggara. However some suggestion for improvement will be discussed later. 

 < 1.000.000 

1.000.000 – 5.000.000 

5.000.000 – 10.000.000 

> 20.000.000 

10.000.000 – 20.000.000 
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TABLE 2

ALTERNATIVE ROUTES FOR BALI

Corridors Routes

North North Gilimanuk - Cekik – Celukan Bawang – Seririt – Singaraja – Kubu Tambahan – Bondalem – Abang – 

Amlapura – Candidasa – Padang Bai

South South

1

Gilimanuk – Cekik – Negara – Pekutatan – Antosari – Selemadeg – Tabanan – Sempidi – Ubung – 

Denpasar (By Pass) – Tohpati – Kusamba – Padang Bai.

South

2

Ubung – Denpasar (Imam Bonjol/By Pass Ngurah Rai) – Mumbul – Peken – Nusa Dua-Tanjug Benoa

FIGURE 2

ALTERNATIVE ROUTES FOR BALI

TABLE 3

ALTERNATIVE ROUTES FOR WEST NUSA TENGGARA

Corridors Routes

Mainly Road

Transport

Lembar-Mataram-Narmada-Mantang-Kopang-Terara-Masbagik-Pringgabaya-Kayangan-Ferry 

Transport to Sumbawa Island-Labuhan Tano-Alas-Utan-Sumbawa Besar-Lape-Plampang-

Empang-Banggo-Sawele-Dompu-Sila-Palibela-Bima-Wawo-Sape-Bugis

Road Transport with

Significant Ferry

Transport

Lembar-Mataram-Narmada-Mantang-Kopang-Terara-Masbagik-Pringgabaya-Kayangan-Ferry 

Transport to Sumbawa Island-Labuhan Tano-Alas-Utan-Sumbawa Besar-Ferry Transport to 

Cruise through Saleh Bay-Banggo-Sawele-Dompu-Sila-Palibela-Bima-Wawo-Sape-Bugis
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FIGURE 4

ALTERNATIVE ROUTES FOR WEST NUSA TENGGARA

Figure 5 shows the comparison between North corridor and South corridor of Bali using AHP. It can be seen

that in terms of road status, AADT, V/C, population density and level of public activities, north corridor was better than

south corridor.  Meanwhile in terms of road class, road geometry,  road condition, access control, and land use, south

corridor was better than north corridor. Table 4 shows the eigenvector value for north corridor and south corridor for

container  and  heavy equipment  transport  route  and  for  dangerous  goods  transport  route.  Based  on the  result  south

corridor was suggested for container and heavy equipment transport route whilst the north corridor was suggested for

dangerous goods transport route.

FIGURE 5

COMPARISON BETWEEN NORTH CORRIDOR AND SOUTH CORRIDOR OF BALI USING AHP
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TABLE 4

EIGENVECTOR VALUE FOR EACH CORRIDOR AND EACH TYPE OF FREIGHT TRANSPORT

Route

Eigenvector Value

Container and 

Heavy Equipment
Dangerous Goods

North Corridor 0.30 0.54

South Corridor 0.70 0.46

DISCUSSION

From the results of alternative routes evaluation, some improvements are still required in order that the selected

route can perform optimally. For Bali freight route, the required improvements are as follows:

 The road classes for some links such as Ngurah Rai By Pass and Tohpati-Kusamba By Pass have not yet determined.

This should be overcame because one of the requirements for a freight transport route is that it should consists of

series of road links with same or higher road classes than the required road class.

 Some part of the South route has not yet been installed with appropriate road safety equipments. This was especially

true for Selemadeg area and Kusamba-Angentelu link.

 In general access control in South route was satisfactory in urban area. However in inter-urban area access control

should be improved in order to increase road user safety.

 In a freight transport route, routine maintenance of road condition is very important. Although road betterment has

been carried out in Bali but Gilimanuk-Cekik link requires attention for road betterment.

 The location of Ubung freight terminal is recommended to be moved to Tohpati-Kusamba By Pass to avoid potential

conflict with the general traffic.

 In the North route, it is recommended to develop Singaraja freight Terminal.

 To avoid overloading, Cekik dan Seririt weighing bridges should be reactivated whist Batubulan weighing bridge is

recommended to be moved to Tohpati-Kusumba By Pass.

For West Nusa Tenggara freight route, the required improvements can be listed as follows:

 The road classes for some links such as Sumbawa Besar-Banggo and Talabiu-Bima-Raba need to be determined.

 In Sumbawa Besar-Dompu link, road widening and road betterment is required.

 Road safety equipments such as guard rail, sign and marking are required to be installed in some spots.

 In  Lombok  Island  with  limited  length  of  the  West-East  corridor  might  not  justify  a  dedicated  freight  transport

terminal. Instead, it can be integrated with the ferry terminals (Lembar and Kayangan). If in the future a dedicated

freight terminal is required the proposed location is Cakranegara (in the border of Mataram city).

 In Sumbawa Island, Sumbawa Besar can be functioned as a freight terminal in West of Sumbawa, whilst Dompu is

proposed to be a freight terminal in the East of Sumbawa.

 Kediri weighing station shoud be removed to Rumak. New weighing bridge needs to be provided in Eastern area of

Lombok Island such as in Simpang Negara and Sape.

CONLUDING REMARKS

Freight  transport is a very important for economic development of a nation. Therefore the determination of

freight  transport  network  route  is  essential.  For  this  purpose  affecting  factors  need  to  be  identified  and  a  suitable

evaluation and selection procedure needs to be implemented. AHP can be used as a reasonable method to carry out such

task.
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ABSTRACT 

 

Financial crisis struck South-East Asia Pacific Rim countries in1988 and the whole world in 2008. Identification of 

interurban road links and corridors with insufficient capacity was developed in 1990. It addressed the question whether the 

extra capacity needed should be supplied by new road links, or through widening of existing highways. A total of 1273 

kilometers of possible widening projects during the year period 1990-2010 was identified. This represents an average of 64 

kilometers per year at the equivalent cost for construction of 10 kilometers of four lane toll roads per year. This paper 

presents an analysis with a focus on the financial environment impacts. 

 

KEYWORDS 

Infrastructure Development, Financial Environment Changes, Cash-Flow 

 

 

INTRODUCTION 

 

The world today operates more than 450-million motor vehicles of which 350 million are cars. Having produced this 

monumental contribution to the mobility of goods and services, people indulged in forecasting. There were no car factories in 

Indonesia before 1970. All motor vehicles were imported either from the USA or Europe beginning 1910. Since 1970 several 

companies have produced cars under foreign licenses. At one time, more than 200 car trade-marks operate on the road. 

Consider how this fact is related to the traffic-jams taking place in many cities in Indonesia today.  

           

In the period of a decade or so ago, several large cities in South and East Asia undertook transportation studies. 

Regrettably, few real benefits were derived for the Asian cities studied, and the reports have frequently reposed as documents 

having only historical interest. The failure to recognize the impending magnitude of the cities’ transportation problems, 

resulted in the situation that evolved in Bangkok, in Manila, in Jakarta, and elsewhere in the region. The impetus for the 

present paper stems largely from analysis of study reports for the Jakarta Mass Rapid Transport (MRT) System: Monorail, 

Busway, Outer and inner ring-road, and Railway system linking central Jakarta to the International Airport in Cengkareng. 

The consultants sought to produce analyses that would be useful to the Jakarta City Municipal Administration in formulating 

policies for transportation infrastructure investment to overcome or to reduce traffic jams.  

           

 Previous transportation studies were mostly concerned with the technical questions of linking origin and destination 

points with an optimum road network. It is alleged that the studies reflected the contemporary view that transit and 

multimode transport systems didn't matter much. New studies are characterized by four major aspects: less reliance on 

computer models; more public participation; a wider range of criteria for evaluation; and an increased interest in transit 

alternatives. Of particular interest is that Jakarta recently evaluated post world financial crisis impacts study on Monorail and 

Busways transport systems review.  

          

The monorail transport system is geographically bounded by the contemplated outer and inner ring roads and the 

city toll roads. The busways transport system encompasses the five districts contiguous to the Metropolitan Jakarta Area, 

(Bogor, Depok, Tanggerang, Bekasi) or Jabodetabek. Reviews dealt with all modes for the movement of people. The 

transport sector of the busways study is but one of five sectoral reports: population distribution and employment; transport; 

housing and the urban rich, and urban public finance. In the final stages of the busway’s study, consonance among the four 

sectoral reports should be reached. Members of the Board of Transportation chose to consider their responsibilities as 

bounded by the likely amount of money that would be available for capital investments 
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           The agreed terms of reference for the monorail study required specific recommendations for transportation capital 

investments at different levels of expenditure. Three scenarios were selected to reflect the future size and distribution of 

population, employment, income, and car ownership: structure plan; uncontrolled growth; and managed growth. It was 

assumed that there would be some improvement in public sector investment planning and coordination, use of public sector 

investment to encourage and channel development, consolidation of development in the area close to the ring roads, and 

continued Government support to industrial and commercial centers outside Jakarta. The studies accepted (without alteration) 

those decisions regarding transportation infrastructure that had previously been made. Its financial aspects were considered as 

a lien on the future financial programs. Finally, forecasting trends in a social-political-economical arena would be difficult at 

best. It is a pity for example, to learn that the MRT/subway which was proposed in1992 is still “in the air” and it is said that 

the project will be executed in 2016. The Monorail system in Jakarta has been left unfinished until today. 

 

 

FINANCIAL ENVIRONMENT AND CONTROL 

 

There are at least three parties involved in an infrastructure project development, the owner, investor, and contractor. 

The contractor has two main financial functions to perform; namely to ensure that in simple accounting terms the revenue is a 

maximum, and that the expenditure is a minimum, while at all times cash is available to run the business. He must make 

decisions about programming, method of working, rate of working and overall policy from a financial standpoint. Both 

functions are inextricably bound; it is a matter of deciding from which direction the emphasis on control comes. 

 

The ideas should come from forecasting and budgeting, and heuristic accounting should give a fast and accurate 

check on what did happen in financial terms. The type of financial control suggests methods which may be beneficial to the 

contractor, owner, and investor. The owner is going to operate the infrastructure after its completion with reasonable tariffs to 

pay back the investment. The contractor receives money from the investor to turn ideas into reality. 

 

In most developing countries a lot of factors and variables constitute the financial environment and affect it 

positively or negatively. The factors and variables are interwoven and they create a multi-complex environment which is 

difficult to be modeled for even an advanced simulation to obtain solutions or alternatives. This explains why there has been 

less reliance on computer models. 

 

The following items should be taken into account: 

 

1. Stock exchange index and its changes 

2. Trade, exchange rates, budget balances and interest rates 

3. Output, prices and jobs 

4. Commodity price index 

5. Dry exchange index (shipping cost) 

6. Consumption credit (by general bank) 

7. Central bank rate 

8. Export commodity price trend 

9. Capital in and out of the country (free foreign exchanges movement) 

10. General economic indicators 

11. Ratio of government debt to gross national products 

12. Aggregate stock price index 

13. Mid-exchange domestic currency rate 

14. Government monetary policy (tight, moderate, loose money supply/monetary base) 

15. Flexible central bank interest rate 

16. Active traded stocks in the market 

17. Legal and illegal non-tax charges 

18. The presence of a foreign contractor, investor, owner 

19. Capital sources for infrastructure development projects 

20. Total population 

21. Economic growth rate 

22. Limited planning on infrastructure development 

23. Traditional and modern distribution of goods/services 

24. Inflation rate (year on year), domestic and global 
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25. Foreign loans and their categories 

26. Government bonds/notes (tradable) 

27. Central, provincial, district governments budget (deficit or surplus) 

28. State and private company budgets (deficit or surplus) 

29. Yield spread of government bonds 

30. Consumer “trust” index 

31. Cumulative food price variation 

32. Adaptation capability to face/to anticipate global financial crisis 

33. Foreign (paper) money exchanges rates 

34. Home mortgage interest rates 

35. Borrowing rate and interest rate on deposit are difficult to go down 

36. Interest rate and the rate of economic growth do not always go hand in hand 

37. Micro-credit growth and real production capacity growth are not compatible 

38. Infrastructure projects often are sound economically but are not sound financially 

39. Insurance on borrowing money for infrastructure investment/working capital project does not help a lot (up to IDR 1 

trillion) 

40. Government policy to subsidize public project development and operations 

41. Mass rapid transportation/sub-way needs an underground tunnel at least 20 meters below ground surface 

42. The cost of land acquisition for public infrastructure varies depending upon location and land use 

43. Special infrastructure development to support tourism industry 

44. The spread of the cost of money is not flexible 

45. Government stimuli programs often miss their targets.  

46. The cost of money cannot go down because banks offer high interest rate to retain investors (to not leave the banks) 

47. Contractors are not qualified to obtain government stimuli administratively and technically (accountability) 

48. Government account receivables cannot be realized in shorter times 

49. State budgets cannot rely upon debts only  

50. Expansion in public infrastructure depends upon the availability of an integrated financial survival system for 

investment, working capital, and consumption 

 

Usually, the methods of factor analysis is carried out to group variables and to find “main components” of the 

financial environment. However, there are indications that simulation methods may be adopted due to the complexity of the 

problems. If the power, structure, and output of the infrastructure development project are well organized, then “an exact 

solution” may be found. 

 

There are many aspects of construction jobs, and each of them may be used as the controlling factor: Rate of 

progress, Minimum construction time, Faultless workmanship, Comfort of local residents, Well-being and peace of mind of 

the engineers, and impeccable safety record. Contracting is a commercial exercise. The contractor is judged at each stage in 

monetary terms. His fitness to bid for the job is judged on his financial stability, the reward for doing the work is money, the 

penalty for default is money, and the aim of the company is to exist on a permanent basis therefore continuing profit is 

required. All the important aspects of a contractor’s activities are assessed in monetary terms. The business is run with 

financial matters uppermost in the minds of the people who make decisions in the organization. All actions and decision must 

be subjected to financial scrutiny, principally because the margins between success and failure in the business are so small. If 

an adverse results occur in several years, the company will have to cease trading, because of lack of capital 

 

  Control is the exercise of restrain and direction. The deviation from the “straight and narrow” should be measured, 

and corrective action can be taken. The way the finances move is calculated at the estimating stage, when the contractor has 

built up his price, in conjunction with the tender program, for a particular project. This is done with due regard to the 

requirements of the contract and the needs of the company. It is most important that the cash requirement is acceptable to the 

company and its bankers and that the cost of this cash is allowed for in the tender price. Bill of quantities and the contract 

program represents the progress of the job in financial terms. 

 

On a day to day basis, the decisions to spend money are made by the lower management. It is essential that no one 

should incur a liability without seeking some sort of approval. A manager must formally present a case for spending money 

and seek this approval on a regular basis. Each section of work on the site must be planned and budgeted is a similar way to 

facilitate the collection of the whole so that it may be presented in a condensed form. The detailed program has to be 
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accomplished and a standard pattern of financial control established. The calculations are best presented in a standard form 

for every team (gang) required and then these can be summarized to give the complete information. 

 

The forecasting should be most accurate for work in the near future, and some loss in accuracy will occur when the 

review has to predict far into the future. A three monthly rolling forecast is made each month when the forecast for the two 

following months is updated and a further month is added. Great stress must be laid on the following: 

 

1. The heuristic accounting must be fast so that comparison with forecast and reality can be made quickly 

2. Any deviation from forecast must be examined and a reason found for discrepancies 

3. Most important are these questions: has the nature of work changed, and do the items of measure or the revenue 

describe the actual work done? 

 

 All decisions should be put to the financial test. This is vital. At any time, revenue should be maximized and 

expenditure should be minimized. Labor, plant, materials, salaries, and site overheads contribute to cost. The monitoring and 

controlling of all activities comes from serious forecasting and quick checking of the results at regular intervals. 

 

Financial control, to be effective, cannot be separated from the financial environment, locally, provincially, 

nationally, regionally, and globally. Job scheduling in an infrastructure development project is of prime importance. It should 

be translated into a cash-flow, in and out, or simply, the schedule should be written in monetary terms. If the problems are 

well structured and organized, then modeling can be made easier. However, if the implementation of the schedule in practice 

has to rely upon good relations, value, and influence, then job scheduling may be made by using “fuzzy theory,” or by 

“Hybrid Artificial Immune System Simulation,” (H.A.I.S.S.) 

 

  The H.A.I.S.S. consists of the following: Project schedule modeling, Gantt chart and graphic presentation, 

Scheduling classification, Giffler-Thompson algorithm, De Castro and Timmis A.I.S. framework, De Castro and von Zuben 

clonal selection principle, the A.I.S. flowchart, Makespan computation, Inverse mutation flowchart, Pair-wise mutation 

flowchart, and Receptor Editing. The final outcome is a flexible and feasible (infrastructure development) project schedule.  

 

 

INDONESIA EXPERIENCE 

 

Historically, the first “highway” in Indonesia was built in the early 1800’s by the Governor General, H.E. Daendels. 

It stretched from Anyer in West Java to Panarukan in East Java. It had something to do with the effort to defend Java from 

foreign invasions. Asphalt was not known yet, and “natural pavement” was in use to make it possible for horses to carry army 

personnel and their equipment from one place to another. It was also used to carry letters and other post materials. In short, 

the purpose of the highway was to move goods and services faster. In several places the highway was vulnerable to heavy and 

prolonged rains, and therefore wooden bridges were covered with roofs - similar to those of houses. Later on, when asphalt 

and steel was available, asphalt pavement and steel bridges were introduced in highway construction. Circa 1930, concrete 

bridges were introduced since the first cement factory was built in Indarung, West Sumatra Province in the early 1900’s. 

 

Natural asphalt was found in Buton island, South Sulawesi Province, however, asphalt from Wonokromo plant in 

East Java was mostly used for the pavement. Production process, inventory, delivery, and usage of asphalt was controlled to 

obtain high quality pavement. Asphalt is still imported since domestic production doesn’t meet the demand to repair, 

maintain, and construct the road network in Indonesia. In 1950 the first “highway” (after independence) was constructed from 

central Jakarta to Kebayoran. Later on, a highway was constructed from East Jakarta to Tanjung Priok harbor such that the 

transportation of imported and exported goods didn’t have to go by central Jakarta. An experiment of the use of button 

asphalt for the pavement of the existed road between Bandung and Padalarang was done mechanically. Previously, materials 

and the pavement process were done manually with “the help” of road roller equipment. In the 1960’s a toll-road was 

constructed between Jakarta and Bogor/Ciawi. 

 

Due to the increasing motor vehicles production and its usage since 1970, traffic-jams occur in big cities and around 

them. All types of roads, such as the ring road, the inner-city toll-road, interchange-road, and between cities toll-road, have 

been “built.”  From 2004 up to 2009, more than 2.5 million cars and 20.5 million motor bikes have been produced. Probably, 

no cars or bikes can move anymore in Jakarta by 2012, if transportation system is still facilitated by present road networks. 

Congestion will occur everywhere. 
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 Before 2005, there were 608.12 kilometers of toll-road. After 2005 new toll-roads are in operation (68.49 

kilometers), some are still under construction (97.70 kilometers), contracts have been signed for 736.18 kilometers, projects 

have been tendered/offered for 279.04 kilometers, and 642.34 kilometers are still in the tender process. The construction cost 

varies, depending upon many factors, for example the sources of investment, the currency used (domestic and/or foreign), 

and the locations of the toll-road projects. In the 1990’s, the cost of construction of Padalarang-Cileunyi toll-road, section one 

(18,011823 kilometers) was USD 16,792,838.62 and IDR 42,530,423,276.86 (excluding taxes IDR 36,939,938,648.-); 

section two (17.606527 kilometers), was DM 41,156,186.94 and IDR 26,239456,285.40 (excluding taxes IDR 21, 

862,840,015.-). Total “length” of the toll-road was 35.618 kilometers plus 12.307 kilometers of interchange roads. The 

sources of foreign investment are: Saudi fund for Development (65 percent) and Kuwait Fund for Arab Economic 

Development (35 percent). Indonesian State Budget provided domestic currency, IDR. 

 

A twenty year evaluation period for the maintenance program was imposed, at inflation rates between 5 to 15 

percent, and discount rates between 7 and 19 percent. The most delicate problem was to find the route which had a stable 

land-based foundation. Geologic history of the region explained a lot of the conditions (which used to be the basin of an 

ancient natural made deep and large lake, of approximately 60 x 40 square kilometers at the elevation of 750 up to 900 meters 

above the sea level). With respect to the pavement, there were three alternatives, rigid, the most economical, or flexible 

pavement. Value engineering methods were applied to see if a cost saving was possible. The contractor and employees 

cooperated to find ways to obtain cost reduction with a “fifty-fifty” chance of success. Revision was sought and analysis led 

to a substantial cost saving which was equivalent to a reduction of 80 kilograms per square meter of additional dead load.  

 

It is ideal if a toll-road is straight (no curves or up and down terrain) so that fuel consumption of the vehicles on the 

road is optimum economically. In a country which has many hills and swamps and inhabitants, a perfect “straight-line” toll-

road is impossible. In the beginning, only cars are permitted to enter the toll-road. The situation changes when a lot of motor 

bikes/cycles are used by riders who want to enter the toll-road. A special arrangement should be made to facilitate them on 

the toll-road. 

 

 

THE PROCESS OF CONSTRUCTION IN TERMS OF MONEY 

 

  It takes months or even years to complete a feasibility study to develop a highway system. It consists of three stages, 

pre-study, feasibility, and environment effects study. It should meet three criteria; they should be economically, financially, 

and technically sound. Many times these three items don’t go hand in hand. Therefore, some trade-off steps are inevitable. 

The contractor, who wins the tender, has to follow some procedures: 

 

1. The winning contractor provides money for the first phase of the construction. The owner of the project doesn’t 

provide anything, in fact the contractor should deposit money in bank agreed by both parties; 

2. If the first phase of construction meets the terms as they are stated in the contract, the contractor can cash-out his 

deposit. The owner doesn’t pay anything yet. The contractor provides money for the second phase of the project, (he 

uses the cash-out deposit) 

3. If the second phase of construction meets the terms, the owner pays up to 40 percent of the total cost of the project. 

The contractor continues with the third phase. 

4. If the third phase of construction meets the terms, the owner pays the contractor the next 40 percent of the total cost 

of the project. The contractor continues with the fourth phase. 

5. If the fourth phase is completed and meets all terms stated in the contract, the owner pays 15 percent of the total cost 

of the project. The contractor does maintenance and repairs such that the project is in a good operating condition for 

commissioning 

6. The owner pays the last 5 percent of the total cost of the project to the contractor after the commissioning process is 

completed satisfactorily. 

 

The purpose of the scheme mentioned above, is to guarantee the owner a good construction job well-done, and at the 

same time, the contractor receives payments and obtain profits. Both parties are responsible for the smoothness of the 

execution of the project. Only qualified contractors are eligible to bid the project with the supports of their banks for the 

initial cost and the rolling working capital thereafter, (bank guarantees). 

 

  Phases are related to the road and highways construction technology. After the route and the borders of the highway 

are selected, and all geotechnical surveys completed, then the first phase of the construction can be initiated - to lay down the 
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base for the highway. This is the most important step to obtain a stable foundation. Earth moving equipment and rollers are 

used to obtain a stable and flat base. Then the next phase can be constructed. The results of previous geotechnical surveys 

should be accurate statistically; otherwise additional surveys must be conducted, which is not the job of contractor. 

 

The second phase is to construct the body of the highway which consists of several layers of various sizes of stones 

laid down on the top of the stable foundation. Three to four layers of stones are laid down, and each layer consists of 

homogeneous stone materials. The sizes of the stones decrease from the lowest layer to highest one. Each layer should be 

rolled carefully to obtain the strength to withstand motor vehicle axle pressures. If the land is too soft, then cement and steel 

may be used to construct concrete layers. Other alternatives of construction technology can be sought, provided the same 

strength is produced.  

 

The third phase is to construct pavement very carefully to obtain the right thickness and surface curve. Asphalt is 

commonly used to prevent water from entering the body of highway. If this happens, then the quality of the highway is going 

to deteriorate very fast. Water-flow and drainage systems are required to overcome this problem. Slippery surfaces and 

melting asphalt are dangerous for motor vehicle drivers. Safety on the highways is of prime importance, and the quality of the 

pavement is critical in this respect. 

 

The fourth phase is to install all necessary marks along the highway so that the users drive their cars conveniently, 

safely, healthily, and know where to go or to turn when they are heading for the right directions or destinations. The 

contractor should know all the rules and laws about the traffic on highways. The process of commissioning should guarantee 

an optimum quality. The percentage of payment depends upon the accomplishment of the contractor. It varies from one 

project to another. A certificate of accomplishment is made after an auditing process is completed. 

 

Another alternative of payment related to the progress of the construction work is formulated in the following way: 

 

1. Contract is signed, 20 percent of total cost is submitted by contractor, together with bank guarantees 

2. 30 percent of constructed work is completed, contractor receives his own money back, owner pays 20 percent of the 

total cost as stated in the contract 

3. 50 percent is completed, owner pays 20 percent  

4. 80 percent is completed, owner pays 30 percent 

5. 100 percent is completed, owner pays 25 percent 

6. Maintenance, repair, commissioning, owner pays 5 percent 

 

  If job scheduling resembles a micro-construction economic process, then job sequencing in construction work is 

similar to a macro-economic process. Suppose one kilometer of highway is divided into equal sections. Crew and equipment 

are deployed sequentially. Construction work is usually carried out during day-light hours, (from 7:30 am to 4:30 pm - 

effectively 8 hours per day).  

 

The contractor or site manager determines two important decisions: 

 

1. Expected progress rate of crew and equipment system working in the field 

2. Expected quantity of construction materials available in the field for a continuing process of works. 

 

 The construction progress rate tends to increase as crew service rates increase; to decrease as the number of crews 

increase; and be a maximum when crews are balanced. The expected quantity of materials tends to increase as the number of 

crew increase; to decrease as the relative service rate of crews and equipment systems increase. 

 

A solid construction project organization is required at the site and in the main office of the contractor. The 

organization consists of a Project Manager, Site Supervisor, Main Contractor, and Sub Contractors. Consultants assist 

supervision teams on all works in the field, and they report directly to the project manager. A good professional teamwork 

relationship among staff members and operators in the field is the key to the success of the endeavor. The teams work 

independently and they shouldn’t have any vested or conflicting interests in their jobs of inspection and investigation, in the 

office and/or in the field. It is very helpful if team-members know value engineering methodology. It is a people oriented 

approach with management by objective.   
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THE IMPACT OF GLOBAL FINANCIAL CRISIS 

 

Since September 2008, beginning in the U.S.A. a financial crisis has swept all over the world. Table 1 shows the 

payment received by contractors of seven highways projects in October 2007 - one year before the global financial crisis 

occurred.  

 

TABLE 1 

TRANSACTIONS IN OCTOBER 2007 IN BILLIONS IDR 
A 

(ONE YEAR BEFORE THE GLOBAL FINANCIAL CRISIS ERUPTED) 

 

Project 

Number 

Initial 

Total Cost 

Received 

Payment, RP 

Cost Profit Percent 

P/RP 

1. 58995170 7220000 6894687 325313 4.5057202 

2. 51298090 11302500 5129900 6173600 54.6215439 
b
 

3. 22000000 875468 875468 0 0.0000000 

4. 26900331 3172000 3170269 1731 0.5457125 

5. 21557958 2714066 2713858 208 0.0766377 

6. 27481258 2750000 2748130 1870 0.6800000 

7. 59636000 2402000 5724133 -3322133 (Pending)
 b
 

 
a
 All figures should be multiplied by 1000  

b
 Late payment will cost all parties 

 

TABLE 2 

TRANSACTION IN OCTOBER 2008 IN BILLIONS IDR 
A
 

(ONE MONTH AFTER THE GLOBAL FINANCIAL CRISIS ERUPTED) 

 

Project 

Number 

“Renewed” 

Total Cost 

Received 

Payment, RP 

Cost Profit Percent 

P/RP 

1. (Pending) - - - - 

2. 64000000 65448 65448 0 0.0000000 

3. 28250000 154347 154347 0 0.0000000 

4. 30000000 50000 237200 -187200 (Pending)
 b
 

5. 21000000 20000 18733 1267 6.3350000 

6. 30000000 1185383 118540 1066843 89.9998565 
b
 

7. (Pending)  - - - 

 
a
 All figures should be multiplied by 1000  

b
 Late payment will cost all parties  

 

The impact of the crisis is clearly shown in the following ways: 

 

1. One project was “temporarily” stopped in October 2007, (Project 1, pending), while two projects were completely 

stopped, and one was pending in October 2008 (project 1,7;4) 

2. One contractor operated at no profit at all in October 2007, (Project 3); while in October 2008, two contractors 

experienced the same events, (Project 2 and 3) 

3. One contractor operated at lost in October 2007, (Project 7), while in October 2008 one contractor experienced the 

same event (Project 4) 

4. One contractor received late payment in October 2007, (Project 2), and one contractor experienced the same event in 

October 2008 (Project 6) 

5. In terms of profit percentage, the highest was 4.5057202 (Project 1), and the lowest  was 0.0766377 (Project 5) in 

October 2007; while in October 2008, the percentage was 6.3350000 (Project 5) 

6. It seems that only two projects survived, (Project 5 and 6), and the others were in trouble. 
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The margins between success and failure in the construction business are small. The most critical time in the 

currency of a contract is in the first period or few months. Despite the apparent chaos in putting up offices, hiring/acquiring 

land, etc. the detailed program for the first three months of construction work must be accomplished and a standard pattern of 

financial control established. However, those aren’t enough, because contractors cannot control the financial environment 

during the process of contracting or during the implementation of the program. The global financial crisis affects the 

ownership of many companies. The government took actions by ordering state owned companies to assist private companies 

by adding their shares. It amounted up to IDR 1.736 trillions in four separate projects. It was intended to boost future 

investment, profits, and competitiveness. It was also expected to increase business synergy among the operators of various 

toll-roads, to enhance service quality and financial capability by reducing business risk through assets diversification. 

     

 

CLOSING NOTES 

 

The global financial crisis since September 2008 has had a devastating effect on business. Highways development 

projects suffer the most. Transportation and traffic systems are the backbone of goods and service movement. Delaying 

highways and road network construction obstructs economic progress nationally. So far, methods haven’t been found to 

predict when a financial crisis will occur. 

 

The source of the problem is the lost of trust and confidence in the ways financial institutions manage money. 

People invest their money in various ways to obtain maximum return. Governments borrow money beyond their capacity to 

pay-back even with the lowest rate of interest. In short, what has happened was that private and state owned companies were 

“falling in love into a bankruptcy.” Government and the people at large became the victims. 

It is hard for construction companies now to obtain working capital in Indonesia. Companies who won tenders are in a 

difficult position to carry out the projects. Faced with a force majeure situation, they asked the owner of the project to re-

calculate the total cost incurred. They also asked their banks to restructure their loans. Solutions come very slowly and many 

times they faced delicate problems about which company would be rescued first. It becomes an awkward prospect for all 

parties, because the problem of such magnitude is unmanageable. Forecasting financial environment changes by any methods 

(fuzzy, factorial analysis, simulation) cannot be done without quantitative inputs. Available economic models aren’t valid to 

solve dynamic and chaos conjectures. 
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ABSTRACT 
 

This research paper is aimed at investigating the performance index of green supply chain by proposing green 
supply chain performance model, and developing the green supply chain performance indicator along with green supply 
chain cost analysis using regression model. The green supply chain performance index to the company proposed in this 
study is developed based on a framework of the proposed model, and investigated by using a case study of furniture 
industry to identify the impact of green to the supply chain performance management.  

 
KEYWORDS 
Increasing Efficiency, Green Supply Chain 
 
 

INTRODUCTION 
 

It has been increasing in environment responsiveness in recent years. People are aware of toxic substance usage, 
global warming, and non-replenish resource reduction. Numerous communities are aware of such problems and have 
developed and applied a concept of green principles to overcome the problems such as using the recycle papers for 
packaging, using environmental friendly raw material, and reducing the usage of petroleum power. Green supply chain 
was emerging and expanded to many organizations across supply chain, and is defined as “the process of using 
environmentally friendly inputs and transforming these inputs through change agents – whose by products can improve 
or be recycled within the exiting environment” (Penfield, 2007). Managing green supply chain may cover all activities 
from upstream to downstream (i.e., product design to recycle) in different sectors such as manufacturing or service. 
Nevertheless, managing supply chain may need the measures and metrics in the success of an organization that has 
received much attention from researchers and practitioners. Green supply chain performance is found to have less 
attention due to the difficult of measuring toxic chemical substances usages or emission and waste that have an impact to 
environment. Therefore, the role of measures and metrics cannot be overstated because they affect strategic, tactical, and 
operational planning and control. It has a vital role to play in setting objectives, evaluating performance, and determining 
future courses of actions (Gunasekaran, 2004). The objectives of the study are to: 1) develop a new theory and model of 
green supply chain performance index, 2) assess performance index by developing green supply chain performance 
indicator, 3) assess green supply chain cost analysis using regression model, and 4) investigate the relationship between 
green supply chain performance and green supply chain cost. 
 
Scope of the Study 
 

Scope 1: Investigating green supply chain performance index by using exemplary case studies in Thailand. 
Scope 2: Evaluating green supply chain cost by using exemplary case studies in Thailand. 
Scope 3: Analyzing green supply chain cost by using regression model. 

 
Benefits of the Study 
 

Benefit 1: Being able to identify efficiency of green supply chain and performance indicator of furniture and 
automotive manufacturing. 
Benefit 2: By proposing green supply chain performance model, it can be used as a generic model for other 
related industries. 
Benefit 3: Using the regression model allows the green supply chain cost analysis can be developed based on 
environmental management strategies. 
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RESEARCH METHODOLOGY 
 
Research Overview 
 

The research presented here will thoroughly investigate Green Supply Chain Performance Indicator and Green 
Supply Chain Cost as dependent variables (Y), as well as independent variables such as Location, Production, Inventory, 
Transportation (X1), and Ecology, Society, Economy, Policy/Regulation (X2). A conceptual framework of the inter-
relationship among each variable is illustrated as follows: 

 
FIGURE 1 

CONCEPTUAL FRAMEWORK OF THE DISSERTATION 
 
 
Independent Variables     Dependent Variables 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

 
Research Design 
 
 1) Identify problem statement of the research study 
 2) Review and survey literature 
 3) Hypotheses development 
 4) Collect primary and secondary data 
 5) Develop a model of green supply chain performance 
 6) Develop green supply chain performance index 

7) Investigate the model and index by using a case study of Furniture Industry 
8) Analyse the results 
9) Draw conclusion and recommendation 

 
Figure 2 illustrates a proposed model of Green Supply Chain Performance (GSCP). In an attempt to define a 

new concept of green supply chain, it is essential to develop some models that can support the validation of the theory 
presented. This chapter, therefore, proposes a model of GSCP of the relationship between each variable. This model was 
derived by considering previous independent models of green supply chain, performance, and cost. When developing this 
model, a number of research sources were reviewed. 
 
 
 
 
 
 

X1 

- Location (of facilities and sourcing 
points) 

- Production (what to produce in 
which facilities) 

- Inventory (how much to order, 
when to order, safety stocks) 

- Transportation (mode of transport, 
shipment size, routing, and 
scheduling) 

X2 

- Ecology 
- Society 
- Economy 
- Policy/Regulation 

 

Y 

- Green Supply Chain 
Performance Indicator 

- Green Supply Chain Cost 
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Research Tools 
 

Empirical research studies will select furniture and automotive industries as an exemplary case study that may 
include: 

1) Case research 
2) Field surveys and interviews 
3) Field experiments 
4) Mail surveys 
5) Laboratory experiments and game simulations   

   
Research Survey 
  

This study will develop a new questionnaire based on the questionnaire created by Choomrit, et al. (2010) that 
contains three sections: GSCM practices, GSCM performance, and GSCM pressure/driver shown  in Appendix A.  
 
Experiments and Data Collection 
  
 A process of the research study starts with the in-depth interview with an exemplary companies working in 
furniture industry and automotive industry. Data was collected from that the population working in such particular fields, 
and the sampling size calculated by the use of Taro Yamane‟s concept at 95 % confident level.  

 
Data Measurement and Analysis  
  
 Based on the questionnaire developed by Choomrit, et al. (2010), this research study tested the questionnaire 
given to 10 pilot subjects of those companies operating towards environmental aspect. The questionnaire was divided 
into 3 categories: 1) GSCM practices that contains internal environmental management, green purchasing, eco-design, 
cooperation with customers, and investment recovery; 2) GSCM performance that contains environmental, positive 
economic, and negative economic; and 3) GSCM pressure that contains market, regulatory, and competition. Internal 
environmental management was divided into several issues and appeared as follows: 
 

 Mean Standard Deviation 
1. Internal environmental management   
1.1Commitment of GSCM from senior managers  3 0.71 
1.2 Support for GSCM from mid-level managers 2.8 0.84 
1.3Cross-functional cooperation for environmental 
improvements 3.8 0.84 
1.4 Total quality environmental management 3.4 0.55 
1.5 Environmental compliance and auditing programs  3.2 1.30 
1.6 ISO 14001 certification 2.4 1.14 
1.7 Environmental Management Systems exist 3.2 0.84 
1.8 Eco-labeling of Products 3.4 0.55 
1.9 Support of regulations environment 3.2 1.10 
2. Green purchasing   
2.1 Cooperation with suppliers for environmental objectives  3 1.22 
2.2 Environmental audit for suppliers‟ internal management  3.2 1.48 
2.3 Suppliers‟ ISO14000 certification 3 1.22 
2.4 Second-tier supplier environmentally friendly practice 
evaluation 3 1.22 
3. Eco-design   
3.1 Design of products for reduced consumption of 
material/energy 3.2 0.45 
3.2 Design of products for reuse, recycle, recovery of 
material, component parts 3 1.00 
3.3 Design of products to avoid or reduce use of hazardous of 
products and/or their manufacturing process  3 1.22 
3.4 Design of product for support regulation 2.8 0.84 
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3.5 Design the products that weight and the least capacity for 
decrease taking time, the area stores, and the energy between 
the transportation leas 3.4 0.55 
3.6 Design the products to be easy set up for the users in the 
most energy saving way 4 1.22 
3.7 Design usability of part particularly for Extend using 
products, repair easy and increase efficiency 3 0.71 
3.8 Make the maintains table for the capacity certainly of 
products and don‟t deteriorate which will cause gas glass 
house abandonment less  3.2 0.84 
4. Cooperation with customers   
4.1 Cooperation with customer for eco-design 3 1.22 
4.2 Cooperation with customers for cleaner production 2.6 0.89 
4.3 Cooperation with customers for green packaging 3.2 0.84 
5. Investment recovery   
5.1 Investment recovery (sale) of excess inventories/materials  3.2 0.84 
5.2 Sale of scrap and used materials  3.2 0.84 
5.3 Sale of excess capital equipment 3 0.71 

 
 The results were analyzed by using a Microsoft Excel program to identify mean and standard deviation. It was 
concluded that the subjects responded to the questions of commitment of GSCM from senior managers with a mean score 
of 3; support for GSCM from mid-level managers with a mean score of 2.8; cross -functional cooperation for 
environmental improvements with a mean score of 3.8; total quality environmental management with a mean score of 
3.4; environmental compliance and auditing programs with a mean score of 3.2, ISO 14001 certification with a mean 
score of 2.4; Environmental Management Systems exist with a mean score of 3.2; eco -labeling of Products with a mean 
score of 3.4; and support of regulations environment with a mean score of 3.2. Therefore, an issue of the internal 
environmental management developed for eco-companies was found to be satisfactory and should be improved in the 
near future. 
 
 Furthermore, the subjects responded to the questions of cooperation with suppliers for environmental objectives 
with a mean score of 3; environmental audit for suppliers‟ internal management with a mean score of 3.2; suppliers‟ 
ISO14000 certification with a mean score of 3; and second-tier supplier environmentally friendly practice evaluation with 
a mean score of 3. It was summarized that green purchasing had its average score and the company should adjust 
procurement system in relevance to green issue.  
 

Thirdly, the subjects responded to the questions of design of products for reduced consumption of 
material/energy with a mean score of 3.2; design of products for reuse, recycle, recovery of material, component parts 
with a mean score of 3; design of products to avoid or reduce use of hazardous of products and/or their manufacturing 
process with a mean score of 3; design of product for support regulation with a mean score of 2.8; and design the 
products that weight and the least capacity for decrease taking time, the area stores and the energy between the 
transportation leas with a mean score of 3.4; design the products to be easy set up for the users in the most energy saving 
way with a mean score of 4; and design usability of part particularly for Extend using products, repair easy and increase 
efficiency with a mean score of 3; and make the maintains table for the capacity certainly of products and don‟t 
deteriorate which will cause gas glass house abandonment less with a mean score of 3.2. In fact, the regulation wasn‟t 
beneficial to how product should be designed ecologically. Adjusting the regulation may take longer time than expected. 
However, designing the products to be easy set up for the users in the most energy saving way had its highest score 
among all questions within an issue of eco-design. This could be criticized that promotion of energy saving nowadays in 
Thailand has been tremendously announced to public, and will continue to expand accordingly.  

 
Next, the subjects responded to the questions of cooperation with customer for eco-design with a mean score of 

3; cooperation with customers for cleaner production with a mean score of 2.6; and cooperation with customers for green 
packaging with a mean score of 3.2. Practically, while the eco-company making cooperation with cus tomers for cleaner 
production it lacked of knowledge of cleaner production that leads to failure in coordinating with its customers. Finally, 
the subjects responded to the questions of investment recovery (sale) of excess inventories/materials with a mean score of 
3.2; sale of scrap and used materials with a mean score of 3.2; and sale of excess capital equipment with a mean score of 
3. It was concluded that investment recovery found to be fairly at a medium level. The recovery investment was 
anticipated to be difficult due to current economic circumstances in Thailand. 
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Anticipated Research Findings and Deliverables  
 
  It is anticipated that the proposed model of GSCP will be of use for testing hypotheses to identify efficiency of 
green supply chain and determine its performance indicator. Moreover, the study also investigates how a cost reduction 
can be done across the supply chain of an exemplary company considering environmental impacts. Especially, this 
research study will collect primary and secondary data according to furniture manufacturing. It is due to all furniture 
manufacturers have focused more on design, but they are not yet fully aware of green production. Therefore, this paper 
will thoroughly investigate such issue to succeed the potential for environmental efficiency improvement to become 
evident. It is also suggested that the performance index of green supply chain by proposing green supply chain 
performance model, and the green supply chain cost analysis using regression model will be develop ed based on 
environmental management strategies that is integrated into all of the processes spanning product design, procurement, 
manufacturing and assembly, packaging, logistics, and distribution. 
 

In conclusion, green supply chain was emerging and expanded to many organizations across supply chain. 
However, a few researches have focused on how to develop the performance index of green supply chain and the green 
supply chain cost analysis. The focus of the study is that the factor that make the company in  different industries to adopt 
the proposed model of green supply chain performance and develop its index in their organization. The survey will be 
sent to furniture manufacturers across the country. Survey questions will be asked to see the perspective of  the 
manufacturers in green supply chain and what make them apply it, as well as the future trend. It is hoped that the 
performance index and cost analysis presented here in the study would be a framework used for setting up green standard 
into all stages of the value chain. 
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ABSTRACT 

 
            The purpose of this article is to describe and investigate of reasons or factors that behind the success and failure of 
shipping industry for sea freight transportation in Thailand. Shipping is frequently considered a high risk industry. It was 
found to be a money-losing investment for most of the investors since 2000. As South Korea’s Hanjin Shipping Co. sank 
into bankruptcy. The bankruptcy of the Hanjin shipping line has thrown ports and vendors around the world into 
confusion. The bankruptcy was having a ripple effect throughout the global supply chain which could cause significant 
harm to consumers, Thailand, the U.S. economy and the global economy. China Shipping Container Lines in Thailand 
decided to close out of business and approved merger of Cosco, China Shipping due to the financial crisis. On the other 
hand, the industry-wide aspects, including the global economic growth, volume of global trade as well as the shipping 
market figures in terms of expected supply development and prevailing day rate levels, proved more insightful. This 
demonstrates the truly international and commoditized nature of the shipping industry. The researcher reviewed 
literatures and conducted the qualitative applied research using structured in-depth interview with the experts in Thai 
shipping industry. The research results found that the present global economic crisis and low freight rates have a strong 
impact on the maritime market. Many companies are suffering huge losses. Also, good strategies and leadership were the 
key success factors in this business.  
 
KEYWORDS 
Sea Freight Transportation, Shipping Industry, Business Situation 
 
 

SIGNIFICANCE OF THE STUDY 
 

Nowadays, the shipping industry is not secured from an economic collapse. This circumstance is known from the 
global financial and economic crisis, which has started since 2008 and had a negative strong impact on the shipping 
market. The shipping is the faithful servant of global trade and a fulcrum of economic development, facilitating an 
estimated 90% of global trade volume. The world is more dependent on it. The industry is influenced by aspects such as 
economy, trade, production, consumption, politics, financing and technology that drive the demand and supply of 
industrial goods, raw materials and shipping transport services. A severe decline of freight rates and time charter or in the 
fore mentioned factors, is almost instantaneously visible throughout the shipping line market. Freight and charter rates 
have dropped, works are being cut, and many vessels are being parked for months. Hanjin Shipping is a good example. 
For many years, Hanjin Shipping Line has been in a situation of overcapacity, which was depressing rates and impairing 
the profitability of the company. Hanjin was the world’s seventh biggest shipping line and the first shipping collapse in 
30 years. After that, Japan’s Largest Shipping Firms, K-Lines, MOL, NYK, decided to merge container operations for 
survival, including the two Chinese container lines Cosco and China Shipping. The study investigates the effects of 
financial crisis on the container shipping industry. In the first part, the root causes of the 2007 global economic crisis are 
presented, its overall effects along with a comparison with prior recessions. In the second part the impact of the crisis on 
the container shipping industry is investigated, as well as the efforts of the shipping division to respond to and meet the 
challenging situation through the adoption of new practices. Finally, both the effects and the newly adopted practices are 
summarized and evidently presented, so that future research is facilitated. The objectives of the study are to: 1) analysis 
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risk factors of Failure of Maritime Industry in Thailand and the effects of global financial crisis on the liner shipping 
industry, and be aware of factors of Success of Maritime Industry in Thailand. 
 
Benefits of the Study  
 

1) Being able to realize risk issues of Failure of Maritime Industry for Sea Freight Transportation in Thailand.  
2) To understand factors of Success of Maritime Industry in Thailand. 
3) Being able to comprehend the ideas and attitudes of Shipping Line Firms. 

 
 

LITERATURE REVIEW 
 

The economic crisis that happening in 2007 is measured to be responsible for the establishment of the Greatest 
financial dislocations since the Great Depression of the 1930s (Melvin and Taylor, 2009). The crisis created the most 
synchronized global depression episode of the past seventy years, as considerably every developed economy deepened 
into depression and many emerging and developing economies followed suit. Although the global economy began to 
display recovery signs and a significant reduction of the actual activity around the world, the restoration seems to be 
inconstant and the global economy is probable to feel the adverse effects of the crisis for a long time period (Claessens 
and Kose, 2008). 

 
The effects of global economic crisis on the Maritime Industry 
 

The financial decline of the post 2008 period has an important influence on global trade, transportation and 
logistics (Ng and Liu, 2010). The derived effects are measured to be both negative and positive, in the sense that the 
depression offers the shipping lines with the chance to criticize and create new procedures in the advent of optimization. 
The liner shipping industry has been influenced as well, in terms of capacity, new ship-building orders, supplied services 
and alliance patterns among the key players. 

 
The economic crisis negative impacts 
 

The shipping industry is considered to be capital-intensive, presenting a high debt proportion, high monetary 
risks and unsteady revenue. Furthermore, it is also affected by oil expense and exchange rate. For the beyond stated 
reasons, the debt paying capacity of shipping companies’ represents a significant standard for investors, particularly 
during the age of financial crisis (Lin et al., 2010). The gradually growing low-cost manufacturing ability of the Far East 
countries during the period of 2005-8, subsequently led to an important rise in demand for marine transport, with 
shipping rates reaching expressively high levels (Bradley et al., 2009). The present worldwide economic crisis triggered a 
plunge in global trade that has affected the demand for containerized transportation, finally leading to charter rate 
decrease. In addition, the unpredictability of the Euro/US dollar exchange rate had as significance the agreement on long 
term charters using a combination of currencies. The volume of containerized shipment was also affected by the 
significant decline in bulk carrier rates that caused in a partial shift of cargo back to the bulk carriage (Alphaliner, 2009). 
Therefore, freight tariffs in the containerized commercial have significantly dropped, with the 60% deterioration in the 
Europe-Asia lane. In the Asia- Europe section, the rate deterioration was incremental after the first quarter of 2008. In 
both the Transpacific (US-Asia WB and Asia/ US EB) and the Transatlantic (Eur-US WB and US/ Eur EB) routes the 
rate decrease was essential after the fourth quarter of 2008 (Containerization International – accessed 5 June 2010). The 
econometric model planned by Luo et al. (2009) recommends that the freight rate discounts will continue until 2014 and 
then increase steadily until 2016. Besides the freight rate decreases, parts of both current and new services have been 
either postponed or withdrawn (i.e. Navibulgar, closed its Europe-Black Sea network (Alphaliner, 2009), due to the fall 
of particular transportation volumes. The shipping part has been also influenced by the difficult financial circumstances 
of the industrial firms, as the shutting down of enterprises leads to weak export demand. Characteristic was the decision 
of Maersk Line to lay off 3000 workers operating in the container division (January 2008), to decrease by 700 the 
working places in the Chinese market by 2009, and shut down the global services center in Guangdong (November 2008) 
(Luo et al., 2009). 

 
Shipping Industry has been hit predominantly hard by the financial disaster. The recession in trade has 

unswervingly led to a quick deterioration in demand for transport and associated services. For example, port traffic in the 
world’s largest container ports, Singapore and Shanghai, diminished by 13.5 and 11 percent respectively in 2009. Yet, in 
spite of this recession in demand, the shipping fleets’ ability has been growing throughout 2009, as vessels ordered in 
earlier years continued being delivered by the world’s shipyards. Between January 2009 and January 2010, the world 
fleet’s total container carrying capacity improved by 5.7 percent. The dry bulk tonnage for the transport of coal, iron ore, 
and grains increased by 9 percent. The low freight rates, combined with the decline in trade volumes, have led to historic 
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financial losses for the operators. The world’s largest container shipping firm, Maersk Line, reported a loss of $2.1 billion 
in 2009. Hanjin Line lost $1.1 billion during the same year, Neptune Orient Line lost $741 million, and similar losses 
were recorded all across the manufacturing. The shares of container transporters today are worth two-thirds less than at 
their peak in 2007. 

 
The demand for container shipping services has recognized a noticeable collapse and the freight rates have 

suffered a sharp drop. There was never lack of consignment in the past, meaning prior 2009, but that’s no longer the case 
after the disaster. The drop of consumption in the West and of production in the East, caused the global container fleet 
huge cargo capacity to be no longer filled. The latter could not be without effect on the market of container transport. The 
global monetary and economic decline of 2008 has caused  a sharp downturn of the economy and the maritime market. 
This has directly led to a swift fall in demand for transportation and related services. For example, through puts in the 
world’s largest container ports; Singapore and Shanghai, reduced by 13.5% and 11% respectively in 2009. Added to the 
fact that earlier in June of the same year, the China Containerized Freight Index displayed that Chinese exports were 
down 21.4% year on year, ever since China became the world’s factory. World-class ports including the port of 
Hamburg, Los Angeles/Long Beach and New York, have registered noteworthy slowdowns compared to year 2008. 

 
The financial crisis positive effects 
 

Apart from the undesirable effects, the economic crisis offers the chance to shipping businesses to improve their 
fleet capability, decide on the type of vessels needed to be ordered, as well as to decide on alternative shipping routes. 
Further practices to challenge the crisis can be deployed by the firms, including the fleet procedure effectiveness 
development, the fleet operation benefit development, the growth of single vessel Deadweight, the control of fleet prices, 
the build on win-win co-operations and fair competition, and the strengthening of information exchange (Min et al., 
2009). 
 
How the Business Adapt to the Crisis 
 

Freight rates and second hand vessel prices react instantly to a change in the supply and demand balance. The 
supply of new capability, nevertheless, reacts much more gradually. The business has five ways to adapt its supply to 
deterioration in demand. Initially, it will instantaneously stop ordering new tonnage. Secondly, it may demolish vessels. 
Thirdly, it may, to some extent, terminate or postpone current orders at the shipyards. Fourthly, vessels may slow steam, 
thus reducing the actual capability supplied by the present fleet. And finally, the industry may provisionally withdraw 
existing tonnage from service. 

 
 

RESEARCH METHODOLOGY 
 

The researcher conducted interviews with operation managers and vice presidents of shipping lines firms that 
have offices in Thailand in order to seek out what are important factors of failure and success and business situation of 
shipping industry in Thailand. They commented that the slowdown in global economy has had dramatic effect in the 
global maritime industry and also in Thailand. The container-shipping industry has been extremely unprofitable over the 
past five years.  The three Japanese firms, Kawasaki Kisen Kaisha (K Line), Mitsui OSK Lines (MOL) and Nippon 
Yusen Kaisha (NYK), have made a decision to incorporate came on the back of low oil prices, sluggish cargo demand, 
oversupply of trade capacity, and container freight rates at historic slumps. Hanjin Shipping's failure is by far the largest 
container shipping bankruptcy in history and the consequences will remain to reverberate throughout global supply 
chains and the transportation division. Hanjin had been in financial struggle since the GFC in 2008. There's an 
oversupply of vessels in the market. As the world’s seventh-largest shipping company filed for bankruptcy, leaving 128 
of its 141 vessels and hundreds of its crew members stranded. Hanjin Shipping, located in South Korea, failed to 
protected financing from Korea Development Bank, producing an unexpected end to services. Due to its lack of finances, 
many docks world-wide have blocked and denied Hanjin vessels the capability to port, in fear of not receiving the 
payment. Hanjin ships including 61 container ships and 18 bulk carriers have been denied port access. This rejection has 
caused thousands of customers and over 8,300 cargo owners to wonder what will occur to the vessels and their shipment, 
totaling $14.5 billion dollars. The bankruptcy of the Hanjin shipping line has thrown ports and vendors around the world 
into confusion. The bankruptcy was having a ripple effect throughout the global supply chain which could cause 
significant harm to consumers, Thailand, the U.S. economy and the global economy. China Shipping Container Lines in 
Thailand made a decision to close out of business and approved merger of Cosco, China Shipping due to the financial 
crisis. 

 
On the others hand, the researcher found out that good strategies and leadership were the key success factors in 

this business. To succeed in business today, the companies need to be flexible. They need to manage risk in business by 
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providing more services. Customers can get all they need in just "one stop". For example, they should provide Customs 
Clearance, Warehouse or Distribution Center, Domestic Transportation, Cross Border, Packing and so on. The shipping 
lines company should not offer only International Freight Forwarding Services in order to manage risk in this business. 
Also, the companies ought to have a good leader who has a positive attitude because A positive environment is more 
likely to create a more engaged and productive workforce.  And by presenting passion and confidence, a good leader will 
comprehend the impact that they are able to have on the working environment. Moreover, the leaders should have a good 
motivation because the motivation is a goal-oriented specific that assists a person accomplish his purposes. It pushes an 
individual to work hard at attaining his or her goals. An executive ought to have the right leadership traits to influence 
motivation. 
 
 

CONCLUSION 
 

The global downturn has furnished an experience that mostly policymakers, economists and practitioners never 
thought they would verify. The global financial and economic crisis has significantly affected the container-ship market 
and the shipping industry as a whole. The combination of small demand for container-ship services and the persistent 
entries of new tonnage into the shipping market have caused in a severe overcapacity. Time charters freight rates because 
of the reduced speed of vessels, and freight costs, have fallen radically due to the poor demand of shipment. Additionally, 
these falls are faster than the declination of international exports, meaning that at some point of time, the elements of 
negative prospects rising from the global financial and economic disaster could have had also the emotional effects on the 
container-ship market. The same psychological effects have also influenced the oil price. This market which can easily be 
affected by a range of complicated issues such as production, consumption, trade, economy, financing and so on, has a 
delicate cycle forecast. The future of the maritime industry is dependent on the time that is needed, in order to recover 
from the effects of the decline. 
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ABSTRACT 
 

Thai logistics system can easily connect to the neighbor countries and others in the Southeast Asian region. Logistics 
system could be easily connected to efficient transportation through several infrastructures, such as motorway, waterway, or 
airway. According to the above reasons, many local and international real estate firms have invested in building “Serviced 
Apartment” in Thailand to supply foreigner’s demand. About 90% of the foreigners have come to Thailand in order to launch 
their businesses or find out the employment in short-run or long-run conditions. Serviced Apartments business still has many 
risk factors, which can affect the capacity of entrepreneurs. One of the reasons is that if the economy gradually declines, it 
will directly affect to foreigners who interest to invest in Thailand. The objectives of the study are as follows: (1) To develop 
logistics cost model in service, (2) To develop logistics performance measurement in service and (3) The case study of 
Oakwood service apartment in Bangkok. 
 
KEYWORDS 
Supply Chain, Logistics Costs, Performance Measurement  
 
 

INTRODUCTION 
 

When considering about logistic management and associated logistics cost, it is usually relevant to the production 
industry. Nowadays, many studies have shown the logistics cost is not only concerned with the transportation cost, but it is 
also focused on the warehouses cost, customer service/order entry, inventory carrying and administration. At the present, 
most of the business areas have an attempt to create the competitive advantage by decreasing the cost or/and increasing the 
efficiency of production, however, the specific part of cost is considered at the part of logistics cost. The reason is to evaluate 
the process that can measure the whole cost of the business and increase an efficiency and effect of the business in an 
appropriate way. 
 

At this time, the researchers in Thailand are trying to study about the concerned cost in order to apply the 
methodology to find out the real logistics cost in each company and industry. The benefit of this logistics cost survey is 
focused on the competitive advantage of product and service in Thailand. This methodology is in the range of wide spread in 
many countries. Therefore, the study of logistics cost in each business would help to know obviously about the cost. The 
result of this study could be used as a reference and a plan of product and service. 
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More than 1,600 units of service apartments are being planned completely in 2006, represent almost 20% of the 
present stock. However, rental and occupancy rates will likely maintain its stability in this year (Jones Lang LaSalle research, 
2006). 

 
 

LITERATURE REVIEW 
 

In recent years, effective logistics management has been recognized as a key element in improving both the 
profitability and the competitive performance of firms. In the late 1980s and early 1990s, Customer service took center stage 
in many organizations. Even organizations that had previously adhered to the marketing concept were reexamining what it 
meant to be customer driven. 
 

A natural definition of property rights was advanced by John Locke advanced the theory that when one mixes one’s 
labor with nature, one gains ownership of that part of nature in which the labor is mixed. This theory has been associated with 
the labor theory of value (Wikipedia, 2006). 
 

Customer service is a process, in which three personalities are included, 1) Buyer 2) Seller 3) Third party. The 
process results, which is in a value added to the product or service exchange. This value added in an exchange process might 
be short term as in a single transaction or longer term as in a contractual relationship. In a process view: Customer service is a 
process for providing significant value added benefits to the supply chain in a cost effective way. (La Londe, et., al, 1988) 
 

Smith (1991), defined that logistics in service industries defined that many activities included within Logistics 
management. Logistics start with inputs that how to logistics process including natural, human, financial, and information 
resources. Suppliers or delivery people will search for resources, then it comes to management systems, started from 
resources searching, production until in-process inventory and finished goods. The directors will prepare Logistics operation 
from planning, operation and monitoring. The outputs of the logistics system include competitive advantage for the 
organization resulting from a marketing orientation and operational efficiencies and effectiveness, time and place utility, and 
efficient movement to the customer. 
 

Russell (2000) defined that in the part of customer of logistics, that getting the right product, to the right customer, 
in the right quantity, in the right condition, at the right place, at the right time, and at the right cost (called the “seven Rs of 
Logistics”) logistics can be defined as having the right quantity at the right time for the right price. It is the process of in 
which it incorporates all industry sectors. A goal of logistic work is to manage the fruition of project life cycles, supply 
chains and resultant efficiencies. 
 

Stock & Lambert (2004) studied that marketing management concept from the marketing concept is a marketing 
management philosophy that holds that achieving organizational goals depends on determining the needs and wants of target 
markets and delivering the desired satisfactions more effectively and efficiently than competitors (Phillip Kortler and Gary 
Armstrong, 1999). In other words, the marketing concept holds that a business exists to meet customer needs. The three 
critical elements of the marketing concept: Customer satisfaction, integrated effort, and company profit. 
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FIGURE 1 
MARKETING AND LOGISTICS MANAGEMENT CONCEPT 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Logistics costs are driven or created by the activities that support the logistics process.  The major cost categories, 
customer service, transportation, warehousing, order processing and information, lot quantity, ad inventory carrying, and 
identifies the 14 major total logistics cost activity in Figure 2 shown as follows:  
 

FIGURE 2 
LOGISTICS COSTS 
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CONCEPTUAL FRAMEWORK 
 

Based on the logistics cost model of the Japan External Trade Organization (JETRO) (The Small and Medium 
Enterprise Agency – Japan Small and Medium Enterprise Corporation, 2005) and serviced apartment model to creating 
concepts, the researcher has developed a conceptual model for serviced apartment business in Oakwood City Resident 
services Co., Ltd. as shown in Figure 3. 
 

FIGURE 3 
CONCEPTUAL FRAMEWORK 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  Development of the model is called the serviced apartment model. Figure 3 shows the logics of the process of 
development. The process is started from the concept based on previous models and also identified the internal operation 
expense influence on serviced apartment. This model is mainly based on the logistics cost and evaluation cost of model 
proposed by Japan Small and Medium Enterprise Corporation (2005). However, the independent models mentioned earlier to 
describe and to intend for providing general ideas of the relationship between these four factors, and to support the conceptual 
framework of the serviced apartment model. 
 

The flow theory is characterized by completing concentration and involving in the activity. Moreover, the flow 
theory defined how the suppliers’ chains are completely immersed in their work. The small and medium enterprise agency, 
Japan Small and Medium Enterprise Corporation (2005) suggested the model on flow theory  were  used the consideration of 
both the selected data and collected data the total of all other Financial expenses(including the service price) in which the 
financial outlays were associated  with  purchasing  and consuming a service.  
 
 At present the surrounding situations about logistics matter of each enterprise would later be limited so the increasing of 
the efficiency in each logistics is such the important aims of the firm’s administration but in the real situation many firms 
cannot handle the logistics management or their owns by correcting and matching with their purpose.  
 

 

 

 

 

 

 

 

 

 1.  B/S, I/S, and Annual Report 
 
2.  Five generic categories involved  
in competing among business:  

1.  Corporate Strategy & Inter 
Organizational Alignment  
2.  Planning & Execution Capability  
3.  Logistics Efficiency  
4.  IT Methods & Implementation  
5.  Customer Relationship Management 
(CRM) 
 

Logistics Cost  

Logistics Performance 
  

Independent Variables Dependent Variables 
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RESEARCH METHODOLOGY 

Sources of data  
 
The study was used two main sources of data: secondary and primary data: 
 
Secondary data: The data collection of serviced apartment companies at Oakwood City Resident Services Co., Ltd. was 
explored based on annual reports, balance sheet and income statement.  
 
Primary data: This source includes in part of interviews and questionnaires.  

Interviews were implemented 10 company’s expert suppliers who are concerned with the operation of Oakwood 
City Resident Services Co., Ltd. 
 

Questionnaires were sent directly to 121 company’s expert suppliers. The time for conducting questionnaires was 
among 1st to 30th December 2006. In this study 121 sample populations at 95% confidence level and accept 5% probability 
error, this calculation from Yamane formula 
 
Rationale behind the Questionnaire 
 

  When integrating SC with the service, another contributory factor that vitally needs to be considered is a sense of 
logistics performance measurement. The research undertaken by the Small and Medium Enterprise Agency, Japan Small and 
Medium Enterprise Corporation (2005) approaches the problem of understanding logistics performance measurement and the 
need to derive a rating for SC. 
 
  From the reviews of literature, the overlapping factors identified between SC and logistics performance 
measurement are therefore hypothesised to be as follows: (1) Corporate Strategy & Inter-Organizational Alignment, (2) 
Planning and Execution Capability, (3) Logistics Efficiency, (4) IT Methods & Implementation, and (5) Operation Service by 
using Customer Relationship Management (CRM). It should be noted that the first subscale was only for factors relating 
particularly to SC, but all other subscales were included to ensure that all relevant and related concepts are measured. The 
factors and items were partially extracted from previous research. Where possible, items from previous tools were used, to 
enhance the questionnaire validity. Sources of questions were: Supply Chain Council (1996), Lockwood Greene (2006), 
Schmitz, J., & Platts, K. (2004), and the Small and Medium Enterprise Agency, Japan Small and Medium Enterprise 
Corporation (2005). 
 
 

CONCLUSION AND IMPLICATION 
 
 Logistics service companies play an important role in national economy. They contribute to making several industries 
more competitive, at the same time they shall keep an eye on their own competitiveness as well. To be competitive, logistics 
companies shall be aware of their costs, profits and performances. Decision makers need as accurate and detailed data of 
these key operation parameters as possible. Furthermore, they want to get an insight into the cause-effect mechanisms of 
logistics performance creation. To meet the requirements set above, logistics costing systems shall be improved as traditional 
approaches may not be sufficient. One of the ways to enhance the correctness and reliability of logistics cost calculation is the 
adoption of the multi-level indirect cost allocation technique. This method is based on the cause effect oriented cost 
allocation principle supported by the identification of intra-company performance generation and consumption while inter-
company service contact points are also taken into account. 
 
 
 
 
 
 
 
 
 
 



166 Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

REFERENCES 
 
Lambert D.M., Strock j.R. and Ellram L.M. (1998). Fundamental of logistics Management, McGraw-Hill International 
editions, Singapore. 
 
Lambert D.M. (1997). The Development of an Inventory Costing Methodology : A Study of the Costs Associated with 
Holding Inventory, Chicago: National Council of Physicsal Distribution Management, p.7. 
 
Council of logistics Management (2004). 15Th Annual State of Logistics Report, National Press Club, Washington  DC. 
 
Russell S.H. (2000). A General Theory  of Logistics Practices, Air Force Journal of Logistics 24, No.4, p.15  
 
James R. Stocks and Douglas M. Lambert, (2004). Strategic Logistics Management fifth Edition, McGRAW-Hill 
International Editions, 2004. 
 
Bowersox D.J., Calantone R.J. and Rodrigues A.M, (2003). Estimation of Global Logistics Expenditures Using Neural 
Networks, Journal of Business Logistics,Vol.24, No.2, pp. 30-31. 
 
Smith P.A. (1991). Logistics in Service Industries, Oak Brook. IL : Council of Logistics Management, p. xvii  
Definition provided in : Http:// www.clm1.com. 
 
Goh M. and Pinaikul P. (1998). Logistics management practices and development in Thailand, Logistics Information 
Management; Volume 11 No.6.  
 
Davis H. W. and Drumm W.H. (1996). Logistics Costs and Customer Service Levels 1996, Annual Conference Proceeding, 
Orlando, Fla.: Council of Logistics Management, p.221. 
 
Douglas M. Lambert (1992). The Development of an Inventory Costing Methodology: A Study of the Costs Associated with 
Holding Inventory (Chicago : National Council of Physical Distribution Management) p.7. 
 
 
 



167Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

0044

INCREASING EFFICIENCY AND REDUCING COST OF GREEN SUPPLY CHAIN

Phongvitchulada Surakhan
Graduate College of Management,

Sripatum University, Bangkok, Thailand
E-mail: phongvitchulada.su@spu.ac.th, Tel: +66926619288

and

Ungul Laptaned
Graduate College of Management,

Sripatum University, Bangkok, Thailand
E-mail: ungul.la@spu.ac.th, Tel: +66944780730



168 Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland



169Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

INCREASING EFFICIENCY AND REDUCING COST OF GREEN SUPPLY CHAIN 
 
 

by 
 
 

Phongvitchulada Surakhan 
Graduate College of Management,   

Sripatum University, Bangkok, Thailand 
E-mail: phongvitchulada.su@spu.ac.th, Tel: +66926619288 

 
and  

 
 

Ungul Laptaned 
Graduate College of Management,   

Sripatum University, Bangkok, Thailand 
E-mail: ungul.la@spu.ac.th, Tel: +66944780730 

 
 

ABSTRACT 
 
 It has been increasing in environment responsiveness in recent years. People are aware of toxic substance usage, 
global warming, and non-replenish resource reduction. Numerous communities are aware of such problems and have 
developed and applied a concept of green principles to overcome the problems such as using the recycle papers for 
packaging, using environmental friendly raw material, and reducing the usage of petroleum power. Green supply chain 
was emerging and expanded to many organizations across supply chain. Managing green supply chain may cover all 
activities from upstream to downstream (i.e., product design to recycle) in different sectors such as manufacturing or 
service. Nevertheless, managing supply chain may need the measures and metrics in the success of an organization that 
has received much attention from researchers and practitioners. Green supply chain performance is found to have less 
attention due to the difficult of measuring toxic chemical substances usages or emission and waste that have an impact to 
environment. Therefore, the role of measures and metrics cannot be overstated because they affect strategic, tactical, and 
operational planning and control. The specific research objectives are as follows: 1) to develop a new theory and model 
of green supply chain performance index, 2) to assess performance index by developing green supply chain performance 
indicator, 3) to assess green supply chain cost analysis using regression model, and 4) to investigate the relationship 
between green supply chain performance and green supply chain cost. 
 
KEYWORDS 
Green Supply Chain, Furniture, Performance, Cost Analysis 
 
 

INTRODUCTION 
 
 In recent years, it has been increasing in environment responsiveness. Nowadays, we are facing with 
environmental problems. People are aware of toxic substance usage, global warming, and non-replenish resource 
reduction. Numerous communities are aware of such problems and have developed and applied a concept of green 
principles to overcome the problems such as using the recycle papers for packaging, using environmental friendly raw 
material, and reducing the usage of petroleum power. Green supply chain was emerging and expanded to many 
organizations across supply chain, and is defined as “the process of using environmentally friendly inputs and 
transforming these inputs through change agents – whose byproducts can improve or be recycled within the exiting 
environment” (Penfield, 2007). 
 
 Managing green supply chain may cover all activities from upstream to downstream (i.e., product design to 
recycle) in different sectors such as manufacturing or service. Nevertheless, managing supply chain may need the 
measures and metrics in the success of an organization that has received much attention from researchers and 
practitioners. Green supply chain performance is found to have less attention due to the difficult of measuring toxic 
chemical substances usages or emission and waste that have an impact to environment. Therefore, the role of measures 
and metrics cannot be overstated because they affect strategic, tactical, and operational planning and control. It has a vital 
role to play in setting objectives, evaluating performance, and determining future courses of actions (Gunasekaran, 2004). 
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 This Ph.D. research paper is aimed at investigating the performance index of green supply chain by proposing 
green supply chain performance model, and developing the green supply chain performance indicator along with green 
supply chain cost analysis using regression model. The green supply chain performance index to the company proposed 
in this study is developed based on a framework of the proposed model, and investigated by using a case study of 
furniture industry to identify the impact of green to the supply chain performance management.  The specific research 
objectives are as follows: 1) to develop a new theory and model of green supply chain performance index, 2) to assess 
performance index by developing green supply chain performance indicator, 3) to assess green supply chain cost analysis 
using regression model, and 4) to investigate the relationship between green supply chain performance and green supply 
chain cost. 
 
 

REVIEW OF LITERATURE 
 
Thory and Definition 
 
 Ecology is the scientific study of the distributions, abundance and relations of organisms and their interactions 
with the environment. Ecology includes the study of plant and animal populations, plant and animal communities and 
ecosystems. Ecosystems describe the web or network of relations among organisms at different scales of organization. 
Since ecology refers to any form of biodiversity, ecologists research everything from tiny bacteria's role in nutrient 
recycling to the effects of tropical rain forest on the Earth's atmosphere. The discipline of ecology emerged from the 
natural sciences in the late 19th century. Ecology is not synonymous with environment, environmentalism, or 
environmental science. Ecology is closely related to the disciplines of physiology, evolution, genetics and behavior. 
  
 Society or a human society is a group of people related to each other through persistent relations such as social 
status, roles and social networks. A large social grouping that shares the same geographical territory and is subject to the 
same political authority and dominant cultural expectations. Human societies are characterized by patterns of 
relationships between individuals sharing a distinctive culture and institutions. Without an article, the term refers either to 
the entirety of humanity or a contextually specific subset of people. 
 
 Economy consists of the economic system of a country or other area, the labor, capital and land resources, and 
the economic agents that socially participate in the production, exchange, distribution, and consumption of goods and 
services of that area. A given economy is the end result of a process that involves its technological evolution, history and 
social organization, as well as its geography, natural resource endowment, and ecology, as main factors. These factors 
 
 Policy is typically described as a principle or rule to guide decisions and achieve rational outcome(s). The term 
is not normally used to denote what is actually done, this is normally referred to as either procedure or protocol. Whereas 
a policy will contain the 'what' and the 'why', procedures or protocols contain the 'what', the 'how', the 'where', and the 
'when'. Policies are generally adopted by the Board of or senior governance body within an organisation where as 
procedures or protocols would be developed and adopted by senior executive officers. On the other hand, regulation is 
"controlling human or societal behavior by rules or restrictions." Regulation can take many forms: legal restrictions 
promulgated by a government authority, self-regulation by an industry such as through a trade association, social 
regulation (e.g. norms), co-regulation and market regulation. One can consider regulation as actions of conduct imposing 
sanctions (such as a fine). This action of administrative law, or implementing regulatory law, may be contrasted with 
statutory or case law. 
 
 Performance generally comprises an event in which one group of people (the performer or performers) behave 
in a particular way for another group of people (the audience). Sometimes the dividing line between performer and the 
audience may become blurred, as in the example of "participatory theatre" where audience members might get involved 
in the production. Singing choral music, and performing in a ballet are examples. Usually the performers participate in 
rehearsals beforehand. Afterwards audience members often clap, indicating appreciation. However, sometimes this rule is 
reversed. In Japan, the greatest compliment is complete silence. In business, retail, and accounting, a cost is the value of 
money that has been used up to produce something, and hence is not available for use anymore. In economics, a cost is 
an alternative that is given up as a result of a decision. In business, the cost may be one of acquisition, in which case the 
amount of money expended to acquire it is counted as cost. In this case, money is the input that is gone in order to 
acquire the thing. This acquisition cost may be the sum of the cost of production as incurred by the original producer, and 
further costs of transaction as incurred by the acquirer over and above the price paid to the producer. Usually, the price 
also includes a mark-up for profit over the cost of production. 
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Literature Survey 
 
 Robert et al., (1998) draws on the results of interviews with five environmental managers in the furniture 
industry to develop a taxonomy of environmentally-friendly (‘green’) best practices within the operations management 
value chain. This taxonomy is then extended to develop a group of propositions concerning the role of management in 
promoting environmentally-friendly practices. The results suggest that in order to be successful, environmental 
management strategies must be integrated into all stages of the value chain, which includes all of the processes spanning 
product design, procurement, manufacturing and assembly, packaging, logistics, and distribution. While the potential for 
environmental performance improvement in all five of the companies is evident, all of them demonstrated ‘pockets’ of 
environmentally-friendly practices (EFP) in different areas of their respective value chain functions. The propositions and 
results emerging from the analysis also suggests that reacting to regulations is no longer sufficient. World-class EFP must 
anticipate and pre-empt changing environmental regulations and customer expectations, and proactively prepare 
products, processes and infrastructure for these changes without sacrificing competitive advantage. 
 
 Gunasekaran et al. (2004) investigated supply chain management that has been a major component of 
competitive strategy to enhance organizational productivity and profitability. The literature on SCM that deals with 
strategies and technologies for effectively managing a supply chain is quite vast. In recent years, organizational 
performance measurement and metrics have received much attention from researchers and practitioners. The role of these 
measures and metrics in the success of an organization cannot be overstated because they affect strategic, tactical and 
operational planning and control. Performance measurement and metrics have an important role to play in setting 
objectives, evaluating performance, and determining future courses of actions. Performance measurement and metrics 
pertaining to SCM have not received adequate attention from researchers or practitioners. We developed a framework to 
promote a better understanding of the importance of SCM performance measurement and metrics. Using the current 
literature and the results of an empirical study of selected British companies, we developed the framework presented 
herein, in hopes that it would stimulate more interest in this important area. 
 
 Anciaux and Yuan (2007) recommended that nowadays we are faced with lots of environmental problems: the 
erosion of biodiversity, the exhaustion of resources, the disorder of climate, the affection of human health by pollution 
and so on, as a result of industrial development and human unconsciousness. In all these respects, it is necessary for us to 
reorientate the progress, to use our technologies differently, to produce with rationality and no more take the way 
unslung. It has become a necessity for us to count in the costs of production the factor of environmental costs as social 
costs. And that is what we proposed to develop in this paper: how to integrate the environmental impacts into the 
transport function within the supply chain? Actually, the transport function, without the consideration to environmental 
impacts, remains outside of the integration of production system and is normally managed by external service provider. 
In fact, the flows between companies and performance supports are dissociated from the functions of production. The 
almost exponential increase of flows between companies thus requires nowadays a global evaluation of the performance 
and management of industrial transport. We proposed to show the issues for integrating the means of transport within the 
green supply chain, as well as a decision-aiding model, which allows optimising the solution choice of 
intermodal transport problems. 
 
 Khiewnavawongsa and Schmidt (2008) stated that green supply chain management (GSCM) was emerging in 
the last few years.  This idea covers every stage in manufacturing from the first to the last stage of life cycle, i.e. from 
product design to recycle.  Not only manufacturing, but GSCM can also be used to other business sectors such as 
government, education and services. The purpose of this paper was to describe the impact of green to the supply chain 
management.  It started with the importance of GSCM to the company in different levels or what factors that influence 
the company to adopt the GSCM.  These factors can be categorized by different drives such as government, whole 
market, industry, competitors, and within the company. Since GSCM can be applied to various areas within the company, 
this paper also discussed the implementation of GSCM to several areas.  Furthermore, some examples of GSCM 
application were demonstrated to support the concept. 
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RESEARCH METHODOLOGY 
 
Conceptual Framework 
 

Independent Variables     Dependent Variables 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Methodology 
 
 1) Identify problem statement of the research study 
 2) Review and survey literature 
 3) Hypotheses development 
 3) Collect primary and secondary data 
 4) Develop a model of green supply chain performance 
 5) Develop green supply chain performance index 

6) Investigate the model and index by using a case study of Furniture Industry 
7) Analyze the results 
8) Draw conclusion and recommendation 

 
 

ANTICIPATED RESULTS 
 
 It is anticipated that the proposed model of GSCP will be of use for testing hypotheses to identify efficiency of 
green supply chain and determine its performance indicator. Moreover, the study also investigates how a cost reduction 
can be done across the supply chain of an exemplary company considering environmental impacts. Especially, this 
research study will collect primary and secondary data according to furniture manufacturing. It is due to all furniture 
manufacturers have focused more on design, but they are not yet fully aware of green production. Therefore, this paper 
will thoroughly investigate such issue to succeed the potential for environmental efficiency improvement to become 
evident. It is also suggested that the performance index of green supply chain by proposing green supply chain 
performance model, and the green supply chain cost analysis using regression model will be developed based on 
environmental management strategies that is integrated into all of the processes spanning product design, procurement, 
manufacturing and assembly, packaging, logistics, and distribution. 
 

 
CONCLUSION AND RECOMMENDATION 

 
 In conclusion, green supply chain was emerging and expanded to many organizations across supply chain. 
However, a few researches have focused on how to develop the performance index of green supply chain and the green 
supply chain cost analysis. The focus of the study is that the factor that make the company in different industries to adopt 
the proposed model of green supply chain performance and develop its index in their organization. The survey will be 
sent to furniture manufacturers across the country. Survey questions will be asked to see the perspective of the 
manufacturers in green supply chain and what make them apply it, as well as the future trend. It is hoped that the 

X1 
- Location (of facilities and sourcing 

points 
- Production (what to produce in 

which facilities) 
- Inventory (how much to order, 

when to order, safety stocks) 
- Transportation (mode of transport, 

shipment size, routing, and 
scheduling 

X2 
- Ecology 
- Society 
- Economy 
- Policy/Regulation 

 

Y 
- Green Supply Chain 

Performance Indicator 
- Green Supply Chain Cost 
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performance index and cost analysis presented here in the study would be a framework used for setting up green standard 
into all stages of the value chain. 
 
 

REFERENCES 
 
Anciaux, D. and K. Yuan (2007). Green Supply Chain: Intermodal Transportation Modeling with Environmental 
Impacts, Association of European Transport and Contributors, Metz, France, 1-11. 
 
Beamon B.M, (1999). Designing the Green Supply Chain, Logistics Information Management 12 (4) 332-342. 
 
Boks, C., & Stevels, A. (2007). Essential Perspectives for Design for Environment. Experiences from The Electronics 
Industry. International Journal of Production Research, 45 (18-19), 4021-4039. 
 
Gunasekaran, A., Patel, C., McGaughey, R. E. (2004). A Framework for Supply Chain Performance Measurement, 
International Journal of Production Economics, 87 (2004) 333–347. 
 
Khiewnavawongsa and Schmidt (2008). Green Power to the Supply Chain, Purdue University, Indiana. 
 
McAuley, J. W. (2003). Global Sustainability and Key Needs in Future Automotive Design. Environmental Science and 
Technology, 37 (23), 5414-5416. 
 
Montabon, F., Melnyk, S. A., Sroufe, R., & Calantone, R. J. (2000). ISO 14000: Assessing Its Perceived Impact on 
Corporate Performance. Journal of Supply Chain Management, 36 (2), 4-16. 
 
Plambeck, E. L. (2007, July). The Greening of Wal-Mart's Supply Chain, Supply Chain Management Review, 11 (5), p. 
18. 
 
Robert B. Handfielda, Steve V. Waltonb, Lisa K. Seegersc and Steven A. Melnyka (1998). ‘Green’ Value Chain 
Practices in the Furniture Industry, Journal of Operations Management, 15 (4), pp. 293-315. 
 
Sarkis, J. (2003). A Strategic Decision Framework for Green Supply Chain Management. Journal of Cleaner Production, 
11 (4), 397-409. 
 
Sheu, J.-B., Chou, Y.-H., & Hu, C.-C. (2005). An Integrated Logistics Operational Model for Green-Supply Chain 
Management. Transportation Research, 41, 287-313. 
 
Simpson, D., Power, D., & Samson, D. (2007). Greening the Automotive Supply Chain: A Relationship Perspective. 
International Journal of Operations and Production Management, 27 (1), 28-48. 
 
Srivastara, S. K. (2007). Green Supply-Chain Management: A State-of-The-Art Literature Review. International Journal 
of Management Reviews, 9 (1), 53-80S. 
 
Trunick, P. A. (2006, June). A Green Role for Logistics. Logistics Today, 6, pp. 26, 28-29. 
 
Tsamboulas, D. and Mikroudis, G. (2000). EFECT - Evaluation Framework of Environmental Impacts and Costs of 
Transport Initiatives, Transportation Research Part D, (5) 283-303.   



175Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

Organization and Educational Administration





177Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

0002

THE INFLUENCE WORK EXPERIENCE ON CONFLICT
MANAGEMENT STYLES OF ORGANIZATIONAL MEMBERS

Faris Alghamdi
Faculty of Administrative and Financial Sciences,

Al-Baha University, Saudi Arabia





179Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

 

THE INFLUENCE WORK EXPERIENCE ON CONFLICT  
MANAGEMENT STYLES OF ORGANIZATIONAL MEMBERS 

 
 

by 
 
 

Faris Alghamdi 
Faculty of Administrative and Financial Sciences,  

Al-Baha University, Saudi Arabia  
 
 

ABSTRACT 
 

Identifying which conflict management styles organizational members prefer, and what variables influence these 
selections, is an essential component of organizational conflict management as well as human resource management, 
particularly in training and development strategies. This study aims to examine the relationship between work experience 
and preferred conflict management styles. Utilizing the Rahim Organizational Conflict Inventory- II Form C, data were 
collected from 109 full-time employees of various organizations in the Eastern province of Saudi Arabia. The Pearson’s 
correlation coefficient analysis showed a statistically significant relationship between the integrating conflict 
management style and the length of work experience. Nevertheless, this relationship was negative, not positive as 
hypothesized. 

 
KEYWORDS 
Conflict Management Style, Organizational Members, Work Experience  
 
 

INTRODUCTION 
 
           Conflict is a natural fact of life. Social entities such as individuals, groups, organizations, and even nations may 
engage in conflict when perceiving incompatible goals and scarce resources, as well as different attitudes, values, and 
beliefs. Scholars from different schools of thought (Burton, 1996; Litterer, 1966; March & Simon, 1958; Pondy, 1967; 
Wall & Callister, 1995) define conflict differently. Rahim (2001) states that the term “conflict” has no single clear 
meaning because of the confusion created by scholars in different disciplines who are interested in studying conflict. He, 
therefore, defines conflict as “an interactive process manifested in incompatibility, disagreement, or dissonance within or 
between social entities” (p. 18). 

Organizational conflict 
 
 Organizational conflict is (Kriesberg, 2003) taking place within a workplace environment. It is inevitable and is 
often inherent in an organization’s structure and through the competition by members for scarce resources (Deutsch, 
1990; Pondy, 1967; Turner, 2003; Wilmot & Hocker, 2007). Rahim (2002) states that “organizational conflict occurs 
when members engage in activities that are incompatible with those of colleagues within their network, members of other 
collectivities, or unaffiliated individuals who utilize the services or products of the organization”(p. 207). 
 
            Historically, organizational conflicts are categorized in three stages. The first stage was at the beginning of the 
20th century in which two different perspectives of organizational conflicts were dominated: (1) the classical organization 
theorists, such as Weber and Taylor, and (2) the administrative management theorists, such as Fayol and Urwick. Both 
perspectives do not value the existence of conflicts in organizations and regard such conflicts as unpleasant, hostile, 
devastating, and senseless. The second stage was in the middle of the 20th century in which the human relation theorists, 
such as Maslow and Follett, consider organizational conflicts as unavoidable, a fact of life. This school of thought 
believes that organizational conflicts should be accepted as reality. Finally, the third stage was in the end of the 20th 
century and included the interactionist perspective supported by Robbins and Yuen, as well as the modern perspective 
supported by Rahim. These perspectives have formed the key modern thought on conflict theory. Thus, they admit the 
reality of conflicts as a natural phenomenon, promote the continuation of organizational conflicts, and maintain certain 
amounts of such conflicts in organizations under some circumstances (Kin Yu, 2005; Ritzer, 2008; Taylor, 1992).  
            Pondy (1967) identifies five phrases of conflict that takes place in organizational environments: (1) latent 
conflict or condition, (2) perceived conflict or cognition, ( 3) felt conflict or effect, ( 4) manifest conflict or behavior, and 
( 5) conflict aftermath or condition. The latent conflict is still not opened and developed, but there might be a chance for 
conflict. He mentions three fundamental forms of latent conflict: (a) competition for limited resources, (b) drive for 



180 Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

 

autonomy, and (c) divergence of subunit goals. The first form surfaces when wanted resources by organizational 
members are more than available resources. The second form (drive for autonomy) occurs when a few organizational 
members control other members or activities, or when some members attempt to avoid such control. The last form 
(departure from subunit aims) occurs when organizational members fall short of reaching an agreement because they hold 
mismatched aims or a divergence in their perceptions, faiths, and values. 
 
            The perceived conflict might come out even if latent conflict does not exist. Latent conflict, however, may be 
occasionally surfaced without knowing from organizational members. According to Pondy (1967), latent conflict can be 
managed, utilizing the semantic model of conflict. Organizational members can reduce their misunderstandings by 
advancing effective communications among them. The felt conflict explains the feelings of organizational members in 
relation to their conflicts. When some members get nervous or worried because of their feelings, conflict is most likely to 
be escalated. Other members might forget such conflict, which might die down (Pondy, 1967). 
 
            The manifest conflict attributes to any sorts of dispute manners employed by organizational members in from of 
a physical or verbal hostility. The last phase is conflict aftermath. When conflict is well managed to satisfy organizational 
members, a further mutual relationship is most likely to be established. However, when conflict is held back and not well 
managed, latent conflict may get worse and emerge in a more severe shape until latent conflict is well managed or until 
the relationships among organizational members involved break up (Pondy, 1967).  
 
Conflict Management Styles 
 
            Various behavioral styles for managing interpersonal conflict have been developed. Depending upon the 
situation, one style may seem more suitable than another when individuals want to manage conflicts functionally (Rahim, 
1985, 1997, 2001). The most known models include: the two-factor (cooperative and competitive styles) developed by 
Deutsch( 1949), three-factor (forcing, confrontation, and smoothing styles ) developed by Lawrence and Lorsch( 1967), 
four-factor (yielding, problem solving, avoiding, and contending styles ) developed by Pruitt( 1983) , and five-factor 
(inaction, compromising, dominating, integrating, and obliging styles) initially coined by Black and Mouton (1964) and 
further developed by Thomas (1976) and Rahim (1983a). The present study applied the five-factor model of conflict 
management styles.      Rahim and Bonoma (1979) classify the styles used to manage interpersonal conflict into two basic 
dimensions: concern for self and concern for others. The first dimension, concern for self describes the degree (high or 
low) to which an individual tries to satisfy one’s own concern. On the other hand, the second dimension, concern for 
others, describes the degree (high or low) to which an individual tries to satisfy others’ concern. When these two 
dimensions are combined together, five conflict management styles are generated. 
 
 

LITERATURE REVIEW 
 
            Many studies have been undertaken to understand the impact of work experience on the selection of conflict 
management styles. Some of these studies indicated that work experiences affected the selection of conflict management 
styles. Organizational members may respond towards workplace conflicts differently, depending upon their years of work 
experience. Al-Ajmi (2007) conducted a study to examine the selection of conflict management styles as a result of some 
personal characteristics, namely gender, age, and work experience. This study took place among public sector employees 
in Kuwait. The researcher tested the second hypothesis to see if there was a significant influence of employees’ years of 
work experience on their conflict management styles. The results indicated that there was a significant difference among 
participants in utilizing the integrating conflict management style in relation to their years of work experience. To handle 
their workplace conflicts, participates with more years of work experience were more likely to utilize the integrating or 
collaboration conflict management style than other participants with less years of work experience.  
 
           Tatting (2010) undertook a study to examine the relationship between educational level and preferred conflict 
management styles. The researcher run stepwise regression analysis in order to determine which of any demographic 
variables (gender, age, rank, years of work experience, and educational attainment) had a significant relationship with 
conflict management style preferences.  The results revealed a significant positive relationship between years of work 
experience and the integrating or collaborating conflict management style. That is, the more years of work experience 
officers had, the more likely they preferred the integrating conflict management style.  
 
             Cetin and Hacifazlioglu (2004) undertook a comparative study of university academics and high school teachers 
in Turkey. The study aimed to determine how conflict management styles differed within educational environments. 
Applying non-parametric tests (Kruskal Wallis and Mann Whitney U), results showed that work experience did not 
create a difference among teacher participants; however, academic participants ( higher education) in the range of 11 to 
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20 years of work experience preferred the  compromising conflict management style more than other participants with 
less work experience, in the range of 1 to5 years.      
      
            Verdun (2004) conducted a study to find out whether there were gender differences in conflict management 
preferences of store managers in the apparel industry within the Northeast region of the United States. Applying a three-
way General Linear Model (GLM), the results showed that male managers with less years of work experience were more 
likely to use the integrating conflict management style than their female counterparts. From the above discussion 
regarding gender, work experience, and conflict management styles, the following two hypotheses are suggested: 
H1: In the co-worker relationship the integrating conflict management style will be positively related to the length of 
work experience.  
 
 

METHODOLOGY 
 
           This study is descriptive applying a cross-sectional research design. The target population for this study consists 
of all male and female employees in different organizations throughout the Eastern province, Saudi Arabia. The 
participants included in this study must meet the three main criteria: (1) full-time employees, (2) working for pay at least 
30 hours per week, and (3) between the ages of 18 and 65. The self-employed individuals are not included in this study.  
The participants were selected using the non-probability sampling technique, the convenience sampling. The data for this 
study were collected using the Rahim Organizational Conflict Inventory-II (ROCI-II) Form C (coworkers), which is 
available in Arabic version and has a higher internal consistency coefficient (Cronbach’s alpha) than other developed 
instruments (Manyak & Katono, 2010). It was distributed electronically to all participants using their personal emails.  
 
            In this study, 167 invitation emails, along with the participation letter and the questionnaire, were sent using 
SurveyGizmo, an online software survey. A total of 109 men and women responded to the online survey. All returned 
questionnaires were completed and the data were valid for analysis. The overall response rate was 65%.  
 
 

RESULTS 
 
            As shown in (table 1), there were 29 participants between 0 and 6 years of work experience, 31 participants 
between 7 and 13 years of work experience, 31 participants between 14 and 20 years of work experience, 10 participants 
between 21 and 27 years of experience, and 8 participants between 28 and 34 years of work experience. 
 

TABLE 1 
WORK EXPERIENCE OF PARTICIPANTS 

 
 
  Frequency Percent Valid Percent Cumulative Percent 
Valid 0  to 6 29 26.6 26.6 26.6 

7  to 13 31 28.4 28.4 55.0 
14  to 20 31 28.4 28.4 83.5 
21  to 27 10 9.2 9.2 92.7 
28   to 34 8 7.3 7.3 100.0 
Total 109 100.0 100.0  

 
            The initial step in evaluating a relationship between two variables measured at interval-scale or ratio-scale is by 
creating and examining a scatterplot. Figure 1 displays the linearity between the independent variable X and the 
dependent variable Y. The coefficient of determination (r2) for this relationship was 0.034. This indicated that 3.4% of 
the total variation in the integrating conflict management style can be explained by the length of work experience of male 
and female coworkers. 
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FIGURE 1 
SCATTERPLOT OF X (WORK EXPERIENCE) AND Y (INTEGRATING STYLE) 

 

 
 
            As indicated in (Table 3), there was a statistically significant relationship between the integrating conflict 
management style and the length of work experience of male and female coworkers (p < 0.05; 1-tailed). However, the 
relationship was negative, not positive as predicted. That is, the use of the integrating management style by male and 
female coworkers increased as their length of work experience decreased. The Pearson’s r value ranged between 0.00 and 
0.30 is described as a weak relationship. Hence, the relationship between the integrating conflict management style and 
the length of work experience was weak (Pearson’s r = - 0.185). Therefore, the second research hypothesis was partially 
supported.   
 

TABLE 3 
PEARSON’S CORRELATION COEFFICIENT 

 
  Experience Integrating 
Experience Pearson Correlation 1.000 -.185* 

Sig. (1-tailed)  .027 
N 109 109 

Integrating Pearson Correlation -.185* 1.000 
Sig. (1-tailed) .027  
N 109 109 

*. Correlation is significant at the 0.05 level (1-tailed). 
 
 

DISCUSSION 
 
           The researcher offers some explanations regarding these unexpected findings within organizational behavior 
field. First, when newcomers begin their careers in organizations, they frequently come in with quite high expectations. 
They made a conscious decision to join, which might be based on certain expectations regarding what they will be getting 
from the organizations. In the present study, employees might join the organizations with such high expectations which 
have given them a positive attitude towards dealing with different situations, including managing interpersonal conflicts 
effectively. Therefore, it is believed that organizational members with a positive attitude are more likely to use effective 
behavior (e.g., the integrating conflict management style) than other members with a negative attitude.    
 
             Second, after years of work experience, employees might realize that their high expectations could not fully be 
fulfilled. Consequently, they adjusted their high expectations to what workplace environments are likely to provide. At 
this stage, organizational members are still motivated to display a more positive attitude as a result of achieving some of 
their adjusted expectations. 
 
           Third, after 20 years of work experience, employees might see other coworkers pass them by to higher skills and 
then to management or quasi “straw boss” management positions. Hence, perceptions of favoritism may take place, 
especially in organizations where the merit is not the major criterion for promotion.  This factor is associated with other 
two perceptions: (a) employees with 20 years of work experience or more may see that they are blocked of channels for 
self-actualization and are passed by in favor of younger organizational members and (b) with mounting job pressures, 
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they find themselves unable to do their task as easy as they used to. Hence, all these perceptions may negatively influence 
employees and lead them to display an ineffective behavior such as using the avoiding conflict management style to 
manage workplace conflicts (Gibson & Klein, 1970).  
 
 

CONCLUSION 
 

The present study suggests changing the previous perception, which claims that employees with more years of 
experience are well socialized in workplace settings and therefore are expected to display effective behaviors. Findings 
also suggest that employees with less years of work experience displayed a more effective style (the integrating conflict 
management style) than employees with more years of experience. The employs with more years of experience (20 years 
and more) inclined to use effective behaviors (e.g., integrating conflict management style) less than coworkers with work 
experience up to 20 years. It is believed that employees with less years of work experience lack the big picture of 
organizational environments, including cultures, norms, rules, and individual differences; hence, they need more training 
programs in effective conflict management styles and effective communication skills. However, because this study found 
otherwise, it is recommended that employees with more experience should not be excluded from such training programs. 
Organizations should pay equal attention to all employees regardless of the length of work experience. Also, 
organizations should adopt and implement a workplace stress-management program to help employees manage and 
relieve workplace stress quickly and naturally. 
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ABSTRACT 
 

Recently there has been public and academic debate as to whether small and medium scale enterprises in 
developing countries can survive the process of world trade liberalization. This study investigates this issue by 
investigating the impact of trade on labor demand in Pakistan in the context of small, medium and large scale 
manufacturing firms. Our empirical findings do not support the idea that small scale industries would be hurt by 
international trade. In the post liberalization period, employment of both small and large scale industries have been 
increased, while that of medium scale industries have been declined. On the other hand, trade has not significant impact 
on wages of workers in all industries. 

 
KEYWORDS 
Small and Medium Enterprises, Wages, Employment, Trade 
 
 

INTRODUCTION 
 

Pakistan initiated deregulation and liberalization of the economy in the late 1990s as a result of strutural 
adjustment program. In the past, the economy of Pakistan subjected to differet type of trade restrictions in order to protect 
the economy from foreign competition and to encourge industrialization in the country. The restricted trade regime 
resulted in inefficiency in the manufacturing sector and the economy lagged behind in competitiveness. Pakistan initiated 
restructuing the economy by moving towards free trade through gradual reduction in import duties and other non-tariff 
barriers.  The government of Pakistan not only relied on reducing import duties but in most of the cases, non- tariff 
barriers were replaced with tariffs. Besides, the maximum tariff rate was reduced significantly. In 1986-87, the maximum 
tariff rate was 225 percent which was reduced to 45 percent during 1997-98. Furthermore, to cascade1the tariff structure, 
the earlier surcharges and taxes also known as para tariffs were merged with statutory tariff (national tariffs ) regimes. 
Most of the items that were not importable earlier were made importable, however, there was some exception for goods 
prohibited because of religious, health as well as security considerations (Khan, 1998). 

 
The ongoing process of globalization and the increasing international competition generates interesting questions 

on their impact on the performance of small and medium scale enterprises. However, the literature shows that the impact 
of increasing competition induced by free trade tends to be unclear (Colantone, Coucke, &Sleuwagen, 2010, Asiedu& 
Freeman, 2007).  There are different views in this regard; one of the opinions is that since small firms do not have the 
ability to face foreign competition, hence trade liberalization and competition may have negative impact on SMEs, in 
particular in developing countries where capital markets are not much developed.  This argument has been supported by 
UNCTAD (2004) which indicates that foreign firms are well established and are strong enough that infiltrate in the 
market of developing countries while making it a challengeable for SMEs to withstand these firms in the market. In other 
words trade promotes competition which is supposed to be not in favor of SMEs. This argument is justified on the basis 

                                                
1Higer tariff for final goods and lower tariff for  inputs 
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that “being small” these firms have find it difficult  to adopt and apply new technology, they have difficulty in learning 
because of the high cost, and they have low capacity to enjoy economies of scale. The empirical evidence on export 
performance shows that unlike large firms, SMEs do not perform well (see, for example, Roberts &Tybout, 1997; 
Bernard & Jensen, 1999).  
 

Another view for low performance of SMEs in the face of increasing competition is the limited access of SMEs 
to financial markets (Cooley &Quadrini, 2001). As one of the main factors affecting access to financial markets is the 
type of moral hazard and adverse selection prevailing at the debtor part.Unlike large firms, SMEs are commonly more 
opaque, less likely to have collateral and often do not have audited financial statements (Beck, 2007). This idea has been 
supported by many of the empirical studies which show that growth of small firms has been limited by the inaccessibility 
of SMEs to financial markets [Beck, Demirgüç-Kunt, and MartínezPería (2011) and Beck, Demirgüç-Kunt, and 
Maksimovic (2005)]. 
 

However, there is some argument/ views in favor of small firms in the literature.Some studies show that SMEs 
can more easily adapt to the changing global environment.  According to Audretsch (2004), since competition in the 
global market has resulted in a shift towards knowledge based economy, whereas unlike, large firms, small firms have no 
bureaucratic structure making it much easier for them to adopt new processes and products that make small firms to 
survive in the market. Another argument in favor of Small firms is that they these firms could play an important role in 
transferring technology characterized as small scale, labor intensive and requiring technical knowhow (Buckley (1997). 
Colantone et al. (2010) are of the view that trade and foreign competition can have heterogeneous effect on firms on of 
different size due to two reasons. First, thanks to high output flexibility they find it easierto adapt to global changing 
demand condition. Secondly, small firms in order to escape from stiff competition of foreign firms, divert itself to 
specializing in specific niche markets.  
 

In order to empirically test this idea, Holmes and Stevens (2010) come up with a study in which they bifurcates 
industries in two major groups; large industries vs small industries. Large industries are apparently those producing 
standardized goods while small industries are assumed to produce custom or specialty goods. The authors using US 
imports from Chinese companies as a proxy for foreign competition, analyzes the impact on large and small firms. The 
empirical findings corroborate the prediction of the modelby concluding that unlike small firms, large firms were more 
profoundly affected with foreign competition. 
 

In the literature the studies investigating performance of SMEs are mostly related to developed countries. Only 
few of the studies are there which focus on developing countries. It is evidenced by the fact that David B. Audretsch 
(2003) has compiled and edited 24 papers on SMEs and trade liberalization and globalization but on one of the study is 
related to developing countries. With regard t developing countries, some hold that small firms will have difficulty to 
survive greater trade liberalization because of their inability to meet the increased export demand as they have very low 
capacity of production. Therefore, it is difficult for small producers to sustain their exports even if they have access to 
international markets. Trade liberalization may, therefore, imply an adverse impact on labor markets in small firms 
(Tewari and Jeffery Goebel, 2002).On the hand, large scale industries lobby government for subsidies, technology 
transfer, import of machinery and inputs; therefore, they are beneficiary of protection(Tybout, 2000). 
 

Peres and Stumpo (2000) using a sample of Latin American countries to explore the impact of economic reforms 
on employment and productivity of SMEs. It shows that those small firms are not the loser over all despite the 
heterogeneous performance with the SMEs. Álvarez and Vergara (2013)2examines the impact of the relationship between 
survival, employment growth and firm size in the context of small and medium sized enterprises.The study finds no 
evidence on negative impact of trade on SMEs performance. In terms of employment, there is no evidence that SMEs are 
more negatively affected by higher international competition. 
 
 

THE IMPACT OF TRADE ON DOMESTIC FIRMS 
 

According to Tambunan (2007; 2008a) the impact of trade on domestic firms can be explained in four different 
channels.First free trade results in increasing trade competition through reduction in tariff and non- tariff barriers. It 
results in an increasing flow of goods in the domestic market which puts a competitive pressure on local firms to increase 
its efficiency through reducing its excessive cost components, adopting latest technology, exploiting economies of scale 
and by applying better management procedures/ practices.  According to the new international trade theory, trade expands 
market size which in turn has an effect on economies of scale. Scale economies helps firms to adopt better technologies 

                                                
2We in particular do acknowledge that we have much benefitted from the recent paper of  Álvarez and Vergara (2013) on 
literature on SMEs. 
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trough R &D that results in cost advantage to the firms. Furthermore, according to the export literature, large firms are 
able to have access to information in the international markets and can easily tackle the issue of uncertainties prevailing at  
foreign markets. Secondly, increasing openness to trade results in inflow of cheap raw materials and inputs. Cheaper 
imports help small firms with their price competitiveness and they are in better position to compete in domestic as well in 
foreign markets. However, this hypothesis is contingent upon two assumptions; first is that other factors such as labor 
costs and transportation cost remain constant whereas, the other assumption is that many of the domestic firms are 
dependent upon imported inputs rather than the domestic inputs and trade helped them in declining input prices compared 
to domestic inputs. The third channel is the increasing or expanding export markets opportunities by free trade. The 
expanding export market helped small firms to increase its efficiency of the firms involved in exports. This hypothesis too 
is impinging upon the assumption that other factors affecting the efficiency of the firms such as production capacity,labor 
and energy costs, and government regulations do not change. Finally the fourth channel through which trade is supposed 
to affect SMEs negatively is that free trade also encourages export of local inputs at the expense of locally produced final 
output. If domestic inputs are to receive better price in the foreign markets than the domestic markets, it will result in 
lower supply of local inputs in local markets andwill result in scarcity of inputs supply to domestic production. 
 
 

EMPIRICAL MODEL 
 

In order to investigate the impact of trade on employment, we use the following Cobb Douglas model. This 
model is a derived labor demand equation based on profit maximizing behavior of the firm. 

(1)β
itNα

itKγAitY   
 

Here, Y, A, K and N represent output, technological progress, capital stock and units of labor respectively. 
Whereas, γ, α and  β denote shares of variables used to represent production efficiency and share of capital and labor 
respectively, whereas the subscripts ‘i’ and ‘t’ the ith industry and the specific time period respectively. Both vary from i 
= 1, 2,…n and from t = 1, 2, ….T. In this model capital and labor are rewarded against their marginal productivity, while 
simultaneously solving the equation (1) and eliminating the capital from this equation will result in the following model. 

)2(it
iit

it N
c
wNAY 

















 
 
Taking the natural log and rearranging equation (2), we derive the demand of the industry as follows 
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Just like Greenaway (1995), we also assume A as technical efficiency which is correlated with trade share and 
evolve over time in the following manner: 
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Where T is time trend, M and X are imports and exports respectively. To allow for dynamic changes and 
adjustments in equation (3), the estimated labor demand equation can be written as follows: 
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Where N, W and Y denote total employment, average real wages and industry i output in time t, where t=1, 
2….T.  V denote vector of variables which affect labor demand it includes variable of liberalization i.e. average tariff rate 
measured as import duties divided by volume of imports and other variables which affect labor demand such as exports, 
imports and time trend used as proxy for technology. θ0 is intercept, while θ1, θ2 , θ3 and θ4 are other  unknown 
parameters to be estimated, whereas μit represent error term which can be decomposed further into cross sectional and 
time effect.  
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ESTIMATION PROCEDURE 
 

In response to shocks such as trade shock, adjustment of employment and wages is not contemporary rather 
there is a time lag involved in adjustment; we therefore have to include lag of the dependent variable in the model. 
However, inclusion of dependent variable with lag has a problem that some of the standard estimators such OLS, fixed 
effects, random effects, and feasible generalized least squares (FGLS) tends to produce estimates that are biased and 
inconsistent. (Nickell1981  andKien and Heo 2009). Furthermore, estimation of labor demand and wage equation involve 
the possibility of  endogenity in the model. To deal with tendoeneityissues, IV and GMM approaches are the most 
appropriate methods. Nonetheless, we use GMM approach to deal with heteroskedasticity if it is present, whereas even if 
there is no heteroskedasticity present, GMM estimator is still better compared to IV approach.  Unlike IV approach, a 
GMM estimator makes use of all available moment conditions and therefore, yields not only consistent but efficient 
estimates also. (Baum, Schaffer, andStillman 2003). 
 

THE DATA 
 

The data set consist of a panel of time series data covering a period of  1970-71 to 2005-06 and  a cross section 
of 18 large scale manufacturing  industries. The data are used with a gap of 5 years continuous as time series data were 
not available on regular basis. For the analysis, this thesis uses industries at 3-digit level according to Pakistan Standard 
Industrial Classification (PSIC).  
The industries are classified into three groups; small, medium and large on the basis of size of employment. A firm in 
which average daily persons per establishment employed are 10 or less than 50 persons is  classified as small industries, 
whereas firms having employees above 50 or  less than 249 are classified as medium scale industries. Finally, industries 
with 250 persons or above per establishment are labeled as large scale industries.3 
Data on commodity wise exports and imports come from various issues of Statistical Year Book. We use average tariff 
rate as a proxy for trade liberalization. The variable of average tariff rate is constructed by dividing total import duties 
over volume of imports. We also deflate nominal output with wholesale manufacturing price index. Similarly, we divide 
employment cost by total number of employees to form nominal wage variable while to convert it into real wages, we 
deflate nominal wage with consumer price index (CPI). 
 
 

ESTIMATION RESULTS 
 

To investigate the impact of trade on labor markets, we initiate by relating the changes in employment and 
wages of small scale manufacturing industries with changes in average tariff rate and domestic demand. We report the 
empirical results in table-1. It shows that in the aftermath of trade liberalization, employment in small scale industries 
have increased further with reduction in import duties.Turning to the impact of trade on changes in wages rate, the results 
indicate that trade liberalization has no significant impact on wages of small scale industries though the sign of trade 
coefficient is negative. These results indicate that in the face of increasing competition induced by free trade, small scale 
industries have relied on reducing inputs and other production related cost. In the literature it is known as competition 
effect (Tambunan, 2011).  Domestic demand does not have any significant effect on employment of small scale 
industries; however, it has significantly positive impact on  wages of small scale industries. The signs of other 
independent variables are almost according to the theory and show an interesting pattern. Exports have significantly 
positive impact on employment but have significantly negative impact on wages of small scale industries. This effect is 
not surprising. As to improve the efficiency and competitiveness, small scale firms compete by curbing input costs.On the 
other hand imports have significantly negative impact on employment but have positive impact on wages of small scale 
industries. This finding indicates an interesting pattern that imports have employment displacing impact on small scale 
industries. 
 
 
 
 

                                                
3Since most of the industries reported by CMI lie in the range of 50-249 employed persons, therefore, they were classified 
as medium scale industries. The classification of enterprises into small and medium vary from country to country. Until 
2005, in Pakistan,  there was not any formal definition of small and medium enterprises but in 2005, the State Bank of 
Pakistan defined  that the enterprises in which the number of  employed persons is less than 50; are small, whereas, the 
enterprises having the number of employees above 50 and less than 250; are medium scale enterprises. (See detail on 
http://www.gcu.edu.pk/publications/vc-sme.pdf). Our data are based on CMI, where the industries are classified under 
different segments by size of employees; I have selected the medium scale enterprises / industries, as those, where number 
of employees lie in the range of 50 to 249. 
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TABLE 1 
REGRESSION RESULTS OF SMALL SCALE INDUSTRIES 

 

 Employment Wages 

Variable Coefficient t-Statistic Coefficient t-Statistic 

Intercept 4.615 (0.821) 2.975 (1.90)* 

Employment   1.090 (18.57)** 
Employment lag 0.144 (1.057)   
Wages 0.776 (10.955)**   

Wage lag   0.113 (1.14) 
Output -0.024 (-0.496) 0.123 (2.43)** 
Average tariff rate -0.207 (1.774)* 0.008 (0.07) 
Exports 0.121 (3.172)** -0.081 (-2.37)** 
Imports -0.222 (-2.450)** 0.069 (0.68) 
Time trend 0.030 (2.420)** -0.014 (-0.90) 
No. of Observation 104 104 104 104 
No. of Industries 13 13 13 13 

Hansen J-Test :P-value 0.158 0.198 

Wald Test                        (Joint 
Significance): p-value 

0.00 
 

0.00 
 

Notes: *significant at 10% level, ** significant at 5% level 
a) Robust t-statistics are given in parentheses. b) Standard errors are HAC (heterosckedasticity-and autocorrelation-
consistent) or Newey-West standard errors 
 

Empirical results correlating trade variables with labor demand of medium scale industries are reported in Table-
2. Trade variables, average tariff rate, exports and imports do not have favorable impact on employment of medium scale 
industries. Employment has been reduced as result of trade liberalization induced by reduction in import duties. Domestic 
output and exports surprisingly have affected employment in the medium scale industries negatively.  As far the impact of 
trade on wages of medium scale industries is concerned, it shows that trade has positive but insignificant impact on wages 
of medium scale industries. Other variables have expected signs. Domestic output have favorable impact on wages, 
whereas, exports and imports have no significant impact on wages.  
 

Finally, the empirical findings on the impact of trade on labor demand of large scale industries are reported in 
Table-3. As per our expectation, trade (average tariff rate) has significantly positive impact on employment of large scale 
industries. The impacts of other explanatory variables are according to the theory. Domestic output and exports carry 
expected signs but both tends to have insignificant impact on employment however, imports have a significant 
employment displacing effect on large scale industries. 
 

TABLE 2 
REGRESSION RESULTS OF MEDIUM SCALE INDUSTRIES 

 

 Employment Wages 

Variable Coefficient t-Statistic Coefficient t-Statistic 

Intercept 1.325 (0.224) 0.975 (1.30) 

Employment   1.089 (-18.569)** 
Employment lag 0.144 (1.057)   
Wages 0.776 (10.954)**   
Wage lag   0.113 (-1.141) 
Output -0.024 (0.496) 0.122 (-2.431)** 
Average tariff rate -0.207 (-1.774)* 0.008 (-0.069) 
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Exports 0.121 (3.172)** -0.081 (-2.365)** 
Imports -0.223 (-2.449)** 0.069 -0.681 
Time trend 0.030 (2.419)** -0.014 (-0.898) 
No. of Observation 104 104 104 104 
No. of Industries 13 13 13 13 

Hansen J-Test :P-value 0.750 0.658 

Wald Test                        (Joint 
Significance): p-value 

0.00 
 

0.00 
 

Notes: *significant at 10% level, ** significant at 5% level 
a) Robust t-statistics are given in parentheses. b) Standard errors are HAC (heterosckedasticity-and autocorrelation-
consistent) or Newey-West standard errors 
 

On the other hand, wages tends to have not been affected by increasing trade liberalization. The remaining 
independent variables especially, domestic output, exports and imports have positive impact on wages but the coefficients 
of exports and imports are insignificant. 
Our results confirm results of (Birch 1987).Birch analyzing the performance of small and large firm in response of 
liberalization found that small firms equally performed better in term of employment along with the large firm after 
liberalization. Similarly, our results also confirm results of Álvarez andVergara (2013) and Wilson and Stumpo (2000). 
 
 

DIAGNOSTICS TESTS 
 

We have used instrumental variable technique; the GMM approach in order to account for the endogeneity 
problem in estimating the employment and wage equation. As the use of GMM approach requires using instruments.  We 
have checked the validity of instrumental variables though Hansen J-test under null hypothesis that the validity of over-
identifying restrictions is supposed to be satisfied, if there is no second order correlation of the residuals. The p-values of 
Hansen-J test indicate that we are unable to reject the hypothesis of the validity of instruments used almost in all 
cases.4Furthermore, all estimates are based upon HAC (Hetrosckedasticity-Auto-correlation Consistent) robust standard 
errors; hence there is no issue of hetrosckedasticity and auto correlation 
 

TABLE 3 
REGRESSION RESULTS OF LARGE SCALE INDUSTRIES 

 

 Employment Wages 

Variable Coefficient t-Statistic Coefficient t-Statistic 

 4.615038 (0.821) 2.97466 (1.902)* 

Employment   0.843527 (7.503)** 
Employment lag 0.494373 (1.702)*   
Wages 0.427484 (2.297)**   

Wage lag   -0.393679 (-1.570) 
Output 0.12573 (0.581) 0.2831 (2.617)** 
Average tariff rate -0.313163 (-1.866)* 0.008727 (0.098) 
Exports 0.076206 (0.565) 0.030847 (0.590) 
Imports -0.523596 (-2.190)** 0.105038 (1.798)* 
Time trend 0.010909 (1.107) 0.017352 (2.613)** 
No. of Observation 104 104 104 104 
No. of Industries 13 13 13 13 

Hansen J-Test :P-value 0.486 0.032 

                                                
4Except in wage equation for large scale industries,the  p- value of Hansen J test  is significant at 10 percent. 
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Wald Test                        (Joint 
Significance): p-value 

0.00 
 

0.00 
 

Notes: *significant at 10% level, ** significant at 5% level 
a) Robust t-statistics are given in parentheses. b) Standard errors are HAC (heterosckedasticity-and autocorrelation-
consistent) or Newey-West standard errors 
 
 

CONCLUSION 
 

The empirical evidence on employment and wages in small, medium and large scale industries show that in the 
post liberalization period, employment in small, medium and large scale industries have been increased, whereas it has 
been decreased in medium scale industries. On other hand, trade liberalization does not have any significant impact on 
wages of all type of workers in small, medium and large scale industries. Unlike our expectation, in the face of increasing 
trade liberalization, both small and large scale industries perform better in term of employment. However, wages do not 
show any improvement which indicates that the adjustment of labor to trade shock is through wages and not employment.  
However, one question needs to be answered is that the workers in medium scale industries do not show any increase in 
employment and wages. There are a large number of workers in firms which have been characterized as medium scale 
industries. Further research in this area would be important. 
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ABSTRACT

Several philosophical perspectives exist regarding the best way to enhance learning including but not limited to

community  service  learning,  problem-based  learning,  collaborative  learning,  and  development-based  learning.

Community service learning has been described as "a form of experiential education, deeply rooted in cognitive and

developmental psychology, pragmatic philosophy and democratic theory" (Morton and Troppe 1996). Dewey stressed

the need to link theory and practice since he believed that experience is the catalyst for learning. Ehrlich (1998) provides

the closest perspective to the framework proposed in this paper. The role of education and environmental ethics in the

broader context of sustainability is discussed by Bhagat et al. (2011). The purpose is to gauge the potential for effecting

positive social change (Aguilera et al. 2007) by instilling the values of CSR in the classroom. In order to test the impact

of socially conscious decisions -in the context of a business class project -on the perception of student learners, a quasi-

experiment is constructed. The subjects include sixty undergraduate students: homogeneous in ethnic backgrounds and

age.  Pre-  and  post-test  measures  would  compare  the  significance  on  three  measures:  Environmental  Responsibility

(ENR), Corporate Social Responsibility (CSR), and Individual's  Social Responsibility (ISR). Findings based on data

collected  in  the  past  directionally support  our hypotheses.  While there  was  an  increase  in  all  three  types  of  social

responsibility,  only  Environmental  Responsibility  was  found  to  be  statistically  significant  for  the  whole  sample.

Exploratory Factor Analysis on ENR provided a three-factor solution while EFA on CSR provided a two-factor solution.

One limitation of the past study was that between-subject comparison could not be made since individual subjects were

not tracked in the pre- and post-tests.  Future directions for assessing behavioral ethical norms using such interventions is

discussed.
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Corporate Social Responsibility, Moral Responsibility, Ethics, Education
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ABSTRACT 
 

There is a problem with e-government initiatives. While significant investments have been made, the level of 
success is often questionable. We argue that organizational competencies need to be developed in order to ensure success 
of e-government initiatives. The lack of understanding organizational competence for harnessing e-government initiatives 
leads to failure of such initiatives. By analyzing the Korean G4C project, we integrate the organizational competence 
theory with three socio-technical perspectives (management, technical, and stakeholders) to facilitate understanding of 
organizational competence, which reduces the failure of e-government initiatives and ensures that e-government provides 
superior customer services. 
 
KEYWORDS  
E-Governance, Competence Organizations, Competitive Advantages, Heedful Interactions 
 
 

INTRODUCTION 
 

There is a clear difference between for commercial organizations and e-government organizations. E-
government organizations do not seek competitive advantage rather they seek providing superior services to stakeholders. 
It is important to note that e-government is only a tool for better government; e-government should be value-driven not 
technology-driven. As Leitner et al. (2003) noted that e-government is not only about service delivery but it is away of 
life; it is also a key to good governance in information society. However, there is a problem with e-government 
initiatives. While significant investments have been made, the level of success is often questionable. Various studies have 
indicated that anywhere between 60-80% of e-government initiatives either do not succeed or deliver limited benefits 
(Heeks, 2001). E-government projects fail for a variety number of reasons related to management, stakeholders, technical 
problems, and environment barriers.  
 

The literature has addressed the causes of e-government failure and has proposed solutions. Heeks (2003) 
concluded that the main reason of this failure is the gap between the current reality and the design of the future e-
government systems. The failure causes of e-government projects are summarized as following: the contracts were 
rushed, the right requirements were not clear, end-users were not involved, and centralized management approach was 
adopted (Heeks, 2007). Eynon and Hicks (2006) suggested the following top-ten list of barriers to e-government in 
European Union (EU): “coordination across central, regional and local levels of government, resistance to change by 
government officials, lack of interoperability between IT systems, low levels of Internet use among certain groups, lack 
of political support for e-government, lack of standards for electronic identification across the EU, differences in 
administrative traditions and processes across the EU, lack of secure electronic identification and authentication, ICT 
skills among government officials, public concerns over potential for online theft and fraud” (p.6). Gil-García and Pardo 
(2005) classified e-government challenges to the following five categories: “(1) information and data, (2) IT, (3) 
organizational and managerial, (4) legal and regulatory, and (5) institutional and environmental” (p.4). In another 
research, Obi and Hai (2010) have classified the failure causes of e-government project based on comprehensive 
literature review. They concluded the following categories as the failure causes of e-government projects: e-Government 
applications, end-users, project organization, and environment of e-government. These categories are shown in table 1. 
 

When discussing the “end-user” category, researchers argue that user involvement is considered one of the key 
success factors of e-government systems (Sumner, 2003). Their contention is that significant stakeholders involvement 
from different e-government areas is necessary to utilize most of e-government services and transactions (Abie et al., 
2004). Literature also discusses “e-government application” category, and one example is “interoperability”. The 
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literature main argument is that universal standards must be developed for different purposed ranging from tagging and 
storing information to selecting the software systems (Lenihan, 2002). The third category is “project organization”; 
research argues that the main duty of project organization is the implementation of the e-government; project organizers 
seek want to ensure the high quality of e-government application as well as persuading the stakeholders with the benefits 
of e-government project (Obi and Hai, 2010). The last category is “e-government environment”, and “political support” 
is an example. The literature contention is that political support is important to e-government success because it shows 
the government commitment, and it can minimize the staff resistance (Bhatnagar, 2003). 
 

TABLE 1 
CATEGORIES OF FAILURE CAUSES OF E-GOVERNMENT PROJECTS 

 
 Category Example 
1 End-users Lack of user involvement 
2 E-government 

application 
Lack of interoperability 
between IT systems 

3 Project organization Coordination across central, 
regional and local levels of 
government 

4 E-government 
environment 

Lack of political support for e-
government 

 
From the aforementioned, we note that most of the literature does not explicitly state the importance of 

competence building. E-government competencies should be involved in the e-government initiatives (Rolland and 
Dingsøyr, 2009). The organizational competence that helps in offering excellent services to the citizens is an essential 
part of e-government context (Rolland and Dingsøyr, 2009). Identifying the organizational competencies (i.e. 
capabilities) is crucial to successfully complete e-government processes (Lee, 2010). We also found that variety of skills 
has been identified in literature but without considering the organizational competence. Leitner (2006) suggested three 
dimensions to the skills of e-government: management of organizational change, skills of employees, and effective 
leadership. Khan et al. (2010) proposed e-skill sets based on the development stage of e-government. They found that the 
number and the complexity of skills increase with the progress of e-government development. They conclude that not 
only technical skills but also non-technical skills are included in the e-services set. Wang and Hou (2010) classified the 
required skills for e-government success to: analytical, information management, technical, communication and 
presentation, and project management. 

 
 

THE CONCEPT OF ORGANIZATIONAL COMPETENCE 
 

Several competence researchers (Sanchez, 2004; Hafeez et al., 2002) have divided the legacy of competence 
research into three perspectives: resource-based theory, dynamic capabilities, and core competences. However, the three 
perspectives, share the same proposition; the firms, that want to achieve competitive advantage, must possess and control 
valuable, rare, inimitable, and non-substitutable (VRIN) resources. 

 
Competence, which is developed from the resource-based view, can be defined as “a firm’s capacity to deploy 

resources, usually in combination, using organizational processes, to affect a desired end” (Amit and Schoemaker, 1993, 
p. 35). When firm’s resources possess special competencies (VRIN), these resources can lead to strategic advantage 
(Clemons, 1991). Also, the firm should have the ability to continually generate competitive advantage, and this ability 
depends mainly on the competence endowment (Teece et al., 1990).  

 
Since introducing IS to business processes leads to organizational change, the organization ability to be 

competitive in the market depends on the organization and coordination of its physical, human and organizational 
resources (Tsang, 2000). Thus, IS resources do not contribute directly to achieve the competitive advantage; IS resources 
form a part of complex resources and the interaction among those resources plays the role to achieve the competitive 
advantage. Resources, per se, do not create value rather organization ability (competence) that utilizes resources does 
create value. In another word, competitive advantage results from the organizational processes that are improved by the 
use of IS (Wade and Hulland, 2004). 

 
Another point that is emphasized in literature is that the competence of strategic planning of IS (i.e. avoiding 

any mismatch between the strategic vision and the use of technology) is considered cornerstone ability in creating 
superior value (Peppard et al., 2000; Bakos and Treacy, 1986; Beath and Ives, 1986; Clemons and Row, 1991; Holland et 
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al., 1992). Top management commitment and users involvement not only in the systems implementation but also in the 
planning stage are helpful in avoiding potential problems (i.e. resistance change) (Penrose, 1959; Pereira 1999). 
 

Furthermore, competence can be viewed from two perspectives: individual competencies (Elkin, 1990; 
Woodruffe, 1991; Boyatzis, 1982) and organizational competencies (McGrath et al., 1995; Hamel and Heene, 1994). 
Individual competence refers to the individuals’ skills that lead to an excellent performance in a job. Individual skills 
represent the required behavior to raise the task effectiveness (Burke and Litwin, 1992). Individual skills can be classified 
to technical IT skills, managerial IT skills, and business and general management skills (Caldeira and Ward, 2001). In 
their research, Mata et al. (1995) looked at 5 attributes, of IT, namely, customers switching costs, access to capital, 
proprietary technology, technical IT skills, and managerial IT skills. They concluded that only IT managerial skills could 
be source of competitive advantage because this type of skills involves complex social relationship among executives and 
IT managers. Thus, IT managerial skills usually develop in a long period of time through experience and learning. Also, 
because IT managerial skills are heterogeneously distributed across the firm, Mata et al. (1995) suggested that this type 
of skills is difficult to imitate. Organization competence is the result of understanding of both business processes and 
individual skills (McGrath et al., 1995). Organizational skills, such as project management, interpersonal, team 
management, and communication skills, include the necessary skills to effectively interact with the internal and external 
IS stakeholders (Lorenzi and Robert, 2003). Dhillon (2008) proposed a competence development process theory for 
harnessing IT. According to Dhillon’s theory, organizational competence, which can lead to competitive advantage, can 
be achieved by having two crucial factors: individual and know-how skills, and purposeful heedful interaction as shown 
in figure 1. Dhillon (2008) suggested that developing organizational competencies could help the firms in not only 
gaining competitive advantage but also harnessing IT. The key competencies in having individual know-how are to build 
organizational learning methods, to establish internal strategic alliance, and to create programs that raise the self-belief 
efficiency. The key competencies in coordinating the IT proficiency are to reduce the gap between the know-how and 
know that, and to apply the required behavioral changes that ensure the acceptance of the new technology. Based on the 
improved organizational capabilities, competencies that help in recognizing the IT benefits include: determining 
investment objectives and linking them to performance measures, identifying the stakeholders and make them 
accountable for achieving the objectives, and establishing the organizational change that is consistent with objectives 
achievement. 

 
FIGURE 1 

ORGANIZATIONAL COMPETENCE THEORY (DHILLON, 2008) 

 
 

We argue that organizational competencies need to be developed in order to ensure success of e-government 
initiatives. The lack of understanding organizational competence for harnessing e-government initiatives leads to failure 
of such initiatives while well understanding of organizational competence reduces the failure of e-government initiatives 
and ensures that e-government provides superior customer services. We check the validity of our argument by 
investigating the organizational competencies of the Korean G4C project. 

 
KOREAN GOVERNMENT-FOR-CITIZEN (G4C) 

 
The Korean G4C project began in 2002 as a “one-stop” project. G4C is designed to improve the public services 

that are provided to citizens by integrating high-tech information technology with government services to minimize the 
number of physical visits to the public offices and reduce the required paper work. “The G4C project was created to 
increase Korea’s competitiveness capability in government service provision” (Ministry of Public Administration and 
Security, 2009, p.9). G4C ranked number one in United Nations E-Government Survey 2010 (UN, 2010), and it is 
considered one of the most successful and advanced e-government service systems.  

 
The exploring of G4C’s competencies is based on the analysis of the project description, and implementation 

document that is published by the Ministry of Public Administration and Security (2009). The document (Ministry of 
Public Administration and Security, 2009) describes the G4C system before and after implementation from 2000 to 2009. 
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Because e-government consist of many interrelated socio-technical factors, many researchers (Wang and Hou, 
2010; Alshawy and Alalwany, 2009; Eschenfelder and Miller, 2005; Carter and Belanger, 2004) divided e-government 
projects to several segments in order to facilitate managing and understanding different e-government perspectives that 
provide the competence. Consistent with previous research, we also divide the G4C case into the following perspectives: 
management, technical, and stakeholders. 

 
First, the document indicates that there is a long-term information strategic plan (ISP) to accomplish that 

project. The ISP is set to advance the G4C system to provide superior value customer-oriented services. The ISP 
indicates that receiving government services will be diversified by providing administrative services, voice-based 
services, and mobile-based services. A strong government commitment to develop, implements, and maintain the project 
since the early phases of G4C system is shown in the G4C project. For example, the document indicates that “aggressive 
government support for creating a high-speed communication network has also resulted in one of the most wired nations 
in the world, with 35 million Internet users in the nation today, including over 15 million high-speed Internet 
subscribers” (p.9). Also, the government reformed and reorganized relevant regulations and laws in order to have an 
efficient e-government project. In addition to accepting certified electronic signature, the system accepts legal forms and 
certifications to accomplish several services. Innovation is required in managing G4C project to create e-government 
functions. Thus, Government Innovation Committee (GIC), which consists of consulting committee and technical 
advisory committee, is created to develop and improve the provided services. For instance, the GIC makes “a plan to 
include the authorization of electronic documents for 775 regulations governing government services” (p.50). The 
document also depicts the team’s organizational structure. Three teams, which are control, systems development, and 
regulator reform teams, are headed by senior level heads of information management teams from the Ministry of 
Government Administration and Home Affairs. 

 
The output of G4C processes includes e-services (i.e. receiving national identification registry certificates), e-

management (i.e. creating electronic official document management system for civil petition), and e-commerce (i.e. fees 
payment). G4C promotes process reform in the e-government processes. For instance, the following has been 
accomplished while implementing the G4C project:  

 “A process of elimination and/or combination of services that have little legal foundation, or are almost never 
requested by citizens” 

 “Discover and eliminate services that require a complex process or are rarely used” 
 “Discover methods for improving a variety of service processes and procedures i.e. personal services”. 
 “Discover methods for increasing the efficiency of government administrative organizations. i.e. improve fee 

structures”. 
 “Standardize and simplify procedures for requesting and receiving government services i.e. expand services that 

can be received by phone or fax” (pp.17-18). 
 

This part of the document shows that G4C project has individual skills (i.e individual managerial skills) as well 
as the interaction skills (i.e. the required managerial interaction to achieve objectives). We group these competences 
under the managerial perspective and we summarize the following: 
 
First Perspective: managerial competencies are crucial to the success of G4C project. 

 
Second, the capabilities of IT infrastructure play a major role in the success of G4C project. The hardware and 

software assets of G4C project were strengthened to be able handle the system services. G4C creates an integrated 
government service portal. The system allows 97 government organizations to use the system and share information. 
G4C is linked with 54 systems including Hometax.go.kr (tax service), Unipass.co.kr (customs), for example. The system 
promotes an administrative cooperation between cities and provinces by utilizing the “Saeol” database. At the same time, 
the system is linked to the process management system, document distribution system, and the city, provincial and 
district administrative systems that create an online document delivery system. 
 

The G4C system is also competent to provide accessibility and security. For example, “services with complex 
procedures are grouped into steps that can easily be understood by the user” (p.10). The regulations and laws pertaining 
to the service being sought can be accessed easily. The system applies one-time passwords to protect the users’ personal 
information. Furthermore, the foundation of the system can be expanded to include new devices other that PCs. For 
example, the current scope of the services can by expanded to include mobile devices (i.e. PDAs, mobile phone), and 
television sets (cable TV, IPTV). 

 
These competencies can be grouped under the ‘technical perspective’. It includes know-how of achieving these 

competencies, and the interaction of the technical competencies with the process and managerial aspects. Therefore, we 
classify these competences under the technical perspective and we summarize the following: 
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Second Perspective: technical competencies are crucial to the success of G4C project 

 
Finally, e-government systems are designed to deal with different stakeholders such as employees, citizens, 

business, and other government organizations. The G4C project is citizen-oriented project; one of its goals is to 
“reorganize the administrative service processing standardization table to facilitate understanding, and develop customer-
oriented service regimes” (p.19). First, the citizens should be aware of the available services that are provided. Public 
education campaign is performed to raise the citizens’ awareness. The G4C is promoted through various media during 
times of heavy usage such as the year-end tax season. Both the project as well as the stakeholder should be able to 
communicate and should have the communication skills. “Another goal of the system was to enable the public to utilize 
government services without having to physically visit offices, and create a two-way communication system that allows 
individuals to voice their opinions on government policies and programs.” (p.38). 

 
Thus, the citizens should have the ability to deal with the system without problem. In addition, the system 

designed to promote the online usage and accessibility as indicated in the second perspective. Internal users should also 
be trained to use the system. To ensure this competence, “a training program was carried out in 16 city, provincial and 
government offices around the country; a total of 5,736 civil servants and workers were trained during the program 
during the two trial operation phases, with an additional 8,357 trained during the evaluation period itself” (p.52). Thus, 
We group these competences under the stakeholders’ perspective and we summarize the following: 
 
Third Perspective: stakeholders’ competence is crucial to the success of G4C project. 

 
TABLE 2 

PERSPECTIVES OF G4C PROJECT AND THEIR COMPETENCIES 
 

Perspectives Competencies Does it include individual and 
know-how skills? 

Does it 
include 
heedful 

interaction? 

Managerial strategic planning 
leadership skills 

project management 
change management 

human resource management 
innovation skills 

legal management 
process management 

process reengineering skills 

Yes Yes 

Technical technology management 
information and knowledge 

management 
technical skills  

Yes Yes 

Stakeholders computer literacy 
communication skills 

interpersonal skills 

Yes Yes 

 
Although analyzing the organizational competence from Dhillon’s theory is useful, we conclude that the 

competence of e-government projects needs to be analyzed from an additional point of view. The competencies of each 
one of the four G4C categories consist of individual skills and/or know-how, and purposeful heedful interaction as shown 
from the analysis of G4C case.  The managerial competencies, for example, include the individual managerial skills (i.e. 
change management skills and project management skills). These managerial skills are necessary to manage the 
technical, and stakeholders’ perspectives. The technical competencies include the know-how aspects in addition to the 
interaction among the managerial, and stakeholders perspectives. Figure 2 shows the direct relationship between the e-
government perspectives and the organizational competence theory.  
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FIGURE  2  
ORGANIZATIONAL COMPETENCE THEORY AND E-GOVERNMENT PERSPECTIVES 

 

 
 
 

DISCUSSION, CONTRIBUTIONS, AND LIMITATIONS 
 

Although the literature has reported several e-government competence studies (Leitner, 2006; Khan et al., 2010; 
Wang and Hou, 2010; Lee, 2010), several shortcomings still exist in the previous work. First, the current studies do not 
integrate the e-government competence with the competence theory. Such integration (i.e. skill and know-how, 
interaction) is essential to understand the major components of e-government competence. Second, the current studies do 
not investigate the competence elements from the socio-technical perspectives (i.e. management, technical, stakeholders). 
Investigating the e-government competence from the socio-technical perspectives is important to facilitate the e-
government management (Robey and Holmström 2001), the determination of the missing competence of e-government, 
and ultimately providing the superior services.  Thus, the objective of this paper is to propose a study that remedies the 
aforementioned drawbacks. 
 

This study contributes to the body of knowledge conceptually and empirically. The theoretical contribution is 
the novel integration of e-government literature and competence theory, which facilitate understanding the e-government 
competence from the socio-technical perspective as well as from the individual skills and interaction perspective. As a 
practical implication of the suggested integration in figure 2, the integration informs the director of e-government project 
that the employees of each perspective need individual skills and interaction skills (i.e. a managers need managerial skills 
and managerial interaction skills, technician need technical skills and interaction skills) to ensure that everyone 
understands each other’s jargon. Determining the individual skills and the interaction skills of each perspective is 
important message that needs to be considered while training the current employees and hiring new prospective. Also, the 
suggested integration tells that different stakeholders (i.e. citizens, businesses, governments) should have individual skills 
(i.e. computer literacy) as well as interaction skills. The competencies of stakeholders are important to consider while 
designing the media awareness and education campaigns.  
 

However, this study is not without limitation. The analysis and the conclusion are based on the analysis of G4C 
case study, which is a government document that describes the Korean e-government project. The purpose of G4C 
document is descriptive in nature, and it is published to give descriptive information about the G4C project. Real-world 
data collection should be performed for this particular research and that is what we plan to accomplish in future research. 
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ABTRACT 
 

This research demonstrates the Model of behavior to repayment education loan of graduate in Thailand, the 
analysis of the possible effects influencing the behavior and intention to repay the educational loans. The research 
objective is to review the latent variable and the construct variable in accordance with the Theory of Reasoned Action: 
TRA and the theory of Planned Behavior: TPB by Ajzen to define the conceptual framework and the research hypothesis. 
From literature review, Researchers have determined the primary variable of the model which is Graduate borrowers’ 
attitude towards the loan repayment, Graduate borrowers’ Performance to repayment, Graduate borrowers’ Perception 
toward loan Repayment, Graduate borrowers’ intention to repay loan and loan repayment behavior of Graduate 
borrowers’. These variables are necessity for a further development of the thesis for a doctoral degree. 
 
KEYWORDS  
Education Loan, Attitude, Performance, Perception, Intention, Behavior, Loan Repayment  
 
 

INTRODUCTION 
 

Educational opportunities and distribution help developing human capital and social capital. They are the most 
important factors in social and economic in development country. Therefore, the efficient and effective educational 
management will create the awareness of individual duties and responsibilities to the citizens. Scholarship is considered 
the key element to foster the education. It could possibly be a grant or a loan. It creates the opportunities for those who 
are economically disadvantaged to be able to study at higher level. 

 
Student Loans Fund (SLF)  is the important mechanism to promote the educational development. In order to 

ensure an equally education level of its citizens, the government encourage students to borrow and to repay after 
graduation. According to the statistics from Student Loan, there are a total of 4,511,700 borrowers in which there are 
2,948,708 borrowers are currently in the repayment scheme (65.35% of the total borrowers). The numbers of the 
borrowers in arrears are 1,925,611 people, representing 65.3% of all borrowers. The principle amount unpaid totaled 
48,632.67 million baht or 55.93% of the total principle amount (as of February 28, 2015) 

 
This research presents the Model of behavior to repayment education loan of graduate in Thailand, an analysis 

of the possible influence to the behavior and intentions to repay of the borrowers by using the Theory of Rational Action: 
TRA and the Theory of Planned Behavior: TPB to define the framework and hypothesis of the research. The objectives 
of this study are to: 1) review the Latent variables and Construct variables of the model, 2) create the conceptual 
framework of the Model of behavior to repayment education loan of graduate in Thailand, and 3) create the Model of 
behavior to repayment education loan of graduate in Thailand and research proposal. 

 
 

LITERATURE REVIEW 
 

With reference to the TPB, the model has been developing since 1985, as was originally based on the TRA 
(Ajzen and Fishbein, 1985). The theory is used as a tool to define the relationship between variables. The theory explains 
3 elements convincing the human behavior. These are Behavioral beliefs, normative beliefs and Control belief (Ajzen, 
1991). 
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FIGURE 1 
THEORY OF PLANNED BEHAVIOR: TPB 

 

 
Source: http://sphweb.bumc.bu.edu/otlt/MPH-Modules/SB/SB721-Models/SB721-Models3.html 

 
From the theory is used to define the conceptual framework of the research for a doctoral degree as follows: 
 

FIGURE 2 
CONCEPTUAL FRAMEWORK 

 

 
 
The researcher was reviewed in accordance with 137 copies of information retrieved from ESBCO, Emerald and 

Google database.  The detailed concepts of TRA and TPB are explained as following: 
 

Theory of Reasoned Action: TRA 
 

The theory explains the social behavior of individuals and the motive to outline the attitude, behavior and 
subjective norms (Shafinar Ismail, 2011). Not only does the theory explain the psychological process of a conscious 
human, also it tries to identify the determinant of behavior (Ajzen and Fishbein, 1980). According to the theory, the 
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human intention determines the behavior and attitude of the individuals (Ajzen, 1991). TRA also explains Causal model 
which compose of 2 main approaches. The first approach relates to a perception of the facts (the graduate has knowledge 
about loan agreement). Consequently, it will generate attitude evaluated on the basis of individual beliefs (the graduate 
recognize that the loan repayment is imperative).  This will create the intention to act (the graduate is intention to 
repayment the loan after graduation). By the end of the process, the behavior will be created (the graduate repayment the 
loan). The second approach indicate that behavior is influenced by the opinions of other individuals (the graduate follows 
his friend’s suggestion as he initially believes that his friend is knowledgeable about loan agreement). As a result, this 
will create the perception of social acceptance (a majority of the students realize that loan repayment is imperative). 
Finally, the determination to act will be created (Shafinar Ismail, 2011). Moreover, TRA is successful when applied to 
behavior which is influenced by the determination to act of the individuals (Ajzen 1985; 1991). 

 
Theory of Planned Behavior 
 

The Theory of Planned Behavior explains that a behavior of the individuals is determined by their intentions. 
This theory also explains the relationship between attitude and behavior. It is well known as a persuasive theory used to 
predict behavior (Ajzen&Fishbein, 1980). The theory is commonly used to study the connection between beliefs, 
attitudes, and behavioral intentions. Moreover, it is used to describe the intention influencing behavior, in other words, to 
explain the attitude influencing behavior,the conformation to a reference group. Taking this entire element into 
consideration, the positive or negative action toward the loan repayment can be determined (Ajzen, 2006). The 
conformation to a reference group is a motive to act in accordance with the influencing individuals (Fishbein & Ajzen, p. 
304).  

 
Base on Documentary Research and Content Analysis, the researcher have outlined the fundamental conceptual 

framework as following 
 

FIGURE 3  
FUNDAMENTAL CONCEPTUAL FRAMEWORK 
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The conceptual framework consists of 5 latent which can be described as following: 
 
1. The attitude of the Graduate borrowers’ towards the loan repayment scheme 

 
1.1 Definition of attitude 

 
Attitude is the evaluation of both positive and negative aspects of the individuals, activities, thoughts, objects, 

situations and all the surroundings (Zimbardo and Boyd, 1999). Attitudes are sensitive to certain stimuli and ready to 
respond repeatedly in accordance with perception and experience. Attitude is a catalyst for individuals to act in 
accordance or against the stimuli depending on the individuals’ knowledge. Summarily, attitude is a component which is 
full of vitality and creativity to determine human behavior. It is a motive for human to response to any obligation. The 
response could be positive or negative depending on the perception and general knowledge of each individual. 

 
1.2 Element of attitude 

 
Dusadee Kuikaew (2014) said that attitude consist of the followings: 
1. Cognitive component refers to a particular belief is evaluated on the basis of faith, imagination and 

memory. 
2. Affective component refers to a positive, negative or both feeling towards the target 
3. Behavioral component refers to the possible action/behavior towards the target 

 
1.3 Source of attitude 

 
There are several sources of attitude (Amornsiri Sompornsuksawat, 2012).       
         

The most common are the followings. 
 

Personal experience – direct experience of the individuals must have a connection with his/her 
surroundings. Thus, there are concurrent evaluations of existing and new experience to develop an attitude 
towards a particular thing. 

 
Group Association – everyone is influenced by the other members of their group more or less. The 
majority opinions in the reference group will convince an individual in a group to create an accordance 
attitude. The common reference groups are families, friends, colleagues, cultural groups. 
 
Other influential factors – attitude can be shaped or adjusted as a result of associations with the 
influential individuals. In other words, the individuals that we accept or have faith in. The examples are 
close friends, relatives or professional individuals. 
 

TABLE 1 
CONTENT ANALYSIS FOR ATTITUDE 

 
 
 
 
 

Reference Attitude 
Author year Parental Influence Subjective Norm 

Kimi van der Byl   and Jean-Paul Van 
Belle 

2008   

 Shafinar Ismail , Aatoneata Serguieva and 
Satwinder Singh 

2010   

Shafinar Ismail Antoaneta Serguieva and 
Satwinder Singh 

2011   

Shafinar Ismaila,b, Satwinder Singha and 
Aqilah Nadiah Md Sahiqb 

2012   
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2. Graduate borrowers’ performance to loan repayment 
 
2.1 Definition of performance 

 
Performance can be divided into several groups depending on a number of factors such as 
 

Personal performance refers to the satisfaction of the individuals towards the works or assignments that the 
persons have attempted their best effort under particular circumstances. It also refers to the comparison of past success 
and the results expected in the future. It may be concluded that personal performance is the attempt of an individuals to 
achieve a preset goals while using existing resources to achieve maximum benefit. 
 

TABLE 2 
CONTENT ANALYSIS FOR PERFORMANCE 

 
 
 
 
 
 
 
 
 

 
3. Graduate borrowers’ perception toward loan repayment 

 
3.1 Definition of perception 

 
Perception is defined as the process by which an individual selects, organizes, and  

interprets stimuli into a meaningful and coherent picture of the world (Schiffman & Kanuk, 2000).  Alternatively, 
perception is an interpretation of the exposure which will be delivered to the brain to create a meaning.  Perceptions 
usually come with sensation. Sensation is involved 5 senses include ear, eye, nose, tongue and body. When they are 
combined with the thought, perception is created. 
 

3.2 Factors influencing perception 
 
Two individuals may be exposed to the same stimuli under the same apparent  
 

conditions, but how each person recognizes, selects, organizes, and interprets these stimuli is highly an individual process 
based on each person’s own needs, values, and expectations. This factor can be categorized into 2 groups. 

External factor – intensiveness, size, repetition, contrast and movement 
Internal factor – motive, expectation, personal interests, feeling, emotion and imagination 

 
TABLE 3 

CONTENT ANALYSIS FOR PERCEPTION 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

Reference Performance 
Author Year Amount of Loan 

Borrowed 
Effective income Other 

Lynch 2003    

Shafinar Ismail 2011    
Jittrawan  Thawornwongsakul 2011    

Reference Perception 
Author Year Understanding 

of loan 
agreement 

Loan Re-payment 
process and 
procedures 

Loan-repayment 
announcement 

Tamara Dinev and Qing Hu 2004    

Hsin Kuang Chi , Huery Ren 
Yeh and Ya Ting Yang 

2009    

Shafinar Ismail 2010    
Shafinar Ismail  and 
Antoaneta  Serguieva 

2011    
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4. Intention to Repay Loan 
 
4.1 definition of Intention 

 
Ajzen (1991) defined intention as how hard a person is willing to try and how motivated he or she is, to 
perform the behavior. Warshaw and Davis (1985) defined intention as the degree to which a person has 
formulated conscious plans to perform or not perform some specified future behavior. In combination, attitude 
toward the behavior, subjective norm and perception of behavioral control lead to the formation of a behavioral 
intention. As a general rule, the more favorable the attitude and subjective norm, and the greater the perceived 
control, the stronger should be the person’s intention to perform the behavior (Ajzen, 2006). 
 
Sa-at Mungsin (2013) believed that the best predictor of behavior is intention. However, intention determinants 
are not limited to attitude, subjective norms and perceived behavioral control. There may be other factors that 
influence intention such as 
- Time Interval – there may be a substantial gap of time between assessment of  

behavior intention and the actual behavior being assessed.  In that time gap, the intention of an individual 
might change. 

- An individual who is exposed to new or updated information might change his or her behavioral intention. 
- Behavior with many steps may be more difficult to perform including more opportunity to abandon. 
- Capability to perform a specified behavior - Intention represents likelihood whether an individual will 

perform a behavior. However, if the individual do not possess a specified ability to perform behavior, the 
intention will be disregarded. 

- Memory – Often the behavior is not delivered because an individual forget a specified behavioral intention.  
- Characteristics – when one or more characteristics of an individual contradict the behavioral intention, 

behavior will not performed. 
 

TABLE 4 
CONTENT ANALYSIS FOR INTENTION 

 
5. Loan Repayment Behavior 

 
5.1 Definition of Behavior 

 
Behavior is an action that is both observable and measurable. It should be described  

in a way that an outside observer can easily identify the action (behavior) in question (Hilgard and Bower, 1966). Not 
only external perspectives such as environment effect human behavior, internal perspectives such as value, attitude, 
opinion, belief and test are also contributively form behavior. 

 
5.2 Components of behavior 

 
According to Pornthip (2012), human behavior is consist of 7 components 

1. Goal is the need or the objective to create an action. An individual must perform an action to achieve 
the need or the objective. The action can bring both an immediate or consequential satisfaction. 

2. Readiness is an imperative ability to complete the action. There are specific needs or objectives which 
are beyond the individual’s capability. 

3. Situation gives an opportunity to individual to choose a best course of action to complete the action. 
4. Interpretation is needed before an individual decide to choose a course of action. He or she must choose 

an action maximizing satisfaction. 
5. Response is the course of action derived from the interpretation. 
6. Consequence after the action took place could either be in accordance with prior expectation or could 

contradict the expectation. 

Reference Intention 
Author Year Self-awareness   Formal debt-collection 

Warshaw & Davis 1985   

Ajzen 1991   
Sa-at Mungsin 2013   
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7. When the consequence fails to meet the expectation, an individual could possibly re-interpret and 
choose a new course of action. –a response to consequence. 

 
TABLE 5 

CONTENT ANALYSIS FOR BEHAVIOR 

 
 

HYPOTHESIS AND CONCEPTUAL FRAMEWORK 
 

With reference from literature review, the following hypotheses have been made: 
 

1. Graduate borrowers’ attitude towards the loan repayment creates a statistically significant positive Graduate 
borrowers’ intention to repay loan. 

2. Graduate borrowers’ Performance to repayment creates a statistically significant positive Graduate borrowers’ 
intention to repay loan. 

3. Graduate borrowers’ Perception toward loan Repayment creates a statistically significant positive Graduate 
borrowers’ intention to repay loan.  

4. Graduate borrowers’ Perception toward loan Repayment creates a statistically significant positive Graduate 
borrowers’ attitude towards the loan repayment. 

5. Graduate borrowers’ intention to repay loan create a statistically significant positive loan repayment behavior of 
Graduate borrowers’ 
 
 
 
 
 

Reference Behavior 
Author Year Yearly full-

repayment 
Monthly full-

repayment 
Income-based 

repayment 
Hilgard and Bower 1966    

Pornthip Boonpeng 2012    
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CONCLUSION 
 

The Model of behavior to repayment education loan of graduate in Thailand with the Theory of 
Reasoned Action: TRA and the theory of Planned Behavior: TPB used to define the conceptual framework and 
hypothesis of the research for a doctoral degree. Base on Documentary Research and Content Analysis, the 
researcher have outlined the primary variable of the model, consist of the Graduate borrowers’ attitude towards 
the loan repayment, Graduate borrowers’ Performance to repayment, Graduate borrowers’ Perception toward 
loan Repayment, Graduate borrowers’ intention to repay loan and loan repayment behavior of Graduate 
borrowers’. 

 
 

REFERENCES 
 

Ajzen, I. and Fishbein, M. ( 1980) . Understanding Attitudes and Predicting Social Behaviour. Prentice-
HallEnglewood Cliffs: NJ. 
 
Ajzen., I. (1985), From intentions to actions: a Theory of Planned Behaviour. Edited by  Khul, J., Beckmann, 
J., Springer-Verlag & Berlin Heidlberg. New York. 
 
Ajzen, I. (1991). The theory of planned behavior. Organizational Behavior and Human  Decision Processes, 
50(2), 179–211. 
 
Amornsiri Sompornsuksawat. (2012).“ The study of the attitude toward working in call center occupation of 
Onetoone Contacts Company Limited” [On-line Available]: http://www.thapra.lib.su.ac.th/ thesis/ 
showthesis_th.asp?id=0000008171 (accessed March 2016). 
 
Dusadee Kuikaew. (2014). Study of knowledge and attitude of the public towards saving household 
account.Rajamangala University of technology Lanna, Chiang Mai. 
 
Elistina Abu Bakar, Jariah Masud and Zuroni Md Jusoh. ( 2006) . Knowledge, Attitude and Perceptions of 
University Students towards Educational Loans in Malaysia. J Fam Econ Iss. 27, 692–701. 
 
Hilgard, E.R. (1966). Introduction to psychology. 3rded. New York : Harcourt Brace and Word. 
 
Hsin Kuang Chi, Huery Ren Yeh and Ya Ting Yang. (2009) . The Impact of Brand Awareness on Consumer 
Purchase Intention: The Mediating Effect of Perceived Quality and Brand Loyalty. The Journal of International 
Management Studies. 4 (1). 
 
Porntip Boonpeng. (2012). People’s Behavior toward Solid Waste Management in Koh Chang Municipality, 
Koh Chang District, Trad Province. Master of Public Administration Burapha University, Chonburi. 
 
Robins, J., & Wiersema, M. F. (1995). A Resource Based Approach to multibusiness  Firry Empirical 
Analysis of Portfolio Interrelationship and corporate  Financial Performance. Strategic Management Journal, 
16(4), 277-299. 
 
Shafinar Ismail, Antoaneta Serguieva,dan Satwinder Singh. (2010). Student Attitude  Towards Loan 
Repayment: A Theoretical Framework. Journal Bisnis & Manajemen. 10 (1), 45 – 52. 
 
Shafinar Ismail. (2011). Students’ Attitude to Educational Loan Repayments: A Structural Modelling Approach 
(A thesis submitted for the degree of Doctor of Philosophy Brunel University, West London). 
 
Shafinar Ismail' Satwinder Singh' and Aqilah Nadiah Md Sahiq. (2012). Mediation Effects of Educational Loan 
Repayment Model. British Journal of Economics, Finance and Management Sciences. 5 (1). 
 
Sa-at Mungsin. ( 2013) .“Concepts and theories of health promotion and illness prevention.” [On-
lineAvailable]:www.bcnsp.ac.th/.../05-07-2013aorsaard_course.doc (Accessed February 2016). 
 
Tamara Dinev and Qing Hu. (2004). The Centrality of Awareness in the Formation of  User Behavioral 
Intention Toward Preventive Technologies in the Context of  Voluntary Use.  
 



222 Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

Warshaw, P.R. and Davis, F.D. (1985). Disentangling behavioral intention and behavioral Expectation. Journal 
of Experimental Social Psychology, 21, p. 213‐28. via integrated model of TAM and TTF. Qual Quant. 47, 
1009–1020. 
 
Zimbardo, P.G. and J.N. Boyd.  (1999). Putting time in perspective: A valid, reliable  individual differences 
metric. J. Personality Soc. Psychol., 77, 1271-1288. 

 



223Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

0045

THE STUDY OF ENGLISH LANGUAGE TEACHING STRATEGIES ACCORDING TO
STUDENT’S LEARNING STYLES OF ENG111 EVERYDAY ENGLISH COURSE

Kriangkrai Satjaharuthai
Doctor of Philosophy Program in Educational

Administration, School of Liberal Arts,
Sripatum University, Bangkok, Thailand

Tel: +668-1425-4242, E-mail: kriangkrai.sa@spu.ac.th

Wuttinee Thongkaew
School of Liberal Arts, Sripatum University, Bangkok, Thailand

and

Watcharaporn Kisawadkorn
English Business Communication Department, School of Liberal Arts,

Sripatum University, Bangkok, Thailand





225Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

 

 

THE STUDY OF ENGLISH LANGUAGE TEACHING STRATEGIES ACCORDING TO 
STUDENT’S LEARNING STYLES OF ENG111 EVERYDAY ENGLISH COURSE 

 
 

by 
 

Kriangkrai Satjaharuthai 
Doctor of Philosophy Program in Educational  

Administration, School of Liberal Arts,  
Sripatum University, Bangkok, Thailand 

Tel: +668-1425-4242, E-mail: kriangkrai.sa@spu.ac.th 
 

Wuttinee Thongkaew 
School of Liberal Arts, Sripatum University, Bangkok, Thailand 

 
and 

 
Watcharaporn Kisawadkorn 

English Business Communication Department, School of Liberal Arts,  
Sripatum University, Bangkok, Thailand 

 
 

ABSTRACT 
 
  The purposes of the study were 1) to study teaching strategies according to students’ learning style of ENG111 
Everyday English course 2) to study the achievement of the students based on learning strategies of ENG111 Everyday 
English course by using Pre-test and Post-test as instruments in the study. The sample of this study were students who 
registered in the ENG111 course for academic year 2016, semester one, in section number 32, 33 and 86 with 67 people 
(Census). The descriptive statistics were used for analysis and presentation of the results of the study on students’ 
achievement; they were: frequency, percentage, average, standard deviation and the students’ behavior narration from 
obtaining teaching strategies of the English language course. The results of the study of General English teaching based 
on the students’ learning styles in ENG111 course found that the appropriate teaching strategy must be considered for 
creating a positive attitude of the students taking the English courses. The strategy was to open their mind positively to 
acquire the subject content or knowledge from the teacher and classmates. Motivating the students using English 
language learning strategies helped the students be more concentrated in the class and more understanding of the lesson 
taught. 
 
KEYWORDS 
Teaching Strategy, Fundamental English, Learning Styles 
 
 

BACKGROUND OF THE STUDY 
 
  The current globalization of our world is an era of the borderless world. People around the world communicate 
in one way or another. Language is used to intermediate among people, especially the English language. It is known as a 
common language that people all around the world use to communicate. Many centuries ago, people all over the world 
prefer to use English more. For example, 85 percent of speaking international callers use English. Three-quarters of 
international communication correspondence, telex and cable use English. Moreover, most computer programs and 
software are in English. Notably, the use of the internet, which is the most modern, fast and convenient communication, 
presently use English as a main language. In addition, English is also the language of international business. In 
multinational corporations, English is selected for corporate management and also the official language or semi-official 
language in many countries. Both in North America, Europe, Africa, Australia, Asia and even our neighboring countries 
like Malaysia and Singapore, use English as the official language together with their local language. 
 
  English is a universal language that is crucial in the present because it is used extensively as a tool of 
international communication. In the present, Thailand is a member of ASEAN community that uses English as a central 
language of communication, and thus English plays an important role for the country. A recent survey found that English 
language skills of Thai students are exceptionally low. It is necessary to improve and develop in urgency to compete with 
other countries (Naphat Wutthiwongsa, 2557). However, the contextual of teaching and learning English as a foreign 
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language in Thailand can noticed that when people compared the contextual of teaching and learning English as a foreign 
language in Thailand with other countries around the world, even among the ASEAN region, the quality and standard is 
quite low. From the results of a study of webometrics ranking of world universities by an established and reputable 
international organization which is the World Economic Forum (WEF) at the end of August, 2013, showed that Thailand 
is ranked at 142 and when compared with the member countries of ASEAN, Thailand is ranked 8th and near the bottom. 
(Excluding the Lao People’s Democratic Republic and the Republic of the Union of Myanmar.) (Thavesak Ounjittikool, 
2556) 
  

Thai graduates and the their graduation process that are displayed to the labor market, all sectors in ASEAN and 
all over the world have always acknowledged, recognized and relied on the quality of Thai graduates and the confidence 
in the productive process of the educational institutions.(Office of the Higher Education Commission : OHEC, 2553). 
Education is an important tool in creating opportunities, developing intelligence and encouraging the learning process of 
Thai people to think, do, learn to be self-reliant and use the experience, skills and abilities to their advantage in health 
care, physical body, mind and intellect. As well as being able to perform social mission, participate in the development 
and effectively enhance the competitiveness of the country. They must also be able to protect themselves from capitalism 
or globalization that would lead to overall perspective (well-being) of society. (Parichat Theparak, 2550) The quality of 
education of Thailand is required to develop and accommodate the creation of human cognitive skill, understanding, 
processing the ability to live happily in society, having the knowledge and ability to develop the capability of the country 
in order to compete with the international crowd. Therefore, we need to consider the nature of teaching and learning in 
various levels on appropriateness of the development process. Since the educational management in higher education is 
an important level of education and extremely valuable because it is the final preparation for entry into a profession as a 
quality citizen.(Chaiyod Jiramethatkorn, 2554) Thus, the higher education institutions must take into consideration the 
modern curriculum development of higher education institutions both respond to advanced technological requirements. 
They must provide graduates with professional expertise, teach critical thinking ability, and help them to conduct 
research or to solve various problems (Chinnaworn Boonyakiet, 2553). In addition, higher education institutions must 
consider the employment of graduates and raise awareness of this as a member of ASEAN economic community. The 
graduates are faced with competition in finding jobs with graduates from different countries in the ASEAN region. 
  

A good education for the new generation is not the same as education in the last ten or twenty years. A quality 
education has to change completely the students’ learning styles and the teachers’ roles. A beloved teacher, even though 
always pay attention to students but uses traditional teaching methods, will not be a teacher who gives the true benefits to 
the students. In another words, this type of teacher who has a disciple’s mind is not enough. Disciple’s teacher need to 
change their points of interest, instead of focusing on teaching they must change to learning (both for the students and for 
themselves). Teachers also need to study more and improve their learning styles that are provided to students. Disciple’s 
teachers must change their role from a teacher to a coach or a learning facilitator. Moreover, they need to study the skills 
to perform this role by grouping together in order to study systematically and continuously, which is also called PLC 
(Professional Learning Community) (Vichan Phanich, 2555, preface) 
 
  Sripatum University is a higher education institution that focuses on learning from the professional with real 
working experience. Thus, there is a variety of teaching and learning methods to benefit the students. Particularly in 
English, there are domestic and foreign instructors with high qualification, knowledge, experience and the ability to 
transfer the language knowledge to learners (to create collaborative processes that help students to achieve the learning 
process together) and to be able to apply what was learned on completion of the course. If the students have the 
knowledge, understanding and good attitude towards English, then they will have a good opportunity to apply for future 
career. From the problems and the significances mentioned above, and the researcher being a lecturer of general English 
courses for the undergraduate level, the need to study and conduct a research on fundamental English teaching strategies 
based on learning styles of the students is very important. The purposes of the study are as follows: 1) to study English 
language learning strategies, and 2) to study the achievement of the students taught based on learning strategies. 
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RESEARCH METHODOLOGY 
 
  The population of this study was the 67 students who registered for the ENG111 course in academic year 2016, 
the first semester, in section number 32, 33 and 86. The researcher was responsible for teaching this course to these three 
groups.  The sample of this study were every student who registered ENG111 course in academic year 2016, semester 
one, in section number 32, 33 and 86 with 67 people (Census). The instructor divided all the participants into 2 groups by 
the students’ learning styles that are 1.Auditory and Tactile Learners from section number 32 and 33 with 37 people and 
2.Visual and Tactile Learners from section number 86 with 30 people.  
 
Instruments used in the study 
 
   The instruments used in this study included the lesson plan on week 12-15 which the topics are: shopping, a 
wide world, busy lives, and exhibition. 
 
Teaching Strategies 
 
   In this study, the instructor has defined teaching strategies as an instrument of the study and separated them 
form the lesson plans in order to allow the instructors or the readers to have clear understanding of the teaching 
strategies. The researcher defined the teaching strategies as follows: 
 
   1. Creating a positive attitude of the students in the English courses strategy. 
  
   The researcher created a positive attitude towards using instructional technology, such as sharing the online-post 
about using English language and vocabulary in the Facebook group in order to let students feel that English is a part of 
daily life. Moreover, answering students’ questions or issues that they don’t understand through a Line group make the 
students more comfortable to express their opinion, participate more and freer to get involved in the lessons. This 
technique can create familiarity with the instructor in the English course and it will result in a better attitude towards 
English. 
 
   2. Motivating the students in English language learning strategy. 
   
   The researcher created motivation by setting goals together with the students before each lesson to produce the 
students’ driving force to achieve the target of the lesson. 
   
   3. Teaching based on learning style. 
 
   In this study, the researcher chose Auditory and Tactile Learning style for section number 32 and 33 and Visual 
and Tactile Learning style for section number 86 which was divided form learning style in each group as mentioned 
earlier. 
 
 

RESULTS ANALYSIS 
 
  The analysis and presentation of the results on English language teaching strategies, the researcher determined 
the suitability of strategies by using personal teaching experience in proceeding teaching process combined with the 
students’ behavior assessment form behavior observation such as attendance, hand-in assignment (on time) and class 
participation. If the instructor did not receive good feedback, it indicated that the strategies is inappropriate. Then the 
next step is to adjust the teaching strategies. If the instructor received good feedback, it indicated that the strategies are 
appropriate and practical. Furthermore, strategic presentation is showed in the form of narration and strategic diagram. 
The descriptive statistics were used for analysis and presentation of the results of the study on students’ achievement that 
are frequency, percentage, average, standard deviation and the students’ behavior narration from obtaining teaching 
strategies of the English language course. 
 
 

DISCUSSION AND CONCLUSION 
 
  The results of the study of General English teaching based on the students’ learning styles in ENG111 course 
found that 1.) Creating students positive attitude strategies by sharing posts about the English usage and vocabulary in 
Facebook group shown that the students who registered in section number 32 and 33 regularly attend class on time. 
While the students who registered in section number 82 had more participation in class and answer questions or talking 
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about the topics they do not understand through the Line group more. This allows the students to be more comfortable to 
express their opinion and easily get involved. Moreover, in section number 32 and 33, the students are more confident in 
expressing their opinions and more open-minded. The students in section were 86 who expressing more opinions. 
 
  Motivating the students in English language learning strategies by setting goals together with students before 
each lesson to create the students’ driving force has indicated that the students in section number 32 and 33 had more 
participation in class. The students were enthusiastic in the classroom. While the students in section number 86 had also 
more participation and more enthusiastic in the classroom. Overall, the students in every section are very active and 
attentive to teaching strategies according to their learning styles. The section 32 and 33 students which are Auditory and 
Tactile Learners (Picture 1) shown that the students had more class participation, enthusiasm, open-minded and 
understanding of the lesson, as well as being able to exchange their knowledge with their classmates according to their 
aptitude. While the section 86 students which are Visual and Tactile Learners (Picture 2) indicated that they also had 
more participation in class, enthusiasm, open-minded and understanding of the lesson as well as able to exchange 
knowledge with classmates according to their aptitude, as can be seen in Table 1. 
 

TABLE 1 
TEACHING STRATEGIES AND ASSESSMENT OF THE APPROPRIATE STRATEGY 

 

Teaching Strategies 
The assessment of the appropriate strategy 

section number 32, 33 section number 86 
1. Creating a positive attitude of the students in the English courses strategy. 
1.1 Sharing the online-post about 
using English language and 
vocabulary in the Facebook group 

- regularly attend class on 
time 

- more participation in class 

1.2 Answer questions or talking 
about the topics they do not 
understand through the Line group 
allows the students to be more 
comfortable to express their opinion 
and easily get involved. 

- more confident in 
expressing their opinions 
- more open-minded 

- expressed more opinion 

2. Motivating the students in 
English language learning 
strategy to produce the students’ 
driving force. 

- more participation in 
class 
- more enthusiastic in class 

- more participation in the class. 
- more enthusiastic in the class. 
- more concentrate in class 

3. Teaching based on learning style. 
3.1 Auditory and Tactile Learning 
style 
 
 
 
 
 
 

- more class participation 
- more enthusiasm 
- more open-minded  
- more understanding of the 
lesson 
- being able to exchange 
their knowledge with their 
classmates according to 
their aptitude 

 

Teaching Strategies 
The assessment of the appropriate strategy 

section number 32, 33 section number 86 
3.2 Visual and Tactile Learning 
style 

 - more class participation 
- more enthusiasm 
- more open-minded  
- more understanding of the lesson 
- being able to exchange their 
knowledge with their classmates 
according to their aptitude 

 
  From the results of the study, the researcher brought the strategies used in the teaching of General English 
course (ENG111) to develop into a simple teaching style. It is easy to understand and convenient to apply in class. 
Moreover, the researcher further develop this simple teaching style by making it clearer and more concise for use in 
teaching General English course as shown in the following picture. 
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FIGURE 1 

ENGLISH FOUNDATION COURSE TEACHING STRATEGIES 
 

 (Open mind)  (Concentrate)  (Understand)  (Share) 
- Creating a 
positive attitude of 
the students in the 
English courses 
strategy. 
- Motivating the 
students in English 
language learning 
strategy. 

- more attend and 
concentrate in class 
 

- more 
understanding of 
the lesson and being 
able to 
communicate in 
English 

- Sharing their knowledge in 
an English exhibition 
- Teaching each other by using 
their own developed media 
- Giving teaching materials or 
media developed by students 
to the rural school as well as 
volunteered to teach.  
 
All of these shown that the 
students were open-minded, 
concentrate, understand and 
share. 

Creating a 
positive attitude of 
the students in the 

English courses 
strategy. 

 
Learning Style 

Motivating the 
students in 

English language 
learning strategy 

to produce the 
students’ driving 

force. 
 

  Figure 1 illustrates an English foundation course teaching strategies, also called “3 hearts 1 share”. The details 
of each heart and share are as follows: 
 

1. Open your mind. Before starting the lesson, teachers must create a positive attitude for the students in the 
English course. Creating a positive attitude should start from the first session of the course. All that in order to enable the 
students to open their mind to English courses, the instructor and their classmates in the section. However, good attitudes 
towards the course, the teachers and classmates may collapse with disappointment from the test results or 
misunderstanding between students and teacher or classmates. Therefore, they must be continuously stimulated, 
motivated or fed a positive atmosphere to keep them “open-minded” to the course, teacher and classmates all throughout 
the semester. In addition to having a good attitude, motivation is another important part of learning that helps students 
have an open mind. Teachers can stimulate student’s motivation by setting common goals together with the class to start 
their driving force in learning English. Similar to a good attitude, motivation may collapse as well. It needs to be 
continuously stimulated and motivated to achieve positive results. 
 

2. Attentive (paying attention). After the students open their minds, the teachers must understand the 
characteristics and aptitudes of each group of students to create or develop students’ attention. Then taking an appropriate 
activity for each group of students to conduct in teaching and learning process will result in students’ intentions and 
attentions in the lesson and class activities. 

 
3. Understanding. After the students open their minds and are attentive (paying attention) to the course by using 

an appropriate activity, this makes it easier and faster for students to understand their content. The teacher will be able to 
insert content or educate them more easily. In addition, the teacher may observe students’ behavioral involvement from 
their comments or their opinion or even by them correctly summiting class assignment on time. 

 
4. Sharing. Besides organizing learning activities according to the learners’ suitability, the teacher should also 

set goals for students to do together as well as the sharing of knowledge between classmates and society. Therefore, 
assigning students to create instructional media according to the topics of students’ interest and aptitude and then share in 
an English exhibition is an effective idea. As the results of these activities, also help to improve students’ learning at the 
highest level. 
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The results of the study on the achievement of the students taught by teaching strategies based on their learning 
style. Overview of student achievement has improved. The average Post-test score was higher than the average score of 
the Pre-test (compared with 103.01- and 74.75 points). It was found that every student achievement was better as can be 
seen in Table 2. 

 
  For the results of the study on achievement of the students taught by teaching strategy based on their learning 
style which considered from the growth score found that overall, all three groups had a growth in score as measured by 
the difference between the average score of Post-test and Pre-test was 28.36 points. It was shown that all three groups had 
an average score of 28.36 after the first change. Moreover, considering from the average of Relative Gain Score was 
found that all three groups of the students are able to improve their studies at 51.24 percent of the quantity should be 
developed. 
  
  The students in section number 32 got a growth score measured by the difference of average score in their Post-
test and Pre-test was 28.24. The statistic show that this group had significantly better average score of 28.24 after the 
treatment. Moreover, when considering the Relative Gain Score, it was found that the students in section number 32 
could develop their learning of 50.32% of the amount that should be developed. 
 
  The student in section number 33 got a growth score measured by the difference of average score in their Post-
test and Pre-test was 44.20 points. The statistic show that this group had significantly better average score of 44.20 points 
after the treatment. In addition, when considering the Relative Gain Score, it was found that the student in section number 
33 could develop their learning of 64.34% of the amount that should be developed. 
 
  Lastly, the students in section number 86 got a growth score measured by the difference of average score in their 
Post-test and Pre-test was 21.71 points after the treatment. Furthermore, when considering the Relative Gain Score, it was 
found that the students in section number 86 could develop in their learning of 46.72 of the amount that should be 
developed. 
 

TABLE 2 
RESULTS OF MEAN, STANDARD DEVIATION, DIFFERENCE OF AVERAGE,  

AVERAGE OF RELATIVE GAIN SCORE OF PRE-TEST AND POST-TEST 
 

Section No. 
Pre-Test 

Mean (S.D.) 
Post-Test 

Mean(S.D.) 
the difference 

of average 
the average of 

Relative Gain Score 
Section No. 32 73.88(22.22) 102.12(20.58) 28.24 50.32 
Section No. 33 61.30(19.35) 105.50(21.62) 44.20 64.34 
Section No. 86 83.53(31.38) 105.24(23.32) 21.71 46.72 
Total 74.65(27.39) 103.01(21.92) 28.36 51.24 

 
 

DISCUSSION 
 
  The results of the study of English language Teaching Strategies according to students’ learning style of 
ENG111 Everyday English course was found that the teaching strategies must consist of creating positive attitude and 
motivation to open up the students’ mind to acquire the course content or knowledge from the teacher and classmates. 
This corresponded to the study of Duangtip Charoenrag Pleanchote (2557) which studied the attitude of the 
Communication Arts students towards COM128 English for Communication Art 1 course. The overview of the study 
was positive. The sampling of the study had a positive attitude towards the use of English knowledge that gained from 
the English for Communication Art 1 course. 
  
  The students are certain that they will use the knowledge of learning English for life, whether during 
transportation, communication or mass communication. In addition, the students can apply the knowledge gained from 
the course to their daily life. Moreover, the students always questioned about their language problems after class, this 
stimulated a better learning environment. Consistent with the study of Sakon Phungamdee (2558) which studied the 
creation of motivation to promote the regular attendance behavior in DGA321 Art Concept course, Digital Arts major, 
School of Digital Media. This study found that the reasons that students were frequently absent from the course was 
because habits of sleeping late at night and staying out late experiencing nightlife. Both of these reasons mentioned were 
personal factors that were caused primarily by students themselves. The results of creating motivation to promote regular 
attendance in class by using positive and negative reinforcements. The conclusion is that four out of five students have 
more regular attendance lead to better grades, but one in five students still have not improved their attendance behavior 
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according to the course criteria. The researcher recommended Self-Development Training Project for students along with 
the activities that satisfy the needs of teenage students by using teaching strategies according to students’ learning styles 
or selecting learning activities that suited the students’ interest and aptitude. This will make the students pay more 
attention in class and understand more of the context taught. According to the concept of learning (Learning Style) of 
Haynes (2009), teachers must study the learning style of the learner and find a way to let the students learn in his or her 
own way to make easy and effective learning. 
  

The results of the study on the achievement of the students taught by teaching strategies according to learners’ 
learning styles found that the overall students achievement were better consistent with the study of Thuwaporn 
Tantrakool (2555) which studied the development of English speaking skill in everyday life by using English 
Conversation Practice. It was found that the comparison of English Speaking ability of the students before and after the 
experiment revealed that after the experiment, students could communicate English better. The ability to speak for the 
Post-experimental communication is higher than Pre-test at 0.05 level of significance. 
 

 
CONCLUSION AND RECOMMENDATION 

 
1. In terms of attitude, there should be a process to create positive attitude before starting each lesson parallel 

with creating motivation. This in order to enable the students to open his or her mind and study to improve subject 
matters that they lack. 
 

2. It should reinforce the attitude and motivation continuously by observing the changing behavior of the learner 
such as coming to class late, not handing the assignment in on time or not concentrating in class. 
 

3. The teacher must analyze the learners before planning the lesson plans according to the type and the 
characteristic of the learners. Teachers must pay attention to the students by observing the behavior of the learners. 
 

4. Teacher should include teamwork skill, ethics and virtue in the course so that the learners becomes aware of 
the sharing rather than the competition. 
 
 

SUGGESTION FOR FURTHER RESEARCH 
 

1. There should be a further study about teamwork. Teaching virtue and ethics along with teachings strategies 
(The moral and ethical teaching with teachings strategies). 

 
2. Other teaching strategies should be studied to cover different types of learners. 
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ABSTRACT

This paper firstly evaluates the conceptual and operational advantages of the triple bottom line against criticism

in one of worldwide tourism’s core concerns and responsibilities in the new millennium. Worldwide tourism operates

within decisive economic, ecological and social issues. One of these is sustainability, an argument developed around the

turn of the millennium and documented by a series of political events such as world summits or conferences and their

official reports, declarations or guidelines. A key concept of these sustainability discussions made operational by and

regarded as a special  responsibility of the global travel and tourism industry,  is the triple bottom line as an internal

managerial decision-making and planning tool and an external assessment and reporting framework. This paper presents,

considers  and  assesses  companies’  triple  bottom  line  dimensions,  as  well  as  economic,  social  and  environmental

performances  and  impacts  via  a  range  of  key  indicators.  The  paper  secondly  evaluates  the  concept,  forms,  and

contributions of slow tourism to worldwide sustainability discussions, especially to forms of fast tourism. Slow travel’s

key themes are environmentalism, sustainability,  and low-to-no carbon emissions. Slowness has several practical and

spiritual dimensions of meaning, central to which are environmental ones. As an opposite to slow tourism, airline travel

has developed quickly in terms of airplanes, liberalization and technology, all related to the industry’s efforts at more

sustainability,  but conflicting and seeking solutions within the airline and tourism industries, their customers and the

global  environment.  Business  travelers’  motivations,  decision-making  and  beneficiaries  moved  environmental  and

sustainability  considerations  up  on its  agenda,  in  contrast  to  traditional  forms  of  business  encounters.  International

tourism’s  several  stakeholders  vary  and  often  compete  in  outlook and  interests,  but  reach  as  high  as  world  peace

contributions.  Student  travel  grows  in  size  and  importance  corresponding  to  the  complex  matrix  of  interests  of  its

travelers and societies. Religious tourism has become a key sector of global tourism, with implications for religious sites’

economies and environments. Altogether, increasing social and environmental considerations of fast travel forms and

industries have come to both be inspired by as well as enrich slow tourism, with an ongoing and interactive development

that promises to put high demands on, yet  likewise to benefit the here analyzed stakeholders and forms of travel. In

conclusion, combining slow tourism and the triple bottom line, even forms of fast tourism can draw concrete guidelines

as well as far-reaching inspiration for global sustainability from this paper’s presented concepts and practices. 

KEYWORDS

Sustainability,  Triple Bottom Line,  Slow Tourism, Airline Travel,  Business Travel,  International Tourism, Religious

Tourism, Stakeholders

EVALUATION OF THE TRIPLE BOTTOM LINE

Worldwide Tourism in the New Millennium

At the beginning of the new millennium (2001), the World Tourism Organization (WTO) published its Tourism

2020 Vision, describing eleven major “factors” for the development of worldwide tourism. Among the key factors were:

 Economy (from post-war to newly emerging economic powers);

 Demography (a possible fragmentation of traveler segments and tourism markets); and

 Social-environmental awareness (rising since shortly before the new millennium).
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Around  the  same  time  (2004),  the  WTO  also  proclaimed  twelve  “major  megatrends”  of  global  tourism

impacting its policies and strategies, among which were:

 Consumer-led campaigns for sustainable tourism (especially sustainability and fair trade);

 Increased socio-environmental consciousness (versus simple mass travel consumption).

The literature, similarly, sees six “key drivers” for world tourism, among which are:

 Economic (effects of globalization, labor demographics, and global wealth distribution);

 Social (such as societal value changes);

 Environmental (energy and natural resource preservation, or global climate change); and

 Basic human needs (global food provision, or strategies for increasing cultural diversity).

Whichever model of major tourism influences in the new millennium one prefers to follow (or combine), all

suggest complex interdependencies, especially when considering them holistically under the concept of sustainability.

Sustainability in Tourism

“Sustainable development”  was first  defined  in  the 1987  Brundtland Report by the  World  Commission on

Environment and Development (UNWCED) as “meeting the needs of the present without compromising the ability of

future  generations  to  meet  their  own  needs,”  uniting  goals  of  economic  progress  and  of  environmental  protection.

Following up on these ideas, the 1992 United Nations Conference on Environment and Development (UNCED) in Rio de

Janeiro produced the Rio Declaration on Environment and Development and Agenda 21 (with principles and guidelines

for sustainable development), followed in turn by the 2002 World Summit on Sustainable Development (UNWSSD) in

Johannesburg, and then the 2012 United Nations Conference on Sustainable Development (UNCSD) in Rio de Janeiro. 

For tourism, the WTO and the United Nations Environment Program (UNEP), in a 2005  Guide for Policy

Makers entitled Making Tourism More Sustainable, defined sustainability as the suitable, long-term and evolving balance

between  the 1)  environmental,  2)  economic  and 3)  socio-cultural  dimensions of  tourism development.  Specifically,

sustainable  tourism  should  1)  optimally  use  environmental  resources  (as  by  maintaining  ecological  processes  and

preserving natural  resources  and biodiversity),  2)  respect  the socio-cultural  authenticity of  host  communities  (as  by

conserving their cultural heritage and traditional values), and 3) ensure viable, long-term economic operations (as by

providing and fairly distributing socio-economic benefits to all stakeholders, especially employees, host communities,

and the poor).

Critics see the concept of sustainable development as vague and leading to uneven practices, or as Western or

Euro-centric,  suiting  the  developed  nations  but  preventing  developing  countries  from  following  their  path  of

industrialization, and acquiring their living standards. Yet sustainability has become widely used in international key

policy agreements  and in industry practice,  so most agree  that  it  should be furthered in global  tourism via specific

frameworks and measures, such as the triple bottom line (“TBL”; informally also “3BL”).

Tourism, Sustainability, and the Triple Bottom Line

The first literature voice to suggest a comprehensive approach to sustainable development and environmental

protection as a central business challenge was John Elkington’s 1997 book  Cannibals with Forks: The Triple Bottom

Line of 21st Century Business: corporations should consider not just their economic, but also their environmental and

social influence. His “triple bottom line” required business activities to be socially, economically and environmentally

sustainable. The global tourism industry was soon attributed a key role for advancing and implementing this concept, due

to its responsibilities for social and economic development.

Conceptually, the TBL frames business and corporate activities and performances, adding the two bottom lines

(balance sheets)  of socio-cultural  and environmental  impacts,  thus providing criteria  for audits and evaluations,  and

standardizing the assessment and reporting of all three types of impacts (economic, socio-cultural and environmental).

Operationally,  the  TBL  assists  internal  management  planning  and  decision-making,  and  external  reporting  on  the

economic, environmental and social implications of organizational decisions and activities. 

For each of the three dimensions, the reports use key indicators, depending on the tourism industry sector. As

each of the three bottom lines measures different types of impacts, weighing and assessing them requires a company

judgement.  This is  why they are seen as tools of a  holistic process  of appraisal,  and more than just  an accounting

mechanism, namely as the most comprehensive consideration of multi-dimensional impacts of business activities.



239Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

The TBL: Dimensions and Assessments

In practice, a company monitors and reports to its triple bottom line using a

 Business Report Card (BRC),

 Social Report Card (SRC), and an 

 Environmental Report Card (ERC). 

For  each  card,  the  company  selects  key  indicators  (significant  and  measureable  variables)  relevant  to  its

operations, expressed either quantitative (as a percentage over time, such as of growth), or qualitative indicators (as for

evaluating levels of visitor satisfaction around tourist attractions, or the quality of staff-delivered safety instructions and

training).

For  an overview of  the three  report  cards  and  their  indicators  of  a  tourism business  (company,  attraction,

destination, or event), below the three impact dimensions (I-III) are categorized according to company stakeholders and

interests (A, B, C), key indicators measuring tourism impacts (1, 2, 3), and possible sub-categories (a, b, c). A tourism

company need not use all of these indicators, yet might add others that better suit its activity profile.

I) Economic Impacts (BRC): 

A) Company Benefits from Tourism: 

1) Revenue; 

2) Net profit or net income before tax (NIBT); 

3) Number of visitors. 

B) Company Costs from Tourism: 

1) Direct expenditures, including 

a) Remunerations (wages, salaries or rewards), 

b) Taxes paid, or 

c) Costs for regulatory reports; 

2) Indirect expenditures, including 

a) Externalities (costs not chosen, such as pollution cleanups),

b) Opportunity costs (investments in other feasible attractions). 

C) Stakeholder Benefits from Tourism: 

1) Total shareholder return; 

2) Value added or distributed to suppliers. 

D) Community and Destination Benefits from Tourism: 

1) Management of visitor demand and volume; 

2) Reduction of seasonality effects. 

E) Community and Destination Costs from Tourism: 

1) Costs for attraction’s deterioration and repair; 

2) Costs for destination preservation.

II) Socio-cultural Impacts (SRC): 

A) Tourist Satisfaction: 

1) Openness of access; 

2) Visitors’ motivation. 

B) Tourism’s Impact on Public Health and Welfare: 

1) Workplace stability; 

2) Employee safety and risk management, including 

a) Occupational health and safety audits and training, 

b) Emergency plans, 

c) Written safety instructions, 

d) Security signage and lighting, or 

e) Security patrols; 

3) Visitor safety (analog to 2). 

C) Host Community’s Wellbeing and Participation: 

1) Impact on community quality of life; 

2) Impact on community pride; 

3) Local satisfaction with tourism; 

4) Community support and involvement, e.g. community partnerships; 

5) People performance management, or employment conditions with:

a) Opportunity, 
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b) Diversity, 

c) Non-discrimination, 

d) Human rights respect, and 

e) Ethical corporate governance. 

D) Destination Planning and Control: 

1) Socio-cultural carrying capacity; 

2) Integration of tourism into local/regional planning and development; 

3) Tourist transportation facilities; 

4) Sustaining the social and cultural assets of the destination; 

5) Protecting the image of the destination.

III) Environmental Impacts (ERC): 

A) Managing and Protecting Scarce Natural Resources and Valuable Assets: 

1) Energy management and conservation, such as of 

a) Oil, 

b) Gas and 

c) Electricity; 

2) Water 

a) Availability, 

b) Quality and 

c) Conservation; 

3) Emissions from transportation of tourists. 

B) Limiting Damaging Impacts of Tourism: 

1) Destination’s

a) Physical and 

b) Environmental carrying capacity; 

2) Ecosystems’ 

a) Conservation and 

b) Rehabilitation; 

3) Waste water quality and recycling; 

4) Solid waste (metal, wood, paper, plastics) management or recycling; 

5) Sewage treatment; 

6) Weed and pest control, 

7) Pollution via 

a) Air, 

b) Noise or 

c) Visuals (such as architectural degradation); 

8) Greenhouse gas emission reduction, such as 

a) Carbon dioxide (CO2) from transport, or 

b) Hydrofluorocarbons (HFCs) from cooling; 

9) Land-from-sea reclamation; 

10) Ecological efficiency via 

a) Design; 

b) Packaging and 

c) Recycling (strategies and actions for business operations),

11) Monitoring suppliers’ environmental performances.

Criticism and Advantages of TBL Reporting

Criticism of the TBL is mostly addressing 

 Redundancy (its three dimensions could be taken care of by single assessments); 

 Practical challenges (finding suitable or quantifiable social and environmental indicators); 

 Potential bias by businesses picking indicators to justify their investments. 

Against these points, one can invoke that 

 The TLB is precisely about unifying separate bottom lines; 

 It allows for qualitative measurements alongside quantitative ones; and 

 User bias is unavoidable and even speaks for the overall practicability of the approach.  

In any case,  most criticism implies that the TBL is (as of now) the most comprehensive and holistic framework for

evaluating key indicators in the three most important dimensions that all tourism stakeholders face as a core concerns and

responsibilities in the new millennium. 
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SLOW TOURISM’S SUSTAINABILITY

Development of Slow Travel

In the 1980s, an emphasis on quality of life, slower pace, relaxation, individuality, traditional culture and on

cultural, local or ecological heritage gave rise to “slow” movements such as the Italian Cittáslow (“slow cities”) or “slow

food” movements. Some see the slow movements connected by organic sustainability, respect for the seasonality and

rhythm of travel,  or their  affective  or multi-sensory dimensions,  which allow to explore places  and sights,  but also

feelings, sounds or tastes.

 “Slow travel” or “slow tourism” is considered as a “viable” alternative to car or plane travel, being mostly

“conducted” or “performed” over land or water,  by means of foot, bicycle,  train, coach, bus, ferry,  canoe, kayak or

sailing boat. It enables a more intense exploration of, engagement with, and enjoyment through the available or chosen

transport, the destination and the localities, in a sustainable, supporting, conscious relationship with the environment,

such as local landscapes and cityscapes. The slow speed and the time constraints of most people set limits to the mileage

that can be achieved. This makes slow travel more suitable for short-to-mid-haul and intra-continental travel. Slow travel

is then more likely the domain of relatively affluent and unbound tourists, such as backpackers on long vacations.

Recommended slow actions and activities are stopping at local markets, engaging with communities, emulating

the locals in terms of habits such as eating or resting, or practicing the local languages and dialects. Desirable slow

attitudes are seeing the journey as part of the pleasure, seeking out the unexpected, embracing lost connections on trips,

or giving back to local communities. Slow travel sees the means and the time of transport and traveling as valuable parts

of the vacation experience. Slow tourism applies to the destination and related activities, such as engaging with local

landscapes and people. Hence they are two sides of one coin, characterizing the way to and within the destination.

Environmental Considerations of Slow Travel

While  green travel  focuses  on  technical  aspects  of  transport,  such  as  resource  use  or  carbon  dioxide  and

greenhouse gas emissions, slow travel sees environmental considerations as significant, but not sole driver of the journey.

Travelers with central environmental considerations are labeled “hard slow travelers,” while “soft slow travelers” prefer

either a slow travel mode or the slow experience, but consider environmental benefits just an added bonus.

Some hold that slow travel is also possible by cars, since, full to capacity, they rival trains for fuel- and carbon

dioxide-efficiency per  passenger  kilometer.  Others  argue that:  cars  are  usually not  filled to capacity;  worldwide on

average,  cars  are  not  very  fuel-efficient;  for  holidays,  typically  larger,  emission-intensive  and  less  environmentally

friendly family cars or vans are used; and a car available at the destination often means longer or unnecessary trips.

Some hold that no special environmental actions or consciousness is required for slow travel, as it is about doing

things with the right attitude towards time, and prioritizing quality over quantity of experience. Others maintain that the

slowness of non-consumerist experiences implies minimizing the environmental or emissions footprint, thus making slow

travel by definition environmentally friendly.

Slow travel is also associated with efforts of a low-to-no carbon footprint. The worldwide tourism industry’s

emissions consist of: transport 87%, accommodation 9%, and tourist activities 4%. As transport has the largest share,

slow tourism is considered as promising towards low-to-no carbon emissions. This especially since planes and cars are

said to produce three to ten times more carbon dioxide per passenger kilometer than trains and five times more than

coaches. Further suggestions to reduce the carbon footprint of slow travel are: longer stays, longer but fewer holidays,

slow journeys combined with slow destination experiences, or several slow travel modes to and within the destination.

The slowest of all travel forms, relying only on the traveler’s body, walking is the most direct, close and intense

engagement with people and environments. The term ‘budget’ travel is rarely used for walkers, as cost considerations are

not essential for them. “Hard slow travelers” relate walking to the immediacy and simplicity of sensory experiences, such

as the contrasts between city and country, coast and desert, cave and mountain, of being in tune with local populations or

fellow travelers, or of exploring the topography.

Cycling traditionally has the flair and ethos of being slow, sustainable, low-carbon, and an individual lifestyle

statement. Besides physical benefits, cyclists often name the bike’s flexible sociability as their reasons of choice: only the

terrain  (roads,  cycle  paths,  cross-country)  limits  their  experience,  so  stopping,  starting,  pausing,  or  meeting  other

travelers is uncomplicated compared to train travel. While cycling can be disconnected from environmental concerns, its

travel and recreational activity has the strongest symbolical value of environmental friendliness among slow travel forms.
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Many see train travel as the ideal slow travel form: changing vistas to avoid boredom yet allowing observation

of landscapes and people, and offering the choice between relaxation, observation, or interaction with fellow travelers.

Most relevant for slow tourist travel are intercity trains between cities or countries. Short-distance trains (within around

100 kilometers) or long-distance trains (between 500 and 1000 kilometers) can pass one or several countries and scenic

landscapes. Some doubt that high-speed or bullet trains (up to 500 kilometers per hour fast) are still slow travel. Yet apart

from the time and distance covered, all aspects of train travel apply to them too.

Coach networks (such as Greyhound) serve even remote or rural destinations, thus are often associated with

exploration. Their benefits are affordability; their downsides, limited space and comfort. Logistically between the coach

and  the  car,  hitchhiking  benefits  car  driver  and  hitchhiker:  both  are  entertained;  the  driver  remains  alert  and  the

hitchhiker can acquire local knowledge. Hitchhiking has considerable environmental potential by improving car loads

and reducing carbon footprint, outweighed however by considerations of social appropriateness and personal safety.

Some freighter or cargo vessels offer cruises with accommodation, without the amenities of ocean liners but

much cheaper. Ports enable authentic local exploration but require flexibility, making it less suitable for very young, old

or time-bound travelers. By contrast, small pleasure craft like canoes, kayaks or sailing yachts allow for very individual

routes. The Caribbean is popular for charter, the Mediterranean for cruise trips. Yet even low-carbon water travel can

upset local ecology (wildlife or habitat) by erosion or waves, water quality (sediments, spillage, or fuel or exhaust waste),

or cause noise or air pollution (via motorized vessels, or sail boats towed into ports). Additionally,  even low-carbon

water travel often depends on high-carbon infrastructure, such as flights to or drives within destinations.

The Future of Slow Travel

Three future scenarios are: 1) slow travel continues as a market niche of alternative tourism, chosen by middle-

class travelers from developed countries or by socio-economically disadvantaged groups with few alternatives; 2) slow

travel becomes mainstream as low-carbon travel, provided changes in tourist and industry behavior; 3) slow tourism

develops differently across global transit regions, depending on infrastructure quality. Overall, slow travel aspires to be a

credible “new,” “alternative” or “green” tourism.

Environmental Considerations of Airline Travel

Since  the  turn  of  the  millennium,  the  airline  industry  is  increasingly  balancing  passenger  capacity  with

environmental  demands.  Under  the 1997 Kyoto  Protocol,  tradable  emission permits have become a key element  of

international climate policy. Carbon offsetting is seen as corporate commitment towards carbon neutrality. Some airports

have restructured themselves accordingly;  however,  important questions remain, such as contesting their “spheres  of

responsibility” or “ownership of emissions” (from their planes’ starting to them landing, including taxying and parking).

Implementing environmentally friendly policies will require increasing cooperation of governments and airports, and will

depend  on  available  technological  solutions  (such  as  emission  filters),  adopted  policy  measures  (such  as  emission

charges, fuel taxes, or restraint measures), and customer choices influencing the market (such as the selection of airlines

for travel, or stock market investments in them). Overall, the airline industry tries to be ahead of the game for instance by

innovative products, such as the Airbus 380, whose structure weight is made of up to one fourth of composite materials.

Social Considerations of Business Travel

Traditional  business  tourism has due to  progress  in  collaboration  software  that  enables  sophisticated  video

conferences, replacing physical face-to-face meetings with virtual ones, and alleviating the burden on time, money and

environment in the form of air travel, accommodation, and pollution, and giving new meaning to the terms “working out

of the office” or “working anywhere,” thereby also enhancing the work-life balance. Some forms of traditional business

encounters  are still  wanted, such as for sales or development people and major deals.  But altogether,  the return on

investment of virtual travel is said to be superior to business travel. Others maintain that, as transnational companies

become ever more important for business tourism, extending and diversifying their global reach and their international

dependencies, and relying on telecommunication technology only on lower and medium management levels, face-to-face

meetings are still useful for global-level coordination. But even in that case, companies are increasingly asked by their

stakeholders (whether governments, shareholders, employees, or residents) to consider their environmental impact, such

as their carbon footprint. This means that while a few aspects and types of companies of business tourism might afford to

ignore environmental considerations, most of its “user-intensive” travel forms seem to adopt them increasingly.
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Stakeholders of International Tourism: Travelers

Stakeholders  of  a  company or  an  organization  are  all  who  are  interested  in,  or  affected  by  its  activities.

Stakeholders of international tourism can be private, public or business individuals or groups (travelers, organizations or

corporations). Travelers can broaden their personal horizons with new experiences and knowledge of other peoples and

reduce  their  prejudices,  or  discover  or  engage  deeper  with  issues  of  environmental  preservation  and  protection,  or

promote peaceful relations among countries.

Destinations and Hosts

Residents expect tourism to serve their interests above those of other stakeholders. Travelers contribute to the

economic growth and development of host communities by buying locally produced goods and services such as food,

accommodation, clothing, equipment, transportation, or additional cultural or educational activities. Many developing

national economies are torn between their need of tourism profits  and the socio-environmental  costs of unregulated

tourism development. Hence they try to prevent further deteriorations of their natural or built environment by unsuitable

tourism complexes. Also, negative experiences might let them develop xenophobia, or pursue harmful actions such as

prostitution or drugs. Yet tourism might also protect or conserve their landscapes, monuments or buildings, for instance

by raising industrial, architectural  or environmental standards.  In any case, conflicts, wars,  natural disasters, and the

spread of communicable diseases remain the gravest concerns for developing countries.

Multinational Corporations

Multinational corporations’ global mergers and acquisitions (such as ITT Sheraton for hotels, Star Alliance for

airlines, Thomas Cook for agents, or Gray Line Worldwide for operators) enable them substantial economies of scale and

thus profits even from small margins. But the pressure from continuous product development and aggressive low-price

marketing  also  hampers  sustainable  development.  Corporate  social  responsibility  aims to  enrich  classical  economic

outlooks with social  concerns,  such as  ethical  or  environmental  business  behavior,  improving the quality of life  of

residents, communities, tourists and society, thus benefiting all tourism stakeholders. Yet many businesses feel that their

capacity for socially responsible actions is limited by their profit margins, disadvantaging them to other sectors that do

not have such restrictions. However, even they concede that corporate social responsibility can be successful, provided

reasonable financial margins. This double goal can be achieved with a good public relations department.

Student Traveler Stakeholders

Students travel less long, but more often; explore more destinations; spend more on travel,  relative to their

income; book more travel on the internet; are relatively undeterred by terrorism, natural disasters, or pandemics; aim at

experiences involving local people; innovate technologically and socially;  and exemplify responsible and sustainable

tourism. Students see travel as a way of life and element of their identity, consisting of learning, meeting people, places

and cultures, personal and professional development, and reinforcing positive values. Student travel can thus contribute

to  the  development  and  well-being  of  travelers,  stakeholders,  and  societies  educationally  (broadening  minds  and

horizons,  accepting  other  cultures,  questioning  stereotypes,  enhancing  motivations,  and  improving  interpersonal

communication,  self-awareness  and  confidence);  culturally  (raising  trust,  understanding,  tolerance  and  compassion

among peoples); politically and economically (stimulating or supplementing national outlooks, institutional programs,

economic aid, or poverty relief); and socially and ecologically (being role models for interactions with host cultures and

destinations through respectful and sustainable tourism). These elements parallel those of tourism for world peace, once

more showing the interconnectedness of this paper’s issues.

Religious Tourism Stakeholders

Many religious sites were  built  in remote and pristine (such as  mountainous)  locations,  fitting the ideal  of

pilgrimage as caring for the natural and social environment, and mediating between the natural, cultural and supernatural

worlds. For example, Taoism and Buddhism venerate mountains (Chinese Buddhism’s Four Sacred Mountains Wutai,

Jihua, Putuo, and Emei are regarded as a bodhimanda, enlightened place, for a bodhisattva, enlightened being). Thus

conflicts between sites’ environmental and economic interests may erode their spiritual value. For example, the murals in

northwest China’s Dunhuang or Mogao Caves (or Caves of the Thousand Buddhas), painted between the 5th and 14th

centuries across 577 grottos and 45,000 square meters, are being damaged by the many tourists who raise their internal

temperatures. 
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Likewise,  several  of the 112 cultural tourist attractions on one of the four biggest  Taoist mountains, Mount

Wudang in central  east  China have been damaged,  especially the Taihe (Golden Peak)  and Zixiao (Purple Clouds)

Palaces, while in the Taizi (Prince) Valley, the local government has constructed a concrete dam to raise the local water

table for  tourist  leisure.  Reacting,  many religious tourist  sites  in China forbid littering,  inscribing or photographing

murals, open cooking, tree-cutting, or fireworks. Similarly, Santa Katarina Monastery at the foot of Egypt’s Mount Sinai

(or Jebel Musa) has benefitted from Egyptian,  European and United Nations protection, preservation and awareness

initiatives, and asks its daily 2000 visitors (and 300 nightly mountainside campers) not to pollute it in any way.

Tourism for World Peace and Development

For politically,  economically and socio-culturally beneficial tourism, these elements have been suggested: 1)

Protecting and encouraging cultural diversity in all areas of the tourism industry;  2) Reducing poverty by employing

residents and local businesses for fair wages, and involving them in decision-making processes; 3) Avoiding to support

conditions that lead to acts of conflict or violence; 4) Engaging in sustainable development by educated or at least caring

ecotourism; 5)  Physically  and spiritually respecting  peoples,  traditions,  spaces,  and sacred  or  heritage  sites;  and  6)

Supporting only tourism businesses which follow these principles.

CONCLUSION

Overall, the TLB approach improves a tourism organization in manifold ways: 

 Conceptual clarity about sustainability (comprehensively defining and operationalizing it); 

 Practical clarity about how to achieve it (slogan: “what gets measured gets managed”); 

 Strategic decision making (integrated and holistic decisions within ethical framework), 

 Transparency and accountability (for stakeholders and society); 

 Shareholder value (the TBL also positively impacts the economic “single” bottom line); 

 Quality standards (institutionalizing best practices and benchmarks); 

 Employee relationships (employees are more likely to be loyal and low in turnover); 

 Corporate reputation (boosting company’s products, marketing, and brand awareness); 

 Market positioning (via self-reinforcing cycles of positive reputation); 

 Stakeholder relationships (TBL implementations fulfil stakeholder demands); and 

 Destination benefits (differentiation from competition, and benefit for local community).

If we combine these triple bottom line advantages and insights with those of slow travel, an interesting picture

takes shape: many of the traditionally environmentally harmful ways of travel (air, business) increasingly realized ways

to  combine  profits  with  more  ecologically  considerate  ways.  Other  forms,  such  as  religious  or  student  travel,  had

ecological and environmental considerations more built-in as part of their self-understanding, and even they continuously

look for ways to improve and integrate them into their guest, host and site experiences. International tourism’s facets

reflect  the  insight  that  better  business  can be  achieved  not  despite,  but  because  of  better  environmental  and  social

considerations. Especially the seeming oxymoron between slow travel on the one hand and airline or business travel on

the other hand makes course-changes of “fast travel” so interesting, insightful and valuable for slow travel. Likewise, the

efforts of fast travel seem to be spurred by the philosophies, self-understanding and interactive ways of slow travel.

Youth and student travelers might, due to their age, dynamism and possible future career aspirations, be familiar or even

strive for environmentally or socially taxing travel forms as airline or business travel, while at the same time embodying

(due to financial  restrictions,  but also inspired by deeper  insight)  more socially and environmentally-friendly travel

forms, such as low-to-no carbon emissions and footprints.  Altogether,  the relationship between slow and fast  travel

seems to be increasingly developing, interactive, and relevant for us to contribute to it, in daily life and further research.

Part of this research might be already here, in the combination of triple bottom line and slow travel insights:

first, these two concepts might be able to form a “double pack” of sustainability which each of them alone could not

perform as effectively: for instance, the forms of slow travel can inspire those of fast travel simply with their existence

and realization, and now we can add to that the substantiated evaluation and practice of triple bottom line reporting and

improvement.  Second,  triple bottom line and slow travel  could mutually influence  and benefit  from each other:  for

example, slow travel forms and companies could additionally seek to enhance their sustainability understanding and

operations via a conscious implementation and application of the triple bottom line. Third, the benefits of combined or

synthesized triple bottom line and slow travel reflections and actions could benefit even other industries which wish to

consider sustainability as one of their operational criteria, for instance tourist resorts which, while not offering large-scale

or long-distance travel on their premises, can still  consider slow activities and their ecological,  economic and social

impacts on their own guest or the surrounding host community. Altogether, the dynamics and interrelationships found
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within each of the two areas of this paper, namely the triple bottom line and slow tourism, all the more apply to their

mutual and intertwined interrelationship and potential.
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ABSTRACT

      
              It has been said that Nigeria loses much money yearly because of its lack of attention to tourism. Since our
economy took a nose dive, many economist have preferred what they conceived to be the best prescription to the ailment,
but all seem to be oblivious of the redemptive potentials of tourism as a foreigner exchange earner.  As we walk of
counter-  trade,  exports  drive,  backward  integration  and  others,  it  is  necessary  to  reflect  on  tourism  which  has
continuously brought huge revenue in foreign currency to those countries which care to tap the great potentials tourism
trade has in stock. Records on international tourism show that of all foreign exchange earners tourism comes next to
crude oil. While the country was riding on the crest of economic stability generated by crude oil, Tourism was neglected.
With the current incessant fluctuation in oil market, tourism can be properly harnessed to inject new blood into our ailing
economy. Our economy is singing swan songs and calls for judicious exploitation of all available potentials and revenue
generating avenues to resuscitate it. Tourism is one of the sectors that can play that noble role. This paper will examine
the concepts of tourism, and types of tourism, the role of tourism in national development,  and the country current
economic situation. The paper also made suggestions and recommendations on how to improve on tourism development.

. 
KEYWORDS

Nose Dive, Swan Songs, Counter Trade

INTRODUCTION

            Nigeria focuses attention on mono-structural kind of economy, which is solely on oil, tagged the black gold
whereas other areas that are economically beneficial, for example, Agriculture (green gold) has been neglected. After
examining the aforementioned, the paper now suggests other areas to be explored.

            Nigeria needs to establish a clear priority in the national agenda, and put many policies in place in service of the
growth of tourism. Nigeria has so much variety of culture, variety of landscape, the steps ahead in relation to many other
countries on African continent.

            It is important to establish political will that sees tourism as part of a solution to Nigeria economic woes, and part
of Nigeria future, because a country like Nigeria has so many options to develop its resources, generate income, and
enrich the lives of the people. Tourism can be as important as some of the mineral resources, if not more, because it’s a
resource that never runs out, it keeps growing the more you take care of it.

            There is no doubt that Nigeria has been a focus of world attention for various reasons. Many people want to visit
the country, if adequate facilities are provided. Tourism no doubt would generate a lot of foreigner exchange by focusing
attention on sponsored tours, and conferences. Even Nigerians, who spends their hard foreign exchange abroad, could be
made to conserve the money lost in foreign travels which flow back through foreign visitors coming into Nigeria.

For whatever might be said about the average Nigerian, there is no gainsaying that he love his country dearly,
and could help to salvage it if he knows how. One way is combing the unnecessary spending of the country,  reserve
abroad in the name of a European holiday. The multitude of Nigerians who travel every day is unimaginable and can only
be brought vividly to the minds focus, when one realize that out of thousands of them, hardly ten percent of this number
take their vacation in the real sense of the word within the country, they troop to country like Britain, Italy, etc., where
Nigeria foreign exchange is siphoned. Tourism should be considered not only in terms of foreigners coming from abroad,
but also in term of local population visiting its own country. In Europe, America, and Australia, the tourist market is first
generated by local people travelling at home.
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CONCEPTUAL FRAMEWORK

             
             The world tourism organization estimated that in the year  1990, there were nearly  415 million international
tourists’ arrivals throughout the world. It was estimated that in the year 1991, international tourist arrival would approach
the figures of 450million or an increase of  5 percent over 1990.these tourists spend billions of dollars in the countries
visited. All this activity may be described as tourism.

              One of the earliest definitions of tourism was given by an Austrian economist, Hermann .V.Schullad, in the year
1910 who defines it as, “the sum total of operators, mainly of an economic nature, which directly  relate to the entry, stay
and  movement  of  foreigners  inside  and  outside  a  certain  country,  city  or  region”.  The  concept  of  tourism found
expression however, in a more technical definition of the Swiss Professors, HUNZIKER and KRAPF in the year (1942)

they stated, “Tourism is the totality of the relationship and phenomenon arising from the travel and stay of strangers,
provided the stay does not imply the establishment of a permanent residence and is not connected with a remunerated
activity”  .This  definition was  subsequently  adopted  by the  international  Association  of  scientific  Expert  in  tourism
(AIEST).  The definition brings out the following three distinct element of tourism. (i) Involvement of travel by non-
residents (ii) Stay of temporary nature in the area visited (iii) Stay not connected with any activity involving earnings.

         Theobald  (1994)  suggested that  “etymologically,  the word tours is derived from the Latin “tonare” and the
Greek “tornos” meaning a lathe or circle, the movement around a central point of axis.  The meaning changed in modern
English to represent “One’s turn the suffix-ism is defined as an action . When the word tour and the suffixes and ism are
combined, they suggest the action of movement around a circle. One can argue that a circle represent a starting point,
which ultimately returns back to its beginning. Therefore, like a circle, a tour represent a journey  in that it is a round trip,
that is the  act of leaving and returning to the original starting point and therefore, one takes such a journey, can be called
a tourist.

         The world Tourism organization defines tourist as people “travelling to and staying in places outside their usual
environment for not more than one consecutive year, for leisure, business, and other purposes. It was recognized in the
Manila Declaration of word tourism of 1980 as an activity essential to the life of nation because of its direct effect on
social cultural, educational, and economic sector of national societies, and on their international relations.

         Tourism includes movement for  all purposes.  In  1981, the International  Association of Scientific Expert  in
Tourism defined Tourism in term of particular activities selected by choice and undertaken by choice and undertaken
outside the home. United Nation (1994) classified three form of tourism in its recommendations on tourism statistics.

 Domestic tourism, involving resident of the given country, travelling only within the country

 Inbound Tourism, involving non-resident travelling in the given country.

 Outbound Tourism, involving resident travelling in another country.

Tourism is,  therefore  a  composite  phenomenon  which  embraces  the  incidence  of  a  mobile  population  of
travellers who are strangers to the place they visit. It is essentially a pleasure activity in which money earned in one’s
normal domicile is spent in the place visited.

BASIC COMPONENTS OF TOURISM

             Tourism does not exist in isolation. It consists of certain component, three of these may be considered as basic,
these three basic components of tourism are Transport, Locale and Accommodation. A Tourist in order to get  to his
destination has to travel, and therefore some mode of transport may be a motor car, a coach, an aero plane, a ship, or a
train  which  enable  a  traveler  to  reach  his  pre-determined  destination.  The  locale  may be  used  to  include  holiday
destination, and what it offer to the tourist, The holiday destination may offer naturel attraction like sunshine, scenic
beauty or sporting facilities, e t c. at these attractions. Accommodation is another basic component which is essential for
providing food and also rest. After having reached his destination, a tourist must have some kind of accommodation
which provides  him food and  sleep.  On the three  components,  locale  with it  attractions  and  amenities  is  the most
important as these are very basic to tourism. Unless these are there, the tourist will not be motivated to go to a particular
place.
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THE ELEMENTS OF TOURISM

In addition to three basic component of tourism, there are certain elements, or ingredient, of tourism. These elements
predispose towards tourism development. These elements which are the fundamental attraction of tourism are:
1    Pleasing weather
2    Scenic attractions
3    Historical and cultural factors
4    Accessibility
5    Amenities
6    Accommodation.
          

While Economic and political conditions may continue to fluctuate throughout the world, there is every reason
to believe. That more and more people throughout the world will continue to travel. Tourism has home and irreversible
fact in most parts of the world, and the expected upturn in overall economic growth together with success in stabilizing
prices, likely to promote further increases in international tourism demand. With the expanding right to paid holidays and
the irreversible increase in travel for cultural purposes, the number of persons taking to travel is bound to increase. As a
result of labor legislation introducing paid holidays, over 500 million workers and their families throughout the world has
the right to travel.

BASIC TRAVEL MOTIVATORS

With the advent of tourism especially after the First World War, various attempts have been made to study as to
why people wish to become tourist.  Melntosh has started that basic travel motivators may be grouped into the following
four categories.

(1) Physical motivators which are related to physical relaxation and rest sporting activities and specific medical treatment
all are connected with the individuals’ bodily health and wellbeing.
(2) Interpersonal motivators which are related to a desire to visit relatives, friends, or to escape from one family, work
mates or neighbors, or simply to escape from the routine of everyday life.       
(3) Cultural motivators which are connected with the individual’s desire to travel in order to learn about other countries
and their people and their cultural heritage expressed in art, music, literature, folklore etc. 
(4) Status and prestige motivators which are identified with the needs of personal esteem and personal development,
these are related to travel for business or professional interests, for the purpose of education on the pursuit of hobbies. 

Above  mentioned  are  four  broad  categories  of  motivators.  Breaking  down  and  elaborating  these  broad
categories will give us many more reasons as why more and more engage in tourism. These include: (1). Pleasure (2).
Relaxation, test and recreation, test and recreation (3).health (4) participation in sports (5) curiosity and culture (6).Ethnic
and family (7) Spiritual and religion (8).Status and prestige (9).Professional and business.

TYPES OF TOURISM

        Recession Tourism: Is a travel trend, which was evolved by the world economic crisis. Identified by America
entrepreneur  Matt  landau (2007) as  low-  cost  high-value  experiences  taking place  of  once-popular  generic  retreats.
Various recession hotspots have been business boom during the recession.

        Educational Tourism: Developed because of the growing popularity of teaching and learning knowledge and the
exchanging of technical competency outside the class room environment. In educational tourism, the main focus of the
tour of leisure activities includes visiting another country to learn about the culture, tours, or to work and apply skills
learned inside the classroom in a different environment such as in the international practicum training programs.

Dark Tourism: One emerging area of interest has been identified by Lennon and Foley (2000) as Dark Tourism. This
type of tourism involves visit to dark sites as battle grounds scenes of horrific  crimes, or of genocide,  for example
Concentration Camps. Dark Tourism remains a small niche market, driven by varied motivations, such as mourning
remembrance, education.

Sport Tourism: Since the late 1980s,  sport tourism  has become increasingly popular. Events such as ruby Olympics,
common games, Asian games, and football world cups have enable specialist travel companies to gain official ticket
allocation and then sell them in packages that include flights, hotel and excursions. Focus on the sport and spreading
knowledge on the subject, especially more recently,  lead to increase in sport tourism. Most notably,  the international
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events such as the Olympics caused a shift in focus of the audience who now realize the variety of sports that exist in the
world. In the United States, one of the most popular sports usually is focus on event like the world cup.
 

In Asian countries, the numerous football events increase the popularity of football. But, it was the Olympics
that brought together the deferent sports that lead to the increase in sport tourism.

Pro-Poor Tourism: Which seeks to help the poorest people in developing countries, has been receiving increase attention
by those involved in development, the issue has been address through small scale projects in local communities and
through attempts by ministers of tourism to attract more numbers of tourists.

Medical  Tourism:  When there  is  a  significant  price  difference  between  countries  for  a  given  medical  procedure,
particularly in south East Asian, India, Eastern Europe, and where there are different regulatory regimes in relation to
particular medical procedures (e.g. dentistry), traveling to take advantages of the price or regulatory differences is often
referred to as medical tourism.

Creative Tourism: Has existed as a form of cultural tourism since the early beginnings of tourism itself. It’s European
roots data black to the time of the Grand tour, which saw the sons of aristocratic families traveling for the purpose of
mostly interactive and educational experiences. More recently creative tourism has been given its own name by Raymond
and Grey Richards,  who as members of the association for tourism and leisure education (ATLAS) have directed a
number of projects for the European Commission, including cultural and craft tourism, known as Sustainable Tourism.
They have defined creative tourism as tourism related to the active participation of traveller in the culture of the host
community through interactive workshops, and informal learning experiences.

Meanwhile, the concept of creative tourism have been picked up by high-profile organization such as UNESCO
who through  the  Creative  Cities  Network  have  endorsed  creative  tourism as  an engaged,  authentic  experience  that
promote an active understanding of the cultural features of a place. Creative tourism has gain popularity as a form of
cultural tourism, drawing on active participation by travellers in the culture of the host communities they visit
Several Countries offer examples of this type of tourism development, including the United Kingdom, Australia, France,
the Bahamas, Jamaica, Spain, Italy, and New Zealand.      

CURRENT ECONOMIC SITUATION IN THE COUNTRY

            The state of Nigerian economy has been described in recent times by stakeholders in the economic sector as a
bleak one. It offers little or no hope for the future, with about sixty percent of the population living below poverty line as
a result of bad governance, corruption and inability to fully harness the economic potential of the country.

            The challenges facing the Nigeria economy in the 21stcentury are diverse and enormous. The unacceptable state of
Nigeria’s economy is most galling, given Nigeria’s enormous endowment of natural and human resources. This is more
to be given the fact that Asian countries like Singapore and Malaysia with the same colonial heritage attributes similar
natural resources endowment and have recorded significant successes in development of their economy. For instance,
World Bank reports that Singapore some thirty year  ago had capital income of the sum of $10,0000 , while that of
Nigeria was $300 The world bank reports also has  it that Nigeria economic decline, especially during the last 20 years is
illustrated by the fact that per capital income which was $1000 In 1965, had declined to $300 by 1998.

           Within some 20 years, Nigeria has declined from middle to a low medium income country, and amongst the fifty
richest countries, to one of the poorest countries of the world. One of the fundamental causes of decline in Nigeria’s
economic fortunes has been political instability and bad governance especially in the 1990s.

            Nigeria economy, according to the World Bank in 2000 was said to be burdened by the biggest external debt in
Africa. While its dependence on oil revenue left it vulnerable to the plummeting prices of the years. In recent years,
economic growth estimated at 2.8 per annum. In spite of the country’s  immense human and natural  resources,  little
economic progress has been made.

            World Bank recent report also has it that two-third of the population, more than 160 million live below poverty
line, and one-third survives on less than a dollar per a day, also more than 40% illiterate. Recent report shows that life
expectancy is 55years, a decade below the average for developing nations, and less than half of the population has access
to clean water, and adequate sanitation.
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           The bad economic situation of Nigeria, no doubt contributed in so small measure, to the loss of Okonjo-Iwela in
World Bank presidency. From the forgoing, it can be inferred that Nigeria economic woes can be blamed on leadership
failure and mismanagement of abundant resources in the country.

THE ROLE OF TOURISM IN NATIONAL DEVELOPMENT

Tourism experts agreed over time that Nigeria’s tourism sector has the ability to boost the revenue prospect of
the Country, if well nurtured. They say that if the potential of the sector is harnessed, revenue of the sector could even
surpass that of the oil sector. Tourism industries in Nigeria have the potential to lessen the country’s dependence on oil
revenue, also known as the black gold.

In developing countries with artificial  resorts ,like the U.S, Britain, France, Spain, Italy and Mexico, tourism
account for more than one of third off all export earnings from goods and services. If a man- made resorts and ports can
be so harnessed to earn such huge foreign exchange, the economic benefits derivable from the natural resources bestowed
on  the country will be monumental if fully tapped. Among the natural attractions are the Ogbunike cave in Anambra
State, the lake on the top of hill at Somorika, Edo State, and at Enin Ijesha where a four hundred -foot high and seven
floor Olumirin water fall is situated. This water fall is akin to the famous Niagara fall in the United States. There is also
the Ikogosi Warm Spring at Ekiti State. The warm spring has a little history behind it. According to the legend, the
villagers associated the warmth of the water with presence of powerful god. The warm spring was therefore held in such
a great reverence by people that it was worshipped regularly.

We have a list of other tourist sites, which includes, the Obudu cattle ranch, the Ogbunike cave near Onitcha, the
Olumo rock, Mambila , Plateau, National Museum, and other museum and monuments.  Important national festivals, for
examples the Igue Festiva, Argungu fishing festival, the mysterious Ihene lake, Owa falls, etc.

Tourism is increasing vital parts of the national economy and throughout the world tourism bring money to
cities and countries. 

Below are pictures of some of the aforementioned tourist sites

FIGURE 1

OLUMO ROCK
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FIGURE 2

MAMBILA PLATEAU

FIGURE 3

OBUDU CATTLE RANCH
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FIGURE 4

IGUE FESTIVAL IN BENIN CITY

      

FIGURE 5

BOAT REGATTA

  

FIGURE 6

  YANKARI WARM SPRING
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FIGURE 7

 YANKARI GAME RESERVE

SUGGESTIONS AND RECOMMENDATIONS

The quest for economic advancement in Nigeria cannot be possible without tourism. Tourism is an essential part
of economic growth and sustainability. Nigeria has several advantages over countries like Kenya and South Africa, if
only the country could harness its tourism potentials. The most vibrant part of tourism is cultural tourism. If things are
done well or properly, our income from tourist should be two or three times above that of Kenya and South Africa.

Experts  and  stakeholders  say that  success  of  tourism depends on sustainability  and private  response.  They
suggest government should continuously promote tourism sector by encouraging capacity building. They also urge the
government to endeavor to fund tourism school to enable the country produce the man power that would make the
country preferred tourist destination. And government can partner with private sector through the public.

Most tourist sites in Nigeria have suffered wreck due to neglect and abandonment, causing the site to lose its
beauty and relevance. For instance, the beauty bar beach in Lagos has now become a refuge and sacrificial point to
religious worshippers who take pleasure in dumping refuge in the beach due to the fact that nobody is concerned with
wellbeing of the tourist site, this activities is dreadful and unpleasing site to behold.

Government  should at  least  formulate laws and bodies to oversee tourist  sites,  and they should also try to
rehabilitate dilapidated tourist sites so achieved or tap from the economic benefits. There is the need to develop human
resources presently lacking or missing in most tourist sites.

Stating the fact that most tourist sites in the country lack infrastructures or proper amenities is like stating a
known truth. This lack of amenities like relaxation materials or apparatus, bars, shelters, etc. have discouraged tourist
from visiting, most tourist sites.

By this, I mean showcasing our tourist sites to people of the outside world. There are so many tourists  sites in
Nigeria, where people can come spend their vacation, honeymoon and so on, but most people are not aware because of
lack of publicity and marketing strategies. The idea is that, if this challenge is tackled and overcome, people outside
could learn and know better about our beautiful site, in could lead to visitation.

The image of the country cuts despicable figure abroad, and to help redeem it, there is need to encourage visitors
to come into the country to see things for themselves, the noxious beliefs deliberately spread sustained by imperialists
press in Europe and the continent can be shattered for good. Thus all derogatory stereotype falsely peddled about the
country will be deflated.

Nigeria government have not really taking time to formulate policies that will help change or affect the tourism
positively, which is posing a very big threat to the sector. Some important area of tourism needing policy re-orientation
include consultation with local  Communities  in  the   planning  process,  liberal  immigration  regulation,  regulation  to



259Proceedings of The 3rd International Conference on Management, Business, and Economics & The 5th International Conference on Tourism, Transport, and Logistics
9 – 11 March 2017, Royal Plaza Montreux and Spa, Montreux, Switzerland

facilitate free tourist movement. Achieving this broad, will help boost the country purse and also reduces their over
dependence on oil production.

CONCLUSION

        Tourism  economically  is  the  business  of  arranging  travels  or  providing  travelling  sites.  The  business  of
arranging and providing site might look simple or ordinary. But it plays a very important role in boosting a nation’s
economy and national development. Many Nations, who have explored the real importance of tourism, have used the
sector to build and support their Country economy. The role of tourism in driving economic growth and development
cannot be over emphasized.

        Tourism is an important foreign exchange earner as a sector can provide foreign income by attaining visitors
from across the globe which in turn lead to boost in the transport sector (air, land, and sea) hospitality sector (hotels and
restaurants) and integration between indigenes and visitors which can help open business outlets with mutual benefits.
These various sectors affected by tourism contributes to the cross domestic profit either through TAX, VAT, royalties,
bills etc., the main thing is this this foreign adventurist coms into the country with their money exchange for fun and
pleasure.

       Tourism helps in reducing poverty. This is achieved by tis ability to create employment to unemployed youth. In
the United States, it is estimated that at least about 10 (ten) million people are directly or indirectly employed in the
tourism industry. Tourism is an increasingly vital part off the economy. Throughout the world, tourism brings money to
cities and countries. 
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ABSTRACT 
 
The number of foreign tourists in Bangkok increased each year due to Bangkok is the capital city of Thailand 

and has a long history. Moreover, Bangkok has many historical attractions such as the Grand Palace, Wat Phra Kaew, 
Wat Arun, Vimanmek mansion etc. Therefore, it is particularly important to maintain the loyalty of foreign tourists since 
tourism is a huge source of revenue for Thailand. This study aims to review factors affecting historical tourism loyalty of 
foreign tourists in Bangkok metropolis to stimulate historical tourism and generate more revenue. This paper used a 
literature review of 50 articles mainly from ebsco, emerald, UMI database. 

 
KEYWORDS  
Historical Tourism Loyalty, Marketing Mix, Historical Tourism Image, Service Quality, Historical Tourism Satisfaction 
 
 

INTRODUCTION 
 

The strategic development plan of Thailand tourism in 2015-2017 has set the direction for tourism by giving 
priority to economic, social and environmental to strive for sustainable growth. Therefore, it needs to be perform 
alongside with the marketing promotion, product and service development and management of tourism. Considering the 
situation of tourism in Thailand found that the number of foreign tourists increased by a total of 24.8 million in 2014 and 
29.8 million in 2015 and is expected to increase to 45 million in 2020. Revenue from tourism was 1.17 trillion baht in 
2014 and 1.44 trillion baht in 2015 (Tourism Authority of Thailand, 2015). From the number of tourists and revenue 
increases, it is especially important reason to study the loyalty of foreign tourists.  

 
Considering the number of foreign tourists in 2015 found that they visited Bangkok by a total of 19.5 million 

people. It is not surprising because Bangkok is the capital of Thailand and has a long history including there are also 
many historical attractions. From the data above, it is considered that Thailand should develop historical tourism in 
Bangkok to growing increasingly. 

 
The definition of historical tourism is travelling to the places that are valuable in history, culture and society to 

learn and appreciate the historical and archaeological sites. Moreover, people should be responsible and consciousness to 
maintain them. The historical attractions of Thailand are unique and outstanding which is a key factor in attracting 
tourists (Dasta, 2010). 

 

From the reasons mentioned above, the researcher interested to study factor affecting historical tourism loyalty 
of foreign tourists in Bangkok metropolis to motivate foreign tourist more travel into in Thailand. Moreover, it also 
creates jobs and careers to employees in other service industries such as accommodation, food and beverages, 
communications, transportation, souvenirs, entertainment and leisure, all of which generate huge revenues for Thailand.  
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OBJECTIVES 
 

- To study factor affecting historical tourism loyalty of foreign tourists in Bangkok metropolis 
- To develop a model of historical tourism loyalty of foreign tourists in Bangkok metropolis 

 
 

LITERATURE REVIEW 
  

Marketing Mix 
 
The experts gave the definition of marketing mix is marketing variables that can be controlled to meet the needs 

and satisfaction of customers (Churchill & Peter, 1995; Phillip Kotler, 1997; Kotler & Makens, 2006). 
 
The study of Chi & Qu (2008) found that the factors that contribute to loyalty in the tourism are marketing mix 

and image of destination. 
 
Historical Tourism Image 
 
The experts gave the definition of historical tourism image is the impression to the place which come from the 

actual experience and perception through the media (Crompton, J.L., 1979:18; Milman and Pizam, 1995; Echtner and 
Ritchie, 2003). 

 

The study of Chon (1990), Chi & Qu (2008), Berrli & Martin (2004) found that the destination image effect 
tourism behavior and satisfaction. Moreover, Meng et al. (2010) studied the relationship between the cruise image, 
perceived value, satisfaction and post- purchase behavioral intentions of tourists found that the image had an indirect 
influence on loyalty. 

 
Historical Tourism Satisfaction 
 
The experts gave the definition of historical tourism satisfaction is the feeling of the customers after the service 

and use that feeling compared to the expectations of customers (Churchill Jr & Surprenant, 1982; Kotler, 2000; Jamal 
& Naser; 2002). 

 

The concept of expectancy disconfirmation explained that satisfaction or non-satisfaction happen from 
comparison between expectation of customer before buying and after buying.  In cases the service has been lower than 
expected, the customer will have negatively disconfirmed. If the contrary, they will have positively disconfirmed and 
repeat buying (Oliver, 1980; Zeithaml and Bitner, 2003). 

   
Service Quality of Historical Tourism 
 
The experts gave the definition of service quality is the decision of the customer for a service that is consistent 

and meets the needs of customers on the advantages and disadvantages of tourist services (Lewis and Bloom, 1983; 
Parasuraman et al., 1988; Bitner and Hubbert, 1994). 

 

The study of Hong Jiang (2013) found that service quality influence the loyalty of tourists which consist of 
tangible, reliability, responsiveness, assurance and empathy. 

 
Historical Tourism Loyalty 
 
The experts gave the definition of historical tourism loyalty is customer engagement deeply towards tourism 

destinations. This makes customers revisit and word of mouth (Skogland & Siguaw, 2004; Chi and Qu, 2008). 
 
The study of Sonmez and Graefe (1998) found that loyal customers will be more likely to purchase goods and 

services again in the future. 
 
The study of Shoemaker and Lewis (1999) found that loyal customers are willing to recommend products and 

services to others. 
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CONCEPTUAL MODEL 
 
 From the literature review, the researcher has created the model of historical tourism loyalty of foreign tourists 
in Bangkok metropolis as shown in Figure 1. 
 

FIGURE 1 
CONCEPTUAL MODEL 
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CONCLUSION AND RECOMMENDATION 
 
Tourism contributes to a lot of revenue into the country. In addition, tourism also contributes to the creation of 

jobs and careers to employees in other businesses associated with it. Therefore, maintaining the loyalty of foreign 
customers is very important. Considering the number of foreign tourists in Bangkok in 2015 found that there were 19.5 
million people which is the most when compared to other provinces.  

 

The literature review of 50 articles enables to create conceptual model of historical tourism loyalty of foreign 
tourists in Bangkok metropolis. Also, found that factors that contribute to historical tourism loyalty are marketing mix, 
historical tourism image, service quality of historical tourism and historical tourism satisfaction. The marketing mix 
consists of product, price, place, promotion, people, process and physical evidence. The historical tourism image consists 
of unique and reputation. Service quality of historical tourism consists of tangible, reliability, responsiveness, assurance 
and empathy. The historical tourism satisfaction consists of overall service quality and value for money. All these factors 
will lead to historical tourism loyalty are revisit and word of mouth. 

 
This paper focus on historical tourism loyalty in Thailand. In the case of other countries, variables can be change 

to suit the historical place of that country. 
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ABSTRACT 
 

Ayutthaya is now an archaeological ruin, characterized by the remains of tall prang (reliquary towers) and 
Buddhist monasteries of monumental proportions, which give an idea of the city’s past size and the splendor of its 
architecture. Ayutthaya became a center of economics and trade at the regional and global levels, and an important 
connecting point between the East and the West. , provincial tourism strategies must be consistent with those at national 
level in order for tourism development to move in the same direction. The strategic focus is on important provinces with 
many tourist attractions, especially those with an abundant cultural heritage such as Ayutthaya, qualifying it as an 
effective province. It is believed that Ayutthaya’s world cultural heritage tourist attractions can generate income and 
sustainability for the locals. The tourism development plan must be considered holistically so that the community gains 
maximum benefit. The objectives of this study were to 1) identify perceived value and tourists’ satisfaction with loyalty 
towards historical site, 2) review destination image of the world heritage site of Ayutthaya province, 3) investigate 
service quality of tourism site and tourists’ satisfaction towards historical site, and 4) study tourists’ satisfaction with 
loyalty towards the world heritage site of Ayutthaya province. This research was found to be beneficial to tourism 
business and service industry, as well as those domestic and international tourists visiting the Ayutthaya Historical Park. 
By investigating the causal factors of satisfaction and loyalty towards historical tourism of the world heritage site will 
obtain any necessary data of destination image, perceived value, service quality, satisfaction, and destination loyalty to 
improve potentiality of the province drawing more number of tourists around the world. The results can be further 
analyzed to improve the operations of tourism business and service industry in Ayutthaya province, and can be further 
referenced for future studies. 

 
KEYWORDS 
Perceived Value, Service Quality, Satisfaction, Loyalty, Historical Tourism, World Heritage Site 
 
 

INTRODUCTION 
 
 The Historic City of Ayutthaya, founded in 1350, was the second capital of the Siamese Kingdom.  It flourished 
from the 14th to the 18th centuries, during which time it grew to be one of the world’s largest and most cosmopolitan 
urban areas and a center of global diplomacy and commerce. Ayutthaya was strategically located on an island surrounded 
by three rivers connecting the city to the sea. This site was chosen because it was located above the tidal bore of the Gulf 
of Siam as it existed at that time, thus preventing attack of the city by the sea-going warships of other nations. The 
location also helped to protect the city from seasonal flooding. The city was attacked and razed by the Burmese army in 
1767 who burned the city to the ground and forced the inhabitants to abandon the city. The city was never rebuilt in the 
same location and remains known today as an extensive archaeological site.   
 
 At present, it is located in Phra Nakhon Si Ayutthaya District, Phra Nakhon Si Ayutthaya Province.  The total 
area of the World Heritage property is 289 ha. Once an important center of global diplomacy and commerce, Ayutthaya 
is now an archaeological ruin, characterized by the remains of tall prang (reliquary towers) and Buddhist monasteries of 
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monumental proportions, which give an idea of the city’s past size and the splendor of its architecture. Well-known from 
contemporary sources and maps, Ayutthaya was laid out according to a systematic and rigid city planning grid, consisting 
of roads, canals, and moats around all the principal structures.  The scheme took maximum advantage of the city’s 
position in the midst of three rivers and had a hydraulic system for water management which was technologically 
extremely advanced and unique in the world.  
 
 The city was ideally situated at the head of the Gulf of Siam, equi-distant between India and China and well 
upstream to be protected from Arab and European powers who were expanding their influence in the region even as 
Ayutthaya was itself consolidating and extending its own power to fill the vacuum left by the fall of Angkor.  As a result, 
Ayutthaya became a center of economics and trade at the regional and global levels, and an important connecting point 
between the East and the West.   The Royal Court of Ayutthaya exchanged ambassadors far and wide, including with the 
French Court at Versailles and the Mughal Court in Delhi, as well as with imperial courts of Japan and China.  Foreigners 
served in the employ of the government and also lived in the city as private individuals. Downstream from the Ayutthaya 
Royal Palace there were enclaves of foreign traders and missionaries, each building in their own architectural style.  
Foreign influences were many in the city and can still be seen in the surviving art and in the architectural ruins. 
 
 The Ayutthaya school of art showcases the ingenuity and the creativity of the Ayutthaya civilization as well as 
its ability to assimilate a multitude of foreign influences. The large palaces and the Buddhist monasteries constructed in 
the capital, for example at Wat Mahathat and Wat Phra Si Sanphet, are testimony to both the economic vitality and 
technological prowess of their builders, as well as to the appeal of the intellectual tradition they embodied. All buildings 
were elegantly decorated with the highest quality of crafts and mural paintings, which consisted of an eclectic mixture of 
traditional styles surviving from Sukhothai, inherited from Angkor, and borrowed from the 17th and 18th century art 
styles of Japan, China, India, Persia and Europe, creating a rich and unique expression of a cosmopolitan culture and 
laying the foundation for the fusion of styles of art and architecture popular throughout the succeeding Rattanakosin Era 
and onwards.  
 

Indeed, when the capital of the restored kingdom was moved downstream and a new city built at Bangkok, there 
was a conscious attempt to recreate the urban template and architectural form of Ayutthaya. Many of the surviving 
architects and builders from Ayutthaya were brought in to work on building the new capital. This pattern of urban 
replication is in keeping with the urban planning concept in which cities of the world consciously try to emulate the 
perfection of the mythical city of Ayodhaya. In Thai, the official name for the new capital at Bangkok retains 
“Ayutthaya” as part of its formal title. 
 
 In addition, provincial tourism strategies must be consistent with those at national level in order for tourism 
development to move in the same direction. The strategic focus is on important provinces with many tourist attractions, 
especially those with an abundant cultural heritage such as Ayutthaya, qualifying it as an effective province. It is believed 
that Ayutthaya’s world cultural heritage tourist attractions can generate income and sustainability for the locals. On 25 
November 2011, the Ayutthaya Provincial Treasury Office (2011) reported that Ayutthaya’s Gross Provincial Product 
(GPP) top-down in 2010 was ranked third in the country at 479,601,000 THB. When looking at provincial tourism, 
Ayutthaya’s strategic plan is consistent with that at national level. Even so, this leads to both positive and negative 
impacts. As a result, tourism development must consider positive impacts for the locals and focus on the resulting 
pollution to effectively reduce both direct and indirect impacts (Dilek Unalan, 2013).  The tourism development plan 
must be considered holistically so that the community gains maximum benefit. The objectives of this study were to 1) 
identify perceived value and tourists’ satisfaction with destination loyalty towards historical site, 2) review destination 
image of the world heritage site of Ayutthaya province, 3) investigate service quality of tourism site and tourists’ 
satisfaction towards historical site, and 4) study tourists’ satisfaction with destination loyalty towards the world heritage 
site of Ayutthaya province. 
 
 

LITERATURE REVIEW 
 
Theory and Definition 
 
Perceived Value 
 
 The use of the concept of perceived value has been regarded as imperative prerequisite for business 
sustainability especially in fierce market competition and has been considered as the key of success for all companies 
(Huber et al., 2001). It has become an interested topic since decades ago, yet the consensus regarding its definition and 
the concept has not been obtained and remains unclear (Sanchez-Fernandez and Iniesta-Bonillo, 2007). It has been 
proven that the used of the concept of customer perceived value does not only result in creating more satisfied customer, 
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but more importantly it is also found to have direct effect on customer repurchase intention and loyalty (Lin et al., 2005). 
In simple words, the more benefits the product or the service offer, the more satisfied the customer, thus the higher 
chances that lead to positive behavior. Unfortunately, with the nature of product characteristic, there are various types of 
value dimensions that can be found or created for one type of product or service. Consequently, it may be difficult to 
identify what type of value that company can deliver or offer to the customer through their product. This leads to the 
need for the better perspective of perceived value in order to help identifying its dimensions. This study focuses on the 
generic dimensions of perceive value especially in product or non-service related context. 
 
 The lack of agreement related to the definition and conceptualization of perceived value among the scholars 
have indicated that perceived value can be described as the complex construct (Lapierre, 2000). The differences of 
opinions can be seen from two major perspective or view of perceived value; those are as unidimensional construct  
and multi-dimensional construct (Sanchez-Fernandez and Iniesta-Bonillo, 2007). Although the majority of the 
researchers agree that perceived value should be considered as multi-dimensional construct. Sanchez-Fernandez and 
Iniesta-Bonillo (2007) concluded that the critics among the researchers have contended that multidimensional construct 
are conceptually ambiguous, the dimensions explained are less variance and the relationships between the dimensions 
and other construct somehow are confound. However this lack of agreement does not mean to have no consensus at all in 
conceptualizing perceived value. The general concept that can be understood is that perceived value involves the 
relationship between customer and the product (Holbrook, 1996) which is strongly related to the utility or benefits the 
customer get in return for the money or any other cost they spend (Zeithaml, 1988) including both cognitive and affective 
aspect Holbrook and Hirschman (1982). 
 
 As defined by Zeithaml (1988) that perceived value is “... the consumer‟s overall assessment of the utility of a 
product based on perceptions of what is received and what is given”. The receive components can be referred to the 
benefits get from using the product while the given component can be referred to the customer sacrifice in acquiring 
the product including monetary and non-monetary aspect. In this regard, Zeithaml (1988) described value in four 
different ways: (1) value as low price, (2) value as whatever the consumer wants in a product, (3) value as the quality 
get from the price the customer pay, and (4) value as what is get for what is given. 
 
 
Destination Image 
 
 Destination image has been one of the key areas of tourism research for more than four decades (Svetlana & 
Juline, 2010). Image is defined as “the people feelings of anything that they aware” (Boulding, 1956). Image is defined 
as “people hold are a way of organizing the different stimuli received on a daily basis and help make sense of the world 
in which we live” (Mayo, 1973). Destination image is defined as “an expression of knowledge, impressions, prejudices, 
imaginations and emotional thoughts an individual has of a specific place” (Lawson and Baud Bovy, 1977). Image 
further defined as “the sum of beliefs, impressions, ideas and perceptions that people hold of objects, behaviors and 
events” (Crompton, 1979). Destination image defined as “the overall perception of the destination that is formed by 
processing information from various sources over time” (Assael, 1984). Ideas or perceptions held individually or 
collectively about a destination by people (Embacher & Buttle, 1989).  
 

Image defined “as the sum of beliefs, attitudes, impressions that a person or group has of an object and 
impressions may be true or false, real or imagined” (Barich and Kotler 1991). Image is defined as “an internalised, 
conceptualised and personalized understanding of what one knows” (Ahmed, 1996). Destination image is defined as “the 
perception of groups of people” (Jenkins, 1999). “Perceptions or impressions of a destination held by tourists with 
respect to the expected benefit or consumption values” (Tapachai & Waryszak, 2000). Totality of impressions, beliefs, 
ideas, expectations, and feelings accumulated towards a place over time by an individual or group of people” (Kim & 
Richardson, 2003). “Destination image is an interactive system of thoughts, opinions, feelings, visualizations, and 
intentions toward a destination” (Tasci et al., 2007).  

 
Destination image made up of two components of image, the components were organic images and induced 

images. Organic images formed by individuals themselves through past experiences with destinations and unbiased 
sources of information (i.e. news, reports, newspaper articles and movies). Induced images created through information 
received from external sources, including destination advertising and promotion (Gunn, 1972). Destination image 
encompasses only cognitive image components. Cognitive image refers to beliefs, impressions, ideas, perceptions and 
knowledge that people hold on objects (Crompton, 1979). The overall or totality of image or impression based on 
individual attributes and also reveals the relationship between cognitive attributes and overall image (Keown et al, 1984). 
The totality of image depends on evaluations of different products and services (Mazursky, D & Jacoby, J, 1986).  
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Tourist perceptions of destination attributes of various activities and attractions within an area will interact to 
form overall image (Gartner, 1986). The images were formed by cognitive and affective judgments, affective judgments 
based on individual feelings and emotions towards an object (Baloglu et al, 1997; Walmsley, 1998 & Baloglu & 
Mangaloglu 2001). Dann (1996) suggested destination image were created by cognitive, affective and conative. 
Cognitive component made up of the sum of beliefs, impressions, ideas and perceptions that people hold of an object. 
The affective component deals with how a person feels about the objects. 
 
Service Quality 
 
 Service quality (SERVQUAL) has been a frequently studied topic in the service marketing literature. Efforts to 
understand and identify service quality have been undertaken in the last three decades. A topic of particular interest in 
service quality research is the issue of measurement. Following the introduction of the SERVQUAL instrument 
(Parasuraman et al., 1985), many scholars have attempted to replicate and refute its structure and conceptualization 
(Carman, 1990; Cronin and Taylor, 1992; Teas, 1993). Much of the research to date has focused on measuring service 
quality using the SERVQUAL instrument. Subsequently, research on the instrument has been widely cited in the 
marketing literature and its use in industry has become quite widespread (Brown et al., 1993).  
 
 The construct of service quality as conceptualized in the service marketing literature centers on perceived 
quality, defined as a consumer’s judgment about an entity’s overall excellence or superiority (Zeithaml, 1987). While the 
SERVQUAL instrument has been widely used, it has been subject to criticism (Asubonteng et al., 1996; Buttle, 1996). 
Criticisms include the use of difference scores, dimensionality, applicability and the lack of validity of the model, 
especially with respect to the dependence or independence of the five main variables (Babakus and Boller, 1992; 
Carman, 1990; Cronin and Taylor, 1992).  
 
 The criticism of note to this study is the point that SERVQUAL focuses on the service delivery process and does 
not address the serviceencounter outcomes (Gro¨nroos, 1990; Mangold and Babakus, 1991). It is interesting to note that 
the developers of SERVQUAL initially suggested that service quality consists of functional (process) and technical 
(outcome) dimensions (Parasuraman et al., 1985). However, the SERVQUAL instrument does not include any measure  
of the technical quality dimension. Essentially, technical quality has been neglected in efforts to study and measure 
service quality. Whereas service quality is known to be based on multiple dimensions (Gro¨nroos, 1982, 1990; 
Parasuraman et al., 1985), there is no general agreement as to the nature or content of the dimensions (Brady and Cronin, 
2001). However, a review of the service quality studies to date explicitly shows that European scholars have exerted a 
great influence on the study of service quality dimensions. That is, the contemporary discussions on the dimensions of 
service quality have been initiated by European scholars. Lehtinen and Lehtinen (1982) defined service quality in terms 
of physical quality, interactive quality and corporate (image) quality. Physical quality relates to the tangible aspects of the 
service. Interactive quality involves the interactive nature of services and refers to the two-way flow that occurs between 
the customer and the service provider, or his/her representative, including both automated and animated interactions. 
Corporate quality refers to the image attributed to a service provider by its current and potential customers, as well as 
other publics. They also suggest that when compared with the other two quality dimensions, corporate quality tended to 
be more stable over time. 
 
 
Satisfaction 
 

Traditional literature within consumer behaviour pinpoints that customer satisfaction is the result or the final 
step of a psychological process from need recognition to evaluation of experienced products (e.g. Peter and Olson 1996). 
Despite this recognition of a motivational based process, researchers within the area of satisfaction including tourist 
satisfaction tend to solely focusing on perception of products and product elements, by focusing on the level of 
satisfaction received. Satisfaction is then defined as “a judgement that a product or service feature, or the product or 
service itself, provides a pleasurable level of consumption-related fulfilment” Oliver (1997: 13) or as an overall 
evaluation of a purchase (Fornell 1992). MacKay and Crompton (1990: 48) define satisfaction in a similar way by 
focusing on the “psychological outcome which emerges from experiencing the service” (MacKey and Crompton 1990: 
48). The overall satisfaction is then the result- or the sum of the relative importance- and the level of satisfaction 
experienced of all the single attributes (e.g. Ajzen and Fishbein 1980). Multiattribute attitude (Fishbein and Azjen 1975) 
and means-end models assume that consumers judge products based on the ability of attributes to provide positive 
outcomes.  

 
Satisfaction has been analyzed by tourism researchers within a variety of dimensions of tourist trips. The main 

goals of these studies are to develop instruments or measures of satisfaction with tourist product-elements, often with the 
purpose of suggesting tourists’ perceived importance regarding overall satisfaction and, to a certain extent, making 
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suggestions for the industry as what to focus on regarding product developments. Ross and Iso-Ahola (1991), for 
instance, study satisfaction with cultural tours, while Hsieh, O`Leary and Morrison (1994) study differences among 
packaged and non-packaged tours. Other researchers focus on satisfaction with certain aspects of a tour, e.g. hotels (e.g. 
Saleh and Ryan 1992; Heide, Grønhaug and Engset 1999). Tourists’ shopping satisfaction is studied by Reisinger and 
Turner (2002). Toy, Kerstetter and Rager (2002) evaluate customer satisfaction with a leisure activity. Several 
researchers (Chon and Olsen 1991; Danaher and Arweiler 1996; Kozak and Rimmington 2000; Joppe, Martin and 
Waalen 2001) investigate tourists’ satisfaction with destinations.  
 

While the customer satisfaction literature including those within tourism has been dominated by measurement of 
how customers perceive products and services (Barsky 1992; Bojanic 1996; Bojanic and Rosen 1994; Chadee and 
Mattson 1995; 1996; Saleh and Ryan 1992), less has been done with regard to the assessment of what causes the level of 
satisfaction in addition to the product and service encountered. Since satisfaction may also relate directly to the 
consumer’s needs and motives than do attributes, they should also be highly relevant, despite the recognition that 
evaluations are expected to be subjective in nature (e.g. “smiling hosts makes me happy”) and often difficult to determine 
prior to purchase (Nelson 1970). By including tourist travel motives and choices of activities at the destination as well 
as perception of products into the concept of satisfaction, a better understanding of why people become satisfied in 
addition to how satisfied they are is possible to identify, which further includes a better understanding concerning why 
people intent to recommend and rebuy the trip. 
 
Destination Loyalty 
 

The concept of loyalty is a concept that has existed for centuries. In ancient times loyalty was used to enhance 
control and power. The powerful generals of the Ancient Roman Empire used loyalty to gain political power for the 
armies or in order to oust empires (Kumar & Shah, 2004). In the 21st century loyalty is considered an activity which 
companies carry out to protect the market shares they have achieved by establishing customer loyalty. Customer loyalty 
is considered a significant gain in competitive markets (Srivastava, Sherwani, & Fahey, 2000). Customer loyalty is “the 
sincere commitment of a consumer to continue to purchase a preferred product/service in the future” (Oliver, 1999). 
According to Lee and Cunningham (2001) customer loyalty is the tendency of customers based on previous experiences 
and their expectations for the future to be customers of the existing suppliers again. In other words it is a display of 
attitude of customers in terms of product categories, brands, stores and services (Uncles, Grahame, & Hammond, 2003). 

 
Literature indicates that there are various definitions regarding customer loyalty and that there is no full 

consensus. An examination of the different definitions by various authors indicates that another definition for customer 
loyalty may be evident. Customer loyalty can be referred to “repeated purchase, positive attitudes, long term 
commitment, intention of continuing the affiliation, positive word-of-mouth advertising” (Sramek, Mentzer, & Stank, 
2008). In marketing literature most writers separate customer loyalty into three dimensions. These are the behavioral 
dimension (loyalty), attitudinal dimension (loyalty) and combined dimension which is a combination of them both. These 
dimensions are also measures which measure customer loyalty. It is recommended that enterprises who wish to establish 
and maintain real and long term customer loyalty take both dimensions into consideration and adopt an approach which 
combines these two dimensions. Traditionally customer loyalty has been defined as a behavioral scale. This scale 
consists of the amount of purchase, the probability of a repeated purchase of the product, repeated purchase behavior as 
well as frequency of purchase. All these scales are helpful for marketers in measuring behavioral loyalty (Kumar & Shah, 
2004).  
 

Attitudinal loyalty is a repeated purchase by a customer and recommends it to others (Kandampully & 
Suhartanto, 2000). Attitudinal loyalty is an approach which benefits from the use of attitudinal data consisting of 
psychological and affective commitment which are inherent in the nature of loyalty (Değermen, 2006, p. 78). According 
to Ganesh, Arnold, and Reynolds (2000) attitudinal loyalty is defined as the tendency a customers has in terms of a brand 
which includes  commitment and word-of-mouth advertising. In literature it is emphasized that neither behavioral nor 
attitudinal dimensions alone are sufficient to measure customer loyalty. For this reason authors recommend the combined 
approach  which is a combination of behavioral and attitudinal loyalty. The significance of this approach is emphasized 
in measuring true loyalty (Selvi, 2007, p. 39). The level of loyalty of tourists to a given destination is expressed in their 
intention to revisit the destination and their intention of recommend the destination to others (Oppermann, 2000). For this 
reason the components of the intention to revisit and recommendations to others are used in the measuring of destination 
loyalty. The positive experiences tourists have at a tourism destination will not only enhance their intent to revisit the 
destination, it will also ensure that they say positive things about the destination to their friends and/or relatives. 
Likewise, word-of-mouth advertising is an important source of information for potential tourists. (Chi & Qu, 2008).  
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Literature Survey 
 

Wang, et al. (2017) aimed to test a model linking destination image, perceived value, tourist satisfaction, and 
tourist loyalty. Based on a sample of 300 tourists travelling by car from the World Natural Heritage Site of Tianchi, 
China, a new model of destination image was explored and data were analysed using partial least squares structural 
equation modelling (PLS-SEM). The results show that perceived value and satisfaction are direct antecedents of 
destination loyalty. Above all, perceived value and tourist satisfaction mediate the relationship between destination image 
and loyalty. Finally, this study discusses the theoretical and management implications of the findings in order to boost the 
tourism industry in the context of car trips. 
 

Thiumsak and Ruangkanjanases (2016) stated that as the market of tourism destinations has increasingly 
become more competitive, the revisit intention topic has progressively become prominent to emphasize on. This 
empirical study has been designed to primarily explore the key factors which have a significant impact on influencing 
visitors to revisit Bangkok in the future. The methodology of this study is quantitative research in which questionnaire is 
the major tool in collected the primary data for analysis. The total sample of 189 international tourists was obtained for 
the analysis. The simple and multiple regression analysis were adopted to examine the key factors which significantly 
predict the revisit intention. The results of this study indicated that the key factors, which are statistically significant in 
predicting the intention of international tourists to revisit Bangkok, are the perceived satisfaction on “accommodation”, 
“shopping”, and “attitude of Thai people”, the overall satisfaction, the perceived attractive on “accommodation”, 
“shopping”, “restaurant & food”, and “attitude of Thai people”, the tourists’ motive of “relaxation & recreation”, and the 
overall destination image. These factors are positively related to the revisit intention. Regarding the perception on 
destination loyalty, the study discovered that respondents are loyal to Bangkok in which their likelihood to revisit and 
recommend Bangkok to others is in likely level. The key managerial implication of this study is to recommend the 
organizations and marketers relevant to tourism industry in Bangkok to particular emphasize on enhancing the important 
destination attributes obtained from the results in order to augment the competitiveness of Bangkok and maintain as the 
leading destination. 
 

C Ruiz, et al. (2016) identified that over the past decades cruise tourism is a sector that has experienced a 
tremendous growth around the globe. The relations that are established between the different agents that interact in this 
industry, passengers, crew and residents are crucial for visitor satisfaction and the success of the tourist destination. The 
study has analyzed the different types of cruise passengers who landed at the port of Malaga and their perception of the 
city through destination image, satisfaction and destination loyalty. A cluster analysis identified the existence of four 
different groups of passengers whose opinions can give a specific answer to the consolidation of Malaga as a quality 
tourist destination. From a practical point of view, recommendations about the adequate management of the destination´s 
attractions for the cruise industry are discussed in the conclusions. 
 

Hosseini (2015) developed an integrated model to examine the theoretical and empirical evidence on the causal 
relationships among destination image, tourist trait and overall satisfaction, to Iranian domestic tourists’ destination 
loyalty. Data were collected from tourists of Uremia city and analyzed utilizing a structural equation modeling approach. 
The results supported the proposed destination loyalty model: (1) destination image directly influenced trait of 
satisfaction; the findings reveal that the impact of destination image on tourist loyalty is significant. Similarly, the image 
has an effect on tourist loyalty, which is followed by affective image and cognitive image. (2) Destination image and trait 
of satisfaction were both direct antecedents of overall satisfaction; and (3) overall satisfaction and trait of satisfaction in 
turn had direct and positive impact on destination loyalty and destination familiarity, destination image, perceived value, 
and tourist satisfaction all influenced Iranian domestic tourists’ destination loyalty. The theoretical and managerial 
implications were drawn based on the study findings, and recommendations for future researchers were made. 
 

Zuo (2015) analyzed the relationship between international tourists’ perceived quality, perceived value and 
satisfaction at duty-free shops in Bangkok. The researcher collected 400 primary data in equal proportion both from 
Suvarnabhumi International Airport and ABC Downtown Complex. The target population was constitute international 
tourists’ who chose to travel to Bangkok by airplane, and who had post-purchase experience at duty-free shops in 
Bangkok during October and November, 2014. In order to analyze the data in details, researcher used both descriptive 
and inferential analysis to analyze international tourists’ behavioral characteristics, perceived quality and perceived value 
and satisfaction at duty-free shops in Bangkok. 
 

Kwenye (2015) mentioned that Zambian citizens would prefer to vacation in other countries rather than visiting 
their own natural tourist settings. The primary goal of this study was to understand how to foster loyal relationships 
between Zambian domestic tourists and a natural setting by investigating factors that influence domestic tourists' loyalty 
to the Victoria Falls World Heritage site. Destination loyalty was the central concept employed in this study and was 
examined from both a relational and transactional perspective. Place attachment constituted the relational variable, while 
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satisfaction, service quality and perceived value were the transactional variables. Data for this study were collected at the 
Victoria Falls World Heritage site using on-site self-administered surveys between August 26 and September 10, 2014. A 
total of 1,060 domestic visitors participated in the survey for a 92% response rate. Findings of this study showed that to 
foster loyal relationships, both the transactional and relational antecedents of loyalty are fundamental. This study 
concludes that to extend our theoretical understanding of destination loyalty, examining its predictors from both a 
transactional and relational approach is valuable. Thus, to foster domestic tourists' predisposition to revisit a nature-based 
tourist setting, practitioners and policy-makers can consider promoting both the long term relationships in addition to 
transactional factors that influence loyal relationships. Accordingly, both relational and transactional determinants of 
loyal relationships - service quality at the settings, perceived value of the visit to the setting, satisfaction with the visit to 
the setting, attachment to the setting - need to be enhanced collectively.Iv Dedicated to the memory of my dad Mr 
Bernard Kwenye who taught me to always work hard and utilize every opportunity I am accorded to the best of my 
abilities. I miss you dad. 
 

Ramseook-Munhurruna et al. (2015) reviewed that tourists’ perceptions of destination image, perceived value, 
tourist satisfaction and loyalty are vital for successful destination marketing. The literature on travel and tourism reveals 
an abundance of studies on destination image, perceived value and tourist satisfaction, however their relationships with 
destination loyalty have not been thoroughly investigated in small island destination. Consequently, the aim of the study 
was to investigate the relationship among destination image and perceived value and to empirically test the constructs 
that are likely to influence tourist satisfaction, which in turn affect tourist loyalty. The conceptual model was developed 
on the basis of existing theoretical and empirical research in the fields of marketing and tourism. The empirical data was 
collected in an island tourism destination - Mauritius. A total of 370 questionnaires were returned and the data were 
analysed using Structural Equation Modelling (SEM). The theoretical and managerial implications were drawn based on 
the study findings, and recommendations for future researchers were made. 
 

Assaker et al. (2015) validated an interesting model of destination image (DI), tourist satisfaction, and loyalty 
across gender and age. We confirm that DI predicts satisfaction and has a significant direct and indirect effect on loyalty. 
After examining the validated structural model across different groups of respondents based on gender, age, and the 
gender by age interaction, we found that the model constructs differ across some of the groups. Specifically, young males 
from the sample were less likely to develop destination loyalty despite having a strong destination image of Australia and 
reportedly being satisfied with their trip experience. The findings present important implications concerning the 
predictors of destination loyalty across market segments with different demographics.  
 

Wang and Leou (2015) enhanced the understanding of tourists behavior and to provide some suggestions for a 
sustainable development of cultural and heritage tourism in Macao, data of this study were collected from Macao cultural 
and heritage tourists who are visiting famous attractions in the historic center of Macao, to observe the tourism 
motivation, perceived value, and destination loyalty of cultural and heritage tourists in Macao. In this study, the results of 
factor analysis of cultural and heritage tourism motivation show that tourists’ perceived value, which contains three 
dimensions: scenic value, knowledge value, and social value. These dimensions can be considered as the primary 
indicators of perceived value which positively influence tourists’ destination loyalty. It is worth noting that the direct 
effect value of cultural and heritage tourism motivation to destination loyalty through perceived value is greater than 
tourism motivation’s direct effect on destination loyalty. Therefore, some suggestions have been put forward for the 
sustainable development of cultural and heritage tourism in Macao. Firstly, attractiveness cultural heritage in Macao 
should be designed and highlighted according to tourists’ tourism motivation. Secondly, the unique value proposition 
should be proposed from different dimensions of tourists’ perceived value, allowing tourists to experience the differences 
of Macao from other destinations. Finally, great importance should also be attached to the management of tourists’ 
perceived value other than just continuously increasing the attractiveness of cultural heritage itself based on tourists’ 
tourism motivation, which has an indirect influence on destination loyalty to make publicity for the destination 
voluntarily of tourists. 
 

Aliman et al. (2014) provided an overview of a study that identified the effects of tourist expectations, perceived 
quality, destination image on perceived value and tourist satisfaction. The target population were tourists visiting 
Langkawi in 2013. Questionnaires were distributed to 500 visitors who were selected using the convenience sampling 
method. The 482 usable data were analyzed using descriptive and inferential statistics. Results from factor analysis 
revealed that all items used to measure the five constructs emerged into five factors (F1 = Tourist Satisfaction; F2 
=Destination Image; F3 = Perceived Quality; F4 = Tourist Expectations and F5 = Perceived Value). The regression 
analysis outcomes indicated that all the three predictors (tourist expectations, perceived quality and destination image) 
had positive significant relationships with perceived value and satisfaction. Destination image prevailed as the most 
important antecedent of perceived value and tourist satisfaction. In addition, perceived value was found to have positive 
significant relationship with tourist satisfaction. Several implications and managerial actions are also outlined. 
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Artuger, et al. (2013) examined the impact the destination image of Alanya district which is a district of 
Antalya, one of the main tourism centers in Turkey had on establishing destination loyalty. The sampling group of the 
study consists of tourists who visited Alanya district of Antalya between the months of June and August in 2012. A 
survey containing scales pertaining to destination image and destination loyalty was used as a data collection tool for the 
application and the collected data were analyzed by benefiting from statistical techniques such as factor analysis, 
reliability analysis, arithmetical average, standard deviation, Pearson correlation analysis and regression analysis. The 
study concluded that there was a positive and strong affiliation between the destination image which was reported as 
positive in general by the participants and destination loyalty and that cognitive image had a greater impact on 
establishing destination loyalty than affective image. 
 

Can (2013) investigated the effects of both economic and non-economic factors on the domestic tourist flow to 
Khanh Hoa province in the long term and the short term; examined how the characteristics of domestic tourists and the 
attributes of travel modes influence tourists’ choice of travel mode to Nha Trang, Khanh Hoa ; and (3) investigated how 
satisfaction and switching barriers influence destination loyalty. To achieve the first purpose, the dissertation has used the 
general-to-specific approach; for the second purpose, the multinomial probit model has been applied, and structural 
equation modelling has been used to accomplish the third purpose. For the first purpose, the findings reveal that weather 
variables have a significant effect on the tourism demand in both the short term and the long term. Furthermore, a 
positive effect from the lagged dependent variable suggests that word-of-mouth recommendation to potential tourists has 
good effects for the Khanh Hoa tourism industry. Also, the demand from Vietnamese tourists seems to be highly 
sensitive to tourism costs. Meanwhile, in the study on travel mode choice, travel time and cost, mode quality, and income 
are key elements in explaining the tourists’ behaviour. Tourists with a lower income tend to be more sensitive to change 
in the per-kilometre cost; high-income tourists are much more likely to choose a plane or train rather than a coach. 
Finally, in the study on tourists’ loyalty behaviour, the findings indicate that both satisfaction and switching barriers have 
significant effects on this behaviour. Of the multi-components of switching barriers, interpersonal relationships and 
switching costs have positive impacts, while lack of attractiveness of other destinations has a negative effect on 
destination loyalty. Furthermore, all three dimensions of tourist satisfaction and overall satisfaction have positive effects 
on destination loyalty. Understanding domestic tourism demand as well as modal choice behavior may help tourism 
companies to develop appropriate marketing strategies. Furthermore, tourism managers should concentrate not only on 
how to improve tourists’ satisfaction but also on how to develop hindrances to switching by tourists, in order to enhance 
their destination loyalty 
 

Sungkatavat (2013) stated that Thailand is one of the world’s most popular tourist destinations. However, it has 
not been successful in capturing and sustaining the U.S. travel market, one of the world’s top source markets by 
international tourism expenditure. The destination image (DI) is a key factor that affects destination selection, but there 
has been limited research exploring U.S. travelers’ DI of Thailand. Therefore, the purpose of this research was to 
measure U.S. travelers’ DI of Thailand and identify important attributes for U.S. travelers in terms of destination 
selection using mixed methods of qualitative and quantitative approaches. To explore American travelers’ DI of 
Thailand, personal interviews with 56 U.S. travelers were conducted at Suvarnabhumi Airport in Thailand. Maximum 
variation purposeful sampling was used to ensure diversity of the sample. One interviewer and a verifier ensured 
consistent and credible data collection and analyses. Data analyses included inductive, deductive and cross-case analyses. 
“Friendly People,” “Beaches and Islands,” and “Amazing” described Thailand's DI. First-time visitors had tourist 
attraction and activity-based images, while repeat visitors rated people and culture-related experience as top reasons for 
destination selection. Results from the qualitative study were used to identify common and unique attributes for the 
quantitative survey instrument. To access general perception of Thailand’s DI among U.S. travelers, an online survey 
was conducted with 522 international travelers including non-visitors (n=173), virtual-visitors (n=175) and visitors to 
Thailand (n=174). Descriptive statistics, ANOVA, and factor analyses were conducted. Of five factors that solidified the 
DI of Thailand, cultural attributes and local experiences represented Thailand’s DI the most. DIs were different among 
different types of visitors. Importance-Performance Analysis illustrated Thailand’s destination attributes and their 
importance for destination selection. For U.S. travelers, travel environment was the most important factor but had low 
performance. Thailand tourism organizations may use these findings for future marketing efforts toward the U.S. travel 
market.  
 

Rajesh (2013) developed a destination loyalty theoretical model by using tourist perception, destination image 
and tourist satisfaction. These study analysis components, attributes, factor influencing the destination image and 
examine the tourist satisfaction and determinants of destination loyalty. This is a conceptual paper attempts at evaluating 
recent empirical on destination image, tourist satisfaction and loyalty. The conceptual framework model is developed on 
the basis of existing theoretical and empirical research in the field of destination marketing. The models include four 
constructs. Tourist Perception constructs has been influenced by factors like Historical and Cultural Attractions, 
Destination Affordability, Travel Environment, Natural Attractions, Entertainments and Infrastructure. Destination image 
construct has been influenced by factors like Infrastructure & Facilities, Heritage Attractions, Natural Made Attractions, 
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Destination Safety & Cleanness, Friendly Local Community & Clam Atmosphere, Rejuvenation and Service Price and 
Affordability. The satisfaction construct has been influenced by factors like Entertainments, Destination Attractions and 
Atmosphere, Accommodation, Food, Transportation Services and Shopping. The destination loyalty construct has 
influenced by intentions to revisit, word of mouth promotion and recommending to others. The earlier study result 
reveals that tourist perception, destination image and tourist satisfaction directly influence destination loyalty. The 
outcomes of the study have significant managerial implications for destination marketing managers. 

 
Kim, et al. (2013) investigated and developed a theoretical relationship among destination image, service quality 

and perceived value and to empirically test the constructs that are likely to affect tourist satisfaction, which in turn 
influence revisit intentions and word-of-mouth referrals. The results of empirical study indicated that destination image 
influences service quality and perceived value. In addition, the findings revealed that perceived value has a significant 
effect on satisfaction and loyalty. These research findings contribute to an extant knowledge in this domain, specifically 
focused on a family-oriented destination where it was not studied yet with these relationships. 
 

Mohamad et al. (2011) mentioned that according to the World Travel and Tourism Council, the main problem of 
Malaysia’s tourism industry is image. As a consequence, Malaysia lags behind other leading competitive destinations in 
the region in terms of international tourism receipts. This study develops a model to examine the relationships among 
Destination Image, Customer Satisfaction and Destination Loyalty of tourists. Factor Analysis was used to test the 
factorial validity of constructs and Structural Equation Modelling was used to test the goodness of the proposed 
hypothesized model. The empirical results of this study provide tenable evidence that the proposed model is acceptable. 
The findings indicated that Malaysia was perceived as offering natural scenic beauty supported by good facilities for food 
and accommodation. The results also show that Destination Image is the antecedent to Tourist Satisfaction which, in turn 
has an effect on Destination Loyalty. 
 
 

CONCEPTUAL FRAMEWORK 
 
 This research study investigates theories, definitions, or related literature reviews to further identify the causal 
factors of satisfaction and loyalty towards historical tourism of the world heritage site: Ayutthaya Historical Park. The 
framework was made according to the aforementioned reviews to identify destination image, perceived value, service 
quality, satisfaction, destination loyalty (Marconi, 1998). Furthermore, it also investigated service quality, perceived 
value, satisfaction, destination loyalty of tourists (Bigne et al., 2001), and satisfaction, destination loyalty of tourists 
(Chen & Tsai, 2007: Gallarza & Saura, 2006) 
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RESEARCH METHODOLOGY 
 
 
Introduction 
 

This section clearly defines the research methods used to conduct the causal factors of satisfaction and loyalty 
towards historical tourism of the world heritage site: Ayutthaya Historical Park. The researcher explains how the 
necessary data and information to address the research objectives and questions was collected, presented and analyzed. 
Reasons and justifications for the research design, research instruments, data sources, data collection techniques, data 
presentation techniques and analytical techniques used were given. 

 
Research Design 
 
 The research presented here used quantitative research by distributing a questionnaire as descriptive statistics 
method. Research design identified the causal factors of satisfaction and loyalty towards historical tourism of the world 
heritage site: Ayutthaya Historical Park by investigating variables named as X1, X2, X3, Y1, and Y2. Data was also 
collected from the questionnaire distributed to tourists visiting the Ayutthaya Historical Park in order to test hypothesis. 
 
Population 
 
 Population was collected from 400 tourists visiting the Ayutthaya Historical Park. Each of them was made for 
data collection according to quantitative and qualitative research. 
 
Sample 
 

The survey aiming to answer the research question was administered, by using complete enumeration method 
with 400 tourists. The questionnaires were filled out on a volunteer basis. Of the 400 returned questionnaires, 379 were 
found valid and included in the analysis.  
 
Data Collection Method 
 

A questionnaire was used to collect the data in this study. In order to verify the validity and reliability of the 
scale items prepared on the basis of the researcher’s subject field knowledge, and staffs from the Tourism Authority of 
Thailand, or Ministry of Tourism and Sports. The questionnaire items were then revised on the basis of these interviews 
and the results from the pilot study conducted before the implementation of the actual study.  

 
Data Analysis 
 
  The survey data was analyzed by using SPSS (22.0) and Lisrel (8.80) programs. In order to test the research 
hypotheses, Structural Equation Modeling (SEM) was used. To test the hypotheses, firstly exploratory factor analysis 
was performed to test scales’ content validity, and then using the factors obtained as a result of the exploratory factor 
analysis, the SEM was constructed. SEM consists of two parts: The first of these is the ‘measurement model’ applied by 
linking observed variables to latent variables by using confirmatory factor analysis, and the second is the ‘structural 
model’ applied by linking latent or observed variables to each other by simultaneous equation systems (Schreiber, 2008: 
83). Therefore, to determine whether the statements in the destination image, perceived value, service quality, 
satisfaction, and destination loyalty scales are  significant or not, measurement model needs to be tested and then after 
obtaining a valid measurement model, in the second stage, a structural model needs to be tested. Thus, in this study a 
two-stage SEM was used where, following exploratory factor analysis, firstly the measurement model is tested via 
confirmatory factor analysis method and then the cause and effect relationship between the variables is tested via path 
analysis. 
 
 

CONCLUSION AND RECOMMENDATION 
 
 The research presented here was found to be beneficial to tourism business and service industry, as well as those 
domestic and international tourists visiting the Ayutthaya Historical Park. By investigating the causal factors of 
satisfaction and loyalty towards historical tourism of the world heritage site will obtain any necessary data of destination 
image, perceived value, service quality, satisfaction, and destination loyalty to improve potentiality of the province 
drawing more number of tourists around the world. The results can be further analyzed to improve the operations of 
tourism business and service industry in Ayutthaya province, and can be further referenced for future studies. 
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Lincoln College, becoming a constituent college of the University of Canterbury. In 1990 Lincoln University 
formally separated from the University of Canterbury and became the self-governing national university that 
it is today.
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It was founded in 1559 by John Calvin as a theological seminary and law school. It remained focused on 
theology until the 17th century, when it became a center for Enlightenment scholarship. In 1873, it dropped 
its religious affiliations and became officially secular. Today, the university is the second-largest university in 
Switzerland by number of students. In 2009, the University of Geneva celebrated the 450th anniversary of its 
founding. At least 40% of the students come from foreign countries. The university holds and actively pursues 
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