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Effect of Emotional Intelligence Orientation on Audit Sustainability

of Certified Public Accountants (CPAs) in Thailand

Anucha Thapayom* Phaprukbaramee Ussahawanitchakit’ and Sutana Boonlua®

Abstract

The purpose of this research was to examine the effect of emotional intelligence orientation
on audit sustainability. Data was collected from 290 CPAs in Thailand by questionnaire mail survey.
The statistic used to analyze was the ordinary least square regression. The results revealed that two
dimensions of emotional intelligence orientation (including intrapersonal awareness competency, and
mood creativity focus) had significant positive associations with continuous audit achievement and audit
sustainability, while environmental adaptability potentiality was only significant positive association with
continuous audit achievement. Furthermore, continuous audit achievement had a positive influence on

audit sustainability. The suggestion of this research with the conclusions is highlighted as well.

Keywords: Emotional Intelligence Orientation, Audit Sustainability, Continuous Audit Achievement

1. Introduction

Human intelligence is the intellectual capacity of humans, which is categorized by perception,
self-awareness, consciousness, and volition. Through their intelligence, humans possess the cognitive
capacities to learn, form concepts, understand, apply logic, and reason - including the abilities to
comprehend ideas, recognize patterns, plan, make decisions, solve problems, retain information, and use
language to communicate. Intelligence supports humans to experience and think (Neisser et al., 1996).
Human intelligence can be separated into two main groups including intelligence quotient (1Q), and
emotional intelligence (El) or emotional quotient (EQ). IQ is an assessment of people's cognitive abilities
(intelligence) in relation to their age group. The previous research in psychology showed that many people
with a high IQ have failed in both work and family life (Goleman, 1998a). Thus, IQ alone does not
guarantee success and happiness in life. Work and life need to include El which is an important factor in
bringing people success and happiness to themselves and society.

Emotional intelligence (El) is the ability to perceive and express emotion, assimilate emotion in
thought, understand and reason with emotion and regulate emotion in the self and others (Mayer &
Salovey, 1997). Prior research found that success in life depends on the 1Q of people at only 20%, and

another 80% is other factors such as emotional intelligence (Mayer & Salovey, 1995). Consistent with
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studies of Goleman (1998a) it was found that El is important and has effects on the success of individuals
more than |Q. Individuals scoring high on El were more successful in dealing with negative life event stress
(Armstrong et al., 2011). Hence, El is the factor that can explain why people with a high IQ cannot have
success in life, while some people with a normal IQ can have the most success in life (Goleman, 1995).

El is important for individuals in all types of occupations because El develops a kind of
confidence, enthusiasm, motivation, friendship, and energy in the person. Prior research tested El
alongside 33 other important workplace skills, and found that El is the strongest predictor of performance,
explaining a full 58% of success in all types of jobs (Bradberry & Greaves, 2014). For the auditor, El is very
important because in the operation, auditors will have to face the pressures of society that affect their audit
performance. Auditors must have interaction with people while performing their tasks (Akers & Porter,
2003). Auditors must be able to interact with customers to sell their services, to communicate with an
assistant auditor in order to command or review audit tasks; and to communicate, coordinate, and
exchange information with the government, non-government officers, and others with whom the auditor has
to contend as part of the task. Thus, auditors who do not have the skills to build strong relationships may
feel uncomfortable with daily tasks and may have less satisfaction with the occupation.

Thus, this research attempts to integrate the key components of emotional intelligence
orientation in a new model. The main purpose of this research is to investigate the effects of emotional
intelligence orientation on audit sustainability. The remains of this research are structured as follows. First,
the researcher provides the relevant literatures and hypotheses development of all constructs. Second, the
researcher explains the methodology. Third, the researcher discusses the results of this research. Fourth,
the researcher explains the contributions and directions for future research. Finally, the researcher

concludes of this research.

2. Literature review and hypothesis development

The concept of emotional intelligence (El) was formulated in 1920 by Thorndike, who used the
term “social intelligence” to refer to El. It was later popularized by Mayer et al. (1990), who introduced the
term “emotional intelligence” to the field of psychology and Goleman (1995), who published a book on
emotional intelligence. Nowadays, emotional intelligence is a popular concept, which has an effect on
capability to work more than twice as much as intellectual intelligence (Goleman, 1998a; 1998b).

Prior studies separated the dimension of El into two groups including the ability model and trait
(or mixed) model. The ability model (Mayer & Salovey, 1997) focuses on an individual's cognitive ability to
recognize emotions, understand the information of the emotions, incorporate emotion-related feelings, and
manage the emotions appropriately. Trait or mixed model (Bar-On, 1997; Goleman, 1998b) El should be
more emphasized as to personality traits than cognitive and mental abilities. The difference between the
ability model and the mixed model is the ability-based model that focuses on performance-based

measures while the mixed model looks at both potentiality factors and personality traits (Heindel, 2009).

215a1SMSUNYBIA:NISOANIS  UNNINENAgUnIasAIl
Un 10 aUui 3 n.A.-ng. 61




Effect of Emotional Intelligence Orientation on Audit Sustainability of Certified Public Accountants... / Anucha Thapayom et al.

Hence, this research uses a dimension of the Bar-On model because it was clear about the intention to
focus on emotionally and socially competent behavior which correspond with the tasks of auditors who
have been affected by the society and emotions. Therefore, the conceptual model presents the relations

between emotional intelligence orientation and audit sustainability as shown in Figure 1.

Figure 1: Conceptual model of emotional intelligence orientation and audit sustainability

H1b-H5b (+)
Emotional Intelligence Orientation
® |ntrapersonal Awareness Competency
® |nterpersonal Relationship Capability  |H1a-H5a (+) | continuous Audit | H6 (+) Audit
® Stress Management Ability Achievement Sustainability
® Fnvironmental Adaptability Potentiality
® Mood Creativity Focus

2.1 Emotional intelligence orientation

Emotional intelligence orientation refers to the ability to identify, use, understand, and manage
the feeling, emotions and needs of one’s self and others in positive ways to relieve stress, communicate
effectively, empathize with others, overcome challenges and defuse conflict (Mayer & Salovey, 1997;
Goleman, 1998b; Bar-On, 2000).

The prior research found that El plays a key role in the success of the individual and particular
success in the workplace (Goleman, 1995). Moreover, El is a key factor in determining the ability of people
to succeed in life. El is a key factor to the success of performance in all types of jobs (Bar-On, 2002).
Individuals scoring high on El were more successful in dealing with negative life stress events (Armstrong
et al., 2011). In addition, El also has a significant role in building confidence and success in work and will
help in facing the challenges that arise from globalization and business competitiveness (Kahtani, 2013).
Prior research shows empirical evidence that the developments in El are significantly correlated with
increasing performance, both in the workplace and in learning (Braidfoot & Swanson, 2013). Besides,
emotional intelligence is an important underlying factor that may interact with pressure and other variables
that will influence the judgments and decisions of the auditors (Yang, 2013).

2.1.1 Intrapersonal awareness competency refers to the ability to think about and understand
one's self, to be aware of one's strengths and weaknesses, and to plan effectively to achieve personal
goals, reflecting on and monitoring one's thoughts and feelings and regulating them effectively (Bar-On,
2006; Grubb & McDaniel, 2007). In addition, intrapersonal awareness competency dimension include the
following subdimensions: emotional self-awareness, assertiveness, self-regard, independence and self-
actualization. From the literature review it was found that individuals with more levels of intrapersonal
intelligence are able to identify their emotions and use them to guide their behavior (Bar-On, 2006).

215a1sMSUNYBIA:NISOANIS  UNNINENAgUnIasAILl
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Furthermore, Day (2000) indicated that there are specific intrapersonal emotional intelligence
competencies that are even more significant for leaders, because strong leaders must have the ability
to play the right role and respond appropriately to each situation. Also, intrapersonal competency has
a positive association with honesty, ethics, and empowerment. The intrapersonal competencies are the
foundation of an emotionally intelligent leader (Heindel, 2009).

For accounting research, prior research found that intrapersonal skill has positive influences
on professional practice and job success (Pornpandejvittaya & Sukkhewat, 2011). Consistent with Durgut
et al. (2013), it was found that independency and self-actualization have a significant relationship with the
success of accounting subjects. Moreover, Bay and McKeage (2006) said that self-awareness is a skill that
may help accountants better perform in many areas such as leadership, customer relations management,
and decision-making. Similarity, Jannopat and Ussahawanitchakit (2013) showed that self-awareness has
a significant relationship with audit judgment and audit quality. Therefore, the associations are
hypothesized as follows:

Hypothesis 1: Intrapersonal awareness competency will positively relate to a) continuous
audit achievement and b) audit sustainability.

2.1.2 Interpersonal relationship capability refers to the ability to recognize the feelings of
other people that are facilitated by linguistic skill and ability to be aware of and understand the emotions
and feelings of others to create and maintain positive relationships with others (Bar-On, 2006; Shearer,
2006). This dimension includes empathy, social responsibility and interpersonal relationship sub-
dimensions. From the literature review it was found that interpersonal relationship capability is important in
all types of careers because this skill is very important in that employers identify them as “the number one
differentiator” for job applicants in all types of industries (Sutton, 2002). Building on interpersonal abilities is
at the heart of effective relationships and are evidenced in the capacity to establish positive relationships,
communicate effectively, manage conflict, and cooperate with others (Bar-On, 2000). Also, Afshar, and
Rahimi (2014) stated that interpersonal skill correlated significantly and highly with speaking abilities.

In accounting research, prior research found that accountants with better interpersonal skills
created better relationships with clients to meet the needs of employers, and thereby, had rewarding lives
and satisfying careers (Kermis & Kermis, 2010). Besides, interpersonal relationships have a positive
association with the success of accounting subjects (Durgut et al. 2013). Consistent with Akers and Porter
(2003), interpersonal skills are important for audit professionals because auditors must be able to interact
with customers to sell their services, to communicate with an assistant auditor in order to command or
review audit tasks, and to communicate, coordinate, and exchange information with the government, non-
government officers, and others with whom the auditor has to contend as part of the task. Furthermore,
Glodstein (2014) investigated the relationship between the El of accountants and job satisfaction. The
results of the research indicate that interpersonal factors were found to be a significant predictor of job

satisfaction. Respectively, the related hypotheses are postulated as the following:
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Hypothesis 2: Interpersonal relationship capability will positively relate to a) continuous audit
achievement and b) audit sustainability.

2.1.3 Stress management ability is defined as the skills to cope with stressful situations and
control one’s emotions such as abilities like stress tolerance and impulse control (Bar-On, 2006; Archer,
2012). In addition, stress management ability dimension includes the following sub-dimensions of stress
tolerance and impulse control. From the literature review it was found that persons who are emotional
intelligence are thought to manage their stress effectively as a result of their greater emotional knowledge,
basic emotional skills, and their ability to regulate their emotions (Mayer et al., 1999). Also, stress
management is a key factor in determining the ability of people to succeed in life (Bar-On, 2002). On the
part of business research, the role of emotion regulation is to understand the different types of emotions,
and even more so control impulsive actions which are appropriate for the situation. Managers must have
the ability to control emotions, manage emotions, and find a more effective strategy (Khosravi et al., 2011).

On the part of accounting research, stress management plays a large role in organizational
life that may allow accountants to increase performance in areas including leadership, decision-making,
and client relations as well as the integrity to gather and maintain accurate financial records. Stress
management is vital for successful careers as professional accountants, as recognized by the Institute of
Management Accountants and the AICPA. Also, stress management is important in helping accountants
make decisions more efficiently. Bookkeepers must have the ability to control and manage their emotions,
and find emotion-controlling tactics that are more effective (Bay & McKeage, 2006). Auditors need to be
able to manage complex and stressful situations through effective planning, organizing, leading, and
controlling (Wong et al., 2007). Auditors who lack stress management skills found that the effectiveness of
their audit practice might decrease. Therefore, the associations are hypothesized as follows:

Hypothesis 3: Stress management ability will positively relate to a) continuous audit
achievement and b) audit sustainability.

2.1.4 Environmental adaptability potentiality refers to the ability to use emotions to change
and adapt to daily demands of life in a flexible and effective manner (Bar-On, 2006; Grubb & McDaniel,
2007). This dimension comprises the reality-testing, flexibility and problem-solving sub-dimensions. Based
on research findings, Bar-On (2006) indicated that flexibility is closely associated with the ability to adjust
to different social environments. As such, it is an extremely important El factor for individuals as well as
organizations, and a major contributor to organizational survival. In order to survive in a dynamic market
economy, organizations must be flexible and ready to rapidly and adequately meet change. Likewise,
problem-solving is important for understanding emotions in order to solve problems (or possibly to solve
problems with emotional content). Problem-solving is especially critical for effective strategic planning; it is
essential in anticipating and dealing with potentially complex problems on a large scale. In addition, Afshar
and Rahimi (2014) found that higher levels of adaptability correlated significantly and highly with speaking
abilities. Also, adaptability skill had a strong link with impression management behavior (Jain, 2012).
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In accounting research, Saklofske et al. (2012) indicate that higher levels of adaptability are
associated with higher academic success. Consistent with the result of Durgut et al. (2013), adaptability
(flexibility and problem-solving), which is a dimension of emotional intelligence, had an influence on the
success of accounting subjects. In addition, Pornpandejvittaya and Sukkhewat (2011) found that
adaptability has positive influences on professional practice. Also, professional practice is likely to have a
positive effect on job success. Respectively, the related hypotheses are postulated as the following:

Hypothesis 4: Environmental adaptability potentiality will positively relate to a) continuous
audit achievement and b) audit sustainability.

2.1.5 Mood creativity focus refers to the ability to make a positive feeling regarding self,
others and life in general, and ability to motivate oneself and remain optimistic (Bar-On, 2006; Sabittha &
Panchanatham, 2011). This dimension includes the sub-dimensions of happiness and optimism. The role
of mood creativity focus is a popular issue concerning how it can influence the managerial behavior of a
person. From prior research, Bar-On (2006) indicated that happy people often feel good and at ease in
both work and leisure; they are able to “let their hair down” and enjoy the simple opportunities for having
fun. Self-motivation can help individuals to take the initiative and do the hard work to improve themselves.
Besides, individuals with self-motivation do not give up easily when facing problems or frustration (Kahtani,
2013). In this area of business research, motivation relate to job efficiency and operational success. Also,
the happiness factor has a positive relationship with overall employee engagement (Heindel, 2009).

On the part of accounting research, mood has positive influences on professional practice.
Also, professional practice is likely to have a positive effect on job success (Pornpandejvittaya &
Sukkhewat, 2011). Likewise, Akers, and Porter (2003) stated that self-motivation is a significant factor for
the success of the accounting profession. Moreover, Pimpaporn (2012) found the positive relationship
between self-motivation with the operational success and job efficiency of auditors. Also, self-motivation
focus has a significant, positive relationship with accounting practice efficiency, accounting judgment,
accounting professionalism, professional success, and professional survival (Kaeswyong et al., 2014).
Respectively, the related hypotheses are postulated as the following:

Hypothesis 5: Mood creativity focus will positively relate to a) continuous audit achievement
and b) audit sustainability.

2.2 The relationship between continuous audit achievement and audit sustainability

The consequences of emotional intelligence orientation in this research are continuous audit
achievement and audit sustainability. This part emphasizes the effects of continuous audit achievement on
audit sustainability.

2.2.1 Continuous audit achievement refers to the results of an audit that meets the goals and
strategies of the prescribed audit and its effect on client acceptance, client satisfaction, and the financial
users’ confidence (Jiang et al., 2010). In determining what is needed for the future, one tries to make it

occur, or one refers to a set of results in mission-critical needs; and the goals are less specific than the
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objectives. The objectives will be set up after the goal. The goal is to help auditors think about ways that it
can be brought to fruition (Jiang et al., 2010). The audit is intended to relate to the financial statements that
will be audited in order to use them with confidence. The performance audit in accordance with the
policies and standards is set to increase the efficiency and effectiveness of the audit by the elements of
the audit plan, inspection methods, evidence of performance, and audit reporting. All procedures were
performed in accordance with the purpose of checking the results for practical purposes in efficiency and
effectiveness in line with the main goal of the scheduled inspection.

Prior research indicated that enhancing audit quality is the only sustainable way to achieve
the audit goal, and that the audit’'s achievement is a continuous audit operation with target clients that
gains audit quality (Chang et al., 2008). Moreover, audit achievement is factors causing audit sustainability
(Robkob & Ussahawanitchakit, 2009). In this research, audit sustainability refers to a stakeholder’s
acceptance about the individual image, reputation and ability of the auditor, and to be assured of an
increase in new clients and retaining previous clients, respectively (Chen et al., 2002). Therefore, the
associations are hypothesized as follows:

Hypothesis 6: Continuous audit achievement will positively relate to audit sustainability.

3. Methodology

3.1 Sample selection and data collection procedure

The population is certified public accountants (CPAs) in Thailand. The sample is selected from
the online data base of the Federation of Accounting Professions under the Royal Patronage of his Majesty
the King (www.fap.or.th). The auditors are active in the database totaling 9,535 CPAs (information drawn
on May 8, 2016). Accordingly, an appropriate sample size is 369 CPAs under the 95% confidentiality rule
(Krejcie & Morgan, 1970). Based on prior business research, a 20% response rate for a mail survey,
without an appropriate follow-up procedure, is deemed sufficient (Aaker et al., 2001). Thus, 1,845 mailed
questionnaires are appropriate for a distributed mail survey. With regard to the questionnaire mailing, 87
surveys were undeliverable. Deducting the undeliverable from the original 1,845 mailed, the valid mailing
was 1,758 surveys, from which 296 responses were received. Due to six found incomplete and with
response errors. As a result, completed questionnaires are 290.

The effective response rate was approximately 16.50%, less than 20% because it may be due to
the busy work demands in public accounting across the first calendar quarter as a cultural phenomenon
(Sweeney & Summers, 2002). However, the acceptable criterion for the minimum sample size is that it
should never fall below five observations for each interdependent variable; it was 16x5 which is
approximately 80 (Hair et al., 2010).Thus, 290 auditors are an acceptable sample size for employing

multiple regression analysis.
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3.2 Test of non-response bias

To test non-response bias and to detect and consider possible problems with non-response
errors was investigated by t-test that followed to Armstrong and Overton (1977). The researcher was
compared early and late responses about gender, age, marital status, and audit experience. The results
were not significant between early and late responses. Therefore, it was implied that these received
questionnaires show insignificant non-response bias for the analysis in this research.

3.3 Variable measurement

To measure each construct in the conceptual model, all variables are anchored by five-point
Likert scale, ranging from 1 (strongly disagree) to 5 (strongly agree) excluding control variables. In
addition, all constructs are developed for measuring from definition of each constructs and examine the
relationship from theoretical framework and prior literature reviews. Hence, the variable measurements of
this research are described as follows:

3.3.1 Dependent variable

Continuous audit achievement is measured via achieved the goals, performance consistent
with planning, risk assessment, audit process, report presentation. This construct is developed as an
adopted scale, inclusive of four items.

Audit sustainability is the ending dependent variable in this research. This construct is
measured via good client relationship, the enhancement of opportunities to get new clients and achieving
their objectives or goals for the long-term. This construct is an adopted scale, including four items.

3.3.2 Independent variables

Emotional intelligence orientation includes five dimensions: intrapersonal awareness
competency, interpersonal relationship capability, stress management ability, environmental adaptability
potentiality, and mood creativity focus. The variable measurements of each dimension are described as
follows:

Intrapersonal awareness competency is measured via five sub-dimensions as follows:
emotional self-awareness, assertiveness, self-regard, independence and self-actualization. This construct
is measured using a five-item scale, developed as a new scale, based on its definition.

Interpersonal relationship capability is measured via three sub-dimensions as follows:
empathy, social responsibility and interpersonal relationships. This construct is measured using a five-item
scale, developed as a new scale, based on its definition.

Stress management ability is measured via five sub-dimensions as follows: stress tolerance
and impulse control. This construct is measured using a four-item scale, developed as a new scale, based
on its definition.

Environmental adaptability potentiality is measured via three sub-dimensions as follows:
reality-testing, flexibility and problem-solving. This construct is measured using a four-item scale,

developed as a new scale, based on its definition.
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Mood creativity focus is measured via two sub-dimensions as follows: happiness and
optimism. This construct is measured using a four-item scale, developed as a new scale, based on its
definition.

3.3.3 Control variables

Control variables in this research comprise age and gender. Based on the sample data, age
is represented by a dummy variable including 0 (less than or equal to 40 years old), and 1 (more than 40
years old). Gender is represented by a dummy variable including 0 (male), and 1 (female).

3.4 Reliability and validity

In this research, the Cronbach’s alpha was used to test the reliability of the measurement.
Coefficient alpha indicates the degree of internal consistency among items that should be greater than
0.70 (Hair et al., 2010). Also, convergent validity was tested by the factor loading, each of construct should

be greater than the 0.40 cut-off and all factors are statistically significant (Hair et al., 2010).

Table 1: Result of measure validation

Variables Factor Loadings Cronbach’s Alpha
Intrapersonal Awareness Competency (IAC) .634-.841 .839
Interpersonal Relationship Capability (IRC) .656-.924 .885
Stress Management Ability (SMA) .855-.931 .926
Environmental Adaptability Potentiality (EAP) .532-.854 877
Mood Creativity Focus (MCF) 757-.912 .857
Continuous Audit Achievement (CAA) .728-.820 765
Audit Sustainability (ASA) .715-.904 .835

The results of measure validation show in table 1. Table 1 presents all variables have factor
score between 0.532 - 0.931 indicating that there is the construct validity. Moreover, the reliability of all
variable is accepted because Cronbach’s alpha for all variables are shown between 0.765 — 0.926.

3.5 Statistical techniques

All dependent and independent variables in this research are the metric scale. Therefore, OLS
regression is appropriate technique to test all hypotheses. From the conceptual model and hypotheses,
the following five equation models are formulated:

Equation 1: CAA = d., + BAGE + B,GEN +€,

Equation 2: CAA = @, + B,AC + B,IRC + B,.SMA + B,EAP + B.MCF + BAGE + B,GEN +E,
Equation 3: ASA = d., +[B,AGE + B,,GEN +€,

Equation 4: ASA = o, + BJAC + B,RC + fB,,sMA + B, EAP + B, MCF + B, AGE + [B,,GEN +E,
Equation 5: ASA = o, + [8,,CAA + B, AGE + B,,GEN +E,
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4. Results and discussion

Table 2 shows descriptive statistics and correlation matrix for all variables. Correlation
coefficients of variables are ranging from 0.422 - 0.783. With respect to potential problems relating to
multicollinearity, variance inflation factors (VIF) were used to test the inter correlations among independent
variable. In this research, the VIFs range from 1.000 to 3.652, well below the cut-off value of 10 (Hair et al.,
2010), meaning that the independent variables are not correlated with each other. Therefore, there are no

substantial multicollinearity problems encountered in this research.

Table 2: Descriptive statistics and correlation matrix

Variables IAC IRC SMA EAP MCF CAA ASA AGE GEN
Mean 4.055 4.201 4.205 4.159 4.022 3.890 3.765 n/a n/a
S.D 494 495 .530 .500 .558 .562 .604 n/a n/a
IAC 1
IRC .633*** 1
SMA 600 . 738*** 1
EAP .632%*  706** 762 1
MCF 627 ee6™*  .681** 783" 1
CAA 6697 491 488** 5757 585%™ 1
ASA L2777 4T8F 4220 K107 B20™* 716™ 1
AGE .099 .027 .013 .024 .069 132% 15 1
GEN -.079 -.061 .008 -.030 .018 -.052 =124 - 129* 1

%< 0.01,* p < 0.05

Table 3 shows the results of OLS regression analysis for effects of each dimension of emotional
intelligence orientation on its consequences. Also, this table shows the effects of continuous audit
achievement on audit sustainability.

For the emotional intelligence orientation dimensions, the results show that intrapersonal
awareness competency has a significant positive influence on continuous audit achievement (8, = 0.475,
p < 0.01) and audit sustainability (8,, = 0.458, p < 0.01). Thus, auditors with greater intrapersonal
awareness competency are able to recognize their own emotions, and understand the complex emotions
which help make better decisions and solve difficult problems which have resulted in increased
performance. Therefore, Hypotheses 1a and 1b are supported.

Secondly, interpersonal relationship capability has no significant effects on continuous audit
achievement (B8, = -.040, p > 0.10) and audit sustainability (8,, = .063, p > 0.10). This may be due to the

nature of auditors in this research because the average of audited financial statements per year is less
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than 50 statements. It indicates that mostly auditors are working in small office or part time. Thus, auditors

will have audit financial statements through accounting office. Auditors do not have direct contact with

customers. As a result, this ability is not important to the auditor in order to achieve continuous audit

achievement and audit sustainability. Thus, Hypotheses 2a and 2b are not supported.

Table 3: Results of hierarchical regression analysis for effects of each dimension of emotional intelligence

orientation on its consequences

Independent Variables

Dependent Variables®

CAA CAA ASA ASA ASA
Intrapersonal Awareness AT75%* 458
Competency (IAC : H1a-H1b) (.059) (.063)
Interpersonal Relationship -.040 .063
Capability (IRC : H2a-H2b) (.069) (.074)
Stress Management Ability -.033 -.105
(SMA : H3a-H3b) (.073) (.078)
Environmental Adaptability A7 128
Potentiality (EAP : H4a-H4b) (.080) (.085)
Mood Creativity Focus .199*** .160**
(MCF : H5a-H5b) (.072) (.077)
Continuous Audit Achievement 710*
(CAA : H6) (.041)
Age (AGE) 257 A37 .204* .093 .021
(.119) (.086) (.118) (.091) (.084)
Gender (GEN) -.074 -.013 -.232* -.160* -179**
(.124) (.090) (.123) (.096) (.087)
Adjusted R® .012 493 .019 422 515
Maximum VIF 1.017 3.652 1.017 3.652 1.033

*** 1n<0.01, ** p<0.05, * p<0.10, * Beta coefficients with standard errors in parenthesis

Thirdly, stress management ability has no significant effects on continuous audit achievement

(B;=-.033, p>0.10) and audit sustainability (8,, = -.105, p > 0.10). It may be implied that stress

management ability helps the auditors’ response to the pressure and the situation effectively for prevent

negative impacts on only work and life. Therefore, the auditor has great stress management ability just

allows auditors to work on their own capabilities. It is not enough to improve audit performance because

audit performance depends on other factors such as knowledge, experience, competency, and other.

Thus, Hypotheses 3a and 3b are not supported.
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Fourthly, environmental adaptability potentiality has a significant positive influence on continuous
audit achievement (8, = 0.171, p < 0.05). Environmental adaptability potentiality enhances auditors focus
on reality-testing, flexibility and problem-solving. Thus, auditors with greater environmental adaptability
potentiality tend to encourage more continuous audit achievement. Therefore, Hypothesis 4a is supported.
Besides, environmental adaptability potentiality has no significant effects on audit sustainability (8,, = .128,
p > 0.10). It may be implied that auditors may be lacking knowledge and skills related to direct operations.
Those are factors that affect audit sustainability, which environmental adaptability potentiality alone is not
enough to succeed. Therefore, Hypothesis 4b is not supported.

The last dimension of emotional intelligence orientation, mood creativity focus has a significant
positive influence on continuous audit achievement (8, = .199, p < 0.01) and audit sustainability (8, =
0.160, p < 0.05). Auditors who have mood creativity focus are able to use themselves or their personall
needs to change and drive in the direction to achieve the goal. Mood creativity focus can help auditors to
take the initiative and perform the hard work to improve them. Auditors with mood creativity focus do not
give up easily when facing problems or frustration. Therefore, Hypotheses 5a and 5b are supported.

Additionally, the finding indicates that continuous audit achievement has a significant influence
on audit sustainability (B,, = .710, p < 0.01). Auditors who have continuous audit achievement are the
results of an audit that meets the goals and strategies of the prescribed audit and its effect on client
acceptance, client satisfaction, and the financial users’ confidence. This finding confirms that continuous
audit achievement is important in that it creates audit sustainability. Hence, Hypothesis 6 is supported.

For the control variables, gender has a negative influence on audit sustainability. Consistent with
Khalkhali et al. (2014) indicated that average job performance of men auditor is better than women auditor.
Moreover, age has a positive influence on continuous audit achievement. Consistent with prior research

indicated that age has an effect on the practices and performance of an accountant (Firth, 2002).

5. Contributions

5.1 Theoretical contribution

This research is an attempt to provide a clearer understanding of the emotional intelligence
orientation - audit sustainability relationships. It provides unique theoretical contribution expanding on
previous knowledge and literature of emotional intelligence orientation and audit sustainability. Likewise,
this research explicitly considers emotional intelligence orientation in five dimensions, including
intrapersonal awareness competency, interpersonal relationship capability, stress management ability,
environmental adaptability potentiality, and mood creativity focus. For advancing the field theoretically, this
research has attempted to focus on the aforementioned relationships of certified public accountants

(CPAS) in Thailand.
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5.2 Professional contribution

This research has potential implications for auditors. The first, this research helps the auditors to
identify and justify the main components of emotional intelligence orientation that may be more critical in
audit sustainability. The findings of this research suggest components of emotional intelligence orientation
(especially, intrapersonal awareness competency, environmental adaptability potentiality, and mood
creativity focus) which are the main components for enhancing the audit outcomes. Secondly, this
research can facilitate auditors, particularly in Thailand, to understand how their auditors achieve success,
thus becoming a foundation for audit sustainability. Finally, for gaining superior performance in the audit,
auditors should generate and utilize emotional intelligence orientation which leads to improve continuous

audit achievement and audit sustainability.

6. Conclusion

The purpose of this research is to examine the effect of emotional intelligence orientation on
audit sustainability. The results indicated that two dimensions of emotional intelligence orientation
(including intrapersonal awareness competency, and mood creativity focus) have a significant positive
association with continuous audit achievement and audit sustainability, while environmental adaptability
potentiality only significant positive association with continuous audit achievement. Furthermore,
continuous audit achievement has a positive influence on audit sustainability. From the results, it can be
summarized that auditors with great emotional intelligence orientation level (especially, intrapersonal
awareness competency, environmental adaptability potentiality, and mood creativity focus) will increase
continuous audit achievement, which leads them to audit sustainability.

This research has some limitations that should be mentioned. Firstly, the research was collected
data during the busy season of the auditor. As a result, the response rate was relatively low (16.50%) and
the result of this research is derived from CPAs in Thailand. Thus, future research should be examined in
different groups of samples (such as tax auditors) and/or comparative populations, or from auditors in
other countries in order to verify the generalizability of the results, increase the level of reliable results, and

expand the usefulness of the results.
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Environmental Management Accounting Capability on Sustainable Performance
Development and Firm Survival: Empirical Evidence from
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Abstract

The purpose of this study was to examine the effect of environmental management accounting
capability on sustainable performance development and firm survival. Data was collected in 2016 from
107 certified ISO 14000 firms in Thailand by questionnaire mail survey. The statistic used to analyze was
the ordinary least square regression. The results revealed that two dimensions of environmental
management accounting capability including environmental reporting transparency emphasis and
environmental improvement disclosure implementation, had a significant positive influence on sustainable
performance development and firm survival meanwhile only environmental identification efficiency
orientation and environmental auditing effectiveness focus had significantly positive influence on
sustainable performance development. Furthermore, sustainable performance development had a positive

influence on firm survival. The suggestion of this research with the conclusions is highlighted as well.

Keywords: Environmental Management Accounting Capability, Firm Survival, Sustainable Performance

Development

1. Introduction

For a decade, the world has had high growth in the aspects of economic and technology.
This growth brings industry sectors to require continuous consumption of natural resources for produce
more superior quality of goods than other competitors in order to achieve better long-term financial
performance (Namakonzi & Inanga, 2014). These manufacturing activities can cause air, water and soil
pollution such as by producing waste from industry and sending greenhouse gases to in the atmosphere.
In addition, the emission of toxic gases, waste and effluents produced from the manufacturing is
uncontrolled and becomes a major environmental impact including climate change, global warming, and
ozone depletion (Ratnatunga & Balachandran, 2009).

As aforementioned, firms have faced mounting pressure to change, including increased
environmental legislations and growing environmental awareness of their stakeholders about the impact of

firm operations on the environment and society (Medley, 1997). These concerns are forcing many firms to
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seek for new, creative, and cost effective ways to minimize environmental problems (Muza & Magadi,

2014). Managers do not have accurate environmental information for environmental activity
management to achieve sustainable development due to the fact that financial accounting could not
completely support the decision-making (Tsui, 2014). Thus, global organizations for the accountancy
profession are now confronting the demand for awareness accounting-related to environmental issues.

Based on the problem above, the International Federation of Accountants (IFAC) provides
specific instructions for environmental management accounting (EMA) to solve the problem of conventional
accounting practices by representing a broader term of environmental information. EMA focuses on
providing environmental information for internal decision-making purposes both in economic and non-
economic aspects (Muza & Magadi, 2014). Additionally, EMA can help external stakeholders to gain clarity
on detailed information about environmental performance of a firm (Pagalung, 2016). Thus, in the green
society era today, there are an increasing number of firms adopting and implementing EMA because it has
been accepted to deliver many benefits to the users. Firms should focus on development and
improvement of the capability of a firm about EMA for success in the green society.

Thus, this research attempts to integrate the key components of environmental management
accounting capability in a new model. The main purpose of this research is to investigate the effects of
environmental management accounting capability on sustainable performance development and firm
survival. The remains of this study are structured as follows. Firstly, the researcher provides the relevant
literatures and hypotheses development of all constructs. Secondly, the researcher explains the
methodology. Thirdly, the researcher discusses the results of this study. Fourthly, the researcher explains

the contributions and directions for future research. Finally, the researcher concludes of this research.

2. Literature review and hypothesis development

From literature review, EMA is divided into two functions that include internal and external
functions (Ministry of Environment, 2005). On the part of internal function, EMA focuses on the preparation
of appropriate financial and non-financial information related to physical and monetary environmental
aspects. Physical EMA data refers to the impact of a firm on the natural resource. It presents in terms of
physical units such as joules of energy used per unit product, or kilograms of material per customer
served. Meanwhile, monetary EMA data refers to the costs of the firm’s consumption of natural resources
and costs for preventing environmental damage (Tsui, 2014). It presents in terms of monetary units such as
costs of fines for breaking environmental laws and investment in capital projects that improve the
environment (Burritt et al., 2002). In the part of external function, EMA can be placed within the concept of
social accounting. It can help a firm to prepare and disclose the quantitative measurable results of
environmental activities in environmental or sustainability reporting to stakeholders (UNDSD, 2002). Thus,
firms should focus on improvement of the capability of a firm about EMA for success in the green society

because environmental management accounting capability is a beneficial tool that helps firms to identify
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and collect of the environmental data, including the auditing and reporting of environmental performance
to both internal and external stakeholders (IFAC, 2005; Tsui, 2014). Therefore, the conceptual model
presents the relations between environmental management accounting capability and firm survival as

shown in Figure 1.

Figure 1: Conceptual Model of Environmental Management Accounting Capability and Firm Survival

| H1b-H5b (+)

Environmental Management Accounting Capability

® Environmental Identification Efficiency Orientation

® FEnvironmental Practice Proficiency Capability Sustainable

H1a-H5a (+) H6 (+) Firm
® FEnvironmental Reporting Transparency Emphasis Performance
Survival

® Environmental Auditing Effectiveness Focus Development

® Environmental Improvement Disclosure Implementation

2.1 Environmental management accounting capability

Environmental management accounting capability refers to the capability of firm to manage
environmental performance through identifying environmental issues and implementing appropriate
accounting practices in order to collect, calculate, and analyze of the environmental data, including the
reporting and auditing of environmental performance.

From the prior research and literature, the issue of EMA receives worldwide attention of
researchers and academicians because it is a new managerial technology in a sector of their management
strategies to give essential information involving corporate environmental management (Setthasakko,
2010). Environmental management accounting capability is one of the fundamental tools to success in the
environmental management of the firm. It also plays a very important role in significant internal decision-
making improvement about environmental management (IFAC, 2005). Moreover, the capability of a firm
about EMA can assure transparency for the firm to clearly disclose environmental reporting. It is utilized
to gain more public trust and enhance the image of the firm (Berthelot et al., 2003).

2.1.1 Environmental identification efficiency orientation refers to the ability of firm to
accurately specify of environmental costs related to environmental operation during the normal course
of business, as well as accurately specify of environmental benefits that are received from good
environmental management (Vasile & Man, 2012). From the literature review, the identification of
environmental costs and benefits from the firm's operations during the regular operation of business is
the first step in the process of environmental management for sustainable development because it is the
beginning of clearly measuring a firm's results from an environmental perspective (Ministry of Environment,
2005). Prior research found that if firm has a good process to identify environmental cost for cost saving,

it can help firm to improve the performance over the long-term (Johnson, 2004). Moreover, Jasch (2003)

215a1sMSUNYBIA:NISOANIS  UNNINENAgUnIasAILl
UA 10 avui 3 n.A-ng. 61

19



Environmental Management Accounting Capability on Sustainable Performance... / Worapan Ratanasongtham et al.

indicated that EMA procedure allows managers to identify the opportunities for cost savings from good
environmental management. Therefore, the associations are hypothesized as follows:

Hypothesis 1: Environmental identification efficiency orientation will positively relate to
a) sustainable performance development and b) firm survival.

2.1.2 Environmental practice proficiency capability refers to the ability of firm to develop
and implement an appropriate accounting system related to the environment in order to have a collect,
calculate, and analyze the environmental costs and benefits from the normal course of business activities
(Munteanu, 2013). From the literature review it was found that environmental practice in part of accounting
is becoming extremely important, not only for environmental management decisions, but it also provides
accounting information related to all activities of the administration; for example, in product design, cost
allocation, capital budgeting, and product pricing (Jing & Songging, 2011). For accounting research,
prior research found that EMA practice is a beneficial procedure for management with an interest in the
environment (Burritt et al., 2002). The principles of EMA practice not only give the environmental cost
information for business decision-making, but also give the physical flow information such as the use of
raw materials and rate of waste. It can help managers in their strategic planning and can help them to
identify and reduce business activities that negatively impact society and the environment (Howes, 2004).
Therefore, the associations are hypothesized as follows:

Hypothesis 2: Environmental practice proficiency capability will positively relate to
a) sustainable performance development and b) firm survival.

2.1.3 Environmental reporting transparency emphasis is defined as the ability of firm to
prepare and present the information related to the environment of the firm to a group of interested parties
which can be used in management and economic decisions-making with reliability, neutrality,
completeness, and verifiability (Khuntia, 2014). The purpose of the environmental reporting is to provide
current information relevant to the decisions of a group of interested parties. Environmental reporting
includes two functions. The first function is an external function. It serves about disclose the valuable
environmental information to stakeholders for decision-making. Next is an internal function. It serves to
review the environmental policy, environmental objectives, environmental action plans, and encourages
executives and employees featured in environmental activities (Ministry of Environment, 2005). Prior
research found that the firm that can provides useful environmental information to its stakeholders, it may
be beneficial to financial and non-financial performance. Particularly, firm image and share price may
increase (Khuntia, 2014). Moreover, environmental reporting may influence the interpretation of
stakeholders on the firms’ financial performance and increase investor confidence, leading to a lower cost
of capital (Cormier & Magnan, 2003). Therefore, the associations are hypothesized as follows:

Hypothesis 3: Environmental reporting transparency emphasis will positively relate to

a) sustainable performance development and b) firm survival.
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2.1.4 Environmental auditing effectiveness focus refers to the ability of firm to evaluate the
environmental performance which an evaluates the business information that is collected and focuses on
activity monitoring, processes, and management that are related to environmental issues (Gui-zhen et al.,
2007). Environmental auditing is an important component of environmental management systems. It is the
system which has documents including schedule, time and objectives for the environmental assessment
of firm. It focuses on the physical or monetary environmental information that checks and verifies the data,
information, and processes (Gui-zhen et al., 2007). Moreover, environmental auditing can add value to the
management approaches being taken by firms, and is a way of identifying, evaluating and managing
environmental risks (Department of Environmental Affairs and Tourism, 2004). Previous literature found that
environmental auditing serves as an important environmental management tool for the development
performance of firms and industries in the long- term. Similarly, Thompson and Wilson (1994) found that
environmental auditing is the monitoring process of the environmental management system, compliance
with laws, regulations, policies, and the development of an action plan to deal with defects leading to
enhancing firm performance. Therefore, the associations are hypothesized as follows:

Hypothesis 4: Environmental auditing effectiveness focus will positively relate to a)
sustainable performance development and b) firm survival.

2.1.5 Environmental improvement disclosure implementation refers to the ability of firm to
inform the public about the firm’s operations about environmental protection, controlling and preventing
environmental problems through determining the business policy, seeking a way to new accounting
techniques, creating conscience as to environmental concern, and promoting activities related to
environmental development (Mathur & Mathur, 2000). In accounting literature, environmental disclosure is
a voluntary disclosure about the environmental information to the public that surpass mandatory disclosure
(Bowen, 2009). However, most of the firms have concern and are encouraged to conserve the environment.
The firms focus on the disclosure of the improvement in their business operations that impact the
environment so as to attract investors and fulfill the demands of stakeholder groups (Norhasimah et al.,
2016). Prior research indicated that voluntary environmental disclosure such as environmental
conservation activities and an environmental solutions policy on the firm’s website is positively related to
litigation outcomes in the form of a reduced punitive damage award (Lee and Sweeney, 2015). Likewise,
Rondinelli and Berry (1997) mentioned that Toyota motors has disclosed its environmental policy and
promotes environmental activities in order to strengthen the reputation of firm in the long term. Therefore,
the associations are hypothesized as follows:

Hypothesis 5: Environmental improvement disclosure implementation will positively relate to

a) sustainable performance development and b) firm survival.
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2.2 The relationship between environmental management accounting capability and firm

survival

The consequence of environmental management accounting capability in this research is
sustainable performance development and firm survival. This part emphasizes the effects of sustainable
performance development on firm survival.

2.2.1 Sustainable performance development refers to the supreme potential of firm in
continuously increasing and maintaining its overall business operation both in financial and non-financial
aspects in the long run (Holliday, 2001). In accounting literature, sustainable performance of the firm
divides into two groups, which are financial and non-financial performance. Financial performance is the
degree of the actual attainment of organizational financial goals such as sales, profits, cost, and return on
assets (Choe, 2004). Besides, non-financial performance in the context of accounting for social
responsibility refers to nonmonetary and qualitative measures, such as customer satisfaction and number
of new customers (Prachsriphum & Ussahawanitchakit, 2009). Prior literature suggested that firms can
survive over the long run if they response to the needs of all their stakeholders and efforts to improve their
business performance over the competitors (Sachs et al., 2002). Moreover, the best way to help a firm
survive in the long term is to not only focus on improving financial performance, but also to focus on social
and environmental performance (Elkington, 1997). In this research, firm survival is defined as the durability
of the firm to continue in existence in the long run, while the firm’s operation remains unshakable and
stable under the intense competition and uncertain business environment (Szekely & Knirsch, 2005).
Therefore, the associations are hypothesized as follows:

Hypothesis 6: Sustainable performance development will positively relate to firm survival.

3. Methodology

3.1 Sample selection and data collection procedure

The population is certified ISO 14000 firms in Thailand. The sample is selected from the online
data base of the Thai Industrial Standards Institute, Ministry of Industry, Thailand (www.app.tisi.go.th).
The certified 1ISO 14000 firms are active in the database totaling 458 firms (information drawn on April 15,
2016). Accordingly, an appropriate sample size is 210 firms under the 95% confidentiality rule (Krejcie and
Morgan, 1970). Based on prior business research, a 20% response rate for a mail survey, without an
appropriate follow-up procedure, is deemed sufficient (Aaker, Kumar and Day, 2001). Thus, 1,050 firms for
a sampling frame; notwithstanding, this number exceeds the total population. As a result, this research
finally uses 458 firms as a sample population and for a distributed mail survey. With regard to the
questionnaire mailing, 7 surveys were undeliverable. Deducting the undeliverable from the original 458
mailed, the valid mailing was 451 surveys, from which 111 responses were received. Due to 4 found

incomplete and with response errors, completed questionnaires are 107.
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The effective response rate was approximately 23.73 percent. The response rate for a mail
survey, without an appropriate follow-up procedure, if greater than 20 percent, is considered acceptable
(Aaker, Kumar, & Day, 2001). Hence, 107 firms are a sufficient sample size for employing multiple
regression analysis.

3.2 Test of non-response bias

To test non-response bias and to detect and consider possible problems with non-response
errors was investigated by t-test that followed to Armstrong and Overton (1977). The researcher was
compared early and late responses about business entity, the operating capital, the average annual
income, and the reward for environmental management. The results were not significant between early and
late responses. Therefore, it was implied that these received questionnaires show insignificant non-
response bias for the analysis in this research.

3.3 Variable measurement

To measure each construct in the conceptual model, all variables are anchored by five-point
Likert scale, ranging from 1 (strongly disagree) to 5 (strongly agree) excluding control variables.

In addition, all constructs are developed for measuring from definition of each constructs and examine the
relationship from theoretical framework and prior literature reviews. Hence, the variable measurements of
this study are described as follows:

3.3.1 Dependent variable

Firm survival is the ending dependent variable in this research. This construct is measured
via the perception of business overall outcome and goal achievement in both the short and long term an
under uncertain business environment. This construct is an adopted scale, including four items.

3.3.2 Independent variables

Environmental management accounting capability includes five dimensions: environmental
identification efficiency orientation, environmental practice proficiency capability, environmental reporting
transparency emphasis, environmental auditing effectiveness focus, and environmental improvement
disclosure implementation. The variable measurements of each dimension are described as follows:

Environmental identification efficiency orientation is measured via the firm perception to
determine concrete criteria, classification and specification the environmental costs and benefits during
the normal course of business with accuracy and clarity. This construct is measured using a five-item
scale, developed as a new scale, based on its definition.

Environmental practice proficiency capability is measured via the firm perception toward its
ability in good environmental practice, application of accounting practices-related environment and new
technologies in order to help the environmental management system to be more successful. This construct
is measured using a four-item scale, developed as a new scale, based on its definition.

Environmental reporting transparency emphasis is measured via the firm perception focusing

on the preparation and reporting of actual environmental information in all aspects with frankness,
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accuracy and completeness to a group of interested parties. This construct is measured using a four-item
scale, developed as a new scale, based on its definition.

Environmental auditing effectiveness focus is measured via the managerial perception on
how activity monitoring, processes, and management relate to environmental issues. This construct is an
adopted scale, including four items.

Environmental improvement disclosure implementation is measured via the managerial
perception toward the firm ability and proficiency to provide information about ongoing environmental
improvements, environmental budget, and environmental activities to the public. This construct is
measured using a four-item scale, developed as a new scale, based on its definition.

3.3.3 Mediating variables

Sustainable performance development is measured via the perception of a firm to seek out
for continuously reducing cost and enhancing customer acceptance, achieving its goals, retaining old
customers, and adding new customers. This construct is measured using a four-item scale, developed as
a new scale, based on its definition.

3.3.4 Control variables

Control variables in this study comprise firm size and duration certified. For the analysis,
firm size is represented by a dummy variable including 0 (total capital of the firm that is less than or equal
250,000,000 baht), and 1 (total capital of the firm with more than 250,000,000 baht). Duration certified is
represented by a dummy variable including 0 (less than or equal 10 years), and 1 (more than 10 years).

3.4 Reliability and validity

In this study, the Cronbach’s alpha was used to test the reliability of the measurement.
Coefficient alpha indicates the degree of internal consistency among items that should be greater than
0.70 (Hair et al., 2010). Also, convergent validity was tested by the factor loading, each of construct should

be greater than the 0.40 cut-off and all factors are statistically significant (Hair et al., 2010).

Table 1: Result of Measure Validation

Variables Factor Loadings  Cronbach’s Alpha
Environmental Identification Efficiency Orientation (EIEO) .881-.963 .960
Environmental Practice Proficiency Capability (EPPC) .729-.885 .830
Environmental Reporting Transparency Emphasis (ERTE) .817-.921 913
Environmental Auditing Effectiveness Focus (EAEF) .887-.929 .932
Environmental Improvement Disclosure Implementation (EIDI) .878-.964 .930
Sustainable Performance Development (SPD) .855-.904 .909
Firm Survival (FSU) .713-.930 .873
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The results of measure validation show in table 1. Table 1 presents all variables have factor
score between 0.713 - 0.964 indicating that there is the construct validity. Moreover, the reliability of all
variable is accepted because Cronbach’s alpha for all variables are shown between 0.830 — 0.960.

3.5 Statistical techniques

All dependent and independent variables in this study are the metric scale. Therefore, OLS
regression is appropriate technique to test all hypotheses. From the conceptual model and hypotheses,

the following five equation models are formulated:

Equation 1: SPD = o, + B,FS + B,0C +€,

Equation 2: SPD = d, + B.EiIE0 + B,erPC + B.ERTE + B,EAEF + BEIDI + B,Fs + B,0C +E,
Equation 3: FSU = ., +[8,Fs +f3,,0C +E,

Equation 4: FSU = a., + B,,EIE0 + B, PPC + B, ERTE + B, EAEF + B,EiDI + B, FS + B,,DC +E,

Equation 5: FSU = o, + 8,,SPD + B,FS + 8,,DC +€,

4. Results and Discussion

Table 2: Descriptive statistics and correlation matrix

Variables EIEO EPPC ERTE EAEF EIDI SPD FSU FS DC
Mean 4.050 4.060 4.151 4.130 3.988 4.054 4.047 n/a n/a
S.D 541 .582 532 .561 .623 .538 562 n/a n/a
EIEO 1
EPPC NN 1
ERTE T4 68T 1
EAEF 187 7297 734 1
EIDI 37 746 768 771 1
SPD TR 860 734F 739 767 1
FSU 6217 802" 668"  .643** .700**  .817*** 1
FS .074 -.057 .050 .029 131 -.008 57 1
DC -.198** -.008 .007 -.043 -.001 -.011 -.006 .198** 1

%5 .<0.01,* p < 0.05

Table 2 shows descriptive statistics and correlation matrix for all variables. Correlation
coefficients of variables are ranging from 0.602 - 0.817. With respect to potential problems relating to
multicollinearity, variance inflation factors (VIF) were used to test the inter-correlations among independent

variable. In this study, the VIFs range from 1.041to 3.791, well below the cut-off value of 10 (Hair et al.,
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2010), meaning that the independent variables are not correlated with each other. Therefore, there are no

substantial multicollinearity problems encountered in this study.

Table 3: Results of hierarchical regression analysis for effects of each dimension of environmental

management accounting capability on its consequences

Dependent Variables®

Independent Variables

SPD SPD FSU FSU FSU

Environmental Identification Efficiency Orientation .218* .062

(EIEO : H1a-H1b) (.106) (127)
Environmental Practice Proficiency Capability -.056 .083

(EPPC : H2a-H2b) (.101) (.120)
Environmental Reporting Transparency Emphasis .182* .235*

(ERTE : H3a-H3b) (.101) (.120)
Environmental Auditing Effectiveness Focus 227* 137

(EAEF : H4a-H4b) (.100) (.119)
Environmental Improvement Disclosure .346*** .293**
Implementation (EIDI : H5a-H5b) (.110) (.131)
/Sustainable Performance Development .818***
(SPD : H6) (.054)
Firm Size (FS) -.013 -.213 .349* 222 .359%**

(.212) (.129) (209)  (.153) (.118)
Duration Certified (DC) -.023 145 -091  -.021 -.072
(239)  (148)  (236) (.176) (.133)
Adjusted R’ -.019 663 007 523 686
Maximum VIF 1.041 3.791 1.041  3.791 1.041

**p<0.01, ** p<0.05, * p<0.10, a Beta coefficients with standard errors in parenthesis

Table 3 shows the results of OLS regression analysis for effects of each dimension of
environmental management accounting capability on its consequences. Also, this table shows the effects
of sustainable performance development on firm survival.

For the environmental management accounting capability dimensions, the results show that
environmental identification efficiency orientation has a significant positive influence on sustainable
performance development (8, = 0.218, p < 0.05). Consistent with prior research found that firm that has a
good process to identify environmental costs and benefits, it can help firm to enhance financial and
environmental performance (Johnson, 2004). Thus, firm with environmental identification efficiency

orientation will be able to attain greater sustainable performance development. Therefore, Hypothesis 1a is
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supported. Besides, environmental identification efficiency orientation has no significant effects on firm
survival (8,, = 0.062, p > 0.10). It may be implied that firm which has a poor environmental management
system, they will unable to accurate identify the opportunities for reduce environmental problems from
negatively business activities. It makes the firm unable to create its social and community trust and
survives in the market over the long-term. Thus, firm that has inefficient accounting procedures for
identifying environmental costs and benefits will not be able to attain firm survival. Therefore, Hypothesis
1b is not supported.

Secondly, environmental practice proficiency capability has no significant effects on sustainable
performance development (B8, = -0.056, p > 0.10) and firm survival (8,, = 0.083, p > 0.10). Consistent with
prior research found that if firms cannot adapt to and integrate environmental practice to match with the
current accounting practice, it is likely that firm cannot receive benefits from environmental practices to
improve environmental and overall performance in the long-term (De Palma and Csutora, 2001). Thus, firm
which has incomplete environmental practice will not be able to attain greater sustainable performance
development and firm survival. Therefore, Hypotheses 2a and 2b are not supported.

Thirdly, environmental reporting transparency emphasis has a significant effect on sustainable
performance development (B8, = 0.182, p < 0.10) and firm survival (8,, = 0.235, p < 0.10). Consistent with
prior research found that firm that can provides useful environmental information to its stakeholders, it may
be beneficial to firm image and share price may increase over its competitors (Khuntia, 2014). Thus, firm
with environmental reporting transparency emphasis will be able to attain greater sustainable performance
development and firm survival. Therefore, Hypotheses 3a and 3b are supported.

Fourthly, environmental auditing effectiveness focus has a significant positive influence on
sustainable performance development (B6 =0.227, p < 0.05). Consistent with prior research found that
environmental auditing is the monitoring process of the environmental management system, compliance
with laws, regulations, policies, and the development of an action plan to deal with defects leading to
enhancing firm performance (Thompson and Wilson, 1994). Thus, firm with environmental auditing
effectiveness focus will be able to attain greater sustainable performance development. Therefore,
Hypothesis 4 is supported. Besides, environmental auditing effectiveness focus has no significant effects
on firm survival (B,, = 0.137, p > 0.10). It may be implied that environmental auditing may not help firm
reduce or remove environmental problems due to auditing system of firm unable to fairly evaluate business
activities that inconsistent with environmental regulations and standards. It can make its stakeholders
reduce trustworthy both short and long term. Thus, firm that has inefficient environmental auditing will not
be able to attain firm survival. Therefore, Hypothesis 4b is not supported.

Finally, environmental improvement disclosure implementation has a significant positive
influence on sustainable performance development (8, = 0.346, p < 0.01) and firm survival (8,, = 0.293,

p < 0.05). Consistent with prior research found that voluntary environmental disclosure such as

environmental conservation activities and an environmental solutions policy of firm is positively influence
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on reduce the punitive damage award and improve firm image in the public eye (Lee and Sweeney, 2015).
Thus, firm with environmental improvement disclosure implementation will be able to attain greater
sustainable performance development and firm survival. Therefore, Hypotheses 5a and 5b are supported.

Additionally, the finding indicates that sustainable performance development has a significant
influence on firm survival (B,, = 0.818, p < 0.01). Consistent with prior research found that firm that not only
focus on improving financial performance, but also to focus on social and environmental performance will
allow firm to survive in the long term (Elkington, 1997). Therefore, Hypothesis 6 is supported.

For the control variables, firm size has a positive influence on firm survival. Consistent with prior
research found that firm size is one of important determinants of firm survival (Sonmez, 2013). Specifically,
larger firms experience higher survival probabilities than smaller firms. Because of larger firms may
influence the capacity of a firm to operate its business in order to achieve in the long term such as higher

financing and competition capability than smaller firms (Orlitzky, 2001).

5. Contributions

5.1 Theoretical contribution

This research is an attempt to provide a clearer understanding of environmental management
accounting capability - sustainable performance development and firm survival relationships. It provides
unique theoretical contribution expanding on previous knowledge and literature of environmental
management accounting capability on sustainable performance development and firm survival. Likewise,
this study explicitly considers environmental management accounting capability in five dimensions,
including environmental identification efficiency orientation, environmental practice proficiency capability,
environmental reporting transparency emphasis, environmental auditing effectiveness focus, and
environmental improvement disclosure implementation. For advancing the field theoretically, this study has
attempted to focus on the aforementioned relationships of certified ISO 14000 firms in Thailand.

5.2 Professional contribution

This research has potential implications for certified ISO 14000 firms in Thailand. The first,
this research helps firms to identify and justify the main components of environmental management
accounting capability that may be more critical in sustainable performance development and firm survival.
The findings of this research suggest components of environmental management accounting capability
(especially, environmental identification efficiency orientation, environmental reporting transparency
emphasis, environmental auditing effectiveness focus, and environmental improvement disclosure
implementation) which are the main components for enhancing the business outcomes. Secondly, this
research can facilitate certified ISO 14000 firms, particularly in Thailand, to understand how their firms
achieve success, thus becoming a foundation for firm survival. Finally, for gaining superior performance
of firm, firms should generate and utilize environmental management accounting capability which leads

to improve sustainable performance development and firm survival.
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6. Conclusion

The purpose of this study is to examine the effect of environmental management accounting
capability on sustainable performance development and firm survival. The results indicated that two
dimensions of environmental management accounting capability (including environmental reporting
transparency emphasis and environmental improvement disclosure implementation) have a significant
positive influence on sustainable performance development and firm survival, while environmental
identification efficiency orientation and environmental auditing effectiveness focus only significant positive
influence on sustainable performance development. Furthermore, sustainable performance development
has a positive influence on firm survival. From the results, it can be summarized that certified ISO 14000
firms in Thailand with great environmental management accounting capability (especially, environmental
identification efficiency orientation, environmental reporting transparency emphasis, environmental auditing
effectiveness focus, and environmental improvement disclosure implementation) will increase sustainable
performance development, which leads these firms to survive in the long term.

This research has some limitations that should be mentioned. Firstly, with regards to the position
of respondent’s characteristics, approximately 21.50 percent are in other positions instead of chief
accounting executive, account director or accounting manager. The rating scale that they answer to might
not have the concrete judgment of key informants. Possibility, some answers provided affect the quality of
the testing result. Thus, future research should be developing other research methodologies to test this
conceptual framework. For example, qualitative in-depth interviews may help to explore the up-to-date
point of views of reality from the chief accounting executive, the accounting director or the accounting
manager of each certified ISO 14000 firm. This qualitative methodology stimulates the whole picture and

the comprehensive understanding of environmental management accounting capability.
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Integrated Performance Measurement System Strategy and Firm Success:

An Empirical Investigation of Thai-Listed Firms

Pannarai Lata' Sutana Boonlua’ and Saranya Raksong3

Abstract

The key issue in this research is “How does integrated performance measurement system strategy
(IPMSS) affect firm success?” The key research objective was to investigate the effects of integrated performance
measurement system strategy on firm success. IPMSS has been recognized as the firm’s key capability to
measure and track overall performance, input outcomes to control operational process, and compare the
performance of other competitors in the same industry, departments, teams, and individuals within the firm.
Likewise, it directly influences organizational competitiveness and firm success. IPMSS consists of five
dimensions: market value-based appraisal orientation, accounting-oriented measurement capability, indicator-
based assessment focus, value-added evaluation emphasis, and revenue-oriented criterion implementation.
The data was collected from a survey of 153 Thai-listed firms of which the accounting executive is the key
informant of each firm. The results of regression analysis indicated that integrated performance measurement
system strategy regarding market value-based appraisal orientation, indicator-based assessment focus, and
revenue-oriented criterion implementation positively influence organizational competitiveness. In addition,
organizational competitiveness has a strong and positive effect on firm success. Finally, theoretical and

managerial contributions, conclusion, and suggestions for future research are discussed.

Keywords: Integrated Performance Measurement System Strategy, Organizational Competitiveness,

Firm Success

1. Introduction

The complexity of the global economic environments and the continuously changed manufacturing
philosophies, many manufacturing firms, international companies, and others receive both positive and
negative effects unavoidably (Levius, 2016; Marc et al. ,2010). Under these circumstances, firms and their

managers need to seek new strategies and methods for creating and improving success and competitive
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advantage (Kumar & Shafabi, 2011). The majority of successful firms uses the diverse techniques and methods
for improving their business management, such as new strategies, human resource management techniques,
management accounting practice, and performance measurement system (Aracioglu et al., 2013). Especially,
one of the crucial requirements is the firm’s ability to follow-up their performance through selecting to use
performance measures that fit with the style of operation and management of themselves.

Integrated performance measurement system strategy (IPMSS) is the firm’s ability to apply the set of
the diverse measures for quantifying the efficiency and effectiveness of the firm’s actions (Gladen, 2011; Neely
et al., 2005; Sandt, 2005). In detail, the set of diverse metrics or measures should include financial and non-
financial measures, long and short-term measures, internal and external measures together in order to support
the right decision-making processes through gathering, processing, analyzing, quantifying information about
the firm’s performances, and presenting performance outcomes in the form of a brief overview (Bisbe &
Malagueno, 2012; Gimbert et al., 2010). IPMSS has an important role and is brought to use for controlling
operations, measuring and comparing the performance of other businesses in the same industry, departments,
teams, and individuals within the firm (Bhatti et al., 2014). In addition, it can provide the information to track the
progress of plans by comparing actual performance against organizational strategic goals (Simons, 2000).
When IPMSS is the best, it will improve the efficiency and effectiveness of allocating responsibilities, setting
targets, and rewarding outcomes (Merchant & Van der Stede, 2007).

In the accounting management field, the evolution of performance measurement system is divided
into two phases (Gomes et al., 2004; Khan & Shah, 2011) as follows: in the first phase (from the late 1880s to
the early 1980s) many organizations focused on cost accounting orientation and internal control systems, while
key techniques which were often used by firms as the cost variance analysis, standard costing, and flexible
budgets (Bourne et al., 2003). During the 1940s to 1950s, the productivity concepts emerged in manufacturing
organizations (i.e. quality control, variance reduction, and standardization) to lead to more emphasis on
financial measures such as sales, profit, return on investment and other financial ratios (Bititci et al., 2009).
Then, financial measures became the important part of performance measurement and were brought to use for
developing cost and managing overall control systems. After 1980, due to the changes in the competitive
business environment and technologies, the critical perspective of firms had shifted from productivity to
quality, time, cost, flexibility and customer satisfaction instead. Later, the emergence of balanced performance
measurement frameworks which provide the holistic view of the organizational performance had started on the
second phase of evolution (Kurien & Qureshi, 2011). Non-financial measures began to be necessary for
monitoring performance and motivating the work of employees because it could provide outcomes to be
timely, measurable, precise, and meaningful, and help to adjust operating correspond to the aim and the

strategy that the firm had previously set (Medori & Steeple, 2000). Since 1990, the integrated approach has
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been continually designed and developed by academics to facilitate firms to lead these frameworks to apply
for creating and developing their integrated performance measurement system strategy to be appropriate for
the context and style of each firm (Khan & Shah, 2011).

As for traditional problematic issues, the majority of managers often rely on financial measures to
support the decision-making and the performance evaluation of the organizations more than other measures
(Anthony & Govindarajan, 2001; Berry et al., 2005). On the other hand, traditional performance measurement
system which just focuses on financial measures only, has been criticized by users and academics for several
reasons as follows: 1) it presents a one-sided view of operational activities; 2) it lacks strategic focus and fails
to provide information that has quality, flexibility, and responsiveness; 3) it encourages managers to reduce the
variances from the standard rather than seek to continually improve; 4) it fails to offer information on what
customers want and how the firm’ s competitors are performing, and 5) it emphasizes measuring the historical
information (Johnson & Kaplan, 1987). Moreover, the well-designed and developed integrated performance
measurement system strategy does not only depend on the organization’s strategy but also should be created
from the stakeholder’'s needs and satisfaction perspective (Neely et al., 2001). Moreover, the limitation of
Balanced Scorecard has been criticized that it lacks other main perspectives, such as market, employees,
suppliers, community, and stakeholders (Flak & Dertz, 2004). To meet firm success under the dynamic
business environment, the firm’s performance measurement system needs to combine financial and non-
financial measures together to capture a complete picture of organizational performance. Tangen (2004)
suggests that the contemporary IPMSS should be derived from a firm’s strategic objectives, have an
appropriate balance which should not be seen solely from a financial perspective and should have a limited
number of measures to reduce the risk of information overload.

The previous literature reviews on IPMSS find that it establishes and improves firm success, firm
performance and a competitive advantage (Bisbe & Malagueﬁo, 2012; Bhatti et al., 2014; Lee & Yang, 2011).
IPMSS can increase competitiveness and the motivation of employees (Tatila et al., 2014). However, prior
empirical studies just examined the impact of the performance measurement system on firm outcome, but only
little research focuses on the strategic capability of an integrated approach, and lack the investigation of the
new dimensions of IPMSS. Moreover, it still lacks the linkage of the relationship between the ability of firms to
implement IPMSS, competitiveness, and firm success. As a result, this research aims to investigate the effects
of integrated performance measurement system strategy (IPMSS) on firm success. IPMSS has five dimensions
which are adopted from Kasie and Belay (2013) as follows: 1) market value-based appraisal orientation; 2)
accounting-oriented measurement capability; 3) indicator-based assessment focus; 4) value-added evaluation
emphasis; and 5) revenue-oriented criterion implementation. It is the incorporation of main performance

measurement perspectives, both from the four perspectives of Kaplan and Norton (1992) in Balanced
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Scorecard; and the perspectives of social, employee, market, and supplier partnership in Performance Prism

(Neely et al., 2001) in order to solve the defects and weaknesses of the traditional performance measurement.
Besides, this research has added the perspective of using the set of diverse measures that combine financial
and non-financial measures, long and short-term measures, and internal and external measures (lttner et al., 2003).

Thai-listed firms are chosen as the population because: 1) these firms represent a large firm which
has sufficient resources and higher capacities to use a variety of measures to track their performance.

2) They focus on using data from their performance measurement system to increase the level of the firm’s
higher capability and to emphasize the diverse methods for measuring their overall performance. 3) The
business operational nature of Thai-listed firms has high competitive and emphasis to apply new strategies
for creating the success in the long-term. The sample is selected from the database of the Stock Exchange
of Thailand, amounts to 696 firms on its website is http://www.set.or.th/, as of April 11, 2016. The results are
collected and analyzed from 153 Thai-listed firms of which their accounting executive is the key informant.

This research is organized into five sections as follows: the first section provides an overview of the
issues and the importance of integrated performance measurement system strategy, the motivation to study for
leading to the research objectives. The second section presents the literature review and hypotheses
development. The third section presents research methods. The fourth section presents results and discussion.

Lastly, the conclusion is presented.

2. Literature review and hypotheses development
In this research, integrated performance measurement system strategy is the main determinant of

the firms’ success through organizational competitiveness. The conceptual model is presented in Figure 1.

H1
Integrated Performance Measurement System Strategy o 8
- - - H3 (+)
® Market Value-Based Appraisal Orientation Ha (+)
H5 Organizational | H6 ()
® Accounting-Oriented Measurement Capability (H; 9 )
N ”| Firm Success
) Competitiveness
® |ndicator-Based Assessment Focus
® \/alue-Added Evaluation Emphasis Control Variables
® Firm Size
® Revenue-Oriented Criterion Implementation _
® Firm Age

Figure 1: A Conceptual model of the relationships between integrated performance measurement system

strategy and firm success
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2.1 Integrated performance measurement system strategy

The term of “integrated” refers to a multi-dimensional process, or methods to interact together,
and collaborate, that is unique, important and useful (Rouzies et al., 2005). Moreover, performance measurement
system refers to the set of various metrics used to quantify both the efficiency and effectiveness of the
organization’s actions (Neely et al., 2005). Thus, “integrated performance measurement system strategy
(IPMSS)” in this research refers to the firm's capabilities to apply the diverse methods and metrics for tracking
overall organizational performance, monitoring the progress related to strategic objectives and action plans,
allocating responsibilities, supporting the right decision-making, setting performance targets and rewarding
outcomes (Kasie & Belay, 2013; Merchant & Van der Stede, 2007; Neely et al., 2005). Moreover, the five
dimensions of IPMSS (market value-based appraisal orientation, accounting-oriented measurement capability,
indicator-based assessment focus, value-added evaluation emphasis, and revenue-oriented criterion
implementation) are adopted from Kasie and Belay (2013).

2.1.1 Market value-based appraisal orientation

The performance measurement of the market and customer satisfaction has begun to receive
the attention from firms (Khan & Shah, 2011). It has the important role in the operation by Lamberti and Noci
(2010) to confirm that many firms utilize the market value-based appraisement to 1) review whether the
intended strategy has been implemented; and 2) communicate to their employees what are the goals that they
expect to achieve, and whether they are achieving those expected goals.

Market value-based appraisal orientation in this research refers to the firm's ability to measure
the market and customer performance by using a set of several market metrics for tracking marketing
efficiency, expansion of market share and customer satisfaction, and providing feedback regarding the
outcomes of marketing efforts (Ahmed et al., 2011; Clark et al., 2006; Kasie & Belay, 2013; Lamberti & Noci,
2010). In the previous literature review, O'Sullivan et al. (2009) find that marketing performance measurement
has a positive effect on firm performance and CEO satisfaction. Likewise, Van der Stede et al. (2006) find that
the performance measurement diversity which emphasizes to use the customer-oriented measures has a
positive impact on firm performance. Hence, market value-based appraisal orientation is likely to positively
affect organizational competitiveness. The hypothesis is proposed as follows:

Hypothesis 1: The higher the market value-based appraisal orientation is, the more likely that a

firm will gain greater organizational competitiveness.

2.1.2 Accounting-oriented measurement capability
Financial and accounting performance measurement began as a result of the industrial

revolution in Europe and America since the first phase during the 1880s to the 1980s (Williams and Seaman,
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2002). When the productivity concepts emerged in the manufacturing industry, firms had emphasized several
financial indicators, such as sales, production, efficiency, return on investment (ROI) and other ratios for
measuring overall performance (Bititci et al., 2009).

Accounting-oriented measurement capability in this research refers to the firm's ability to
evaluate the performance of profitability, efficiency, operational costs and financial condition by depending on
a set of accounting, financial, and cost metrics for providing feedback regarding the overall related financial,
operational performance, comparing benefits and costs of actions, and tracking budget utilization capability
(De Toni & Tonchia, 2001; Kasie & Belay, 2013; Taticchi et al., 2010). In the previous literature review,
Schneider et al. (2003) find a relationship between employee attitudes, high-performance work practices, and
financial performance measures. Accounting-oriented measurement can reduce an employee’s ambiguity and
conflict as well as enhance performance (Burney & Widener, 2007). Thus, accounting-oriented measurement
capability is likely to increase organizational competitiveness. The hypothesis is proposed as follows:

Hypothesis 2: The higher the accounting-oriented measurement capability is, the more likely

that a firm will gain greater organizational competitiveness.

2.1.3 Indicator-based assessment focus

Indicators or key performance indicators are utilized by a firm for determining and measuring
the progress toward the goals. Indicators that related to strategy can contribute to understanding how to that
firms find an achievement as well as help explain cause-and-effect relations. When firms select the right
indicators, it can reduce employee’s ambiguity, conflict, and enhance performance (Burney and Widener,
2007). The key indicators should consist of quality, flexibility, reliability, safety, environment, and community
indicators (Heckl & Moormann, 2010).

Indicator-based assessment focus in this research refers to the firm's ability to measure the
key success units of the internal business process which are linked to supplier performance and community
satisfaction by relying on the set of diverse indicators for tracking overall process performance, providing
feedback outcome, and using it to control all operational processes (Bhatti et al., 2014; Gosselin, 2005; Heckl
& Moormann, 2010; Parmenter, 2009). In the previous literature review, Kasie and Belay (2013) found the
performance measurement system that focuses on operational measures, social/environmental measures, and
supplier performance improves better business performance. Van der Stede et al. (2006) find that the internal
operation-oriented and employee-oriented measures have a positive effect on firm performance. Moreover,
the diverse indicators improve firm performance in a long term (Bhatti et al., 2014). Therefore, indicator-based

assessment focus is likely to improve competitiveness. The hypothesis is proposed as follows:
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Hypothesis 3: The higher the indicator-based assessment focus is, the more likely that a firm
will gain greater organizational competitiveness.

2.1.4 Value-added evaluation emphasis

When the firm’s performance of training and development are continuously measured and
tracked to lead feedback outcomes to improve operations in the future, it can enhance a firm’s competitiveness
greater than competitors (Taylor & Baines, 2012). It happens because organizational learning becomes the
starting point of the development of employees (Sadler-Smith et al., 2001).

Value-added evaluation emphasis in this research refers to the firm's ability to assess the
performance of training and development which can improve firm value and employee satisfaction; by using
the set of diverse non-financial measures for tracking the enhancement of their employees’ productivity and
skills, innovations, and the reduction of employee turnover; and providing feedback outcomes for inputting
plans and decision-making in the future (Kasie & Belay, 2013; Neely et al., 2001). Lee and Yang (2011) find
that firm which emphasizes the measurement of innovation and learning growth improve firm performance.
Specifically, Kasie and Belay (2013) find that to track employee satisfaction and the performance of training
and development improves firm performance. Hence, value-added evaluation emphasis is likely to increase
competitiveness. The hypothesis is proposed as follows:

Hypothesis 4: The higher the value-added evaluation emphasis is, the more likely that a firm

will gain greater organizational competitiveness.

2.1.5 Revenue-oriented criterion implementation

Revenue measure is a financial measure which is implemented to track and evaluate the
revenue variance and the sales growth of organizations (Bititci et al., 2009). Parmenter (2009) suggested that
sale, sales by product, and the sales growth rate as the key financial measures to assess the organizational
performance. Besides, sales, profits, and margins in the financial statement are considered static and
backward-looking, regard marketing’s short-term value to the firm (Ambler et al., 2004).

Revenue-oriented criterion implementation in this research refers to the firm's ability to
measure the performance of sales and revenue by using the set of various revenue metrics to analyze and
track the revenue variance, sales growth, the increase in total revenues, and to input outcomes for sales
forecast and planning in the long-term (Clark et al., 2006; Kasie & Belay, 2013; Morgan et al., 2002). In the
previous literature review, O’Sullivan et al. (2009) found the firm’s ability of revenue-oriented performance
measurement positively affects firm performance. Bhatti et al. (2014) found that financial performance indicators
such as sales, sales by product, and sales growth rate are the key components and have a positive impact on

the overall performance and organizational competitiveness. Hence, the hypothesis is proposed as follows:
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Hypothesis 5: The higher the revenue-oriented criterion implementation is, the more likely that
a firm will gain greater organizational competitiveness.

2.2 Consequents of integrated performance measurement system strategy
2.2.1 Organizational competitiveness

In any organization, maintaining a competitive advantage is critical to success (Yitmen, 2011).
The firm’s competitive advantage can reflect from financial performance, resources and capabilities underlying
a competition of firm higher and more than other firms. Generally, the organizational competitiveness plays the
important role to improve firm performance (Testa et al., 2011). Organizational competitiveness still includes
the firm’s economic strengths and interfaces between a firm and its markets, such as the improvement of
corporate image, service quality, and customer satisfaction (Rao & Holt, 2005).

Organizational competitiveness in this research refers to the superiority of the organization
when compared to other competitors in the same industry, including effective resource management,
innovations, market shares, sales growth, corporate image, service quality, customer satisfaction, and
productivity (Alvarez, et al., 2009; Rao & Holt, 2005). The previous literature review finds that organizational
competitiveness positively affects firm success and survival (Bharadwaj & Menon, 2000). Organizational
competitiveness enhances firm success that results from the implementation of new strategies (Prasertsang et
al., 2012). Thus, the stronger competitiveness leads to higher success through the firm’s dynamic capabilities.
The hypothesis is proposed as follows:

Hypothesis 6: Organizational competitiveness positively influences firm success.

2.2.2 Firm success in this research refers to the organization’s goal achievement and higher firm
performance, together with the continued abilities to retain customers, the excellence of innovations and

operation, the high competency of members, and financial position stability (Mohrman et al., 2003).

3. Research methods
3.1 Sample selection and data collection procedure

Thai-listed firms, which are chosen from the database of the Stock Exchange of Thailand
(SET) amounts to 696 firms, are used as the population of this research. The required sample size was a
representative of Thai-listed firms as 248 firms by using the minimum usable sample size of Krejcie and
Morgan (1970). In the previous literature, an adequate response rate for a mail survey is 20% (Aaker et al.,
2001), and to maximize the response rate to 100 percent, this research systematically confines 1,240 (248x5)
firms as a sampling frame. However, with a population of 696 firms, the population and sample become the

same groups. Thus, 696 firms were selected as the sample for data collection. A total of received questionnaires
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were 155 responses, but there were 153 complete and usable questionnaires. The effective response rate was
approximately 22.01 percent. Moreover, the non-response bias is tested for generalization based on Armstrong
and Overton (1977) to test the significant differences of the demographic of firm characteristics (the period of
time registered in SET, the period of time in operating business, authorized capitals, the total assets of the firm,
and average revenues per year) between 77 early respondents (the first group) and 76 late respondents (the
second group). The result of t-test comparison provides the evidence that there are no statistically significant
differences between the two groups at a 95% confidence level. Thus, it can be confidently mentioned that non-
response bias is not a serious problem in this research (Armstrong & Overton, 1977).
3.2 Variables measurement

To measure each construct in the conceptual model, dependent and independent variables in
table 1 are anchored by five-point Likert Scale, ranging from 1 (strongly disagree) to 5 (strongly agree), but
control variables are represented as a dummy variable. Additionally, all constructs of variables are developed
for measuring from the definition of each construct, and examining the relationship from theoretical framework
and previous literature reviews. Therefore, the variables measurement of a dependent variable, independent
variables, mediating and control variables are described as follows:

Dependent variable

Firm success is measured by using a five-item scale which involves firm performance, the
excellence of innovations and operational processes, the continued abilities to retain customers, the high
competency of members, and financial position stability.

Independent variables

This research has 5 independent variables including 1) market value-based appraisal orientation
is measured by using a four-item scale, 2) accounting-oriented measurement capability is measured by using
a four-item scale, 3) indicator-based assessment focus is measured by using a four-item scale, 4) value-added
evaluation emphasis is measured by using a four-item scale, and 5) revenue-oriented criterion implementation
is measured by using a four-item scale, by all variables are developed a new scale and based on its definition.

Mediating variable

Organizational competitiveness is measured by using a five-item scale which involves the
superiority of the organization when compared to other competitors in the same industry, including effective
resource management, innovations, market shares, sales growth, corporate image, service quality, customer
satisfaction, and productivity.

Control variables

Control variables in this research include firm age and firm size because they may influence the

relationships between IPMSS and firm success. Firm age refers to the firm’s experience which is measured by
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the period of time registered on the Stock Exchange of Thailand (0 = less than or equal to 10 years, 1 = more
than 10 years). Firm size is measured by the total assets of the firm, that is a dummy variable (0 = the total
assets of the firm that are less than 10,000,000,000 baht, 1 = equal to or more than 10,000,000,000 baht)
3.3 Reliability and validity
The questionnaire consists of seven parts. Part One and Two ask about the personal information

of each accounting executive and the information and details of the firms. Parts Three to Six measure each of
the constructs in the conceptual model. It is designed as a five-point Likert scale ranging from 1 (strongly
disagree) to 5 (strongly agree). These items are adapted from previous related literature and are created from
the definition of each variable. The last part is the recommendations and suggestions. Two academic experts
have reviewed the instrument to ensure that the questionnaire is suitable words, and all constructs are
adequate to cover the content of the variables. Then, the pre-test is conducted with the first 30 returned
questionnaires. The range of factor loadings is between 0.775-0.958. These values are greater than the cut-off
score of 0.4 to indicate acceptable construct validity (Hair et al., 2010). The results of Cronbach’s alpha
coefficients are between 0.830-0.941 which is equal to or greater than the acceptable cut-off score of 0.7
(Nunnally & Bernstein, 1994). Thus, it ensures that validity and reliability of all questionnaires are acceptable.

3.4 Statistical Techniques

The ordinary least squared regression (OLS) is used to test all hypotheses. OLS is appropriate to
examine the relationships between dependent variable and independent variables which all variables are
categorical and interval data (Hair et al., 2010). As a result, all proposed hypotheses are transformed to two

statistical equations as shown:

Equation 1: OC = A, +8 MBAO+[B,A0MC+f3,1BAF+B VAEE+B.ROCT+ B,FA+B FS+E
Equation 2: FSC = d,,+f3,0C+ B,FA+f, FS+E

4. Research results and discussion

In Table 1, the descriptive statistics and correlation matrix for all variables are presented. With
respect to potential problems relating to multicollinearity, variance inflation factors (VIF) is used to provide
information on the extent to which non-orthogonality among independent variables inflates standard errors.
The VIF range from 1.019 to 4.588 (in equations 1 and 2) which is below the cut-off value of 10 as recommended
by (Hair et al., 2010), meaning the independent variables are not correlated with each other. Therefore, there
are no substantial multicollinearity problems encountered in this research.

Table 2 shows the regression analysis results of hypotheses 1-6 that the influence of five dimensions

of integrated performance measurement system strategy on organizational competitiveness and the effect of
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organizational competitiveness on firm success. Firstly, the result indicates that market value-based appraisal
orientation (the first dimension) positively influences organizational competitiveness (,37 =0.307, p < 0.01).

In terms of market value-based appraisal orientation, according to Clark et al. (20086), it can provide feedback
outcome regarding marketing efforts. Market value-based appraisal orientation increases firm performance,
CEO satisfaction, and managers’ job satisfaction (O’Sullivan et al., 2009). It can improve the efficiency of
decision-making (Morgan et al., 2002). Firms that continuously follow up the performance of customer
satisfaction are likely to increase financial performance, the reputation of the organization, and competitiveness

(Clark, 2001, Neely et al., 2005, Van der Stede et al., 2006). Thus, Hypothesis 1 is strongly supported.

Table 1: Descriptive Statistics and Correlation Matrix

Variables ~ MBAO  AOMC IBAF  VAEE  ROCI ocC FSC FA FS
Mean 4.11 4.41 4.20 4.16 4.26 3.99 4.08 na  nla
S.D. 0.71 0.55 0.62 0.65 0.58 0.76 0.70 na  nla
MBAO 1

AOMC 664 1

IBAF 759" 765 1

VAEE 733" 716 832 1

ROCI 708" 7297 754 784" 1

ocC 745" 678 7437 78 717 1

FSC 697 660 652 889 695 877 1

FA 034 013 .020 -.008 .070 074 026 1
FS 149 103 .087 A717 138 2090 196 126 1

™ Correlation is significant at the 0.01 level (2-tailed),  Correlation is significant at the 0.05 level (2-tailed)

Secondly, this result does not find a significant effect of accounting-oriented measurement capability
on organizational competitiveness (,32 =0.112, p < 0.10). This is consistent with the study of Khan and Shah
(2011) who criticized that accounting-oriented measurement alone is not sufficient to completely measure
overall performance. Firms should design their new performance measurement system strategy that includes
financial and non-financial measures together (Gosselin, 2005). It is also supported by the study of Kasie and
Belay (2013) who identified that finance measures do not affect organizational competitiveness and
performance (profit margin, sales growth, revenue). It implies that the influence of accounting-oriented
measurement capability is the ability of firms to generate some quantitative data to react to the needs of the
organization and their executives only. Thus, Hypothesis 2 is not supported.

Thirdly, OLS regression results support that indicator-based assessment focus (the third dimension)
has a positive impact on organizational competitiveness (ﬂ3 =0.207, p < 0.05) to be consistent with Bhatti, et

al. (2014) who stated that the firm’s indicator-based assessment focus establishes and continuously improves
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firm performance. Moreover, Kasie and Belay (2013) found that the performance measurement system which
focuses on operational measures, social measures, and their supplier partnership performance, improve better
organizational competitiveness. Therefore, Hypothesis 3 is supported.

Fourthly, the results indicate that value-added evaluation emphasis (the fourth dimension) does not
find a significant influence on organizational competitiveness (,34 =0.088, p < 0.10). Itis possible that firms
emphasize the creation of activities to training and development over cause employees are unable to work
during the training time. Besides, firms may spend much money to invest in these activities, resulting in a loss
of investment in order to increase the competitiveness of the organization. This is consistent with the study of
Chen et al. (2005) who found that tracking the performance of training and development has a positive impact
on market value and financial performance, but it may not be clear in the year that investment. A firm should
evaluate and track the performance of training and development, because it may increase organizational

competitiveness in following. Thus, Hypothesis 4 is not supported.

Table 2: Results of Regression Analysis

Dependent Variable

Organizational
Independent Variables
Competitiveness (OC)

Equation 1
Integrated Performance Measurement System Strategy:
Market Value-Based Appraisal Orientation (MBAO: H1) 307+
(.079)
Accounting-Oriented Measurement Capability (AOMC: H2) 112
(.080)
Indicator-Based Assessment Focus (IBAF: H3) .207 **
(.102)
Value-Added Evaluation Emphasis (VAEE: H4) .088
(.096)
Revenue-Oriented Criterion Implementation (ROCI: H5) .180**
(.084)
Control Variables:
Firm Age (FA) 071
(.098)
Firm Size (FS) .183*
(.101)
Adjusted R 0.656
Maximum VIF 4.588

*p<0.01, " p<0.05 *p<0.10, Beta coefficients with standard errors in parenthesis
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Fifthly, revenue-oriented criterion implementation positively and significantly affects organizational
competitiveness (ﬂ5 =0.180, p < 0.05). It is believed that when firms measure their performance to follow the
suitable revenue criterion, it can encourage higher competitiveness. It corresponds with the prior research that
indicates that revenue measure is a financial measure which is implemented to track and evaluate revenue
variances and sales growth of the organizations (Bititci et al., 2009). The empirical evidence of O’Sullivan et al.
(2009) who found that the ability of performance measurement, based on a revenue-oriented criterion, has a
positive impact on the firm’s performance. Thus, Hypothesis 5 is supported.

Additionally, the result of equation 1 shows that firm size has a positive impact on organizational
competitiveness (B7 =0.183, p < 0.10). Therefore, it can be interpreted that Thai-listed firms actually represent
a large firm which they have sufficient resources and higher capacities to use a variety of measures to track
their performance and generate competitiveness is higher than other firms that are not registered on SET.
Correspondingly, the study of Marc et al. (2010) found that a large firm is normally associated with the better

ability of resource allocation and competitiveness.

Table 3: Results of Regression Analysis

Dependent Variable

Independent Variable firm success (FSC)
Equation 2
Organizational Competitiveness (OC: H6) 877
(.040)
Control Variables:
Firm Age (FA) -.084
(.080)
Firm Size (FS) .037
(.083)
Adjusted R 0.767
Maximum VIF 1.048

*p <0.01, " p<0.05 *p<0.10, Beta coefficients with standard errors in parenthesis

In Table 3, the finding indicates that organizational competitiveness has a strong and positive effect
on firm success (,38: 0.877, p < 0.01). It can be surely stated that the finding is consistent with Bharadwaj and
Menon (2000) who found that organizational competitiveness positively affects firm success and firm survival.

Moreover, organizational competitiveness enhances firm success as a result of the implementation of the new
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strategy and product innovation, leading to access new markets and a firm’s superior success (Prasertsang et

al., 2012). Thus, Hypothesis 6 is strongly supported.

5. Conclusion

The investigation of the effect of integrated performance measurement system strategy on firm
success is the purpose of this research. The results indicate that market value-based appraisal orientation,
indicator-based assessment focus, and revenue-oriented criterion implementation have a positive effect on
organizational competitiveness. Moreover, organizational competitiveness has a strong and positive influence
on firm success. The results contribute to confirming the resource-based view that integrated performance
measurement system strategy is the organizational capability that is created for increasing organizational
competitiveness and firm success. The interesting results can provide the managerial implication for firms and
their accounting executives that market value-based appraisal orientation, indicator-based assessment focus,
and revenue-oriented criterion implementation of integrated performance measurement system strategy is, the
more likely that a firm will gain greater organizational competitiveness and firm success. Moreover, the results
can provide guidelines for firms that the integration and development of performance measurement system
strategy should match the style of each firm’s business operation. Firms require determining, aligning, and
encouraging the use of integrated performance measurement system strategy because it can report the firm’s
comprehensive performance. In addition, some hypotheses are not statistically significant thus it indicates that
accounting-oriented measurement capability and value-added evaluation emphasis do not influence
organizational competitiveness. Future research should investigate other sectors and industries to uncover the
full range of the ability of integrated performance measurement system strategy of firms in the every context in
Thailand, as well as to confirm the findings of this research. Further research should investigate other
moderating variable associating with the maintenance and improvement of long-term strategic capabilities

such as organizational citizenship behavior and organizational loyalty.
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Abstract

Strategic renewal capability has been viewed as one of key components that influence
organizational outcomes. The objective of the study was to investigate the effect of strategic renewal
capability on organizational survival and firm sustainability. The results were derived from a survey of 156
Software Businesses in Thailand which provided the interesting points of strategic renewal capability.
The hypothesized relationships among variables were examined by using ordinary least square (OLS)
regression analysis. Results suggested that all dimensions of strategic renewal capability positively
influence on organizational survival and firm sustainability. Furthermore, organizational survival has a
positive influence on firm sustainability. Theoretical and managerial contributions, conclusion, and

suggestions for future research are also discussed.

Keywords: Strategic Renewal Capability, Organizational Survival, Firm Sustainability

1. Introduction

The increasing globalization and environmental turbulence makes it essential for organizations
o respond to changing, competitive and unpredictable environments, if they wish to survive (Schmitt and
Klarner, 2015). Moreover, the growth of information and communication technologies have resulted in
changes in broader markets from the national to the global level (Yang & Sun, 2012). This means that
organizations have to face an increasing number of competitors as well as increased stakeholder
demands, which contribute to new challenges in business operations (Barich and Kotler, 1991). Therefore,
to survive and succeed in business, an organizations need to be revised and change themselves
continuously to suit the rapidly-changing economic environments (Hong & Stahle, 2005)

Which responding to these changes, organizations need to have the ability to create novel and
improved products, services and product delivery strategies (Teece, Pisano, & Shuen, 1997). Stahle
(1998) stated that this ability is an attribute of renewal capability. Previous studies demonstrated that
renewal capability is the ability to refresh or adjust to organizational success and more long-lasting in the
business (Poyhonen, 2004). Renewal capability is also modifying proactively, it helps to promote the

sustainability of the organization. Not only does the renewal capability respond to changing environment
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but it also is a proactive strategy to help organizations succeed in the competition (Hamel, 2000).
Moreover, it has been found in previous research that renewal capability is directly related to the survival
and sustainability of organizations (Khumyat & Pratoom, 2015).

The concept of renewal has often been used strategically (Capron & Mitchell, 2009; Lavie, 2006;
Murmann, 2003; Salvato, 2009). Agarwal and Helfat (2009) indicated that strategic renewal includes the
procedures, processes and means for the organization to focus on organization's long-term, which is
directly related to success and failure in the future. To expand the understanding about the renewal
capability, this research attempts to integrate the two concepts are the strategic renewal and renewal
capability to generate a new concept. Therefore, strategic renewal capability in this research is defined as
processes or methods to promote the ability of an organization to refresh itself within the terms of its
business goals to make the organization become more sustainable; long-lasting and successful in the future.

To gain information efficient, studies of strategic renewal capability are investigated in the
context of businesses that have been affected by changes in the environment and technology. Garrett,
Buisson and Yap (2006) states that the business has been greatly affected by the rapidly changing
environments composed of the telecommunications industry, the electronics industry and especially the
software industry because the software industry has a high turnover rate of members. Many organizations
are unable to survive in the situation of fierce competition. Moreover, the software business in Thailand is
crucial for the growth of the national economy and in meeting the increasing challenges posed by foreign
competitors. For this reason, it is important to investigate how firms in Thailand can best use strategic
renewal capabilities to exploit their potentials in terms of maintaining and increasing their competitive
advantage.

Thus, the main purpose of this research is to investigate the relationship between strategic
renewal capability and firm sustainability. The key research question is how does strategic renewal
capability relate to firm sustainability? The remains of this research are structured as follows. The first part
reviews prior empirical research and relevant literature, proposes the theoretical framework to explain the
conceptual model, and develops the related hypotheses. The third part describes the research methods,
comprising the sample selection, data collection procedure, development of the measurements of each
construct, the statistical analyses, the fourth part presents the results of statistical testing, demonstrates
the empirical results and provides a discussion in full detail. The fifth part identifies the details of the
conclusion, the theoretical and managerial contributions. Finally, the researcher concludes of this

research.

2. Literature review and hypothesis development

Strategic renewal capability emerges from the integration of three main perspectives, namely,
knowledge management, intellectual capital and strategic management perspectives (Poyhonen, 2004).
Within these perspectives, the knowledge management perspective is to understand the context of the

organization, which leads to the capability of the organization. Organizations used this capability to
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maintain and develop themselves (Henderson & Cockburn, 1994; Zander & Kogut, 1995). The intellectual
capital perspective focuses on the resources exploitation of the organization, which allows creating the
organizational performance. Lastly, the strategic management perspective approaches the creation of
competitive advantage. This perspective stimulates adaptation and innovation in order to build
organizational competitiveness. Hence, these three perspectives support renewal capability as the
dynamic capability of an organization.

The literature review discusses the three perspectives proposed by Hong and Stahle (2005),
and it can be concluded that maintenance, development, adaptation and innovation are identified as
key factors within the dimensions of strategic renewal capability. These factors are consistent with the
concepts proposed by Stahle (2000) and Poyhonen (2004). However, there remain differences between
the studies of Stahle (2000) and Poyhonen (2004). Stahle (2000) focused on organizational adaptation as
a means of responding to changing environments to ensure organizational survival. He identifies the
dimensions of strategic renewal capability as consisting of maintenance development and adaptation.
Meanwhile, the study of Péyhdnen (2004), which focused on strategically proactive measures to promote
organizational success and sustainability, identified dimensions of strategic renewal capability as
consisting of maintenance development and innovation. In this research, the concepts of Stahle (2000)
and Poyhonen (2004) are integrated by combining the elements of the dimensions of strategic renewal
capability proposed by them. Hence, the dimensions of strategic renewal capability as posited in this
research combine operational maintenance focus, environmental adaptation orientation, business
development capability and organizational innovation enhancement.

Strategic renewal capability also has been recognized as essential to dynamic capabilities
because dynamic capabilities refer to the ability to renew the competencies to conform to the changing
business environment by integrating, adapting, and reconfiguring organizational resources to achieve
survival and sustainability (Helfat et al., 2007). Therefore, dynamic capability theory is applied to explain
the relationships among the four dimensions of strategic renewal capability and organizational survival and

firm sustainability. Finally, a conceptual model of this research is illustrated in Figure 1 as below.

Figure 1: Conceptual model of strategic renewal capability and firm sustainability

H1b-H4b (+)
Strategic Renewal Capability
® (Operational Maintenance Focus
® Environmental Adaptation Orientation H1a-H4a (+)| Organizational | H5 (+) Firm
® Business Development Capability Survival Sustainability
® Organizational Innovation Enhancement
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2.1 Strategic renewal capability

This research defines the strategic renewal capability processes of an organization as a means
to promote its ability to adapt and develop and thereby sustain its long term prospects in achieving its
future business goals. It relates to the organization’s ability to implement renewal processes through
effective maintenance, whether by incremental development, or radical innovation. Furthermore, renewal
capabilities generate the competitive advantage for the organization, the overall long-term strategy or the
vision of the organization, as well as its external environment. Stahle (1998) suggested that the ability of
renewal capability is a characteristic of dynamic systems. In addition, the researcher has related renewal
ability to be reflective, adaptive or radically dependent on the environment as discussed by Junell and
Stahle, (2011). The study by Stahle (1998) suggested that renewal ability includes the renewal capability
to operate within different environments and the ability to prioritize the operational environment in line with
organization strategy.

Prior research shows empirical evidence that renewal capability is directly related to the survival
and sustainability of organizations (Khumyat & Pratoom, 2015). Junell and Stahle (2011) suggested that the
renewal concept consists of either maintenance and adaptation, or innovation to organizational change
(Stahle & Gronroos, 2000; Stahle et al., 2003). In addition, the study of Junell and Stahle (2011) and
Poyhonen (2004) stated that development capability is an aspect of renewal because it is the ability to
bring sustainable growth of the organization, as well as the business development capability that was
identified as the process about the potential creation for firm sustainability (Serensen, 2012). Based on
the literature reviewed above, this research proposes four dimensions of strategic renewal capability as
follows.

2.1.1 Operational maintenance focus

Effective treatment is identified as one of the dimensions of strategic renewal capability in
which the process of maintenance comprise the maintenance of skills, abilities and knowledge of the
organization. It also includes maintenance tools, equipment or things that are used in the business of the
organization (Junell & Stahle, 2011; Poyhonen, 2004). In addition, the main goal of maintenance relates to
the efficiency of organizational operations over time (Péyhonen, 2004). Hence, maintenance is important
for administrators who need to maintain the efficiency of the organization in an environment that is
changing rapidly (Chan, 2008).

Maintenance in this context relates to the linkages between management practices that
sustain both tangible and intangible assets for the renewal functions of the organization (British Standards
Institution, 1993). Swanson (2001) stated that the operational maintenance focus is the relationship
between the concepts of maintenance policy and maintenance efficiency to accomplish organizational
purposes. The studies of various researchers have highlighted the importance of the operational
maintenance focus as it relates to the overall performance of an organization (British Standards Institution,

1993).
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In this research, operational maintenance focus is defined as the activity of an organization
which involves maintenance skills, abilities and knowledge, as well as providing the physical assets that
facilitate the operations of the organization in order to maintain the firm in a rapidly changing environment;
thus, influencing survival of the organization (Hamel, 1998; Teece, Pisano, & Shuen, 1997). Meanwhile,
operational maintenance focus is viewed as the ability to lead the organization to sustainable development
as it helps reduce operational conflicts and increases the performance of the organization (Swanson,
2001). Thus, this research has highlighted that the operational maintenance focus is associated with
survival and sustainability of organizations. Hence, these ideas lead to posit the following hypotheses.

Hypothesis 1: Operational maintenance focus will positively relate to a) organizational
survival and b) firm sustainability.

2.1.2 Environmental adaptation orientation

Environmental adaptation is defined as a specific capability within an organization to
respond to environmental change and to use this ability to sustain both survival and competitiveness to
bring about organizational success (Lee, 2001). This adaptation arises from an organization's efforts to
improve its businesses to suit a rapidly changing environment and focus on achieving organizational
success in the face of the challenges it confronts (Lee, 2001).

The concept of adaptation has been recognized as one of dimensions of strategic renewal
capability because the successful adjustment of an organization to fit the business environment is
consistent with the objectives of strategic renewal capability, and ensures the survival and sustainability
of the organization (Junell & Stahle, 2011; Poyhtnen, 2004). Moreover, the study of Pitt and Kannemeyer
(2000) found that environmental adaptation can help to stabilize an organization as it aims to adapt its
business model to harmonize with the market by taking into account the uncertainties relating to risk and
technology which create business ambiguity. Similarly, Stoica and Schindehutte (1999) have stated that
the adaptive organization helps its business to develop over time. The role of entrepreneurs is to use their
experience to support the promotion of products and markets, and to assist suppliers, employees and
other interests that have an influence on the organization. Therefore, it is highly probable that
environmental adaptation orientation influences survival and sustainability.

In addition, Morris and Zahra (1999) suggested that adaptation is very useful for
organizations in environmental change as organizations which successfully implement adaptations will
achieve higher organizational competitiveness than organizations without adaptation. Therefore, the
following hypotheses are proposed:

Hypothesis 2: Environmental adaptation orientation will positively relate to a) organizational
survival and b) firm sustainability.

2.1.3 Business development capability

The potentiality for business development is a major factor relating to the success of an
organization. Organizations rely on a capability for business development to create business opportunities

for growth and as a factor which helps them achieve competitive advantage (Junell & Stahle, 2011;
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Poyhonen, 2004). Business development capability has been identified as an aspect of business renewal
capability; the ability to bring about change and sustainable growth within an organization. Additionally,
business development capability has been identified as providing the potential for promoting
organizational growth (Sorensen, 2012).

Business development capability has been identified as a dynamic capability that can cope
with a changing environment (Eisenhardt & Martin, 2000; Teece, 2007) and which arises from the ability to
integrate knowledge, expertise and resources within the organization for the successful construction of
growth opportunities in an unpredictable environment (Sarensen, 2012). Business development capability
is focused on efforts to enhance the business value of an enterprise. Thus, it is associated with the
development of market channels, products and relationships with stakeholders (Gibb, 2006).

In addition, business development capability has also been recognized as having a
relationship with the survival of organizations (Eisenhardt, 1989; Eisenhardt & Martin, 2000; Teece, 2007;
Teece, Pisano, & Shuen, 1997). Likewise, the study of Soltani, Ramazanpoor and Eslamian (2014)
suggested that business development is a key process towards gaining a market advantage over
competitors thereby promoting sustainability. Hence, it may be related to stakeholder expectations.
Therefore, hypotheses are proposed as follows:

Hypothesis 3: Business development capability will positively relate to a) organizational
survival and b) firm sustainability.

2.1.4 Organizational innovation enhancement

Innovation is an important organizational strategy. It was identified as strategic proactivity,
one of the goals of strategic renewal capability (Stahle & Gronroos, 2000). The dimensions of strategic
renewal capability indicate that innovation is about proactively building new strengths for the future
(Poyhonen, 2004). Many scholars have expressed the view that innovation relates to the introduction of a
new concept, behavior or process. Such innovation may extend to new products, new services, new
technologies, or new management strategies (Damanpour & Evan, 1984; Khan & Manopichetwattana,
1989). Wu and Lin (2011) stated that innovation has two distinct aspects, namely, technological innovation
and management innovation. The concepts surrounding technology innovation refer to creating new
products, new services and new technology and have led to a new term, “technovation”, being coined.
Management innovation relates to creating new markets, new supply sources, and new organizational
approaches. However, all are crucial to organizational renewal to ensue firm sustainability.

Organizational innovation enhancement in this research is defined as a comprehensive set of
characteristics within organizations that (Burgelman, Maidique, & Wheelwright, 2004). Organizational
innovation is about promoting new technology or new administrative practices to enhance the operation of
an organization. It can also be referred to as the ability to transform knowledge into new ideas and new

methods to benefit the organization (Lawson & Samson, 2001).
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In addition, organizational innovation in terms of research and development are used in
developing new products and services (Ussahawanitchakit, 2006). Peng, Liu and Lin (2015) stated that
developing unique innovations to enable survival to succeed in an uncertain environment. Likewise,
Moreover, Albers and Brewer (2003) have stated that organizational innovation is the driving force behind
an organization’s survival as it encourages the integration of resources and knowledge to achieve the
goals of the organization. Hence, organizational innovation has been recognized as the ability to enable
organizations to survive and sustainability in an uncertain environment. Therefore, the following hypotheses
are proposed:

Hypothesis 4: Organizational innovation enhancement will positively relate to a)
organizational survival and b) firm sustainability.

2.2 The effects of organizational survival on firm sustainability
The consequence of strategic renewal capability in this research is organizational survival and
firm sustainability. This part emphasizes the effects of strategic renewal capability on firm sustainability.

2.2.1 Organizational survival

Organizational survival is a measure of success or failure arising from the operation of the
organization (Mata & Portugal, 2002; Persson, 2004).0Organizational survival is often dependent on the
ability of the managers, when faced with an uncertain external environment, whether due to changes
relating to the market, technology growth, or competitive turbulence, to respond appropriately (Claycomb,
Droge, & German, 2005). Thus, to be successful organizations must be able to cope with external
environmental threats if they are to survive in an uncertain external environment. However, Claycomb,
Droge and German (2005), elaborated that organizational survival is associated with socio-political
legitimacy. Therefore, this suggests that an organization's operations must remain in harmony with its
external environment, both economic and political.

The focus of this research is organizational survival in terms of the ability of organizations to
adjust to suit their environments. Thus, organizational survival in this research refers to the ability of
organizations to create and maintain their stability by managing uncertain competitive environments to
ensure long-term survival (Persson, 2004). In addition, the business operations of organizations, able to
survive in an uncertain competitive environment, are more likely to increase their financial returns, by such
strategies as enhancing their products and services and by maintaining their market share. Many scholars
realize that the importance of organizational survival is associated with the sustainability of an organization
(Ha, 2013).

2.2.2 Firm sustainability

In this research, a firm’s sustainability is defined in terms of a continuous increase of
business income and of profitability, improved product and service quality and growth of market share,
relative to past operating results. These factors are related to expanding business growth, increasing
shareholder value, corporate prestige and reputation, and correspondingly improved customer

relationships (Szekely & Knirsch, 2005). However, firm sustainability correlates to organizational survival;
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yet in this research, both are seen as distinct. Organizational survival focuses on the long term; the ability
to remain in business over time in a competitive environment. However firm sustainability focuses on the
ability to expand and grow a business; relating its present to its past operating results. Firm sustainability is
determined by the firm’s ability to survive in business and to generate business growth. Hence, firm
sustainability is affected by organizational survival. Therefore, a hypothesis is proposed as follows:

Hypothesis 6: Organizational survival will positively relate to firm sustainability.

3. Methodology

3.1 Sample selection and data collection procedure

The target population was 855 software businesses in Thailand drawn from the Software Industry
Promotion Agency (SIPA) of Thailand data base as of the 25th of March of 2016. Of the 855 questionnaires
sent to the selected respondents by the chief executive officer (CEO) or executive director of each firm
was considered as the appropriate key informant. All of questionnaires were mailed to respondent firms,
and a period of eight weeks was allowed to receive replies, before a follow up mail-out was undertaken to
non-respondents. It was found that 172 surveys were returned unclaimed and hence rejected as the firms
had either ceased to operate or had moved to another (unknown) location. These undeliverable surveys
were removed from the study. Consequently 683 surveys remained valid for research purposes, and of
these 163 firms responded. However, of these, seven surveys were incomplete, and were discarded
leaving a balance of 156 completed surveys that were usable for purposes of analysis. This yields a
calculated response rate of approximately 22.84 percent. According to Aaker, Kumar, and Day (2001), the
effective response rate for a mail-out survey without an appropriate follow-up procedure, should be more
than 20 percent, a range that is considered acceptable for data analysis.

3.2 Test of non-response bias

The non-response bias is evaluated to ensure the legitimacy of the research outcomes by
ensuring that the final sample represents the population of the research. The non-response bias is tested
before the data are analyzed. Non-response bias testing is used to verify bias between “response” and
“non-response” by comparing early versus late responders (Armstrong & Overton, 1977). In analyzing the
data received this research used t-test comparisons to compare the firms' characteristics, such as the
amount of capital, the number of employees, and average income per year between early and late
respondents. If the t-test comparison shows no significant difference between these two groups of
respondents, it can be assumed that these returned questionnaires have no non-response bias problem
(Armstrong & Overton, 1977). All of the received questionnaires were divided into two equal groups. The
early respondents’ responses and the late respondents’ responses have been compared by using, t-test
analysis. The firms’ demographics, including business entity, business types, working capital, number of

employees, operating periods and average annual incomes were compared.

215a1SMSUNYBIA:NISOANIS  UNNINENAgUnIasAIl

58 | = —
Un 10 auun 3 n.A.-ng. 61




Strategic Renewal Capability and Firm Sustainability: An Empirical Investigation... / Wasin Phetphongphan et al.

The results were not significant between early and late responses. It can be confidently
concluded that the non-response bias is not a serious problem in this research (Armstrong and Overton,
1977).

3.3 Variable measurement

In this research, the measurement and evaluation of responses have been developed from
several sources, including the relevant literature, definition of terms, and prior research instruments. Each
construct in the conceptual model is measured against multiple items. All constructs in this research are
abstract, they cannot be measured directly. The use of multiple items to measure abstract constructs is the
one of the methods for solving this situation (Churchill, 1979). Each construct is rated on a five-point Likert
scale (1 = strongly disagree to 5 = strongly agree). The variable measurements of this research are
described as follows:

3.3.1 Dependent variable

Firm sustainability is the measure for evaluating the achievement of the operation of the
organization (Stanley, Hult, & Olson, 2010) which focuses on the achievement of continuous incremental
growth such as sales growth, profitability and market share when compared with operating results in the
past. It also includes providing outstanding services over competitors and having reputation that is
accepted by customers. To measure firm sustainability, five items in the questionnaire were adapted from
a study by Phokha and Ussahawanitchakit (2011).

Organizational survival is measured by the perception about the survival of the business in
the long term, business overall outcome, recognized by customers, retain old customers and business
administration under the risks (Esteve-Perez & Manez-Castillejo, 2008). The assessment of responses in
relation to organizational survival was based on a five items in the questionnaire developed from the
literature and definitions.

3.3.2 Independent variables

Strategic renewal capability is an independent variable that consists of four dimensions:
operational maintenance focus, environmental adaptation orientation, business development capability
and organizational innovation enhancement. These dimensions reflect renewal capability through the
operation of the organization. Each dimension is separately measured using its definition as follows.

Operational maintenance focus is assessed by activities of the organization that focus on
maintenance knowledge, monitoring of knowledge, data preservation and taking advantage of the
organizational capabilities over time. Operational maintenance focus is measured by five new scale, five
items in the questionnaire were developed from the literature.

Environmental adaptation orientation is measured by activities involving modification,
adaptation, and flexibility of policy and operations under a changing environment of an organization. Four

items in the questionnaire were adapted from a study by Chankaew and Ussahawanitchakit (2011).
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Business development capability is measured by a five-item new scale which involves
improving processes, expanding markets and developing products, with the objective of increasing quality
and reducing waste.

Organizational innovation enhancement refers to new processes, new services, and new
products created by an organization. Organizational innovation enhancement was assessed using four
items in the questionnaire adapted from the research of Pongpearchan and Ussahawanitchakit (2011).

3.3.3 Control variables

Control variables in this research comprise age and size of the firm. For the analysis, firm age
is represented by a dummy variable including 0 (less than or equal to 15 years), and 1 (more than 15
years). Firm size is represented by a dummy variable including 0 (less than 25 employees), and 1 (equals
25 or more employees).

3.4 Validity and reliability

In this research, convergent validity was tested by the factor loading, which acceptable cut-off
score was 40, as a minimum (Nunnally & Bernstein, 1994). For the reliability of the measurement, this
research used the Cronbach’s alpha by test the internal consistency of each construct. Coefficient alpha
indicates the degree of internal consistency among items that should be greater than 0.70 (Hair et al.,
2010).

Table 1: Result of measure validation

Variables Factor Loadings Cronbach’s Alpha
Operational Maintenance Focus (OMF) 726 - .817 .818
Environmental Adaptation Orientation (EAQ) .824 - .908 .895
Business Development Capability (BDC) .795 - .878 .885
Organizational Innovation Enhancement (OIE) 794 - .897 .868
Organizational Survival (OSV) .839 - .885 915
Firm Sustainability (FSU) .881-.916 .941

Table 1 shows the results of measurement verification of the 30 sets of pretest data. Both factor
loading and Cronbach’s Alpha were tested. The factor loadings were tabulated and the range of variables
was between 0.726-0.916, which it indicates that construct validity is at acceptable levels. Moreover, the
range of Cronbach’s alpha coefficient was between 0.818-0.941, all of which was greater than 0.7.
Therefore, it can be concluded that all items in this research have sufficient internal consistency.

3.5 Statistical techniques

The Ordinary Least Squares (OLS) regression analysis was applied to examine the hypotheses.
Given the range of distribution of data collected in this research, across a wide range of variables, both
interval and categorical regression analysis was appropriate to test the relationships among all variables
(Hair et al., 2010). From the conceptual model and hypotheses, the following five equation models are

formulated:
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Equation 1: OSV = @, + B,FAG + B,FSI +€,

Equation 2: OSV

o, + B,omF + B,EAO + B.BDC + B,OIE + BFAG + B,FSI + €,

Equation 3: FSU = 0., + B,FAG + B,FSI +E,
Equation 4: FSU = o, + 8, ,0MF + B, A0 + B,.80C + B,,0iE + B,.FAG + B,FSI +E,
Equation 5: ASA = d, +[3,,0SV + B,FAG + B,FSI +E,

4. Results and discussion

The correlations among each dimension of strategic renewal capability, its consequential

relationships are shown in Table 2. The results show that the correlation among the dimensions of

strategic renewal capability, including operational maintenance focus, environmental adaptation

orientation, business development capability and organizational innovation enhancement are between

0.420 - 0.612. These correlations do not exceed 0.8, so they are within the limits as recommended by Hair

et al. (2010). In addition, the maximum VIFs value of four dimensions of strategic renewal capability is

1.930 which is well below the cut-off value of 10 (Hair et al., 2010). Thus, this research identified no multi-

collinearity problems.

Table 2: Descriptive statistics and correlation matrix

Variable OMF EAO BDC OIE osv FSU FAG
Mean 4.08 4.22 411 412 3.80 3.51 -
SD 0.55 0.59 0.58 0.59 0.63 0.83 -
OMF 1
EAO 612" 1
BDC 502" 420" 1
OIE 540 533 612" 1
osv 500 4727 468 495" 1
FSU 516 470" 443" 5127 824" 1
FAG -.026 116 086 041 023 -017 1
FSI -.011 042 -.045 049 088 137 272"

Note: ***p <.01

Hypothesis testing, of the results of OLS regression analysis are presented in Table 3. Firstly, the

results indicate that operational maintenance focus (first dimension) significantly and positively relates to

organizational survival (8,= 0.197, p < 0.05) and firm sustainability (8,,= 0.227, p < 0.05). Swanson (2001)

suggested that operational maintenance focus is viewed as the ability to lead the organization to survival
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and sustainable development because maintenance helps to reduce errors caused by the operation and

increase the performance of organizations. Therefore, Hypotheses 1a and 1b are supported.

Secondly, the results show that there is relationship between environmental adaptation

orientation and its consequences comprising organizational survival (8,= 0.175, p < 0.05) and firm

sustainability (8,,= 0.158, p < 0.1). The research of Péyhonen (2004) and Junell and Stahle (2011)

indicated that adapting to suit the business environment can be promote the survival and sustainability of

an organization. Thus, hypotheses 2a and 2b are supported.

Thirdly, the results reveal that business development capability has a significantly positive effect

on organizational survival (8,5= 0.193, p < 0.05) and firm sustainability (8,,= 0.145, p < 0.1). The study of

Soltani, et al. (2014) suggested that business development is a key process for firm sustainability. In

addition, levels of business development are recognized as having a relationship with the survival of

organizations and this is discussed in the dynamic capabilities literature (Teece, Pisano, & Shuen, 1997,

Eisenhardt, 1989: Eisenhardt & Martin, 2000; Teece, 2007). Thus, hypotheses 3a and 3b are supported.

Table 3: Results of Hierarchical Regression Analysis for Effects of Each Dimension of Strategic Renewal

Capability on Its Consequences

Independent Variables

Dependent Variables®

osv osv FSU FSU FSU
Operational Maintenance Focus 97+ 227
(OMF : H1a-H1b) (.090) (.089)
Environmental Adaptation 75 ** .158*
Orientation (EAO : H2a-H2b) (.088) (.086)
Business Development Capability 193 ** .145*
(BDC : H3a-H3b) (.086) (.085)
Organizational Innovation 165* .205**
Enhancement (OIE : H4a-H4b) (0.091) (.090)
Organizational Survival (OSV : H5) .815***
(.046)
Firm Age (FAG) -.007 -.089 A27 -.196 -122
(.176) (.147) (.175) (.144) (.108)
Firm Size (FSI) .230 .235 .384* .378** 197+
(.200) (.165) (.199) (.162) (.115)
Adjusted R” .004 .331 .011 .335 674
Maximum VIF 1.080 1.930 1.080 1.930 1.089

*kk
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Finally, the results demonstrate that organizational innovation enhancement has several
consequences, including organizational survival (B,= 0.165, p < 0.1) and firm sustainability (8,,= 0.205,
p < 0.05). Albers and Brewer (2003) said that organizational innovation is the driving force for the
organization’s survival by taking advantage of the integration of resources and knowledge to achieve the
goals of the organization. Therefore, hypotheses 4a and 4b are supported.

Additionally, the relationships between organizational survival and firm sustainability, the
analysis reveals that there is significant relationship between the aforementioned relationships (8,,= 0.815,
p < 0.01). Likewise, the study of Mozilo (2001) identified that organizational survival has the ability to
respond to the diverse needs of the market, by an operating efficiency that includes adapting to
technology growth, which leads to ongoing firm sustainability. Therefore, hypothesis 5 is strongly
supported.

With respect to the control variables, firm age shows there are no significant influences on
organizational survival and firm sustainability. However, firm size has a significant positive influence on firm
sustainability. The research of Patel, Terjesen, and Li (2012) suggests that firm size relates directly to firm

performance and sustainability as large firm have advantages in terms of operational resources.

5. Contributions

5.1 Theoretical contribution

This research attempts to expand knowledge regarding the importance of the use of strategic
renewal capability in an organization to promote sustainability in an environment of intensive competition.
It helped broaden understandings of concepts underpinning strategic renewal capability by offering a new
dimension of strategic renewal capability in terms of an operational maintenance focus, environmental
adaptation orientation, business development capability and organizational innovation enhancement.
Furthermore, this research has emphasized the importance of strategic renewal capability in increasing
organizational survival and firm sustainability.

5.2 Managerial contributions

There are several managerial implications with respect to managers facing strong pressure from
aggressive and volatile competition. Where a firm is under pressure, internally or externally, to modify itself
to survive and prosper, strategies are needed to lead to the achievement of hence firm sustainability.
Based on this study there are strategies that top management can adopt. In this regard management
needs to recognize the importance of environmental adaptation and business development, to enable
survival of a firm. Managers should focus on a management philosophy that promotes operational
maintenance and organizational innovation as these are important factors that enable an organization to

remain competitive and achieve its goals.
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6. Conclusion

This study suggests the relationships the fours dimensions of strategic renewal capability
(operational maintenance focus, environmental adaptation orientation, business development capability
and organizational innovation enhancement) on organizational survival and firm sustainability. 156 software
businesses are employed as the sample of the study. The data is analyzed by regression analysis.

The empirical results reinforce the conclusion that strategic renewal capability is an important factor in
terms of survival and sustainability. Furthermore, organizational survival has a positive influence on firm
sustainability.

This research has a number of limitations. Firstly, the software industry has a high turnover rate
as many firms drop out of the industry while at the same time new firms are always entering this industry.
Hence the membership list of the Software Industry Promotion Agency (SIPA) is not always up to date.
Therefore, this limitation may be reflected in the number of undelivered questionnaires. Its limitations
suggest that need for future research both within and across the software industry in Thailand but also in

other countries and with reference to other industries operating in highly turbulent environments.

7. Conclusion

Future research might introduce additional moderating factors such as the relevance of levels of
business acumen displayed by managers or, at a more complex and controversial level, the long and short
term effects of governmental financial interventions on organizations intended to promote or supplement
strategic renewal. Parallel or comparative studies of other organizations in Thailand, or elsewhere might be

undertaken with reference to this research.
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Employee Creativity Management Capability and Corporate Sustainability:

Empirical Evidence from Furniture Exporting Businesses in Thailand

Pattarika Chinchangx Karun Pratoom’ and Prathanporn Jhundra-indra’

Abstract

Employee creativity management capability has been recognized as one of the foremost capabilities
which influence on business competitiveness, firm success, and corporate sustainability. The aim of this study
was to investigate the relationship among employee creativity management capability's dimension and, its
consequences. Data were derived from a survey of 139 furniture exporting businesses in Thailand. The
regression analysis was used to verify the hypotheses. The results highlighted that new ideas generation
orientation, working practice originality implementation, and job improvement value focuses had a significant
positive effect on business competitiveness. Likewise, job improvement value focus and creative solution
usefulness competency had a significant positive effect on firm success. Moreover, the results also showed
the relationship among business competitiveness, firm success, and corporate sustainability. Theoretical and

managerial contributions, conclusion, and suggestions for future research are also presented.

Keywords: Employee Creativity Management Capability, Business Competitiveness, Firm Success,

Corporate Sustainability, Furniture Exporting Businesses.

1. Introduction

The rapidly changing and extremely competitive environment has created opportunities and
challenges for firms. Therefore, firm typically attempt to create and maintain the firm success and business
competitiveness. The firm needs to continue generates and develop creativity, which can upgrade distinctive
competencies of a firm by devising new products and service to respond to consumer demand (Vicenzi,
2000). Encouraging creativity can be essential for gaining and increasing business excellence and it can be
useful to build a corporate sustainability. Many firms have tried to use various creative ideas to improve and

develop firms to achieve effectiveness and efficiency, such as the ability to create new products (Huang et al.,
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2016). Creativity is invaluable and an indispensable resource and has become a core resource for achieving
organizational success. It is also at the heart of increasing and generating competitive advantage that an
organization can achieve an advantage over its competitors (Amabile et al., 1996). Increasing creativity is one
of the crucial issue and challenges that makes organizations adapt to compete with other firms and can

make a difference in the delivery of goods or services, which create the greatest consumer satisfaction (Yang
et al., 2016). Many organizations have an idea to convert knowledge or creativity within an organization, which
as property, is like intangible assets to benefit economically or establish a commercial advantage (Joo et al.,
2014). The most organization realized that creativity is necessary for the organization, which these lead to a
creative organization (March, 1991). Organizations can promote employees' creativity by the stimulation of
creativity in the workplace to gain and maintain a competitive advantage (Kim et al., 2010). Although the work
on employee creativity has been studied in diverse disciplines for the past decade, a substantial number of
studied about employee creativity has focused on the individual level (Zuckerman & Cole, 1994). At the level
of organization, creativity is a necessary factor in building an effective high performance (Weinzimmer et al.,
2011). Nevertheless, there is little empirical evidence on the employee creativity at the organization level and
rarely considers the perspective of management capability. The key consideration of this research explores
the creativity which is particularly challenging in Furniture Exporting Business in Thailand for generating and
sustaining organizational competitiveness. Therefore, this study is aimed to examine the relationship among
employee creativity management capability and corporate sustainability via business competitiveness and firm
success. The concept of employee creativity management capability is the combination of employee's
creativity and organization’s management capabilities. It plays an importance role in encouraging and
supporting employees to generate cognition, utilize behavioral patterns in routine activity, improve a task
performance, perform the basic functional activities, and effectively solve problems. Moreover, the resource-
advantage theory is utilized to explain the relationships among employee creativity management capability and
its consequences, which is a theoretical integration for describing and explaining the complete phenomenon in

this study.

2. Literature review and hypothesis development
A conceptual framework of employee creativity management capability and corporate sustainability
is illustrated in Figure 1. The study proposed the effects of five dimensions of employee creativity management

capability that have an influence on business competitiveness, firm success, and corporate sustainability.
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Figure 1 Model of Employee Creativity Management Capability and Corporate Sustainability

2.1 Employee creativity management capability

The development of knowledge, skills, and expertise of employees are importance to solve problems
in the workplace. Moreover, increasing knowledge, skills, abilities, expertise and creativity of employees can
lead to a sustainable competitive advantage that are hard for competitors to imitate (Rasulzada & Dackert,
2009). Employee creativity is a highly important element of organizational success for survival in a highly
competitive business environment. It can either be promoted or inhibited by focusing on building
organizational values, culture, and norms, and performed by focusing on generating work guidelines to
employees (Shalley et al., 2004). Moreover, the role of an organization's management capabilities are a
foremost engine of business growth, and these are necessary elements for congruency between competencies
and the context of changing environmental conditions that can lead to increased organizational performance
and success (Kor & Mesko, 2013). Therefore, an organization's management capabilities are part of the core
stage that can bring the business success or failure to the organization. Employee creativity management
capability is the combination of employee's creativity and organization's management capabilities. It plays a
prime role in encouraging and supporting skills, attitudes, and behaviors of employees in the workplace. It
helps promote an organization's management capabilities which dedicated to an inspiring and motivating
employee about creative thinking skills (Pan et al., 2012).

This study has applied concepts from the prior research, Amabile (1996) who proposed four factors
to manage creativity in organizations, which consists of goal setting process, evaluation, reward, and pressure.
Base on the literature review, this study defined employee creativity management capability as organization's
ability that encourages employees to produce ideation, utilize behavioral patterns in routine activity, improve a
task or activity performance, perform the basic functional activities of the firm, and solve effectively problems,
which are creating a fresh perspective that can bring the foremost benefit to an organization (Amabile,1996;
Woodman et al., 1993). Moreover, this study has developed five dimensions of employee creativity
management capability which integrate from the review of related literature (Yeh-Yun Lin & Liu, 2012). These

are composed of new ideas generation orientation, working practice originality implementation, novel
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operational method awareness, job improvement value focus, and creative solution usefulness competency.
Moreover, the resource-advantage theory is the main theory explaining employee creativity management
capability. The resources of employee creativity management capability comprise both tangible and intangible
resource that encourages the firm to build effective and efficient performance for businesses (Colbert, 2004).
Managing these resources are particularly important for an organization to operate efficiently, an employee
creativity management capability plays a crucial role in the business success which can build sustainability in

future (Hunt & Arnett, 2003).

New ideas generation orientation

New ideas generation orientation is the first dimension of employee creativity management
capability. New ideas can bring the greatest benefit to the firm by generating and developing, which are the
prime drivers of organizational growth by the creativeness of employees (Nikolowa, 2014). The ability to
generate new ideas of an organization is important survival skills in a rapidly changing business environment,
which resulted in different organizations, need to adapt the existing strategies or create the new strategies
(DeHaan, 2011). Therefore, new ideas generation orientation in this research is defined as the organization's
ability to promote and encourage employee, by focusing on effectively creating, developing, and
communicating ideas and transform from abstract ideation into something more concrete which brings the
important benefit to the organization (Grimaldi & Grandi, 2005). New ideas generation are regarded as
prerequisites for the effectiveness and the continued ability, which can be considered part of the important
driving force of the firm success. It is a prime factor in improving organizational innovation and new ideas
generation is also the main driver of creating and sustaining competitive advantage for firms (Geum & Park,
2016). Heong et al. (2012) demonstrate the role of generating ideas concept is the critical factors to achieving
success, which requires thinking carefully to create ideas and it was found that the major obstacles to ideas
generation are a deadlock of ideas. According to the relevant literature, new idea generation orientation is
more likely to enhance organizational productivity, organizational innovation, and organizational excellence.
Therefore, the hypotheses are proposed as follows:

Hypothesis 1: new ideas generation orientation is positively related to (a) business
competitiveness and (b) firm success.

Working Practice Originality Implementation

Working practice originality implementation is the second dimension of employee creativity
management capability. The work practice of employees is important to create a common understanding of
activities and processes on the work that takes place within an organization (Zacarias & Martins, 2012).

Working practice are the behavioral patterns of individuals in the organization, which are doing the inner work
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of the organization can have an important impact on employee connections, interactions and achievement due
to these working practice are a close link in organizational culture (Koveshnikov et. al, 2012). Creating work
practices is critical to encourage users to achieve efficient and effective operation in an organization (Brézillon,
2003). Working practice is a notion that started from characteristics of socio-technical systems, management
science, business and organizational anthropology, and designing a working system (Warren, 2003).
Therefore, working practice originality implementation in this research is defined as organization's ability to
understand and utilize to patterns of work activity by supporting and developing the skills, knowledge, abilities
and behavior necessary to perform the work, which is an essential aspect of building a successful business
(Zacarias & Martins, 2012). Considering a working practice within an organization is consistent with the
arrangement of the workplace which is one of the foremost parts that support organizational success. It is also
foremost to creating a deeper understanding of conducting individual activities, which is composed of a
process of doing business, and evaluating the actual operational alignment and process alignment can lead to
business competitiveness in future (Rosholm et al., 2013). Working practice is generated by recognizing
congruence among organizational design and structure, job titles and descriptions, work system method,
recruitment and selection process, organization development process, performance management system,
internal communications plan, and technology, by using more efficient working practice can build business
competitiveness in future (Adnan et al, 2015). Based on the relevant literature, working practice originality
implementation is more likely to enhance business competitiveness and firm success. Therefore, the
hypotheses are proposed as follows:

Hypothesis 2: working practice originality implementation is positively related to (a) business
competitiveness and (b) firm success.

Novel operational method awareness

The third dimension of employee creativity management capability is novel operational method
awareness. Operation capability is broadly perceived as a key factor in combinations of complex activities that
operate in firms to develop or improve the efficiency and productivity, which relate to production capabilities,
the flow process of materials into firms, and the advancement of technology (Yu et al., 2014). Wu et al. (2010)
are observing the firms that have the new methods of operation can help to increase systematic opportunities
and challenges of the common process encourage the business operations that are important to improve new
processes in organizational innovation development. Oke and Kach (2012) found that the new method of
operation that can create differentiated skills, processes, and routines. It is an improvement, development, and
implements for new operational processes that have highly efficient performance. Therefore, novel operational
method awareness in this research is defined as the organization's ability to realize the potential of new

thinking, new methods and new techniques to increase operational efficiency and effectiveness, which are
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critical for organizations to achieve goals and gain competitive advantage over competitors (Wu et al., 2010).
Krasnikov and Jayachandran (2008) provide relevant evidence that supports the connection between
operations capabilities and increasing competitive advantage are the crucial importance of requirements for
business competitiveness. Azadegan (2011) is convinced that the novel operational method and linking using
the common process are particularly important to generate and maintain business competitiveness. Focusing
on building the new method of operating as a major engine can be used to achieve goals and strategies that
drive a firm's success (Hammer, 2004). Based on the relevant literature, novel operational method awareness
is more likely to increase business competitiveness and firm success. Therefore, the hypotheses are proposed
as follows:

Hypothesis 3: novel operational method awareness is positively related to (a) business

competitiveness and (b) firm success.

Job improvement value focus

The fourth dimension of employee creativity management capability is job improvement value
focus. Aswathappa (2005) provided the job improvement value denotes important concepts of motivational
enhancement that are added more challenging, or rewarding to the job. Focusing on job improvement value is
to soothe the chronically bored employees that streamed from excessive specialization tend to be mass
production that can building a source of job satisfaction. It is a root of enhancing motivation for the employee
and can bring the greatest goal to the organization by focusing on behavior (Orpen, 2011). Therefore, job
improvement value focus in this research is defined as organization's ability to inspire employees by
concentrating worth adding to daily tasks and more responsibility to create meaningful, challenging, and
interesting tasks which are important that helps organization become successful (Rey-Marti et al., 2016).
Ruthankoon and Ogunlana (2003) provided evidence to support the important driving force of job satisfaction
and also considers are the factor such as job improvement which is regarded as elements to create and
maintain job satisfaction is still a key tool to achieve firm success. Orpen (2011) suggested that job
improvement value that can build employee satisfaction and performance in the workplace, which implies that
job improvement value leads to increasing employee performance which can be considered a part of
achieving a business competitiveness. Based on the relevant literature, job improvement value focus will have
a positive influence on business competitiveness and firm success. Therefore, the hypotheses are proposed as
follows:

Hypothesis 4: job improvement value focus is positively related to (a) business competitiveness

and (b) firm success.
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Creative solution usefulness competency

Creative solution usefulness competency is the last dimension of employee creativity
management capability. The role of an ability to solve problems creatively is the most crucial thing in
performing in an organization due to new problems can have on every day (Trilling & Fadel, 2009). Creative
problem solving reflects the processes of crucial creativity that link with the building which compose the action
of identifying and construction, the acquisition of information, and concepts, as well as the implementation that
contains the assessment, the selection, and planning (Reiter-Palmon & lllies, 2004). Therefore, creative solution
usefulness competency in this research is defined as the organization's ability that provides support to
employee to find a way to be more diverse, pursue new possibilities, create new alternative, and think outside
the box for a problem-solving of organization in order to help achieve organizational business goals and
objective (Althuizen & Wierenga, 2014). A creative solution is important in the organization that demonstrated
by the creativity employees in order to find a solution to the problems in the organization, and the creative
solution of organizations can be used as the competitive engine to gain and maintain business
competitiveness (Ray & Romano, 2013). Generally, studies have found that creativity in an organization is
associated with a creative solution, which the investigation found that individual creativity to solving problems
for achieving firm success when it is also in the same situation (Carmeli et al., 2013). Based on the relevant
literature, creative solution usefulness competency is more likely to increase business competitiveness and firm
success. Therefore, the hypotheses are proposed as follows:

Hypothesis 5: Creative solution usefulness competency is positively related to (a) business
competitiveness and (b) firm success.

2.2 The consequences of employee creativity management capability

Business competitiveness

The concept of competitiveness linked to the strategy and operations of an organization. It is a
factor that explains the fundamental strength of the economy because it relates to competitors in competitive
markets for goods, services, skills, and concepts. It is a superior competitive ability over others in design,
manufacturing, service, and product which can be considered superior performance from both monetary and
non-monetary value (Ambasta & Momaya, 2004). In this research, business competitiveness is defined as the
potential of organizations to manage and operate business better than a competitor, which is the ability to
provide good customer service, generate innovation, and maintain quality (Testa et al., 2011). Prasertsang,
Ussahawanitchakit, and Jhundra-Indra (2012) provided the relationship between firm competitiveness and
corporate sustainability, which demonstrates that the business competitiveness and firm success are regarded
as a significant mechanism that is essential to create corporate sustainability in a rapidly changing business

environment. In building a business competitiveness of organizations, there are a variety of approaches to
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achieve business competitiveness, including strategies implementation that enhances the ability of an
organization, such as a cost leadership strategy and a differentiation strategy to gain a firm success (Tan et al.,
2015). Based on the relevant literature, business competitiveness will have a positive influence on firm success
and corporate sustainability. Therefore, the hypotheses are posited as follows:

Hypothesis 6: business competitiveness is positively related to (a) firm success and (b)

corporate sustainability.

Firm success

The organization operates to achieve organizational goals and objectives, both in terms of
finance and marketing, consisting of customer relationship management, customer satisfaction, sales growth,
market share, and profitability, that can build corporate sustainability in future (Cadez & Guilding, 2008).
Waranantakul et al. (2013) provided an understanding of firm success as the operation to achieve the prime
goals, which introduces the four major perspectives of the performance consisting of finance, customer,
internal business process, and growth. Therefore, firm success in this research is defined as the achievement
of the business to have income and profits according to the goals, the growth rate of market share, the
financial position and the performance that are higher (Maltz et al., 2003). There are important for
organizational survival and growth. Chatman and Barsade (1995) suggested that firm success related to
strategic capabilities, is a key factor to the success of the organization, because the organization can be used
as a competitive weapon for it to gain success in a challenging and rapidly-changing market. Based on the
relevant literature, firm success will have a positive influence on corporate sustainability. Therefore, the
hypothesis is posited as follows:

Hypothesis 7: firm success is positively related to corporate sustainability.

Corporate sustainability

Corporate sustainability that originates from the developing and supporting corporate capabilities
is a significant tool to gain or maintain a long-term competition (Johannessena & Olsen, 2003). In this research,
corporate sustainability is defined as the long-term performance of firms that are increasing continuously and
maintain profitability in both profit and non-profit success (Dyllick & Hockerts, 2002). Developing of corporate
sustainability is a prime tool in reducing the cost of production, risk management process, and new product

development for a corporation to enjoy sustained, above-normal returns in the long-term (Azapagic, 2003).
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3. Research methodology
3.1 Sample selection and data collection procedure
Furniture exporting businesses in Thailand is chosen as the data source to manifest the empirical
research. The population in this research is 740 firms that were acquired from the database of the Department
of International Trade Promotion Ministry of Commerce in Thailand. One of the reasons for choosing furniture
exporting businesses is because it is business processes and operations based on the firm's managerial
ability to enhance and accelerate employee creativity. It means that firms usually apply creativity in business
processes and operations with furniture exporting. A mail survey procedure via the questionnaire was utilized
for data collection. However, with regard to the questionnaire mailing, 68 surveys were undeliverable because
some firms moved to the unknown locations. As the result, 144 responses were received. Only 139 surveys
were usable. Thus, the response rate was approximately 20.68 %. To test potential and non-response bias, the
comparison between early and late respondents demonstrate that no significant difference between groups,
which implied that this study is without non-response bias problems.
3.2 Variable measurement
Multiple items for construct measurement are used to measure each construct in the model.
Each of these variables is measured by five-point Likert scale ranging from 1 (strongly disagreement) to
5 (strongly agreement) because the questions in a survey are to measure perceptions of each variable
(Newell & Goldsmith, 2001). The variable measurements of dependent and independent and the control
variable are clarified as follows:
3.2.1 Dependent variables
Corporate Sustainability (CSU) is measured by a four-item scale which involves the increase
continuously and maintain profitability such as maintain the quality of products and services, market share,
business growth, continuous profitability, reputation, acceptance.
3.2.2 Independent variables
This research has seven Independent variables are composed of 1) new ideas generation
orientation (NIG) is measured by four-item scale, 2) working practice originality implementation (WPO) is
measured by four-item scale, 3) novel operational method awareness (NOM) is measured by four-item scale,
4) job improvement value focus (JIV) is measured by four-item scale, 5) creative solution usefulness
competency (CSC)is measured by a four-item scale, 6) business competitiveness (BUC)is measured by a
four-item scale, and 7) firm success (FSU) is measured by a four-item scale.
3.2.3 Control variables
This research recognizes the importance of firm age and firm size that may affect the

hypothesized relationships, and both variables are determined as control variables. Firm age (FA) is measured
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by the number of years that the firm has operated in the business. It is the dummy variable in this study (0 =
less than or equal to 15 years, 1= more than 15 years). Firm size (FS) is evaluated by the number of employees
currently registered full-time in an organization. It is the dummy variable in this study (0 = less than or equal to
150 employees, 1= more than 150 employees).

3.3 Reliability and validity

This study employs a pre-test as a technique for preliminary analysis to improved data collection
instruments. The first 30 received surveys are selected to test the validity and reliability of the instrument.
Table 1 demonstrates reliable and valid assessments of this study. The factor loadings range from 0.637 to
0.818. These values are greater than the cut-off score of 0.4, which indicate acceptable construct validity
(Nunnally & Bernstein, 1999). Moreover, the Cronbach's alpha coefficients range from 0.706 to 0.767. These

values are greater than 0.70, which indicate acceptable Cronbach's alpha coefficient (Hair et al., 2006).

Table 1 Results of Measure Validation

Constructs Factor Loading Cronbach’s Alpha
Corporate Sustainability (CSU) 0.725-0.818 0.764
New Ideas Generation Orientation (NIG) 0.693 - 0.788 0.750
Working Practice Originality Implementation (WPO) 0.673 -0.783 0.748
Novel Operational Method Awareness (NOM) 0.725 - 0.806 0.748
Job Improvement Value Focus (JIV) 0.675-0.789 0.728
Creative Solution Usefulness Competency (CSC) 0.706 - 0.793 0.732
Business Competitiveness (BUC) 0.712-0.814 0.767
Firm Success (FSU) 0.687 - 0.795 0.734

3.4 Statistical Techniques
The ordinary least squares (OLS) regression analysis is used to test and examine the hypothesized
effects of five dimensions of employee creativity management capability on consequences (business
competitiveness, firm success, and corporate sustainability). As all dependent variables, independent
variables, and control variables in this study are categorical and interval data, OLS as an appropriate
approach to examining the hypothesized relationships. The equation relationship of the regression models are
demonstrated as follows:
Equation 1: BUC=  a+BNIG + BWPO + BNOM +BJIV +B.CsC+BFAG + BFSI + &,
Equation2: FSU = a,+PNIG + BWPO + S NOM +3 JIV +3,,CSC+[3 FAG + B FSI + &,
Equation3: FSU=  a, +f3,BUC + 3,FAG + B, FSI +&,

215a1SMSUNYBIA:NISOANIS  UNNINENAgUnIasAIl

78 | = —
Un 10 auun 3 n.A.-ng. 61




Employee Creativity Management Capability and Corporate Sustainability: Empirical Evidence... / Pattarika Chinchang et al.

Equaton4: CSU= «,+f,BUC + [ FSU + [, FAG + B,FSI +¢&,

4. Results and Discussion

Table 2 illustrated the descriptive statistics and correlation matrix for all variables. The finding indicate
that new ideas generation orientation, working practice originality implementation, novel operational method
awareness, job improvement value focus, creative solution usefulness competency, business competitiveness,
firm success, and corporate sustainability, having the mean 4.40, 4.38, 4.46, 4.43, 4.48, 4.44, 4 43, and 4.48
as well as having the standard deviation 0.42, 0.43, 0.39, 0.40, 0.39, 0.43, 0.42, and 0.43 respectively.

The variance inflation factors (VIF) in equation 1- 4 ranged from 1.098 to 2.267 were below the cut-off
value of 10. Therefore, the results of regression analysis in this research indicate acceptable the cut-off value

(Hair et al., 2010).

Table 2 Descriptive Statistics and Correlation Matrix

Variables NIG WPO NOM JIV cscC BUC FSU csu
Mean 4.40 4.38 4.46 4.43 4.48 4.44 4.43 4.48
S.D. 0.42 0.43 0.39 0.40 0.39 0.43 0.42 0.43
WPO 4117
NOM 331 537
Jv 326 3437 4147
csc 280 3700 353 521
BUC 346 4137 366 444 364
FSU 348" 3247 326 395 400 5727
CcSu 345" 436 438 359 359 483 636
FA 140 186 137 107 .087 104 .059 205
FS .090 102 160 .094 034 021 047 .026

5 120,01, ** p<0.05

Regarding Table 3, the results of OLS regression analysis illustrates that the first dimension, new
ideas generation orientation is significantly and positively related to firm success (H1a: 8,= 0.180, p < 0.05).
In terms of new ideas generation orientation, the significant relationship between new ideas generation
orientation and firm success are involved in clarifying by new ideas generation, which is a significant engine of
firm success (Heong et al, 2012). Thus, Hypothesis 1a is supported. Meanwhile, for the relationship among
new ideas generation orientation has no significant effect on business competitiveness (H1a: 8,= 0.132,
p>0.10). Walsh et al. (2016) stated that new ideas generation will positively relate to the competitiveness of an
organization. However, dissimilarity on organizational culture in the USA context, which is Western culture, will
lead to lower collaboration and commitment to new ideas generation for furniture exporting businesses in

Thailand. There is not necessarily to be a way that will guarantee to a bright and successful for an organization.
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Skerlavaj et al. (2014) also recommended excessive idea generation can lead to diminished business
competitiveness. There is not earned merely through new ideas generation that supports business
competitiveness. Likewise, new ideas generation of the firm is also likely to reduce business competitiveness.
Therefore, new ideas generation orientation has no effect on business competitiveness. Therefore, Hypothesis
1b is not supported.

Secondly, itis found that working practice originality implementation, the second dimension, also
illustrated significant and positive effects on business competitiveness (H2a: 8, = 0.193, p < 0.05). For the
relationship between working practice originality implementation and business competitiveness, working
practice has the potential to significantly change with business competitiveness for building business
performance and success (Zacarias & Martins, 2012). Thus, Hypothesis 2a is supported. Meanwhile, the
relationship between working practice originality implementation has no significant effect on firm success (H2b:
B,=0.074, p > 0.10). Notwithstanding, the working practice is positively related to firm success, allowing more
efficiency than the organizations does not have a working practice. However, if an employee has not engaged
in the planning of working practice, and it is also possible that employees don't feel strongly connected with
the working practice, which is not intended or appropriate for the organization (Mendelson, 2000). Possibility,
this empirical examination of furniture exporting businesses in Thailand might be an indirect effect on firm
success, due to working practice originality implementation will vary depending on the work environment,
situations, conditions, and individual personality differences. There is varied working practice on how to
improve performance efficiency and do not cover every eventuality. Thus, Hypothesis 2b is not supported.

Thirdly, the finding indicates that novel operational method awareness shows non-significant
influence on business competitiveness (H3a: 8, = 0.087, p > 0.10), and firm success (H3b: B,,= 0.088, p >
0.10). Due to the limitation of the appropriation of resource, time, and budget that have been verified by the
firms characteristic response, which the majority of furniture exporting businesses in Thailand has firm capital
less than 10,000,000 Baht. The perspective of organizational resources which consists of time and budget are
extremely difficult to managing the required resources for an operation which can reduce the effectiveness of
an organization due to improper resource allocations (Hamilton et al.,1998). As a result, the novel operational
method awareness has no effect on business competitiveness and firm success. Hence, Hypotheses 3a and

3b are not supported.
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Table 3: Result of Regression Analysis of Employee Creativity Management Capability and Its Consequences

Dependent Variables

Independent BUC FSU FSU csu
Variables H1-5a H1-5b H6éa Heb, 7
Equation 1 Equation 2 Equation 3 Equation 4
New Ideas Generation Orientation (NIG) 132 180"
(.082) (.085)
Working Practice Originality Implementation (WPQO) 193" 074
(.093) (.095)
Novel Operational Method Awareness (NOM) .087 .088
(.091) (.094)
Job Improvement Value Focus (JIV) 254" 72
(.090) (.093)
Creative Solution Usefulness Competency (CSC) .093 204"
(.088) (.091)
Business Competitiveness (BUC) 5727 158"
(.071) (.078)
Firm Success (FSU) 538"
(.078)
Firm age (FA) 062 -.087 -.038 568
(.255) (.263) (.245) (.222)
Firm size (FS) -113 -.013 .076 -.102
(.154) (.158) (.148) (.134)
Adjusted R 267 224 189 436
Maximum VIF 1.612 1.612 1.098 1.499

*p <0.10, **. p <0.05, *** p < 0.01, Beta coefficients with standard errors in parenthesis

Fourthly, the finding indicates that job improvement value focus is significantly and positively
associated with business competitiveness (H4a: 8, = 0.254, p < 0.01), and firm success (H4b: g,, = 0.172,

p < 0.10). An organization with job improvement enhances the long-term business value and business
competitiveness (Doloi, 2007). Job improvement is significant factors that are essential to produce firm
success in order to rapidly adapt to change in the organization (Aina & Omoniyi, 2014). Thus, Hypotheses 4a
and 4b are supported.

Finally, the research reveals that creative solution usefulness competency is significantly and
positively associated with firm success (H5b: B,,= 0.204, p < 0.05). Kuo et al. (2014) indicate that creative
solution influence firm success. Therefore, Hypotheses 5b is supported. Meanwhile, creative solution
usefulness competency has no significant effect on business competitiveness (H5a: 85 = 0.093, p > 0.10).
The possible that creative solution usefulness competency in business is important, but in the context of
furniture exporting businesses in Thailand have the intensity of global market and growing extensity are a high

cost operating environment which may affect decreased business competitiveness (Gokiene & Dagiliene,
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2011). From the reason above creative solution usefulness competency has no significant effect on business
competitiveness. Therefore, Hypothesis 5a is not supported.

For the hypothesis testing, the results from Table 3 suggest that business competitiveness has a
significant effect on firm success (H6a: 8,,= 0.572, p < 0.01), and corporate sustainability (H6b: 8,,= 0.158, p<
0.05). Business competitiveness is a firm's ability to acquire, develop, and exploit existing resources, which it is
critical factor required for driving a firm's success (Testa et al., 2011). Thus, business competitiveness is a tool
for resisting competition by improvement of firm's ability. Moreover, business competitiveness tends to lead to
firm success and corporate sustainability. Hence, Hypotheses 6a and 6b are supported. As can be seen from
Table 3, the significant effect of firm success on corporate sustainability was found (H7: 8,, = 0.538, p < 0.01).
The results imply that firm success affects corporate sustainability due to firms accomplishing and developing
can create more effective and can lead to corporate sustainability. The previous research shows that firm
success is critical to the development and execution of long-term success, which can then lead to corporate

sustainability (Lozano et al., 2015). Thus, Hypothesis 7 is supported.

5. Contributions

5.1 Theoretical contributions and future directions for research

Firstly, this study proposes five newly-distinctive dimensions of employee creativity management
capability that include: new ideas generation orientation, working practice originality implementation, novel
operational method awareness, job improvement value focus, and creative solution usefulness competency;
especially, job improvement value focus. Secondly, this study provides an empirical evidence for
understanding of the relationship among five dimensions of employee creativity management capability and
corporate sustainability through business competitiveness and firm success.

5.2 Managerial contributions

The emphasis in this research is on the managerial implications and, in particular, applications for
practitioners (including managing directors and managing partners, top management, and executives). The
usefulness of employee creativity management capability plays a crucial role in stimulating and enhancing
business competitiveness, firm success and leads to corporate sustainability. Therefore, it is the foremost
importance of furniture exporting businesses in Thailand to pay attention. Particularly, job improvement value

focus can promote business competitiveness, firm success, and corporate sustainability.

6. Conclusions and suggestions for future research
This study attempts to investigate the relationship among employee creativity management
capability's dimensions and its consequences in furniture exporting businesses in Thailand. The regression

analysis results demonstrate that new ideas generation orientation and working practice originality
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implementation have a significant positive effect on business competitiveness. Job improvement value focus
has a significant positive influence on business competitiveness and firm success. Creative solution usefulness
competency has a significant positive influence on firm success. Moreover, business competitiveness has a
significant positive influence on firm success that in turn positive influence on corporate sustainability.
Suggestions for future research, some dimensions of employee creativity management capability
(i.e. novel operational method awareness) have no significant impact on the consequence. Therefore, future
research may examine the same phenomenon of prior research by using qualitative methods that are several
different methods and techniques, such as in-depth interviews and focus group, in order to confirm the
variable measurements and verify the conceptual framework of employee creativity management capability.
Challenges for future research can use the different group of sample and can compare different population

groups from other business in order to verify and expand the potential utility of the results in this study.
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Entrepreneurial Innovation Capability and Firm Success: An Empirical Investigation

of Gem and Jewelry Businesses in Thailand

Khotchanipa Wanitkittikul*, Karun Pratoom’ and Prathanporn Jhundra-indra’

Abstract

Entrepreneurial innovation capability enables organizations to have the ability to develop and
improve new methods and processes, as well as contribute to the development or creation of products and
services of businesses and stay ahead of the competitors. This study aimed to examine the effect of
entrepreneurial innovation capability on firm success in gem and jewelry businesses in Thailand. The size of
sample group was 127 firms. The questionnaires were used as a tool for collecting data. The statistics for this
research was Multiple Regression. The result showed that entrepreneurial innovation capability in terms of firm
innovativeness awareness and business risk-taking had influence on sustainable competitive advantage
which in turn affecting firm success. This research developed the concepts of innovation capability and
provided useful information that gem and jewelry business can take into account in order to enhance

sustainable growth.

Keywords: Entrepreneurial Innovation Capability, Sustainable Competitive Advantage, Firm Success, Gem

and Jewelry Businesses

1. Introduction

Businesses face increasingly in a dynamic competitive environment, fast changing in customer
needs, as well as products and business models that have a short life cycle. This is the driving force for
enterprises to develop and maintain a competitive advantage (Ho et al., 2015). Therefore, businesses that
seek new opportunities in the market tend to be more entrepreneurial and innovative for increase growth,
market share as well as create different competitiveness and a sustainable position in the market (Shirokova
et al., 2016). Particularly, entrepreneurial firms will make a difference in the ability to innovate, to initiate
change, quickly respond, be flexible, and be agile for change. For this reason, the organizational ability to
innovation is an important because innovation is a key concept in social businesses that contributed to the

discovery of survival of a major recession (Kim & Huarng, 2011). Moreover, innovation has a close relationship
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and a role center of entrepreneurship (Hebert & Link, 2006), relevant to introducing something new to the
production activities (Dibrell et al., 2011) and finding new methods or approaches for the operation.
Therefore, the innovation in entrepreneurship encourages the organizations to achieve the balance in the
economy. Moreover, it contributes the value creation to the firms. Thus, many firms gain competitive
advantage and maintain sustainable growth through entrepreneurial innovation capability (Weerawardena
etal., 2006).

From the above-mentioned, entrepreneurial innovation is crucial for business functions and
operations (Baron & Tang, 2011). The issues related to entrepreneurial innovation therefore are very
challenging for the board to point out the strategies by taking both internal and external environmental
change into account. For this research, it is interesting to investigate entrepreneurial innovation capability
which is explained new ways, methods, practices, and decision-making form to firm management for increase
adaptation and competiveness. On the other words, entrepreneurial innovation capability is explained
accordingly with dynamic capabilities including integrate, create and modify capabilities of businesses under
an uncertainty environment. Therefore, this research aimed to study the relationship between entrepreneurial
innovation capability and firm success for gem and jewelry business in Thailand. This research would be
useful for developing entrepreneurial innovation concepts which firms can use in order to enhance

sustainable competitive advantage and firm success.

2. Literature review and hypotheses development
For an entrepreneurial firm, innovation plays as a crucial role because it creates practices that lead

to new products with high quality, fast marketing, adding value to customers at a lower cost than its
competitors, as well as providing a different process (Lawson & Samson, 2001). Also, an emphasis on
management capabilities through the linking of non-imitate resources (Teece & Pisano, 1994) results in a
sustainable competitive advantage and achievement of businesses.

An entrepreneurial innovation capability, as a concept, is mainly focused on adapting and developing
a strategic position such as new solutions and risk-taking which focus on innovation. These are very possible
in gathering and bringing new business opportunities to take advantage of a company and result in better
performance achievement (Covin & Lumpkin, 2011). Therefore, dynamic capability can be applied to
describe the relationship of entrepreneurial innovation capability which divided into five dimensions. The

conceptual model was presented in Figure 1 as below:
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Figure 1: Conceptual model of entrepreneurial innovation capability and firm success

2.1 Entrepreneurial innovation capability

Entrepreneurial innovation capability is the combination of entrepreneurship and innovation and
mainly focused on adapting and developing new ways. As a result, business develops new business
opportunities for increase performance achievement. For small and medium enterprises, the track to
entrepreneurship is to make their activities more efficient, to be superior in the capture of the needs of
customers, and to be faster to the market than competitors. In this way, businesses can able to create a
competitive advantage and superior performance (Covin et al., 2006).

On the basis of the relevant literature review, the difference between entrepreneurial orientation and
entrepreneurship was developed by Lumpkin and Dess (1996). Entrepreneurial orientation is offered as the
key in the process of answering questions about how to operate business, that is, important methods,
practices, and decision-making styles. Meanwhile, entrepreneurship focuses on the content of the decision
by tracking the operations concerning the scope of the company, introduces product-market relationship and
deploys resources. Both new-entry and existing companies have expanded their business in order to
generate more revenue, access better technological progress, and wealth creation. Moreover, the suggestion
of Miller (1983) states that corporate entrepreneurship must support in product-market innovation, operational
risks, entering to the market before rivals and to counter the competitors which had these features, activities
or processes of the company. The concept of entrepreneurship reflecting organizational processes and forms
of decision-making of organizations leads to competitive advantage and firm success. Therefore, this
research gives important about new ways, methods, practices, and decision-making forms to firm’s
management in order for the deal with situations that may occur, help process development and increase
potential in operation exceed competitors. As a result, businesses can building or maintain competitive
advantage and finally accomplishment.

From the above discussion, entrepreneurial innovation capability refers to the ability of an
organization to contribute to the development and improvement of the organization and to its own success.
This organizational ability is to develop and refine a new way to support practices, processes, and the

decision-making activities involved in the operation, in order to contribute to the opportunity to enter new

215a1SMSUNYBIA:NISOANIS  UNNINENAgUnIasAIl
Un 10 aUui 3 n.A.-ng. 61

90



Entrepreneurial Innovation Capability and Firm Success: An Empirical Investigation of Gem... / Khotchanipa Wanitkittikul et al.

markets and modify the operation under the remaining dynamic environment. Entrepreneurial innovation
capability in this research consists of five dimensions as follow.

2.1.1 Firm innovativeness awareness

Due to the fast changing in technology, businesses are facing a dynamic market in particular a
short product life cycles. The organizations have to establish the search for new ways involving business
practices (Ganter & Hecker, 2014) as well as the introduction of new products before the competitors.
Besides, in high competitive environment the company could gain sustainable competitive advantage by
focusing on innovation (Shoham & Fieganbaum, 2002). Therefore, business that has focus on development
new approach cause a superior competitiveness over the competitors and allow businesses succeed.

In this research, firm innovativeness awareness refers to the organization’s ability important to
encourage the cause of development of new operations as well as products and services. It would facilitate
the efficiency and effectiveness of the organization (Lumpkin & Dess, 1996).

Organizational innovativeness awareness can help entrepreneurs make decisions and
implement results as to a product or process that differs from competitors, providing outstanding and superior
competition. The previous research of Droge et al. (2008) found that the strategy orientation issue where
organization innovativeness brought about the success of new products. Furthermore, new improving or
creating through innovation is also an opportunity to respond to the expectations of customers as well. These
help the business maintain competitiveness and continuously long-term performance. Thus, this research
proposes the hypothesis that follows as:

Hypothesis 1: Firm innovativeness awareness has a positive effect on sustainable competitive
advantage.

2.1.2 Operational autonomy orientation

In dynamic environment, companies tend to operate independently. This associates with how
the company should be managed and what is the important key to make it succeed (Zehir & Ozsahin, 2008).
The firm can achieve its goals by focusing on creating value for customers, innovation, and flexibility
(Prastacos et al., 2002). Moreover, autonomy is a process that needs to take advantage of the existing
strengths of the company, to identify opportunities beyond the current capabilities of the organization, and to
develop support for new or improved business practices (Kanter et al., 1990).

For this study, operational autonomy orientation refers to an emphasis on the ability and
intended operation that independently lead to developing the operating ability by one’s organization,
impacting decisions under the condition that it maintains the company's strengths, the opportunity for superior
capability, and the effectiveness of the firms (Lumpkin & Dess, 1996; Shan et al., 2016).

The operational autonomy orientation is related to the open communication, acceptance of
access to information, policies of empowerment, and authority to think and act without intervention (Hughes &
Morgan, 2007). When organizations create a work environment that is highly autonomous, it leads to new

approaches in the implementation of creating a new product or service, customer response, and the process
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of corporate management. In previous research supports the organizational view that, when independence
encourages innovation, the launching of entrepreneurial ventures increases the competitiveness and
effectiveness of the company (Brock, 2003; Burgelman, 2001). These will be an opportunity to support
creativity of the work which will lead to the development of new approaches superior competitors. Thus, this
proposes the hypothesis as follows:

Hypothesis 2: Operational autonomy orientation has a positive effect on sustainable competitive

advantage.

2.1.3 Business risk-taking understanding

Risk-taking organization seems to response well in high competitive environment. Especially,
rapidly change environment and short product life cycle; companies need to find new opportunities due to
increased uncertainties of profit from existing operations. Moreover, an entrepreneurial company is required
to understand the risks involved and must be able to manage those risks (Liu et al., 2002). Because these
things show that the risk tolerance is linked to bold intention and activities that can improve the businesses
returns (Wang et al., 2015).

In this research, business risk-taking understanding refers to the organi