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Abstract

This research objective was to evaluate the performance of the Morningstar’s
award-winning large-cap equity mutual funds in Thailand over a 10-year period. Annual returns
were compared to the SET50 Total Return Index (SET50 TRI), a benchmark for large-cap equity
funds. Findings showed that, despite receiving the awards, the funds did not outperform the
benchmark in the first, second, and third years. The probabilities of outperforming were 36%,
30%, and 11% respectively. This highlights the challenges faced by these funds in sustaining
exceptional performance over time. The study contributes to understanding the relationship

between Morningstar Awards, subsequent fund performance, and benchmark comparisons.

Keywords: Large-cap fund, Morningstar awards, mutual fund performance

Introduction

Investing in mutual funds is a form of investment suitable for investors who lack
knowledge and expertise in investing or have limited time to follow investment news. The
mutual fund management industry has experienced continuous growth over the past decade.
The net asset value of asset management companies in Thailand, especially equity mutual
funds, has increased by over 1.4 trillion baht at the end of year 2022. They play a crucial role
in mobilizing savings and supporting the development of the country's capital market.

Selecting mutual funds that offer the highest returns is a topic that encompasses
diverse perspectives among academic scholars and individual investors involved in the mutual

fund business. Scholars in one group believe that stock prices in the market fluctuate
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randomly, and prices already reflect all relevant news and fundamental factors. Therefore, it
is difficult for fund managers on average to outperform the market index in terms of returns.
Scholars in the other group believe that, in certain situations, fund managers can create
additional value for the mutual funds they manage. Each group of scholars has a significant
amount of supporting data that can be used to argue for or against the believe form the other
side regarding performance of mutual funds. In each year, there are many mutual funds that
have been able to outperform the benchmark index, while there are also a considerable
number of mutual funds that have been unable to surpass the benchmark index.

The Morningstar Thailand Awards annually recognize outstanding performance in
mutual funds and asset management companies across various categories. These include
large-cap equity funds, mid-cap and small-cap equity funds, medium and long-term bond
funds, and short-term bond funds. Evaluation criteria primarily focus on returns and risks.
Winning these awards brings a notable influx of investments from individual investors who
place their trust in the recognized funds.

The research questions are whether investors can invest in funds that have recently
received Morningstar Awards. Will the returns on these funds continue to outperform in the
long term? Can they consistently outperform the benchmark index? As for the research
contribution in this study, it serves as an investment decision guideline for investors after

addressing the questions raised in this research.

Review of Literatures

Traditionally, the majority of studies focus on evaluating the performance of mutual
funds in the United States. Notable studies on mutual fund performance persistence, such as
Hendricks, Patel, and Zeckhauser (1993) and Goetzmann and Ibbotson (1994), have examined
the phenomenon known as the 'hot hands," which refers to short-term performance
persistence. These studies utilized samples of equity funds, covering the periods 1974-1988
and 1976-1998, respectively. Similarly, subsequent studies by Brown and Goetzmann (1995),
Malkiel (1996), and Carhart (1997) have also investigated short-term performance persistence
within a span of up to two years. On the other hand, Grinblatt and Titman (1992) focused
specifically on long-term persistence. The evidence for performance persistence in equity
funds internationally has been robust, although it appears to have weakened over time.

Persistence was particularly pronounced during the 1970s and early 1980s, but studies by
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Brown, Goetzmann, Ibbotson, and Ross (1992), Brown and Goetzmann (1995), and Malkiel
(1996) indicate reduced persistence during the late 1980s and early 1990s. This decline in
predictability of fund returns suggests a potential increase in market efficiency over time.
According to Petajisto's research in 2013, the typical actively managed fund demonstrated
subpar performance, underperforming its benchmark by a margin of 0.41 percent.

In Thailand, several research studies on mutual fund performance persistence have
been conducted. Sukcharoensin and Sukcharoensin (2013) undertook empirical studies
focusing on equity mutual funds in Thailand. They evaluated the performance of these funds
using metrics such as returns and the Sharpe ratio. Results revealed that equity mutual funds
in Thailand show better performance during bear markets instead of bull markets.
Nevertheless, only one-third of the equity mutual funds in this study generated excess returns
compared to benchmark. For the persistence of equity mutual fund performance, top-
performing funds maintained their status in short term while some bad performers remained.
Similarly, Nimanussornkul, Nimanussornkul, and Chaiwan. (2017) employed the Shape and
Treynor ratios to measure the performance of long-term equity funds with largest net asset
values as of December 2016. Results showed 5 out of 9 selected mutual funds outperformed
the market index. Wissawapaisal and Parkatt (2014) revealed that Thailand's actively-managed
long-term equity funds were not able to maintain their high ranks consistently. The ability to
beat the market showed little promise where the funds that beat the market index at the first
time in any year would likely to continually outperform the market for less than two years. A
further research by Jenwittayaroje (2017) showed that average active equity fund returns could
not distinctly exceed the market return when measured by the total return index of the Thai
stock market. The fund performance did not persist as well. However, to ensure conciseness
in this article, we will discuss the most recent study by Hensawang, S. (2022) in a subsequent
section.

Ranking mutual funds based on their outstanding performance is a helpful tool for
investors to screen and select mutual funds that align with their expected returns and
acceptable level of risk. Investors can narrow down their options and focus on funds that have
demonstrated consistent and exceptional performance over time. The Morningstar Fund
Awards is an event that honors mutual funds and asset management companies that
contribute to increasing the value for investors in various asset classes. Morningstar selects

award winners primarily using a quantitative methodology. To qualify for selection, funds must

VOLUME 5, ISSUE 1, January — April 2024 | page 3



AFHITUIANTINGIND N15IANTT wazdAuAIEnS ISSN 2697-6609

have a track record of at least 5 years. Their performance over 1-year, 3-year, and 5-year
periods is considered along with a qualitative assessment.

In terms of decision making on which funds will receive awards, there are two main
factors: returns and risk. The weight given to returns is 80%, divided into 30% for a one-year
period, 20% for a three-year period, and 30% for a five-year period. The risk factor is measured
by Morningstar Risk Criteria, divided into 8% for a three-year period and 12% for a five-year
period. The returns and risk of each fund will be compared to other funds in the group and
calculated as a percentile rank. This rank will then be multiplied by the corresponding weight
to determine the selected funds in the first round. After considering returns and risk, there will
be a qualitative assessment, such as clear investment style, availability to general investors,
and tenure of the fund manager. An interesting question is whether mutual funds that have
received such prestigious awards for their past performance, according to the Morningstar
criteria, will provide consistently outstanding returns in the future. This question forms the

basis of this research study.

Objectives and Scopes

The objective of this research is to investigate the consistency of the ability to
outperform the market of mutual funds that have received the Morningstar Thailand Awards.
The motivation behind this research is based on the premise of proving to general investors
whether investing solely in a selected fund that has been identified as the best fund can
consistently generate good returns or not.

The research scope, as shown in Table 1, includes large-cap equity mutual funds that
have invested in companies listed in the Stock Exchange of Thailand and have received the
aforementioned awards within the 11-year period from 2012 to 2022. The benchmark used
for these large-cap equity funds is the SET50 TRI, which represents the price movement
(including dividends) of the top 50 stocks in terms of market capitalization and liquidity.
The number of large-cap equity funds accounts for approximately 90 percent of the total
number of equity funds in Thailand. Conversely, mid-cap and small-cap equity funds,
due to their considerably smaller asset size and limited track record, were excluded from this

study for further investigation.
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Table 1 Morningstar Awarded Large-Cap Equity Funds (from 2012 to 2022)

Year Fund’s Fund’s Full Name Asset Management
Abbreviation Company
2012 | KFDYNAMIC Krungsri Dynamic Fund Krungsri Asset Management
2013 | BTP Bualuang Top-Ten Fund BBL Asset Management
2014 | T-PPSD Thanachart PermPoonSab-Dividend Fund | Eastspring Asset Management
2015 | 1AMSET50-RA One AM SET50 Open-end Fund One Asset Management
2016 | BTP Bualuang Top-Ten Fund BBL Asset Management
2017 | BCAP Bualuang Capital Open-end Fund BBL Asset Management
2018 | PRINCIPAL EEF-D Principal Enhanced Equity Fund D Principal Asset Management
2019 | M-S50 MFC SET 50 Fund MFC Asset Management
2020 | SCBDV SCB Dividend Stock Open End Fund SCB Asset Management
2021 | K-STEQ K Strategic Trading Equity Fund Kasikorn Asset Management
2022 | K-STEQ K Strategic Trading Equity Fund Kasikorn Asset Management
Methodology

This research begins with the selection process that includes one large-cap mutual
fund that has received the Morningstar Thailand Awards each year from 2012 to 2022.
The data collected includes the Net Asset Value (NAV) along with any dividends, if applicable.
After statistical analysis was used in the form of percentage changes, the annual returns were
then calculated and compared against the benchmark, SET50 TRI, both before and after
receiving the mentioned awards, up to the present time. In addition, inferential statistic was
employed to test the significance of the ability to beat the benchmark. The objective is to
determine whether these funds have been able to consistently outperform the benchmark in

terms of net returns.

Results and Discussions

The main research findings are displayed in Table 2. On the left side of the table,
it shows the abbreviations of the fund names and the years in which they received awards.
Generally, the awards are announced in March of every year. For example, the KFDYNAMIC
fund received an Excellent Fund Award in March, 2012. On the right side of the table, yearly
returns of all selected funds were illustrated. It is important to note that Morningstar collects

historical data from the previous five years. In this particular example, return and risk data of
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KFDYNAMIC from 2007 to 2011 were tested under the established criteria before the fund was
awarded in 2012.

Table 2 Awarded Large-Cap Equity Funds Returns versus their SET50 TRI Benchmark

Year Fund Annual Return of Investment (%)

Awarded Name 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022
2012 KFDYNAMIC 9.64 2438 | -3.79 3.06 -8.1 29.42 | 4064 | -17.3 -6.98 -11.2 | 33.08 7.64
2013 BTP 7592 | -0.37 1.29 4.72 30.31 13.27 | -6.45 1.44 -11.48 | 12.33 -0.26
2014 T-PPSD 6.37 12,51 9.1 1292 | 1713 | -1299 | 261 -11.79 | 14.72 1.64
2015 1AMSET50-RA 19.77 | -9.88 | 2289 | 2099 | -6.26 144 | -1242 | 1264 | 4.25
2016 BTP 4.72 30.31 13.27 | -6.45 1.44 -11.48 | 12.33 -0.26
2017 BCAP 23 10.14 | -9.62 0.87 -8.41 12.79 2.09
2018 PRINCIPAL EEF-D 26.13 | -1519 | 251 -14.66 | 20.92 6.59
2019 M-S50 -0.9 2.86 -13.25 | 11.44 4.82
2020 SCBDV 8.9 -14.37 | 1857 1.12
2021 K-STEQ -3.68 | 22.08 0.04
2022 K-STEQ 22.08 0.04

SET50 TRI 3.74 3594 | -353 | 1698 | -160 | 2266 | 2152 | -523 532 | -12.41 | 11.76 4.2

One interesting finding from this table, as exemplified by the KFDYNAMIC fund, is that
it generated a return of 9.64% in the year prior to receiving the award. This is higher than the
benchmark index, SET50 TRI, which only provided a return of 3.74%. This is not surprising
because Morningstar places a high weight of up to 30% on the one-year period as a criterion.
These results apply to all the remaining funds as well. Specifically, one year prior to receiving
the award, all 11 awarded funds were able to outperform the benchmark index significantly,

as shown in further detail in Table 3.

Table 3 Fund Performance Before and After Being Awarded

Year Before and After Number of Funds Winning
Awarded Total Beat SET50 TRI (%)
1 year before 11 11 100
1 year after 11 aq 36
2 years after 10 3 30
3 years after 9 1 11
4 years after 8 5 63
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Table 3 (continued)

Year Before and After Number of Funds Winning
Awarded Total Beat SET50 TRI (%)
5 years after 7 il 57
6 years after 6 2 33
7 years after 5 2 40

In addition, it was also shown in Table 2 that the situation has changed after the funds
received their awards. In the subsequent three-year period (2012-2014), KFDYNAMIC
underperformed the benchmark index. Although there were instances where it managed to
outperform the benchmark index after that, it can be observed that this outperformance was
not consistent. In Table 3, when considering the ability to consistently outperform the
benchmark index, it was found that the probabilities of outperforming were 36%, 30%, 11%,
63%, 57%, 33%, and 40% from Year 1 to Year 7, respectively. The results indicate that during
the first three-year period after receiving the award, each individual fund has a low chance of
beating the market.

Upon closer examination, it was found that only 4 out of 11 funds were able to
outperform the benchmark in the first year after receiving the award. Additionally, only 3 out
of 10 funds were able to outperform the benchmark in the second year, and even more
concerning, only 1 out of 9 funds were able to outperform the benchmark in the third year
after receiving the award. These statistics appear highly discouraging in terms of performance
prospects. Although some of them were able to outperform the benchmark index in Year 4
and Year 5, it was only for a short period before returning to underperforming the index in the
remaining Year 6 and Year 7. It can be said that, on average, a fund that has received the
award will underperform its benchmark in 5 out of the subsequent 7 years.

Another perspective on comparing the performance of award-winning funds against
the benchmark (SET50 TRI) over time was examined. If we consider data from the last 5 years
(2018-2022) and look at the overall picture of all funds that have previously received these
awards (with a sufficient number of funds and durations for statistical analysis), the study's
findings reveal that in the years 2018 and 2019, none of the funds that had previously received
awards were able to outperform the benchmark. However, in 2020, 100% of these funds were

able to surpass the benchmark. Similarly, in 2021, which was another favorable year, 90% of

VOLUME 5, ISSUE 1, January — April 2024 | page 7



AFHITUIANTINGIND N15IANTT wazdAuAIEnS ISSN 2697-6609

the award-winning funds managed to outperform the benchmark. As for the year 2022,
only 36% of these funds were able to beat the benchmark.

When focusing on the years 2020 and 2021, during which all or almost all of the funds
that had previously received awards were able to outperform the benchmark, this research
employed inferential statistics to test the statistical significance of the ability to beat the
mentioned reference index during these years. The research set up the following hypothesis

using a t-test:

Hy: Ugwara = Hbenchmark (1

Hl: Uaward Z Upenchmark (2)

where W,,.q refers to the average return of the previously awarded funds in a chosen year,

while Wpenchmark refers to the return of SET50 TRI of the same year. The t-test statistic was
employed by testing the difference between these returns. The acceptance criteria were
based on a significance level of 0.05.

The results of the hypothesis test indicated that in the year 2020, although all
previously awarded funds were able to outperform the benchmark, the results were not
statistically significant. Hence, the average return rate of these funds was approximately -
12.13%, which closely resembles the return of the SET50 TRI at -12.4%. However, in the year
2021, these funds exhibited an average return of 17.09%, significantly diverging from the
benchmark's return of only 11.76%. Through the t-test conducted, it was found that this
outperformance holds statistical significance. The underlying cause of such outperformance
remains undisclosed and will be left for further investigation. Nevertheless, when considering
the most recent 5-year overview of the testing, a significant outperformance of the benchmark
by previously awarded funds was observed in only one year. The implied meaning of this
result is that it's challenging for investors to choose funds that have previously received awards
and anticipate that these funds will consistently outperform the benchmark index in the

future.

Conclusions and Recommendations
It can be concluded in this study that the Morningstar-awarded equity mutual funds
did not exhibit consistent performance over time. Although Morningstar has criteria for

awarding funds based on both performance and risk, it assigns a weight of 80% to performance,
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similar to the expectations of individual investors who seek funds that consistently outperform
the benchmark index every year. Several research studies indicated that mutual fund
performance did not persist due to random fluctuations, mean reversion, changing market
conditions, managerial changes, fees and expenses. While some funds may achieve consistent
returns, past performance is not a reliable indicator of future success.

This research aligns with the latest study conducted by Hensawang (2022), which analyzed
Thailand's performance and durability of 274 equity mutual funds with a maturity of at least
five years by the end of 2020. The findings indicated that persistence was a transient
phenomenon. Significant positive turning to negative return and negative turning to positive
return were observed more frequently than persistent occurrence. Most of these reversals
involved winners becoming losers. As for performance, most mutual fund returns trailed the
market index. This research findings are similar to the results from Sukcharoensin et al. (2013),
Wissawapaisal and Parkatt (2014), and Jenwittayaroje (2017). This emphasizes the importance
for investors to thoroughly understand the product's characteristics, return conditions, and
associated risks before making any investment decisions. The contribution of this research is
to remind investors that mutual fund’s past performance or awards may not guarantee or
predict future performance. Generally, performance persistence was well-documented in the
finance literature, but its underlying causes remain largely unexplained. Market conditions,
economic factors, and various other variables can significantly impact the performance of
mutual funds in the future. Further investigative research can provide valuable insights into
the above-mentioned factors that can impact the performance of mutual funds and aid

investors in making informed investment choices.
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Abstract

The primary aim of this investigation is to scrutinize the determinants that impact the
service requisites of private vehicle inspection enterprises and to augment the service quality
of such establishments through the application of the Quality Function Deployment (QFD)
methodology. The research commences with a systematic inquiry that systematically
translates customer feedback into intricate plans and operational protocols within the QFD
framework. This approach, characterized by its methodical and structured nature, emerges as
a valuable instrument for businesses. The researchers, utilizing Taro Yamane's theory,
ascertained the sample size of service users of private vehicle inspection facilities in the
eastern region, resulting in a cohort of 375 participants. The findings underscore the
significance assigned by service users to the standardization of vehicle inspection facilities as
the foremost factor. Subsequently, priority is given to the competence of inspection
personnel, the efficiency of service delivery processes, the lucidity of service procedure
explanations, and the accessibility of inspection tools and equipment. The discerned factors
illuminate the paramount importance of certifying inspection facilities in alignment with
customer demands and technical specifications. Following this, emphasis is placed on the
qualifications and training of personnel, acquiring pertinent business licenses, developing
comprehensive operation manuals, and establishing equitable service pricing. These identified
factors serve as guiding principles for private vehicle inspection businesses to effectively refine

and enhance their services in the post-COVID-19 era.
Keywords: Quality Improvement, service, quality function deployment
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5.2 A1UrdnAudIA YUt en nuaniIunailalagluieulvieu (Relative
Technique Requirement Important) tJun1suansliiudsanivinaudifgesdamnuanig

a ¢ & ¢ @ '3 [ av v oo ¥ a 6 1 3 1 (% |

weallaauysalidudesidudndsaindlaviinisairauninddes o M9 6 d1uvasiiuuiianIm
(House of Quality) d29gyin1sdrdeyadus 9 9 6 druniusznauiu Aagldwuning

N3VNHHUNENSUY (Product Planning) ¥3atuuyiennn1 (House of Quality)

Han1sANYILAZaRUTEKE
NNIAHUNEIEN1sUTUUTIRMNIMNs LI NITYesesAansIaanInse ngldinallans
wdaaniiiidegunmmdaainnisunsssuinvedlsalain-19 dUszuins uaznguiegedmiu
maideluadsilfio gilduimaanunmsanmsniensudiuauieay 385 118 Tasunainmaduiaegs
flduinsantussnaninsaensuluaniuiionens fusenildaansdousunsumudanmauniisdu 17
Wa (Nsunnsvudanieun, 2566) kan1sianendadeanudidglunisusulsenaninnisuinisves

gsnansanmsalagldimalinnmsuiamihndenaunmlinannisen 2
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M19197 2 HAN1TUTEEUANABINTVRIELTUTNNS

AN
. Y . . Y ” = Important |
NUAMNARBINIT  TWE Tadeadnusainsvaglduing aau
weight
(IMP)
Al eFesdonazgunsainnaaninsandenld 438 5
U
A2 ADTURTIDANINIOLANINTFIU 4.64 1
A3 Sndandudilnuinisuainane 3.17 17
AG Tfitasesuusnis 4.25 8
Afudedmuaeany A5 SlonsinuasiaIesiy 3.52 16
dzAan A6 flszuuduwmesiinlians 3.57 15
A7 HgauInisdunuinig wu A7 a3 eades 2.84 21
18

A8 iivenhazenn 3.05 18
A9 Tfivensaufivine 4.11 10
A0  HdYanualanIunTINEN NI DALY 3.02 19
Bl  ifiumeunsuinisethedaay 4.47 4
B.Autunauns B2 ‘Uﬁﬁ’ﬁmu%’jumaumsmnamwm 3.89 13
UURuLaEn1s B3  Tiusmsliegnesnga 4.53 3
Tusns B4  finsinlsNa1auAlliuSNIg 4.13 9
B5  UjURmumnufein1suesgnan 3.96 12
Cl  9nTIAIUTNITATINENINTOL AU A 4.32 6
CAMUBATIAIUINIT  C2  SRTIAIUINISN WU, Men® danumingay 4.11 11
3 SnsAuinisiasudu q Saumanzas 3.01 20
D1 fanudrunglunisnsaanings 4.54 2
.. D2 Tuinsdeeuanm Buud uivla 4.28 7

D.AMUNTNUY —
D3 NISUINIEAAINLANTEN 2.75 22
D4 denunszhetesulunisliuinig 3.88 14

3191599 2 wundadendnasienunsinistunislduinisvesgsnansiraninsatensy

5 dunsnde arudAydutadeaniunsiaaninsalduasgprududidunsn daunfeniniiu
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Hanudruiglunsnsiaaninsa dduneunisiruinisiaednesinsa daesuredunaunisusnig
pg9TALAN wazdlinIesilanavgunsalinTivanmsansouldau
PNTuRTANNFITUssEnItdan muanisumaiaiuaudesnsvesldusnisiy

LAATATUAI

715197 3 Kan1sUsEuANUANNFNTUSTEnIIANARINSYRlTUINsAuTeimua Al

e Januaniamaiia Technical Percentage Ranking
(Technical Requirement) Priority of Total
(%)
TR1 firdosilouazgunsningu 98.46 5.03 6
TR2 H1UN155UT091ATEIY 271.77 13.89 1
TR3 Tlusugnusenauianis 259.17 13.24 3
TR vinsUseiufesanpadasla 72.05 3.68 9
TR5 USN5YI8vaenndu 81.53 4.17 8
TR6  fiithseduuinis 63.03 322 13
TR7  flewnsiuasiaiesd 42.34 216 15
TR8 il Wifi mnnndage 39.22 200 17
TRO  feewd 29.81 152 19
TR10 améfmmm%mﬁm 29.81 1.52 20
TRI1  adeesiniuaasgiu 3.05 0.16 22
TR12 InnUYIAILEZ 019 27.45 1.40 21
TR13  fAoadls9ensn 36.99 1.89 18
TRIG  fndathe ase. faumih 41.10 2.10 16
TRI5  wiheuesuietuneuliuinis 66.05 3.37 11
TR16  deileufumnu 161.82 8.27 4
TR17 naliusmsliiu 1 sudends 82.94 4.24 7
TR18 INURIAILUY Onsite kag Online 71.87 3.67 10
TR19  fiessiudesedisuaingnm 44.00 2.25 14
TR20  AIUSNTELVRENNG 106.13 5.42 5
TR21  dalusludu 64.05 327 12
TR22 WUNIUNIUNITOUTY 264.47 13.51 2
394 1,957.11 100
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Y a v
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Y
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Y

(%
v o

AuTunaun s UANuLarn1stuInIg AudnsaIuing wavauntneu lneddadegae
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winudarmduiglumanssaamsn fduneunisliuinisldedmng fdosuetuneums
Uinsegsaiau wagiiniesilonargunsalnsaanmsondenldanu mudiy
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Mniuhiiadeanudesnisveadlduinisundignazuiunisuvamidifidsnmain (Quality
Function Deployment) Lﬁ'aaﬁjww”ml,m'mmmw (House of Quality) lngn15Usgidumany
ANNFUTUSTENI AN BINSYRIR LTUSNsAuTenvuamanala wudl Jadenisiunissuses
wmspufianasgailuaduusn ddudaunfe wilnawduniseusy dlveygnusenauianis deile
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v
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Yaa = =
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RV VPN "y < a wa 4 = o Y a
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2 | El: |E | 3 2 g % |z = lg | | g 2
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A2 |amupTnamwiolfnessiu 464 9 9 9 1 3 1 9 1 3
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Aa |fiflesefurims 4.25 9 1 1 1 1 7 3
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C | c2 [FamAnEimaii wiu. Aen1s fanu 4.11 1 1 9 1
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Ranking 6 1 3 9 8 13 15 17 19 20 22 21 18 16 11 4 7 10 14 5 12 2
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uag (3) Han13dnnisudadugdng Anenvuniand seudaidennia 5 a3a9 39 auuuivneiiidy

finsrodawindeuinnuAveINsInnsutsiularyszauaudnsaluszauinnign
AaAgy: weilulnsiedwinden Ussdvsnasiding nMsdnnsudslufin gong wisoseunud

Abstract

This research has three objectives; (1) to identify problem status of six consecutive Ju-
Jitsu competitions managing in 5" Region Qualifying of 39" Thailand National Youth Games,
(2) to develop pattern of the Jujutsu competition managing based on environmentally friendly
approach, and (3) to evaluate the Jujutsu competition managing. The research design was mix-
method. Qualitative approach enrolled key informants and 7 experts. 18 key informants were
selected from the Jujutsu competition committees of 5" Region Qualifying of Thailand
National Youth Games in last six tournaments. Quantitative approach recruited 534 Jujutsu
participants of 5" Region Qualifying of 39" Thailand National Youth Games. Research
instruments consists of semi-structure interview and online questionnaires. Analysis of the
data with inductive approach and descriptive statistics. The results were found that; (1) the
Jujutsu competition managing has less used the biological material, waste products were a
lot, lack of environment impacts evaluation, and unable to creating value added for drawing
stakeholders’ attraction, (2) the pattern of Jujutsu competition managing based on
environmentally friendly approach comprised of major principle as supporting the use of
locally biological resources, emphasis on material circulation, and employ the digital system
for Carbon reducing. Comparative Fit Index (CFI) from confirmatory factor analysis was at 0.987,
and (3) the Jujutsu competition managing based on environmentally friendly approach creates

the value of the competition managing and highest level of success.

Keywords: Environmentally friendly approach, organizational effectiveness, sports competition

managing, Ju-Jitsu, Mae Hong Son games
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Kongkaew, 2014; Rattakul et al., 2023; Thawornprom, 2018; Wongprasert et al., 2023)
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Abstract

The study investigates (1) the level of environmental, social, and governance (ESG)
disclosures in annual reports of Market for Alternative Investment (MAI) listed firms during 2017
to 2021, and (2) test for the impact of ESG disclosures on earnings quality. One hundred and
twenty firms from the MAI were used as samples in this study (600 firm-year observations). We
employed Content analysis to quantify the amount of the ESG disclosures, while an Extended
Modified Jones of Yoon’s model was used to measure corporate earnings quality. Our results
show that governance was the most common ESG disclosure in the annual report of MAI firms
during the period being studied, followed by social disclosure and environmental disclosure
respectively. There was an increasing trend of environmental, social, and disclosures between
2017 to 2021. Moreover, the study found a significant and negative impact of social disclosure
on earnings management, suggesting that firms with higher levels of social disclosure are likely
to engage in less earnings management. Conversely, the positive association between
environmental and governance disclosure and earnings quality could imply less engagement

in earnings management activities.

Keywords: ESG disclosures, earnings quality, alternative capital market, Thailand

Introduction
In today’s world, sustainability management by ESG management and disclosure is
one of the main elements of good corporate governance. Unlike corporate traditional

reporting, which provide financial information, ESG disclosure will provide non-financial
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information in terms of environmental, social, and governance perspectives. Top-management
uses ESG disclosure as a tool to increase corporate information interests from its stakeholders,
reduce conflict of interest, and increase accountability and transparency. In Thailand, ESG
disclosure is adopted by the Global Reporting Initiative (GRI) Standard Guideline that consists
of 11 items as follows: (1) environment disclosure (2) social disclosure, and (3) governance
disclosure.

Mohmed, Flynn, and Grey (2019) suggested that ESG disclosure can positively or
negatively influence earnings quality because ESG disclosure can work as the corporate
strategy that enhances and sustains corporate reputation and image. Therefore, engaging in
ESG disclosure may constrain manager to manage the earnings, resulting in more reliable
financial information (Kim, Park, & Wier, 2012; Atkins, 2006). On the other hand, Petersen and
Vredenburg (2009) suggested that firm’s engagement with ESG disclosure manifests managerial
opportunistic behavior, causing the conflict of interest between managers and shareholders.
In this regard, the ESG disclosure could be used as an entrenchment strategy for inefficient
CEOs (Cespa & Cestone, 2007). Thus, ESG disclosure may negatively impact on earnings quality.
Takin together, the relationship between ESG disclosure and earnings quality yield mixed and
inconclusive and could be context specific.

It is worth to note that although several previous studies have examined the
relationship between ESG disclosure and corporate earnings quality (see Choi and Pae, 2011;
Yip, Van Staden, & Cahan, 2011; Cheng and Kang, 2016; Kim et al., 2012; Hong and Anderson,
2011, Calegari Chotigeat, & Harjoto, 2010; Yoon, Kim, & Lee, 2019; Arif and Nadeem, 2022; Bose
and Yu, 2023; Dang et al., 2021; ELllili, 2022; Jouber, 2020; Rezaee, Dou, & Zhang, 2020), no
empirical study has yet been made to investigate the ESG performance of listed companies
in MAI' in Thailand. Secondly, the listed MAI companies are family-owned businesses with a
high concentration of family ownership that can weaken a firm’s corporate governance
principle. Finally, the average ESG disclosure in Thailand is relatively low as compared to that
of European countries, which indicates the need of more understanding of corporate earnings
quality and ESG disclosure within the Thai context. Given the aforementioned research gap,
this study examines how level of ESG disclosures influence earnings quality.

This study provides insights on the extent to which level of ESG disclosure of MAI listed
firms in Thailand impact the quality of earnings. The reminder of this study is organized as

follows. A literature review and the hypothesis development are discussed in Section 2.
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Section 3 describes the research methodology and data analysis. Research findings, discussion,

and summary are discussed in Section 4, 5, and 6 respectively.

Literature Review and Hypothesis Development

In recent years, the extent to which ESG disclosures have benefited or harmed society
has received more attention. In response to increasing social pressure, firms tend to strive to
provide this type of non-financial information either as a standalone report or integrated as
part of their annual report. Although there has been extensive and diverse research on the
importance of ESG disclosure, its definition remains uncontested. It is often argued by many
researchers that ESG disclosures include both maximizing the positive impact as well as
minimizing or avoiding negative impacts on society and environment (Carroll, 1979; Strike, Gao,
& Bansal, 2006). This is consistent with the ESG disclosure definition from European
Commission (2019) which has defined the ESG disclosure as to firms are responsible for their
impact on society, which can be divided into 1) maximizing the value for all stakeholders by
“doing good” and 2) minimizing possible adverse impacts by “avoiding bad”.

Companies engage in ESG disclosures for many reasons. Porter and Kramer (2006)
suggested companies may engage in social responsibility, moral obligation, and social
stewardship of the environment and community to ensure their license to operate and the
firm’s reputation. They also specifically denoted that firms with positive image of being socially
and environmentally responsible can enhance their reputation and image. This is consistent
with the Hong and Anderson (2011) findings which indicated that ESG disclosures could be
viewed as the firms’ attempt to influence external stakeholders to assess their financial report
more favorably. However, it is also worthwhile to note that, despite the fact that ESG
disclosures contributes a positive image to the firm’s stakeholders, a rising level of public
scrutiny could be expected due to the questionable nature of some of their actions. An
opportunistic tendency could be expected in firms with a high commitment to ESG disclosures.
In this context, firms may use ESG disclosures as to ensure their reputation, enabling them a
““license to operate’” while managing their earnings. As the empirical evidence regarding the
relationship between ESG disclosures and earnings management are inconsistent, it remains
challenging to make a conclusion about the nature of relationship. Building on this research
gap, this study explores the relationship between ESG engagement and earnings management

in the context of emerging market setting — the MAI market.
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Literature Review

1. ESG Disclosure and the Constraint of Earnings Management

Previous research has explained the ESG disclosures and earnings management
relationship using different theories, for example, agency theory, stakeholder theory and
stewardship theory (Chiang & Shiao, 2015; Muttakin, Khan, & Azim, 2015; Prior, Surroca, & Tribo,
2008). According to the stewardship theory, top managers will engage in ESG disclosures due
to ethical rather than financial reasons. In this perspective, positive relationship with various
stakeholders is crucial for social capital and sustainable financial performance (Donaldson and
Preston, 1995). Consequently, investing in ESG disclosure is a strategy that can enhance and
sustain corporate reputation (Mohmed et al.,, 2019). As a result, engaging in ESG disclosure
may constrain the managers’ opportunistic tendencies related to earnings management, thus,
firm’s financial information should be more transparent and reliable (Kim et al., 2012; Atkins,
2006).

Recent studies that support this viewpoint indicated that firms with better ESG
performance were less likely to manage earnings measured by discretionary accrual, income
smoothing, and avoiding reporting (osses (Choi & Pae, 2011; Yip et al., 2011; Cheng & Kang,
2016; Kim et al.,, 2012; Hong & Anderson, 2011; Calegari et al,, 2010; Yoon et al,, 2019).
Specifically, Hong and Anderson (2011) indicating that practicing ESG disclosure constrains
manager from manipulating the earnings to meet stakeholders’ expectation (Kim et al., 2012).
Bozzolan et al. (2015) further investigated the effect of ESG disclosure on real earnings
management. Their findings indicated that firms with ESG disclosure are less likely to engage
in real earnings management when compared to accrual earnings management. Kim et al.
(2012) and Sanchez-Torné, Moran-Alvarez, and Pérez-Lopez (2020) particularly noted that this
negative link between firms with higher ESG disclosure and earnings quality was driven by the
ethical and reputational concern of the manager. This argument supports the later findings
from Axjonow, Ernstberger, and Pott (2008) which suggested that the three dimensions of ESG
disclosures are positively associated with corporate reputation.

The negative relation between ESG disclosures and earnings management can also be
explained from Fombrun and Shanley (1990) and Lai et al. (2010) that view ESG disclosure as
a form of reputation-building. This suggested that firms protect their reputation by inhibiting
the managers from engaging in socially unacceptable behaviors. According to the stakeholder-

stewardship, it suggests that firms that disclose more ESG would engage in low earnings
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management. To test the negative link between ESG disclosures and earnings management,
we propose the following hypothesis.
H1: Firms engaging in higher ESG disclosure is less likely to manage the earnings.

2. Opportunistic Effect of ESG Disclosure on Earnings Management

Despite numerous studies investigating the relationship between ESG disclosure and
earnings management, the effect of ESG disclosure on earnings quality can be positive or
negative (Chih, Shen, & Kang, 2008). This section provides the review of studies concerning
opportunistic motives for ESG disclosure on earnings management.

Based on the agency theory, managers’ incentives are opportunistic. Previous studies
substantiated the positive relation between ESG disclosure and the quality of financial
reporting through the level of earnings management (Gargouri, Shabou, & Francoeur, 2010;
Prior et al., 2008). Petersen and Vredenburg (2009) suggested that firms that engage with ESG
disclosure are associated with managerial opportunistic behavior, leading to the conflict of
interest between managers and shareholders. In this regard, ESG disclosure could be used as
an entrenchment strategy for inefficient CEOs (Cespa & Cestone, 2007). Engaging in ESG
initiatives can promote a positive image among various stakeholder groups (Brammer &
Pavelin, 2006), allowing firms to operate their business with least conflict. The findings
suggested that managers are motived to engage in ESG disclosure to build goodwill to reduce
possible reputational loss associated with corporate misconduct (Hemingway & Maclagan,
2004, Christensen, 2016). Thus, the decision to engage in ESG disclosure could be a strategy
to conceal the earnings management activities.

Since this theory posits that managers should engage in ESG activity only when they
private benefits are received (Dhaliwal et al., 2011; Karnani, 2010), by disclosing ESG-related
information, not only that the manager can divert attention from the poor earnings quality,
they can also satisfy stakeholders’ expectations relating to ESG (Prior et al., 2008). To support
the opportunistic hypothesis (Prior et al,, 2008), Grougiou et al. (2014) found that ESG
disclosure in US bank is driven by earnings management. They suggested that the bank
managers who engaged in questionable financial reporting practices tended to use ESG
disclosure to divert public attention. Thus, stakeholders may not be able to identify whether
ESG disclosure is now being used for the purpose of ‘greenwashing’ (Martinez-Ferrero,
Banerjee, & Garcia-Sanchez, 2016). Similarly, Gargouri et al. (2010) also reported the positive

relation between earnings management and corporate social performance especially in area
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of environment and employees. Muttakin et al. (2015) also show that firms with poor earnings
quality have greater ESG commitment. Finally, a recent work from Jordaan, De Klerk, & de
Villiers (2018) provided evidence indicating that South African firms with better ESG
performance are more likely to involve in income-increasing earnings management. Together,
when managers’ incentives are driven from self-interest, then we expect a positive relation
between level of ESG disclosure and earnings management. To examine the positive relation
between ESG engagement and earnings management, hypothesis 2 is stated as follows;

H2: Firms engaging in higher ESG disclosure are more likely to engage in earnings management.

Methodology

Sample

To investigate the hypothesis, the data of listed companies during 2017 to 2021 from
the MAI of Thailand were collected. The sample excluded the listed companies that (1) do
not end their accounting year on 31°" December each year, (2) do not have annual reports
during 2017 to 2021, (3) are registered in the financial industry, and property fund sector, and
(4) are under rehabilitation. After reducing these conditions, 120 firms were adopted as the
samples in this study. Therefore, the final samples were consisted of 600 firm-years of
observations.

Dependent and Independent Variable

Table 1 Variables” measurement of the study

Variables Notation Measurement
Earnings quality EQ Extended Modified Jones of Yoon’s model
ESG disclosure ESG Content analysis by word counting
Environmental disclosure ENV Content analysis by word counting
Social disclosure SOCIAL  Content analysis by word counting
Governance disclosure GOV Content analysis by word counting
Firm size SIZE Natural logarithm of total asset
Firm age AGE Year of firm age
Profitability PROFIT Ratio of return on asset (ROA)
Leverage RISK Ration of liability on equity
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Measurement of Variable

Independent Variable — ESG disclosure

The annual reports during 2017 to 2021 were used to collected data from ESG
disclosures, earnings quality, and corporate characteristics. In terms of ESG disclosures as
independent variables, we used content analysis to measure the level of ESG disclosures.
Although there are several units of content analysis such as page count, sentence count, or
checklist, the study selected word counting to quantify ESG disclosures. We separated the ESG
disclosures into three dependent variables which are environmental, social, and governance,
as adopted by the Global Reporting Initiative (GRI) Standard Guideline (Stock Exchange of
Thailand, 2017). Within the 11 items, environmental disclosures covered four items (energy,
water, waste management, and greenhouse gas management), while social disclosure covered three
items  (workers/employees’ treatment, responsibility to customers, and social/community
development), and governance disclosure covered four items (good corporate governance,
risk management, corporate innovation, and supply chain management).

Dependent Variable - Earning Quality

We used cross-sectional analysis the examine the models. The earnings quality was
measured by the Extended Modified Jones of Yoon’s model using discretionary accruals.
Finally, firms’ characteristics, such as size, age, profitability, and leverage, were the control
variables in this study. The measurement of the variables is shown in Table 1. Multiple
regression analysis was used to examine the influences of ESG disclosures on earnings quality
as indicated in the equation below. Model 1 examines the aspects of ESG disclosure segmented
into social, environmental and governance categories, with control variables included in the
equation as outlined in Model 2. Model 3 analyzes comprehensive ESG disclosure, including

control variables in the equation as specified in Model 4.

EQic = So+ FENVic + F:SOCIALic + S5GOVic + i (1)

EQic = fo+ SENVi. + SSOCIALi + B5FGic + BSIZEi + S5AGEi + SsPROFIT; + (2)
ﬂ7RISKlt + €it

EQic = o+ LESGi + €ic (3)

EQic = fo+ LESGi + LSIZE; + FsAGE; + FePROFITi + S7RISK;; + €it (4)
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Findings

To answer the first objective, from 600 firms-year of observations, table 2 indicates the
extent, pattern, and level of ESG disclosures in the MAI market of Thailand. The results are as
follows: Governance disclosure (Mean = 2856.01 average words, SD = 1929.18) was the most
common type of ESG disclosures followed by social disclosure (Mean = 1,558.76 average
words, SD = 952.84), and environmental disclosure (Mean = 356.74 average words, SD =
272.49). There was an increase in both the environmental and social disclosures between 2017
to 2021. In addition, the highest growth of ESG disclosures was in environmental disclosures
at 53.67 percent from 2017 to 2021, following by governance disclosures at 48.36 percent,

and social disclosures at 39.87. Finally, the average words of ESG disclosures were 4,771.51

words (SD = 2683.63), and tend to increase during the period under study.

Table 2 Extent and pattern of ESG disclosures during 2017 to 2021

Year ENV SOCIAL GOV Overall ESG

Mean SD Mean SD Mean SD Mean SD
2017 285.81 20.66 1311.33 75.32 229788  146.64 3895.01  203.48
2018 314.42 22.65 1446.98 81.61 2634.35  165.01 439574  219.34
2019 348.52 22.67 1525.84 76.81 3862.16  169.80 4736.51  226.94
2020 395.76 25.68 1675.37 91.43 307633  173.21 5147.45  246.51
2021 439.22 29.54 1834.28 100.53 3409.32  204.06 568281  290.66
Average  356.74 27249 1558.76  952.84 2856.01 1929.18 4771.51 2683.63

Table 3 shows the correlation matrix. No multicollinearity problems between variables
used are apparent. Moreover, correlations indicate that EQ is positively correlated to ED and
GD at the 0.01 level, while there is no correlation between EQ, SD, SIZE, AGE, PROFIT, and
RISK at 0.05 level.

Table 3 Descriptive analysis and correlation matrix

Variable EQ ENV SOCIAL GOV SIZE AGE PROFIT RISK

EQ 1 .087* -.028 1507 -.029 .009 .040 -011
ENV - 1 653% 472%* .080 -.040 -.059 .007
SOCIAL - - 1 .452%* .044 -.099* .003 .068
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Table 3 (continued)

Variable EQ ENV SOCIAL GOV SIZE AGE PROFIT RISK

GOV - - - 1 -.003 -.047 -.003 .058
SIZE - - - - 1 -.010 .018 .030
AGE - - - - - 1 -073 .023
PROFIT - - - - - - 1 -.067
RISK - - - - - - - 1
Mean 2769  356.74 1558.76  2856.01 1.673 9.580 .159 1.353
SD 2.150 27249 952.84 1929.18 1.924 5.370 .148 273

** is significant at 0.01, and * is significant at 0.05

Table 4 demonstrates the results of multiple regression. The coefficients of determination

(R-squared) for the four models ranges from 0.043 to 0.052, and the adjusted R-squared is from 0.038

to 0.048. This indicated that the models can explain approximately 8.934 to 2.772 percent of the

variation in the data. For overall ESG disclosure in Model C, the findings support H1, suggested that

higher-level ESG disclosure firms tend to engage less earnings management activities. However, H2

is partly supported especially for the social component of ESG disclosure. In particular, for the impact

of component of ESG disclosure on the earnings quality, the findings of both models of A and B

show that EQ is positively influenced by GOV and ENV at the 0.01 and 0.05 levels, while SOCIAL is

found to negatively influence on EQ at the 0.01 level. There is no statistically significant relationship

between EQ, SIZE, AGE, PROFIT, and RISK at the 0.05 level. In models C and D, the study found a

significant positive effect of ESG disclosure and earnings quality at 0.01 level.

Table 4 Multiple regression for ESG disclosure and earnings quality.

Variables Model A Model B Model C Model D
ESG - - 107 (2.625*%) 110 (2.692*%)
ENV 130 (2.366%) .138 (2.487%) - -
SOCIAL -192 (-3.546**)  -.194 (-3.549%%) - -

GOV 176 (3.774%%) 173 (3.711%%) - -

SIZE - -.031 (-.775) - -.031 (-.761)
AGE - .007 (.181) - .021 (.504)
PROFIT - .050 (1.238) - .042 (1.025)
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Table 4 (continued)

Variables Model A Model B Model C Model D
RISK - -.005 (-.115) - -.015 (-.369)
Max VIF 1.828 1.906 1.000 1.012
R Square .043 .046 051 .052
Adjust R .038 .039 .048 .046
F-value 8.934** 4.124** 6.889** 2772
Observations 600 600 600 600

The above table represents coefficients and t statistics in parentheses

** is significant at 0.01, and * is significant at 0.05

Discussion

In this study, the ESG information is decomposed into Environment, Social and
Governance components to examine its relationship to earnings quality. Using individual
measures of ESG disclosures, the results demonstrate both positive and negative relationships
between ESG engagement and earnings quality. Specifically, environmental and governance
engagement are positively related to earnings quality (i.e., higher discretionary accrual) while
the social component is negatively associated with earnings quality (i.e., lower discretionary
accrual).

The negative relationship between earnings management and ESG engagement can be
explained by several reasons. The first explanation is that firms intend to engage in ESG
practice to improve their corporate image (Fombrun & Shanley, 1990; Cho & Patten, 2007,
Simnett, Vanstraelen, & Chua, 2009; Linthicum, Reitenga, & Sanchez, 2010), therefore, these
reputational concerns constraint managers from engaging in earnings manipulation (Kim et al,,
2012). So, the negative association of ESG disclosures and earnings management is linked to
corporate image and reputation. In line with this argument, ESG disclosures may be divided
into two main dimensions, the so called “doing good” and “avoiding bad” (Lin-Hi & Muller,
2013; Minor & Morgan, 2011; Lin-Hi & Blumberg, 2018). The term “doing good” is characterized
by its volunteer nature, for example, corporate volunteering, funding, and donations. In this
context, a firm’s resources are contributed to a society’s wellbeing. To the end, ESG
disclosures in terms of “doing good” emphasizes on firms being good corporate citizens

(Carroll, 1998). Besides “doing good”, firms can also practice “avoiding bad” ESG disclosures
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to prevent any potential harms to stakeholders and society (e.g., protecting human rights,
avoiding corruption and fraud).

Consider the two perspectives of ESG disclosures, environmental and governance-
related ESG disclosures are closely link to “avoiding bad” whereas social-related ESG
disclosures focus on “doing good” disclosure. Because “doing good” better characterizes the
ESG disclosures and firm’s reputation rather than “avoiding bad” (Lin-Hi & Blumberg, 2018),
the negative relationship between the social component of ESG disclosures and earnings
management could be partly explained by the risk of reputation losses. With more social-
related ESG disclosure, a company builds up its reputation capital, and, to this end, tend to
engage in less earnings management disclosure so as to avoid reputational losses which could
significantly affect their performance. This argument is consistent with the findings from Peloza
(2006) which noted that firms that focused on supporting charities and social betterment had
better financial performances due to the positive effect of their corporate reputation. In
conclusion, ESG disclosures in this form is “pro-social” and creates higher social expectations
which in turn improve reputation more than simply avoiding bad (i.e., environmental and
corporate governance). Because of this, previous research also shows that “doing good” ESG
disclosures also have a backfiring effect when any irresponsible behavior is discovered, and,
according to expectation theory, the magnitude of reputational damage tends to be higher
due to higher social expectations (Sohn & Lariscy, 2015).

For environmental and governance disclosures, the results show a significant and
positive relationship to earnings management. As “avoiding bad” disclosure is less related to
corporate reputation when compared to “doing good”, this may provide managers with
incentives to engage in more earnings management practices. A possible explanation is that
firms practicing in areas which impact the environment and governance incur high costs
because these disclosures are expected to be embedded in the process of the firms’ real
operation. As a result, it may have a negative effect on their financial performance, at least
over the short-term, leading to a higher incentive for managers to indulge in earnings
management practices. As our samples include firms that are listed in the MA, thus, the firms’
size is relatively smaller than those listed in the SET market, environmental as well as
governance initiatives appear to be too costly and do not seem to be a reasonable investment
for smaller firms (Gargouri et al., 2010). However, it is also worthwhile to note that our findings

contrast with Litt et al.’s (2014) analysis of U.S. firms. Litt et al. (2014) noted that firms with
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better environmental performance exhibited lower earnings management because these firms
were well performed without having to manipulate earnings. This could imply that performing
“avoiding bad” ESG disclosures should benefit firms in more developed markets.

Although the existence of an effective corporate governance mechanism should
constrain the opportunistic behavior of mangers (Jensen & Meckling, 1976), and thereby should
moderate the ESG and earnings management relationship, Amin & Cumming (2021) suggested
that the firms with family-owned blockholders are involved more in earnings management
disclosure. This is because these firms would have higher levels of asymmetric information
which allows blockholders to extract the benefit from income-increasing earnings
management. They further noted that this effect would be particularly stronger in countries
with low regulatory enforcement. Their statistics documented that Thailand has the lowest
corporate governance index score among the South East Asian countries. This provides support
to our findings as our sample consists of smaller size firm listed in the MAI. Based on our
findings, firms with more corporate governance-related ESG disclosures are likely to engage in
higher level of earnings management. This could imply that, with the blockholder structure,
their governance mechanism might effectively constrain managers’ opportunistic behavior and
that the governance-related ESG disclosures in Thailand are more a matter of form over
substance. These findings align with Buertey et al. (2020), who observed that powerful family-
owned blockholders in emerging market may have incentives to manipulate financial reports
especially when they have greater business information. Similarly, Choi, Lee, and Park (2013)
also find that chaebol firms in South Korea and firms with high ownership concentration tend

to use to conceal poor earnings.

Summary and Suggestion for Future Study

This study investigates the pattern and level of ESG disclosure of listed companies in
the MAI market of Thailand, and examine the relationship between ESG disclosure and
earnings quality. The study found that EGS disclosure related to governance aspect was
commonly reported in annual reporting followed by social disclosure, and then environmental
disclosure. There was an increase of both environmental and social disclosures between 2017
to 2021. Finally, the average words of ESG disclosures were 4,771.51 words, and there was an
increase of ESG disclosures during the period being study. In addition, the study found that

there was a significantly negative influence of social disclosures on earnings quality, while
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environmental and governance disclosures show the positive and significant influence on
earnings quality.

The study’s findings provide important implication. They suggested that firms should
also give more attention to ESG disclosures as they may help to reduce agency problem
especially in small to medium business with high family concentration. These findings could
be used as a guideline for regulator and policy makers to address the possible transition from
voluntary disclosures to mandatory disclosures in Thailand. Our findings also suggest that
different area of ESG initiatives may affect earnings quality in different ways. However, it is
essential to acknowledge the limitation of this study. The sample of our study do not cover
the ESG disclosures for all listed firms since we focused on only the those listed in MAI, not
in the Stock Exchange of Thailand (SET). In addition, there are also other proxies of ESG
disclosure used in the previous studies. Future study may collect and compare the data from
both SET and MAI markets to explore the differences of how environment, social, and

governance ESG disclosures could impact earnings quality.
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Abstract

The purpose of this research was to study the impact of the issuance of green bonds
on cumulative abnormal returns and abnormal securities trading volume in ASEAN. The data
was collected manually through media websites at the time the company announced the
issuance of green bonds. The data also included financial information and comparison
amongst other listed companies that did not issue green bonds from 2017-2021. The research
used Event Study to analyze whether there was any cumulative abnormal return or any
abnormal trading volume before the issuance of green bonds and after that. Pearson and
multiple regression were used to analyze these correlations. The study showed that the
issuance of green bonds did not increase cumulative abnormal returns or decrease abnormal
trading volume. Therefore, it can be concluded that companies willing to increase their
positive image on society and the environment could issue green bonds without taking extra

precautions on cumulative returns and securities trading volume.

Keywords: Green bonds, capital markets in ASEAN countries, cumulative abnormal return,

abnormal trading volume

Introduction

The world is facing the issues of global warming and increasing greenhouse gases. Many
countries see the need for environmental conservation. The listed companies were urged to
pay more attention to the environment. Investors and government turned their attention to

the issuance of green bonds to raise funds for their environment conservational projects.
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Green bonds became popular among investors around the world (Cioli, Colonna, Giannozzi, &
Roggi, 2021).

In Thailand, green bonds were first issued in 2015 by Bangchak Petroleum Public
Company Limited (BCP). BCP had issued debentures for 3,000 million Thai Baht to invest in
the renewable energy business. In 2019 Thai Military Bank Public Company Limited issued
green bonds to raise a green funding source in Thailand. It was considered an important starting
point for the bond market in Thailand (Public Debt Restructuring and Domestic Bond Market
Development Fund, 2020). In 2021 Thai government launched a policy to encourage state
enterprises to issue more green bonds (Sritong, N., 2021).

Issuing green bonds was seen to create a good reputation for the organization (Kuchin,
et al, 2019). Many investors were interested in green bonds. These had caused the green
bond market a rapid growth (Zhou & Cui, 2019). As a result of the issuance of such bonds, the
companies had an unusually higher return rate. This was not only in terms of stock prices but
also buildup a positive image of the companies. The research of Flammer (2020), Zhou and
Cui (2019), Baulkaran (2019), and Kuchin et al. (2019) provided positive empirical evidence.
Flammer (2020) studied the response of the green bond from the financial reports of the listed
companies on the US stock exchange. The study showed that the announcement of green
bond issuance resulted in a higher stock price. This explained why the return rate had gone
beyond normal. Zhou and Cui (2019) studied the impact of stock prices on the issuance of
green bonds in China. The study supported that the announcement of green bond issuance
had increased the company's stock price, profitability, and performance. Baulkaran (2019)
studied the response of the company's stock price after the announcement of the green bond
issuance. It revealed that the stock price had an abnormal cumulative return. Kuchin et al.
(2019) tested the hypothesis of whether green bonds had an impact on the stock price and
the value of the company. The study showed that the announcement of green bond issuance
had caused a positive impact on the stock price and the company's value.

From the previous research, it can be concluded that building a corporate image
through the issuance of green bonds affected the stock price, value, and cumulative return of
the company. However, the question of this research is to find out whether or not the issuance
of green bonds had caused cumulative abnormal returns or abnormal trading volume in ASEAN
countries. This is the difference of this research compared to the previous ones. This research

provides benefits to companies that seek to buildup a positive image through fundraising by
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issuing green bonds. Furthermore, this research helps the investors to confirm the direction of

cumulative return and the abnormal trading volume for the companies issuing green bonds.

Research Aim
This research aims to study the cumulative abnormal return and abnormal trading
volume of listed companies those issued green bonds on the Stock Exchange of Thailand and

in ASEAN countries.

Literature Review and Hypothesis Development
Legitimacy Theory

Legitimacy Theory is a theory about the companies' operation that each company has
the right and impact on society, human and natural resources. Under this condition, therefore,
the companies must conduct their business following the needs of society. If any company
fails to respond to the needs of society, that company may be revoked the right to operate
its business which will affect its business operation (Suchman, 1995). The company, hence,
placed great importance on conducting business within the boundaries set by society. It is like
a commitment, a social contract, that the company has to society. This kind of contract has
both implicit and explicit expectations (Deegan, 2019). Accordingly, companies should always
make sure that their business is responsive to the needs of society, in other words, to fulfill
the social contract. Companies must voluntarily disclose information especially information

on society and the environment for their sustainability (Burlea & Popa, 2013).

Stakeholder Theory

Stakeholder Theory is the theory that involved concepts of organizational
management and business ethics. These concepts emphasize morality and values in managing
the organization by giving importance to stakeholders. Following these concepts will
eventually bring benefits to the company and its stakeholders (Freeman, 2002). Entrepreneurs
tend to focus on pursuing profit, creating talent to outperform competitors, and reducing as
many costs as possible. However, by having a good relationship with stakeholders, the
company may have a chance to gain or exchange knowledge, ideas, or useful resources with
stakeholders. This may lead to a better understanding of the social environment and to build

up an environmentally friendly image of the company (Freeman & Phillips, 2002; Harrison,
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Bosse, & Phillips, 2010). Stakeholders could be classified into two groups (1) Primary stakeholders
such as customers, competitors, material suppliers, employees, and shareholders (2) Secondary
stakeholders include governments, organizations, communities, the environment, and activists

(Freeman & Phillips, 2002)

Benefit from green bonds

The market for green bonds is growing because it provides benefits to investors and
issuance companies. The benefits for investors are the positive change in price and the
excessive cumulative rate after green bond issuance Baulkaran (2019). While the companies
issuing green bond gain funding to support environmental projects, they also gain an indirect
benefit regarding the good reputation of the companies. Green bonds and green projects
reflect that the companies place importance on the environment, society, and good

governance. (Hoinaru et al., 2020; Flammer, 2018)

Research Framework and Hypothesis Development

From the literature, the variables associated with the study of green bonds on
cumulative abnormal return and abnormal trading volume in ASEAN countries can be
identified into two types. The first one is the independent variable which is an event related
to green bond issuance. The second one is the control variable which includes the rate of
return on the company's assets, return on equity, debt-to-equity ratio, total asset turnover,
and trading volume.

A study of events related to the issuance of green bonds showed that the issuance of
green bonds affected the corporate reputation and the cumulative return. Therefore, an event
method was used to analyze cumulative abnormal returns and abnormal trading volumes
before and after the announcement of green bond issuance. This research divided the study
period into three parts which are the pre-event period (10 days before the event), the event
date, and the post-event period (10 days after the event).

The issuance of green bonds is one of the opportunities for the company to grow and
gain attention from investors but the result is not directly for growth and scale expansion.
Consequently, this had led to the following assumptions:

H1: Issuance of green bonds affects cumulative abnormal return

H2: Issuance of green bonds affects abnormal trading volume
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Research Methodology
Population and sample size

From the data on the Stock Exchange of Thailand and ASEAN countries, only 3 out of
10 countries issue green bonds. These include Thailand, the Philippines, and Singapore. 16
companies issued green bonds then we selected 16 more companies to make a comparison.
We collected data through media websites (news media) at the time the companies
announced the issuance of green bonds. We also collect financial information on the
companies that issued green bonds and the compared companies. We used the data from 1
January 2017 to 1 December 2021 (collected on 2 December 2021)

The samples used in this research included 16 companies that issued green bonds and
16 more competitive companies on the stock exchanges of ASEAN countries. Data collection
was retrieved from the announcement of the issuance of green bonds during 2017 — 2021.

There were 213 data sets in total.

Hypothesis

The issuance of green bonds gave the companies a positive image because it showed
that the companies operate in line with being friendly to the environment and society. Most
research showed that green bonds increase investor interest in companies. The above-normal

cumulative return was significantly positive. The equation to test the correlation is as follows:

CAR = [:Greenbondissuey+ [2ROAit+F:ROE+[4+DEi+ FsLnasseti+&ir (1)
Abtrdvo = f:Greenbondissue;+ [2ROAi+L3:ROE+pL1DE+ Bslnassety+e&i 2)
Where CAR = Cumulative abnormal return
Greenbondissue = Events related to green bonds
ROA = Return on assets
ROE = Return on equity
DE = Debt to equity ratio
Lnasset = Total asset turnover ratio
Abtrdvo = Abnormal trading volume

VOLUME 5, ISSUE 1, January — April 2024 | page 72



AFHITUIANTINGIND N15IANTT wazdAuAIEnS ISSN 2697-6609

Control variable

Return on assets (ROA) is the ratio that shows the profitability of a company's assets
where the higher the ROA, the higher the profitability of the company concerning the invested
assets. Return on equity. Return on equity (ROE) represents the company's ability to use
shareholder investments to generate profit. ROE shows that the company has good financial
performance. Flammer (2020) studied the financial effectiveness and environmental efficiency
of the green bond issuer. That study revealed that the issuance of green bonds affects
long-term financial performance which can be measured by return on assets and return on
equity. These two ratios were seen significantly increase in the long term. Debt to equity ratio
(DE) is a ratio of total liabilities and total equities that affect the change in the company
significantly. The total asset turnover ratio (Lnasset) is a ratio that helps to analyze the
efficiency in the use of a company's assets. This is used to compare with other companies in
the same industry. However, in some companies, the asset turnover ratio alone could not

determine whether a company's stock is worth investing in. It is only part of the consideration.

Research result
Table 1 Comparison of the mean using a t-test between companies that issue green bonds

and companies that do not issue green bonds

Variable Greenbondissue=0 (N=113) Greenbondissue=1 (N=100) t-test

Mean S.D. Min Max Mean S.D. Min Max p-value
Cumulative abnormal 1864 1343 2179 1635 3578 1535 -12.82 3801  0.390

return

Abnormal trading volume 1015 0.037 0975 1.091 0996 0026 0958  10.85  0.000%*

Return on assets 1.302 4.820 -12.40 13.28 2.161 2.235 0.020 9.310 0.092
Return on equity 4009 1509 -4339 2128 6801 5892 0070 2931  0.071
Debt to equity ratio 3645 2618 0400  9.620 3471 2830 0270 9.070  0.643

Total assets turnover ratio 6-380 20.50 0.002 83.40 1.290 2.320 0.002 12.90 0.643

Greenbondissue = 0 refers to the non-green bond issuing companies

Greenbondissue = 1 refers to the green bond issuing companies
Table 1 shows a comparison of the mean using the t-test between green bond issuing
and non-green bond issuing companies. It reveals that the cumulative abnormal return of the

green bond issuing companies is equal to the non-green bond issuing companies at 0.390. The

VOLUME 5, ISSUE 1, January — April 2024 | page 73



AFHITUIANTINGIND N15IANTT wazdAuAIEnS ISSN 2697-6609

abnormal trading volume of green bond issuing companies was lower than non-green bond
issuing ones. The return on assets rate of the green bond issuing firms is equal to the non-
green bond issuing firms at 0.092. The return on equity of green bond issuing companies is
0.071 which is equal to non-green bond issuing ones. The debt-to-equity ratio of green bond
issuers is equal to non-green bond issuers at 0.643. Finally, in terms of the total assets turnover
ratio, green bond issuers and non-green bond issuers are equal at 0.643.

From the analysis of the trading volume, green bond issuers have less abnormal trading
volume than non-green bond issuers. However, when considering a cumulative abnormal
return, return on assets, return on equity, debt to equity ratio, and total assets turnover ratio,
green bond issuers, and non-green bond issuers have no difference in means. This can be
explained that green bonds are bonds that are not well known among investors both in
Thailand and in ASEAN countries. As a result, the mean values in each aspect were not

different.

Table 2 Pearson’s correlation coefficient analysis

CAR Abtradvo ROA ROE DE Lnasset
CAR 1.000
Abtradvo 0.159** 1.000
ROA 0.162** 0.111 1.000
ROE 0.188*** 0.062 0.926*** 1.000
DE -0.227%%* -0.283%** -0.281%%* -0.061 1.000
Lnasset -0.156** -0.204*** -0.160** -0.023 0.736*** 1.000

Note: *** ** * The correlation coefficients were significant at 0.01, 0.05 and 0.10 respectively

Table 2 shows that the Pearson correlation coefficient was used to test the relationship
among dependent variables at the statistically significant level of 0.01 or the confidence level
of 99%. 3 pairs of dependent variables have a significant relationship. For example, return on
assets (ROA) and return on equity (ROE) had a coefficient correlation of 0.926 and a significance
level of 0.05 or the confidence level of 95%. There was one pair which was a return on assets
(ROA) and total assets turnover ratio (Lnasset) that had a coefficient correlation at -0.160.

Testing the relationship between the independent variables at the statistical

significance level of 0.01 or the confidence level of 99%. The analysis showed that three pairs
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were related significantly such as cumulative abnormal returns (CAR) and debt to equity ratio
(DE), which has a coefficient correlation of -0.227 at the significance level of 0.05 or the
confidence level of 95 percent, cumulative abnormal returns (CAR) and return on assets (ROA),
which has a coefficient correlation of 0.162.

Testing the relationship among the dependent variables at the statistical significance
level of 0.05 or the confidence level of 95 percent found that cumulative abnormal returns
(CAR) and abnormal trade volume were related which has a coefficient correlation of 0.159.

Thus, when considering the correlation coefficient and the variable value is less than
0.08, it is known that all variables are not correlated with each other or have very little
correlation. This will make the data or samples used in the analysis free from multicollinearity
problems (variables are correlated with each other). This will also not affect the results of

multiple regression analysis.

Table 3 Coefficient analysis of abnormal trading volume and cumulative abnormal return

Abtrdvo CAR
Greenbondissue -0.0917%** -0.011
ROA -0.056%** -0.005
ROE 0.013%** 0.001
DE -0.023%** -0.004
Lnasset 0.003 0.009
N 213 213
Prob>F 0.000%** 0.032
R-squared 0.216 0.071
Adj R-squared 0.189 0.040

Note: The ***, ** ‘and * indicate statistical significance at the 1%, 5%, and 10% level,

respectively.

Table 3 shows the coefficient analysis of the abnormal trading volume. The R-square
explains that from all 213 datasets of green bond issuers in ASEAN countries and the Stock
Exchange of Thailand, the independent variable can significantly explain the dependent

variable.
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The abnormal trading volume of green bonds in ASEAN countries and Thailand shows
that the green bond issuance caused a 0.091-time drop in abnormal trading volume. Regarding
control variables, the return on assets (ROA) led to a 0.056-time drop in abnormal trading
volume. The return on equity (ROE) increased the abnormal trading volume by 0.013 times.
The decrease in debt and equity ratio decreased the abnormal trading volume by 0.023 times.

The analysis found that the coefficient of abnormal trading volume in green bond
issuers among ASEAN countries had decreased by 0.091 times. Therefore, it can be concluded
that green bond issuance affects abnormal trading volume. While the coefficient analysis of
cumulative abnormal return can be concluded that green bond issuance does not affect the

cumulative abnormal return.

Discussion and Recommendations

This research which aims to study the impact of green bond issuance on cumulative
abnormal return and abnormal trading volume on the Stock Exchange of Thailand and in
ASEAN countries revealed that the overall trading volume of green bond issuers had decreased
while non-green bond issuers had increased, at the confidence level of 99 percent.

The research is designed to observe 3 periods regarding bond issuance which are 10
days before green bond issuance, the issuance date, and 10 days after the event. The study
period is from 1 January 2017 — 1 December 2021, which is consistent with other research.
Cioli et al. (2021) studied investors' reactions to green bond announcements from companies
worldwide during 2013 - 2019. They used Event Studies and cumulative abnormal returns to
detect the investor's reaction. Their study showed that the cumulative abnormal return was
at a significant level which indicated that investors reacted positively to the bond
announcement and that green bonds could increase the value of the companies. Flammer
(2020) studied the financial effectiveness and environmental efficiency of green bond issuers
and found that green bonds affected long-term performance. This can be confirmed by
companies' return on assets and return on equity which significantly increase in the long term.
These proved that green bonds could contribute tangible benefits to the companies and green
bonds were part of an improvement in financial effectiveness and environmental efficiency
but not the most crucial part. Therefore, green bond issuance did not affect the cumulative
abnormal return and abnormal trading volume in listed companies in Thailand and ASEAN

countries.
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Green bond issuance is a part of creating a good reputation and generating profits for
the companies. This is to provide empirical evidence to those who are interested in the
investors' response to green bond issuance. Especially now that the world is paying more and
more attention to being environmentally friendly. Consequently, the companies that wish to
communicate such a reputation could issue green bonds without taking into account
cumulative abnormal returns and abnormal trading volume.

Many companies issued green bonds but they are not listed on the stock exchange
thus, the result did not cover all cases. This research only covered companies in ASEAN
countries that issue green bonds which this kind of bond is not that popular. If there are more
datasets, the result may differ. In addition, the size of stock exchanges in ASEAN countries is
different. There may be different responses to expectations on return and trading volumes.

Suggestions for future research might be to extend the sample size to gain useful
information for investors who are interested in green bonds. On the other hand, there will be
more companies that wish to gain a good reputation regarding society and the environment
through green bonds. These companies would not have to worry about cumulative abnormal

returns and abnormal trading volume.
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Abstract

Online brand community (OBC) played critical role among motorcycle riders in Nepal
who were so passionate about motorcycles since it allowed them to share and learn
information as well as the experience among the members. The purposes of this study were
as follows: 1) to explore the relationship among brand reputation, brand trust, and brand
loyalty; and 2) to examine the relationship among OBC engagement, OBC attitude, brand trust,
and brand loyalty. This study used a quantitative approach via self-administered questionnaire
using the convenience sampling. They were distributed to customers who had accessed to
online brand community (OBC) of the selected multinational motorcycle company in Nepal
in 2023. The study included 297 respondents. The regression analysis and coefficients showed
that product & services dimension (B=.176) of brand reputation has positive impact on brand
trust, while social & environmental responsibility dimension (B=-259) of brand reputation has
negative impact on brand trust. Furthermore, the study found that OBC engagement (B=-.126)
has negative impact on OBC customer attitude; OBC customer attitude (B=.832) has positive
impact on brand trust; and brand trust (B=.765) has positive statistically significantly impact on
brand loyalty. The findings concluded that the company should focus on improving OBC
customer attitude in order to increase brand trust, which also would enhance improvement

on brand loyalty, thus, achieve their organizational objectives.

Keywords: Brand reputation, brand trust, OBC engagement, OBC customer attitude, online

brand community
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Introduction

For businesses to market their products, digital marketing is thought to be a good
platform. As a result, the internet has become a way of life for humans, and its use will
continue to grow with technological advancement and the passage of time (Odlyzko, 2012).
According to a report from the measuring digital development series of statistical and
analytical publications, Internet users increased by 10% annually on average between 2005
and 2019 (Doreen, 2019). The Nepal Telecommunications Authority reported the number of
internet users of 27.3 million in May 2021 which raised from 21.5 million in May 2020. It means
that 90.56 percent of the country's population has internet access (Kathmandu, 2021).
However, the data should not be interpreted as an exact figure because many people may
have signed up for multiple internet services and can be counted as many people as their
subscriptions. According to internet service providers, the increased demand for work from
home and online classes as a result of the coronavirus infection fears has resulted in an
excessive increase in the number of subscriptions across the country (Kathmandu, 2021).

In 2020, over 3.6 billion people used social media globally and it is projected to
increase to nearly 4.41 billion by 2025 (Saied, ElSabagh, & El-Afandy, 2020) Social media
applications such as Facebook, YouTube, and others are clearly "overtaking the world" and
may be considered a "global consumer phenomenon" (Saied et al., 2020). According to Camilia,
Sajoh, & Dalhatu, (2013), if Facebook were a country, it would be the third largest after China
and India, and twice the size of the United States. The Rising Nepal (2023) reported that Nepal
has over 12.60 million social media users in January 2023 which is accounted for 41 per cent
of the total population.

Social media has risen to prominence as a marketing tool that plays an important role
in establishing trust and generating brand loyalty as a result of its widespread use. Consumers
are hesitant to trust a brand in the internet world because they are afraid of numerous frauds
caused by a lack of adequate information and identity in cyberspace. As consumers read about
brand community members' experiences with the brand's products through reviews, the brand
community in the online world promote the brand in securing trust. Customers, brands,
companies, and other consumers can all benefit from the online brand community (OBQ),
which can help to build brand trust and brand loyalty (Laroche, Habibi, & Richard, 2013).

Thus, Nepalese motorcycle riders who join the OBC of the motorcycle company or specific
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group (s) may strengthen the relationship with the brand as well as its members that shared
the same interest.

AWl marketing mix strategies and brand management decisions, according to Fournier
(2014), can be construed as behaviors enacted by the brand. This puts the concepts of brand
reputation, OBC engagement, customer attitude toward OBC, brand trust, and brand loyalty,
which are the foundation of this study, into proper perspective. Despite the flourishing state
of branding research, there are some major flaws in the existing literature. To begin with, the
majority of trust research has modelled trust as an outcome, mediator, or moderator variable
(El-Naggar & Bendary, 2017). Brand trust has been modelled as the main predictor of brand
loyalty in only a few studies. Second, empirical research on brand trust and loyalty has
focused disproportionately on the moderating role of brand reputation in the same
relationship (Zehra & Arshad, 2019).

Brand reputation, according to Chun (2005) distinguishes, attracts, and encourages both
external and internal stakeholders to feel like they belong to the company via an online
medium. According to Loureiro, Sarmento, & Le- Bellego (2017) a strong online community
brand reputation leads to positive consumer perceptions of current and future products. The
initial focus on the importance of strong brand reputations has been expanded to include
brand reputations' roles in overall company success (Anisimova, 2013).

Furthermore, a limited number of research explore the influence of OBC in Nepal. The
aforementioned gaps are serious flaws in the branding literature. As a result, the current study
aims to advance knowledge by examining the effects of brand reputation, OBC engagement,
and OBC customer attitude on brand trust and brand loyalty among Nepalese motorcycle
riders. Given the emotional attachment that motorcycle owners have to their brands, the
importance of brand trust and reputation in determining their brand loyalty cannot be
overstated. Although there is a growing body of research on brand reputation and agreement
on the benefits of brand trust and loyalty, as well as their importance in establishing a long-
term relationship between a company and its customers, there is a scarcity of research on the
impact of brand reputations, OBC engagement, and OBC customer attitude on trust and

loyalty. This research aims to contribute to the filling of this gap.
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Research Objectives

1. To explore the relationship among brand reputation, brand trust, and brand loyalty

2. To examine the relationship among OBC engagement, OBC attitude, brand trust, and
brand loyalty.
Literature Reviews

OBC Engagement and Customer Attitude

Online brand community (OBC) engagement is the compelling intrinsic motivations to
continue interacting with an online brand community (Hollebeek, Glynn, & Brodie, 2014).
Therefore, OBC management is the key for organizations intent on forming and consolidating
online customer relations and engagement which is essential to the understanding of OBC
dynamics (Kumar & Nayak, 2019). In this light, it is understood that a consumer must have a
sufficient level of trust in the brand in order to be willing to co-create value with it; indeed, it
is a necessary condition (Tiruwa, Yadav, & Suri, 2016), which in-line also helps lessen perceived
risks and opportunistic behavior in interactions, positively impacting supportive behavior
among group members in OBC engagement (Barkholz & Rechtin, 2012).

Brand Reputation

Base on Martinez-Lépez et al. (2016) appraisal of online brand community, credibility
is sometimes used as a major intangible attribute that may be either positive or negative.
Maintaining a positive reputation takes tremendous effort. It is hard to heal when it has been
injured. Moreover, poor reputation not only degrades the quality of the brand, but also has
the capability to develop a challenge for the company (Martinez-Lopez et al., 2016). A good-
reputation brand means a good product position; the lower the consumer risk, the lower the
cost of gathering information before purchasing (Erdem, Swait, & Louviere, 2002).

Brand Trust

According to Dalziel, Harris, and Laing (2011), brand trust is evaluated from the
perspectives of the reasons for reliance on the brand, as well as the brand's capacity and
intentions to keep its promises to consumers. To this end, Farid and Hammad (2022) argue
that brand trust is the result of previous experiences and interactions, and that it reflects the
learning process over time. This position backs up Krishnan's (2006) assertion that the most
relevant and important source of brand trust is brand experience. As a result, the primary
marketer's goal in building brand relationships is customers who are loyal to the brand (Soong

et al,, 2011).
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Brand Loyalty

Building strong and positive brands generally leads to customer preference for a
particular brand, which can induce brand loyalty over time. Loyalty is driven by a strong bond
between a customer and a brand (Rosenbaum-Elliott, Percy, & Pervan, 2011) The loyal
customers are likely to be less price sensitive and willing to pay a higher price for a particular
brand over other alternatives since they perceive the brand to have unique value (Kim, Choe,
& Petrick, 2018) Brand loyalty can also enhance marketing advantages in the form of enhanced
word of mouth among brand loyal customers, thus increase profitability (Kim et al., 2018).

Hypotheses development

Brand reputation and brand trust among online customers are highly related. According
to Soviar et al. (2019), company attempt to produce consumer perceptions of their reputation
in the online world in order to gain brand trust that will enhance a sense of security while
using the brand product because social media is very extensive and unlimited marketing
strategy tool. Therefore, this study proposed.

H1: Brand reputation has a positive impact on brand trust.

According to Tiruwa et al. (2016) study that showed the impact of online brand
communities (OBC) engagement on customers' attitudes. The study findings show that the
proposed framework had a good fit, and there was a positive significant impact of the OBC
engagement on customers' attitudes. Therefore, this study proposed:

H2: OCB engagement has positive impact on OCB customer attitude.

According to Dheenadhayalan and Sandeep (2020), the social media platform can be
used to market brands online and attract customers. According to this study, social media has
become a very useful tool in making purchasing decisions. As a result, social media is
increasingly influencing and changing the way consumers behave and make decisions about
whether or not to trust their online purchases. Therefore, this study proposed:

H3: OBC customer attitude has a positive impact on brand trust.

Brand trust and loyalty have been identified as critical components of brand
management. According to Rehman and Shafiq (2019), the findings of their research revealed
that there is a mutual relationship between brand trust and brand loyalty. Brand trust is
perceived as expectations based on beliefs that a brand possesses specific features and traits
that are consistent, competent, and credible. Therefore, this study proposed:

H4: Brand trust has a positive impact on brand loyalty.
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Methodology

Data collection and sample

One thousand self-administered questionnaires were distributed to the multinational
motorcycle company's customers who frequently interact with the company OBC in Nepal.
The study employed non-probability sampling approach using convenience sampling
technique. Three hundred and eighty-five (377) respondents return the questionnaire. with a
response rate of 37.7% However, 80 cases were removed from the analysis due to the validity
of the responses, reducing the sample size for the study to two hundred and ninety-seven
(297). According to Cochran (1963) in determining the sample size of unknown population
number, the minimum sample size with 90% confidence level should be at least 270.6, thus,
297 respondents of the current study exceed the minimum requirement.

The respondents of the study were male (81%) and female (19%). Majority of the
respondents (63%) were in the age between 26-40 years old, while 69% of the participants
occupations status were employed full time, business owner and employed part time. In term
of income, 29% of respondents earned a monthly income between 50,001Rs to 70,000Rs. For
their education qualification, 38% of respondents had master degree while 31% of the
respondents had bachelor degree. Around 76% of the respondents had been riding motor
bike for more than two years and 81% of the respondents visited multinational motorcycle
company Facebook fan page/online community for more than once a week.

Measurement items

The measurement items of brand reputation have six dimensions based on Reputation
Quotient which were adapted from Chun (2005) includes 20 measurement items such as “XXX

induces good feelings about their online services.” The measurement items of OBC
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engagement have 11 dimensions adopted from Baldus, Voorhees, and Calantone (2014) with
40 items such as “I am motivated to participate in this brand community because | can help
improve the brand and its products”.

OBC customer attitude has 10 measurement items as adopted from Wu and Chen
(2005) and Nambisan and Watt (2008) such as “I think following the advice obtained in this
online community would be good for me”. Brand Trust has two dimensions with eight items
adopted from Flavian, Guinaliu, and Gurrea (2006) and Bearden, Hardesty, and Rose (2001) such
as “XXX guarantees satisfaction.” Brand loyalty has four measurement items adopted from
Jacoby and Chestnut (1978) such as “I intend to keep purchasing motorcycle from XXX
Company.”

Validity and Reliability Test

As shown in table 1, confirmatory factor analysis suggested that the loadings of all
measurement items for each construct were above 0.5 except Connect 2 with loadings of
0.494 but it should be kept in the model confirming convergent validity (Fornell & Larcker,
1981). In addition, the composite reliability of variables exceeded 0.7, showing internal
consistency for reliability based on Nunnally and Bernstein (1994). All variables have
Cronbach’s Alpha value above 0.8 which reflected that all variables have high internal
consistency (Brand reputation (0.943), OBC engagement (0.958), OBC customer attitude (0.927),
Brand trust (0.812), and Brand loyalty (0.797). Hair, Andersen, and Tatham (2010) asserted that
0.6 is the minimum appropriate standard of Cronbach's Alpha for every construction to achieve

sufficient reliability.

Table 1 Validity and reliability test

Cronbach’s Composite Number of
Loadings
Alpha Reliability Items
Brand Reputation 0.509-0.847 0.943 0.944 17
OBC Engagement 0.494-0.866 0.958 0.958 22
OBC Attitude 0.524-0.850 0.927 0.930 10
Brand Trust 0.565-0.780 0.812 0.825 5
Brand Loyalty 0.679-0.723 0.797 0.796 il
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Findings

As shown in table 2, Model 1 of this study used linear regression to test hypothesis 1
which was statistically significant at 95% confidence level as p-value of the model is less than
.05. A linear regression indicated that only two dimensions of brand reputation which were
“Product & services” and “Social & environmental responsibility” dimensions were statistically
significant impact on brand trust (F(2,294) = 4.215, p-value = .016). Adjusted R-Square of the
model was .021, Hence, the two dimensions of brand reputation accounted for 2.1% of the
variability in brand trust. Product & services of brand reputation (B = .169) has statistically
significant positively impact on brand trust at 90% confidence level while Social &
environmental responsibility of brand reputation (B = -.266) statistically significant negatively
impact on brand trust at 95% confidence level. Therefore, hypothesis 1 is partially supported.

For hypothesis 2, the linear regression model 2 was statistically significant at 95%
confidence level as p-value of the model is less than 0.05. A linear regression indicated that
OBC engagement is statistically significantly impact on OBC customer attitude, F(1,295) = 4.782,
p=.030). Adjusted R-Square of the model is 0.013, Hence, OBC engagement accounted for
1.13% of the variability in OBC customer attitude for the Multinational Motorcycle Company.
OBC engagement (B = -.126) negatively statistically significantly impact on OBC customer
attitude at 95% confidence level. Therefore, hypothesis 2 is not supported.

For hypothesis 3 the linear regression model 3 was statistically significant at 95%
confidence level as p-value of the model is less than 0.05. A linear regression indicated that
OBC customer attitude is statistical significantly impact on brand trust, F(1,295) = 661.862,
p=.000). Adjusted R-Square of the model is 0.691, Hence, OBC customer attitude accounted
for 69.1% of the variability in brand trust for the Multinational Motorcycle Company. The
regression equation was clearly show that OBC customer attitude (B = .884) statistical
significantly impact on brand trust at 95% confidence level. Therefore, hypothesis 3 is
supported.

For hypothesis 4 the linear regression model 4 was statistically significant at 95%
confidence level as p-value of the model is less than 0.05. A linear regression indicated that
Brand trust is statistically significantly impact on brand Loyalty, F(1.295) = 415.490, p= .000).
Adjusted R-Square of the model is 0.583, Hence, Brand trust accounted for 58.3% of the
variability in brand loyalty for the Multinational Motorcycle Company. Brand trust (B = .679)
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statistical significantly impact on Brand loyalty is 95% confidence level. Therefore, hypothesis

4 is supported.

Table 2 Result of Regression Analysis

Variable Model 1 Model 2 Model 3 Model 4

Brand Reputation

- Products & services 176
- Social & environmental -259"
responsibility

OBC engagement -126"
OBC Attitude 832"
Brand Trust 765"
N 2,294 1,295 1,295 1,295
R* 028 692 585
Adj. R? 021 691 583
F 4.215** 4.782**  661.862*** 415.490***

Note: *p < .1 **p<.05 ***p<.01

In summary, this study found that product & services of brand reputation (B = .176)
has positive impact on brand trust, while social & environmental responsibility of brand
reputation (B = -.259) has negative impact on brand trust; OBC engagement (B = -.126) has
negative impact on OBC customer attitude; OBC customer attitude (B = .832) has positive
impact on brand trust; and finally, Brand trust (B = .765) has positive statistically significantly
impact on brand loyalty (p =.000) with 95% confidence level.

Discussions and Conclusion

This study explores the impact of brand reputation and online brand community
engagement and attitude on brand trust and brand loyalty. This study confirmed the product
& Services dimension significance was observed at a 90% confidence level, given that the
coefficient's p-value is below 0.1. The linear regression analysis indicated that only the

dimensions of Brand Reputation pertaining to Product & Services has positive impact on brand
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trust (B = .176) while Social & Environmental Responsibility have a statistically significant
negative impact (B = -.259) on brand trust. This assertion regarding the product and services
dimension finds support in a study by lJiang, Rashid, & Wang (2019), which examines the
connection between this dimension of brand reputation and consumer trust. The study delves
into the intricate relationship between these aspects and consumer trust, highlighting how
they collectively contribute to overall brand reputation. Brands are recognized not only for
their products but also for the services they offer, and both elements contribute to the overall
perception of brand reputation. Similarly, the assertion regarding the social & environmental
responsibility dimension is supported by the study conducted by Gonzalez et al. (2019)
explores the link between the dimension of brand reputation related to social and
environmental responsibility and its impact on consumer trust. The authors argue that while
businesses increasingly acknowledge the significance of aligning with environmental
sustainability and social responsibility values, there is evidence to suggest that a focus on
these aspects in building brand reputation may have a detrimental effect on customer trust.
a close link between business objectives and social or environmental issues can be backfire.
This relation leads companies to take opportunistic advantage of green trends and consumers
may perceive a firm’s CSR programs to concealed motives, causing the distrust perceptions
and less favorable attitudes (Chuah et al., 2020; Chen & Chang, 2013; Kim & Ferguson, 2019).

Furthermore, this study linear regression analysis reveals that there is a negative
significant impact of Online Brand Community (OBC) engagement on OBC customer attitude
(B =-.126, p =.030) with 95% confidence level. This finding aligns with Yang, Cai, and Tu (2021)
whose research highlights the emergence of OBCs as influential platforms fostering
engagement, interaction, and brand loyalty. Interestingly, their study identifies a paradox:
higher engagement within an OBC seems to correlate inversely with customer attitude toward
the brand. Cooper, Stavros, and Dobele (2019) asserted that as OBCs expand and accumulate
more content, customers may confront with information overload. The abundance of
information in these communities can lead to cognitive fatigue, impairing active engagement.
Interestingly, as engagement levels decrease due to information overload, customers' overall
brand attitude remains positive.

This study also indicated that a simple linear regression model was statistically
significant at 95% confidence level as p-value of the model is less than 0.05, whereby the

linear regression indicated that OBC customer attitude has positive statistically significant
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impact on brand trust (B =.832). This assertion is supported by the study of Pinto et al. (2022)
where they explore the relationship between customer participation in online brand
communities (OBCs) and brand trust. OBCs often revolve around shared interests, passions,
and values. The research findings indicate that active positive attitude towards OBCs positively
influences customers' brand trust. By participating in OBCs, customers develop a sense of
social identity with the brand, leading to increased trust in the brand.

Likewise, this study also confirmed that a linear regression model was statistically
significant at 95% confidence level as p-value of the model is less than 0.05, whereby the
linear regression indicated that brand trust has positive statistically significant impact on brand
loyalty (B =.765). This assertion is supported by the study of Nasir et al. (2020) that highlights
the positive impact of brand trust on brand loyalty. Trusting the brand strengthens consumers'
confidence in its offerings. When community members have faith in the brand's reliability and

credibility, they are more likely to engage actively within the community.

Managerial Implication

This study found that OBC customer attitude (B = .832) has stronger impact on brand
trust than product & services dimension of brand reputation (B = .176). Hence, the company
should focus on improving OBC customer attitude in order to increase brand trust. To improve
OBC customer attitude in a multinational motorcycle company, the company must properly
understand the essence of showcasing their brand values, mission, and heritage within the
OBC. Share stories, historical facts, and milestones to evoke a sense of pride and emotional
connection among community members. Consistently communicate the company's
commitment to quality, innovation, and customer satisfaction, reinforcing the brand's
reputation and trustworthiness. The company should encourage OBC members to create and
share user-generated content, such as photos, videos, and stories featuring their experiences
with the brand's motorcycles. The multinational motorcycle company should also offer
exclusive events, meet-ups, and experiences for OBC members. This could include test ride
opportunities, VIP access to motorcycle shows or industry events, or even brand-sponsored
rides and tours. By providing unique experiences, the multinational motorcycle company
demonstrates its appreciation for loyal customers, deepening their connection to the brand

and fostering trust.
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Althousgh this study found a stronger impact of OBC customer attitude on brand trust
than brand reputation, the brand reputation still produces some significant impact on brand
trust. The company should improve workplace environment (X= 3.63), social & environmental
responsibility (X= 3.72), financial performance (X= 3.75) as they obtained the lowest mean
value among brand reputation dimensions by making sure the motorcycle company should
have good employees, the multinational motorcycle should make sure all its operations looks
like an excellent company to be trusted, and the management should make sure the
multinational motorcycle company is well managed. The management and employees
should make sure the multinational motorcycle is an environmentally responsible company.
The management should also make sure the multinational motorcycle maintains a high
standard in the way its treats people and also supports good causes towards achieving the
company’s objectives. The management should ensure the multinational motorcycle
company possesses strong prospects for future growth, they should also ensure the company

outperform its competitors with a strong record of profitability and a low-risk investment.

Recommendations for Future Research

This study is focus on the impact of brand reputation and online brand community
engagement and attitude on brand trust and brand loyalty of a multinational motorcycle
company in Nepal. The future research should investigate the factors that contribute to brand
reputation and how they influence customer attitude, engagement, brand trust, and brand
loyalty. They should explore the role of social influence within online brand communities as well
as investigate how social influence factors, such as peer recommendations, group norms, and
social identity, impact customer attitude, engagement, brand trust, and brand loyalty — within

OBCs.
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Abstract

The purpose of this research is to study the influence of disclosure of information on
the number of voluntary greenhouse gas reduction projects according to Thailand’s standards,
and the investment value of companies that are registered with the Greenhouse Gas
Management Organization (Public Organization), which influences the rate of return on
investment (ROI) of companies that are registered with the Greenhouse Gas Management
Organization (Public Organization). The study includes 48 companies in 2020 and 2022, and 49
companies in 2021. Data was collected was done from annual reports for the fiscal year and
the Greenhouse Gas Management Organization (Public Organization) report from 2020 — 2022.
The statistical method used in this research is multiple regression analysis to test the influence
between variables. The results show that the disclosing information on the number of
voluntary greenhouse gas reduction projects according to Thailand standards (T-VER) has a
significant positive influence on the rate of return on investment (ROI) at a significance level
of .01. Meanwhile, the investment value in voluntary greenhouse g¢as reduction projects
according to Thailand's standards (IV) has a significant negative influence on the rate of return
on investment (ROI) at a significance level of 0.01 over the 3 years of the study. Therefore,
this research can use the data to support the companies' policy-setting guidelines. If
companies implement voluntary greenhouse gas reduction project according to Thailand's

standards, T-VER can reflect the return on investment.
Keywords: T-VER project, investment value, rate of return on investment (ROI)
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Abstract

The objectives of this research are 1) to study the impact of tax planning on operating
results and dividend payments of companies listed on the Stock Exchange of Thailand, and
2) to study the increase in business value from effective tax planning that affects the operating
results and dividend payments of companies listed on the Stock Exchange of Thailand. During
the outbreak of Coronavirus 2019, data was collected from the annual reports of 200
companies listed on the Stock Exchange of Thailand in the fiscal years 2020 - 2022, using
multiple regression analysis. The results of the study found that the influence of tax planning
has a significant effect on operating results. The study found that tax planning, measured by
the annual tax to total assets ratio (TAX/ASSETS), has a positive influence on economic value
added (EVA) with statistical significance at the significance level of 0.01, and the effective tax
rate (ETR) has a negative influence on economic value added (EVA) with statistical significance
at the significance level of 0.01. While during the situation of the 2019 coronavirus outbreak,
the study results did not find any influence from tax planning that affects dividend payments
of companies on the Stock Exchange of Thailand. This study found that crisis situations have
an impact on the influence of tax planning that affects operating results and dividend

payments.
Keywords: Tax Planning, performance, dividend payments, Coronavirus 2019
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