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Factors Affecting the Organizational Performance of Direct

Sales Business in Thailand

Nattapong Techarattanased Faculty of Management Sciences, Suan Sunandha

Abstract

Rajabhat University, Bangkok, Thailand hybrid.at@gmail.com,
nattapong.te@ssru.ac.th

The purposes of this research were (1) to study a causal model of
factors affecting the organizational performance of direct sales
business in Thailand and (2) to study the factors of organizational
culture, knowledge management and marketing communication
and their effect on organizational performance of direct sales
business in Thailand. The research sample for the quantitative
study consisted of 270 entrepreneurs who were the direct sales
business in Thailand and were employed by cluster random
sampling. A questionnaire was used to collect data and a structural
model of all the variables was developed for the study. The
research findings showed that the results of developing a structural
equation model of factors affecting the organizational performance
of direct sales business in Thailand was consistent with empirical
data at good level. In addition, this study has established direct
significant and causal effects of the studied factors following: (1)
organizational culture had a positive and direct effect on
knowledge management and integrated marketing communication;
(2) organizational culture had indirect effect on organizational
performance through knowledge management and integrated
marketing communication; (3) Knowledge management had a
positive and direct effect on integrated marketing communication
and organizational performance and (4) integrated marketing
communication had a positive and effect direct on organizational
performance.

Ke“ '"nms Organizational culture, Knowledge management,
Integrated marketing communication, organizational
performance of direct sales business

Introduction

Direct sale business in Thailand was established more than 40 years ago. It has
been very popular because it allows an individual to be his own boss, can work part
time and provides low-cost entry to the business. Therefore, direct sales business is an
interesting choice for those who want to create difference to their own career. In
addition, the problem of higher cost becomes a factor that leads a number of people
into this business as a means of support when facing with economic recession that can
make jobs scarce, Also, the opening of Asean Economic Community in 2015 is one
more cause for direct sales business to become an atwractive one. Presently, there are
many direct sales businesses register with the Department of Business Development,
Ministry of Commerce in order to carry out the business legally. Statistics of Thai
Direct Selling Association (TDSA) show that the total market value of direct sales
business over the past 10 years has been growing steadily. The growth trend of direct
sales business is not only an indicator of this business success but also has relationship
with the number of people entering this business as both the major occupation and
part-time job. As a result, many companies have been successful in many aspects,
including sales, number of subscribers, and trustworthiness gained from product users,
At the same time, there is still the problem of decreasing number of entrepreneurs in
this business reported by the Office of Consumer Protection. It is also found that the
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quality of management in lacking of knowledge, experience, planning, expertise,
and working systems including financial issues of independent vendors are major
factors that make direct sales business has shorter operational time than other types
of businesses (Hatten, 2009). Direct sales are fast growing and popular businesses. If
the executives do not have real knowledge of this kind of business, direct sales
business may be lost from the market. This business is an independent career that is
constantly changing. Therefore, entrepreneurs must do strategic planning to cope with
the issue of entry and exit of independent distributors for the organization to achieve
an effective performance. The success of the operator depends on leaming of
marketing and finance. Occasionally, business performance is a good indicator for
failure or success of the organization.

From the changing world situation including rising attitudes towards business
ownership, direct sales business is expected to grow well in the future. From
supporting factors both internal and extemal ones including government agencies
support, direct sales business will be another important contributor to the country's
economic development. This type of business will continue to grow in the future
although facing the intense global economic crisis and domestic economic recession.
Since the behavior of consumers changes all the time, in addition to competitive
products and services, today's entrepreneurs are also trying to find various strategies,
especially integrated marketing communication strategies (IMC). Integrated marketing
communication focuses on using a variety of tools, such as advertising, public
relations, direct marketing, sale promotion, customer relationship management, event
marketing, call center, e-mail, etc., to establish good relationships with consumers in
the long run. Integrated marketing communication is a new communication strategy
widely used by many business sectors to reach the targeted consumers mostly.

For the reason that direct sales business is a continuous popular business with
increase total market value each year. However, it is found that the number of research
works in this business is small compared to the number of research work of other
businesses and lack of study on knowledge management in direct sales business in
Thailand. Direct sales business study found that factors affecting the direct sales
business were: organizational culture and knowledge management through marketing
communication. It is also found that there is no study on direct sales business in
Thailand in this regard. Therefore, in this research, the concept of organizational
culwre, knowledge management and integrated marketing communication are
employed to study direct sales business in order to set the policy of direct sales
promotion in Thailand to promote and develop direct sales business’s performance.
The objectives of this research were to study the causal relationship model of
organizational culture, knowledge management and integrated marketing
communication that influence the performance of direct sales business and to examine
the consistency of organizational culture, knowledge Management and integrated
marketing communication that affect the direct sales related literature.

Methodology

Target populations are the managers and regular employees working in the direct sales
business which registered to do the business legally with the Department of Business
Development, the Ministry of Commerce for 5 years or more. A total samples are 350 people
based on systematic random sampling. Research tool is the questionnaire with a five-level
Likert scale comprises of the questions as follows;

1. Direct sales business's performance: The concept of business performance is the
perception of executives and employees who work in the direct sales business about the results
from a systematic process which is developed to measure the value of direct sale entrepreneurs
in their operations within a specified period of time which is in line with the set standards of
direct sales business. This research aims to study two perspectives of the direct sales
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performance, namely, the financial perspective and the intemnal process perspective according
to Kaplan and Norton’s concept (1996). There are four questions on financial perspective and
four questions on internal processes perspective, totaling eight questions,

2. Organizational culture: Organizational culture is the perception of executives and
employees about the behavior patterns as a guideline for direct sales business operation based
on beliefs, values and what the direct sales business expects from employees. This study
focuses on two aspects of organizational culture, namely, a culture of engagement and
involvement in the work of the employees and a culture that emphasizes the operation of
executives and employees under clear structure and rules of the organization (Daft, 2008).
There are six questions on a culture that emphasizes participation and eight questions on a
culture that emphasizes the structure and rules of the organization, totaling fourteen questions,

3. Knowledge management: The concept of knowledge management is a direct selling
business with continuous knowledge management. There is support for state-of-the-art
facilities and technology for learning for the management and staff to expand their learning and
to develop their abilities continuously to achieve common goal, namely, knowledge acquisition
(is a way to gain knowledge both inside and outside of the direct sales business of an
employee), knowledge creation (is the integration of ideas and the experience of direct sales
staff and becomes new knowledge), Storage and retrieval of knowledge (is the formal storage
of knowledge), and knowledge transfer and utilization (is a way of distributing knowledge).
So that employees in direct sale business can use knowledge management, including seeking
knowledge, knowledge creation, storage and retrieval of knowledge, and knowledge transfer,
There are ten questions for this part.

4. Integrated marketing communication: The concept of marketing communication is the
perception of executives and employees working in the direct sales business about providing
several integrated marketing communication activities that are best suited to the various
consumer groups. These communication activities are 1) perception of the channels of product
advertising, executives and employees working in the direct sales business, the communication
chammel which can create interest for customers on products and services of direct sales
business, 2) sales of independent distributors and perception of ability of them to offer products
and services, 3) direct marketing and perception of product and service introduction to
customers, 4) public awareness about public relations of goods and services, 5) special events,
perception of executives and employees of the direct sales business on providing special
seasonal services (Schultz, 1993), This study focuses on integrated marketing communication,
consisting of three questions on advertising, three questions on independent distributors, three
questions on direct marketing, three questions on public relations, and three guestions on
special events, totally fifteen questions.

The content validity of the instrument s conducted by finding the correlation coefficient
between the questions and the objectives (I0C) with 40 samples and Cronbach's Alpha using
the acceptance criterion greater than 0.70 indicates that this questionnaire is sufficiently
confident. With a value between 0 <a <1, the value of the questionnaire after the confidence
test is 0.96, which is closed to ] indicates high confidence and can be used. The number of
complete collected questionnaire are 310 copies or 88.6% of the total distributed
questionnaires.

Conclusions

Most of the samples are female, 61.7%, in the age-group 31-40 years old accounted
for 34.8%. Most of the samples 63.2% hold the bachelor degree and have work
experience under 10 years, accounted for §5.0%. 52.6% of the respondents are the
executives. The mean value of the 4 variables is at a high level. Ranking from high to
low value, it is found that the direct selling business perceives integrated marketing
communication, organizational culture, knowledge management, followed by direct
selling business’s performance measurement, respectively,

The causal relationship model of direct sales business’s performance of the sample
is consistent with the empirical data, Probability value (p) of the modified model is
0.140 (should be greater than 0.05). CMIN / DF value is 1.301 (should be less than 2),
Goodness of fit index (GF 1) is 0.972. (should be greater than 0.9). Adjusted Goodness




Actual Ecno SCh]le es and ues in XXI century

of fit index (AGFI) is 0.940 (should be greater than 0.9). Root Mean Square Error of
Approximation (RMSEA) is 0.036 (should be less than 0.08). The variance of
performance is 72%. The adjusted causal relationship model of direct sales business's
performance with a coefficient value is shown in FIGURE L

Organizatianal
Culture

Integrated
marketing
communication

Business
Performance

0.564**

Knowladge

management

FIGURE I - Results of the causal relationship model of direct sales business’s
performance

Based on the Results of the causal relationship model of direct sales business’s
performance, the hypotheses for testing results are as follows.

Hypothesis 1: Organizational culture has a significant influence on knowledge
management at .05 level of statistically significant with a coefficient of the path is
0.605 (t=5.842, p<.01).

Hypothesis 2: Organizational culture has a significant influence on integrated
marketing communication at .05 level of significance with a coefficient of 0.359
(t=3.618, p <.05). Also, organizational culture has indirect influence on integrated
marketing communication through knowledge management. The statistical significance
at .03 with the coefficient of the path is 0.2.47,

Hypothesis 3: Organizational culture had no influence on the direct sales business at
05 level of statistically significance. While, organizational culture has indirect
influence on the performance of direct sales business through knowledge management
and integrated marketing communication at the .03 level of significance with the
coefficient of the path is 0.408.

Hypothesis 4: Knowledge management has a significant influence on integrated
marketing communications. The statistical significance level is .05 with a coefficient of
the path equals to 0.564 (1 = 5.978,p <.01).

Hypothesis 5: Knowledge management has a significant influence on the direct
sales business’s performance. The statistical significance is .05 with a coefficient of the
path equals to 0.435 (1 = 4.56, p <.05). Also, knowledge management has indirect
influence on the performance of direct sales business through integrated marketing
communication. The statistical significance level was 03 with a coefficient of the path
is0.112.

Hypothesis 6: integrated marketing communication has direct influence on the
performance of direct sales business. The statistical significance at .05 with the
coefficient of the path is 0.283.

Results of the study show that organizational culture has no direct effect on direct
sales business’s performance (Hypothesis 3). This is in line with the work results of
Zheng et al. (2010) which found that organizational culture has no influence on
performance but has indirect influence toward performance through knowledge
management and integrated marketing communication. The result is also consistent
with Nancy's study (Harrower, 201 1) which found that organizational culture has no
direct effect on performance but has indirect influence on performance through
marketing programs. However, this research results are consistent with many research
works (Chin-Loy, 2003; Harrower, 2011; Islam et al, 2008) which found that
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organizational culture has influence on business's performance through knowledge
management and integrated marketing communication.

While organizational culture indirectly influenced business's performance through
organizational leaming and organizational strategies. In the context of direct sales
business, there is a need to create organizational culture which focuses on employee
engagement and teamwork (Yang, 2007; Trevor, 2006; Zheng et al,, 2012). When
everyone in the organization is involved especially in mutually target setting, there will
be exchange of leamning within the team until the knowledge management occurs
within the organization. Also, having the integrated marketing communication system
enables independent distributors to reach their target groups. In this study, most of the
samples were executives and employees who are not directly involved in selling goods
and services. The direct sales business mainly depends on independent distributors and
in terms of working experience, averaging five years, employees have no commitment
to business and do not see the importance of erganizational culture as they should.

Research findings also show that organizational culture has direct influence on
knowledge management (Hypothesis 5). When considering the structure of direct sales
business, there are many regular employees and independent distributors. Then,
building organizational culture of the direct sales business emphasizes the participation
of the personnel in the organization. Tt results in successful direct sales operations
which stated that the organizational culture had the power in stimulating learning and
facilitated the learning management were the key to effective knowledge management
(Islam et al, 2008). From research findings, organizational culture has indirect
influence on integrated marketing communication through knowledge management.
Organizational culture of direct sales business on participation, effective structures and
regulations can lead to effective integrated marketing communication in the aspect of
internal marketing. This enables the employees to mutally understand the mission of
the direct sales business, Later, the concept of knowledge management will be used in
direct sales business based on the principle of conveying and exchanging knowledge
about the marketing communication process.

Moreover, organizational culture has influence on integrated marketing
communication (Hypothesis 2) which found that organizational culture influenced the
direction of direct marketing and is also consistent with the study of the Stimulus-
Response Model (SR Model) by Philip Kotler (Kotler, 1997) which showed that the
organizational culture was an internal impulse that resulted in businesses defining
guidelines for knowledge management and integrated marketing communication to
mest the characteristics of the customer. Then, knowledge management and integrated
marketing communications will affect the attitude of the customer on purchasing
decision of goods and services which will influence the performance of direct sales
business (Nancy, 201 1).

In addition, research findings also find that knowledge management has influence
on direct sales business’s performance (Hypothesis 5). This is consistent with several
studies (Lee & Suloco, 2007; Yang, 2007; Trevor, 2006) which found that good
knowledge management would result in business success. Therefore, knowledge
management in direct sales business will focus on employees to exchange their internal
knowledge. This would lead to business development and transfer of knowledge to
other direct sales business in order to create leaming in the new operations that could
meet the needs of customers promptly.

The research also found that knowledge management has an influence on the
integrated marketing communication (Hypothesis 4). The study showed that the
integrated marketing communication and knowledge management were interrelated and
they supported each other. The results also find that knowledge management indirectly
influences the performance of direct sales business through integrated marketing
communication (Hypothesis 8), Therefore, knowledge management in direct sales
business will promote the exchange of knowledge in the field of integrated marketing
communication, which is consisted of advertising, direct marketing, sales by
independent distributors, public relations, and special events which will create new
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ideas that will help develop marketing communication, which is an important tool in
running a business. Because direct sales business has to adopt a marketing strategy to
offer products and services and the sale of goods and services through independent
distributors, that will affect the sales and performance of the organization.

Research findings also show that integrated marketing communication has directly
influence on the performance of direct sales business (Hypothesis 6). This is in line
with the results of various studies of foreign academicians (Low et al., 2008; Rust &
Chung, 2006). They found that marketing communication had a direct influence on
business performance. In this study, integrated marketing communication model on the
perception of executives and employees in the direct sales business about advertising,
sales by independent distributors, direct marketing, public relations, and special events
are the variables that are perceived as a marketing tool. Also, it is the function at the
policy level of the direct sales business to use marketing communication as a strategy
1o conduct direct sales business’s operations successfully. It can be seen that knowledge
management is a strategy that made marketing communication correlates with the
direct sales business’s performance.

In summary, this research acquires the body of knowledge about the performance of
direct sales business. In doing direct sales business successfully, the organizational
culture must be built with emphasis on employee involvement. Since organizational
culture influences knowledge management and integrated marketing communication
processes. In knowledge management, there is the exchange of learning at the team
level and business level. Both organizational culture and knowledge management affect
integrated marketing communication process. Organizational culture in terms of
structure and regulation will help the integrated marketing communication system to
succeed. Knowledge management is the most influential factor in the direct sales
business performance in this study. Therefore, direct sales entrepreneurs should support
and encourage businesses to have effective knowledge management and to provide
effective knowledge management, too, Also, they should focus on internal marketing
by preparing employees to be competent in various areas including intemal culture,
knowledge management about the goods and services of the business before going to
external marketing which is related to customers or prospects of direct sales business.

Based on the results, policy recommendation is that direct sales business
executives should set policies which focus on knowledge management, integrated
marketing communication and a policy of promoting and supporting experienced direct
sales personnel to strengthen the direct sales operations. In addition, strategic
recommendation is that management must adhere to the strategy and find new ways to
continually develop the staff to meet the needs of consumers especially on product
innovation, process innovation, and management innovation to build efficiencies for
future business expansion. Businesses should be aware of the importance of natural
resources usage and the environment. Also, inventing new machines used to produce
energy saving, using local raw materials to produce the most value in production along
with seeking new materials to replace. Furthermore, modern technology should be used
to produce the most effective and promoting knowledge management in the business to
become an organizational culture, In addition, innovative social media or multimedia
should be used as a channel to communicate to consumers which has a positive impact
on the performance of business.
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