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Abstract

Affective management is a new concept which suggests that top managers should
take stakeholders’ affective experiences into account when making their management
decisions. To show that this concept could contribute to the improvement of management
performance in organizations, this study investigated the correlations between
the affectiveness of top management and management performance indices. Our
questionnaire based on the Affective Management Scorecard was employed to assess
top managers’ recognition of the importance, as well as the actual practices of affective
management. Top managers from 43 Thai organizations participated in the study.
A correlation analysis was conducted to observe whether affective management indices
would correlate with management performance indices, such as return on equity, return
on assets, price to earnings ratio, and price to book value ratio. The findings showed that
the results for organizations practicing affective management were positively correlated
with their management performance in both profitability and good perceptions by
investors.

Keywords: affective management, stakeholder, management, affect, emotion, feeling.

Introduction

In principle and in practice, management decision-making has traditionally been based
on objective measurements such as costs, sales, benefits, and efficiency. Recently,
a new concept emerged suggesting that those objective measurements might not
be a sufficient basis for decision-making, and that decisions focusing on the affective
experiences of all stakeholders, as well as the objective measurements, would be more
appropriate (Authayarat, Umemuro, Murata, and Jiamsanguanwong, 2011; Strong,
Ringer, and Taylor, 2001; Umemuro, 2009, 2011). Affective management is defined
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as management that takes stakeholders’ affective experiences into consideration
in management decisions (Umemuro, 2011). The capability of top management
to consider the affective influence on stakeholders (hereafter affectiveness) is an
important measure to evaluate management quality or overall organizational quality
(Umemuro, 2011).

Conventional management has emphasized efficiency, including reducing costs,
but affective management emphasizes the stakeholder’s affective experiences. For
example, a product might be designed especially for a customer, deliberately including
superior building design, quality materials, and skilled finishes, and this may result in
additional costs (Umemuro, 2009). Thus, when top management considers affective
experiences of stakeholders, the idea may conflict with conventional management
theories based on rational and objective measurements (Authayarat et al., 2011;
Umemuro, 2009). To claim that affective management actually leads to better
performance, the relationship between the extent to which management considers
stakeholders’ affective experiences in their decisions and actual organizational
performance needs to be established.

To show the effectiveness of affective management, it is crucial to have the
means to measure it. Two approaches for evaluating affectiveness are possible. One
is to perform an evaluation based on publically available information, such as financial
reports or corporate social responsibility (CSR) reports. However, as public information
is authored by the organizations themselves, the information may be biased. Another
way is to base the evaluation on the direct assessment of top management, through
such means as interviews or questionnaires. Although this approach may be costly, the
results would be highly accurate and trustworthy if systematic measurement methods
were employed. Authayarat et al. (2011) proposed the Affective Management
Scorecard to assess and quantify the affectiveness of an organization. This study
employed this scorecard as a measurement of affectiveness of organizations, and
compared the results with conventional management performance.

The purpose of this study was to investigate the relationship between the
affectiveness of organizations’ top management and their management performances.
A questionnaire-based investigation was conducted with top management from 43
Thai organizations. The Affective Management Scorecard was employed to assess the
affectiveness of the respondents. Overall scores of affectiveness were calculated and
an analysis performed by stakeholder categories. These scores were compared with
management performance indices for profitability and market valuations.

Related works and hypotheses
Affective management

In psychology, the term affect has long been used to represent a person’s general
response, including emotion, mood, and feeling. In this study, affective is defined as
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being capable of involving a person’s mind or as being capable of provoking deliberate
responses in a person’s mind (Umemuro, 2009).

Affective management can be defined as “management of an organization
that takes into consideration the potential influences of its decision-making on its
stakeholders’ affects or affective experiences” (Umemuro, 2011, p. 514). Affective
management should recognize what might potentially influence people’s affects and
evaluate the possible impacts. This concept promotes the idea that top management
should make decisions considering not only conventional quantitative indices but also
the effects of decisions upon the affective experiences of stakeholders (Authayarat et
al., 2011; Umemuro, 2009, 2011).

Although the concept of affective management may have only recently emerged
in the field of management, successful managers have long understood the influence
of affect in their decisions and behaviors. However, those managers have practiced
this concept implicitly or subconsciously, as it has not been explicitly identified and still
remains in the shadows of rational decision-making (Umemuro, 2009). Amsa (1991)
reports the urgent need for “a mature ideational construct and conceptual framework
for understanding and improving the affective world of management students or the
embryo managers” (p. M130). This desire is to prepare tomorrow’s managers to relate
to the real world—to its emotions, passions, dispositions, motives, moral and aesthetic
sensibilities, capacity for feeling, concern, attachment or detachment, sympathy, and
appreciation (Amsa, 1991). To further understand, endorse, and promote this concept,
we need evidence that it also promotes good management performance.

Stakeholders of affective management

A stakeholder is defined as any individual or group who affects or is affected by the
organization and its processes, activities, and functioning (Carroll and Nasi, 1997).
Frequently, companies only focus on the specific stakeholder targets stated in their
company mission statement or annual report (Campbell, Shrives and Bohmbach-
Saager, 2001). However, the affective management concept requires that not only
customers, but also employees, the local community, and society in general should be
included. Top management should pay attention to the affects of these stakeholders.

Customers as stakeholders
Management is concerned with many aspects of how the company can best serve its
customers (Bahn, Lee, Nam, and Yun, 2009; Larson, 2009; Locke 1996; Millard, 2006;
Parasuraman, Zeihaml, and Berry, 1988). It is common for consumer-oriented product
development to be the focus because there is competition between goods in the
market. Customers tend to buy attractive products or services that affect their feelings
(Nagamachi, 2008). Tang and Umemuro (2012) extracted the affective factors that
can elicit a person’s emotions in products. Vendors of products and services should
not only be concerned with the functionality and usability of the products, but should
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also find out how their products can evoke customers’ emotions such as feelings of
enjoyment or pride (Norman, 2004).

The customer’s affective experience, through word-of-mouth, ownership, and
by providing suggestions and complaints, is the first stage in developing loyalty and
commitment (Millard, 2006). Once customers perceive high quality service or have
positive affective experiences with products or services, they become loyal customers
(Devaraj, Matta, and Conlon, 2001; Lewis and Soureli, 2006). Retaining loyal customers
who positively and intentionally spread recommendations by word-of-mouth makes
good business sense (Millard, 2006) and is sustainable over a long period (Locke,
1996; Reinartz and Kumar, 2003). Significantly, perceived service quality improves
the company’s sales performance (Babakus, Bienstock, and Scotter, 2004). From the
investors’ perspective, Nayyar (1995) reported that improvements in customer service
are positively valued and decreases in customer service are negatively valued by the
stock market.

The nature of businesses can vary depending on the target customers, being either
personal customers or business customers. Business-to-customer (B2C) and business-
to-business (B2B) companies are different. B2C companies may focus more on the
importance of customers’ affective experiences to increase their share and survive in
the market with the general public, while B2B companies rely on more specific and
a limited number of business customers. Thus, the concern from top management
toward customers or business customers may be unequal. This idea leads to the first
and second hypotheses.

H1: Management that takes care of and considers the importance of customers’
affects tends to have higher management performance.

H2. The correlations between affectiveness and management performance of B2C
are higher than for B2B.

Employees as stakeholders
Employees are one of the most important mechanisms that drive and maintain
an organization. The consequences of employees’ positive affective experiences
have received much attention and have been widely acknowledged (Fisher, 2003;
Lyubomirsky, King, and Diener, 2005; Staw and Barsad, 1993; Zelenski, Murphy, and
Jenkins, 2008; see Fisher, 2010 for review). The claim by Zelenski et al. (2008) that
employees’ positive affects contribute to productivity is similar to other studies
(Fisher, 2003; Lyubomirsky et al., 2005; Staw and Barsade, 1993). Previous studies have
suggested that employees who experience more positive affects are more productive,
and thus people are at their most productive when experiencing positive moods
(Harter, Schmidt, and Hayes, 2002).

Positive affects among employees also increase task persistence and performance,
resulting in higher motivation levels (Erez and Isen, 2002; llies and Judge, 2002; George
and Brief, 1996). Positive affect is associated with the process of motivating employees
(Fisher, 2010, Fredrickson, 2003). Positive affective experience may result in job
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satisfaction and employee engagement with the organization, which are also likely to be
associated with employee effectiveness and good job performance (Harrison, Newman,
and Roth, 2006).

Engagement of employees is also related to their happiness (Stair and Galpin, 2010).
Strong engagement improves effort and employee performance (Hodges and Asplund,
2010). Engagement is a concept that goes beyond “satisfaction” or “motivation” (Stairs
and Galpin, 2010). It involves positive affective experiences regarding work, and as
a result employees are willing to go the extra mile to complete jobs to the best of their
abilities (Truss, Edwards, Wisdom, Croll and Burnett, 2006). Earlier studies have shown
that organizations with strong employee engagement achieve higher profits (Harter
et al., 2002, 2010). Affective involvement of employees as stakeholders leads to the
following hypothesis:

H3: Management that takes care of and considers the importance of employees’
affects tends to achieve higher management performance.

Local community and society as stakeholders
The local community stakeholder refers to a community nearby to an organization,
and one that interacts with the organization; society stakeholder refers to people in
the general public (Authayarat et al., 2011). Affective management should also take
care of people outside the organization, in terms of both emotional and well-being
issues.

Organizations may reinforce the positive affective experiences of the community
through various activities. These may include taking good care of the community
environment, providing financial support to community activities such as sports or
education, and by providing special experiences such as inviting local people to view the
production facilities. These generate the community’s positive affective experiences
towards the organization and increase the engagement of local customers. As a result,
they promote community sustainability and, in turn, bring reputational profits to the
organization and increase the long-term market valuation (Bird, Hall, and Momenteg,
2007).

Providing affective experiences for society members is a significant challenge
for affective management. Organizations are considered as social actors embedded
in society and responsible for social activities by providing products and services to
social members as they are needed (Branco and Rodrigues, 2006). Society is protected
by CSR activities that are designed to prevent or repair the negative impact of the
business or operations on society (Branco and Rodrigues, 2006), and, on a larger scale,
improve quality of life (Holme and Watts, 2000, cited in Branco and Rodrigues, 2006).
The benefits from such activities may attract interested people in society who are
current or potential customers and, thus, may become a potential trend for sustaining
organizational growth (Authayarat et al.,, 2011) and financial performance (Branco
and Rodrigues, 2006; McWilliam and Siegel, 2000). The business benefits of CSR can
also include economic sustainability through developing and enhancing relationships
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with customers through products or services, increasing customer and shareholder
retention, and developing the company’s networks. As a result, organizations that
apply CSR develop a unique selling point that sets them apart from competitors (Bird
et al., 2007; Whitehouse, 2006); for example, by reducing energy costs (Bird et al.,
2007). CSR is a way of achieving long-term results and maintaining business continuity
(Branco and Rodrigues, 2006).

The size of the organization may influence the practice of affective management.
In the case of CSR, small companies tend to be less familiar with the concept and might
find it difficult to put it into practice (Broeck, 2009). Affective management might be in
a similar situation. Large organizations with many employees may be more concerned
with affective management than small ones. The notion of community as stakeholders
leads to the fourth, fifth, and sixth hypotheses.

H4: Management that considers and responds to the importance of the local
community’s affects tends to have higher management performance.

H5: Management that considers and responds to the importance of society’s
affects tends to have higher management performance.

H6: The size of an organization affects how it recognizes and practices the affective
management concept.

Method

Participants
Participants were top managers of organizations listed on the Stock Exchange of
Thailand. A questionnaire was sent to 380 businesses in six sectors: service (22.1%),
consumer products (10.3%), property and construction (28.7%), agricultural and food
(10.5%), resources (7.1%), and industrial products (21.3%).

Procedure

This investigation was conducted between early March and May 2011. Each
participant received a questionnaire as well as a brief outline explaining the concept
of affective management and the importance of top managers taking part in this
research. The questionnaire investigated the extent to which participants recognized
the importance of considering stakeholders’ affects when making management
decisions, and the extent to which they actually put affective management into
practice. Participants were asked to provide demographic data and profiles of their
organizations. Participants were also asked to complete the questionnaire in their own
time and return it to the investigator by post.

Measurement
The Affective Management Scorecard developed by Authayarat et al. (2011) was used
to measure affectiveness in this study. This scorecard consists of 15 dimensions, such
as a company’s products or services, company’s brand, and company’s philosophy and
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corporate identity. These dimensions corresponded to issues that the top managers
would have to make decisions about in the course of their jobs (see Table 1 for overall
dimensions and relations with each stakeholder). For each dimension, there were three
guestion types. The first type asked whether the respondent made decisions on issues
in each of the 15 dimensions (e.g., “Do management boards make decisions about the
company’s philosophy and corporate identity?”). The second type asked how much
the top manager believed that each of the 15 dimensions was important to each of
the stakeholders’ affects (e.g., “How much do management boards believe that the
company’s philosophy and corporate identity are important for employee’s affects?”).
The final question type asked to what extent top managers actually considered
stakeholders’ affects when they made decisions regarding the 15 dimensions (e.g.,
“To what extent do management boards consider employee’s affects when making
decisions about the company’s philosophy and corporate identity?”). For the second
and third type of questions, participants were asked to respond using a five-point
Likert scale (1 = not at all, 5 = very much). In the process of developing a scorecard
and improving its reliability, the content was examined by specialists from various
fields of industry and tested with pilot samples that were not a target group. Thus, the
scorecard was considered to have valid items and high reliability (Cronbach’s alpha =
0.96) (Authayarat et al., 2011).

Based on the responses, two types of affectiveness scores were calculated:
a winning score and an average score. Table 2 illustrates how the winning score was
calculated. Winning score reflects how top managers recognize both the importance
of stakeholders’ affects (Im or importance score) and actually consider them when
making decisions in practice (Pr or practice score). Likert scale responses were
coded into levels (scores of 4 or 5 coded as high, 3 as medium, and 1 or 2 as low) of
affectiveness for each decision-making dimension and each stakeholder. The winning
scores reflected combinations of recognition of importance and actual practice and
ranged between -2 and +2. For example, if a respondent scored the “importance”
of a question item as “high” (4 or 5) and the actual “practice” of it as “medium” (3),
the winning score for the item will be +1. In the same way, if the “importance” was
scored as “high” and the “practice” was scored as “low”, the score will be 0. Positive
winning scores represented top managers who both recognized the importance and
actually considered the stakeholders’ affects in their decision-making. Conversely,
negative scores reflected the managers who neither recognized the importance of
stakeholders’ affects nor practiced affectiveness. The average of the winning scores
across all dimensions and all stakeholders was defined as the affectiveness winning
score.
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Table 1. Affective Management Scorecard dimensions and relations with each
stakeholder

Stakeholder

Local
community

Im Pr Im Pr Im Pr Im Pr

No. Dimension Customer Employee Society

1 Company's product/service
Company's philosophy and corporate
identity
3 Company's brand

Business strategy or plan, project

4 management, business process, (6} (0] (6} 0 (0] 0] O O
performance of company's activity
5 Organization's structure (6} 0 (0] 0]
6 Company's investment 0 0 0 0} 0 (0}
7 Price of product or service 0] 0] (0] 0] O O
8 Human resource (6} (0}
9 Advertisemgnt .and customer's community 0 0 o o
or communication
Product patent and industrial standard (e.g.,
10 1500 s) P & 0o o o o
11  Office equipment
12 Atmosphere at workplace and team
management
13 Payment and welfare system (e.g., job 0 0
training, education, health care system)
14 Location and construction design 0 0 0] 0 0] 0] O O
15 CSR activity 0 o] 0 0 0 0] O O

Note. “Im” indicates importance score; “Pr” indicates practice score; “O” indicates that top
management was involved in decision-making for that particular dimension and stakeholder.

Table 2. Winning Score System

Practice
High Medium Low
High +2 +1 0
Importance Medium +1 0 -1
Low 0 -1 -2

The second score type, average score, was a simple average of responses on
the Likert scales across all dimensions and stakeholders. For ease of understanding,
the average scores were converted linearly as a range of 0-100. Affectiveness
average scores represented the overall tendency of how top managers recognized
the importance of and actually considered the stakeholders’ affects when making
decisions. Average scores were also calculated for each stakeholder, calculating
averages across 15 dimensions and across recognition and practice, and further

Journal of Entrepreneurship, Management and Innovation (JEMI), Volume 8, Issue 2, 2012: 5-25



Affective Management and its Effects on Management Performance/ 13

converted to a range of 0—100. These average scores by stakeholders are referred to
as stakeholder sub-scores (e.g., customer sub-score, employee sub-score) hereafter.

Return on assets (ROA), return on equity (ROE), price to earnings ratio (PER), price
to book-value ratio (PBR), and profit after tax as of the end of the fiscal year 2010 were
used as measurements of management performance. These data for the participants’
organizations were sourced from the Stock Exchange of Thailand (www.set.or.th/en/
index.html), which has had sufficient liquidity and efficiency in previous years, and thus
stock prices used in this research can be considered as efficiently or reasonably priced
(www.set.or.th/en/market/market_statistics.html#tannual). In addition, log values of
number of employees as of the end of the fiscal year 2010 were used as an index of the
size of the organization.

Results

Of the 380 questionnaires sent to top managers, 43 were completed and returned.
Table 3 shows the demographic data of the participants. The majority of respondents
were male (79.5%). Most of the participants were aged between 41 and 60 years old
and had gained a master’s degree.

Table 4 shows the number of participants by industry sector. Overall the return
rate was 11.3%, while return rates of the industry types were 7.1% for service, 10.3%
for consumer products, 11.0% for property and construction, 12.5% for agriculture
and food products, 18.5% for resources, and 13.6% for industrial products. The
proportional returns of each industry type were essentially in the same, approximately
10%, thus the respondents can be said to represent samples of all the industries. Of
the 43 respondents, 23 were engaged in B2B businesses, 15 in B2C businesses, and 5
were engaged in both B2B and B2C businesses as shown in Table 5.

Correlations between affectiveness and management performance
A series of correlation analyses was conducted to investigate the correlation between
the affectiveness scores and management performance of the organizations. Although
the number of samples in this study is rather limited, it is still possible to argue the
relationships between affectiveness scores and performance indices when significant
correlations are available. Thus, correlation analysis was adopted in this study.

Table 6 shows the Pearson’s correlation coefficients between affectiveness scores
(affectiveness winning scores, average scores, and stakeholders sub-scores), ROA, and
ROE. Table 6 shows that there were no significant correlations between overall winning
score or average score and financial performances (ROA and ROE). However, employee
sub-score was moderately correlated with ROA (r = 0.30, p < 0.10). This result means
that companies with high employee sub-scores tended to have high ROA. Thus, these
findings suggest that organizations that care about employees’ affect are more likely
to yield stronger financial performances.
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Table 3. Demographic data of respondents

Number of responses ° Percentage

Male 31 79.5

Gender Female 8 20.5

Total 39 100.0

<40 years old 7 20.0

41-50 years old 13 33.3

Age 51-60 years old 14 35.9
> 60 years old 5 12.8

Total 39 100.0

Bachelor’s degree 11 28.2

Education Master’s degree 25 64.1
Doctor’s degree 3 7.7

Total 39 100.0

Note. ? The total number in each subcategory may not equal 43 because of missing data.

Table 4. Respondent population by industry sector and response rates for
questionnaires

Types of industry Sent (n, (%)) Returned (n, (%))
Service 84 (22.1) 6 (14.0)
Consumer products 39(10.3) 4(9.3)
Property and construction 109 (28.7) 12 (27.9)
Agro and food products 40 (10.5) 5(11.6)
Resource 27 (7.1) 5(11.6)
Industrial products 81(21.3) 11 (25.6)
Total 380 (100.0) 43 (100.0)

Table 5. Organization data according to each respondent

Industry Respondent Sector Business No. of Company
type Employees age

R1 Transportation & logistics B2B, B2C 4570 7

° R2 Transportation & logistics B2B 296 15

‘;’ R3 Health care services B2C N/A 20

§ R4 Tourism and leisure B2C 11307 21

R5 Tourism and leisure B2B 73 6

R6 Media and publishing B2B 1402 7

S o R7 Fashion B2C 487 34

ES R8 Fashion B28B 11312 23

g g_ R9 Personal and pharmaceutical products B2B 1680 23

© R10 Personal and pharmaceutical products B2B, B2C 1539 5

R11 Property development B2C N/A 5

T < R12 Property development B2C 2823 16

B R13 Property development B2C N/A 21

T2 R14 Property development B2B 1089 7

g' § R15 Property development B2C 142 2

o © R16 Property development B2C 486 18

R17 Property development B2B 188 9
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Industry Respondent Sector Business No. of Company
type Employees age
° c R18 Property development B2B N/A 6
E'% R19 Property development B2B N/A 2
‘5 g R20 Property development B2B N/A 2
§' é R21 Construction materials B2C 2471 19
a © R22 Construction materials B2B, B2C 30820 36
3 R23 Food and beverage B2C 65206 24
238 R24 Food and beverage B2C 18036 23
g -§ R25 Food and beverage B2C 878 3
o5 R26 Food and beverage B2C 3195 33
< R27  Agribusiness B28 419 17
R28 Energy and utilities B2B, B2C 994 17
g R29  Energyand utilities B2C 148 14
3 R30  Energyand utilities B2C 441 16
g R31 Energy and utilities B2B N/A 2
R32 Energy and utilities B2B 5199 16
R33 Steel B2B 594 20
R34 Steel B2B 260 6
- R35 Steel B2B N/A 16
é R36 Industrial material and machinery B2B 578 19
g_ R37 Industrial material and machinery B2B 1822 7
= R38 Industrial material and machinery B2B N/A 16
= R39 Petrochemical and chemical products B2B 93 6
'§ R40 Petrochemical and chemical products B2B, B2C 202 16
- R41 Petrochemical and chemical products B2B 1030 27
R42 Automotive B2B 830 6
R43 Packaging B2B 821 34

Table 6. Pearson’s correlation coefficients between affectiveness scores and
management performance (ROA and ROE)

Affectiveness score Sub-score
Winning Average Employee Customer o mL?r::::\ity Society
ROA r 0.14 0.12 0.30+ 0.04 0.06 0.06
n 40 40 40 39 39 39
ROE r 0.14 0.05 0.12 -0.35 0.08 0.14
n 38 38 38 37 37 37

Note. + p < 0.10.

Table 7 shows Pearson’s correlation coefficients between affectiveness scores and
PER, PBR, and net profit margin. In Table 7, both winning score and average score were
moderately correlated with PER (winning score: r = 0.32, p < 0.10; average score: r =
0.31, p < 0.10) and PBR (winning score: r = 0.30, p < 0.10; average score: r = 0.31, p <
0.10), while they were not correlated with net profit margin.

The employee sub-score was moderately correlated with PBR (r = 0.29, p < 0.10)
and net profit margin (r = 0.28, p < 0.10). This finding means that the companies with
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high employee sub-scores tended to have higher PBR and net profit margins. Thus,
this result suggests that organizations that take employees’ affects into account
yield better financial performances. This result partially proves the third hypothesis that if
affective management focuses on employees’ affects, then ROA, PBR, and the net profit
margin of the organization will improve.

The customer sub-score was significantly correlated with PER (r = 0.36, p < 0.05) and
PBR (r = 0.38, p < 0.05). This result shows that companies with high customer sub-scores
had higher PER and PBR. This result indicates that organizations that highly value customers’
affects yield better performances, and thus supports, in part, the first hypothesis that
affective management that prioritizes customers’ affects will increase PER and PBR.

The society sub-score was significantly correlated with PBR (r = 0.35, p < 0.05). This
result implies that management that cares about the affect on society results in high PBR,
and thus partially supporting the fifth hypothesis. However, there was no support for the
fourth hypothesis.

Finally, Table 8 shows the correlations between the affective scores and the size of the
organizations. The size of the organization was significantly correlated with the affectiveness
scores: winning score (r = 0.40, p < 0.05), average score (r = 0.42, p < 0.01), customer sub-
score (r=0.46, p <0.01), local community score (r=0.40, p < 0.05), and society score (r=0.39,
p < 0.05). This finding implies that larger organizations tend to recognize the importance of
affective management and/or actually take into account stakeholders’ affects when they
made management decisions. This result supports the sixth hypothesis.

Table 7. Pearson’s correlation coefficients between affectiveness scores and
management performance indices related to investors’ perspective (PER, PBR, net
profit margin)

Affectiveness score Sub score
Winning Average Employee  Customer comL(r::SrI\ity Society

PER r 0.32* 0.31* 0.11 0.36" 0.07 0.22
n 32 33 32 31 31 31

PBR r 0.30* 0.31* 0.29* 0.38" 0.20 0.35
n 36 36 36 35 35 35

Net r 0.11 0.16 0.28* 0.01 0.05 0.10
profit n 40 40 40 39 39 39

Note. + p < 0.10, * p < 0.05.

Table 8. Pearson’s correlation coefficients between affectiveness scores and size of the
organization

Affectiveness score Sub-score
- Local .
Winning Average Employee Customer community Society
Size r 0.40° 0.42" 0.20 0.46" 0.40° 0.39°
34 34 34 33 33 22

Note. * p < 0.05.
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Difference between B2B and B2C businesses
Organizations that engage in business with consumers (B2C) may be more sensitive
to their influences on customers’ and other stakeholders’ affects than those doing
business with other businesses (B2B). The affectiveness of management may have
a greater impact on stakeholders of B2C than B2B businesses. Thus, the relationship
between affectiveness scores and management performance indices might be
different between B2B and B2C businesses. To investigate these possible differences,
we further divided the responses into B2B and B2C groups and then compared them.

Table 9 summarizes the means and standard deviations of affectiveness scores and
management performance indices by the business categories of B2B and B2C groups,
as well as the results of t-tests between business categories. B2C businesses had
higher affectiveness scores than B2B businesses: winning score (t = —2.04, p < 0.05),
average score (t =—-2.01, p < 0.10), local community sub-score (t = —2.55, p < 0.05), and
society sub-score (t =—2.79, p < 0.01). Furthermore, B2C businesses also showed higher
management performance with ROA (t = —1.75, p < 0.10) and significantly higher net
profit margin (t =—2.28, p < 0.05) than B2B businesses.

Table 9. Means, standard deviations, and t-test results of affectiveness scores and
management performance indices by B2B and B2C businesses

budness " m s t
Winning B2B 23 0.90 0.54 -2.04°
Affectiveness B2C 15 1.30 0.67
scores Average B2B 23 69.80 9.25 -2.01"
B2C 15 77.11 13.24
Employee B2B 23 67.70 8.71 -1.18
B2C 15 71.68 12.16
Customer B2B 23 74.23 10.40 -0.88
Sub-scores B2C 15 77.80 14.81
Local community B2B 23 54.90 19.14 -2.55"
B2C 15 70.83 18.42
Society B2B 23 57.40 14.60 -2.79"
B2C 15 72.75 19.44
ROA B2B 20 8.09 10.59 -1.75*
B2C 15 14.45 10.72
ROE B2B 18 6.65 25.35 -1.43
B2C 15 16.74 11.38
Performance PER B2B 14 15.70 9.82 -0.23
indices B2C 14 16.88 17.27
PBR B2B 17 1.62 0.79 -1.36
B2C 15 2.44 2.32
Net profit B2B 20 -2.09 27.25 -2.28"
B2C 15 14.89 10.81

Note. + p <0.10, * p < 0.05, **p < 0.01.

Journal of Entrepreneurship, Management and Innovation (JEMI), Volume 8, Issue 2, 2012: 5-25



18 /[ Waratta Authayarat, Hiroyuki Umemuro

Tables 10 and 11 show the results of a correlation analysis between affectiveness
scores and financial performance indices by business categories (B2B and B2C). Table 10
shows correlations between overall affectiveness scores (winning and average scores)
and performance indices, while Table 11 shows correlations between stakeholder sub-
scores and performance indices.

In Table 10, though not statistically significant, B2C responses showed some
positive correlations between affectiveness scores and PER and PBR, while B2C
responses did not. This issue is addressed later in the discussion section.

In Table 11, B2C responses showed a moderate positive correlation between
employee sub-score and PER (r = 0.47, p < 0.10). In addition, although not statistically
significant, B2C responses showed some positive correlations between customer
sub-score and management performance indices (PER and PBR). This point will be
addressed further in the discussion section.

Table 10. Pearson’s correlation coefficients between affectiveness scores (winning
score and average score) and management performance indices
Affectiveness score

Winning score Average score

B2B B2C B2B B2C
r 0.14 0.01 -0.01 -0.07

ROA n 20 15 20 15
r 0.21 -0.13 0.01 -0.24

ROE n 18 15 18 15
PER r —-0.05 0.40 0.14 0.36

n 14 14 14 14

r 0.23 0.37 0.19 0.27

PER n 17 15 17 15
Net r -0.01 -0.18 0.01 -0.08

profit n 20 15 20 15

Table 11. Pearson’s correlation coefficients between stakeholder sub-scores and
management performance indices

Sub-score
Employee Customer Local community Society

B2B B2C B2B B2C B2B B2C B2B B2C

ROA r 0.28 0.07 -0.19 0.01 -0.07 -0.09 -0.09 -0.14
n 20 15 20 15 20 15 20 15

ROE r 0.08 -0.13 -0.20 -0.18 0.02 -0.18 0.21 -0.23
n 18 15 18 15 18 15 18 15

PER r 0.20 0.47+ 0.22 0.36 -0.02 0.13 0.11 0.17
n 14 14 14 14 14 14 14 14

PBR r 0.22 0.26 0.04 0.38 0.13 0.14 0.22 0.25
n 17 15 17 15 17 15 17 15

Net r 0.33 0.01 -0.16 -0.08 -0.19 -0.06 -0.18 -0.13
profit n 20 15 20 15 20 15 20 15

Note. + p < 0.10.
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Discussion

This study investigated the relationship between the affectiveness of management
and the management performance of organizations. The overall results suggest
that if the top management of an organization considers the affective experiences
of stakeholders (such as customers, employees, local community and society), then
the performance of the organization appears to be better. These results support
the underlying purpose of this study, i.e., to study the importance of the concept of
affectiveness in management.

Scores that represented the overall affectiveness of the organization, i.e., winning
score and average score, did not show statistically significant correlations with earnings
indices such as ROA and ROE (Table 6), but these scores were significantly correlated
with PER and PBR (Table 7). This finding implies that while the affective management
concept might not have an instant impact on earnings, organizations that practice
affective management are more likely to be appreciated by investors in the market. It
might also be possible for a linkage between practices of affective management and
performance to develop over the long term, and thus the relationship between them
should be studied on the basis of a time series considering possible time delays.

It is also noteworthy that affectiveness scores (except for the employee sub-score)
showed significant correlations with the size of organizations (Table 8). The larger the
organization is, the more likely it is that its management recognizes the importance
of considering the affective experiences of stakeholders and/or actually practices
affective management. One possible reason for this could be that larger organizations
often have more stakeholders than smaller ones, and thus they are required to
take into consideration the influences of management decisions on stakeholders’
affective experiences. Another possible reason might be that the larger organizations
have a greater capacity than smaller ones to take account of stakeholders’ affects in
management decisions.

Customers
In terms of affectiveness scores by stakeholder categories, the positive correlations
between customer sub-scores and management performance were intuitive. The
results for PER and PBR showed statistically significant correlations (Table 7) while
those for ROA and ROE did not (Table 6), suggesting that taking care of customers’
affective experiences might have a greater direct influence on market appreciation
than on instant profitability.

It is also understandable, although not statistically significant, that B2C businesses
had higher correlations between financial performances (PER and PBR) and customer
sub-scores than B2B businesses (Table 11). One possible explanation for the non-
significant correlations could be the small number of organizations in this study.
However, Table 9 illustrates that while both B2C and B2B businesses have their highest
stakeholder sub-scores in the customer category, the B2C businesses showed a higher
average customer sub-score than the B2B businesses. This result suggests that top
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managers of B2C businesses are paying more attention and making efforts to take
customers’ affects into their management decision-making.

Employees

Employee sub-scores were also found to have moderate positive correlations with
ROA, PBR, and net profit margin. Research has already shown that employees’
positive affective experiences in the workplace lead to the development of positive
behaviors such as action and cognition (Fredickson, 2003), work engagement (Stairs
and Galpin, 2010), motivation (Fisher, 2010), increased productivity (Fredickson,
2003), and willingness to work overtime (Truss et al., 2006). Employees’ positive
experiences are known to lead to better financial performance for the organization,
improve the discretionary efforts of employees (Corporate Leadership Council, 2004),
raise target sales goals (Wellings, Bernthal, and Phelps, 2005), and drive more profit
(Harter et al., 2002, 2010) and better earnings per share (ISR, 2006). In addition,
employees’ positive attitudes towards the workplace are known to lead to improved
organizational performance (Fulmer, Gerhart, and Scott, 2003; Ballou, Godwin, and
Shortridge, 2003). While there are a number approaches for organizations to improve
the positive experiences of employees, including bottom-up approaches and making
it the responsibility of middle managers, this study has emphasized the importance of
the commitment of top managers to the affects of employees. The results show that
the greater the extent that top management takes into account employees’ affective
experiences in their management decision-making, the better the performance of the
organization.

Local community and society
In this study, using samples from Thailand, the local community sub-scores showed
no significant correlations with performance indices, while society sub-scores
showed overall positive correlations. It might be possible that the top managers who
participated in this study did not pay much attention to the affective experiences of
the local community. This finding is also suggested by the results that showed that the
local community sub-scores were the lowest amongst stakeholder sub-scores, for both
B2B and B2C businesses (Table 9). It might be expected that top management would
care less about their local community than society in general because, for example, of
their small population when compared with the entire country. The limited impact of
the local community, in turn, may result in relatively small or delayed impacts on the
management performance of the organizations, for example in terms of profitability
or market valuations—valuations by local community populations may be dominated
by those of the larger society, if these are indeed different.

Another possibility is the cultural background. The respondents in this study
were all from Thailand. It might be possible that awareness among top management
of the importance of considering stakeholders’ affective experiences, especially
of those other than customers and employees, has not yet matured in this country.
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Evidence from European companies shows a positive relationship between financial
performance and supporting local community activities (Bird et al., 2007). To address
this cultural difference, international comparative studies with broader samples
should be pursued in future research. It might also be interesting to investigate how
the attitudes of the respondents in this study may change in the future.

Commitment to society has positive influences on financial performance (Branco
and Rodrigues, 2006; McWilliam and Siegel, 2000). Branco and Rodrigues (2006) showed
that CSR activities bring sustainability to the financial performances of organizations.
While the results of this study accord with previous studies, this study also emphasized
the importance that top managers themselves should be aware and actually commit to
the affective experiences of society to improve organizational performance.

Conclusion

This study represented preliminary results regarding the relationship between
awareness and practice of affective management and management performance of
organizations. The overall results showed that affectiveness indices were positively
correlated with performance indices, suggesting that those affectiveness indices
could be good predictors of organizational performance. The results also suggest that
the further promotion of the affective management concept might lead to a better
appreciation by stakeholders and the market, and thus result in better management
performance, i.e., growth, profitability, and the sustainability of organizations.

The limitations of this study include the following issues. First, the sample
organizations are only from Thailand. Although it seems logical that a study from other
cultures would reveal a similar pattern to this study, to uncover possible differences
across cultures, international comparative studies with samples from a range of
countries should be pursued because top management from different countries may
behave differently.

Second, the performance indices employed in this study were only from one fiscal
year (2010). To eliminate any possible economic anomalies in a particular year, and
to analyze the long-term relations between affectiveness indices and management
performance as discussed, management indices and financial data from more than one
year should be used for analysis.

Third, the stakeholders in this study were limited to customers, employees,
local communities, and society in general. Other categories of stakeholders, such as
shareholders or business partners, may impact on organizational performance through
their affective experiences. The analysis of these categories should also be included in
future studies.

Fourth, as the personality of individuals relates with actions, desires, feelings, and
thoughts, it is expected that the affectivity personality of top managements might
result in difference in their effectiveness and attitude towards affective management.
Thus, the differences in the affectivity personality of top management might be further
studied in relation to their affective management practices and performances.
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Finally, although this study showed evidence of correlations between affective
indices and management performance indices, the mechanisms that connect them are
not yet clear. Possible causal relationships should be further explored and validated
with greater numbers of respondents in future studies.
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Abstract (in Polish)

Zarzgdzanie afektywne (ang. affective management) jest nowgq koncepcjq zarzqdzania
zgodhnie z ktorq procesy decyzyjne menedzerdw powinny brac pod uwage doswiadczenia
emocjonalne zainteresowanych stron. Aby wykazac, ze ta koncepcja moze miec pozytywny
wplyw na funkcjonowanie organizacji, autorzy pracy podejmujg badanie relacji
zachodzqcej pomiedzy afektywnosciq kierownictwa firmy i wskaZnikami funkcjonowania
organizacji. Autorzy proponujg ankiete, opartg o Karte Afektywnego Zarzqdzania,
dla zbadania postrzegania waznosci afektywnego zarzqdzania i stosowanych praktyk
afektywnego zarzqdzania wsréd menedzerdéw. Badanie zostafo przeprowadzone na probie
43 cztonkow Scistego kierownictwa firm w Tajlandii. Rezultaty analizy korelacji pomiedzy
wskaznikami afektywnego zarzqdzania i kluczowymi wskaznikami rentownosci firmy
wskazujg na istnienie pozytywnego zwigzeku pomiedzy praktykowaniem zarzqdzania
afektywnego i rezultatami firm w zakresie ich rentownosci oraz ich wartosci rynkowe.
Stowa kluczowe: zarzadzanie afektywne, interesariusze, zarzqdzanie, wpfyw, emocje,
uczucia.
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