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In this study, we examine the outcomes of good corporate governance underlying combination of
stewardship and stakeholder theories. We develop a model that links good corporate governance, trust
in top management, turnover intention, and organizational citizenship behaviors (OCBs). Good
corporate governance was considered as antecedent and turnover intention and OCBs were considered
as distal outcomes. Trust in top management was treated as a mediator in the model. We use a data set
consisting of 303 and 156 branch managers collected in life assurance and banking business in
Thailand to test the hypothesis. Results of our LISREL analyses support the proposed model. Good
corporate governance was found to affect branch managers’ trust in top management, which in turn
affects the turnover intention and OCBs. These findings have practical implication for the corporate
management in Thai life assurance and banking business.
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INTRODUCTION

As a result of the bankruptcies of large U.S. firm such as
Enron Corporation and WorldCom, good corporate
governance became a dominant issue in the international
business world nowadays. Generally, the main ideas of
good governance focus on the mechanisms that an
organization used in order to maximize the return to
stakeholders. However, there are different foci according to
the variety of theoretical backgrounds. Underlying the
assumption of economic approach, typified by agency
theory, organizations are concerned with the structures
having sufficient incentives and sanctions, and monitor and
control work performance of agents, because economists
assume that humans are self-interested and prone to
opportunities  (Eisenhardt, 1989). In contrast, the
sociological and psychological approaches, typified by
stewardship theory, focus on structures that facilitate and
empower since belief that agents are stewards whose
motives are aligned with the objectives of many parties
(Davis et al., 1997a; vargas Sanchez, 2004). Whereas,
stakeholder theorists focus on the contracts (relationship)
between the firm and its stakeholders and posit that trusting

and cooperative relationship help solve problems related to
opportunism (Jones, 1995). Several management scholars
viewed stewardship (Caldwell and Karri, 2005; Davis et al.,
1997a) and stakeholder theories (Donaldson and Preston,
1995; Jones, 1995) as approaches that offer a system of
corporate governance that is ethically consistent with the
need of organization in today’s environment.

According to Child and Rodrigues (2004), the governance
mechanisms of organization operate through a double
agency relationship: 1) the relationship between owners and
corporate  management and 2) between corporate
management and the employees of a firm, including middle
managers, who execute plans and policies. Both agent
relationships effectiveness are essential for achieving an
organization’s objectives. Nevertheless, the second
relationship has been largely ignored in discussion of
corporate governance. Consistently, our review found that
most existing good corporate governance tends to focus
on the relationship between shareholders/owners and
corporate  management based on agency theory. In
management literatures, we found that stewardship



(Caldwell and Karri, 2005) and stakeholder theories (Jones,
1995) are proposed for design of good governance
mechanisms in order to improve the relational contract
between corporate management and employees of a firm. It
is expected that the mechanisms will repair and increase
trust within organization, which might lead to distal
outcomes such as improved employees’ intrinsic motivation
and work performances. These outcomes can reduce the
costs aimed at monitoring and controlling agents’
opportunistic behaviors (Davis et al., 1997a). However, only
few empirical studies have examined the link between good
corporate governance, employees’ trust, and job-related
outcomes.

As Abdullah and Valentine (2009) and Jones (1995)
suggested, good corporate governance cannot be effec-
tively explained by single theory but it is best to combine a
variation of theories. When considering the stewardship
and stakeholder theories, the characterization of
principal-steward relationship has been criticized as
unrealistic, naive, and dysfunctional (Davis et al., 1997b).
Similarly, the relational contract between employees and
corporate management under stakeholder theory was
viewed as inconsistent with the existence of practical
management in a current business organization (McCall,
2002). Most organization does not empower employees
to do things and do not treat employees as stakeholder,
equally with others (Caldwell et al., 2006). Thereby, in
this study, we combine the stewardship and stakeholder
theories so as to develop and test a conceptual model for
understanding the effect of good corporate governance
on trust in top management, and job-related outcomes
including organizational citizenship behaviors and
turnover intention. Hence, this study contributes to the
existing literatures by being among the first to attempt
hypothesizing and testing the links between good
corporate governance and trust of internal stakeholder
based on second type of agency relationship and human
resource management perspective. Research on this
area is still ignored, particularly in Asia Pacific region. We
test the hypothesized model by using the moderate
cross-validation technique for model validity extension
based on branch manager samples in life assurance and
banking business. This is because good corporate
governance seems to be an important factor for building
good image and sustainable banking and assurance
businesses which operate based on stakeholders’
confidence and risks.

LITERATURE REVIEW
Good corporate governance
Theoretical background and definition

Good corporate governance is defined differently according
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to the variety of theoretical backgrounds used by resear-
chers. Most scholars in Anglo-American countries tend to
define good corporate governance underlying the
assumption of agency theory, with an economic approach.
Agency theory identifies managers as the agents of
shareholder (principles) that can engage in self-serving
behaviors, which leads to non-maximizing the return to the
shareholders (Jensen and Meckling, 1976). In order to mini-
mize managerial opportunism (principle-agent problems),
shareholders may use a corporate governance mechanism,
including monitoring and providing sufficient sanctions and
incentives to encourage and ensure that the agents will
perform a work, considering the owner’s rights as the
highest priority (Fama and Jensen, 1983). However, some
scholars suggest that stewardship and stakeholder theories
are likely to ethically fit the actual situation in an organization
better than the agency theory (Caldwell and Karri, 2005;
vargas Sanchez, 2004). While agency theory identify
managers as agents who are untrustworthy and emphasize
on structures that monitor and control, based on economic
exchange, stewardship theory treat managers as stewards
who are trustworthy and emphasize on structures that
facilitate and empower based on social exchange,
sociological and psychological approach (vargas
Sanchez, 2004). Hence, the managerial philosophy of
this theory is based on involvement and trust and the
culture is grounded on collectivism (prefer long-term
relationship among organizational members) and low
power distance (more consultation in decision-making)
(Davis et al., 1997a). In the stakeholder theory, managers
are treated as significant stakeholder like others (Aoki,
1984). It focuses on the contracts (relationships) between
the firm and its stakeholders and posits that trusting and
cooperative relationships will help solve problems related
to opportunism (Jones, 1995). To building the trust,
stakeholder theorists concentrate on managerial
decision-making process to ensure that interests of all
stakeholders are protected and maximized (Donaldson
and Preston, 1995).

According to Meisel (2004), establishing the good
corporate governance in the developing countries should
keep on improving the quality of information and good
communication between corporate management and its
stakeholders. This is consistent with the managerial philo-
sophy of stewardship (Davis et al., 1997a) and stakeholder
theories (Donaldson and Preston, 1995) that emphasize
the importance of social contracts between corporate
management and its stakeholders through participation in
the decision making process. In Thailand, Jinarat and
Quang (2003) have proposed four components of good
corporate governance that consist of participation, rule of
law, transparency, and accountability. The first component,
participation, refers to the involvement of stakeholders (for
example, shareholder, employees, and managers) in the
process of decision-making. The rule of law refers to the
decisions taken by management following the industry
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norms and legal system. Transparency refers to freely
available and directly accessible information of the
decisions taken by top management. Lastly, accountability
which refers to responsibility of top management in taking
decisions based on its risk and costs, includes the review of
such decisions by assigned authority and its communication
to the stakeholders. In sum, main idea of good corporate
governance in this perspective is the monitoring decision-
making process to acquire and protect all stakeholders’
interest that will lead to sustainable development of
organization.

In an economic environment nowadays, effective
corporate governance cannot be designed based on one
theory. Stewardship theorists assume that managers who
are stewards are most effective when corporate gover-
nance structures give them high authority and discretion
(Jones, 1995). However, Caldwell and Karri (2005)
viewed that under agency theory assumptions, this
approach is likely to be dysfunctional, possibly unrealistic,
and naive. In the same manner, under stakeholder
model, although employees are called stakeholders, in
practice, employees are not equally treated as stake-
holders (Lea, 2004). Corporate management does not
always honor employees’ interests within the stakeholder
decision-making process (McCall, 2002). The afore
arguments imply that there are some pragmatic contra-
dictions between values claimed and actual practices,
which may lead to the problem with the application of
theory. In order to solve this problem, we propose
combined strengths of the two approaches in a unified
framework. Based on combination of stewardship and
stakeholder theories, we propose that corporate
management should treat employees/middle managers
as partners-associates and involve them in decision-
making process based on honor, fairness, and open
communication. We expect that this form of corporate
governance will lead to relational contracts and
eventually lead to trust in top management.

Based on the theoretical background, this study defined
good corporate governance as the mechanism that monitor
and manage the decision-making process of an
organization in order to create and keep a good long-term
relationship with its stakeholders and achieve best interests
of all stakeholders. In addition, we measure good
governance according to four components including
participation, rule of law, transparency, and accountability
which are defined as presented in the earlier.

The consequence of good corporate governance
Trust in top management
The concept of trust that is widely referenced within the

organizational literature is Rotters’ (1967) definition.
Rotter defined trust as an expectancy held by an

individual or a group that word, promise, verbal or written
statement of another individual or group can be relied
upon. Underlying this definition, to be trustworthy, trustee
must follow through and keep their word and/or promise.
Several authors (Carnevale and Wechsler, 1992; Matthai,
1989; Nyhan, 1999) extend the definition of Rotter by
defining trust as a feeling of confidence and expectation
that the person or organization will continue to act in an
ethical, fair, and non-threatening way. According to Burke
et al. (2007), the key three components of trust are 1) a
willingness to be vulnerable, 2) the positive expectations
that interests will be protected and promoted when moni-
toring is not possible, and 3) the assessment of others,
intention, sincerity, motivations, character, reliability, and
integrity. In the corporate governance literature, trust in
government refers to the belief that government will not
became autocratic or allow people to be arrested unjustly
(Bouckaert and van de Walle, 2003). By this definition,
trust reflects the stakeholders’ expectation that policy will
correspond to theirs wishes. In all of these definitions, the
present study define trust in top management as branch
managers’ confidence and expectation in the intention
and actions of a top management that will always act in
an ethical, fair, and non-threatening manners. Based on
this definition, trust in top management is predicted on
personal experiences with senior authority.

Management theories have been explained that the
level of trust in corporate governance is determined by
the performance of governance systems (Bouckaert and
van de Walle, 2003). Child and Rodrigues (2003) have
advocated a basis of corporate governance for
strengthening trust within organizations including open
communication, decision-making participation, and
transparency. Child and Rodrigue (2004) also argued that
when corporate management move toward a good
control systems which operate with greater transparency
of communication and information, more open monitoring
and reporting of concern, the employees’ trust will be
promoted because the good corporate governance
practices will help develop the good social relationship
between the employees (middle managers) and theirs top
management. It also helps to avoid breaches of trust
stemming from the feeling of unfair and even unlawful.
Under stewardship theory, Caldwell and Karri (2005)
argued that managers’ trust could be boosted up through
the relational contract, which can be developed by
organization that treat managers as partners and create
conditions of empowerment to managers. Similarly, the
stakeholder theory proposes that the process of
balancing the legitimate interests of all stakeholders
when making decision can create trust of stakeholders
(Caldwell et al., 2006). These arguments are supported
by previous empirical researches. Open communication
(Ruppel and Harrington, 2000; Tzafrir et al., 2003) and
participative decision-making, autonomy, and feedback
(McCauley and Kuhnert, 1992) can account for significant



trust variance (that is, trust in organization). Based on
these theoretical arguments and empirical evidences, we
expect that implementing good governance of organiza-
tions would lead to a significant increase in trust in top
management of branch managers. Thus, we
hypothesized that:

H;: Good corporate governance positively affects trust in
top management.

Turnover intention

Turnover is part of the withdrawal behavior which contri-
butes to organizational effectiveness, especially when a
valuable staff elects to leave the organization (Pierce et al.,
2002). This is because organization must incur expenses -
both money and time - for hiring and training new staff and
this is no guarantee that the new staff will perform as well as
those they are replacing. Several empirical researches
reveal that valuable staff turnover (for example, managers
and chief executive officer) negatively affects firm perfor-
mance (Kang and Shirdasan, 1995; Lausten, 2000; Avizian
et al., 2005). Therefore, many researches focus on the
causes and prevention of this kind of turnover. However, it
has enough difficulty in obtaining the actual turnover data.
As a result, most researchers measure the turnover in terms
of turnover intention rather than actual turnover. The past
research has been shown that turnover intention is the best
predictor of actual turnover (Griffeth et al., 2000). Therefore,
in this study, turnover intention is treated as dependent
variables. It is defined as an individual's own estimated
probability that they are permanently leaving the organi-
zation at some point in the near future (Vandenbug and
Nelson, 1999).

Bauckaert and van de Walle (2003) proposed that
failing performance of a corporate body negatively affects
trust in corporate governance, which in turn, leads to a
number of reactions, including increased possibilities for
exit and decreased organizational loyalty. Likewise, Child
and Rodrigues (2003) stated that when a corporate ma-
nagement gains the reputation of being an untrustworthy
or unfair employer, they are likely to face difficulties in
attracting the best quality employees and in persuading
them to invest in firm-specific human capital. As steward-
ship theory stresses involvement rather than control,
long-term relationship rather than short-term, trust rather
than monitoring, intrinsic motivation rather than extrinsic
motivation (Davis et al., 1997a), it is likely that the good
corporate governance may reduce employees’ intention
to leave the organization through trust.

Furthermore, previous study report that an employee’s
trust in senior management highly and negatively affects
their desire and intention to leave the organization
(Costigan et al., 1998; McKnight et al., 2009; Wong et al.,
2003). Hence, we hypothesize that:
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H.: Trust in top management negatively affects turnover
intention.

Hs: Trust in top management mediated the effect of good
corporate governance on turnover intention.

Organizational citizenship behaviors (OCBSs)

In general, both management academics and practitioner
have accepted that all positive in-role and especially extra-
role behaviors or citizenship behavior of staffs contribute to
organizational effectiveness (Organ and Moorman, 1993;
Cropanzano et al., 2003). These beliefs are confirmed by
many past researchers (Karambayya, 1990; Podsakoff and
Mackenzie, 1997; Byrne, 2005).

The concept of OCBs is first proposed by Organ and
his colleagues (Bateman and Organ, 1983). Organ (1988)
defined OCBs as the discretionary behavior, not directly
or explicitly recognized by the formal reward system, and
that in the aggregate, promotes the effective functioning
of the organization. This original definition of OCBs is
refined further by Organ and other researchers; this leads
to a lack of consensus about the dimensionality of this
construct in the literature (Padsakoff et al., 2000).
However, early researchers defined OCBs as both extra-
role and organizationally functional, which separate them
from in-role job performance. From this perspective of the
defining OCBs, Graham (1991) argued that it puts
researchers in the awkward position of determining what
in-role is and what extra-role is, an inconstant distinction
that varies across person, jobs, and organizations. There-
fore, Graham (1991) and van Dyne et al. (1994) pro-
posed and tested a conceptualization of organizational
citizenship behavior based on an application of political
philosophy to organizational settings, to minimize this
trouble. Their conceptualization of OCBs includes tradi-
tional in-role job performance, organizationally functional
extra-role behaviors, and political behaviors. The
dimension of OCBs that is developed based on political
philosophy consists of three dimensions.

First, obedience refers to respect for rules and instruc-
tions, punctuality in attendance and task completion, and
stewardship of organizational resources. Second,
organizational loyalty refers to identification with and
allegiance to an organization, demonstrated by defending
the organization against threats, conducing to its good
reputation, and cooperating with others to serve the
interest of the whole.

Finally, organization participant is defined as interest in
organizational affairs, full and responsible involvement in
organizational governance, demonstrated by attending no
required meeting, and obtaining informed opinions and
new ideas with others (van Dyne et al., 1994). In this
study, we measured OCBs based on these dimensions.

Underlying stakeholder theory, Jones (1996) claimed
that trusting and cooperative relationship among top
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Figure 1. Measurement and structural model with standardized coefficient of final model.

management and agents will help solve problems related
to the agents’ opportunistic behaviors. Consistently,
Davis et al. (1997) suggest that the form of corporate
governance that focused on partnership and empower-
ment will lead to increased agents’ trust, which will in turn
contribute to intrinsic motivation and pro-organizational
behaviors of the agents (that is, effort to protect and
maximize shareholder wealth). Likewise, Caldwell et al.
(2010) argued based on stewardship theory that the
relinquishing of control and monitoring will make up the
highest level of commitment that in turn leads to em-
ployees’ OCBs. Moreover, previous studies (Huang et al.,
2010; Wong et al., 2006) have shown a positive relation-
ship between employees’ trust in organization and OCBs.
Thus, we expect good corporate governance would lead
to a significant increase in OCBs through trust in top
management.

H,4: Trust in top management positively affects OCBs.
Hs: Trust in top management mediated the effect of good
corporate governance on OCBs.

From the entire hypothesis, in the present study, we
propose the hypothetical model of the causal relationships
between good corporate governance, trust in top
management, turnover intention, and OCBs as shown in
Figure 1.

Model cross-validation: Main forms and alternative
strategies

Cross-validation method is used in this study in order to
achieve the purpose about model replicability of sample
results, and validity extension. According to
Diamantopoulos and Siguaw (2000), the main form of
cross-validation in structural equation modeling includes
model stability, validity extension, model selection, and

validity generalization. Validity extension is procedurally
very similar to model stability. Namely, general procedure
involve the two-samples, the first sample is used as the
calibration sample for develop the model, while the
second sample is used as the validation sample for test
the derived model (Cudeck and Browne, 1983; Browne
and Cudeck. 1989). However, although, the objective of
both forms is to test the single model by using a different
sample, these two forms have a difference of validation
sample. If our analyses focus on the stability of model,
validation sample is drawn form a same population. While
the validity extension of model, validation sample is drawn
form a different population. Moreover, Diamantopoulos and
Siguaw (2000) also note that validity extension makes more
sense after model stability has been established. For the
model selection, validity generalization is used in cases
that have a several competing or alternative models.
Beside the difference of purpose of analysis, these two
forms are also different in the validation sample. Under
model selection, validation sample is drawn from the
same population (Cudeck and Browne, 1983), while validity
generalization and validation sample are drawn from a
different population (Diamantopoulos and Siguaw, 2000).

In the part of cross-validation strategies, there are several
alternative for the cross-validate model on a calibration
sample to a validation sample. The first alternative is
purposed by Cudeck and Browne (1983), and we used the
same model specification in fixing all parameters of the
values estimated from the calibration sample when the
model is fit to the validation sample. This approach refers to
tight cross-validation (Bentler, 1980). The second alternative
is purposed by Bentler (1980), and we might consider fixing
some of the critical parameters (for example, measurement
and/or structural path) at the value estimated from the
calibration sample, while the remaining parameters (for
example, covariance of the exogenous latent variables
and the error variance of endogenous) are set free and
subsequently estimated on the validation sample. Bentler



calls this strategy the moderate cross-validation while
MacCallum et al. (1994) calls it the partial cross-validation
because only a subset of the parameters are being held
fixed across samples. Additionally, we might use the same
model specification as that in the calibration sample but
allow all parameters to be freely estimated on the validation
sample. This final approach is referred to as loose cross-
validation (Bentler, 1980). However, this strategy is not truly
cross-validation since the analysis of validation sample in no
way develops as a result from analysis of calibration
sample (MacCallum et al., 1994). In the present study,
moderate cross-validation strategies are implemented by
using LISREL’s multi-sample analysis, so that the models
can be fitted to several samples simultaneously.

METHODS
Sample

To determine whether the validity of the model will extend to a different
population, the data were collected in two industries: life assurance and
banking business in Thailand. In both industries, branch managers
were chosen as a target population because they are valuable
personnel in an organization. When a branch manager leaves,
organization must incur cost, time, and uncertainty on recruit and
training to replace capable managers. Previous research also
indicates that firm performance was significantly and negatively
related to managers’ turnover (Aivazain et al., 2005).

In the life assurance sector, a total of 500 questionnaires were
mailed, and 303 valid questionnaires were returned for a response rate
of 60%. Fifty four percent of participants were female, and 82.2% had a
college degree. The participants who had experience working in the life
assurance company ranged from 1 to 29 years (Mean = 18.48, sd =
7.66). Whereas in the banking sector, 156 out of 300 branch managers
sample were returned for a response rate of 52%. Sixty six percent
were male and 64.7% had a college degree. The experienced, working
in the bank, ranged from 1 to 34 years (Mean = 19.62, sd = 8.49).

Measures

Response were measured using the same 5-point response scale
ranging from 1 (strongly disagree) to 5 (strongly agree). Each
dimension of latent variables derived from an average of all items score
in that dimension.

Good corporate governance

Corporate governance (CG) was measured with a sixteen-item scale in
four dimensions slightly adapted from the corporate governance
questionnaire developed and validated by Jinarat and Quang (2003).
Sample items gauging accountability (ACC) dimension included “The
top manager making decision based on risk and costs,” and “The
decisions taken by top manager is done by formally committee.”
Sample items gauging transparency (TRA) dimension included “The
information about decisions taken by top manager is available to all
stakeholders,” and “The communication of information about decision
taken by top manager is comprehensive to cover all decisions.” Sample
items gauging participation (PAR) dimension included “Employees and
stakeholders are well informed before top manager take decisions,”
and “Employees and stakeholders’ opinions are sought before top
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manager take decision.” Finally, sample items in rule of law (RUL)
dimension included “Policies and procedures of the company are fair,”
and “Policies and procedures of the company are clearly defined at all
level of organization.”

Trust in top management

Trust in top management was measured with thirteen-item scale
adapted from the trust scale developed by Scott (1980) and trust in
leader scale developed by Podsakoff et al. (1990). In the first stage,
exploratory factor analysis (EFA) is used in order to extract the
dimension of trust in top management. Because there are little prior
empirical evidence as to the structure of trust in top management in
Thai organization context, the results of factor analysis, using Varimax
(orthogonal) rotation show that trust in top management consisted of
two components: affect-based trust (AF) and cognition-based trust
(CO). Affect-based trust refers to the confidence in a top manage-
ment on the basis of feelings generated by the level of care and
concern the top management demonstrates. Sample items (out of 6
items) gauging affect-based trust included “I have a good feeling about
the top management,” and “When top management make decisions
which seem to be against the best interests of the employees.”
Cognition-based trust refers to a confidence or willingness to rely on
a top management’'s competence and reliability. Sample items (out
of 7 items) gauging cognition-based trust included “This company has
excellent top management,” and “When my top management tells me
something, | can rely on what s(he) tells me”.

OCBs

Citizenship behavior was measured with a nine-item scale slightly
revised from van Dyne et al. (1994) research. The citizenship
behavior scale consisted of three dimensions: loyalty, obedience, and
participation. Sample items gauging loyalty (LO) dimension included |
represent my organization favorably to outsiders,” and “I defend my
organization when other employees criticize it.” Sample items gauging
obedience (OB) dimension included “I rarely waste time while at work,”
and “l always come to work on time” and sample items gauging
participant (PA) dimension included “I frequently make creative
suggestions to co-workers,” and “I pursue additional training to improve
my job performance.”

Turnover intention

Turnover intention (TI) was measured with a four-item scale slightly
revised from Konovsky and Cropanzano’s (1991) research. Sample
items gauging turnover intention included “I often think of quitting my
present job,” and “l intend to remain with this company indefinitely.”

RESULTS

Table 1 reports means, standard deviations, reliabilities,
and intercorrelations among indicators (that is, observed
variables) of the latent variables included in the analysis.
Table 1 reveals that all the scales had Cronbach’s alpha
coefficient at or above the 0.70 threshold recommended by
a number of researchers (Kerlinger and Lee, 2000) in both
samples. When considering the correlation coefficients, two
indicators of trust in top management latent construct
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Table 1. Means, standard deviations, correlation matrix, and reliabilities.>>¢

Life assurance manager sample (n=303); bank manager sample (n=156)

Variable 1 2 3 4 5 6 7 8 9 10
Mean 3.78 3.74 3.52 3.98 4.08 3.97 4.15 412 4.04 1.85
Sd 0.67 0.75 0.84 0.80 0.76 0.70 0.85 0.73 0.72 0.87

1. ACC 0.70(0.75) 0.66 0.48 0.64 0.52 0.57 0.48 0.47 0.49 -0.18
2. TRA 0.60 0.82(0.83) 0.61 0.67 0.54 0.61 0.35 0.39 0.48 -0.20
3. PAR 0.49 0.70 0.76(0.77) 0.56 0.39 0.46 0.21 0.25 0.31 -0.10™
4. RUL 0.39 0.61 0.47 0.82(0.91) 0.65 0.65 0.52 0.50 0.51 -0.29
5. AF 0.40 0.54 0.48 0.60 0.92(0.91) 0.77 0.74 0.68 0.64 -0.50
6.CO 0.42 0.48 0.43 0.55 0.83 0.91(0.88) 0.59 0.60 0.62 -0.35
7.LO 0.16™ 0.08™ 0.24 0.27 0.27 0.23 0.87(0.88) 0.78 0.65 -0.49
8. OB 0.30 0.34 0.40 0.40 0.39 0.39 0.61 0.84(0.84) 0.73 -0.45
9. PA 0.24 0.30 0.33 0.35 0.38 041 0.54 0.67 0.78(0.82) -0.35
10. Tl -0.25 -0.34 -0.33 -0.39 -0.57 -0.50 -0.24 -0.36 -0.30 0.83(0.70)
Mean 3.48 3.35 3.32 3.73 3.65 3.52 4.15 4.00 3.99 2.11
sd 0.72 0.81 0.87 0.73 0.70 0.67 0.71 0.67 0.58 0.97

? Reliability are reported along the diagonal; life assurance sample’s reliability put in parentheses; ® Correlation matrix of sample data in life assurance and banking business are in plain style and bold style
respectively; ° All Pearson’s correlation coefficient are significant at 0.01; ns= non-significant.

(AF and CO) significantly correlated with all indictors
of OCBs (LO, OB, and PA) and turnover intention
latent construct (TI). Likewise, all indicators of good
corporate governance latent construct (ACC, TRA,
PAR, and RUL) correlated significantly with all
indicators of trust in top management latent
construct. These significant correlations imply the
link among latent constructs.

In the early analysis, we conducted a multi-sample
analysis (moderate cross-validation) in order to
evaluate the measurement model (the relationships
between the latent construct and theirs indicators)
before analyzing structural equation model. The
results shows that all measurement model including
good corporate governance (4 indicators), trust in
top management (2 indicators), and OCBs (3
indicators) latent construct had a perfect and good
model fitto the data across both samples and all

indicators loading were significant at p< .01. In
addition, assessing the composite reliability value
for each measurement model shows that all
weighted composite factor reliability exceed the
0.60 threshold (ranged from 0.79 to 0.88) and the
average variance extracted (AVE) exceed 0.50
threshold (ranged from 0.56 to 0.78). These provide
validity and reliability evidences in favor of the
indicators used to represent the constructs of
interest (Diamantopoulos and Siguaw, 2000).

Next, the structural part of the model was
evaluated in order to determine whether there are
relationships among latent variables specified at the
conceptualization stage. In this stage, structural
model was tested across life assurance and bank
branch manager samples for model validation.
Partial or moderate cross-validation was
implemented by using LISREL’'s multi-sample

analysis (Bentler, 1980; MacCallum et al., 1994;
Schumacker and Lomax, 2004). Namely, the factor
loading and the path coefficients were the same for
both samples with the error variance different in a
measurement model.

Table 2 displays standardized path coefficients,
global goodness of fit statistics, and R square (R?).
For the initial model (hypothetical model) the global
chi-square statistics was equal to 293.71, with 79
degree of freedom, and a p-value less than 0.001. A
fit index of this model indicates that the initial model
was unacceptable. However, because of the chi-
square statistics is sensitive to sample size. This
makesit highly unlikely to obtain a non-significant
test statistic with large sample sizes (that is, n> 200).
Thereby, researchers proposed assessing the fit of
the model by taking the chi-square/df ratio between
2and 5 (Kelloway, 1998). For the present study,
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Table 2. Standardized path coefficients, global goodness of fit statistics, and R square.

Variable Initial model Final model (reestimated)
Path

Corporate governance-->Trust in top management 0.76** 0.79*
Trust in top management -->OCBs 0.75** 0.74**
Trust in top management -->Turnover intention -0.53* -0.55*
Global goodness of fit statistics

Chi-square/df ratio 3.72 2.88
RMSEA 0.11 0.09
CFI 0.96 0.97
NFI 0.95 0.96
CN 182.19 219.94
R? of Trust in top management 0.58 0.63
R? of Citizenship behaviors 0.57 0.55
R’ of Turnover intention 0.28 0.30

** p< 0.01.

global Chi-square statistic in multi-sample analysis was
calculated based on the sum of two group’s chi-square
value (Schumacker and Lomax, 2004) and degree of
freedom is calculated based on double number of
variance/covariance among the indicator  variables
(Diamantopoulos and Siguaw, 2000). Thus, it is reasonable
to assessing the fit of our initial model by taking chi-
square/df ratio. From Table 2, the chi-square/df ratio was
equal to 3.72, which had a ratio between 2 and 5. The next
fit index, root mean square error of approximation (RMSEA)
is equal to 0.11, which exceeded 0.10, indicate a poor fit of
the model (MacCallum et al., 1996). The normed fit index
(NFI) and comparative fit index (CFI) were equal to 0.95 and
0.96 respectively, which were close to 0.95, reflects a good
fit (Schumacker and Lomax, 2004). Whereas, critical N (CN)
was equal to 182.19, which was below acceptable range of
a model that adequately represents the sample data (CN>
200) (Hoelter, 1983). Based on this set of model fit indices,
we concluded that the hypothesized structural model (initial
model) is reasonable.

However, we considered modifying indices in order to
improve a model's fit. The covariance between the
measurement errors of indicators of latent constructs was
considered. According to Reddy’s (1992) study, the path
coefficient parameters may be overestimated if a positive
correlation in measurement errors is ignored. The overesti-
mation increases with decreasing reliability in measurement.
In addition, the acceptability of a model based on goodness-
of-fit measures also decrease. However, the correlated
measurement errors should be estimated when: 1) there are
clear theoretical or methodological reasons, or 2) it does not
significantly alter the structural parameter estimates (Fornell,
1983). Thus, we decided to specify a measurement errors
correlation between TRA and PAR, AC and LO, LEP and TI
because these measurements share a common methods
bias due to measures using the same scale format (that is,
Likert scales) and scale anchors (that is, strongly disagree

to strongly agree) (Podsakoff et al., 2003) and it does
significantly alter the structural path coefficients. Based on
the global goodness of fit statistics in Table 2 indicate a
relatively good fit of the final model (reestimated) across
both samples of data. The measurement and structural
model with standardized path coefficients and measurement
errors (based on life assurance manager sample data) of
final model was presented in Figure 1.

Figure 1 also shows that good corporate governance
had a significant direct effect on trust in top management.
This pattern of result satisfied the first condition of mediation
(Baron and Kenny, 1986). Trust in top management had a
significant direct effect on OCBs and turnover intention,
thus, met the second condition of mediation. For the third
condition, results show a significant indirect effect of good
corporate governance on OCBs and turnover intention
suggesting that trust in top management partially mediated
which supports Hs; and Hs.

To summarize, the results reported in the upper portion of
Table 2 and Figure 1 show support for all proposed
hypotheses. Specifically, trust in top management partially
mediated the relationships between good corporate
governance, OCBs, and turnover intention. In the part of
direction of relationship, good corporate governance
positively affects trust in top management, which in turn
negatively affects turnover intention and positively affected
on OCBs. The global structural model (reestimated)
accounted for 63, 55, and 30% of the variance in trust in top
management, OCBs, and turnover intention of branch
manager samples, respectively.

DISCUSSION

The present study cross-validate the consequences model
of good corporate governance based on combination of
stewardship and stakeholder theories. The proposed model
postulates that corporate governance that emphasized the
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accountability, transparency, rule of law, and participation
in decision making process will lead to branch managers’
trust in top management, which in turn contribute to
citizenship behavior and less willful to leave the
organization. Our results support replicability in a different
population of proposed model. Therefore, we can be
confident in our final modified model that it works not only
for life assurance business but also for banking business’s
branch manager samples.

When considering the relationships among latent
constructs in structural model. Results show that good
corporate governance positively and directly affected trust in
top management. This indicates that when branch
managers perceived that their top management had a
decision with high accountability, transparency, rule of law,
and participation, they will have a confidence and expec-
tation in the intention and actions of a top management
that will always act in an ethical, fair, and non-threatening
manner. For the fact that the mechanism focuses on the
involvement in the process of decision-making, the accessi-
ble information of the decisions taken and the decision
based on risk and costs reflect the top management's
concern of employees’ value. In addition, the decision that
taken following the industry norm and legal system is
reflects an ethical concern. In this situation, it more likely
that the relational contracts between top management and
branch managers will be developed. Consequently, it leads
to the growing trust in top management. Our findings being
consistent with stewardship and stakeholder theories
proposed that an agents’ trust can be boosted through the
relational contracts, which can be developed by organi-
zations that treat them as partners, creating conditions of
empowerment (Caldwell and Karri, 2005), and emphasize
on the process of balancing the legitimate interests of all
stakeholders when making decision (Caldwell et al.,
2006).

Results show that trust in top management leads to
decrease in branch manager’s turnover intention and
increase in citizenship behaviors (that is, obedience,
loyalty, and participation). We also found that trust in top
management partially mediated the effects of good
corporate governance on turnover intention and OCBs.
This reveals that when branch managers have confidence
and positive expectation with the way of managing and
monitoring organization (through the good components of
decision making process), they are more apt to organi-
zational citizenship and have less intention to leave.
These results may explain that good corporate gover-
nance activities help create the situations that relational
exchange between top management and branch
managers can easily emerge, and lead to an increase in
trust. Based on the social exchange rather than economic
exchange, the emergent trust will encourage branch
managers and motivate them intrinsically to behave in
positive ways. That is, it may increase the OCBs and
consistent with Davis et al. (1997) have argued that the

corporate governance that stresses involvement, long-
term relationship, intrinsic motivation and trust is more
likely to reduce an employees’ intention to leave the
organization. In addition, Caldwell et al. (2010) argued
that when organization treat agent as steward and trustee
by providing empowerment opportunities, agents will
respond to organization with the highest level of
commitment that in turn leads to OCBs.

All our results contribute to existing corporate governance
literature by providing the conceptual framework and em-
pirical evidences by demonstrating how good corporate
governance affects internal stakeholders’ behaviors (that
is, OCBs and turnover intention). Underlying the assump-
tion of stewardship and stakeholder theories, the self-
serving problems can be solved by developing
appropriate relational contracts. However, there is little
empirical evidence that confirms theirs arguments. Our
results revealed that trust in top management partially
mediated the link between good corporate governance,
OCBs and turnover intention. Hence, our finding is
among the first empirical evidence on this relationship,
especially, in Thai business context.

PRACTICAL IMPLICATION

As good corporate governance influences branch
managers’ trust in top management which in turn contri-
butes to their turnover intention and OCBs, it is vital that
corporate management gain insight into the necessary
foundations of good governance for building trust. Our
finding suggested that the participation, accountability,
transparency, and rule of law in decision-making pro-
cesses were the important antecedent of trust. Corporate
management should thus be aware of the presence of
the aforementioned four components when making
decisions. To increase the participation and transparency,
top management should concentrate more on improving
the communication channels in the organization. These
channels can help increase branch managers’ involve-
ment and accessibility to information in the decision-
making process. In order to achieve positive perception
of accountability and transparency, corporate manage-
ment should formally take decision by committees based
on fairness, risks and costs, and follow the industry norm
and legal system. In addition, the decisions should be
regularly reported to branch managers. After all, the
social contracts between top management and branch
managers will be developed. Indirectly, this eventually
yields a relevant contribution to the OCBs and turnover
intention of the branch managers.

LIMITATION AND FUTURE RESEARCH

Although this study attempted to allocate the limited
resource by posing crucial choices in methodology, it had



some limitations. However, these limitations can be
further resolved in future research. First, the results of
structural model analysis should not be interpreted as
causal because the data is collected at the same time,
that is, using a cross-sectional design. The causal
relationship can be confirmed by using experimental or
longitudinal study design both in the same and in other
samples. Such studies are extremely costly and timely to
implement. Secondly, although the global statistical
power level in this study which is equal to 0.99 is
considered sufficient for practical proposes, one issue
should not be neglected. The bank manager sample size
(n= 156) is much smaller compared to the life assurance
sample size (n= 303). This leads to drop in statistical
power (from 0.90 to 0.70) for testing model in validation
sample (bank manager sample). Thus, the probability
that an incorrect model will be not rejected (Type Il error)
is higher. If possible, further research should be consi-
dered and the statistical power for testing model both in
the calibration and validation be kept. The problem of
determining sample and the desired level of power can
be solved by applying the table of MacCallum et al.
(1996).

Finally, the issues of common method variance result
from the use of same scale format (that is, Likert scale)
and scale anchor points (that is, strongly disagree to
strongly agree). Most researchers agree that method
variance influences on the observed correlation between
the measures and potentially threatens the validity of the
conclusion (Bagozzi and Yi, 1990). Although we cannot
solved all the issue about method variance, we try
controlling it through both improving scale items (that is,
avoid vague concepts, keep question simple and specific,
avoid double-barreled questions) and statistical controls
(that is, exploratory and confirmatory factor analysis in
measurement models). According to Podsakoff et al.
(2003), many various ways can be used to control
common method variance. For example, further study may
use different response formats (Likert scale, semantic
differential, open-ended questions), media (computer
based versus paper and pencil versus face-to-face
interviews), and/or location (for example, different rooms or
sites) for the measurement of the predictor and criterion
variables.
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