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MODERNIZING AGENTS AND ORGANIZATIONAL ADAFP-
TATION OF FACTORY WORKERSIN THAILAND
—A Case Study of a Japanese Joint Venture in Chiang Mai—

AxiHiko OHNO

INTRODUCTION

EwLy established modern factories in developing countries are reportedly
suffering from organizational dysfunction concerning labor management
which is shown through counterproductive behavior, such aslack of disci-

pline, low morale, lateness, absenteeism, and high worker turnover.

One explanation for organizational dysfunction isworker mal adaptation to fac-
tory organization.! The modern factory systemishierarchical by nature. Asaresult
itismorelikely to have an elaborate internal managerial system than what isfound
in small-scaleindigenous workshops. Workersin modern factories are expected to
strictly observe working hours and factory rules and constantly apply themselves
to their assignment under the hierarchy of formalized supervision, especialy in
manufacturing sections. The mode of working life required in modern factories,
therefore, differs markedly from that in agriculture or rural household industries
which people socialized in traditional societies have been conventionally accus-
tomed to as their places of work.? When people from atraditional working milieu
start to work in modern factories, they have to adjust themselves to the new cir-
cumstances by mastering the attitudes appropriate to the factory system. Worker
mal adaptation to the factory system gives riseto serious problemsin factory orga-
nizations. We refer to this attitudinal process as organizational adaptation.®

This paper has benefited considerably from the comments of anonymous referees of thejournal. | am
also grateful to Ronald Zavislak (Seikei University) for improving the presentation of thispaper. | am
responsible for any errors or infelicities that remain despite all this good service.

1 Another crucial reason for the organizational dysfunction is the lack of personnel with middlie-
managerial ability inthe hierarchy of modern factories during the early stages of industrialization.
See Ohno [19], and Ohno and Benja Jirapatpimol [20].

2 Thisisexpressed best by Landes[13, p. 43]. For workersfrom traditional societies, “the factory is
anew kind of prison; the clock anew kind of jailor” since “factory equals discipline cum supervi-
sion.” Resistance of thefirst generation of factory workersto theimposed standardized-clock-time
discipline was explored by Thompson [25], Smith [23, Chap. 9], and Adam [1, Chap. 5].

3 Though conceptually it is analogous to organizational socialization or occupational socialization
[17], the term “organizational adaptation” was employed so as to distinguish the socialization
processthat takes place in industrialized societies from that which takes place in nonindustrialized
societies where traditional values and practices coexist with modernity.
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Inkeles and Smith [10] empirically demonstrated that “education” and “ occupa-
tional experience in large-scale factories” make a significant contribution in
schooling people in modern attitudes from the viewpoint of individual moderniza-
tion (a modernization hypothesis).* Education and occupational experience in
modern factories can be considered as modernizing agents which govern the atti-
tudes of individuals to a considerable extent in industrialized societies.

Asthefactory systemisacoreinstitutein industrialized societies, organizational
adaptation to modern factories can be regarded as a fundamental element of indi-
vidual modernization in that those who have adapted themselves to modern facto-
ries have acquired the attitudes appropriate to modern societies. An assertion that
the two modernizing agents of education and occupational experience positively
affect individual modernization in thelong run, primafacie, hasreceived universal
support. It remains, however, to be proved whether they actually facilitate organi-
zational adaptation to the factory system. Because education and occupational ex-
perience are closely interrelated with the reward systems of modern factories, such
aswage determination and promotion practices, meticulous care should betakenin
measuring their real effects on the attitudes of factory workers.

The purpose of this research is to investigate empirically how the modernizing
agents influence organizational adaptation in the early phase of industrialization.
To put it differently, my concern is to test the modernizing hypothesis of Inkeles
and Smith in the setting of modern factories in developing countries. | approach
this question through a case study of a modern manufacturing factory in the north-
ern region of Thailand. An immediate question hereisif the same patterns of cau-
sality concerning the link between the modernizing agents and organizational ad-
aptation observed in industrialized societies hold true in Thailand. In the course of
my discussion, | refer to the findings about this linkage commonly observed in
Western industrialized societiesin order to show a causality governing the linkage
in Thai factoriesin a comparative manner.

Since worker attitudes are an important determinant of work-related behavior,
investigation into this aspect can provide insights into the policies affecting |abor
management for creating a more organizationally adapted workforce.

I. RESEARCH SETTING

The design of this research is depicted in Figure 1. Because of the exploratory
nature of the study, my framework is not presented in the form of testing asingle
hypothesis.

My key concept of organizational adaptation was analyzed in terms of two atti-
tudinal variables, namely, job satisfaction and organizational commitment,> both
of which have been investigated as powerful predictors of work-related behavior.

4 Inkeles and Smith defined individua modernity as apsychological concept which consists of aset
of attitudes and beliefs known to be helpful in adaptation of individualsto an urban industrial and
technological milieu [10, Chap. 2].

5 Surveys with the same framework are [4] [6] [21] [22] [26] [27] [28].
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Fig. 1.0 Design of Research

Modernizing agents Attitudes Behavior
(Organizational adaptation)
Education Job satisfaction Turnover
Job rank Organization commitment Career orientation

Personnel policies

Wage system
Promotion system

In this framework more satisfied and committed workers are regarded as better
organizationally adapted workers. If the attitudes-behavior link were found irrel-
evant, the practical meaning of theinvestigation into the effects of the modernizing
agents on worker attitudes would be largely lost. Therefore, the linkage between
organizational adaptation and work-related behavior needed to be confirmed, and
then the associ ation between the moderni zing agents and organi zational adaptation
was examined.

In this study, in addition to educational level, job rank was examined as a mod-
ernizing agent in lieu of occupational experience in modern factories, since job
rank is amain feature of modern factories which are hierarchical by nature.®

The data for the study were collected from a sample of workers at a Thai-Japa-
nese joint venture producing capacitors in Chiang Mai (hereafter Z factory). The
factory, founded in 1980, employed 1,005 workers, excluding five Japanese staff
members at the time of my survey. It was the largest factory in the region at the
time the research was conducted in December 1989. Chiang Mal is an isolated
local town with a population of roughly 200,000. Until recently there were no
modern factories in this town and its environs except for Z factory. Because the
region has been engulfed in the wave of industrialization since around the start of
this decade, one may safely state that the two modernizing agents of “education”
and “job rank” have recently appeared as social elements affecting worker atti-
tudesin northern Thailand. Z factory is, therefore, an appropriate subject for inves-
tigating the effects of education and job rank on the attitudes of a newly emerging
industrial workforce.

Workers were grouped into two mgjor job ranks in the hierarchy of Z factory,
salaried workers (154 persons) and (daily) wageworkers (851 persons). The sda
ried workers category included clerical workers (mainly females) and mechanics

6 In addition, for my study, occupational experience in modern factories had no substantial mean-
ing, because (1) no workers had prior experience in other modern factories, (2) the length of ser-
vicein the present factory was too short to analyze its effects as occupational experience sincethe
studied factory was recently established, and (3) the comparison between factory workers and
non-factory workers was not the concern of this study.
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(only two females). The wageworkers category included unskilled workers and
unit leaders. All of the unit leaders were females promoted from the unskilled
class. Among unskilled workers, female workers engaged in manua work and
males in machine operations. Although the male workers operated machines, the
skill requirements for them were not as high as those for mechanics.

Based on the list of employees, excluding the Japanese and manageria staff, the
informants were sampled using stratified random sampling procedures. Structured
interviews were conducted with 166 workers out of the 180 sampled workers. The
total sample comprised 53 malesand 113 females; interms of job rank, it included
103 wageworkers and 63 salaried workers. As detailed analysis during my re-
search found that gender and marital status had no significant association to orga
nizational adaptation, their effects were not elaborated on in this paper.

Il. CONSTRUCTSAND MEASURES

A. Modernizing Agents

Educational level and job rank were treated here as dichotomous variables. Re-
garding educational level, certificates of primary school, junior high school, and
lower vocational school graduation were combined into the category of the lower
educational level. Senior high school, higher vocational school, and university
graduates were placed into the higher educational level. Though clerical workers
and mechanics engaged in different work assignments, both job categories re-
quired high educational attainments, and they received almost the same level of
incomes which were definitely higher than that of wageworkers. In addition, pro-
motion from the wage class to the salaried class was nearly unknown.”

My sample consisted of 109 workersin thelower educational level and 57 work-
ers in the higher level. Consequently, the following four groups were obtained:
less-educated wageworkers (86); less-educated salaried workers (23); highly edu-
cated salaried workers (40); and highly educated wageworkers (17).

Highly educated workers comprised 63.5 per cent of the salaried workers, while
only 16.5 per cent of the wageworkers came from this group. Since a x2-test on
independence revealed significant intercorrelations between education and job
rank (x2=36.22, p < 0.01),Bit isnecessary to use caution in interpreting the effects
of the modernizing agents on worker attitudes.

7 Discriminant analysis for clerical workers and mechanics with respect to major items used in the
analysis suggested that there were few significant items differentiating them. Therefore the two
groups are safely assumed to form one homogeneous group of salaried workers. Unskilled work-
ersand unit leadersin the wage class are also regarded as one group of wageworkers by the same
results of discriminant analysis. These results are not shown here for lack of space.

8 For the 2 x 2 contingency tables, there are two methods of interpretation, namely, hypotheses of
independence and homogeneity. However, the test statistics (the x2 distribution) are generally
identical. For details, see Freeman [5].
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B. Organizational Adaptation

Both job satisfaction and organizational commitment assume a congruence be-
tween employee work values (expectations) and organizational rewards (redlities).
Though many studies have found a positive relationship between them, in the atti-
tudinal paradigm they are posited to be distinct constructs in that the former is a
passive response to the tangibl e aspects of the job itself, while the latter represents
an active responseto the organization asawhole[11] [15] [27]. In other words, job
satisfaction isan attitude toward the job itself, while organizational commitment is
an attitude toward one' s future vis-a-vis the organization. Job satisfaction appears
as the more immediate consequence of one's perception toward the job. In con-
trast, it takes time to engender organizational commitment. Hence organizational
commitment is often viewed as afuture-oriented attitude and atime-lagged conse-
quence of job satisfaction [16].

Job satisfaction. Job satisfaction was measured in my study using the seven
items concerning the specific job facets. The items selected from the relevant lit-
erature on job satisfaction [8] [26] were: (a) the boss's recognition of the impor-
tance of (my) work (RECOGNITION); (b) the factory rules (RULES); (c) promo-
tion opportunities (PROMOTION); (d) the chance to use skills and abilities
(ABILITY); (e) adequacy of wage level (WAGEYS); (f) monotonous work (BORE-
DOM); and (g) supervisor (SUPERVISION). Wordsin the parentheses are used as
keywords. Each item was rated on a two-point scale with the labels. (a) satisfied
(=1 and (b) dissatisfied (= —1). The often used Likert scoring system consisting of
multi-categories of agreement/disagreement was not applied to my case becausein
the Thai language the usage of strongly agree/disagree is not common. Ratings
were combined to form a single index whose possible range was -7 to +7. A high
score indicates higher job satisfaction. A Kuder-Richardson’ s alphayielded ahigh
reliability coefficient of 0.944.

Organizational commitment. According to Porter et al. [21], organizational
commitment is conceptualized astherelative strength of an individual’ sidentifica
tion with and involvement in a particular organization. For Porter et al., organiza-
tional commitment consists of three dimensions: (1) identification—abelief inand
acceptance of the values and goals of the organization; (2) altruism—devotion and
willingnessto exert effort on behalf of the organization; and (3) intention to stay—
adesire to remain a member of the organization. Organizational commitment has
been posited as an effective predictor of turnover. However, Porter’ squestionnaire
includes items which directly assess the individual’s desire to maintain organiza-
tional membership. To avoid this conceptua redundancy, items consisting of the
dimension of willingness to stay were excluded from my items of organizational
commitment.

The four items selected to construct commitment scores were: (a) | am proud of
being aworker of Z factory (PRIDE); (b) | likeajob inwhich | can make decisions
(DECISION); (c) | feel depressed when | fail at something connected with my job
(DEPRESSION); and (d) I usually avoid taking extra duties and responsibilitiesin
my work (AVOIDANCE). (a) and (b) covered the dimension of identification
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while (¢) and (d) covered that of altruism. Following the same procedures used
with regard to job satisfaction, organizational commitment scores were worked
out, with a possible range of — 4 to + 4. A high total score represents the highly
committed end of the scale. A reliability test of the scale yielded a Kuder-
Richardson’s apha of 0.863, which showed a high internal consistency.

C. Behavior

Turnover intentions and career orientation were studied as consequent behaviors
of organizational adaptation.

Turnover intentions. The use of propensity to leave as a surrogate measure for
actual turnover for diagnostic purpose is a practice commonly endorsed in current
literature [2] [24]. Turnover intentions were assessed using asingle item: What do
you think of leaving this factory? (a) | have not thought of quitting this factory
(= -1, (b) I amthinking of quitting, but currently not looking for another job (= 0),
and (c) | am seriously looking for another job (= 1). The higher score denotes
stronger intentions toward turnover.

Career orientation. Career-oriented workers were identified as those who an-
swered “yes’ to the question, “Are you eager to be promoted?’ and non-career-
oriented workers were considered those who answered “no.”®

1. RESULTS

A. Adaptation-Behavior Linkage

Turnover intentions. The respondents held rather positive attitudes toward
voluntary turnover (Tablel). Actually, 50.6 per cent of them had working experi-
ence (mostly intheinformal sector) before the present job. These proportionswere
more or less the same across groups classified according to educational level, job
rank, and gender. Table Il indicates the results of the mean tests of the two adapta-

TABLE |
ATTITUDES TOWARD JoB-HOPPERS
(%)

APPROVAL UNDERSTANDABLE DISLOYAL Total

Mae 66.0 (35) 20.8 (11) 132( 7) 100.0 ( 53)
Female 54.0 (61) 32.7(37) 13.3 (15) 100.0 (113)
Average 57.8 (96) 28.9 (48) 13.3(22) 100.0 (166)

Source: Questionnaire.

Notes: 1. Respondentswere asked: “What do you think of aworker who leavesthefactory for
another job?": (a) | would do the sameiif | had the chance (APPROVAL), (b) | can
understand the worker’s behavior (UNDERSTANDABLE), and (c) the worker's
behavior isdisloya (DISLOYAL).

2. Figuresin parentheses indicate the number of respondents.

9 A survey with the same framework is Wright [28].
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TABLE 11

TURNOVER INTENTIONS AND ORGANIZATIONAL ADAPTATION: MEANS,
StanDARD DeviATIONS (SD.), AND SIGNIFICANCE TESTS

A. Turnover Intentions and Job Satisfaction Scores

Turnover Intentions Number Mean SD.

(1) Not quitting 50 0.43 2.35

(2) Thinking of quitting 88 -0.91 237

(3) Looking for another job 28 -4.84 2.20
Result of Significance Tests

Group Pair t-Vaue

(1) with (2) 3.18**

(1) with (3) 3.02**

(2) with (3) 0.60
B. Turnover Intentions and Organizational Commitment Scores

Turnover Intentions Number Mean SD.

(1) Not quitting 50 1.90 1.28

(2) Thinking of quitting 88 1.52 1.48

(3) Looking for another job 28 0.75 1.48
Result of Significance Tests

Group Pair t-Vaue

(1) with (2) 151

(2) with (3) 3.58**

(2) with (3) 2.39*

Source: Sameas Tablel.

Notes: 1. For theitem categories of turnover intentions, see the text.

2. **p<0.01, * p<0.05 (two-tail test).

TABLE Il
ASSOCIATION BETWEEN TURNOVER INTENTIONS AND THE ITEMS OF ORGANIZATIONAL ADAPTATION
(%)
. . Organizational
Job Satisfaction Commitment
RECOGNITION 2.49 PRIDE 0.01
PROMOTION 0.42 DECISION 14.40
WAGES 0.15 DEPRESSION 6.27
BOREDOM 15.42 AVOIDANCE 92.25
RULES 4455
ABILITY 33.95
SUPERVISION 6.42

Source: Sameas Tablel.

Note: % of significance based on a x2 homogeneity test.
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TABLE IV
CAREER ORIENTATION AND ORGANIZATIONAL ADAPTATION
A. Career Orientation

Mean SD. t-Value
JS scores:
Career-oriented -0.57 2.36 0.04
Non-career-oriented -0.55 2.56 )
OC scores:
Career-oriented 177 1.84 3.80%x*
Non-career-oriented 0.86 2.29 )

B. Organizational Commitment along with Modernizing Agents

1. Jobrank
Mean SD. t-Vaue
Wage class:
Career-oriented 1.90 133
Non-career-oriented 1.29 1.94 2.10* (69.6%)
Sdlaried class:
Career-oriented 1.56 1.38
Non-career-oriented 0.11 1.45 3.70%** (71.0%)
2. Educational level
Mean SD. t-Vaue
Low-educational level:
Career-oriented 1.89 1.27 4
Non-career-oriented 1.40 1.34 1.79' (70.1%)
Higher-educational level:
Career-oriented 155 150
Non-career-oriented -0.18 1.29 4.14*** (70.2%)

Source: Same as Tablel.
Notes: 1. JS and OC denote job satisfaction and organizational commitment, respectively.
2. Figuresin parentheses indicate the ratio of career-oriented workers within the cor-
responding groups.
3. ***p<0.001, *p<0.05" p<0.10 (two-tail test).

tion scores for the workers grouped by the three-item categories of turnover inten-
tions. Both job satisfaction and organizational commitment proved to be signifi-
cant predictors of turnover intentions.

A more detail ed analysi s was obtained by scrutinizing theindividual association
of each item consisting of the two organizational adaptation constructs of job satis-
faction and organizational commitment. Table |11 shows the items which were
found to have a significant association with turnover intentions based on a x?-test
on homogeneity. Of the facets of job satisfaction, WAGES and PROMOTION
were most significantly associated with turnover intentions. This alows usto pre-
sume that wage and promotion systems can be effective devices for reducing turn-
over by increasing job satisfaction.
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TABLE V
AssociATION BETWEEN CAREER ORIENTATION AND ORGANIZATIONAL ADAPTATION BY |TEM
(%)

Job Satisfaction Organizational
Commitment
RECOGNITION 65.64 PRIDE 1.26
PROMOTION 56.65 DECISION 83.80
WAGES 94.03 DEPRESSION 9.52
BOREDOM 93.04 AVOIDANCE 8.47
RULES 99.61
ABILITY 53.71
SUPERVISION 60.33

Source: Sameas Tablel.
Note: % of significance based on a x2 homogeneity test.

Career orientation. Table IV-A shows the results of the mean tests for the
career-oriented and non-career-oriented workers. Whether workers were career-
oriented or not had no effect on the levels of job satisfaction, while the career-
oriented workers showed significantly higher scores of organizational commit-
ment. This was confirmed even when the scores were controlled using education
and job rank (Table 1V-B).

A more detailed account of the effects of promotion on organizational adapta-
tion can be seen by referring to the association of career orientation with each item
consisting of the two organizational adaptation constructs (Table V). While no
items of job satisfaction were related to career orientation, three out of four items
of organizational commitment, namely, PRIDE, DEPRESSION, and AV OID-
ANCE, were significantly associated with career orientation.

A significant linkage between organizational adaptation and work-related be-
havior was confirmed. Organizationally adapted workers showed higher intentions
to stay and were more career-oriented. My findings made it clear that the establish-
ment of a promotion system enhances organizational adaptation through an in-
crease in organizational commitment. This clearly contrasts with the effects of
wage increases which enhance organizational adaptation by increasing job satis-
faction. Short-term incentives that effect the levels of job satisfaction proved to be
ineffective in expediting career orientation. | shall return to this point later.

B. Modernizing Agents and Organizational Adaptation

A t-test was used to see the differencesin the two adaptation scores for education
and job rank. Table VI-A represents the mean scores, standard deviations, and t-
values for the groups. Wageworkers and |ess-educated workers showed signifi-
cantly higher adaptation than corresponding salaried workers and highly educated
workers. When classified into four groups by education and job rank, similar re-
sultswereobtained (Table VI-B). In conclusion, less-educated wageworkers mani-
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A.
Number Mean SD. t-Vaue
Job satisfaction:
L ess-educated workers 109 -0.14 2.46 3 06%%*
Highly educated workers 57 -1.39 2.10 '
Wageworkers 103 -0.02 2.50 3847
Salaried workers 63 -1.44 1.98 )
Organizational commitment:
L ess-educated workers 109 1.75 1.30 3.06%*
Highly educated workers 57 1.04 164 ’
Wageworkers 103 1.89 1.37 2 46+
Salaried workers 63 2.39 155 '
B.
Job Satisfaction Organizational Commitment
Groups
Mean SD. Mean SD.
LW 0.12 250 1.80 124
HW -0.75 241 1.29 1.90
LS -1.09 2.04 1.56 154
HS -1.65 194 0.92 153

Source: SameasTablel.

Notes: 1. LW = less-educated wageworker; HW = highly educated wageworkers; LS = less-

educated salaried workers; and HS = highly educated salaried workers.
2. ***p<0.001, ** p< 0.01, * p < 0.05.

TABLE VII
ANALYSIS OF VARIANCE RESULTS FOR ORGANIZATIONAL ADAPTATION BY MODERNIZING AGENTS

Job satisfaction:
Main effects
Education
Job rank
Two-way effects

Organizational
Commitment:
Main effects

Education
Job rank
Two-way effects

Source: Sameas Tablel.

Sum of
Squares

86.25
14.33
31.02

0.64

21.43
8.99
2.76
0.09

D.F.

PR RN

PR RN

F-Vaue

8.08
2.69
582
0.12

524
4.40
135
0.05

p<
(%)

0.15
10.32
170
72.85

0.63
3.76
24.74
83.14
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fested the highest level of adaptation, while highly educated salaried workers
showed the lowest level.

A morein-depth examination using an analysis of variance (ANOV A) wasdone.
Table VII indicates the ANOV A results for the two scores of organizational adap-
tation according to education and job rank. Though both education and job rank
negatively affected organizational adaptation, job rank was a more powerful pre-
dictor of job satisfaction than education. In contrast education affected organiza-
tional commitment more than job rank.

In conclusion, the results of my investigation do not lend support to the modern-
ization hypothesis in the context of a modern factory in Thailand; on the contrary
education and job rank were revealed to have adverse effects on organizational
adaptation of workers to modern factories.

IV. DISCUSSION

The negative association of education and job rank on organizational adaptation is
areflection of theimbalance between worker expectations and the realities of work
rewards. Firstly, | examine the negative association giving particular consideration
to the socioeconomic conditions characterizing (1) the economy in the early stages
of industrialization and (2) Thai culture. Secondly, the probable effects of wage
and promotion systems on organizational adaptation are discussed with reference
to the incentive system of Z factory.

A. Interpretation of the Negative Association

Thelevels of organizational adaptation, job satisfaction and organizational com-
mitment are determined by the balance between employee work values (expecta-
tions) and organizational rewards (realities). Thisbalanceis seen through job satis-
faction concerning the short-term attitudes toward the specific facets of job condi-
tions, and through organizational commitment concerning the long-term attitudes
toward an organization. Taking the effects of education on job satisfaction as an
example, there are contradictory hypotheses. One view insists that education may
enhance job satisfaction by increasing work rewards (an indirect positive effect),
while the other view asserts that education may reduce job satisfaction by raising
worker expectationsthat are left unfulfilled (adirect negative effect) [3]. A similar
logic may hold true about organizational commitment in the long run. The point to
be clarified, therefore, is the socioeconomic conditions which determine the bal-
ance between expectations and realities.

Asto my respondents, educational levels were negatively associated with both
job satisfaction and organizational commitment. Thisimpliesthat the expectations
of highly educated workers exceeded their realized inducements more than in the
case for less-educated workers. Such a situation is likely to be common in the
devel oping economies where the low proportion of educated workers leads people
to perceive educational attainments as an ascribed status. This effect is strength-
ened by the predominance of educated workers in high status occupations that are
segregated from the occupations mainly for less-educated workers. Therefore, the
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educated group tendsto form adistinct social stratain such societies.® The entitle-
ment to higher job rank also enhances the pretensions of educated workers. Actual
work rewards are, however, determined basically according to individual work
performance without evaluating the perceived ascribed status of those with educa-
tion. This causes the disparity between the assessment of labor in the market and
the self-assessment of educated workers, and hence eventuates dissati sfaction to-
ward the job.

The negative effects of job rank on organizationa adaptation can be explained
along similar lines. According to Lincoln and Kalleberg, “job rank in the organiza-
tional authority hierarchy should produce attitudesfavorableto thefirm, and thisis
anearly universal finding that should not surprise anyone’ [14, p. 750]. Thisview
concurs with the moderni zation hypothesis.

My findings, however, did not lend support to their idea. The positive effects of
job rank on organizational adaptation can be realized by finely graded hierarchies
which create the internal labor market. On the condition that promotion is obtained
based on unbiased evaluation of work performance, promotional opportunities
could foster organizational adaptation. In Z factory such alleged effects of job rank
were imperceptible. Actually, educational attainment was a major screening factor
in allocating the workers to the two job ranks at the time of employment. Promo-
tional opportunitiesto the salaried class from the wage classwere limited. Limited
opportunities for promotions from the wage class to the salaried class led salaried
workers to perceive job rank as an ascribed status related to educational attain-
ments, not as an achieved status based on their work competence. Ascribed status
raises worker expectations, while achieved status which is a result of individual
competence in thework leadsto work fulfillment. Job rank, when it is perceived as
an ascribed status, increases expectations for inducements and hence, ceteris
paribus, attenuates the levels of organizational adaptation.

Information segregation is another factor accounting for negative association.
For example, information on alternative job opportunitiesfor salaried workerswas
exclusively available to salaried workers, because, in addition to educational at-
tainments, occupational experience as a salaried worker was an important screen-
ing factor in the labor market for them. Under these circumstances, relatively fa-
vorable market conditions for salaried workers augmented their expectations of
inducements, and hence decreased their levels of organizational adaptation.

In addition, wage and salaried workersare clearly differentiated by Thai workers
themselves. Salaried workers are called “kamakorn” or “rapchan,” while
wageworkers are called “lok chang” with a nuance of contempt.** Such emotions
are strengthened by the cultural traits of Thai society.*? Furthermore, status seeking

10 For astudy on Thailand, see Mulder [18].

11 Smith [23, Chap. 10] argued the same about the disdained status of the first generation of daily-
wage factory workersin Japan.

12 Mulder pointed out a bifurcation in the Thai social system, namely that between the common
people who are powerless and the privileged who have power. In Thai society it is not direct
control of the means of production, but status which causes exploitation of those who have the
means of production [18, Chap. 1].
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is socialy approved. The abolished sakdina system which alocated hierarchical
ranksto Thai people still justifies thisidea. In modern societies, on the other hand,
job rank is characterized by an achieved status realized by an individual’ s compe-
tence in the work.

As is often pointed out, in the process of transition from traditional societies to
modern societies, acquisition of status comes to be realized by means of the
individual’s competence, rather than from personal attributes such as hereditary
status. Viewed from this standpoint, job rank in Thailand is still marked by as-
cribed status, rather than by achieved status. This cultural trait of Thai society
works as an impediment to the growth of organizational adaptation in modern hier-
archical organizations.

It seems reasonabl e that less-educated workersin the salaried class may indicate
higher levels of adaptation than their counterparts in the wage class, because
less-educated workersin the salaried class can enjoy higher inducements irrespec-
tive of their low educational attainments. Nevertheless, my results were
counterintuitively opposite (see Table VI-B). In asimilar way, it seems plausible
to expect that highly educated workersin the wage class may feel agreater discrep-
ancy between expectations and inducements, which leads to the attenuation of ad-
aptation. However, my results revealed that the highly educated in the wage class
showed higher levels of organizational adaptation than their counterparts in the
sadlaried class. Let me stress again that ascribed status augments expectations,
while achieved status engenders fulfillment. Hence my findings revealed that the
workers of Z factory perceived job rank as an ascribed status. The fact that there
was no significant difference in the levels of adaptation between unskilled workers
and unit leaders al so can be explained by the fact that they werein the same class of
wageworkers.

These facts account for the negative effects of education and job rank on organi-
zational adaptation in Thailand.

B. Incentive Systems

To design effective managerial policies that enhance workers organizational
adaptation in Z factory, the negative association between the modernizing agents
and organizationa adaptation need to be considered. For this purpose | discussthe
likely responses of the employees to work incentives, confining my attention to
wage and promotion systems. Wage and promotion systems traditionaly have
been used by organizations to foster organizational adaptation of their workforce.
Wages are supposed to provide short-term effects especially when aseniority wage
system is not employed, while promotion opportunities usually provide long-term
incentives.

Thewagesystem. TableVIII providesthe wage functions of the two job ranks.
Though the coefficients of the length of service were significantly positivefor both
job ranks, the salaried class had a relatively larger coefficient than the wage-
workers. However, the rate of annual increase reached only 1 to 2 per cent of the
monthly income even for the salaried workers. Accordingly, aseniority wage sys-
tem was not found to be a strong determinant of wage differentials.
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TABLE VIII
WacE FuNcTION
(Bahts/month)
Salaried worker
YS=2,450.22 + 36.74**LS+ 487.64**ED + 276.41**MF,
(3.13) 4.72) (2.84)
R? = 0.52**,
Wage worker
YW=1,438.37 + 22.85**LS+ 26.34ED + 136.29*MF + 1.28**UU,
(6.46) (0.51) (2.31) (2.3
R? =0.67**.

Source: Sameas Tablel.
Notes: 1. R?isadjusted by the degree of freedom.

2. Figuresin parentheses are t-values.

3. Y =monthly income; income levels of the wageworkerswere obtained by multiply-
ing the daily wage rate by average working days per month (twenty-five days).
Apprentices were excluded.

4. LS=length of service; ED = educational level; MF = gender dummy (male =0, fe-
male=1); and UU = unskilled-unit leader dummy (unit leaders= 0, unskilled
workers = 1).

5. **p<0.01, *p<0.05

In Z factory 80 per cent of wage increases used to be allocated on the basis of
seniority and the remaining 20 per cent on the basis of aworker’s competence as
evaluated by on-the-job performance. In early 1989, before my research was con-
ducted, this proportion was reversed. Z factory introduced a meritocratic wage
systemin place of awage system which stressed seniority.*® Worker’ s competence
in the work came to be the dominant factor determining 80 per cent of wage in-
creases. The manager remarked that this shift occurred because the workers had
not responded positively to the seniority system. A question asking workers about
their preference for work assessmentsin wage determination reveal ed that “ mainly
worker’scompetence” wasthefirst preference (47.3 per cent). “ Seniority and com-
petence equally” came next (28.3 per cent), “mainly seniority” was selected by
only 15.1 per cent of the workers, and the remaining 10 per cent preferred either
seniority or competence only. This confirmed the statement of the manager.

The wage profiles of Japanese enterprisesin Thailand are displayed in Figure 2
for the electrical manufacturing and textile industries which are likely to adopt a
labor-intensive technology like Z factory. The seniority wage system played a
comparatively stronger role for clerical workers and mechanics than for unskilled
(daily) wageworkers. Thisismainly because the labor marketsfor clerical workers
and mechanics were in relatively short supply and on-the-job training was re-
quired. Thisinduced the establishment of an internal labor market for these work-
ers. In contrast, there was not a strong demand in the market for unskilled

13 Shifting the wage system from a seniority mode to a meritocratic one in developing Asian coun-
tries was reported by Imaoka[9], and Koike and Inoki [12].
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Fig. 2. Wage Profiles of Japanese
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wageworkers. In Z factory, on the other hand, the policy of shifting the wage sys-
tem from a seniority mode to a meritocratic one had already been established not
only for the daily wageworkers but also for the salaried workers. This could be
done because in Chiang Mai factories still enjoyed a surplus of labor even for
educated workers unlike in Bangkok where most of the modern factories of Thai-
land are concentrated.
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Enterprisesin Thailand
B.00 Mechanics
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Source: Japan Chamber of Commerce, Bangkok, “Chingin romu jittai
chosa hokokusho” [Survey of wages and personnel practices], mimeo-
graphed (Bangkok, 1987).
Notes: 1. Profileswith* arefor electrical manufacturing enterprises; those
without are for textile enterprises.
2. Profiles of clerical workers and mechanics are for lower voca-
tional school graduates. Those of wageworkers are for junior
high school graduates.

Emphasis on short-term incentivesin Z factory could be seen in some other |abor
practices. Implementation of incentive wages was anotable example. In itstypical
form, this system was applied to unskilled workers whose individual productivity
could be easily assessed by the number of capacitors produced. In Z factory thetop
10 per cent of the workers was divided into thirds based on productivity. The top
third received abonus equivalent to two days’ pay, the second third one day’ s pay,
and the bottom third half aday’s pay extra every month. A board in the workshop
listed the number of capacitors produced by each individual worker, and also
showed the worker’ s deviation from the average productivity of al workers. This
practice was designed to induce other workers to improve productivity. Preserva-
tion of the daily wageworker system was another illustration of the same point.
Although wageworkers were paid on atime-rate basis, the same as salaried work-
ers, the number of days attended was directly connected to the amount of payment.
Therefore, a daily wage system had a similar function as the piece-rate wage in
diciting short-term work motivation.

I concluded that the labor management policies of Z factory emphasized short-
term incentives such as wage increases and incentive wages rather than long-term
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ones such as promotion and a seniority wage system, taking theworkers' responses
to work incentives into account.

The promotion system. As| have noted, the management had not established
an inter-rank promotion system which would generate long-term incentives. Some
scholars have noted that in Thailand internal promotional practices are not com-
mon.** Vacancies among the skilled staff are generally filled through recruitment
from the outside job market. This usually leadsto ahigh turnover rate, and the rate
in Z factory was not an exception.*®

The promotion system within the two job ranks in Z factory was as follows.
Unskilled female workers could be promoted to unit leaders after two to three
years of service. However, they could not be promoted to the salaried ranks. There
were three sub-ranks among both the mechanics and clerical workers. Taking the
mechanics as an example, the workers trained in Japan were promoted to superior
mechanics, and at the top were chief engineers. According to the factory manager,
these sub-ranks were instituted to alleviate the dissatisfaction of salaried workers,
who, from the manager’s point of view, seemed to be more dissatisfied than
wageworkers. His perceptionswere confirmed by my resultson the different levels
of job satisfaction between wage and salaried workers. The manager added that
this system of sub-ranks produced better results since it provides tangible status
rewards that are perceptible to their co-workersin comparison with invisible wage
increases. This is related to the aforementioned high status seeking proclivity of
the Thai and their interest in a public display of their status. However, as promo-
tions were an infrequent experience in Z factory, their overall incentive effects are
questionable. Moreover, inter-rank promotion practices were limited.

Underlying changes, however, have emerged since the appreciation of the yen
following the Plaza Accord of 1985. Rapid industrialization and the construction
boom in Chiang Mai have brought the economy of this region to the stage where
the supply of labor has become limited. The establishment in the late 1980s of an
industrial estate in Lamphoon (the northern region industrial estate) about 20 km
from the center of Chiang Mai City tightened the labor market in the region, espe-
cially the market for mechanics. These changes in the labor market are likely to
attenuate the level s of organizational adaptation by increasing worker expectations
according to the logic | have discussed. At the time of this survey in 1989, the
factory manager remarked that there were no serious|abor problemsin the factory.
However, on the second visit in February 1991, he admitted that labor wasin short
supply and absenteeism had started to rise. To cope with these issues, a pension
system and a special allowance for regular attendance were under consideration.

Possible reduction of organizational adaptation caused by ongoing changes in
thelabor market hasto be dealt with not only through awage hike, but also through

14 See Hara[7].

15 The annual turnover rate in 1989 amounted to more than 30 per cent. On the other hand the rate of
absenteeism was as low as 1 per cent, which was lower than the rate in the parent corporation in
Japan. Primafacie contradictory behaviors of the workers corresponded to the labor management
policies of Z factory that emphasized short-term rather than long-term incentives.
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manipulation of promotion practices. The latter practice is conceivably an effec-
tive measure for enhancing organi zational adaptation, considering the high propor-
tion of career-oriented workers (around 70 per cent of any group classified by the
modernizing agents indicated in Table 1V). In fact, Z factory had gradualy insti-
tuted inter-rank promotion practices. Two or three wageworkersayear (male only)
were promoted to mechanics. The factory manager stated that this promotional
path was opened in response to the short supply of mechanics. He added that Z
factory planned to increase this practice in the wake of recent industrialization in
the areas.

The point that should not be forgotten hereisthe fact that a promotion systemis
a double-edged sword for organizational adaptation in Thailand. While perceived
promotional opportunities will increase organizational adaptation, the workers
once promoted may show lower levels of adaptation as long as they regard higher
job rank as an ascribed status. It follows that the establishment of a promotion
system threatens to be followed by the attenuation of organizational adaptation. It
isimperative for the smooth operation of any promotion system that theidea of job
rank as an achieved status be inculcated among the workers, otherwise the en-
trenchment of a promotion system islikely to result in the enervation of organiza-
tional adaptation in the Thai context.

VI. CONCLUSION

The main findings of my investigation show that the two modernizing agents of
education and job rank negatively effect organizational adaptation in the modern
factory studied in northern Thailand, contrary to the expected manner widely ob-
served in industrialized societies. Such a contrast can be attributed to the impor-
tance attached to the modernizing agents of education and job rank in the context
of (1) an economy in the early stages of industrialization and (2) the cultural traits
of Thai society, both of which are markedly different from those in industrialized
societies.

My conclusion, however, would not refute the overall positive effects of the
modernizing agents on individual modernization as expressed in the moderniza-
tion hypothesis. In the setting of modern factories, however, they effect both
worker expectations and inducements through the reward systems with which the
modernizing agents are closely associated. This will indirectly effect organiza-
tional adaptation which can be either positive or negative depending on the bal-
ance. My research suggests that in Thailand, education and job rank negatively
affected organizational adaptation. The modernizing agents of education and job
rank when perceived as an ascribed status increase worker expectations, but in-
ducements are largely determined in the market without taking augmented expec-
tations into account. Thisimbalance consequently attenuated organizational adap-
tation of the factory workers studied.

In Z factory, relatively speaking, incentive systems were so designed to enhance
organizational adaptation through an increase in job satisfaction, by emphasizing
short-range incentives rather than long-term ones such as promotion and a senior-



328 THE DEVELOPING ECONOMIES

ity wage system. The seniority wage system and promotions from within are well
known as distinctive personnel practices of so-called Japanese management, espe-
cially among large companies. These practices provide long-term incentives for
workersthrough an increase in organizational commitment. The personnel policies
of Z factory, though it is a Japanese joint venture, emphasized short-term incen-
tives (although a seniority wage system had once been implemented in Z factory,
but was discarded as inappropriate). This does not imply, however, that Z factory
failed to introduce Japanese management into Thailand. In an economy where la-
bor isin excessive supply, in-company education with promotions from within is
not indispensable, especially for factories using a relatively simple technology.

Z factory, however, now seems to be at a crossroad in its labor policies as it
copes with a new situation of a labor shortage. Opening an inter-rank promotion
path which offers long-term incentives is atypical institutional change in person-
nel policy. In developing a more organizationally adapted workforce, it isimpera-
tive that the management maintain balance between worker expectations and orga-
nizational rewards while taking the implications of education and job rank specific
to Thai society into account.
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