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ABSTRACT 

  The successful operation of financial community institutes is based on joint forces. The 

spirit of the community and the readiness of many components will impact financial community 

institutions' operational performance. This research has studied the factors of success in 

community economic development to community finance is strong. That is an essential 

mechanism for driving the community economy. So other community financial institutions can 

bring experience and conclusions to as an example of better management of community financial 

institutions. In this paper, we hypothesize that key success factors influence the community's 

economic development in a sample of 396 members of financial community institutes in 

Chaiyaphum, Thailand. Confirm Factor Analysis (CFA) approach was conducted to examine the 

factorial validity of the seven factors (Moral, Leadership, Participation, Group Management, 

Stability, Respect, and Reputation) instrument. The CFA results showed that the community's 

economic development constructs are considered valid and reliable. The results of the CFA 

analysis represented CMIN=707.986, df=188, GFI = 0.863, CFI=0.924 and RMSEA=0.084. 

Furthermore, we find that the core factors affecting the community's economic development 

success are Leadership and Group Management. There are implications for the utilization of the 

main success factors as well as a future study. 

Keywords: Confirmatory Factor Analysis, Community's Economic Development, Financial 

Community Institutes, Key Success Factors, Thailand. 

INTRODUCTION 

  Community's economic development in a country is highly significant to lead people to a 

balanced and well-organized life. The outstanding characteristic of the community economy is 

that it does not focus on the competition but concentrates on people's cooperation in the 

community brings so many benefits to the local area. Moreover, the community is jointly owned, 

there will be no monopoly. Therefore, the community economic system does not cause a massive 

gap between rich and poor. On the contrary, financial community institutes enhance the 

economic well-being of communities through income generation and job creation. In the long 

term, this economy will contribute to sustainable community development (Nikkhah & Redzuan, 

2010). 

Financial community institutes play an important role in providing and promoting 

people's access to financial services in various communities. Financial community institutes 

provide reach to credit services that some of these people cannot access in the government 
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financial institutions or commercial banking system. Furthermore, Benjamin, Rubin & Benjamin 

et al. (2004) present that financial community institutes have a major mission of enhancing 

economic limitations for low-income individuals and communities. Comprising a wide range of 

organizational types, these alternative entities furnish a range of financial products and services 

that are frequently unavailable from more mainstream financiers and lenders. Financial 

community institutes have been using small-scale and locally developed strategies to develop 

and stabilize low-income, low-wealth, and financially disadvantaged communities for decades. 

They provide a range of financial products and services in economically troubled markets that 

work in market niches (Lowry, 2014). 

According to the Opportunity Finance Network (OFN), a network of Community 

Development Financial Institutions, through its fiscal year 2018, its member CDFIs provided 

more than $75 billion in lending. This led to the maintenance or creation of 1.56 million 

occupations, the rehabilitation or development of over 2.1 million housing units and 11,592 

community facility projects, and the start or expansion of 419,150 businesses and 

microenterprises (Thompson, 2021). In Thailand, the encouragement of local-level activity and 

funding has been obviously linked to the aims of sustainability and well-being to defeat the 

effects of the economic crisis and achieve sustainable development, reducing the probabilities of 

future economic uncertainty. The aim is to achieve this through people building strong 

basements for community development (Schaaf, 2010). The record also confirms that financial 

institutions play an important role in providing efficient and effective funding to their 

communities. 

Prior studies, such as Kaboski & Townsen (2005), show that financial community 

institutes, especially those with suitable policies, can support consumption smoothing, asset 

growth and occupational mobility and can decrease moneylender reliance. Particularly, 

production credit groups, cash-lending institutions, and especially women's parties successfully 

furnish intermediation and its benefits to members. However, the question remains why certain 

types of financial community institutes or financial community institutes with specific strategies 

are successful and others not. While rural communities have tried to increase their economic 

base, researchers and practitioners have questioned which factors lead to the community's 

economic development success (Crowe, 2007). Furthermore, Limsuwan (2018) indicates that 

community financial institutions are widely recognized as an important tool for positively 

solving poverty, especially in developing countries. They create the job, create a group for 

exchanging knowledge, and generate income for members. Most of the community financial 

institutes in Thailand are successful and have a positive effect on solving poverty. Nevertheless, 

they still have a significant problem with self-management, some groups that have failed. 

Therefore, more studies should be done on the key success factors and challenges facing 

financial community institutes. 

Consequently, the key success factors state the important components required for the 

financial community institutes to compete in their target position. It is the competencies, 

resources, and capabilities an institute must possess to complete its profitability and competitive 

success in a market. In this study, we synthesize key success factors that affect a community's 

economic development. In this paper, Confirmatory Factor Analysis (CFA) was applied to 

confirm the theoretical structure.  

The rest of the article is organized as follows. Section 2 begins with a brief review of the 

related literature and research hypotheses. Section 3 describes our data and empirical approach. 
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Section 4 presents and discusses the results of the study. In section 5, we suggest areas for future 

research and draw implications for practitioners. Finally, section 6 concludes the paper. 

LITERATURE REVIEW 

 Moral 

  Moral is the principle of good behavior for the benefit of itself, the individual, and 

society. It is based on religious moral principles that drive conscience, which manifests itself 

through physical, verbal and mental actions. Morality involves behaving and reasoning 

according to values that go beyond self-interest (Maccoby, 2005). Moral leadership must be able 

to identify when a decision has moral consequences, and it must then employ a moral decision-

making pattern (Sama & Shoaf, 2002) and select to do the right thing regularly (Sama & Shoaf, 

2008). Moral leadership demonstrates good values through their actions and words. Moral 

leaders are demonstrating appropriate conduct both inside and outside of the workplace. 

Presenting integrity and doing the right thing is at the core of being a moral and ethical leader. 

Jansiri (2017) have found that moral affects the likelihood of organizational success in a Nakhon 

Si Thammarat community financial institute sample. In addition, Kumngam & Pasunon (2017) 

found that members of Ban Ang Hin Community Financial Institutions have basic moral levels 

according to the philosophy of sufficiency economy, the honesty at the highest level. For this 

reason, we argue that financial community institutes that possess a strong moral tend to realize 

and achieve the accomplishment than do institutes that have a weak moral. We propose a 

working hypothesis as follows. 

H1 Key success factor (Moral) is influence on the community's economic development.   

Leadership 

  Leadership is one of the key success factors affecting the success of financial community 

institutes. Leadership is the process by which leaders influence group members via convincing 

them to comply, motivate and unite members to participate in various group activities. 

According to Hogan & Kaiser (2005), leadership is consequential mainly for the success of 

institutes or organizations and the well-being of members and employees. Leadership is an 

adaptive instrument for individual and group survival, and it fundamentally involves building 

and maintaining effective groups. The encouragement of positive conflict within the leadership 

context provides a supportive atmosphere, allowing all member an opportunity to indicate the 

truth of a challenge, listen to a wider array of opinions/ideas, narrowing the space between 

leaders and followers, and more developed relationships (Grint & Smolovic, 2016). Effective 

leadership is a key success factor in the management of institutions and has shown that an 

appropriate leadership manner can lead to better performance (Turner & Müller, 2005). We, 

therefore, propose the following hypothesis. 

H2 Key success factor (Leadership) is an influence on the community's economic development.  

Participation 

  Member participation is the key to making knowledge-sharing activities, and 

participation is one of the success factors for strategy implementation (Yip et al., 2012). Lau 
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(2014) presents that employee participation reports the practices and processes for achieving a 

greater degree of employee influence in individual enterprises and workplaces. It is essential 

when it enables members to have a real influence on decision-making, which relates to matters 

touching their working lives. Participation leads to better work institutions and change processes 

(Karltun Erlandsson, 2002). From institutional efficiency perspectives, direct participation, 

involving excellent members, can play a significant role in ensuring recognition of change and 

creating the conditions for members to make effective contributions to their institution. 

Moreover, participation plays an essential role in member development (O'Brien, 2002). When 

members participate, the institutes are benefitted from the development of a member community, 

improving communication, and increasing productivity. In line with the literature, we expect the 

effect of participation on a community's economic development to be positive. Therefore, we 

propose the following hypothesis. 

 H3 Key success factor (Participation) is an influence on the community's economic development. 

Group Management 

  Management was developed to provide an inclusive and holistic guideline for the 

governance and management of institutions (Belak & Duh, 2012). As Juneja (2015) has noted, 

group management refers to the art of getting members together to make them work towards a 

common core objective, enables the optimum use of resources. Moreover, group management 

gives a rational direction to the members. The individuals are well sensible of their 

responsibilities and roles and know what they are supposed to do in the institution. As suggested 

earlier, one reason to adopt group management is that an institution may be able to improve its 

achievement, especially the community's economic development (Detburiram & Siripanumas, 

2012; Sinthao, 2012). Group management will be beneficial and increase the operation's success 

if the financial community institutes have planned and set operational goals. A knowledge 

development plan has been developed for members. Community resources are properly managed 

for activities. Tasks are assigned that are appropriate to the knowledge and abilities of the 

individual. In summary, we hypothesize that: 

H4 Key success factor (Group management) is an influence on the community's economic 

development. 

METHODOLOGY 

Sample and Data Collection  

The population studied is important to the community's economic development in 

Chaiyaphum, Thailand. The financial community institutes, which have a key person in the 

committee's organisation, were used as the sample in the research report, with a total of 396 

samples, to point out the key success factors using the purposive sampling process. This figure 

was calculated using the Cochran method (Cochran, 1977). Table is finished, and the confidence 

level is set to 95%. The sample size employed was Hair et al. (2010) specify that a ratio of 200 to 

1000 cases between the number of samples and the number of parameters is adequate for 

structural equation modeling. Data collection was accomplished by the use of a questionnaire 

and convenient sampling techniques using an onsite survey. The data where analyzed using 
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structural equation modeling. The scale used to assess core success indicators was modified from 

47 items across seven dimensions. 

The questionnaire made use of a five-point Likert Scale (Likert, 1932). Additionally, a 

Likert five-point interval scale was used, with 1 indicating strong disagreement and 5 indicating 

strong agreement. Structural equation modeling (SEM) was used due to its superior flexibility 

and capabilities (Byrne, 2010). The measurement model was examined with confirmatory factor 

analysis (CFA), and the relationships within the model were examined using path analysis 

(Kline, 2015). The data were analyzed using SPSS version 19.0 (SPSS Inc., Chicago, IL, USA) 

and AMOS version 21.0 (SPSS Inc., Chicago, IL, USA). To ascertain sample characteristics, 

descriptive studies were conducted in the previous research (Detthamrong & Chansanam, 2020). 

In this investigation a confirmatory factor analysis was used to do preliminary studies on the 

reliability of measurements and model specification. To test hypotheses, structural equation 

modeling was used. 

Validity and Reliability Measurement  

Five business experts were used to verify the content's authenticity. The material validity 

of this research is established by the recommendations of three distinguished scholars (González 

& Brea, 2005). The item-objective congruence (IOC) equals between 0.50 - 0.93, which is 

sufficient (Pérez-Rojo et al., 2019). Cronbach's alpha coefficient was used to determine the 

questionnaire's reliability. In terms of critical performance indicators, the highest degree of 

consistency (0.870) was achieved by participation, followed by reputation (0.861), respect 

(0.854), morale (0.853), leadership (0.851), and group management (0.848). All of these 

variables have a reliability rating greater than 0.70, which is considered sufficient. At a 95 

percent confidence level, there were no statistically significant variations between the two groups 

in measuring non-response bias (Armstrong & Overton, 1977). Scale verification was based on 

Fornell et al. (1996). Confirmatory factor analysis was used to determine if each variable in the 

model had structural validity, based on empirical data for the hypothesis and its principles. Chi-

square (χ2), chi-square/degrees of freedom (χ2/df), the goodness of fit index (GFI), and root 

mean square error of approximation (RMSEA) were used to evaluate statistical accuracy (Byrne, 

2010). To validate the final measurement model, the composite reliability (CR) and average 

extraction discrepancy (AVE) were measured using the construction reliability test (Fornell et 

al., 1996). According to Table 1, all CR scores were greater than 0.60, while all AVEs were 

greater than 0.50 (AVE > 0.50). As a result, the precision of the measured convergence was 

adequate for the measurement model, and all theoretical constructs possessed suitable 

psychological properties. 

Confirmatory Factors Analysis (CFA) 

By extracting the process components using the Principle Component Analysis 

technique, modifying, and then rotating the core components using the Varimax method, and 

finally testing the sample results to determine the appropriateness of the original data in the 

component analysis, we were able to obtain the Bartlett's Test value as shown in Figure 1. 

(Kaiser-Meyer-Olkin; KMO). As can be shown, KMO equals 0.923, which is greater than 0.5 

and nearly 1. Furthermore, the Bartlett's Test result has a Chi-square distribution of 18377.822 

and a significance value of 0.000, which is less than 0.05, indicating that all seven components 

have a strong relationship worthy of factor analysis. 
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The analysis's findings consider the factor's weight, the number of variables listed, and 

the variance of each factor in relation to the perceived variables' parameters and the success 

factors expectation of the community’s economic development which are 1) Moral (MORT), 2) 

Leadership (EMPT), 3) Participation (COOT), 4) Group Management (MNGT), 5) Stability 

(STAT), 6) Respect (REST), and 7) Reputation (REPT). In summary, the exploratory factor 

analysis (EFA) of the perceived variables and the success factors' expectation of financial 

community institutes given by the committee identified seven factors, and we defined the names 

of each factor based on the characteristics identified by the variables in accordance with the 

principles and theories discussed previously. 

 
FIGURE 1 

KMO AND BARTLETT’S TEST 

An exploratory factor analysis was conducted to test the dimensionality of the seven 

variables— 1) Moral (MORT), 2) Leadership (EMPT), 3) Participation (COOT), 4) Group 

Management (MNGT), 5) Stability (STAT), 6) Respect (REST), and 7) Reputation (REPT). 

There was just one factor for each variable. Confirmatory factor analysis was used to evaluate 

the convergent validity of the measures using a two-step modeling technique (Anderson & 

Gerbing, 1988). Due to the large sample size (n=396), the chi-square statistic was important, 

2(155) =707.986, p 0.001, and other fit indices indicated an appropriate fit to the data: Root 

Mean Square Residual (RMSEA) =0.084, Normal Fit Index (NFI) =0.95, Tucker-Lewis Index 

(TLI) = 0.98, and Comparative Fit Index (CFI) =0.924. Both composite reliability coefficients 

(C.R.) for factor loadings were important, and all extracted average variances (AVE) were 

greater than 0.50, indicating convergent validity (Table 1). 

The composition's efficacy is determined by the loading values of common factors for 

each item or observed variable in Table 1. Since both questions had large factor loadings (> 0.50) 

of p<0.01 significance values, they were all strongly correlated with structural theory (Table 1). 

Table 1 

CONFIRMATORY FACTOR ANALYSIS 

Variable 
Unstandardized Factor 

Loadings 

Standardized Factor 

Loadings 
AVE 

Composite 

Reliability 

Moral (MORT) 0.799 0.831 0.540 0.615 

Leadership (EMPT) 0.816 0.794 0.561 0.761 

Participation (COOT) 0.712 0.838 0.540 0.614 

Group Management 

(MNGT) 
0.831 0.741 0.525 0.685 

Stability (STAT) 0.664 0.707 0.570 0.601 

Respect (REST) 0.767 0.859 0.522 0.774 

Reputation (REPT) 0.730 0.868 0.522 0.781 

The statistical descriptive results consist of the mean (  ), standard deviation (S.D.), 

Minimum (Min), Maximum (Max), Variance (Var), and Meaning as shown in Table 2. 
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The variables used for estimation were 3.85 while the variation in participation was 0.26, 

according to the participation data. According to the group management results, the factors used 

for estimation were 4.19 while the group management deviation was 0.23. When considering the 

uncertainty of stability at 0.26, the stability findings show that the variables used for estimation 

is 4.38. When considering the variance of respect at 0.31, the respect results show that the 

variables used for estimation is 4.42. 

Table 2 

STATISTICAL INFORMATION 

Item Mean S.D. Min Max Var Meaning 

MORT 3.93 0.48 2.00 5.00 0.23 Agree 

EMPT 4.22 0.46 2.00 5.00 0.21 Agree 

COOT 3.85 0.51 1.86 5.00 0.26 Agree 

MNGT 4.19 0.48 2.00 5.00 0.23 Agree 

STAT 4.38 0.51 3.00 5.00 0.26 Agree 

REST 4.42 0.55 3.00 5.00 0.31 Agree 

REPT 4.40 0.58 2.50 5.00 0.34 Agree 

The Result of Structural Equation Modelling (SEM)  

The Structural Equation Modeling (SEM) defined and measurable 47 items that were 

evaluated. The model fit findings for 22 measurable items using Structural Equation Modelling 

(SEM) indicate a good fit to the sample data. Both model fit indices are statistically valid at the 

0.001 stage and meet the recommended thresholds for their respective models. Table 3 

summarizes the different model fit figures for the measurement model and the threshold (Hair et 

al., 2010). 

Table 3 

GOODNESS-OF-FIT RESULTS FOR THE STRUCTURAL EQUATION MODEL 

Goodness-of-Fit indices Threshold Values Source 

Chi square(χ2) p. > 0.05 707.986 
Hair et al. (1998); Bollen (1989) and Jöreskog 

& Sörbom (1996) 

Normed Chi square (χ2/df) < 3.0 2.490 Bollen (1989); Diamantopoulos (1994) 

Goodness of Fit Index (GFI) ≥ 0.90 0.863 Hair et al. (1998); Browne & Cudeck (1992) 

Standardized Root Mean Residual 

(SRMR) 
< 0.05 0.052 Diamantopoulos (1994) 

Comparative Fit Index (CFI) ≥ 0.90 0.924 Hair et al. (1998); Mueller (1996) 

Normed Fit Index (NFI) ≥ 0.90 0.923 Hair et al. (1998); Mueller (1996) 

Root Mean Square Error of 

Approximation (RMSEA) 
< 0.05 0.084 Hair et al. (1998); Browne & Cudeck (1992) 

The model fit statistics show that the key success factors of the community's economic 

development have been validated as a useful model for studying the acceptance of financial 

community institute by various academic stakeholders of Thailand's higher education. Table 4 

shows the hypotheses' results and summarizes the direct causal effects on each endogenous 

variable in the SEM. 

Leadership, an exogenous variable, contributes approximately 35% of the variation in the 

endogenous variable, stability. Leadership has a statistically meaningful, total, and causal impact 

of 0.309 on stability. Leadership, an exogenous variable, explains 31% of the variation in 

respect, which is an endogenous variable. Leadership has a statistically meaningful, total, and 
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causal impact of 0.218 on respect. Leadership, an exogenous variable, explains 33% of the 

variation in reputation, an endogenous variable. Leadership has a statistically relevant, total, and 

causal impact of 0.265 on reputation. Group Management, an exogenous variable, explains 32% 

of the variation in respect, an endogenous variable. Group Management has a statistically 

meaningful, total, and causal effect of 0.263 on respect. Finally, group management, an 

exogenous variable, contributes approximately 41% of the variation in the endogenous variable, 

reputation. Group Management has a statistically important, total, and causal impact of 0.326 on 

reputation. SEM is used to evaluate the model and the significance of the relationship between 

the constructs. The basic model of key success factors is evaluated using the four constructs 

defined for which scales are developed. The model is shown in Figure 2. 

Table 4 

STANDARDIZED CAUSAL EFFECTS OF THE STRUCTURAL EQUATION MODEL AND 

HYPOTHESES ASSESSMENTS 

Determinants Outcomes 

Standardized Coefficients 

Paths (β) 
Hypotheses Assessments 

Direct Causal Paths 
Critical 

Ratios 

EMPT STAT (R2 = 0.35) 0.309 5.543*** H:2 Supported 

EMPT REST (R2 = 0.31) 0.218 3.470*** H:2 Supported 

EMPT REPT (R2 = 0.33) 0.265 4.368*** H:2 Supported 

MNGT REST (R2 = 0.32) 0.263 4.878*** H:4 Supported 

MNGT REPT (R2 = 0.41) 0.326 6.032*** H:4 Supported 

Note: *** Statistically significant at the 0.001 level 

 

FIGURE 2 
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CONFIRMATORY FACTOR ANALYSIS OF THE COMMUNITY'S ECONOMIC 

DEVELOPMENT 

 

DISCUSSION 

The findings satisfy the study's aims and fully support the hypotheses, according to the 

researchers. From the study of the key success factors of the community’s economic 

development model, it was found that the committee should have good leadership and group 

management to succeed in terms of the key success factors model. It can be seen from the study's 

results on the model of key success factors expectations. From the survey and analysis of the 

strategic leadership on performance of community financial institutions in North-eastern 

Thailand proposed by Toopoj & Chansanam (2018), it was found that the community financial 

institutions have a high quality of leader and committee. Suppose the committee of the financial 

community institute wants to change the administration to make it more effective. In that case, 

they will do so by working on the leadership and committee's qualifications, such as improving 

the verification or definition of all members’ qualifications of the financial community institute. 

The research results have answered two dimensions as follows: 

Theoretical Aspects 

The validation equation to relation model structural model refers to theoretical concepts. 

The analytical findings of this analysis contribute to management philosophy by providing a 

better interpretation of the core success drivers of the Chaiyaphum Financial Community 

Institute. The community's economic development model's overall primary success drivers, such 

as leadership, have a significant and immediate impact on stability, respect, and reputation. 

Moreover, group management of the key success factors has a direct influence on the 

community’s economic development through respect and reputation. Stability, respect, and 

reputation are the driving forces for increasing the community’s economic development model. 

Practical Aspects 

Firstly, the results provide relations that exist among the concepts of leadership, 

participation, group management, moral to community’s economic development for the financial 

community institute in Thailand. Leadership and group management are both important drivers 

of a community’s economic development. Stability, respect, and reputation are crucial for the 

financial community institute to survive in a competitive environment. Secondly, the financial 

community institute leaders who aim to satisfy their members need to focus on providing 

favourable key success factors as follows: leadership, participation, group management, and 

moral. This is achieved through gaining a better awareness of their members' needs and desires. 

Thirdly, the financial community institute leaders need to recognize the importance of self-

development in leadership and administrative skill as a key driver of an organization’s success, 

as well as its significance in holding members over a longer period of time. 

Research Limitations  
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First, there were drawbacks to the cross-sectional study that was gathered from members 

of the financial community institute in Thailand who had prior experience with the institution. 

This could restrict the opportunity to apply the findings to other industries' financial institute 

management. Second, there are limits to the constructs that have been studied. There are 

structures that are often thought to influence a community's economic development. These 

structures could have a significant impact on the relationships between core success factors and 

economic development in a community. 

Future Research  

To begin, future researchers might use the methods utilized in this study to construct and 

assess the essential success factors of financial community institutes in other places around the 

globe. Second, future research might build on the current study by examining the direct effects of 

important success factors and gaining a better knowledge of the economic growth of the 

community. 

CONCLUSION AND RECOMMENDATION 

The core factors affecting the success of the community’s economic development are 

Leadership and Group Management. Therefore, the committees of each community financial 

institutions should focus on building leadership and administration skills. Not just at the 

executive level or board only; instead, it includes all members of the community financial 

institutions. As it is a vital force in bringing community financial institutions to survive in 

political, social, and economic changes, the committee should adhere to the principles of 

operation and in the performance of their duties by established regulations. It will result in 

members being accepted and cooperative. Furthermore, willing to take part in the management 

of the financial institution community. It will make the financial institution a vital driver 

community’s economy and achieve the objectives defined. 
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