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Abstract

This research are aimed at comparing the level of knowledge, attitude, and organizational
adaptation in entering the ASEAN Economic Community (AEC) of SMEs in Thailand (a founder member
of ASEAN) and Vietnam (a new member) and finding the relationship between the knowledge and
attitudes of SMEs on firm preparation entering the changes from being the AEC. The study employed
the quantitative method and used questionnaires to collect the data from 414 samples of SMEs, which
were divided into 222 samples from Thailand and 192 samples from Vietnam from January to Septem-
ber 2014. The results showed that Thai SMEs had a higher level of knowledge of and attitude toward
the AEC compared to Vietnam in various observed variables. Moreover, the organizational adaptation
of Thai SMEs towards the benefit of the AEC and the firm preparation - in terms of operations, human
resources, finance and innovation, were at a statistically higher than those from Vietnam at a 0.05
level of significance. Findings from structural equation modeling revealed that the knowledge factor
led to highly-positive attitudes of SME entrepreneurs while the attitude factor and the knowledge
factor had a positive impact on organization adaptation at a moderate level. Fit indices of the model
were x° = 212.28, df = 107, x/df = 1.98, GFI = 0.94, RMSEA = 0.04. However, the study obviously
indicated that the level of knowledge of the AEC was still considerably low, especially for SMEs from
Vietnam. That is, only 10 percent of the SMEs from both Thailand and Vietnam seemed to be well
prepared for entering the AEC in 2015.The result implies that even though the economic collaboration
of ASEAN has been established for a long time and is soon to become the AEC, SMEs are still not
equipped with sufficient knowledge to handle the highly-competitive business environment that the
collaboration will bring. The ASEAN countries that have set up an agency to specifically provide support
to SMEs, yet those efforts seem to be insufficient. The government sector must therefore take a more
leading role in shaping an effective mechanism and regulations that are beneficial to SME business

operations, as well as provide technological support and set up a network between SMEs and large
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enterprises to help learn about and develop their potentials and to achieve sustainable goals for the

coming AEC.

Keywords: SMEs, Knowledge, Attitudes, Adaptation, AEC.
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INTRODUCTION

Small and medium enterprises (SMEs) are
one of the core sectors in an economic system.
They play a significant role in restoring, improving,
and driving forward the countries’ economic sys-
tem, as SMEs increase employability, which con-
sequently generates more income for households
and a distribution of income to underprivileged
regions. In ASEAN, the numbers of SMEs comprise
more than 96 percent of the total number of
enterprises. The employability required for SMEs
ranges from 50 to 85 percent in each member
country, and its contribution to the GDP stands at
30 to 53 percent, and the importation from the
sector ranges from 19 to 31 percent (ASEAN,
2014a). The statistics above show that SMEs are
essential for the ASEAN economy as they create
employability and income. Therefore, the sustain-
able development of SMEs is highly encouraged
for achieving economic goals.

The establishment of the ASEAN Economic
Community (AEC) in 2015 will create a linkage in
terms of trade and investment among its mem-
bers to ensure mutual benefits and economic
growth by expanding the market, members that
share the same production base, free flow of
goods, services, funds, and skilled labor and elim-
ination of the non-tariff barriers. However, the
AEC is also leading challenges to SMEs as it will
create a highly competitive business environment
and open more windows for countries that, in the
past, were considered to have low competitive-
ness; that is, in the CLMV group (Cambodia, Laos
PDR, Myanmar and Vietnam). The CLMV group will
benefit more from the free trade compared to
the old days when the economic sanction was
very poor due to the low level of internal support
provided by their government and when foreign

investors found these countries less attractive.

Moreover, other ASEAN neighborhoods, especially
Singapore, Malaysia, Indonesia, and Thailand, are
improving the potential of their SMEs and are pre-
paring for the AEC (The Office of SMEs Promotion
(OSMEP), 2011).

SMEs must prepare and adapt new strate-
gies to handle the coming changes and to survive
in a highly competitive market. However, there
are some limitations for SMEs, such as fund
limitations, access to sources of funds, marketing
development skills or insufficient entrepreneurial
spirit and management skills. SMEs in ASEAN are
now facing limitations in terms of access to infor-
mation, challenges regarding product develop-
ment and certification, poor information and
communication technology (ICT), low outsourcing
rates and insufficient business network develop-
ment. These factors are parts of new business
strategies that multinational enterprises (MNEs)
encourage SMEs to accomplish so as to be
successful in their businesses (ASEAN Business
Advisory Council, 2014).

Though the government of each ASEAN
country has its own strategies and policies to
strengthen their potential as well as to eliminate
the weaknesses and barriers for SMEs, the ASEAN
government is still facing some economic limita-
tions, problems regarding cultural differences and
varied justification for the priority given to SME
development. This has led to a delay in the pre-
paration and launch of a new framework for SME
development. For example, Singapore and Malay-
sia have a better economic foundation than Thai-
land, though Thailand is one the ASEAN founding
countries according to the Bangkok Declaration in
1967 (ASEAN, 2014b). Among the new members
of ASEAN, Vietnam shares a similarity with Thai-
land in terms of geography and has become a

major competitor to Thailand, i.e., lower labour
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cost, free duty tax to global major markets, etc. as
the Vietnamese government has strategies to at-
tract foreign investors to move the country for-
ward and to become one of the key players in the
ASEAN economy.

The study on the knowledge, attitudes,
and preparation necessary to enter the AEC on
the part of SMEs was conducted to compare the
business potentiality of Thailand as a representa-
tive of the ASEAN founding countries, and Viet-
nam as a newly-joined country of the group. This
study is among the first comparative study on this
aspect, even though there have been some sur-
veys done in the past on knowledge and attitude
and that used different research methodologies,
but the information was considerably limited
within one specific country’s context. In addition,
the past researches were conducted during differ-
ent periods of time and therefore it is difficult to
compare the findings. In addition, this study aims
to find the relationship among the concerned
variables that can help to have a better under-
standing of the phenomena. As a consequence,
the results of this study will visualize the current
situation of both countries for SME entrepreneurs
and relevant agencies in ASEAN, and the findings
can also be used as a reference to evaluate the
country’s competitive potentiality as well as to
formulate short term and long term strategies
that suit to SMEs in both countries to comply with

the changing business environment.

LITERATURE REVIEW
Characteristics and Importance of SMEs
It is normally perceived that SMEs play an
important role in the growth of the international
economy in many dimensions, for example, being
the source of employment and national income

and bringing better welfare to the country’s pop-

ulation. Especially in the export sector, techno-
logical advancement has resulted from the free
trade driving SMEs to be more crucial for interna-
tional business. The Organisation for Economic
Co-operation and Development (OECD) (1997) es-
timated that one out of three exports in Asian
countries come from SMEs, while one out of four
exports in Europe and North America also from
SMEs. For ASEAN countries, the number of SMEs
accounts for 97-99 percent of the total number of
state enterprises in each country. The SME gener-
ates an employment rate in Malaysia of 53 per-
cent and 97 percent in Indonesia. Further, SME
contribute 30 percent and 58 percent to the GDP
in Malaysia and Indonesia, respectively (Yuri Sato,
2014).

The Office of SMEs Promotion in Thailand
follows the Act of SME promotion for 2000, which
categorized the following enterprises as SMEs
(OSMEP, 2013a): the small-size enterprises are
those that employ fewer than 50 workers or that
own permanent assets of a value of not more
than or equivalent to THB50 million (equivalent
to USS$1.3 million), while the medium-size enter-
prises are those that employ not more than 200
workers or that own permanent assets of a value
of not more than THB 200 million (equivalent to
US$6.0 million). According to the report of the
OSMEP (2014), it was found that the number of
SMEs in Thailand was 2,763,997 (99.52 percent
belonging to small enterprises) in 2013 and the
growth rate wasl.22 percent compared to the
rate in the previous year, which was 97.16 percent
out of the total number of enterprises in the
country. Furthermore, the GDP generated by the
SME sector was 37.4 percent of the GDP. The val-
ue of exports generated by SMEs from the previ-
ous year was 25.5 percent of the total value of

exports of the country. The recent employment
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situation in Thailand shows that the total number
of workers employed in 2013 was 14,098,563.
From that number, 2,682,323 workers were from
larger enterprises (LE) and 11,414,702 workers
were from SMEs, which accounted for 80.96 per-
cent of the total employment. It can be said that
SMEs in Thailand are the significant backbone of
Thailand’s economy for increasing employment,
adding more value, and attracting and economiz-
ing foreign currency by producing products that
are substitutable for imported ones. Moreover,
SMEs are the beginning of investment and provide
experience to connect to the bigger enterprises
and other production sectors, e.g. the agricultural
sector. SMEs can be considered to be skill-devel-
opment hubs, as well (Institute for Small and Me-
dium Enterprise Development (ISMED), 2013).
The Vietnamese government has provided
an official definition of SMEs for the first time. In
the decree called “Government Decree
No0.90/2001/ND-CD” dated November 23, 2001
(Vietnam Government, 2001), the following is stat-
ed: “SMEs are independent production and busi-
ness establishments which make business regis-
tration according to the current law provisions,
each with registered capital not exceeding VND 10
billion or annual labor not exceeding 300 people.
On the basis of the concrete socio-economic situa-
tion of each branch or locality, in the course of
implementing the support of measures and pro-
grams, both or either of the above-mentioned cri-
teria on capital and labor may be applied in a
flexible manner.” Later, the Vietnamese govern-
ment released Decree No.56/2009/ND-CP on 30
June 2009 in order to classified Vietnamese enter-
prises into 4 categories: the micro enterprise and
the small, medium, and large enterprise based on
the amount of employment, capital, and which

economic sector that the enterprise belongs to.

Generally, the micro enterprise employs more
than 10 workers (Vietnam Government, 2009).

According to a report from Vietnam General
Statistics Offices - GSO on 1 January 2010, 97.43
percent of the total number of enterprises in
Vietnam belonged to the SME. From the stated
proportion, the micro enterprise numbered
162,785, small enterprises were at 74,658, and
the medium enterprises totaled 5,010 in 2000-
2009. The growth rates of these sectors were 24.7
percent, 20.41 percent, 11.79 percent, respective-
ly, while the large enterprise group showed the
lower growth rate, which was 7.28 percent only
(Vietnam General Statistics Office, 2010). Similar
to other ASEAN countries, the SMEs in Vietnam
are an essential basis of the Vietnamese econo-
my, and the SME sector in Vietnam is enjoying a
high erowth rate, which has contributed 53 per-
cent of the total GDP to the country and contrib-
uted 85 percent of the total employment to the
country. These reasons could explain why the
SME is considered as the backbone of the Viet-
namese economy, promoting employment, gen-
erating more income, and building the welfare of
people in the country (Mai Thai Thanh Thai, 2008).

Policy for SME Promotion in Thailand
and Vietnam

Thailand is counted as one of the pioneers
of ASEAN, so the country has played an important
role in the settlement and improvement of the
ASEAN Free Trade Area (AFTA). AFTA began to be
enforced in January 1, 2010 and covers the 6-ASE-
AN; that is Thailand, Singapore, Malaysia, Indone-
sia, the Philippines, and Brunei. For that reason,
the import tariffs have been lowered to a zero
level. Cambodia, Laos, Myanmar, and Vietnam
will follow this policy in 2015 (Thailand Board of
Investment, 2013).
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Taking the economic environment and the
potential of the Thai economy into consideration,
the strengths of Thai SMEs are handcraft and art
skills, together with having a service mind, which
could make Thai products and services even
more attractive. However, the potential develop-
ment of Thai SMEs in the past usually had the
problem of not being able to access sources
of capital and funds, which resulted in low
technological advancement, including insufficient
research and development. Other weaknesses
were, for example, an outdated management sys-
tem, communication problems with only some
certain groups of people being able to speak a
foreign language, and many private enterprises
not having sufficient communication with govern-
ment agencies.. The realization of this weakness
has pushed many sovernment agencies to im-
prove Thai SMEs by providing financial support,
marketing, management systems, and the use of
innovation to help government agencies operate
with more concision and flexibility (OSMEP, 2011).

The importance of Thai SMEs has caused
Thai government agencies to come up with poli-
cies to promote and encourage SMEs to fix their
weaknesses, including establishing a specific
agency for pursuing defined policy and develop-
ment plans similar to other ASEAN countries. The
purpose is to highlight the importance of SMEs
and to drive these enterprises to achieve a higher
level of competitive capability by assigning a
specific agency the responsibility of taking care of
the SME sector; this agency is called “The Office
of Small and Medium Enterprises Promotion,
OSMEP” The main operation of OSMEP is to iden-
tify the policy and development plans of SME
owners; as a result, the agency launched “The
third plan (2012 - 2016) for small and medium

enterprise promotion.” The current plan men-

tions the linkage with other related country mas-
ter plans, i.e. the 11th National Economic and
Social Development plan (2012 - 2016), the stra-
tegic plan of the certain ministry, and provincial
development plan (OSMEP, 2014).

Vietnam’s economy has achieved a con-
stant increase in growth rate at5 - 8 percent for
10 years and that has led to an increase in the
number of people that earn a larger income and
an increasing number of middle class individuals
that are experiencing a rapid increase in their
purchasing power. With these circumstances, Viet-
nam has become a big consumer market that
attracts foreign investors (Vietnam Ministry of
Planning and Investment, 2012). Although
Vietnam joined ASEAN on July 28, 1995, it has
achieved high competitive capability in many
aspects, e.g. education, public health, and tech-
nological development and innovation. As many
transnational companies have settled their pro-
duction base in communication and information
technology, taking the domestic market size, min-
imum wage rate, export cost, convenience of
business operations and convenience of credit
approval into account, Viethnam has the highest
potential for business operations compared to
other ASEAN countries. If Vietnam can fix the
problem of the non-transparent working process,
enhance work efficiency and lower the complica-
tions of work processes, Vietnam will become the
most outstanding country for business operations
in ASEAN.

However, Vietnam experiences natural di-
sasters regularly. For that reason, the Vietnamese
are diligent and patient and are always enthusias-
tic about self-development; therefore, SME own-
ers in Vietnam are always interested in applying
innovation to their business and patiently improv-

ing their skills. Nevertheless, the goods produced
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in Vietnam are still not enough to supply markets
and do not reach consistent standards. Moreover,
the problem of communication in a foreign lan-
guage and insufficient access to capital still re-
main, so potential development is hardly possi-
ble with these limitations. The government is
aware of these problems and has tried to find
solutions for supporting and encouraging SMEs,
including decreasing some of the unnecessary
processes and providing some privileges to
strengthen and increase new SMEs (United Na-
tions University, 2012). By November 2001, the
Vietnamese government had released regulations
for establishing a permanent committee called
the Small and Medium Enterprise Development
Council, which was promoted to be the “Agency
for SME Development (ASMED).” ASMED s re-
sponsible for the overall development of SME; i.e.
SME encouragement and development, corpo-
rate registration, domestic investment promotion,
international cooperation and skill development
of related human resources. In addition, other
organizations such as the Vietnam Chamber of
Commerce and Industry (VCCI), the World Bank,
the Asia Development Bank, and foreign govern-
ments; i.e. the German and Danish governments,
have also launched many programs to support
SMEs in Vietnam in order to enable them to
develop the skills of their employees in terms of
management and leadership (Runckel, 2014).

ASEAN Economic Community (AEC) and
Organization’s Adaptation

ASEAN or the Association of South East Asia
Nations was established in 1967 with six founding
members: Brunei, Indonesia, Malaysia, the Philip-
pines, Singapore, and Thailand. Later, there were
four more additional country members: Cambo-
dia, Laos, Myanmar, and Vietnam or CLMV. The

purpose is to promote peace throughout the

region with the belief that it will lead to econom-
ic and socio-cultural advancement, including the
expansion of trade cooperation through the set-
tlement of the ASEAN Free Trade Area in 1992
(ASEAN, 2014b). In 2013, ASEAN clearly defined its
direction in moving on to the AEC before 2015.
The AEC is one of three main pillars of the ASEAN
Community, which include the ASEAN Security
Community and the ASEAN Socio-Cultural Com-
munity. The ASEAN Charter has been established
in order to move towards the AEC (ASEAN, 2014b).

The attempt to move forward to AEC in
2015 with the united objectives, as mentioned
above, has caused the original pattern of trading
competition to change. It is foreseeable that com-
petitors will not be limited just to the domestic
market but the possible competitors will be the10
ASEAN country members. The market and cus-
tomer database will increase to more than 600
million people. For the production side, produc-
ers will be able to expand their production base
to other countries within ASEAN. On the other
hand, the competitors from the neighboring coun-
tries will come to the host country, as well. This
changing condition provides a golden opportunity
for expanding business boundaries, which could
bring about a huge benefit and potential growth
to the business. However, it could be considered
as a threat to business in the region if business
owners have no sense of preparation (Internation-
al Institute for Trade and Development (ITD),
2012).

The change could also bring huge benefit
and possible growth to the big entrepreneur that
is well prepared and experienced in international
business operations rather than the SME entre-
preneur that plays an important role only in this
region’s economy. The SME sector is considered

as the main pillar to drive economic activities and
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growth as well as the main source of employ-
ment and export, as mentioned above. Unfortu-
nately, this valuable SME faces many limitations
in terms of financial capital, investment, competi-
tive capability, and intellectual property protec-
tion. SMEs will never adapt or survive in this
changing condition unless the government takes
part in providing sufficient support for this sector.
According to ITD (2012), it shows that ASEAN SMEs
tend to focus on the markets within ASEAN more
than before compared to non-ASEAN members
even the Asian countries like China. However, the
overall picture of ASEAN SMEs is that they are still
facing issues that have to be fixed and required
rapidly minimize these limitations in order to pre-
pare for AEC in 2015, which will unite all of the
ASEAN markets to be a single market and that will
cause change to ASEAN SMEs.

According to Needle (2015), there are key
environmental variables including globalization
and regional economic integration that shape the
organization. The successful firms are those that
adapt to the key influences and achieve some
kind of best fit with their environment. Hence,
organizational adaptation is critical for an
organization to survive in external and competi-
tive environments. Organizational knowledge has
become a managerial priority and is considered
the basis for renewal and sustained competitive
advantage (Argote et al, 2003; Quinn, 1999).
Knowledge refers to what a person perceives, rec-
ognizes, identifies, or discovers from analyzing
data and information. The result of acquiring
more and better information and knowledge is
learning. Knowledge and learning give people the
ability to better understand and respond to the
economic environment in which they operate
(Gareth, 2007). Knowledge is also identified as the

most crucial organizational asset for maintaining a

competitive advantage (Carlucci et al., 2004). It is
recognized as the most important strategic asset
every organization has. It is very important to
identify, capture/acquire, share, reuse and un-
learn knowledge. According to Smith et al. (2007),
the process of capturing and transferring knowl-
edge is vital for organizations to maintain a com-
petitive advantage and instrumental for improving
organizational performance.

Attitudes represent the cluster of beliefs,
assessed feelings, and behavioral intentions to-
ward a person, object, or event. (Mcshane & Von
Glinow, 2013). An attitude includes three compo-
nents: an affect (a feeling), cognition (a thought or
belief), and behavior (an action). Attitudes can
help define how the situations are, as well as
define how ones behave toward the situation or
object. Although the feeling and belief compo-
nents of attitudes are internal to a person, it can
be view a person’s attitude from his or her result-
ing behavior. Attitude formation is a result of
learning, modeling others, and the direct experi-
ences with people and situations. Attitudes influ-
ence the decisions, guide the behavior, and im-
pact what people selectively remember. Attitudes
come in different strengths, and like most things
that are learned or influenced through experi-
ence, they can be measured and they can be
changed. Everyone has attitudes, both positive
and negative. Effective managers continuously
survey their employees so they can detect prob-
lem areas and implement the necessary mea-
sures for change (Pickens, 2005).

Allin all, the link between knowledge and
attitudes in examining transformational change is
demonstrated in several clusters of literature, pri-
marily in the fields of strategic management,
managerial and organizational cognition, and or-

ganizational studies. The coming ACE will not only
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unite the ASEAN market, strengthening competi-
tive capability of the member countries; it will
also expand the opportunity for trading and in-
vestment within the region. Nevertheless, eco-
nomic accumulation, which lowers trade barriers
to free production, service, and investment and
labor motilities, results in more intense competi-
tion. The changing market condition is unavoid-
able for domestic entrepreneurs. It is obvious that
the domestic entrepreneurs that will benefit from
AEC are those that understand and have positive
attitude toward the ACE. In addition, those that
are all set for the changing conditions will be able
to minimize the possible negative effects from
the AEC so that they can maximize the possible
benefits.

RESEARCH METHODOLOGY

Sample and Data Collection

This research was a cross-sectional, de-
scriptive study using a self-administered paper-
based survey that was conducted from January to
September 2014. The targeted population of the
study was: (i) SME entrepreneurs in Thailand and
(i) SME entrepreneurs in Vietnam. Both groups
were selected by using the non-probability sam-
pling method.

The targeted study population in Thailand
was registered SMEs in the Department of Indus-

trial Promotion database. The study samples

were selected through a dissemination of the
questionnaire to groups of SMEs attending events
and activities hosted by the Department of Indus-
trial Promotion during the period of study. The
information and database of the SMEs in Vietnam
were shared with the researcher through collabo-
ration with Ho Chi Minh City University of Tech-
nology. The head or executive director of relevant
agencies, units and organizations was contacted
by the researcher to ensure mutual understand-
ing of and proper contribution to the study. More-
over, a conference meeting was held to introduce
the study project and to request collaboration
from all the sectors in completing the question-
naire. To ensure the proper unit of analysis, the
questionnaires had to be completed by SME
owners or authorized managers from the compa-
nies on a voluntary basis.

Even though the data from the sample of
both countries was intentionally collected in
equal number, the completed questionnaires
which provided sufficient information for data
analysis were selected out of the total returned
questionnaires; 222 samples were collected from
Thailand and 192 samples from Vietnam. The de-
tail analyses of the demographic variables - legal
business registration form, type of business, value
of assets, year(s) of operation, and number of em-

ployee - are provided in Table 1.

22/12/2558 9:33:25 ‘ ‘



‘ ‘ knowledge, attitubes.indd 25

®

Journal of the Association of Researchers Vol.20 No.3 September - December 2015 25

Table 1. Sample descriptive statistics

Thailand Vietnam Total

Firm size (No. of respondents)
Small
Medium
Total

Business registration form
Company limited
Partnership
Others

Business sector
Porduction
Service
Trading
Others

Time of operations
Less than 5 years
5-10 years
11-20 years
More than 20 years

Revenue from international business

Less than 5%
5%-10%
11%-50%
More than 50%

121 (54.5%)
101 (45.5%)
222 (100.0%)

81 (42.2%) 202 (48.8%)
111 (57.8%) 212 (51.2%)
192 (100.0%) 414 (100.0%)

79.3% 63.5% 72.0%
11.3% 33.3% 21.5%

9.5% 3.1% 6.5%
49.5% 44.3% 47.1%
21.6% 9.9% 16.2%
18.5% 22.9% 20.5%
10.4% 22.9% 16.2%
32.4% 32.8% 32.6%
19.4% 36.5% 27.3%
17.1% 27.1% 21.7%
31.1% 3.6% 18.4%
43.7% 70.8% 56.3%
20.3% 14.6% 17.6%
16.7% 10.9% 14.0%
19.4% 3.6% 12.1%

Instrument Development and Measures

The questionnaire used in this study was
developed through an extensive review of avail-
able literature pertaining to knowledge, attitudes,
and organization adaptation of SMEs; e.g., previ-
ous studies, and other secondary data; such as
textbooks, research papers and academic journals
related to the AEC, the economic and business
sector in Thailand and Vietnam. The question-

naire consisted of four parts. Part 1 included gen-

eral information of demographic data of the sam-
pling SMEs. Part 2 comprised opinion questions
on the knowledges of and attitudes toward the
AEC. Knowledge questions were developed from
the AEC Blueprint (ASEAN, 2008) including 8-di-
mension measures; free flow of goods, free flow
of services, free flow of investment, freer flow of
capital, free flow of skilled labour, market oppor-
tunity expansion, sourcing of raw materials, and

infrastructure development. Attitude questions
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were developed and modified from the study by
Chutimavadee Thongjeen and Thitiworada Chai-
mungcheun (2013) including 3-dimension mea-
sures; affect, cognition, and behaviors. The Likert
scale of 5 levels was used from mostly agree (5
points) to mostly disagree (1 point). Part 3 asked
opinions on six dimensions (main strategy of orga-
nization, marketing of the firm, operation, human
resources, finance, and innovation) of the Survey
of Potentiality and Competitive Ability of SMEs
provided by the Department of Industrial Promo-
tion (2012) which were using 5-rating Likert scale
from mostly agree (5 points) to mostly disagree (1
point). A higher level of outcome in each dimen-
sion was indicated by a higher mean score. Final-
ly, the last part consisted of open-ended ques-
tions for respondents to give suggestions and
opinions.

Validity and Reliability

The questionnaire was evaluated for its va-
lidity and reliability following the details below:

1) Content Validity — The draft version of
the questionnaire was initially developed in Thai
and translated into English using standardized for-
ward—backward and reconciliation processes.
The questionnaire in Thai then was presented to
the research advisor and three experts in the area
to evaluate the validity of the content and the
use of language to ensure preciseness and accu-
racy. The readability, clarity and completion time
of the modified questionnaire were determined
among 30 purposively selected SMEs who were
eventually excluded from the data analysis for its
comprehensibility. The questionnaire finally was
translated into Vietnamese by an HCMUT quali-
fied translator and the same procedure was im-

plemented for testing the content validity.
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2) Reliability — The validation of the reli-
ability was conducted to test the reliability of the
statistics, and the questionnaire was later tried
out with 30 samples of the targeted population in
Thailand and Vietnam. The completed question-
naires were analyzed to score the reliability in
part 2 and 3 (which implemented a Likert scale)
containing questions on the attitude and readi-
ness of SMEs. The analyzed data from the previ-
ous “try out” questionnaire had been evaluated
for the reliability from its Cronbach’s alpha coef-
ficient indicated that the questions on the knowl-
edge, attitudes, and organizational preparation
were between 0.81-0.92 The outcome for the re-
search reliability for each dimension was between
1 though not less than 0.70, indicating the reli-
ability of the questionnaire (Hair et al., 1998).

Data analysis

The data collected were analyzed using
the Statistical Package for Social Sciences Soft-
ware (SPSS). Both descriptive and inferential sta-
tistics were applied for the data analyses. Descrip-
tive statistics were used to analyze and describe
the population of the study while inferential sta-
tistics were used to test the research hypothesis,
which was divided into 2 categories: (i) Indepen-
dent sample t-test was used to analyze the differ-
ence in the outcomes and other characteristics
for knowledge, attitude, and readiness of SMEs of
Thailand and Vietnam; (i) Pearson’s product-mo-
ment correlation coefficient was performed to
generate the correlation matrix; and (iii) Structural
equation modeling (SEM) was applied to test re-
search hypothesis and confirm the relationship
between the level of knowledge, attitudes, and
organizational adaptation. For the purpose of sta-
tistical testing, all tests were conducted at a .05

level of significance.
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RESULTS AND DISCUSSION

Results from the study

The results of the study on the knowledge,
attitude, and adaptation of SMEs in terms of en-
tering the AEC in Thailand and Vietnam indicated
that 222 completed questionnaires were collect-
ed from Thai SME owners consisting of 121 small
and 101 medium enterprises, and 192 completed
questionnaires were collected from the Vietnam-
ese SME owners, consisting of 81 small and 111
medium enterprises. The majority of SMEs were
registered as a company limited entity, represent-
ing 79.3 percent for Thailand and 63.5 percent for
Vietnam. Almost half of them were from the
manufacturing sector, representing 49.5 percent
for Thailand and 44.3 percent for Vietnam, while
the rest were from the service and retail sectors.
One-third of them had been operating their busi-
ness for less than 5 years, representing 32.4 per-
cent for Thailand and 32.8 percent for Vietnam.
Thirty-six point five percent of Vietnamese SMEs
had operated their business between 6-10 years
while 31.1 percent of the Thai SMEs had operated
their business for more than 20 years. The major-
ity of SMEs from both countries mainly relied on
domestic customers, and revenues generated
from outside the countries were less than 5 per-
cent of the firm’s total income. A summary of the
general information of the SMEs in Thailand and
Vietnam is included in Table 1, which provides
general information about the Thai and Vietnam-
ese SMEs owners that completed the question-
naire.

The results from the survey indicated that
Thai SME owners were rated to have a medium
level of outcome for knowledge, which repre-
sented 59 percent, while the Vietnamese SME
owners were rated to have a low and limited
level of knowledge of the AEC representing 11.5
percent and 50.0 percent respectively. Thai SMEs

®

were also rated to have a limited, low, and me-
dium level respectively on adaptation or prepara-
tion for the AEC representing 10.4 percent, 39.6
percent and 38.7 percent, while the Vietnamese
SMEs were rated to have 50.0 percent at a limited
level, 22.4 percent at a low level, and 20.3 per-
cent at a medium level, which was lower com-
pared to Thailand. The figures above show that
the SME owners in Thailand are ranked at a higher
level of adaptation and preparation compared to
those in Vietnam in terms of level and amount of
firms. However, only 10 percent of the SMEs from
both countries exhibited well adaptation and
preparation for the AEC.

The findings from the comparative study
on the knowledge, attitude, and adaptation of
SMEs to enter the AEC on the part of Thailand
and Vietnam using the independent sample t-test
showed that Thai SMEs has better knowledge of
the AEC in 8 different areas (free flow of goods,
free flow of services, free flow of investment, fre-
er movement of capital, mobility of professions,
market opportunity expansion, sourcing of raw
materials, and infrastructure development), which
were free flow of goods and services, liberaliza-
tion, market opportunities, and benefits of region-
al raw materials sourcing compared to Vietnam at
a statistical significance of 0.05. The results also
indicated that Thailand had a higher level of atti-
tude towards the AEC in all dimensions (affect,
cognition, and behavior) than those of Vietnam-
ese SMEs. Finally, in terms of organization adap-
tion and preparation, SMEs from Thailand had
better adapt their organizations to the AEC in the
areas of operations, finance, human resources
management, technology and innovation when
compared to Vietnam at a statistical significance
of 0.05. The comparison chart of all observed

variables is illustrated in Table 2.
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Table 2 Comparison of the knowledge, attitude, and adaptation of SMEs in Thailand and Vietnam

Thailand Vietnam p-value
Mean S.D. Mean S.D.

Variables Cronbach’s
alpha

Knowledge of the AEC
Free flow of goods 0.81
Free flow of services 0.84
Free flow of investment 0.75
Freer flow of capital 0.87
Free flow of skilled labours 0.83
Market opportunity expansion 0.87
Sourcing of raw materials 0.84
Infrastructure development 0.91

Attitude towards the AEC
Affect (feeling) 0.81
Cognition (thought or belief) 0.84
Behavior (action) 0.85

Organizational adaptation for the AEC

Main strategy of organization 0.88
Marketing of the firm 0.91
Operations 0.87
Human resources 0.87
Finance 0.88
Technology and innovation 0.88

3.42 0.77 3.03 1.10 0.000*
3.26 0.85 3.06 0.98 0.010*
3.29 0.87 2.99 1.03 0.056*
3.36 0.88 3.07 0.97 0.250
3.46 0.85 3.11 0.94 0.290
3.78 0.82 3.29 0.99 0.004*
3.49 0.67 3.00 0.97 0.001*
3.43 0.77 3.12 0.89 0.088
3.58 0.75 299 0.94 0.000*
3.62 0.75 298 0.93 0.010*
3.51 0.74 297 0.89 0.056*
3.54 0.68 3.31 0.82 0.127
3.37 0.70 3.19 0.72 0.258
3.38 0.72 3.27 0.58 .005%
3.30 0.79 3.25 0.60 .000*
3.24 0.81 3.25 0.58 .000*
3.32 0.80 3.24 0.60 .000%

* Statistically significant at the p<.05 level (2-tailed)

The results of the relation analysis among
the relevant variables on knowledge, attitude and
readiness using the Pearson’s product-moment
correlation coefficient indicated that the knowl-
edge factor had a positive outcome regarding the
attitude of SME owners at a high level (.817),

while the attitude factor had a positive outcome
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regarding the preparation of SME owners at a me-
dium level, and the correlation was significant at
0.446 and 0.422 respectively and the correlation
was significant at the 0.01 level. Table 3 analyses
means, standard deviations, and correlations be-

tween constructs used in this study.
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Table 3 Means, standard deviations,

and correlations among constructs

Observed variable Mean  S.D. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17

1.FlowGood 3.26 0.94 1

2.FlowService 3.19 0.91 .592%* 1

3.FlowInvestment 3.17 0.96 .580%* 760%* 1

4.FlowerCapital 3.25 0.93 .602%* 716** .760%* 1

5.FlowLabour 3.32 0.91 519%* 535%% 597+* 636%* 1

6.MarketExpansion 3.58 0.93 .598%* 595%* 579%* (43%% 617** 1

7.RMsourcing 3.29 0.84 .604%* 540%* 570%* 500%* 576%* 685%* 1

8.Infrastructure 3.32 0.84 .582%* 663%* 599%* 656%F 576%* 643%% 724%* 1

9. Affect 3.35 0.88 .SI1%* 520%% 528%* 560%% S41%% 667%% 698%* 685%* 1

10.Cognition 3.36 0.89 .602%* S8I** 560%* G178% 579%* 66TF* GO4** T40F* 772%* 1

11. Behavior 3.31 0.85 .557%* 582%* 563F* 506%F 569%* 676%* .600%* .668*F* 753** 727%* 1

12.MainStrategy 3.44 0.76 356%* 371%% 378%* 308%% 355%*F 434%x 4T7FF 435%% 458%F 503** 523+ 1

13.Marketing 3.29 072 248%% 3107 282%* 3178% 236%* 286%* 384%* 379%* 375%F 305kE 44%x  65]%% 1

14.Operations 3.34 0.67 .288%* 202%* Dg)%% 90k* DESkE p4kx 3ADkE J0Dkx 306 33FEE 350%*  530kx 7)kk 1

15.HR_Strategy 3.28 0.71 .198%* 206%* 205%* 258%*% 205%* 156%* 234%* 249%* D)3tk D72k DROFF 494rx S516%* 665%* 1

16.Finance 3.25 071 .182%% 204%% 195 200 157%% 0,091 189%* 184%* 1625 214%*F 216%F 400%* 503%% 621%* 689%* 1

17.Innovation 3.29 0.72 252%% 192%% D0I** 234%* 160%* 150%* 200%* 242%* 252 DQI¥F JISFF 454%* SGIFF 646%* 683F* 623** 1
** Correlation is significant at the 0.01 level (2-tailed).

One of the research hypotheses of this  variables, a structural equation model was built
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study is that there is a positive relationship of the
level of knowledge and positive attitudes on the
level of organizational adaptation and prepara-
tion to the changes from being the AEC. In order

to explore the causal relationships between these

Free Flow
of Good
659

Free Flow
of service 72
Free flow
of Investment 0
Freer flow 7T
of capital
Free flow 70
of labour 81
Market

expansion -80
Infrastructure
development

.89*

.82 b

Attitudo

.88

as a measurement model of the study and the
proposed hypothesis was then analyzed. The re-
sults of the model analysis are shown in Figure 1
and Table 4.

.23*

Strate
T2

.81
Adaptation 85
Human
X

Figure 1 Path diagram of SME’s knowledge, attitudes, and adapatation for the AEC Chi-square=
212.28, df = 107, x2/df = 1.98, CMIN/DF =1.984, GFI = 0.941, RMSEA = 0.049, *P<0.05
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The measurement model in Figure 1 was
tested in an a priori method in order to ensure
and improve the validation of the measures. The
overall fit measures obtained from a structural
equation analysis of the model were Chi-square
(X)=212.28, df = 107, x’/df = 1.98, 1.72CMIN/DF
=1.984, GFI = 0.941, RMSEA = 0.049. Based on
these results, the overall fit measures indicated a
good fit for this model. Therefore, the measure-
ment model is acceptable or the measurement

model has overall validity.

adaptation model accounts for the two anteced-
ent variables (knowledge and attitudes) at a sta-
tistically significant p-value of .05 level. This im-
plies that if the SME owners are learned in the
details of the impacts of the AEC, they are more
likely to adapt or prepare their firms to fit the
changing of business environment occurred by

the regional economic integration.

Table 4 Total (Effects), Direct (Effects), and Indirect Effects — Estimation of the Model

Dependent Independent Variable

Variable Effects Knowledge Attitude

Attitude DE 0.895*%
IE -
TE 0.895*
R’ 0.801

Adaptation DE 0.228* 0.370%
IE 0.331* -
TE 0.559* 0.370*
R? 0.520

*P<0.05

The SEM results obviously demonstrate Discussion

that SME owners’ knowledge of and attitudes to-
ward the AEC have positive relation to the organi-
zation adaptation. While the direct effect of
knowledge shows relatively low relation
(DE=0.228, p < .05) with the firm adaptation, the
total effects of knowledge of the AEC have highly
positive influences on organization adaptation
(TE=0.559, p < .05). Furthermore, as demonstrat-
ed in Table 4, the coefficient of determination

(R2) value showed that 52% of the organization

‘ ‘ knowledge, attitubes.indd 30

The results from the study on the AEC con-
stituents perceived by SME owners in Thailand
and Vietnam revealed that SME owners did not
have knowledge of the impacts of regional
economic integration that will occur after the
establishment of the AEC. Half of the SME owners
from Vietnam (from the research samples) did not
acknowledge basic information about the AEC,
even though the Secretary-General of ASEAN, H.E.
Le Luong Minh, is from Vietnam (2013-2017) (ASE-

22/12/2558 9:33:26 ‘ ‘



‘ ‘ knowledge, attitubes.indd 31

®

Journal of the Association of Researchers Vol.20 No.3 September - December 2015 21

AN, 2014c). The results also showed that the
SMEs in Thailand had a higher level of knowledge
of the AEC regulations compared to Vietnam in
five from eight different dimensions mentioned
above. This could be an outgrowth from the
Bangkok Declaration when Thailand registered as
one of the founding countries of the ASEAN Com-
munity in 1967 (ASEAN, 2014b) and has performed
a major role in establishing continuous collabora-
tion within the region to enhance its negotiation
power on the global stage as well as promoting
the AEC context to the public through media,
projects, and campaigns hosted by both govern-
ment and public sectors. On the other hand, Viet-
nam has not shown sufficient awareness and
readiness to promote or campaign knowledge
about the AEC to its people as the country just
joined ASEAN in 1995 (ASEAN, 2014b). However,
Vietnam will benefit more from the AEC than
Thailand especially being a production base for
large enterprises due to the lower minimum wage
and the greater number of people of working age.
In addition, the purchasing power of middle class
people in Vietnam is increasing continuously from
the country’s expanded economy. This has also
attracted foreign investors, and some Thai firms,
particular in labour-intensive industries, also have
considered moving their production bases to Viet-
nam after the Thai government increased the
minimum wage in 2012 (Thailand Board of Invest-
ment (BOI), 2013).

The results demonstrated in Table 2 show
that the mean of all dimensions (affect, cognition,
and behavior) of the attitude of the SMEs in Thai-
land are higher than those of Vietnam, demon-
strating that better knowledge of the AEC has a
significant influence on attitude according to
Delameter (2000). Hence, experience and acquisi-

tion of knowledge have an influence on attitude,

which could vary from time to time; for example,
a positive attitude resulted from satisfaction and
positive perception. The results from the survey
on firm’s strategies after the establishment of the
AEC in eight measured dimensions, which were
the organization’s core strategy, marketing, pro-
duction and service, human resources, finance,
technology and innovation also indicated that
Thai SMEs are better equipped compared to SMEs
in Vietnam. The company’s strategies were influ-
enced by the positive attitude of Thai SMEs to-
wards AEC establishment. An analysis from the
structural equation modelling also demonstrated
consistency and proved the above results, indi-
cating that attitude was significantly influenced by
the acquisition of knowledge (correlation coeffi-
cient was 0.89) and positive attitude influenced
the adaptation to SME owners (correlation coeffi-
cient was 0.37).

This research also cited a significant find-
ing—that only 10 percent of SMEs in both Thai-
land and Vietnam had sufficient adaptation and/
or preparation and were well equipped for the
AEC. This finding is consistent with the results
from previous research, which indicated that 90
percent of SMEs in Thailand and Vietnam were
considered to have only a medium and low level
of preparation towards the upcoming establish-
ment of the AEC in 2015 (Siriphattrasophon and
Saiyasopon, 2013) where the original plan had
been moved forward from 2020 according to an
agreement of the 2007 ASEAN Summit in Cebu
(Vu and Hartley, 2013).

This finding raised the issue of the appro-
priateness and effectiveness of policies to pro-
mote SMEs in ASEAN due to the different business
environment and capacity of SMEs in each coun-
try. For example, Thailand has established the

Office of Small and Medium Enterprises Promo-
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tion (OSMEP), which has operated as part of the
government since 2002, and its main responsibili-
ty is to develop policies and road maps to pro-
mote SMEs in the country. The OSMEP has issued
the 3rd road map to promote SMEs (B.E. 2555-
2559) in Thailand, where the plan is consistent
with the 11" National Economic and Social De-
velopment Plan (B.E. 2555-2559), the strategic
scheme of each ministry, as well as provincial
development plans (OSMEP, 2013). In addition,
there are other organizations that support the
promotion of Thai SMEs, such as the Board of
Investment Thailand (BOI), the Department of In-
dustrial Promotion (DIP), the Small and Medium
Enterprise Development Bank (SME Bank), the
Thai Credit Guarantee Corporation, and the De-
partment of International Trade Promotion. These
organizations provide specific support for SMEs.
However, Thai SMEs have faced some limitations
in order to develop their potentiality, such as a
low ability to access funds which consequently
has resulted in a low rate of technological imple-
mentation, and a lack of research development.
Moreover, Thai SMEs also have weaknesses, such
as a traditional management style, language barri-
ers, and lack of communication between enter-
prises and government organizations due to the
unofficial status of some businesses.

The Vietnamese government, in 2001, insti-
tuted a permanent committee called the Small
and Medium Enterprises Development Council
and has promoted it to the Agency of SME Devel-
opment (ASMED) under the Ministry of Planning
and Development. The Agency for SME Develop-
ment is responsible for issuing policies and help-
ing with the coordination among SME develop-
ment agencies within the country, for example,
SME promotion, business registration, domestic

investment, multi-country collaboration, as well

as personal capacity building (Ministry of Planning
and Investment, 2014). Furthermore, the Viet-
namese government also promotes SMEs at the
provincial level through the Provincial People’s
Committee and public sectors, such as the Viet-
nam Chamber of Commerce and Industry (VCCI),
the Union of Scientific and Technical Assistance,
the SME Association for Rural Trades, etc. Having
considered the current business situation in Viet-
nam in terms of market size, minimum wage, cost,
business and loan facilitation, the country can be
seen to have an advantage over other ASEAN na-
tions. If the problems with the transparency and
effectiveness of the government can be ad-
dressed, Vietnam will be ranked as one of the
most outstanding countries in the ASEAN region.

Even though a number of organizations
have been instituted to promote SME develop-
ment in both Thailand and Vietnam for more than
10 years, most of the SMEs do not have sufficient
business competitive capacity compared to the
large enterprises, which have advantages in terms
of funds, sales volume, market size, ability to ac-
cess information, implementation of innovation
and technology, and management and company
reputation, which could attract skilled labor
(O’Cass and Weerawardena, 2009). It is essential
for SMEs to learn and develop their capacity to
compete in the market. Each government must
also take a leading role in promoting its SMEs to
be able to survive in a high-intensity market by
providing in-depth information on the effects of
AEC establishment. The finding that most firms
still had low level of the firm readiness clearly
revealed that the government sector is still not
performing effectively even though the official es-
tablishment of the AEC is going to happen in
2015.

22/12/2558 9:33:26 ‘ ‘



‘ ‘ knowledge, attitubes.indd 33

®

Journal of the Association of Researchers Vol.20 No.3 September - December 2015 33

CONCLUSION AND RECOMMENDA-
TIONS

The ASEAN regional economic integration
for the official establishment of the AEC in 2015
will expand the business competitiveness of its
member countries and will open windows for
new business and investment within the region.
The economic integration will eliminate barriers
to promote free flow of goods, service, invest-
ment, funds and labor. However, this will increase
the competitiveness within the markets in the re-
gion. Business owners, especially SMEs that have
limited funds and access to sources of funds,
technology and innovation, skilled labors and the
ability to penetrate foreign markets, will be af-
fected by this change and must prepare them-
selves to adapt to the changing environment. The
purpose of this study was to survey the knowl-
edge, attitude and preparation of SMEs regarding
the establishment of the AEC, as preparation is
essential for business owners to survive the com-
petition, and to help them avoid negative impacts
to their firms.

The samples of the study were selected
from SMEs in Thailand and Vietnam. Thailand is
one of founding countries of ASEAN, while Viet-
nam joined the group in 1995. The analysis of the
relevant variables revealed that SMEs from Thai-
land have a higher level of knowledge about the
AEC compared to the SMEs from Vietham—
knowledge of the free flow of goods and services,
investment liberalization, expanded markets, and
the benefit of sourcing countries within the re-
gion, in particular. However, knowledge of the
free flow of funds and skilled labor, as well as the
infrastructure development of SMEs in both coun-
tries, was seen to be at an equivalent level. As a
result, the study showed that better acquisition

of knowledge resulted in a higher level of the at-

titude of Thai SMEs compared to those of Viet-
nam at a statistically-significant level. Moreover,
the study also showed that experience and
knowledge acquisition resulted in a positive rela-
tion to the attitude of SMEs towards the AEC. The
study also indicated that the SMEs in Thailand
and Vietnam have an equivalent level of prepara-
tion for the AEC regarding core and marketing
strategies, while Thai SMEs have better prepara-
tion regarding goods production, service, manage-
ment, human resources, and financial manage-
ment, including technology and innovation. The
analysis of the relation between attitude and the
level of preparation of the SMEs has a medium
correlated.

The AEC will benefit SMEs that are well-
prepared, even though they have several weak-
nesses compared to large business enterprises.
SMEs that have a lower level of preparation might
struggle in a highly-competitive market, where
goods can be manufactured by other competitors
at a lower cost, especially competitors from with-
in ASEAN. However, the advantage of SMEs could
be quick decision making, as most SMEs are man-
aged by owners, which allows more flexibility for
new business opportunities within the region, es-
pecially for the Economic Corridor Development
under ASEAN Connectivity, use of E-Commerce,
which is more affordable for helping with business
expansion. SMEs ought to frequently measure
their readiness to operate their business in order
to detect weaknesses, and to fill gaps and rapidly
improve their capacity to enter the AEC.

The government sector of each ASEAN
country is also taking a major role in promoting,
developing, and increasing the capacity of SMEs
by raising awareness of the AEC publicly. A num-
ber of countries have initiated organizations to

specifically work on the promotion of SMEs. How-
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ever, the study has demonstrated that the out-
comes of the supporting campaigns and activities
have not yet reached the expectations, which in-
dicates that most SMEs still lack knowledge about
the AEC, do not have a sufficiently-positive atti-
tude toward it, and are not sufficiently prepared.
In order to address these issues, the government
sector must focus more on the training of SME
owners regarding business and investment. This
will allow SME owners to obtain knowledge and
in-depth information from subject experts. Fur-
thermore, the government sector must aggres-
sively work on strategies to improve the country’s
business capacity, especially in the prioritized in-
dustries, as well as create networks to link SMEs
with larger enterprises. The ASEAN government
must promote collaboration between organiza-
tions such as the chambers of commerce and the
industrial councils in the ASEAN region, which
could be another key channel for facilitating and
reducing the risks for SME owners in operating
their business in particular countries. In addition,

the government must moderate complicated reg-

ulations as well as processes; promote a better
business environment, address corruption prob-
lems, set quality standards for goods and prod-
ucts sold in their countries in order to ensure the
health and safety of the people. The attempts of
the government sector in carrying forward policies
and regulations that will help SMEs to have prop-
er knowledge, attitudes, and preparation for the
upcoming AEC will not only create their capacity
and competitiveness, but also promote the
strength of the ASEAN economy on the global

competition.
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