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Abstract

This research aimed to investigate the awareness and preparation
of Small and Medium Enterprises (SMEs) in ASEAN Economic Community
(AEC) in the coming year 2015. The primary data was collected from
100 SMEs in Nakorn Pathom province, Thailand by questionnaire. The
characteristics of SMEs significantly affect the awareness and preparation
of AEC. The small businesses, the local customer businesses, and the
retailers have lowest score in both awareness and preparation. The
knowledge transfer and information support are urgently necessary for

these groups.
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Introduction

Small and Medium Enterprises (SMEs) are the businesses with
no more than 200 employees and 2 million baht in assets ($6.7 million
approximately). Until 2010, SMEs have created more than 10.5 million jobs
-three-fourths of Thai workforce (Office of Small and Medium Enterprises
Promotion, 2010). In 2011, the Gross Domestic Product (GDP) value of
SMEs was 3,859,587.6 million baht ($128,652.92 million approximately)
or 36.6% of the country’s GDP (Office of Small and Medium Enterprises
Promotion, 2012). In the coming year 2015, the ASEAN Economic
Community (AEC) will be put into action and affect all businesses not only
large companies, but also SMEs. The AEC aims to expand the economic
relationship of countries in ASEAN by focusing on business transaction
between the countries in the ASEAN Free Trade Areas (AFTA) (Jarunee
Thongpaiboonkit, 2012; Peter A. Petri et al., 2010; Theresa Maria and L.
Taguiang, 2009). According to the AEC blueprint, there are four main
missions as the following: (1) to become the one market, (2) to improve
the competitive advantage in global market, (3) to develop the economics
of member countries equally, and (4) to connect the ASEAN economics
to the global (Penchan Manawanitkul, 2011; Somkiet Treerattanapun,
2012). The coming of the AEC will be the important macro environmental
change affecting all businesses. For large enterprises, they always have
capability to research, plan, and develop themselves for this opportunity.
The questions that should be concerned are: Are SMEs ready for the AEC?
Is AEC an opportunity or a threat? With these questions, it is important to

investigate the awareness and preparation of SMEs in AEC.

Methodology

The research population was 504 SMEs in Nakorn Pathom
province, Thailand (The Federation of Thai Industries, 2012). The sample
size was set to be 100 businesses (Yamane, 1967), and sampling was
done by the simple random sampling method (Rovinelli and Hambleton,
1976). The questionnaire was written in Thai for convenience to collect

the primary data from SMEs. It was divided into three parts based on the
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research framework as shown in Figure 1. The first part focused on general
information of SMEs: size, main customer, and type of business. The
second part was for measure an awareness of AEC consisting details and
benefits of AEC. The third part was for measure a preparation of SMEs for
AEC including passive and active strategies. The details of an awareness
of AEC and a preparation of SMEs for AEC are respectively shown in
Table A-1 in the appendix.
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Figure 1: Research Framework

The questions in part I were designed in check-list format, while the
questions in part II and I1I were designed in five-point Likert scale format.
The index of Item Objective Congruence (IOC) and reliability analysis
with Cronbach’s alpha of the questionnaire was considered. The overall
Cronbach’s alpha of questionnaire was 0.978. The list of questions, the
reliability analysis, and the item loading results are shown in Table A-1 in
the appendix. The data collecting was done by various methods: walk-in,
telephone call, and fax. This generated a 100% respond rate. Percentage

was used to summarize the data for part [, while mean and 95% confidence

interval were used for part II and II1.
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The hypothesis was set based on the research framework as the following:

H1: Characteristics of SMEs affect awareness of AEC.

H2: Characteristics of SMEs affect preparation for AEC.

H3: Awareness of AEC affects preparation for AEC.

For hypotheses H1 and H2, one-way ANOVA was used for testing.
In case a significantly difference was found, Post-hoc analysis was done by
z-test. For hypothesis H3, correlation and regression were used to find the
relationship between awareness and preparation of AEC.

Results and Discussion

From the descriptive results in Table 1, most of the SMEs in Nakorn
Pathom province, Thailand are the medium businesses (80%) (Office of
Foreign Workers Administration, 2010) with the local customers (41%),
and most of them are manufacturers (56%). Figure 2 shows the main
sources of AEC information that SMEs receive: radio and television
(34%), newspaper (34%), and website (20%). Table 1 also shows the
normal levels of AEC awareness and preparation (3.19 + 0.17 and 2.91 +
0.17 respectively).
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Figure 2: The source of AEC information that SMEs receive.
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Table 1: General information of SMEs

Awareness of AEC  Preparartion for AEC

Size of business (depended on capital)

Small: <50 million Baht 20%  2.7240.42 2.46+0.48
(» $1.7 million)
Medium: 50-200 million Baht 80%  3.31+0.17 3.03+0.16

(» $1.7-6.7 million)

Main customers

Local customers 41%  2.77%0.25 2.56+0.24
National customers 32%  3.15+0.26 2.83+0.30
International customers 27%  3.89+0.22 3.45+0.20
Type of business
Manufaturer 56%  3.42+0.18 3.19+0.17
Service 11%  3.08+0.41 2.96+0.46
Wholesaler 10%  3.22+0.59 2.83+0.47
Retailer 23%  2.67+0.43 2.26+0.40
Overall SMEs 3.19+0.17 2.91+0.17

For hypothesis H1, one-way ANOVA is used and the results are
shown in Table 2. The differences in characteristic of SMEs affect aware-
ness of AEC significantly. The medium businesses have a higher score than
the small businesses (3.31 + 0.17 and 2.72+0.42) (Tatchawan Kanitphong,
2009; Thidarat Choksuchat, 2010). Considering the main customers, sig-
nificantly difference was found. From Post-hoc analysis, the businesses
with foreign customers have the highest score (3.89 + 0.22) (Office of
Small and Medium Enterprises Promotion, 2010). Moreover, the differ-
ence in business types also affects AEC awareness. The retailers have the
lowest score (2.67 = 0.43), and they are significantly different from the
other types (G. J. Hay and G. Castilla, 2006; Houben et al., 1999), while
the manufacturers have the highest score (3.42 + 0.18). These results sup-
port hypothesis H1.

For the hypothesis H2, the results in Table 2 show that the char-
acteristics of SMEs affect preparation for AEC significantly. The medium
businesses have a higher score than the small businesses (3.03 + 0.16 and
2.46 + 0.48 respectively). The businesses with foreign customers also have

the highest score (2.56 + 0.24). The manufacturers have the highest score
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(3.19 £ 0.17). The retailers also have the lowest score (2.26 + 0.40) and
significantly differ from other groups (G. J. Hay and G. Castilla, 2006;
Houben et al., 1999). The hypothesis H2 is supported by these results.
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To investigate the hypothesis H3, the correlation analysis between the
awareness of AEC and the preparation for AEC is done. The result shows
that the awareness of AEC significantly relates to the preparation for AEC
in every items. Therefore, the summarized score of the awareness of AEC
and the preparation for AEC are calculated for regression analysis. The
relationship between the awareness of AEC and the preparation for AEC
is shown in Figure 3. The correlation of summarized awareness of AEC
and summarized preparation for AEC is found to be 0.891 at significant
level of 0.01. This result supports hypothesis H3. Figure 3 shows the effect
of AEC awareness on the preparation. The simple regression equation is
found to be:

P =0.1125 + 0.8769*** 4, (R* = 0.794) (1)

The variable A is the AEC awareness score, P is the preparation for
AEC, and *** means the statistical significant at the level 0.01. Finally, the
awareness of AEC and the preparation for AEC are presented separately
based on the characteristics of SMEs as shown in Figure 4. The small
businesses, the local customer businesses, and the retailers have low level
in the AEC awareness, therefore, they have low level in the preparation for

AEC as well. g

P=0.1125+0.8769 A
R =(.7942 o &

.
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Figure 3: Correlation between Awareness (A) and Preparation (P) of
SMEs in the ASEAN Economic Community (AEC)
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Figure 4: The awareness and preparation of SMEs in the ASEAN Eco-
nomic Community (AEC)
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Conclusion

The characteristics of SMEs in Nakorn Pathom, Thailand
significantly affect the AEC awareness and the preparation for
AEC. The businesses with international customers have high score
in both. However, the small businesses, the local customer busi-
nesses, and the retailers have lowest score. The knowledge transfer
and information support are urgently necessary for these groups
because the AEC is coming in the year 2015. The high level in
awareness can improve the preparation level significantly. This is
importance for SMEs in Thailand.
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Appendix
There is the list of questions in part I and III - Awareness
in AEC, and Strategic preparation. These also show the reliability

analysis results.

Table A-1: Awareness and strategic preparation
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