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ABSTRACT

This article is quantitative research which aims to explore the factors influencing competitive performance of small firms using the Internet in
Northeastern Thailand. The interview was conducted with 285 small firms that use the Internet. They were selected by stratified random sampling,
which have fewer than 10 employees and have run the business for more than 1 year. Descriptive statistics are employed for data analysis in order to
explain the characteristics of the sample group by frequency, percentage, average, standard deviation, and maximum and minimum values. Besides,
interpretation of competitive performance of small firms is done with the 5-level criteria, from the least to the most. Also, inferential statistics are
used to test the hypothesis about the factors affecting competitive performance of small firms with the Internet according to the study. Standardized
coefficient of regression: B is used with the level of significance at 0.05 and R-square value from regression line in order to tell about variation of
competitive performance of small firms with the Internet (dependent variable) influenced by independent variables, including (1) structure of small
firms, (2) use of the Internet, and (3) external surroundings of small firms.

Keywords: Small Firms, Competitive Performance, Using the Internet, Northeastern Thailand

JEL Classification: L25

1. INTRODUCTION

Small firms play an important role in economic and social
development of the Country. This significantly results in economic
growth from the local level to the global level (Shideler and
Badasyan, 2012; Banks, 2013). Most small firms have fewer than
10 employees (Schaper, 2006; Jones and Rowley, 2009; Rigg and
Promphakping, 2014). In developed countries, there are more than
90% of small firms (Schaper and Volery, 2007), whereas there are
more than 95% of small firms in developing countries. These are
substantially important in innovation and economic growth. In
both Thailand and the United States, they are similarly outstanding
(Paulson, 2004), for example, OECD (2008) data provide that
small firms have 60-70% employment or 55% of GDP. In the
United States, there is 50% employment or 38% of GDP, while
Thailand has 60% employment or 50% of GDP (Rochaa, 2012).
The data indicate that small firms are the small unit which plays
a significant role in almost all countries’ development.

From the literature review, it shows the conditions related to
competitive performance of other kinds of businesses, especially the
use of information and communication technology of most firms,
the Internet (Simpson and Paula, 1997; Berisha, 2009). This enables
small firms to run their new businesses and services; they access new
markets and make more value added for customers. Also, customers
gain profits from the service which provides low cost in trade and
easy deal in social network (Srinuan, 2013). Moreover, sufficient
evidence proves that the Internet has an influence on competitive
performance of firms. For instance, the study in the United States
indicates that it affects an increase of labor productivity for 5%
(Atrostic et al., 2004); in Finland, the product growth changes
between 8§ and 18% (Maliranta and Nurmi, 2004); in Canada there
is an increase of product and market share (Baldwin and Wulong,
2004); in England, there is positive importance with labor and factors
of production (Clayton et al., 2004). For Thailand, in 2016 the use
of the internet for making income is 35.27% average; the northeast
has the most of 41.27%, and when small firms use the Internet up
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to 80.54%, it results in more different uses and finally sustainably
competitive performance (Zheng et al., 2006; Ashurst et al., 2012).
The relation of the internet use and competitive performance
depends on resource-based view (RBV) (Barney, 2001; Tarafdar
and Gordon, 2007) which is valuable and inimitable (Hitt et al.,
2011; Wowak et al.,2013), able to be used in complex situations
to respond to quicker services (Bitner et al., 2000; Rust and Miu,
2006). The result shows that basic resource condition, such as the
Internet use by small firms, enhances competitive performance and
leads to success of business. Thus, small firms that use the Internet
are an interesting target, in accordance with the rocketing statistics
of small firms using the Internet in running their businesses, both
in central and regional sectors.

From the phenomenon and concepts mentioned earlier, the
researcher believes that small firms that use the Internet in Thailand
are likely to have different levels of competitive performance
because of different factor influences, internal structures, the
Internet uses, and external surroundings in business. These help
the researcher develop approaches or methods of enhancing
competitive performance of small firms, mostly in the northeast
of Thailand (NSO, 2012), to suit the real situations more.

2. CONCEPTUAL FRAMEWORK

Conceptual framework of quantitative research is synthesized
from related theories and studies as well as qualitative research.
The details are as follows:

2.1. Independent Variables

1. Independent variable of small firm structure gains the
concept from the theory of the firm by Grant (1996) who
gave the importance to ownership of the firm and literature
review with 3 factors, including (1) the owner factor with 5
variables: Ownership, gender of the owner, age, education, and

Table 1: Independent variables in quantitative research

experience, (2) characteristic of the owner with 3 variables:
Types of business, length of business, and employees, and (3)
ability to run the business with 2 variables: Supplementary
business and capital (Table 1).

2. Use of the Internet is developed from awareness of business
resource use and ability considered important to competitive
performance (Barney, 1991; Amit and Schoemaker, 1993).
RBYV theory of business has the hypothesis stating that
resources of factor stock have the owner or are occupied
by entrepreneur (Amit and Schoemaker, 1993), including
4 factors: Valuable, rare, inimitable and non-substitutable
(Newbert, 2008). However, there is the study showing that
small firms can use the resources and ability by using 2
factors; valuable and rare, and succeed in competitiveness,
leading to an increase of short-term competitive performance
(Barney, 1991). Most firms use the Internet as the information
and communication technology (Simpson and Paula, 1997,
Berisha, 2009); therefore, the Internet is valuable to business
running, and it shows the synthesis of the Internet use factors
with 3 variables (Table 1).

3. External surrounding is gained from literature review and
related studies. There are 2 external factors, including (1) access
to the Internet (provider) and (2) effects to business running
with 3 variables: Support from the Government, business
competitors, and customers and business network (Table 1).

2.2. Dependent Variables

Dependent variables are competitive performance which means
the result of management of resource happening or existing in the
particular period of time to run the business well according to the
satisfying criteria. These variables are gained from literature review,
the concept of competitive performance APP (Ambastha and
Momaya, 2004), and the concept of economies of scale (Besanko
et al., 2010) with 3 competitive performances of small firms,
including resource, ability to operate, and achievement (Figure 1).
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3. METHODS

3.1. Unit of Analysis

The unit of analysis used in quantitative research is organizations,
small firms founded legally as both cooperation and partnership
which is and is not legal person. The firms have fewer than 10
employees each, operate the business for more than 1 year, have
installed the Broadband Internet used for more than 1 year, and
have been located in the Northeast. The owner, a business partner,
a manager, a managing director, or a manager who is in charge of
administration in the organization is the informant.

3.2. Sample Group

Sample size in the research in social science and business
administration can be calculated from the rules of multivariate
analysis. The least number of sample sizes is 10 for 1 independent
variable (Hair et al., 2010). In this research, the total number of
variables is 17; thus, the researcher decided to use the criteria
to estimate the sample group appropriately. In other words, the
ratio of sample group is 17 small firms to 1 independent variable.
Therefore, the size of the sample group in this quantitative research
is approximately 285 small firms.

Sampling design in order to make the sample group the best
representative is done by multi-stage sampling. The Northeastern
provinces are divided into the upper and the lower provinces
before randomizing each group for 1 province per group to be the
representatives. Then, the representatives are used to randomize
for small firms in the percentage of the number of small firms
using the Internet in the provinces. The result is that the upper
province at random is Khonkaen and the lower province is Ubon
Ratchathani. According to the data gained from Office of Small
and Medium Enterprise Promotion (OSMEP), OSMEP (2013),
the number of small firms in Khonkaen province and in Ubon
Ratchathani were 79, 144 51, 486 firms, respectively. Thus, the
data collection in Khonkaen is 62% of all chosen small firms while
in Ubon Ratchathani is 38% of all selected small firms.

3.3. Data Analysis

Descriptive statistics and inferential statistics are employed
to analyze the data with the Statistical Package for the Social
Sciences. The details are as follows:

3.3.1. Descriptive statistics

The primary data from the interview are brought to be analyzed
and explained the characteristics of the sample group with the
statistics, including frequency, percentage, average, standard
division, maximum and minimum values, and interpretation of
performance level of firms. The criteria are as follows:

The criteria for interpreting the performance of firms include 5
levels.

Fewer than 1.49 scores Means The fewest
1.50-2.49 scores Means Few
2.50-3.49 scores Means Medium
3.50-4.49 scores Means Many

4.50 and over Means The most

3.3.2. Inferential statistics

Multiple Regression Analysis is used to test the hypothesis of
factors influencing competitive performance of small firms using
the Internet according the conceptual framework. The researcher
employs the Unstandardized Coefficient of Regression: b and
Standardized Coefficient of Regression:  with the significant
level at 0.05 and R-square value gained from regression equation
to judge variation of variables of competitive performance of small
firms using the Internet (dependent variable) which is influenced
by 3 independent variables: Structure of small firms, use of the
Internet, and external surroundings of small firms.

4. RESULTS

The Structure of firm, use of the Internet by small firms, and
external surroundings factors probably influence competitive
performance of small firms. The result of hypothesis test is:

1) There are 6 factors influencing competitive performance of
small firms statistically significantly at 0.05. 1 factor comes
from the structure of firm which is the number of employees,
2 factors come from use of the Internet of firm which are the
Internet use resource and the Internet use management, and 3
factors come from external surroundings including the Internet
provider, enhancement and support from the Government, and
support from customers and networks (Table 2).

2) There are 12 factors not influencing competitive performance
of small firms statistically significantly at 0.05. 10 factors
come from the structure of firm, including (1) ownership,
(2) female gender, (3) age of owner, (4) education level, (5)
experience of owner, (6) store business, (7) service business,
(8) supplementary business, (9) length of business operation,
and (10) the number of fund sources. 1 factor comes from use
of the Internet which is ability to use the Internet, and 1 factor
comes from external surroundings: Business competitors
(Table 2).

It is also found that all factors in the model of research hypothesis
can explain the variation of competitive performance of small firms
at 53.4% (R* adjust = 0.534) and have standard error measurement
in estimating the model at 17.43 (SEE = 17.43) (Table 2).

The overall picture and each aspect of factors influencing

competitive performance of small firms gained from testing the

3 groups of factors, including the structure of firm, use of the

Internet, and external surroundings show that:

1) The factors that influence competitive performance of small
firms in overall picture include the number of employees, the
internet use resource, use of the Internet, the internet provider,
enhancement and support from the Government, and support
from customers and networks (Table 3).

2) The factors that influence competitive performance of
small firms in the resource aspect include the number
of employees, the Internet use resource, the Internet use
management, enhancement and support from the Government,
customers, and business networks (Table 3).

3) The factors that influence competitive performance of small
firms in the ability to operate business include the number
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Table 2: Factors influencing competitive performance of
small firms

Owner 2.171 0.039 0.787 0.432
Female 3.781 0.076 1.728 0.085
Age 0.045 0.020 0.327 0.744
Bachelor above 1.140 0.023 0.504 0.615
Experince 0.198 0.065 0.802 0.423
Shop —2.656 —0.050 —0.805 0.421
Service —4.086 —0.083 —1.341 0.181
Minor business 3.203 0.043 0.969 0.334
Number_staff 1.873 0.146 2.695 0.007
Firm_time —0.352 —0.143 -1.971 0.050
Budget source —2.889 —0.054 -1.132 0.259
It resource sum 2.054 0.345 4.657 0.000
It skill sum 0.171 0.059 0.686 0.493
It manage sum 0.431 0.163 2.067 0.040
Ext isp sum 0.982 0.173 2911 0.004
Ext_govsup_sum —1.546 -0.176 —3.773 0.000
Ext compet sum 0.160 0.031 0.638 0.524
Ext_netwk_sum 0.854 0.138 2.751 0.006

R=0.731, R*=0.534, R? adjust=0.502, SEE=17.43

Table 3: The overall picture and each aspect of factors
influencing competitive performance of small firms

x1_position 0.039 0.031 0.002 0.069
x2_gender 0.076 0.111* 0.057 0.048
x3_age 0.020 0.004 0.035 0.012
x4_education 0.023 0.067 —0.026 0.029
x5 _experience 0.065 0.046 0.091 0.037
x6_1 shop —0.050 —0.041 —0.033  —0.060
x6_2 service —0.083 —0.063 —0.063  —0.093
x7_minor_business 0.043 —0.006 —-0.014 0.119*
x8 number_staff 0.146** 0.143* 0.129* 0.126
x9_firm_time -0.143  —-0.188*  —-0.141  —0.075
x10_budget source —0.054 —0.025 —0.083 —0.034
x11_it resource 0.345%*%  0.327**%  0.305%*  0.304**
x12_ it skill 0.059 —0.047 0.000 0.175
x13_ it manage 0.163* 0.053 0.355%* 0.022
x14 ext isp_sum 0.173**  0.295%* 0.067 0.138%*
x15 ext govsup sum —0.176** —0.153** —0.145%* —0.176**
x16_ext compet sum  0.031 0.101 0.007 —0.007
x17_ext_netwk sum  0.138*%* 0.095 0.106%  0.163**

*Significant <0.05, **Significant <0.01, Y_total means competitive performance of
small firm in the overall picture, Y_res means competitive performance in the resource
aspect, Y_man means competitive performance in the ability to operate business, Y_out
means competitive performance in the achievement of business operation

of employees, the Internet use resource, the Internet use
management, enhancement and support from the Government,
customers, and business networks (Table 3).

4) The factors that influence competitive performance of small
firms in the achievement of business operation include
supplementary business, the number of employees, the
Internet use resource, the Internet provider, enhancement
and support from the Government, customers, and business
networks (Table 3).

The factors influencing competitive performance of small firms
in the overall picture are from testing the 3 groups of factors
separately: Components of the structure of firm, components of
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the Internet use, and components of external surroundings. It is

found that:

1) The components of the structure of firm that influence
competitive performance of small firms in the overall picture
include service business, the number of employee, the length
of business operation (Table 4).

2) The components of the Internet use that affect competitive
performance of small firms in the overall picture include
the Internet use resource and the ability to use the Internet
(Table 4).

3) The components of the external surroundings influencing
competitive performance of small firms in the overall picture
include the Internet provider, enhancement and support from
the Government, customers, and business networks (Table 4).

5. CONCLUSION

The conclusion of the factors influencing competitive performance
of small firms using the Internet in the northeast of Thailand can
be divided into 3 groups: Positive effect, negative effect, and no
effect as shown the following details.

There are 9 factors affecting competitive performance positively,
including (1) the female owner, (2) business type, (3) supplementary
business, (4) the number of employees, (5) the Internet use
resource, (6) ability to use the Internet, (7) the Internet use
management, (8) the Internet provider, and (9) customers and
business networks. The components of the factors that provide
positive effects can be concluded as follows:

1) The female owner positively affects competitive performance
in resource, including capital, employees, materials, and the
firm’s location. 57.2% of the female owners pay attention to
details in both quantity and quality of the firms’ resources; it
is confirmed by the qualitative study that females can tell the
details of products and services as well as the background of
the firms more thoroughly. This characteristic of the owner
will lead to strength and safety of property or resource in the
business.

2) The business type, the service business which accounts for
44.9%, gives positive effects to competitive performance in
the ability to operate the business, including the ability to
manage, to build good relation with related persons, to pay
attention to keeping the good service, to follow up and solve
the problems of after-sales service.

3) 12.3% of supplementary business provides positive impacts
to competitive performance in the achievement of business
operation, including products and services, profits, customers,
employees and employment, and additional income. While
87.7% of small firms have potential to compete with others,
they tend to have supplementary businesses in order to reduce
a financial risk of the firm; having several businesses at the
same time can divide risks, according to a qualitative study.

4) Small firms with only 1-2 employees account for 50%,
resulting in positive effect to competitive performance. It
can be concluded that the more employees the firms have,
the stronger aspects the firms gain.

5) The Internet use resource gives positive impact to competitive
performance. Using the Internet for business requires
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Figure 1: Conceptual framework

Independent Variables

Factors of Structure of
small firms

owner
gender of owner
age

education
experience

type of business
length of business
operation
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supplementary
business

10. capital
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Use of the Internet
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use

Dependent Variables

Competitive
performance of small
firms using the Internet
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Thailand
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1. Internet provider

2. Support from the
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\ 4

- resource
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Table 4: Factors in each group influencing competitive

performance of small firms in the overall picture

x1_position 0.039 —0.030
x2_gender 0.076 0.043

x3_age 0.020 —0.073
x4_education 0.023 0.011
x5_experience 0.065 0.074

x6_1 shop —0.050 0.003

x6_2 service —0.083 0.157*
x7_minor_business 0.043 —-0.029
x8_number_staff 0.146%*  0.368**

x9 firm time —0.143  —0.193*
x10_budget source —0.054 —0.028
x11_it_resource 0.345%%* 0.419%*
x12_ it skill 0.059 0.175%*
x13_ it manage 0.163* 0.120
x14 ext isp_sum 0.173%%*

x15 ext govsup sum  —0.176%*

x16_ext compet sum 0.031

x17_ext_netwk sum 0.138%*

0.466**
—0.132%*
—0.058
0.258%%*

*Significant <0.05, **Significant <0.01

6)

7)

8)

9)

connecting materials and the Internet network to be the
important parts. The more intelligent it is, the stronger the
firms become.

The ability to use the Internet positively affects competitive
performance, specifically in case of paying attention to the
Internet use only. In other words, skills and knowledge to use
the Internet are not barriers to use the Internet, making small
firms able to run their businesses by using the Internet as a tool.
The internet use management provides positive impact to
competitive performance. It can be seen that when the Internet
is applied to activities in business operation, small firms
become stronger in every aspect.

The Internet provider positively influences competitive
performance. When the level of support or help from the
internet service provider () for the Internet use by small firms
increases, it reduces cost and length of time, making it possible
for small firms to operate their business more rapidly and
strongly in every aspect.

Customers and business networks positively affects
competitive performance. The level of support or help by
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customers and business networks which is complex will
enhance with more effective administration (Ritter, 2004),
leading small firms to have more strength in every aspect.

There are 2 groups influencing competitive performance

negatively. First, length of business operation, and second,

enhancement and support from the Government. It can be
summarized as follows:

1) The length of business operation negatively affects competitive
performance in resources, in case of testing the structure of
firm and competitive performance in resource only. It is found
that when the time is longer while the structure of firm has the
same number of resources, it feels that the value of resources
decreases, leading to a decline of competitive performance.
The solution when testing more length of business operation
with an increase of competitive performance in every aspect,
or even management and result of operation, it reflects the fact
that the length of business operation does not have statistical
significance. Therefore, more using the existing resources to
achieve the most benefit is an approach to enhance competitive
performance in the resource aspect.

2) Enhancement and support from the Government negatively
affect almost all tests of competitive performance, reflecting
the fact that the Government is not the significant mechanism
in helping and supporting, instead it is the inspector who
controls business operation of small firms. According to
the qualitative research, small firms divide the Government
officers into 2 groups: (1) Those who enhance and support
them — the officers who give them a permit to operate the
business, who give them knowledge about their business
types, and (2) those who control and inspect them such as
tax controllers, the officers who collect fees, regulators, and
inspectors. Therefore, it can be concluded that the Government
officers in Group 2 play a significantly important role while
Group 1 does not have a clear role. A solution to this is that
there should be recommendation for the Government to pay
attention to small firms, making it do their duty efficiently.
Meanwhile, Group 2 should work properly according to the
law amended. These will be the means to increase competitive
performance of small firms by aid and support from the
Government, changing from the decreasing trend to the
increasing trend.

There are 7 factors which do not impact competitive performance,
including (1) ownership, (2) age of the owner, (3) the owner’s
education level, (4) the owner’s experience, (5) selling (business
type), (6) fund sources, and (7) business competitors. From the
literature review and qualitative research, these factors are likely
to affect competitive performance; however, when studied with
this quantitative research, making it generalized to be confirmed
by small firms, it is found that there is no generalization. Thus,
these factors probably influence specific small firms in qualitative
research and study on other contexts.
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