
ANALYSIS OF THE IMPACT OF COVID-19 ON MICRO, SMALL AND MEDIUM-
SIZED ENTERPRISES (MSMES) IN THAILAND 

FROM COMPETITION POLICY AND MARKET ACCESS PERSPECTIVES

TEERAWAT CHAROENRAT, 
Khon Kaen University, Nong Khai Campus, Thailand

CHARLES HARVIE
University of Wollongong, Wollongong, Australia

UNCTAD, OTCC, CEISDA, CCABES



Structure of the Report

2

❑Chapter 1: National overview and context

❑Chapter 2: MSME survey

❑Chapter 3: MSME case studies

❑Chapter 4: Conclusions and recommendations



3

Chapter 1: National overview and context



Chapter 1: National overview and context

4

1.1  Introduction – pre Covid-19 role and contribution of MSMEs to the Thai economy
1.2  How competitive are Thai MSMEs – and efficiency analysis and key challenges
1.3  MSME policy context
1.4  Literature review 

1.4.1  Firm age
1.4.2  Firm size
1.4.3  Firm location 
1.4.4  Foreign investment 

1.4.5   Exports 
1.4.6  Government assistance

1.5  Methodology – measuring the technical efficiency performance of Thai manufacturing  MSMEs
1.6  The analytical model
1.7  Preliminary results

1.7.1 Empirical results
1.7.2 Estimation results for input elasticities, gamma parameters, and technical efficiency (first stage)
1.7.3 Estimation results from the technical inefficiency effects model (second stage)

1.8   Summary and conclusions



Chapter 1: National overview and context

5

❑ This section conducts a brief overview of this contribution 

with a focus on the period from 2015 to 2019 and

❑ its preparedness to address Covid-19 related challenges 

from 2020. 



Chapter 1: National overview and context
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• 1.1 Introduction
MSMEs are the backbone of the Thai economy.
• Represent more than 99 percent of total enterprises.
• Employ more than 73 percent of total workers
• Contribute about 38 percent of total GDP (Office of Small and Medium Enterprises Promotion                 

(OSMEP), 2015-2020).

Thai Manufacturing MSMEs are important (OSMEP, 2015-2020): 
• Business Establishment > 30% of total enterprises
• Employment > 38% of total employment 
• Direct export = 30% of total export



Definition of Thai Manufacturing MSMEs 
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Sectors Number of Employees 

(Workers)

Annual Income

(THB, Million)

1. Manufacturing

1.1 Micro enterprises 

1.2 Small enterprises

1.3 Medium enterprises

≤ 5

≤ 50

51-200

≤ 1.8

≤ 100

100-500

Source: OSMEP (2020) 



Thai MSMEs face a number of disadvantages
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❑ Access to finance 

❑ A lack of management and marketing skills

❑ Lack of innovation and information technology (IT) skills

❑ Inadequate skilled labour and government regulations

❑ Poor competitiveness in global market

❑ Lack of entrepreneurial skills (UNCTAD, 2010; Yuhua, 2014; Charoenrat and 

Harvie, 2017a; OSMEP, 2019; Charoenrat and Pholphirul, 2020; ADB, 2018)



Objectives of the Chapter 1
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❑ Estimate the efficiency performance of Thai manufacturing MSMEs at the 
national level in 2 categories: 

❑ by aggregate manufacturing MSMEs
❑ by sub-manufacturing sectors classified by the Standard International Trade 

Classification (SITC): Revision 4
❑ Examine possible firm-specific factors that could affect technical 

inefficiency in the above categories. 
❑ Identify plans and policies to improve the performance of Thailand’s 

manufacturing MSMEs



Standard International Trade Classification (SITC) Revision
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1. SITC 0: Food and live animals
2. SITC 1: Beverages and tobacco
3. SITC 2: Crude materials, inedible, except fuels
4. SITC 3: Mineral fuels, lubricants (Insignificant results)
5. SITC 4: Animal and vegetable oils (does not include)
6. SITC 5: Chemicals and related products, n.e.s.
7. SITC 6: Manufactured goods classified chiefly by material
8. SITC 7: Machinery and transport equipment
9. SITC 8: Miscellaneous manufactured articles.



Thai MSME policy context
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1. The First SME Promotion Plan (2002-2006) aimed to: enhance the efficiency and 
capacity of SMEs by means of creating a business environment.

2. The Second SME Promotion Plan (2007-2011) aimed to enable SMEs that would grow 
with continuity, strength, and sustainability in terms of knowledge and skills. 

3. The Third SME Promotion Plan (2012-2016) aimed to enhance SME high growth sectors 
to grow and lead in the industrial groups and rapidly create linkages and enter the 
international market.

4. The Fourth MSME Promotion Plan (2017-2022) aimed to enable MSMEs that would grow 
with continuity, strength, and sustainability in terms of knowledge and skills. 



Methodology
• Stochastic Frontier Analysis (SFA) is a parametric approach that knows production functional 

form. 

• The advantages of SFA approach are:

• SFA can be used to simultaneously estimate firm technical efficiency and a technical 
inefficiency effects model

• Hypothesis can be tested with statistical rigour, and relationships between inputs and output.

• It estimates the ‘best practice’ technology upon the concept of the production function 
(Coelli et al., 2005; Walheer and He, 2020; Idowu et al., 2019; Taib et al., 2018).

• The SFA is preferable in this study.



Definition of Technical Efficiency
• The performance of a firm can be measured in terms of overall economic efficiency (Duong, 

2016; Essmui et al., 2013; Charoenrat and Harvie, 2014; Idowu et al., 2019; Kostlivý and Fuksová, 

2019).

• Technical Efficiency is an ability of the firm to obtain the maximum output from a given set of 

inputs.

• Allocative efficiency is the firm’s ability to utilise inputs in optimal proportions given their 

respective prices.



Data and Key Variables
•This study employs cross-sectional firm-level data obtained from the 2017 

industrial census, compiled by the National Statistical Office (NSO) of 
Thailand.

•The total number of manufacturing MSMEs is 54,895.
• Value added = the value of gross output minus intermediate consumption.
• Labour = the number of workers 
• Capital = the net value of fixed assets after deducting the depreciation, include:

• land, buildings, construction, machinery and equipment
•vehicles, office appliances and software. 

( )iY

( )iL
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A Technical Inefficiency Effects Model (Firm-specific Factors) 

(2) 

• Where: 

• 𝐹𝑖𝑟𝑚 𝐴𝑔𝑒𝑖 = age of firm 𝑖, represented by operating years;

• 𝐹𝑖𝑟𝑚 𝑆𝑖𝑧𝑒𝑖 = size of firm I , represented by the number of workers;

• 𝐹𝑖𝑟𝑚 𝐿𝑜𝑐𝑎𝑡𝑖𝑜𝑛𝑖 = 1 if firm 𝑖 is located in a Central region; = 0 otherwise;

• 𝐹𝑜𝑟𝑒𝑖𝑔𝑛 𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡 𝑖 = 1 if firm 𝑖 has foreign investment; = 0, otherwise;

• 𝐸𝑥𝑝𝑜𝑟𝑡𝑠𝑖 = 1 if firm 𝑖 exports to foreign markets, =   0 otherwise;

• 𝐺𝑜𝑣𝑒𝑟𝑛𝑚𝑒𝑛𝑡 𝑎𝑠𝑠𝑖𝑠𝑡𝑎𝑛𝑐𝑒𝑖 = 1 if firm 𝑖 obtains government assistance; = 0 otherwise;

• 𝛿𝑖 = a vector of unknown parameters to be estimated.

i  = 𝛿0
+ 𝛿1𝐹𝑖𝑟𝑚 𝐴𝑔𝑒𝑖 + 𝛿2𝐹𝑖𝑟𝑚 𝑆𝑖𝑧𝑒𝑖 + 𝛿3 𝐹𝑖𝑟𝑚 𝐿𝑜𝑐𝑎𝑡𝑖𝑜𝑛𝑖 +

 𝛿4𝐹𝑜𝑟𝑒𝑖𝑔𝑛 𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑡𝑛𝑖  + 𝛿5𝐸𝑥𝑝𝑜𝑟𝑡𝑠𝑖 +  𝛿6𝐺𝑜𝑣𝑒𝑟𝑛𝑚𝑒𝑛𝑡 𝐴𝑠𝑠𝑖𝑠𝑡𝑎𝑛𝑐𝑒𝑖       



Firm-specific Factors from Literature Review

•1. Firm age has a positive impact upon TE (Gamtessa, 2014; Duong, 2016; Hossain and 
Majumder, 2018). 

•2. Firm size has a positive association with Technical Efficiency (TE) (Sriboonlue and 
Puangpronpitag, 2019; Charoenrat and Harvie, 2019; Sharma and Kautish, 2019). 

•On the other hand, firm size can have a negative effect on TE (Phan, 2004; Le and 
Harvie, 2010). 

•3. Firm location has a positive impact on TE (Sriboonlue and Puangpronpitag, 2019; 
Charoenrat and Harvie, 2019). 



Firm-specific Factors from Literature Review

•4. Foreign ownership or investment  has a positive impact on TE (Mengui, Oh 
and Lee, 2019; Charoenrat and Harvie, 2019). Technological upgrading, managerial 
skill, good networking

•5. Exports has a positive correlation with TE (Sriboonlue and Puangpronpitag, 
2019; UNIDO, 2020). 
- Quality standards, product differentiation, competitiveness
•6. Government assistance (via the Broad of Investment (BOI)) has a positive 

affect upon TE (Sriboonlue and Puangpronpitag, 2019; Charoenrat and Harvie, 
2019; Sharma and Kautish, 2019). 



Empirical Results
Hypothesis Tests of the Stochastic Frontier Model and Technical Inefficiency Effects Model

 The first null hypothesis  (Ho):

 The technical inefficiency effects model are not absent from the model for 
all categories.

 The second null hypothesis  (Ho):

 The technical inefficiency effects are not stochastic for all categories.

 The thrid null hypothesis (Ho):

 The technical inefficiency variables are not a linear function in the model 
for all categories.



❑ Cobb-Douglas production function and the technical inefficiency effects 

model are estimated simultaneously using SFA.

❑All categories of manufacturing MSMEs are found to be labour intensive, because 

the elasticities of labour in the stochastic production function are higher than capital.

•by aggregate manufacturing MSMEs

•by sub-manufacturing MSMEs 

Empirical Results
Maximum Likelihood Estimates for Parameters of the Stochastic Frontier Model



Average Technical Efficiency of Thai manufacturing MSMEs
Categories Mean Technical Efficiency 

Aggregate manufacturing MSMEs 0.55
SITC 0 0.68
SITC 1 0.59
SITC 2 0.52
SITC 3 0.54
SITC 5 0.51
SITC 6 0.50
SITC 7 0.45
SITC 8 0.54
Overall Average Technical Efficiency 0.54

Note: SITC 0: Food and live animals, SITC 1: Beverages and tobacco, SITC 2: Crude materials, inedible, except fuels, SITC 3: Mineral fuels, lubricants and 
related materials, SITC 5: Chemicals and related products, SITC 6: Manufactured goods classified by material, SITC 7: Machinery and transport equipment, 
SITC 8: Miscellaneous manufactured articles.



Interpretation and Policy Implications
•The simple average technical efficiency of all categories of Thai manufacturing MSMEs is 

low and labour intensive.

• It also shows high levels of technical inefficiency in the production process.

• It is suggested that the Thai government should play a role in improving the 
performance of MSMEs.

•Firm efficiency could be increased from the improvement in:
•education of labour
•managerial skill 
• infrastructural development



Firm-specific Factors contributing to technical efficiency or inefficiency 

•Older firms can be more experienced than younger firms due to superior 
management experience and knowledge, learning-by-doing, higher technology 
and equipment .

• It is recommended that the policy should place more focus on create an 
enabling environment for fostering MSME growth.

Firm-specific Factor
Positive and Significant

Impact (+)
Negative and Significant 

Impact (-)

1.  Firm Age
The majority of categories of 

small enterprises
Some categories



•The results indicate that small sized firms were more technically 
efficient than medium sized firms in these categories.

• From an efficiency perspective, there were advantages from remaining 
small possibly from the importance of adaptability and flexibility to 
changes in the market. 

• For these sectors remaining small contained advantages. 

Firm-specific Factor
Positive and Significant

Impact (+)
Negative and 

Significant Impact (-)

2.  Firm Size Almost all categories Some categories



Firm-specific Factor
Positive and 

Significant Impact (+)
Negative and 

Significant Impact (-)

3. Firm Location The majority of 
categories

Some categories

•Firms located in municipal and a Central area are more efficient than 
firms which located in other regions of Thailand. 

• It can be suggested that an appropriate distribution of equity in term of 
the political operation of Thailand is desirable for the whole country.



•The government should relax foreign ownership controls and 
encourage foreign investment in Thai MSMEs in an attempt to 
promote technological upgrading, managerial skills and knowledge, 
good corporate governance and good networking with foreign 
markets.

Firm-specific Factor
Positive and Significant

Impact (+)
Negative and 

Significant Impact (-)

4. Foreign Investment All categories Some categories



•The government should focus on creating higher value added 
activity in manufacturing MSMEs, and

•enhance quality standards and the capability of MSMEs to meet 
market demands.

Firm-specific Factor
Positive and 

Significant Impact (+)
Negative and 

Significant Impact (-)

5. Exports All categories Some categories



Firm-specific Factor
Positive and 

Significant Impact (+)
Negative and 

Significant Impact (-)

9. Government 
assistance

Some categories Some categories

•The results are mixed. 
• Government assistance can be in the form of financial support (i.e. credit 

assistance, income tax exemption or reduction, and duty privileges) and 
non-financial assistance (i.e., managerial, technical and training assistance). 

• From the viewpoint of government, it is expected that firms should 
improve their performance from obtaining assistance. 

• However, the effect of government assistance on a firm’s technical 
efficiency is still ambiguous in this chapter. 



Summary 
• In summary, this study has presented a plethora of potential factors impacting the 

competitiveness and export participation of Thai MSMEs. 

• Foreign ownership and investment in local enterprises is a potent force to rapidly upgrade 
firm competitiveness, technology and engagement in exporting. 

• The capital stock and technology of domestic Thai MSMEs needs to be improved. 

• There is considerable regional inequality in the performance (technical efficiency) of Thai 
MSMEs. 

• This gap needs to be closed otherwise certain regions in Thailand will not benefit from the 
effects of free trade agreements and regional economic integration in general, and inclusive 
growth and development, a key objective of the AEC, will not be achievable. 



Summary 
• It is clear from this study that Thai small businesses are aware of these 
developments, and by implication the opportunities arising,

•and the challenge they face is to ensure that they are in a good position 
to take advantage of these. 

•This can occur from appropriate business support measures including that 
of access to finance, technology, skilled labour, market information and 
networking.
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2.  Chapter 2: MSME survey
2.1  Introduction - review of the 2020 UNCTAD MSME survey and data obtained 
2.2  Description of survey sample of firms (219 firms, their distribution by sector and size) 
2.3  Survey sample outcomes – descriptive review of key responses (Figures and graphs)
2.4  Empirical findings
2.5  Thai government competition policy and key issues contributing to MSMEs

2.5.1  Trade competition policy
2.5.2  Finance
2.5.3  Marketing
2.5.4  Information technology (IT)
2.5.5  Government regulation



Introduction and background- review of the 2020 UNCTAD MSME survey and data obtained 

• The objective of the 2020 UNCTAD MSME survey is to collect basic information and the distribution of 

establishments engaged in manufacturing industry only classified by ISIC: Revision 4, 2-digit code

• An interview method was employed in the data collection. 

• The data collection was conducted by Suan Dusit Poll  during December 2020 – January 2021. 

• The 2020 UNCTAD MSME survey consists of nine parts: (1) general information of firms in the survey; (2) the 

current impact of Covid-19; (3) dealing with Covid-19; and (4) competition policies and market access during 

Covid-19. 

• Hence, the total sample of MSME manufacturing enterprises obtained for Thailand in this survey is 219. 
33



General information of firms in the survey

34
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Table 2.1: Number and Percentage of Interviewed MSMEs by Size, Location of Firms, Sub-manufacturing Sectors

Items Number of Observations Percentage (%)
Size of enterprises

Micro enterprises 65 29.70
Small enterprises 140 63.90
Medium enterprises 14 6.40

Total 219 100
Location of enterprises 
Central region 91 41.60
Northern, North-eastern, and Southern regions 128 58.40

Total 219 100
Sub-manufacturing sectors

SITC 0: Food and live animals 47 21.50
SITC 1: Beverages and tobacco 40 18.30
SITC 2: Crude materials, inedible, except fuels 19 8.70
SITC 3: Mineral fuels, lubricants and related materials 1 0.50
SITC 5: Chemicals and related products 6 2.70
SITC 6: Manufactured goods classified by material 42 19.20
SITC 7: Machinery and transport equipment 8 3.70
SITC 8: Miscellaneous manufactured articles 56 25.60

Total 219 100
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Table 2.2: Number and Percentage 

of Interviewed MSMEs Classified 

by Sector and Size

Size of enterprises

Items Micro Small Medium Total

SITC 0: Food and live animals 3 20 24 47

SITC 1: Beverages and tobacco 2 11 27 40

SITC 2: Crude materials, inedible, except fuels 2 7 10 19

SITC 3: Mineral fuels, lubricants and related materials 0 1 0 1

SITC 5: Chemicals and related products 0 3 3 6

SITC 6: Manufactured goods classified by material 2 9 31 42

SITC 7: Machinery and transport equipment 1 0 7 8

SITC 8: Miscellaneous manufactured articles 4 14 38 56

Total 14 65 140 219

Percentage of Manufacturing Sector

SITC 0: Food and live animals 21.40% 30.80% 17.10% 21.50%

SITC 1: Beverages and tobacco 14.30% 16.90% 19.30% 18.30%

SITC 2: Crude materials, inedible, except fuels 14.30% 10.80% 7.10% 8.70%

SITC 3: Mineral fuels, lubricants, and related materials 0.00% 1.50% 0.00% 0.50%

SITC 5: Chemicals and related products 0.00% 4.60% 2.10% 2.70%

SITC 6: Manufactured goods classified by material 14.30% 13.80% 22.10% 19.20%

SITC 7: Machinery and transport equipment 7.10% 0.00% 5.00% 3.70%

SITC 8: Miscellaneous manufactured articles 28.60% 21.50% 27.10% 25.60%

Total 100.00% 100.00% 100.00% 100.00%
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Table 2.3: Number of Ownership Type Classified by Size and Sector 
Ownership type

Items Sole proprietor
Partnership 
company 

Private limited
State-owned 
enterprise

Other 
enterprises

Total

Micro enterprises 38 12 14 1 0 65
Small enterprises 40 27 68 4 1 140
Medium enterprises 0 2 12 0 0 14

Total 78 41 94 5 1 219

Sub-manufacturing sector

SITC 0: Food and live animals 24 5 16 2 0 47
SITC 1: Beverages and tobacco 19 7 13 1 0 40
SITC 2: Crude materials, inedible, except fuels 7 5 7 0 0 19
SITC 3: Mineral fuels, lubricants, and related 
materials

0 0 1 0 0 1

SITC 5: Chemicals and related products 0 2 4 0 0 6
SITC 6: Manufactured goods classified by 
material

8 8 25 1 0 42

SITC 7: Machinery and transport equipment 1 1 5 0 1 8
SITC 8: Miscellaneous manufactured articles 19 13 23 1 0 56

Total 78 41 94 5 1 219
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Table 2.4: Number of Type of family business and Ownership of the Company Classified by Size and Sector 
Type of family business Ownership of company 

Items Not family 
business

Family business Total Local Foreign Total

Micro enterprises 5 60 65 65 0 65
Small enterprises 36 104 140 137 3 140
Medium enterprises 8 6 14 14 0 14

Total 49 170 219 216 3 219
Sub-manufacturing sector

SITC 0: Food and live animals 5 42 47 47 0 47
SITC 1: Beverages and tobacco 2 38 40 39 1 40
SITC 2: Crude materials, inedible, except fuels 5 14 19 19 0 19
SITC 3: Mineral fuels, lubricants, and related materials 0 1 1 1 0 1
SITC 5: Chemicals and related products 2 4 6 6 0 6
SITC 6: Manufactured goods classified by material 13 29 42 42 0 42
SITC 7: Machinery and transport equipment 6 2 8 8 0 8
SITC 8: Miscellaneous manufactured articles 16 40 56 54 2 56

Total 49 170 219 216 3 219
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Table 2.5: Number of Exporting and Non-Exporting MSMEs Classified by Size and Sector 
Items Non-exporting firm Exporting firm Total

Micro enterprises 64 1 65
Small enterprises 115 25 140
Medium enterprises 12 2 14

Total 191 28 219

Sub-manufacturing sector

SITC 0: Food and live animals 42 5 47
SITC 1: Beverages and tobacco 32 8 40
SITC 2: Crude materials, inedible, except fuels 17 2 19
SITC 3: Mineral fuels, lubricants, and related materials 1 0 1

SITC 5: Chemicals and related products 6 0 6
SITC 6: Manufactured goods classified by material 35 7 42
SITC 7: Machinery and transport equipment 6 2 8
SITC 8: Miscellaneous manufactured articles 52 4 56

Total 159 142 301
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Current impact of Covid-19
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Table 2.6: Number of Firms in the Sample Indicating the Most Significant Financial Problems 
Experienced During Covid-19 Classified by Aggregate Manufacturing MSMEs

Items Aggregate manufacturing MSMEs Percentage (%)

(Multiple answers)

Staff wages and social security charges 63 15.22

Fixed costs 26 6.28

Repayment of loans 119 28.74

Payments of invoices 19 4.59

Decline in sales/revenue 187 45.17

Total 414 100
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Table 2.7: Number of Firms in the Sample Specifying Business Problems Due to the Covid-19 Pandemic Classified          
by Aggregate Manufacturing MSMEs

Items Aggregate manufacturing MSMEs Percentage (%)

(Multiple answers)

Reduction of orders (local) 192 53.48

Reduction of orders (from overseas) 24 6.69

Inability to deliver existing orders (lockdowns)
0 0.00

Increased difficulty of accessing finance 65 18.11

Existing loans cannot be extended 17 4.74

Disruption of logistics 27 7.52

Upstream and downstream chain disruptions
34 9.47

Insufficient protective equipment (e.g. masks)
0 0.00

Total 359 100
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Table 2.8: Number and Percentage of Firms in the Sample Expecting on Firm’s Revenue as a Result of Covid-19 
Classified by Size and Sector 

Impacting on firm’s revenue
Items No Yes Total

Micro enterprises 3 62 65
Small enterprises 11 129 140
Medium enterprises 2 12 14

Total 16 203 219

Sub-manufacturing sector

SITC 0: Food and live animals 2 45 47
SITC 1: Beverages and tobacco 1 39 40
SITC 2: Crude materials, inedible, except fuels 0 19 19
SITC 3: Mineral fuels, lubricants, and related materials 0 1 1
SITC 5: Chemicals and related products 0 6 6
SITC 6: Manufactured goods classified by material 4 38 42
SITC 7: Machinery and transport equipment 0 8 8
SITC 8: Miscellaneous manufactured articles 9 47 56

Total 16 203 219
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Table 2.9: Number of Firms in the Sample Considering Layoffs, or Have Already Done Some because of                         
the Pandemic Classified by Size and Sector 

Items Layoffs No layoffs Total
Micro enterprises 11 54 65
Small enterprises 17 123 140
Medium enterprises 6 8 14

Total 34 185 219

Sub-manufacturing sector

SITC 0: Food and live animals 7 40 47
SITC 1: Beverages and tobacco 6 34 40
SITC 2: Crude materials, inedible, except fuels 3 16 19
SITC 3: Mineral fuels, lubricants, and related materials 0 1 1
SITC 5: Chemicals and related products 1 5 6
SITC 6: Manufactured goods classified by material 9 33 42
SITC 7: Machinery and transport equipment 2 6 8
SITC 8: Miscellaneous manufactured articles 6 50 56

Total 34 185 219
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Dealing with Covid-19
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Table 2.10: Number of Firms in the Sample Indicating Important Issues to Deal  with from Covid-19, Including Cash Flow Shortage, 
a Shortage of Workers, Respectively Classified by Aggregate Manufacturing MSMEs

Items Aggregate manufacturing MSMEs Percentage (%)
(Multiple answers)

Loans by commercial banks 150 50.17

Loans by Internet finance 0 0.00

Loans by microfinance companies or private individuals 36 12.04

Negotiating with lenders to avoid withdrawing loans 23 7.69

Equity financing (adding new shareholders or capital increase of former 

shareholders) 17 5.69

Reduction of operating costs (e.g. layoffs and salary reductions) 45 15.05

No cash flow shortfalls problem 28 9.36
Total 299 100

Wage increases 25 10.37

Use of advanced equipment or software to reduce the amount of 

workers required
4 1.66

Outsourcing of orders 11 4.56

Delay in delivery 0 0.00

No shortage of workers 196 81.33

Employ more migrant workers (subject to government approval 5 2.07

Total 241 100
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Table 2.10: Number of Firms in the Sample Indicating Important Issues to Deal  with from Covid-19, Including Shortages of inputs, 
and Difficulties in fulfilling contracts, Respectively Classified by Aggregate Manufacturing MSMEs

Items Aggregate manufacturing MSMEs Percentage (%)
(Multiple answers)

Total 241 100

Reduction of production/sales 76 24.84

Outsourcing orders 0 0.00

Increasing procurement channels (domestically/internationally) 53 17.32

Seek new production/distribution/sales channels 68 22.22

Delay goods/services delivery 7 2.29

There is no shortage of inputs for a firm 102 33.33

Total 306 100.00

Settlement by mutual agreement 85 34.14

Legal or arbitral settlement 13 5.22

Expect the government to coordinate and provide clear 

disclaimer agreements

22 8.84

Payment of liquidated damages 6 2.41

No contractual performance issues 123 49.40

Total 306 100.00
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Table 2.11: Number of Firms in the Sample Obtaining Measures/Support Packages from the Thai Government During 
the Covid-19 Classified by Size and Sector 

Obtaining Measures/Support Packages
Items No Yes Total

Micro enterprises 21 44 65
Small enterprises 37 103 140
Medium enterprises 4 10 14

Total 62 157 219
Sub-manufacturing sector

SITC 0: Food and live animals 5 42 47
SITC 1: Beverages and tobacco 13 27 40
SITC 2: Crude materials, inedible, except fuels 6 13 19
SITC 3: Mineral fuels, lubricants, and related materials 1 0 1

SITC 5: Chemicals and related products 1 5 6
SITC 6: Manufactured goods classified by material 12 30 42

SITC 7: Machinery and transport equipment 0 8 8
SITC 8: Miscellaneous manufactured articles 24 32 56

Total 62 157 219
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Table 2.12: Number of Firms in the Sample Specifying Measures/Support Packages from the Thai Government During the Covid-19. 
Classified by Aggregate Manufacturing MSMEs

Items 
Aggregate manufacturing 

MSMEs
Percentage (%)

(Multiple answers)

Loans up to THB 3 Million for MSMEs at 3% interest rate for the first two years of 
taxes and fee cuts for debt restructuring with non-financial institution creditors.

41 16.08

Date for filing corporate income tax extended to August (Por Ngor Dor 50) and 
September (Por Ngor Dor 51).

120 47.06

Filing of excise tax by service businesses extended by one month. 1 0.39

Filing of excise tax for oil product operators extended to the 15th of the following 
month for the next three months.

1 0.39

Filing of other taxes for affected operators extended by three months. 67 26.27

Exemption of import duty for products related to the prevention and treatment of 
Covid-19.

1 0.39

Exemption of taxes and fee cuts for debt restructuring with non-financial institution 
creditors.

1 0.39

Other measures/support 23 9.02
Total 255 100.00
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Competition policies and market access measures during Covid-19
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Table 2.13: Number of Firms in the Sample that Know and Understand Measures Adopted by the Thai Government, including Thai 
Competition Authorities (Guidelines, Investigations), Market Access Initiatives, Competition Law and Policy Classified by Size and Sector 

Thai Competition Authorities Market Access Initiatives Competition Law and Policy

Items No Yes No Yes No Yes

Micro enterprises 20 45 23 42 23 42

Small enterprises 61 79 59 81 55 85

Medium enterprises 10 4 10 4 9 5

Total 91 128 92 127 87 132

Sub-manufacturing Sector

SITC 0: Food and live animals 13 34 12 35 13 34

SITC 1: Beverages and tobacco 14 26 15 25 15 25

SITC 2: Crude materials, inedible, except fuels 10 9 10 9 7 12

SITC 3: Mineral fuels, lubricants, and related materials 0 1 0 1 0 1

SITC 5: Chemicals and related products 2 4 2 4 2 4

SITC 6: Manufactured goods classified by material 15 27 17 25 17 25

SITC 7: Machinery and transport equipment 5 3 5 3 3 5

SITC 8: Miscellaneous manufactured articles 32 24 31 25 30 26

Total 91 128 92 127 87 132
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Figure 2.4: MSMEs Consider Measures/Support Adopted by the Thai Government, including 
Thai Competition Authorities (Guidelines, Investigations), Market Access Initiatives, 

Competition Law and Policy 
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Table 2.14: Number of Firms in the Sample Specifying Other Competition Measures than Relaxation of Competition Enforcement During 
the Covid-19 Classified by Aggregate Manufacturing MSMEs

Items Aggregate manufacturing MSMEs Percentage (%)

(Multiple answers)

Co-operation/collaboration between competing firms to ensure 

provision of an essential service (e.g. transport) or in distributing 

scarce but essential goods (e.g. maintaining the food chain).

81 24.40

Co-operation/collaboration in R&D projects related to the 

development of vaccines and medicines, and other essential 

activities which can entail substantial investments and risks for a 

single firm (Joint Ventures).

138 41.57

While co-operation/collaboration during the crisis may be beneficial 

for specific purposes, competition authorities are required to strike 

the right balance between allowing such private initiatives to address 

market failures in the short-run and avoiding distortion of 

competition in the long-run

113 34.04

Total 332 100.00



57

Table 2.15: Number of Firms in the Sample Considering Which Competition or Pro-Competitive Measures Would Be Most Beneficial to a 
Business During the Covid-19 Classified by Aggregate Manufacturing MSMEs

Items Aggregate manufacturing MSMEs Percentage (%)
(Multiple answers)

Financial sector: access to cheaper, faster, and broader 

financial services, including credit.
179 50.71

Upstream chain: access to cheaper, timely, more quality 

merchandise/service.
72 20.40

Downstream chain: better negotiation terms, more 

guarantees and timely payment.
58 16.43

Sector/segment: consolidation of the sector, maturation, 

and relative stability.
44 12.46

Total 353 100.00
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Table 2.16 Number of Firms in the Sample Indicating that Would Increasing Competition Be Most Beneficial to a Business in the period of 
Covid-19 Classified by Aggregate Manufacturing MSMEs in 2020.

Items Unimportant
Somewhat

unimportant 

Neither unimportant or 
important 

Important Very important

Financial sector – increased access to, and 
lower cost of, borrowing.

1 2 1 31 183

Your suppliers (domestic - lower prices and 
cost of inputs).

1 1 8 71 134

Your suppliers (foreign – lower prices and 
cost of inputs).

40 26 40 54 33

Your customers (domestic – increased 
demand and higher prices).

2 1 8 56 149

Your customers (foreign – increased demand 
and higher prices).

35 30 36 54 31

Enhance access to overseas markets. 35 16 45 59 38

Reduce the cost of exporting (customs 
bureaucracy).

43 24 32 59 31

Improve transport infrastructure and 
transport cost.

3 3 8 97 106

Reduce business taxes and other operating 
cost.

0 3 18 94 103

Others 1 0 0 0 7
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Table  2.17: Number of Firms in the Sample Indicating the Marketing Issues, Including Restricted New Firms, Important Market Access and 
Local/Foreign Market Classified by Size and Sector 

Restricted

new firms

Important 

market access 

Local/Foreign 

market                      
Items No Yes No Yes Foreign Local

Micro enterprises 18 47 35 30 1 64
Small enterprises 35 105 51 89 9 131
Medium enterprises 2 12 6 8 1 13

Total 55 164 92 127 11 208
Sub-manufacturing Sector

SITC 0: Food and live animals 9 38 19 28 3 44
SITC 1: Beverages and tobacco 9 31 14 26 1 39
SITC 2: Crude materials, inedible, except fuels 6 13 10 9 1 18
SITC 3: Mineral fuels, lubricants, and related materials 0 1 0 1 1 0
SITC 5: Chemicals and related products 2 4 2 4 0 6
SITC 6: Manufactured goods classified by material 7 35 15 27 1 41
SITC 7: Machinery and transport equipment 5 3 2 6 0 8
SITC 8: Miscellaneous manufactured articles 17 39 30 26 4 52

Total 55 164 92 127 11 208
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Table 2.18: Number age of Firms in the Sample Concerning the Use 

of Online/Social Network/Digital Platforms Classified by Size and Sector 
Online platforms Selling online  Government support

Items No Yes No Yes No Yes
Micro enterprises 38 27 23 42 14 51
Small enterprises 51 89 56 84 31 109
Medium enterprises 5 9 8 6 1 13

Total 94 125 87 132 46 173
Sub-manufacturing Sector

SITC 0: Food and live animals 20 27 9 38 7 40
SITC 1: Beverages and tobacco 23 17 13 27 9 31
SITC 2: Crude materials, inedible, except fuels 7 12 12 7 3 16
SITC 3: Mineral fuels, lubricants, and related 
materials

0 1 0 1 0 1

SITC 5: Chemicals and related products 1 5 2 4 2 4
SITC 6: Manufactured goods classified by material 14 28 15 27 9 33
SITC 7: Machinery and transport equipment 1 7 4 4 2 6
SITC 8: Miscellaneous manufactured articles 28 28 32 24 14 42

Total 94 125 87 132 46 173
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Empirical models and results

• This chapter utilizes the same empirical models as the Chapter 1 to be 
consistency include:

• Stochastic Frontier Analysis (SFA) 
• A Cobb-Douglas production function
• An inefficiency functional form 



Data and Key Variables
•This study utilized the 2020 UNCTAD MSME survey data collected by Suan
Dusit Poll

•This study only focuses upon manufacturing MSMEs so the sample size was 
reduced to 153 after we excluded MSMEs with missing values, non-responses, 
negative values and intentional misreporting and errors arising at coding and 
data entry stages. 

•This is essential in an attempt to ensure an adequacy of data in order to 
conduct the SFA analysis. 

•Therefore, data for Thai manufacturing MSMEs are categorized by aggregate 
manufacturing MSMEs. 



Empirical Results
Hypothesis Tests of the Stochastic Frontier Model and Technical Inefficiency Effects Model

 The first null hypothesis  (Ho):

 The technical inefficiency effects model are not absent from the model 
for all categories.

 The second null hypothesis  (Ho):

 The technical inefficiency effects are not stochastic for all categories.

 The thrid null hypothesis (Ho):

 The technical inefficiency variables are not a linear function in the model 
for all categories.



❑ Cobb-Douglas production function and the technical inefficiency 

effects model are estimated simultaneously using SFA.

❑All categories of manufacturing MSMEs are found to be capital intensive, 

because the elasticities of capital in the stochastic production function are 

higher than labour by aggregate manufacturing MSMEs

❑This result is contradicted with National level (Chapter 1.)

Empirical Results
Maximum Likelihood Estimates for Parameters of the Stochastic Frontier Model



Empirical results from SFA
❑ Average Technical Efficiency of Thai manufacturing MSMEs is 0.77.

❑ This result is higher than with National level (Chapter 1.)

❑Results  technical inefficiency effects model :

❑1. Firm location, this result suggests that location in Central region has a positive relationship to 

technical efficiency of Thai manufacturing MSMEs in 2020. 

❑It also implies that the location of an MSMEs in Northern, North-eastern and Southern regions in 

Thailand is negatively related to technical efficiency, and that there are significant efficiency disadvantages 

for manufacturing MSMEs located in other regions that require to be urgently understood and addressed.



Empirical results from SFA

❑2. Government measure, the result concerning the dummy variable for government 

measures/support packages during Covid-19 that takes 1 if a firm obtains measures/support packages 

from the Thai government. 

❑ The estimated coefficient for the government measure represents unexpected positive sign for 

manufacturing MSMEs. 

❑ This can imply that government measure is negatively related to technical efficiency of Thai 

manufacturing MSMEs in 2020, although this coefficient is not statistically significant.



Empirical results from SFA

❑3.Competition authority, the result for a dummy variable for competition authority takes the 

value 1 if a firm knows and understands measures adopted by the Thai competition authorities and 0 

otherwise.

❑ The estimate of the coefficient for competition authority shows an unexpected positive sign and 

statistically significant at the 10 percent level of significance. 

❑This indicates that competition authority has a potentially negative impact on the technical 

efficiency of Thai manufacturing MSMEs in 2020.



Empirical results from SFA

❑4. Market access initiative, the result concerning the dummy variable for market access initiative 

is a dummy variable for market access initiatives adopted by the Thai government that takes the 

value 1 if a firm knows about market access initiatives and 0 otherwise. 

❑The estimated coefficient for market access initiative is negative and statistically significant at the 5 

percent level of significance. 

❑This result suggests that market access initiative has a positive relationship to technical efficiency of 

Thai manufacturing MSMEs in 2020.



Empirical results from SFA

❑5. Competition law and policy, the result for a dummy variable for competition law and policy 

takes the value 1 if a firm considers the flexibility in the enforcement of competition law and policy 

during COVID-19 and 0 otherwise. 

❑The estimated coefficient for competition policy presents unexpected positive sign for Thai 

manufacturing MSMEs and it is statistically significant at the 10 percent level of significance. 

❑This implies that there is a negative relationship between competition policy and the technical 

efficiency of manufacturing MSMEs in 2020.



Empirical results from SFA

❑6.Restricted new firm, the estimated coefficient for restricted new firm, represented a dummy 

variable that takes the value 1 if a firm suggests the Thai government should restrict new firms 

(domestic and/or foreign) from entering the sector and 0 otherwise. 

❑The negative coefficient for restricted new firm in Thai manufacturing MSMEs confirm a positive 

relationship between restricted new firm and technical efficiency, even though this coefficient is not 

statistically significant.



Empirical results from SFA

❑7. Market access initiative, the result concerning the dummy variable for market access 

takes the value 1 if a firm expresses that market access is important factor during Covid-19 

and 0 otherwise. 

❑The estimated coefficient for market access shows unexpected positive sign for Thai 

manufacturing MSMEs, but it is not statistically significant. 

❑This result can indicate that market access initiative is negatively related to technical 

efficiency of Thai manufacturing MSMEs in 2020. 



Empirical results from SFA

❑8. Online platform, the result for online platform is a dummy variable that takes the value 1 if 

a firm use online/social network/digital platforms in the conduct of business and 0 otherwise. 

❑The estimate of the coefficient for online platform presents an unexpected positive sign in Thai 

manufacturing MSMEs, but the coefficient for this category is not statistically significant. 

❑This can imply that online platform has a potentially negative impact on the technical 

efficiency of Thai manufacturing MSMEs in 2020.



Thai government competition policy and 
key issues contributing to MSMEs

•Trade competition policy

•Finance

•Marketing

• Information technology (IT)

•Government regulation

73
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Chapter 3: MSME case studies



Chapter 3: MSME case studies
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3. Chapter 3: MSME case studies
3.1 Case study selection process (10 interviewed MSMEs from the MSME 
survey)
3.2 Current Impact of the Covid-19 Pandemic
3.3 How to deal with Covid-19?
3.4 Competition policies and market access during Covid-19



Case study selection process (10 interviewed MSMEs from the MSME survey)
Current Impact of the Covid-19 Pandemic
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This study has conducted an in-depth interview with ten sub-manufacturing MSMEs in 
Thailand, including: 
1. Manufacture of leather and related products – 1 firm; 
2. Manufacture of rubber and plastics products – 2 firms; 
3. Manufacture of wood and of products of wood and cork, except furniture; manufacture 
of articles of straw and plaiting materials – 3 firms; 
4. Manufacture of food products - 2 firms; 
5. Manufacture of motor vehicles, trailers and semi-trailers – 1 firm; and 
6. Repair and installation of machinery and equipment – 1 firm. 



Questions regarding a current impact of Covid-19 pandemic, include: 
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1) please indicate and explain the most significant financial problems 
experienced by your firm during Covid-19; 
2) please specify and describe the business problems of your firm due to the 
Covid-19 pandemic; 
3) addressing issues of finance/liquidity – please explain in terms of ensuring 
enough liquidity to pay bills; and 
4) in your opinion, has the Thai government been doing enough in issues 
finance/liquidity?. 



Answers: regarding a current impact of Covid-19 pandemic, include: 
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❑ Focusing on the most significant financial problems during Covid-19, ten interviewed MSMEs 
strongly pointed out that they have faced a decline in sales/revenue. 

❑ This result is  co ns is tent with the result from the 2020 MSME survey.
❑ For the business problems during the Covid-19 pandemic, almost ten interviewed MSMEs 

similarly responded that they experienced a reduction of orders (local). 
❑ This result is also consistent with the result from the 2020 MSME survey. 
❑ A minority of MSMEs have faced a decline in reduction of orders (from overseas), due to 

disruption of logistics. 
❑ Some MSMEs has explained that they have to stop their normal business and they have to do 

other businesses in order to survive. 
❑ Some MSMEs have to adapt the way of selling products to different market targets. 



Answers: regarding a current impact of Covid-19 pandemic, include: 
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❑ For the issues of finance/liquidity during the Covid-19, most interviewed MSEMs have 
expressed that they faced a problem of renegotiating loans with the bank. 

❑ They have asked both state enterprise and private banks for loans, but they have a 
problem of cost of borrowing.

❑ Some firms have asked a bank for an overdraft (OD), but the bank has refused it. 
❑ Focusing on the issue that has the Thai government been doing enough in issues 

finance/liquidity, the majority of interviewed firms have responded that they have 
obtained a debt moratorium with the banks and the bank allowed it, because they to 
comply with the government measures. 



Answers: regarding a current impact of Covid-19 pandemic, include: 
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❑ However, some firm has stated that a bank has a suspension of principle loans 
for six months, but the firm still have to pay for interest loans monthly which is 
very helpless. 

❑ So, most firms have mentioned that they urgently require real “credit assistance 
measures” from the Thai government with guidelines for various loans, such as 
credit cards and cash flow loans. 

❑ Most firms strongly expressed that a moratorium on principal payments, debt 
payments extension and a right to borrow from state-owned banks are not 
effective. 



How to deal with Covid-19?
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There is a number of questions in relation to how business can deal with 

covid-19 pandemic, include: 

1) the cash flow shortage, please explain the main means that you are 

considering to deal with this issue during Covid-19?; 

and 2) please specify and describe what measures/support you are receiving. 



Answers: how business can deal with covid-19 pandemic, include: 
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❑ With respects to the cash flow shortage, most interviewed firms have indicated that 
they concerned about loans by commercial banks during the Covid-19. 

❑ This is consistent with the results from the 2020 MSME survey. 
❑ For the government measures/support from the Thai government, most firms have 

obtained it, but they said there is insufficient loans from both state enterprise and 
private banks. 

❑ Some firms have unable to access to loans. 
❑ Moreover, some manufacturing firms pointed out that they are not eligible for the soft 

loan from the state enterprise banks like other business sectors, such as tour and travel 
agencies, spas, transport businesses, hotels, and restaurants, amongst others. 



Answers: how business can deal with covid-19 pandemic, include: 
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❑ Hence, most interviewed firms expressed that they urgently need a soft 

loan from the state enterprise banks. 

❑ They also mentioned that the Thai government should apply an automatic 

suspension on loan payment for six months from January 2021 onwards. 

❑ It is important to note that some firms stated that if they cannot access to 

loans, they will face bankrupt before the end of 2021. 



Competition policies and market access during Covid-19
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There are questions in relation to competition policies and market access during 

Covid-19, include: 

1) Do you know and understand measures adopted by the Thai competition 

authorities in the context of Covid-19?; 

2) Do you know about market access initiatives adopted by the Thai government in 

the context of Covid-19; 

and 3) What competition measures, other than relaxation of competition 

enforcement, do you deem adequate in the Covid-19?. 



Competition policies and market access during Covid-19
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❑ Most interviewed firms responded that they do not know and understand 

measures and market access initiatives ais contradicted dopted by the Thai 

competition authorities. 

❑ This result with the results from the 2020 MSME survey. 

❑ Some firms said that they are not interested in this issue. 

❑ In addition, some firms have stated they have a co-operation/collaboration 

between competing firms to ensure provision of an essential service (e.g. 

transport). 



Competition policies and market access during Covid-19
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We have also asked questions as follows: 

1) in which sector/segment of the economy do you consider competition or pro-

competitive measures would be most beneficial to your company/segment?; and 

2) would increasing competition be most beneficial to your firm, please explain. 

The majority of interviewed firms have concerned about competition or pro-competitive 

measures. 

They mostly responded that they are not really obtain the benefits from this issue. 



Competition policies and market access during Covid-19
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❑ Focusing on the question should the Thai government restrict new firms 

(domestic and/or foreign) from entering the sector, most interviewed firms 

pointed out the government should restrict new firms to enter the business, 

due to the high competition, loss of sales/profits.

❑ With respects to the important of market access in order to survive during 

Covid-19 crisis, the majority of interviewed firms expressed they aware the 

market access is important, but it is very difficult to seek the new market 

target both local and international during Covid-19. 



Competition policies and market access during Covid-19
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With respects to the questions concerning the online platform, include: 
1) does your firm use online/ social network/ digital platforms?; 
2) is the government doing enough to encourage and support the use of online platforms for 
local firms to increase market access?; 
3) seeking out markets (local) and the role of the internet in this; 
4) what are the major challenges that you face in accessing markets using online platforms?; 
5) what more could government do to encourage market access though online platforms for 
your firm?; 
and 6) if the international COVID-19 crisis were to end today, how long would you estimate it 
would take for your company to get back to business as usual?  __ months. 



Competition policies and market access during Covid-19
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❑ The majority of interviewed firms similarly responded that they use the online platforms in 
their business. 

❑ However, the online platforms did not really improve the sales, because they cannot 
complete with the big online platforms, such as Lazada, Alibaba, Shopee. 

❑ For the major challenges to access markets using online platforms, they expressed that they 
are required a practical assistance from the Thai government, 

❑ for instance, the database of online marketing, the online platform established by the Thai 
government.  

❑ Finally, the question about if the international COVID-19 crisis were to end today, how long 
would you estimate it would take for your company to get back to business as usual?  _____ 
months. The majority of interviewed firms indicated that they are required about 6 months to 
be back to the normal. 



Chapter 4: Conclusions and recommendations



Chapter 4: Conclusions and recommendations

91

4.1  Economic and business challenges before Covid-19
4.2  MSME sector and policy – current circumstances
4.3  Short to medium run: Development priority 1 – Covid-19 driven – access to finance, liquidity, market access development, ease company 
registration and filing tax (short run) – Dimensions 3 and 4
• Dimension 3: Access to Finance
• Small firm access to finance and market failure (credit rationing)
• Other sources of finance for MSMEs
• Microfinance
• Asset based financing products
• Equity financing
• Legal, regulatory and institutional financial framework
• Dimension 4: Enhancing access to markets and internationalisation
• Export promotion
• Integration into Global Value Chains (GVCs)
• Utilization of E-commerce
• Quality standards
• Trade facilitation



Chapter 4: Conclusions and recommendations
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4.4  Medium to long run: Development priority 2 – economic reform,  addressing the middle income trap, improved 
productivity, business development services, productive agglomerations and cluster enhancement, technological 
innovation, stimulating entrepreneurship skills and capacity (long term).

• Dimension 1: Improving, productivity, innovation and adoption of new technologies

• Productivity measures

• Dimension 2: Greening of MSMEs

4.5  Longer term measures 

O Dimension 5: Institutional framework

O Dimension 6: Legislation, Regulation relating to MSMEs

O Dimension 7: Entrepreneurial education and skills of MSMEs

O Dimension 8: Social enterprises and inclusive SMEs



Economic and business challenges before Covid-19
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❑ Thailand is an upper middle-income country which plays a pivotal economic role in the context 
of the Mekong region. 

❑ It has the second largest economy in ASEAN and the fourth largest population (67.5 million 
people in 2016) (ASEC, 2016). In a single generation (1950-1973) the country has moved from 
being a low-income to upper middle-income status country, primarily via successfully pursuing 
an export-oriented, FDI-driven industrialisation strategy. 

❑ It has the twelfth biggest automotive industry in the world, and the biggest in Southeast Asia 
(OICA, 2017), and tourism is another important growth driver (generating more than 11 per cent 
of GDP in 2016 and is a valuable source of foreign exchange. The country is also a leading global 
exporter of rice. 



Recovery from the AFC
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❑ Subsequent to the AFC a number of reforms and measures were implemented. First, Thailand’s SME 
policy had its foundations in the Asian Financial Crisis and the perceived need seen by policy makers 
to diversify and establish a broader base for growth. 

❑ It broadly adopted a “service delivery” approach to MSME policy, providing services to help MSMEs 
increase their competitiveness. 

❑ The main policy priorities in this area were seen to be the encouragement of internationalisation and 
the improved productivity of MSMEs. 

❑ In line with its diversification objectives, the country, first, identified priority sectors (auto parts and 
electrical goods) to receive targeted support. Second, a program of high capital investment in 
infrastructure during the 1980s left the country with good basic infrastructure which attracted FDI. 
Third, a stable government and pro-business attitude by government also contributed to the 
attraction of FDI to Thailand.



MSME sector and policy – current circumstances
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❑ According to Thailand’s Office of SME Promotion (OSMEP), the country has more than 3 million 
enterprises, of which 99.7 per cent are MSMEs and 0.3 per cent, about 9,000 are large enterprises.

❑ In common with much of Southeast Asia, there appears to be a “missing middle” in the country’s 
production structure: only 0.5 per cent of enterprises, or around 15,000 are medium-sized . 

❑ Conversely, there are slightly more large firms in Thailand than is typical in OECD and other ASEAN 
countries. Micro enterprises are not disaggregated in official MSME statistics, but are included in the 
“small enterprise” count. 



2018 SME policy index scores for Thailand
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❑ An OECD (2018) report identified a number of policy dimensions/challenges facing Thai MSMEs (8 
dimensions) and evaluated the country’s performance for each of these. 

❑ Some of which are consistent with the results from the MSME survey and in-depth interview results 
presented above. 

❑ The eight dimensions are summarised in Figure 4.1. In this report we categorise Dimensions 3 and 4 as 
short run development priorities arising from COVID 19 and the focus of this report, while Dimensions 
1, 2, 5, 6, 7, 8 relate to long term development issues, consistent with addressing long term 
development and the middle income trap and are not discussed in detail in this report.



Figure 4.1: 2018 SME policy index scores for Thailand
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Development priority 1 - Short to medium run:– Covid-19 driven – access to finance, liquidity, market 
access development, ease company registration and filing tax (short run) – Dimensions 3 and 4
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❑ Dimension 3: Access to Finance
❑ Thailand has a moderately high level of financial sector development according to global indices. It 

performs well on indicators of financial soundness and product availability, but needs to undertake 
additional steps to enhance the legal and institutional environment for getting credit, particularly in 
the area of creditor rights. An important issue in the current COVID context. 

❑ For SMEs to grow and develop it is essential that the financial sector contains the necessary breadth 
and depth to meet the MSME sector if they are to both survive 1) the current COVID crisis and 
shortage of finance/liquidity that MSMEs currently face as indicated in the MSME survey and from the 
in depth interview case studies and 2) to obtain long term funding goals to enable them to 
contribute to long term development goals and addressing the country’s middle income trap. 



Addressing small firm access to finance and market failure (credit rationing)
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❑ Due to their small size, limited resources, lack of transparency and perceived high likelihood of 
bankruptcy, relatively high cost to banks in assessing the viability of a loan to small firms,  they are 
not perceived as desirable customers for commercial bank due to the above factors and higher 
perceived risk. This can result in credit rationing as a result of market failure to smaller firms (see 
Stiglitz and Weiss (1981). 

❑ There are three main instruments through which the government of Thailand currently stimulates 
bank lending to MSMEs. These are through: 

❑ 1. Dedicated credit lines
❑ 2. Credit guarantees
❑ 3. The creation of a development bank addressing the financial needs of MSMEs arising from market 

failure. 



Other possible sources of finance for MSMEs
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❑ Microfinance
❑ Thailand has a relatively deep microfinance sector, with one of the world’s largest country-based 

microfinancing schemes. This is the government-sponsored Village and Urban Revolving Fund, a 
network of 80 000 village banks with 8.5 million borrowers as of 2011 (The Economist, 2013). 
Thailand has also been implementing a program to enhance the regulation and product offering of 
microfinance institutions operating in the country via its Master Plan for Financial Inclusion, which 
began in 2015 and ran until 2018. This program aims to increase the volume and range of 
microfinance products provided by specialised financial institutions.



Other possible sources of finance for MSMEs
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❑ Asset based financing products
❑ The country’s relatively wide range of available asset-based financing products are regulated under 

Article 4 of the Financial Institutions Businesses Act B.E. 2551 (2008). Prior to 2004, only separate 
companies could provide factoring instruments, but banks are now also able to provide this product. 
Thailand has the second highest factoring volume in ASEAN after Singapore. It registered total 
factoring turnover of EUR 4 414 million in 2015, mostly (99 per cent) directed at the domestic market, 
and had 16 specialised factoring companies (FCI, 2017). Despite the relatively high volume of asset-
based financing instruments extended (compared to Thailand’s regional peers), they are not used in 
substantial scale by MSMEs. 



Other possible sources of finance for MSMEs
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❑ Equity financing
❑ For equity financing, Thailand has a relatively deep stock market. The Stock Exchange of Thailand 

(SET) was established in 1975, and today market capitalisation stands at around 106.4 per cent of 
GDP (World Bank, 2015), with high stock market turnover (72 per cent). Although equity financing 
is growing it is still relatively shallow and the market is particularly less developed for early stage 
financing. There are currently six registered private equity funds in the country, and some equity 
instruments are regulated under the Securities and Exchange Act B.E. 2535 (1992). In 2015, the 
cabinet tasked three government banks – Krungthai Bank, the SME Bank and the Government 
Savings Bank – to establish the SMEs Private Equity Trust Fund, worth THB 2.3 billion (USD 65.6 
million). There is currently no comprehensive regulatory framework in place for venture capital 
(VC) financing. 
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❑ 1. Debt moratorium – agreement with lenders (commercial banks) to renegotiate the terms of the 
loans in terms of the repayment schedule, possible deferment of the loan, cost of the loan, duration 
of the loan (spreading the repayment over a longer duration). Government and commercial bank 
involvement in this process would be essential.

❑ 2. Tax compliance issues- to comply with tax regulations, companies must file 21 payments per year, 
taking around 262 hours in total, which amounts to around 28.7% of total profits.
The number of payments and the time required to complete them is high by the standards of OECD 
high-income countries, where 10.9 payments take 160.7 hours on average. 

❑ 3. Government spending/subsidies to MSME to retain jobs and demand– a number of government’s 
globally, mainly in the developed high income world, have provided payments/subsidies to their 
MSMEs to maintain employment, demand  and provide short term liquidity. 



Alleviating short term liquidity and financial pressure
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❑ The MSME survey and in depth case study interviews clearly identify the concerns that MSME have in 
terms of lost sales revenue and ongoing interest payments on existing loans. Short term measures to 
alleviate can include:

❑ 1. Debt moratorium – agreement with lenders (commercial banks) to renegotiate the terms of the 
loans in terms of the repayment schedule, possible deferment of the loan, cost of the loan, duration 
of the loan (spreading the repayment over a longer duration). Government and commercial bank 
involvement in this process would be essential.

❑ 2. Tax compliance issues- to comply with tax regulations, companies must file 21 payments per 
year, taking around 262 hours in total, which amounts to around 28.7% of total profits. The number 
of payments and the time required to complete them is high by the standards of OECD high-income 
countries, where 10.9 payments take 160.7 hours on average. 
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❑ 3. Government spending/subsidies to MSME to retain jobs and demand– a number of 

government’s globally, mainly in the developed high income world, have provided 

payments/subsidies to their MSMEs to maintain employment, demand  and provide short term 

liquidity. 



Legal, regulatory and institutional financial framework
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❑ Legal, regulatory and institutional financial framework

❑ Thailand has moderate financial framework conditions for supplying finance. For debt financing, 

facilities to assess and hedge against credit risk are available and have significantly improved over 

the past few years. 

❑ A credit reporting system is in place, and it currently covers 56.6% of the adult population (in 2017, 

compared to 21.7 per cent in 2007) (World Bank, 2017). 

❑ Credit information is provided by private credit bureaus, which compile at least two years of 

positive and negative data that can be accessed online. 



Dimension 4: Enhancing access to markets and internationalisation
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❑ Thailand has put significant efforts into increasing the contribution of SMEs to national 

income and employment. 

❑ In 2016, SMEs accounted for 42.2 per cent of GDP. Under the MSME Promotion Plan (2017-

2021), Thailand aims to increase their contribution to at least 50 per cent of GDP by 2021 

via internationalisation, clustering policies and adoption of the latest technology. 

❑ Thailand’s Dimension 4 score of 5.41 by the OECD reflects its advanced level of policy 

development in promoting its SMEs to expand globally.



Export promotion
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❑ In working to achieve greater market access and internationalisation for MSMEs, 

Thailand has put a strong focus on export promotion. 

❑ The Department of International Trade Promotion (DITP), under the Ministry of 

Commerce, works with OSMEP to boost the exports and trade expansion of Thai 

enterprises.



Export promotion
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❑ Major MSME export promotion schemes include:
❑ 1. MSME participation in major trade fairs, such as Inacraft, an international handicraft trade fair in 

Jakarta, and Texworld, an international textile trade fair in Paris. DITP aids the participation of Thai 
MSMEs in more than 100 international trade fairs each year.

❑ 2. establish offices in more than 40 countries to expand the promotion of Thai products. 
❑ 3. OSMEP has also hosted events to help MSMEs prepare to expand into international markets and 

connect with regional business networks. 
❑ 4. OSMEP’s One Stop Service Centre provides free consultations on product development and 

marketing strategies to support MSME internationalisation.
❑ 5. Partnering with large companies and multinational corporations (MNCs). The one stop centre

provides MSMEs with assistance in accessing specific international markets.



Integration into Global Value Chains (GVCs)
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❑ As one of the main manufacturing bases in Southeast Asia, especially in the production of auto parts 
and electrical and electronic goods, Thailand has maintained its strong supply-chain support for local 
businesses involved in each production stage, with special focus on SMEs. 

❑ The chief government agency to encourage SME integration into global value chains (GVCs) is the 
Board of Investment (BOI), which promotes SME linkages with large companies and MNCs through 
industrial clustering policies. 

❑ The Department of Industrial Promotion also implements programs aimed at increasing the value 
added of SME outputs by strengthening their capacity to link with GVCs, particularly in the production 
of automotive parts, automatic engines and robotics.



Integration into Global Value Chains (GVCs)
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❑ Utilization of E-commerce

❑ Quality standards

❑ Trade facilitation



Development priority 2 - Medium to long run:– economic reform,  addressing the middle income trap, 
improved productivity, business development services, productive agglomerations and cluster 
enhancement, technological innovation, stimulating entrepreneurship skills and capacity (long term). 
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❑ In common with other upper middle-income countries in ASEAN, many of Thailand’s strategic plans 
are geared towards moving into the high-income country bracket and avoiding the “middle-income 
trap”. 

❑ This will require Thailand to move long term from being a low cost manufacturer of electronic and 
automotive parts into to more advanced and value adding manufacturing involving knowledge, skill 
and innovation orientated activity. MSMEs will need to play an important role in this but it will require 
enhancing labour skills, knowledge and innovation orientated capacity, and access to finance. 

❑ This represents a major challenge to Thailand’ MSMEs which are seen as lacking in these capacities 
resulting in low productivity, low competitiveness, low export activity, lack of participation in global 
and regional production networks, and poor quality products. 



Dimension 1 Improving, productivity, innovation and adoption of new technologies
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❑ Thai policy makers have made substantial efforts to promote productivity and innovation, and the 
country’s Dimension 1 score of 4.97 is above the ASEAN median. 

❑ Yet Thai SMEs still face a number of interrelated problems including a lack of financing, insufficient 
upgrading of capital stock and slow adoption of technology (Charoenrat and Harvie, 2017). 

❑ The most advanced policies in this area are related to productivity and productive agglomeration 
enhancement. 

❑ Thailand’s overall score of 4.29 on the greening of SMEs also places it above the ASEAN median. 
❑ This reflects the fact that a number of its environmental policies also cover SMEs. However, these 

provisions tend to be broad in scope, and more could be done to ensure that they better target the 
specific needs of small and medium-sized enterprises.



Productivity measures
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❑ The Thailand master plan and action plan for the development of 

efficiency and productivity of industry (2016-2021), proposed by the 

Office of Industrial Economics (OIE) under the Ministry of Industry, 

consists of strategies for boosting industrial productivity such as:

❑ 1. applying technology, innovation and new management systems;

❑ 2. improving human resource skills and capability; and

❑ 3. developing management skills for entrepreneurs and/or production 

managers. 



Dimension 2 Greening of MSMEs
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❑ Thailand’s overall score of 4.29 on the greening of SMEs also places it above the ASEAN 

median. This reflects the fact that a number of its environmental policies also cover SMEs. 

❑ However, these provisions tend to be broad in scope, and more could be done to ensure 

that they better target the specific needs of small and medium-sized enterprises.



Other Longer term measures 
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❑ Dimension 5: Institutional framework

❑ Dimension 6: Legislation, Regulation relating to MSMEs

❑ Dimension 7: Entrepreneurial education and skills of MSMEs

❑ Dimension 8: Social enterprises and inclusive SMEs
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