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SMEs in the Crossfire: Reinventing Thailand’s Value Edge
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"We can't outprice the world—but we can outvalue it, if we stay true to who we are."

As global trade fractures and digital commerce
accelerates, Thailand’s small and medium
enterprises (SMEs) stand at a pivotal crossroads.
In a world shaped by geopolitical volatility, rising
input costs, and dominance of scale-driven
players, the traditional formula of competing on
price has lost its edge. To survive—and thrive—
Thai SMEs must transform into value creators,
delivering differentiated offerings for increasingly
fragmented and niche markets.

The China Surge: E-Commerce and the
Price War on Home Turf

The return of Donald Trump and his revived
“America First” trade policies have reignited global
tariff tensions, prompting China to divert a larger
share of its exports toward Southeast Asia.
Thailand—with high smartphone penetration and
widespread digital payment systems—has
become a key landing zone for this redirected
supply, particularly through e-commerce channels
that bypass traditional retailers and customs
checkpoints.

As a result, Chinese goods—priced 20-40% below
Thai equivalents—now dominate segments like

household products, building materials, and
consumer electronics. Thai SMEs are thus under
dual pressure: squeezed by cheaper imports at
home and hindered abroad by stringent
compliance rules, origin requirements, and
technical standards that block market access.

Post-Pandemic, Pre-Prepared? The
Uneven Path of SME Recovery

In 2024, SMEs contributed 34.9% of Thailand’s
GDP, expanding by 3.1% year-on-year. Yet the
recovery has been uneven. Growth was led by
tourism and services, while manufacturing SMEs
saw minimal expansion—only 0.8%—due to
rising costs, labor shortages, and import-driven
competition.

Looking ahead to 2025, more agile SMEs in
wellness, health products, sustainable packaging,
premium food processing, and digital services are
poised to lead the next growth phase. But legacy
businesses—especially those rooted in low-
margin, price-sensitive segments—face an
existential risk unless they modernize operations
and redefine their value proposition.
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Beyond Cost: Why Thailand's Future Lies in
Value

Thailand'’s cost advantage is steadily eroding. In a
marketplace where China reigns supreme on
price, Thai SMEs must pivot to value-based
competition. That means differentiation through:

1. Product Identity - Local craftsmanship
brands like DoiTung and Kram Sakon
reimagine traditional products with
contemporary design, quality, and
cultural authenticity.

2. Circular Economy — Moreloop transforms
surplus fabrics into fashion-forward
collections, while Tlejourn upcycles
discarded flip-flops into sustainable
footwear.

3. Cultural Storytelling — Banana Society
and Folkcharm embed narratives of
farmers, communities, and sustainability
into their branding—creating emotional
resonance with consumers.

These SMEs aren't just selling products—they're
selling identity, integrity, and impact.

Find the Gaps, Win the Game: The Power of
Going Niche

While China thrives in mass production, niche
markets remain fertile ground for Thai innovation:

e Pet care - Products tailored to health-
conscious, ethically minded “pet parents”.

e Silver economy - Rester’s ergonomic
massage chairs meet growing demand
from Thailand'’s ageing population.

e Ethical consumption - Fair trade goods
with transparent supply chains and low
environmental impact are gaining
popularity among socially conscious
consumers.

Here, the goal is not to be the cheapest—but to
be the most meaningful.

Digitize or Disappear: The Urgency of Tech
Adoption

Technology adoption is no longer optional. SMEs
integrating ERP systems, IoT sensors, lean
production models, and Al-driven marketing stand
a better chance at preserving margins, streamlining
inventory, and engaging customers in real time.
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Advanced analytics enable hyper-personalized
offerings and data-driven decision-making, while
automation reduces dependency on manual labor.
Still, many Thai SMEs lag behind—Ilimited by
technical skills, financing constraints, and risk
aversion.

The Hidden Walls: Six Structural Snares for Thai
SMEs

Despite numerous policy initiatives, six systemic
constraints continue to stifle SME growth:

1. Limited access to long-term, affordable
finance

2. Weak capabilities in strategy, marketing,
and branding

3. Low investment in R&D and innovation
4. Rising pressure from cheap foreign imports

5. Complex, fragmented, and inconsistent
regulations

6. Underdeveloped support ecosystems and
lack of clustering

These constraints keep SMEs from scaling,
exporting, or building partnerships with larger
firms.

What the Best Do Better: Global Lessons for
Thai SMEs

Thailand can learn from global SME ecosystems
that consistently outperform:

e Germany - Mittelstand firms focus on
deep specialization, long-term planning,
and strong integration in global supply
chains.

e South Korea - SMEs are aligned with
cultural exports and large conglomerates
(chaebols) through targeted government
support.

e Italy - Artisan-driven, high-end brands
flourish through design, storytelling, and
regional identity.

e Vietnam - SMEs are plugged into global
value chains via industrial clusters and
digital initiatives backed by the state.



Global Economic Update

e Taiwan - Public-private partnerships,
tech-focused incubators, and global
market orientation fuel SME strength in
electronics and high-tech services.

What these countries share is a commitment to
long-term strategy, skilled human capital, and
supportive policy execution.

Final Word: Big Ideas from Small Enterprises

In an age where slow movers fall behind, Thai
SMEs must shift from playing defense to leading
transformation. This is not just about survival—
but about anchoring economic resilience, national
pride, and future competitiveness.
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With the right policy support, real investment, and
a bold mindset, Thai SMEs can become the
architects of a value-led economy. Not merely cost
survivors—but creators of purpose, trust, and
global relevance.

As one Thai entrepreneur aptly said:

“We can’t outprice the world—but we can
outvalue it, if we stay true to who we are."

As one Thai entrepreneur once said, "We can’t
outprice the world—but we can outvalue it, if we
stay true to who we are."

Chart1: Confidence of SME Entrepreneurs in the Economy and Business
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Source: Small and Medium Enterprises Development Bank of Thailand.
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