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Executive Summary

Tax compliance has been a long-lasting problem for many countries including Thailand. In 2014,
the Office of SMEs Promotion announced that there are 2.7 million Small and Medium Enterprises
(SMEs) in Thailand. Among those, there are only 350,000 SMEs from the Revenue Department data.
Therefore, the possibility that there are many SMEs out there who are not a part of tax system.

This Study on Income and Value-Added Tax Measures to Encourage Participation of Small and
Medium Enterprises to Promote Competitiveness of Thai Entrepreneurs has comprehensively compiled
significant tax compliance theories, tax duty of SMEs, problems and obstacles of Thai SMEs, and tax
measures for SMEs both in Thailand and abroad. Research methods include both secondary and primary
data from focus group and questionnaires of Thai entrepreneurs in order to learn about SMEs’ problems in
Personal Income Tax, Corporate Income Tax, Withholding Tax, and Value-Added Tax and be able to
present appropriate solutions.

The study found that SMEs’ major obstacles in complying with tax laws is from having a relatively
higher tax compliance cost comparing to large business. That is because those compliance costs are mostly
fixed cost and regressive in nature therefore large business has lower cost as their revenues get higher,
which is unfavorable for SMEs. Other obstacles include complexity in tax laws and tax calculation, lack of
tax knowledge, perception of unfair tax system, and non-appropriated incentive measures.

In practice, this study has proposed policy recommendations to reduce problems and obstacles of
SMES via four main measures that corresponded to four types of taxpayers’ behaviors (Good Taxpayers,
Unwilling Taxpayers, Lack of Knowledge Taxpayers, and Intend-to-Evade Taxpayers):

1) Incentive Measures to reduce tax burden and improve competitiveness of SMES for Unwilling
Taxpayers and Intend-to-Evade Taxpayers such as promoting the shift to corporate identity,
simplifying the withholding tax system, proposing revision of tax deductions for SMEs,
imposing compulsory VAT registrations, and giving tax credits for research and development.

2) Enforcement Measures to create respectable tax laws for Intend-to-Evade Taxpayers such as
enforcing tax laws more seriously, revising penalties to reflect tax evasion intention, rewarding
citizens who give clues on tax evasion, and reorganizing tax agency to separate tax collection
and tax policy duties from auditing and enforcement duties for more transparency.

3) Knowledge and Tax Morale Building Measures for Lack of Knowledge Taxpayers to know

their duties and be able to comply with tax laws such as setting up Friendly Tax Service Center,



4)

(6)

putting citizens’ duty and tax knowledge in educational curriculum since kindergarten, and
organizing free training for registered SMEs.

Reward Measures for Good Taxpayers to reward continuity of good behaviors and be the role
models for other citizens by offering the reward package that give benefits to good taxpayers in
two levels namely Role Model SME’s Taxpayer Award and Super Role Model SMEs’
Taxpayer Award conditional upon the duration of being good taxpayers. For examples,
certificate, tax delivery service, free promotion of business through government channels, and

tax credit vouchers.
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