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Online shopping, or e-commerce, has undergone an explosion in demand worldwide, Thailand included. Although the
e-commerce market has been expanding rapidly for many years, the outbreak of Covid-19 and the subsequent lockdowns and
stay-at-home orders that many countries issued during 2020 and 2021 forced consumers to replace trips to bricksand-mortar
shops with online alternatives. This then vastly accelerated the integration of e-commerce into consumers’ daily lives.
Alongside the growth in e-commerce, over the past decade, the world has seen an equally transformative expansion in social
media, and these two trends have now converged in the phenomenon of ‘social commerce’, that is, retailing through social
media.

E-commerce has developed very rapidly in Thailand, and the country’s Electronic Transactions Development Agency (ETDA)
estimates that in 2019, the entire national e-commerce market had a value in excess of THB 4 trillion, with just the wholesale
and retail component of this generating receipts of THB 1.3 trillion. In addition to sales through e-marketplaces, social
commerce has figured prominently in the expansion of the Thai online retail environment, and Krungsri Research believes
that in 2020, this accounted for 28% of the entire wholesale and retail e-commerce space. Globally, it is estimated that in
2020, social commerce had a value of USD 240-470 billion (or THB 7.2-14.3 trillion), with the Asia-Pacific region the standout
leader.

For greater analytic clarity, the general category of social commerce can be divided in to the five sub-groups of: (i) peer-to-
peer sales platforms, or community-based marketplaces; (ii) sales made via chat apps, also called ‘conversational commerce’
or ‘chat commerce’; (iii) sales made through forums and social media groups; (iv) live streams broadcast by sellers or other
types of temporary content; (v) electronic payments made through social media posts. In the Thai context, social commerce is
most often encountered in the second, third and fourth of these forms.

However, because the surge in interest in social commerce has been so closely tied to the Covid-19 crisis, observers may
question how the segment will fare once the epidemic has been brought under control and consumers and the economy have
been able to settle into whatever form the ‘new normal’ will take. Krungsri Research has thus carried out SWOT and PESTEL
analyses, and these reveal that although social commerce will continue to be buoyed by a mix of its internal strengths and
favorable external circumstances, the segment is also exposed to both its own weaknesses and challenges from outside that
will need to be overcome. Not least among these are issues related to the safety of online shopping and payment systems,
and online sellers and financial institutions will need to give these issues careful consideration.

To better understand consumer behavior with regard to social commerce services, Krungsri Research carried out an online
survey of the opinions of 522 individuals between March 29 — May 1, 2021. The results show that Facebook was the most
popular social commerce channel. The majority of purchases fell into one of the three categories of clothing, food and drinks,
and cosmetics, perfume, and beauty and skin products. Most purchases had a value of THB 100-1,000 and generally this was
paid for through a mobile banking app, especially if that app was connected to the consumer’s primary account for making
payments and transfer. When asked, survey respondents said that they would like payment service providers to partner with
sellers to run joint promotional campaigns or to offer loyalty point programs that could be set against discounts or exchanged
for gifts from the seller or the bank/payment provider. Respondents also stated that they would like payment to be seamless
and fully integrated between the seller and the payment sides so that payments could be completely automated; taking
account of this diversity of opinion will be an important step on the road to better meeting future consumer demand.

Almost no corner of the world has escaped the impacts arising from the emergence of the internet, and the effects of this
have only been accelerated by the Covid-19 crisis. Indeed, as a result of the transformations witnessed over the past 18
months, the internet is now even more tightly woven into the fabric of consumers’ day-to-day lives worldwide, in Thailand
just as much as in any other country. Thus, over the period 2013 to 2020, the number of Thais using the internet jumped
91.6% Y/ from 26 million to 50 million. Alongside the rising total number of users, average daily usage rates have also climbed,
and a 2020 report by the ETDA indicates that in the year, Thais spent an average of 11 hours and 25 minutes online every day.
Thais are in fact now among the world’s most avid consumers of social media and the same report reveals that for Thai
internet users, accessing social media services is their preferred online activity (95.3% of users report doing this). Data from
WeAreSocial also shows that 51 million Thais have Facebook accounts, making Thailand the company’s 8th most important

1/ http://webstats.nbtc.go.th/netnbtc/INTERNETUSERS.php
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market, while there are also 16 million Thai users of Instagram (the image-based social media site and app), putting the
country in 15th place in the global ranking. Moreover, in addition to raw penetration rates, Thais tend to be more engaged
than average with these platforms, and so for example on Facebook, Thai users make an average of 8 comments per person
per month, against a global average of just 5 (Figure 1).

Figure 1: Thai Internet and Social Media Usage Patterns Compared to Global Averages
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Source: WeAreSocial and Hootsuite (Jan 2021), Krungsri Research

The rising penetration and engagement rates for the Thai internet is naturally one factor that has encouraged the local success of
e-commerce, interest in which has seen extremely high rates of growth over the past 5 years. The WeAreSocial report
referenced above reveals that a full 84% of Thai internet users have bought goods online, higher than the global average of 77%
and the 3™ highest rate in the world, beaten only by Indonesia and the UK. Here, ‘e-commerce purchase’ extends to encompass
both those made on the major platforms or e-marketplaces 2/, which in Thailand include Shopee, Lazada and JD Central,
individual sellers’ own websites or apps, and sales made on social media platforms by both individual sellers and brands, or
so-called ‘social commerce’. The latter is increasingly popular in Thailand, and sometimes takes the form of live streaming on
social media.

However, making an accurate assessment of the Figure 2: Value of the Thai e-Commerce Market by Buyer
e-commerce sector is complicated by the fact that in 2019 and Forecasts for 2020-2025
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Source: ETDA (2019), Forecast by Krungsri Research
2/ For more details on e-marketplaces, please see https://www.krungsri.com/th/
research/research-intelligence/ri-online-marketplace-en

3/ Not including social commerce
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Exclusively private-sector e-commerce # (i.e., not including the B2G category) had a value of THB 3.4 trillion in 2019. Within
this, the most important segment was wholesale and retail trade, which contributed 38.1% of the total, followed in order by
hotels and accommodation (28.8%), manufacturing (14.7%), news and media (12.8%) and transport and distribution (4.6%)
(Figure 3). Krungsri Research estimates that in 2020, the unusual circumstances of the Covid-19 outbreak pushed the
combined value of the B2B and B2C segments to somewhere in the region of THB 4 trillion, and that over the next 5 years,
receipts from the B2B and B2C markets will rise by a further 6.2% and 8.5% respectively.

Figure 3: Value and Share of Thai e-Commerce Sectors, 2019

Unit: million THB
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Accommodation,
981,258 , 29%

Source: ETDA (2019), Krungsri Research

With a 2019 value of THB 1.3 trillion, the wholesale and retail segment is at the heart of the e-commerce sector, and within
this market, e-marketplaces and social commerce are the two prominent channels; Krungsri Research’s analysis indicates that
in 2020, these accounted for respectively 47% and 28% of wholesale and retail e-commerce (Figure 4). Moreover, these two
channels are especially important for SME operators, and the role of SMEs in supporting these is such that sales by small and
medium-sized enterprises are estimated to account for 94% of the value of goods distributed through e-marketplaces and a
full 99.93% of the value of social commerce sales. This assessment is in line with the WWTH 2020 report % (Figure 5), which

noted that smaller SME-sized brands benefit from sales through social commerce, while large brands are more dependent on
e-marketplaces.

Figure 4: Estimated Retail and Wholesale e-Commerce size, Figure 5: Estimated Wholesale and Retail e-Commerce Sales
by Sales Channel, 2020 by Sales Channel and Business Type, 2020
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23%
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94.4% 99.9% b
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0,
28% 47% 3.9
Own website/apps E-Marketplace  Social commerce Electronics Data
Interchange (EDI)
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Source: ETDA (2019), Projection by Krungsri Research Source: ETDA (2019), Projection by Krungsri Research

Although the mix and preferences differ according to business size, the communications channels used by both SMEs and
enterprise-level operations for public relations and marketing are broadly similar. For these players, social media (most likely
Facebook, Line or Instagram (Figure 6)) is the primary means of connecting with their current or potential customer base, and
so within the e-commerce space, social media doubles as a channel for promotional activities and a place for making sales,
these being two of the 4 marketing Ps &. For sellers, distributing through social media is also a good choice for those just
starting out with online sales since this has the advantage of being easy to use, effective and rapid, as well as providing good

practice for sellers before they move to distributing through other channels such as e-marketplaces, where the market is
much bigger and competition correspondingly stiffer.

4/ B2B and B2C

5/ WWTH 2020 : Web Wednesday 21, 28 October 2020

6/ The 4 Ps, or the marketing mix, play a fundamental role in developing
marketing plans. The four Ps are: product, price, place, and promotion.
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Although e-commerce began as one option for shoppers
looking for greater ease and convenience, data on sales show
that being active on e-commerce channels has grown into
becoming much more of a necessity for distributors. As
discussed above, the Covid-19 pandemic has caused a shift in
consumer attitudes, which have now moved to a much
greater preference for online shopping. A survey by the Office
of the National Broadcasting and Telecommunications
Commission (NBTC) reveals that in January and February
2020 (i.e., at the very start of the Covid-19 crisis) purchases
on the Shopee and Lazada platforms jumped by respectively
478.6% and 121.5%, with growth continuing through March
and April, when the government restricted travel and
instituted a nationwide lockdown as it tried to halt the spread
of the pandemic.

Given this general preference for e-commerce in Thailand (the
country is 3™ in the world rankings) and social media’s deep
penetration rates (the country has a similarly high ranking for
social media use), it was perhaps inevitable that interest in and
uptake of social commerce has been so extensive. However, in
addition to promising opportunities, these developments are
also generating threats and challenges for both buyers and
sellers, and these extend to include the banking sector, which
plays a crucial role connecting these two sides of the
e-commerce market through the banks’ payment systems. This
then leads to the question of how banks should try to navigate
through the evolution of social commerce during a period in
which it is developing into a force as potent as any other part of
the e-commerce mix.

A The place of social commerce in global markets

Figure 6: 5 Most Important Promotional Channels for
Thai e-Businesses, by Size of Operation
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The popularity of social commerce seen in Thailand has been duplicated around the world, and in January 2021, Research and
Markets estimated that the value of all sales made through social commerce worldwide in 2020 came to around USD 240
billion 7 (or some THB 7.2 trillion). By 2026, this is forecast to rise to USD 1.95 trillion (or THB 58.5 trillion), and although the
Covid-19 crisis has caused supply chain disruptions of varying intensity, improving technology and better telecommunication
infrastructure will ensure that social commerce remains on a solid growth track, and that very rapid rates of growth will

continue.

Grand View Research has also tried to estimate growth in the
value of the social commerce market, and their assessment of
the situation is that this will grow to USD 3.4 trillion
(approximately THB 101 trillion) by 2028, giving a Compound
Annual Growth Rate (CAGR) of 28.4% over the period 2021-
2028 (Figure 7). By type of business, Grand View Research
also believes that as of 2020, the world social commerce
market was split between B2C, B2B and C2C (consumer-to-
consumer) segments in the ratio 53%, 35% and 12% (Figure
8). It is notable that in the same year, Asia-Pacific housed the
lion’s share of the global social commerce market and that
within the region, social media sales generated revenue of
USD 325 billion (THB 9.8 trillion), or 68.5% of the world total.
Part of the explanation for this lies in the region’s continuous
and ongoing investment in tech infrastructure, which is now
fully capable of meeting consumer demand for mobile
internet services, and from strong uptake rates of social
media services, such as Facebook, Twitter, and Instagram.

Figure 7: Size of and Growth in Global Social Commerce
Market (from 2 research houses)

(billion USD)
Research and Market Grand View Research
CAGR =29.4%
3,370
1,949
475 584.9
241

2020E 2026F 2020 2021F 2028F

Source: Research and Market (Feb 2021), Grandview Research (Jan 2021), Krungsri Research

7/ Calculated from an estimated 29.4% cumulative annual growth rate (CAGR) for the period from 2020 to 2026.
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Although social commerce is becoming much more widespread
at the global level, a 2019 survey by Facebook and BCG shows
that it is uniquely popular in Thailand. In fact, Thailand came
second in the ranking of countries surveyed with regard to the
proportion of the population planning to increase the level of
purchases made through social commerce (75% of Thai
respondents planned to do so), with the country beaten only by
India. In addition, buying through social commerce acts as a
route into the market for consumers experimenting for the first
time with the broader area of online shopping, and 54% of
survey respondents reported that they had begun online
shopping by buying through a chat app, which is one form of
social commerce. This was the highest proportion of any
country surveyed (Figure 9 and Figure 10).

Figure 9: Proportion of Survey Respondents Planning to
Increase Purchases from Social Commerce Channels
84%
5% 7%

69%
°66%  g3% g%

Figure 8: Share of Global Social Commerce,
by Type of Buyer and Seller
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Source: Grandview Research (Jan 2021), Krungsri Research

Figure 10: Proportion of Survey Respondents who Began
Buying through Social Commerce Channels via a Chat App
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Source: Facebook & BCG (2019), Krungsri Research

A Types of social commerce

Source: Facebook & BCG (2019), Krungsri Research

Analysis of the social commerce phenomenon is complicated by the fact that trends and preferences in social media use vary
significantly from one country to the next, and this then necessarily means that the social commerce usage patterns can be
highly specific to one area. Moreover, because of the extremely dynamic nature of the technology that supports it, social
commerce can go through very rapid evolution and some forms that are very popular can rapidly lose their lead position
before ultimately disappearing from the market altogether. This situation is further complicated by the fact that any
individual purchase may involve shoppers using more than one social commerce channel. Nevertheless, some of the general

types of these are given below (Figure 11).

1) Peer-to-peer sales platforms: These are websites or apps that have been set up to allow members to sell their own

2)

goods or services. There are numerous examples of these, including Etsy, a community-based e-marketplace that is
centered on the sale of handicrafts and related goods, and Pinterest, a social media image sharing platform that also
allows members to buy goods similar to those that appear in the pictures shared on the platform. Marketplace on
Facebook is also one of the examples of this type of social commerce. In China, the Xiaohongshu app (also called ‘Little
Red Book’ or simply ‘Redbook’) fills a similar role. This app allows users to share images or video and lifestyle news and
although in this regard it is similar to Pinterest and Instagram, it has also expanded into online sales. In Thailand, an
example of a peer-to-peer sales platform is PantipMarket. This is an extension of the Pantip web forum (Thailand’s oldest
forum) and it has been established to allow Pantip members to sell goods and services to one another.

Conversational or chat commerce: This involves making sales through chat app that connects directly to actual or
potential buyers. The chat app may be hosted on the seller’s own website or it may be part of a social media app that has
the primary goal of enabling the sharing of information, images or video, such as the messaging systems that Facebook
and Instagram make available, or the LINE app, which began life as a chat app but which has subsequently broadened its
reach. Adding complexity to this, some sellers may make their operations more efficient by investing in labor-saving
technology such as chatbots &. Chat-commerce may also be connected to other forms of social commerce since interest
from buyers may initially be generated via another channel before the sale is closed through the chat app.

8/ A chatbot is a computer program that is able to respond automatically to users
in a realistic way, though generally this is restricted to text messaging only.
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3) Selling through social media forums and social media groups: This often occurs through online groups that have been
explicitly established to allow users to buy and sell goods, and often these will have a particular focus, such as ‘mother
and child’ goods, though in Thailand, popular examples are centered on particular universities, such as the Facebook
groups Thammasat Alumni Marketplace and Chula Marketplace. Following the outbreak of Covid-19, these have gained
significantly in popularity.

4) Selling through livestreams or other types of temporary content: Selling through livestreams first began to gain
popularity in China on the Chinese platforms TaoBao and Douyin (more famous outside China under its alternative name
TikTok). Generally, it is only possible to buy goods that are presented or advertised during the livestream itself, when
prices will be discounted from their normal rate or other types of temporary promotion may operate. This forces viewers
to make snap decisions over whether or not to buy. A prominent Thai example of this is ‘Bang Hasun’, a retailer of dried
seafood products based in Satun province who is able to generate up to THB 1 million in sales daily through his unique
livestreams %. In addition to livestreams, temporary content such as Facebook and Instagram ‘stories’ is increasingly
being used for sales and advertising. Retailers and marketers are attracted to the limitations of these channels, which in
the case of ‘stories’ mean that content is displayed for just 5 seconds for images and 15 seconds for video. Each story is
also available for only 24 hours, after which it is automatically deleted but perversely, the ephemeral nature of this
content acts as a strong incentive to consumers to click through before it disappears.

5) Electronic payments linked to social media posts: Social media platforms are now adding functionality to their services
that allows users to make payments for purchases made on that platform without having to use a third-party payments
app. Examples of this include Facebook Pay, Twitter Buy % and other offerings from FinTech players that combine
e-payment systems with social media services, such as Venmo 1%/,

Figure 11: Types of Social Commerce
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The discussion above illustrates the difficulties involved in attempting to give a tight definition of social commerce, and in fact
at the borders, there may be significant overlap between social commerce and other types of e-commerce, especially on
e-marketplace platforms that allow selling between users, such as Shopee and Lazada. This is further complicated by the fact
that bundling the ability to make electronic payments with social media functionality might also be regarded as an extension
of other types of social commerce. In the Thai context, social commerce most often occurs through chat apps, social media
forums and groups, and livestreams. Chat commerce in particular has a strong presence in the broader social commerce
space, and a survey by Facebook and BCG revealed the following reasons for using chat commerce: it allows buyers to make
additional product and price inquiries (61% of respondents); buyers receive instant feedback (37%); it allows buyers to
confirm the reliability of sellers and to negotiate prices (37%); it is easy to use (27%); and it allows sellers to provide better
and more personalized advice (26%) (Figure 12).

9/ Paris Jitpentom (2019), “Hasun: How Expert Livestreaming Changed the Life of a Dried Seafood Seller’.
10/ Services began in 2015 but have since been discontinued.

11/ In the case of the online payments provider Venmo, users are able to make money transfers to one
another through the Venmo app, but the app also provides a news feed and so it may be regarded as a
combined social media and payments app.
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Figure 12: Reasons Given by Survey Respondents for their Use of Chat Commerce
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A Trends in Thai Social Commerce: Expansion or Stasis?

At the end of 2019, the managing director of Facebook Thailand revealed that because social commerce (and in particular
chat commerce) is such an important sales channel for SMEs, within the next two years, he expected major new players to
enter the space and increasingly contest market share. In fact, prior to the start of the Covid-19 crisis, it was forecast that
over the next 3-5 years, social commerce was expected to see growth rates that would go as high as 20-35% per annum 12/,
However, as described earlier, the epidemic has given an unprecedented boost to social commerce, and the Chief
Commercial Officer of LINE Thailand estimates that in large part thanks to the pandemic, 83% of the Thai adult population has
now bought online, with 71% of these having done so through their mobile phone !¥/. LINE Thailand also estimates that 62%
of online shoppers locate and then buy products through chat apps, and this figure likely reflects Thai buyers’ preference for
speaking with sellers before confirming their purchases. Using chat apps also benefits sellers since this helps them to create
stronger personal relationships with their customers, and this can then influence the latter’s purchase decisions at least as
much as do simple matters of price.

Looking into the future, however, it is somewhat unclear how social commerce will fare in the post-Covid-19 ‘new normal’,
and although consumer behavior has been profoundly reshaped during the almost two years of the crisis, it is not
immediately obvious how far or how long the market will be propelled by the huge boost to social commerce that this has
provided. To help clear up these uncertainties, Krungsri Research has used the SWOT and PESTEL analytic frameworks. The
former provides insight into the impact of (i) internal factors, comprised of strengths and weaknesses, and (ii) external
factors, namely opportunities and threats. This has then been combined with an understanding of the influence of factors
found in the broader business environment, which is provided by the PESTEL analysis, itself comprised of an analysis of
political (P), economic (E), social (S), technological (T), environmental (E) and legal (L) factors.

Our analysis shows that social commerce benefits from a significant number of internal positives, especially with regard to
how some of the features of social commerce line up with Thai consumers’ preferences for chatting with sellers before
committing themselves to a purchase. For those on the selling side of the market, social commerce helps to increase their
exposure to potential new buyers and to develop stronger relationships with their existing customers and through this, to
build brand loyalty. Externally, social commerce has been boosted by a range of forces, including: the spread of Covid-19 and
the subsequent much higher familiarity of Thai consumers with online shopping; the country’s generally good transport and
logistics infrastructure, the strong competition within the sector and the resulting low costs; and the advanced state of the
e-payments infrastructure. Given the alignment of these positive factors, Thai social commerce finds itself looking forward to
a growth-oriented future.

Nevertheless, despite the broad array of positive factors supporting its development, the market for social commerce still has
to contend with a large number of weaknesses and limitations. By definition, social commerce sellers need to establish
operations on social media platforms and in some ways, this can be comparable to renting a shop, given the fact that sellers
will need to abide by the rules and regulations of the platform provider, which may change without warning. Traders also
need to put in place their own system for managing orders, as well as being prepared to give timely responses to customer
enquiries, while beyond this, questions over the safety of purchases and payments continue to trouble the sector, and both
social commerce sellers and providers of payment services need to work hard to solve these problems (Table 1).

12/ https://heroleads.asia/th/blog/social-commerce-trends-2020/
13/ https://www.dailynews.co.th/economic/821696
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Positive factors Negative factors

Table 1: SWOT and PESTEL Analysis of the Social Commerce Space

Strengths Weaknesses
For sellers o Compared to the 3% chance of a sale occurring on an o Because sellers do not own the social media platforms on which they
e-marketplace, selling via a chat app increases the chance of operate, they may end up being blocked by service providers or they
closing a sale to 45% 4/, may have to spend more heavily on marketing to ensure that potential
e This increases the chance of finding new customers, and over buyers are able to see their products ¢/,
57% of consumers report having found new brands through e Maintaining a social media presence is in some ways similar to renting
social media 14/, shop space, and sellers need to abide by the platform operator’s rules
o Chat apps help to establish a strong relationship between or face the risk of being instantly ejected from the space 17/
buyers and sellers, and this then makes repeat sales easier to | e Sellers will need to carry the costs in time and money involved in
achieve than they are when sellers use other types of permanently being on standby waiting to answer customer inquiries.
e-commerce 15/ Ideally, responses should be made instantly 1# or failing that, within 5
Internal minutes 1, and these need to show confidence and a clear
factors understanding of the goods or services being sold.
o Itis more difficult for sellers to establish their trustworthiness than
when selling in e-marketplaces or through offline channels.
o Payment options are somewhat limited.
o Sellers need to set up and manage their own order processing facilities.
For buyers |« Among online distribution channels, this is the easiest wayto | e Time-limited promotions or sales may take place at times that are
make purchases and then to pay for these. inconvenient for some buyers, who will therefore lose the chance to
e This allows for two-way communication, which then increases make these purchases.
confidence in the trustworthiness of sellers. o There is no foolproof way of establishing the identity of sellers and so it
o If buyers have any doubts over the goods or services being is up to buyers to do what they can themselves to screen out
purchased, they are able to instantly contact sellers. untrustworthy retailers.
Opportunities Threats
P - Political o Restrictions on traveling and lockdowns that were enforced o During the period of lockdowns, tight controls on cross-border transit
factors during the Covid-19 epidemic encouraged a large number of disrupted supply chains in some industries, which then had knock on
consumers to switch to shopping online in place of making effects on the supply of some goods distributed through social
offline purchases. commerce channels.
E-Economic |e Economic recovery, and especially recovery in the tourism e The economic shocks delivered by Covid-19 have seriously damaged
factors sector (expected to begin in 4Q21), will help to lift consumer consumer spending power.
spending power.
o Competition between road haulers is helping to bring down
distribution costs.
S - Social o The popularity of social media within Thailand guarantees e When shoppers have had a bad experience with a retailer selling
factors social commerce operators access to a large supply of through social commerce, this may have negative impacts on their
potential customers. willingness to buy via social commerce again. This may also extend to
o The behavior of Thai consumers and their desire to affect the attitudes towards social commerce of the friends and family
communicate with sellers, in particular to ask for discounts of that individual, too.
and free goods ¥/, has supported strong growth in social o A lack of experience with or knowledge about how to use social media
commerce. may make individuals susceptible to being tricked or defrauded.
T- e Improving communications infrastructure, the wider reach of | e In some parts of Thailand, access to the internet and high-tech services
Technological internet and 5G networks, and the falling cost of mobile is limited, most notably in the remoter parts of the country.
factors phones means that consumers are generally now much better | e Thailand still lacks seamless integration between social commerce sites
able to access social media via mobile devices. and financial institutions or payment service providers.
o Online payment systems (e.g., online and mobile banking apps)
are now much more secure than in the past, and this has
significantly improved consumer confidence in making online
External purchases.
factors E- o Thailand is exposed to a relatively low risk of extreme natural | e Buying goods through social commerce channels entails their being sent
Environmental disasters, and so the accompanying risk of delays to goods to buyers, and so to protect them from damage in transit they have to
factors being delivered is also fairly low. be wrapped in environmentally unfriendly plastic, thus adding to the
country’s problems with waste disposal. Consumers who are concerned
about plastic pollution may then feel compelled to reduce the level of
purchases made through these channels.
L - Legal o There is a large number of regulations protecting the o Rules established by the Revenue Department ensure that banks report
factors consumer rights of individuals making online purchases 2%/, full details on all accounts that they hold open, including:

These include the following:

o Article 61 of the 2017 constitution specifies that the state is
responsible for protecting and enforcing consumer rights.
This extends to ensuring that claims made in marketing and
advertising are correct, consumers’ health and safety is
preserved, and transactions are conducted fairly and
equitably.

o The 1998 amendment to the Consumer Protection Act B.E.
2522 (1979) ensures that consumers are compensated for
their losses if purchases are not as advertised. The
subsequent 2019 amendment ensures that the work of the
Office of the Consumer Protection Board (OCPB) is more
effective and responsive so that consumers are now less at
risk of being exploited by retailers.

A ‘Consumer Council’ was set up in 2020 by 151 consumer
organizations. The council has been legally established as an
independent juristic person tasked with across-the-board
consumer protection and is authorized to act on behalf of the
country’s consumers 2%/,

1) The number of deposits and transfers made into accounts exceeds
3,000 times per year.

2) The number of deposits and transfers made into accounts exceeds
400 times per year, and the annual total of these is greater than THB
2 million.

These rules may act as disincentive to trade for social commerce sellers
that are not yet paying their full taxes or declaring their full income.

Source: Krungsri Research
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A Survey results of Social commerce behavior of Thai consumers

To better understand the behavior of Thai consumers with regard to purchasing goods through social commerce, between
March 29 — May 1, 2021 (a period that coincided with the start of Thailand’s 3rd wave of Covid-19 infections), Krungsri
Research carried out an internet-based survey that resulted in 522 responses. The survey consisted of three sets of questions:
(i) general information on the respondent (gender, age, area of residence, education, and income); (ii) frequency and types of
purchases made on any of Thailand’s four most popular social media platforms (Facebook, LINE, Instagram and Twitter); and
(iii) preferred means of making payments for these purchases.

® General information

75% of respondents were female, 89% were working age (29% were 25-34 years old, 38% were 35-44 and 22% were 45-54),
44% finished their education with a bachelor’s degree and 43% with a master’s degree, 48% worked in the Thai private
sector, 19% either worked for the public sector, a non-profit organization or an international organization, and 14% were self-

employed, and over half had an income of THB 10,000-50,000 , despite an overall relatively good income distribution (Figure
13).

Figure 13: General Background of Survey Respondents

25-34 ‘
29% Master's degree Doctoral degree
5%
Male 1524 35.44 Primary ScthoI or lower
Not specified 23% 4% 38% Middle school or equivalent
0.4% 1%
- Gender 65+ - Age Education -l High school or equivalent
1% 3%
LGBTQ+ High Vocational Diploma
2% Female 55-64 or equivalent
75% 6% 3%
45-54 Bachelor degree

22% 44%

Public Sector, NGO, 70,001-100,000

and Int'l Org. 50,001-70,000 13%
19% 13%
100,001-150,000
Students . 6%
3% Private Sector
Retirees/Unemployed Employees
6% . 48% Monthly 150,000 or above
Homemakers Occupation Income 9%

5%
Freelancers and others
6%

30,001-50,000
2 0,

6%

Less than 10,000
6%

Entrepreneurs
4%

10,001-30,000
2 0,

Professionals 7%

4%

Source: Krungsri Research

Over 90% of respondents lived either in the Bangkok Metropolitan Region (BMR) or in another municipal district, 9% lived
outside a city district, and 1% lived abroad. By area, 80% lived in the BMR, 5% lived in the central region, and approximately
4% lived in each of the eastern, northern, and northeastern regions (Figure 14).

14/ https://positioningmag.com/1305388

15/ https://positioningmag.com/1254171

16/ https://marketeeronline.co/archives/116516

17/ https://contentshifu.com/blog/why-you-should-no-rely-on-social-media

18/ https://www.marketingoops.com/

19/ From “Thin Slices of Negotiation: Predicting Outcomes From Conversational: Dynamics Within
the First 5 Minutes” in Journal of Applied Science. This shows that the first 5 minutes of a

conversation provide sufficient information to predict the results of discussions and whether or
not customers will make a purchase. See also https://blog.sellsuki.co.th/impression-in-5-mins/

20/ https://www.parliament.go.th/ewtadmin/ewt/elaw_parcy/ewt dl link.php?nid=1803
21/ https://www.komchadluek.net/news/scoop/385297
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Source: Krungsri Research

Figure 14: Location of Respondents

Within a city
municipality/BMR
90%

Northeast, 4%

East, 4%
West, 0.4%
Central, 5%

South, 2%

@ Behavior of social commerce shoppers

Live abroad, 1%

' Region

North, 4%

BMR, 80%

Over the 6 months prior to completing the survey, 91% of respondents had made a purchase through a social commerce
channel. The most popular platforms for making purchases were Facebook (used by 86% of respondents), LINE (68%) and
Instagram (35%). Twitter sat in last place and only 8% of respondents reported having made a purchase through it (Figure 15).

Figure 15: Social Commerce Shopping Experiences in the 6 Months Prior to the Survey

No
9%

Source: Krungsri Research

86%

68%

35%

8%
I

O O

Y

The frequency with which respondents made purchases via social commerce was somewhat correlated with the social media
channel through which this happened. Social commerce took place most often on Facebook, with respectively 10% and 22%
of respondents buying on Facebook ‘regularly’ (1-2 times per week) and ‘often (1-3 times per month). For LINE, the
equivalent figures dropped to 3% and 12% and then to 1% and 7 % for Instagram. Twitter proved to be somewhat unpopular
as a sales channel, and only 0.8% of respondents bought goods ‘regularly’ through the micro-blogging app (Figure 16).

Figure 16: Frequency of Social Commerce Purchases in the 6 Months Prior to the Survey

f

34%

. Regularly (1-2 times or more/week ) . Often (1-3 times/month )

Source: Krungsri Research

20%

19%

- e

19%
8%

Sometimes (3-5 times within the last 6 months)

4.2%

1.1%
1.7%
0.8%

Y

Rarely (less than 1-2 times within the last 6 months) . Never
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When asked how many social commerce channels they
used, respondents most often answered ‘two’ (41% of
the survey group), and for these individuals, the most
common combination was Facebook and LINE (reported
by 78% of those who bought from exactly 2 social media
platforms). 29% of respondents only bought from a
single channel, and for 72% of these, that channel was
Facebook (Figure 17).

Ticket size fell into the THB 100-500 and THB 501-1,000
bands at broadly similar rates (Figure 18), while the
most commonly bought goods were clothing and
accessories (purchased by 64% of respondents), food
and beverages (50%), and cosmetics, perfume, and
beauty and skincare products (30%) (Figure 19).

Figure 18: Average Value of Individual Purchases
Made through Social Commerce Channels

100-500, 38%

less than 100, 2%
more than 3,000, 4%

501-1,000,
1,001-3,000, 17% 39%

Source: Krungsri Research

@ Paying for social commerce purchases

Figure 17: Number of Social Commerce Channels used in

the 6 Months Prior to the Survey

Facebook = Line Instagram Twitter

72% 22% 4% 1%
1 channel,
29%
0 channel,
3% - 2 FB Line FB IG FB TW Line IG
4 channels
’ 2c¢ch Is,
o y &
3 channels, No FB No Line No IG No TW
2% . 1% 2% 3% 94%

Source: Krungsri Research

Figure 19: Types of Goods Bought through

Social Commerce Channels

Others 23%
Furniture and home decoration 8%
Kitchen appliances (frying pans, air fryers) 9%
Computer and electronic equipments 12%
Food supplements 15%
Household items (detergent, dishwashing, etc.) 15%
Accessories 21%
Cosmetics, perfumes, beauty products 30%
Food/snacks/beverage
Clothing

Source: Krungsri Research

50%
64%

Considering all respondents regardless of their preferred social commerce channel, the majority paid for their purchases
through the payment services provided by a traditional intermediary, such as a commercial bank or specialized financial
institution. This was particularly notable for those buying through Facebook (the largest share of respondents), 80% of whom
chose to pay through a bank, generally by making a transfer through a mobile banking app (66% of respondents reported
doing this). This was followed in a very distant second place by making a debit or credit card payment (7%) and then by
internet banking transfer (6%) or paying cash on delivery (COD) (5%) (Figure 20).

With regard to payment methods, there was a clear preference for using services provided by traditional banks. Thus, 44% of
respondents made payments through Kasikorn Bank, 39% through SCB, and 32% through Krungsri. Uptake rates for non-bank
service providers (e.g., Rabbit, LINE Pay and True money) were low and at just 7% each, these were all close to the proportion

paying cash on delivery (Figure 21).

Figure 20: Payment Methods Used when Making Social Commerce Purchases
in the 6 Months Prior to the Survey

-

= 1=l

48%

2000

Mobile banking, 66%

Credit cards

Internet banking

<Transfer via ATM / Branch, 1%>

E-wallet, 1%

- 3%I 6% Cash on Delivery

R - |

‘ Almost 80% of all payment methods are done through banks.

Source: Krungsri Research
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When asked about their primary motivation for choosing a
particular payment service provider, the most common
response was that this was the buyer’s main account for
making payments and transfers (73% of respondents gave
this response). The next most important reasons were that
the account was the buyer’s main saving account (40%) or
payroll account (28%). Other less frequent reasons included
confidence in the safety of the payment services (13%),
discounts or free gifts for service users (11%), the ability to
participate in a bank’s points/rewards scheme (9%), and
familiarity with the bank or service provider gained online or
in day-to-day life (7%) (Figure 22). At first glance, it therefore
appears to be the case that the effect of communications
and marketing efforts that aim at building brand awareness
of the service provider do not have a significant effect on
buyers’ decisions over which financial service provider to
use when making purchases on social commerce.

Banking services that support or encourage social commerce
sales may be divided into three groups. Group 1 covers joint
promotions between the bank and the social commerce seller

Figure 21: Preferred Payment Systems

© I

32%

7%

LINE Pay
L

truemoney

Ub

7%

6%

(colored orange in the accompanying illustration), group 2
includes the development of payment systems (gray), and
group 3 encompasses systems to compare and to recommend
payment gateways (blue).

5%

Source: Krungsri Research

Survey respondents were most interested in the first of these groups, that is, promotions between banks and sellers. Most
popular in this group was the possibility of seeing joint marketing campaigns between these two (56% of respondents),
reward/loyalty schemes from sellers that allowed buyers to collect points with each purchase and then to exchange these for
gifts (42%), and reward/loyalty schemes that allowed buyers to collect points for purchases and to swap these for gifts from
the bank (37%). Overall, group 2 and the development of payment systems was the next most attractive set of options, and
within this group, respondents were most keen on being able to link directly and automatically between social media and
mobile banking, or to ‘deep link’ (29% of respondents). This was followed by a desire to have links or QR codes generated
automatically that included the relevant account numbers and the transaction total (28%), the ability to make instant
payments without having to leave the social media platform (21%), and being able to record orders and confirm transactions
while sellers were livestreaming (10%). 23% of respondents were also interested in a smart system that would compare
different payment gateways and then recommend the most suitable (Figure 23).

Figure 22: Reasons for Using Particular Payment Systems

40%

Figure 23: Preferred Changes to Payment Services
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Others 1%

Others
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A Krungsri Research view: Directions of change for banking service that can improve the
overall social commerce experience

Growth in the social commerce market, which has been especially notable in Thailand, has benefitted from the conjunction of
the explosion in the popularity of social media and the surge in demand for online shopping. Social commerce has thus
become both a door into the world of e-commerce for a considerable number of buyers and sellers, and a major part of the
broader e-commerce ecosystem in its own right. Indeed, the social commerce space is continuing to attract a greater number
of consumers and greater inflows of money, and it is clear that rather than being a temporary phenomenon, social commerce
is not just here to stay but will in all likelihood continue to expand through the coming period. In particular, the ability to
communicate directly between buyers and sellers helps to bring the two sides of the market closer together, deepen relations
and pave the way towards greater sales. The market is also helped by external factors, such as the transformation of
consumer behavior and the jump in uptake of e-commerce services that the Covid-19 crisis has brought about. Nevertheless,
the social commerce market faces a broad range of challenges, especially with regard to the security of online purchases
and payments, but even here, the difficulties that currently affect the market also provide an opening for banks to extend
and widen their participation in the social commerce space. If banks seize this opportunity, not only will they be able to
support the further development of the sector, they will also be helping themselves.

The survey of consumer behavior and social commerce shopping habits that Krungsri Research has carried out has helped to
underscore the economic importance of this market. Of particular note is the discovery that 91% of respondents had made at
least one social commerce purchase in the past 6 months. The popular channels such as Facebook and LINE, which are the
main channels of social commerce in Thailand, should continue to gain their importance, especially in an era where online
shopping has become the new norm of spending.

Looking out over the near future, when the turmoil of the last two years stabilizes and the world settles into a ‘new normal’,
it is likely a large share of daily life will remain permanently mediated by the internet. In light of this, financial service
providers, who are really a kind of support agency for businesses active in the social commerce space, will need to develop
with these changing circumstances. However, because of the sometimes marked differences between consumer groups, the
most suitable path for banks to take in order to expand their customer base among social commerce buyers will very much
depend on exactly which consumer groups they are attempting to appeal to.

In conclusion, it is notable that although the technological development of payment systems continues unabated, when it
comes to social commerce platforms, payments generally still rely on somewhat basic mobile and internet banking
systems, or even on ATM transfers, which have the considerable disadvantage of not providing protection against being
defrauded by unscrupulous sellers. It is therefore incumbent on operators of payment gateways to do their best to
alleviate pressure on the most obvious pain points found in the social commerce ecosystem. This is especially so for banks,
which thanks to the degree of trust placed in them by the public, find themselves in the position of performing the
fundamentally important role of intermediating market transactions. This trust is in fact one of the banking sector’s most
important intangible assets, and banks need to find a way of using this as a lubricant to oil the market and through this,
increase overall ease of making transactions, reduce friction between buyers and sellers, and alleviate problems arising from
asymmetric information problem 2%. If they are successful in achieving this, both sides of the social commerce market will
benefit from improved payment services and banks will be able to continue to provide long-term support for this important
part of the e-commerce market.

22/ Asymmetric information is a problem identified by economists that describes how
buyers and sellers usually have different access to relevant business information.
Generally, sellers are likely to have greater access to the relevant data, to the
point of knowing whether or not they will actually deliver the goods being sold.
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