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2.3) Services Sector

Table 4.13 2003-2004 Distribution of Gross Domestic Product in

Private Services Sector

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion

• Overview of GDP Structure in Services Sector

This part discusses the structure of contribution to GDP by all sizes of enterprises

found in various divisions of services sector without taking into account the

government services sector which comprised mainly public, education, and health

care services. The proportion illustrated therefore represents only GDP of the

private services sector.

In 2004, the private services sector was able to generate a total of THB 1,766.6

billion GDP, a contribution of 26.9 percent to the countryûs GDP. It was also a gain

of THB 189.2 billion over that of 2003, resulting in a real GDP growth of 10 percent.
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The structure of GDP in the services sector showed that large enterprises and

others were accounted for as much as 59.1 percent of the sectorûs GDP, at THB

1,044 billion in value. SMEs, with its 40.9 percent share, made a total of THB 722.6

billion contribution to GDP. About 26.5 percent of this was created by the small

enterprises, valued at THB 467.4 billion, while the medium enterprises shared 14.4

percent or THB 255.2 billion in value.

Figure 4.25 Structure of Services Sectorûs GDP in 2004 by Size of Enterprise

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion
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Figure 4.26 Top 5 Services Business in terms of GDP Contribution in 2004

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion

• Structure of the Services Sector by Size of Enterprise and

Services Division (ISIC - 2 digit codes)

1) Transport and communications

The transport and communications industry generated THB 509 billion or 28.8
percent of the entire sectorûs GDP. Large enterprises held 62 percent share of it at
THB 315.4 billion, while 38.8 percent or THB 193.6 billion belonged to SMEs. The
SMEs contribution to GDP could be divided into 13.5 percent generated by small
enterprises, and 24.5 percent by medium enterprises. Large enterprises, therefore,
were the major player in transport and communications services, followed by
medium and small enterprises respectively. This was partially due to the fact that
some of the transport and communications state enterprises have been privatized,
especially ones in communications services, thus adding more large enterprises to
the industry. On the contrary, most of goods transport services and passenger
vehicles were operated by SMEs.



The White Paper on Small and Medium Enterpricses of Thailand in 2004 and Trends 2005

4-39

Figure 4.27 Structure of Transport and Communications Industryûs

GDP in 2004 by Size of Enterprise

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion

2) Hotels and Restaurants

The GDP accounted for by hotels and restaurants services business in 2004 valued

at THB 337.3 billion, a contribution of 19.1 percent to the entire services sectorûs

GDP. SMEs in the industry were accounted for 82 percent of its GDP, with the

value of THB 276.6 billion. Their contribution could be divided to 62.3 percent or

THB 210.2 billion generated by small enterprises, and 19.7 percent or THB 66.3

billion by medium enterprises. Large enterprises also generated THB 60.8 billion in

GDP, a contribution of 18 percent.

Hotels and restaurants was the business where SMEs were able to surpass large

enterprises in their contribution. Small enterprises dominated the scene with their

62 percent share, followed by medium enterprises and large enterprises respectively.

These two groups had the same level of contribution in GDP. However, large
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enterprises were found to hold the least important role in hotels and restaurants

compared to the other 7 industries in the sector.

Figure 4.28 Structure of Hotels and Restaurantsû GDP in 2004 by Size

of Enterprises

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion

3) Recreational Activities

Though recreational activities only accounted for 6.5 percent of the services sectorûs

GDP at THB 114.3 billion in value, the SMEs in this industry were the source of as

much as 66.9 percent of it. Small enterprises accounted for 52.2 percent of the

SMEs contribution to GDP, while the remaining 14.8 percent was medium enterprisesû

contribution. Large enterprises in the industry had 33.1 percent share in the entire

industryûs GDP.

While SMEs had crucial roles in recreational activities industry, most of their

contribution was generated by small enterprises. Medium enterprises in this industry
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tended to hold a limited proportion of contribution compared to their small and

large counterparts.

Figure 4.29 Structure of Recreational Activitiesû GDP in 2004

by Size of Enterprise

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion

• Structure of Services Sectorûs GDP by Size of Enterprise

1) Small Enterprise - SE
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Table 4.15 Top 5 Contribution of SE to Services Sectorûs GDP in 2004

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion

Table 4.15 shows that the small enterprisesû contribution to the service sectorûs

GDP valued at THB 467.38 billion, a share of 26.3 percent of the sectorûs total. The

service industry in which small enterprises were able to add the highest value to

was hotels and restaurants. A little over 45 percent of entire sectorûs GDP, or THB

210.22 billion in value, was attributable by the small enterprises. Their counterparts

in transport and communications also held 14.7 percent share in their sectorûs GDP.

Most of this were passengers and goods transport services. In the recreational

activities services industry, despite the fact that small enterprises in this sector

held only 12.7 percent of total small enterprisesû contribution to GDP, the roles of

small enterprises in it was the most significant, sharing 52.2 percent of the

sectorûs GDP.
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Figure 4.30 Structure of Top 5 Contribution of SE to GDP in 2004

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion

2) Medium Enterprises - ME

Table 4.16 Top 5 Contribution of ME to Services Sectorûs GDP in 2004

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion
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In 2004, medium enterprisesû contribution to the services sectorûs GDP valued at

THB 255.2 billion, a 14.4 percent share of total servicesû GDP. Transport and

communications was the industry with the highest proportion of medium enterprisesû

contribution to GDP at 48.9 percent or THB 124.8 billion in value. Hotels and

restaurants industry shared 26.0 percent of medium enterprisesû contribution at

THB 66.3 billion. In conclusion, there were only two industries where the medium

enterprises played the most crucial roles, namely, transport and communications

and hotels and restaurants. This structure is different from that of their small

counterparts since small enterprises are indiscriminately found in a variety of

industries.

Figure 4.31 Structure of Top 5 ME Contributions to GDP in 2004

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion
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3) Small and Medium Enterprises - SMEs

Table 4.17 Top 5 Contribution of SMEs Services Sectorûs GDP in 2004

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion

The SMEs contribution to GDP generated by the services sector in 2004 valued at

THB 722.6 billion or 40.9 percent of the sectorûs total GDP. Hotels and restaurants

was the industry with the highest value added by SMEs at 38.3 percent of its total,

or THB 276.6 billion in value. Over 76 percent of it was attributable by small

enterprises. Transport and communications ranked second, having the GDP of THB

193.6 billion, or 26.8 percent of total SMEs contribution to GDP. Over 64 percent of

this was generated by medium enterprises. The third industry in terms of contribution

was recreational activities where its GDP amounted to THB 76.5 billion or 10.6

percent of the sectorûs total. Over 78 percent of it belonged to small enterprises. In

short, for SMEs in the services sector, small enterprises held greater share of

contribution to GDP than their medium counterparts, at the proportion of 65 to 35

percent.
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Figure 4.32 Structure of Top 5 Services SMEs GDP in 2004

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion
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4.2 Role of SMEs in 2004 Exports

4.2.1 Role of SMEs in Total Thai Exports in 2004

Considering the structure of Thai export, it is obvious that large enterprises still

had a dominant role. The value of exports in 2004 was THB 3,881 billion, a 16.7

percent increase from the previous year. Thai SMEs exports valued at THB 1,029

billion, expanding by 19.1 percent, slightly higher than the countryûs rate. This

made the SMEs contribution to Thai export increase from 26.0 percent in 2003 to

26.5 percent in 2004.

Figure 4.33 Value of Exports by SMEs and their Contribution 2002-2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion

Note: SMEs contribution to export decreased in 2003 due to updating of SMEs exporter data

for 2003-2004 from the 2002 base

In the top 10 exports, SMEs were able to increase their exports in each of them.

Cereals posted the highest growth, increasing in value by as much as 63.0 percent.
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Its share in the total export receipts also rose from 52.7 percent in 2003 to 58.5

percent in 2004.

Plastics and articles thereof was the second top contributor to export growth. Its

export value grew by 32.3 percent, increasing its contribution to export earnings

from 28.9 percent in 2003 to 29.5 percent in 2004.

Table 4.18 SMEs Contribution in top 10 Exports, 2003-2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion
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Figure 4.34 SMEs Contribution to Thailandûs Major Export Goods in 2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion

Table 4.18 and Figure 4.34 illustrated roles of SMEs in Thailandûs top 10 exports in

2004. Despite the fact that the highest value of SMEs exports was in electrical

machinery and equipment and parts, amounting to THB 143.9 billion, the greatest

proportion of SMEs in exports was instead found in cereals at 58.5 percent. Mineral

fuels, mineral oils and products, and precious stones and jewelry were among the

exports with higher SMEs contribution of 45.6 and 42.2 percent, respectively. The

share of SMEs in other major exports was at minimal level.

4.2.2 SMEs Major Export Goods

The list of top 10 exports by SMEs is different from the countryûs list. Electrical

machinery and equipment and parts remained as the top export, followed by cereals

and motor vehicles and parts. In many exports the small enterprises held remarkably

larger share than medium enterprises, except in rubber and articles thereof as well

as plastics and articles thereof.
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Figure 4.35 top 10 Export Goods by SMEs in 2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion



The White Paper on Small and Medium Enterpricses of Thailand in 2004 and Trends 2005

4-51

1) Electrical Machinery and Equipment and Parts

Table 4.19 Exports of Electrical Machinery and Equipment and Parts

by SMEs, 2003-2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion
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Electrical machinery and equipment and parts export had the highest contribution

in both SMEsû and national lists. Records also showed that exports by small

enterprises surpassed that of medium enterprises in every market. Major goods in

this group comprised air conditioners, reception apparatus for television and

computer equipment and accessories. The SMEs exports grew by 29.8 percent in

2004, with a rather significant increase in proportion of goods manufactured by

small enterprises. The top 10 markets for SMEs export of electrical machinery and

equipment and parts, by order of export value, were the US, Japan, Singapore,

Malaysia, Ireland, China, the UK, Canada, Hong Kong and Indonesia respectively.

The list remained unchanged compared to 2003 SMEs export market list. These 10

major markets accounted for 87.4 percent of SMEs export of this group of goods; the

majority of them exported to the top 3 markets comprising the US, Japan, and

Singapore.

The market where export of this group of goods rose sharply was Malaysia at a

surge of 164.2 percent from the previous year. The United Kingdom market jumped

even higher at 222.2 percent, while export to China grew by 77.1 percent. Besides

these top 10 markets, export growth in some markets was notable though its volume

was small compared to the major ones. For instance, Thai electrical machinery and

equipment and parts export to the Czech Republic leaped by 854.5 percent, receipts

from Sweden went up by 212.0 percent, sales to Cambodia went up by 60.4 percent,

and export to Vietnam grew by 64.0 percent. Records also showed that SMEs

exports increased both in European countries and in ASEAN, Thailandûs neighboring

countries. In addition, the leading 10 markets for Thai large enterprises exports,

which were also the countryûs leading 10 export markets, were Japan, the US,

Singapore, Hong Kong, Malaysia, Ireland, the Netherlands, Taiwan, China and the

United Kingdom. Comparing markets taken by different sizes of enterprises, it is

found that most of the top ones are the same group of countries. However, the

share of SMEs in export of this group of goods to each country was still very small

compared to that of larger enterprises.
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Figure 4.36 Role of SMEs in Electrical Machinery and Equipment and

Parts Exports to Thailandûs Major Markets

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion

2) Cereals

The top markets for SMEs export of cereals were similar to that of 2003, while

changes happened in lower ranking markets. Japan moved down from 10 to 19,

while Indonesia, Switzerland, the Philippines, and Italy were no longer at the top

20. New markets entering the top 20 in 2004 included the British Virgin Islands,

Russia, Yemen, and Brunei with export growth rates of 1,509.6, 1,665.6, 214.3 and

258.4 percent, respectively.

SMEs export of cereals expanded rapidly in many of the top 10 markets, namely

Iran, the UK, China, and Singapore. Export to Hong Kong registered a slight fall,

while a larger decrease was recorded for Japan and Taiwan. Cereals tended to have

a wide and well-balanced distribution. Its exports to the top 10 markets accounted

for 70.7 percent of total SMEs exports, about the same proportion as the previous

year.
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For overall cereal exports, meaning large enterprises and SMEs exports combined,
the top 10 markets were as follow: Singapore, China, Malaysia, the US, Iraq, France,
Hong Kong, the UK, Iran, and the British Virgin Islands. SMEs exports held
considerable share in many of these countries, in contrast to Switzerland, Nigeria,
Iran, and South Africa, where large enterprises obviously dominated the market.

Table 4.20 Export of Cereals by SMEs to Different Markets, 2003-2004

Source: the Customs Department
Compiled by: the Office of Small and Medium Enterprises Promotion
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Figures 4.37 Role of SMEs in Cereal Exports to Thailandûs Major Markets

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion

3) Motor Vehicles and Parts

Top performers in this group i.e. motorcycles and cars and parts were generally

produced by large enterprises since they required higher levels of technology and

capital. Consequently, the SMEs assumed the roles of suppliers for automobile

parts, accessories, and spare parts for their large counterparts. Major markets for

SMEs exports included the Netherlands, Japan, Singapore, Australia, Indonesia,

Sweden, Cambodia, Myanmar, the US, and Laos. About 89.0 percent of SMEs

exports of motor vehicles and parts went to these markets. Countries with higher

growth of this group of export goods included: Myanmar, Indonesia, and the US.

Though most of the top markets for SMEs were similar to those on the countryûs

list, the proportion of SMEs exports, compared to large enterprises, was very limited

in every market except the Netherlands.
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Table 4.21 Export of Motor Vehicle and Parts by SMEs to Different

Markets, 2003-2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion
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Figure 4.38 Role of SMEs in Motor Vehicles and Parts Exports to

Thailandûs Major Market

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion

4.2.3 Major SMEs Export Markets

The top 5 SMEs export markets were similar to the countryûs top 5 i.e. Japan,

Singapore, the US, Hong Kong, and Malaysia. SMEsû share, however, were very

small compared to large enterprises. In almost all of the top markets, small enterprises

had a larger share than their medium counterparts. The smaller marketsû list was

also similar to the countryûs list, with some difference in order, and more exports to

neighboring countries such as Cambodia, Myanmar, and Laos. These countries, by

value of exports, were not listed in the countryûs top 20 export markets.
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Figure 4.39 Role of SMEs in Exports to Thailandûs Major Markets in 2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion

Table 4.22 Leading Markets for Exports by SMEs in 2004
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Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion

1) Japan
Top performers in exports by Thai small enterprises to Japan included: organic

chemicals, electrical machinery and equipment, machinery and mechanical appliances,

plastics and articles thereof, and mineral fuels, mineral oils and products. These top

10 products accounted for 67.4 percent of overall exports by medium enterprises to

Japan.

Table 4.23 Exports by ME to Japan in 2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion
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As for exports by small enterprises, top contributors were different from those of

medium enterprises, with electrical machinery and equipment and parts, machinery

and mechanical appliances and parts, and motor vehicles and parts topping the

list. These top ten export goods together contributed to 77.7 percent of overall

exports by small enterprises to Japan.

Table 4.24 Exports by SE to Japan in 2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion

2) Singapore

Singapore was the second top market for exports by Thai SMEs. The leading

exports by medium enterprises to Singapore comprised rubber and articles thereof

and cereals. The top 10 performers accounted for as high as 76.4 percent of overall

exports by medium enterprises to the island state.
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Table 4.25 Exports by ME to Singapore in 2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion

Records showed that about a half of exports by small enterprises to Singapore was
from its top 2 groups of goods i.e. fuels and electrical machinery and equipment.
The top 10 exports by small enterprises accounted for 81.6 percent of their overall
exports to Singapore.

Table 4.26 Exports by SE to Singapore in 2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion
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3) the US

Electrical machinery and equipment and parts, precious stones and jewelry, cereals,

wearing apparel and accessories, knitted or crocheted, and machinery and mechanical

appliances and parts, were among Thai medium enterprisesû top performers in US

market. These top 10 goods accounted for 74.4 percent of overall exports by Thai

medium enterprises to the US.

Table 4.27 Exports by ME to the US in 2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion

Electrical machinery and equipment and parts, textiles and fashion products such

as wearing apparel and accessories, precious stones and jewelry, and prepared or

preserved fish and crustaceans were among the top exports by small enterprises to

the US. The top 10 contributors together shared 77.9 percent of overall exports by

small enterprises to the US.
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Table 4.28 Exports by SE to the US in 2004

Source: the Customs Department
Compiled by: the Office of Small and Medium Enterprises Promotion

4) Hong Kong
Exports by medium enterprises to Hong Kong tended to enjoy a great diversity with
top performers comprising of plastics and articles thereof, precious stones and
jewelry, and iron and steel. The top 10 exports by medium enterprises accounted
for 67.2 percent of their overall exports to Hong Kong.

Table 4.29 Exports by ME to Hong Kong in 2004

Source: the Customs Department
Compiled by: the Office of Small and Medium Enterprises Promotion
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The structure of exports by Thai small enterprises to Hong Kong was as diverse as

that of medium enterprises. The top contributors were plastics and articles thereof,

cereals, rubber and articles thereof, precious stones, pearls, jewelry, and precious

metals. These top 10 products accounted for 67.4 percent of exports by small

enterprises to Hong Kong.

Table 4.30 Exports by SE to Hong Kong in 2004

Source: the Customs Department

Compiled by: the Office of Small and Medium Enterprises Promotion

5) Malaysia

Export by Thai medium enterprises to Malaysia was simply dominated by rubber

and articles thereof. This group of product alone accounted for as much as 40

percent of the total exports by medium enterprises to the country. Cereals, plastics

and articles thereof, and paper and paperboard were among the top performers.

The 10 of them together accounted for 77.1 percent of all exports by medium

enterprises to Malaysia.
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Table 4.31 Exports by ME to Malaysia in 2004

Source: the Customs Department
Compiled by: the Office of Small and Medium Enterprises Promotion

The top contributors in exports of small enterprises were electrical machinery and
equipment and parts, cereals, rubber and articles thereof. This differed greatly from
what was found in exports by medium enterprises. The 10 top export goods by
small enterprises accounted for 70.1 percent of their overall exports to Malaysia.

Table 4.32 Exports by SE to Malaysia in 2004

Source: the Customs Department
Compiled by: the Office of Small and Medium Enterprises Promotion
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4.3 Trade and Service Sentiment Index by Quarter in 2004

and 2005 Outlook

The Office of Small and Medium Enterprises Promotion, in collaboration with the

Bureau of Trade and Economic Indices, Ministry of Commerce, the Thai Chamber

of Commerce, and the Center for Economic and Business Forecasting, the University

of Thai Chamber of Commerce, developed the Trade and Service Sentiment

Index - TSSI as a tool to monitor sentiments among Thai entrepreneurs in the trade

and services sectors. The survey used a total of 4,550 participants as its sample

group. These entrepreneurs are based in 25 provinces across the country including

Bangkok, Pathum Thani, Samut Prakan, Nonthaburi, Samut Sakhon, Phra Nakhon

Si Ayutthaya, Chon Buri, Kanchanaburi, Phetchaburi, Chanthaburi, Sa Kaeo, Prachin

Buri, Khon Kaen, Nakhon Ratchasima, Udon Thani, Ubon Ratchathani, Nong Khai,

Phitsanulok, Chiang Mai, Chiang Rai, Tak, Phuket, Trang, Surat Thani, and Songkhla.

The TSSI reflects entrepreneursû perceptions of certain aspects of their own business

compared to the recent period. A reading of 50 represents a stable situation where

entrepreneurs see no changes affecting their business. The sentiment index of

greater than 50 represents the state where entrepreneurs are being optimistic,

while ones below 50 reflect that they have negative perceptions towards situations

facing them.

4.3.1 The 2004 Sentiment Index

The Thai economy expanded by 6.1 percent in 2004, down from 6.9 the previous

year, with a quarterly growth of 6.7, 6.4, 6.1 and 5.3 percent, respectively. This was

due mainly to the slowing domestic demands both in private consumptions and

private investments. The Trade and Service Sentiment Index (TSSI), which reflected

impacts caused by a variety of important economic factors, continued to decline
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between Q1 to Q3, then recovered in Q4 owing to the tourism season cycle which

helped improve situations facing the trade and service sectors.

In the first quarter of 2004, the Thai economy experienced some difficulties including

the outbreak of bird flu, unrest in Southernmost provinces affecting consumer

confidence and obstructing routine economic activities in the areas, as well as the

excess of imports over exports. These factors put pressures on the entrepreneursû

confidence resulting in SMEs Trade and Service Sentiment Index of 50.3. This

continued through the second quarter when the index lowered to 50.0 due to rising

energy costs, particularly affected the entrepreneurs in the trade sector (wholesale

and retail).

The TSSI in the third quarter continued to decline, dropping under 50 for the first

time in the past 5 quarters. It was due to the rise in oil prices, the second outbreak

of bird flu, and the trend of slowdown in Thai economy. The TSSI readings of all

enterprises and SMEs TSSI were at 48.0 and 47.9, respectively. It was recorded that

confidence deterioration among SMEs was more rapid than that experienced by

large enterprises. This reflected the fact that in any economy experiencing changes,

the smaller enterprises were the ones getting the impacts, either positive or negative,

before their larger counterparts.

In the final quarter of 2004, Thai economy grew at a slower pace than the previous

quarter due to oil prices, drought, and increasing interest rates. Rising prices in

agricultural goods and oil prices caused inflation to surge. However, entrepreneurs

were still positive about the countryûs overall economy and the confidence in trade

and services sectors remained stable. Some positive factors were also added by the

government i.e. supplementary budget and investments in large- scaled infrastructure

projects. With the Christmas and New Year festivals approaching, most trade and

services entrepreneurs gained confidence in their business. The TSSI bounced to

above 50, with general TSSI rising from 48.0 to 53.9. The SMEs TSSI also registered
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an increase from 47.9 to 53.9. However, a couple of downside factors lingered in this

quarter such as high oil and gas prices and a rising trend in public utility prices.

Figure 4.40 The 2004 Sentiment Index

    All Enterprises             Small and Medium Enterprises

Compiled by: the Office of Small and Medium Enterprises Promotion
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Table 4.33 showed the trade and services entrepreneurs sentiment in each industry.

This comprised wholesale with wholesales of construction materials, consumer

products, and agricultural products, and retails with traditional retail shops, modern

retail shops, and cars/motorcycles retail shops, and services; comprising restaurants,

hotels, transport, recreational/cultural/sports activities, tourism, health, real estate,

and construction.

Table 4.33 Sentiment Index by Industry; Q1-4, 2004

Compiled by: the Office of Small and Medium Enterprises Promotion

In the first quarter of 2004, entrepreneurs in wholesale of construction materials and

retail of cars/motorcycles showed confidence in their business, while those in modern

retail shops had a lower sentiment index. In services sector, records showed that

entrepreneurs with TSSI lower than 50 were those in restaurants and real estate

services. Hotels and construction entrepreneurs were more positive, while those
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with stable TSSI included recreational/cultural/sports activities, tourism, and health

services.

During the second quarter, confidence remained high among trade and services

entrepreneurs. The TSSI in wholesale of consumer products and retail slightly

lowered. On the contrary, the sentiment index among services entrepreneurs i.e.

recreational/cultural/sports activities, tourism, and construction increased, coincided

with the expansion in tourism industry in this quarter.

In the third quarter, the TSSI fell to under 50 for almost all industries except hotels

and transport. Entrepreneurs in every industry under trade and services sectors

experienced the impact of rising oil prices and the second outbreak of bird flu.

Those in wholesale of agricultural products were seriously affected by the sectorûs

shrinkage which continued for 3 consecutive quarters, resulting in weakened

purchasing power and the TSSI reading of 44.2.

Despite the slowing economy of 2004, the last quarter saw a number of supporting

factors including measures taken by the government such as the supplementary

budget and the approaching Christmas and New Year festivals. Entrepreneursû

confidence in the trade sector was boosted by the customersû spending, while

services entered the tourism high season. All industries in trade and services gave

the TSSI of higher than 50. The greatest rise was found in the services sector, either

in health services, recreational activities, construction, or real estate, especially in

hotels and tourism where it jumped to above 60, by far the highest among groups

of entrepreneurs (Figure 4.41).
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Figure 4.41 Trade and Services Sentiment Index among SMEs

Q1-Q4 2004 by Sector:
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4.3.2 Sentiment Index among SMEs by Index Component

The sentiment index components comprise profit, investment, costs, employment,

and sales. These factors were used to measure business confidence. It was found

that confidence in performance, investment, and order books were responsive to

each other in both direction and level. They are also the most important factors

affecting the entrepreneursû confidence in their business. In general, the employment

confidence index did not undergo great changes between the quarters owing to the

fact that investment expansion decision making required time. The entrepreneurs

needed to explore their plans thoroughly and be well- prepared on capital and

business timing in order to make such decision.

SMEs confidence levels in each component, namely profit, investment, costs,

employment, and sales, continued to decline throughout the first, second, and third

quarters. The most important factor affecting this was oil prices, which caused

impacts on major industries in trade and services including wholesale, retail of
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cars/motorcycles, and services businesses, especially tourism and construction.

Index reading on employment also slightly decreased. In the fourth quarter, however,

all components bounced back owing to economic cycle when approaching the end

of the year. Increase in sales helped boost business performance despite the relatively

low costs index which kept on affecting business. In summary, the investment and

employment indexes went through the changes as did the countryûs economy, but

only at moderate levels. The costs index remained low throughout the year, reflecting

the trade and services entrepreneursû concerns over the impact of rising oil prices

on their costs (Figure 4.42).

Figure 4.42 Trade and Services Sentiment Index among SMEs

in 2004 by Index Component
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4.3.3 Trade and Services Sentiment Index among SMEs in Q1, 2005

In 2004, the TSSI surveys were conducted on the monthly basis in order to create a
quick, continuous, updated, and precise monitoring system to keep track of situations
facing trade and services. The number of samples was expanded to 2,350
entrepreneurs, located in 14 provinces across the country namely, Bangkok, Samut
Prakan, Phra Nakhon Si Ayutthaya, Saraburi, Chon Buri, Khon Kaen, Nakhon
Ratchasima, Ubon Ratchathani, Lampang, Phitsanulok, Chiang Mai, Phuket, Surat
Thani, and Songkhla. The SMEs TSSI reading for the first quarter of 2005 was 46.1,
down from 53.9 the last quarter of 2003. The outlook index for the following quarter
also declined from 55.6 the fourth quarter of 2003 to 50.5. This proved that business
sentiment among trade and services entrepreneurs was not on the optimistic side
since oil prices continued to climb, putting pressures on public utility prices or
even causing a sluggish economy (Figure 4.43).

Figure 4.43 Trade and Maintenances Sentiment Index among SMEs

in Q1 2005

Compiled by: the Office of Small and Medium Enterprises Promotion
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4.3.4 Conclusions and Entrepreneursû Recommendations

In 2004 the TSSI clearly reflected the entrepreneursû concerns over the downside

factors affecting Thai economy in each quarter. The direction of SMEs entrepreneursû

confidence was found to be in accordance with that of the overall enterprises

(SMEs and large enterprises combined), a downward trend caused by factors such

as increasing costs of operations from rising oil and gas prices, and high competition

within the industry. The entrepreneurs agreed that industry-oriented groups should

be formed in order to avoid a fierce price war.

Other recommendations the entrepreneurs had for the government sector included

state control of public utility prices, and suggestion that the government should

provide business competition supervision so, when large enterprises entered the

scene, smaller players were still able to compete and not forced to abandon their

businesses. This also happened when smaller businesses were confronted with

imported goods of lower price.

Oil prices were expected to remain an important downside factor affecting the

confidence of trade and services entrepreneurs in 2005, even more significantly

than in 2004. The same remark held true to both consumer and industrial confidence

indexes. Still, it was an external, uncontrollable factor likely to continue. Therefore,

the government agencies should come up with other measures to help ease the

entrepreneursû burden from oil prices and trade deficit. The economy could be

stimulated, and confidence rebuilt, by measures including determined energy

saving, social and economical restructuring aiming at value creation, accelerating

export and investment, as well as tourism promotion to generate income to offset a

surge in the value of imports.




