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 Chapter 5 Economic Conditions by Sector

5.1 Franchise Overview

5.1.1 Introduction
Franchise is a business and marketing strategy for distribution of goods and services

to the consumers. It is a method that allows a successful business establishment to

expand its sales of goods and services from the parent company through retail

businesses which are independent entrepreneurs operating as its members. The

parties involved typically enter an agreement or contract granting members the

rights to use trademarks of goods or services, as well as business operation systems,

while the parent company retains particular controls over the business establishment

as well as receiving franchise fee and royalty. Franchise business is, therefore, a way

for a business establishment to expand its market and add a distribution portal for

its goods and services.

Franchise business has 5 main components as follow:

1. Franchisor: the owner of the rights and one who has successfully

developed business operations which are widely accepted. This person or entity

issues or grants the right to operate the business, sells the business system and

trademarks to others, with obligations to transfer methods of business operation to

the grantees.

2. Franchisee: a person or entity to whom the right to conduct the

business, to use the trademark and tradename is granted for a fee and a payment

based on operational results.

3. Franchise Fee: a fixed, up-front entry fee.
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4. Royalty Fee: a continuing payment based on operational results;
payments could be either a percentage of gross sales or orders made, on periodic
basis i.e. monthly or annually.

5. Advertising/Marketing Fee: another continuing payment based on
operational results to compensate for the cost of advertising. This payment is not
mandated and depends largely on mutual negotiation.

Franchise business focuses on selling successful products; hence, its greatest
advantage lies in the low level of risk. The franchisor who owns the right to franchise
is one who has developed it. By granting the right to franchisees, the franchisor
agrees to render all necessary assistance to them.

The downside of franchise business is the payments required for using the right
including franchise fee and royalty, therefore reducing the profit made by
franchisees.

Franchise business, however, is not a guaranteed formula for entering oneûs own
entrepreneurship. It is most suitable for those who lack experience and direction,
but are determined to start business. Successful franchisees are entrepreneurs who
prioritize the system over their merchantûs instinct, and have enough initial funds.
Businesses perceived as having great potential for franchise buying include:

1. Businesses that require specific know-how i.e. education services, beauty and
specific services.

2. Businesses that require networking in order to achieve lower costs i.e. video
rental stores, eyeglass stores and specialized retail shops.

3. Businesses with established reputation i.e. restaurants, beverages, specific beauty
products.
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In granting franchisees the right to conduct franchise business, the options
available for franchisors include:

1. Individual or single unit franchise. The right to conduct franchise
business is granted to an individual or a juristic person to operate a business at the
location specified in the contract. This type of franchise is popular among different
franchise industries because a) it is rather easy for franchisors to initiate expansion
of their franchise, b) finding franchisee is also easy since the required capital is
considerably lower than multi-unit franchise. However, after the number of
franchisees flourishes, problems might arise between the franchisor and franchisee
regarding supports and services,

2. Multi-unit or area development franchise. The right is granted to
an individual or a juristic person to develop a certain number of franchises in a
specified geographical area. This method allows swift business expansion compared
to single unit franchise, but consequently required higher capital since a number of
branches are to be opened simultaneously,

3. Sub franchise. The right is granted to an individual or a juristic
person to enable him to give individual or multiunit franchiseûs right to other locally
based individuals or juristic persons. This type of franchise is most suitable for a
franchise business with a view of expansion to upcountry provinces, for which the
franchisor finds it difficult to provide supports, but is able to grant the right to
others in order to find franchisees.

5.1.2 General Information on Franchise
The Office of Small and Medium Enterprises Promotion conducted a questionnaire
survey with 186 franchisors in 2003 and found that the top franchise industry was
food and beverage with 83 franchisors or 44.6 percent of the total. The following
industries, by order of their share in franchise business, were - other industries
comprising car repair services, photographic supplies stores and jewelry, with 35

franchisors (18.8 percent), beauty, herbal and pharmaceutical products, with 30
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franchisors (16.1 percent), education, with 21 franchisors (11.3 percent), printing
and mailing services, with 7 franchisors (3.8 percent), information technology, with
4 franchisors (2.2 percent), entertainment and book stores, also with 4 franchisors
(2.2 percent), and convenience stores, with 2 franchisors or equivalent to 1.1 percent
(Table 5.1).

Data retrieved from these 186 franchisors proved that selling franchise to franchisees
is more preferable than having company-owned outlets. The top franchise in terms
of the number of franchisees was food, having 1,987 franchisees or 30.7 percent of
total franchisees. The following industries, by order of their share in franchise
business, included - other industries, with 1,461 franchisees (22.6 percent),
convenience stores, with 770 franchisees (11.9 percent), beauty, herbal and
pharmaceutical products, with 610 franchisees (9.4 percent), education, with 540
franchisees (8.4 percent), printing and mailing services, with 529 franchisees
(8.2 percent), entertainment and bookstores, with 290 franchisees (4.5 percent)
and information technology, with 276 franchisees or equivalent to 4.3 percent
(Table 5.1).

Table 5.1 Number of Franchisors and Franchisees by Industry

Source: Franchise business entrepreneurs questionnaires by the Office of Small and Medium
Enterprises Promotion
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Most franchises are small business; their overall employment averaged at 3-5

employees. Data from sample groups showed that most franchises with less than 3

employees were in food, printing, convenience stores, and other industries. Franchises

with 3-5 employees were found in education, beauty, herbal and pharmaceutical

products, IT, and convenience stores, while most in entertainment and bookstores

had 6-7 employees (Table 5.2).

Table 5.2 Number of Employment Under Franchise Business by Industry

Source: Franchise business entrepreneurs questionnaires by the Office of Small and Medium

Enterprises Promotion
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5.1.3 Franchise Requirements

1) Franchise agreement term

The franchise agreement term varied between 3, 5, 7 and 10 years depending on

the partiesû negotiation. However, data from the questionnaire survey of franchisors

by the OSMEP in 2003 revealed that in food and beverage, printing/mailing services,

IT and other industries, the average agreement term was 3 years. Education and

convenience stores tended to have a longer average term of 5 years, while

entertainment/bookstores had an average term of 8 years. It was notable that most

franchises with the average term of 3 years were those with modest capital

requirement including food and beverage and IT, while franchises which required

higher franchise fee such as education, convenience stores and entertainment

offered longer agreement terms in order to allow the franchisees time to earn their

profits (Figure 5.1).

Figure 5.1 Average Length of Franchise Contract by Industry

Source: Franchise business entrepreneurs questionnaires by the Office of Small and Medium

Enterprises Promotion
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2) Franchise fee and other expenses related to franchise buying

A royalty refers to a fee that the franchisee agrees to pay to the franchisor

continuously; it could be calculated from business earnings as a percentage of

gross sales, monthly or annually. The details varied depending on negotiation

between the buyer and seller of franchise. The surveyûs sample groups reported

that most franchise required royalty fees of higher than 9 percent (Figure 5.2).

Figure 5.2 Royalties (% of Revenues)

Source: Franchise business entrepreneurs questionnaires by the Office of Small and Medium

Enterprises Promotion
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As for franchise fee, a one-time fixed amount fee paid by the franchisee to the

franchisor to çbuy intoé the franchise was the case of almost all businesses except

in printing/mailing services and convenience stores, where the fee was generally

exempted (Figure 5.3).

Figure 5.3 Franchise Fee

Source: Franchise business entrepreneurs questionnaires by the Office of Small and Medium

Enterprises Promotion

Other costs including marketing, advertising and other expenses which the

franchisors were eligible to request from the franchisees to reimburse for their

marketing promotion activities were also exempted for most franchises (Figure 5.4

and 5.5).
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Figure 5.4 Marketing and Advertising Fee

Source: Franchise business entrepreneurs questionnaires by the Office of Small and Medium

Enterprises Promotion

Figure 5.5 Other Fees

Source: Franchise business entrepreneurs questionnaires by the Office of Small and Medium

Enterprises Promotion
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5.1.4 Market Share and Growth Rate of Franchise
The OSMEPûs questionnaire survey of 186 franchisors in 2003 indicated that franchise

held an average market share of 15 percent. The breakdown was as follow:

entertainment and bookstore franchises held 18 percent market share, food and

beverages, printing and mailing held 17 percent share, education and other industries

held 16 percent share, beauty, herbal and pharmaceutical products held 17 percent

share, convenience store accounted for 13 percent of the market share, while IT

held 7 percent of it (Figure 5.6).

The average growth of franchise stood at 14 percent annually. However, most of the

questionnaire participants believed their businesses had a satisfactory rate of

expansion, that is, over 20 percent annually. Only entertainment and bookstore

franchises registered a lower average of 10 percent growth (Figure 5.6).

Figure 5.6 Market Share and Average Growth of Franchise Businesses

by Industry

Source: Franchise business entrepreneurs questionnaires by the Office of Small and Medium

Enterprises Promotion
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5.1.5 Key Factors Regarding Franchise Buying Decision
The OSMEPûs questionnaire survey of 186 franchisors in 2003 also revealed that

critical factors used by the franchisee to make decision on buying franchise

consisted of - the franchisorûs established image and the number of branches which

reflected the business capability in drawing franchise buyers, services the franchisors

provide for franchisees as administrative supports, location of stores, and advertisement.

Almost every group found services to be the most critical factor in their decision on

franchise buying (Figure 5.7).

In food and beverage franchise, 83 franchisors participating agreed that the crucial

factors in buying franchise consisted of services from the franchisor, store location,

brand recognition and interesting advertising. The number of branches was thought

to be the least important factor.

As for education franchise, 21 surveyed franchisors believed that the most important

factors were franchisorûs services, brand recognition and store location, while the

least affecting factors were advertising and number of branches.

For printing and mailing service franchise, 7 franchisors joining the survey saw

franchisorûs services as the most critical factor considered by the franchisee, trailed

by store location, brand recognition and number of branches. To them, the least

affecting factor was advertising.

In herbal products and beauty franchise, 30 participating franchisors reported that

the crucial factors for their franchisees, by order of importance, were franchisorûs

services, store location, brand recognition and effective advertising. The number of

branches was also their least affecting factor.

For the Information Technology franchise, the sample group of 4 franchisors agreed

that franchisorûs services was the most critical factor, followed by, according to
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order of importance,  effective advertising, brand recognition, store location and

number of branches.

The 2 franchisors surveyed for convenience store franchise saw that the important

factors comprised brand recognition, number of branches and franchisorûs services,

while store location and advertising were considered less important.

In entertainment and bookstore franchise, the sample group of 4 franchisors

reported that their franchiseesû most critical factors comprised brand recognition,

store location, franchisorûs services and number of existing branches. Advertising

was seen as the least important factor affecting franchiseeûs buying decision.

A total of 35 franchisors were surveyed under the other industries group; they

believed the crucial factors, by order of importance, were franchisorûs services,

store location, brand recognition and effective advertising, while the least crucial

one was the number of branches.
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Figure 5.7 Key Factors to Franchise Buying by Industry
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Figure 5.7 Key Factors to Franchise Buying by Industry
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Figure 5.7 Key Factors to Franchise Buying by Industry

Source: Franchise business entrepreneurs questionnaires by the Office of Small and Medium

Enterprises Promotion

5.1.6 Outlook of Franchise in 2005
In 2005, franchise business was expected to continue its growth at an average rate

of 20 percent annually. The number of franchises was estimated to increase from

9,600 currently to possibly 11,520 owing to business distribution and expansion of

franchise at provincial level. SMEs supporting and promotion activities by the

government including the New Entrepreneur Creation and the Phee Lieng Nong

projects also helped. Besides, franchise in Thailand was undertaking a change where

international franchisors moved from selling their franchise to Thai conglomerates

to medium and small enterprises instead. This was partially due to the fact that the
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Thai entrepreneurs had gained enough knowledge and capital to be able to seek new

business opportunities from overseas. However, the franchise market was expected

to become the buyersû market owing to the increasing number of franchises as well

as knowledge and understanding on franchise being gained among the public.

A continuing growth was expected for food and beverage franchise since Thais are

specialized in this area and the government provided supporting activities (such as

the çKitchen of the Worldé project). Branching of food and beverage franchise can

either be in the form of kiosk or sidewalk stall, with price range starting at THB 20.

Franchise fees typically ranged between thousands to millions of Baht. Thai food

and beverage franchise also showed a trend of overseas expansion (for example, the

Black Canyon franchise). It was expected that the beauty and herbal products

franchise would be able to pursue its continuing growth since the customers had

acquired a trend towards health and beauty awareness. The IT and digital franchise,

though large enterprises were absent, also showed a trend of steady expansion.

The retail convenience store franchise continued to grow, with intense competition

causing some franchisors to reduce the franchise fees. Despite this fact, there were

plenty of rooms for this business since the market in Thailand was estimated to be

able to contain no less than 70,000 convenience stores. Each of them can survive by

having at least 600 frequent customers. Education was one of the businesses which

continue theirs expansion through franchising by both foreign and domestic

franchises. In 2005, however, the education franchise was expected to experience

a slowdown caused by the market oversupply and the fact that only selected

education businesses were suitable for franchising. Fierce competition is another

factor contributing to this forecast. In language education, the competition tended

to focus on price for English language schools, while location is the prime concern

for Chinese language schools. Franchises offering enhanced mathematics program

currently exhibited a constant leveling off. Other service franchises, namely

maintenance, repair services and motorcycle parts shops also reflected a growing

trend of expansion through franchise.
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5.2 Tourism Business and Industry Overview

The World Tourism Organization (UNWTO) forecasts that the number of international

tourists will reach 1.6 billion by 2020. The long distance tourism will become more

important, the number of tourism activities will increase, but the length of time

spent at tourism destinations will be shortened. Countries with the highest numbers

of outbound travelers are Germany, Japan, the U.S. and France, with some new

comers of surging numbers of travelers such as China and Russia.

The regions with potential to become popular destinations are Southeast Asia and

the Pacific. Important tourism destination countries included China, Hong Kong,

Australia and New Zealand. The Southeast Asian countries recently joined the

band wagon and are constantly gaining popularity. Their total travelers count is

currently at 1/3 of the Asia-Pacific region, with an increasing demand on the one-stop

destinations.

In 2003, global tourism was seriously affected by two major incidents, the American-

Iraqi conflict and the outbreak of Severe Acute Respiratory Syndrome (SARS) in

Asia. The SARS impact on tourism in Thailand was severe in the month of May,

before it subsided in the latter half of the year. International travelers from East Asia

(Taiwan, China and Japan) and European countries showed a significant drop in

number while traveler figures from other regions including South Asia, Oceania,

Middle East and Africa also declined. Thailand had a total of 10,054,453 international

arrivals in 2003, down 7.4 percent from a year earlier. Tourism revenue amounted to

THB 309.27 billion, also a decrase of 4.4 percent from 2002.

5.2.1 Thai Tourism Performance and Revenue in 2004
Tourism did relatively well in 2004 with across-the-board expansion. Growths were

observed in the number of international visitors, domestic tourists, tourism revenue

in every region and expansion of hotels and similar establishments.
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International arrivals amounted to 11,650,703 in 2004, representing a 16.5 percent

increase from the previous year. The top group, East Asian travelers, accounted for

60.4 percent of the total, followed by arrivals from Europe at 22.5 percent, the

Americas at 5.9 percent, South Asia at 4.0 percent, the Oceania at 4.0 percent,

Middle East at 2.5 percent and African travelers representing 0.7 percent of the

total. The structure of international arrivals remained unchanged compared to the

previous year. However, the fastest growing groups comprised the Middle East and

Oceania, registering 42.0 and 35.8 percent increase respectively. Other groups

exhibited moderate rates namely Africa with 23.2 percent, the Americas with 20.2

percent, South Asia with 20.0 percent, Europe with 14.85 percent and East Asia

with the slowest growth of 14.1 percent. Considering the purpose of visit, 87.2

percent of international arrivals to Thailand came for holidays. Arrivals with meeting

& conference as their purpose recorded the highest growth at 82.6 percent resulting

from many international conventions and conferences Thailand hosted in 2004.

Figure 5.8 Numbers and Proportion of International Arrivals in 2004

Source: 1. Tourism Authority of Thailand (http://www.tat.or.th),

2. Immigration Bureau, Police Department
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In general, the number of visitors1 to all regions in Thailand rose by 10.8 percent

from 2003. International arrivals increased by 16.1 percent, while domestic visitors

registered a 9.0 percent climb. The North Eastern region has the highest rise of 14.0

percent. As for the breakdown of visitors by region, the largest proportion or 27.6

percent of them visited Bangkok, 22.7 percent went to the Central and Western

regions, 15.5 percent to the Southern region, 15.0 percent to the Northeast, 11.0

percent visited the East and 8.2 percent traveled to the least visited Northern

region. Tourism revenue amounted to THB 666.60 billion, up 14.5 percent from

2003. The breakdown of tourist expenditure was as follows: accommodation 22.6

percent; shopping and souvenir buying 23.1 percent; entertainment 18.2 percent;

food and beverage 18.0 percent; traveling service and transport 4.5 percent; and

miscellaneous 3.6 percent. At the national level, accommodation and shopping and

souvenir buying topped the tourism revenue, but closer examination suggested

that each region had a different revenue structure depending on its unique tourism

activities or schemes. For instance, revenue for souvenir buying was higher than

accommodation in the Northern region. The Southern region received the highest

revenue from accommodation, while the shopping and entertainment revenues

were not far behind. As for Bangkok, the top revenues were from shopping and

entertainment, representing 25 and 24 percent of the total, respectively.

1The term visitor includes: (i) tourists - visitors who stay at least one night in a collective or private accommodation
in the place visited; and (ii) same-day or excursionist visitors - visitors who do not spend the night in a collective or
private accommodation in the place visited.
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Figure 5.9 Number and Proportion of Visitors in 2004 by Region

Source: the 2004 Tourism Statistics by Province, Tourism Authority of Thailand

(http://www.tat.or.th)

Compiled by: the Office of Small and Medium Enterprises Promotion

Figure 5.10 2004 National Visitor Expenditure

Source: the 2004 Tourism Statistics by Province, Tourism Authority of Thailand

(http://www.tat.or.th)

Compiled by: the Office of Small and Medium Enterprises Promotion
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Figure 5.11 2004 Visitor Expenditure by Region

Source: the 2004 Tourism Statistics by Province, Tourism Authority of Thailand

(http://www.tat.or.th)

Compiled by: the Office of Small and Medium Enterprises Promotion

Thailand had a total of 4,637 hotels and similar establishments in 2004, 39.0 percent

of them located in the Southern region. Country-wide, the total number of hotels

and similar establishments recorded an increase of 12.6 percent over 2003. The

number of rooms in all regions reached 280,127, a 10.1 percent rise from the previous

year. The highest expansion was recorded in the Northern region, the Southern

region and Bangkok, respectively. Hotel occupancy rates averaged at 45.6 percent

annually, barely exceeding the previous year. Data on hotel and similar establishment

occupants at national level showed that 52.8 percent were domestic visitors and

47.8 percent were international. The majority of visitors to Bangkok and the South

were international travelers, while hotels and similar establishments in the Central,

Western and Northeastern regions depended largely on domestic visitors with

holidays, business and conferences as their purposes of visit.
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Figure 5.12 Number of Hotels and Similar Establishments in 2004 by Region

Source: the 2004 Tourism Statistics by Province, Tourism Authority of Thailand
(http://www.tat.or.th)

Compiled by: the Office of Small and Medium Enterprises Promotion

Figure 5.13 Breakdown of Hotels and Similar Establishments

Occupancy in 2004 by Region

Source: the 2004 Tourism Statistics by Province, Tourism Authority of Thailand
(http://www.tat.or.th)

Compiled by: the Office of Small and Medium Enterprises Promotion
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5.2.2 Factors Affecting Tourism in 2004
In Q1 of 2004, the number of international arrivals rose only slightly at 0.8 percent

compared to the same quarter the previous year owing to the outbreak of bird flu in

many Asian countries including Vietnam, Indonesia, China and Hong Kong. The

outbreak caused the number of East Asian tourists (China, Hong Kong, Japan,

Korea and Taiwan) to drop sharply during this period, but visitors from the Americas,

Oceania, Middle East, and European countries recorded a rise in number. The key

factor for this was the aggressive promotion campaigns including the New Year,

the Chinese New Year and the Bangkok Fashion City activities.

The international arrivals leaped upward to 2.58 million in Q2, a surge of 78.0

percent, while the hotel occupancy rate averaged at 67.5 percent compared to 41.3

percent the same period in 2003. This proved that tourism had fully recovered from

the outbreak of SAR in the same quarter a year ago followed by the bird flu

outbreak in Q1 this year. The number of visitors from major Asian markets including

Malaysia, Singapore, China, Korea and Taiwan soared, while figures of those from

European countries also rose, particularly Germany, Russia and Spain. Supporting

factors for tourism in this quarter included Thai tourism promotion activities

unremittingly held overseas and the Mega Fam Trip campaign bringing in both the

media and foreign travel agency representatives.

In the second half of the year, the number of tourists continued to rise compared to

the same period a year earlier. This was due largely to a variety of tourism promotion

campaigns, especially in European and Asian markets, to promote package tours

consisting of health travel plans for those visiting Thailand to receive medical

services, spa services and even golf tours. Moreover, the launching of some new

destinations by low-cost airlines such as Air Asiaûs Kota Kinabalu (located in the

State of Sabah) -Bangkok, Thai Airways International special fare offers held in

Brunei between October to December 2004 and the 2 Busan-Phuket flights per

week introduced by the Korean Airlines. All helped boost Thai inbound tourism.
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These active promotion schemes resulted in the increasing numbers of tourists

from Japan and Korea. While the increase in number of visitors from Europe, the

Americas, Oceania and the Middle East came partially from promotion activities

and partially from the previous yearûs low base effect. As for visitors from South

Asian countries, namely India and Pakistan, the increase was due to Thailandûs

popularity as tourism attraction and trade expansion resulting in more visits to the

country.

However, there existed some negative factors affecting touristsû decision such as

the persisting unrest in the far south. The Malaysian government issued a warning

to their tourists visiting the 3 Southernmost provinces, bringing down the number

of visitors. At this point, the catastrophic Tsunami of December 26th, 2004 had not

yet shown its impacts in Q4.

5.2.3 Patterns of Tourism in Key Provinces
Thailand is one of the most acclaimed tourism destinations in Asia owing to a wide

range of key attractions comprising nature, arts and culture, entertainment and

man-made attractions. These attractions are widely distributed across the regions,

creating a unique structure and pattern of tourism for each province.

The top 10 provinces in terms of tourism revenue were Bangkok, Phuket, Chonburi,

Chiang Mai, Krabi, Songkhla, Surat Thani, Phang-Nga, Kanchanaburi and Chiang Rai.

A large gap was observed between Bangkok, the top revenue-generating province,

and the others, and tourism activities tended to be aggregated around the top

provinces.
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Figure 5.14 Top 10 Provinces with Highest Tourism Receipts

Source: the 2004 Tourism Statistics by Province, Tourism Authority of Thailand
(http://www.tat.or.th)

Compiled by: the Office of Small and Medium Enterprises Promotion

Figure 5.15 Domestic/International Tourism Receipts by Region

Source: the 2004 Tourism Statistics by Province, Tourism Authority of Thailand
(http://www.tat.or.th)

Compiled by: the Office of Small and Medium Enterprises Promotion
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Tourism receipts varied in each region depending not only on tourism activities but
also on forms of tourism. Areas frequented by international travelers were likely to
receive higher revenues owing to their visitorsû greater purchase power. The figure
above illustrated how revenues from international visitors helped Bangkok, the
Southern and Eastern regions to record higher receipts than other areas. However,
each region still had a high concentration of tourism activities around their key
provinces.

Figure 5.16 Tourism Receipts and Number of Visitors in Northern

Provinces

Source: the 2004 Tourism Statistics by Province, Tourism Authority of Thailand

(http://www.tat.or.th)

Compiled by: the Office of Small and Medium Enterprises Promotion

The Northern Region: Chiang Mai, the regionûs center of tourism, earned the highest
tourism revenue of THB 45.07 billion, representing 70.08 percent of the entire
northern provincesû receipt. This clearly showed how tourism activities were
concentrated in a single key province. Chiang Rai, second in terms of tourism
revenue, received THB 9.52 billion or 14.96 percent of the northern provincesû total
Chiang Mai is a popular destination for international and Thai travelers alike; in
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2004, Thai visitors accounted for 56.53 percent of its total arrivals, while the remaining
43.46 percent were international visitors. The province also had a long length of
stay at 3.91 days, and as high as THB 3,199/day spending, up 9.10 percent from the
previous year. The biggest part of tourist spending, 32.43 percent, was on shopping
and souvenir buying, followed by accommodation, local traveling service and
entertainment, accounting for 21.3, 14.18 and 13.25 percent, respectively. This
confirmed the fact that manufacturing of handicraft and souvenirs, together with
hotel and tour operating were the industries that performed well and became the
target for tourism entrepreneurs in Chiang Mai.

Tourists from Europe formed the biggest group of visitors to Chiang Mai, accounting
for 45.25 percent of the total, followed by 21.17 percent from Asia and 16.99 percent
from the Americas. The majority of both international and domestic visitors, about
39.11 percent, were between 25 and 34 years old, while those in the age range of 15
to 24 accounted for 23.23 percent. In general, the international and domestic visitorsû
income was at a modest level, 20.44 percent earning less than THB 10,000, while
17.47 percent earning between THB 10,000 and 17,499. However, a large proportion
of international visitors, about 26.61 percent, earned more than THB 80,000. The
peak tourism period was in January and December, when hotel and guesthouseûs
occupancy rates were 65.76 percent and 62.30 percent, respectively. The lowest
rate was recorded in May, with only 37.37 percent occupancy.

Chiang Maiûs top 5 tourism attractions consisted of, by order of visitorsû numbers,
Doi Suthep, the Chiang Mai Zoo, Warorot market, shopping centers and the Night
Bazaar.

Visitors who went to Chiang Rai were similar in age and level of income to those
visiting Chiang Mai, but with different pattern of expenditure. Accommodation
topped their chart at 23.58 percent, followed by shopping and souvenir buying at
20.96 percent, local traveling service at 19.71 percent and food and beverage at
16.86 percent. Their average spending per day was also lower than Chiang Maiûs at
THB 2,753.60. The peak tourism period was the months of January and December,
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with hotel and guesthouse occupancy rates of 49.83 percent and 44.63 percent,
respectively. The lowest occupancy rate occurred in May, at 21.17 percent. This
proved that the hotels and similar establishments in Chiang Rai still had a relatively
low occupancy rate even at their peak period.

Chiang Raiûs top 5 tourism attractions included Mae Sai, Doi Tung, Night Bazaar,
the Golden Triangle and Chiang Saen.

Figure 5.17 Tourism Receipts and Number of Visitors in Southern

Provinces

Source: the 2004 Tourism Statistics by Province, Tourism Authority of Thailand

(http://www.tat.or.th)

Compiled by: the Office of Small and Medium Enterprises Promotion

The Southern Region: aside from Bangkok, this region received the highest tourism
revenue in Thailand at THB 156.45 billion. Phuket was the top province having THB
85.67 billion in tourist receipt, representing 54.75 percent of the total made by the
entire group of southern provinces. Phuketûs revenue was so high it came second
only to Bangkok, while Krabi followed at THB 19.33 billion, representing 12.35 percent
of the regionûs total receipts and Songkhla at THB 14.03 billion or 8.9 percent.
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Phuket welcomed a total of 4,793,252 tourist arrivals in 2004, 72.97 percent of them

international visitors consisting of 44.45 percent from Europe and 36.66 percent

from Asia. Tourists visiting Phuket included those in a very high income range,

23.60 percent earning more than THB 80,000; 14.48 percent earning between THB

50,000 and THB 64,999; 13.19 percent earning between THB 35,000 to 49,999; and

12.53 percent earned between THB 20,000 to 34,999. Phuketûs visitors also had an

exceptionally high purchase power reflected in an average spending of THB 3,669.17

per day, the highest in the country. The breakdown of their expenditure was as

follows: accommodation 28.94 percent; shopping and souvenir buying 19.10 percent;

and food and beverage 18.65 percent. The peak period when hotels and guesthouses

had the highest occupancy was in August, at the rate of 70.28 percent, followed by

November at 69.80 percent. The lowest occupancy was recorded in May, at 56.89

percent. This demonstrated that Phuket maintained a stable year-round occupancy,

and that hotel was its top industry in terms of revenue.

The top 5 tourism attractions in Phuket, by order of visitor numbers, were Patong

Beach (50.13 percent), Phuket City, Kata Beach, Karon Beach and Phromthep Cape.

Krabi is another well-known destination among the international visitors. In 2004 its

tourist arrivals consisted of 55.85 percent international travelers; 62.39 percent of

them were from Europe and 12.69 percent from Asia. The majority of Thais visiting

Krabi earned less than THB 10,000, while 24.42 percent of its international visitors

earned more than THB 80,000. The breakdown of tourist expenditure was as follows:

accommodation 28.46 percent, shopping and souvenir buying 20.74 percent, local

traveling service 19.46 percent and food and beverage 14.44 percent. Its average

tourist spending was THB 2,619.43 per day. Its peak tourism period was in January,

with 66.46 percent occupancy, while the lowest rate of 28.82 was recorded in the

month of June.

Krabiûs top 5 attractions, by order of visitor numbers, were Ao Phranang, Krabi

Town, Koh Phi Phi, Fossil Shell Beach and Ao Railay.
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Figure 5.18 Tourism Receipts and Number of Visitors in Eastern

Provinces

Source: the 2004 Tourism Statistics by Province, Tourism Authority of Thailand

(http://www.tat.or.th)

Compiled by: the Office of Small and Medium Enterprises Promotion

The Eastern Region: its key tourism destinations included Chon Buri and Pattaya.

In 2004, the region welcomed 6,189,644 visitors comprising of 46.03 percent Thais

and 53.97 percent international travelers. The biggest group among them was from

Asia, accounting for 47.73 percent of the total, and tourists from Europe, accounting

for 37.33 percent. Chon Buriûs tourism revenue amounted to THB 50.28 billion, with

an average spending of THB 2,855.48 per person per day. Tourist expenditure

comprised, by order of proportion, accommodation at 30.74 percent, food and

beverage at 18.85 percent and 16.81 percent for entertainment.

Hotels and similar establishments recorded the highest occupancy rate in January,

at 75.45 percent. The lowest rate was found in June, at 43.89 percent. Its annual

average rate was relatively high at 56.81 percent, reflecting the fact that the

year-round visitor numbers were rather stable. A large proportion of visitors, 22.84
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percent, earned less than THB 10,000. While most of the Thai tourists were listed

as the under THB 10,000 earning range, the international visitors were mostly in

the THB 40,000 - 50,000 and over THB 50,000 earning ranges.

Figure 5.19 Tourism Receipts and Number of Visitors in Central and

Western Provinces

Source: the 2004 Tourism Statistics by Province, Tourism Authority of Thailand

(http://www.tat.or.th)

Compiled by: the Office of Small and Medium Enterprises Promotion

The Western Region: the most acclaimed destination in the region is Kanchanaburi

province, with 5,280,569 visitors. Its number of tourists was higher than the southern

provinces but its revenue was noticeably lower at THB 9.77 billion. Thai visitors

accounted for 90 percent of its tourists, and as high as 66.6 percent of them were

same-day visitors who did not spend the night in the place visited. A sizable

proportion of its visitors, 28.91 percent of them comprising mostly students, were

those with less than THB 10,000 income; another 27.90 percent earned between

THB 10,000 and THB 17,499. In terms of expenditure, the biggest parts went to food

and beverage and accommodation. The average tourist spending was rather low at

THB 1,375.51 per person per day.
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Kanchanaburiûs highest occupancy was 43.29 percent in December, followed by

42.97 percent in April. The lowest rate was 33.23 percent recorded in June. Hotels

in Kanchanaburi tended to have a relatively low year-round occupancy rate.

The provinceûs top attractions included Sai Yok Waterfall, Erawan Waterfall, War

Cemetery and the riverside Thai bush food restaurants

Figure 5.20 Tourism Receipts and Number of Visitors in Northeastern Provinces

Source: the 2004 Tourism Statistics by Province, Tourism Authority of Thailand

(http://www.tat.or.th)

Compiled by: the Office of Small and Medium Enterprises Promotion

The Northeastern Region: its most important provinces in terms of tourism comprised

Nakhon Ratchasima, Udon Thani and Khon Khaen, the top 3 provinces by tourist

receipts.

Nakhon Ratchasima topped the northeastern provincesû chart with THB 5.73 billion

in tourism revenue, representing 20.72 percent of the total. Udon Thani was second

at THB 4.80 billion, representing 17.36 percent, and Khon Khaen was third at THB
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4.50 billion, representing 16.28 percent of the regionûs revenue. An overwhelming

proportion of tourist receipts came from Thai visitors.

In 2004, Nakhon Ratchasima welcomed 3,922,081 visitors comprising some 98 percent

Thai and 2 percent international visitors. The average length of stay was 2.95 days.

Tourist expenditure consisted mainly of food and beverage, shopping and souvenir

buying, traveling service, entertainment and accommodation. The average spending

was rather low at THB 656.56. The top 5 tourism attractions were Khao Yai National

Park, Thao Suranari Monument, Phimai Historical Park, shopping centers and Lam

Takhong Dam. The hotel occupancy rate peaked at 49.95 percent in the month of

February, and recorded the lowest at 37.98 percent in April. The average year-round

occupancy rate was found to be relatively low at 42.31 percent.

Udon Thani had 1,794,942 visitors comprising 94.71 percent Thai and 5.29 percent

foreigners; the majority of the latter were from Europe, followed by those from Asia.

More of those traveling to the province had business as their purpose of visit than

leisure, due to an increasing number of conferences and seminars held at hotels by

a range of agencies. An increasing number of foreigners married to Thai women

also paid visits to their families and made leisure trips. Furthermore, Laotian visitors

were able to travel directly to Udon Thani. Its average tourist spending was THB

893.22 per person per day. Tourist expenditure comprised shopping and souvenir

buying, traveling service and food and beverage at 23.50, 20.83 and 19.64 percent of

the total, respectively. Hotel occupancy peaked in the month of May and hit the

lowest point in January. Changes in occupancy rates throughout the year were

rather small, with a relatively high average of 51.05 percent. This was obviously the

result of foreigners married to the Thais visiting their families and traveling in

Thailand, as well as leisure trips made by foreigners working at embassies, consulates

and diplomatic missions in the Lao PDR. The most visited attractions were shopping

centers and Ban Chiang Museum.
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5.2.4 SMEs in Tourism Industry
Tourism-related service is one of the key businesses and a main source of income

for the country, generating trillions of Baht a year. The majority of enterprises in

this sub-sector are SMEs providing employment and value-adding to many of

related businesses including transport, hotels and restaurants, souvenir shops, health

service and recreational activities.

Hotels and restaurants form the largest group of business in the tourism industry.

Out of THB 2.06 trillion generated by the services sector, representing 31.3 percent

of the GDP, THB 1.77 trillion belonged to the private services. Hotels and restaurants

accounted for THB 337.3 billion, representing 19.1 percent of the private servicesû

total, second to communications and transport.

Closer examination of the hotels and restaurantsû contribution to GDP in 2004

according to size of enterprise revealed that THB 210.22 billion or 62.3 percent

belonged to small enterprises; THB 66.33 billion or 19.7 percent came from medium

enterprises, and only THB 60.79 billion or 18.0 percent was generated by large

enterprises. This proved that small enterprises held a crucial role in hotels and

restaurants, especially in employment where they hired 590,200 workers, representing

80.1 percent of employment under hotels and restaurants.
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Figure 5.21 Economic Structure of Hotels and Restaurants Industry

by Size of Enterprise
(Unit : THB million)

Source: the Office of National Economic and Social Development Board

Compiled by: the Office of Small and Medium Enterprises Promotion

As for the number of entrepreneurs, the hotels and restaurants group had a total of

190,845 enterprises, 99.9 percent of which were SMEs. The breakdown by size of

enterprise was: 190,018 small; 638 medium and only 189 large. A sizeable gab in

value-adding ability could be observed between small enterprises and their large

(Unit : Jobs)
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counterparts; for instance, large enterprises, while representing a mere 0.1 percent

of the group, were able to generate as much as 18 percent of its GDP.

5.2.5 Tourism Promotion Policy
Realizing tourism as a critical source of income for Thailand, the government adopted

a range of policies aiming at enhancing service quality and standard, creating

diversity in tourism-related services and promoting competitiveness of the services

sector and tourism industry as follows:

1) The Services Sector Development

• Improve and develop basic elements required to enhance the services sectorûs

efficiency and competitiveness, both in manufacturing and development of services,

and development of technology and infrastructure.

• Have government and relevant agencies collaborate in order to develop

strategies to fully use the services sectorûs capability in becoming a source of

foreign currency income and local earnings through tourism, education, health care

and treatment and sports and recreation activities.

• Assist the service entrepreneurs in acquiring knowledge and skills to improve

their service standard and management, to strengthen up and be able to cope with

changes resulting from international agreements concerning services.

2) Tourism Promotion

• Strengthen relationship and cooperation with neighboring countries in order

to promote Thailand as a regional tourism gateway either by means of marketing,

transport, investment, management and elimination of tourism barriers.

• Tourism management using active marketing strategy to develop activities

either at domestic or international levels, linking SMEs to grassroots business,

improving traveling service quality, promoting Thailand as Southeast Asiaûs center

for conferences, seminars and trade shows.

• Develop, restore and renovate cultural resources and heritage both in urban
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and rural areas. Develop tourist shopping areas by promoting the role of private

sector and community towards sustaining preservation of tourism attractions and

local ways of life.

• Create diversity of tourism activities including ecotourism, health-related

and agrotourism by developing new tourism attractions and encourage communityûs

participation in tourism management both by organizing tourism fairs and developing

communities for tourism purposes.

• Improve facilitating and security measures as well as prevent exploitation of

tourists and properly tackle problems faced by tourists.

5.2.6 Promotion for SMEs in Tourism Industry
SMEs in tourism industry play a critical role in supporting tourism in each area

across Thailand either as hotels, restaurants, souvenir or local goods shops and

transport service operators. Larger enterprises, on the contrary, tend to operate only

in major areas. If the SMEsû ability in manufacturing and service supplying can be

enhanced and strengthened, Thailandûs earnings from tourism will increase sharply.

- Quality of Service

Thailandûs success in attracting large numbers of international visitors comes not

only from physical or geographical basic elements of each region but also from the

well known Thai hospitality and quality of service. Therefore, all stakeholders should

be aware of and nourish this reputation for sustainability simultaneously with

elevating the quality of service in order to gain international recognition. The areas

to focus on include hotels and similar establishments, restaurants, health centers,

spa and beauty services and sports and recreation services. These targets have

potentials to create popularity among both Thai and international visitors, especially

health and spa services which are a new tourism scheme currently receiving

vigorous promotion. They are unique in integrating oriental wisdom and culture

into services, and are the source of employment and income for many people.
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- Quality of Manufacturing

Products under the One Tambon One Product (OTOP) scheme, as well as traditional

and local products, are becoming extremely popular among the tourists. They

generate another main channel of income from tourism beside accommodation and

food. This partially results from the promotion of OTOP products and improvement

in product quality and style. The diversified products reflecting local cultures even

more appealingly to the tourists include food, clothing, adornments, traditionally

woven textile, decorative items, souvenirs and other products. The manufacturing

of these products requires an on-going development, that is to say, relevant

government agencies need to continue their supports in the development of

manufacturing technique, product designing and development, distribution, launching,

and integrating original culture with modern marketing and manufacturing. The

products that satisfy the Thai and international touristsû demand will have a

continuing and sustainable growth. They will help build economic stability among

their producers, either the community enterprises or SMEs which are the most

important mechanism in tourism industry.

- Quality of Management

One of the issues facing SMEs in every business group including those in the

tourism industry is management. It comprises resources management within an

organization, marketing management, customer management and time management.

These critical factors are needed for manufacturing and service costs reduction and

efficiency enhancement. Besides, they also provide flexibility in responding to changing

tourism patterns reflecting national situations and competition among tourism

markets. Therefore, all relevant agencies need to have the awareness and continue

to develop skills and ability related to different aspects of management for SMEs in

each of the tourism-related business group.




