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growth over the previous year was as high as 16.3 percent. In terms of trend in

sales, it is expected that in the next 2-3 years, sales will grow at an accelerating

rate, both in manufacturing for domestic consumption and export, the latter benefiting

from trade partnersû relaxation of product quality inspection requirements.

The trend of expanding profit was also found, with an average growth of 35.4

percent annually. The estimate growth for the next two year is, however, expected

to be at a decelerating rate compared to 2000-2001. The most important negative

impact was energy costs which directly affect manufacturing and transport costs.

This slowdown trend in profit will cause the net profit on sales ratio to decrease,

especially in 2005 where the declining trend in net profit on sales was clearly

detected.

Although the food and beverage product manufacture industry, both for domestic

demands and export, maintained its important role in the countryûs economy. The

negative factor i.e. oil prices, the bird flu, and droughts will continue to hamper its

future growth.

Table 9.14 Food and Beverage Products Manufacturing SMEs Sales,

Profit, and Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion
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Figure 9.4 Food and Beverage Products Manufacturing SMEs Trends

of Sales, Profit, and Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion

3) Manufacture of Other Transport Equipment
Figure 9.5 showed that this industry played a significant role for the manufacturing

sector in terms of profit made. It accounted for 28.7 percent of the sectorûs profit

growth, while contributing to only 1.7 percent of the sectorûs sales. Its ability in

value adding was reflected by the Net Profit On Sales of 2.6 percent, reasonably

close to the sectorûs 2.2 percent average.

Closer examinations revealed that this industry consisted of manufacture of motorcycles

which accounted for 66.8 percent of its sales; building and repairing of ships and

boats accounted for 15.1 percent, manufacture of other transport equipment which

was not classified elsewhere accounted for 17.3 percent, and building and repairing

of pleasure and sporting boats accounted for 0.8 percent of the industryûs sales.
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According to the industryûs past records of sales and profit between 1999 and 2003,

its sales continued to expand by an annual average of 22.4 percent. In the next two

years, it is predicted that the growth rate will accelerate, driven by the industryûs

most important part, the motorcycle manufacture, which rapidly expands in both

production and export. The demand for Thai motorcycles rose sharply in international

markets i.e. the ASEAN, the US, and European markets, while domestic demand

expanded slowly.

The trend of increase in profit between 1999 and 2001 came to a slowdown

between 2002 and 2003. However, the average annual profit growth for these four

years period was 37.0 percent. It is predicted that profit in other transport equipment

manufacture industry will begin to pickup, according to the increasing trend and

accelerating rate of expansion since 2003, in line with the trend of net profit on

sales which continued to climb during 2004-2005 (Table 9.15 and Figure 9.5).

Table 9.15 Other Transport Equipment Manufacturing SMEs Sales,

Profit, and Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

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

9-21

Figure 9.5 Other Motor Vehicles Manufacturing Trends of SMEs Sales,

Profit, and Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion

4) Manufacture of motor vehicles, trailers, and semi-trailers

This industry did not hold a significant share in the manufacturing sectorûs growth

of sales and profit, but its ability in value adding was spectacular. It boosted a net

profit on sales of 7.1 percent, the highest in the entire manufacturing sector.

Nevertheless, the industry, comprising manufacture of parts and accessories for

motor vehicles and their engines, manufacture of bodies (coachwork) for motor

vehicles, manufacture of trailers and semi-trailers, and manufacture of motor

vehicles and their engines, are mostly larger enterprises. The LE dominated the

industry, leaving the SMEs the role of suppliers manufacturing parts and accessories

for assembly plants. The motor vehicles, trailers, and semi-trailers manufacturing

SMEs sales amounted THB 60.69 billion in 2003, of which THB 50.43 billion, or
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equivalent to 83.1 percent, belonged to the parts and accessories for motor vehicles

and their engines manufacture.

Records of sales and profits between 1999 and 2003 showed that the industryûs

sales grew steadily at the average growth of 36.4 percent annually. The trend was

expected to continue due to a surge in manufacturing of OEM passenger car parts

and accessories for export purpose owing to production of new car models being

launched during late 2004-2005. Thailandûs important markets include Japan,

Malaysia, the US, and Indonesia.

Moreover, manufacturing for domestic assembly lines is also likely to join the same

trend with a rush to meet orders made during the 2 motor shows in late 2004 and

early 2005.

The manufacture of motor vehicles, trailers, and semi-trailers was the industry with

the greatest net profit on sales ratio. However, their profit started to show a slowdown

trend since 2001, despite the average profit growth of almost 200.0 percent during

1999-2003. The decrease in profit growth rate which began in 2003 seemed to level

out during 2004-2005. This slowdown caused the net profit on sales to start to

contract in 2001; its downward trend was expected to continue to the future.

Even though the industry was the manufacturing sectorûs best performer in terms

of net profit on sales, its slowing trend should signal the entrepreneurs to immediately

improve efficiency in operating their organizations. Since the trends found in the

industry were positive, its declining profit could point to their own management

problems (Table 9.16 and Figure 9.6).
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Table 9.16 Mother Vehicles, Trailers, and Semi-trailers Manufacturing

SMEs Sales, Profit, and Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion

Figure 9.6 Mother Vehicles, Trailers, and Semi-trailers Manufacturing

SMEs Trends of Sales, Profit, and Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion
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9.2.2 Trends among SMEs in Services Sector

Table 9.17 Services SMEs Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion

Note: ùSource of Growthû represents the proportion of each industryûs growth in the entire

manufacturing sectorûs growth. This was achieved by multiplying the particular industryûs

growth with contribution to its own sales, using the result from each industry to calculate

its proportion in the sectorûs overall growth.
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Figure 9.7 Position Plot of Services SMEs

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion

Figure 9.7 demonstrates roles of services SMEs in different industries toward the

sectorûs sales and profit. The X axis represents the growth of sales, while the Y axis

represents the growth of profit. The spheresû size represents the net profit on sales

ratio, which reflects the SMEs ability to generate added value.

Some interesting industries in the services sector include:

1) Real estate services

Real estate was one of the most important industries in the services sector, both in

terms of sales and profit. The real estate SMEs sales amounted THB 131.62 billion

in 2003, or equivalent to 15.2 percent of the sectorûs overall sales. Their profit

amounted to THB 39.57 billion, or 52.6 percent of the sectorûs profit. Their contribution

to sales growth was at 33.3 percent, while contribution to profit growth was as high

as 69.7 percent. The real estate industry also had 30.1 percent net profit on sales,

extremely high compared to the sectorûs average of 8.7 percent.
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The industry comprises activities of real estate agents and brokers which accounted

for 78.0 percent of the SMEsû sales, and the intermediation in buying, selling and

renting of real estate.

Records of sales and profit between 1999-2003 showed that sales of real estate

services registered a steady growth, an average of 20.9 percent annually since 1999.

In 2003 in particular, the industryûs sale amounted THB 131.62 billion, owing to the

governmentûs financial policy aiming at stimulating purchase power for real estate,

including credit and tax deduction/exemption. It is expected that the upward trend

in real estate services will continue due to its robust growth in sales in line with the

private sectorûs investment in housing, commercial, and industrial construction to

meet domestic demands.

On the profit side, though the industry registered a loss between 1999-2002, it was

able to recover in 2003. The current trend in profit continues to improve or the

enterprisesû loss is on a decline. The industryûs average profit growth is 40.9 percent

annually, and a continuing strong growth is anticipated.

The outlook of net profit on sales is also improving. After remaining negative during

1999-2002, its recovery was so remarkable that, in 2003, it registered a 30.1 percent

net profit on sales, the third highest in the entire services sector. In conclusion, the

industry remained sluggish since the 1997 financial crisis, but signs of recovery

began to show throughout the last five years. At present, it is growing vigorously.

However, it should be noted whether this development is spurred by a genuine

demand for housing or a real estate speculation which was widely spread prior to

the financial crisis (Table 9.18 and Figure 9.8).
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Table 9.18 Real Estate Services SMEs Sales, Profit, and Net Profit on

Sales Real Estate Services

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion

Figure 9.8 Real Estate Services SMEs Trends of Sales, Profit, and Net

Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion
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2) Financial intermediation

The financial intermediation industryûs performance was by no means spectacular

in terms of sales, but its profit was crucial to the services sectorûs overall profit

growth. This proved the industryûs ability to generate exceptionally high profit,

accounting for 12.7 percent of the sectorûs profit growth, second only to the real

estate services industry. Its net profit on sales was also high at 32.5 percent, the

second highest figure in the services sector.

The industry comprises security dealing activities, pawnshops, and credit fonciers.

In 2003, the financial intermediation SMEsû sales, according to their financial

statement, amounted THB 35.28 billion, 82.5 percent of which was from security

dealing activities.

The financial intermediation industryûs sales experienced a contraction during

1999-2001, before it started to recover in 2002. Since then it grew at the average

rate of 15.9 percent annually, with a trend of continuing acceleration. As for the

turnover, in 1999 the SMEs in this industry registered a loss, eventually their situation

improved between 2000 and 2003 until they were able to make profit. However,

their profit growth rate was decelerating, reflecting a decline in the SMEsû turnover.

This consequently created an impact on their net profit on sales, causing its trend

curve to resemble a bell, with its peak between 2002-2003. The curve began to

descend since then, and it is expected that the financial intermediation industryûs

net profit on sales will remain at a modest level such as the 32.5 percent presently

registered, and that it will continue to decline in future.

According to this trend, it can be added that the security dealing activitiesû sales or

value of services were based on the amount of securities, funds, and bonds being

exchanged in the capital market. These companiesû profitability depends on their

average brokerûs fees deducted from average operational costs.
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The study on çSecurity Dealing Activities: Their Survival and the Governmentûs

Policyé by the Office of Securities and Exchange Commission pointed out that the

structure of security dealing agenciesû costs consists of, for the most part, fixed

costs. It accounted for 68 percent of their overall costs, while the average brokerûs

fee is 0.3803 percent. The fees differ according to size of enterprise. Small and

medium enterprises require a brokerûs fee of 0.42 and 0.41 percent, respectively,

while large enterprises charge 0.33 percent for their fees.

However, regarding the enterprisesû profitability, it was found that small enterprises

had an average profit of 0.03 percent, while the medium and large enterprises had

0.16 and 0.12 percent, respectively. Meanwhile, their costs against the exchanged

securities value were 0.39, 0.25, and 0.22 percent, respectively, for small, medium,

and large enterprises.

This led to a conclusion that the contraction of profit experienced by the security

dealing SMEs was possibly caused by economies of scale which dictated high

management costs, low average profit, and higher costs per exchange unit. The

SMEs in this industry also have a narrow customer base; thus their profitability is

furthered limited (Table 9.19 and Figure 9.9).

Table 9.19 Financial Intermediation Services SMEs Sales, Profit, and

Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion
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Figure 9.9 Financial Intermediation Services SMEs Trends of Sales,

Profit, and Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion

3) Land transport

This industryûs sales, according to their financial statement, amounted THB 89.63

billion. It comprised transport of passengers, which accounted for 25.4 percent of

total sales, and transport of goods, which accounted for the remaining 74.6 percent.

Land transport services contributed to 5.2 percent of the sales growth, while its

contribution on profit growth caused the service sector a negative impact. Nonetheless,

land transport industry held a significant role in the economy, especially in transport

of goods between cities. One of the main objectives in analyzing trends in this

industry was to determine its situation since it was directly affected by the increasing

energy costs throughout this past year.
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Sales of land transport services continued to increase at an average annual rate of

21.9 percent. This continuing growth reflects the fact that land transport is convenient,

speedy, and offers reasonable prices compared to air or water transport, either the

intercity transport of passengers or goods and parcels. Consequently, the demands

for land transport will continue to grow.

Despite this fact, the profit made by this service tended to decrease since 2002.

This downward trend is likely to prolong owing to the oil price crisis where new

highs kept being hit. In early 2005, the government decided to lift its control on

price of diesel, the main fuel used in transport. This caused a serious impact on

transport services operatorsû costs. When the diesel prices rise, the transport costs

will immediately follow, effectively curbing  net profit on sales.

However, land transport, either of goods or passengers, provides the general public

with an important service. Decisions made in order to help the transport service

operators i.e. increase in fee or loading weight could create pressure on the economy

since the operators will pass on all the costs to the consumers (Table 9.20 and

Figure 9.10).

Land transportation services continue to register a growth but with falling profits

since 2002. It is expected that this trend will persist due to the oil price crisis and

the lift of government control on diesel price, the major fuel in transportation.

Impacts from these negative factors will inevitably increase operating costs.
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Table 9.20 Land Transport Services SMEs Sales, Profit, and Net Profit

on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion

Figure 9.10 Land Transport Services SMEs Trends of Sales, Profit, and

Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion
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9.2.3 Trend among SMEs in Trade Sector

Table 9.21 Trade SMEs Net Profit on Sales in 2003

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion

Note: ùSource of Growthû represents the proportion of each industryûs growth in the entire

manufacturing sectorûs growth. This was achieved by multiplying the particular industryûs

growth with contribution to its own sales, using the result from each industry to calculate

its proportion in the sectorûs overall growth.

Figure 9.11 Position Plot of Trade SMEs

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion
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Figure 9.11 illustrates roles of trade SMEs in different industries toward the sectorûs

sales and profit. The X axis represents the growth of sales, while the Y axis represents

the growth of profit. The spheresû size represents the net profit on sales ratio, which

reflects the SMEs ability to generate added value.

Some interesting industries in the trade sector include:

1) Retail trade

Retail accounted for 16.9 percent of the sectorûs sales growth while accounting for

27.5 percent of its profit. The industryûs most important aspect was its performance

in profit generating, with net profit on sales of 1.9 percent. Retail trade comprises

retail sale of building materials and gardening equipment, health and personal

hygiene product stores, food and beverages stores, electronic equipment and

appliances stores, clothing and accessories stores, and furniture and article and

equipment stores.

The retail trade industry maintained a steady trend of sales and profit growth; its

average growth of sales and profit was 21.9 and 52.0 percent, respectively. The

industryûs curve of sales, profit, and net profit on sales led to a projection that retail

trade will grow continuously and rapidly in future (Table 9.22 and Figure 9.12).

Table 9.22 Retail Trade SMEs Sales, Profit, and Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion
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Figure 9.12 Retail Trade SMEs Trends of Sales, Profit, and Net Profit

on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion

2) Wholesale trade and commission trade

Wholesale and commission trade was the industry which contributed the most to

growth of sales at 68.1 percent, while accounting to 17.5 percent of growth of profit.

Its ability to generate profit, or net profit on sales, was at 1.3 percent. The industry

comprises wholesale of permanent goods i.e. vehicles,  their parts and accessories,

electronic goods, professional and commercial instruments and equipment,

machinery, equipment and supplies. It also comprises wholesale of temporary goods

i.e. paper and paper products, petroleum and its products, pharmaceutical and

medical goods, and clothing.
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The wholesale trade and commission trade industry performed well since 1999,

with an average growth of sales and profit at 18.8 and 112.6 percent, respectively.

A trend of robust growth in sales, profit, and net profit on sales was inevitably

detected (Table 9.23 and Figure 9.13).

Table 9.23 Wholesale Trade and Commission Trade SMEs Sales, Profit,

and Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion
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Figure 9.13 Wholesale Trade and Commission Trade SMEs Trends of

Sales, Profit, and Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion

3) Sale, maintenance and repair of motor vehicles and

motorcycles; retail sale of automotive fuel

Sale, maintenance and repair of motor vehicles and motorcycles and retail sale of

automotive fuel were categorized within the trade sector since it comprised maintenance

services and sale of parts and spare parts, as well as retail sale of automotive fuel.

Its contribution to growth of sales was at 15.1 percent, while its contribution to

growth of profit was as high as 54.9 percent. The industryûs net profit on sales was

1.1 percent.

Its trends in sales and profit were similar to wholesale and retail trade, with

continuing growth on both. The industry was able to register an average growth of
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sales and profit at 33.0 and 64.8 percent, respectively. However, its prospect of net

profit on sales differ from wholesale and retail trade in that it was growing at a

decelerating rate, and was expected to reach its peak and begin to decline during

2004-2005 (Table 9.24 and Figure 9.14).

Table 9.24 Sale, Maintenance, and Repair of Motor Vehicles and

Motorcycle SMEs Sales, Profit, and Net Profit on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion
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Figure 9.14 Sale, Maintenance, Motor Vehicles and Motorcycle

Maintenance SMEs Trends of Sales, Profit, and Net Profit

on Sales

Source: Business Online Public Company Limited (BOL)

Compiled by: The Office of Small and Medium Enterprises Promotion




