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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. Quarterly TSSI has been produced since 2003 and monthly index was 

introduced in 2005.  The TSSI was derived from a survey of 2,350 SME entrepreneurs 

in the trade and service sectors in 14 provinces nationwide, namely, Bangkok, Samut 

Prakan, Ayudhya, Chonburi, Saraburi, Nakhon Ratchasima, Khon Kaen, Ubon 

Ratchathani, Phitsanulok, Lampang, Chiang Mai, Phuket, 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. 
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In 2005, the Thai economy expanded at 4.5 percent, which was lower than the average 

6.2 percent in 2004, with quarterly growth at 3.2, 4.6, 5.4 and 4.7 percent respectively.  

That was due to the previous yearûs economic contraction caused mainly by domestic 

demands: sluggish private consumption, continually increasing oil prices, worries about 

rising consumer price index, a slowdown of government spending and investments.  

The TSSI reflected key factors that affected the economy.  The index kept falling from 

the first quarter to the third before going up in the fourth quarter when the high season 

of tourism alleviated the trade and service situation.. 

 

In the first quarter of 2005, the Thai economy was hit by the oil price, rising inflation, a 

slowdown of international economy, trouble with chicken export, drought, tsunami 

effects, and a surge in interest rates.  The factors all affected the confidence for SMEs 

and caused a drop in the sentiment index to 46.1.  The gloomy sentiment continued in 

the second quarter which saw the index dropped further to the level of 44.3, reflecting 

the lingering effects of the oil price hike.  The continued dip of the index below 50 

shows entrepreneursû pessimism towards the forthcoming outcomes.  

 

In the third quarter, the TSSI remained under 50 due to the ever-increasing price of oil 

that caused a direct impact on overheads and transportation costs, as well as an 

increase in the prices of raw materials, combined with lowering purchasing powers of 

the consumers.  The TSSI of SMEs entrepreneurs fell to 41.0. 



VII Trade and Service Sentiment Index in 2005   

7-3 

In the last quarter of 2005, the Thai economy grew at a diminishing rate compared to 

the previous quarter due to a noticeable drop in private consumption because of high 

prices, higher interest rates and a decelerated exports caused by strong baht.  That 

factor combined with a bleak picture of the overall economic performance of the 

country in the perception of the entrepreneurs reflected in a apparent loss of 

confidence. However, during the fourth quarter, festive seasons brought the mood up a 

little but still below the threshold of 50.  SMEs showed a surge of sentiment index 

from 41.0 to 44.3 which reflected the negative factors of high oil price and rising prices 

of public utilities. (figure 7.1) 
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Figure 7.1 Trade and Service Sentiment Index of Small and Medium Entrepreneurs 2004 › 2005 

Source: The Office of Small and Medium Enterprises Promotion 

Figure 7.2 shows that SMEsû TSSI remained under 50 throughout 2005 with a 

diminishing trend from the first month to its lowest at 40.2 in July 2005 before 

showing an upward trend with its highest point at 47.9 point in December 2005.  The 

index for the next three month expectation remained higher than the current quarter, 

meaning the entrepreneurs were optimistic about the near future.  However, the TSSI 

were below the 50 point level for 7 of the 12 months in consideration, showing a 

diminishing trend from the first to third quarter and a positive trend during the last 

quarter of the year. 
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By industry, in the wholesale sub-sector, which includes agricultural, consumer and 

construction products, SMEsû TSSI during 2005 tended to shift downwards with its 

lowest in November 2005 at 38.6.  Consumer product wholesalers had the lowest 

index with its peak at 48.8 in December 2005 for its TSSI for the next 3 months. 

 

In the retail sub-sector, which includes vehicle/ motorcycle, modern trade, and 

traditional shops, SMEsû TSSI for 2005 showed a downward trend in July 2005 and 

remained below 50.   Modern trade entrepreneurs had their lowest index at 37.3 with a 

rising trend until the year end.  Only the modern trade sub-sector showed a rising index 

that exceeded the threshold 50 in December at 50.2 level. 

 

In the service sector which included construction, real estate activities, health and 

beauty services, tourism, recreation/ cultural/ sport activities, transportation, hotel/ 

guesthouse/ bungalow, restaurants and professional services, Small TSSI over 2005 

started its declining at the beginning of the year until July 2005 before showing an 

upward trend in August and remained so until the year end. 

 

Transportation was the sub-sector with the lowest TSSI due to the adverse effect of 

the oil price which directly caused a surge in running costs and the rising costs of 

public utilities.  Despite the economic slowdown in 2005, benevolent factors such as 

festive holidays and tourism high season triggered a rising confidence in virtually all 

sub-sectors of the service entrepreneurs who showed the highest TSSI in December.  

The month marked the first time the index rose above 50 point in 2005, particularly in 

tourism, recreation/ cultural/ and sports, and hotels. (Figure 7.2) 
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Figure 7.2    2005 Trade and Service Sentiment Index of SMEs by Industry 
 

Source: The Office of Small and Medium Enterprises Promotion 
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Source: The Office of Small and Medium Enterprises Promotion 
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7.2  SMEsû TSSI, Classified by Factors  

 

When classified by factors of confidence namely, profit, investment, cost, employment 

and sales, SMEsû trade and service sentiment index indicates a correlation of profit, 

cost (in reverse correlation) and sales sentiment levels, which were also the factors that 

most affect the sentiment of the entrepreneurs.  Employment sentiment index stayed 

at a virtually same level because of delayed decisions for business expansion, that is, 

on-going feasibility studies and a wait for more suitable conditions. 

 

SMEsû TSSI as classified by factors concerned which are profit, investment, cost (in 

reverse correlation), employment and sales, gradually changed downwards from the 

first through second and third quarters.  The main reasons were concerns over oil price 

and its spiraled effects.  This factor cast an impact on entrepreneursû sentiments in 

every industry.  Only the investment index had a relatively fine result, that is, above the 

50 point level for three quarters before a fall in the fourth quarter.  At the same time, 

most other factors showed positive trends in the last quarter due to the economyûs 

normal cycle which has its rising turn during the yearûs end with the buying spree for 

Christmas and New Year celebration, thus a high surge of sales and profits.  Costs still 

were a factor to be concerned and the index was constantly low.   In short, investment 

and employment index varied a little in accordance with the economy.  The 

employment index dropped in the last quarter while the investment index remained low 

throughout the year.  These figures reflect the entrepreneurs and investorsû worry over 

the high cost of oil. (Figure 7.3) 
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Figure 7.3 SMEsû TSSI by Factors, 2005    
 

Source: The Office of Small and Medium Enterprises Promotion 
 



VII Trade and Service Sentiment Index in 2005   

7-11 

Figure 7.4  Comparison of Consolidated Sentimental Indices, 2005  

Source: The Office of Small and Medium Enterprises Promotion 
 

7.3 Comparison of Consolidated Sentimental Indices, 2005 
 

Compared to movements of other sentimental indices in 2005 such as the Thai 

Industries Sentiment Index (TISI) compiled by the Federation of Thai Industries and 

regarded as the upstream sentimental index, Trade and Service Sentiment Index (TSSI) 

compiled by the Office of Small and Medium Enterprises Promotion and regarded as 

the midstream sentimental index, and Consumer Confidence Index (CCI) compiled by  

the Center for Economic and Business Forecasting, University of the Thai Chamber of 

Commerce and is the downstream index combined (base value = 100), the three 

indices moved along a similar path and in a similar direction in each month.  CCI and 

TSSI always stayed below the base value while TISI rose above the base value for 

three out of twelve months, namely January, October and December.  The three 

indices continuously decreased and reached their lowest in the third quarter before 

showing a positive trend during the last quarter, thus showing a relatively low 

sentiments of every part of the economy during the last year. 

 



Report on The Status of Small and Medium Enterprises in 2005 

7-12  

7.4  Summary and Recommendations from Entrepreneurs 

 

It can be said that 2005 was truly the year of the low sentiment of Small and Medium 

entrepreneurs due to multiplicity of negative factors for entrepreneurs and for the 

country as a whole. The most severe factor was the rising costs especially the oil price 

which was on the incremental trend and had a domino effect towards public utilitiesû 

prices such as electricity and transportation fees which constitute business direct 

overheads.  The consumers were affected by the high price of oil directly by rising fuel 

price and indirectly through marked up priced consumer products.  Both resulted in 

lower purchasing ability for household which would eventually have a negative impact 

for the business sector.   The sentimental index therefore remained under their based 

point throughout the year, both for the current month and the three month forecast.  

However, the three month forecast index was always higher than the current month 

index, which shows that the entrepreneurs still had hope for a better future.  Cost 

played a crucial with a high negative impact for the other factors as the cost index was 

remarkedly lower than the base point throughout the year. 

 

Moreover, trade and service entrepreneurs had a few recommendations for the 

government sector. The recommendations include, government control of the oil price, 

public utility prices, consumer prices as well as other cost of raw materials not to let 

them rise too fast, adoption of measures to alleviate the effects of rising consumption 

prices, development of alternative energy in order to lessen the dependence on oil in 

the long run, continually raising awareness for energy conservation in the country, 

control of interest rate rises, improved taxation process, vocational training for 

communities in order to let them have alternative sources of extra income, adoption of 

reconstruction measures for infrastructures in flood stricken provinces and urgent 

solution for violence in the Southern provinces, among others. 
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In 2005, TSSI continues to stay at a lower level as in 2005.  The entrepreneurs 

reflected that the significant factors include: the oil price, impacts from transportation 

costs, overall public utility prices, and adverse effects from domestic economy.  As a 

result, agencies concerned are required to adopt necessary measures to alleviate the 

burdens of the people, and create positive factors such as tourism promotion to 

increase demands for goods and services, or give consultation for SMEs management 

in order to help them adjust to the harsh condition of rising costs. 

 

 

 

 

 

 




