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Thailand’s Logistics Development Strategy (2006-2010)

By
Mr Arkhom Termpittayapaisith
Deputy Secretary-General
National Economic and Social Development Board (NESDB)
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Thai-U.S. Logistics Fair & Symposium 2006
5 =7 October 2006,
Bangkok, Thailand

Excellencies,
Distinguished Guests and Participants,
Ladies and Gentlemen

L. It is a great honor for me to take part in this Thai-U.S. Logistics Fair & Symposium
2006. On behalf of the National Economic and Social Development Board (NESDB),
the leading government agency in the arena of logistics development, I can say that
this event, this Symposium, is a mark of significant advances for Thailand Logistics
Development. And I will come back to that in a moment.

2. As you may realize, although logistics issue has been recognized by the private sector
for sometime and by the military for a long time, the issue was set as a national
agenda only when the National Competitiveness Committee had approved it in 2003.
The partnership for logistics development had started to form and become an active
mechanism ever since. They comprise concerned ministries from the government,
Thailand National Shipper Council, The Thai Federation on Logistics, The Thai
Federal of Industry and The Thai Chamber of Commerce from privale sector, and
finally some experts from academic community.

3. During the last few years all of us have been closely working together to formulate a
comprehensive strategy for Thailand Logistics Development. And we have completed
it. Therefore, what I am going to present here today, the Thailand Logistics
Development Strategy, is the most important indication of our partnership success.

4. The second indication of advancement is the formulation of Thai Federal on Logistics
which has been an important representative from private sector and one of the most
active participants in logistics development process. Therefore, while the logistics
master plan is an indication of domestic partnership success we can say that this
Symposium is an indication of successful partnership that extends to our international
alliance. ’

5. Ladies and Gentlemen, 1 am happy to say that today we are building success on
success, because I am going to share with you the Logistics Strategy for Thailand that
we have together formulated, so that it will be a guideline for all of us to work
together for the next five years. In other words, today 1 would like you to join the
partnership and together get a clear vision about our future.
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To begin with, please allow me to quickly show you the outline of my today’s
presentation. First of all, I'll give vou the view of Thailand’s Logistics Position,
which will show our Logistics status comparing with our trading partners. Secondly,
I’ll explain some major factors that help shape the direction and essence of Thailand
Logistics strategy.

Thirdly, the Thailand’s Logistics Development Strategy or, in other words, the Five-
Year Logistics Master plan will be explained to you in more detail. And fially, I will
confirm on the role of partnership as a key success factor for Thailand Logistics

Implementation.

The state of Thailand’s Logistics: According to a study, conducted by the NESDB
together with Research and Consultancy Institute of Thammasat University, we have
found that, during the last five years, our total Logistics Cost to GDP has been
declining, just like in many countries. According to the study, our logistics cost has
been decreased from 21.8% in 2000 to 15.6% in 2004. This was thanked mainly to the
increasing awareness and efforts of companies toward improving efficiency of the
firms’ logistics management. This trend has been reversed a little bit in 2005, to
around 16%, due to external factors especially the surge of oil price. Having looked at
the trend, it seems that we have a promising prospect.

However, we have yet reasoned to be complacent, this is because comparing our
number to the numbers of our major trading partners, our logistics cost per GDP is
still higher than others’ such as those of Japan (11%), USA (8%), European Union-
EU (11%), and India (13%), showing significant lack of efficiency in our logistics
system.

Factors determining Logistics Strategy

Here, it is necessary that we take a look at Thailand’s Logistics situation from a
comprehensive framework, which will help us define the stakeholders in all business
sectors along the supply chain, channel of transportation & distribution, and types of
market. We identify both critical external and internal factors affecting our logistics
system. They are some major trends in international trade, regional economic and
business dynamics, recent oil crisis and the condition of Thailand’s logistics system.

"We will now move on to the details of these factors. Let’s start with the external

factor. The first external factor affecting Thailand’s Logistics Strategy is “Trends of
International Trade” And there are some trends need to be mentioned here.

The first one is an Increase of Developing Countries’ Trade Proportion in the world
market, from 21% in 1985 to about 45% in 2010. Actually, the new estimate by the
Economist lately said that at present the developing countries trade would account for
more than 50% of the total world trade already. Increasing global outsourcing and off-
shoring, and the NTB trade barriers are also obvious to all of us. What is so
significant for these changes is that they call for more and more efficiency of the
developing country’s logistics system, especially, transport and trade facilitation
process, if the businesses in that country are to operate properly and competitive in
the world market.

Another major change is the Advancement of Transport T echnology and the
widespread application of those technologies internationally to facilitate trading
activity like the e-logistics, RFID, and GPS. This means that if we are going to
improve our logistics efficiency we cannot ignore these technologies. We need to
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incorporate them into our system otherwise it is just impossible that we can compete
internationally.

The second external factor is the “Energy Price Surge”. Thailand has been depending
on oil import for more than 70% of domestic consumption. As a result, the impact of
oil price crisis has been dramatically affected the country especially when the main
mode of transportation (more than 80%) is relied on land transportation, the least
efficient mode of transportation.

To lessen the future impact, the government has enforced some energy saving policies
such as Modal Shift & Fuel Shift to reduce our oil dependency consumption. In
addition, to reduce the dependency on import and the risk involved we thought it’s
necessary to take a longer term perspective by elaborating more on the strategy to
manage and optimize the goods transport network in our Master Plan.

The third one is “Regional Economic Integration”. The wave of Free Trade
Agreement and Globalization lead to stronger economic integration. There are various
Economic Partnership formed in the last decade. No matter is it bi-lateral or multi-
lateral, one of their impacts is that, due to more facilitation, it has increased trade
volume across border substantially in every region. The implication for Thailand
however, is something more. Having located at the heart of South East Asia and
Greater MaeKong Sub-region, Thailand has the potential to promote its role as one
of the regional logistic and Trade hubs.”

Now, let briefly consider the internal factor, the “Domestic Conditions.” The NESDB
and our partners have conducted a number of studies as to the situations of Thailand
Logistics System. We can conclude that our system is very inefficient due to five
serious problems.

The first is the very congestion at and around major gateways and inadequate
domestic linkage. The second is too many documentaries for export processes. The
third is inefficient logistic management in production sctors. The forth is our local
LSPs mostly provide low value added service and are not sufficiently competitive.
And finally, there exist a general lack of logistic expertise and personnel in firms &
LSPs :

As a result of thorough analysis of the problems we realize that for Thailand Logistics
Service to be competitive and efficient, there are several challenges for us called
“Critical Issues”, need to be addressed;

The first is getting to the root of the supply chain that is How should we upgrade
logistics management at the firm level?

Secondly, How can we leverage existing infrastructure network and optimize supply
chain management?

Thirdly, from international and regional perspective 1s How will the Thai logistics
network be linked to the regional network, both in terms of physical and non-physical
aspects?

The forth issue is about the actors that create real economic value added that is How
can the Thai LSPs be competitive internationally and thus create economic value for
the Thai economy?

And finally, What should be the management model for driving the Logistics
Development Strategies for Thailand? So that it can be ensured that our formulated
strategies are effectively implemented.
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Now, Ladies and Gentlemen, let me explain you what will be our master plan or
strategies for tackling those critical issues.

This is the framework of Thailand Logistics Development Strategy for the next five
years or A Master Plan. The framework creates a guideline for us to follow in order to
achieve our vision. The vision of Thailand logistics development is straightforward,
which is to establish a world-class logistics system to support Thailand as Indochina’s
trade and investment center.

To achieve that vision, we first need to focus on the more immediate objectives
namely, increasing cost efficiency, customer responsiveness of business, and
reliability and security of the logistic process. All these must be accomplished along
with creating economic value from the logistics and other supporting industries.

The Logistics Development Partnership has recommended five strategic agendas in
order to lead us to the logistics development’s vision. We also set a rather ambitious
and challenging target to reduce the logistics cost per GDP from 16% in 2005 to 13%
within 2010.

Ladies and Gentlemen; Now let me share with you the detail of the strategic agenda
for the next five years.

The five strategic agendas are:
» Business Logistics Improvement,
e New Trade Lanes and Logistics Network Optimization,
» Logistics Service Internationalization,
» Trade Facilitation Enhancement, and
s Capacity Building

The detail of each strategic agenda is as followed:

Our first strategy agenda is “Business Logistics Improvement.” The goal of this
strategy is to upgrade our logistics system through out the supply chain in terms of
efficiency and traceability especially in the Real Sector, thus will enable firms to
encounter the future logistics tasks.

We plan to encourage businesses in all sectors to implement best practices and
sophisticated logistics-management techniques along with promoting the development
of logistics for supply-chain optimization. This will increase visibility of the goods in
the supply chain for better management.

The second strategy agenda is “New Trade Lanes and Logistics Network
Optimization.” This is to introduce an integrated logistics-management system to
accommodate Thailand’s position as Indochina’s logistic hub in gathering,
transferring and distributing merchandise regionally and internationally.

Opportunity for trade expansion is right in front of us! We can develop new trade
lanes to the Middle East, Africa, and Europe via Thailand’s Andaman Sea by
developing deep-sea ports as well as an Economic Corridor to accommodate the
expanding trade activities.

But first, we need to prepare ourselves in order to fully capture that opportunity. We

need to develop an integrated logistics network both locally and internationally so that
we can fully ready for the increase in trade volume in the future. Nevertheless, we
should consider the efficient management of transport for energy-saving purposes as
well so that today energy problem will not be repeated again.
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After preparing ourselves in term of logistics system and infrastructure aspects, we
need to consider domestic and international alliance aspect as well. This comes o our
next agenda on “Logistics Service Internationalization.” The concept is to upgrade
Thai logistics-service providers to be internationally competitive and capable to
sustain in higher value-added markets.

33, We will encourage a strategic alliance between Thai and foreign especially small and
medium-service providers by creating partnerships through business-matching to
exchange information and share costs.

34.  We also hope that these logistics service providers will cater the specific needs of
local industries such as SMEs and OTOP businesses or an integrated logistics service
for farm products on a door-to-door basis as well.

35. Our next agenda is “Trade Facilitation Enhancement.” The aim is to upgrade the
efficiency in trade facilitation to reduce operators’ import and export handling cost
and time.

36. The enhancement can be initiated in many areas such as the improvement in custom-
clearance procedures, the simple system for transport and transshipment goods, the
encouragement of standardize procedure, the establishment of Single Window Entry,
and the promotion of e-Commerce business to facilitate trade activity. All these are to
improve import and export process.

37. In addition, we need to promote the setting up of distribution and logistics centers in
priority and strategic markets in order to increase Thai business accessibility and
competitiveness in foreign markets.

38. The last strategic agenda is “Capacity Building,” which focuses on human resource
and mechanism to drive strategy. The system must have sufficient knowledgeable
logistics personnel to work in the industries along with data system and mechanism in
planning and monitoring the performance of Thailand’s logistics development.

39. It recommends improving our training, research and development process, and
evaluating system. All these are to enable our personnel to compete in the
international business arena.

40.  In addition to skill personnel, we must pay attention 1o our database system for
logistic management as well since organized database system will be the key success
factor to drive the strategy in the future. We anticipate the greater role and
responsibility of the Thai Federation on Logistics in leading private sector to drive
these change mechanisms together with the government.

41. To sum up, by following the Development Strategy within Five years from now, our
logistics cost per GDP will be reduced to 13% in 2010. The main reduction will come
from Transportation cost and Warehousing & Inventory holding cost.

42. Last but not Least, the Final Topic of Today Presentation: Partnership for Logistics
Development

43.  As 1 have mentioned earlier that this will not be an easy task to achieve. In order to
successfully implement the above strategies, it will involve the participation of all
parties together.

44. Parties such as privale sector, academic institutions, and government agency must
show strong determination to change and great collaboration to complete the task in
order to increase Thailand’s competitiveness to establish a world-class logistics
system to support Thailand as Indochina’s trade and investment center.




46.

Ladies and Gentlemen; With our concerted efforts among government ageucies,
private sector, and academic communities, I am confident that the Thailand Logistics
System will become world-class in a foreseeable future. And thanks to that our
production and {rading sector will be much more competitive whereas our logistics
industries will significantly grow up and contribute substantially to the country’s
economy. All of these will be realized only if we can remember that partnership is the
only road to success.

Thank you very much for your kind attention.




