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Global Growth Still Stuck In Low Gear
6 - Real GDP growth,
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Global Supply Trade Nation Global Market

Global Value Chain

Thailand as ‘Trading Nation’

Supply Chain Government Demand Chain
» Sourcing Strategy + Brand Building
« Logistics Management  [€=2 Private Sector €—>»| - Multinational Strategy
- Global
Financial Sector - Regional
- Local
' "\ ' "\

International Business

Multinational Base

N ——————————— N —————————————

+ Foreign Direct Investment

« Contract Farming

« Export of value-added
products (from raw materials
imported)

+ Licensing

+ Franchising

Trader Business

« Market Place




Thailand as ‘Trading Nation’
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Domestic Market
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International Business
Multinational Base

Direct Export
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Global Economic Integration:
Role of USA to develop Global FTA (FTAAP+TTIP)

FTAAP
=TPP+RCEP /

"""""""""" Source: TDRI
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ANNUAL GLOBAL

COMNMFERENCE 2014

e CSCMP Global Annual Conference 2014:

SEEINEEE SAN ANTONIO ou s ‘:m(;‘:.e: ence 2014;
y Su |

® Global Macrotrends HaAZHANSENURDNITALALLARARANELASTNNAYLYUTLININUTLINA
® Near-Shoring Supply Chain
® Logistics & Supply Chain Innovation

® Logistics Personnel; Supply Chain Leadership, Talent Development, Driver

Shortage etc.
*  HANTENUVBY e-Commerce Waz Social Network fiaszuuladafnduazdnnansiyy
® amazon.com, is it logistics service provider?
® Green Logistics and Energy Issues
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' What are the Global Megatrends?

Global megatrends will force companies to critically evaluate their
operating models; those who adapt quickly may have an advantage.

The world’s urban
population is expected
to increase 72% by
2020.

By 2050, the number
of people over 65 is
forecast to grow by
over 200% in China,
India, Indonesia,
Bangladesh, Pakistan,
Brazil, Mexico and
Colombia.

& resource
scarcily

With a population of
8.3 billion by 2030
the world will need
50% more energy,
40% more water and
35% more food.

As incomes in Asia
and Africa increase,
the global middle class
(daily expenditure of
US$10-100 in
purchasing power
parity terms) will
more than double to
reach some five billion
people by 2040.

Technological
breakithroughs

The number of
connected devices per
person worldwide will
rise from 3.47 in 2015
to 6.58 in 2020.



Population Structure by Country (2010)

Thailand

Population: 68.139M
Under 20 y/o: 29.4%
65 y/o and over:
7.7%

*Growth Rates: 0.7%
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Philippines

Population: 93.617M
Under 20 y/o : 43.9%
65 y/o and over :
4.3%

Growth Rates: 1.8%

é

Female

=]

Unit: 10,000 people

Note: Population Growth Rate is the annually averaged increasing rate for the past S years. The data is based on the rate of 2005

and 2010.
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Indonesia

Under 20 y/o: 35.5%
65 y/o and over: 6.1%
Growth Rates: 1.2%

Population: 89.029M
Under20y/o:35.2%
65 y/o and over:
6.3%

Population: 232.517M
p
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Unit: 10,000 people

Population:1,354.146M
Under 20 y/o: 27.7%
65 y/o and over: 8.2%
Growth Rates: 0.6%

Femal

2010.

Thailand/China:

Ratio of younger population is low,
e.g. rate of young population
under 20 y/o is less than 30%. The
both countries have already
entered an aging society in which
elder population aged 65 and over
has accounted for 7% of their
totals separately.

Vietham, Malaysia, Indonesia,
Philippines, India:

Ratio of younger population is
high, e.g. rate of young population
under 20 y/o is more than 30%.
India and Philippines have a
triangle-shaped population
pyramid featuring a high
proportion of young people.

Source: The United Nations. Estimate for 2005 and 37




' These megatrends will place increasing stress on
global operations

Slow or poor decision making due to Increasing in scale creates duplication of
insufficient and poor data functions and lack of agility

Complexity hinders ability to adapt to Multiple ineffective connections with
business and market changes suppliers and customers

Lack of clarity and accountability Human capital is misaligned in low
for decisions growth versus high growth regions

Operating footprint and supply chain not Tax risk through misalignment of operating,
appropriately aligned to future business tax and legal models




Resource scarcity will lead to government
interventions and significant impact to companies

Observations

» Demand for energy forecasted to increase by up to 50% by 2030, and water
withdrawals by 40%.

» Sustainable solutions will become at odds with the need for resources to fuel growth.

Imphcatmns The Food/Water/Energy Nexus

« Securing resources domestically and
internationally via strategic relationships | | takes 1,200 liters

even more critical. of water to produce 7% of global energy
) ) - 1kg of grain consumption is used
 Increased conflict, price volatility and for delivering water
political tension more likely as food,

energy and water patterns change.

[
™

 Increased levels of regulation will occur,
both directly relating to environmental 1-2% of cropland
changes and indirectly through taxation is needed to

and similar type incentives/disincentives. produce bioluals

Source: National Intelligence Council: Global Trends 2030:
Alternative Worlds.

i
. |




Shifting economic power raising the importance of
taking a holistic view for right-shoring strategies

Observations

The shifting of global economic balance from developed to developing countries is forcing
companies to evaluate their global footprints.

Implications

» Competing versions of capitalism are
expected to arise, as well as an array of 2009 GDP 2050 GDP
planned economies.

* Mature markets will possibly lose
influence and capital, becoming less
attractive for talent and business.

+ Governments will increasingly
compete, using tax and regulation, as
well as investment support.

* Competition generated from new
geographies and sources will create All numbers in trillions

different competitor profiles than those | ™ G7 countries Il E7 countries
hiStﬂI'iCElll}T fﬂCEd Source: OECD, Dan Hammers, Center for Global Development




Technology advances driving systemic changes in
the way business interacts and operates

Observations

New industries are being
created, which could have a
significant impact on the size
and shape of the world’s
manufacturing and high-tech
sectors.

Implications

Technology will enable virtual
versus physical business and
operating models.

Access to systems and
information will enable flatter
organizational structures.
Talent will need to be engaged
in very different ways to
promote goals and achieve
strategies.

Which global transformative trends do you believe will transform your business the most over
the next five years? Which of the following technologies are you currently investing in?

Digital 1Q: Where companies are investing to grow

%
86% of US CEOs
say technological  Business analytics
et
transform their . .
business over tha Socially enabled business processes
next five years 39

Mobile customer engagement

3
o

Cybersecurity

SIS
4 B
1 |
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= |
(n1]
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= |
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g
3
8
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2
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Fobotics

Battery and power technologies

11
3=D pnnting

Wearable computing

Base: 162 (US CEO=); 1,303 (1T and business leaders ghobally).
Source: Pwl, 2004 US CED Swervey, Janwary 2014; PwCs Digital 10 2004 Technology Trends for Business, January 2014.



Leading companies are reassessing their
strategies, operating model and talent

DhSEl'VﬂﬁﬂllS US CEOs are reinventing operations to remain fil today and relevant lomaorrow

. In order to capilalize on transformative global trends, can you tell me o what extent you are currently making changes, if any, in
- M[Eﬂlf,lF companies l'lElVE the following areas?

grown 1n a reactionary %
manner Customer growlh and retention stralegies
Use and managameant of data and data analylics
« Improved |
infrastructure to T S
(]PE["E_tE gll‘.}bﬂll}r Technology invesimenis
. MEA, joint wanlures or strategic alliances
+ Improved operating
and organizational ':"‘93“'”““““ slruchme/idesign
structure — ﬂligned" RA&D and innovation capacity
lean and tax-effective Channels to market
. TﬂlEﬂt Shﬂllld bE _Appmach o managing risk
developed in new Supply chain
IIlElI"kE'tS and Shﬂ’l]ld bE Imvastment in production capacity
laced in the right
placed 1n tne rig Corporale governance
N

regmn,:"cuuntry Location of key operations or headquariers

mMo nead to change m Considering or planning change m Change is underway or complated

“Consbdering or planning change” indudes CEOs who told us they recognize need to changefare developing strategy to change have conerete plans to
implement change programs. “Started or completed change” incluedes CEOs who told us thelr change programs ave underway or completed.

Base: 162,

Souree: Pwl, 2014 US CECQ Survey, January 2014,



They should relook at improving the business
model

Most have rapidly expanded operations globally, but they have not modified their
operations and infrastructure to address current and anticipated future customer needs

Decentralized operating model Rationalized operating model

A leading operating model begins with the overall strategic imperatives
aligning customer and competitive needs with the physical footprint,
management and intellectual capabilities, regulatory/tax and risk realities



International Transportation in the Future @Tnsc
: What we have to do from these trends?

Merger and acquisition; effected from FTA and FDI:
* Challenging for small/local LSPs

 More near shore sourcing by sea but less demand on air transport
China is new big player in global logistics industry
More regulations on trade security
Freight volatility and Energy price increasing

* Required service/long-term contract with more value creation
Over Capacity due to bigger ships and more freighters
More investment on rail and port infrastructures

* Especially to support Very Large Container Carrier

Labor shortage both truckers and pilots

* Required global standard on human resource; global pilot, economy of skills
More focusing on green Transportation
Effected from Act of God:
Geo-Political Uncertainty

Thai National Shippers’ Council angseduAmIasaunsUszinalne (angeaany)



@ The financier
Chinese telecom
tycoon Wang Jing
would construct
and operate the
canal, as well as
an oil pipeling, two
airports, a railroad
and two porls,

® The route
The route for the
canal has not been

finalized. But most ®The rival
NICARAGUA proposals would If completed,
see it go through the Nicaragua's canal
ecologically sensitive would compete with
Lake Nicaragua, the Panama Canal,
a fact that has currently undergoing
environmeantalisls a $5-billion upgrade
outraged. f that will allow it
to accommodalte
COSTA RICA newer, larger ships.
b
-ﬁ

PANAMA

Panama Canal

Target to be ‘Hub’ of
America.

Canal Expansion
Project will finish
within next 2 years.

Build up network
with USA and Latin
America.

Plan to support
incoming FDI on
Transport & Service
sector with related
activities.



Shanghai Pudong Waigaoquio FTZ

Philippine
Qanl i

Area Coverage: 28.7 square km.

1. Waigaoqgiao FTZ / bonded logistics zone / free
trade logistics park

2. Pudong Airport Comprehensive FTZ

3. Yangshan Free Trade Port Area

How it important?

* It become biggest FTZ and will be link with
largest manufacturing and financial center!

* Alot of MNC will use this area to be center of
assembly in the regional.

» Key competitor of Hong Kong.

e Strengthen China’s global competitiveness and

upgrade version of China’s economy.

@ Baoshan

® Jiading

NE:

SHANGHAI
CENTRE
@ Qinpu ) @Pudong

@ Minhal;i/;g
SHANGHAI |

@ Songjiang

@ Nanhui

@ Fengxian

@ Jinshan
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ASEAN and Thailand have to clear Direction and Strategies!

1. More focus on ‘near-shoring’ and
‘cross border trade’.

2. ASEAN Connectivity
3. Infrastructure development

4. Facilities investment at hub and
gateway

5. Environment Issues at hub &
gateway

6. Backhauling and Networking

7. Competitiveness and Partnership
among member countries

8. FTA on service sector; Logistics and
Transportation 12. Insurance for Cross Border Transport

9. Logistics Standardization Management

13. Capacity Building esp. multi-modal

10.Laws and Regulations such as
transport management.

Customs and Cabotage etc.
14. Integration both G-to-G, Ministry-to-

.Trade and Transport Securit g :
H P oty Ministry and also between private sector



e Cabotage

traditionally refers to shipping along coastal routes, port to port. Now the word is often used to refer
to the transport of goods or passengers between two points in the same country by a vessel or an
aircraft registered in another country. Originally a shipping term, cabotage now also covers aviation,
railways, and road transport. Cabotage is "trade or navigation in coastal waters, or, the exclusive
right of a country to operate the air traffic within its territory".[1l

Cabotage is used in the context of "cabotage rights", the right of a company from one country to
trade in another country. In aviation terms, it is the right to operate within the domestic borders of
another country. Most countries do not permit aviation cabotage, for reasons of economic
protectionism, national security or public safety. One notable exception is the European Union,
whose members all grant cabotage rights to each other.[2

Country |
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Thailand

1. Have to focus on overall of national
benefits.

2. Have to centralized National Logistics
Strategies and Projects.

3. Have to clarify logistics cost structure and
control it.

4. Have to open more logistics activities
service sector to support trade.

5. Have toinvest on ‘Green’ logistics and
trade security at hub .

6. Have toinvest logistics infrastructure for
neighboring countries, to support
international trade.

7. Have to be leader on logistics standards
in ASEAN especially CLMV.

8. Have torealize on and prepare for global
trends etc.




LPI International 2014

by Ipi_rank o o
o i Logistics Performance Index (LP1) 2014
. M~ 81 Criteria
81 ~ 121 1. Customs 4. Logistics Quality and Competence
121 ~ 160 2. Infrastructure 5. Tracking and Tracing

3. International Shipment 6. Timeliness
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Logistics Performance Index (LP1) 2007-2014: Thailand
I T S T

Score Rank Score Rank Score Rank Score Rank
Overall LPI 3.31 31 3.29 35 3.18 38 3.43 35
Customs 3.03 32 3.02 39 2.96 42 3.21 36
Infrastructure 3.16 31 3.16 36 3.08 44 3.40 30
International Shipment 3.24 32 3.27 30 3.21 35 3.30 39
(Ease of Shipment)
Logistics Quality and 3.31 29 3.16 39 2.98 49 3.29 38
Competence
Tracking and Tracing 3.25 36 3.41 34 3.18 45 3.45 33
Timeliness - - 3.73 48 3.63 39 3.96 29
Domestics Logistics Cost 3.21 28 - - - - - -
Statistically significant Lower middle Upper middle
change in LPIl score, 2012-14 Low income income income High income
Positive change Burundi El Salvador Thailand Latvia
Nepal Ireland
United Kingdom
No change 148 countries
Negative change Syrian Arab Tunisia Hong Kong SAR, China
Republic Singapore

United Arab Emirates




Bottom Third and Second Top
LPl component quintile fourth quintiles quintile quintile
Transport infrastructure 4 v vV v
ICT v v
Logistics facilities v vv
Customs v vV v
Integration of border management v vvv vvv v
Services reforms vV vvWv 44
Regional facilitation and corridors vvv vV vV
National data tools v v vV Vv
Green logistics (4 vvv
VvV is very important; ¥/#/ is important; ¢ is fairly important. ?”U”‘“'a““”e”s‘w
ICT is information and communications technology. ' SRt | i Second quintle Top quintie
Source: Authors. Partial péformers
Logistics unfriendly E /_/ Logistics friendly
06 i
Trade Logistics g
04
Refo rm Matrlx ; Consistent performers
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Key Logistics Activities in Business Level;
Can we improve it?

Objective of

1. Logistics communication and Logistics Improvement
order processing -
Increase Efficiency
Customer service & support & Customer
. . Satisfacti
Demand forecasting & aHSIacton
lannin
B g Reduce Cost & Zero
4. Purchasing & procurement Wastes
5. Material handling & packaging
6. Inventory management Risk Mitigation &
7. Transportation Susciliuyllly
8. Facilities site
selection, warehousing & Competitiveness &
Growth
storage
9. Return goods handling and

But how?
What we focus on?

reverse logistics
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