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Policy Analysis & Politics
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Social infrastructure /
Public real estate*

Economic infrastructure

Land Energy Telecommunication || Health
Electrici - Fixed network - Diagnostic
Road networks cetricity - Mobile network - Therapy / treatment
- Coal - Coal . .
: oil Ol - High speed internet - Care
Rail networks o Nuclear - Satellite - Rehabilitation
Public local - Nuclear - Renewable Senior citizen
transport - Renewable - Biomass
- %‘fm Education
- Water .
Water - Wind Waste - Children
. . - Teenagers
- Inland waterways - Biomass - Domestic waste - Adults
- Overseas - Industry waste )
- Pensioners
waterways
- Ports Direct heating
Culture
Gas
Air / Aviation Sport / leisure
- Airport services Water - Popular/mass sport
- Airline services - Professional sport
- Air control Drinking water Waste water
- Domestic - Rain water Administration
- Industrial - Waste water .
Space _ : Security
- Observation - Domestic Pri
 Femenn - Industrial - 11S0nS
- Other services * Both terms are used - Police
synonymously - Defense




Value Chain

= Firm Infrastructure

Support
~ Activities

Procurement

Inbound 3 Outbound Marketing
e Operations Sl
Logistics Logistics & Sales

- Primary Activities -

ﬁm: Porter, Michael. (1985) Value Chain. Carnegie Mellon University. Retrieved 9 June, 2016 from http://cmu.edu/erm/concepts/value.html 6



Logistics Definition

Logistics is... the positioning of resource at the right time, in the right

place, at the right cost and at the right quality.
Logistics = Materials management + Distribution

Supply Chain = Suppliers + Logistics + Customers

Location of warehouses
Number and size of distribution depots

Type of storage
Materials handling equipment

I=—]

Storage, warehousing and
materials handling

Unit load

Design of systems

Control procedures <:]Hﬂ Information & Packaging & HH[> Protective packaging

forecasting FEITE utilization Handling systems
Transport Inventory

Mode of transport What to stock

Type of delivery operation

Where to stock

Load planning How much to stock

Route schedule

Source: Rushton, A., Croucker P., Baker P.,The handbook of logistics & distribution management, 3th Edition




Modal Choice Selection Process

Transport
mode
characteristics

Operational
factors

Cost and
service
requirements

Consignment
factors




Modal Choice Matrix

-c'g 100T Road Road/rail Rail/sea Sea

E 20T Road Road Road/rail Road/rail

"2 Pallet Road Road Road/rail Air/sea

§ Parcel Post/road | Post/road/air | Post/road/air Post/air
Short Medium Long Very long

Delivery distance

Source: Alan Rushton, Cranfield University (unpublished) 9



The Complexity of Interconnected Variables in Logistics

IMPACT OF LOGISTICS DEMAND IS DECISIONS BY
POLICY & ALWAYS DERIVED SERVICE PROVIDERS
GEOGRAPHY DEMAND AND OUTCOMES

REGULATION?? DEMAND?? SUPPLY??

/ PR Y \
DISTANCE SPEED <—>» TRANSPORT TIME
INFRASTRUCTURE

AVAILABLE <4—p ROUTING w—p SCHEDULING

oo b XK

BALANCE OF FLOWS w—p MODE <=——p COST

Source: Economics of Connectivity, ASEF Outlook Report 2016/2017. 10



Terminology, and Types of goods

Excludable Non-excludable
Private goods Common goods
Rivalrous .
food, clothing, cars, personal (Common-pool resources)

electronics fish stocks, timber, coal

Club goods Public goods

Non-rival . . . . . . .

on-rivairots cinemas, private parks, satellite free-to-air television, air,

television national defense

11



Regional Public Goods by Sectors

Health: prevalence of weakest-link and best-shot public goods (capacity concerns)

* vaccines for region-specific diseases
* monitoring disease outbreaks
» developing best practices for treating region-specific diseases

* maintaining sterilization in hospitals

Environment: prevalence of summation and weighted sum public goods (need for information)

e curbing acid rain
* reducing transboundary haze
* preserving rain forests

* preventing floods

Knowledge: prevalence of best-shot public goods (pooling efforts; leadership)

e agriculture extension services
* network of data and information exchange
» geoclimatic-specific research findings

* mapping spillovers of public goods

Source: Regional Public Goods, Aid, and Development. Todd Sandler.2007 12



Regional Public Goods by Sectors (cont.)

Governance: prevalence of weakest-link public goods (coordination needed)

» adopting sound financial practices
* monitoring financial practices (Regional Economic Monitoring Unit in Asia)
* harmonizing transport conventions

* eliminating trade barriers

Peace and security: prevalence of weakest-link public goods (coordination and capacity)

* eliminating insurgencies
* reducing terrorism
e combating organized crime

* uncovering intelligence

Infrastructure: summation and weakest-link public goods (coordination and capacity), club goods

* river development (Greater Mekong Subregion program)
* interstate highways
* energy grids

* rail transport (harmonization of gauge and practices)

Source: Regional Public Goods, Aid, and Development. Todd Sandler.2007 13
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Gap between globalized shippers’ needs and infrastructure supply of each country

Supply
driven

Hub port

consftruction

Regional / Individual country
management / 7| management
/7
Needs of
multinational
Demand
driven

Source: Nemoto, T., 2009. Planning Framework for International Freight Transportation Infrastructure: A Case Study on the East-West Economic Corridor in the Greater Mekong Subregion. The Asian Journal of Shipping and Logistics. 25 (2): 253-271.



Planning framework for international freight transportation infrastructure by

international

cooperation

Sup

ply

driven

Rule on
cost
burden

Regional

Hub port
constructio

Individual country

management

multinational

management

Benefits

to each
country

Demand
driven

Source: Nemoto, T., 2009. Planning Framework for International Freight Transportation Infrastructure: A Case Study on the

East-West Economic Corridor in the Greater Mekong Subregion. The Asian Journal of Shipping and Logistics. 25 (2): 253-271.
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The Horizontal Stream of Change

4 PRIMARY N
oS ey Digitalization
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Ry Technology =
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Economy Social i i
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The Vertical Stream of Change

PEACE PROSPERITY
Regional peace Economic integration
and stability and cooperation

eleration

PRIMARY

Economy

(Central)

Realization Formation

ULTIMATE

PEOPLE
Human and social

development

Social
INCREMENTAL

Source: Philip Kotler et al. (2007)" Think ASEAN!: Rethinking Marketing toward ASEAN Community 2015, McGraw Hill.
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ASEAN Community
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Pillars of Prosperity Index and components

POP — S, +P +Y,

PoP = Pillars of Prosperity index
Si = State — Capacity index (institutional capability of state to carry out various policies that deliver benefits

and services to HH & firms)

P = peacefulness index (conflicting interests can be resolved peacefully; the inverse of political violence)
Yi = income index (defining qualities of a developed country)

Country Index Value Peacefulness State capacity Income
Myanmar 0.240 0.032 0.447 n/a
Cambodia 0.340 0.323 0.324 0.372
Vietnam 0.441 0 0.462 0.420
Laos 0.487 0.968 0.162 0.331
China 0.607 0.823 0.435 0.563
Bhutan 0.715 1 0.682 0.464
Thailand 0.724 0.984 0.588 0.600
Malaysia 0.777 1 0.612 0.720
South Korea 0.873 0.935 0.908 0.775
Singapore 0.874 1 0.738 0.884
United States 0.893 0.839 0.950 0.891
Japan 0.918 1 0.926 0.828
Australia 0.918 1 0.901 0.854

Source:  Timothy Besley und Torsten Persson , Pillars of Prosperity: The Political Economics of Development Clusters, Princeton University Press (2011)
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Efficient Cross-Border Transport Models

New Deli /-
& / \Dm ‘H ) J
N ong Kon
’. Calcutta . . : Ha.noi_, 9 9
Nhava\Sheva Vientiane =5 e
‘ N Chlang Mai® @
& ~@ Da Nang
; Chennai Ban kok
o , Banakey < ;
p’“h‘.Ho Chi Minh

\.Sms;apore

22



N139INALND LALNG

Market Integration
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Dimensions of Measurement
Cost/Time Reduction

Interconnectl\”ty + Shorten Door-to-Door routes
» Single Window Inspection > * Reduce Door-to-Door Delays

* Single Stop Inspection » Reduce Administration
» ASEAN Single Window * Reduce Processing Time

» Customs Integration « Simplify Handling of Vehicles and Cargo
» Customs Transit System » Value added
’_| * Reduce Delays
Interope rablllty Cost/Time Reduction
*  Harmonization of Transport Infrastructure * Increase cross border competition
» Transport units and provide economies of scale
»  Certification of transport units / truck drivers

* Reduce Equipment exchange
»  Standards

* Road Pricing
* Allocation of liabilities (Insurance)

_J L T 7 Cost/Time Reduction

\/ * Reduce Equipment Exchange and cargo
handling

Market Access — » Improve Variety and Quality of Services

Mode 1: Cross-border supply - * Increase Availability of Services

* Introduce Competitive Pricing and

Mode 2: Consumption abroad
Variety of Services

Mode 3: Commercial presence ]
Mode 4: Presence of natural persons

fin1: TDRI (2010) Sharing the Benefits from Transportation Linkages and Logistics Improvements in the GMS: A Study of the East-West and North-South Corridor.
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Business as Usual (Informal Payment)
Supply Chain Redesign

Infrastructure Requirement

NIVNEY u:mfiamq vs 29HAR
Producer Benefit vs Logistics Service
Provider Benefit

ClQ & NSW

Insurance
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Fleet Size
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China Aims to Build a Global Infrastructure Network

China aims to build a global infrastructure network
“Belt and Road” infrastructure projects, planned and completed (March 2017)

merics
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of the 21st Century
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Layout of India’s Major Connectivity Projects with ASEAN

DMIC: Delhi-Mumbai Industrial Corridor

MIEC: Mekong-India Economic Corridor

o KMTTP: Kaladan Multimodal Transit Transport Project
New Delhi >+ TH: Trilateral Highway (India-Myanmar-Thailand)

\
o AN
\ \ / »_/ T
| ) 2
T ]

Hyderabad

» O’Ennore
Chennai

Bengaluru

Ho £hi Minh City

Not in scale

Source: ERIA. 2011. ASEAN-INDIA CONNECTIVITY: THE COMPREHENSIVE ASIA DEVELOPMENT PLAN, PHASE I1.
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Strategic location: New gateway to the West

Dawei SEZ opens a new gateway to the West - linking India,
Europe, Africa and Middle East with ASEAN & East Asia nations, ...

Dawei's strategic location: New gateway to the West

LLLL 11
Potential
land-based
routes via

»

L 4
...llllll.“

Europe, Africa
& Middle East

1) from 4,500 km via the Malacca Strait vs 2,500 km via Dawel's deep sea port; 2) Mekong-India Economic Corridor
Source: Globalasia, NESDB

Key highlights

> Strategic location: New gateway to the West
connecting Indian and Pacific Oceans

- Linking between Southeast Asia and
South Asia, the Middle East, Europe and
Africa

— Bypass the Malacca Strait via potential
land-based routes

— Shortening the distance by approximately
50% and reducing 3 days of the shipment
time from Bangkok to Chennai, India"

> Connecting GMS Southern Corridor
markets to the West: ~USD 120 Bn total
trade flow of Thailand, Cambodia, Vietnam to
the Western markets

> MIEC? linkage: complete linkage to India via
Chennai - Dawei's deep sea port

29
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Eastern Economic Corridor: EEC

EASTERN ECONOMIC CORRIDOR (EEC)

4 Core Areas 15 Projects and
5 High Priority Projects

U-Tapao Airport and Aircraft Maintenance
Sattahip Commercial Seaport

Laem Chabang Port Phase 3

Map Ta Phut Port Phase 3

High Speed Rail — Eastern Route

Double Track Railway

Highways & Motorway

| BEANEEA

Mext Generation Automaotive (EV/AV)
Aviation Industry, Robotics, Smart Electronics
Advanced Petrochemical and Bioeconomy

Medical Hub

12 Tourism

13 Global Business Hub / Free Economic Zone
Mew Cities, Inclusive Growth

Public Utilities

|
HEE

5 High Priority Projects

- Infrastructure

Business/Industry -—lu
Uik

+ EECd

Taurism

- MNew Cities

Source: http://eecthailand.or.th/en/articles/807-lana13-eec-

+ EECi

Donmuang .
Airport f‘—-’h" p—— AY
[ 1

S Suvar:pa hhum? \
| Hirport [ J— A
;i_ :..}_‘ - {; \ew Chachoengsao City 4
;’ " Funﬂ"f_l:qr.sssing -"--:

kAgricu Itl.;f'?irl 'Ff_:chn ology
Eastern Rail Route \

. )
High Speed Train Q — . I
Double Track Rails \ -/
1 i b
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e i
LCB Port  f \_

Tourism

Aviation ™ o,
Industry U-Tapao Map Ta Phut Port
Aerotropolis
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The Hanoi-Vientiane Expressway Development Project
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Source: ERIA. 2018. Maximization of Economic Benefits and Industrial Development Strategies through the Construction of Hanoi-Vientiane Expressway.



Location of the 5th Mekong River Crossing Bridge Project
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Thailand - Lao PDR - Vietham Road Network
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Thailand’s Economic Impact Assessment

Myanmar Hanol
(Burma)
=]
% Chiang Mai |
Naypyitaw S inanauas -/ Laos

stidpicor ¢/ Fualml
o

K 4

Thailand .

Cambodia

Vletnam

H

Dawel*mmﬁiﬂ;
*Eastern Economlc Corridor (EEC)

Llnny

Gulf of
Thailand

Consumer Price Index

Demand on Labor
Total Value of Exports
Total Value of Imports
Nominal GDP

Real GDP

Ho Chi
“Minh City

0.031001
0.177153
0.350214
0.338177
0.190142
0.164418

Scenario 1

* The 5th Mekong River Crossing Bridge Project

j Scenario 1: EEC
i Scenario 2: EEC + The 5" Bridge

0.031395
0.180874
0.354074
0.341928
0.192873
0.166817

Source: ERIA. 2018. Maximization of Economic Benefits and Industrial Development Strategies through the Construction of Hanoi-Vientiane Expressway.

Scenario 2

Scenario 3: EEC + The 5" Bridge + SEZ

0.031677
0.183796
0.354261
0.342383
0.194793
0.168404

Scenario 3
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Spatial Economic Impacts of Thailand’s Investment Plan

Scenario 1: Scenario 2: Scenario 3:
EEC EEC + The 5" Bridge EEC + The 5" Bridge + SEZ

$ $
: ol

GPP percentage change GPP percentage change GPP percentage change
Scenario 1 Seenario 2 Scomario 3
EEC The ih Mekong Riwver Crossing Bridge Project + EEC The 5th Mekong River Crossing Bridge Project + EEC + SEZ

021301 - 045600

- -018100 - 021300 - 018100 - 021300

021301 - 048600 021301 - 045500

045601 - 102000

- 102001 - 180600
- 180601 - 270100

048801 - .102000

- 102001 - . 180600

‘ - 180601 - 270100

Source: ERIA. 2018. Maximization of Economic Benefits and Industrial Development Strategies through the Construction of Hanoi-Vientiane Expressway.

048501 - 102000

- 102001 - 180600
- 180601 - 270100

Ao Moy
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Spatial Economic Impacts from Trade Flow

Trade Flow increased by 10% Trade Flow increased by 20% Trade Flow increased by 30%

2

L]

P
GPE percentage changs GPP percerfags change GPP percentage change

Seenpio 1 [EEG + The 3 Makong Bedge = 58 Semnmin 1 [EEC + The Sh Meeong Bridgs + SEZ) Scenario 3 (EEC + The 5th Mekong Bridge + SEZ)
+ Trudu bow ncymssd by 10% . + Trad Bow incrsssd by 20% + Trade flow incresed by 30%
- 18100 - CETH0 H - G - BN - -018100 - 021300

L2190 - DSBE00 L1301 - C4BE0D 021301 - 048800

048001 - 102000 D4BB1 - 102000 048301 - 102000

B 00 - te0s00
| EEEEE

(N B e Hf Bl oo

39

Source: ERIA. 2018. Maximization of Economic Benefits and Industrial Development Strategies through the Construction of Hanoi-Vientiane Expressway.
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Conceptual Framework of the Smile Curve

Value

Added

Basic and applied
R&D, Design,

Commercialization

Marketing,Advertising and
Brand management,
Specialized logistics,
After-sales services

Manufacturing,
Standardized

R&D services Marketing
Knowledge Knowledge
—
[nputs ) ) ) ) ) Markets
6 Location 1 LLocation 2 Location 3 LLocation 4 Location 5 7

VALUE CHAIN DISAGGREGATION

Source: Ming YE, Bo MENGy and Shang-jin WEIz, August 27, 2015 (refer to Mudambi, 2008). 41



The Fragmentation Theory: Production Blocks and Service Links

Before fragmentation

Large integrated factory

After fragmentation

PB: production blocks
SL: service links

42
Source: Fukunari and Ayako



The Eclectic Paradigm’s Motives for FDI in the FSA/CSA Matrix

Firm-Specific Advantages

LO HI
1 3
gnul}g}” Resource-seeking Asset-seeking
pecinc HI Market-seeking
Advantages

Efficiency-seeking

LO No FDI No FDI

Source: Alan M. Rugman, Reconciling Internalization Theory and the Eclectic Paradigm, 2010.
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Active Users of Online Platforms vs. Country Population

Active users of online platforms vs. country population I Online platforms?

Million Countries?

China 1,372
India 1,314
Alibaba _ 407

Instagram _ 400

United States 321

Twitter B 0

Skype - 300

Amazon - 300

Indonesia 256

Brazil 205

1 4Q15 or latest available.
2 2015 population.

44
Source: McKinsey & Company. 2016. DIGITAL GLOBALIZATION: THE NEW ERA OF GLOBAL FLOWS.



Source: McKinsey & Company. 2016. DIGITAL
GLOBALIZATION: THE NEW ERA OF GLOBAL FLOWS.

Connectedness Score 2014

Connectedness score, 2014

Emerging @ Developed Size of circle represents
$ value of flows in 2014

70
Correlation coefficient (r) = 0.54
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The Global Competitiveness Index (GCI)

GLOBAL COMPETITIVENESS INDEX

Basic requirements Efficiency enhancers Innovation and sophistication
subindex subindex factors subindex

Pillar 1. Institutions Pillar 5. Higher education and Pillar 11. Business sophistication

trainin
Pillar 2. Infrastructure g Pillar 12. Innovation

, , Pillar 6. Goods market efficiency
Pillar 3. Macroeconomic

environment Pillar 7. Labor market efficiency
Pillar 4. Health and primary Pillar 8. Financial market
education development

Pillar 9. Technological readiness

Pillar 10. Market size

Key for Key for Key for
factor-driven efficiency-driven innovation-driven
ECONOMIES economies economies
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Source: World Economic Forum, 2016.



The Global Competitiveness Index

Singapore

Transition

State of Development
2

c
(®)
=
0
C
o
=
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Source: World Economic Forum, 2016.



Trade Cost Diagnostic Approach

GETTING TO THE B AT THE BORDER ‘ N BEHIND THE
BORDER M “1 [~ g BORDER
Export
k =N reatrictions Direct | .77 Tariffs £ E
| Costs | Regulation : o
Trade Logistics Supolving A ., (NTMs) Institutional
Finance i services ' il[:E\y& ¢ L ‘2 Supplying — v structure
- \/ F docs. ls(t;:‘c ) "y a
L v ' Standards Services ;
4 Hard . ot b TRTs, SPS Trad v ]
B Infrastructures | ~OmPEton ¢ tas rade Transparency *
to credit Foreign 5 5 policy Indirect Quotas .J
currency & . Privat - : .
exchange rate s:‘:’:t?}f Lo . Costs _ L' Hu_num:ss
'V participation Pﬂ;cfd]:lml o ’ _3 Inventory Direct barriers: 4 environment
N clays k= holding foreign
Inland . - - Opportunity ownership, MA | ICT,
Seaports, s :
transit aports. airports costs restrictions ~ R&D
Implicit barriers:
Hidden licensing,
Costs N recognition
!
e Ci 10n &
Smuggling & ormptlon
info. trade bribery
< TRANSPORT :>
TRADE CHAIN

N

R

—‘\\//-"_

EXPORTING COUNTRY

S

—\\/,-—"’_

IMPORTING COUNTRY

Source: OECD Trade Policy Paper No. 150, 2013 - TRADE COSTS: WHAT HAVE WE LEARNED? A SYNTHESIS REPORT

Challenges for Smoother Logistics for Regional and Global Connectivity
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Logistics Costs as a Percentage of Sales Turnover

Cost as Percentage of Turnover

. Transport | Warehouse/ Inventory Administration Overall
Main Company
. Cost Depot Cost Investment/ Cost Logistics Cost
Business
Holding Cost
% % % % %

Office equipment 3.20 10.70 0.87 14.77
Health supplies 1.36 9.77 0.66 0.19 11.98
Soft drinks 2.53 2.71 0.44 5.68
Beer (food and drink) 8.16 2.82 0.56 219 13.74
Spirits distribution 0.37 0.27 0.07 0.10 0.81
Cement 25.20 9.10 710 4.60 46.00
Automotive parts 2.07 6.35 1.53 9.96
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Logistics Costs as a Percentage of Sales Turnover (cont.)

Cost as Percentage of Turnover
. Transport | Warehouse/ Inventory Administration Overall
Main Company
. Cost Depot Cost Investment/ Cost Logistics
Business
Holding Cost Cost
(%) (%) (%) (%) (%)
Gas supply (non-bulk) 9.41 2.45 0.02 11.98
Computer
0.45 0.10 0.29 0.05 0.88
maintenance
Computer supply 0.65 0.78 0.09 1.52
Healthcare 0.96 1.08 1.21 3.25
Specialist Chemicals 7.23 1.95 0.20 0.49 9.87
Fashion 0.38 1.31 0.33 2.02
Food packaging 3.14 3.73 0.85 7.72

Source: Benchmark survey of UK companies by Dialog Consultants Ltd
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Logistics Costs Impact Productivity

Firm-level logistics expenditures as % of sales in 2011-2012

® Transport cost

|

Germany 5% 4%

m Other logistics costs
Finland 5% 7%

Estonia 7% 9%

Kazakhstan 7% 13%

0% 9% 10% 13% 20%

Reliability is often more important than freight costs

Logistics costs increase with decreasing logistics performance. Most of this increase
comes from lower reliability and the need to increase inventory (“other costs”).

Sources: Authors, for Germany: TU Berlin, for Brazil: ILOS. for Finland: Turku School of Economics

World Bank LPI, Transport Business Summit 2014, Brussels 51



Trade costs in Developing Countries: Findings —

Agricultural and Manufacturing trade costs* between
Selected Economies and the USA

Camada
Eorea, Fep.
Thailand
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Chma
Japan
Unged Emgdom
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India
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Banghdesh
Russian

Fmq
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Tonga
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Georen
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Canbodi
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Armens
Blutan
Kazkbetan

mME
@ Agn

Azerbagan
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Logistics Costs and Economic Development

33
® Pery
0 Indonesia . Argentina
o Brazl
- ]
_ 25 * Yigtnam
=] ® [olombia
il _ ° * Mexico
= Thailand o Clile
i China
P 5 France
Z ® India ® o Malaysia - Australia
B South Korea b Canada
i United States .
South Africa ® Japan ° o e,
3 Germany Finland Singapore
|
I 0,000 20.000 30.000 40,000 50.000 60.000 70,000

GDP per Capita (in current US dollars)
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Source: World Bank for GDP data. Various sources for logistics costs.



The Six LPI Dimensions Along the Supply Chain Framework

0 Timeliness

'Ease of arranging
Customs O shipments

x 4 é_xg Tracking and Tracing
. E?\ %N Customs

Infrastructure  Customs — —
0 = =y

elwery Alongside Unloaded

QEH Fﬁ to Dock Vessel on Dock

B\ o[ oo

Warehouse
Exporting Country Importing Country
World Bank Logistics Performance Index (LPI)

Point of Orlgln
Seller’s Factory

Services
Quality

Source: World Bank 54



Input and Outcome LPI Indicators

Customs Timeliness
Supply nt
Infra- chain nter-
—} . national
structure ser:wce shipments
delivery
Services Tracking
quality and tracing
Areas Ser_'vice
for delivery
policy performance
regulations outcomes
(inputs) T|m.e, (.:(.)St’
reliability

Source: Connecting to Compete 2014: Trade Logistics in the Global Economy (The Logistics Performance Index and Its Indicators), World bank, 2014. 95
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KEY PARTNERS

Wha are our key partners?

Wha are our key
suppliers?

Which key resources are
we acquiring from our
partners?

Which key activities do
partners perform?

COST STRUCTURE

What are the most important casts inherent to our business madel?

Business Model Canvas

KEY ACTIVITIES
What key activities do our
value propositions require?
Our distributicn channels?
Customer relationships?
Revenue streams?

KEY RESOURCES

What key resources do gur
value propositions require?

Our distribution channels?
Customer relationships?
Revenue streams?

Which key resources are most expensive?
Which key activities are mast expensive?

VALUE PROPOSITIONS

What value do we deliver to the
customer?

Which one of aur customers’
problems are we helping to
solve?

What bundles of products and
services are wa offering to each
segment?

Which customer needs are we
satisfying?

What is the minimum viable
product?

CUSTOMER
RELATIONSHIPS

Howr do we get, keep, and grow
customersy?

Which customer relationships
have we established?

Howr are they integratad with
the rest of our business madel?

How costly are they?

CHANNELS

Through which channels do our
customer segments want ta be
reached?

How do other companies reach
them now?

Which ones work best?

Which ones are most
cost-efficient?

How are we integrating them
with customer routines?

REVENUE STREAMS

For what do they currently pay?
What is the revenue madel?
What are the pricing tactics?

CUSTOMER
SEGMENTS

For whom are we
creating value?

Who are our most
important customers?

What are the customer
archetypes?

For what value are our customers really willing to pay?




Internet of Things (loT)
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loT Applications and Benefits across the Manufacturing Value Chain

B <D @

loT Enablers Intelligent M2M Enterprise Big data
sensors RFID, QR Smart devices interface apps analytics
Value Chain 5/ ) —
R&D @ Sourcing Production @ Outbound logistics @ Marketing & sales
9 00 T ee 90
Benefits Complex automation: Rapid, real-time Tracking: Movement of products. Safety and efficiency.

sensing of unpredictable conditions and
instantaneous responses.

R ]
Connected supply chain: Stakeholders
can understand interdependencies, flow of
materials and manufacturing cycle times.

Source: Designing for Manufacturing’s ‘Internet of Things’ , 2014

Factory visibility: Production line
information provided to decision-makers.

Proactive maintenance

Self-controlled machines.

Product design: Features embedded within
the physical object or kept in the cloud.
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Connected Supply Chain

Processing status

Expected completion
Raw material levels Process start .
Contracts Machine availability Order completion
Transit levels Stocking
Raw material levels I
BOM check -'1!_.

ey

Supplier Raw Material
Network Inventory Out

Material Flow

Information Flow

Source: Designing for Manufacturing’s ‘Internet of Things’ , 2014

Production Phases Shipped Finished Good Transit

|

Stock levels Transit stocks
Expiration time  « Failures
Delays Demand feed
Shipping time i
| =Y Returns

ﬂa'-aé
@m

Stocks Stocks fLEbnas




Comparison of Traditional and Sharing Economy Models

TRADITIONAL ,‘ " { ,‘ Eﬂgﬁgﬁy
BUSINESS
MODEL
ASSET
STRUCTURE m”' ASSET LIGHT
CORE INDUSTRY
COMPETENCE B3Jelale
COMPANY OPERATIONAL "’ CUSTOMER
FOCUS PERFORMANCE EXPERIENCE

vomonc: | R T

Source: DHL Trend Research. 2017. SHARING ECONOMY LOGISTICS Rethinking logistics with access over ownership.
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Trust in Trade

Figure 1 1
Data doesn’tjust follow the goods; it rl I S-t I I I -t r; i e
becomes an audit trail that promotes

collaboration and trust

The modern supply chain is long on data and

short on trust. Historically, mistrust between

organizations, including fear that information

might be passed on to a competitor has stopped
Dynamic organizations from sharing data. In turn, even when

O—  optimization information is shared, it's often not fully trusted.

C O Decisions synchronized
[0  acrossthesupply chain
inrealtime

Extended visibility

Shared and
trusted planning

and logistics data

Collaboration

Blockchains — distributed ledgers that create a
permanent and shared record of every transaction
Open forecasting associated with an asset — create an unbroken
@\ e chain of trust. Each record is time-stamped and
appended to the event before it. Blockchains have
the potential to generate breakthroughsin three
areas: visibility, optimization and demand.

62
Source: IBM Corporation. 2016. or Business Value Trust in trade: Toward stronger supply chains.



Convergence of Technology and Logistics Trends

loT is "SENSING & SENSE MAKING” in the world of logistics

Technology push Need for logistics solutions

*  Mobile computing growing steadily with more mobile e  High need for transparency and integrity control
phones expected in 2020 than people in the world (right products, at the right time, place, quantity,

condition and at the right cost) along the supply chain

*  Due to the consumerization of IT, sensor technology loT in
has become more mature and affordable to be used . . End consumers are asking for detailed shipment tracking
for industry purposes in logistics LDgIStICS to have transparency in real time

e  With the move towards 5G, wireless communication will e  Business customers are asking for integrity control
reach a new level of maturity connecting everything anytime especially for sensitive goods

*  (Cloud computing and big data technologies will enable new *  logistics companies need transparency of networks
data-based services and assets being used for ongoing optimization of

efficiency and network utilization
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Source:DHL Trend Research and Cisco Consulting Services. 2015. Internet of Thing in Logistics.



Realms of Economic Governance: Macro-Organizational Strategy

Ingredients

b

[ %]
_8 | 2\ =
§ § organiza- g S
22 =

B strategy —
a2

2%

-~ O

Qutcomes

innovation

International

Locus of governance

Source: John H. Dunning, The global economy, domestic governance, strategies and transnational corporations: interactions and policy implications
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How Nations Become Wealthy?

- Property Rights
- Scientific Rationalism

- Capital Market

- Communications and Transport

Source: William J. Bernstein, "The Birth of Plenty: How the Prosperity of the Modern World
Was Created", McGraw-Hill, 2004.
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The Law of Dependent Origination

Property Rights: The assurance that a person can keep most of his reward is the
richt thatl cuarantees all other rights.

Scientific Rationalism: The inventive process requires a supportive intellectual
framework- an infrastructure of rational thought with a reliance on empirical
observation that support technologic advance.

Capital Market: The large-scale production of new goods and services requires vast
amounts of money from others.

Communications and Transport: The fast and efficient advertisement and
distribution to buyers hundreds or thousands of miles away.
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How Nations Become Wealthy?

- Property Rights .
- Scientific Rationalism
- Capital Market #= Prosperity ==> Citizen Empowerment ==>Democracy
- Communications
and Transport B

Source: William J. Bernstein, "The Birth of Plenty: How the Prosperity of the Modern World
Was Created”, McGraw-Hill, 2004.
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Why Nations Fail?

1) Each society functions with a set of economic and political rules created
and enforced by the state and the citizens collectively.

2) Economic institutions shape economic incentives: the incentives to
become educated, to save and invest, to innovate and adopt new
technologies, and so on.

3) Political institutions of a nation determine the ability of citizens to control
politicians and influence how they behave.

Source: Why Nations Fail: the Origins of Power, Prosperity and Poverty by Daron Acemoglu
and James A. Robinson, 2012.
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Optimal vs. Zero corruption
Pay off

Pay off

» 9311 Jo Aem ,,
,_\_,_.M_ uondnuiod URYEEMLUR
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N

Honest

(0.8)
(0.8)

Denmark (9.1)

Corruption Perception Index: CPI
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