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ABSTRACT

The main objectives of this research project are to evaluate the performance of logistics
infrastructure, to review the current status of infrastructure development and identify the
problems related with logistics and infrastructure, to analyze the impacts of infrastructure
investment in logistics and transport on firm productivity and overall economy, and to provide
recommendations on how to improve the performance of logistics system in Thailand. Overall,

Thailand has been faced with inefficient logistics system that causes high level of logistics cost.

According to our empirical exercise that focuses on the relationship between firm
productivity and logistics related infrastructure development, there is evidence that
improvement in the performance of logistics infrastructure in such a way that it helps reduce
the cost of transport and logistics should help increase the productivity of Thai firms. In
addition, the firms should also attempt to better manage the cost of warehousing and inventory
and the rate of returned goods. To analyze further, this study evaluates each of the four
national logistics development projects (including the development of motorway networks, the
improvement and development of rail transport system, the reduction in railroad fare charges,
and the increase in the cost of road transport) and their combination to examine the impacts
on firm productivity. The study shows that the reduction in railroad fare charges is the only
development scheme that positively affects the productivity of firms. For the combination of
these four key projects, the undertaking of these projects altogether at the same time is less

likely to help improve the productivity.

At the macro level, our study further analyzes the impact of undertaking the first three
projects mentioned above on Thailand’s overall economy. It happens that the government’s
investment projects do not always contribute to the growth of the economy. Each of the three

mentioned projects shows different impacts on the economy. For instance, the development



of motorway networks in five routes raises the consumer price index and export price index
higher, causing the decline in export volume and also the employment and real GDP. On the
contrary, the railroad fare charge reducing scheme helps reduce the consumer price index as
well as export price index. This results in higher export volume, employment and real GDP.
However, if the government undertakes the three projects at the same time, it is possible that
the projects will affect the overall economy favorably. It is expected that the combination of

the three projects might increase the real GDP by 0.895 percent.

To improve the logistics system in Thailand, there are seven main directions that should
be taken into careful consideration. Firstly, the government should aim to achieve value for
money in any projects it procures building and construction services. And the consideration and
selection process should be conducted with strict standards and procedures. The decision
should not be made without careful consideration on all aspects. Secondly, freight modal shift
from road to rail is a very important potential means to which the government should provide
more serious support. However, to attract or incentivize more use of railroad transport system,
there are still many things to do, such as the expansion of routes, the improvement in cross-
docking to help make deliveries more cost effective and efficient. Thirdly, apart from the
development of physical infrastructure, there should be improvements in the standards of rules
and regulations, the efficiency of management system, the use of more advanced technologies,
and also the capabilities of human resources. Fourthly, the logistics efficiency can be improved
if firms are more closely linked and networked along the supply chain. Fifthly, the public-
private partnership in logistics and transport should be promoted to reduce the development
gap in logistics infrastructure. Nevertheless, contract design should be properly undertaken to
protect interests of all stakeholders and also to ensure that risk allocation is fair and equitable
to all parties. Sixthly, firms should construct their own databases in a proper and useful
manner for the sake of medium- to long-term planning benefits. The data to be collected
should not be limited only to logistics, but should cover various areas such as financing,
production, and the like. Next, the databases on firm performance and productivity, and
logistics performance indicators collected by different government agencies should be
integrated to make the data richer, which will be more valuable in the process of analyzing and

planning. Last but not least, there should be international cooperation and agreement among



the member countries of ASEAN to ensure the interconnectivity, interoperability, and benefit-

sharing of national logistics and transport networks.
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