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SCG Logistics Management Company Limited




TQM Practices of SCG Logistics Management Co., Ltd.

1. Introduction

1.1 Overview of SCG Logistics Management Co., Ltd. (SCG-L)

(1) Introduction to SCG-L

CS: GISTICS

The Siam Cement Group (SCG) is one of Thailand’s largest conglomerates of business operation. Since its
founding, SCG has grown continually and diversified into five core businesses, namely SCG Chemicals,
SCG Paper, SCG Cement, SCG Building Materials, and SCG Distribution.

Prior to economic crisis in 1997,
logistics operation was only a

)

supporting function responsible
for transportation. After SCG [

Chemicals

SCG
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restructuring, SCG-L company
was established in 1999 as a
subsidiary of SCG Distribution,
which was merged with SCG
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SCG Cement-Building Materials
in 2013, as shown in Figure 1-1.
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Figure 1-1: SCG Organization
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Since then, it has been acknowledged among SCG's affiliated companies that our services were no longer
compulsory. The company must improve its performance and compete with other providers by creating the
value in terms of cost and service quality. Although many challenges were faced in such a competitive
environment, SCG-L was able to grow its revenue more than 5 times from 2,300 MB in 2000 to 12,850 MB in

2012.

(2) Business Model

Logistics business model can be classified as 1PL, 2PL, 3PL and 4PL. SCG-L adopts the Third Party
Logistics Provider (3PL) business model, providing one stop services for B2B and B2b customers. It strives
to create value for its customers and carriers. With its asset-right model, most of logistics asset are
outsourced, the company selectively invests and owns strategic asset which are crucial for the business
future growth such as ICT systems and strategic facilities. SCG-L business model is shown in Figure 1-2.

Third Party Logistics Provider (3PL) with “Asset-Right Model”

1
! Asset-Right Model: Own only strategic assets that are hardly to acquire 1

Carriers

Total 370 Carriers
(65 Core carriers)

* Fleet and Facilities
- 6,900 Trucks
- 250 Barges
- 37 Hubs/Warehouses
- 14 Ports

« Drivers and Labors
- 7,500 Drivers
- 1,000 Labors

*Remark

TMS = Transportation Management System

WMS = Warehouse Management System

RDC = Regional Distribution Center

G
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Command Center etc.

«Warehouses in strategic locations :
Export Service Center, RDC*
« Joint Venture Businesses:
JBBT (Barge), Nichirei (Cold Chain)
JV with Mitr Phol in South China
« Skills Development School:

driver development

Owns Strategic Assets

» Technology (ICT & Engineering):
SAP, TMS*, WMS*, GPS, Logistics,

¢ Strategic fleets e.g. Trucks for SCG Hg

or limited resources and create competitive advantage 1

Customers

93 Customers
(9 Business Segments)

* Network Coverage
- 1,600 Origins
- 26,000 Destinations

« Transactions
- 1.5 Million shipments/
year
- 37 Million Tons/year

Figure 1-2: SCG-L Business Model
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1.2 Overview of Logistics Industry

(1) Market Size

In 2012, Thailand’s total value of logistics spending in transportation and warehousing areas was
approximately 30 Billion USD. With the outsourced logistics as percentage of overall logistics expenditure
ranging from 30% - 80%, various sources estimated the market size of Logistics Service Providers (LSPs) in
2012 between 14 Billion — 16 Billion USD with the average growth rate of 13% - 15% per year driven by the
economic growth and increasing trend towards outsourced logistics function.

For SCG-L focused market segment in Cement-Building Materials, Paper, Chemicals, Agriculture, and Food
and Beverage, the total market size was approximately 3.3 Billion USD.

(2) Nature of the Business

The Logistics industry remains highly fragmented with 7,500 players in the market while the 10 largest
providers represent less than 10% of the total market size. The existing service providers in the market could
be classified into 2 groups, which are small local companies and international companies. Historically,
smaller companies were relatively slower at adopting and implementing outsourcing as a strategic solution.

SCG-L Market Share in Focused Businesses SCG-L Revenue Bfeakdown in Focused By ContraSts the international
.ﬁ;ﬁ’,"ﬁfﬁ:ﬁ- prov.iders have penetr.at.ed the
Cansent o -y = Thgﬂgnd marll<et by providing total
) ne & ./ e logistics solution. In 2012, SCG-L

Fa ana . has the highest revenue of 430

* Building Materials 19% e ! L‘igg

Million USD and holds the market

* Chemicals 6% Mill, . ;
, . share of 13% in focused industry.
*F&B and Agriculture 5%
e SCG-L market share and revenue
Total market share 13% i .
in focused businesses can be
Figure 1-3: Logistics Market and SCG-L’s Customers illustrated in Figure 1-3.

1.3 Service Scope

The company provides a variety of logistics services covering transportation, warehousing, and importing
and exporting functions. SCG-L has customers belonging to a variety of business groups, handling products
approximately 30,000 SKUs under the 3 service categories Bulk, Full Truck load, and Consolidate as shown
in Figure 1-4.

With the ability to provide variety of services, SCG-L can meet complexity of customer’s requirements.
Services coverage is mainly in the domestic market (96%), however, SCG-L is currently expanding its
presence into overseas markets including Cambodia, Myanmar, Laos, Vietnham and South China by
leveraging its expertise as well as customer and carrier networks.

_Service Category Handle 30,000 SKUs
[]
1o : - Bag Cement - Import & Roll Paper - Roof & Tiles Steel Plastic Resin - Sugar Drinking - Lubnicant
[ 1 Export - Printing & - Block / @Con - Cracker - Rice water - Battery
: 3 1 ﬁE Contamer Whiting paper - Gypsum Hoard Boltom - Tobacco - Beer - Tire
K] ;e' : : - Container Ceramic — s StArch - Soft drink
138 | = E - Box - Ware & Fitting e @@= - Energy dnnk
= & 7=#" - Stesl MEEE e r l;‘{'j - Milk
: 5 ! a .‘-.'j: Modular Home _— - §a A
14 ML X 4 — B
s ) o— fipo
1
1 1. Bulk Cement = Clinker - Wasla - Gypsum Ore - Com
: x3 : Fly ash Coal Paper Sand - Soy bean

3w |- Lignite = e
: @O |- woodchip ? %ﬁg
I I - 2

1 . :
BNE Yoy =
[}
: , : Ware & Fitting Home Product - Milk Lubricant
I H :J? 1 Consumer Battery
1 E@R 1 T4 product =TI b
R - e
U i Amway =
1 1
| Cement and Building Materials ) Food &
Coal & Container Paper And Sourcing Chemicals Agriculture Beverage Automotive
e e - - e B e e e -
l SCG Customer ]-_ Qutside SCG Customer :

Figure 1-4: Service Scope
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1.4 Distribution Process

Customer - Customer
atorigin [ at destination
= Manufacturer = Dealer
= Supplier Receivecargo [ARAREN | = Sub dealer

= Warehouse ...p»| ® Small business
customer

" = End customer

Deliver cargo

Information Flow
Physical Flow

—3 PHYSICAL FLOW

“:“TRANSPARENCY”

CS: GISTICS

As the distribution process in Figure 1-5,
supply chain consists of physical flow,
information flow and financial flow. The
information flow is very important as it
represents visibility and transparency
along the supply chain. Acting as a third
party logistics provider, relationship flow
is also essential in running business for
SCGL. Our commitment in

FINANCIAL FLOW
RELATIONSHIP FLOW

}» Business

“TRUST”

SCG-L

Tender
Shipment
To carriers

Assign
Trucks/
Drivers

Plan
Load

Receive
Order

Carriers

Load/
Unload

sceT carriers.

Control
& Monitor

Figure 1-5: Conceptual Distribution Flow

1.5 Key Challenges and Difficulties

doing

business is to create trust along the
supply chain which in this case, with

Because there are many stakeholders involved in the supply chain with each representing unique sets of
requirements in terms of delivery, cost, speed, satisfaction, environment and safety, the key challenges and
difficulties in doing business lie upon how to manage and balance all requirements to serve all stakeholders

which could be summarized as follows;

(1) Customer diversity with different, apparent and latent needs, which required a lot of observations in real

workplaces

(2) Difficulties in translating customers’ needs to design logistics service solutions to match with each specific

needs

(3) Operation complexity with service flexibility required such as multi-types of trucks, port, warehouse etc.
(4) A large number of subcontract carriers and drivers with various performance standards
(5) Low visibility due to many work operations outside the SCG-L’s visible area

1.6 Salient Features of Our Business
(1) SCG-L’s Five Core Competencies
together with Carriers’ Capabilities:
With  systematic  working  process,
between SCG-L and carriers network, the
company can provide service excellence
to the customers in terms of Quality, Cost,
and Delivery (QCD).

(2) Asset-Right Model: SCG-L shifted its
investment philosophy from “assets-light”
towards “assets-right” model. Because
most of logistics assets are outsourced,
the company selectively invests and owns
only the strategic assets which are hardly
to acquire or limited resource such as ICT
system, Distribution Center in strategic
locations etc.

| carrier | SCG Logistics

@Sales& Marketing

+ Collaboration through supply chain
+ Customer needs capturing  « Customer Acquisition

Driver
Management

Integrated Logistics Solution Development
« Bac ing, Move - War ing Stock Piling
= Multimadal = Cross Docking, Hub & Spoke
Logistics Process Mgt & Engineering

* Field Services & Logistics Planning & Control
R&Dand Efficiency Improvement

Vehicle
Management

Journey

Management Carrier & Driver & Safety Mgt

« Performance Assessment and Evaluation
« Financial Support, Truck and Equipment sourcing

. tand Ci
@ICT

* System Integration = TMS/ WMS, Paperless
~Track & Trace Menitoring - GPS/RFID

Customer
Service

Quality Assurance, TQM, HR Development

Customer

Quality
On time, Damage loss,
and safety

Cost
Competitive
Transportation Cost

Delivery
‘Volume commitment

Reliability & Long term
Commitment

Figure 1-6: SCG-L’ Five Core Competencies

(3) Work as One Team & Customer Centric Organization: Starting from 2011, SCG-L changed its
organization model to focus more on each customer segment and strengthen cross-functional by introducing
Work As One Team (WAOT). By doing this, SCG-L can collaborate and understand more on customers’
requirements and expectations so as to ensure the best service quality to the customers.
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1.7 The Organization

SCG-L’s organization structure and functions are designed to accommodate customer’s needs and ensure
efficient operation and sustainable achievement of business goals. SCG-L also utilizes human resource and
accounting functions provided by the shared service business unit so as to exploit their core competency on
these particular tasks. The way of work and the span of control also cover our carrier, driver, carrier’s staff,
as well as the customers. The organization chart is as shown in Figure 1-7.

[t o ogin Ao 3
As of September, 2013 ! HEY Loglstl(t;;(;\;lanagement t Shared Services
= /
. Center of Excellence
System Management & SCG Skill Development (9) and Sustainability
Development (18) - Development
MD Office (20)
Business Planning (8) SCG Accounting
Carrier Management
Human Resource (9) and SHE (24) SCG Cement - BM
* Business Planning
* Supply Chain
+SOD
Sales & Operation Division Logistics Excellence Overseas
Marketing Division (56) (380) Center (32) Business (12)
Marketing LPC Solution Cambodia
Design
o North Process Vietnam
aper Improvement
Cement Northeast Myanmar
Chemical Engineering
Trading th .
Cement Sourcing & Sou Indonesia
B2b Central QA )
Trading Coal : entra South China
& Container Agriculture
East Level Laos
Food and
T *Management (M) 46 Persons
Build
l:\;laltr']g Beverage West « Supervisor (S) 275 Persons . Tem.porary Staff 184 Persons
Auto & E&E « Operator (O) 249 Persons Carrier Staff:
Metro Ratio M:S:0=1:6:57 . ?7000007_"?& gigos'?';‘f’efs
"""""" .1, abors, aff s
r 60 Operation units : — -
: nationwide ] : 9,710 carrier’s staff :

Figure 1-7: SCG-L’s Organization

2. SCG-L’s Strategic Direction and TQM Promotion
2.1 Background

Since ASEAN economic crisis in 1997, domestic demand for Cement Domestic Demand —40%
construction materials dropped by 40% (Figure 2-1), as a Million Ton

result, SCG needed to increase sales volume by focusing more 80 1 [ Dnimas % Industry Capacity
on export market. To serve SCG’s direction and, at the same 50 1 —

time, survive in this crisis period, SCG-L swiftly deployed 2 key 40 1 ]

strategies; 20 \

(1) Gain volume by satisfying SCG's requirements: SCG-L 2 IR
focused on serving bulk cement export volume by providing T

appropriate fleets and facilities. T
(2) Reduce logistics cost and sustain committed service &S
performance by utilizing resources to an optimum level: SCG-L
re-evaluated the number of depots, strategically selected
potential carriers, and redesigned its working process.

Not only did these strategies allow SCG-L and its key stakeholders to survive under the crisis, but they also
elevated SCG-L to be one of the core businesses for SCG.

Figure 2-1 : Cement domestic demand

During the year 2000, SCG-L’s objectives and strategies can be classified into two periods
* Before 2008: Strengthen Operation by Process Improvement and Standardization
To grow business with SCG BUs and reduce admin cost on net sales
* 2008 Onwards: Pursue Sustainable Growth
To be a dominant third party logistics provider in focused businesses
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2.2 Before 2008: Strengthen Operation by Process Improvement and Standardization Period
(1) Situation and Business Environment

After the economic crisis, the cement domestic Million Tons/year 290
demand had been recovered in 2001, increasing from 0 22 272

19 Million Tons to 29 Million Tons while the export 25 20

volume remained at high level. The key challenge for 20 2

SCG-L was to effectively build up the logistics capacity 15

X 4.8
in response with this rapid demand change without 10 3 "3 o2 i
significant reinvestment and reduce the logistics cost 116
5 9.7 10.9 .
to ensure the competitive position of SCG product in ,
the market. To cope with this challenge, SCG-L 2001 2002 2003 2004 2005
established the business ObjeCtive to grow with SCG-L'svolume: Export cement N SCG-L's volume: Domestic cement
Cement and Building Materials segment and reduce =~ ~* Cementindusty Demand
administration cost by standardized process and ICT

(Information and  Communication  Technology)
enhancement.

7

Figure 2-2 SCG-L’s Domestic and Export cement volume

(2) Key Strategies
(A) Grow with SCG Cement and Building Materials:
e Set up Service Level Agreements (SLA) to make a clear and mutual agreement on Key Performance
Indicators (KPIs) between SCG-L and customers.
e Collaboratively planned (Sales and Operation Planning — S&OP) and worked with SCG Cement and
Building Materials to ensure that the company clearly had an insight about customers’ requirements.

(B) Expand capacity and Reduce Admin Cost by:
e Expanded capacity of trucks, barges and warehouses to serve demand surge of SCG Cement for both
domestic and export markets.
e Improve operating efficiency by developing new logistics model such as backhaul matching model,
multi-modal transportation and prepared logistics capacity to match with customers’ demands.
¢ Implemented Transportation Management System (TMS) and centralized logistics planning function to
support high growth of business without increasing administration cost on net sales.

(C) Improve Quality by Standardize Process:
¢ Created standard procedures to ensure reliable processes and sustainable performance by applying
proactive monitoring process such as truck tracking and monitoring system.
o Acquired ISO 9001 Certificate
¢ Applied basic TQM concepts e.g., PDCA, 5S, Suggestion and QCC activities

2.3 Pursue Sustainable Growth Period (2008 Onwards)

(1) Situation and Business Environment

Great demand growth has opened up an opportunity for SCG-L to expand its business in SCG Paper and
SCG Chemicals where SCG-L still has low transportation share and opportunity to penetrate new segments
outside SCG. Given the growth of Thai economic, logistics industry has shown the average growth of 13%-
15% per year, driven by Automotive, Retail and Food & Beverage manufacturing segments.

However, competitive environment has become increasingly intense in this period, mainly from International
Logistics Providers with high service standard level. These require SCG-L to pursue its business expansion
and enhance its competitiveness by increasing operational efficiency, and improve service level to meet with
global standard.

Moreover, SCG’s policy of becoming a regional market leader in 2015 and the AEC’s ‘single market’
aspiration would create greater opportunities for logistics business in this region. As a result, SCG-L can
take advantages and gain several benefits from expanding its businesses into the regional market.
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(2) Business Objective

With plenty of growth opportunities in the logistics market, SCG-L need to be focused by selecting the high
value segment that SCG-L can leverage the existing expertise. The company has established business
objective to become the Dominant Third Party Logistics Provider and paid attention in having a strong
position in three major areas which are:

e High market share

e High coverage of logistics network

¢ High level of customer satisfaction

(3) Key Strategies

In order to realize the business objective, SCG-L has developed following strategies;

(A) Domestic Market Expansion

SCG-L aims to expand business in Thailand by acquiring new customers in SCG businesses including
Paper and Chemicals (2008) and moving towards high growth and high profitability outside SCG including
Agriculture and Food and Beverage (2011) (Figure 2-3). To achieve this challenging strategy, SCG-L has 3
sub-strategies as follows;

(A1) Apply market-in to grow with strategic customers

; : High .
and expand services to new businesses and high profeaiin e
Apply collaborative approach to capture new needs and to Modern Trade
acquire new customers focusing on Agriculture, Food & ////
Beverage segment and start to penetrate Cold Chain and Agparel 4 Auto

. . . . T n Agrif F&B Cold Chain
Automotive while maintaining existing customers. g ® ;

. . ERE
(A2) Shift towards new solution and value added %
services = J— T crem
Develop new solutions to improve services in existing chem Tt

Metal Commit to improve
customers and attract new customers. service level
. uilding Faper
(A3) Manage operation for excellence Low | Mt . SCG-L Current Position
Expand network coverage and continually improve truck ol
utilization by using backhaul matching model for Ease of implementation for SCGL
Easy Difficult

strengthening cost competitiveness and acquiring more

growth opportunities. Figure 2-3 SCG-L Growth Path

(B) Overseas Market Development: Coping with ASEAN Economic Community Challenges and
prospects

For overseas market, SCG-L aims to become one of the leading Third Party Logistics Providers in the region
by capturing ASEAN Economic Community (AEC) growth opportunity in ASEAN. By applying our
competencies from Thailand as shown in figure 2-4, SCG-L can establish logistics network in Great Mekong
Sub-Regions countries, enhance operation efficiency by synergizing logistics network, and building up
logistics connectivity among countries in the region.

SCG Go Regional
Policy Deployment 2007

SCG-L Overseas
Business Expansion

4

Apply Competencies
from Thailand

South China (2012)
Start with Sugar Mier Phol
Laos (2012)
Increase cross

e .

Vietnam (2008)
Expand Serdce to sutsics SCG
"";’,‘:‘,“c'cffﬂr]‘ and Increase Cross-border
Export volume

Cambodia (2007) -

Expand Service (o cutside 506 and
Increase Crosi-barder volunie

Indonesia (2012)
Study Cement Logistics Moded

1. Sales and marketing
approach

2. Solution design
3. Process management

4. Carrier, Driver, and
Safety management

5. 1ICT Development

Figure 2-4 SCG-L Overseas Business Expansion
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(C) Infrastructure Strengthening

Apart from the strategies to expand its business to both domestic and overseas markets, SCG-L attempted
to promote sustainability into the business through the Win-Win-Win concept with key stakeholders along the
supply chain.

The Win-Win-Win concept can be described as a situation | e ;
where the Customers, the Community, and the Carriers and SCOL: Prat, Grovh & EBITDA
SCG-L gain benefits from the actions or activities which Carriers: Develop Professional Carrier Management

have been done to improve existing process or operation.
The Win-Win-Win strategy focuses on balancing in three
major areas (Figure 2-5);

¢ Revenue growth and Profit for SCG-L and Carriers

« Service Quality Assurance for Customer [ customers | * Community
| O — P ———-
¢ Safety & Environment for Community Service Quality Assurd Saety Management
QD&Price ™ d Green Logistics

Figure 2-5 Tri-lemma Diagram

Base on the Win-Win-Win concept, the infrastructure strategies have been developed to increase
“TRANSPARENCY” and ensure “TRUST” among different related parties within the supply chain. There are
five major infrastructure strategies as follows;

(C1) Proactive Quality Assurance System

(C2) Professional Carrier Management

(C3) Safety Management and Green logistics
(C4) Strategic ICT Management

(C5) Proactive Human Resources Management

Moreover, to realize its business objectives and effectively execute both challenging and infrastructure
strengthening strategies, three major aspects have been developed:
¢ Promote customer-centric mindset through Work As One Team (WAOT)
¢ Full involvement of employees to ensure company-wide effort through Bottom up Activities called
Community of Practices (CoPs)
¢ Investment in strategic assets

2.4 TQM Promotion

TQM is widely-acknowledged as the best managerial tool for enhancing SCG-L’'s competitiveness in value
creation and also encouraging collaboration for smooth operation among all members in a supply chain. This
competitiveness includes, but not limited to, staff competency development which could lead to effective
work improvement.

(1) TQM Framework
Sustainable Growth through Customer Satisfaction

SCG-L's TQM Framework has been Carrier Satisfaction / Employee Satisfaction /
Social & Environment Responsibility

developed to be aligned with the
company’s operations and business
direction based on “Dr.Kano’s House of
TQM” as shown in figure 2-6. The Key
Features of SCG-L's TQM Framework
are :

e Market In - Fact & Data
Partnership with customer &Carriers A
Cross-functional Policy Management i)
Proactive Daily Management
Employee Initiatives Activities (CoPs)

Vision & Strategy

Principles Techniques Vehicles

+ Cross-functional Policy
Management through WAOT
and Carriers

+ Pro active Daily Management

+ Employee Initiative

Activities (CoPs)

*TQM Education and training

= Market In

= Partnership with
customer and

carriers

- PD % SDCA

+ Problem Solving
« Task Achieving
+7QC Tools
+QFD

«FMEA

+ Statistical tools

Logistics / Supply Chain Competency

Logistics Technology Development ( Logistics Engineering , ICT System)
Figure 2-6 SCG-L’s House of TQM

— 181 —



(2) TQM Implementation

Table 2-1 TQM Implementation History

Before 2008
Enhance Process improvement and

Erand ardization for strengthening
operation

2008 Onwards
Strengthen Pollcy Management and Daily
Management for
Pursuing Susiainable Growih

Business Direction

Serve SCG Cement and Building
materials and started to expand into
Paper and Chemical business

Expand SCG-L's growth into new businesses
outside SCG and overseas markets

Organization Product Centric Customer Centric_: Apply Market In
Transformation Manage by Product Segmentation Manage by Customer Segmentation
(Bulk , Full Truck Load , Consolidated) | (Matrix organization by Work As One Team)
TOM Aims Built up TQM Base TQM for Business : Apply Partnership
Use TQM to standardize work Use TQM to support business direction by
processes and increase efficiency Supply chain collaboration with Win-Win-Win
concept
TAM Activities - Policy Management by function - Adding Cross-functional Policy

-Implement IS0 to standardized
operation working process and
Eslablish SLA and KPls

-Implement 55 , Suggestion and QCC
Activities

Management through WAOT & Carriers

-Pro Active Daily Management by
monitoring In-Process Control (KPIs) and

develop ICT system for operation visibility
- Implement Community of Practices (CoPs)

and Innovation Awards

(3) Key Improvements on TQM Promotion

(A) Improving Cross-functional Policy Deployment

G
LE)GISTICS

The History of SCG-L’s TQM
Implementation to support
Business Direction can be
summarized and shown in
Table 2-1

The difficulty of Policy Management at SCG-L is to achieve the challenging target of revenue growth from
both existing customers and new businesses expansion under diversity of customer needs, shortage of truck

supply and drivers, and increasing uncertain environment.

Starting from

developing the right strategic

direction and strategies, effective implementation through collaboration among related functions including
carriers with the quick PDCA cycle has become more and more crucial.

Based on SCG-L's Customer Centric Organization which has been managed in The Matrix Organization
called “Work As One Team, WAOT”, manager and staff from each function are assigned to be members of

each WAOT. The team members have worked

together covering the

PDCA process starting from

formulating an action plan to performing corrective actions. (Figure 2-7: Policy Management Mechanism)

SCG Logistics ‘s Policy Management Improvement

MD and Management Committee Function Work as one teams Carriers
Division / Department / (Customers BUs: Cross
Section Level function)
P - : - - 3
. Market info. Vision & Mission
Opportunity ¥
Analysis ;
- Analyze Analysis for Plan
Impact from ) ‘l,
uncertainty [ Setup the
swor Objective &
. P " lated MTP
Analysls , ¥ : Cross functional Policy Management
and Carrier Set MD Policy and by Deploy & Linkage ATP policies
Needs Annual Plan Through “WAOT” and “Carriers”
7 : v ]
- Functional Plan WAOT Plan (By BUs) Carrier Plan
::PA Analysis . = P 1 1 1| (individual Plan)
ompany o |l | Bales .*ounm .+ support |- o )
-Department (Catch Ball ) L —JE e | C5M 4= Carriers
- Section [ Sectah Flan CCochBaily  (CochBail) =L __
- WaoT : - | etl— J <.F_*]"-lu
v v
D Implementation Implementation
1 |
c v _ Vo1 wl«
i Monthly Check : Monthly Check : Monthly Check :
- | Division | Department WAOT Meeting Carrier Monthly
SCG Logistics . " -
Management Meeting I [ Ssction Mesting Meeting
s - N
Half Year MD and Carriers Guarterly
Presidential Diagnosis Mooting
Half Year PPA & Rwiawwmﬂviud MAction Plan
Follow up
— Yearly PPA

Figure 2-7 Policy Management Mechanism
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How to structure each function in WAOT to collaboratively work ?

Sales (" Logistics |

and | Excellence sD — Clﬂ:.r';m
Markting | Conter |
Customer [ ] _B

Group A L

e [
" e OO O
—_J
A

For Expected Results

- % Achievement of
Action Plan

- % Success of
collaboration

projects
- Increase % CS
- Decrease % C&C

il

Customer
Group D

Ll

) + Partnership
Functional * Revenue - Truck + Newsolution + ICT solution cartior
LTy . TS Supply + success + success + Carrier

i . Ccs ) + SLA!KPIs projects projects performance

Figure 2-8 Work As One Team Organization

The Challenges in deployment of the action plan and management through Work As One Team are:
1) Alignment between the strategic objective and functional objective
2) Manage each function in WAOT to work smoothly together under the same goal
3) Motivate and facilitate all members in WAOT to work with full involvement & responsibilities (Work as
One Team Organization as shown in Figure 2-8)

Besides deploying policy through Work As One Team, SCG-L has deployed the policy to its key carriers to
develop “Carrier’s Individual Plan” with support from Carrier Management function. After formulating and
implementing the plan, the carriers have to closely monitor and evaluated their performance on monthly and
quarterly basis. After a period of deploying the action plan and PDCA cycle through Work As One Team and
Key Carriers, we have found that, in some cases, it was difficult to convince carriers to cooperate and follow
the plan as we desired, especially, when requesting them to invest more in acquiring new trucks.

(B) Encouraging employee involvement to ensure company-wide effort

SCG-L not only established “Work As One Team”, which is cross functional team to collaborate and
understand more on customers’ requirements and expectations, but also encouraged employees to exercise
initiatives in improving their jobs via the Community of Practices (CoPs).

CoPs allow employees sharing their common interests or problems faced whether working in the same or
different area to do activities and share knowledge to solve the problem base one TQM approach. In addition,
interesting issues or best practices from CoPs groups would be chosen to apply for the Innovation Awards at
the company level, then SCG Distribution level and ultimately at the SCG Corporate level. Now SCG-L
begins to expand the initiative activities to carriers by sharing the best practices among its carriers.

3. Strategic Execution to become Dominant Third Party Logistics Provider

3.1 Domestic Market Expansion
(1) Introduction

To become a dominant third party logistics provider under the circumstances of highly competitive logistics
market, SCG-L stems its strategy to accelerate growth in domestic market. In particular, in order to
successfully penetrate into new business segments as well as gain market share with existing and new
strategic customers, understanding a variety and in-depth of customers’ needs throughout the customer
supply chain is crucial for the company’s success. This strategy can be deployed by applying the market-in
conceptual model together with supply chain collaboration among related parties. To impressively fulffill
diversified and complicated needs of customers, several logistics processes have been integrated including
new logistics solutions developed to create new high value added services.
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Moreover, managing operation for excellence is

. . Domestic Market Expansion
also considered an important strategy to ensure

SCG-L’s high level of competitiveness and service Apply market-in Shift towards new

. . . . to grow with strategic .
quality under dynamic business environment, customers and expand solutions and value
uncertainty and complicated operation. services to new businesses added services
Three strategies are formulated to leverage ‘-‘ ‘-‘
company’s capabilities to successfully expand / Manage Operation for Excellence \
SCG-L's business in the domestic market as Figure 3.1-1 : Domestic Market Expansion Framework

illustrated in figure 3.1-1.

(2) Apply market-in to grow with strategic customers and expand services to new businesses
(A) Background

According to the 2007 MTP to double company’s revenues within 5 years, the management decided to apply

TQM in order to understand more insights into customers and gain their targeted sales volume. We started
acquiring new customers in new businesses since 2003 but been lack of understanding in these businesses.

SCG-L collaborated with SCG Cement, our key customer, to expand logistics service to their bagged-cement
customers, focusing on Northeastern (N/E). To gain competitive cost and support business expansion
direction, we acquired agricultural products as backhauling products.

Revenue and %TS of "M"

Customer-M was the first customer acquired in this project. As a o 2 Good R
result, SCG-L could help SCG Cement to increase its market share 80 — [ o

to satisfactory level in 2010 while SCG-L’s transportation share &0
could increase to nearly 100%. However, it was evidenced in jg T TR
Figure 3.1-2 that improving cost efficient solely cannot help SCG-L o 1IN N BN BN |
maintain transportation share at Customer-M. In other words, 2007 2008 2009 2010

efforts are still required in different aspects to recover such Revenue — — 3%TS(Plan) %TS (Actual)
: Figure3.1-2 : SCG-L revenue and performance
transportation share. at customer-M in 2007-2010

(B) Focused Activities

Table 3.1-1: Focused activities since 2011

Problems/Concerns Focused Activity

- Single “Service Standard” offering with cost efficiency could not 1. Restructure Strategic Customer
help SCG-L maintain transportation share in Agriculture business | Development system to build “Win-Win”
- Selling process: Product-out approach relationship with strategic customers
. Existing process could not capture customers’ needs and insights | 2- Trgnsform organization to be customer
to serve their business strategy and growth centric

(C) Application Case: Regain and grow with Customer-M by Improving Strategic Customer
Development System

(C1) Step 1 - 2: Understanding the Policies of the seniors and Set Up the Task

SCG-L had served only Customer-M export transportation; we not only could not gain more, but also lost our
share (Figure 3.1-3). Offering “Business Service Standard” to meet basic SLAs could not answer business-
specific requirements of the customer. Customer-M expressed unsatisfaction on unreliable truck supply.
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Since Customer-M efficiently fit with SCG-L,
the “sweet” project, was launched in H2-
2010. To serve fluctuating export demand,
the quick-win solution was to increase truck
supply by 30%. SCG-L regained
transportation share in H1-2011. However, it
was a hardship success. SCG-L remained
unable to serve demand at peak period
(Figure 3.1-3). Carriers’ actual trucks
utilization was lower than planned (Figure
3.1-4) and the evaluation given by
Customer-M was shown unsatisfied.
Problems were not only about truck supply
but also others such as billing on-time as
well.

Figure 3.1-3 : Customer-M and SCG-L
performance of export from N/E plants

G
LE)GISTICS

Performance of Sugar Export Truck waiting at a "M" plant

)

Tonsfrom N/E ;:xlanljs, H1-2011 %Ts #Trucks in March, 2011
150,000 lal 50% 30
100,000 W\ 20
E 25%
50,000 Pl A 10 ‘l
0 0% 0 I ||I I|"I|I.
cC QO =, = > <
8 9:3:g 83 1 4 7 1013 16 19 22 25 28 31
——5CG-L Actudl *""—e=—"M" Actual Truck waiting at destination
—=%TS Actual B Truck waiting at plant

Figure 3.1-4 : Number of trucks
waiting at plant and export

in H1-2011 warehouse in March, 2011

H1-2011 results reflected that one-sided, transportation-focused improvement could not create sustainable,
Win-Win success. The systematic change, especially customer need identification and collaboration, was

required.

Task: Restructuring Customer Need Identification process and applying supply chain approach to create

Win-Win-Win logistics flexibility

(C2) Step 3: Explore and Implement the Supply Chain Approach

Table 3.1-1 : Task to be realized, Countermeasure, and Key
Tasks to be realized

1.Convince customers
for collaboration and

information sharing -Information confidentiality

needed to be involved

Difficulties / Concerns

- Customer-M is unconfident if SCG-L
will continuously focus on them

-Many relevant key people/functions

beyond-transportation-scope findings
Countermeasures

Top executive and executive meeting to get top-
down direction and get key stakeholders
involvement

2.Build SCG-L
capability to be more

customer centric Customer-M and SCG-L

-Not-well customer understanding
-Internal misalignment / conflict in both

-Improve Customer Analysis process

-Reorganization for better customer focus and
alignment within SCG-L

3.Increase logistics -Limited scope of focus (tra

nsportation -Expand the scope to total Customer-M supply

flexibility only) chain
-High demand inaccuracy -Improve truck efficiency by Proactively monitor
-Trucks should not be stuck more than truck waiting time and closely communicate to the
6 hours at any node in the backhauling | customers at every node
loop (Bagged cement — Bagged sugar) | -Provide export warehouse to increase capacity
Customer Need ldentification | 0 e

Information flo

i -Executive ~

: o] a

evel Sweet project

Performance review [
Claim & Compliant

10-step Customer
Profile analysis

Customer Satisfaction analysis

Need Segmentation analysis

{ -Operation level
: (i.e. Sales, Operation)

Reconfirmfindings

Improvement plan :
| P P with customer

kick-off

Supply Chain workshop [
to create same understanding across the chain
Executive Meeting (start) :
for operational alignment

Top Executive Meeting
for strategic (growth) alignmen

.Logistics Need

Segmentation
10-step Customer Profile analysis

for better customer and supply chain understanding

Collaberation project
¥

Sweet]

project: Customer meeting and relationship activity by Sales and Marketing

b

Infarm Executive

Operation reorganization: align with

Plant visit by F5
et focused customers

{Top) Executive meeting
¥
Strategic collaborationdirection

Redesign documentreturn '
process for billing on-time

Re-model: Export warehouse service
| s flexibility

| Increase truck supply

¥
Supply chain activity

I g
I |
I |
I |
I M
I —

Scope [ Traksportation improvement )
ReviewSLA with customer _ |— | H2-2010 H lw H2-2011 H1-2012 H2-2012

Figure 3.1-5: The change in Customer Need Identification process and Development of Supply Chain approach with “M” customer
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Based on implementation of the supply chain approach including closely working with Solution Design and
Operation through WAOT, customer’s specific needs beyond transportation scope including latent needs
were explored, leading to several proactive improvement activities in the company (Figure 3.1-5). As a result,
intimated relationship and positive collaboration of both sides has been increased (Figure 3.1-5).

(C3) Step 4: Confirm the effects SCG-L Performance: Bagged Sugar from
1) Benefits to Customer-M: Tons N/E Plants  %TS
1-1) Improve customer satisfaction indicated from the 200,000 _ ———— 60% Plan Tons
increase in % of top-3 rating from 2010 to 2012, while / 20%
maintaining  100% satisfaction (% of top-5) for three .. .. Actual
’ Tons

years straight 20% —ee %TS

1-2) Improve SLA KPI achievement of N/E plants from (Plan)
2011 to 2012 on billing On-time and truck supply of 0 0% —o—%TS
bagged sugar 2011 2012 2013 (Actual)

1-3) More logistics flexibility helps Customer-M reduce  Figure 3.1-6 : SCG-L transportation share of Customer-M
sales opportunity loss by better achieving their export from N/E plants in 2011-2013

quotain 2012

2) Benefits to Carriers: Trucks utlization is improved from less truck waiting problem, leading to higher
revenue.

3) Benefits to SCG-L: Beside the increase in revenue, efficiency of SCG-L’s network has also been improved
reflected by the increase in %backhaul matching in Northeastern region.

(C4) Step 5 - 6: Transfer to daily operation and Future Plans

More trust from Customer-M toward SCG-L, reflected by more collaboration projects both in Thailand and
South China. Further, SCG-L becomes co-brand partner with and logistics consultation of a new business of
Customer-M.

(3) Shift towards new solutions and value added services
(A) Evolution of New Solution Development

(A1) Before 2008: Strengthen Operation

Several logistics models were launched to meet customer SLAs and demand and escalate operational
efficiency to reduce logistics cost. However, as the competition became more intense, separated logistics
services (transportation and warehousing) were inadequate to maintain existing customers and penetrate
new customers.

(A2) 2008 onwards: Pursue Sustainable Growth

- 1 L3
SCG.IT focuses more on creating and Loglstics Mode! Development
providing value to customers by + Backhauling, C- Move » Warehousing, Stock Piling

. . o . vy « Multimadal + Cross Docking, Hub & Spoke =

integrating logistics models and services 5 e 2 o
. . ()] Logistics Process Management ‘G

as well as speeding up the solution g + Supply Chain Collaboration: Value Creation =

* Logistics Planning & Control

development prOCGSS SO that the 3 +» R&D (ie. Engineering Tools) and Efficiency Improvement UO‘}

company can create value added and c -Carrie]th{ahﬂggf?{em e v

. . : Training & Knowledge Sharing .

increase customer responsiveness. 8 + Safety, Environment and Community Management ‘E

1% + Quality Assurance B0
. . . { =5

This would differentiate company’s value 3 ICT Development S

proposition and elevate its ; ?ﬁ;ﬁ%;&s@'ﬂless

competitiveness over other logistics - Track & Trace Monitoring — GPS/RFID

providers. The logistics solution consists
of three key elements: logistics models,
logistics processes, and ICT as illustrated
in Figure 3.1-7

Figure 3.1-7 : Logistics Solution framework
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(B) Implementation History of New Solution Development

As shown in figure 3.1-8, new logistics solutions were implemented since 2000. After 2008, Number of New
solution has been increased for responsiveness while our margin from new solution increased gradually.
From 2000-2007 average margin on commodity segment was about 9.7% whereas after 2008, it was double
to 18%.

Implementation history: from new solutions to operation

2000 2003 2006 2008 2009 2012 2013 )
! [ Finished Car Dalivery
1
After 2008, number of new
solutions have been increased bl e
fal reSponsiveness
T I RDC (Regional Distributisn Center)
- 20002007 focused on commodiies [ stackingipallet { Paint, Lubvicamt, Spare part) |
sagment by average margin at 8.7% — =
5 rinting delivery [ POD
- 2008 onward focuses on high vabue [ ]
sagment by averaga margin al 18% N aaliition Mo Bagged ¢&mant [BH, WH, Pri.aling, sdaplas)

T Multi-driver service for Chemicals

%0 (Impert Export Service
Center)

Fractice (GMP }
Warehouse

Good Masnfac turing ‘

Hultimsdal { FTL & Candal}

| ol stechpile
| Conti manws | Crmeve)
—— i
Bacichauing Trcr d 8 4 b ag K hial oppebuni Gk by
. Muti-purpese track (FCOB)
-
- Crens berdor (Coamant) !
Fiuleinsedal (Ewalk } : | | Efficiency || Responsiveness | |
Wubr ard Spole |
Window Dalivary |

Figure 3.1-8 : Logistics Solution framework
(4) Manage Operation for Excellence

(A) Background

The definition of “Operation Excellence” is to continuously improve operational processes in terms of quality,
cost and service delivery (Q, C, D) focusing on customers as a top priority. Due to continually rapid growth of
SCG-L after economic crisis, extremely diversified and complicated logistics operations emerged; the
company currently handled huge demand fluctuation, while remains cost competitiveness with high safety
and environmental standard. In terms of internal complexity, the company has managed variety of truck (36
types), rail, barge fleets, together with 37 warehouses and 9 port operation nationwide. In addition, carriers’
complexity with 370 carriers and 6,900 drivers nationwide has challenged the company to maximize or
optimize asset utilization as well.

(B) Evolution of Manage Operation for Excellence

(B1) Before 2008: Strengthen Operation

The objective was to create trust and reliable services aligned with SCG Cement and Building Materials’
requirements in terms of increasing their market share. Thus, SCG-L tasks were to focus on network
coverage expansion, including variety of logistics model to serve including backhauling, cross-docking, C-
Move and multimodal transportation for cost efficiency.

(B2) 2008 Onwards: Pursue Sustainable Growth

The company has faced more diverse customer segments at this period. They have higher level of
requirements for superior quality with competitive cost, while truck supply was shortage. As a result, the
company has focused on increasing efficiency through new solutions, building up locked-in networks and
leveraging capacity to serve both existing customers’ needs and new business requirements.

Furthermore, the company has integrated and locked in customers through ICT integration towards order
management, monitoring, reporting, and claim & complaint system to achieve high customer’s
responsiveness.
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Moreover, the company has applied Logistics Engineering to develop various materials handling equipment,
focusing on each customer’s higher level of customized requirements with efficiency. The example included
Pre-sling for Cement, Stacking Pallet for Consolidated Cargo, and Tailgate for Lubricant to support faster
loading and unloading operation. The company has also modified certain truck fleet to serve according to

customized needs of customers.

(C) Application Case: Sustained Backhaul Matching Management in Northeastern Region

(C1) Step 1 & 2: Understand the policies of seniors and Set up Tasks: SCG Cement had requirement to
increase Cement Market Share in N/E with competitive cost, while SCG-L required high business growth with
efficiency through backhaul. Thus, the mutual requirement was to improve and sustain % Backhaul. At that
time N/E region was divided into five zones. Based on past performance, it was found that zone 2 and 3
would be focused areas to improve from the lowest % Backhaul at 24% and 25% respectively.

Reasons for Inability to do Matching

Trips 100% B . .
o0y T T T (asotan-ec 2910) 91% 100% (C2) Step 3: Investigate current situation:
40,000 | 7ex - so% There are two major reasons for inability to do
51% . .

000 25,703 I - 60% backhaul, these are 1) truck mismatched during
2°'°°°|' 2eoo | - % backhaul and 2) scheduling problem upon
10,000 . L 20% . . .

. 2 backhaul period requirement. (Figure 3.1-9)

or - i - - 0%
Truck Scheduling Require certain No cargo to
Mismatched Problem I deadhead match
______ =2 distance

Figure 3.1-9: Reasons for inability to do Matching 2010

(C3) Step 4: Explore and Implement Countermeasure (Figure 3.1-10)

1) Truck Mismatched Solutions

2) Scheduling Problem Solutions

1.1) Use demand of “Backhaul” customers as a
base to set up truck supply planning (both types

of supply)

2.1) Utilize Hub in N/E to smoothen regular headhaul and facilitate
full trailer to unload Cement in Pre-sling in fast/efficient manner via
Crane

: 14

p e End customer

e Full trailer — s L Full trailer ... (Headhaul)

- _—
(:Zhnijlrs:?;t:g Flat Bed ‘obamr Backhaul Plants (Seadhaj:!?;ts Hub

y (Agriculture) ement/Building cement in Pre-sling Unloading ] \.

M. I 44— .

aterials Materials) at Hub (Full Trailer) ih
1.2) Prepare fast and efficient cleaning | 2.2) Utilize Export Service Center (ESC) for cross docking model

headhaul

to

operation after prevent

contamination

L

End customer
(Headhaul)

— O
Cleaning Operation of
truck after cement delivery

to stock backhaul cargo in short time before export to alleviate
congestion at port, results in enabling truck to turn back for next
headhaul schedule on time

Rackhaul Plants

ESC (Cross Docking Model)

Figure3.1-1: Operation mechanism of backhaul (Matching) management: Northeastern region

(C4) Step 5: Confirm the Effects: The company can achieve Win-Win-Win Approach with Customer (Cost

Saving), Carrier (Higher Revenue from better
Revenue in N/E) (Figure 3.1-10)

round trip) and SCG-L (%Backhaul improvement and Sales

(C5) Step 6-7: Transfer to Daily Operation and Future Plan

The Company has expanded these methods as groundwork to ensure smooth backhauling operation into
other zones/provinces of N/E in 2013, and separate from 5 zones to 7 zones to minimize deadhead
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Carrier Win: Increase Revenue

*Gﬂﬂﬂ

2010 2011

i Plan

2002
m Actual

*Gum:l

Trips 5CG-L Win: % Backhaul Improvement  Fevens SCG-L Win: Sales Revenue (Morth East)
2010-2012 (nailfan THE] Increased 2010-2012
60,000 2000 La03
o L 1423
[ ! | 1,500 . i
oo o . vz - i
3 [ I i59% i . ! !
30,000 | 1 | | o
Lodsox | ! ek ! :
20000 : : ! : : :
10,000 : : : 500 : : :
! ! ! | i |
2010 2011 2012 2010 2011 212
IZ Plan B Achual

2 Headhaul (Trip) w Backha ul {Trip)

Figure 3.1-10: The effects of SCG-L’s Operation towards customers, carriers and SCG-L (Win-Win-Win)

(5) Overall Effects of Domestic Market Expan
(A) Revenue from strategic customers:

Domestic Sales Revenue: Contribution from Strategic

CAGR 2010-2013
Plan 17% t Good

%Revenue

Revenue (MB) from Strategic

18,000 Estimate 17% 100%
B Revenue from

15,000 s 80% Others
12,000 [ Revenue from
9,000 60% Strategic

. 40% = %Revenue
6,000 from Strategic
3,000 20%

[ e S S T - 0%

2010 2011 2012 2013P 2013E

Figure 3.1-11 : Revenue from Strategic Customers

(C) Customer satisfaction: Maintain customer

sion
(B) Revenue from new focused businesses:

Revenue (MB) CAGR 2010-2013

' Good M Automotive - Actual

2,500 Plan 32%
2,000 - Fstimate 25% 71 Automotive - Plan
~= .
1,500 - E—-! . Food & Beverage - Actual
i1 1 .
1,000 - |L'! -, i 17" [IFood & Beverage - Plan
500 11 Lo P Lo
- o i b H Agriculture - Actual
O 7' : T \Il :\ T \: :\ T \l :\ 1
! Agricult -Pl
2000 2011 2012 2013 - erieuiture-Fan

Figure 3.1-12 : Revenue from new focused business

satisfaction at 95% satisfied and customer delight at 63%

(D) Number and Value of New Solutions: Continually, new solutions have been developed and the service

scope has been expanded. As a result, the nu

mber and value of new solutions have been increased and

playing more important role in company’s revenue.

Na. of New Solutions (Cummulative)
40

30
20

10

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

ma-Supply Chain W 3-Logistics B 2-Warehous W 1-Transport

Figure 3.1-13 : Numbers of new solutions

Lt b N Xl

[ T

ol X &l

S L, Tt R

X 3
T 2 e i

Figure 3.1-14 : New solution value 2001-2012
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(E) DM: Daily Operation Management (F) PM: Efficiency Improvement by Backhaul
The company can smoothen daily operation and Matching
achieve % SLAs (95% on-time delivery) despites =~ The company can leverage capacity to serve

high fluctuation incremental business from backhaul (Northeast & North
areas)
Daily Management - Ability to achieve SLA for Bulk Network Expansion by Managing Backhaul Cargo
'000 Tons Cement (On time) 2010-2012 % On-time '000 Tons (North and North East) %, Backhaul
650 50% £:008 se 5% 56% 02 80%
550 80% 5,000 ., 31% 38% 60%
450 ceeciT ’ 70% 4000 | 17% 22% 40%
350 . ‘ 60% 2, I I I 20%
250 50% 1'88§ wu u i A 0%
CE >S5S 22c 5 >592ck5 >392
s s § =835 s § =835 s ‘2" =83 2005 2006 2007 2008 2009 2010 2011 2012
dhaul(tons) Backhaul(tons)
eeeeee Plan(Ton) e Actual (Ton) [ Hea 2 o
Actual SLA (On time) % = == == Target %BH e Actual %BH
Figure 3.1-15 : Daily Management achievement (Bulk Cement) Figure 3.1-16 : Policy Management achievement
(Matching network)

(6) Future Plans
e Apply Strategic Customer Development process to grow with strategic customers in focused
businesses: Food and Beverage, Automotive, and Cold Chain business
e Summarize learning and business practices in each major product to apply with other customers
e Develop systematic evaluation of customer value creation from solution development
e Enhance capability for integrated solution design and development through
- Developing Staff’s logistics competency
- Integrating ICT and engineering tools to extend logistics service options
e Strengthen logistics operation for retail business aligned with following strategic businesses:-
- Bagged Cement / Mortar, Food & Beverage, Automotive and Cold Chain businesses
- Transport OK & Delivery towards “Windows” basis

3.2 Overseas Market Development

(1) Background

In response to “Go Regional” policy and huge opportunity from AEC, SCG-L set a mission to become one of
the leading Third Party Logistics Providers in the Region after AEC establishment in 2015. We will expand
our presence in The Greater Mekong Sub-region countries (GMS) and Indonesia by leveraging our expertise
as well as customer and carrier network, creating intra-regional network connectivity to achieve the
company’s goals. We align with the expansion and investment of SCG and to capture opportunities from
“Emerging Economics Corridors” and “Border Prosperity”.

For SCG-L, we have new challenges of expanding our logistics service in Overseas Market which have
logistics infrastructures and uncompetitive logistics cost. To overcome these challenges, transferring know-
how from Thailand to local operation, managing risk, building up a strong carrier network and building trust to
customers were the key success factors.

(2) Evolution of Overseas Market Development

(A) Before 2008: Period of Operation Strengthening by Process Improvement and Standardization
SCG-L firstly explored and built logistics capacity to support inbound and outbound logistics operations of
Kampot Cement (KCC) in Cambodia and Vina Kraft (VKPC) in Vietnam by collaborating with the customers
to develop and transfer our knowledge to create a specific platform called “Logistics Development Platform
for Regional Market”.
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(B) 2008 Onwards: Pursue sustainable growth

Cambodia and Vietnam are in the Synergize stage of
logistics platform, which divided into 3 steps. We managed to
synergize our logistics network by increasing backhauling
and acquiring new outside-SCG customers; hence, network
utilization can be improved. We developed Intra-regional
logistics business and expanded coastal logistics to enhance
connectivity in AEC.

In particular, collaboratively applying the Win-Win-Win
concepts also creates value added to all related parties
(customers — carriers-SCG Logistics) in the whole chain.
Simultaneously, we succeeded to transfer our logistics
platform to other countries including Indonesia, Myanmar,
Laos and South China as shown in the development stage of
each base country.

(3) Overall Effects of Overseas Market Development

CEQ GISTICS

Cempany
4 value

@cﬂmmm

é South China O Vietnam

O .

U Myanmar
Q Indenesia

g

Initial
Stage

Execute Expansion
Stage Stage

Standardize Stage

Synergize

Figure 3.2-1: Stage of Logistics Development Platform for
regional market as of Y2012

(A) Operation Base effect (Figure 3.2-2 & 3.2-3): All dimensions of customer satisfaction in Cambodia
market are better than competitors and the percentage of backhauling increased from 10% (2010) to 33%
(2012). The revenue from both SCG and Outside-SCG customers were increased.

Preparation
Pariod

Service Quaility,
& Reliability

Compatitive
Frice
—+—Result 2011
=8-Result 2012
Competitor

Figure 3.2- 2: Customer Satisfaction Survey
Results in Cambodia Y2012

(B) GMS countries and Indonesia Project Status

Table 3.2-1: Completion of each project milestones

) % Backhaul & %TS Bulk cement; Cambodia

100% 5 57 )
- ¢ o & +

b0% Good

0% 3% 0%
2%

0%

Year
2008 P 010 011 e W13k
==#=+Plan %BH == Actual %BH
Plan %T5 Bulk cement O Actual %75 Bulk cement

Figure 3.2- 3: %Backhual and % TS Bulk
cement in Cambodia

(C) Intra-regional effect

Tranportation Volume from

Intra-regional

Country Key Activities 140000 120,000
Lao 1. Completion of company registration 120000 ‘ Good
D. Start operation in Mar'13 (1st shipment): Cross border transportation Thai-Lao ’:m 80000
Myanmar 1. Completion of logistics solution and data submission for feasibility study 60000 i
2. Survey water way transportation route 40000 - 30500 5
§——— 1
B. Set up barge company 20000 i - :
. : = : — — ° H 2
Indonesia (1. Completion of |03}S[ICS solution and data submission for feasibility study 2012 2013E vear
2. Cement plant project approved aPlan = Actual
B. Railway mode pre-feasibility study
SouthChina [1. Bagged sugar transportation 350,000 Ton (Nov 2012 - April 2013) Figure 3.2- 4: Transportation Volume
2. Molasses transportation 21,720 Ton (Nov 2012 - April 2013) from Intra- regional

(4) Future Plans

¢ Improve operational efficiency and provide high value added services with competitive advantage
e Expanding logistics services to Outside-SCG customers, especially in agriculture business
e Strengthen Intra-regional network by creating logistics connectivity
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3.3 Proactive Quality Assurance

(1) Quality definition

As a company in the service sector, SCG-L defines “Service Quality” aligned with customers’ expectation
and perception in terms of Service reliability and Customer responsiveness. According to service reliability,
we must deliver a consistent service based on customers’ requirements which basically consist of On-time
delivery, Zero damage or loss, and On-time customer document return.

In today’s logistics business, it is important to re-act to customers’ diverse requirements promptly. This ability
can be referred to as “Customer Responsiveness”, e.g. an ability to serve fluctuating demand of customers.

(2) Our challenges

As a Third Party Logistics Provider (3PLs), SCG-L has faced a number of difficulties that may degrade its
service quality. These difficulties come from three main sources. First of all, on the demand side, many
factors resulted from customers’ requirements can impact SCG-L’s service quality, e.g. fluctuating and
diverse demand and a high level of SLA. Secondly, on the supply side, a large number of carriers and their
drivers is also considered critical.

For example, SCG-L has to establish a standard working system such as a working procedure and work
instruction in order to standardize 370 carriers and 7,500 subordinated drivers to ensure our service quality
providing to our customers.

Finally, on environment and safety, SCG-L needs to ensure a safe and environmental-friendly working
condition to its employees and also near-by community. Due to impacts from these difficulties, we need to
develop a proactive quality assurance system in order to ensure service quality and bring a “Win-Win-Win”
solution to all stakeholders.

(3) Proactive QA System
To ensure all of the service qualities and bring Win-Win-Win to all stakeholders, SCG-L divide and implement
QA System in 3 parts (Figure 3.3-1).

(A) Design Process: SCG-L includes
QA activities at the beginning of the
supply chain, start from New Service to QA System New Services

our customer. We apply Quality £ ] - T
Function Deployment (QFD) concept £ Design QD FMEA
and Failure Modes and Effects Analysis & Process ’ : Fe==p
(FMEA)

Early Detection Existing Services

(B) In Process Control for Existing for Early Action

Services:

The Proactive monitoring activities lead
us to detect the abnormalities or
nonconformance earlier. From those
information, we can take an early action
to prevent or alleviate the negative
effect to our customers. Those
proactive monitoring activities will be
explained in the topic of “Early
Detection for Early Action”

Internal

Proactive =

monitoring QcCPC

4 / ; 7 L{' i .."‘:_
Clalm & -Response Time - o
Complaint ESIeUEI | B

Figure 3.3- 1: The Conceptual QA System

(C) Claim & Complain Management to
quickly response to the customer voice.
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(4) Key implementation: Early Detection for Early Action
SCG-L has implemented many Proactive monitoring activities as follow;

(D1) Route planning activity or HHTQ q—|:=_;- E*T

Delivery Planning: Company

identify truck station and resting é L :&

area for the driver in order to giiha

prevent the accident caused by T Truck station and rest zres for

parking at the unsafe area. Hmeess e E
(D2) Driver and truck & Equipment eﬂ;ﬁ Readiness
. 25t
readiness to ensure to achieve - Drug/Amphatamine Test
Zero product damage.
Ovisibliy
(D3) Visibility in all steps in Supply : m@:ﬂa"i’@bﬁ;ﬁ*
chain to ensure On-time delivery - Delivery st
safety )Surprised Check by MD
- GPS monitoring to achieve On-
Time Delivery
- Over speed monitoring and alert Figure 3.3- 2: Early Detection for Early Action Activities

system.

(D4) Surprised check and management diagnosis system by MD
Those proactive activities lead us to detect the abnormalities and take an early action to prevent negative
effect to customers.

(5) Application Case: Improve transportation management visibility by applying GPS technology

(A) Background

From order to cash process visibility in figure 3.3-3, SCG-L faced several in-efficiency mainly caused from
lack of visibility such as invisible driver performance and un control safety standard, unable to monitor end to
end process due to different ICT system and GPS supplier. The lack of visibility leads to the difficulty to
manage and control driver performance to align with SCG-L safety standard and the difficulty to visualize
and detect the abnormality in transportation process. Moreover, to increase visibility, we need to integrate
different ICT system in single platform.

Invisible driver performance &
Un-controlled safety standard

Lack of Information for Inbound/Outbound | Miss un-tima? 4
at origin and destination delivery

- - % s 5 == = 'y T
Sales Create Create % Tender & % Inbound Y Goed Outbound K ibound %,  Oubeusd % Retm %
Order }!Iwery>5npﬂn!| Fi e:.;clem :" "nr::: F lssued nnJ;In 4 Itrenst _} Destnation 2 Destnation # Document 1 Payment
i i/ K i K . . / . Y
Order to Cash Process Visibility

GPS system

Create \ Tender &
@ N ShiP""E“l
Truck Truck Truck Truck
Inbound Outbound ) In-transit Inbound Outbound
Drigin Crigin Destination /' Destination

a;iﬂerem GPS supplier |
? Unable to moniter end-to- P .
e Different ICT systems

Figure 3.3-3: Order to cash process visibility
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(B) Implementation

To overcome these difficulties, Safety Monitoring Center (SMC) has been established in 2011 and extended
scope in 2013 to be Logistics Command Center (LCC) with 7 days 24 hours staffs to monitor all GPS truck
with abnormality detection system by applying 5 step of proactive visualization concept.

The LCC process can summarize in figure3.3-4 starting from visualize all truck equipped with GPS, then
analyze and detect the abnormality. The alert will be classified by type and severity with the action to call to
driver by LCC staffs.

g et e -
= T 1 amm

—— : | . 4 Alert classification __“Logistics Command Center”
T
- O O o o <o

I Full & empty truck I | Lonhg waiting time I Qver speed: highway, urban, junction I Long waiting time |
Owver working time: 4Hrs, 12Hrs
Enter restricted area
Estimated delivery time
Over parking time
Unsafe behavior: roadside parking

Figure 3.3-4: Logistics Command Center Process

Furthermore, we also integrated critical information from different ICT system into Supply Chain Visibility
Platform with in process KPI setting up to detect the abnormality for proactive action (figure3.3-5).

Shipment Number

B .
: . Completed within KPI Alert near miss KPI
oo e £ Search Criteria
Shipping Point B -
Carrier Code [=:] . Completed but over KPI .Alert over KPI
Options None -~
= == Information el TS ors [NSARN GFS Poe
Shipping warner Tender | Inbound Outbound | Inbound | Act. |Qutbound | Doc
W SP-5803 fori-1uy 163013 | Lend i Y
an uNdan Avuapdar-ume #ud nin Q@ ) y O o O O O O
[ SCG Network Phitsanuiok Hub | SP-1304 |55, yumastzms | 104403 | RosBumsnies ‘u | ) I v [ O ('\ A~ A~ o~ O
| SCG Network Phitsanuiok Hub | SP-1204 | 53 yuasiams | 108785 | dvates nowmuada I am | | am | [ | C Status Trackin e
wan. & AnzAnr SP-1304 | 53 Junes-tTn | 144387 viwiududvia nindihinnd nouadedp
a0 & LA Ao 2. Y- 44 U UER UEnd weuaad Qe . o o o o o o
wan. & s SP-1304 144387 [ v e WindeTng u [ [ [
CECTF JEITE AN 3. YUY WiuaTuY inihihnd nouaadh Q@ . ) O O O O O O

Figure 3.3-5: Logistics Command Center Process

(C) Confirm the Effects
After implemented this system, the number of alerts from over-speed limit driving which significantly
impacted the number of accidents had been sharply reduced
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3.4 Professional Carrier Management
(1) Background

SCG-L is “the Logistics Provider” who works among customers and carriers, having main duty in capturing
needs or pains from both parties. Then, what had been captured is being transformed to create value to
both customers and carriers.

As a Third Party Logistics (3PL), SCG-L has outsourced its operations to carriers which their performance
reflect the service quality and value not only to the customers, but also to the society and the environment.
By these reasons, SCG-L has developed carrier management system by extending ISO 9000:2008 standard
to develop carrier to professional carrier by increasing no. of Partnership and Certified carrier to deliver
quality of service to customers, support company’s growth and create Win-Win-Win concept.

(2) Carrier Classification System

In order to effective|y manage SCG-L Score | Table 3.4-1: SCG-L score criteria
80 90

carrier classification criteria to be
more appropriate. Recently, in 0| A A A 30 30 20 20
2011 SCGL used 2 criteria: carrier
pe rformance indicator (SCGL Figure 3.4-1: Criteria for carrier
Score) and revenue as shown in classification
Figure 3.4-1 and table 3.4-1.

carriers, SCGL had implemented SCG-L Score (%)
carrier classification system since |g|*®°| A
. . s Performance

2005 which continuously changed |g s Cooperation
£ A Process @ KPl  Accident
>
Q
-3

P:Partnership C:Certified A:Approval

(3) Focused Activities
Table 3.4-2: Focused Activities

Problem / Concern / Challenge Focused Activities
Inconsistent service quality since each carrier 1. Set up carrier classification and management standard
performing with a different performance standard 2. Enhance carrier performance and capability
Insufficient number of drivers and quality of drivers 3. Proactive recruitment and development

(4) Overall Effects of Professional Carrier Management

From the implementation of the previously mentioned activities, the major effects were:

e Carriers’ performance (SCG-L Score) increased from 71% to 87% and revenue portion from Partnership
and Certified Carriers increased 2.5 times in 2013, resulting from the effort of promoting the priority
program

e Percentage of trained drivers was increased from 33% (2008) to 100% in 2012 and 2013

e From the carrier engagement survey, carrier participated in survey are aligning and growing with SCG-L

3.5 Proactive HR Management

(1) Background

Due to rapid business growth and a trend of outsourced logistics services in the past decade, opportunities
existed for SCG-L to gain more market share as long as efficient and effective services can be provided to
customers. Employees’ competency is one of the most important factors to achieve this objective. Therefore,
the Human Resource department needs to recruit highly qualified candidates as a main driver to SCG-L’s
successful business expansion and future growth under the competitive labor market environment.
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(2) HR Strategic Framework
To support new business expansion, SCG-L needs to

¢ Rotate our existing employees to new business positions

e Fulfill the immediate vacant positions by recruiting the new ones from outside.
This is called HR fulfillment cycle for new business expansion.

To achieve effective human resource management, the HR strategic framework has been developed
(Figure 3.5-1) with proactive methodology by considering the existing and new dimensions in both employee

and business areas.

Business

Existing

New

Proactive Engagement

Proactive Development for
Business Growth

- Proactive Practical Learning : Project
Based Learning/Knowledge Sharing/
Manager & Mentor Coaching /Site Visit

- Ability to work i New Business _ apjlity to learn the new things

- Understand Market -In Concept
- Understanding in New Industry

Proactive Development for New Employees
WOWY/VR SCGL/Ready Together/Mentoring

- New Graduates (Career Camp/Campus Recruit)

Proactive Development for
Existing Employees
- Competency Training Course
oo -
£ - Rotation
']
2
] HR Requirement
- - Learn in each Function
5 - Develop employees to the
8 £ next Competency level
3 __ &
o — X 2
a &
£ w - Knowledge and experience in Logistics and New Industry
w 7] - Graduated in Logistics or related
.E - Understanding in Logistics 's Chain
g
i
=
Proactive Recruitment
- Mid-Career (Referral Recruit)

Proactive Engagement

Figure 3.5-1: HR Strategic Framwork

(3) HR Strategic Framework
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(A) Proactive Recruitment: the HR department recruited New Employees proactively via Career Camp and
Campus Recruitment. This proactive recruitment hastens the recruitment process by two months. We can
recruit our employees from more high quality applicants for 95% from 2008. Also, 24% increasing in

percentage of candidates passed the interview.

(B) Proactive Development: HR department develops 2 groups of employees which is New Employees and
Existing Employee. New employees will develop in Logistics Business, culture and mentoring. For Existing
Employee will develop by Competency Development and Existing Employees who will transfer to New

Business will develop by Proactive Practical Learning in order to support business growth.

(C) Proactive Engagement: Detect satisfaction early by survey every 2 years by outsourcing company.

(4) Overall Effects of Proactive HR Management

(A) Employees Effects

(A1) Recruitment: Regarding Proactive Recruitment the company received more application form from
applicants with higher quality for 95% from 2008. Also, there was increasing in percentage of candidates
who passed the interview for 24%. We recruited 73% of the employees from this approach; another 27%

from the previous channels; Walk in and Internet Posting.

(A2) Development: 9% increasing in Common Competency Development from 2010.
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(A3) Turnover Rate: the turnover rate of the employees dropped to only 2.8%, lower than other logistics
businesses in the market which is 10.4%.

(B) Business Effects

After implement 3 HR focused activities, there are increasing in net sales per head both Existing Business
and New Business.

4. Overall Effects and Future Plans

In the past decade, SCG-L has gone through several difficulties, complicated situations and challenges such
as the U.S. subprime crisis in 2008, Thailand political protest in 2010 and floods crisis in 2011. By applying
TQM framework, SCG-L has been able to cope with all the difficulties arising from these events and compete
in a highly volatile market. The effects from applying the TQM framework can be recognized in both tangible

and intangible senses.

4.1 Overall Tangible Effects

(1) Revenue Growth

ME/Year

Total SCG-L Revenue W
12,000 -
Due to effective implementation of the 16,000 .
TQM framework and business o SRR
. . 483
expansion strategies, total revenue of 10,800 - -0 i i :
SCG-L has been increased triple 800 e B
. . - 1252
during the past 10 years, as shown in e EEr=aE BN B OBROH B 3 4§
. 4,000 ] I I I et 1 7512 | Bo8s | I I I I 1
Figure 4.1-1. 2000 | &ams | &3e | 584 | i i | i | i i i
(1] I I 1 1 I I I I I 1
o 1B L L= - LE | - L L - Ll 1N 1
2002 200 2004 2008 2006 2007 2008 2009 010 2Mm 2012 2013
iTotal Plan 1Domestc Business Overseas Business

4.2 Tangible Effects from Strategies

|
(1) Domestic Market Expansion -
New Business
Gr. 2070 -2013
To summarize the effect of domestic (Mition Bahtvear Ava2pe
market expansion strategy, the success 18,000 R
. . 16,000 -
of applying market-in concept together woo | ™
. . . . . Avg. 10% p.a. [ 1 1
with developing new logistics solution as — e es o £ o (e [T D
well as managing operation for a0t (W | B . AF-RE-i-E
. 000 e B BE Bt BEEE B B B
excellence which can be proved by the e R s,w 3 Bt ! :':r"’ D e e | WE
. . . 1 1 | oSgT0 | 1 1 1 1 1 1o 1
significant revenue growth in all focused lh Sk & 81 NI BE B BE B B BE B}
businesses as shown in Figure 4.2-1. REm o ome o me o meme o me o oweowe w o wome
UMan Cemen| t & Building Mat Paper & Chemical Mew Business (F&B Agri. Aute)

(2) Overseas Market Development

Figure 4.1-1: Total SCG-L Revenue( Domestics and Overseas Business)

Figure 4.2-1: Revenue by Customer Businesses

(Million Baht/Year) Overseas Revenue Growth Total 811 _Mi\l. Baht
or27 Mill. USD
H H H k “ H ” H £00 9
Aligning with SCG’s “Go Regional” policy, 0 w2 W
a lot of activites has been done to ~1 A 273
. 1 529 !
expand and strengthen SCG-L’s services. 50 | Total 256 Mil. Bat Lap 1
. . . 400 1319 H 168
By focusing on expanding business from - U o .
i i ; w0 | | i 408
Cambodia to multiple countries, SCG-L w || o8 _— - 315
has a great opportunity to grow and o H
. . 2008 2009 2010 20m 2mz2 2013
compete in ASEAN Economic )
CiPlan Cambodia Vietnam mChina

Community (AEC) (Figure 4.2-2)
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(3) Proactive Quality Assurance

Claim & Complaint

Proactive Quality Assurance system has
been launched in 2011 to handle claims
and complaints systematically. As a
result, the visibility is opened in 2011 and
claim rate has been decreased in 2013
(Figure 4.2-3).

No. of claim
Claim&Complaint (ppm)

2008 2009 2010 2011 2012 2013

(Jan-
EE=Claim LUiEst.Claim Jun)+Est.6M
—JComplaint i.....iEst.Complaint

=>é=C&CRate (ppm)

Figure 4.2-3 : Number of Claim & Complaint, Claim Rate (PPM)

4.3 Tangible Effects to realize the Dominant Logistics Provider Business Objectives
In order to realize the achievement of business objective, “To be a Dominant Third Party Logistics Provider in
Focused Businesses”, three major areas are emphasized as follows:

(1) Market Share in focused businesses

As a result of all the effort put on improving the operations such as cost saving and responsiveness by
increasing network coverage, managing backhaul matching, improving customer satisfaction, SCG-L has
dominated the cement, building materials, and paper market as can be seen from the market share
consistently more than 10%. (In 2012, SCG-L has 42% market share in Cement business, 16% in Building
Materials business and 28% in Paper Business.)

The company’s next challenging task is to expand and become to a dominant third party logistics provider by
2016 in potential market, chemicals and new focused businesses such as F&B and Agriculture.

(2) Network Coverage Expansion Destination +120% 11,8585 26,053 Ship To

Network Coverage

. . Expansion Origin +70% 944> 1,615
To dominate the logistics market, P L. =

SCG-L pays high attention on
expanding its network coverage.

l

Securing existing customers and
acquiring the new ones allow the
company to gain more sales volume
and the number of origins (+70%) and

destinations (+120%) (Figure 4.3-1) /R

This strengthens SCG-L’s logistics 15';1 EI 3,289
network and  provides  more ! g (N -
opportunities to manage backhaul - A . X -
transportation leading to better cost 2 i
efficiency and competitive

advantages. Figure 4.3-1: Network Coverage Expansion
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(3) %Customer Satisfaction % Customer Satisfaction

Even SCG-L faced tough situation 100%
from the flood crisis in 2011 and was B o -

affected by the shortage of truck %% 1

supply and drivers due to sudden :" o 2010
recovery of demand in Cement and gj: o 2011
Building Material business, SCG-L’s — Wz
service quality, reflected by overall 85% |

customer  satisfaction, can be 84% | - - . : : :
maintained at a very high level, i.e Cement - Buldingliat— Agn Paper Chemecals Fas

morte than 90 percenL Of5 thet Figure 4.3-2: % Customer Satisfaction

customers gave a score above 5 ou

of 10 according to a survey. (Figure (% of customers those give a score above 5 from 10 Rating Scale)

4.3-2).

4.4 Intangible Effects

« By developing intimate collaboration and sharing information with its strategic customers, SCG-L is
able to create strategies that align with customers’ strategies so as to improve the whole supply chain.
e Employees get more insights into TQM concepts and are able to work systematically

4.5 Future Plans

(1) Grow with SCG Customers
e Continuously improving efficiency and flexibility of SCG’s Supply Chain and Moving Toward Green
Logistics

(2) Expand to Outside SCG Customers
e Agriculture and F&B: Aggressively Expand to customers by Total Supply Chain Approach
¢ Cold Chain: Cautiously Expand to Premium Quality Segment
¢ Auto Chain: Aim to be leader in Replacement Equipment Market (REM) and extend services to
finished car carriers and OEM

(3) Create Growth Platform for ASEAN Integration
e Grow business in each country by focusing on strategic customers and improve operation efficiency
and then providing value added services
¢ Enhance Connectivity with 3 Cross-countries platforms: Road transport, Border warehouse, Coastal
transport

(4) Strengthen infrastructure to sustain business

e Proactive Quality Assurance : Strengthen upstream process and improve internal process control by
“early detection for early action”

e Professional carrier development : Move majority of carriers to Partnership and Certified level and
utilize them to serve new businesses expansion

e Safety management: Commitment to continuously improve safety management system to achieve
zero accidents

e Strategic ICT management: Visualize Total Supply Chain Visibility and reduce manual job by utilize
ICT system

e Proactive HR management : Roll out functional competencies in all departments and proactive
practical learning
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5. Future Plans for Developing TQM Activities

(1) Cross- functional Policy Management:
e Promote seamless TQM along a supply chain through WAOT from customer to SCG-L and then
Carriers.
e Strengthen cross-functional policy management by motivating and facilitating all members to
collaborate Work As One Team.

(2) Proactive Daily Management:
e Develop ICT system for total visibility for take immediate action and preventive action.
e Level up Logistics Management system to the World Class by implementing ISO 39001: Road Traffic
Safety Management and ISO 28000: Security Management Systems for the Supply Chain.

(3) Employee Initiative Activities:
¢ Motivate and Motivate by Carriers Opportunity , Benefits and rewards
 Emphasize promotion to increase the no. of successful cases of small group Kaizen, and maintain its
participation rate

(4) Education and Training:
¢ Develop training programs focusing on in-depth customer need identification and enhance analytical
skill through a project based approach
¢ Develop competency and capability of “New Leader of WAOT” to perform as “ Mini MD” and “ New
Leader of CoPs” to perform as “ New Manager”
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