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ASEAN LPI 2014 Ranking

LPI Score ASEAN countries

logistics friendly 3.50-5.00 Singapore Malaysia
consistent performers 2.95-3.49 Thailand Philippines Vietham Indonesia
partial performers 2.40-294 Cambodia

logistics unfriendly 0.00-2.39 Laos Myanmar
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|l ndonesia’'s |l ogistics performanc
(ranking 75 has become 53)

This presentation focus on some recently debated issues and possible
guick wins:

a.Lld A& lo2dzi AYyOSYUG2NER O02a0aXxXo

b. Archipelago: ports and shipping play an important role in improving
Inter-island connectivity and reducing logistics costs

c.{2YS YA&AO02yOSLIWiA2ya [02dzi O0KS KA3I

d. The need to distinguish sea freight costs and shipping costs

e. Case studieBitung(fish) andBima(cattle)
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Concentration of economic development. GDP per km2
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How much is logistics cost incurred by Indonesian
B  manufacturers?

|l ndonesian manuf acH
cost/sales (%)
ASurvey of 80 firms in JakarBekasi
Semarang, Surabaya, Medan, suggests that _m
logistics cost/sales of Indonesian Transport and cargo handling cost 0.04%
manufactures is around 16%7%, which is  [(WHRIELE LI LML)

higher than that in Thailand and Malaysia
(15% and 13%)

Warehousing 1.70%
(cost of running own warehouse or buying the

AThe result suggests thatventory carrying
cost contributes to 44% of logistics cost Inventory carrying cost 1.15%
iIncurred by Indonesiamanufacturers (incl. cost of capital tied in inventory)

AWhat matters is the reliability of delivery
rather than the costs. Therefore,
Indonesian manufacturers are forced to
hold large inventories

Logistics administration 2.40%
(cost from functions indirectly related to
logistics)

Total Logistics Cost/Sales WLk}

Source: WB survey in 5 cities in Indonesia =
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This slide is confusing because it does not distinguish costs at port and
sea freight costs
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Port Performance: Greatly affected by low labor productivit

ASurveys of domestic shipping lines undertaken for the study suggest that port performance compared to 5 years
has improved in general

AHowever, thetime spent at some ports is sometimes as much as half of the sailing {jexeBelawanJakarta,
SurabaydaViakassar)

AHigher container handling charges are not associated to quality of service, but reflect the bargaining power of
unionized labor In fact it is higher in places (Papua) where total turnaround time-ER) isighest

ATo reduce logistics costs one needs to tackle costs incurred in ports rather than sea freight costs

Port of o Time at berth | Time at berth| Turnaround Contal.ner
S Waiting time : Handling
destination (effective)
Charges
Sorong 24 hours 16-21 hours 10 hours 50-89hours  IDR2,168,290
Jayapura ) 48 hours 60 hours (A IDR1,840,094
hours hours
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Example: Logistics Cost Scenario for 1 TEU of Rice from Surabaya to Ambx

Million Rupiah
20,0
AThecost of having rice waiting
at ports (value of time) can be
significantly high in the overall
1501 logistics cost
ATurnaround time for a container
vessel in Port of Ambon can be
up to 4 days
10,0 -
50 -
0,0 T T T T

Trucking Charges Port Charges  Sea Freight (Surabaya¥aiting time @ PortPort charges (Ambon) Port to Hinderland
Sidoardjo-Port (Surabaya) Ambon) (Value of time) (Ambon)

Source: WB Survey of shipping liner 2014, Ministry of Trade survey 2014 @ WeDRANRaROCE 8



What can be donm the short runto reduce logistics costs between
East Java and Ambon? (rice trade)

ALocal retributions in East Java

ATerminal and container handling charges in Surabaya
ASea freight costs

APort investments in Ambon (cranes, etc.)

Aimproved port management in Ambon
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Cattle trade between Sumbawa and Jakarta
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Costs of transporting cattle froBumbawdo Jakarta
(per cow)

2.600.000 ===l lllelleieiieieiss
i Cost in Jakarta (slaughter

1.400.000 - house)

i Transportation Cost

1.200.000 - (Sumbawa to Jkt)

% 1000000 M Cost in Sumba\{va (from
= Farmer to Port in Sumbawa)
@]
©  800.000 -
S
J2
O  600.000 -

400.000 -

200.000 -

Cost Component
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Challenges for cattle trade

Almport of cattle is 20 percent cheaper and this is due to both less
regulatory costs and lower sea freight costs because the cattle can be
directly unloaded in Jakarta

AAccess to information for cattle traders

ALocal government that thinks lostgrm and does not see this trade as a
a O -aZKg ¢

ALocal slaughterhouses? Agreement with DKI Jakarta has been signed

ACompetition on transport between Sumbawa and Surabaya
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Bitunga new international gateway?

Potential commodities for export

Potential export
commodities from
Bitung

Reefer shipments
with the right

technology

Conversion some of
bulk into
containerize

DRY DRY

- Charcoal - Fishery

- Coconut - Vegetables
- Coconut oil - Spices

- Palm oil - Fruits

- Wood

- Canned Tuna

Maersk reefer technology

- Std Reefer-30° C to +30° C

- Magnum reefer -35° C to +30°

- Super freezer -60° C to -10° C

- Remote container
management with GPS device

Benefit:

- Faster turn time/cycle time
- Better cash flow

- Less inventory

- Wider market / coverage

Potential export from surrounding areas

Ports Commodity
Gorontalo Corn, Fish, Wood
Balikpapan Wood
Samarinda Wood
Ternate Wood, Clove, Copra
Sorong Fish, Wood
Biak Fish, Wood
Manokwari Fish
Jayapura Fish
Merauke Wood, Copper
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PNG service rotation & feasibility study

Tanjung Pelapas ©

Port Moresby 7

PNG service details Feasibility study

> 2 vessel with 700 TEU nominal capacity Bitung port readiness

» Fortnightly service Deviation to Bitung vs schedule integrity

* No major deviation by calling Bitung Additional costs (Bunker, port costs, etc)
Competition landscape

Commercial upside (Volume, cost saving)
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Challenges fdBitungdomestic trade and exports

AReliability of departure of ships that link to major hubs
ADevelopment of cold storage facilities

APromote international trade via-vis the lobby for
Intensified trade with Java

AReliable feeder services



To conclude

Alndonesia is an archipelago. Maritime connectivity is a key concept and stratec
to reduce logistics costs

ACurrent uncertainty and unreliability drives up logistics costs (higher inventory)

Alndonesian logistics are improving but domestic logistics (iistand) seem to
remain behind

ASome case studies suggest that improvements can be achieved through
regulatory reform
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