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Table A: Estimation of Logistics’ Administrative Cost  

using Geometric Mean and Direct Method calculation by company size 

Size Population Size 
Estimated Logistics’ Administrative 

Cost (Mil Baht) 

Small 61,347 76,537.13 

Medium 3,405 12,866.11 

High 1,926 25,181.38 

Total  114,584.61 

  

 (Administrative cost of 114,585 Mil Baht equals to 1.3% of GDP’07 or 7.9% of Total 

transportation, warehouse management and inventory management cost of 

Logistics) 

 

As a result, by using direct method and Geometric Mean applied to various 

company sizes, Thailand’s Administrative Cost of Logistics is estimated at 114,585 million 

baht or equals to 1.3% of Thailand’s Gross Domestic Product 2007 (GDP’07) and equals to 

7.9% of Total transportation, warehouse management and inventory management cost of 

Logistics (1,458,000 million baht). 

 

In conclusion, there are three significant issues that should be considered for 

future development of Thailand Logistics 

 

1) In the future calculation of Thailand’s Administrative Cost of Logistics, 

NESDB or involved party should reduce the estimation percentage of 

Administrative Cost to Total transportation, warehouse management and 

inventory management cost from 10%, in which referred from The United 

State of America’s CASS Method (1990 – 1999) 2, to 8%. The new figure is 

a better reflection of the logistic picture of Thailand and is the result of 

the field study from this project. 

 

  

2 The United States of America has reduced the logistic administrative cost calculation from 10% to 4% since 2000 because 

most of the companies in the country has adopted information technology to help managing logistic activities more 

effectively 
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2) Thailand’s strategy in reducing Administrative Cost of Logistics should focus on 

developing computer and/or information technology system to replace labor. 

This is because the labor cost is the main cost component of Administrative 

Cost, contributing to more than 50% of Logistics’ Administrative Cost. In 

addition, Thai companies should focus on warehouse and procurement 

process improvement as over 55% of Logistics’ Administrative Cost has 

occurred in these two departments. Furthermore, companies should focus on 

educating their employees on the importance of logistics’ administrative cost 

reduction and effective logistic management process in both company level 

and supply chain level. Should private sector be able to reduce Logistics 

Administrative Cost for 1% p.a. of current NESDB’s estimated Logistics 

Administrative Cost of 1,458,000 million baht, Thailand’s Administrative Cost of 

Logistics will be reduced by 15,000 million baht per year.  

 

3) NESDB should conduct a survey on Thailand’s Logistic Administrative Cost 

every 3-5 years, so that the figure is up-to-date and reflect the rapid 

change in technology. In addition, NESDB should increase the sample size, 

especially companies in medium-sized and large-sized. The increase in 

sample size will help the data to be more normal distributed and 

represent Thai Companies better. 

 

 

 


