CASE STUDY

Digital Transformation at DHL Supply Chain
Thailand

A Platform for Sustainability: Applying the 7-Factor Framework

Executive Summary

DHL Supply Chain (Thailand) Co., Ltd. is the Thai subsidiary of Deutsche Post DHL Group, one
of the world's largest logistics and supply chain service providers. Operating under contract
code L/3/30, the company delivers integrated warehousing management, transportation, and
information technology services to industrial clients across Thailand and the Greater Mekong
Sub-region.

This case study examines DHL Supply Chain Thailand's current operational landscape and
evaluates its digital transformation readiness and trajectory using the 7-Factor Digital
Transformation Framework — a platform for sustainability developed by Arnon Tubtiang (2025).
The seven factors are: (1) Leadership & Strategy, (2) New Business Model, (3) Process
Transformation, (4) Digital Capability, (5) Cyber Security, (6) Laws and Regulations, and (7)
Customer Engagement.

The analysis reveals that while DHL Supply Chain Thailand possesses significant foundational
strengths — including a global network, an Oracle ERP backbone, and a culture of innovation
— it faces critical challenges in talent retention, contract rigidity, sea-freight dependency, and

process accuracy that must be addressed as part of a coherent digital transformation agenda.

Company Background

DHL Supply Chain Thailand operates as a third-party logistics (3PL) provider within the
automotive sector, with its primary client being TRW Steering & Suspension Co., Ltd. The
company offers three core service lines:

» Dedicated and public warehousing management

* Road and air freight transportation

* Logistics information system services (available for client lease)



The company generates annual revenues of approximately THB 17 million. Its competitive
advantage stems from DHL Group's global distribution network, deep expertise in warehousing
(enhanced through the historical acquisition of Exel, a specialist warehousing firm), and a
workforce of over 1,500 personnel serving the automotive logistics sector in Thailand.

DHL Supply Chain Thailand benefits from warehouse facilities located within Special Economic
Zones (SEZs), giving it customs and regulatory advantages. Its Bangkok-based IT support
centre operates 24/7 to underpin both internal operations and client-facing systems.

Business Context and Challenges

Before applying the 7-Factor Framework, it is important to understand the key business
pressures shaping DHL Supply Chain Thailand's transformation imperative:

Revenue Constraints

Long-term contracts with clients impose a structure in which margins inevitably compress over
time. The client-mandated requirement to reduce operational costs by at least 5% per year
creates relentless efficiency pressure. Revenue growth is structurally tied to the client's own
business expansion, limiting DHL's ability to grow independently.

Talent & Knowledge Management

The company faces a brain-drain problem among long-tenured employees, directly disrupting
operations. The Train-the-Trainer programme — where supervisors cascade knowledge
downward — means frontline operators rarely receive independent training. Customs clearance
specialists are scarce and costly to recruit.

Transportation Challenges

Sea-freight capacity is constrained by industry consolidation, with many shipping lines merging

or exiting the market. Vessels now wait until full before departing, lengthening cargo lead times.
The company is strong in road and air transport but lacks in-house sea-freight expertise, relying
on subcontractors.

Digital Transformation Analysis: The 7-Factor
Framework

The following table provides a summary of DHL Supply Chain Thailand's position across the
seven digital transformation factors, followed by detailed analysis of each factor.

m Current Status & Key Observations



Cost-reduction mandate drives strategy; knowledge development and
process improvement are central to the service model. Leadership
relies on client logistics departments for operational decisions.

1. Leadership &
Strategy

Core model is labour-based contract pricing. Revenue diversification
is constrained by long-term contracts tied to client growth. Emerging
markets (Myanmar, Laos, Vietham) represent future opportunities.

2. New Business
Model

Picking and data-entry errors occur approximately every 2—3 months.
An internal audit team addresses issues reactively. Oracle ERP
integrates WMS and TMS but process quality varies.

3. Process
Transformation

Oracle ERP (WMS + TMS) is operational. IT support centre is

4. Digital available 24/7 in Bangkok. Innovations include inter-building drones
Capability and vehicle-side loading platforms. IT systems are offered as rentable
services to clients.

Not explicitly detailed in the field data. As an operator of Oracle ERP
0V RSN  and client-facing IT systems, cyber security governance and protocols
are implied but require structured assessment.

SEZ warehouse location provides regulatory and customs benefits.

6. Laws & Eastern Special Economic Zone (EEZ) creates indirect benefits via
Regulations foreign manufacturer influx. Customs specialist talent is scarce and
expensive.

TRW Steering & Suspension is the primary client, viewed as a

7. Customer strategic partner rather than a subcontracted client. Primary KPIs:
Engagement on-time delivery, inventory accuracy, and minimisation of
loss/damage.

Detailed Factor Analysis

Factor 1: Leadership & Strategy

DHL Supply Chain Thailand's strategic direction is shaped by two overlapping forces: the DHL
Group's global service philosophy, and the contractual obligations imposed by its primary client,
TRW. The logistics department of TRW effectively holds the final decision-making authority over
most operational activities, which constrains DHL's autonomy in driving transformation
independently.

Strategically, the company has elected to compete on knowledge, process excellence, and
people development — a service-industry orientation appropriate for a labour-intensive logistics
operation. The leadership's innovation agenda, evidenced by the innovation and education
centres in Thailand, signals a long-term commitment to digital and operational transformation.

However, the absence of independent revenue growth mechanisms and the structural
dependence on a single major client represent strategic vulnerabilities that leadership must



urgently address. A digital transformation strategy must therefore include client diversification,
development of proprietary digital platforms, and expansion into the CLMV
(Cambodia-Laos-Myanmar-Vietnam) corridor.

Factor 2: New Business Model

The current business model is predominantly input-based: pricing is calculated on the number of
staff deployed, transport trips made, and incremental operational activities. This model ties
profitability to volume and headcount — an inherently non-scalable structure in an era of
automation and data-driven logistics.

Digital transformation demands a shift towards outcome-based and platform-based revenue
models. DHL Supply Chain Thailand already offers IT systems as rentable services to clients,
which is a nascent step towards a platform model. Building on this, the company could develop:

* Alogistics-as-a-service (LaaS) platform for SME manufacturers in the EEZ

« Data analytics and inventory optimisation services sold as a subscription

* A regional last-mile fulfilment network targeting Myanmar, Laos, and Vietnam

These new models would reduce dependence on any single client and leverage DHL's existing
infrastructure — particularly its public distribution centre and Bangkok IT hub — as shared
assets.

Factor 3: Process Transformation

Process quality is a critical concern. Picking errors and data-entry mistakes occur regularly
(approximately every 2—3 months), requiring reactive intervention by an internal quality audit
team. While this frequency may appear low, in high-velocity automotive supply chains even
infrequent errors can trigger costly line stoppages.

Digital transformation opportunities in process improvement include:
+ Barcode/RFID-based pick-to-light or voice-directed picking to eliminate manual data
entry errors
* Automated inventory reconciliation using WMS-integrated loT sensors
+ Real-time transport visibility dashboards for on-time delivery monitoring
* Robotic process automation (RPA) for customs documentation and reporting

The company's existing Oracle ERP platform provides a solid foundation for process digitisation.
The integration of the Warehouse Management System (WMS) and Transportation
Management System (TMS) into a unified data environment is a significant advantage that
many competitors in the Thai logistics market do not possess.

Performance is currently measured against three KPIs: on-time delivery rate, inventory data
accuracy, and damage/loss incidents. These metrics should be expanded to include digital
process indicators such as system uptime, data synchronisation latency, and automated
exception resolution rates.

Factor 4: Digital Capability



DHL Supply Chain Thailand demonstrates a meaningful baseline of digital capability relative to
its market segment. Key digital assets include:

* Oracle ERP system integrating WMS and TMS functions

o 24/7 IT support centre based in Bangkok

* Proprietary innovation initiatives: inter-building drone logistics and vehicle-side loading
platforms

» IT service offering available for client lease, indicating a degree of platform maturity

The presence of an innovation centre and educational partnerships in Thailand is particularly
noteworthy. These institutions enable structured knowledge sharing across branches — a
practice that has already generated practical innovations like drone systems and loading
platform innovations.

To advance digital capability, DHL Supply Chain Thailand should prioritise:

+ Cloud migration of ERP and WMS systems to enable real-time data access across sites
* Advanced analytics and Al-based demand forecasting to optimise inventory levels
* Mobile-first operational tools for field staff and drivers

* Drone and autonomous vehicle pilots scaled from proof-of-concept to production
deployment

Factor 5: Cyber Security

The field data gathered from DHL Supply Chain Thailand does not explicitly detail its cyber
security posture. However, given that the company operates an Oracle ERP system, provides IT
services to clients, and maintains a centralised IT support centre, cyber security is an inherent
operational risk that must be proactively managed.

As DHL Supply Chain Thailand digitises further — adding cloud platforms, loT sensors, mobile
tools, and client-facing data portals — its cyber attack surface will expand considerably.
Recommended cyber security actions include:

* Conducting a comprehensive cyber security risk assessment aligned with ISO/IEC
27001
* Implementing multi-factor authentication across all ERP and WMS access points

« Establishing a security operations centre (SOC) function, potentially shared with regional
DHL entities

» Training all staff on phishing, social engineering, and data handling protocols
» Embedding cyber security requirements in client contracts and SLAs

Given that a cyber breach could expose not only DHL's data but also sensitive client operational
and inventory data, cyber security governance must be treated as a board-level priority.

Factor 6: Laws and Regulations

DHL Supply Chain Thailand navigates a complex regulatory environment. Several regulatory
factors directly influence its operations and transformation agenda:

Special Economic Zones (SEZs): The company's warehouses are located within SEZ
boundaries, providing customs duty advantages and enabling faster clearance of imported



goods. This is a structural competitive advantage that should be leveraged further as the
Eastern Economic Corridor (EEC) attracts more foreign manufacturers.

Eastern Economic Corridor (EEZ): The EEC policy is expected to increase foreign factory
establishments in Eastern Thailand. While this does not directly benefit DHL's international
transport operations (which involve shorter distances to ports), it creates an indirect benefit
through increased industrial logistics demand in the region.

Customs Expertise Scarcity: Customs clearance specialists are in short supply and command
high salaries. Digital transformation through automated customs documentation tools (e.g.,
e-customs platforms, Al-assisted HS code classification) could reduce reliance on scarce
human specialists.

Regional Market Entry: DHL's expansion into Myanmar, Laos, and Vietnam requires compliance
with each country's distinct regulatory frameworks for logistics, transport, and data
management. Establishing a dedicated regulatory intelligence function will be critical.

Factor 7: Customer Engagement

DHL Supply Chain Thailand's relationship with its primary client, TRW Steering & Suspension, is
characterised as a strategic partnership rather than a transactional vendor relationship. The
logistics department of TRW views DHL as a co-creator of operational efficiency rather than a
subcontracted service provider — a distinction that reflects a mature, trust-based engagement
model.

The client mandates a cost reduction of at least 5% annually, which functions simultaneously as
a constraint and as a catalyst for continuous improvement and digital adoption. This target
incentivises DHL to deploy automation, optimise routing, and reduce manual labour — all of
which are digital transformation levers.

To deepen customer engagement through digital means, DHL Supply Chain Thailand should
consider:

* Providing real-time supply chain visibility portals accessible by TRW's procurement and
logistics teams
+ Offering predictive analytics on inventory depletion and replenishment schedules

+ Developing joint KPI dashboards that align DHL's operational metrics with TRW's
manufacturing targets

« Creating a client advisory board to co-design future logistics innovations

Expanding the client base beyond TRW — particularly to other automotive and electronics
manufacturers entering the EEC — is essential to reduce customer concentration risk and build
a more resilient engagement model.

Strategic Recommendations

Based on the 7-Factor analysis, the following strategic recommendations are proposed for DHL
Supply Chain Thailand's digital transformation roadmap:



High Deploy RFID/barcode pick-to-light systems to Process 0-12 months

eliminate warehouse picking and data entry Transformation
errors

High Conduct a full cyber security risk assessment Cyber Security 0-12 months
and implement ISO 27001-aligned controls

High Launch a client visibility portal providing Customer 6—18 months
real-time inventory and transport tracking to Engagement
TRW
Develop an outcome-based pricing model and New Business 12-24
logistics platform offering for EEC manufacturers = Model months
Automate customs documentation using Laws & 12-24
Al-assisted HS code classification tools Regulations, months

Digital Capability

Migrate ERP and WMS to cloud infrastructure Digital Capability = 12-24
for cross-site data integration months

Low Establish a formal career pathway and digital Leadership & 18-36
upskilling programme for all operational staff Strategy months

Low Scale drone and autonomous vehicle pilots from | Digital Capability, @ 24-36
proof-of-concept to production deployment New Business months

Model
Conclusion

DHL Supply Chain Thailand stands at an important juncture. It possesses genuine strengths —
a global network, an established ERP ecosystem, a culture of innovation, SEZ advantages, and
a deep partnership with a major industrial client. Yet these strengths are partially offset by
structural constraints: contract-driven margin compression, talent atrophy, single-client
dependency, and process errors that erode service quality.

The 7-Factor Digital Transformation Framework provides a holistic lens through which these
strengths and vulnerabilities can be understood and addressed. By progressing systematically
across all seven factors — from strengthening leadership strategy and building new business
models, through transforming processes and deepening digital capabilities, to embedding cyber
security, navigating regulations, and intensifying customer engagement — DHL Supply Chain
Thailand can build a resilient, scalable, and future-proof logistics operation.

Digital transformation in logistics is not merely about technology adoption. It is about
fundamentally rethinking how value is created, delivered, and sustained. For DHL Supply Chain
Thailand, that means evolving from a labour-intensive contract logistics provider into a
data-driven, platform-enabled logistics partner — one that delivers not just efficiency, but insight,
agility, and long-term sustainability.
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