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“The world is at an inflection point where the effect of these digital technologies will manifest with full force
through automation and making of unprecedented things”

Erik Brynjolfsson and Andrew McAfee (2014)
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Figure 1: History of World Industrial Revolutions, 1760-Present
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https://www.krungsri.com/bank/getmedia/162b0f15-bf2e-4fb0-a384-b38972919b04/RI_13_Payment_TH.aspx

Table 1: Government Policy Facilitating Development of e-Payment Ecosystems

Area

1. Digital economy

Policy

e Thailand 4.0
o National Digital ID
e FinTech policy

Key initiatives

Changing industry structure to focus more on
high value-added industries and increasing
productivity through innovation and
technology. The plan targets 10 new s-curve
industries.

The National Digital ID will facilitate country
identification and authentication processes
through the Digital ID platform.

Supporting FinTech through: (1) developing
relevant infrastructure for financial
transactions, (2) requiring electronic
payments for all government transactions,
and (3) setting up the Institution for Financial
Innovation and Technology (InFinIT) to
support FinTech ecosystems.

Impacts through e-Payment

o The digital economy policy will help the
country through increasing the level of
innovation and IT-development
infrastructure.

e These will increase the level of ICT
adoption by all users on different
platforms and accelerate the
development of the country’s
innovation and technology capabilities.

2. e-Payment

o National e-Payment

The national e-payment strategy aims to
create a cashless society by developing the
necessary payment infrastructure, both soft
and hard.

e The e-payment policy will quicken the
transition to using e-payments generally
by stimulating their use by all groups.
(consumers, businesses, and
government)

e The policy will support major national e-
payment infrastructure so that all
providers will be able to access the
technology on a level playing field.

3. e-Commerce

e e-Commerce
o Logistics hub

The government is launching a bill on
electronic transactions.

Thailand has an e-commerce strategy that
aims to establish the country as the e-
commerce hub of ASEAN by 2020.

The government’s logistics development
strategy phase 3 (2017-2021) aims to
increase the development of logistics in
Thailand throughout the value chain, from
the producer to the consumer, including the
development of e-commerce channels.

e The e-commerce and logistics strategies
will help the Thai e-commerce market to
see greater growth in the near future.

e The growth of the e-commerce market
will stimulate the growth of demand for
electronic payment services from Thai
consumers.

4. Internet

((;g))

Source: Krungsri Research

e 4G,5G

At present, Thailand has a 4G network that
supports the growth of new business and of
e-commerce. Importantly, the low cost of
internet access for Thai users is helping to
move Thailand to a cashless society via
technologies such as mobile internet and QR
payments.

By 2020, Thailand will start to use a 5G
network. The use of 5G will dramatically
increase internet speeds and support the
expansion of the Internet of Things (loT).

e The introduction of 5G networks will
support the growth of electronic
payments as well as next generation
payments made through loT-enabled
devices.

Research Intelligence | Research

5



Table 2: National e-Payment Policy

Policy Measures to

Projects

Any ID Use ID cards, mobile phones,

e-wallets and e-mail addresses instead of

bank account numbers to make e-
payments

1) Develop a centralized payment infrastructure i.e. central
massaging system for payments
1) Issue relevant regulations for e-payment systems

Expanding the use
of debit cards number of users and installed EDC

terminals

Expand the use of debit cards in terms of

1) Push the issuing of cards under the local card scheme

2) Provide standards for card payments, including standards for
chip cards and EDC terminals

3) Review the relevant fee infrastructure

e-Tax system and
e-documents

Connect the e-payment system with the
tax payment system as a one-stop service

1) Create relevant infrastructure, such as service providers, web-
upload facilities and web-portals

2) Develop a system for electronic VAT reporting and the
withholding of tax through an e-payment system run by the
relevant authority

Social welfare and
government
e-payments

the government

Develop an e-payment system for use by

1) Transition government payments to an e-payment system

2) Establish a central database system for government social
welfare e-payments

Financial literacy
throughout the country

Support the use of electronic payments

1) Promote the benefits of e-payments

2) Increase financial literacy regarding e-payments in order to
increase their adoption

Source: The Revenue Department
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Figure 6: Demand Stimulation Under the National e-Payment Scheme
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Figure 7: Non-Bank Players in the Thai e-Payment Environment
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Figure 10: Value of e-Commerce in ASEAN Region, 2016
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Figure 9: Active Mobile-Broadband Subscriptions
per 100 Inhabitants

~  MThailand " Developed m Developing H World

2016

2017

Source: ITU

Figure 11: Thai Electronic Payments, 2013-2017
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Figure 12: Conditions for the Decrease of Cash in Circulation in Thailand
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Figure 13: Pipeline and Platform Businesses
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Box 1: Pipeline Business Model

e Current businesses transfer value through a linear value chain (a pipeline) from producer to customers

o Supply: Firm e Produce: Firm produces goods/services Distribute: The product is sent to customers through
secures resources using resources to supply production various distribution channels, using ‘push marketing
for production process (land/capital/labor) strategies’ to create customer awareness

Upstream Linear value chain Downstream
Producer’s — i
Supplier ~ ~==- > R&D - Distributor  ----- > M::(:i:::g/ """ >  Consumer
— —> — +—

Flow of money: Customers pay money to producers directly or indirectly
through a retailer. Retailers pay distributors for logistics and producers for
products and services. Producers pay suppliers for resources. — Flow of money

------ » Flow of value

How was the pipeline business model developed?

= The pipeline business was developed during the past 200 years of industrial development with the aim of achieving economies of scale through
supply-side management. Under this scheme, production uses the division of labor and specialization to “move up the value chain” or improves
the production process to produce higher-margin products.

Key characteristics of the pipeline business model

= The pipeline has a step-by-step process for creating and transferring value, with producers on one side and consumers on the other.

= Production relies on the resources, technology and management of internal production in order to maintain efficiency and so keep costs low
and margins high.

= Exclusive access to resources gives firms comparative advantages relative to their rivals, and the more assets and resources that a firm
commands, the greater its competitiveness.

= Product development through in-house R&D is key to increasing value.

Source: Krungsri Research analysis
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Box 2: Platform Business Model

e What are the characters of the platform business model?

Ve N

Platform ecosystem

Filter

Producer (Algorithm
(creator of and software
platf?rm facilitate
offering) value

exchange)

~————p Flow of value

Create value: Producers create value Connect & consume: Consumers take Compensate: Consumers return

for the platform and make it actions that connect them to the value value to the platform in exchange

available there. created on the platform and consume for what they have consumed.
this.

Producers consume value:

Producers can create value on the (©) Coreinteraction: The platform
platform in two directions and they infrastructure should facilitate the core

can swap roles, being both transactlo.n or set of actions users must
complete in order to exchange value on

producers and consumers when
the platform.

interacting on the platform.

How was the platform business model developed?

= The platform is a new business model that uses technology to connect people, organizations, and resources in an interactive ecosystem in
which an amazing amount of value can be created and exchanged. (Platform Revolution, 2016) Digital technology has empowered
platforms to grow exponentially and to reduce barriers to users, who can connect and participate on the platform.

Key characteristics of the platform business model

= The platform provides consumers and producers with tools to help them to easily connect and to encourage more valuable exchanges
through the platform with best matches between users.

= The ‘network effect’ is the main source of value creation and comparative advantage for platform businesses. The power of platforms
stems from the fact that an increase in the number of users on a platform will attract greater numbers to it.

= Platforms do not function like the linear assembly lines by which pipeline businesses create value. Platforms rely on humans to drive the
exchange, so these are constantly changing and evolving rather than being static processes that rely on exact inputs and outputs for
production.

Leading Global Businesses Running on Platforms

B2-20 gok

ORACLE

& ‘ e
' m Tencernt s @ NASPERS SoftBank
PayPal - w 2" Microsoft CLELEN facebook Ib

Transaction platforms Innovation platforms Integrated platforms Investment platforms

Source: The Center of Global Enterprise and Krungsri Research
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Table 3 : How Can Platforms Disrupt Pipeline Businesses?

Characteristics Pipeline Businesses

1. Ability to scale Pipelines have limited ability to scale, which depends on
their internal resources and the distribution channels
through which they access target customers.

Group of

Produce Distribute Market — customers
(K
000
o0

Platform Businesses
Platforms have the ability to scale rapidly due to ‘positive

network effects’. Bigger networks lead to better matches
between demand and supply and this attracts more

participants.
|
[
® l. ®

| g
L

Networks of users
(customers)

2. Ability to utilize
resources to create
value

The ownership of resources is the key to increasing
comparative advantages. Firms have to accumulate
resources for production (tangible assets: land, capital,
labor, and intangible assets: intellectual property)
However, it can take firms many years to accumulate
assets for production.

Produce

Distribute Market

Firms use their own assets to create value throughout the supply chain

Platforms separate assets from ownership. Platforms create
value by unlocking new resources and utilizing community
assets within the platform ecosystem. Resources can be both
tangible (e.g. cars or houses) or intangible, which are difficult
to imitate, such as concepts and information from users
within the ecosystem.

Users (customers and producers) bring their own assets to the platform

3. Intermediation Pipelines use agents (individuals or corporations) as
intermediaries to transfer value, which is hard to scale

rapidly in the face of changes in demand.

Intermediary

Supply chain
Rapid growth
in customers

Platform reintermediation replaces non-scalable and
inefficient agents with automation using algorithms and
crowd interaction.

% » o -
0 » %0

»

»
»

Platform

Users (producers) Users (customers)

4. Innovation
capabilities

Pipelines rely on inhouse experts and research to create
innovation.

Platforms utilize sources of innovation from external
communities by using crowd sourcing and independent
innovators within their ecosystem.

5. Value creation
process

Pipelines rely on supply-side economies of scale to
increase value. Businesses expand by vertical and
horizontal integration throughout the supply chain in
order to reduce the costs of production and to increase
production efficiency.

Marketing ’ ”
Distribution . ..
Vertical Production A A A
Integration
Commodity . .

—

Horizontal integration

Platforms’ value creation does not depend on supply-side
production. Value creation relies on expanding the network
ecosystem or increasing demand-side economies of scale.

Future users

Source: Krungsri Research Analysis
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Figure 15: Ant Financial History and Ecosystem
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