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HIGH "DEGREE OF MARITIME CONTINUITY"
LEADING TRADES OF CHINA

3/E (IR B
By Liu Jun {Shipping Exchange Bulletin)
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Ax shown in the Maersk Group's researches, container shipping
conmectivity of China has already achieved world advanced
level, For 20004 to 2012, the total value of Chine's trade growth
reached 19635 willlon U8, dollars, of which 35% was from

well-developed contuiner shipping connectivity,
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Shapping has been the most effective, safest and most environmentai-
friendly way for transporting bulk stock ower Tong distances for
international trades, bearing nearly 90% of world trade volume. It can
he =aid that shipping industry is extremely important to the

globalized economy

Why does shipping industry play am important role in Ching's trade
development? Maersk Group has put forward a concept - container
shipping connectivite Pointed out by econometric analvses, container
shipping connectivity is crucial for reducing China's trade costs and
motivating teade growth

What iz container shipping comnectivity? [t describes the level of
cannectivity between a region and the others in respect of container
shapping. The level depends on various factors: frequent, relisble and
timely connections; capacity of achicving cconomics of scale; high
port performance and  elfficiency;  intense  competitions between

shipping enterprises and so on.

As shown in the Maersk Growp's mesearches, conldiner shipping
connectivity of China has zslready achieved world advanced level. For
2004 1o 2002, the total value of China's trade gmwlh reached 1 964%5
trillion UL, dollars, of which 353% was from well-developed container

shipping connectivity:
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Trades Promoting Economic Growth

Since the establishment of reform and openingup policy 35 vears
aga, r;pn‘iall}r after joining the WTO, Ching has been dedicated o
implementing effective policies o improve terms of trade and invest
in infrastructures. All these are aimed st promoting  economic
liberalization and the |¢ap-r'mg dq:'\rr']npmrnr ol imporn and EXpHTE
trades, stimualating  China's  cconomic  development  and  making
important contributions to the world economy

China is the larpest trading panner of more than 120 countries and
regions. Annually importing poods of more than 2 trillion ULS. dollars,
China has created a great deal of job and investment opportunities for
its global trading partners, Last year, the total imports and expores of
China was 4. 16 trillion U5, dollars (Figure 1), accounting for 1 2% of
plebal trade, China thus surpassed the United States (3,91 wrillion
U5 dollars) and became the worlds largest trading nation. In
addition, the total imports and exports of 4,16 trillion U5 dollars,
including 1,95 trillion dollars in imports, has made great

contributions to global economic growth.

Mot only is it the first time a developing country has won the
championship in global trades owver the past 100 vears, but also
another breakithrough of China after becoming the world's second
largest ecomomy, the largest foreipn exchange reserves and the largest

{"!{pl.'lﬂl?'l'.

Cwer the past 30 years, Chine has become the major economy with
the rapidest growth over the world, The Government focuses on
developing competitive manulacluring industries, expanding trades

and increasing per-capita income. One of the most significant impacts
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of the policy is since 1978, more than 500 million people huve got
out of poverty with average snnual growth in cconomics of scale of
10%, which has created a lot of new opportunities for China and its

people.

With China's advanced trade development, large-scale restructuring of
primary, mundxr}r and tertiary industries, as well as industrial
upgrading, are motivated; while enhancing profit rates, benefits of
economies of scale promoted by trade growth alzo help strengthen
internationsl competitiveness; not only can foreign capital inflows
attracted by trade growih alleviate the problem of insulficient
investment and  boost growth in exports, but also  promote
propagation of advanced technologics and management knowledge;
taking advantage of labour resource, trade development creates
various conditions for exploring job epportunities,

Becoming a manufscturing superpower in the earby 218t century,
China shoulders important tasks of global manufacturing, processing
and assembling, contributing to unprecedented growth in China's
foreign trades. According to researches of THS Global Insight, China's
manufacturing outpus accounted for 19.8% of the glahal toral in
2010, surpassing the United States and becoming the world's largest

manufacturer.

China  definitely umderstands  elficient [reight  transportation is
important for promoting, maintaining and improving the status as the
warld's top manutacturer. By converging investment strategies, China
has successhully obtained some of the world's best transportation
infrastructures,
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Having High Maritime Connectivity

A country's capability of achieving economic growth depends on
various factors, including the level of connectivity between the
country and the rest of the world regarding ocean freight. Higher
martime connectivity can help selling poods overseas, and bence
making profits from the new markets,

Factors affecting a country's impaort and export trades consist of GDP
growth, historical and cultueal factors, linguistic factors, trade
imbalances, logistic efficiency, trade distances and container shipping
connectivity. By reducing wrade costs and improving market access,
container shipping connectivity directly influences the development
of import and export trades (Figure 2.

Connectivity is a broad werm, In route netwerks, connectivity refers
the ability of transporting goods from one place to another through
appropriate services with specified eosts and time, Therefore, when
shipping companies decide 10 open up new routes, inerease the
frequency of docking or assign larper or more ships to several routes,
container shipping connectivity of the country will be affected, As a
result, regular liner shipping services are crucial for the transportation

costs and competitiveness of a country,

Container shipping connectivity has positive impacts on trade sealization
andd gmwth How is the container ﬂ'tipping mru'l.t'ﬂivit}rnfffhina?

The perind from 2046 1o 2012 15 3 unigque stape since trading partners
of China have outsourced their businesses to China in 2 large scale,
leading to China's status as a global manufacturing centre. As shown
in the Maersk Group's research reports, China's container shipping
connectivity in 2012 was inereased by more than 50% 1o 136 when
100 as the benchmark for the connectivity in 2004,

Since 2004, China's container shipping connectivity has been far
higher than both the global median and average. In 2002, China's
container shipping connectivity was |56, while the global average and
median were 24 and 13 respectively. It can be sald that the high
contamer shapping connectivity of China has raised the global average
greatly (Figure 3),

04—z EnES s RERERESRELE 3

2004 2005 2006 2007 2008 2000 2010 2011 2012
BN BLEEEES

10
11



B TSN SRRSO, Wy
EEF AR T WS, FETAE SR EELESH
T, EUESER. EoRR sl ogEsEEOS, F14
frFE, Hemdd bdEmEdE, 200120115, $EED
A ERHCS00% .,

At —EsY, BiiEqb b ITaiaE BTN, Tl dk
FEMG AN (R EL S SRR S, (T T ol Lo A 1 ) L el i
EEY. \WREEN, MEIHIA, HREFKESR
(1) 2 ) M) LR 146, BT TEL,  H-hR000TEUEL 5 &k
107. 34 TE, SR B @M. SR8 admw T
MRdFm s 8, Wil EFEEEAM0ENERAgLR
17T8B A TEY, R Lblg4ce54. 5%, HhR0ooTEUEL LB A ey
GaBATEC, RIEHHEEIT. 6%,

W AR K I AR B, HAT, RERETH K
H#omMedAtETE. B (20029 HYER R
HOEGE, @EN12FFE, FERH RS T
HER AR B 241 50, T BT R R R Rl 5 ) b
JE153 . AhasE A BRI B AT 5 A T a2K, AT
e AE R RERHERRELFATE, FATE. A
T I — R RS s R SRR, ek
EFFME . B, FEDSS SR TSR R
WoRIBERR S, SR O R, RIS, @A
o R A Al R BT e M R, (EMRIRSET .

B rEEETREE

SEILE PR A R R R e A S
FAREa g, ME A RANER LR SREn B0 — T
BRI R AL, TR A ) B AR R SR L BT B B A

SR, PEERERHEEERE A EEEML,
2004201247, PEE—FRER . BL, EdEH
BT104F, W Hnmm R R SRR A M O &
TEkt AR B AR, TR KM LT
HREOMENEEMEERE., LEE2 0N FHMAEE?

it AR R EE, 200, PEARBEER
464L T 0 20124, o (R BT A 8 LL 200458 18 0 1963544 %
Jo. AT R, 200420012, P EBEEHA
EERE S TN, (20 EE s, N TR
W B Eiese0{ T (B4 .

42 00 L T (L i i v D IO 1177 5
NTRE, WM FEAHEERELH .

As mentioned, container shipping connectivity depends on transport
capacity, moutes, ports, competitions among shipping enterprises and
other factors, Converging investment strategies. China has improved
all parsmeters vequired by container shipping connectivity in different
aspects for achieving world advanced levels in this regard. Today,
China has many of the world's major container ports: seven out of the
ten largest and most efficient contaimer ports worldwide situste in
China, including Shanghal and Hong Kong. From 2001 w0 2011, the
contamer throughput of ports in China has been increased by 5040%,

In respomse to the tresud, shipping enterprises start using large ships.
With high econemies of scale of large container ships, more goods can
be shipped with lower single container cosis. According to the
statistics. of Clarksons, there wene still [ 468 million TEU for
contziner ship orders planned to be delivered in the vear by | March,
Up o 1073 million TEL awe for ships of more than 8000 TEL,
accounting for 73% of the total delivery: Considenng such factors as
delmved order delivery and ship dismantling, it is expected thar the
total transport capacity of the container ship team will reach 17.88
million TEU ac the end of the year with a vearon-year growth of
4.5%. 6,58 million TEUs arc for ships of more than 8,000 TEL,
where (he year-on-vear growth s about 17.6%,

China is the world's largest container generator, The world's 12 lagest
shapping companies have already entered the market of China,
According o the data of "2012 Report on China's Shipping
Development”, there were 241 enterprises with International
Shipping Licenses in China by the end of 2002, 153 Chinese and
forcign enterprises in total have commenced businesses of container
shipping in China, 42 whelly foreign-vwned shipping companies and
225 branches were established by foreiym companies; seven whellv
forcign-owned container shipping companics and 73 branches were
set up by foreign companies. Gaining a dominant position in an
attractive market with rapid growth like China, intense competitions
among shipping enterprises have been sparked. Busy route networks
have been built up between China and the world's major cconomices
for frequent and reliable connections with pans worldwide, implving
shipping enterprises in China can import and export goods day and

night to provide convenient services for clients.

Maritime Connectivity Brings High Values

Factars for achieving good container shipping connectivive, including
competitions among enterprises, economies of scale, frequent and
reliable connections and efficient ports, help minimize transportation
costs and hring pesitive outcomes of trade growth.

Today, China 1s shesd in respect of container shipping connectivity
with further consolidation of its status from 2004 to 2002, What has
higher contamner shipping connectivity contnbuted to China's imports
and exports over the past 8 to 10 years? To what extent can good
container shipping connectivity or other factors be rewarded for the
stromg growth in China's Toreign trades?
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Referring to the data of the World Bank, China’s trade wvolume
reached 9648 billion LLS, dellars in 2004; in 2012, China's trade
value was increased by 19633 trillion U5, dollars when compared
with 2004, Anslvses of the Maersk Group showed thar China's
container shipping connectivity was Increased by 56%, and hence
353% prowth mm China's wade value, which was equivalent 1o 686
hillion L5, dollars (Figure 4).

Mot onlv contasiner stupping connectivity helps China in archiving
transportation of products for import and export in & large number,
bt alsi brings more trades (o Ching i two aspects:

In the first place, transportation costs have been teduced because of
coonomies of scale, higher meguency of services and more intense
competitions, boosting the abilities te open up new markets and
consolidate existing markets, The results shewed that every 109 groweth
in container shipping connecivity would bring 6% growth in imports
and 9% growth in exports of China, imphang improved  container
shipping eennectivity has caused 30% and 200 growths in imports and
exports of China's products vespectively The corresponding wrade is
around B56 hillion 1.5, dollaes, e, 35% growth,

Secondby enhanced container shipping connectivity reduces negative
impacts of distances as trade barders for further improving container
shipping connectivity  itsell. The higher the container shipping
connectivity, the fewer impacts distances have on China'’s trades. The
results prove that reduction in China's tades caused by distances is
ondby half of the impuacts on global trades.

Reflected by the cumulative impacts of container shipping
connectivity on China's mades from 2003 to 2012 (Tigure 3 and 4),
there were 4% and 3% growths in import and export trade values
respectively i 2005, 12% and 6% growths were brought w import
and export trade vilues respectively in 2007 in 2000, there were 22%
and 31% growthe in import and export trade values respectively; there
were 28% and 3%% prowths in dmport and export trade vabaes
respectively in 2012,

From China's experience, enhancing contamer shipping connectivity

can unleash the potentials for stimulating coonomic growth, which
creates values for soclety and brings commercial opportunities,
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YIBA: Momentum for Yantian’s Port and Logistics Sector

NGRS (REERERRELARARD

By Jimxiang Li (Yantian International Container Terminals Ca, Lid. )
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Guangdong Province's only off-dock integrated bonded area

On 22 Jamuary 2014, the State Coundl offically approved the
application scheme for the Shenzhen Yantian Integrated Bonded Area
(YIBAY ¥YIBA integrates the land, resources and functions of the
Shatoufiao Pree Trade Zone, Yantian Port Bonded Aress and Yantian
Port Bonded Logistics Park, and is the second area of s kind 1o be
authorised in Guangdong Province. It is also the province's ondy off-
dock integrated bonded area {IBA).

IBA enjoys the same policy advantages as those afforded other
bonded port areas, a5 well as the same high level of openness and
maost af the same incentives and functions.

YIBA enhances Yantian's port and logistics functions

Yantian: largest off-dock warehousing and international distribution
centre in South Ching

In accordance with the "12th FiveYear Plan on the Development of
Yantian District™s Porr & Logistics Sector”, the port and ]ngiﬂ'.'iu::i
sector 1 committed to providing the international transshipment,
distribution, procurement, re-export trade, and other higheend and
value-added  services  needed o heoome 3 major  international
procurement and distribution centre, commodities display and trading

platdorm, and import commodity bub in Soath China:

Off-dock warchouses can be divided into bonded logistics parks,
export supervisory warehouses, cold stores and general warchouses,
Mumerous companies, both domestic and international, currently
have warchousing facilities or engage in logistics activities at Yantian,
They imclude the Yantian Port Group, Cinbul Investment, Kerry
Logistics; Global Logistic Properties, COSCO  Logistics, China
Shipping Logistics, DAMCO, APL Logistics, NYK Logistics, DXHL,
Mippon Express, U5, DB Schenker TPanalpina and Shing Kee
Godown, among others. Yantian's toral warehousing area in operation
tedals 1.2 million m2, and total exporr and import cargo volume
amounts te 500,000 TEL, making it the largest off-dock warchousing
and imternational distribution centre in South China,

YIBA's approval has doubled the "Port-Zone Interaction” area that has
been implemented in conjunetion with Yamtdan Port sinee 2006,
According to the interim measures for the management of [BAs
announced by China’s Genersl Admindstration of Customs. the
industries that can be developed within such areas include the storage
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of imports, exports and ather goods without customs clearance,
International re-export trade and procarement,  distribution  and
delivery, international transit, testing and afier-sales repair services,
commuodities  display, research and  development, processing,
manufacturing and other services approved by the Customs: Once
YIBA commences operations, Yantizn Port will upgrade its logistics
monitoring facilitics and optimise its regulatory mechanisms, Hence
the resouwrce integration and interaction between port, logistics and
processing activities in the Yantian Port Bonded Logistics Park and all
bonded processing arveas will provide favourable conditions for
industry upgrades in Yantian Districe.

YIBA expands porential of port and logistics seccor
Promising future for multinational delivery and MOCC services

YICT has positioned itself as the hub for trans-Pacific long-haul
shipping services over the past two decades. Purther, drawing on
Guangdong Province’s long history as a centre of foreipn trade, the
warchousing facilitics adjoining Yantiazn Port hawve become important
bases for international traders and multinational buvers in Sooth
China,

After YIBA commences operations, Yantian's port regulatory
mechanisms will be readjusted and upgraded. and its monitoring
efficiency will be enhanced. The ultimate result will be the
transformation of the port and logistics sector from export-orentated
distribution centres into global procurement centres offering both
import and export facilities. Large volumes of foreign products will he
able to enter YIBA via Yantian Port for consolidation with demestic
products betore being  transported  around the world, In this way
multinational  delivery and  multi-country  consolidation  {MOC)
services are set to become oritical growth aress for Yanoan's offt-deck
logistics business.

Mew business opportunities on the horzon

Bonded warehousing and the delivery of wine imports from France,
Spain, Australia, Canada and Chile are becoming increasingly smooth,
and the quantity of such imports as milk powder and biscaits is also
on the rise, The establishment of the Yantian [mpont Inspection
Centre will further promote the development of the import, delivery

and re-export of foreipn foodstulfs,

Cold chain logistics is another featured business of Yantian's bonded

logistics sector. Bonded warehowses designated by the authorities 1o
undertake quality supervision, inspection and quarantine duties are
the first stop for the imported frozen foodstuifs before they enter the
domestic market. With the founding of YIBA, Yantisn Port will enjoy
seamlbess connectivity with cold stores

The establishment of YIBA promises a new policy landscape for
Yantian's pore and logistes sector: New repalatory policies and the
upgrade of regulatory mechanizms will give new momentum to frport
trade logistics:
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E-commerce - Inspiratiun from the Internet Thinking

By Gu Xin

With the rapid development of electronic commerce and the advent of Internet economy, macioeconomic trends and
business environment are constantly changing. Facing strategic opportenities of industrial restructuring and "the
second pioncering’; Yantian Porl Group responds by striving to make progresses. From June 23 to June 249, it organized
an e-comamerce seminar on Xixi Campus of Zhejiang University.

Based on the study of innovation hotspots of Internet industry, experts from Zhefiang University, Institute of
International Finance, AliExpress University, Alibaba Business School and Research Center, gave lectures on methods
of applving Interney thinking in tradidonal industeies by discussing topics ranging from fronter theories of e-
commerce and the Internet to Zhejiang Internet business development models and Zhejiang e-commerce companies’
actusl cases,

Started from the cady 19908, e-commerce has enteréd into a matore period. The vigorous development of the 3G
induces the formation of whole network e-commerce ¥5 era. Moreover, e-commerce has received attention from top
leaders of the country, and it had been elevated to the national strategic level. More relaxed envaronments, broader
markets, faster circulating rates and lower prices that betier suit today’s requirements, all these features make e-

commerce perform better than traditional commerce.

Meanwhile, with the sdvancement of technologies such as the mobile Internet, big data, cloud computing, Internet
thinking is a review of the market, users, products, enterprise values chain and even the entire business ecosystem.
Today, Internet thinking has grown into the fundamental way of commercial thinking in contemporary socicty

How does Yantian Port Group apply the Internet thinking to traditional industrics to cope with the changes in the era
of big data and cloud computing? How does it integeate its own advantageous resources using e-commeree thinking in
the extension of industrial chain to create new models of development? Based on the learning and training , people of

Yantian Port Group have t'iguﬂ:rl Ul 3 MEW Way:
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EXPLORING PARTICULARITY IN STABILITY

AND CHANGING FOLLOWING THE SITUATION
—SHALLOW INVESTIGATION OF THE DEVELOPMENT
IDEAS OF GROUP INFORMATION INDUSTRY
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By Zhong Hai (Yantian Port International Information Ce., Ltd.) b, REMTHE, K1 ﬁkﬂﬁﬁéﬂﬂ' 1) 'ﬂ'ﬂﬂﬁﬁﬂ

When the prevalence of the maobile phone tyeoons mast of us used before is cooling down, like Nokia
and MOTE, and the sweet memory of Kodak in the childhood is gradually vanishing; when the study
and game accompanied Panasonic and Sony are strugeling hanﬂ:,r - the tyeoons that seem o be always
standing fall dewn with the body stll warm, or vansferring themselves stagperingly; when Google,
Facebook, Tesla, these tycoons appeared, and we unconscioushy find that the litde penguin 00} has
grown up with over trillion HKI) market value, and Alibaba is planning to appear on the market in
dispute, with nearly over 150 bitlion dollars market value, and fumei, who has been established for only
faur years, possessing nearing 4 hillion dollars market value when appearing on the NYSE. When Vanke,
Haier, the traditional industries are positively studving from the internet to achieve their transformation,
ansl many domestic ports are vigorously developing internes indusiey and finance industey.,, all of these
are telling us with calm truth that it is & time with dramatic turbulence:

All of these appear here and now, All of these cannot be avoided by anyone and the enterprises have on
ather ehoice but 1o change
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1. exploring particularity in stability and changing following the
situation

Realizing that we are in the age with fast change, we must think about
that — changing or ignoring, or regretting about it after vears? And
how to change— taking our time o taking changes hurriedhy and
Blindly?

(1} The general strategy of transformation:

Taking fully use of the regional advantages, tightly prasping fself
resources, property scale and the industry characlenstics, being active,
positive  and  keeping stable,  coordinating and combining  the
transformation at the right time and in appropriate scale, endesvoring
propose the process and grasping the great-leap-forward development
opportsnity

(2} The general content of the transformation: thinking, management
and industry

I. Thinking transformation

Internet thinking is the hot word in recent vears and it was put
forward by Li Yanhong of Baidu, and was collected and developed by
Lei Jun of MIUL When discussing and explonng the development
problem with traditional industry entrepreneurs, Li Yanhong Grstlhy
referred to "internet thinking", and he said, we entreprencurs should
have the internet thinking in future, may be the career you occupied
in i not the internet, but you should gradually change vour mind to
be similar with the mode of internet. Lei Jun thinks that the internet
thinking is the combination of astention, perfection, public praise and
fast, among which the core is public praise, and the eore of public
praise is “exceeding user's expectation”. There are many other ideas
abowt the intermet rhinking, like wser, hrief, perfection, iteration, flow,
hig data, plarform, transhoundary and so on,

Allin all, the enlightenment to us i= that not onlby the internet has the
internet thinking, but also the internet companies do not exclusrely
possess the internet thinking. Traditional enterprise can imitate the
internet thinking 1o wake an inspection refresh, and taking the deep
thinking and mederate transformation to themselves on the levels of
stratey; hus:m:ss, organizition, etc.

For example, we do not have many direet users in the wharfs because
that we are joint venture, and iU didnt peed too much attention
betore.  Towever, from the anpgle of cur whole ecosphere, the
prosperity of the wharf is clesely interacted with the amoung, guality
and viscosity of users, especially under the environment that the
situation of south ports of China s verging to  vehemence,
Caonsequenthy, we can borrow the thinking of “platform” and "users”
in the internet thinking and regarding the whole Yantian port and
portsurmounding area as a big platform and starding from the
orientation and perspective of the operator of port platform, together
with all the partners and the participators of coosphere, we intense
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the resources, comb and optimize the chain process of all the
husinesses, constantly improving the whole operating efficiency;
reducing the overall cost, clinging the huge users group of Pan-Pear|
River Delta and users laking dealings in internet, ereating values for
them and bringing them better experiences, and  increasing  the
regional competition of Yantian port. Dachan Bay area and Tsuen
Wan coal wharl are in the similar way.

2, Transformation of management

As the process carrier of business, information can bring specification,
transparence and high efficiency, We can give high attention and take
use of informational measures to promote the improvement of
management. The assisting effect of information to management is
divided into three levels:

Efficiency improvement. On the level ol business and work operation,
taking use of information system to carry the business and workfow
is convenient for searching and applying at any time any where, and
making data, file, knowledge and workflow can be organized in the
bundle shape, and can be shared and operated exactly and intensively
in the crosswise of department and enterprise and in lengthwayvs of
group and its subordinatcd companies, deceeasing the repeated and
manual works, This work can be achieved by constructions of bumndle
shape A, WAN construction, wvideo conference,  information
foundaticnal stracture and so on,

Management improvement, Taking use of the last and specified
characteristics of information, in management organigation, we can
stably explore the way of making some businesses more flattening,
and making big enterprises equipped  with the  flexibility and
innovation characterdstics of small company We can research and
combine the business process optimization in management procedure,
on the one hand, as the carrier of husiness process, information can
connect the isolated sub-process, for example, the reimbursement of
OA examanation and approval can be guided inte the ERP system,
which improves the efficiency and accuracy of the whole procedure;
On the other hand, information makes process clear and distiner, it
can stably inspect the optimization of all the business process after
accumulation. In the management held, applving information system
on human resources, finance and each special subject management to
promote the achicvement of the management way that original
manual work is hard o realize, like knowledge management,
comprehensive budpet management, BT financial  statement
exhibition and so on.

Add decision making, Just like what Druck said, “The purpose of
information 1 not mastering it, but adopting appropriate actions”, At
the same time of implementing application svstem, based on the
accumulating data, we establish data warchouse, data mining, even
big data application, and construct all kinds of data moedels, through
business intellipent construction te achieve the “cockpit of
manzgement” and to let all the personnel on each level of group get
expansive and intensive busimess analvsis, from staff  situstion,
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financial analysis, profitability prediction and other management
analysis to the analysis of business operation,

A, Industry ransformation

Having a look of our neighbor Vanke. since this year, Yu Liang has
leaded the senior managers of Vanke intensively wvisited Tencent,
Hajer, MIUIL, Alibaba and other internet enterprises up-to-the-
moment. In the imtermet Ume, Vanke played as the leader of
enterprise transformation again. This phenomenon tells us that the
traditional enterprises are faced with internet period and  should
actively pursue transformation ndeed,

There are two problems we actually faced with in the industry
transformation: the transformation and upgrading of traditional
industry and laving cut the port information industry,

The updating and transformation of traditional industry. Some key
words of updating and transformation: client orientation, platform,
value chain, channel, (220,

Thete are two kinds of users in each industry plate of our group: the
first are the participators of supply chain and exesphere. the second
are the traders and customers gathering in the port-city-integrated
new type commereial clrele geadually forming in the back land area,
Group should tender high attention o users, attract and  cling
customers, and from the angle of big port-surrounding  platform
aperation to integrally lay out and constantly intense and optimize
the whole regional resources, reducing the transition ad operaton east
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of each link and chain, continuously improve efficiency; the whale
region competition and the value space, Consequenthy the group
should locate itself as the resowrces integrator, operator, distributor of
portsurrounding industries platform. When the pladorm gathers
users, we research how to prolong the business and value chain and
how to construct 2 new husiness mode.

One ol the impacts internet brings (o traditional indusiry s the
subversive influence to the channels. Channels changed from mult-
lewels and a.gq:.nqr—:wr}r]c ta direct :u:l'li'ng and p.'lxt type, middleman,
agency, and other middle tones definitely will decrease and even
disappear, Consequently, indusiries of proup invalving channels and
agency should take lavout in advance to meet emergency and adapt
the changes of internet channels and order-oriented flexible
maAnEgement,

Combining the port platform eperation and flat channels, to the sreas
of port-city integrated construction in back arca, like Yantian, Dachan
Bay, combining the agriculture cooperation with Alibaba, as the
integral design of group commeroe and logisues, we can take actively
D20 blending exploration in Yantian, Dachan Bav, Futisn Pree Trade
Zone and other arcas,

Laying out the porl information industry Layving out information
industry s to take port and supply chain information industry as ong
of the main industries of group, cu.]tivatlng and accelerating its
development, making it the new source of income and benefit, and
through the development of information indusiey, we bnprove the
integral resources value of group port and surrounding ports. Details
are cxplnim‘.d as follows.

Il . Determinedly moving forward and pursuing leaping
development

(13 The development onentation and direction of  information
industry

I General orientation and guiding theught

To lay vut and develop port and supply chaln information industry,
on the one hand, we should cultivate the new group industry, on the
other hand, through the development of information industry, we
promote the efficiency improvement of the whole region. For this
reason, group can take the information company as the prasps of
laying out the information industry cultivating the information
company ta be the superior port and supply chain comprehensive
information operator, Connecting all of port and  providing pood-
guality internet service through innovation. improving the sffcency
of supply chain, reducing dealings cost, assisting to promote the port
transforrnation  and  upgeading, creating good  port-surrounding
commercial ervironment, improving the solt prwer and constructing
intellipent bay area.
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2. Intensively optimizing the ecosphere resources

The purpase is to achicve the best optimization of integral resources
in the whale port area. Through information, we connect the port and
port-surrounding areas, back-land ecosphere and all the industries and
participators in business chains, and we try to connect the locations
af wharf, transportation, sca-railway, warchouse, storage yard and
other areas, lactars of cargo, traller, case and so on by internet in time,
transparently, rapidly and we coordinate and optimize it as a whole:
Such az the sutomatic efficiency and information integration of the
dock bayonet and gate, sccurate information and route eptimization
of the ark, cases deplovment among storage yards, shipping ability
balance of trailer and the matching of cargos, connection of
transshipment  with the barge in Hong Kong, weather and
transportation condition and so on, from 4 mare macroscopic angle,
there are issues of integral resources coondination and optimuication of
Yantian port and other ports in Shenzhen, coastal zone, wharf area in

Hong Kong, et
3. Improving the operation efficiency of the value chain

The advanced wharf operation coexists with the primary commercial
enviranment and logistic service in the Yantian port area. At present,
the operating efficiency of other wharfs in southern part of China
holds a line with Yantian wharf, but the operation fee of Yantian
wharf is higher owver 20% than others, under the situation that the
hack-land comprehensive commercial environment isn't dominant, it
is urgent o coordinate, optimize, transform, and improve thal as a
whole, and improving the operation efficiency of value chain

The phenomenon of “information isolated island” is very serious in
the whole process of supply chain in Yantian port, business, data,
information cannoet be mutually shared and contacted, and there are
so many agency and manual eperation links (seeing from the people
flow situation of Harbor Building and Yantian Intersational
Building), which aifect the eireulating speed of information and the
transmutting quality, and eventually leading to the whole efficiency
decrease of the supply chain,

This is the field that the information company should be
continuously exploring and developing. Taking the products fast
cleared by the customs as the ml‘n]}lﬂ:r the owners of cargo in the
hack land of Yantian are faced with customs clearance, customs
inspection, ship agency, wharl payment and other all kinds ol port
and custom affairs, the whole process needs to fice many roles and
links, and the data needs to be input repeatedly Through the
camnbination of above data, process and business, the products that
fast cleared by the customs of the information company provide
convenience for cargo owner and users to manage all the issues one-
stop, which significanthy improving efficiency, reducing the port and
custom affairs fee by neardy 30%, and avoiding the occurrence of
mistakes caused by repeatedly input of data.
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The sea transportation straight-in products of the same information
company achieve one time declaration, inspection, pass, and directhy
shipping at the wharf in Pingshan and ather specially supervised area,
the specially supervised area transforms its mode o the customs
clearance mode, which avoids the repeated check and other repeat
process and additfonal fee. In the next period, we can interact with
other industry plates of group, integrating and exploiting - client
resources, providing more comprehensive one-stop service for cargo
owners, exploring the fast customs clearance for hig customers
theouegh self-help internet, and further elevating efficiency;, combining
“dey por” and sea-railway combined transportation, strengthening
the murket promotion, extending the efficient and super Yantian sea
tramsponation service to the Pearl River [Melta and inland area,
attracting larger potential space of goods resource for Yantian port

Above cases provide convendetice, secunty, and saving money for the
participators of ecosphere in the hinterland of the port, which actualby
improving the integral cfficicney of the sea transportation supphy
chain, reducing the comprehensive operating cost, keeping wharf's
comprehensive competition.

4. Enﬁching the regional commercial activities

Ar the same tme of pulting forth effort on improving the operation
efficient and reducing cost, we ennich the regional commercial
activities constanthy and build new business moedel. For example, the
cross-horder electronic commerce is booming in China, the group
should properly carry oul the crossborder elecironic constriction, On
the one hand, it can avord the potential loss of contamer volume i we
domn' get rna.d:..r far the chﬂ.ng{: fram alrport 1o the sea transporLation
when the cross-border electronic commerce forming stable batches;
Omn the other hand, the booming cross-border electronic commerce
owns many business model opportunitics in the aspects of import,
export and the customs clestance service, We should catch the
Opportunities,

In the same way to sclve the condition of lacking finance support
from the medium small and micro-sized enterprises in Pan Yantian
Ports, we take those steps. First, we need to develop the e-payment
based on the Yigangoon platform and bring the logistics, fael
charging, and e-business into the e-payment range, researching in time
and cooperating with the third party pavment or independenthy
applying for the license plate, and collecting caplial twough e
pavment while carryving out financing pavment; Second, we build data
mode]l after data analysis to study the credit assessment and risk
control svstem construction, include the transaction condition and
commercial setvity such like the operating receipl, the value of
exports, the storage rent, the fuel charge and so on; Third, based on
the tow points above, we make further study on financial deal
structure and  build  financial service platform, o cooperate or
construct Yantian Ports online financial service and search all kinds of
similar financial services.
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5. Port enterprise informatization

We take the information company as the general contractor and the
aperator of the information system construction of the group
informatization. On the one hand, it could make unified plan, unified
structure, unified standard and unified implement for the group
informatization system to protect the constraction of it and improve
the collective information application. On the other hand, it makes
the talents intense and efficient while coltivating the member team
and the information COTPany:

6, Integrative development

To sum up, the integrative development of information companies
consist of three business plates,

Wharf informatization. We keep working on the foreign business
information port platform Yigangoun deeply and particularly At the
same time, we relate to other systems to make the resources intense
and optimized with systemarically copy of the work as the group
develops.

Industry informatization. We apply BI, ERF, CRM, intellipent park,
OA, network engineering and video session and other information
systems for the shareholders and ecosystem units,

Supply chain informatizativn. We provide newly-developing platform
and product to the whaole ecosysiem and the supply chain, for
example, the cross-horder electronic commerce, the supply chain
finance, the commodity exchange business, all kinds ol one-stop
integrated platform of the supply chain and so on.

Theretfore, the business of information company includes the platform
aperation, providing the product, operation, outsourcing,
consultation, project and the operation of the project.

Whele country oriented. For one thing, we develop with the group
while propelling and copving the information solution; For another
thing, the information company will actively pursue the development
opportunity in other areas by itself,

(2} Modes and wavs of information industry

As it was mentioned, the information company should develop inte a
internet corporation which provides information service of high
quality to participants of the Pan-peard river supply chain,

1. Some main modes and ways of developmment

First, we should rely on cur advantages. Depending on the superiority

of Yantian Ports and the deep pockets of the sharcholders, we could
develop our ability of knowing well of wharf business, In the context
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of confirming the relisbility of the foundation of survival-the port
forcign information services, we optimize the product design and

service 1o build a first-class information platform of supply chain.

Secondd, strive to resources. Taking the channel, the permission, the
license and the policy related to the port information as- soft
resources, we try in different ways to strive for the advantage of the
sofl distinctive location,

Third, powerful combination and development of alliance. We work
hard for build common development and co-existence and comman
prosperity platform, then the alliance development with participants
from ecosystemn and business chain and finally contribute to a targe
seale rapidly

Fourth, finding a made and learn it quickly We quickly learn and
copy the development mode and experience of some company which
develop fairly well. Through buving and piving percentage to some
products which are already well applied, we can development the
business quickly Meanwhile, we should energetically copy and
peneralize the successful product of ourselves.

Fifth, looking forward o leapfrog development. With proper
opportunity and condition, we can use acquiring firms properly and
strategic investment or other ways of leaplrop development Lo expand
the firm scale and get into new srea of business or get talented person
team,

Sixth, internet mode management, The group poverns the
information  company and manages the company cualture, the
organization design, the incentive measures, the salary structure and
performance assessment as a Internet company. It oalee need 1o
contributed enough capital to the information company and permit
the firm to do fnancng in different wavs.

2. To be the most powerful information company of port supply
chain,

Under the support of group pusdance, imvestment of the sharcholders
and  brother enterprises, the information company  aims io
dramatically promote the company values and 10 be a lead company
of south China and a powerful information company of port supply
chain, as well as an indusery leader which can attract the investors. In
the aspeet of governance structure, we use diversity of equities to he
an exploring platform for the company to manage and Innovate, At
the same time, we own the splendid product and solution, the
platform with great scale. the good financial index, the efficient and
standard management and function of investment. It makes our
company o be a platform of investment information industey. We
strive for being a well-developed new industry plate, the sipn of new
income and the profit growth point of the group,
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Yantian Cross-border E-commerce Demonstration Area built by Yantian Port Group
combines modern logistics with modern financial forms, supports cross-border BMB
seltlement and owns an infermation platform being linked to customs, commodities
inspection, State Administeation of Forcign Exchange and other regulatory agencics,
which is built into a cross-border E-commerce international settlement and logistics
center to solve the existing settlement and customs dearance problems, and to build a
good ecosvstem for the healthy growth of cross-border E-commerce,

BRERNARRR N

ANALYSIS OF STATUS QUO AND DEVELOPMENT
OF CROSS-BORDER E-COMMERECE

M/EW (BRI R ED
By Lv Zhe (Yantian Port Intenational Information Co.,Ltd.)
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I. The Background and Status Chuo of Cross-border E-commerce
1.1 Macro-background

In 2008, infleenced by the downturmn cawsed by international
financial crisis and people's concerns about exchange rate, capital and
other risks, traditional foreign trade orders gradually "fragmentized”,
prome to be shors, small and fast, and the forms of exported goods
also evolved into “packet” [rom “container”, Some domestic small and
medium-sized companies subtly grasped the trend and sold goods o
foreign end users actively through eBay, AliExpress, Hgate and other
cross-border E-commerce platforms, or even the platforms built by
themsaehves,

The mode direetly extends middleman link of traditional foreign trade
to retail link, breaking ihe munupﬂ.ﬂizaiiun. of previous foreign
channels such as importer, whelesaler, distributor and even rerailer,
and facing global consumers and individual revailer directly, s profit
margin reaches more than 30%, which is 10% higher than profit
margin of conventional foreign trade. Gemerally speaking, compared
with intense competition amoeng domestic E<commierce, cross-barder

E-commerce is still a blue zea and has huge potential,

1.2 Basic Concept of E-commerce

General trade refers to the unilateral import or export trade of
companies with import and export operation right in China, and the
poods imported and exported according to trading modes of general
trade are the goods of geneeal trade. For the goods of general trade
imported  and  exported, customs  procedures can be  transacted
according to general import and cxport supervision system, then they
are general impaort and expont goods; the goods of general trade can
also enjoy specific tax reliefs and their customs procedures can be
transacted according 1o tay seliels supervision system, then they are
specific tax-relief goods; the goods of general trade can alss be bonded
after the approval of customs and their customs procedures can be
transacied according to bonded supervision svstem, then they are
honded goods.

E-commerce vefers to trading activities of prodoces and relevant
services conducted in the form of electronic trade on Internet,
Intranet and Value Added Network (VAN). It s also  the
electronization and nc'tvmrklng of different links of traditional
commercial activities. E-commerce can be divided into Business-lo-
Business  L-commerce (B2R), Business-to-Consumer  E-commerce
(RZLC), exe by trading object

B2E export (including small whaolesale and retadl) s the most active
part among cross-border trades. which takes on the trend of high-
qu‘:‘d growth in the past three vears, Cross-border B2O trade mosthy
adopts the form of private mail because of large number of batches



‘ﬁ*ﬂDrEWMEﬂﬁiﬁﬂﬁ . T AR
(TN EE,

1.3 BERREHRELER

HHRTEHETHNEEHFIERRE, REMLLEE
MR GET R R . R ek, H bt
WOCE R A, R O AR (1A AT R sl AT
WCER, —SR-riSMes HiElu g FRIEER, 52
a#xmxnm oAl r R SRR B TERE A
f Fe

HEWEAFHERESNHELW . B2C(Business
to Custamer)— 8 tH 1. B2R2C{Business to Business
ta Costomer) fEFEH . B2B{(Business to Business)—
i g

P HE S b AL 1 55 T LB M R R R R SR
F. FEIEH A, MR RS, BRAERE. SN
EGHIERIE. RCFEREAY SR, T RS AT

970, )L O P T S P o R R
201348 H ., ESRHEEHSESMT AT Ll R4
FHSEHHEOFRECEMAELY (EH% (2013 89
S . BER S REE S R b R, RS,
(1) MERrESRnaEEd: (0 Brdfisdn
B E AT s, (3 BRSO
PSR A, (4) EFEFHR-FIEE Ok R YREsI
m}ﬁ@ﬁﬁﬂﬁﬂxﬁﬂﬁﬁ%ﬁ@f&%ﬂﬁxﬁm
£, (6) THEMBRLFWEHOMBREE, (D ETd
FTREHOBIERE. Bl bbb P hmsEsk r LS E nd
defEiise, MRS RAHCSFma RS, B S EBEE
F TS 1l SR R Y

201445 H, EEHEMAG (X T EHFFTBREMNENET
mRy . CEAE [2004) 1950 BB FAEBELEAST
BEEEA. CE 0D B S TR s A il
(1) FAHAATER, FBRRSHBRE, §F RBESHE
M, B ERE" MFEBRULMEN: (2 d—-FLERE
FRuE, mdES b, R, —ddyr o BE
FIMGERE S O F RSN R, SRk nin, (3
N R, HEUEHE W B AR TE R, B AR %,
bl b B, o4 Bsssbdlldreh, ke
EREE . N F R Al e, B S el R
B, M, MM, BB MR, B

ck and exchange collection can't be
statistics recording of porn departments is
by lhd.'. The pilot project turns private mail
goods” i the form of “reviewing and releasing
aveording to list, summiary reporting”, which not only makes business
entity get duty drawback but facilitates the management of function
departments of port.

1.4 Basic Situation about Cross-border B-commernce

Cross-horder E-commerce hasn't had normal domestic channels yer,
maost transactions are conducted in the form of postal parcel. It not
only increases costs but also causes foreign exchange settlement
problerms. Some E-commernce websites have to settle through illegal
private bank because national exchange currency departments don't
accept the foreign exchange settlesent in ways of express, which
brings huge risks to the operation, In order to change the curment
situation, customs pushes the estzhblishment of E-commerce.

The service content of cross-horder trade E-commeroe includes: BEC
{Business o Custemer) gencral export, B2BZC (Business 1o Business
to Customer} bonded export and B2ZE (Business to Businesz) general

EXPOET.

Cross-horder trade E-commerce can focus on solving two prablems:
improving cesrance efficiency, fowerng trade costs and  solving
settlement of cachange of forcign trade E-commerce and  duty
drawback problems; improving service level of customs management
in response to fast growth of eross-border express and number of
mails.

Currently, breakthroughs are made constantly on the industeial
policies about cross-border E-commerce. In Aupust 20013, State
Council gave away Opinions about Carrying Out the Policies about
Supporting Cross-border E-commerce Retail and Export (GBF [2013]
Mo, 89} to Ministry of Commerce and ather deparrments to make
seven support  policies about  E-commerce export clear, mainly
including: {i) fnalizing the business entity of E-~commerce export; (1)
establishing new customs supervision madel of E-commere cxport
and conduct statistics of special items; (i) establishing inspection
and sapervision mode of E-commerce export; (iv) sapporting normal
settlement of exchange and exchange collection of E-commernce export
companies; [v) encouraging  banking  imstitutions  and  payment
institutions to provide payment services for eross-horder E-commerce;
{vi) carrying out taxation polcies suitable for E-commerce expaort;
(vii) cstablishing E-commerce cxport eredit system, The above seven
aspects solve the problerns of E-commerce companies on customs,

inspection and guarantine, exchange collection and settlement of

exchange, and clears the ahstacles of E-commerce export companies
om enjoying export rehate policies,

In May 2014, the State Council issued Some Opinions about
Supporting Stable Growth of Forcign Trade (GBF [20014] No. 19)
coming up with sixteen measures Lo support the stable growth of
foreign trade. The policies are put forward by Opinions aiming at four
aspects: (i) concentrating on optimizing the structure of foreign trade,
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supporting the development of service trade; expanding the import
and export of service and exerting the stimulation effects of "going
out” trade; (it} further improving trade environment, comprehensively
promoiing “one application, one inspection, one release”, reforming
and standardizing operational service and charging of import and
export links and meducing companies' burden; (it} strengthening
pelicy guaraniee, boosting RMB settlement of cross-berder trade,
improving financing service and widening channels of import and
export companies; (iv) improving the competitiveness of foreign trade
companies, supperting the development of foreign trade companics
including private enterprises, small and medium-sized enterprises and
other foreign trade companies, instructing foreign trade companies in
structure adjustment, merger and restructuning and improving guality
and effectivencss, accelerating the construction of production base of
[oreign trade, different trade platforms and international marketing
wiehsite, introducing facilitation measures of cross-border E-commerce
teade, supporting the development of comprehensive foreign trade
service compandes o provide professional export service for small and
micTo companics.

In May 2014, General Administration of Customs of the People's
Republic of China introduced Some Measures about Supporting the
Stable Growth of Foreign Trade which put forward 20 policies and
measures about carrving out some opinions aboul supporting the
stable growth of foreign trade of General Office of the State Coundil.
It clearly puts forward activating the vitality and competitivencss of
main  markel plavers, boosting market confidence sl reducing
companies burden. Great breakthroughs are made in the following
two aspects: (i) optimizing the environment of foreign trade, putting
forward establishang “single window”, strengthening electronization of
clearance and simplifving clearance processes; (i) reducing companies'
burden, putting forward the measures aboul “improving inspection
efficiency of customs”, applving the low stochastic control inspection
ratio to honest and law-abiding companies, pushing through central
summary taxation and cooperating to perfect export rebates policies.

2. The Potental of Shenchen Developing Cross-horder E-commernce

2.1 Industral Foundation of Shenzhen Developing Cross-border E-
COIMIMETCe

As the region with the most active censs-border E-commerce in China,
Shenzhen will be bullt into the first national E-commerce
demonstration city which was approved ]1}' Mational Dievelopment
and Reform Commission and Ministry of Cemmerce in September
200%. According to the statistics of customs  departments,
approxdimately 60% of domestic B-commerce exporters gather in
Shenehen and more than 50% of postal parcels from foreign countnes
are delivered 1o Shenzhen; the growth rate of the scale of Shenzhen
cross-border Eccommerce industry has been kept al more than 30%
since 2007,

Shenzhen hasibeen the key repion for import and export of forcign

teade. In ﬁuﬁ, the accumulated total import-export volume of
Shenrhen was 5@ 36 billion dollars; of which export volume was
3057 hillion dollars, The good development environment of E-
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commerce attracts many manufacturers and middlemen from other
arcas to set up E-commerce companies in Shenzhen, Despite the
declined g‘l."tlwﬂ'l. of the whole fun:ign trade industry since 2012, the
promoted  demands of small and  medium-sized companies  for
professional foreign trade and the increase of demands of overseas
gomdls consumption market make the turnover of Shenzhen oross-
horder E-commerce keep growing. In 2013, the total turnover reaches
1339 billion dollars with the growth rate being 151.7%, accounting
for 8.6% of total turnover of municipal E-commerce and 2.5% of the
tatal import-export volume of Shenzhen foreign wade,

2.2 The Progress and Significance of Shenzhen Developing Cross.
barder E-commerce

Shenzhen municipal povernment attaches preat importance to the
development of cross-horder E-commerce, facilitates Shenzhen cross-
border E-commerce industry to get national preferential policdes and
is expected to grab the timing of achieving grest-leap-forward
development, In September 2013, Shenzhen Tenpay and GlobalBill
got the first cross-border pavment licenses for the third pavment
institutions issued by State Administration of Foreign Exchange. The
launching of pillot projects of cross-border payment business of the
third payment institutions nor only  directly  benefits payment
institutions  invelved, but alse benelits  domestic  E-commerce
platforms and online sellers. In October 2013, Shenzhen had been
approved as the pilot city which will further perfect policy system on
pavment, clearance, credit system and other aspects and take a lead in
launching pilet work in Qianhai Trade Zone, Shenzhen Adrpert and
ather regions. For example, Qdanhal just achieved the [rst export
rebates of cross-border  L-commerce operated  under  customs
supervision code 9610 in China,

It is meaningful that Shenzhen becomes Fcommerce pilot city of
cross-border  trade. The details include: 1) providing important
appertunities  for building  Shenzhen inta International business
center and  pushing  the development of pew urbanization; )
depending on Internet and international logistics, cross-border E-
commerce breaks the previous concept of “business cirele” with the
features of all-weather, omnibearing and zero distance, absolutely
changes traditional operation modes and production onganization
formes of foreipn trade, restructures industry chain of foreign trade and
greathy promotes resources allocation, transformation and upgrading
af Shenghen foreign rrade industey; 3) cross-border trade E-commerce
broadens trade channels of companies, reduces trade links and lowers
trade costs to expand import and export volume at last,

With the constant implementation of relevant, policd.es"i‘ﬁ Cianhai, we
have reasons to believe that Shenzhen will be the core phru-\". nf
internationsl cross-horder B-commerce with Canhai as its center

2.3 Details of Shenzhen Cross-border E-commerce

Customs first adopts the clearance mode of “reviewing and releasing
according Lo list, sumimary reporting” ﬁt_t"@"x;wﬂ mails (B2C) and

succeeds in researching and d.cv:lnpinﬂ"é%u’mg: service system of
cross-horder E-commerce (BZB export), Customs:can achieve fast
e |
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review and release according too electronic list after adopting the
clearance made of export mail. Afer gonds leave the border,
companies wall regulardy summanze electronic lists into customs
declaration of exporied poods, customs can manage settlement of
exchange and rebate aceording 1o custems declaration, and relevant
data can also be listed in customs statistics,

After the innovative modes of "reviewing and releasing sccording to
list, surumary reporting”, “annexed territory declaration, inspection
andl release i the port” and other faciliation measunes are adopted,
exert Shenzhen's manufacturing industry advantages, launch special
supervision zone export and bonded import disteibution business and
pive policies support to comprehensive forcign trade  E-commerce

campanies,

The hasie situation and legistics modes of import and export of
Shenghen cross-border E-commerce, such as export mode of specal
zome, impaort and cxport modes of E-commerce parcels, transfer modes
of Hong Kong, eté In addition, Shenehen is building cross-border E-
commerce public information service platform being linked  to
customs, China Inspection and Quarantine, State Administraticon of
Foreipn Exchange and other svstems. Tt 15 not only the reporting and
filing platform  providing product information and  logistics
infermation {or eross-horder E-commerce, but also plays a role in
supervision of the trade of cross-border E-commerce snd detsils of
logistics, According to the principle of “the casier one fiest, export first
and then import”, under the support of the existing supervision made
of Qianhai bay honded port, conducr a pilot on cross-border E-
commerce export business, which has a good foundation and is easy
to make a bregkthrough on, snd make a breakthrough on import
when the opportunity is coming,

Cross-border trade E-commerce is to the benefit of Shenzhen
companies being connected with internationsl market and price
negetiating  ability improving of Shenzhen companies; the
development of cross-horder Eccommerce  retasl export, and  the
]m-.rcring of fur:ign trade costs and ﬁn.:mcing threshold of medium-
sized, small and micro companies; the long-term reservation of trade
records, which has the features of traceable source, verthiable
destination, controllable risks and traceable responsible and can
Further standardize the cconomic order of import and export market

3. Analysis of Advantages and Dhsadvantapes of Yantian Port
Developing Cross-border Eccommerce and Sugpestions

3.1 Analysis of Advantages and Disadvantages of Yantian Port
Dreveloping Cross-border E-commerce

The advantages of Yantian Port developing crossborder E-commerce
are logstics and cross-border dearance. Shenrhen 15 against [Tong
Kong, which is not only an apportunity but alse a challenge for

Yantian.

1. Yantian Port has obvious advantages in sea transportation and land
transportation, which is suitable for the impon and cxport of heavy
big staple goods The wansportation forms are various and sea
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transportation and land transportation channels distributing globally
can be taken full use of to adapr te the features of multiple spatial
and ltmpura]. highly customizable and wide demand, so il s suitable
to act as the main base of cross-border E-commerce,

2, Sea wransportation price of Yantian Pon is cheaper than other
transportation forms. When disposing the import and export of staple
goods  of cross-border E-commerce companies, cross-border E-
commerce companics have incomparable cost edge whether in total

Quantity or in single shipment.

3. Yantian Port Bonded Logistics Park and Yantian Port achieve
seamless connection, which can dispose a large number of and various
goods and meet wide customs supervision requirements. Meanwhile,
depending on the perfect sea transportation and land transportation
of Yantian Port, many sea transportation moutes and rich port line
resources, different-level requirements of cross-border E-commerce can
he met. Yantian Port has more advantages over bonded center,

4, Yantian Port has geographic edges to cross-border E-commerce, 1)
Cooperating with airport to receive and dispose some goods and
transterring the air transportation advantages of alrport intoe its own
advantages; 1) it is adjacent to Hong Kong and can take advantage of
Hong Kong's transit shipment, temporary storage function and
developed Iogistics network o address the demand of cross-border E-
commerce rapidly; 33 explore the potential of Hutchisun Whampoa,
take advantage of modernized channel resources to select companies
around the world, expand purchase channel, quicken logistics speed
and respond to business requirements of cross-border E-commerce in
real time.

5. Yantian Bounded Logistics Park can store temporarily staple
commodities in designated  warchouse, and goods are delivered
directhy from the designated warehouse after receiving cross-border E-
commerce orders (no matter domestic or foreign orders), which can
effectively improve the cormesponding speed of E-commerce. It has
steonger time edges than other arcas

The disadvantages of Yantian Peort developing  cross-border  E-
COTIMETCE Are;

1. Long=penod sea transportation and slow logstics;

2, It bas not been listed in the fest batches of pilot areas and the
suppaort of customs and other departments still needs to be fight for,

3. The foundation of a good team is unfinished. The exploration of
new affairs and relevant officials are under way. Experience is lacked

on every link.

3.2 Supgestions for Yanuan Port Developing Cross-border  E-
COMeTcs

i Fﬁuah]i_shiug Commoditics Exhibition and Trade Cenrter

The main factors invelving the cheice of positions of commadirics

exhibition and trade center: the policies about the fast dearance of
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imported commodities {(whether we can fight for the gualification of
“delivery by barches, centralized declaration”™); favorable position with
large pecple traflic. Futian Bonded Zone has bigger people traflic than
Shatoujiao Bonded Zone and Yamtian Bonded Zone, we can take
advantage of the policies of Futian Bonded Zone about encouraging
import business to fight for centralized declaration gqualification and
estahlish  commaoditics  exhibition center The sccond choice  of
position is the position adjacent 1o Chang Ying Street in Sha Tau Kok
Bonded Zone.

First, launching “"bonded exhibition”. Bonded commaodities exhibition
center s open to the public to conduct bonded exhibition, provide tax
free experience and build the outpost and trade center for high-qualivy
commadities to enter Shenzhen market;

Second, gathering commodities teansaction, Bonded commaodities
exhibition center can gather E-commerce companies and imported
peods, including imporied wine, imporied food, imporied cosmetics
and  healthcare products, imported houschold  products, imported
high-end cars. raw materiais, etc.

Third, building marketing channels. Set bonded commodities
exhibition and trade centers and build E-commerce platforms in other
places to build the three-dimensional network of manufacturer, dealer
and end consumer,

2. Attract Investment for E-commerce Indusory

Take zdvantage of the policy of “reviewing and releasing acoovding to
list, centralized declaration”, to attract export E-comnerce companies
to settle in Yantian Port bonded warchouse. The settled E-commerce
companies will use cross-border clearance service provided by Yanuian
Port cross-border E-commerce platform.

The nequirements for E-commerce companies to settle: have self-
support import and export right, B2C website or online stares, its
trade data can be connected e cross-border Eccormmerce platform: the
companies engaged in cross-border trade E-commerce needs to pass
the review of relevant supervision departments of Shenzhen Port and
sign relevant agreements, their company  information and
commaoditics need to be fled, and onby the approved companies can
be engaged in crossborder trade E<commerce sale,

3. Chodce of Cross-border Commodities

Yantian Port has perfect internal and external waler transportation
and routes distributing around the world, transportation, storage
facilivies and other sepporting facilites. It has logistics park inside
and Tutian Bonded Zone outside. It 15 close to Shenzhen Eastern
Airport and adjacent to Hong Keng. Se it has good development
conditions for cross-border E-commerce and good prospects.

Perfect sea transportation and 1ug_isr.=cs park are used, the
development  directions of Yantian on commoditics varietics - are:
export: cross-border large-size and staple poods, import: fast-moving
consumer goods. The details are as follows:
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Today, the internet 5 becoming one of the real lundamental
infrastnectures in the modern society, which we could sav it is as
necessary as electricity and roads. The internet is not only being used
as 4 tool to improve efficiency but also a fundamental infrasteucture
to farm future production. methods and lifesiyle,. More importanthy
internet thinking will become the starting point of business thinking
for enterprises to survive in such fleree competition in the Tuture,

As Edward Tian Suning, the Chinese internet veteran and Chairman
of China Broadband Capital. said "Enterprises need to mowve towands
to the internet in the future, and each enterprise should have internet
thinking, There will be no way to compete in the society o the
enterprise does not use mternet thinking to deal wath problems i the
Luture,"So in the end what is internet thinking? What kind of impact
will it have on traditional business model? How do we use the
internet to enhance the enterprise’s competitiveness? This article
attempts Lo have a brief discussion om how enterprises could wse
internet thinking to achieve industrial resinecturing from the coneept
of internet thinking and its characteristics.

1 Concept of Internet Thinking and its Characteristics
(i} What is internet thinking?

The original definition of internet thinking is a network stractuee
connected by a number of paints, nn:n—p]ana.r and 3-ditncnsicnal with
no center and edges. It is similar to the structure of human's brain and
vascular Ussue, The technical structure of the internet determines its
inmer spirit, which is decentralized and distributed. As can bescen
from the orginal concept of internet thinking, the essential fearures
ol inernet thinking imelude 3-dimensional, no center and ne edges,
which could be summed wp as"openness”, It could he differentiated
from the relatively cosed-loop traditional thinking,

S0 how could internet thinking being generated? There is a
fundamental law of ecomomics: Productivity determines production
relationship, First, the modern sodety 15 a socdety supported by
internet technology. The logical relationships will inevitably affect
logics in husiness level to some extent under the internet, and thus
form a mew business thinking which is different from the age of
traditional and industrial civilization, If we say the economics of
industrial civilization age is Economics of Scarcity, then it will he
Economics of Abundance in the internet era. According to Moore's
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theory the three fundamental elements — bandwidth, storage and
servers are unbmitedly becoming complimentary In the internet
ecanceyy, monopolized production, marketing and dissemination will
ne longer be possible, and such will inevitably lead to an open,
diffused and equal new mude of business thinking.

From the technical point of view to the ariginal concept of a business
perspective, it is generally considered Robin Li Yaohong the founder
af Baidi, as the first person 1o propose internet thinking In one of
Baidu's big cvents, Robin Li Yanhongfivst mentioned the word
“internet thinking” when discussing development ssues with leaders
and entrepreneurs of taditonal industries. He believed entrepreneirs
shiould have internet ?h'inking in mind in the future, Possibly you are
not doing internet businesses, but vour way of thinking should
gradually shift to internel thinking when you think about a problem.

In fact, "internet” is a word literally revealed its  essential
characteristics: Inter namely for interactive and open; net for a web
without center, Every point and node may hecomie the center, and are
likely to be the key factor affecting the survival of enterprises. Under
intertiet Lhinking, we could noet treal our customers like how we do in
the traditional business model. In the mode of internet thinking,
customers have heen elevated to unprecedented importance and lead
to direct interactions between enterprises and customers. The impact
af customers on enterprises has infiltrated from the perspective of
ariginal product to the stage of product's initial concept and dexsign.

(i} Characteristics of Internet Thinking

Internet  thinking i85 reflected in enterprise operations, with
characteristics of free basic functions, wltimate Innovation, rapid
iterztion, focus on user cxpericnces and data thinking in product
marketing promotion.

{1Free Basic Functions

This is the core of the many internel companies  establishing
“aperation svstom” since most internet companics are based on the
foundation of "free main business”, which users will not directly pay
for its core business. In other words, U s the operation system
internet companics need to establish; on one hand the company is
trving to keep users' attentions, on the other hand. the company
needs o seek other ways such as advertisements, games and virueal
props ta make profit.

For traditional enterprises, since the marginal cost of its products ar
services could not approach to zevo like internet companies, there are
so few of them providing main business to users free of
charpe However, under the inspiration of internet thinking, a number
of enterprises adopting internet thinking operation are selling their
products at a price closeto the cost price io the customers while
makang profit from penpheral products. This s also a reflection of
internet thinking. For example, Xiaomi is selling its products at a price
of cost and docs not expect 1o make profic through mobile phone
hardware, but from the other additional services such as software.
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2} UTtimate Innovation

In the era of internet, the competitive barriers are almost negligible
when compared to the industrial age, and the competitions among
enterprises are unprecedentedly fierce. If your products and  senvaces
could net be the best and let people appreciate, no appreciation
means no dissemination; no disserination means no marketing, and
no marketng leads to no future. Users are only willing to disseminate
the information of products which they appreciate, and those
products which go beyond users' imagination two times will have the
preatest dissemnination. In the internet, it is known that spendingr in
advertisernent is far less effective than free word-of-mouth advenising,
Therefore, the COMpPany's pmrllu.ts showld have ultimate innovative
characteristics;, otherwise there would be no market for the product.

4tRapid lreration

Different from the enterprises under traditional business model, the
new generation grown up in the internet is now so inclusive to the
birth“defects"of the products created by the spirit of the internet.
Users' attention iz paid on those"sereaming"features, while they
ignared the other deficiencies in performance and characteristics,
Those outstanding paints do not only win the users' appreciation but
also allow wsers to sincercly believe that the next wversion will be
better The products or services under internet thinking are always
approaching to perfection through iteration and innevation from user
experiences and feedbacks. On the contrary in the traditional model,
there may already have similar products launched and received
appreciation from users and have information disseminating if you
wait for the perfect product to be launched. Everything will be too
lare.

4)Focus on User Expenence

There has never been an era raising users' importance to such a high
lewel, The products dominated by internet thinking are very focused
on user experience; excellent product managess are studving how Lo
Ycommunicate 5i'rj,rit|.:a1|:,."' with customers thruugh the
productattentions and comments of users determine the fate of your
enterprise,

S)[hats Thinking

The internet allows collection and access of data become more
convenient, and with the advent of the era of big data, data anabvsis
and  forecasting have wery high importance on enhancing  user
experience. The interactive features of internet itself allow enterprises
to have unprecedented convenience in collecting user feedback data.
Sinee user data containg a variety of new or improved suggestions
Trom users to products of enterprises, therefore, enterprises must facus
on the extraction and snabvsis of data, upgrade and iterate products
from the data, enhance service level of enterprises, drive enterprise
operations  with data, All these have become the significant
characteristics of cnterprise operation under internet thinking.
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2. Influence of internet thinking on traditional industries

Hu Houkur, CEG on dury of Huawed once said*In this internet age,
the biggest challenge that traditional industrics are facing is the
unprecedented challenge based on internet. In order o respond 1o
this challenge, the fiest thing taditional industeies need 1o do is 10
change their ideas and commercial concept.” The influence of internet
thinking on traditional industnes 15 all-around. However, the most
essential influence is changing the industral thinking maode of
traditional industrics,

The standard thinking mode of industrialization age is: large-scale
]'rmduc'tiun, Inrgr-sc'a]r. sales and Ea,rgc-ﬁc.n,lc dissemination, However,
in internet age, these three bases are destructed. What is scarce in
industrialization age s resource and  product.  Resource and
production  capacity are regarded a5 the competitiveness of
enterprises. Mevertheless, ininternet age where the new technology
develops rapidly, production capacity is not a problem anvmore;
meanwhile, products are presented more in the form of information,
s channel monopoly is wery difficult. On the other hand, media
monopoly has been broken and consamers bhave become  both
producer and  wansmitter of media  information and  content,
Therefore, it is very difficult to induce consuming behavior through
buwing over one-dimension and  broadeast-stylemediamarketing for
hot products, That is to say, the power of producer and consumer in
internet age has transformed: consumer sovereignty is formed. and

internet thinking is aboul "user frst™.

Under the mode of traditional industrics, the commercial thinking of
an enterprise extends from product wouser, Leo enterprise discovers
demand, provides corresponding products and  services, conduets
marketing and then sells our the products, where the product
upgrading cycle 5 gquite long. Cn the other hand, mternet thinking
extends (rom user o produet and 1o user again. In concept formation
and creation stage of many products, users' thinking and innovation
have been integrated. and users are generating full-course influence on
products. Which means, in the indusiries ininternet age, the status of
comsumers is increased tooan unprecedented height, Enrerprises must
trv everything thev can to satisfy consumers, accelerate industrial
upprading, constantly improve consumer experience and create new
exiting things tn keep consumers” interest on praducts,

As a wesult, the frst influence of internet thinking on traditional
indusiries @5 owverturning the  industrial thinking of traditicnal
industries, In the industries under internet mode, consumers turn
from & puest into s host and own consumption sovercignte In the big
time of consumer sovereignty, consumption information is becaming
more and more svmmetric, and it is harder and harder for the
traditional interest groups on value chain to consolidate their interest
barriers. What is more, traditional brand hegemony and  retail
hegemony gradually lose their commanding shilite The power of
speech has transferred from the hands of retailers to the hands of
consumers, The open structure jointhy paricipated and shared by
global consumers is heing formed, Many successful enterprises with
internet thinking proactively invite consamers to participate in the
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whole wvalue chain creation including idea generation, design,
production and sales, mtegrating consumer demand and experience
inta the whale peocess, This is very common

Enterprises in the past also used "user first” and “product is king™ in
their stagans, However, these slogans are either advertising themselves
or put forward our of the enterprises’ self-discipline moral values. Yet,
in this digital age, this consumer sovereipnty ape, “user first” &5 a
Behavior that all emterpeises have to do,

Internet thinking mode promoetes traditional enterprises w return to
the essence of business to eeally find users’ “pain spots” and general
demands, and o create value for consumers, Only fn:using an
consurmers’ value brings fortune and enables enterprises to exist in
competition.

3, How should group companies achieve industrial upgrading
with internet thinking?

As a traditional port logistics enterprise, Yantian Port Growp (YPG)'s
business is mainly divided into two secrions: port and warchousing
logistics. Its port business mainly focuses on inveestment inoequity
rather than participation in operation, while warchousing logistics is
the section where the company under the Group truly takes part in
operation, and it 15 also the biggest Held influenced by modern
internet thinking.

In the past ten wesrs, China's c-commerce has been  developing
dramatzeally, which alse pushed Chinese logistics onte the fast wralfic
lane, Ali immediately staried Rookie logistics after it went public,
which showed the stratepic value of lopistics to larpe e-commerce
platforms, However, the logistics enterprises which truly serve e-
commerce  lack knowledge of industry value. Most  logistics
enterprises’ operators are playing a passive role, which is the typical
thinking mode of traditional induesies  that conduct operation
without locking ahead, For a long time, the logistics business of the
Group company has been in the traditional logistics stage and a fierce
market competition with a low profitability. As abovementioned
apalysis, in the backpround where internet thinking has formed huge
shock against traditional business mode, we have achieved
transformation and upgrading of traditonal logistics business mode
using modern internel thinking and cperation concept

(1) Conduct  stratepic cooperation with new internet  logistics
enterprises and  promote rapld transformation of the group's
traditinnal Ingistics enterprises

Since 20010, YPO has been devoting to port resource integration and
logistics industry upgrading. We have made the development strategy
of "alliance between giants”, actively exploved and  implemented
cransformation and upgrading in Dachan Bay As early as 2011, YPG
signed strategic cooperation MOL with Alibaba, This MOLU stipulates
both parties will cooperate in Dachan Bay on the platform of Rookie
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logistics. Av present, the core project inChina Smart Logisies
Metwork has landed on Dachan Bay in Shenehen, which has far-
reaching impact on¥ PG Alibaba is the most wypical representative
among  Chinese  modern e-commerce  enterprises, or the most
successful e-commerce enterprise drven by and operates with internet
thinking. For such s traditional large legistics enterprise as ¥YPG, a
more convenient way  to achicve  transformation is  conducting
stratepic cooperation with this kind of enterprise and complementing
each other's advantages with our traditional resource strength, We
should make good use of the cooperation and directly introduce fts
internet thinking and operation concept into our logistics operation
muede 1o promote teansformation and upgeading of our company's
]ngi.gtj::s operation mide.

(23 Implement internal and external logistics resource integration;
integrate a batch of e-commerce enterprises through such forms: as
mergers and acquisitions to provide support to the Group's logistics
translormation and upgrading

Drevelopment of e-commerce has brought challenges to logistics
industry, which 15 pradually developing inte vertical subdivision,
Regional logistics enterprises and e-commerce logistics are merging
and reorganizing ecach other Small regional logistics will be squeezed
out and merped by large e-commerce enterprises. The competition
and cooperation tendency among national and regional logistics
companies is obvious. Accelerated realization of traditional industry
upgrading and lower costs wall be possible through mtegrating the
outstanding regional logistics companies and e-commerce platforms
nationwide, Now, the Group company is sctively looking for this kind
of e-commerce or platform: enterprises which are cdlosely related with
port logistics. For example, the recent contact with SZEDM iz exactly
one: of the actions taken by the Group company to implement

integration.

(31Reasonable online and offline operation; improve consumer
sutisfaction in mnovative service

The popularization of internet technology has provided huge room for
enterprise  operation upgrading. There are a large amount  of
information, data and reports in traditional logistics enterprises every
elay that can be transmitted online. However, such links as logistics,
warehousing and processing need to be finished offline in s down-to-
carth attitude. Therefore, in designing persomalized and imnovative
special services, both rationalized online process andeffectiveofiline
implementationshould be achieved. Online and offline operation
should combine together to provide satisfactory service to consumers.

(4)Learn from enterprises with internet thinking to achieve an

internet logistics platform and discover new profit model

(learn fromAlibaba’s eco-model. Try not o eamn money  from
upstream and downstream. Instead, extend such commercial value as
data, finance, flow and marketing. Actually, the fund pocl of lopisaes
platform trading is large enough, so is the value of big data,
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(Z Learn fromthe Mis model, The mainstream mobile phones are not
profitable. Instead, spare parts and value-adding services are the main
profit channels, Similady, legistics platiorms should adopt the madel
of integrated upstream and  downstream, where the mainstream
products or service are not profitable, but the extended service is the
important way Lo earm money,

@ Learnfram 360 free model. When Kingsoft, Rising and Kaspersky
were fighting intensely 360's free model was launched and attracted a
large number of users with s unprecedented idea. banging another
kind of commercial upgrading [nternet is open and  boundless
without time snd space limitation. Logistics platforms must be
innwvative with open thinking.

i3} Utilize internet thinking and integrate logistics data

Logistics enterprises, as FParty B, earn small profiv by providing
logistics service. In fact, logistics, as s commercial gateway, owns
significant marketing and data value, This s the only geoup that can
fage consumers in internet age. Under the premise of puarantecing
information safety, there is significant big data analysis and accurate
marketing value in this industry, Diggring and analyzing these data, on
the one hand, can provide basis for current business decision-making
of enterprises, and on the other hand, new business opportunity and
profitable points can be discowvered o increase the profitability of
logistics enterprises.
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Fees

1. Definition of Logistics Finance

Broadly speaking, Logistics Finance is to integrate poods and materials
Moy, information Jow and cash Bow through application of myrisds
of financial products for the purpose of adjusting funds moverment
and improving funds efficiency during the whole process of logistics
operations. And in & narrow sense of the word, the core is lopistics
r':in:mcin.g jmp!'_ving financigl instinutions and Eh'i_ﬁ'l.-i_'l-;ln'!," 1ng'15ﬁ<;5
service providers oflering enterprises with value-added services such as
sertlement, financing and insurance.

Financial institutions traditionafly are extremely  cautious  about
providing loans for the consideration of funds security and risks
conteol, Tedious and complicated processes are set up to approve
collateral property used for securing repavment. However. as a result
of limited assets, small and middle-sized logistics companics are not
able 1o afford collateral property enough on thelr own. In addition,
ton much joint and several lisbilities, huge collateral repstration and
evaluation costs, low mortgage rates and high standards in place for
selecting collateral lead 1o lmited amounts of fArancing (or these

Companics,

Logistics industry is the backbone of Yantan District, where logistics
companies are grappling with financing difficulties and low financing
efficiency. Therefore, how to provide these companies with prompt
and efficient financing services with new fsk-control methods by
cooperating with financial institutions is needed to be solved.

2, Analysis on Financing Diemands

There are many logistics companies at Yantian District, And most of
them are running agent businesses which require large amounts of
advance made for their dicnis, Further, cash flow shortages cansed by
long payment term constrain the development of these companies. 1f
financisl mstitutons have no solutions w alleviate this capital tense

situation, companics' development will be stalled
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1} Trucking Business

For trucking business; funds ted up by each tailer are 25 thousand
BEME per month, The cooupied funds are made up of as follows:

Petral: 50% of advance payment

Tolls: 10% of advance payment
Maimtenance: 10% of advance payment
Diriver wages: 253% of advance payment
Other fied charges: 3% of advance pavmens

In genersl, cients make payments in three months, Thas, each traler
occupics 73 thousand RMB before payments are received. It s
estimated that there are 37 thousand trailers at Shenzhen Port, in this
case, 2775 billiom RMB is tied ap by these trailers (75 thousand*37
thousand=2.775 billion). The Thmughpl.ﬂ of Yantian accounts far
43% of Shenzhen port, then conclusively trailers at Yantian occupy
around | 25 billion RMB.

2) Customs Broker

Main expenses of & customs hroker are as below:
» Exportation:

Diocumentation fee by thpping company: 30-60 RMB
Documentation fee by customs broker: 43 BRMB (customs broker)
Port Construction and Port Security fees: 84-126 RME

= Importation:

Documentation issuing charpe: 30-00 BMB

Checking fec: 30-80 RMB

Dogumentation fee: 400 RMB

Terminal handiing charges: 750 RMB for 20-foot containers, [200
BMB for 20-foor-plus containers

VO charges: 165 RMBrfease

Commodity inspection fec: 40-2,000 BMBE, depends on the specific
gornl s,

ﬁmungﬁt ahowve, port construction and port security fees are the main
pavments made in advance for clients, accounting for &% of a
custems broker’s capital. Payments from clients are usually received in
three montha. Inm 2012, 380 million RMB of customs brokers was
aceupied as port construction and security fees a1 Yantian port,

3) Freight Forwarder
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Fees

Each container costs 1300 WS ocean freight on average, In
Shenzhen, there are 5 million laden containers exported worth of 45
billion RMB, of which 20% of ncean freight equaling 1o % billion
RME will be paid by freight (orwarders in advance, If calculated on
the basis of the throughput of Yantian port which accounts for 50% of
Shenzhen Port, 4.5 hillion RMB of freight forwarders at Yantian port
distriet is ted ap Lo the ocean [reight.

3, Analysis on Feasibility of Developing Logistics Finance

With the fnancal reform deepening after the [#th CPC MNational
Congress and the cra of big data coming aleng, it is abour time 1o
provide new type of credit services Lo Jogistics companies by creating
new risk-contral models.

1} In the wake of the financial reform, all banks especially joint-stock
banks are proactively exploring innovative financial services, as
excoplified by China Minsheng Bank (CMBC) and China CITIC
Bank, CMBC has launched a wpe of business loan specifically
targeting micro and small-sized enterprises, the total of which was up
ta 4t hillion RMB by the third season of 2003, On 16 September
2013, CMBC and Alibabs has reached a stratepic cooperation
agreement to undertake direct banking services focusing on Taobao
merchants based on Tacbao big data, China CITIC Bank has put
forward 4 proposition to rebuild an online CITIC, hoping te expand
its business by marching into the internet banking. Cooperating with
Tencent, it has initiated internet banking services for merchants at
paipai.com theough the Tenpay platform.

2} In the ficld of logistics, SPD Bank has provided freight forwarders
with credit services associated with their accounts-receivables, based
on the customs data given by Shanghai Metinform System Co, Lid.
To be specific, SPE Bank can monitor the guality of the accounts-
receivables of freight forwarders and thus reduce credit rsks by setting

up mphimica'rn:l risk-coniral models in accordance with the customs
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data, This service moedel has been successful since it took place in
2012 and loans totaling 280 million RMB were made out to freight
forvarders within 201 2. Noticeably, there is no had debt so far,

The big data and the rapidness of cbtaning information enable
hanks' innowvations as they can facilitate hanks to conduct credit
evaluations by mondtering its clients’ real-time business performance,
In the mean time, banks are capable of taking precautions to secure
repavments af loans by spotting potential risks through statistical
analyses based on certain mathematics models,

As most logistics companies are asset-light, 1t is feasible to provide
credit services according to their business data which mainly includes
internal data, customs data and port data. [t is not reliable o trest
internal data for bank credit applications as the data are recorded by
companies themselves. At Yantian Port, cearance services ame led by
diffcrent. companics which do not own any  integrated and
compeehensive data base. Thus, customs data from these companies
cannot be used for credit applications as well As a subsidiary
company of the Port, Yantian Port International Information Co., Lid
(YPL) has collected ey customs data amd complete porl data o
support the big data platform within Yantian Port. And with these
data objectively  reflecting performance of trucking businesses,
warchouses, customs brokers and freight forwarders, it is viable o
cooperate with banks to establish fully-functional crediv approval
SWELEMS,

4. Logistics Finance Practice at Yantian Port

¥PI and a bank are jointhy devéloping a logistics Anance model
supparted by internet, aiming at providing credit services to all forms
of logistics companies. at Yantian Port, After discussion, freight
forwarders will be the first in line to enjoy this Bnandng service. YP'I
will help the bank to monitor the loan movement and reduce credit
risks through the e-payment platform, whereas the bank will offer
lowe-rate credit services without requiring collsteral.
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Fees

1} Proposed Procedures

a. Applving for a loan: after a freight forwarder applying for a loan,
the bank will assess its business performance based on historical
statisties provided by the lopisties platform, And il the freight
forwarder is approved, the bank will make s loan less than 0.5 million
RMEB with a maturity of three months. Credit rates can be varied
among companies given their business conditions. The daily rate
ranges from 0.03% to 0.05%.

b. Monitoring a loan: the loan s secured as it can only be used to pay
for port charges and not allowed to be cished out. The bank will
artange a payment for port charges through the e-payment platform
after approving the loan spplication submitted through the lopistics
platform by the freight forwarder. Interests will be caleulated on a
daily Dbasis. Meanwhile, the logistics platdorm s monitorng
businesses” real-time performance and will signal eardy wamning if
NCCCSRary.

¢. Repavment: the company will return payment via internet. It s the
bank's responsibility to press for repayment when the loan is overdue
and handle bad debts. YT'T will not be hable for any bad debt.

2) Freight Forwarder Case Study

In terms of credit business. macroscopicalby, the systematic risk of the
industry is inevitable; and microscopically, it is necessary  to
continucusly monilor and manage the operation nsk. And there is the

H! REMESEETFTEEANFE
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capital risk outside of the industry which needs navigating with the
help of suitable risk-control maodels, Given the data it owns and its
know-how about the logisties industry, YPI should build up related
business risk-control models. As below, it is how a freighs forwarder
creates its sisk-contral model.

a. Dhata Preprovessing

Since founding, YPI has accumulated business data of every customs
broker for many years, from which, when arranged in chronological,
we can obscrve each customs broker's size, development trends,
behavioral characteristics and so on. Here take the sample [or
example, data items entering processing include customs broker code,
docking time, shipping order number, container number and size,
docking time s used here because port constraction fee, security fee
and inspection fee are all charped after containers enter the port, And
these three important electronic payment items are all received by
cofitainer amount, so we only need to count the number of containers
and transform it into TEU, so that we can know business volumes of
eustoms brokers during this period, and make the corresponding time
series table, preparng for the next analvsis, Container amount of
eustoms broker with code 290 is a3 shown in Figure 1.

b. Establishing Risk Control Model

{1}5easonal Analysis Forecasts
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Seasonal analysis is 3 methed to analvre market trends according to
the seasonal variation of prices, It tries to suggest some special periods
where business volume increases or declines in a glven vear, or Lries Lo
point out some special month where the pesk or the lowest point of
the annual business wolume is most likely to occur In practice,
seasonal fuctuations in business volume can be seen as a Tundamental
factor impacting market trends. For example, in the late low season of
suepply, business volume will be affected by the upcoming peak season
of supply, and seasonal pressure becomes a signs] of rising trend in the
market.

Simply put. after caleulating every customer’s business volume by
month, we first need to find out the oyele hased on the data, and then
smooth the data according to the cvele, obtaining new data columns
excluding cyclical factors, fe., sequences correcting seasonal factors

effect.

As shown in figure 1, the green curve represents the original data, and
the blue curve represents the data correcting seasonal factors’ effect,
MNext quarter's business volume is predicted based on the corrected
data, referring to the charges of port construction fee, security fee and
inspection fee, and the foan amount of tme “T+17 can be roughly

estimated, charges are shown in Figure 2.

As we only extract data of half 4 year at present, here we demonstrate
the model theoretically, and specific case analysis will be presented
when the data &5 improved. Here meving average method s used
instead of seasonal analysis to predict, obtaining Figure 3.

According to the results; TEL of next month (September) is predicted
to-be 133.75, based on the charges, this customs broker s estimated
to need at least 17,9225 yuan of lnan this month.

(2 Prediction Interval of Loan Amount

Farametcr estimation of statistical inference is used in business
volume predicion, ie, directly treating the sample stalstic as an
estimate of the corresponding population parameter;  providing
specific estimates of population parameters, which can be used
directly a5 & data basis for decision-making, falling into a certain range
at a certain degree of probahility (hereinafter referred to as the

confidence level), and getting interval estimations.

First, data of customs broker with code 290 should check outliers by
box-type diagram.

As shown in Figure 2, there is no outlier in the business of Customs
Broker 290 i 20013, supgesting that is business relatively stable,
Mext, according to different confidence levels, different confidence
intervals are caleulated, based on which, obtaining the range of loan
b_'.' electronic pavment of thiz customs broker, as is shown in Figure 4.
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(31Application of Customs Rating in the Model

Enterprises classification management system by customs is an
importans  foundation for modern customs  Institution, with  its
essence as China Customs’ eredit rating and follow-up management of
import and export enterprises, and its strice credit rating procedures
and methods classify enterpriscs from the aspects of business size,
finance situation, business security and so on, which is of great help
for consultation platform's risk controfling in supply chain finance.
Here two ways 1o apphy: customs rating in the model are given for

reference.

i. Weighting Method

In early period, supply chain [inancial credit only serve enterprises
whose customs rating is above B, so o wc’lght is given o every type of
riting, as is shown in Figure 3,

Based on loan prediction resultz, sccording to customs rating, the
amount can be raised by corresponding weight on the basis of
predicted interval, e.p.. if customs rating is A, loan amount can he
raised by 2 percentage points, and if B, can be raised by | percentage

Puint or none.

i, Ladder method

When predicted results of loan amount are obtaimed. banks can
position enterprises: of every rating tvpe into a cortain interval
according to their lending capacitw For example. piven the same
husiness volume, AA enterprises are given 99% confidence level, the
loan being less than 44,770,180 yuan, while B enterprizes are given
0% confidence level, the loan limited less than 38 404 82 yuan.
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(4 iEvabuation Model

i Monitoring of Account Balance

Customs  broker should provide necessary materials abour the
company when applyving for e-pavment sccount on supply chain e-
commerce platform. Each U-Key is linked w an 1D momber while a
company can apphy for many accounts. Company accounts should he
created to monitor a company’s - liquidity on the platform. The
company account can be seen as the combination of its many e-
payment accounts, and account balance should be caleulared by the
end of each loan cycle or moenthly billing day,

Closely monitor cach mmpnnv'ﬁ acconnt halance is essential to risk
controlling. We can monitor iU in three ways according to the above
formutia,

':_)Saful'.}r balance W5 Monitoring balance

See Figure 1, the minimum amount &5 security fee of 20 RMEB paid for
20-ft container, If the account balance i lower than this level, no

more operation would be taken and the account can be abandoned.

In addition, we can get the cash surplus of the client by subtracting
this month's loan from the final account balance, If the difference is
larger than zero, the sccount is Tush with cash. I the difference s no
more than zero, then the cash of the account @5 mostly or all loaned
from the bank, which means a higher risk of escape with cash,
therefore active motoring should be given.

Therefore, two conditions are needed for the company account

balance to be monitoring balance:
a) Cash surplus at the end of the loan cyde < 20
b} Cash surplus at the end of the loan cycle - loan amount = 0

If the above conditions cannot be met simultanecusly, it can be

judged as safety balance,

i Times of “stepping into minefield"

Banks and the platform are very sensitive to the flows of the loan, and
therefore cach operation of the sceount balance will affect the whale
program. When the account balance is lower than monitoring
halance. the sccount can be seen as "stepping into minefield”. Mot all

accounts that step inte mineficld have the same risk, because out of

53



S A TR 0 VP E S B S I N DG R
AR (OB e L S S S T L SR
AL, R I Y R S P ) R A E

ii B FET

Ei i Frs v, WERAR SN &L EN, THE
I R P, BRI RERAERRN, A &

MR BAn T H n
BEE M -1
BEE 7 =1

£ EESSES A

A NSV o fr e R W 5 i MSRiT R, GRER
B, Bt R R P Ui, IR R
[F RN E g, el EfEER, WnfsresE
AEERIPGE . S, SRATFOAREE, LT AN
v B, ERRIE AL IR AT ) B o S SR
AP ELWEN r a7, BaeRTRIIMNZE
Fi.o e fiopHRLE, BAZEFHERTVEE
AR, A RS T BRSO R e o 3. B ErE
Ha CATHE S R A R, RGN R
Eadnarii, NP s Ao S 0 S 1 0L 1 & B0 %m0 Fr R
BRARL.

LR TR B G LA A A, SR AT sEERE
MR TR R A A B VPR, IRERTT MY ] LA
T EBAFHRAATHAR TR T, IHTREEESE
PR R R R AT, IR ERITH FEMMA L,
W R AT AR SRAT AN Tl BRI T A R o Y
HE, HAGELFEMET.

3) BT ) M

CL BT MR R B —PRHES R, TiREis Bl
REH EMEENE. T b, SaRimEE AL mkEE

speculation, some company will operate with the money it loaned
from the bank, and pull the risk to the bank. The ather company will
operate with its own capital and loan enly when it is facing a poor
turnover,

I a loan cvele, elients may operate on the platform every day, If the
settlement is done once a2 month, a oycle has onbvy 3 settlements and
times of stepping into minefield have four possibilities, &, I, 2, and 3,
Oibwviously, the company with umes af stepping into minefield above 2
is considered with high risk. However, motoring only 3 times in a
evele may be wise after the event. To improve it, weekly settlement or
settlement in a shorter period should be considered. Chnce the
company steps into the mineficld in a settlement cvele, monitoring
period should be shoren te alarm the Larget company,

i@ Tolerance

If the bank iz open to supply chain e-commerce platform, and give
each customs broker 0.5 million loan within each settlement period,
Sinee the amount of money is stable in a short period, how the loan i
used is of both the bank and the platform's concern, Tolerance can be
set to observe the financng situation of the accoumt according to the

cumpan}r'z: AT

According to the above formula, wlerance s made up of vwo pants:
one 15 ratio of loan snd total loan amount, the higher the ratio, the
higher the risk. The scoond part is the ratio of loan and the sccount
balance in this period. This account balance is actually the available
cash-of the company, which mainly contain new funds or loans: If the
ratio of loan and account balance is high, the company is aperating on
debr. So, when the loan is zere, the wolerance 15 zero (mindmum).
When the loan reaches the total loan amount, the ratio is close 1o 2,
the higher ratio, the tolerance is higher, that is, the more tolerance,
the higher risk.

il Credit Scoring

Whatever forms of financing, motoring bormowers @5 necessary, and
eredit is the core of motoring, 2 risk assessment model is built here,
and credit is guantized by credit scoring system.

Credit scoring assesses clients from three aspecis: customs rating,
activity and motoring eesult. Customs rating i done under strict
assess institution and audited by authorities, therefore it takes up the
largest part, and indtal score is also mainly based on customs rating,
Of course, if customs rating 15 adjusted, the score will be adjusted
accordingly. Activity suggests a customs broker's continuity of using
electronic. payment, if a customer uses electronic  payment

continuously, then it is our old customers. If usage time is longer than
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10 moedths, then this custemer’s payiment behavior has rules wo follow,

and can score as the initial situation of customs rating B Combined

with motoring of account balance mentioned before, motoring result
is the only deducting item in credit scoring system, and users can
know a customs broker's risk status according to changes of scores,

Credit scoring system can be released puoblicly, so that customs
hrokers can understand the reason hehind their scores according o
agsess rules, and customers of customs brokers can also find every
customs broder’s risk score, which helps customers to know more
about the customs hroker they are going to cooperate with, contrast
every customs broker visually, and choose good customs beoker, and it
also reduce. the nsk of YPU's financing sendcoe because of the
transparency of information disclosure,

3. Prospect of Logistics Finance Services of YPI

With the progress of Yantian Port International Logistics Infoenmation
Platform. morme dats 15 expected to be accumulated. Based on these
data, a eredit reporting platform for logistics companies will he
pradually built up, upon which, we will beé able to provide
comprehensive financial services to logistics companies  throwgh
extensive cooperation with banks. In the future, ¥PI will promote the
development of lopistics finance at Yanttan Port in the below
prospective:

Provide financial services o brokers and trading enterprises
engaging in import business to promote the development of import
sector of Yantian Porr,

In sccordance with the plan, the total value of import goods in China
will reach [0 trillion LSIY during the 12th “Five-year Plan®. Under
this  backpround, Yantian Port and Yanitan District will gain
momentam on the development of the port-related import business
operated by agencies and trading enterprises, According to research,
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we found that besides dearance efficiency, which is one of the major
factors hindering the growth of impore business, capital chain tension
caused by relatively high values and varilfs of import goods is also a
drawback for import business development. Taking advantages of the
data it possesses, YPI is capable of providing banks with operation
clata of relative companies to evaluate trade authenticity According Iy,
bhanks carry out loan services for companics that engage in import
business, In this way, the problem of financial strain facing related
companies can be solved so as 1o promote the development of import

bhusiness at Yantian Port

2)Acquire more clearance data, provide trade authenticity review of
freight forwarders and then introduce fnuncing service of accounts

receivahle pool.

Among the toal cost of maritime logistics, ocean freight accounts for

the largest part. Pelay of repayment will lead to the limitation of
business operation for the freight forwarders or even capital chain
rupiure. If ¥PI can get access to more clearance data and provide
banks with trade authenticity review of freight forwarders, freight
forwarders can operate fnancng service of accounts recedvable pool
with receivables as guarantecs.

Based on the customers’ platform of YPI to carry out “L+MN" supply
chain financing services,

Built on the structural characteristics of supply chain and the credit
strepgth of the “one” core company, the "1+N" financial mode of
supply chain provides comprehensive and flexible financial products
and services to the "N companies. upstream or dewnstream of the
supply chain, This mode jumps out of the limitation of one single
comparny and enables banks to operate comprehensive credit granting
innovatively based on the whole supply chain. This promotes the
development of the whoele supply chain and provides a new way of
financing for small and mediom-sized logistics enterprises. Many of
the advantages include: raising credit of small and mediom-sized
enterprises and  reducing requirement of morigage  guaraniees;
sharpening competitiveness odpe of the banks to promote product
innovation; enhancing competitiveness of supply chain to boost the
development of industry clusters,

Amaong the present product Tine of YT, the services of “fast clearance”
and “direct maritime transportation” are Servidng cargo owners
dirccthy The two products integrate clearance and port services for
carge owners by offering one-stop electronic  payment, booking
declaration, CIO overall declarstion and termenal unlocked services.
Consequently, cargo owners no longer need to depend on customs
brokers 1o handle these affalrs. After promotlon, these two products
are sble to attract a large number of processing trade enterprises.
Accordingby, YPI will be familiar with their business operations and
select pood performiers 1o carry out "1+N" supply chain financing
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service 50 as toosolve the fOnancing difficalty of small and medium-

sized lnagis: ics enterprises,

6. Conclusion

It is made clear in the Third Plenary Session of the |8th Central
Committee of the Communist Party of China that policies and capital
will favor entity enterprises, As an important component of national
economy, legistics industry will undergo an overall transfonmation
and upgrade. Specifically, maritime logistics wall Face more
oppormunitics but also challenges when cross-border c-commerce is
emerging nowadavs. For Yantian, in order to harness il competitive
strength, it meeds to integrate [ogistics companies and form scale
aperation #0 as to provide standardized services to customers
Financial support will be indispensable. YPI will make full use of its
advantages to provide outstanding logistics companies with various
financial services by the cooperation with banks: All these will
contribute to the transformation and upgrade of these enterprises and
eventually enhance the comprehensive competitivencss of Yantian
Port.

-
;
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