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Abstract

ABSTRACT

Cross-border e-commerce (CBE) is a type of international e-commerce similar to
cross-border e-retailing. With the support of advanced technology, growing demand
and advantageous policy, an increasing amount of people is shopping online across
the borders, especially in China. CBE is booming globally, but also facing challenges.
Culture and consumer behavior, laws and regulations, product and marketing issues,
payment conditions and logistics limitations were identified as the main obstacles to
its success. Thereinto, logistics-related issues are the strongest concern in the industry,
due to the requirement of long distance transport in CBE, which makes long
transportation time, high shipping cost and bad return service increasingly prominent.
The traditional logistics system is not sufficient to manage the new challenges. In
order to improve customer service and reduce costs, the implementation of e-logistics
system is necessary. However, many enterprises do not know how to develop

e-logistics effectively and lack competitive logistics strategy in cross-border relation.

The factors affecting the implementation of cross-border e-logistics (CBEL) are
highly complex. Previous researches have provided various single factors or focused
on one particular factor, ignoring the bigger picture. Meanwhile, plenty of studies on
the topic of either e-commerce or logistics have been published over the last two
decades, but the development of CBEL is a joint effort carried out by both topics that
few studies focused on. This is still an area that requires more in-depth study and
investigation. Therefore, the aim of this thesis is to fill this gap, identify the current
situation of CBE and e-logistics, point out the key factors affecting CBEL
implementation and propose a conceptual framework to support formulating
competitive strategies in cross-border relation. It contributes to both theory and
practice. In order to achieve this purpose, both empirical methods and theoretical
methods were used, including case study, questionnaire survey, expert interview,

systematic literature review, factor analysis and game theory.
The contents and contributions of this thesis are briefly presented as follows:

Firstly, 21 initial influencing factors were found after systematic literature review.
Then, through an exploratory factor analysis with principal component extraction and
varimax rotation, a conceptual framework with 6 key factors composed of 19

indicators was constructed. Thereinto, the external factors are the “Government” and

\%



Abstract

“Consumer”, which represent the social environment and determine the development
direction of enterprise; the internal factors include “Company”, “Product”, “Operation”
and “Partnership”, which are organization condition and determine the strategy
formulation of the enterprise. The rest of chapters will be closely linked around this

framework and reveal the implications of these factors.

Secondly, considering the external factors, a trilateral game model was used to clearly
understand the relationship between the government, merchant and consumer for the
development of CBEL. As an organizer, the government plays a key leading role. And
in order to improve the effectiveness of regulation, the government should form and
prefect incentive mechanisms not just rely on subsidies and penalty, while invest

special fund to improve infrastructure construction preferentially.

Thirdly, according to the business nature and the product features of case enterprises,
a general normative decision model based on internal factors “Company” and
“Product”, was presented to help CBE merchants match the appropriate “logistics

strategy” to the possible “logistics problem” in CBE.

Fourthly, a game model was built to analyze that how differentiation of internal
factors “Product” and “Operation” affect the competitive strategy making. And the
optimal pricing and service level under centralized and decentralized decision were
formulated. The equilibrium solution revealed that product competition tends to
homogeneity and service competition tends to heterogeneity by the impact of
consumer preferences. “Price-war” has been unable to meet the needs of market

competition in CBE, and merchants must strive to improve the logistics service level.

Fifthly, a dual-channel supply chain consisting of overseas supplier, e-retailer and
logistics service provider (LSP) was constructed. Trading off on internal factors
“Operation” and “Partnership”, the optimal inventory strategy under centralized and
decentralized managed, the optimal transportation strategy under LSPs cooperation
and non-cooperation, were obtained through the equilibrium solution and the
numerical analysis. For the sustainable growth of profit, supplier and merchant should
form an alliance and jointly manage the inventory, meanwhile, the appropriate
contract need to be formulated to ensure benefits and risks sharing in the entire
cross-border supply chain. And when merchant outsources cross-border transportation,
should choose different LSPs according to phases or channels, so that prevent lose the

initiative in service pricing.

VI



Abstract

Finally, the Walmart Global Store at JD.com platform in China market was chosen as
case study, the development of their CBEL strategy verified the rationality and
applicability of the framework found in this thesis.

The e-logistics in cross-border relation is still a new topic and deserves to explore and
further study. This framework provides academics and practitioners a clear knowledge

of where the field currently stands and the type of research that is needed to advance.

Key words: cross-border e-commerce; e-logistics; conceptual framework;

competitive strategy; game theory
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Chapter 1 Introduction

1. Introduction

The introduction is aim to attract attention and raise interest to the area of research. In
this chapter, an overview of this thesis will be presented, including definition,
motivation, question, method and expect outcome. The structure of thesis and the

relevance between each chapter will be explained in the end.
1.1 Research Definition

1.1.1 Cross-border E-commerce

1.1.1.1 Object Definition

The consumer online shopping from merchants located in different areas or countries,
the transaction though internet, and deliver/receive the goods via cross-border
logistics, is the common definition of cross-border e-commerce (Hereinafter referred
to as CBE) (Accenture, 2012). In addition, the CBE defined by Wang (2014, P.141) is
an international e-commerce that international business transacting among different
countries, making deals and transactions through an e-commerce platform, and
delivering goods through cross-border planning and management agreements. Liu et
al. (2015, P.15) defined CBE as a transaction realized in different areas or country by
using Internet or platform with related information. Two main points can be
concluded in those definitions: transacting in different countries and using
information and communication technology (ICT). Based on above, this research
specifically focuses on the CBE studies using Cross-border E-commerce Community
(CBEC)’s definition:

International ecommerce is called cross-border ecommerce, when consumers buy
online from merchants, located in other countries and jurisdictions. Online trade
between consumers and merchants which share one common language and border or
which make use of the same currency are not always perceived as cross-border by
consumers. EU neighbors which speak a common language, united by SEPA, are just

one example.

Nowadays, CBE is almost equal to cross-border e-retailing (iResearch, 2015a), which
is synonymous with business-to-consumer (B2C) transaction (Rajavel, 2015).
However, unlike a strict B2C e-commerce, CBE needs to integrate the activities along

with the logistics value chain, and the transaction is often from overseas supplier via
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domestic retailer to consumer. It is kind of business-to-business-to-consumer (B2B2C)

process. Thus, CBE in this thesis implies cross-border B2B2C e-retailing (Figure 1).

Cross-border erce
(in broad sense, equal to elect international trade)

B2C l c2c
(in narrow sense, equal to cross-border e-retailing) | e
1

The definition of CBE in this research

Figure 1 Definition of CBE in Thesis

According to the goods flow, CBE can be divided into import and export. The import
flow is shown in Figure 2 (iResearch, 2015a). The export flow is just opposite.

| 4
TP —’ﬁi—’ 1.3 J..ﬁ_. L R

Domestic

Supplier Oversea o Cross-border  Destination port
Warehouse Warehouse Crigin Port Shipping (Free trade zone Customs Fulfilment center Store Consumer
warehouse)
Figure 2 Import Flow of CBE

1.1.1.2 Status Quo

CBE has the potential to reduce trade barriers and promote trade growth (Terzi, 2011).
According to the recent researches, the global B2C CBE market reached over $230
billion in 2014, and will further growth to $1 trillion in 2020 (Erickson, 2015). By that
year, nearly 1 billion people around the world are projected to be shopping online
across the borders, and their transactions will account for one-third of all global B2C

transactions (Accenture and AliResearch, 2015). (Figure 3)
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Figure 3 Global Cross-border B2C Volume (in $ billions)

The booming is especially in some developed countries due to superior infrastructure
and regulation for e-commerce. Because of a well-established cross-border shopping
tradition, more than 25% online shoppers in European Union (EU) have made

purchases from other countries (PRNewswire, 2015), and the sales of B2C CBE in

Europe will up to €116 billion in 2018 (Statista, 2015"). (Figure 4)
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Figure 4 Cross-border B2C E-commerce Sales in Europe (in € billion)

In the short term, CBE revenue will be concentrated in developed countries
(UNCTAD, 2015), nevertheless in the long run, after the overcome of some IT
limitations, a leapfrog development is expected by developing countries (Panagariya,
2000). For instance, in China, the gross merchandise volume (GMV) of CBE is

expected to contribute over 20% of total foreign trade volume in 2017 (Liu et al.,

! In this statistics, B2C E-commerce turnover includes online travel, digital downloads and event tickets; excludes

online gaming and financial services.
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2015). China will become the largest CBE market by 2020 (Accenture and
AliResearch, 2015). (Figure 5)
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Figure 5 Foreign Trade Volume and CBE GMYV in China (in ¥ trillion)

In addition, the CBE between China and Europe is also developing rapidly. 32% of
European survey respondents believe CBE to and from China has become more
accessible (Payvision, 2015). Nowadays, China is the No.l source of merchandise
imports into the EU (Figure 6). As China’s most important trading partner in the EU
by far, Germany is particularly well placed to benefit from an intensification of
bilateral trade (Deutsche Bank, 2014). Therefore, the comparative study between
Germany and China is particularly important and worthy for the development of CBE.

11.7%
iy

SOURCES: WTQ. European Commission. Data for 2013.

Figure 6 Trade Flows between China and EU in 2013
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1.1.1.3 Main Driver
The prosperity of CBE can be mainly attributed to the following drivers:

(1) Advanced Technology

Globalization refers to the growing volume and variety of cross-border transactions in
goods and services through the rapid and widespread diffusion of technology
(Pounder, 2013). The fast paced internet has brought a large growth of online
shopping users (Okamura, 2006). The combination of Internet and foreign trade
supported the CBE development (AliResearch, 2015). The developed ICT, on the one
hand, makes it easier for consumers to shop online cross invisible borders (Alkadi et
al., 2004; Payvision, 2015), such as convenient cross-border payment (CNNIC, 2015)
and growing usage of smart mobile (Marceux, 2015). On the other hand, it reduces
marketing costs and administration expenditures while enables company to reach
dispersed markets (Burinskiene, 2012; Grant and Bakhru, 2004; Shama, 2005).
Therefore, international business market is expanded by advanced e-commerce

technologies (Shewmake and Sapp, 2000; Hwang, 2006; Panagariya, 2000).

(2) Growing Demand

In an era of e-commerce and international businesses, a company’s operational model
must be build based on the customers’ requirements (Lee et al., 2010). The lack of
products’ availability and better prices in foreign market are still the most cited
triggers for cross-border online shopping. In addition, the pursuit of better quality
products is another important reason for emerging countries’ consumers purchasing
frequently from abroad (DHL, 20132; Forrester, 2014%) (Figure 7). In China, current
gradually liberalization of birth policy will prompt the growth of baby’s birth, while
domestic milk powder and food safety problems will increase the demand of overseas

baby products (Analysys, 2015).

2 Source from DHL Global Mail 2013, surveyed 7289 global distance online shopping consumers.
3 The result is based on the survey of 9006 global online shoppers.
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Figure 7 Reasons for Consumer Ordering Abroad

(3) Advantageous policy

Trade liberalization increased exports of goods and services to new markets, for
instance, the establishment of European Free Trade Agreement and China Free Trade
Area. Previously, such trade was not feasible due to the net effect of import tariffs
made being competitive in foreign markets improbable (Pounder, 2013). The
advantageous policies will open up markets for trades, including those from
developing countries (Nielson and Morris, 2001). The Chinese government introduced
a series of favorable policies for CBE (Analysys, 2015; CECRC, 2015), established
several free trade zones (FTZ) to lower the duties and concise customs clearance
procedures (PwC, 2015). Up to now, the total number of FTZs has reached 11, they
are Shanghai, Tianjin, Fujian, Guangdong, Liaoning, Zhejiang, Henan, Hubei,
Sichuan, Shaanxi and Chongqing (CRIENGLISH, 2016) (Figure 8).
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Figure 8 Free Trade Zones in China
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Similar to FTZ, all member states of the EU form a customs territory (the European
Customs Union) where unified customs arrangements are applied, that is European
Free Trade Agreement (Figure 9). Goods imported into the EU are subject to EU-wide
import regulations, customs tariffs and customs procedures. Once goods have been
imported into the EU, no further customs duties must be paid within the customs
territory - even if the goods cross internal borders of member states (GTAIL 2015).
Individual postal products (online procurement) which are sent from Non-EU and the
total value below 22 euros are admitted free of import duties. The others need to pay a

19% VAT according to customs regulations of EU Member States (ZOLL, 2015).

Eurcpean Free Trade
M sssccaiion (EFTA)
members.
- Central European Free Trade Agresnment
(CEFTA) member states

- European Union
(EU} members

Figure 9 Free Trade Area in Europe

1.1.1.4 Co