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Introduction to Cross-
border E-commerce

Objectives

7+ be able to understand what cross-border e-commerce is
v be familiar with the cross-border e-commerce in China
7r be familiar with China’s cross-border e-commerce pilot zones

Part1 WhatIs Cross-border E-commerce

1. Definition of Cross-border E-commerce

Cross-border e-commerce refers to import and export trade by means of different electronic
commerce ways in different customs territories. The narrow concept of cross-border e-commerce
refers to cross-border retail network, making deals on different e-commerce platforms, by
payment and delivery of goods through cross-border logistics. Cross-border network retailing is a
new form of trade generated by the development of Internet to a certain stage.

With the help of the Internet, transactions are reached, payment and settlement are carried
out, and goods are delivered to consumers through cross-border logistics by means of express
mail, small bags and other mails.

According to the type of interaction, the main modes of cross-border e-commerce can be
divided into B2B, B2C, C2C and so on. Among them, B2C and C2C are both facing the end

consumer, so they can be collectively referred to as cross-border network retail.

2. Classification of Cross-border E-commerce

(1) Based on commodity flow direction. According to the flow of goods, the business model
of cross-border e-commerce can be divided into import cross-border e-commerce and export
cross-border e-commerce.

The import cross-border e-commerce refers to the cross-border e-commerce engaged in
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commodity import business. Specifically, it refers to the whole process of selling overseas
commodities to the domestic market through cross-border e-commerce platform channels to
complete business transactions. The representative enterprises are Tmall Global, JD International,
Yangmatou and Xiaohongshu. The origin of import cross-border e-commerce is from the actions
of purchasing on behalf of others. B2C import cross-border e-commerce has developed rapidly.
At present, the categories of imported products are mainly concentrated on clothing, bags, milk
powder and cosmetics. The rapid development of import cross-border e-commerce is mainly due
to people’s pursuit of quality, safety and high-cost performance under the upgrading of national
consumption, as well as the opening up of cross-border logistics, payment and other links.

Export cross-border e-commerce refers to the direct selling of goods by domestic sellers to
overseas buyers. Generally, foreign buyers visit the online stores of domestic merchants, and then
place an order and complete the payment, and the domestic sellers send goods to foreign buyers
through international logistics.

(2) Based on business model. According to the business model, the cross-border e-commerce
business model can be divided into four categories: B2B cross-border e-commerce, B2C cross-
border e-commerce, C2C cross-border e-commerce and F2C cross-border e-commerce.

B2B cross-border e-commerce is also known as business to business cross-border
e-commerce, a business model for foreign trade enterprises to exchange products, services and
information via the Internet. The end customers of B2B cross-border e-commerce enterprises are
enterprises or enterprise groups. At present, the transaction scale of B2B cross-border e-commerce
market accounts for 90% of the total transaction scale of China’s cross-border e-commerce
market. Representative enterprises mainly include DHgate, Made-in-China, Alibaba and Global
Resources.

B2C cross-border electronic commerce refers to the online retail activities carried out
by cross-border e-commerce enterprises for individual consumers, and its end customers are
individuals. At present, the proportion of the transaction scale of B2C cross-border e-commerce
market in the total transaction scale of China’s cross-border e-commerce market is increasing.
Representative B2C cross-border e-commerce enterprises mainly include Amazon, AliExpress,
LightInTheBox, and Milanoo.

C2C cross-border electronic commerce refers to a business model in which individual sellers
publish the information of products, services and sold prices, and individual buyers screen,
and finally reach the transaction and payment settlement through the cross-border e-commerce
platform, and goods are delivered and the transaction is completed through cross-border logistics.
The end customers in this model are individual consumers and sellers are also individual sellers.
Representative C2C cross-border e-commerce enterprises mainly include AliExpress and eBay.

F2C refers to the cross-border e-commerce model directly facing consumers from factories,

©
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which is an emerging model at present. F2C mode directly sends the products from the processing

plant to consumers, which can be understood as the direct sales of products by the factory with
the help of network platforms.

F2C makes it possible for consumers to place orders from factories online directly, which
can be considered as an upgraded version of B2C mode. The biggest advantages of F2C are
strong offline industry support, effective whole process quality control and rapid market response,
which are unmatched by B2C cross-border e-commerce.

(3) Based on service type. According to the type of service, the business model of cross-
border e-commerce can be divided into information service platform and online trading platform.

The information service platform mainly provides an online marketing platform for domestic
and foreign member merchants, transmits the commodity or service information of suppliers
or purchasers and other merchants, and promotes both parties to complete the transaction. Its
representative enterprises mainly include Alibaba International, Global Resources and Made-in-
China.

Online trading platform means that it can provide information display of enterprises,
products, services and other aspects, and it also allows the seller and the buyer to complete the
transaction online. It is a platform on which the whole shopping chain links can be completed,
such as search, consultation, comparison, order placement, payment, logistics and evaluation. At
present, the online trading platform model has gradually become the mainstream model of cross-
border e-commerce. Its main profit model includes charging commissions and exhibition fees.

Representative enterprises include DHgate and Milanoo.

3. Benefits of Cross-border E-commerce

Cross-border e-commerce has taken the entire world by storm as it is growing rapidly and
has sprung up like never before. The merchants can now sell their products to their customers that
are located in different countries. With the advent of the Internet, it is increasingly easy to become
a global seller and enjoy the cross-border e-commerce benefits. The number of online shoppers
is increasing day by day due to the existence of international e-commerce. Thus, the following
are some of the benefits of cross-border e-commerce that can help the business reach out to the
potential customers globally.

(1) International expansion

Cross-border e-commerce benefits the sellers, both retailers and brands as they get the
opportunity to expand their business into demographics with a burgeoning economy. The
domestic e-commerce retailers can expand their business and achieve market penetration. They
get an opportunity for selling products internationally throughout the globe.

(2) Increased revenue

With cross-border e-commerce, the seller gets the chance to penetrate into the international
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market. Once they trade in the international market, the brand gets more recognition, which
eventually results in higher demand. So the sellers get an opportunity to increase their revenue in
the international market.

(3) Brand awareness

Cross-border e-commerce benefits the sellers by improving their brand awareness in the
international market. If sellers offer unique products to their audiences that abide by their needs
and requirements, the sellers are increasing their brand awareness and recognition that help to
create a global brand. Cross-border e-commerce also opens up the possibility to customise the
product that suits the different market needs.

(4) maximising sales of low-demand domestic e-commerce products

At times, a product that is not famous in domestic e-commerce may have a high demand in
other markets. Cross-border e-commerce is a platform for best products to sell internationally.
Hence, the seller is enabled to sell a product in the international market that has low value or
recognition in the domestic market.

(5) Increased access to end customers

By reducing the end selling price, you will be able to attract more customers in the
international market who have traditionally been controlled by distributors earlier. In this way, the
sellers will be able to drive higher sales and have a greater share of the profit margin.

(6) Building a good customer relationship

If the customer trusts the sold product, he/she will automatically develop faith in its brand,
which will help in building a good customer relationship. Genuine and good quality product
offered at the affordable and competitive price will facilitate the customers shopping with the
brand frequently.

(7) Increased business sustainability

Cross-border e-commerce is a growing and emerging platform today, with increasing
recognition worldwide. Therefore the sellers don’t have to worry as their brand will sustain in the

international market with more awareness and popularity among the customers.

4. Global Cross-border B2C E-commerce

A few years ago, less than a quarter of sales were made online. However, due to the global
pandemic, the adoption of e-commerce has rapidly become the norm and is expected to reach
25% of all retail sales by 2025.

Global e-commerce sales are anticipated to continue rising and accumulate a larger and
larger retail market share. It is estimated online retail sales will hit § 6.17 trillion in 2023, with
e-commerce making up 22.3% of those sales.

On a country-by-country basis, China will continue to lead the way in the global e-commerce
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market. Sales are expected to grow at an compound annual growth rate of 11.6% between 2022

and 2025, reaching a staggering $ 3.3 trillion in 2025.

So what should you be looking out for as e-commerce continues to grow across the globe?
Here are five of the most important trends.

(1) Supply chain fortification

It is no secret that COVID-19 had a major impact on supply chains, causing significant
disruption. Just-in-time supply chains broke across the globe during the pandemic, which severely
hampered the movement of goods and forced companies to invest significantly into strengthening
their logistics processes.

These issues have highlighted the problem of just-in-time supply chains. Global importers,
exporters and brands will seek to strengthen supply chains, whether that’s outsourcing operations
to logistics companies, seeking consulting advice or building their own in-house supply chain.

(2) Social commerce and mobile shopping

As mentioned already, COVID-19 had a major impact on e-commerce trends worldwide.
Brick-and-mortar stores were forced to close overnight, which resulted in many more shoppers
heading online to make purchases.

This forced shift in consumer habits significantly accelerated the move to online shopping
by as much as five years. Mobile commerce also grew as a result and is expected to increase
significantly year over year.

5G wireless, shopping apps, and social shopping are all set to make mobile commerce easier
than ever. Social commerce is anticipated to triple by 2025, and almost half of Chinese consumers
are already shopping via social media.

(3) BNPL (buy now, pay later) dominance

The BNPL payment method doesn’t look like it is going anywhere. It’s already a popular
payment option in the UK as well as other global markets like the US and Australia.

Klarna, one of the largest BNPL brands, reported a significant increase in transitions on
their platform in 2021, with more brands adopting it every week. Given soaring inflation, a crisis
of living cost and the prospect of a recession, expect BNPL to become a common theme on
e-commerce checkouts worldwide.

(4) Virtual shopping

Don’t bet against the future of shopping becoming virtual. The metaverse has the potential to
remove borders for consumers and allow people worldwide to try out products in the metaverse.

The blurring of digital and physical retail is nothing new. We have already seen brands like
Gucci and Nike host fashion shows within popular online games such as Roblox, and Adidas

launched its own NFT collection. AR and VR are also becoming increasingly common within a

©
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(5) E-commerce growth in the Asia-Pacific region

One major area that is set to see significant e-commerce growth is the Asia-Pacific region.
So it is estimated that retail e-commerce sales in this area will surpass the sales made in the rest
of the world.

This rapid growth is due to significant technological advancement and urbanisation
occurring in countries such as Malaysia, Singapore, and the Philippines.

That is not to mention the e-commerce sales anticipated in China. In 2021, China’s

e-commerce sales were valued at $ 2.1 trillion, over double the figures estimated in the US.

Words and Phrases

. generate ['dzenoarert] v. J745, A4; Sl

. transaction [treen'zek(n] n. 32 5 ; JPEE, AGFE

. settlement ['setlmont] n. 4555 ; fiEde; Pl

. collectively [ko'lektivli] adv. SefAit, LA, FAHD
flow [flou] n. 355 WK#l; Wi s v. fish; WH; BE)
. individual [;imdr'vidzuol] adj. Fph); —N NI JRAT . DA, AME
. via ['vao] prep. 2+, 1tk

. transmit [treens'mit] v. {5155 G4y {4k

. advent ['&dvent] n. I, ZHK

10. access ['ekses] n. A, iiH; RGNS,

11. staggering ['stegorm] adj. T AR ; A AMELUAEHY

12. metaverse ['metovsis] n. FEHITH L
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Key Sentences

1. Cross-border e-commerce refers to import and export trade by means of different
electronic commerce ways in different customs territories.

PSSR L1 S5 AR AN AR DR N, il AN L3 55 s TR HH 1 B

2. B2C cross-border electronic commerce refers to the online retail activities carried out

by cross-border e-commerce enterprises for individual consumers, and its end customers are

individuals.
B2C E1EHL R 55 e FREs B -1 55 o MAGH 2 E T e e 2R B A TE ), H2g
EPRANG

3. Once they trade in the international market, the brand gets more recognition, which
eventually results in higher demand.
— BAbATT CEDT ) AERBRTS RT3 5, 2R E 2RI, T

BRI
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4. On a country-by-country basis, China will continue to lead the way in the global

e-commerce market. Sales are expected to grow at an compound annual growth rate of 11.6%
between 2022 and 2025, reaching a staggering $ 3.3 trillion in 2025.

FEA IR b, FRERARSES TR T RIS s, T 2022 2 2025 4R [0], HYH540
BN 11.6% MRS SR K, 2025 FR4R A 3.3 TTZ350T,

5. Given soaring inflation, a crisis of living cost and the prospect of a recession, expect
BNPL to become a common theme on e-commerce checkouts worldwide.

ZERBIRATE . ATE RO EIUA R AT 5, “BAERE . USSR Kk
PRI 55 2K A SR R R

Skill Practice

1. Read the passage and answer the following questions.

(1) What is the classification of cross-border e-commerce?

(2) What are the benefits of cross-border e-commerce?

2. Complete the following sentences with the words or phrases in the box. Change the

form if necessary.

advent overseas replace refer to
benefit by means of channel commodity
(1) Cross-border e-commerce import and export trade different

electronic commerce ways in different customs territories.
(2) In cross-border e-commerce, electronic computer communication records a

series of paper transaction documents.

(3) Many brokers were charged with cheating customers in trades.
(4) Import cross-border refers to the whole process of selling commodities
to the domestic market through cross-border e-commerce platform to complete

business transactions.

(5) With the of the Internet, it is increasingly easy to become a global seller and
enjoy the cross-border e-commerce
Further Practice

Do you know the differences between cross-border e-commerce and traditional foreign

trade?

©
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Part 2 Cross-border E-commerce in China

1. Current Situation of Cross-border E-commerce in China

In China, cross-border e-commerce holds a specific distinction. Through cross-border
e-commerce platforms, international companies are able to sell their products to Chinese
customers at reduced duty fees, without needing a Chinese business license. In the last few
years, the Chinese government has implemented numerous policies and initiatives to accelerate
the growth of cross-border e-commerce, such as increasing pilot zones, cutting down taxes and
tariffs, and expanding retail import lists.

These favourable policies, along with the increased purchasing power of the growing
Chinese middle class, have helped turn cross-border e-commerce into a booming industry
in China. According to China Internet Watch, in the first quarter of 2021, total cross-border
e-commerce imports totaled 138.7 billion yuan ($ 21.10 billion), a year-on-year increase of 15.1%.

Data from Chinese customs showed that the country’s import and export scale of the cross-
border e-commerce increased nearly tenfold in the past five years, and its share in foreign trade
rose from less than 1% in 2015 to 4.9 % in 2021.

The import and export scale of the cross-border e-commerce reached 1.62 trillion yuan
($ 226.8 billion) in 2020, surging 25.7 percent year-on-year, and the figures hit 1.92 trillion
yuan in 2021, an increase of 18.6 percent from a year earlier, realising a rapid growth for two
consecutive years. In the first six months of 2022, the import and export transaction volume of the
cross-border e-commerce grew 28.6 percent year-on-year to maintain steady and rapid growth.

As to small and medium-sized e-commerce platforms in China, they maintain an annual
growth rate of 30 percent, according to a report from the China National Intellectual Property
Administration.

In Jiangsu Province, the scale of cross-border e-commerce business has increased by more
than four times annually in the past three years. Over 90 cross-border e-commerce industrial parks and
incubation bases have been built, and more than 280 overseas warehouses have been set up covering
key markets such as in countries and regions participating in the Belt and Road Initiative.

The cross-border e-commerce has become a strong new driving force to stabilise the foreign
trade under the COVID-19 pandemic. The cross-border e-commerce has significantly lowered the
specialisation threshold in international trade, enabling a large number of small and micro entities
to become new trade operators.

The cross-border e-commerce is also a new path to promote Chinese people in consumption
upgrading. Its characters of decentralisation and globalisation can meet consumers’ needs for

tailor-made products, said a report from China Council for the Promotion of International Trade.
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Logistics is a key factor to cross-border e-commerce services on timeliness and stability.

In recent years, innovative models are emerging in the logistics, such as building overseas
warehouses, return centre warehouses and warehouses storing high-quality goods for export. The
comprehensive service complex formed, including warehousing, logistics, customs declaration
and clearance, return and exchange, processing and maintenance, packaging and distribution.
Data from the Ministry of Commerce showed that the number of the overseas warehouses

surpassed 2,000 and the area exceeded 16 million square metres, currently.

2. What Drives Cross-border E-commerce in China

Over the years, the Chinese government’s support for the cross-border e-commerce industry
has remained strong, and policies are likely to be further relaxed. China is expanding the cross-
border e-commerce system because it is more regulated and taxed, compared to the gray market’s
purchases via “daigou”. The Chinese government is indeed trying to make it easier to protect
Chinese consumers from fake goods.

It is reasonable to remain positive on the outlook for the industry, and many new
opportunities will arise, as the economy will soar again in China, after the COVID-19 outbreak
that has greatly contributed to the rising use of e-commerce platforms. International brands and
retailers who remain flexible and open-minded will certainly be able to succeed in this very
competitive but yet lucrative market. Figure 1-1 shows the reasons why Chinese consumers buy

through cross-border e-commerce.

Why Do Chinese Consumers Buy Through Cross—border E—-commerce?

67%

Curious to Mot available Cheaper Lower risk Higher quality,
try this channel locally of fakes mare reliable

Source: Frost & Sullivan Consumer Survey

Figure 1-1 Drives of Cross-border E-commerce in China

3. China’s Cross-border E-commerce Pilot Zones
Cross-border e-commerce activities of purchasing or selling products via online shopping
across national borders are gaining momentum in China.

To fuel this engine of China’s import and export growth, the government supports for
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accelerating the growth of cross-border e-commerce and enhancing the country’s international
shipping capacity in the 2020 Government Work Report.

(1) China’s comprehensive pilot zones. By 2022, the State Council has approved seven
batches of 165 comprehensive pilot zones for cross-border e-commerce (CBEC pilot zones),
covering almost all the provinces. Most zones are located in regions like Beijing (1), Shanghai (1),
and the provinces of Guangdong (21), Zhejiang (12), Jiangsu (13), Shandong (9), and Fujian (6).

The CBEC pilot zones are designed to boost China’s import and export businesses (especially
export). As China has been putting much effort into upgrading its manufacturing infrastructure, it
is seeking opportunities to export products with higher value and margins.

The CBEC can also help foster new industrial chains like cross-border logistics, cross-border
financial payment, and supply-chain finance, adding impetus to China’s economic growth.

At the micro level, the CBEC pilot zones are also enabling entrepreneurship, connecting
domestic small and medium-sized companies (SMEs) and local industries with the world.

Many of the latest batches of comprehensive pilot zones for cross-border e-commerce are
located in central and western China as well as the country’s border areas. At present, more than
30,000 enterprises have registered on the online integrated service platform of the comprehensive
pilot zone for cross-border e-commerce.

The first comprehensive pilot zone for cross-border e-commerce was established in
Hangzhou, East China’s Zhejiang Province. In past seven years, the city has fostered 49,000
cross-border e-commerce sellers, registered more than 2,000 overseas trademarks, and the trade
volume of the cross-border e-commerce reached over 100 billion yuan by 2022.

(2) Import duties and taxes. Under certain single and annual transaction limits, retail imported
goods on the “CBEC positive list” are deemed as duty-free, and the import value-added tax (VAT)
and consumption tax (CT) are temporarily levied based on 70 percent of the statutory tax payable.

Since January 1, 2019, the government has increased the duty-free quota on a single
transaction from RMB 2,000 ($ 291.6) to RMB 5,000 ($ 729) and the annual quota per person
from RMB 20,000 ($2,916.2) to RMB 26,000 ($ 3,791) for retail imports. Over these limits,
consumers will need to pay full general import taxes, including tariff, VAT, and CT.

If the customs value of a single product exceeds the single transaction limit of RMB 5,000
($ 729) but less than the annual transaction threshold of RMB 26,000 ($ 3,791), the item can still
be imported via the CBEC retail channel. However, tariff, import VAT, and CT will be levied in
full and the transaction amount must be included in the total annual transaction amount.

Individual customers are the import taxpayers. But the e-commerce service providers or the
logistics companies, as the case may be, will act as the withholding agent and pay tax on behalf

of individual customers.
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For goods mailed into the country by individuals, the electronic information of which can’t

be accessed by the Customs, the parcel tax will be levied. Since April 2019, the parcel tax has
been reduced to 13 percent, 20 percent, or 50 percent, depending on the type of goods and can
be exempted if the tax is less than RMB 50 ($ 7.07). For a single transaction exceeding a certain
limit — RMB 1,000 ($ 141.3) for mailed item from abroad or RMB 800 ($ 113) for items from
Hong Kong, Macao, or Taiwan, goods must be cleared and subject to general import taxes (Tariff,

VAT, and CT), or they will be returned, just as shown in Table 1-1.

Table 1-1 Cross-border E-commerce Retail Importation Tax Rules

CBEC retail imports, the electronic information of which can be assessed by

Applicable scope the Customs

Tariff: zero rate for the moment;
Applicable taxes and rates | VAT and CT charged at 70% of
normal rates

Parcel tax at 13%, 20%, and 50%, depending
on the types of goods

RMB 1,000 for mailed items
Transaction single RMB 5,000 RMB 800 for products delivered from HK,
limits Macao and Taiwan
annual RMB 26,000 No limits
. . G 1 import t; Tariff, VAT, and CT
Applicable taxes for General import taxes (all VAT, enera lmp.o axe.:s( art . an )
. o Parcel tax still applies for single
transactions over limits and CT) . . ..
inseparable items over limit
Exemptions Exemptions where tax payable is below RMB 50

Words and Phrases

1. tariff ['terif] n. i

2. scale [skeil] n. P, JElE, M

3. incubation [,ipkju'berfn] . 71k,

4. fake [feik] adj. 510 n. B 15 67; Ml

5. positive ['ppzativ] adj. B R

6. flexible ['fleksabl] adj. FIAZEA; RIHH); THH; BEAR
7. lucrative ['lukrotrv] adj. B 3 $RF 21
8. pilot zone G [X

9. transaction volume %2 %)

10. intellectual property K1Y

11. the Belt and Road Initiative —7—




Key Sentences

1. The import and export scale of the cross-border e-commerce reached 1.62 trillion yuan
($ 226.8 billion) in 2020, surging 25.7 percent year-on-year, and the figures hit 1.92 trillion
yuan in 2021, an increase of 18.6 percent from a year earlier, realising a rapid growth for two
consecutive years.

2020 AP L7 45k H USR8 1.62 71200 (2,268 123570), [FIELIEK 25.7%,
2021 K% 1.92 {200, FILLHK 18.6%, SBESPEIREIGK

2. Logistics is a key factor to cross-border e-commerce services on timeliness and stability.
In recent years, innovative models are emerging in the logistics, such as building overseas
warehouses, return centre warechouses and warehouses storing high-quality goods for export.

Wi e s 5 FL TR S IR S I S E IR E VRS I 3 I Aok, Moim Ui T 6%y
B, AR BT OCEM T ORI .

3. At the micro level, the CBEC pilot zones are also enabling entrepreneurship, connecting
domestic small and medium-sized companies (SMEs) and local industries with the world.

TEROZETR, CBEC 108G DI TGN, RPN Hh IR e 5 AU R

4. Since April 2019, the parcel tax has been reduced to 13 percent, 20 percent, or 50 percent,
depending on the type of goods and can be exempted if the tax is less than RMB 50 ($ 7.07).

2019 4F 4 ARUKR, WEBEPRRE 13%. 20% ok 50%, FARERTFGedel.
RBAULT 50 e AR (8)7.07 3550), WATLAGB.

Skill Practice

1. Read the passage and answer the following questions.

(1) What drives cross-border e-commerce in China?

(2) What are China’s Cross-border E-commerce pilot zones?

2. Translate the following sentences into English.

(D) fEEsBE R p il a2 17, RS IR ST 15 0L, (take... into account)

() W B S T 2 BUBCR RS AS, DABITERES 55 L - 7 55 B & €. (implement
numerous policies and initiatives)

(3) THARAAEAE A Sy /e L 7H 2 o (online)

(4) BEEES B R g DX i, RS SR T R 2K (further expand)

(5) B SR A MY ARSI RO iR . SRk, BE. SR E

Hle%5 o (logistics, other supporting services)

Further Practice

Compare the latest development of cross-border e-commerce in China and other countries in

the world with the help of Internet and give a brief presentation to your classmates.
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