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Executive Summary

The Threat:
conditionings

trading landscape re
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Hong Kong as an entrepdt, has long been enjoying its

advantageous geographical location and ties to Mainland
China. Trading and logistics account for over 25% of her
GDP. With Mainland China being our largest trading partner,
most cargoes are passing through Hong Kong in a form of
transshipment.

The trading landscape will evolve significantly as Mainland
China enters into free trade agreements (FTA) with Association
of Southeast Asian Nations (ASEAN) countries. Origin rules
require consigned products be transported directly between
Mainland China and ASEAN countries for tariff waivers.

The Opportunity: supports from the
Mainland and worldwide attentions on
Supply Chain Visibility

The 12th 5-year plan of Mainland China has not only re-
assured Hong Kong's role as a logistics hub but also
encouraged Hong Kong to becoming regional distribution
center for high value cargo.

ABEREER

grigREg — HEEN
&

EREREREOEZPL  —ELURRE
REBBANMELE  RERENBER
MEZHE - H o E5NYRERY &8
25%Ll EBIAE EXBE (GDP) - HEIR
WERBBRANEZBH » KD EYH
RUEEHEAEBELREAL -

A > BEEPEAMERSE (ASEAN) £
ZTEHEZBE (FTA) » REREMR
AlpE  REZREPEADENEDE
7 REMBZAERTE  HAZXER
RENER  BERDENESZRRETRTE
RAVEREE

HENHRE | PEREE
HEHEERETR{CRIERE

PR (+ZHhRE) NEBRER T BB
ERIRBANA - RS BRBE B
BEEEVNEEIERD

Report of Feasibility Study for Cross Border Supply Chain Visibility Across Guangdong, Hong Kong and Asia



Whether international trades will continue to rely upon Hong
Kong as a transshipment hub will largely depend on our
continuous improvement to meet the world’s growing needs
and concerns that include efficient cross-border process,
supply chain visibility and certificate of origin, etc.

Supply chain visibility (SCV) has recently gained tremendous
Both the European Union (EU) and
Asia-Pacific Economic Cooperation (APEC) have proposed
SCV initiatives to facilitate trades. It is believed that SCV
will eliminate inefficiency including cross-border fictions

momentum worldwide.

along a supply chain, which is crucial for Hong Kong as a

transshipment hub.

Challenges of realizing SCV are not only technical in nature

but also include economic and operational feasibility
considerations. In this study the project team first investigated
all three aspects of realizing SCV, then the project team

conducted two pilot cases to further validate findings.

Studies done by IBM, Capgemini consulting and Aberdeen
group have repeatedly confirmed the importance of SCV and

it is currently on the top of top executives’ agenda.

Both the EU and APEC have established SCV related
policies with similar goals which are to facilitate trades,

stimulate economic growth and promote sustainable

development.  Specific objectives
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are to remove fictions or chokepoints
by accelerating digitalization and
information

integration across

economy boundaries.

There are many ongoing SCV related
initiatives being conducted within

the European Community and

APEC economies including Japan,
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initiatives, they are:

1. standardize and digitalize customs process and

documentation,
2. establish information standards and exchange protocols,

3. construct integrated information platform as a single

window access,
4. connect multimodal logistics service providers,
5. share information with government administrations, and

6. track and trace cargo movement for security and efficiency.

Values and the challenges of Supply
Chain Visibility

Apparently, SCV initiatives will
require time, investment and
commitments from multiple
parties. The existing ones are
mainly in planning, design or
at most piloting stage. The
objectives are to develop and
test some of the six means

listed above.

An economic feasibility study is conducted through examining
whether sustainable business model can be identified and
validated for a cross-border SCV initiative in Hong Kong.
The business model should detail the rationale of how SCV
initiative creates, delivers and captures economic value. The
economic value can be in a combined form of financial value,

social value, environmental value, etc.

Cross-border SCV services are typically treated as government
sponsored not for profit venture. Sustainability of such a
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utility service should be assessed as (1) how likely it can be
self-sustained or (2) the positive difference between value
proposition and operating cost. Government supports would
mainly for initial setup costs but not for recurrent subsidy.

At the macro level, according to an APEC study, a 10%
improvement in supply chains between borders of trade-
dependent developed APEC economies such as Hong Kong

would increase its GDP as large as 0.3%.

At the micro level, according to our interview surveys, cross-
border SCV will benefit shippers, buyers, logistics service
providers and customs. However, most of these benefits
are specific to different products or different supply chain
operation modes. They are difficult to quantify and may not
be generalized.

In this study, four business models (i.e. based on (i)
Supply Chain Uncertainty Reduction, (ii) Customs
Inspection Reduction, (iii) Issuing Transshipment
Certification, and (iv) Authorized Economic Operators)
are identified with each based on at least one of the
three quantifiable value propositions namely reduction
of supply chain uncertainty, reduction of customs
inspection and reduction of cost for transshipment
certificate.

Two cases, one in Apparel
and Clothing and the
other in Electrical and
Electronic are established
to illustrate quantitatively,
the sustainability of the
identified business models
in Section 4.4.

Based on the cross-
border pilot cases
Mainland
China, Hong Kong and Chinese Taipei, the project team

amongst

also found that the two core values of SCV which are
the abilities to (1) provide advance cargo information
and (2) monitor cargo movement status and security.
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There are obstacles that need to be overcome for effective
cross-border SCV. In addition to adopting new operating
processes and information platform, one large undertaking
would be training the users. We analyzed and assessed the
operational and technical obstacles by first classifying the
natures of obstacles into three groups namely Enterprise
Internal (El), Government to Government (GG), and Enterprise
to Government (EG).

Operationally, since customs plays a significant role in cross-
border supply chains, the engagement and collaboration of
different customs are essential for addressing issues of cross-
border SCV, such as harmonizing/standardizing cargo security
equipments, information exchange and mutual recognition of
AEO. Such GG obstacles are considered high in difficulty due
to the effort to resolve them. The EG and El obstacles, such
as provision of the technical and operational requirements
for SCV and the acquisition and installation of hardware and

software for SCV are mainly low or medium in difficulty.

Technically, the concerns are standards for cargo security
equipments and data sharing between the supply chain
partners, and the information system development of an
enterprise to support SCV. Since there are available methods
and standards, technical obstacles are relatively low in
difficulty.

Enabling technologies for cross-border SCV are mostly in
place. As technologies continue to improve for lowering
adoption barriers and costs, the technical aspect of realizing
SCV is of the least concern among the economic feasibility,
operational feasibility and technical feasibility

In short, the implementation of cross-border SCV requires
enablement, long-term collaborations and harmonization/
standardization of the involved parties and economies.
Different IT infrastructures, data formats and equipment are
currently being used by companies and government agencies
along cross-border supply chain. Interoperability is a major
concern in terms of mutual recognition, safety and security
requirement, as well as compliance to current rules and

regulations.
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Recommendations for future work

The origin rules of both ASEAN FTA and ECFA require
consigned products be transported directly between partner
countries for tariff waivers. To cope with the challenges of
the FTA between Mainland China and other economies, it
is recommended that Hong Kong SAR Government needs
to actively participate in FTA negotiation with major trade
partners, and also study the use of cross-border SCV, besides
the existing methods (e.g. issuing certificate), as an alternative
means to authenticate the origin/ transshipment of goods, as
well as to propose to Mainland China to leverage such SCV
solution to facilitate the certification of origin/ transshipment
of FTA goods in order to sustain Hong Kong's role as gateway
to Mainland China.

In order to reinforce Hong Kong's role as the premier
maritime and logistics centre in Asia and gateway
to Mainland China as well as to enhance the overall
competitiveness of the logistics industry, Hong Kong
should take following steps towards the realization of
cross-border SCV:

I. Being a pathfinder to diagnose the readiness and
implementation capacity on cross-border SCV.

Il. Encouraging wider participation of cross-border
SCV in regional level, especially through
government-to-government liaison with Mainland
China, to facilitate the certification of origins /
transhipment of FTA goods, as well as to leverage
APEC/ABAC platform for public-private
engagement and cooperation.

lll. Establishing a framework for information connectivity
by using data standard and data visibility platform
to provide interconnectivity to public-private
stakeholders along entire supply chain.
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ABOUT GS1 HONG KONG

Founded by the Hong Kong General Chamber of Commerce
in 1989, GS1 Hong Kong is the local chapter of GS1®, a not-for-
profit, global supply chain standards organization headquartered in
Brussels, Belgium, with over 110 national chapters in 150 countries.
GS1 Hong Kong's mission is to enable Hong Kong enterprises to
have more efficient, visible and safer supply chains through the
provision of global standards and a full spectrum of standards-based
solutions and services, thus making possible business optimization
and value creation.

ABOUT THE ASIAN INSTITUTE OF SUPPLY CHAINS &
LOGISTICS OF THE CHINESE UNIVERSITY OF HONG KONG

The Asian Institute of Supply Chain & Logistics (formerly known as
Li & Fung Institute of Supply Chain Management & Logistics) was
established in 2006 with a generous donation from the Victor and
William Fung Foundation Limited. In 2012, we are very happy to
have the industry leaders including Cathay Pacific Airways Limited,
China Merchants Group, Kerry Logistics, and Pacific Air Limited,
joining the Fung Group to support the Institute. In the years to
come, the Institute will play the role of a key driving force in the
development of logistics services and supply chain management in
Hong Kong and the rest of Asia. We will continue to strengthen our
cooperation and collaboration with industry leaders to spearhead
forward-looking best practices, and to set examples for others to
follow.

ABOUT LOGSCOUNCIL

Formed in December 2001, the Hong Kong Logistics Development
Council (LOGSCOUNCIL) provides a forum for the stakeholders to
discuss and co-ordinate matters concerning “Logistics Hong Kong”.
Members from the public and private sectors are appointed by
the Chief Secretary for Administration. Building on Hong Kong’s
connectivity and infrastructure, the objective of “LOGSCOUNCIL" is
to create an even more conducive environment so that Hong Kong
would remain as the preferred international and regional logistics
hub and a supply-chain base.

Contact Us Bi&Hi%

®

1

Hong Kong

GS1 Hong Kong &8EmiREHE

22/F, OTB Building, 160 Gloucester Road, Wanchai, Hong Kong
BEBEFETITE1605BIMETRTRE 2218

Tel E3%: (852) 2861 2819  Fax {#H.: (852) 2861 2423  Email EE: info@gsThk.org

GS1 is a registered trademark of GS1 AISBL www.gs1hk.org

FRGS1 HONG KONG

GS1 Hong Kong A 1989 HEBBIE LI ' =
CSIHENKEAB — e —MEMEEA
Eia 2RI EEEEN IR FIME o CS1AAIPL
RUEFIRNEHHEER  HEER0EKE
A% BRZEIRI50fEEZ © GS1 Hong Kong &
EDRMEEZENDZEAANRATERR
B ZRBLEZAEENE ERZERENE
ZRMHLESE - DB EBLAEEE -

FRR & B i SR SR Ea i R 88 R V)i B 5 P

FENB R R R TR ) RIS A TRISH
EREERDAMAN,  XNEKEEHT
20066 IL < 20124F » RT#R E—FNR
BERFERRAMEERNHEBENYRTO -
EAGRENEEENFESD  BREEIRAN
XF B BRMZE  ZEWR (BB BR
AT BEREE (F8) BRAT kAT
MEBRAT > B2A " RNGEELYRMR
Fi. o MIRFREREZHMARBRIE &
BEXFRFEZNAE

HMREBMARER

EBMRBRBN2001F12AKL - BNRIER
f—ET SN Em RRREEDRRRN
FH - REAZERALEHBHKE BB R AR
RIE - BERBENE/\E  ERRETHE - EiY
RERDEYAEE—BEANNRE  £FE
HEEEEGR LR B RN TEL LS EEE
WA -

TREERS



