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Features and Prospects of China Logistics Industry Development

Features and Prospects of
China Logistics Industry Development

( Preface)

1. Features and Trend of 2007 China Logistics Industry Development

2007 is a year that our logistics industry developed quickly and also a year that
the logistics industry changed significantly and made a materiality progress. The Party
Central Committee and the State Council paid more attention to the logistics industry,
and the industrial development environment was further improved. The progress of the
logistics industry harmonizing with other industries, especially the manufacturing in-
dustry, was accelerated. The modern logistics industry develops with swiftly sprea-
ding from the Pearl River Delta, and the Yangtze River Delta to the Bohai Bay Area
and the Mid — west Region. The service system of the rural logistics is gradually
formed, and the role on raising the quality and efficiency of the national economy
growth played by the development of logistics industry plays is getting clearer and
clearer. The Personnel Department and the China Federation of Logistics and Purcha-
sing organized the first activity of selecting and awarding Exemplary Units, Working
Models and Advanced Workers in the national logistics industry. The industrial cohe-
sion and social influence are further strengthened. Looking back the development of
our logistics industry, there are many remarkable new features and trends.

1) Our logistics industry developed quickly, promoting the national economy to
develop very much and quickly. In 2007, our national economy kept the good and
quick development trend, and the GDP growth attained 11.4% higher levels. The
reasons of our ecbnomy’s keeping the continuous fast growth of are various. Among
them, the quick development of logistics industry is the important foundation and sup-
port of the good and quick development of our economy. Firstly, the quick develop-
ment of logistics industry assures the coordination of the development of our national
economy. According to the statistics and checking made by CFLP, in 2007, the total
amount of our social logistics reached 752 thousand billion yuan, 26. 2% increase

compared to the last same period and 2.2% more faster increase than last year. The
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freight transportation reached a total amount of 22.53 billion tons, increasing 10.7%
higher than the GDP growth. This is a rarity for the last several years. The quick de-
velopment of the logistics industry provides a fast and lucid logistics service for the
development of our national economy, noticeably raising the coordination of the econ-
omy development. Secondly, the quick development of the logistics industry plays a
positive driving role in our country’s changing the method of the economy develop-
ment. In 2007, the increment value of domestic logistics industry is expected to reach
17 thousand billion yuan, 20.3% increase compared to the last same period . The
proportion of the increment value of the logistics industry in the whole service industry
is raised from 17. 1% of last year to 17.6% or so, 0.5% .increase, and its proportion
in GDP from 6. 7% of last year 6.9% . That not only shows a further greater contribu-
tion of the logistics industry to our national economy, but also highlights the signifi-
cant role of the development of logistics industry on enlarging the service industry and
changing the method of the economy development. Thirdly, the quick development of
the logistics industry noticeably raises the quality and efficiency of our national econo-
my development. In 2007, while our economy kept a good and quick growth, there
appeared some remarkable problems of a higher growth speed and the price structural
rise, including the rise of CPI and an obvious rise of the prices of the resource prod-
ucts as well as the increase of the workforce cost. Because of the scarcity of the re-
source products and the continuous promotion of the workforce quality, the increase of
the raw material cost and the workforce cost becomes an inevitable irreversible trend.
Enhancing the logistics efficiency and reducing the logistics cost will therefore be an
important way to raises the national economy and the enterprise business quality and
efficiency. In 2007, under the situation of the significant increase of the price of the
international oil and the slight critics of the supply and demand of the domestic petro-
leum products, the logistics industry faced a great challenge. As a whole, while the
logistics industry raised the whole logistics efficiency, the logistics expenses kept the
trend of steady movement.

2) The strength of the logistics enterprises was getting further stronger, and the
market integration was noticeably improved. The continuous development of the logis-
tics enterprises is a basic trend of the development of the Chinese logistics industry in
the last few years. On one hand, the swift development of the Chinese logistics indus-
try educated a large quantity of the logistics business enterprises with a certain scale

and strength. Several years ago, except COSCO Group, China Shipping Group,
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SINOTRANS and CMST, as a whole, the scale of the logistics enterprise is very small
and its strength is also very weak. In the last few years, a number of logistics enter-
prises snatched the opportunity of the quick d’evelopment of our logistics industry to
develop bigger and stronger. The number of the logistics enterprises with a scale of 10
billion yuan or more was few before. Currently, there are tens of the logistics enter-
prises with a scale over 100 billion yuan. Enterprises, such as China Railway Express
Co. ,Lid. , CNPL, China Railway Container Transport Co. ,Ltd. , Guangdong Nanyue
Logistics Co. ,Ltd. , SITC Logistics Co. ,Ltd. , Qingdao Haier Logistics Co. J e
China Railway Materials Commercial Corporation, Anji ~ TNT, PGL Logistics Group,
and Beijing ZJS Express Co. ,Ltd. , were developed quickly in the last few years.
Some of them have been leading positions in the industry, and some have become the
leader of the local logistics enterprises. On the other hand, Integration, merger and
recombination spread deeply out the domestic and international logistics enterprises,
promote the logistics enterprises to grow up quickly. Especially in 2007, China Post
Group was established, China United International Rail Containers Co., Ltd. with 7
shareholders from home and abroad started operation, and SINOTRANS carried out
the integration and recombination according to the professionalisation and business
feature. The oversea — funded enterprises started to acquire the Chinese logistics en-
terprises in 2005. There were some new cases in 2007 : YRC Worldwide Inc. ac-
quired Shanghai Jiayu Logistics Co.,Lid. , Schneider Logistics Inc. acquired the ma-
jor business asset of Pro — Trans Logistics Co., Ltd. , and Merchandise Worldwide
Inc. acquired CHIC Group. Integration and merger are promoting the main business
to converge the advantage enterprises. According to a preliminary understanding, our
leading logistics enterprises increased at a range of 30% or so in 2007. Especially,
the private express enterprises increased very quickly. For example, the business in-
come of SF — Express reached already 5 Billion yuan, increasing 60% and SF — Ex-
press reached 1. 12 billion yuan, increasing 46% .

3) The modern logistics method extends to purchase, and the supply chain man-
agement appears a trend of quick development. The supply chain management is a kind
of brand — new principle of management, representing the basic trend of the modern
logistics development. With the extension of the modern logistics method to purchase,
in the last few years, especially in 2007, the development of our supply chain man-
agement presented a quick growing trend. The main features are shown as follows:

Firstly, the multinational company strengthened the purchasing power in China, sets
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