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Abstract

With the development of international transportation, freight forwarders have become more and more
important in international transportation. International transportation is a process of work and a project
carried out in cooperation with many parties. Shippers, carriers, freight forwarders, customs and customs
brokers are connected by the cargo movement. A freight forwarder acts as the designer of international
transportation, which plays an important role in international transportation. Freight forwarders arrange
the whole transportation from the shipper’s place to the end destination, because freight forwarders can
design appropriate transportation solutions for customers. With the help of freight forwarders, the
transportation is more reliable and freight forwarders can help customers to cut extra costs.

The research of the study was based on the existing materials from books, public resources, materials
and interviews conducted in the company where the author did his practical training.

The purpose of this study was to describe the procedure of international transportation, the advantage
of using freight forwarders in international transportation, and the benefit which a forwarder can bring
to customers. In addition, the condition of the Chinese market was also described.

In order to illustrate the situation, the case company Headwin Logistics was studied in the thesis.
Headwin Logistics represents a group of successful new private freight forwarders in the Chinese market.
They should contribute their success not only to the big economic environment, but also to the creative
management and appropriate strategy.
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1 Introduction

1.1 Background

With the development of global business, cargo gptport is increasing rapidly. In
the year 2008, the amount of export and importtah& was 2561.1 billion USD,
17.8% higher than in 2007. Freight forwarders dagipg an important role in export

and import.

A product is worthless until it reaches a custos&end, but how to reach to
customer is a complex question. For example; & tadalnufacturer in New York
wants to transport table to Helsinki. The manufestmay know where Helsinki is,
but he might know very little about the transpadmaisystem from New York to
Helsinki, neither know the transportation systerkimand. For the manufacturer, the
guestions are following: Where are the customeratx exactly? How to deliver the
table to customers? How to arrange transportatitmwWever, freight forwarder is
professional in this filed and helpful in the siioa. This is because freight
forwarders have many advantages, such as: expedamployees; capability of
choosing delivering methods, and professional taisnanagement.

The freight forwarder is the bridge between theiees, port and cargo owners. The
freight forwarder helps cargo owners to arrangeacus clearance and manage cargo
shipping. When a company needs to export/impoga;ahe best way is to find a

freight forwarder to arrange everything.

1.2 Objective of the Thesis

The study deals with freight forwarding operatiow és important role in

international transportation. Freight forwardenrs teir business carrying out various



functions, such as: warehousing, container loadingtoms clearance etc. The freight
forwarder is not the only one party playing in theernational transportation, many
other parties are also involved in it. The objeetivas to study: the procedure of
international transportation, the advantage ofgifieight forwarder in international
transportation and the benefit which the forwarser bring to customers. All the
study is based on the Chinese market and focusatransportation, and a case
company from China was studied.

1.3 Methodology

The theoretical approach of this study is mainlydabon literature and public
resources. In addition, personal interview and casepany materials were also used
in this study. The facts were taken from public aagde company; these facts are
available on the public websites and magazine.clse company research materials
are from the employee interviews, the company’stmge&ecords and. This study is
based on introducing the basic knowledge to hegpleeto better understand this
study.

1.4 Commission Company

Headwin Logistics Co., Ltd. is a NVOCC (Non-Ves&glerating Common carrier)
approved by Ministry of Communications of China &MC(Federal maritime
Commission) of USA. It also the Class A freightviarder in China and operating
as the class A sales agency for airfreight.

Headwin Logistics was established in 2001. Aftghelears’ fast development,
Headwin logistics has spread to most of the pdescin China. It owns two sub-
companies in US and Spain, more than 100 agenis@itbhe world, and around 400
employees. Headwin Logistics should contributef#is¢ business not only to the

global economy development, but also to the excetteanagement. The global



economy crisis heavily hit the logistics businesgorld, but Headwin logistics could
deal well with and keeps its business growing.

There are 7 departments (Sales department, Pagpartment, Commerce
department, Airfreight department, Marine departth@farehouse and Customs
broker) in this company working together to forwardontainer to get on board. The
handling time between receiving an order and shgps only 2-4 days, 7
departments work step by step. They should coapeféitiently to make sure that the
freight forwarding process works well and the cargagets on board. This study can

help people to understand how this company manggkgistics system.



2 Theory Background

2.1 Logistics and Supply Chain

2.1.1 Definition of Logistics

Logistics is the concept of how to manage the megemovement, the materials
movement between the raw material collection andllfy the disposal. The
movement must meet the customer’s request. Notsidyld it meet the request of
the right time, right place, and right product, blg#o it must meet the requested cost
and condition. The core of logistics is to minimthe cost, the cost here referring to:
the handling cost, shipping cost and the cost chhgeontainer delay ather
mistakes. If the handling and shipping cost is mbam the profit that the product can
make, it is not a good logistics solution, evethd product arrives at the right place
and time, that's why seaway is the first optiotirife is enough. ( Bowerso$&Closs,
1996, The Integrated Supply Chain Process, Patidpter 1 Logistics.)

2.1.2 Definition of Supply Chain

Supply Chain is the system of information, humachtology, equipment involved in
connecting to commodity movement. It includes: Waresing, transportation,
production, distribution between raw materials @diion and the disposal of end
product, any movement of a product is one parupply chain. There is no start or
end point in the supply chain, but any one of treswities can be a start or end point

in a company supply chain system. (Supply Chaia020



2.1.3 Supply Chain Management

Supply chain management is a strategic managemeontrol all the activities in
supply chain, from a new order arriving to the pretdoassing to the customer’s hand.
Different companies cover some of these activibggspecializing in the supply chain
system and operation pattern, in order to seeknisamum value of the supply
chain.( Mentzer, 2001, P2.)

2.1.4 Supply Chain and Logistics

Supply chain is “what to do”, and logistics is “héavdo”. In a supply chain, people,
information, material and technology are pushingvird the movement of a product.
While, logistics is to learn how to manage each emoent of the supply chain, and
seek the lowest cost and fastest shipping. In @al ituation, the customer can get
his product just on time, instead of being aheaalfi@r the schedule. Delay makes
extra cost, arriving earlier also makes extra dostause extra material in stock
increases inventory, reduces available cash, &ed taore administration work. A
product never stops moving until it arrives at tiomer’s hand. Everything should
be planned and calculated accurately, includingatheunt of material consuming. In
that case no mistake is allowed during operati@gidtics people plan everything
well before so that the supply chain can follow pien exactly.

The supply chain is connected with value chain.riggéep of the supply chain can
add new value to the product. Meanwhile, supplyrcigaa cost chain, which means
every step of supply chain is costing money. Eveoyement of a product makes a
new cost, because human resources, equipmentation and technology are
involved in moving that product. Logistics is tady how to connect every step and
transport the product faster. The purpose is tamipe cost, reduce transfer time and

mistakes.



2.2 International logistics

2.2.1 Introduction to International Logistics

International logistics is the concept of crossdeommaterials movement. It is the
extension of domestic logistics. International &tigis concerns more issues than
domestic logistics. International movement needs¢gs the border from shipper
country to destination country. More certificaticarsd documents are needed for
international trade and customs inspection. Il@tiéonal movement concerns more
parties, 3PL is involved for most of the times. Elanformation needs to be collected
for shipping and cargo transfer. Legislation, cordityostandards for health,
properties or functions are different in each cour@ommunication affairs between
different countries, cultures and time zones nedaktconsidered in international
movement. International logistics requires more gplicated transportation

management.

International logistics is associated with inboumovements, outbound movements,
and overall logistics management. Sourcing, puiogagventory management and
productions are typically associated with inboulesvé. Demand forecasting,
marketing, order management, packaging, warehoudisigibution, customer service
are typically associated with outbound flows. Inwen management, transportation
management, distribution management, scraps dispogaplant movements, plant
and warehouse site selection are normally assdorte overall logistics
management. Each of the activities is separatehleytmust be planed and executed
in coordination with each other and with any ottugrction of company’s supply

chain system.

Logistics Standardization

Logistics standardization refers to the logistigstem as a target, associated with
transportation, packaging, loading/unloading, wateing, and information



processing, to publish and implement the techrstzaldard to meet the co-ordination
requirement for the whole logistics system. Logsstandardization includes
technical standards for equipment, facilities ayald related sub-systems; to make
working standards for packing, loading/unloadind &mansportation related fields; to
unify the whole logistics system standard by camaton of technical standards and
working standards; to study the cooperation ofidigestics system and other related

system, to seek the unity of international logssgstem standardization.

International transportation flow

International transportation is not only a systemtfansporting containers using ships,
but it also need to handle the issues before aedtak shipping, and lots of work

needs to be done. The following figure illustrates process of international

transportation.
Export
3.Customs
o 2. Booking clearance , Import
2.Customs
6. Sign bill 4. Export
ofladin Ee,m.ss.o n clealance
1. Exchange
Exportatlon for DIO 3. Export
order 5. Move
c ntainer
4. Take container

FIGURE 1. International Transportation Flow

The basic export process is: (1) Shippers senduest to the forwarder, and
forwarder arranges transportations for the shipi2grThe freight forwarder books
space. (3)Customs broker does customs clearanes, tlvh exportation is permitted.
(5) The shipper moves cargo to the forwarder’s Wawse or port waiting for loading.
(6) Carrier or Carrier agent sign the Bill of LaginThe Import process is: (1) When
the carrier moves cargo to the destination cousniy unloads the cargo, the
forwarder exchanges D/O from carrier agent (2) @ustbroker does customs

declaration, and move cargo to consignee when img@ermitted.
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2.2.2 International Transportation Solution

Various transportation modes, equipment, transpontananagement and
technologies are used in international transpomnats well as related international
standards for packing, loading/unloading are usadternational transportation
seeking an integrated, fast, visible, seamlessiplie, reliable and low cost
transportation. Various transportation optionsaualable for international

movement. Speed, cost, reliability and flexibige important points to be considered
when selecting a transportation mode. The shipgercboose transportation modes
according to the cost, speed and customer’s regeine Sea, railway and air are the

three most popular transportation modes in crossdognovement nowadays.

Sea shipping

With the implementation of containerization andbglbstandardization, sea shipping
cost reaches the lowest level. The cost to shigiragh shoes from Shanghai port,
China to Long beach, US is only a few USD cent® dtntainer carrier capacity is
larger and larger, the recently launched Maers&-tiarrier has the capacity of over
11,000 twenty-foot containers (TEU). The shippimigefor each item reaches as low
as possible. And with the consummate vessel loadimigading facility and the
development of surrounded on land transportatisitesy, the cargo handling capacity
of the world ports is increasing significantly. Gaimer carrier loading /unloading is
available in most of the ports. There are 16348aniktons of cargo handled by port
(8168 million tons of cargo were loaded and 818Mianitons of cargo were unloaded)
in the year 2008, increasing by 2.5% compare tydae 2007 (15943 million tons

of ). More than 60% of them was transported by @oetrs. Advanced technology is
used in carriers, as well as the integrated lagistianagement in vessel shipping,
which makes it reliable. To sum up, low costs aeeliiggest advantage of sea
shipping.(World Container Traffic, 2010)
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Air cargo shipping

Air transportation is the second most popular wawiernational trade. It is the
fastest mode, it takes less than a week to comalstepping from receiving a
shipping order up to the customer receiving thgaawhile the same order’s cycle
may takes around a month by a vessel. The flight thetween two most faraway
points on earth is less than one day, but the wstalgping time includes: shipping
space booking time, on land haulage time, flyinggeti transfer time,
loading/unloading, time, customs and shipping mara@msumed time.

Railway

Railway is becoming popular in international trae¢ause the shipping time is
shorter than that for a vessel and the cost isioRan in airfreight shipping. But
railway is limited because the railway dimensioifietences in different countries
and geographical problems. Nowadays, there arertt@mational railway lines across
Europe and Asia. Both start from China, end in Mesand Rotterdam. DB Schenker
launched the Eurasian landbridge service from Bgijo Hamburg in 2008; the

journey takes less than 20 days (DB to launch Eamdandbridge service, 2008).

Trucking

Truck is the most flexible transportation modes ithe only one mode that can
archive door to door service, port to door seraiod station to door service. It is
capable for short distance movement, irregularspartation, loading/unloading cargo
at more than one point, and reaching any placeevt@stomers are located. Trucking
is the complementary part to the three main trartapon modes. None of the three
most popular transportation methods is able to detm@ shipment from shipper to
consignee. Most of the shipping destination is afsay port and train station, and
the cost is too high to build a rail way or porb. tBuck takes the responsibility to load
the container/commodity from the port/station aetivér them to the final destination
where only truck can reach.
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Land Bridge and Air Bridge

Inter-modal transportation is widely used in inegfanal cargo movement. The
typical combinations are ‘sea+ air’ and ‘sea+ lafidiie purpose is to solve
geographical issues, reduce transportation rogtartie, minimize the transportation
time, and lower the shipping cost. Mini-bridge drohd Bridge are the typical ‘sea +
land’ inter-modal transportation systems that uaifiysea shipping and land shipping
in one shipment. Mini-bridge is a transportationd@dhat transfers cargo from port of
departure to the destination port by ship, and¢seof the movement is done by
railway. Land bridge is linking up transportatiomde that uses’ cross-land railway or
road to connect two sea shipping lines. The crasd-tailway or road transportation
are the middle part of the whole movement. For gdanthe route China-Long beach,
US-New York, US, cargo is transferred from Chindomg beach in US is by ship.
And after that, by railway. Air bridge is coopematitransportation model of sea
shipping and air cargo shipping, taking the advgmtat the air transportation speed
and the low expense of sea transportation. Thenalgo can reach the destination on

time and the cost is not so high.

FIGURE 2. Freight Modal Comparisons

Comparison Factors Modes of Transportation
Airlines Water Railroad Motor Pipeline

Cost(1) 1 5 3 2 4
Speed(2) 1 4 3 2 5
Reliability(3) 3 5 4 2 1
Capacity(4) 4 1 2 3 5
Flexibility(5) 3 4 2 1 5
Capacity(6) 4 2 3 5 1
(tons up to) 125 60000 12000 25 2.5 mil.

(1)1=most costly, (2)1=fastest, (3)1=most reliabléerms of meeting schedule on
time, (4)1=best ability to transport various proau¢5)1=most flexible in terms of
door to door delivery and number of geographic soserved, (6) 1=ability to carry
highest amount of tons in one trip.(Bloomberg, 2002.)
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2.3 Selling Terms

In every international movement, there is a pdiat aat a certain time and location,
the cargo is transferred to another party, andebponsibility of taking care of the
damage of cargo during the change is give to angiuty. The party should pay the
cost for the rest of movement charge. The partelwbhould take care of the
insurance charge, has the responsibility for airenthe following movement to
change to another party. Selling terms define titeed of each party in each time and
part of the transportation, and when the paymemtiishbe done. Selling terms also
have an impact on the cost and service and calijogsgrice. By defining the duties
and responsibilities, selling terms also have goaich on the benefit of 3PL,
especially important to freight forwarders. Thdieglterm indicates clearly different
services that departure country forwarders andrdggin country forwarder need to
provide. (Wood, Barone, Murphy, 2002, 278-281.)

International terms of sale are contained in tl®tarms, which are a set of terms that
define respective responsibilities and are pubtidhethe International Chamber of

Commerce (ICC).

List of Incoterms

FCA Free Carrier (hamed place)
FAS Free Alongside Ship (hnamed port of shipment)
FOB Free On Board (hamed port of shipment)

CFR Cost and Freight (named port of destination)

CIF Cost, Insurance and Freight (named port ofiisbn)
CPT Carriage Paid To(hamed port of destination)

CIP Carriage and Insurance Paid To(named port sifrasion)

DAF Delivered At Frontier

DES Delivered Ex Ship (named port of destination)

DEQ Delivered Ex Quay (named port of destination)

DDU Delivered Duty Unpaid (named port of destinajio

DDP Delivered Duty Paid (named port of destinati@imcoterms 2000.)
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These Incoterms are used in sea shipping, air slgppilway and road transportation.
Each applies to specific conditions and transpiorianodes, and only PCA, CPT,

CIP apply to all transportation modes. In this gtud/o of the most often used selling
terms FOB, CIP are discussed, more details infaoma available in the ICC
website:

FOB

CIP

The seller delivers the goods to the vessel nameldenbuyer at the named
port of shipment.

The buyer bears all risks of damage and loss tharime the goods have
passed over the ship’s rail at the named portiphsént, including the
possible damages that may occur if the vessel f@dimed does not arrive in

time or it is unable to take the goods.

The buyer pays all costs that occur from the tingegoods have passed the
ship’s rail, also the possible costs that may oddine vessel does not arrive
on time. The seller pays export formalities.

The seller delivers the goods to the carrier enstipulated date or within
the agreed period.

The buyer bears all risks of damage or loss ofythals from the time the

goods have been handed over to the carrier.

The seller pays the insurance premium, freightexqbrt formalities. The
buyer pays the unloading of the goods (unlessnibtsor the seller's account

according to the contract of carriage) and the irmnfoomalities.

The forwarder does not care about which party takes of the risk and pays the cost,

the forwarder cares about which party arrangesid¢igery and to that destination.

Compare these two selling terms, in both FOB ari®l t€ims, the seller pays the

exportation cost and all other transportation amdrgement costs before cargo is
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loaded on board, and the buyer pays the importatishand on-land haulage cost.
The biggest difference from the forwarder’s poihview is that the CIP term

indicates that that seller pays the carrier shigpiost; that means in that CIP term, the
seller can decide to use which shipping line, &rdfdérwarder can take benefit from
booking shipping space for the seller. The sumrmoétiie obliged duties of each

party see Appendix 1

2.4 International Transportation Documents

2.4.1 Document Function

Along with the cargo, there are many essential dwsus to complete the movement,
for example customs declaration documents, admatiigé documents, transport
documents, commercial trade and insurance documéat®us documents are used
in international transportation, but only a fewtleém are used in most of the
international movement, which are commercial traxle transport documents. These
documents should be ready before the movement ©iefiire shipper may not actually
prepare these documents if the shipper utilizeséingce of a freight forwarder. In
that case, freight forwarders determine what docusare needed for exportation and
transportation, and what content should be includede documents. The shipper is
responsible for the content of the documents. Téigtit forwarder fills the
documents, so that the shipper has the legal regplity of the content. If any
information provided by the shipper is wrong, thgper has to take the
responsibility for the possible delay, extra casliegal responsibility. Before shipping
and preparing the documents, the buyer or freightdrder must make clear what
content is needed for importation when goods rélaelestination country. These
documents are being transferred along with theacarge required language for these
documents is English in most of the countries,ibgbme countries, local language is
also required. The purposes of these documen{gaineson, Thomas E, 2002, Part2
Chapter 4.):
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® To protects the cargo: certain transport documemsesent the information
of the goods, quantity, size, weight. These docusgive the right to collect
goods from carrier, and give a reference to as&nmty if any damage on

cargo occurs.

® To help customs declaration: some of the docun(eetsificate of origin,
commercial invoice) which represent the evidenctneforigin of goods,
amount, value, property, customs can collect tak@we the permission for
export/import.

® To be the proof of contract: some documents reptdke delivery date,
condition of goods, and other goods details, tiieseiments prove the

compliance of contract. (Export Documentation, Refe Oct 2009.)

2.4.2 Document Types

The most often used documents to do customs dé&olaiae authorization letter (if
not the cargo owner do customs clearance), Origilabf Lading (B/L), Delivery

Order (D/O), Commercial Invoice, Packing List, Qaet of sale, Certificate of Origin.

Commercial invoice

Commercial invoice (See Apendix 3) is the most intgoat document, it includes most
of the important information of the transportatitime terms of sales and payment,
guantities, price, date and all reference are coetia Commercial invoice is not only
used for transportation, but also used by customspms assessments the tax and
duty based on the values presented in the comrhare@ce. Freight forwarder
prepares these documents on behalf of the buys=ller. (Johnson, Thomas E,
2002,116.)
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Bill of lading (B/L)

Bill of lading (See Appendix 4) is issued by freiglarriers as an evidence that the
carrier has received the cargo listed in the illading, and agrees to deliver cargo
to the specified destination under the conditiaat the carrier has agreed. A bill of
Lading has three types, ocean way bill of ladingway bill of lading, and inland bill
of lading. Freight forwarders can issue its owhdidillading which is called “house
Airwaybill” (for air) and “House bill” (for sea). feight carrier issued bill of lading
called “Master Airwaybill” and “Master bill”. (Jolson, Thomas E, 2002,118-120.)

Packing list

Packing list (See Appendix & used to describe that specified cargo in thedis
handed over to carrier or freight forwarders. $oatlescribes the amount, weight and
size of the cargo. (Johnson, Thomas E, 2002,120.)

Dock and warehouse receipts

Dock and warehouse receipt is issued by eithegtitdorwarder or carrier to prove
that the cargo included in dock and warehouse pecereceived when inland carrier
hand over cargo to their warehouse. Also it acts egidence that inland carrier has
finish the delivery. (Johnson, Thomas E, 2002,133.)

Certificate of origin

Certificate of origin (See Appendix 6) is a cediie signed by exporter to show the
country that the cargo has been manufactured alupeal. Customs use this as a fact
to collect tax. (Johnson, Thomas E, 2002,133.)
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Delivery instruction and delivery order (D/O)

Delivery instruction is issued by freight forwarderinland carrier indicate delivery
instruction on which ocean carriers is selectedwahidh port is transported to. This
must be distinguished from delivery order. Deliverger is the voucher used to pick
up cargo from port. Consignee bring bill of ladbogcarrier and take delivery order

back, and they pick up cargo by using delivery pedel do customs declaration.

Animal, plant and food certificates

Animal, plant and food certificates are certificaté inspection performance by

export country in order to satisfy the requiremfentn import country customs.

Shippers’ declaration of dangerous goods

Shippers are required to provide special declarairanotice to inland and
international carrier if the cargo is hazardousirtust commonly used documents are
the certificate of origin, commercial invoice, cafes invoice; dock receipt, insurance
certificate, letter of credit, ocean bill of ladiregr way bill, shipper’s export
declaration, packing list, delivery order and caat of sale. Also there are various
documents are required in international transporiatustoms invoice, draft,
entry/immediate delivery, entry summary, exporefise, form A, form B, import
license, insurance certificate, letter of creaisd and damage claim, manufacture’s

certificate, shipper’s letter of instruction, siagiccess document.

Export licenses

Export license (See Appendix 7) is the permissioexport transaction.
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3 Freight Forwarder

3.1 Introduction to Freight Forwarder

The freight forwarder is a third party logisticopider, also referred to NVOCC(Non-
Vessel Operating Common carrier). Forwarders dawnot transport vehicles, they
deal with various carriers (shipping line, truckliae) and agents. Forwarder takes
profit from charging customer service fees. Thegthat forwarder pays for shipping
space from the carrier is lower than the price bich that forwarder sells to the

shipper, so that they make profit from the pridéedence.

Nowadays, freight forwarders are multi-function iagjes, concerning not only
selecting carrier, but also concerning the custavasehousing, documents handling,
and even every small issue before cargo reachangedhtination. The main jobs of
freight forwarder are arranging cross border cangevement; advising shipping
solution and choosing the best shipping methodcandger, booking space from

carrier, supervising loading/unloading, consolidgtiCL, consolidating many

carriers to one destination, helping customer toukioms clearance. The services
provided by each forwarder are various dependinthercompany size. In some cases,
forwarder also acts as a carrier in part of thg@anovement, for example the
forwarder may use his own truck to move commodities the customer’s factory to

port, and forwarders could operate warehouse fckipg and loading LCL cargo.

Freight forwarders are consigned by the consigmaritange shipping, transfer,
loading /unloading issues. On the one hand frdmfarders sign a contract with the
consignor, on the other hand, forwarders make &ractrwith the carrier. In the
consignor’s point of view, the forwarder also am$sa consignee. Their target of
serving customers are cross border cargo shippirigyrivate packages and letters are

not included; carrier's commaodity shipping spadérggagency; consignee in
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destinatiorcountry; and custon. In some countriesprwarders act as the assistant:

customs when doing customs clearal

Forwarding is a small |rt of transportation. Movingargo from seller to buyer is jL
a small part of the whole supply ch. Forwarder is involved in this part of movem:
Purchasing, inventory, production, warehousingrithigtion, transportation an
recyclingare the maiielements of the whole supply chaliwe zoom in, we can se
more detagd part of each eleme. Takinginternational transportation frothe seller
to the buyer as aexample, packing and loing on pallet, loaithg to container,
shipping acontainer fror seller's warehouse to port, loadiogntainer on boarc
clearing thecustoms, movin a container to destination pont essel, clearin
customs, sendingontainer to buyer, each of these sis execute by one or more
parties. Forwardeltoes nodo any of these movement, but ahne transportation
and trackghe container all the way the buyer.

FIGURE 3Relation between supply chain and supply chain geman

Purcha Produc B Wareh Dlstrlbu
sing tion ousing UOn

Recy
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Supply chain Zoomin

flow \

Operations: Sale Load On-land Clear Load/unload
Products Container Haulage Customs Ship

Freight forwarder arrange and monitoring

Buyer and seller monitor and management
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3.2 Forwarder Class

Freight forwarder classes

Depended on the size and handling capacity, forevardre divided into a few classes.
Every country has different standard for classhegforwarders, in this study China is
taken as the example. There are 4 categories (8,dhd D) to class forwarders in
China. According to the company size, businesop@idnce, abiding the regulation
set by the customs, the customs could have a pegjmeinistration to forwarders.

Each class of forwarders are treated differentlgs€ A is the category for best

performed forwarders, and can enjoy the best custmministration convenience.

Certifications

To be able to have the competence of providing\dacse the forwarder has to gain
certain certification, the certification often uded freight forwarders and the

competences are follows:

» Certificate of Permission for Sale & Agency of Intenational Air
Transportation: which is also called “bronze plate”. It is a deeation for the
sales agency to certify the approval of qualifeatio operate the international
air cargo business. The other also essential cu&ldn for airlines is to
appoint a sales agency to have first class boakiragpncerning any sales

agency activities. See Appendix 2.

* NVOCC: Non Vessel Operating Common Carrier is the gedifon that
certifies this person or unit registered and appdaw operate ocean freight

shipping without any vessel, and can issue its BAN(Bill of Lading).
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3.3 International Freight Forwarder Functions

Freight forwarders do not produce products. Theylmcalled an agency, because
they act as a kind of service industry, to senaglpction industry. Freight forwarders’
work is not moving products either, their workascoordinate all parties needed for
the commodity movement, to execute the movememtrdog to plan and strive
against damage and delay. They offer serviceippsls and live on the commodity
transportation. Besides, forwarders also do VASy¥#®dded Service) for their
customers, which are becoming more and more impiriaoday’s fierce

competition.

Advice carrier and transport mode

Freight forwarding is the main business area. ltdigywarder needs to find the best
solutions from various carriers and transport modlesre are various airlines and sea
lines running freight shipping business at the gnés~rom one point to point
transportation has many choices available, bylseaijr, by railway or intermodal.
When the freight forwarder has received a shippirtgr from a customer, the first
work is to gather all the information and find thest price, date, time, terms of sales
and terms of payment. Best price does not alwaymmthe lowest price; the best
price can be a normal price with some benefitsef@mple, future cooperation, more
business, extra service. In some cases, the caesdpsignates the carrier, and the
forwarder acts as a consignor who has to choosedsignated carrier. In the case
freight forwarder has to accept the price offergdhe carrier and it’s hard to
negotiate the price with the carrier. Shipping datd time are fixed because the
schedule of vessel and airplane is fixed. Forwardearch for the date which is
closest to what the consignee wanted, and adwsshtipper. Terms of sales and
payment define the responsibilities of all partreslved in the delivering. It defines
which party should take the duty and bear thediskng delivering the cargo, when
to transfer responsibilities to another party; vahparty pays the cost occurred during

delivering and when to make the payment.
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Normal and special cargo

When forwarders handling freight forwarding bussgbey define the freight they
handling into two categories. One is normal cargpcty has normal size, weight,
property and value, without need for special caueh as, table, shoes, and paper.

This kind of cargo is the main target market forstnaf the forwarders.

Special cargo could be special on size, profitpprty and quantity. Special size cargo
which is too big to fill in container, like cranieuge vehicle, which are to be handled
by special solution. Dangerous cargo and specigdgaty cargo which need special
shipping equipment and conditions, for examplezdrofood, battery, weapon, lighter,
etc. High value cargo also need to be handledrdiftey, such as electronic device,
jewelry. Temporary arrangement is needed if thentjtygaand profit are extraordinary
high, regular shipping solution could not handle shipment, forwarder must make a
special plan for it. Special cargo takes a smatketashare, but the profit is higher
than normal cargo because special cargo needswookeon handling, documentary
and regulation issue. Some companies running shafsimess and scheduled
shipment, they are the most wanted customers fargiaers. Forwarders will take
care of these customers by a group of people amatairathe business with them. In
some forwarding company, project department isbéisteed in order to handle special

cargo.

Shipping space booking

When shipper agree with price, date, agreemerdles &ind payment, forwarder book
space from carrier after shipper provide exacthgagamount, size, weight and arrive
time. When forwarder receives confirmation fromrigay forwarder can prepare for
airway bill/bill of lading. Some carriers do notesahipping space directly to shipper.
One or more freight forwarders is the designatéel @gent for carrier, even a

forwarder also should book shipping space throhgkd agency.
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Trucking, loading/unloading and packing

The cargo movement between shipper’s warehouspamiforwarder warehouse is
normally done by truck. Forwarders do trucking bess for its customers and other
forwarders. For sea transportation, most of thga# loaded in containers. Shipper
can fill container in shipper’s warehouse. Shigpésrm forwarder how many
containers is needed and the time. Forwarder detmeatainers to shippers’
warehouse and transport them to port when contaarerloaded. Forwarder can also
load cargo into container. After that, shipperdsis cargo to forwarder’'s warehouse
and forwarder loads cargo in its own warehouses $blution is apply to LCL freight,
forwarder consolidates cargos from many shippdosane or more container.
Trucking is an optional service provided by forwerdand forwarders prefer
subcontract trucking business to truck companyeratian own a truck team. For
airfreight, shipper move cargo to airport or fordewrwarehouse, and airport people

load cargo into container or pallet first then l@adairplane.

Considering better handling efficiency, cargo cdrbeloaded in container directly. A
pallet should under each stack of cargo. In oroleeach the maximum space utility,
cargo stack is formed to fit pellet and contaiff@vo or more shipper’s commaodities
may consolidate into few containers. One contamma&y contain two shippers’ cargo,
and each of the shipper’s cargo is loaded in nwae bne containers. Besides the
original package, forwarder can do extra packingétain purpose, such as,

waterproof packing.

Selling agency

Some of the forwarders act as a shipping spadageafjency of carriers. Each carrier
could have one or more than one selling agency@g@n, and each forwarder can be
a selling agency for more than one carrier. Exéapthese selling agencies, no one
can book shipping space from carrier. Shipper dhdrdorwarders can only book

shipping space thought the selling agency.
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Documents

Forwarders have professional workers knowing wisatichents need to be prepared
and when these documents should be ready for uskamto use them. Forwarders
give suggestion in advance and check everythingree¢he documents are being used.
There are many documents needed to be prepareddanational transportation. One
reason is to define the responsibilities of eaatypthe other is to help customs do

clearance.

Customs clearance

Every international movement has to do customgatez twice. First one is for
export and the second one is for import in desbnatountry. Forwarder can help

shipper prepare documents and do customs declaratio

3.4 International Forwarding Flow

International freight forwarding is not only anussthat includes transport of
containers using ship, but also the issues befuteatter the shipping. In international
freight forwarding, many parties are involved imitd lots of work needs to be done.
The following includes the process and related wankinternational freight

forwarding in seaways.
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Shipper
(6) Confirmed
(4) Shipper T'(3) agvic_e advi%:e to
ime rice i
agree P (1) Booking request Prepare
documents
» Forwarder J

(2) Check best
(5) Booking rate and time

b

> Carrier

FIGURE 4. International freight forwarding flow' stage: Booking

(1)Booking request from shipper to forwarder pravigthe specific time, and cargo
amount. (2) Forwarder checks with carriers to timel best time and rate. (3)
Forwarder advises shipper of suggested solutigrStipper agrees on suggested

solution. (5) Forwarder books space from carrier.

Shipper |«
(7) Move commodity to ‘ (7)Move empty container
to shipper’ s warehouse
(7)Transfer (10)Inform,
documents inland haulage
Inland
carrier
Forwarder
- Forwarder
warehouse .
b Check
documents
(9) Permitted And prepare
Customs
clearance
Customs '« (1)
(11) Inland carrier
Consolidated, move Loaded
then move to container to

I Port -«

FIGURE 5. International freight forwarding flow: @stage: Inland haulage
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(7)Forwarder informs shipper about the transpantagilan, and shipper signs
authorization letter. Forwarder advises shipprépare customs clearance
documents. Customers can transport their cargorteafder’s warehouse, forwarder
loads cargo into container, this is normally applie LCL, or inland carrier move
empty container to shipper’s place, shipper fills tontainer. (8) Forwarder does
customs clearance (9) Exportation is permittedheyGustoms. (10) Forwarder inform
shipper about customs permission and prepares Ye cuntainer to port. (11) Freight
forwarder consolidates LCL cargo, and then movesatoer to port. Inland carrier
moves container from shipper’s place to port iftooger fills container by himself.

After that, containers wait for load on board.

Shipper ﬁ
(12) On board
notice
Forwarder —
—(1‘2) (14)
! Arrival notice
Tracking
(12) pre alert Carrier <—‘
(13)Colntainer
arrive notice
» Destination
(19 rlnd port office mstoms
shipping declaration

request . .
(14)Arrival notice

\ '
Inland an .
carrier e CONSIgNEe Customs

FIGURE 6. International freight forwarding flow:I8stage: Final shipping

(12)Forwarders inform shipper about container éohdn board. After that, forwarder
sends pre-alert and related documents to oversea@nd monitors the container
movement. (13) Carriers inform forwarder, oversii@@agency inform consignee

and prepare customs clearance. (14) Oversea affjepty informs consignee, discuss
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inland haulage, then send arrival notice back apdlyefor import customs clearance.

(16) Inform inland carrier for inland movement. Jbve container to consignee.

3.5 The Role that Forwarder Plays In Supply Chain

Freight forwarding companies master internatiorgight shipping trade operations.
They are proficient in a variety of transport operas and familiar with relevant laws
and regulations. Forwarders collect a wide rangafofmation sources, which are
accurate and timely. Forwarders maintaining classriess relationship with a variety
of carriers, warehouse operators, insurers, painsorts, railway stations, yard, banks
and other related businesses parties, customs, aditynmspection, import and

export controls and other relevant government departs. Forwarders being a bridge
between shipper carriers, ports, airports, warehoperators. They connect and tie
these parties who are involved in the freight faduag. Freight forwarders play an
important role in the international trade and in&gional transport business. From

consigner point of view forwarders play the followgiroles:

a) The role of organizing and coordinating internatioral freight shipping

As the third part logistics, forwarder is knownths “architect of the transport
designer”, “door to door transport organizer andrdmator”. With its transport and
other relevant knowledge and expertise, forwardarsadvise shipper to arrange
transport routes, assist consigner in managingm@m operations, suggest choosing
transportation models and carrier. Forwarders matlag coordination between cargo
owners, carriers, warehouse, insurance, bankss,@rports, yard operators and
customs, health inspection, export controls andratlevant authorities. With the
assistance of forwarders' professional work, tientkcan save time and prevent many

unnecessary troubles and concentrate on workingdieebusiness.

b) The role of providing professional services
The main duty of international freight forwardessuse their experts and professional
experience to provide their clients freight forwiagdservice, including: accepting the

client's commission, planning transportation rodtdivering container service, LCL
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container assembling , loading and unloading serviandling cargo insurance; clear
customs, arrange customs commodity inspectionheddth inspection, do animal and
plant quarantine; serve to control import & expart other procedures. The
professional service provided by internationaldheiforwarders can help clients save
money & time on the unfamiliar business. With tled¢phof freight forwarder, these
issues can be managed appropriately and effectively

c) The role of communication and controlling

International freight forwarder has extensive bassrelationships, which develop
service network, advanced information system. Foitess can keep in touch with the
carrier, shipper, consignee, other freight forwesdmd other commodity shipping
relevant parties. They can keep the communicateiwéen these parties. Along with
the entire commodity moving activities, forwardkeep accurate tracking and control
to ensure the commodities are transported as plameédrrive in destination timely,
and safely. Forwarder handles left issues aftemgodities unload from board and
deliver commodities to consignee on time. They mte@wnformation and relevant

service to client if required.

d) The role of consultation

Freight forwarders familiar with international teadperation, relevant issue
management. They are proficient in a variety afigport operations and familiar with
relevant laws and regulations around the world.yTheeve an intimate knowledge of
world transportation conditions; accurate timelg andely information sources. The
experienced exporters in forwarding company cae girecise advice on the
packaging of goods, warehousing, handling, shippoigtion, transportation routes
and transportation costs, cargo insurance. Frégivarder also experienced at deal
with commodity inspection, health inspection, arliplant quarantine, import and
export control requirements consultation, impod arport documentation and clear
customs consultation. What's more, freight forwarkn help clients design shipping
plan, select the appropriate issue manage mettg@lan to prevent or reduce

unnecessary risks and waste.
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e) The role of lower operation costs

International freight forwarders keep abreast tddainformation of transportation,
storage, handling, insurance, market conditiongyTkeeping business and
cooperation with carriers, warehouse operatordspairport, container yard operators
and insurers. In addition, freight forwarders habendant professional knowledge,
practice experience and operation skills. Withabsist of the international freight
forwarder, client can choose the best cargo tratsian routes, methods of transport;
the best warehouse operator, loading and unloagpegations and insurance.
Customers can get the best rate and service. Nyptlonforwarders but also other

parties above can reduce cost and get benefit.

Forwarders don’t operate ship, truck, airplanet,dmrt only managing experienced
experts handling commodities movement together miéimy other parties. Freight
forwarders do not only work for shipper, but alsorkvfor carrier, warehouse operator,
customs, forwarders act as a link between theseparhe operations are connected
by cargo movement. Forwarders are not only impott@shippers, but also important

to all other shipping relevant parties.
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4. Introduction to the Chinese market

4.1Background of the Chinese Market

Since China implemented the new economy policy9ingl the Chinese logistics
industry realized 30 years of sustained growth.odding to statistics, in 1991 the
total value that logistics industry created waslBan RMB (about 0.3 trillion US
dollars). In the year 2007, the total value thgidtics industry created reached 75.2
trillion RMB (about 10 trillion US dollars); increa of 23.8 times compare to the year
1991, the average annual increase up to 22.2%a@salinting for 18.4% of the
Chinese GDP in 2007. In particular, from the begigrof 21st century to 2007,
China'’s import and export trade continued its lggéwth speed, the rapid growth of
import and export trade provide a good opportufutythe development of freight
forwarding logistics industry in China. On one hatie import and export business
between China and foreign countries expanded,tlogimdustry needed to provide
better quality and more efficient internationaligite forwarding logistics services. On
the other hand, international companies adjusted ¢fobal supply chain network
layout since China became one of the most impoparthasing and manufacture
centers in the world, this pushed Chinese logidteight forwarding business to

connect and tie together with the world.

In 2008, the total value created by logistics induwas 89.9 trillion RMB (about

12.9 trillion US dollars), increasing by 19.5% frahe last year, keeping a fast growth
trend. In 2008, the total amount of cargo movenaectived 24.45 billion tons, with
9.3% increase from the year 2007. By 2020, ChiG&® is expected to reach 4
trillion US dollars then China's international freight forwarding Imesis will also

simultaneously be increased.



32

4.2 The Status of Freight Forwarding Business in Ghese
Market

The development level of freight forwarding indyss uneven. In the developed
countries, international freight forwarding indyskras reached the higher level
development, forwarding industry system is compligtiernational freight forwarders
provide with larger network and experienced work#rs business market covers
many countries, they are the leading player innthdd freight forwarding agency
services market. In developing countries, in indgional freight forwarding industry
has started later and is less competitive, thgtitdbrwarding system is not complete,
the majority of international freight forwarderseamaller, fewer service outlets,
employees lack in training; mainly business istfmdomestic market. The following

is the situation of freight forwarding businesOhinese market.

(1). More enterprises enter this industry and largeand small size forwarders

exist together.

With the development of China’s sustained rapidetgpment, the freight forwarding
business is growing rapidly. A significant sigrthat the number of companies
entering forwarding industry is growing. In 1983ji@a had only one international
freight forwarding company, Sinotrans, up to Novem®003, since then the number
of established international forwarders proved kigisry of Commerce has risen up
to 4100. Large and small size freight forwarderexgist, of the end of 2008, the
international forwarders proved by Chinese MinigitifCommerce were more than
18,400, mostly small and medium enterprises. Inodhany largest freight
forwarding companies, such as China’s largest rmated logistics company Sinotrans
CSC Co., Ltd., in 2008 the total assets reachee ittn@an 15 billion U.S. dollars,
revenues more than 13 billion U.S. dollars, and #ie world fortune 500 companies
like DHL, UPS, FedEx, TNT and other multinationahtpanies. These large
companies take 80% of deliver market share. Tleeadarge number of emerging
private domestic freight forwarding companies, veh@nnual turnover have reached
more than 800 million U.S. dollars. But most dontekeight forwarders are small
companies, about 76% forwarders’ registered cal@sal than 150 million dollars.



33

(2). Chinese forwarders are less competitive

Although there are quite a lot of forwarders inr@h their overall strength and
management level cannot match the requirementeoétbnomy globalization and
global market competition. There is a great gaézh the purpose of maximizing

operation efficiency.

The obvious features are ‘small, weak, and pooragament’. First, most enterprises
are small-scale, from the point of view of employeenber, asset size, turnover and
market share are smaller. Second, due to the fagiadified logistics workers,
logistics operation capacity is weak, and many &oding companies do not
understand integrated logistics support systembeaatble to organize integrated
logistics support system, resulting in high logistoperation costs. Third, poor
management level, most of China’s freight forwagdiompany has less than ten
years experience. Not enough experience to mamagkgee, marketing,
information, as well as network, improve the contpmat capability is required.
Furthermore, most of China freight forwarders dohreve complete network. In
many case China forwarders has to share profit @wdrsea forwarder due to not
network in some countries, have to use overseafocaarder in order to complete a

shipment.

(3). Foreign enterprises seize a big share of thenfbese market.

Since the new economic policy established in 18&®jgn freight forwarding
companies has entered Chinese market, for exangted, and schenker. Foreign
companies are very competitive, they have the adgas of good management
experience and connected overseas agent netwatkesides the basic function they
can offer better VAS (value added service) andebgerformance. Foreign
forwarding companies take a big market share oChi@ese export/import

forwarding business.

(4). Chinese domestic freight forwarding industry § improving
a) Employees level growingemployees’ experience is growing from a few
years’ work. Foreign companies has trained Chieeggloyees using
advanced standards and concepts when start operatizhina. These trained

employees bring advanced management and operatmeot to China
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domestic companies when they change their work. Yi@guate students
armed with professional knowledge join in andri#iw strength in the
forwarding industry.

b) Getting stronger from competition, after years of competition the weak
companies disappeared due to bad management asd omeration, replaced
by the one who is operating better at managemanglimg. These companies
survived in economic competition are more compeditirhese companies also
looking to succeed international companies as lessipartner for improving

its self at future development.

4.3 Freight Forwarder Development in China

The influx of foreign capital will certainly impacin the domestic freight forwarders,
but in the long-term and global perspective, faneilgvested enterprises will play a
catalyst role in pushing China's freight forwardindustry into rapid development.
Foreign investment brings to China not only capltak also advanced concepts,
management and technology. Large size foreigntitégywarder will certainly have

an impact on the domestic freight forwarders.

At present, China's logistics has entered a swetaand rapid development period.
The current work is to strengthen and expand #iglit forwarding business and to
integrate forwarding into the supply chain managetrend to build a long-term win-
win partner. The target is to provide customer$\wigh quality service and to

enhance value-added services to customers wittolibgving:

* Improving the laws and regulations to speed up forarders development:
Making the freight forwarders run business in tealthy environment,
ensuring that forwarders can equally compete. Atsdime time, opening the
freight forwarder market, learning foreign freigotwarders’ advanced
concept and management experience to accelera@égeation with the
international freight forwarding market.
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» Training professional freight forwarder workers and managers:In any
industry, human resource is the key point. Freigiwarders need high level
managers to improve the company’s logistics lewel taained stuff to enable
that they are capable of advanced logistics wol&o Aorwarders should
cooperate with foreign forwarders, communicate exxchange experiences

and management methods to improve management level.

* Improving and enhancing the freight forwarding industry infrastructure
in China: Strengthening the logistics infrastructure anddtgs location plan.
Besides improving the highways, railways, port amgort infrastructure

construction, also the development of logisticolayplan should be improved.

* E-business is essential for integrated logistics delopment: Nowadays, E-
business is important in freight forwarding busse#/ith the help of E-
business, a freight forwarder can efficiently dogcetracking, space booking,
change updating, customs declaring. Fax, phonentbmet are three essential
elements for freight forwarders nowadays. In futi@locuments may replace

paper documents for shipping.
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5. Case compan

5.1Introduction

Headwin logistics was founded in 2(, beginningwith the service omaritime
forwarding busines After 8 years of rapid developmehrteadwin logistic has
spread itdusiness to most the port cities in China and foreign cowntries like US,
Japan, Germanyeadwit have business with mostaritime carriers, such as Mael
line, APL, Ever green, OCSCOland HJS. Itbranches have reacl most of the port
cities in Chinalt has founded subsidiariaa US and Spain; built t more than 100
agents around the world; armore than 400 hammployees joined iThe developing

global economyrasplayed a big part in Headwin logisticglcces in the past 8 years.
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FIGURE 7.Branch location in Chir



5.2 Organization Structure

There are seven departments (Sales departmergcPlbojsiness department,
Commercial department, Airfreight department, Maritepartment, Warehouse and
Customs broker) handling the freight in this compaach order needs to go though
these seven departments. These departments ptbedssight step by step, from the
shipper loading the containers up to the consigeeeiving the cargo. The handling
time between a shipping order received and the lpasing is only 2-4 days, so these

departments must be tied together, work fast andrately, if one step is delayed or a

mistake occurs, the freight may not be able tcogdboard.

Manager
Deputy General Accounting
Manager Dept.
Commercial Dept. Sales Dept. Customs Broker
Project Dept. Sea Freight Dept. Air Freight Dept. Truck Coordinator Warehouse

Import Forwarding
Group

Export Forwarding
Group

!4—\

LCL

FCL

FIGURE 8. Organization management chart of Headwin
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5.2.1 Function of Each Department

Each department works on different stage of comtiesdshipping, these departments
perform different functions when forwarding thei@fet, and every department does
its own duty, responsibilities and reports to teddated parties. Seven departments
perform independently, but as a part of integrateck process, all departments are
connected and tied together, one department’s ipeafoce influences the following
work, the work that done before affects the neap st

Sales department
The sales department has the following functions:

* Selling forwarder services to customers.

* Maintaining business with old customers.

* Negotiating the price and conditions with customers

* Coordination between customers and the relatedrthegat for shipping the

commodities.

Project business department,

The functions of project business department ertange special size cargo shipment
including trucks, heavy equipment, cranes, andanyliequipment and others, what
cargo needs special care and special transportatiangement. This kind of business
requires more resources and takes a longer tipeefare and transport. The amount
this kind of business is much less than normalaiart shipping, but the profit is

much higher than in container shipping.

Commercial department
The functions of commercial department are:

* Selecting carriers.

* Maintaining business with carriers.
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* Negotiating shipping price with the shipping liline and truck company,
and try to get the best rate and best service.

Airfreight department &Marine department
The functions are following:

* Preparing shipping documents, customs clearanagnuerats, shipping
line/airline booking.

* Coordinating with every part of the freight forwarg business to ensues that
commodities get on board on time.

* Communicating with the agents in the destinatioumtxy to arrange import

issues in the destination country.

Truck coordinator
The functions of truck coordinator are:

* Arranging trucks for land transport.

* Coordinating with truck driver, customer and parpart workers.

* Ensuring container/non containerized cargo arratesrport/port in time, no
delay in export customs clearance.

* Ensuring commodities are received by the customeime, no delay in

production.

Warehouse
The functions of warehouse are:

* Packing, loading/unloading cargo.

* Performing as a temporary warehouse and commodisésbution terminal.

* Commodities can be loaded /unloaded in Headwin lizarge via customer
appointed place.



40

Customs broker
The functions of customs brokers are:

* Clearing export/import
* Assisting customs officer for random commodity esfoon
* Changing flight time/vessel voyage.

5.3 Department Coordination

Coordination in the supply chain

If we look deep into a small part of supply chairere are many stages inside the part
of supply chain, coordination between these stffigetang the total performance of
the that part’s performance. As well as insidefteght forwarders, every department
is connected and works in a series, a bad perfarenaha forwarder occurs either
because different departments have objectivesctrdlict or because information
moving between departments is delayed, or a bettlepoint

occurs.(Chopro&Meindl, 2001, 478)

As one company, each department has not confliateraing profit, so the lack of
coordination could result from the lack of infornoat accuracy and delay, or a
bottleneck point. In the sales department, frefgiitdling department, truck
coordinator, customs broker and warehouse, infoomas used in these departments
for different purposes. The sales departmentzasgg information to calculate price,
estimate shipping risk and profit; this is direatyated to the company profit, and
they get cargo information from the customers. ffaght handling department needs
cargo information to book a space, they get tha ftatm the customers, details of
cargo concerning shipping. This data appears ostingping Bill which is used for
customs declaration,, so this data must be accukdteick coordinator gets the cargo
data from the freight handling department, therspashe data to the truck company
for on-land haulage arrangement, and coordinatiegele@ the customer and truck
company. If this information is wrong or late, tkscsent for haulage may not enough
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or they are too much. Cargo data accuracy and pgrasg is extremely important for
the customs broker, he gets the data from theHtdigndling department, customs
broker applies for customs clearance just on theviing day when they have got the
cargo shipping documents. Besides the original afmhipping documents, they also
need to fill in a form. The data in the form, doants and the actual information must
be consistent.

Customer

Freight handling .
Sales dept dept. Project dept.
A y A A
Truck coodinator Carrier Over sea agent Warehouse

A

Truck company

FIGURE 9. Information flow inside Headwin

CASE : Container import, 1720’ GP containers have been unloaded at port and
completed customs declaration, ready to move ttomesy. 9 trucks have been booked
from a truck company, each truck can carrg®&p containers, planned to finish the
mission in one trip. But only eight trucks are #afale on the next day. The operator
has passed the haulage request to the truck catodimnd the truck coordinator
passed the haulage request to truck company aaagefirmation. The information
flow is as shown below. The problem is that thekrcompany promised nine trucks,
but one of these trucks was sent for another misamal not knowing about the new

mission, truck went somewhere else, but no infoimnavas sent to the coordinator.
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When the operator found one truck missing, sheaabedl with the coordinator and

the truck company immediately, truck company sewtlzer truck for replacement.

Customer

Confirm

Operator

Haulage request——»{ Truck coodinator

Confirm Haulage request

Truck coodinator 4————confirm————— Truck company

FIGURE 10. Information flow for container haulage

5.4 Company Strategy

The company strategy is to spread its businessiwate to enter foreign markets by
following its customers. When Headwin’s customgoats commodities to a new
market, it is an opportunity for Headwin to spréadusiness to this new region, too.
When a customer needs to deliver containers tavedestination, as a freight
forwarder Headwin obligates the commodities shig@mrangement, but is also
responsible for the rest of work after the cargeehaeen unloaded at the destination.
Headwin can do the rest of the work by its own peop subcontract it to local
agencies. Depending on the amount of the cargodindvcompany development plan,
Headwin could found a new company in the new markesubcontract to a local

logistics company as an agency.

Headwin focuses on two markets at this momentiitsieone is the Chinese market;
Headwin has 5 sub companies and a few offices st mithe port cities in China. On
the 8" of July 2009, the Jiaxing office was founded, hiceans that the strategic

network was established. The second one is abkeadwin has established
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subsidiaries in US and Spain and has a businestsoredhip with more than 100
logistics companies around the world. The comparafegy is following:

New means creativeBefore 2002, private forwarding companies wereallotved to
do business in the Chinese market, only foreigwéoding companies and
government owned forwarding companies were runhuginess in the Chinese
market. Foreign forwarding companies were treagetirenst favoured national
treatment”, they enjoy many benefits, such as kwy government subsidies and
government policy protection. Government-owned fmding companies were
protect by government policy, these two types ahpanies seized the Chinese freight
forwarding market. But after 2002, domestic priviaievarding company start

running business in the Chinese market, thesetpros@mpanies are new, active,
flexible players in the market. Compared with theee/ small companies, the existing
enterprises have exits a long time under the ptioteof government policy they
havelow work efficiency, inflexible management.vate companies’ entrance in the
forwarding market has created a new choice to custs, they are changing the
freight forwarding business market and are grovguagkly.

Small means flexible:Headwin is small compared with the government avne
enterprise and multinational enterprises. Becduisesmall it gives a free room to
Headwin’s operation. In Headwin, no inflexible régions restrict the company’s
capability, any new idea solution is recommendettiarteptable. They offer
customers any extra services both for businesslaihglife more than just
VAS(Value Added Service). Headwin arrange cargpihg satisfing customers by
flexible delivery solutions, lower cost, and sngliservice. Headwin also makes
specialized solutions for special situations; congis may need a fast delivery or low
cost shipping, or special treatment. Headwin gabée to make personalized
solutions for any client, and capable to changeptae if the customer changes his
mind. Good service and negotiable solutions satisiny small customers, Headwin

gains a considerable market share and is gettitigrbe
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Cost must be low Cost is a big issue for any company. As a newllstoanpany
Headwin has no advantage to compete on capitatitgpeut costs from every corner
is the survival solution for Headwin, from invesmmexpenses to daily expenses.
Headwin is cutting costs as low as possible, fangxe, For an ERP system, Maersk
logistics invest 100 million US Dollar to purchas&AP system to improve the
company’s work efficiency and management visudliyt, Headwin is not able to
purchase so expensive a system. Instead Headwehased a P-star system which
cost much less than SAP. Along with these thereasecuts in daily expenses of

company.

Customer is the bridge Headwin exists on customers, as every compangdwia is
constantly looking for customers to expand its bess, and at the same time,
Headwin is looking opportunities from the customé&night forwarding business is a
series of operation processes, especially fornateynal forwarders, each piece of
cargo concerns two markets, the local market aaatdingo destination market. When
Headwin arrange a delivery, load on board is jast part of work, Headwin also
needs to take care of the commodity at the degtimpgbrt and deal with the issues at
the destination. During these operations, ther@pp®rtunities to build relationships

with destination forwarders and start business with

In 2008, when the global economic crisis heavitytie global economy, logistics
business went down, many logistics companies csdidr were bought. But
Headwin has presented new private freight forwaradrich rely on flexible business
model, and various kinds of customers groups, asdésisted the global economic
crisis. But for the large multinational forwarddémssiness has fallen, one important
reason is their customer majority is big manufaasirlike Ford, Yamaha, Sony,
Siemens. When the economic crisis hit, these matwrirs’ production cut back,
then the related forwarding agent was also affe¢teddwin logistics has managed
its business in a bad environment and keeps iisi&ss growing, the right strategy

and management inside this company is the besaeatpbn of that.
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5.5 Conclusion

Ningbo Headwin logistics started with a small agfievith only seven employees.
Today it has developed into a large team of mome #00 people, having 17 domestic
network platforms; from the single function freightwarding company in the
beginning, it has developed into an integratedmatonal logistics platform which
has wholly-owned sub-warehousing company, and @cssclearance company.
From an unknown small company, Headwin has becaraebthe present “Top 50
private air freight forwarding agent” and the “T6@ private international freight
forwarder” in China. Looking back the success o&éigin is achieved due to the

excellent leadership and innovative managementaditen News, 2009.)

The innovative processThe rapid success of Headwin logistics is atteduo the
innovative operation processes it has adopted. \Meddgistics emphasizes on
operation process improvement and innovation abéggnning, and now Headwin
emphasizes on service and product innovation. Heeldas executed business
strategy and placed market positioning accordingusiomers' development
requirements and potential future customers magket,seized the developing
opportunities.

The innovative model:Headwin works on R&D of logistics products and Inesis
model; absorbs professional workers to strengthesdiin logistics team. In a few
years Headwin has spread its logistics servicéisetdnternational logistics industry in
various fields, and has become an ideal businessgpdor many overseas companies
such as: international buyers, overseas agentsumesized manufacturing

companies, and large international trading comgariiBrough service innovation,
Headwin has consolidated the leading position énftlmwarding industry, and serves
as a logistics platform for export & import shipgifNingbo Headwin logistics has a
clear development goal; with the development obBEvnerce widely used, Headwin
logistics continues its search for new businesgesgly and business model, to increase

the development speed, and to lead the future derent direction.



46

The innovative managementthe management level of private logistics companie
stays in a low level, the management lacks in sifiemethods, and the management
system cannot reach the maximum efficiency. Aaldsthed advanced management
system and qualified assessment of employee peaftrenis the solution to manage

the company in a more efficient way, and make thragany more competitive.

The innovative system:Headwin logistics will implement the change on éxésting
business model. Because of the homogenizatioredbtfistics industry and fierce
competition inside the freight forwarding industtiye traditional logistics services
produce very low profitability. A traditional bugas model will not only limit the
Heawin's future development, but it also limits ghefitability, and what is more, it is
difficult to maintain competitive strength undeatimodel in future. Therefore, based
on logistics service innovation, Headwin logisigseeking breakthrough focus on
four major logistics areas: shipment of dangeraamlg, nonferrous metals
transportation, design automotive & integrative@ychain system ( Design supply
chain and logistics system for customers, for exarafiicient supply chain integrated
production system.) and project logistieeadwin logistics targets at high threshold,
high-margin, high-tech, high differentiation busisen the freight forwarding market,
and creating a more professional product serviseesy.
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6. Conclusions

6.1 Freight Forwarding As A Part of The Supply Chan

Supply chain is a series of actions for handlingemals from raw materials to the
final product; all the part of supply chain is abtmoving’, each small part of supply
chain is involved many parties’ work. Each partstjtakes care of a small part of
work, but they are professional at that work. Thesymanaging the movement, for
the purpose of maximum profit and surviving in catifgon. They are searching for
new solution to minimize the cost and maximizettital profit, the purpose is
economic benefit. But meanwhile, they have creatsdientific solution for managing
the materials movement. Freight forwarders is drtbeparties in supply chain
management, it is the solution for the problemimiarnational transportation in a
specific area. Freight forwarders focus on howtiiize the useful information and
equipment and to solve unexpected issues. Wherafdex as expert do this, it is
much more efficient than non-professional peopl&.doa one word, Supply chain is

the platform of logistics, and logistics is the rmagament method of supply chain.

Tthe efficiency of supply chain depends not onlytloa work efficiency of each party,
but also the cooperation of those parties. A gagply chain system is one where all
parties in the supply chain work efficiently andhnected to each other. The ideal
supply chain is the cargo passing every party aodmg all the time, but if any
problem happens, the cargo will stop and cannat fathe next party on time. So,
when considering transport cargo, not only thegfreforwarder is important, but also
the other parties and the infrastructures areialportant. The most important thing is
the cooperation between all parties and the cotiparmside each party. A company
should contribute the efficient work to all depagims’ close cooperation, and a

supply chain should contribute the efficient warkatl parties’ close cooperation.
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6.2 Future Trends

The development of freight forwarder is becausesttenomic development.
Nowadays, the freight forwarding industry is deye&d in US, Europe and other
developed countries, and it is less develop in ldgeel regions, such as Africa, most
part of Asia and some parts of South America, bete are more opportunities in
these regions. In the near future, the freight &oding industry in those less
developed counties will rise up, and that is ndy tsecause of the local economy
development, but also because foreign freight fodess enter those regions. These
foreign freight forwarders’ purpose is economic &f@nbut at same time, their
advanced management systems and experience welll ggethe local freight

forwarding industry’s development.

Besides the new trends in the developing regidwesfdrm of forwarders will change.
Freight forwarders will select an appropriate gggt and with the development of
freight forwarders’ size and amount, there willf@v things in the freight forwarder

industry.

Differentiation in the business field

Because of the fierce competition in logistics syt The “Small size and full
function” mode is unable to meet the market devalept. Especially small and
medium-sized forwarders have to find correct mapksition, focus on specific

market filed, strengthen their competitiveness $ocn the core business, and improve
other business fields by the assistance of thelmasmess.

Competition & Cooperation and Freight Forwarder Association

The same business does not share the same proit£ompanies running the same
business always conflict on market share and benghen the forwarding market is
mature, everything is transparent, and a simplenbas model is easy to be learned by



49

competitors. In that condition, freight forwardels not find it easy to gain high
profits by running business using a simple modeiwarders must offer more VAS
and specific services to attract customers. Inraxerevent vicious competition and
protect the benefit of freight forwarders, therd v more freight forwarder
associations founded. A freight forwarder assommtould offer a platform for the
members to communicate and share useful informafiba association publishes
business opportunities and market trends, leadsiélrket direction and maintains

market order.

E-commerce playing an important role in freight forwarding

The Internet is playing an important role in fraiffirwarding operations. Nowadays,
using the Internet is possible to check the prntake bookings, track cargo, complete
payments, make communication, also transfer doctsn&here is no need to send
people to go on a trip only to take a piece of palpefuture, the Internet can have
more functions, Internet can acts as an integratdéide platform to connect
companies. Using that platform, companies can shéremation, exchange

documents, track shipping status, the work coulddree more efficiently.



50

7. Reference:

Airfreight Dept. June, 2009. Headwin Logistics. BEment meeting of Headwin

logistics. Ningbo headquarter.

Bill Liu. 2009. Innovation is the energy of Headvadavelopment. Article on Headwin
Logistics’ website. Accessed on Feb 10, 2010, Mitprw.headwin.com.cn/web/

DB to launch Eurasian landbridge service. 2008ickrion World Cargo news’

website. Accessed on October 2009,

Donald J. Bowersox, David J. Closs. 1996. Logistitanagement: The integrated
Supply Chain Process. New York: McGraw-Hill.

http://www.worldcargonews.com/htm/n20081016.579B08.

Function of export documentation. Article on Expdglp’s website. Accessed on
October, 2009, http://www.exporthelp.org/modulesdddcumentation/intro.html

Incoterms 2000. Article on The International ChamifeCommerce’s website.

Accessed on October 12, 2009, http://www.iccwbdincgterms/id3040/index.html

Intercoms. Article on Wikipedia’'s website. AccessedOctober, 2009,
http://en.wikipedia.org/wiki/Incoterms

John T, Mentzer. 2001. Supply Chain Management. US8¥GE Publications.

Johnson, Thomas E. 2002. Export/Import ProcedurdDecumentation. USA:
AMACOM.

Sunil Chopro, Peter Meindl. 2001. Supply Chain Mgemaent Strategy, Panning, and
Operation, 2ed ed. USA: Prentice Hall.

Thomas Z. 2009. Deputy General Managsradwin Logistics. interview of June 10,
2009 in Ningbo headquatrter.

Tracy L. 2009. Operator in sea freight dept, Headagistics. Interview of May 20,
2009 in Ningbo headquatrter.

Wood, Donald F. Barone, Anthony P, Murphy, PaulN\Rardlow Daniel L. 2002.
International logistics, 2ed ed. USA AMACOM.



World Seaborne Trade. Article on International Asation of Ports and Harbors
(IAPH)’s website, accessed on February 20, 2010,

http://www.iaphworldports.org/world_port_info/ststics.html

51



Abbreviations

B/L: Bill of Lading

D/O: Delivery Order

FLC: Full Load Container

FMC: Federal maritime Commission

LCL: Less than Container Load

NVOCC: Non-Vessel Operating Common carrier

TEU: Twenty-foot Equivalent Unit

52



53

Appendix 1. Intercom

600¢ 'SWO02Ia)u])ddsuel] JO awin Je obied
aynewym uo Buipuadap Jg||as ayy 10 1aAng ay) Jojdmodsal ay) si Lodsuely 4o} ddueinsul uayl (44D
‘o|dwrera) wial 8yl ul papn|oul 1ou SI dduelnsul J|ifsuodsal s,JaAng ayl sI 1l sa1ealpul ,, 0N, “@oud

a1 yomaul 821AI8S ay) apinoid 01 Alljigisuodsal au $3|9S 8yl 1ey) Saredlpul ,SaA,, ‘WIS usAIb e 104

ZEHE| B 4R.EB|Z uod od pod 50 Bl uod suEnn
ILTR=TEE] noe 5 POl _ vod 2 aEpadia
14B S310Q] SUWIILENT | BIWRANG | SIAUCCLI] aLL L0y §.ap0d.L| je Je gad.eyd ayl e »oni} 0l
2 uodsLEel) ~ 0] HodsLel 0] podsies | Anp -podxg
- g - bz s32ru] ojuo peojun | sefieya Jupae - Buipue Loy peojun) - e




Appendix 2. Certificate of Permission for Sales & Agency for
International Air Transportation
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Appendix 3. Commercial Invoice

Ao Erad DOMDE 1 WOOL SPINNING CO.,LTD.

20 JINGIAO ROAD LUYUAN TANGOIAO TOWN ZHANGJIAGANG CITY JIANGSU

COMMERCIAL INVOICE
APR-18-2007
Buyer: |invoice No:DLO730
S CO.LTD Contract No:DLO730
AXA-KODENMA-CHO BLDG 4F.14-7. L/C NO:Non
KODENMA-CHO NIHONBASHI.CHUO-KU,
TOKYO 103-0001 JAPAN Country of Origin: CHINA ‘
TELO3-200. o (3 FAX:03-Looe Country of Destination:
Port of Discharge: Port of loading: Terms of Delivery and Payment
Delfivery:FOB TIANJIN
TIANJIN TIT
| Marks & Nog Description of goods QUANTITY l UNrrPﬂicET AMOUNT
| FOB TIANJIN
WORSTED FABRIC
BUONA GIORNATA MEN'S ) (USDIM) (USD)
TMADOT2/73/74175
TOAM-07501/502/503/504
MITSUI BUSSAN INTER-FASHION LTD
C/T NO.1-UP TOAM-07501 23262 4.50 10463.40
MADE IN CHINA TOAM-07502 5520.4 4.30 23737.72
TOAM-07503 2062.7 460 9488 42
TOAM-07504 915.0 460 4200.00
TOTAL 10823.3 47898.54

TOTAL SAY USD FORTY SEVEN THOUSAND EIGHT HUNDRED AND NINETY EIGHT CENTS FIFTY
FOUR ONLY.

WOOL SPINNING CO., LTD.
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Appendix 4. Bill of Lading




57

Appendix 5. Packing List
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Appendix 6. Certificate of Original

ORIGINAL




Appendix 7. Export Licence

A NI LR E W 0% AT e

EXPORT LICENCE OF THE PEOPLE'S REPUBLIC OF CHINA No.

1. AR 2. H OVFTTE S
Exporter Export licence No.
KA BB R KA WA 00-02-100671
LRBA: 4. tH 2V T E AT R B 9:
Consignes Export licence expiry date
K AR AR A H 2001 4E1 H 16 H
5. S8 8.3 O R (MIK)
Terms of trade — W5 Country/Region of purchase [ 4
6. friE %5 9448 K
Contract No. 90256 Payment #F LiEsR
7R OR: 10z 8 55 ‘ ;
Place of clearance it kX Mode of transport Q
117 &b 235 5 Shiw
Description of goods  JCIBARM % AT H Code of goods 2371
12000 2% P13 MME o4 BRSO (CNGTe B O |17, BEIFRT
Specification ¢ Unit Quantify ! Ul“%b Amount ! Amount in USD

_______ P RS s
18. Gk ! : : ; i
Total K § 3150 i 14207 i $14207
I’. m - Bl e ;o ti i .............................
Supplementary details Issuing authority’s stamp & signature
i
RUEHLCE&E
20 UEF W ikt -
Licence date 20004F-7 FJ 18 H

WA BEHA MR (2000




