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EXECUTIVE SUMMARY

AYVININNS

PP/ EXECUTIVE SUMMARY |

Korean Companies Cooperation
Measures in Logistics for the One Belt

One Road Initiative

1. Purpose

» This study reviews China’s central and local governments’ policies

in connection with the One Belt One Road (OBOR) Initiative as
well as Chinese investment in countries along the routes of the
initiative. In doing so, the present study aims to find utilization
measures of the OBOR Initiative centering on logistics, while
seeking cooperation measures between South Korea and China.

2. Methodologies and features

1) Methodologies

(Table) Characteristics of the methodologies

Cha;iaccsterls Major contents Data collection Reasons for selection
- Summarizing the - Literature - Online research is the fastest
Analysis of theoretical background review and most effective investigation
basicdata | of the ‘One Belt One method

Road (OBOR)' strategy

Vil



Characteris Major contents

tics
- Reviewing the central and
local governments” major
policies relevant to
Analysisof | China's OBOR strategy
basicdata | - Understanding China's
foreign investment
relevant to OBOR
- Drawing utilization
measures in logistics in
connection with OBOR
Drawing
utilization
measures in
logistics
- Cases of major
companies’ which are
already applying
utilization measures of
Case o )
analysis Iog|st|c§ |n’connect|on
with China's OBOR
strategy
- Drawing future forecasts
Joint and South Korea-China
research cooperation measures
with local centering on logistics
experts

Data collection

= Online
research

- Joint
research

- Holding a
workshops
with experts

- Literature
review and
online study

- Joint
research

- Literature
review and
online study

- Joint
research

- Interview
withrelevant
officials

- Joint
research

Reasons for selection

- Containing the latest trends
relevant to OBOR based on
China’s online and the latest
media reports

- Holding a workshop with
relevant experts to deepen the
understanding of the local area

- Since the OBOR |Initiative is a
comprehensive strategy
relevant to various industries,
this study solely focuses on
logistics

- Based on literature review and
the collection of online basic
data, the study draws utilization
measures through joint research
(commissioned research) with
logistics experts

- The study analyzes cases on how
companies apply utilization
measures in logistics, providing
implications to Korean
companies for taking advantage
of the OBOR Initiative.

- Joint research with local experts
provides cooperation measures
from the perspective of China,
rather than Korea's unilateral
opinion

viii



EXECUTIVE SUMMARY

2) Features

AYVININNS

» With the One Belt One Road Initiative, which is China’s grand

foreign policy announced, this study identifies and analyzes the
latest trends of China's central and provincial governments’
relevant policies as well as those of countries along the routes
of the initiative. With this focus in mind, the present study aims
to seek utilization measures of the OBOR in logistics and

cooperation measures between South Korea and China.

- For this purpose, the study carries out literature review, case
analysis and joint study with local experts together with meetings
and workshops for collection of opinions.

- Literature review includes looking at government policies and
preceding studies relevant to China's OBOR Initiative and
summarizing its latest trends by monitoring the official
homepage (www.yidaiyilu.gov.cn) of the OBOR..

- Actual cases were analyzed on how major companies apply
utilization measures in logistics on site, drawing the connection
between the OBOR and logistics.

- Joint research was carried out by commissioning manuscripts
to domestic and foreign experts in logistics on the subject of
the OBOR Initiative. Major contents include policy and theoretical
background of the Initiative, future forecast and Korea-China
cooperation measures, China’s investment in logistics in connection
with the OBOR and relevant utilization model in logistics.

- Joint research with local experts provides cooperation measures
from the perspective of China, rather than South Korea's
unilateral opinion.



- Holding the 'KMI Logistics Seminar on Chinese Region’ and
other workshops, the study shares the contents of major regional

projects and carries out discussions.

3. Results

1) Summary

» Since China announced the ‘One Belt One Road (OBOR)' Initiative
in September 2013, China’s central and provincial governments
have presented various relevant policies surrounding the

Initiative.

» The central government has conducted an evaluation on the
progress of the OBOR Initiative at the provincial government

level, disclosing its ranking with Guangdong Province ranking
the No.1.

» As of 2016, China’s foreign investment in connection with OBOR
surpassed 18.5 billion dollars in accumulated value. This
investment includes Chinese companies’ non-financial investment
of 15.34 billion dollars and the establishment of 56 economic

and trade cooperation zones in 20 countries.

- At present, China is undertaking around 60 logistics infrastructure
projects in 40 countries including Mongolia, East Timor and

Malaysia etc.

- Having actively engaged in international cooperation, China has
already concluded 124 cases of cooperation agreements with
regards to OBOR with 106 countries as of September 2018.



EXECUTIVE SUMMARY

- Driven by the OBOR Initiative, China is actively entering into
overseas markets. However, the country is also facing challenges
such as increasing investment risks of countries on the routes
of the Initiative, increasing national protectionism as well as
Superpowers  increasing tendency to keep China in check, most
notably the US.

- The implementation of OBOR strategy inevitably entails risk. By
placing China at the center, however, the strategy of connecting
Eurasia, China, the Pacific and the Indian Ocean will gain

sustainable momentum.

One utilization measure for logistics in connection with OBOR
is the ‘Central Europe container freight train’. Having operation
starting from Chongging in 2011, the train has made

improvements, showing stable operation results.

- Various companies including Samsung are transporting goods

via train, given a shorter transportation time than shipping.

The concept of the ‘online silk road’ has emerged which connects
the fast-growing e-commerce market with OBOR. Therefore, it
is necessary to pay attention to the sector of international

e-ecommerce based logistics.

- Logistics companies that are actively participating in the
international e-commerce market include Cainiao Smart
Logistics Network, a logistics unit from Alibaba Group, and a
number of China’s delivery companies such as SF Express and
logistics companies specialized in international e-commerce
including 4PX.

Xi
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» In connection with OBOR, Chinese companies are actively
advancing into the overseas logistics sector through M&A and

equity participation.

- Alibaba is already increasing its shares of local logistics
companies in Southeast Asia, expanding its logistics network in
the region. Tapping into Private Equity Fund and Sovereign
Wealth Funds, the company is acquiring an increasing number

of foreign companies.

» While Hong Kong and Macao have gained attention as a base
for OBOR, one option for Korean companies is to advance into
the foreign market and establish a logistics hub through Hong
Kong.

- Shenzhen Customs announced the model of Multi-Country
Consolidation in 2018, which evaluates the hub of Guangdong
province — Hong Kong — Macao as a new logistics hub. The model
has increased the effectiveness of export cargoes in Hong Kong

while reducing costs.

» Korean companies are able to seek advancement into foreign

countries by taking advantage of the overseas industrial bases
of OBOR.

- With the Central Europe container freight train in operation,
regions designated as a gateway to overland routes will witness
improvement in railway related infrastructures and services.
Thereby, it is necessary to find measures with other companies

for cooperation and advancement in logistics and trade.

il



EXECUTIVE SUMMARY

- Taking advantage of inland ports and logistics hubs in China
is essential. In addition, Korea's representative ports including
Busan Port, Gwangyang Port and Incheon Port should actively
participate in the development and utilization of China’s inland
ports, strengthening the cooperation for attracting a higher
traffic volume.

- Constant monitoring of OBOR strategy and taking part in the

Initiative from a long-term perspective is necessary.

Pushing forward a ‘New Economic Map of the Korean Peninsula’,
a ‘New Northern Policy’ and a ‘New Southern Policy’, the Korean
government should implement a connectivity strategy surrounding

the Korean Peninsula, expanding cooperation areas with OBOR.

- Taking ‘OBOR’ as a medium, Korea should push ahead individual
cooperation with provincial governments in China, while
considering the development of the East Sea Rim Economic zone
through multilateral cooperation based on South Korea-
China-Russia-North Korea.

- The construction of an international logistics channel for OBOR
is shifting the way of international transportation from primarily
maritime transportation to land and maritime transportation
running parallel to each other. Taking this as an opportunity,
South Korea should make efforts in contributing to the joint
establishment of a global logistics system.

- Furthermore, it is important to make use of international
regimes in the long term for peace and prosperity of the Korean
peninsula. These regimes include 6 party talks, shuttle diplomacy
between South Korea, China and Japan, South Korea-US-China
Strategic Dialogue and the Greater Tumen Initiative.
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2) Policy suggestion and relevant activities

» It is necessary to deepen market research and carry out studies
at various layers, such as dynamics of international politics and
connectivity of transport and logistics networks. Such efforts will
effectively respond to Eurasia six economic co-operation

corridors in connection with OBOR while improving its utilization.

» Since OBOR is China’s long-term strategy and is highly relevant

to South Korea, KMI's China Research Center will plan and

proceed with its own research tasks every year.

» Suggestions will be presented to the development of new
projects and planned research in logistics carried out by KMI,

relevant institutes and government departments.

3) Expected benefits including policy contribution

» The study monitors and updates China’s OBOR Initiative and
investment status and will be distributed to relevant government
departments, institutions and companies in Korea, contributing

to the establishment of countermeasures.

» As Korean companies are able to expand utilization in logistics

in connection with OBOR, the study helps in contributing to

a new business model for logistics companies.
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