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ABSTRACT

Developmentofcrossbordere-commerce(CBEC)isoneofthemajorenablersofSMEsaccessto
overseasmarketopportunities.TheboominChina’scrossbordere-commercehasbeenexponential.
IthasmadeChinatheworld’slargestcross-bordermarketwithover200millioncross-borderonline
consumers.ThisarticleexplorestheopportunitiesandthechallengesforSMEstoleveragetheChina’s
CBECtofindanddevelopnewcustomersinmarketsoutsidetheirdomesticones.Itaimstohelp
smalltomediumenterprisesunderstandtheuniqueChinesee-commerceecosystemanddevelopan
appropriatee-commercestrategy thatenables themtoenter theChinesee-commerceecosystem.
ThisresearchrevealsthatthesignificantgrowthopportunitiesandchallengesforthoseSMEspoised
forbusinessexpansionintoChinesemarketviaCBECandoffersadetailedunderstandingofthe
China’scrossborderecommercesystem.SMEsareamajorandimportantpartoftheworldeconomy
intermsofmakingcontributiontoGrossDomesticProduct(GDP)andemployment.Itisimportant
tohelpSMEstounderstandthesignificanceofcrossbordere-commerceecosystemanddevelop
anappropriatee-commercestrategythatenablesthemtoengagewithCBECandempowerthemto
maximizetheopportunitiesofferedbyCBECinChina.ThisarticlerecommendsthatSMEstakea
proactiveapproachtodevelopingeffectivedigitalmarketingstrategiestoengagewithChineseonline
consumersandkeepupwithnewpolicies,programsandregulatorychangesintroducedbyChinese
governmentsinafastchangingdigitalenvironment.ItalsosuggeststhatSMEsconsidercooperation
withanonlineretailerwhoispresentonChina’scrossborderB2Cplatformstoyieldbetterresults
forbrandbuildinganddirectsale.
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INTROdUCTION

Crossbordere-commerce(CBEC)referstoanonlineimportchannelthroughwhichproductscanbe
directlysoldtoconsumersviaInternet(Gomez,Martens&Turlea,2013).Localonlineshopperscan
usethischanneltoaccessawiderchoiceofforeignproductsatalowerpriceasthischannelnormally
hassomeexemptionstotariffsandotherregulatoryrequirementswhichapplytotraditionalretailing
channels.FastgrowingChinsesmiddle-andupper-middle-classonlineconsumersandtheirdemand
forforeignproductaswellasapushbygovernmentarepropellingtheCBECtrend.TheChina’s
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e-commercesectorisexpectedtosurpassA$5.5trillionintotaltransactionin2017andtheofficial
figuresreleasedbytheChinaInternetNetworkInformationCentre(CNNIC,2017)inJanuary2017
revealed731millionInternetusersand695millionmobileusersinChina(CNNIC,2017).China’s
risingmiddleclassincreasinglyuseonlinechannelstobuyoverseasproducts.AMckinseystudy
predictsthat76%oftheurbanpopulationinChinawouldbemiddleclassby2020(Barton,Chen&
Jin,2013).TheAustralia-ChinaRelationsInstitutehascitedtheclaimbyCreditSuissethat“between
2009and2030,China’smiddleclassisprojectedtogrowbymorethan850million”(Callick,2017).

Developmentofcrossbordere-commerceisoneofthemajorenablersofSMEs’accesstooverseas
marketopportunities(Chaffey,2015).Thisresearchexplorestheopportunitiesandthechallenges
forSMEstoleveragetheChina’sCBECtofindanddevelopnewcustomersinChinesemarkets.It
aimstohelpsmalltomediumenterprisesunderstandtheuniqueChinesee-commerceecosystem
anddevelopanappropriatee-commercestrategythatenablesthemtoentertheChinesee-commerce
ecosystem.Thispaperstartswithadiscussionontheimportanceofcrossbordere-commercefor
SMEs,followedbyexaminingtheChina’scrossbordere-commerceplatformsandbusinessmodels,
its online consumers and the government systems and regulatory differences that have made it
historicallydifficultforforeignbusinessestooperateeffectivelyinChina’sonlineenvironment.It
endsupwithconclusionsandrecommendationsaswellasfutureresearch.

SIGNIFICANCE OF CROSS BORdER E-COMMERCE FOR SMES

TheresultofarecentstudybyWorldSMEForumhighlightedtheimportanceofpromotingcross
border e-commerce platforms and logistics fulfilment services to connect with overseas market
opportunities(Sahbaz,2017).Theresearchresultalsoshowsthatcrossbordere-commercebrings
thebenefitsofhigherproductivityandbetterrevenueandinnovationtoSMEsastheyareexposed
tocompetition,bestbusinesspracticeandadvancedtechnologies(Sahbaz,2017).

Theconceptualframeworkofthisresearchisbasedonanewmodelofsmallandmediumsize
enterprises(SME)exportingdevelopedbytheeBayPublicPolicyLabresearchteam.Thefourkey
buildingblocksinthisnewmodelofSMEexportinginclude:

• ConnectivitytotheglobalInternetatlostcostandwithoutgatekeepers
• Globalplatform-basedmarketing,marketplaceandpaymentservices
• Efficient,modernand“connected”package-levellogisticsanddeliveryservices
• Legal, regulatory and public policy framework supporting direct SME to consumer global

commerce(eBayPublicPolicyLab,2016)

ThisnewmodelcombinesasetofservicesandconditionsenablingSMEstotranscendborders,
reachcustomersonaglobalscaleandcompeteinaglobalmarket,whichistraditionallyopenonly
tothelargebusinessesthathavedominatedglobalcommerce.(eBayPublicPolicyLab,2016)This
istransformingthetraditionalexportgrowthmodelandprovidingnewopportunitiestosmalland
microbusinessesthatweretraditionallyincapableofdirectlyaccessingglobalmarketopportunities.
(eBayPublicPolicyLab,2016).Crossbordere-commerceastherepresentativeofthenewmodelis
becominganewdrivingforceofglobalforeigntradegrowth(ForrestResearch,2015).According
totherecentresearchbytheAccentureandAlibabaresearchers,thevalueoftheglobalcross-border
e-commercebusinesstoconsumer(B2C)marketwillgrowfromUS$230billionin2014toUS$994
billionin2020(Accenture&Alibaba,2016).Itisimportanttohelpsmalltomediumenterprises
understand the significance of cross border e-commerce ecosystem and develop an appropriate
e-commercestrategy thatenables themtoengage inCBECandempower themtomaximize the
opportunitiesofferedbyCBEC.
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