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01 Opportunities

(1) What’s Going on?

DEVELOPMENT OF CROSS-BORDER E-COMMERCE SHARE
2015-2020E

Global e-commerce market
Percent

15 100
2015 UsSD 2,000 bn

~22 100
2020E USD 4,000-4,500 bn

Cross-border share

Source: Alipay, McKinsey
Source: DHL “THE 21ST CENTURY SPICE TRADE”




01 Opportunities

(1) What’s Going on?

Engine for Growth

2 4AF B
da |
(o)
Container Wholesaler Retailer
ship

o 53
@2 va

Manufacturer/Internet Enabled Retailer Intermediary Marketer + Shipper Consumer

Source : WCO News 78 - October 2016



http://www.wcoomd.org/-/media/wco/public/global/pdf/topics/facilitation/activities-and-programmes/ecommerce/wco-news/facilitating-ecommerce-wco-news-78-october-2106.pdf?db=web
http://www.wcoomd.org/-/media/wco/public/global/pdf/topics/facilitation/activities-and-programmes/ecommerce/wco-news/facilitating-ecommerce-wco-news-78-october-2106.pdf?db=web
http://www.wcoomd.org/-/media/wco/public/global/pdf/topics/facilitation/activities-and-programmes/ecommerce/wco-news/facilitating-ecommerce-wco-news-78-october-2106.pdf?db=web
http://www.wcoomd.org/-/media/wco/public/global/pdf/topics/facilitation/activities-and-programmes/ecommerce/wco-news/facilitating-ecommerce-wco-news-78-october-2106.pdf?db=web

01 Definition of E-commerce

(2) Whatis E-commerce?

EEcommercei?



01 Definition of E-commerce

(2) Whatis Cross border E-commerce?

Online Transaction

Off-line Crossing Border




01 Challenges

(3) Challenges: Private Sector Perspectives

Top Barriers for E-commerce selling : Merchants

Shipping costs 26
Handling cross-border returns 21
Customs and duties 20
Compliance with market regulations 19
Handling cross-border payments 19
Providing local language customer... 18
Shipping time 17
Tracking shipments 17
Setting up collections for unpaid items 16
Having to offer shipping 15
Compliance with local/international tax 15

Offering different currencies 15

Source: Paypal(WGEC, https://www.payvpal.com/us/webapps/m ublic-policy/issues /promot

ing-cross-border-trade)



01 Challenges

(3) Challenges: Private Sector Perspectives

SMEs in 15 Developing Countries: Customs and
logistics among worst challenges to ecommerce

< 1= very poor 10= excellent -

Online payments for cross-border ecommerce

Connectivity and IT infrastructure cross-border

Ecommerce and digital regulations for cross-border ecommerce

Overall regulatory environment for doing crass-border business

commerce-related cross-border logistics

Access to trade finance

= Small (0-50 employees) = Medium (51-250) = Large (>250)

Source; Accelerating SME Trade: De Minimis Plurilateral, Kati Suominen, Nextrade Group, LLC



http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf

01 Challenges

(3) Challenges: Private Sector Perspectives

And the United States

% of U.S. SME Manufacturers Experiencing Non-Tariff Measures as
“‘Burdensome”

‘<l Customs procedures

Difficulty establishing affiliates

Foreign taxation issues

Difficulty in receiving or processing
payments

Insufficient IPR protection
Foreign regulations
Unable to find foreign partners

Visa issues

il

0% 10% 20% 30% 40% 50% 60% 70%

m Some burden m Major burden

Source; Accelerating SME Trade: De Minimis Plurilateral, Kati Suominen, Nextrade Group, LLC



http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf
http://unctad.org/meetings/en/Presentation/dtl_eWeek2017p19_KatiSuominen.pdf

01 Challenges

(4) Challenges: Customs Perspective

= High volumes of packages VS Limited Customs resources

= |n the past o years express cargo volume increased by 2.6 tim
es (8,960,000 cases in 2010 — 23,080,000 cases in 2013).

= Dark Side of E-commerce: Risk Management

= Recurrent inflow of illegal goods such as drugs, misusing the
simplified procedure for express shipments

= Statistics
= Difficulties of E-commerce Statistics
= Revenue Loss
= De Minimis
= Split overseas purchases to keep the value below De Minimis




01 Challenges
(4) Challenges: Customs Perspective

= Dark Side of E-commerce
fake « In more than 50% of cases,
[ e 2 55 medicines purchased over the
= Internet from illegal sites that
) conceal their physical address
have been found to be
[em,u'fne counterfeit, - WHO
ot 2020 s wowauri « Higher Profit Margins than
= Drugs with lower punishment
- — Mo ey |
Source : WHO, http://www.who.int/bulletin/volumes/88/4/10-020410/en
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02 E-Commerce with Korea Customs Service

(1) E-Commerce Import Volume

EUR8%

CN11%

15,530,000 15,863,000 17,395,000

transactions transactions transactions

O O O O

us Europe China Hong Kong Others




02 E-Commerce with Korea Customs Service

(1) E-Commerce Import Volume: by Item

Unit: 1,000 transactions
20%
3,000 16%
SIS e
13%
12%
2,000 - Y
1,500 . B | 8%
7%
1,000 = B k| B | 8%
3%
500 - B " ' T T .
1% 1%
—
Health Cosmetics  Other Apparel  Footwear Electronics Toys, Handbags,  Wrist Books Others
Food Foods dolls bags Watches
Year2016



02 E-Commerce with Korea Customs Service

(2) E-Commerce Export Volume: by Item

10 Most Frequently Exported Items through E-Commerce

(based on declared value, %)
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02 E-Commerce with Korea Customs Service

(3) Definition & Legal Framework

o Customs Act h
 Special customs clearance for electronic commerce goods

 Definition: Goods exported/imported through digital documents

(Article 254, Customs Act) Y.
S

e Enforcement Ordinance of the Customs Act

Oleleey ° Special customs clearance for electronic commerce goods

« 1) Notice on special customs clearance of electronic commerce good \
« 2) Notice on affairs of import clearance for express cargo
« 3) Notice on affairs of export customs clearance

Hilslile « Definition: Commercial transactions where some or all of their processes,
Notice including ordering goods and making payments, are dealt with through
electronic documents .




02 E-Commerce with Korea Customs Service

(3) Definition & Legal Framework

Customs Act article 254

Special customs clearance for electronic
commerce goods, etc.(30.Dec.2010)

The Commissioner of the Korea Customs Service may
necessary for customs clearance for exported
or imported goods , including

export or import declarations and the inspection of goods and

other relevant matters, as prescribed by Presidential Decree




02 E-Commerce with Korea Customs Service

(4) Clearance Procedure for Inbound E-Commerce Goods

Express Cargo ‘
List Clearance Simplified Declaration General Declaration

Exempt from declaration

Simplified declaration form

(Goods can be cleared General import declaration

by submitting the list of goods) (69-57)
Goods for personal use All goods %gl()%%%dﬁoﬁﬁgﬁﬁge
(Less than $150) ($150~$2000) list clearance
Tax exemption for low-value Tax exemption for low-value
Exempt from all taxes goods available goods available
57.2% 0.03% 42.8%

* Goods relevant to public health such as food and medicines are not eligible for list clearance.
General declaration is required to clear these items. 10



02 E-Commerce with Korea Customs Service
(5) Clearance Procedure for Outbound E-Commerce Goods

General Declaration

List Clearance Essommerce
Simplified Declaration

Exemptfrom declaration

(EllesREI et Simplifieddeciarationform General Exportdeclaration
by submitting the list of (57-33)

goods)
All goods
Al E}?Ogessiiz?*rt)eg by All goods (goodsexcluded fromlist
InteI;nationalg - (Lessthan USD 2,000) clearance & simplified
P declaration)
No Duty Drawback, Duty Drawback, Duty Drawback,

Limited Export performance ExportPerformance ExportPerformance

13
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03 E-Commerce Risk Management

(1) Express Cargo Logistics Center

Land-side

‘Period: 2013 to early 2016
‘Area: Total ground area of
35,885Mm (4 stories for work area, 2

Functional process in cross-section

Goodsto beinspected axes payable
( pech ). . {[exes pay )) Warehouse

> = < : )
Q (nspectedgoods) = Tl I <

stories for storage)

‘Location: In the cargo terminal
of Incheon Int'l Airport

Restricted Access |

LN

I - N
1/ /
Release cargo Lines indicating : < Cany-incargo

(Sortby business) |

ULD

Air-side

15



03 E-Commerce Risk Management

(1) Express Cargo Logistics Center

Key facilities of the Express Cargo Clearance Center

.....

Automatic sorter (Cross Belt) Fixed Scanner (IPS)

Centralized X-ray intérpretatioh rom integrated ntrol Room

16



03 E-Commerce Risk Management

(1) Express Cargo Logistics Center

Changes after Express Shipments Logistics Center

“hea W Before T e

Centralized interpretation
(by designated Customs X-Ray

experts)

@ X-Rayimage Individual facilities
interpretation (Customs & express shippers)

Entire facilities in real time.
(156 CCTVs)

@ Surveillance & Partially (30 CCTVs)
monitoring (Blind zones exist.)

(® Division of work By Express cargo Company » By functions

@ Inspectionvenue  Individual warehouses » Centralized inspection

Efficiency: Customs can process 3,000 — 30,000 consignments at a lower cost

+ share real time information on clearance & flow



03 E-Commerce Risk Management

(1) Express Cargo Logistics Center

Reduced logistics processing time Reduced costs

(450 - B June ‘ Fees for Cargo handling
400 J Sevtember operations & fees
' unloading (per delivery)

350

300

250

200

150

100

50

All clearance All clearance All Customs offices
agencies in Incheon agencies in Gimpo
Customs district Customs district




03 E-Commerce Risk Management
(2) Information Sharingand Joint Inspection: The KCS and the Ministry of Food and Drug Safety

Safety Check BEFORE Clearance

«Physical Inspection at a Customs
« Clearance of harmful products
such as drugs are seized

A
KOREA CUSTOMS
SERVICE

Receipt of notinspected goods by
delivery

Distribution Management AFTER Clearance

« Safety Check on Products in Market

« Monitoring on harmful foods

« Collection& Analysis of information
related to safety s

MINISTRY OF FOOD AND DRUG SAFETY.

Mediarelease, Provision of
information on harmful products

« KCS : Lack of expertise in the verification & analysis of information on harmful products purchased overseas

and medicines

« MFDS: Norightto crack down on foods directly purchased by individuals from overseas; unable to obtain

information on import clearance

« KCS : Pre-clearance cargo selectivity system & manpower for inspection

« MFDS : Abundant resources to gather information on hazardous food & expertise in and legal

Authority for food safety management

1t



03 E-

Commerce Risk Management

(2) Information Sharing and Joint Inspection

<Information Sharing>

4 ™\ Trusted Trader Fast Delivery
.
CUSTOMS ’ ’
- J
+ s
4 4
Importers with Criminal or illegal trade record \ )

As of 2016: 9,921 cases detected(13,834 ton)




03 E-Commerce Risk Management
(3) Revenue Management

Delivery Destination monitoring

Express Cargo companies should submit the actual shippingaddress ~ Sends SMS alert if the recipient's address & phone numberon the
when the goods are imported through list clearance. import declaration form does not match with the information held by
Customs(Personal Clearance Number)

— This prevents ID theft and agents or carriers defrauding
taxes.

— Customs utilize information analysis methods to block
illegal entry of non-personal or hazardous goods that might
have been split into multiple express cargo shipments.

X Social Security Number — Personal Clearance Number
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04 E-Commerce Trade Facilitation Measure

(1) E-Commerce Export Declaration Platform

Platform for E-Commerce Export Declaration: Automatically convert
details of orders and sales on online shopping malls into export declarations

Open Market

Batch transmission
(in real-time)

g [

Convert into
declaration data

Online Shopping malls



04 E-Commerce Trade Facilitation Measure

(1) E-Commerce Export Declaration Platform

@ Send details for

@®Send information export declarati0£

<
® Confirm approval

<
y ® Send approval

o

@ Send manifest declaration

Relay manifest

declaration
Document >

Brokerage

Electronic

Cargo
Information

System

®Convert to
e-document

(XML)
@ Relayl and submit
approva export
declaration

latform for
E-commerce
Declaration




04 E-Commerce Trade Facilitation Measure

(2) Preventing Exports of Counterfeit Goods

E-commerce export certification system: Distinguishes genuine
goods from counterfeits; ensures Korean exporters’ credibility overseas

L
Online certification @z
marks are granted to @™ W
e-commerce exporters.

ZHRELSFHERXELHOEXMN,

— The marks are included in
the invoice which is printed
and attached on the
packaging for overseas
delivery.




04 E-Commerce Trade Facilitation Measure

(2) Preventing Exports of Counterfeit Goods

Send verification
result

©® Request verification
of certificate

Attach
certificate &

Logistics deliver product

>

Company
(&Post)

@ Attach
certificate &
deliver product

® Request AN
certificate
® Create & ® DiSpat,Ch
send certificate product. via
domestic shipping @ Make
a purchase

® Approve
declaration

-4 Shopping
Platform

@ Submit export
declaration




04 E-Commerce Trade Facilitation Measure

(3) Maritime Express Delivery Service

Maritime Express Delivery Service:
Reduces logistics costs

‘A low-cost maritime logistics service has been in operation since 19 March 2015
using Incheon-Qingdao ferry lines. It boasts the cost reduction of more than 50%
compared to air delivery.

~

. A
?—“"f' y “More than 50% reduced
{ > N adl compared to delivery by air”
( : > | Time Cost (per kg)
Port e s @, —\ P>
e == ‘ Ferry 4~5days KRW 8,000 max.
y a __ Incheon 1 \
Y el Port

ara S~ Air  3~4days KRW 20,000 max.

)
5 //"’./'/

It requires a total of 8 hours from the arrival of the ferry to the release of goods.

* [Key items] Diapers, formula milk, books, & clothing



04 E-Commerce Trade Facilitation Measure

(4) Reduced Burden of Export Declaration

HS Code Navigation: Enables HS code search
with actual names of goods

Purpose: Toensure a user- ® MR vecooe g e mRBaR suso T ey, tawg [Jexos
fl’iend|y HS COde SeI’Vice that L L A DHI§ 92,09% . E . ! . J
enables import/export 0 e
declarers to figure out the HS . - .
Code applicable to the product e B
name in real-life commercial 2| Sias | ues
transactions ; -
How to build it? Based on the o omysooes e s pmEs S, o
anaIySiS of b|g data on approved = HSCODE HS == i MamE 22 e 7= HE
export deCIarationS, to ensure | 0203 12-0000 ‘E]F;—".DEI%* - HIMED0IE EEE A 2E e R T T hiknk] 2255
users Can ﬁnd Out the HS COde 2 0203, 19-1000 oEe = x| 22 5%
g 0203, 19-9000 ZIEF = Xl 22.5%
that matches the product name : oszoom  [J9CEIE ONET OIS SOT AWK IS AT IR oy =
used in real-life commercial 5 0IZII000  |mEe SR 21 5%
transactions with high probability || e . -
7 0706,30-0000 [S}7]=) FU(H A3 AOIL S TE AT STBICH HA 25 %
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Thank you!

Yonghwan Choi
Deputy Director
Tel: +82 10-5382-1128
E-mail: welcome@customs.go.kr
koreaminister@gmail.com
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KOREA CUSTOMS SERVICE



