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I. Efficient logistics system of North-Eastern Asia is to be built by logistics standardization among Korea, China, and Japan.
Three major Asian countries, Korea, China, and Japan, shared 13.2% of global GDP and 13.2% of global trade volume in 2002. When considering this number, cooperation of these three countries is very important. Also, it is needless to say that we need efficient international logistics system in Asia. The key point to realize efficient international logistics system is unit load system utilizing pallets and containers.


To build up efficient logistics system among Korea, China, and Japan, we need ‘total palletization’ with standardized pallets. We may regard ‘total palletization’ as an ‘efficient highway of North-Eastern Asia logistics.’

In this paper, I will suggest two kinds of effects, which logistics standardization among Korea, China, and Japan will make. One is the effect on economy and trade, and the other is the effect on logistics business and environments.

II. Pallet standardization among Korea, China, and Japan is the key of Asia logistics standardization.
1. Unit load system and pallet standardization

Logistics consists of packaging, storing, cargo working, transporting, and information. A pallet is the basic tool of modern logistics, which connects these five factors effectively. 


In developed countries, the most efficient method of transportation is ‘unit load system.’ They are pallets that propagated unit load system as now it is. The best way to use pallets is ‘total palletization.’ Total palletization makes it a condition that pallet size must be standardized. That is, we need standardized pallets. 


SCM (supply chain management) purposes to construct the best-fitted distribution system. Well-constructed distribution system encourages end-customers to buy more of displayed products. To realize the ideal distribution, it is natural to say that we need to efficiently connect production, distribution, and logistics. Moreover, It is essential to convey information quickly, manufacture properly, standardize transactions, and realize mechanized cargo working. We need to standardize each function because SCM is to link each step in a smooth manner. And the first thing to do is to standardize pallet size.

2. Pallet standardization among Korea, China, and Japan is mandatory for advanced logistics system in Asia.
Asia pallet standardization should be preceded to build up efficient logistics system in Asia. However, it is very challenging to standardize pallets’ size used in Asia. For example, in spite of the aggressive promotion to standardize pallets from 1995 in Korea, and since 30 years ago in Japan, pallet standardization rate is only 30% in Korea, and 40% in Japan. Therefore, we need to frame much stronger logistics policy in order to achieve high level of standardization such as in U.S.A. (60%), Europe (90%), and Australia (95%). Firstly, there should be concurrence on pallet standardization from each country in Asia. Secondly, ‘total palletization’ with standardized pallets should be constructed for every field of industry. After these two steps, Asia will finally be able to possess advanced logistics system as that of Europe. This is why pallet standardization among Korea, China, and Japan is mandatory. 

III. Analysis on logistics standardization among Korea, China, and Japan
So far, I have stated on the necessity of Asia logistics standardization. From this point, I will analyze on effects expected from the standardized logistics system among three countries. Before entering the main anaysis, I want to mention that it is hardly possible to measure out the exact number of effects from logistics standardization. To understand why, we have to notice that logistics standardization effects not only on whole logistics and trade, but also on the other fields of industry. Accordingly, I will divide the expected effects into two kinds. One is the effect on economy and trade, and the other is the effect on logistics business and environments.

1. Effect on economy and trade
Owing to the fast developing Chinese economy, Northeastern Asia has jumped to the world’s 3rd biggest economic bloc following EU and NAFTA. Three major Asian countries, Korea, China, and Japan, shared 17.7% of global GDP and 13.2% of global trade volume in 2002.    

<Table 1-1> Economic Status of Korea, China, and Japan (2002)

	
	Population
(100m)
	GDP

($1.0b)
	Total trade volume

($1.0b)

	
	Number
	Share (%)
	Number
	Share (%)
	Number
	Share (%)

	K / C / J
	14.6
	23.6
	5,698
	17.7
	1,733
	13.2

	EU
	3.8
	6.1
	8,637
	26.8
	4,658
	36.8

	NAFTA
	4.2
	6.8
	11,809
	36.7
	2,672
	21.1


Reference:  Global Insight DRI-WEPA (2003), World Overview

IMF (2003), International Financial Statistics

IMF (2003), Direction of Trade Statistics

Trade volume of three countries increased continuously by 3.0% during seven years from 1995 to 2002. Accordingly, the global share of trade volume of the three countries increased from 12.7% (1995) to 13.2% (2002).

Looking into each country’s situation, we can see rapid development of Chinese economy and relatively slow development of Japanese economy. However, there have been quite a lot of changes of each country’s global market share in the second half of 1990’s (Table 1-2.) Although Korea does not show great amount of change in global trade volume, China showed dramatic increase from 2.9% to 6.0%.  

<Table 1-2> Trade Volume of Korea, China, and Japan

($100m)

	
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002

	Export
	K / C/ J
	7,170
	6,918
	7,400
	7,038
	7,582
	9,008
	8,206
	9,537

	
	
	(14.0)
	(12.9)
	(13.4)
	(12.9)
	(14.1)
	(14.2)
	(13.6)
	(15.0)

	
	Korea
	1,251
	1,297
	1,362
	1,323
	1,437
	1,723
	1,504
	1,575

	
	
	(2.4)
	(2.4)
	(2.5)
	(2.4)
	(2.7)
	(2.7)
	(2.5)
	(2.5)

	
	China
	1,488
	1,512
	1,829
	1,836
	1,952
	2,493
	2,667
	3,834

	
	
	(2.9)
	(2.8)
	(3.3)
	(3.4)
	(3.6)
	(3.9)
	(4.4)
	(6.0)

	
	Japan
	4,431
	4,109
	4,210
	3,879
	4,194
	4,792
	4,035
	4,128

	
	
	(8.6)
	(7.7)
	(7.6)
	(7.1)
	(7.8)
	(7.6)
	(6.7)
	(6.5)

	Import
	K / C / J
	6,001
	6,384
	6,255
	5,141
	5,986
	7,461
	7,338
	7,794

	
	
	(11.6)
	(11.7)
	(11.1)
	(10.4)
	(10.4)
	(11.4)
	(11.6)
	(11.6)

	
	Korea
	1,351
	1,503
	1,446
	933
	1,198
	1,605
	1,411
	1,566

	
	
	(2.6)
	(2.8)
	(2.6)
	(2.0)
	(2.1)
	(2.5)
	(2.2)
	(2.3)

	
	China
	1,291
	1,389
	1,422
	1,403
	1,676
	2,061
	2,436
	2,884

	
	
	(2.5)
	(2.6)
	(2.5)
	(2.5)
	(2.9)
	(3.2)
	(3.9)
	(4.3)

	
	Japan
	3,359
	3,492
	3,388
	2,805
	3,113
	3,795
	3,491
	3,344

	
	
	(6.5)
	(6.4)
	(6.0)
	(5.1)
	(5.4)
	(5.8)
	(5.5)
	(5.0)


*(  ) means the share of the total global export or import.  

reference: Global Insight DRI-WEPA (2003), World Overview

IMF (2003), International Financial Statistics 

IMF (2003), Direction of Trade Statistics

In 2002, Korea was Japan’s 3rd, China’s 4th biggest export market. China became the 2nd biggest export market for Korea and Japan. Lastly, Japan rose as the 3rd biggest export market for Korea and China. Korea’s export to China and Japan increased from 20.0% (1995) to 21.6% (2002.) Also, Japan export to Korea and China increased during the same period from 12.1% to 16.0%.

As shown above, these three countries’ economy cannot be separated from one another. They are depending one another a lot, and certainly theit economy will be the motive power leading the global economy. From the same reason, there are active discussions on entering into an FTA (Free Trade Agreement) among Korea, China, and Japan.  

Likewise, we need systematic cooperation system among three countries in logistics to confront the advanced logistics system of the other economy blocs. We need to build efficient logistics system, based on unit load system. ‘Pallet pool system’ is the most ideal tool to utilize unit load system to the most extent. If Korea, China, and Japan apply pallet pool system to their logistics sites, it will influence remarkably to the whole economy and trade in Asia. 

Effect on economy and trade is roughly composed of two kinds, which are direct effect and indirect effect. 

We will have direct cost saving effect from logistics standardization of trades among three countries. Indirectly, logistics standardization will strengthen economic power and increase trade volume of the three countries.

According to some reports, marine container movements within Asian region is expected to reach 50 million TEU in 2012, occupying 50.8% of the global marine container movements. 
	<Table 1-3> Prospect of global container trade volume (2012)

(1m TEU, %)

	-
	1997
	1998
	2000
	2004
	2008
	2012
	Average increase rate per year (%)

	Asia
	Total
(share)
	79.78

(46.4)
	83.72

(44.6)
	99.25

(45.4)
	145.12

(48.2)
	193.11

(49.3)
	249.66

(50.8)
	5.2

	
	Northeastern Asia
	19.31
	19.86
	22.2
	30.52
	39.61
	48.5
	2.8

	
	Chine
	29.21
	31.56
	37.9
	51.4
	66.5
	83.85
	4.3

	
	Southeastern Asia
	26.83
	27.59
	33.55
	55.7
	76.5
	105.11
	7.4

	Global
	171.77
	187.85
	218.57
	301.37
	392.05
	491.1
	4.2

	reference : Ocean Shipping Consultants

* Middle east’s trade volume is not included. 

	


This forecast indicates that Asian countries are economically growing and the trade volume is also increasing. Especially, trade among Korea, China, and Japan is steadily increasing and the scale is also rising as one of the three biggest economic blocs. Firstly, according to data from ‘Korea Container Terminal Authority’ in 2003, Korea’s export to Japan and far east Asia increased from 29% (1996) to 43% (2002.) Particularly, marine container movements between Korea and China grew from 0.61m TEU (1991) to 1.6m TEU (2002.) Similarly, marine container movements between Korea and Japan increased from 0.46m TEU (1996) to 0.82m TEU (2002.) Finally, marine container movements between China and Japan increased from 0.93 TEU (1996) to 1.67m TEU (2001.)  

<Table 1-4> Trade Volume among Three Countries (10000 TEU)

	
	1996
	2001
	2002

	K-J
	46
	73
	82

	K-C
	61
	131
	160

	J-C
	93
	167
	200

	Total
	200
	371
	442


According to this table, cost consumed on pallets and paper boxes is as following table.

<Table 1-5> Assumed cost spent on pallets and paper boxes among the three countries

	   (10000 pieces, billion won)

　
	1996
	2001
	2002

	
	Pallet 

Move.
	Cost
	Pallet

Move.
	Cost
	Pallet

Move.
	Cost

	
	
	Pallet
	Paper box
	Sub.
	
	Pallet
	Paper box
	Sub.
	
	Pallet
	Paper box
	Total

	  K-J 
	469
	46.9
	234.6
	281.5
	745
	74.4
	372.3
	446.7
	836
	83.6
	418.2
	501.8

	K-C 
	622
	62.2
	311.1
	373.3
	1,336
	133.6
	668.0
	801.6
	1,632
	163.2
	816.0
	979.2

	  J-C 
	949
	94.8
	471.3
	566.1
	1,703
	170.3
	852.0
	1022.3
	2,040
	204.0
	1020.0
	1224.0

	 Total 
	2,040
	204
	1017.0
	1221.0
	3,784
	378.4
	1892.3
	2270.7
	4,508
	450.8
	2254.2
	2705.0


* Average cargo per 1TEU is 17 tons. 1 ton is loaded per pallet. 

    
As indicated on the <Table 1-5>, manufacturers in these three countries spent no less than 3.54 trillion won on disposable pallets and paper boxes. If there is any cooperation system built based on logistics standardization, we will be able to save as much as 1.22 trillion won in 2007. 

<Table 1-6> Assumed cost spent on pallets and paper boxes depending on pallet usage rate

(10000 pieces, billion won)

	Pallet

Usage

Rate
	2004
	2005
	2006
	2007

	
	Pallet

Move.
	Cost
	Pallet

Move.
	Cost
	Pallet

Move.
	Cost
	Pallet

Move.
	Cost

	
	
	Pallet
	Paper

Box
	
	Pallet
	Paper

Box
	
	Pallet
	Paper

Box
	
	Pallet
	Paper

Box

	60%
	5,916
	590.0
	2,950
	6,630
	663
	3,315
	7,344
	734.4
	3,672
	8,160
	816
	4,080

	70%
	6,902
	690.0
	3,450
	7,735
	773.5
	3,867.5
	8,568
	856.8
	4,284
	9,520
	952
	4,760

	80%
	7,888
	788.8
	3,944
	8,840
	884
	4,420
	9,792
	979.2
	4,896
	10,880
	1088
	5,440

	90%
	8,874
	887.4
	4,437
	9,945
	994.5
	4,972.5
	11,016
	1101.6
	5,508
	12,240
	1224
	6,120


* Pallet movement volume is assumed from marine container movement volume among the three countries.

Moreover, logistics standardization will solve the problems caused by irrational logistics facility and equipment usages in different logistics environments of each country. Logistics cost saving will certainly be huge, and ‘fast, correct, and safe’ logistics service will be realized, strengthening the three countries’ competitiveness much more. 

<Table 1-7> is the result of cost simulation calculated from the three countries’ trade volume and standardized logistics condition. This is the simulation set for logistics environment of Japan, so it may not be applied to situations of Korea or China. Also, this is about inland transportation, which is not to be applied to export logistics. Nevertheless, since there has been no data on effects from logistics standardization so far, this data will be helpful to us.   

<Table 1-7> Results of cost simulation fro logistics standardization

(Yen per Pallet)
	
	Consignor
	Transporter
	Consignee
	Total

	
	Cargo Work
	Trans.
	Sub.
	CargoWork
	Trans.
	Sub.
	Cargo

Work
	Trans.
	Sub.
	Cargo

Work
	Trans.
	Sub.

	Beer
	1472
	-172
	1300
	-
	3
	3
	1718
	-
	1718
	3190
	-168
	3022

	Merchandise
	466
	-190
	276
	-
	4
	4
	363
	-
	363
	828
	-186
	642

	Processed food
	548
	-698
	-150
	-
	14
	14
	381
	-
	381
	929
	-684
	245


* Data calculated by Japan Institute of Logistics Systems, 2002

2. Effect on environments
We are facing severe environmental pollution. The bigger global economy gets, the more pallets and logistics equipments are on-demand. Whole 200-year-old tree is needed to make six pieces of wooden pallets. At the same time, somewhere in the earth, other six pieces of used pallets and disposable papers are being dumped. 

If there is any standardized pallet or box size, we can aggressively deal with these environmental problems, reducing wastes of logistics equipments and reckless loggings.

To summarize, logistics standardization among Korea, China, and Japan is the most needed project, which enables us to have highly efficient logistics system in Asian region.    

IV. Now is the right time to promote Asia Logistics Standardization.

Logistics must be global. For all the countries and manufacturers, efficient logistics has been the main project to promote national competitiveness. In order to realize standardized logistics, there should be close links among Asian countries, especially among Korea, China, and Japan. I sincerely hope that this paper, which is on expected effects from logistics standardization among the three countries, become the new opportunity for you to recognize its huge importance.   
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