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I 

 

Abstract 

It is known that the small commodity markets are influential to people’s life, but their 

operations are unique. The lack of standard management has become the biggest 

obstacle for the development of logistics services in a commodity market. How 

traditional logistics model can be operated effectively in a commodity market is 

therefore interesting in this study. The purposes of this thesis are to characterize the 

commodity logistics systems, identify the challenges of logistics systems in the 

commodity market, and discuss how the use of e-business platform may improve the 

logistics system. In order to realize the purposes, the qualitative approach was used in 

this research. Literature review, interview and case study in one Chinese city with a big 

commodity market are implemented in the research. Survey study has been carried out 

to collect data for analyzing the logistics systems. As the main results in this thesis, 

small-volume, short-life cycle, variety and variability are found to be the main 

characteristics of a logistics system in the commodity market in the case city. The 

challenges are therefore about how to design and improve the logistics system so that it 

can adapt to these characteristics. Finally, this thesis presents the analysis on how an 

e-business platform can provide effective solutions to meet these challenges.  
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1. Introduction 

1.1 Background 

The current economy is influenced by logistics since it is one of the most important 

activities in society and business. The commodities meet the needs of people's life in a 

range of varieties and complex styles. Therefore, the commodities and their logistics 

play an important role in the national economy. 

 

The traditional commodity production and business are mainly operated on individual 

labor (including families) base. The main troubles of their logistics distribution are 

fragmented, inefficient and small-scale. With the fast development of internet, the 

expansion of e-business is rapid, extensive and in-depth. It has enriched the traditional 

commodity trading which has experienced thousands of years, and has profoundly 

changed people's consumption habits and concepts (Gao and Liu, 2005). The traditional 

commodity business model is gradually changing to e-business model and the logistics 

system of commodities will be experiencing a significant restructuring in consequence. 

Therefore, exploring an excellent management of commodity logistics can promote the 

improvement and upgrading of logistics systems. 

 

Yiwu, a small city located in the southeast China and a miracle in commodity logistics, 

is a typical representative of commodity markets. It has experienced nearly 20 years’ 

development from an individual chaos market to the government planning and 

large-scale intensive market for small commodities. Today, Yiwu has become a 

commodity distribution center which radiates nationwide and even the worldwide. 

Yiwu has also turned into the nationwide largest small commodities center, exhibition 

center, distribution center and the largest wholesale market as well. Buyers from all 

over the world come to Yiwu for commodities business. However, there is a big gap 

between Chinese logistics and the global logistics. Although Yiwu has created a 
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miracle in Chinese commodity logistics, it is still necessary to identify the shortages 

and areas where the level of logistics management can be improved.  

1.2 E-business and logistics system 

Using third-party logistics services can normally lower capital investment, reduce 

logistics costs or inventory costs, improve inventory turns and capital return rate, 

provide customers with more value-added services, access market information, and 

facilitate the new products launch timely (Zeng and Wang, 2002). Moreover, the 

development of information technology has changed the enterprise management mode 

fundamentally and broken the boundaries of the enterprise. One example is the 

e-business platform that can give customers the opportunities to look for cheaper and 

quality products. Additionally, the e-business platform significantly cuts down the cost 

associated with marketing, customer service, processing, information storage and 

inventory management (Bora, 2009). 

 

According to the advantages of e-business, it is clear that the logistics activities can be 

improved effectively by applying e-business in traditional logistics. However, there is 

still one question on whether e-business is suitable to improve obviously the logistics 

system (such as Yiwu’s) in a commodities market. Therefore, this thesis is mainly 

focusing on studying the logistics systems in Yiwu and investigating whether if the 

e-business can enhance effectively such logistics systems. Based on the case study 

carried out in Yiwu, the methods on how to achieve the best effect on the improvement 

of logistics systems in Yiwu will be identified. 

1.3 Purpose 

The purposes of this thesis are to characterize the commodity logistics systems, identify 

the challenges of logistics systems in small-commodity markets, and discuss how use 

of e-business platform can improve the logistics system in Yiwu.  
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There are multiple commodity product markets in the world wide, and the commodity 

product market city in Yiwu is a typical one in China. Therefore, this thesis takes Yiwu 

city as an emblematic case of commodity logistics system to study.  

 

Commodity logistics system includes framework, business process, cost structure, and 

operation management. In this thesis, the authors focus on the challenges of this kind of 

logistics system, consider possible solutions for the challenges and then design a new 

structure of commodity market based on e-business. 

 

The small-commodities producers are normally unable to establish their own logistics 

centers for product distribution. If the producers are small orders for each treatment, the 

costs of order processing are too high, it will make small businesses intolerable. On the 

other hand, the consumer who needs multiple products must contact multiple small 

businesses. It will result in the combat of consumer’s enthusiasm. Consequently, it is of 

important to characterize the logistics systems in the small-commodity market and then 

find out an efficient way to improve. 

1.4 Research questions 

In order to realize the purposes of this thesis, the authors need to answer the following 

three research questions that concern on the theoretical foundation of possible solutions 

to this study: 

1. What are the characteristics the logistics system in Yiwu’s small-commodity 

market?  

2. What challenges does this kind of logistics system pose to the actors of the 

market?  

3. How can the e-business platform meet these challenges and improve the 

logistics system?  

1.5 Outline 



 

4 
 

There are 6 chapters in this thesis. Chapter 1 describes the background of logistics 

system in Yiwu, and summarizes the purposes and research questions of this thesis. 

The reason about why the e-business should be interesting for logistics systems is also 

provided. Chapter 2 introduces the basic theoretical framework of this thesis and a 

comprehensive literature review is provided. Specifically, the concept DWV3 that is 

used for characterizing logistics systems and supply chain is discussed. In Chapter 3, 

the methodology applied in this research is presented. The research strategies, research 

processes, and research quality are discussed in detail. In Chapter 4, the information on 

the interview and questionnaire results of case study that is based on the companies in 

Yiwu is presented. In Chapter 5, the characteristics of commodities logistics system in 

Yiwu are analyzed, and the Yiwu commodities logistics system is identified as the 

S2V2 system that has the characteristics of small-volume, short life cycle, high variety 

and unpredictable variability. According to empirical findings of the logistics system 

in Yiwu, an integrated method based on e-business platform is suggested to improve 

the logistic system in this chapter. Chapter 6 finally summarizes the conclusion of this 

thesis, some strategies to improve the S2V2 logistics system in Yiwu are provided for 

administrators.  

 

2. Theoretical framework  

In this chapter, the authors present a comprehensive review on the logistics system of 

small commodity markets based on a large number of articles and books in the related 

fields.  

 

In order to ensure the theoretical framework logic, the authors utilize the theory of 

logistics system as a basis, and provide the analysis on distribution systems and supply 

chains. Since the purpose of this thesis is to study and optimize the logistics system in a 

small commodity market, the classification variables of DWV3 model, duration of life 

cycle; time window for delivery; volume; variety; and variability (Christopher and 
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Towill, 2000), are therefore chosen as one direction to analyze the logistics system. For 

the optimization of the logistics systems, the e-business platform is identified as a 

channel to improve the logistics system in Yiwu commodity market.        

2.1 Logistics system   

Logistics activities generally include the incoming and destination transport 

management, warehousing, materials handling, order fulfillment, logistics network 

design, inventory management, supply, demand planning, and other third-party 

logistics services management. Depending on the practical needs, the transportation, 

storage, handling, packaging, distribution processing, distribution, information 

processing and other basic functions are combined to operate. “In the business 

community, the term refers to how resources are acquired, transported and stored 

along the supply chain” (Bowersox, 1974). 

 

Logistics management is the governance of supply chain functions 

(http://searchmanufacturingerp.techtarget.com/definition/logistics-management). 

According to Wikipedia (http://en.wikipedia.org/wiki/Supply_chain), a supply chain is 

a system of organizations, people, activities, information, and resources involved in 

moving a product or service from supplier to customer. Supply chain activities 

transform natural resources, raw materials, and components into a finished product that 

is delivered to the end customer. Typically, the elements of logistics system have its 

own rules and standards for their operation, it often results the conflict between 

elements of their operation. The research of logistics management is essentially to 

make the elements of the logistics system for minimizing the conflicts and maximizing 

the benefits of pursuing a state of equilibrium. 

2.2 Supply chain 

In order to deliver products or services to end-users, the supply chain consists of a chain 

of network organizations by the upstream and downstream enterprises. It is commonly 

http://searchmanufacturingerp.techtarget.com/definition/logistics-management
http://en.wikipedia.org/wiki/Vendor_(supply_chain)
http://en.wikipedia.org/wiki/Customer
http://en.wikipedia.org/wiki/Raw_material
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understood that the 21st century market competition is not between enterprises; instead, 

it is the competition between the supply chains. These perspectives have a great 

inspiration to our understanding of the logistics.  

 

He (2002) has described that the supply chain is a product of social production, and an 

important form of organization and marketing methods. Supply Chain Management 

(SCM) is an integrated approach to planning, organizing, coordinating and controlling 

the supply chain and all the activities involved. Based on the understanding and 

grasping of the inherent law, SCM is trying to achieve the best integration of material 

flow, information flow and finance flow within and among companies for minimizing 

the cost and maximizing the added values to the end-users and companies.  

 

He (2002) also stated that the role of supply chain management has mainly in four 

aspects:  

 According to market demand spreads, to provide a complete portfolio of 

products; according to market demand diversification, shorten the cycle from 

production to consumption.  

 According to uncertainty market demand, to shorten the distance between 

supply market and demand market. 

 According to the importance of logistics in the supply chain system, enterprises 

have to overcome loss, thereby reducing the overall level of logistics costs and 

logistics cost, make things and goods throughout the supply chain inventory 

decline. 

 Through the resources of supply chain (manpower, marketing, warehousing, 

production equipment, etc.) to enhance operational efficiency, giving the 

operator a greater ability to adapt to market changes and response timely, thus 

make the best use of things, smooth flow of goods.  
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To achieve the above four aspects, there are three aspects that must be considered in 

supply chain management to achieve the management goals:  

 Customer-centric;  

 Close cooperation between trading partners, sharing of benefits, risks; 

 Application of information technology (identification ID code, barcode, POS 

scanning and electronic data interchange (EDI), etc.). 

 

According to He (2002), Supply chain management and logistics management are 

different but related. Logistics and supply chain should be two different categories. 

There are basically three views about current international understanding of the supply 

chain: the concept of supply chain is the expansion of logistics concept. Logistics is a 

part of supply chain. Integrated logistics and supply chain management are the same 

concept while supply chain is an integration of related business operations and 

resource.  

 

In essence, SCM actually includes the integration between the various functional 

departments and organizations, and the integration between the upstream and 

downstream in the supply chain. It involved in the business flow, logistics and 

information flow, and the integrated objects are the resources, organization, operations, 

processes, etc., and thus supply chain concept is broader than the concept of logistics. 

 

 

2.3 DWV3 – A concept to characterize logistics systems 

Christopher and Towill (2000) have claimed that DWV3 leads to the potential for a 

large number of theoretical supply chain strategies. With the DWV3 model, it could 

be easier to find out the characteristics and challenges of the logistics system in Yiwu 

though the methodology behind of the DWV3 model is for the development of 

demand chains – a focus shift from Supply Chain Management to Demand Chain 

Management. 
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Vollmann et al. (2000) proposed that the term “supply chain” should be replaced by 

the term “demand chain”, in order to emphasize the shift in emphasis from efficient 

supply to meeting customer demands. Childerhouse (2002) thought that the focused 

demand chain theory should be established based on the varying market environment. 

Each product characteristics will be designed to match the customers' requirements. 

One of the key points in such integrated framework is the parameter selection of the 

demand chain. He has therefore identified five classification variables: Duration of life 

cycle, time Window for delivery, Volume, Variety and Variability, abbreviated as 

DWV3, in order to classify the product demand characteristics. The key reasons for 

such stream classification system are described below. 

 

Short product life cycles require the access to markets rapidly, restock products in life 

cycle continuously, and shorter distribution channels. Also, the short life cycle requires 

that the demand chain can have a "fast-track" on product development, production and 

logistics processes, and create conditions for shorten lead times, in order to reduce the 

risk of slow-moving and obsolete. Supply lead time needed to match the various stages 

of the product life cycle. 

 

Product volume: High volume products are available through the economies of scale. 

Low volume products are benefit from the flexibility of the production and the entire 

demand chain. 

 

Product Variety: Diversity leads to a large number of products in stock; the products 

divided based on variables should be evaluated.  

 

Variability and unpredictability of demand are related with the peaks of demand. Peaks 

of demand affect the use ability and production technology strongly. Unpredictability 

increases the risk of slow-moving and obsolete. 

http://www.sciencedirect.com.webproxy.student.hig.se:2048/science/article/pii/S0272696303000792?np=y#BIB64
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2.4 E-business 

“e-commerce business models are distinct from offline business models not only 

because of higher interactivity” (Delfmann et al., 2002) and they promote the 

importance of logistics (Gurau et al., 2001). The conception of E-business was 

originally presented by IBM Corporation in 1996.  

Generally, the modern logistics should have the following characteristics: E-business 

and logistics are combined together closely; Modern logistics is the integration of 

material flow, information flow, capital flow and talent flow; E-business logistics is 

the flexible combination of information technology, automation, network, intelligent; 

the standardization of logistics facilities, goods packaging, socialization of logistics 

are also new characteristics of the E-business logistics. 

Electronic business comes true along with the development of IT technology. IT 

support creates value in business activity. The development of E-business has 

provided a new opportunity for logistics industry. Today, logistics companies are 

providing more and more warehousing, distribution facilities, repair services, 

electronic tracking and other value-added services. Logistics service providers are 

becoming a customer service center, processing and repair center, information center 

and financial center. Adding new services according to customers is an evolving 

concept. 

Why the e-business is so much attractive to the companies? First, the fees are cheaper 

due to the openness of the international network. In general, this advantage makes 

many companies interested in it, especially for SMEs. Second, Internet almost covers 

all over the world, the user can transfer business information and document 

conveniently with its trade partner. Third, e-business has more comprehensive 

functions. Internet can fully support the different types of users to achieve different 

levels of business objectives. For instance, release of the electronic business 
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information, online negotiation or establishing virtual stores or online banking, have 

been very common today.  

2.5 Previous study on e-business platform 

E-business refers to that the companies in automated trading platform are carrying out 

their business activities through Internet. The platform can provide rich website 

sources, security assurance of information and trade. When it is integrated into supply 

chain management, it brings the reform to supply chain. 

 

The information produced by using e-business platform in the procedure is 

automatically proceed collection, classification, transfer, summary, identification, 

tracking, query, analysis, and a series of processing activities. Automation reduces 

human performance and expands the logistics operation ability, improve labor 

productivity and reduce the error rate, etc. The Internet has already entered into 

ordinary families, individuals, businesses. They can use network platform to achieve 

information immediately. 

 

There have already existed many e-business platforms today. Some examples are 

Taobao and Jingdong in China, e-bay and Amazon outside of China. In fact, Taobao is 

the largest online e-commerce platform in China（Lu and He, 2013) and has been one 

kind of virtual economy platforms. Numerous of merchants can generate profits on 

Taobao platform (Hu and Ma, 2013). 

 

Virtual economy platform is a new mode of business rapidly developed in recent 

years. With the successful operation of Taobao, Amazon and e-bay, this kind of 

virtual economy platforms has been paid more and more attention. The concept of 

e-business becomes a new bridge of creation and value accumulation (ibid). It is 

believed that it is the power of e-business platform that generates Taobao and makes it 

successful. 
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3. Methodology 

3.1 Research strategy 

“Conducting any type of research should be governed by a well-defined research 

methodology based on scientific principles” (Eldabi et al., 2002).  

 

The research questions in this thesis concern the characteristics and challenges of 

logistic systems in small-commodity markets. To answer the questions, the main 

approach is to carry out a case study on a specific commodity market in China.  

 

The qualitative approach is used to find out the answers on the research questions 

considered in this thesis. “The use of qualitative research methods is driven primarily 

by the type of research question being asked” (Bachiochi and Weiner, 2002). 

Comparatively, quantitative methods emphasize on objective measurements and focus 

on gathering numerical data. Figure 1 below provides a general comparison on these 

two approaches.  

 

How to choose the right research strategy is important when this thesis project is 

starting. Since the quantitative approach applies more numerical data to build or test 

the related theory, mathematical models are often needed to establish. Therefore, the 

quantitative approach is not appropriate for this thesis. Instead, the qualitative 

approach will be used in the research of this thesis 

 

The qualitative research approach includes “face-to-face” contact to observe the 

verbal data, and it can collect information from interview. Another source is to use 

field notes to describe events. And it also involves case study, survey and written 

documents (Eldabi et al, 2002). Based on Gagnon et al (2010), he mentioned that the 

case study is particularly suited to research questions because of the requirements of 

detailed and rich data collection. In the interview, the authors can have a “face-to-face” 
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communication and make record notes as a part of data, and through other sources 

like survey study and literature to collect data. 

 

 

Figure 1. Quantitative and Qualitative approaches 

(Punch, 2005) 
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3.2 Research process 

The research process in this thesis is as displayed in Figure 1:  

 

 

Figure 2. The research process structure 

 

The first part will explain why and what are needed to write, and how does the 

problem occur. The second part will describe what case to study in the research and 

some background. The third part is about the collected data (interview and 

questionnaire) that the model could be established. Finally, the data should be 

analyzed and the result will show the validity and reliability in the end. 

3.3 Formulate problem and plan study 

Yiwu commodity market is a very special commodity market. Although there are 

some articles about Yiwu market, there are still lacks of literatures that describe the 

commodity market logistics system in Yiwu.  

 

This thesis wants to construct a system that could stand for a kind of commodity 

market logistics system. A model based on the characteristics of Yiwu commodity 
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market is considered to be constructed for such system. Through making 

questionnaire, this thesis can also have an efficient and intuitive perspective to 

investigate. After the interview and survey study are carried out, the challenges will 

be identified. In the end, some appropriate ways to improve the system are expected 

to be found. 

  

Since the logistics management discipline was established, the research methods in 

the field of logistics mainly include the following several ways (Yong, 2010):  

1) System analysis method: including system analysis, system integrated and 

global concept, the concept of development and change, the impacts and 

constraints to the logistics system by environment, etc. 

2) Experimental analysis method: it’s a method to research how the future is. 

Based on historical data and volatility of the main variables, it introduced 

the future development trend and development level.  

3) Normative analysis methods: it’s a method to solve the problem of "what 

ought to be". It analyzes the economy itself, good or bad, whether 

conforms to certain value standards.  

4) Comparative analysis method: the contrast and comparison are made on 

the difference and relationship of things, so as to reveal the thinking 

process and method of essence.  

5) Case analysis method: according to a particular problem, it shows analysts 

background, provides a large number of background material. 

 

Bachiochi and Weiner (2002) also mentioned that “systematic approaches can 

enhance the reliability and validity of conclusions drawn from qualitative research”, 

this thesis will use the system analysis method that can help characterize the Yiwu 

logistics system. The case analysis could help us to find the challenges of the logistics 

system.  

 

app:ds:experimental
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3.4 Case selection and case study 

“Case-based research was the most appropriate methodology to use (Perry, 1998)”. 

There are three reasons that explain the case study research is a feasible research 

strategy.  

1) Researcher could learn things from natural and conclude concepts from 

practice.  

2) The research questions “how” and “why” are critical for researcher to pursue. 

3) New topics emerge to previous research studies in each year can be gained 

through the use of case research (Benbasat, 1987). Eisenhardt (1989) also 

identified: “The case study is a research strategy which focuses on 

understanding the dynamics and present within single settings”. So case study 

we used as one research approach in this thesis. 

 

Since 1991, Yiwu commodity market has been on the top position as China’s largest 

industrial products market (Ke, 2006). In this thesis, the authors choose Yiwu 

commodity market as background because Yiwu logistics system is actually 

characterized based on Yiwu commodity market. Yiwu commodity market is a big 

industry cluster. Most companies there have the same logistics processing mode. Two 

typical companies have been chosen as representatives to analyze. The study expects 

to know when these companies use this kind of logistics system and what problems 

they are going to meet in the process. 

 

3.5 Data collection 

“One way around the problem of retrospective data collection is to examine findings 

from a succession of one-shot surveys carried out at different points of time” 

(Sapsford, 2006). 
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In 2012, for effectively collecting data related to Yiwu commodity market, the 

interview formulation and questionnaires were designed according to the 

characteristics of model systems. The method of survey is through two local 

companies chosen in Yiwu commodity market and the interview was carried out with 

the face to face conversations. The feedback of survey questions with 100 valid 

questionnaires is received. 

3.5.1 Primary data and secondary data 

The primary data means the original information data (Glass, 1976). It can be 

observed through interviews, inquiries, questionnaires, measurement methods. The 

thesis use both primary and secondary data. The primary data are collected by 

interview company managers, sent questionnaire to consumers. The secondary data 

are achieved by the government reports from website, research articles of the journals 

from Google scholar.  

 

3.5.2 Interview 

Interview is one qualitative research method. The objective of the interview is to 

collect data from valid companies and have a better view of the logistics process, thus 

to find ways to improve the logistics system. These interview questions are mainly 

designed to know the typical commodity companies and various factors of affecting 

logistics choice. And the questionnaire is used to understand the demands of 

consumers. Then, based on the demands of consumer compare to realize where can 

get improved in this kind of characterized logistics system. The interviewers should 

develop trust and have a harmonious environment with interviewees to facilitate valid 

data collection (Gubrium and Holstein, 2002). Under the great support from the 

chosen companies, two top level managers at these two companies have accepted the 

interviews, and the interview has proceeded in a good atmosphere.  
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3.5.3 Questionnaire 

For getting more valid and reliable information about Yiwu commodity market, 

questionnaires can directly learn more about the idea and demands of consumers.  

The purpose of questionnaires research is to collect sufficient, true and effective 

information on the activities and strategies of companies under study. It provides the 

reference frame for management department. The researcher formulates the research 

subjects into forms or questions and spread out. Questionnaire survey can make the 

measurement obtained directly from the participants of individual, personal 

preferences, values, attitude or personal belief, it can also use the questionnaire survey 

to the discovery of truth and consumer experience. 

 

We have set eight questions for the participants. There are individual choice and 

multiple choice and constructive questions. The survey proceeds randomly in the 

street side of stores and 100 effective questionnaires feedback are received. 

3.6 Description and analysis of data 

After characterizing the Yiwu logistics system, this thesis makes the comparison 

between the theory in Chapter 2 and the findings given in Chapter 4. The 

characteristics of Yiwu logistics system could be found out according to the DWV3 

model. Combining with the Yiwu case, three research questions are discussed and 

answered in Chapter 5. Consequently, the authors could clearly identify the challenges 

that the logistics system may have. Finally, the e-business platform can be considered 

to apply to meet the challenges and the logistics system is therefore improved. 
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3.7 Research quality 

3.7.1 Reliability and validity 

“Reliability and validity are merely the first step toward the understanding of the 

complex issues of measurement in theoretical and applied research settings.” 

(Carmines and Zeller, 1979) 

Validity concerns the status of research, arguments, points of view, practice, 

competence, and skill (Eikeland, 2006). It provides better insight and mastery of 

things, “Validity needs justifications, legitimacy, and competence” (ibid), the research 

cannot be judged by any arbitrary habit or opinion. During the interview, the 

questions are prepared to let us have a better insight of the logistics system and its 

challenges. In order to avoid subjective judgment and unscientific habit, data are from 

interviews, questionnaires, company’s internal data, government report and Google 

scholar. The questions are mentioned company’s activity, information, logistics 

process, facing problems and so on. 

 

As the name implies, the reliability needs the thesis have to be trusted, justiciable and 

reliable. Reliability is a standard of data collection. There are three tests to examine if 

the research has reliability of qualitative work, they are: Stability, Consistency and 

Equivalence (Brink, 1991).  

 

When the same question is asked in a different time and the results are consistent, this 

proves that the research has stability. In the interview, the two managers talked about 

almost the same logistics system process and facing challenges. In the survey study, 

most questionnaires are feedback concordant answers. “Consistency refers to 

the integrity of issues within a single interview or questionnaire, so that a 

respondent’s answers on a given topic remain concordant” (ibid). The consistency is 

conducted to the interview and questionnaire in this thesis. The use of alternative 
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question forms with the same meaning during an interview or observation by 

researchers can test the equivalence (ibid). 

 

The secondary data from government and literature that are written by recognized 

authors have been achieved, the data used in this thesis can be trusted.   

 

3.7.2 Limitation 

Bachiochi and Weiner (2002) stated that “One of the potential weaknesses of 

qualitative research is the limited generalizability of the findings.” Due to the 

personal experience or data information derivation of these managers in interview, it 

is also a limitation of reliability. The language in the translation that was used in the 

interview and questionnaire may also effect the deviation.  

 

Finally, the findings are surely just based the market in Yiwu, and its generality is not 

certain.   

 

4. Findings 

4.1 The background of Yiwu commodity market 

The emergence and development of Yiwu small commodity market have created a new 

business model and format. It is different from the traditional market in a planned 

economy. Rui et al. (2003) have introduced Yiwu’s market conditions and logistics 

system, and the advantages of shipping market and challenges were analyzed. Some 

suggestions on the development of Yiwu logistics industry were also proposed in Rui et 

al. (2003).  
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There are more than 100 domestic freight forwarders and international freight 

forwarding enterprises in Yiwu. 195 long-distance record container transportation 

enterprises are approved, and there are 85 express companies doing their business in 

this city. The average volume in current express business comes up to 350000 pieces 

every day.  

 

“A commodity chain refers to the whole range of activities which is involved in the 

design, production, and marketing of a product” (Gary, 1999). According to a report by 

China Ministry of Transportation, there is a small commodities market area of more 

than 4 million square meters, 67,000 sale points, distributed in 16 major categories, 

4,202 species and more than 1.7 million different items (China Ministry of 

Transportation, 2010).  

 

Furthermore, this report states that the total market turnover is 62.11 billion yuan in 

2010, an increase of 11.7%, and the turnover topped for 20 consecutive years in the 

several main markets in different industry fields. In recent years, relying on the market's 

expanding, Yiwu city has gradually bred global freight-oriented network and promote 

the transformation of traditional logistics to modern logistics.  

 

4.2 Advantages of Yiwu commodity market 

The main advantages of Yiwu commodity market can be addressed from different 

aspects: 

 Transportation - Relying on the market's expanding in recent years, Yiwu city 

has gradually bred its global freight-oriented network and promoted the 

transformation of traditional logistics to modern logistics; it has also given birth 

to the big modern logistics. Yiwu has become an important inland port in 

Zhejiang province, and become one of the four largest logistics hubs operating 

in the province. Yiwu Logistics Parks is a logistics base which was jointly built 
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by China Ministry of Transportation and Zhejiang Provincial Government. The 

city is also one of the three biggest transport channels in the province. 

 

 Diversification of varieties with low prices - Yiwu has drawn attention from 

nearly half million of manufacturers and corporations. These corporations 

almost include handiwork, decoration, small ironware, general merchandise, 

electronic appliance, toy, makeup, clothes and industrial product. According to 

Tong (2008), “the prices of these products are the lowest in China and are 36% 

cheaper than any other department stores”. Under the condition of multiple 

varieties and small batch production, enterprises will produce more varieties. 

The output of each variety is very small; the production needs to be organized 

according to user's order; the product structures and concerned technology are 

rather different. “Production equipment uses general equipment to organize 

production in accordance with the principle of process units” 

(http://Inku.baidu.com/view/517b7fa6f524ccbff1218466.html). The 

processing of each work center undertakes a variety of production tasks.  

 

 Widely and deeply radiated market - The radiation covers at domestic and 

abroad, it cannot compare with any kind of market in China. The radiation level 

is much more than the rural market. The commodity grade of its business is not 

confined to cheap goods. Many goods with high quality and better price are also 

in the market.  

 

 Focus on wholesaler and retailer - Transaction object is mainly on wholesalers 

and retailers. It is different with the most retail and wholesale markets currently 

engaged in half pattern. 

(http://Inku.baidu.com/view/63efefda50e2524de5187ef4.html).   

 

http://inku.baidu.com/view/517b7fa6f524ccbff1218466.html
http://wenku.baidu.com/view/63efefda50e2524de5187ef4.html
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 The market function is innovated continually - In the process of market 

development, Yiwu always adheres to the function of improvement and 

innovation, and it also leads the market development trend. In present, Yiwu 

market functions is already from the single commodity trade to show goods, 

information collection, price formation and the development of products, such 

as innovation direction. The trade way is from the traditional cash and spot 

transactions to negotiate orders, e-commerce, logistics and other modern 

trading mode transformation, it has become the core of commodity information.   

4.3 Challenges of Yiwu commodity market 

The challenges faced by Yiwu commodity market are how to solve the various 

problems described below. 

 

Lu and Bai (2000) reported that with the growing volume of small commodities, the 

transportation and contradictions of supply & demand become tense, it is thus 

depriving the shipping market and keeping the commodity trading at the lowest cost.  

 

Yiwu’s shipping market has now developed into a modern logistics operation mode 

with a three-dimensional market structure: highway, railway, sea and air. Huang (2008) 

has analyzed the Yiwu’s small commodity logistics problems. He pointed that there are 

the problems of goods’ security, low efficiency of transport and low level of logistics 

development in Yiwu market. Some suggestions proposed in Huang (2008) are to 

integrate the whole logistics resources, standardize and develop the third party logistics 

industry. Rui et al. (2004) have also studied on Yiwu’s logistics mode and made some 

improvement suggestions. Since Yiwu’s delivery pattern has low efficiency, small size 

of each batch, large waste and environmental problems, the improved way is to 

introduce distribution center, conduct the logistics integrated management, control and 

adjustment.  
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Hua (2010) has analyzed the existing deficiency in Yiwu’s small commodity logistics 

system such as low information level, low service level, uncompleted function and lack 

of modern logistics industry body. It’s suggested to technologically integrate the 

logistics resources such as the existing logistics station, route and the check point, and 

construct the commodity e-commerce that should be integrated with the information 

platform. Eventually, Yiwu’s small commodity logistics system should be developed 

under the e-commerce framework. Xie and Wu (2011) has analyzed the existing 

problems about Yiwu’s small commodity city in the logistics market, transportation 

market, logistics service network, government‘s role, and finally put forward four 

suggestions to promote the economy industry and perfect the logistics market of 

Yiwu’s small commodity city. It has certain reference value for small commodity city’s 

market logistics system, reforming and perfecting in Yiwu, Zhejiang and other areas.  

 

4.4The structure and characteristics of logistics system of Yiwu 

 

 

 

Figure 4 Framework of logistics system 

 

Figure 4 shows the trade process starts from supplier to customer in Yiwu and can be 

divided into wholesale logistics and retail logistics. In the wholesale logistics, supplier 

will afford a huge amount of products to wholesaler. In this process, the product will be 

checked and put into inventory. The inventory place should be as close as possible to 
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many big scale logistics companies in Yiwu. It can achieve the just-in-time service 

mode and cut the logistics cost. Subsequently, products in wholesale inventory point 

will be delivered to the retail inventory point according to the retailer’s demands. The 

retail inventory points are near to market counters and super shopping centers in Yiwu. 

It means the retailer can make quick responses to customers’ order and make a better 

performance eventually. The process from retailers to customers constitutes the retail 

logistics. Despite the customers ask for a very huge order in Yiwu, retailers can also 

contact with wholesalers to deliver products directly to customers as soon as possible.  

 

The logistics system in Yiwu has mainly the following characteristics: 

1. The variety of products are various 

2. The process of producing is variability; the organization and control become 

complicated. 

3. The external market risk rise and unpredictable. 

 

These characteristics make the cost of companies greatly increased, and the lead-time 

become longer. The manufacturing industry has entered into a transfer period. How to 

change the old producing method and adapt this kind small-volume various variety 

environment, and make low cost, rapid response to the customer with the high quality 

various product, this is a subject that need to develop.  

(http://Inku.baidu.com/view/b6a1f0d6240c844769eaeecf.html) 

 

When the external environment of system changed a lot, the specific expression as: 

product life cycle becomes shorter, the speed of variety updating expedites obviously, 

and the customer pursue of diversification. The lead-time response speed becomes very 

important. More and more companies realize if they want to win in the fierce 

competition in the market, they need be able to deliver the variability products to meet 

the demands of customers. But only through using highly automatics equipment and 

http://wenku.baidu.com/view/b6a1f0d6240c844769eaeecf.html
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new technology is not enough, it has to optimize from the entire system to change the 

traditional operation and makes the companies adapt the changing environment. (ibid) 

 

4.5 Survey study 

4.5.1 Interview 

In the year of 2012, the managers of two companies in Yiwu were interviewed on the 

topics given below. The companies are Yiwu DaMing Commodity Company and 

Haijing Crafts Company in sale business of the commodities including clothes, iron 

tools, office articles and some decorations. The managers interviewed by the authors 

are mostly responsible for logistics process and have worked at the essential positions 

for about 6-8 years. Mostly, the interview was made focusing on the following 

contents. 

 

The Contents of the interview 

1. What kind of product does the company manufacture? 

2. What is your role in this company? 

3. How many years have you been working in the company? 

4. What is the sale mode of the company? 

5. How does the company process the logistics system work? 

6. What challenges are the companies facing? 

7. Does the company use any management software to improve its logistics system 

efficiency? 

8. What are the possible problems that the company may face in supply chain? 

9. Based on some existing e-business service providers such as e-bay and Amazon, 

will you consider building an e-business platform in your company? 
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According to the interview made on the questions given above, the important 

information can be abstracted and summarized as following.  

 In Yiwu small commodity market, the manufacturing companies are normally 

marketing their products by themselves.  

 Customers tend to purchase online in recent years, so their consumption 

manners will influence the logistics manager’s marketing strategies.  

 There are many Yiwu companies trading with foreign companies, but the 

majority of the companies still operate their business inland as prime and using 

TPL.  

 Because there is a deficiency of a suitable information platform, the wholesale 

and retail companies mostly operate the transport and delivery by themselves. 

 There are around 30% companies unsatisfied with using TPL, because the 

information supply of logistics technology system is not good enough and the 

feedback cannot be received in time. This makes the communication obstructed, 

the changing demand, for example, from customers cannot be received in time.  

4.5.2 Questionnaire 

The customer's experience is a very important factor for the success of any e-commerce 

practice because it influences the customer's perceptions of value and product/service 

quality, and therefore is affecting customer loyalty and retention (Georgiadis and Chau, 

2013). The questionnaires were designed to test whether the customers have desire to 

shopping on internet. 

 

During the period of the thesis work, about 250 copies of the questionnaires have been 

distributed to the customers of these interviewed companies through their channels. 

There are totally 100 valid responses received.  

 

Based on the theoretical study and the interview with the managers of these sale 

business companies, it can be identified that the development of E-business seems an 
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important direction for Yiwu to promote for meeting the challenges. The design of the 

questionnaires is therefore to focus on the online shopping manner of normal people. 

The purpose is to find out in which manner people will use the e-service, and therefore, 

how the E-business strategies can be developed for Yiwu’s market. 

 

According to the feedback results of questionnaire, a lot of people prefer shopping on 

Internet. Besides, it affords the lowest price at any time. But, in reality, the logistics 

distribution often delays or has a very high cost which may reduce consumers’ online 

shopping enthusiasm. 

 

Based on the frequency of online shopping and commodity procurement methods, 

online shopping will be intermediary company. It contacts logistics companies, 

procurement methods, delivery time and convenience to use online degree and 

suggestions for improvements. 

 

According to the survey statistics, the proportion of online shopping is 62%,77% do not 

specify the courier company, nearly 60% worried about the safety of goods and whether 

the goods is damaged. 37% is satisfied of delivery time, 30% is satisfied of price, 

70%propose easy to use on line and pay mode should be improved. It is better if there is 

a business platform which can compare many commodities. 
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5 Discussion and Analysis 

5.1 The characteristics of the logistics system in Yiwu using DWV3 

According DWV3 model and combining with the investigation and analysis of Yiwu, 

the commons are found as described as below. 

 

 D (Duration of life cycle) and W (time Window for delivery) 

 

The product life cycle of commodities in Yiwu is short. The feature of every 

commodity is corresponding with seasons or fashion periods. For instance, 

when the 2010 FIFA World Cup was coming, the t-shirts which printed 

different team badge were well sold. After the tournament was finished, the 

t-shirts were vanished. Additionally, the product life cycle from manufacturing 

to the buying of customer is momentary.  

 

 V3 (Volume, Variety and Variability) 

 

The volume of each product is small and the variety of commodities is high in 

Yiwu. In order to lower the cost, companies can manufacture their 

commodities flexibly. Small volume of products can avoid the variety that 

may lead to huge warehouse.  

 

The demand of variability is unpredictable. The customer’s demand and 

manufacture technology will influence the variability obviously, so the 

unpredictable situation could increase the risk of out-of-fashion.  

 

Based on the characteristics of small-volume, short life cycle, high variety and 

unpredictable variability, the logistics distribution center needs to organize the process 

efficiently. The DWV3 summary classification model is very similar to the 

characteristics with Yiwu commodities market model. According to the characteristics 
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identified by using DWV3 theory, the model of Yiwu logistics system can be 

identified as the S2V2 system that has the characteristics of small-volume, short life 

cycle, high variety and unpredictable variability. 

 

5.2 Challenges for the S2V2 system 

Based on the results of the interview and survey study, the challenges of Yiwu 

logistics system as an S2V2 system can be identified as: 

 

1. Lack of efficient third-party logistics providers 

At Yiwu, the third-party logistics market is immature and even absent. Commodity 

managers usually have difficulties to choose suitable third-party logistics providers. 

They often have to take the role as the third-party logistics provider for planning 

and implementing the commodity logistics process. 

 

2. Low level of logistics information technology 

Yiwu is affected by other attitudes and conditions, private enterprises accounted 

for the vast majority. The popularity of information technology is lacking. Thus 

important decisions about the logistics issues should be improved, such as 

inventory management, goods group with the program, the best transportation lines, 

etc. The goods timeliness, accuracy and reliability should be improved. 

 

3. Low quality level of logistics comprehensive service  

The quality level of existing logistics comprehensive service is lower in Yiwu. The 

most of the consignment points are lack of multiple functional and comprehensive 

services; and also lack of the channels which allow customers to know the progress 

of follow-up services. Additionally, competitiveness is mainly focused in price 

instead of the quality of comprehensive service. 
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4. Most of manufacturing companies have their own warehouses, including raw 

material storage, semi-finished products and shipping departments. These 

enterprises are responsible for purchasing their own raw materials, and the 

transportation of the raw materials is finished by the suppliers or these enterprises 

contact transportation companies.  

 

5. The logistics for Yiwu manufacturing enterprises has the following disadvantages:  

 The manufacturing enterprise scales are still small;  

 It is difficult to form the economies of scale in the purchases of raw materials 

and semi-finished products; 

 The logistics cost is therefore high due to the reasons above. 

6. The information feedback is slow and the transportation efficiency and services 

quality should be improved. 

5.3 How e-business platform may improve the S2V2 system 

“The failure of so many companies in e-commerce can be in part accounted for by the 

neglect of logistics as a key factor of success, implying a prominent role for 

companies specializing in the logistics segment”(Bretzke, 2000). In this study, it is 

identified that Yiwu logistics system, characterized as an S2V2 system, can be 

improved by building the e-business platform in the following perspectives. 

More cooperation with customers 

When customers put up with some complicated requirements, many companies do not 

make relative strategies because of the lack of market sensibility, so they miss the 

opportunity of cooperation with customers. With the help of e-business platform, 

companies could adjust their logistics according to customer’s demand. It can 

improve efficiency of S2V2 logistics.  
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Integration of services 

Delfmann (2002) described that the logistics flows can generate the information flows. 

With the greater relevance are the market makers and the product providers, this 

generates logistics challenges. Yang et al (2010) classified that the e-business, in 

addition to the typical e-business, should be taken as an integrated and 

service-oriented e-business platform. Auxiliary shopping, shopping guide, shopping 

rebate, shopping search engine and other aspects of e-business in a variety of modes 

from the perspective of the development strategy are applied. 

Comprehensive service  

 

The current global market competition has two notable features: the first one is that the 

market variability has increased. Currently, customers have desires to buy presents with 

personalized and diversified characteristics. As technology changes faster and the 

shorter product life cycles, it results in increased competition. The competition in the 

market is therefore increasingly turning its focus from cost-competitive to product 

performance. Moreover, the quality of service as well as new product development has 

speeded up competitively.  

 

According to the challenges described in chapter 5.2, the authors proposed that the 

improvement will mainly be based on applying the e-business platform in 

comprehensive service. The modern customers need the fast supply response and the 

sales on internet have to be flexible. Since the millions orders are occurred in the market 

every day, the order information could easily be confused, the accuracy and safety of 

cargos delivery are low if the modern information technology is not applied. When the 

e-business platform is built, all kinds of important information such as the sum of the 

orders, the process of information flow design, whether the delivery has been to sorting 

center, etc., can easily be handled with. Specifically, the progress of the logistics 
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process including the information on outbound, destination and final consumers can be 

traced efficiently under the framework of the e-business platform.  

 

Communication channel between consumers and suppliers 

 

In order to know the consumer’s opinion about the cargos or delivery better, whether 

they are satisfied with the service, the e-business platform can provide an evaluation 

system, the feedback from consumers can directly be collected. Additionally, the 

e-business platform can provide the newest information to those companies so that the 

companies can quickly response to the market and give better services to the 

consumers. 

 

Efficient services of TPL 

 

It is desirable for manufacturing companies to utilize TPL as much as they can in 

order to cut their logistics cost and achieve in-time delivery. However, there are many 

small-scale manufacture companies that do not have the ability to use TPL. If 

e-business platform is built, those same-scale companies will be able to share one 

TPL company to provide them logistics services and the cost will greatly be reduced.  

 

On the other hand, TPL management can be improved through the e-business platform 

that is built on modern electronic information technology. In particular, it uses internet 

technology to complete the entire process of logistics coordination, control and 

management, and all the process service can be achieved by the network.  

 

The IT technology makes the data transfer more fast and accurate, it can also increase 

the level of automation in warehouse management, handling the transportation, 

purchasing, ordering, shipping and distribution, order processing, so eventually 

integrate the book-binding, packaging, storage, transportation, distribution and 
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processing. Moreover, production enterprises can use information technology to 

communicate with TPL companies more easily. The collaboration, coordination and 

cooperation between companies can be completed in a short time.  

 

Creation of new business opportunities 

 

As one the biggest small commodity market of the world, Yiwu market e-commerce 

applications has been gradually penetrate into every aspect ( Mei, 2014). The most 

notable feature in the e-business platform lays in that a variety of software technology 

and logistics services are integrated. Meanwhile, the customer relationship 

management, business intelligence, computer telephony integration, geographic 

information systems, global positioning systems, internet, wireless internet technology 

and other advanced information technology are all needed to be involved in order to 

improve the whole logistics system efficiently. Additionally, the distribution 

optimization scheduling, dynamic monitoring, intelligent transportation, warehousing 

optimization configuration logistics management technology, logistics model and TPL 

management information system can provide strong technical support for production 

and operation of enterprises in order to establish an agile supply chain system. This 

definitely creates a lot of business opportunities for all parties involved in the field. 
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6. Conclusion  

The purposes of this thesis are to characterize the commodity logistics systems, identify 

the challenges of logistics systems in small-commodity markets, and discuss how use 

of e-business platform may improve the logistics system in Yiwu. Meanwhile, in order 

to realize the purposes, the following research questions are also needed to answer in 

this thesis: 

1. What are the characteristics the logistics system in Yiwu’s small-commodity 

market?  

2. What challenges does this kind of logistics system pose to the actors of the 

market?  

3. How may the e-business platform meet these challenges and improve the 

logistics system?  

 

First of all, the authors have found out that the commodity market in Yiwu has 

efficient transportation network and the market radiates widely and deeply. The 

diversification of varieties is high and with low prices. The market focuses on 

wholesalers and retailers. The market function is also innovated continually. 

Compared with the DWV3 model, the in Yiwu logistics can be characterized as the 

S2V2 system with the characteristics of small-volume, short-life cycle, high variety and 

unpredictable variability. 

 

Moreover, based on the collected data from the interview carried out at two companies 

in Yiwu and survey study which concerned about research questions, the authors have 

identified the challenges that are being faced currently by Yiwu logistics system. They 

are 

 Low level of logistics information;  

 Low quality level of logistics comprehensive service;  

 Low level of delivery lead times and accuracy; 
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 Imperfect and absence of main parts of modern logistics;  

 The enterprises developed from the family workshops have the 

characteristics of small scale of production, producing and marketing all by 

oneself;  

 The information feedback is slow and the transportation efficiency and 

services quality should be improved.  

 

Consequently, the authors have proposed that an integrated method should be 

introduced to improve the S2V2 system. This integrated method mainly uses e-business 

platform. Besides of the meeting the challenges, the following improvement are 

identified in this thesis on the introduction of the e-business platform: 

 More cooperation with customers 

 Integration of services 

 Comprehensive service  

 Communication channel between consumers and suppliers 

 Efficient services of TPL 

 Creation of new business opportunities 

 

Contribution 

The authors have found out that the advanced business tools such as such as 

e-commerce are usually ignored in Yiwu small commodities logistics. With the help of 

this thesis, the research gap for the deficiency about the method for improving the 

logistics efficiency of the S2V2 in Yiwu can be replenished. The authors have also 

figured out the characteristics and challenges of the S2V2 system in Yiwu. Furthermore, 

the method of e-business platform for improving the logistics efficiency is proposed 

separately.  

 

Further research 
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This thesis can be served as the case study for an S2V2 system. Since each small 

commodity market may have its own characteristics, more study is needed for 

providing a comprehensive understanding on the S2V2 systems. Despite the S2V2 

system in Yiwu has got a wide attention, there are still lack of sophistic theories and 

logistics models to apply. More research is definitely needed to carry out on practical 

application and experiences.  
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Appendix 

Questionnaire content 

1 Frequency of your online shopping（） 

□A Rarely (once every three months or less)4% 

□B Occasionally (once a month)30% 

□C Frequently (twice a week)56% 

□D Crazy (almost everything is online shopping)10% 

2  When selecting personality (many varieties of small batch) products, you will 

choose the way in which the procurement ( ) 

□A Go online shopping 62% 

□B Go directly to the commodity market 3% 

□C Both have 35% 

3  Online shopping process you will be asked to store your designated courier 

company it（） 

□A Yes 23% 

□B No 18% 

□C What made casually Express stores 59% 

4  When the store can only send one kind of courier, because the courier is not 

rated, will you give up the idea of shopping（） 

□A Yes 44%  

□B No 56% 

5 You choose the main factors to consider are what courier company (multiple 

choice)（） 

□A  Cheap 4%  

□B Good service attitude 13%  

□C Wide coverage area 3%  

□D Quick delivery 22%  

□E Reputable companies 12%  

□F Cargo tracking services 10%  

□G Compensation clear 5%  

□H Low price guarantee 2%  

□I Safety of the goods 28%   

□J Other 1% 

6  Online shopping during the encounter the following question, which you most 

unacceptable（） 

□A Receipt slow 26%   

□B Damaged goods during transport 41%   

□C Not receive the goods 17%  

□D Returns difficult 10%  

□E Poor service delivery 6% 

7 How much of your satisfaction with online shopping, whether the product meets 

the requirements （） 
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□A More satisfied than 90% 37%  

□B General satisfied more than 70% 42%  

□C Dissatisfied  50% 13%  

□D Very dissatisfied 50% or less 8% 

8 What is the main reasons of the product does not meet the requirements 

(multiple choice)（） 

□A Quality problems highlighted 28%  

□B And the line to see a far cry 23%  

□C Difficult to find their true need, the desired product is only approximate 10%  

□D Returns difficult 5%  

□E Large price gap teach the same product, loss of buying 14%  

□F Slow delivery 7%  

□G No arrival 10%   

□H Vendors poor service can not be guaranteed after-sales 2% 

I others 1% 

9 What is the most important intention you choose online shopping (multiple 

choice)（） 

□A Easy and fast 36%  

□B Cheap 37%   

□C Abundant resources, convenient choice 20%   

□D other 7% 

10 what is the improvements of the logistics (multiple choice)（） 

□A Delivery speed 24% 

□B Cargo security 20%  

□C Network coverage 21%  

□D Staff good attitude 6% 

□E Good price 5%  

□F Claims speed 2%   

□G Confidentiality of information 15%   

□H Personalized service 4%  

□I others 3%  

 

 


