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Abstract: This paper stands under the background of the current domestic economic 

environment, combined with the development process of third-party logistics 

enterprises. It is proposed that in the VUCA era, the third-party logistics enterprises 

should help enterprises obtain sufficient cash flow through cost management and 

establish a new business model to get a competitive advantage in the current market 

differentiation pattern. Or, when the enterprise is strong enough, it can choose to 

achieve a competitive advantage through horizontal integration. And through two 

cases to verify the point of view. Finally, a new business model - transaction system 

based on the management of third-party logistics enterprises is proposed. 
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1. Macroeconomic situation and Industry Development 

1.1 Macro situation 

The rise and fall of the logistics industry are closely related to the prosperity of the 

real economy. Therefore, it is necessary to understand the current and short-term 

macroeconomic situation before analyzing the industry. In recent years, China's 

economic crisis has experienced such macro events as Sino US trade friction, novel 

coronavirus, Russia Ukraine conflict, etc. in turn, some international enterprises are 

constrained in R & D, production, sales, and other links, and finally have to improve 

the status of internal circulation [1-5]. Focusing on epidemic prevention and isolation, 

the production capacity is less than expected. The costs are rising, which seriously 

squeezes the profits of enterprises, and the price growth of bulk commodities is 

affected by the war [6]. At present, the anti-globalization pattern of the world 

economy is highly rampant in some countries, and populism is prevalent. Stimulated 

by the above events and these countries, the pattern of ideological confrontation, 
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geopolitics, and the new Cold War confrontation has returned to the contemporary 

era [7-9]. Affected by politics, the "invisible hand" of the market will be challenging to 

allocate resources efficiently. The macroeconomy has entered the VUCA (volatile, 

uncertain, complex, and ambiguous) era. China is a large low-end manufacturing 

country, and its industry nature determines that it is at the bottom of the "smile curve." 

Today's low-end manufacturing industry will be further affected by the trend of 

bankruptcy. These manufacturing companies are important business partners of third-

party logistics enterprises in the supply chain. If these enterprises can't survive, they 

will encounter risks further transmitted to logistics enterprises [10]. 

1.2 Development of the third party logistics industry 

The logistics industry has shown a rapid growth trend with the growth of China's GDP 

in recent years. The industry is also facing the needs of China's economy and further 

expanding its market segments. However, the apparent problem in the industry is that 

the business homogenization between different enterprises is evident in any market 

segment. In such a completely competitive market, the third-party logistics industry 

presents a situation of "large but not strong". Compared with European and American 

countries, the cost of the logistics industry in China accounts for about 15% of GDP, 

while that in the United States is only 8% - 10%. Only five of the world's top 100 

third-party logistics companies in China (COSCO, China Post, Hong Kong Orient 

Overseas, Sinotrans, Taiwan Yangming shipping) are far weaker than the United 

Kingdom, the United States, and Japan. In China, due to the fierce competition, the 

profit margin of third-party logistics enterprises is generally low. After being stimulated 

by the expectation of the above economic forms, deep-seated enterprise mergers may 

be carried out. The characteristics of merging other enterprises are good cash flow, 

proper cost control, and profit margin exceeding the industry average. The enterprise 

that has achieved horizontal integration in the subdivided fields will optimize the 

competition pattern in the industry. 

Based on the above contents, this paper believes that there are two ways for third-

party logistics enterprises to survive in the fierce industry competition in the VUCA era: 

1 Enterprise control their competitive enterprises using concurrent purchases and give 

full play to the role of social division theory in the enterprise's market segmentation, 

to maximize the benefits of upstream and downstream enterprise cooperation. 2. 

Establish new businesses that adapt to the current background by making rational use 

of the core competence of the logistics enterprise to obtain sufficient cash flow. Finally, 

it will stand out in the industry competition. 
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2. Relevant cases 

2.1 JD logistics acquires Deppom 

On March 11, 2022, Suqian Jingdong Zhuofeng Enterprise Management Co., Ltd., 

controlled by the Jingdong group, became the indirect controlling shareholder of 

Debang shares. Deppom express is a company mainly engaged in the freight business 

since 1996. With an annual income of nearly 2.6 billion yuan, it became the leading 

freight enterprise at that time in 2010. The net profit of domestic express enterprises 

has plummeted, but the original upsurge of internalization of logistics enterprises. At 

this time, Deppom chose the wrong differentiation route now - focusing on the large 

express market. At that time, its competitors decided to consolidate the main business 

of express transportation further and expand the express market at the same time. In 

the long run, Deppom Express has not established a differentiated impression of "bulky 

and bulky" among ordinary consumers. In the entirely competitive market of express, 

the brand itself will not fundamentally affect the choice of consumers, and the 

fundamental competitive advantage of the express transportation industry is the 

reduction of market quotation and other similar enterprises based on cost control. To 

achieve the purpose of cost control, one of the most important means is scale. 

Obviously, due to the wrong resource allocation in the express industry, its 

competitiveness in this industry is not strong. This series of wrong differentiated 

layouts makes Deppom, the original leading enterprise, lose its core ability to control 

the cost source in the actual market scale of express transportation. The same is true. 

In the financial report disclosed in 2021, its profit is expected to decrease by 67% - 

87%. 

The academic definition of core competence is a scarce, difficult to imitate, valuable, 

and extensible organization's ability. In the long run, the core competence combination 

and value creation system owned by the company play a decisive role in the 

enterprise's competitive advantage. 2; logistics express enterprises' most critical core 

competence is market scale, which applies to third-party logistics enterprises. 

Therefore, improving the overall market scale after cooperation through the holding 

mode for JD logistics will significantly enhance its core competitiveness and avoid an 

inefficient and disorderly price war. Various enterprises in the market also have similar 

ideas. In the first half of last year, SF acquired the equity of Kerry Logistics; in the 

second half of last year, Jitu express acquired Baishi group and established China 

Logistics Co., Ltd., a central enterprise. These actions indicate that the third-party 

logistics companies will gradually change from the previous pattern of blooming 

everywhere to solid centralization. Finally, more mergers will appear in the long-term 

evolution so as to fundamentally solve the problem of "large but not strong" in China's 

third-party logistics industry 
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The Enlightenment of this case to the current small, medium-sized, and micro third-

party logistics enterprises is that the company must focus on its own business with 

core competence in their subdivided industries. The fundamental management goal is 

to continuously reduce costs, which is conducive to an advantageous position in the 

market towards a centralized pattern. 

2.2 Logistics finance of China reserve 

The logistics finance business of China Reserve Co., Ltd. was first implemented in the 

1990s. Logistics finance business refers to effectively organizing and regulating the 

movement of monetary funds in logistics through the application and development of 

various financial products in the operation process of the logistics industry. Its main 

business models include customer settlement, financing warehouse business, credit 

financing, and sea and land warehouse business. The company accounted for 9% of 

the revenue as of 2011 but contributed a more than 47.5% profit margin. At present, 

this business has become a significant profit source for international logistics giants, 

Therefore, in this case, for China's third-party logistics enterprises, the current 

business model that can actively expand the scope of capabilities and better ensure 

their core competitiveness will be able to improve profit channels and obtain sufficient 

cash flow. It provides that the expanded business will not squeeze the implementation 

of its main competitive business and can achieve a long-term competitive advantage. 

 

3. Future prospects and assumptions 

3.1 Opportunities in crisis 

According to the theory of social division of labor, the significance of the existence of 

third-party logistics enterprises lies in establishing a benign partnership with 

manufacturing enterprises. By realizing specialization, we can form advantages in 

management, supplemented by a substantial market scale. Then the cost of third-

party logistics can be lower than that of manufacturing enterprises. One of the main 

reasons enterprises chooses service outsourcing is paying attention to the price. 

In the current international economy, large-scale production-oriented enterprises are 

subject to the aforementioned influence, and there will be large-scale bankruptcy risk. 

Reducing unnecessary businesses that do not meet the core competitiveness will be 

regarded as a burden on the capital chain, either abandoned or outsourced. Logistics 

is not necessary but inevitable for any enterprise. Therefore, many manufacturing 

enterprises will choose to outsource logistics business, which will be faster than before 

2019. Consequently, it will be an excellent opportunity for third-party logistics 

enterprises, but the dividends of this process will give more powerful enterprises in 

the subdivided industry. 
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3.2 New business concept of third-party logistics enterprises based on the current 

economic environment 

In the VUCA era, subject to tight cash flow, there will be more uncertainties and risks 

in the trading between enterprises than in the past, including but not limited to the 

fraud of sales contracts and the risk of bad debts of trading partners, failure to perform 

on schedule. And enterprises often cannot deal with the above threats. The existing 

transaction modes generally include installment payment based on the progress of 

contract performance, advance payment or advance receipt system, one-hand 

payment, and one-hand delivery system. However, in this context, the above trading 

systems have more or fewer risks to specific trading parties. Therefore, there is an 

urgent need for a new and perfect trading system to meet this market pain point. This 

business is different from the previous outsourcing motivation and will focus more on 

how to eliminate uncertainty and risk. 

Table 1 Risk comparison 

 Risk of partial payment 

Risk of advance 

payment 

 

Risk of 

transaction in 

cash 

Comparison of 

transaction system 

with the participation 

of third party logistics 

Buyer 

The deposit belongs to 

liabilities. When the 

seller goes bankrupt, 

the liquidation 

procedure belongs to 

the last category of 

liabilities, and it is 

often impossible to 

obtain full 

compensation in 

practice. 

Advance 

payment may 

eventually 

become bad 

debt and 

occupy the 

current cash 

flow of the 

enterprise. 

Affected by 

price changes, 

the seller may 

eventually 

refuse to 

perform. 

After the payment for 

goods is transferred to 

the third-party logistics 

enterprise in advance, 

it is safer because it is 

transferred only after 

the delivery of 

products. Neither party 

can breach the 

contract. Even fraud 

can at least ensure the 

safety of funds. 

Seller 

When the buyer only 

pays the deposit, but 

the subsequent 

payment is defaulted 

or delayed. 

In reality, the 

advance 

payment is 

generally not 

the whole 

payment. After 

crowding out 

the other 

party's cash 

flow, it will lead 

Affected by 

price changes, 

the buyer may 

refuse to 

conclude the 

transaction, 

and ultimately 

only the seller 

can bear the 

As the payment for 

goods is transferred to 

the third-party logistics 

enterprise when the 

business is generated, 

even if the buyer 

defaults or swindles, 

he can at least get the 

compensation of this 

part of the funds. 
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to bankruptcy 

and eventually 

make the 

business 

impossible to 

complete. 

production 

cost. 

To avoid the risks and uncertainties of the buyer and the seller, aiming at this pain 

point, the third-party logistics enterprise can be encouraged to carry out a new 

business; that is, after the negotiation between the buyer and the seller, the buyer 

will transfer the payment to the third-party logistics enterprise for customs declaration, 

and the logistics enterprise shall not transfer the amount. After the seller completes 

the production of products, the goods shall be handed over to the third-party logistics 

enterprise for quantity, quality, and packaging acceptance, and the goods shall be 

sent only when all standards meet the provisions of the buyer and the payment for 

goods shall be transferred to the seller. Under this transaction mode, the buyer is 

obliged to provide the third-party logistics enterprise with an excellent and clear 

inspection standard determined through negotiation with the seller, transfer the 

payment to the third-party logistics enterprise before reaching the latest payment date 

specified in the contract, and notify the seller to produce the corresponding batch of 

goods at the same time. The seller must provide products that meet the inspection 

standards, and the production cost must be paid in advance. Advance collection 

production is not allowed. The third-party logistics enterprise must confirm that it has 

received the buyer's payment for goods and ensure that no one can transfer and use 

the funds before the goods are delivered to the buyer according to the standard, 

accept the goods as required, and transfer the advance payment to the seller as 

liquidated damages in case the buyer breaches contract. The part more minor than 

the liquidated damages is obliged to receive it with the seller. 

 

Figure 1 Business diagram 

 

4. Conclusion 

The main reason why this kind of business was not widely popular before the 

popularity of third-party logistics is that it is difficult to achieve a large-scale quality 
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evaluation of this business, which can not form a cost advantage. Nonspecialization 

will also affect its business operation efficiency. Nowadays, third-party logistics 

enterprises have the most contact with goods and have the cost of large-scale 

acceptance and professional management advantages, which is the most essential 

core competitiveness compared with other nonlogistics institutions. The revenue-

generating logic of the business is to provide the buyer and the seller to control the 

risk of the transaction to ensure the interests of all participating subjects. The revenue 

characteristics of this business are consistent with logistics finance. Although the 

business revenue accounts for a small proportion, the net profit margin of a single 

business is very high. Suppose the third-party logistics enterprise can form a large-

scale business and take credit as the core competitiveness of long-term business. In 

that case, it can obtain sufficient cash flow through the business. 
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