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Statement: Change

“It is not the strongest of the species 
that survive, nor the most 

intelligent, but the most responsive 
to change”
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to change”

Darwin
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Which countries can compete
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From Export oriented to Consumer Led economy 

Middle Class upto 250 Million person

Salary Increase Averag 10%

Enrollment of Health Care System
Strong economy 

Growth rate of 8,7%

Foreign Exchange reserve 2.5 Trillion USD (26.6% World)

China Today 
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Foreign Exchange reserve 2.5 Trillion USD (26.6% World)

Technology focus 

Eg High Speed train

Reverse engineering in Car industry

Global Competitive Position

54 of 500 Fortune 500 Companies are China

Compared to US (137) and Japan (71)



Next 5 Year Plan 2011-2015
Issued on March 14th, 2011
Focus on: 
�Rising inequality 
�More sustainable growth by prioritizing more 
equitable wealth distribution

� Increased domestic consumption 

12th Five Year Plan 2011-2015
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� Increased domestic consumption 
� Improved social infrastructure 

GOAL:

Rebalance Chinese economy 

From investment toward consumption

Shift coastal growth toward inland development. 



12th Five Year Plan 
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Hence the Opportunities
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Rich & Young Market 
Consumer Goods 

9



Infrastructure

10



China Go green…?

11

China’s Carbon emission reduction plan

Forest coverage increasing 12% to 18%

30 Gigawatts of windpower by 2020 

Making energy conservation financial attractive
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HOWEVER… there are many barrieres and pitfalls on way:

Cheaper Labor Higher inventory 
Cheaper capital Transport prices

LCCS Pitfalls
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Cheaper capital Transport prices
Lower material costs Transaction costs

Cultural and language barrieres
Currency Exchange risks

Political risks



LCCS Strategy
Risk Comparison

CHINA UNITED STATES

1

2

3
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Minimum wages targeted to increase 
13% / yr over 2011-2015
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China 10-20 less expensive than West
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Tips & Tricks: Identify good supplier        
1/10

1.  80% 1.  80% 1.  80% 1.  80% ---- 20% Rule20% Rule20% Rule20% Rule
Machines Cutting WIP Inspection

80%
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Machines Cutting WIP Inspection
20%



Tips & Tricks : Who am I dealing with        
2/10

Visit your supplier regulary and unannounced

Showroom factories

Products are subcontracted - not produced in this production

Check during production

Case: Truss supplier 

Supplier A Supplier B

2.  Know your supplier2.  Know your supplier2.  Know your supplier2.  Know your supplier
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Supplier A Supplier B



Tips & Tricks: Management at factory        
3/10

3.  Check management support at factory 3.  Check management support at factory 3.  Check management support at factory 3.  Check management support at factory 
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Tips & Tricks: Quality Control        
4/10

Case:  Quality Control should be done at factory

QC at factory before shipment

Strict and close follwo up necessary

Train overseas employees according to Western standaards

Quality Plan per product

Points for attention: 

4.  Quality Control BEFORE goods are shipped4.  Quality Control BEFORE goods are shipped4.  Quality Control BEFORE goods are shipped4.  Quality Control BEFORE goods are shipped
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Points for attention: 
Tolerances indicated on drawing

Material norms eg SS304

Pallets 

Packaging

“You get what you INSPECT, not what you EXPECT”



Tips & Tricks : Intercultural competences  
5/10

In- or external their intercultural compentences

Get knowledge in your company in order to take a quick start

PROBLEMS OPINION

5.  Professional 5.  Professional 5.  Professional 5.  Professional purchaserpurchaserpurchaserpurchaser shouldshouldshouldshould have have have have interculturalinterculturalinterculturalintercultural compentencescompentencescompentencescompentences
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Function, Form, Fit

Material or service Specification

Method of Manufacturing

Quality Assurance Requirements

Process Inspections Requirements

Product Tests Requirements

Business Volume

Annual Production Rate

Capacity Reservations

Delivery Terms

Logistic Specification

Quality Specification

Technical Specification

Tips & Tricks : Specifications        
6/10

6.  6.  6.  6.  GoodGoodGoodGood SpecificationSpecificationSpecificationSpecification are are are are keykeykeykey to to to to successsuccesssuccesssuccess
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Delivery Terms

Delivery size – Production batches

Business Structure Management and Interfaces

Supplier Responsibilities Product Support and Services

Statement of Work

Terms and Conditions

Cost structure

Price

Cost Breakdown

Cost Reductions

Commercial Specification

The Price

+
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Tips & Tricks : Specifications        
6/10
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Tips & Tricks: Intellectual Property Rights  
7/10

In “Goldrush” many companies loose their common sense
Worlwide patent not valid in China 
Seperate registration necesary in Beijing
Legal action?
Strategic action

Screening of products to be sold or sourced in China! 

7.  Protect your IPR  7.  Protect your IPR  7.  Protect your IPR  7.  Protect your IPR  
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Screening of products to be sold or sourced in China! 
E.g. Medicines after patent stopped, products at end of life cycle
Sourcing of goods but key component outside China
Assembly of products in Europe 
Sales Office and sourcing office at 2 locations

Operational actions
Screening of staff
HR contract



8.  Check import 8.  Check import 8.  Check import 8.  Check import dutiesdutiesdutiesduties

Tips & Tricks: Import duties 
8/10
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Duty rates for different metal parts vary from 0% to 6%. 

Total Cost of Ownership vs Cost Price difference = 6%.

Duty rates for different metal parts vary from 0% to 6%. 

Total Cost of Ownership vs Cost Price difference = 6%.



8527 2120 00

14%

9103 1000 00

4,7%

Case: Radio vs Radio 
TCO & Import Duties
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Tips & Tricks: Payment        
9/10

Payment conditions

L/C 
L/C = Guarantee for supplier for payment against 

documents

L/C # Guarantee for supplier for payment against 

products

9.  No 9.  No 9.  No 9.  No HoneyHoneyHoneyHoney, No Money , No Money , No Money , No Money 
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products

L/C # Quality Guarantee

L/C can be a quality guarantee

30% deposit – 70% against copy of B/L 

Company quick scan
Eg. Check bank account



Tips & Tricks: Check, Check, Check 
10/10

Forget your standard  framework 
“ I did not know”  
“ This is standaard in Europe” 
“ I thought that..” 
“ We produce accoridng to ENXXX norm

Case: Pallets

10 Everything is possible... but not easy10 Everything is possible... but not easy10 Everything is possible... but not easy10 Everything is possible... but not easy
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Case: Pallets

Case: CE certificate

Case: Labels

FOLLOW UP,  FOLLOW UP,  FOLLOW UP,
CHECK,  CHECK,  CHECK !!!



10 Tips & Tricks  for sourcing in China

1. 80-20% 

2. Showroom factory

3. Management at factory

4. Quality Control

5. Intercultural compentences
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5. Intercultural compentences

6. Good Specifications

7. IPR

8. Check Import duties

9. No Honey, No Money 

10.Check, Check, Check... 
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Which countries can compete
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LCCS Ranking… China Potential
Biggest Challengers 
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LCCS: Country overview

China is taking the lead for LCCSChina is taking the lead for LCCSChina is taking the lead for LCCSChina is taking the lead for LCCS
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China 
Low Risk 

Medium Risk 

Product Access 
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LCCS: Country Overview

Rising stars are India and VietnamRising stars are India and VietnamRising stars are India and VietnamRising stars are India and Vietnam
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Source: Masai Analysis – Nov 2005
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  Tunisia 



Comparison China vs India

How Long does it Take..? Chinese labor is in general less expensive 

Labor      China 1.5   

(‘000 $) India 1.8 

0 20 40 60 80 100

Apply for license

Register Property

Start up Business

Days

35

Chinese Export is almost 10x more 
than Indian export

Export     China      
974

(billion $)            India 112   

Export growth

Export* China 13.9%   

Growth        India 11.7% 

(%)

* (CAGR 2005-2010)

India China



India and China have similar DNA 
but India is lagging behind 10 years

China India
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Economic Reform started in 1978

Hugh market

FDI in China is 8 x more than in India

Chinese boom started around 15-20 
yrs after reforms

Economic Reform started only in 1991

India in a favorable position towards 
near future

Population will overtake China by 2050*  

Profile similar to China 10 years ago
* Based on Purchase Power Parity

It is not a choice between China and India, but engage in both markets

and keep a close eye on China- India trade
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The Future of China 2020 
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Salary in China 
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Emerge of Mega Corridors
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Engineering and Science graduates 
1.6 Million per Year 
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Research Centers 
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Global Sourcing 
Identification – Realisation – Embedding
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Bron: Antwerp Mgt School ; 2010



China from Low Cost 
to Smart Cost 

Consolidation happened at low cost

… transition to higher value Products 

Recent pressure on pure low-cost business model:

Increasing labor costs and more rigid labor conditions

RMB appreciation vs. USD

Increased awareness and suspicion regarding quality problems
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Increased awareness and suspicion regarding quality problems

Government industrial policy favoring added value products

Successful Chinese companies adopt new strategies:

From “low cost as a competitive advantage” . . .

... to “low cost as a way to develop competitive advantages”



China is smart sustainable 
cost efficient

1. Incredible Momentum in China

Hungry for Growth and business 

Speed & Commitment

2. Cost efficient 

Direct labor is cheaper 

Parts and subassemblies cheaper

Tooling, machines and utilities are cheaper 
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Tooling, machines and utilities are cheaper 

3. Sustainable Costs effective 

600 Million of people in countryside in working pool 

Most graduates in the world 

Many overseas Chinese students 250,000 / year 

4. Smart cost efficient 

Lower R&D costs allow easier OEM and ODM products 

Many R&D center in large cities 



Running with Gazelles
Eating with Lions

Every morning a gazelle wakes up and knows 

that it will have to outrun the fastest lion 
or it will be killed.

And, every morning a lion wakes up and knows that it will have to 
outrun the slowest gazelle or it will starve to death.
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outrun the slowest gazelle or it will starve to death.

It doesn't matter if you are the lion or the gazelle, you better be 
running.

Thomas Friedman – The World is Flat



Sources

� NASA

� Exolus 

� UNCTAP

� National Science Board

� China Bureau of Statistics

� European Centre for Research in Purchasing & Supply

� American Chamber of Commerce
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� American Chamber of Commerce

� Supply Management Institute

� European Business School

� US Department of Labor

� Gemini China Report 

� Future Purchasing

� Caps Research

� AMR Research



PROGRESSIO China

PIC: Gert Gijbels

Floor 1, Paris Fashion Bld.
No. 500 south Xiangyang Road

Contact
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No. 500 south Xiangyang Road
Shanghai, 20031 China 

Mobil Europe: +32 486 502 202 

gert.gijbels@progressio.be


