
Supply chain
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→ designed in California

→ Components from different 

countries

→ Assembled in China 

→ Made by a Taiwanese 

company

→ Sold all over the world
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STMicro
electronics in 
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Fonte: http://econlife.com/2014/09/globalization-of-the-iphone-6-supply-chain/



Iphone added value

Retail
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Distribution
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Source: adapted from OECD (2011) "Global Value Chains: Preliminary Evidence and Policy Issues
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Consumer price in the US





Supply chain models



Representative offices

Dazen Shira



Limited liability company

Dazen Shira



Limited liability company

Dazen Shira



Negotiating in China

Old but still good













To Buy in China: suppliers

• (Buy in China? – buy directly in China)

• Large Soe and private firms

• Small private firms

• MNC local sales and production networks 

• Different level of qualities (and minimum quantities)  

• (Buy for Chinese operation of for the entire group?)



supplier

• You may not be an interesting client: your order can be too small, you can 
ask quality they cannot deliver at the cost you want.

• Don’t think you can have the same relations even if you work with 
subsidiaries of the same multinational company you work in your domestic
market. 

• Suppliers change very fast

What to do

• Adapt supplier selection to your operation in the country coordinated with the 
rest of the group.

• Keep back up. (probably you need to buy from more than one supplier even
when one would be enough and more cost effective)

• Quality control is important also to check supplier development.

• Quality control are an extra cost but cost less than in Europe. Can be very
useful



➢Quantitative dimension of the supply

➢ Labor cost (less and less)

➢ Qualified workers / technicians / managers

➢Accessibility of the supplying sources and good 
infrastructures

➢ Favorable business environment (special industrial park)

China: some advantages

The most famous case: China,  the world’s factory



➢ Quality check controls

➢ Lead time monitoring

➢ Suppliers qualification

➢ Fiscal and Custom rules  

➢ New suppliers scouting

➢ Communication and Cultural Diversities

China: some critical activities

The most famous case: China,  the world’s
factory



Factories





CHINA: KNITTING DEPARTMENT



CHINA: TECNOLOGICAL ADVANCED FACTORY



➢ Focalize on some specific item

➢ Visit at local Trade show: focalized meeting

➢ Visit and qualification of supplier: vendor list

➢ Prices offer comparison

➢ Sampling order and standard quality levels

➢ Supplying contracts

➢ Quality check controls

➢ Deliveries

Don’t forget to  heavily involve your domestic organization in 
the process

Sourcing Process:

Sourcing Strategies





swot / china supply chain 

Strenghts:

1) Number of suppliers 
2) Competitive advantage; 
slogan: -40% china vs europe/usa
3) logistic structures for 
supporting the local purchasing 
policies

Weaknesses:

1) Quality level of the purchases

2) Level of service (deliveries on time)

3) total cost ownership: slogan: even if the

purchases prices are lower then in Europe, 

what is the final supply chain costs?

Opportunities:

1) operate on the supplying market could be a fast 
way to learn about the final market structure and 
demand 

2) The reduction costs advantage can support a 
more high potential of final sells and/or high profit 
margins

3) The right supply chain worldwide network can be 
a good way to save the industrial structures also in 
the origin western country. (for ex. Buy components 
in China and assembly them in Europe)

Threats:

1) know how protection
2) time to market vs worldwide supply 
chain: if the the time to market is fast (on 
the basis of final demand requests) the 
management of worldwide supply chain is 
too hard to get ( higl level of stock)
3) low knoledge of country system and 
the local laws.



Sourcing vs Manufacturing

– Are unable to match local cost 
structure and quality

– Find that suppliers allow greater 

responsiveness to market changes 

than 
in-house manufacture

– Seek fast access to market and 
suppliers are readily available

– Need to dedicate scarce production 

resources elsewhere and reduce 
management complexity

•Choose sourcing 

when you..

– Need to protect proprietary technology

– Can achieve superior cost structure, 

and command premium for the 
difference in quality

– Feel it is critical to  control the 
distribution  of end products

– Believe outsourcing will not create a 
formidable competitor longer term

•Choose manufacturing 

de-localization when you…

Fonte: Mckinsey



Things change fast also for supply chains

• Changes in volumes affect your SC

• Changes in costs affects your SC

• Change in your final markets may change your SC

• Where you produce affects your SC

















Nearshoring in the US

















Calculating TCO (Total cost of Ownership) 
in an Offshoring Scenario 



What Has Changed?

• Rising wages in formerly low cost regions

• }China labor rates climbed 5X from 2000 a 500% increase

• }Wages are expected to grow 10% each year

• Flat or decreasing wages in the US (now increasing)

• Increasing fuel costs (till 2014 now decreasing but with 
ambiguous effects)

• }Oil prices have tripled since 2000 BUT NOW VERY LOW

• }Cheaper Natural Gas in the US - 4X higher in China

• Productivity boom in the US

• }Plant enhancements with increasingly automated technology

• }More efficient manufacturing practices

• }Union concessions on wages

• Changing consumer behaviors

• }Customers don’t want to wait for customized products









remember
Supply Chain is often crucial for profitability (for many firms it is more 
than 60% of total costs – transport and logistic cost goes from 3% to 
5% of total revenues, cost of inventories can be around 10% of total
revenues)

In an economic downturn SC management is even more important: 

• How financially stable are your suppliers? 

• Who holds the balance of power? 

• Could their exposure to you cause their own distress? 

• Could their credit insurance be pulled leaving them no choice but
to curtail or even cease supply

• How lower volumes affects your and SC costs?





Willingness-to-pay

Supplier cost

Price

Cost

$

Value received 

by customer

Value received 

by business

Value received 

by supplier

What does it mean produce or buy in China to sell in Italy?

59

after? before



Are we sure?

Focus on production costs

• I pay less products and components (less and less true)

• We have to ship them back to Italy

• I will have higher transport costs

• I need a higher level of Stocks  

• Bullwip / planning

• Quality and quality control



Are we sure?

How does producing in China change my product?

• Can I maintain the same quality?

• How is perceived my product if it is made in China?



China VS India Vs Vietnam

A comparative cost analysis:

Salary, Welfare and Factory Rental  



Dongguan  300 workers – Monthly overheads   



Ho Chi Minh, 300 Workers – monthly overheads



Average wages Rs 3600 per month * 300= Rs 1,080,000 (US$ 
23,400)

Mandatory Welfare costs Rs 864 (24% of wages) *300 = Rs
259,200 (US$ 5,640)

Factory Rental 5000 SQM Rs 250,000 (US$ 5,416)

Mean Monthly Overheads 

Salary and Welfare US$ 29,040

Salary Welfare and rent US$ 34,456

Annualized US$ 413,472

Chennay 300 Workers Monthly Overheads



Dongguan US$ 2,585,244

Ho Chi Minh  US$ 650,400

Chennai US$ 413,472

300 workers Factory yearly expenses
for salary, welfare and factory rental 



Manage EU China firm connections

• Make sure the Chinese entity knows the group business strategy

• If you work in china you have to spend time in explaining China and 
your needs. 

• Top managers needs to go at least on a yearly base to China to 
understand a bit more the country to increase Guangxi and to show the 
company is very focused on China.

• When you have bilateral meetings remember the two delegations have
to at the same level.

• If China is strategic also the EU and US operations needs to change. 

• you have to build trust


