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There are common misconceptions about sourcing product from China and 

potential problems that may arise. 

The common view is that product sourced from China is much cheaper than that 

manufactured locally because of the cheap labour rates in China. Another 

prevailing view is that the quality of Chinese product is generally inferior to anything 

manufactured in Australia or other Western countries. While low cost labour can in 

part explain why Chinese products are generally cheaper, it is not the whole story. 

The economies of scale generate by much higher volumes and a significantly lower 

overall operating cost environment are at least equal contributors to the Chinese 

competitive advantage. And, as with any other source of supply, quality is linked to 

how much you are prepared to pay. If you are looking for absolute bottom-end 

product coming out of relatively primitive, dirt-floor factories, you can find it. 

Whereas, if you are looking for top quality product, you can find that too, albeit at a 

higher price. 

There are many examples across a range of industries where Australian companies 

have brought in product from China only to quickly become disillusioned with the 

quality of the product and the supply performance of their vendor. In many, or 

probably most of these cases, it is the buyer who is more responsible for this outcome 

than the seller. Experience has repeatedly proven that going to China, or any other 

supply source for a “cheap” price alone is a short-term option. What is all too often 

not appreciated is that sustainable and profitable business is built on strong 

relationships. An email with a purchase order attached does not in any way form the 

basis of a relationship. This is especially important in China where business is built on 

personal relationships developed over a period of time and a number of 

transactions; and these relationships are expected to last a long time. If no person-

to-person relationship is established, there is little chance of coming to a favourable 

outcome when an issue arises. 

If getting the cheapest product is the sole reason for importing from China (or 

anywhere else for that matter) chances are you will end up as one of those 

companies that will go through the cycle, waste a lot of money, and end up 

frustrated and back where you started.  

Supply decisions involve more than just the lowest cost and are a key part of the 

overall strategy for your business. Before choosing any supplier, the first question you 

should ask is: Can we develop a relationship with this supplier? You also need to 

define exactly what it is that you want to achieve and set standards and measures 

(key performance indicators if you will) that will tell you if you have been successful. 

Amongst other things, you should obtain the answers to these questions. 



• Are you dealing directly with the OEM/manufacturer or are you dealing with 

a trading house (which is very common in China) that is sourcing to their 

advantage rather than yours? 

• Is there a specification for the product with an understanding of critical and 

non-critical characteristics that is fully understood? That should include 

packaging for transport. 

• Does the supplier have the capacity to meet your needs on an ongoing 

basis? And how about their potential to meet increased demand? 

• Where they are physically located? You will need to visit them so proximity to 

an airport, railway, or highway is important. 

• What is their communication like? Can you communicate directly with 

technical and production staff, or only with the sales person? 

• You need to understand and work with the cultural and commercial 

differences; these dictate how business is carried out. 

• Clearly identify and verify the legal and logistics of working with Chinese 

suppliers, these are not difficult, but if the right processes aren’t followed they 

can go very wrong very quickly. 

You will be able to find suppliers in China who can meet all your criteria and, more 

than likely, still deliver a price advantage for you. The point is, there are very good 

Chinese suppliers who have the capability and desire to form successful, long-term 

relationships just as you enjoy with suppliers at home. And the notion that all Chinese 

products are rubbish is rubbish. Many suppliers of sophisticated, advanced 

manufacturing equipment from Europe and Japan have full order books trying to 

satisfy the demand from China. Equally, many Chinese manufactures supply mainly 

to high end markets in Europe and the US. 

Approach your decisions about supply from China as strategically as you would any 

other aspect of your business. Have a clear understanding of what you are trying to 

achieve and take time to develop sustainable relationships with companies who will 

form part of a sustainable supply chain. If you are just looking for cheap, you are 

likely to finish up disappointed. 

Price is what you pay. Value is what you get. 

 Warren Buffett  

 


