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Negotiate Your China Agreement

Lindy Chen is the Managing Director of ChinaDirect Sourcing Services and is a 2010 Finalist
. - 4 as just toured the country
together with Women in Focus for the sold out “Doing Business in China” workshops.

for the Commonwealth Ban

How do | know if impacting is for me?
If you are looking bo reduce costs in your
business for manufacturing various products,
buying raw neateriale, panchasing standard
equipment and supplies for your business, or
even baving promotional merchandise, Ching's
o st of manufsetaring might be a solution
for you. Howerever befone making a decision on
whether 1o import directly vou peed to establish
whether it is feasible 10 scurce directhy from
China. This means you need todetermine if the
patential cost savisgs are high enowgh. To be
feasihle, the cost savings need toexoced other
costs that vou may need to pay, soch as freight,
austoens, duties and foes bo @ sourcing company,

O what eriteria should T he sclecting
n suppller? Your success with importing
will be highly dependent on the quality and
reliahility of vour supplier, &5 well as the
relationship you form with them. You should
find ai least ien supplicrs that you sssess
agzinst a st of qualilative and quantitative
crileria, and shortlist the top three to provide
vou with samples to select from.

There are ten minimum eriteria that vou
should assess supplicrs against — their quality
and workmanship, price, service, credibility,
track recond, capability, capacity, the person
managing the project, their bonesty, and
their image. Fart of your assessnsent might
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| imclude a visit to selected Esctories to meet the

manager and see for yourself the quality of

| their factory, and whether you think you could
| work well with them.

| What should [ include in my purchase
| onder? Onoce you have selected o supplier it's

best for vou to draft the punchase order, and
provide copies to your supplier in both English
aind Chinese. 1t ondy needs o be two to theee
pages bang and minimises your risks in the

project. As s0on as the parchase onder ks signed, |

a depesit i usually paid to the supplicr 2nd
prodisction begins. Your purchase order should
cantain details on quality contrel procedures,

| berms of payment, moulds ownership,

packaging requirements, penalties for quality
Issues and delivery delays. You will also have

adiditanal chanses specific bo your project.

| How do | negotiate a better price?
| MNegotiating price is always challenging,

especially when you are up against the nanaral

| megotiation skills of Chinese business peaple.

The key to negotiating price is to understand
what is driving the costs and peofit for the
supplier. Here's on example to illustrate how
you might negotinte.

Let's say you previously placed an order for
t-shirts from your Chinese supplier and pald

| %5 per t-shirt. However when you place the

sevomd onder the supplier tells vou that the
price of their raw materials has increased 30%
and the new price they are affering to supply
at is $6.5 per t-shin

Before offering a new price ask the supplier
to give you a breakdown of the full price they
are charging, I for cxampli, the cost of ruw
mesterials makes up 30% of the total price,
the impact on tolal price inerease is only 9%,
and the highest price vou should pay is $5.45.
Initially vou can ask vour supplier bo share the
burden of the increase with veu, so you ean
stlar with an offer of $5.30.

‘This negotiation is based on reason and
logie and creates 3 win-win sifuation!
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Women in Focus proudly sponsors the Telstra Business Women's
Awards. Mominations are now cpen across Australia for the 2011 awands,

Mominate yourself or a woman that inspires you today at
telstrabusinesswomensawards.com/nominate
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