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	OBJET DE LA REUNION: 

3ième reunion du Groupe X-Achats organisée par François RENARD

THEME DE LA REUNION : ACHATS EN LOW COST COUNTRY
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	Lieu : RFF + Shanghai 

	
	Date : 19/05/2010  

Durée : 8h00-10h00

	PARTICIPANTS :
	Rédacteur: Jacques BONNET

Date de rédaction : 19/05/2010

	Prénom NOM 
	SOCIETE
	VISA
	PJ : voir les présentations faites

	Laurent BENISTY

Renaud BLECH

Jacques BONNET

Victor COMBAL-WEISS

Didier CORDERO

Frédéric DE MANEVILLE

Gilles DROUARD

Clément HOMOLLE

David KHUAT-DUY

Nicolas LEONETTI

Olivier LEVY

Shengyun LU

François MEYER

Philippe PESIN

Alexandre RAMAT

François RENARD

Michel REYNAUD

Pierre-Yves SHECHTER

André SCHWOB

Guillaume VIRAG
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EDF
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NEXANS

SYRIUSPARTNERS

IVALUA

BUREAU VERITAS

DRAGON SOURCING

PSA

RESEAU FERRE DE FRANCE 

DCNS

SOURCINGCONSULT

Retraité

SCHNEIDER ELECTRIC

ERSNT & YOUNG

PROJET ALBA
	Ext

Ext


	DIFFUSION: tous les membres du groupe X-Achats + O. Wajnsztok

	
	
	
	Ref doc de suivi des actions : 

N/A

     

	PROCHAINES REUNIONS

	DATES :
	28/06/2010
	HEURE :
	18h30 - 20h30
	LIEUX :
	Maison des X
	SALLE :
	TBD

	N°
	POINTS ABORDES ET/OU ACTIONS DECIDEES
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	Introduction (par François Renard) 

Merci à François Meyer et à RFF pour leur accueil 

Information générale sur le Groupe X-Achats

· Plus de 60 membres dont ~20 présents ce jour  

· L’ouverture des réunions du groupe à des personnes non X est effective sous réserve d’accord préalable (limité à 5)

· Thème de la prochaine réunion du groupe X-Achats : Systèmes d’informations Achats le 28 Juin

Revue de l’agenda de la matinée 

Tour de table des participants du jour
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	10 erreurs pour rater un sourcing en LCC (par Clément Homolle) Voir les planches préparées et montrées par Clément Homolle

Quelques infos supplémentaires ou redondantes par rapport aux planches présentées:

· La présentation est une anthologie des erreurs les plus communes dont SyriusPartners a été le témoin et traitée avec dérision: le but étant d’apprendre de ses erreurs ! 

· Ne pas hésiter à envoyer un produit fini typiquement ‘Européen’ pour bien expliquer ce qui est recherché ou pour corriger les erreurs contenues dans les spécifications   

· Les chinois sélectionnent les demandes de cotations et il faut parfois prouver que la demande exprimée est réelle et pas uniquement du benchmarking de prix

· Le travail des enfants n’est pas un véritable problème en Chine mais attention à l’Inde ou au Bangladesh

· La même société peut avoir deux visages et il faut aller visiter la ligne de production qui sera effectivement utilisée

· Attention au sabotage insidieux qui peut ralentir le sourcing en LCC et qui est parfois très difficile à détecter

· S’organiser pour que les infos données aux fournisseurs soient toujours données par la même personne pour éviter les contradictions dans les demandes

· Ces ‘rotten rules’ sont  applicables dans de nombreux pays autres que la Chine : Brésil, Vietnam, Roumanie, …

· Avoir une représentation locale en LCC est important car tout faire de Paris ne fonctionne pas et n’est pas efficace
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	Vietnam : an attractive sourcing solution (par Olivier Levy)

Voir les planches préparées et montrées par Olivier Levy

Quelques infos supplémentaires ou redondantes par rapport aux planches présentées:

· La présentation explique le service de Dragon Sourcing de l’étude de faisabilité au suivi de la performance fournisseur

· Dragon Sourcing réalise régulièrement des études spécifiques et celle-ci couvre 7 pays dont le Vietnam

· Les critères de comparaison et les poids utilisés ont été décrits : la comparaison montre la bonne place du Vietnam avec la Chine et la Thaïlande. L’Inde arrive un peu derrière.

· La part des charges sociales sur le coût de la main d’œuvre en Chine est plus importante qu’au Vietnam

· Les réformes gouvernementales au Vietnam sont effectuées régulièrement mais avec calme et pragmatisme

· Sur certains types de fournitures, le Vietnam sera très prochainement au même niveau que la Chine

· Le Vietnam va se spécialiser dans les marchés ‘high mix/low value’

· Pour certains types de fournitures (high tech), certaines sociétés japonaises et coréennes se sont implantées au Vietnam avec leur propre management plutôt que chercher des sources locales : ceci est en train de changer avec l’émergence de sociétés performantes managées par des Vietnamiens

· Les aspects logistiques qui handicapaient le Vietnam sont en amélioration

· Concernant les services, par rapport à l’Inde, qui est un peu en perte de vitesse, il vaut mieux aller aux Philippines (maîtrise de l’Anglais) plutôt qu’au Vietnam
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	Débat : les informations recueillies pendant le débat sont incluses dans les 2 chapitres précédents.
	
	
	

	4
	RH en LCC (par Alain Butler)

Voir les planches préparées et montrées par Alain Butler

Quelques infos supplémentaires ou redondantes par rapport aux planches présentées:

· La présentation a été malheureusement assez courte compte tenu du manque de temps

· Concernant l’Ethique, il y a des cultures basées sur la relation et d’autres plus normatives

· Pour identifier éventuellement un cas délicat, il faut parfois by-passer l’acheteur et réunir directement les fournisseurs 

· Attention aux sociétés ‘écrans’ ou au société de ‘trading’  

· Concernant le Turnover, il faut être vigilant car dans les pays ‘Low Cost’ les besoins du haut de la pyramide de Maslow sont de plus en plus fréquents

· Les relations individuelles sont si fortes dans certains pays que parfois il y a beaucoup de loyauté des collaborateurs vis à vis de leur supérieur hiérarchique et peu de Turnover même en cas d’offre beaucoup plus rémunératrice ailleurs

· La dernière planche compare 2 modèles d’approche : l’un basé sur une culture ‘Occidentale’ et l’autre sur une culture ‘Asiatique’ 
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Dragon Sourcing - % J§

Your Tailored Sourcing Approach to Asia

X- Achat: Sourcing in Asia
Vietnam: an attractive sourcing location

Shanghai / Paris, May 19th, 2010





Agenda

1. Our offerings and approach
2. Our clients and category expertise
3. Vietnam: an attractive sourcing location
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Mission Statement

» Dragon Sourcing’s objective is to help our clients create significant and sustainable value
(cost, quality and service) in the procurement of their goods and services by leveraging the
capabilities of LCC’s supply markets in Asia and Latin America.

» We aim to develop long term relationships based on trust, full transparency and business
integrity with a l[imited number of Western, Asian, and Latin American corporations, either:

— To support their procurement departments in the US, Latin America and Europe identify,
gualify, select and manage on an on-going basis Asian and Latin American suppliers for

export purposes

— To support their procurement departments in Asia implement world class sourcing
practices for (1) their local needs, and (2) for their localization requirements

© 2010 Dragon Sourcing. All rights reserved.
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Dragon Sourcing service offering covers the end-to-end sourcing process

- , Supplier Selection :
> Feasibility Analysis >> and Contracting > Procurement Operations

S+ Analyse spend category in detail » Shortlist suppliers based on + Manage P/O and agree payment
}E - Spec_ifications and quality RFI/RFP process terms and details (L/Cs,..)
= requirements
@ — Volumes * Audit shortlisted suppliers * Check in process production quality
> — Deadlines
< + Select 2-3 suppliers for sample + Conduct pre-shipment QC

* Analyse supply market and development process

identify potential suppliers - Arrange logistics
* Manage sample development
* Pre-qualify potential suppliers Process .+ Manage supplier performance

through an RFI process
« Conduct final negotiations and

« Manage RFP process with pre- select suppliers
qgualified suppliers

* Monitor new sourcing opportunities

 Finalise Contract

* Analyse supplier responses and
calculate fully delivered price
(logistics, import duties, ADT,..)

+ Develop Business case and
implementation plan

© 2010 Dragon Sourcing. All rights reserved. 4
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F Our business model is based on working for the buyer only, on behalf of
who we deploy a highly analytical sourcing process

« Our model is based on total transparency
and business integrity

Dragon Sourcing
Strategic Sourcing methodology

» All our work is documented and auditable
ensuring thereby compliance to your audit
requirements

» Our people are trained to follow Dragon
Sourcing’s rigorous strategic sourcing
methodology

* We work solely on behalf of the « buyer »,
our client, we have no preferred supplier
relationship

Selection 3.Strategy

Development

+ We are dedicated to helping our clients
continuously improve their procurement
performance in cost, quality and service

© 2010 Dragon Sourcing. All rights reserved. 5
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Our teams are located to closely integrate with our clients’ needs
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CEO I « 25 years procurement experience

Sao Paulo

~

Richard Laub * led Accenture’s and Booz.Allen european procurement practices

Mgr. UK Operations Mgr. European Operations Manager. Vietnam CEO Dragon Sourcing US MD, Chinese Operations Manager, Brazil
Daniel Young Richard Laub Frank Vossen Steve Giriffiths Olivier Levy Nadia Barek
« 6 years operational * 20 years Textile sourcing « 30 years of procurement « 15 procurement experience « 20 years of global sourcing
consulting experience experience experience « in industry (Sagem, St Gobain, experience
@%fb"ﬁrg‘é’gh Sourcing. All rights reserved. » 10 years in Vietham * Bartner at Booz Allen and AT Bachy)

Kearney « in consulting (Booz Allen)
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F Our clients are medium to large size corporations across a wide

range of industries
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ﬁ For these clients we have successfully sourced (or are in the process of
sourcing) an extensive set of spend categories

| Industrial items | | Do it Yourself items | | Laboratory items || Finished goods for retail |

* Finished products  —Hot Rolled Wire . : . » Baby products —Color Book —High Chair
—Bread tins ~Mud Stay Cfg;ﬁ;g??e;%r}g:, Cf)é]es;krggbles —Bottle Sterilizer —Diapers —Toys
—Bus bumpers —Plastic Bread —Heat Sink Brown alass bottles —Cloud travel cot —Folding booster
—Car batteries Trays —Low current connectors _C bg ffant
—Coffee Machine —Stainless Steel —Peltier element :Cgﬁi:al()fllja:;] - Consumables —Paper Cup —Sandwich bag
—Cutting knives products _Power cord _Corundum crucibles —Container bin bag —Plastic Bags —Soft Tissue Paper
—Electric aerosol —Tractor _Terminal for lamps _Coverall —Deep freezer bag —PS Cup
dispenser -U bolts —Terminal strip black —Count Tact Box
—Fasteners —UTube —Disposable centrifuge tubes + Food —Canned Pineapple —Sardines in tomato
—Fifth Wheel -Water tank —Disposable latex gloves —Baby Corn —Nut (Peanuts and sauce
—Flame detector —Ductile Iron Pipe —Disposable nitrile gloves —Baby Cucumber Cashew) —Swordfish steak
and fittings . —_Disposable plastic dropper —Block of White —Pangasius —Tuna steak
* Grounding range —Disposable sterile masks Sesame Candy —Pickled Cherry —Vannamei
* Processed —Stampings: —Brass connector —Disposable syringes —Broth Cubes Tomatoes —Whole Clean Octopus
Technologies Bread Pans for —Cloverleaf rod closed clamp —Drip tube —Canned Papaya —Red Chilli —Whole Clean Squid
—Castings: Automated —Cloverleaf rod flat clamp —Ear washing bulb
exhaust, In queue  Ovens, Steel _g?gsnsegﬂggeb%td ith bolt —Extensive pH indicator paper « Goods not for resale —Deko Spring —Shopping Bag
product parts, Containers, Steel —Lr0Ss shap wi —Funnels —Acrylic Menu Holder —Door Sign —Shopping Basket
Axle Housing Containers Coffee —Derivation connector —Gloves —Black hook —Double loop hook —Shopping Trolley
Assembly, Coffee  Jug, In queue :Fs%rl?t:g% glaarmp —Graduated cylinders —Cardboard display —Loop Hook —Sound Ball
Machine parts product parts, “Rotnd rod dosed clam —Halfline measuring cups —Ceramic products —Magnet —Stones and Marble
—Extrusion: Industrial Boiler Round rod flat ¢l p —Hollow glass stopper (cup Teapot, Plates) —Metal floorstand —Wicker Basket
Aluminum Components, —nound rod tat clamp —Jerricans —Christmas decoration —Plastic trays —Wire Shelving
extrusion parts, Lamp armature, —Striking head —Mechanical stopwatches —Counter unit
Baby trolley parts,  Stainless steel —Threaded copper round rod —Mercury thermometer
éllzu-all_oy _pfft d:splay tower, —Micro plates « Healthcare —Fish Oil —Sonic Toothbrush
orging. Lower glass —Paper wiper —Bath Gel —Hand Soap —Tooth Brush
Tube sheet, reinforcement, . _Petri dishes :
i i » Supporting range : ] —Body care wet wipes —Hot Water Jar —Tooth Floss
Gears, Shaft Axle spring wind . _Pipette tips o P .
=~ DAl RIS _DIN Rail p p —Conditioner —Moisturizer —Toothpick
Plastic Injection: deflector : —Plugs i
o —Perforated strips g R . —Electric toothbrush — Shampoo
Wheel joint for S Hook —PTFE magnetic stirring bar kit
Baby trolley, ABS = OIO hs in _Shoe Cover -
and PP, Luggage _s ee cha SH K —Stainless steel medicine spoons * Household —Cloth pegs —Household wet wipes
wheels, Coffee —Suspension HOoks _Testtube brush —Air freshener —Clothes line —Humidifier
Machine parts, —Threaded rod _Tongue depressor —Aroma diffuser —Dishwashing —Luminaries
winddeflector, _Tubes —Battery Alkaline brush —Misting Lamp
front beam _Two neck flasks —Thermos pot —Energy saving —Model car
—VIDAS plastic Barrett lamp
* Industrial Plastic -PVOH * Tools —VIDAS plastic container - -
—PVB film for (Polyvinyle —Hand saw —Wash bottles * Kitchenware —Opal Glassware ~Whisks
automotive glass Alcohol)Fully —Scrapers —Wide mouth plastic bottles ~Melamine dishes —Tong . —Cooking items
—PVB film for hydrolysed —Steel Wire brush —Wrist cuff —Nylon Spatula —TPE Lasagna Lid
Construction, —DINP di-isononyl —Tool Case Textile Pillow Self inflating air matiress
building glassPVB phthalate —Utility knife ° - . - !
resin for PVB film —Wall brush - Equipement :g%%gear hr hon woven uniform - —Sleeping bag
manufacturing —Walk in Fume hood —Carpets —Canvas Shoes —Underwear
—Wide Fume hood —Duvet cover —Quilt —White Tshirts
—Racks 9 —Socks (Lady, Men) _g%?}) —\é\{ork wear
. F Oaﬂ —Jeans =l ress —blouse
mﬂ r@ r e * _Padded 1arkat —[| adies’ Blazers
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F For these clients we have successfully sourced (or are in the process of
sourcing) an extensive set of spend categories

|Chem|cals and Food Ingredients | |Packag|ng ||Pr0mot|onal items

+ Biological —Emdex —Poly ethylene Glycol (Macrogol —Sodium * Glass . Displa
—2-Chloroacetamide —Eryoglaucine 8000) Phosphatemonobasic —Alcohol bottles —(‘Pargboard displa
—2-Chloro-N-(hydroxymethyl)acetamide —Erythrosin B —Polysorbate 20 —Sodium Thiocyanate —Beverage bottles —Light box play
—alpha,alpha-TrehaloseDihydrate —Ethanol 96% denatured (5%Methanol) —Potassium dihydrogenphosphate —Sucrose —Cosmetic bottles _Metal displa
—Amaranth —Ethanol Type A (96% v/v) —SERMUL EN 9 —Tartrazine Acidyellow 23 —Food Jars _Plastic disp |§
—BromocresolPurple —Gentamicin sulfate salt —Sodium Hydroxide —Thimerosal —Pharmaceutical bottles & vials play
—Calcium Chloride dihydrate —Glycine —Sodium Carbonate —TMB . 2HCI . 1H20 -
—Citric acid Monohydrate —GuanidineThiocyanate —Sodium ChlorideType A —Trans-Cinnamaldehyde * Metal « Gifts
—CTAB —HEPES free acidULTROL Grade —Sodium citratedihydrate —Trishydroxymethylaminomet —Beer kegs —Electronic gadget: Photo frame,
—Dextran Blue —Horse Radiche Peroxidase Grade I —Sodium Hydrogen Carbonate hane —Tin Boxes USB Key, Flashlight....
—Dextran T40 —Hydrochloricacid 37% —Sodium lodacetate —Triton X-100 —Premium:Lighter, key ring, money
—Disodium EDTA dihydrate reagent —Iron(lll) chloride Hexahydrate —Sodium phophatemonobasic —Urea HydrogenPeroxide  Paper clip...

(ACS)
—DL-Dithiothreitol

—Kathon CG Biocide

—Linalool

—Mannitol reagent (ACS)
—Mops(morphol.Prop.Sulfonic Acid)
—NASBA Lysis buffer 500 ML

monohydrate
—Sodium phosphate dibasic
dihydrate

—Variquat 56
—Zwittergent 3-14

—Carton for Food Industry
—Chocolate Boxes
—Corrugated Packaging
—Filter paper
—Hamburger box

—Hot Chip Box

» Food and Animal Nutrition
—80% Sulphur DF and 20% Mancozeb
WP

—Benzoic acid

—C8 10L Fatty Acid
—Calcium Propionate
—Caustic Potash

—Caustic Potash (Liquid)
—Caustic Soda Pearl

—Citric acid

—Di calcium Phosphate
—Dicalcium Phosphate (DCP)

—Glycine

—L-cysteine

—Lecithin

—Liquid Caustic Soda

—Milk

—Mono calcium Phosphate
—Phosphoric Acid (75%) FCC
—Phosphoric Acid: 80%,
—Potassium Sorbate
—Propionic acid

—Sodium Stearoyl lactylate
—Sodium Tripolyphosphate (STPP)

—Sorbitol esters

—Soya Protein

—Tartaric acid

—Taurine

—Tetra Potassium Pyrophosphate
(TKPP)

—Tetra Sodium Pyrophosphate
(TSPP)

—Titanium dioxide (TiO2)

—Tri calcium Phosphate
—Trilon A92 (Chelating agent)
—Trilon B (Chelating agent)

—Vitamin A 1000 IU Retinol
—Vitamin B1

—Vitamin B12

—Vitamin B2

—Vitamin B3

—Vitamin B5

—Vitamin B6

—Vitamin B9

—Vitamin C Acid Ascorbic
Dried

—Vitamin C Stabilised 35%
—Vitamin E (VE)

—Multilayered Paper Sacks
—Printed Carton Packaging
—Sandwich bag

—Wine Bottle Label

* Plastic
—Bread bag
—CD Box
—Film
—Freshness box
—Innerfoil
—Intermediate Bulk Containers

—Glycerine (Palm/Coconut derived) —Sorbic acid —Vitamin A - All-trans-retinyl acetate —Xylose —Multilayered and Coextruded
Films
* Industry —Turpentine-Alpha-Pinene —Turpentine- Myrcene —Sulfuric acid —Multilayered and Coextruded
—Calcined bauxite —Turpentine- Beta-Pinene —Turpentine- Citronellene —Brucite Plastic Films

—Plastic Pallets

» Pharmaceutical
—Water 0.1% tfa
—Dodecyl Sulfate Sodium
—Ethanol 99.8+% (GLC) 0.7897g/mL
absolute (Ethyl alcohol) for analysis
CertiFied AR
—Dimetylsulfoxid

—Tetrahydrofuran 99.5+% (GLC)
stabilised with 0.025% 2,6-di-tert-butyl-p-
cresol

—iso-Hexane contains < 5% n-hexane for
HPLC CertiFied

—Hexane optima grade

—Hexane cert acs/hplc

—Methylene Chloride Optima
—Dichloromethane 99+% (GLC)
stabilised with 0.005% amylene
SpeciFied

—Heptan-n 99,5% pa

—Ethyl acetate cert acs/hplc
—Acetonitril

—Acetonitrile 99.9+%
0.782g/mL (Methyl cyanide)
for HPLC gradient analysis
CertiFied HPLC

—Acetone (Propanone)
—Metanol grad. Hplc
—"Blood Agar"

—Plastic rigid jars

—Plastic rigid bottles, caps
—Plastic rigid tubes

—Printing Film on Reel for Food
Industry

—Sleeves

—Thermal sealable cellophane
—Wine Bottle Capsule

—Umbrella and parasols

—Wine related gifts: cooler wine
bottle ring, bottle opener, parkling
cork, wine standee, wine bucket,
Vacuum stopper...

—Writing instruments: Notebook,
ball pens...

* Glasses
—Bar accessories: Decanter,
Jug, Water carafe, Ice bucket...
—Glasses: Cognac glasses,
Wine glasses, Whisky glasses,
Cocktail glasses, Champaign
glasses...

« Luggage and Textile
—Backpack
—Bags
—-Luggage
—Textile: Uniform, Apron, Towel
set, Jacket

« Printing & Boxes
—Brochures
—Christmas cards
—Gift boxes

—Shopping bag

|Services

—Xylene ::3;22%8;&#? —Tryptic Soy Broth _Woven Plastic Sacks
* Pesticide —Copper Hydroxide —Mancozeb —Sulphur (elemental sulphur . WOOd
—Captan —Fenarimol —Metalaxyl - M + Mancozeb —Sulphur (as polysulfide) ~Wine Bottle Cork Stopper
—Chlorothalonil —Penconazole —Wine Boxes
|Construction Materials |
-Wire Mesh - Plywood - Concrete Accessory - Moulding - Tack strip
- Aluminum laminate - MDF (medium density fiberboard) - Agriculture Product - Vanity - Split jamb mill
- Fiberglass tissue i . - PTB (Particle board) - Metal Lath 10 - Laminate flooring
© 2010 Dragon Sourcing. All rightsareserved. - Patio Furniture - Drawer side

* Road Transportation
* Travel agencies

* Airlines

* Warehousing

+ Creative agencies
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At the world level, Asia is an attractive region for sourcing

« Asiais an economic power accounting for about 10% of world GDP (Japan excluded) and 40% of
the world’s population

« Asiais extremely dynamic, reaching a 6% annual growth over the past 10 years
« Asiais still a developing and generally a low-cost region

« However huge variations exist between countries in Asia:

New Industrialized Economies (Korea, Taiwan, Singapore, Hong-Kong) 15,000 — 30,000 $ / capita
ASEAN-4 (Malaysia, Thailand, Philippines, Indonesia) 1,000 — 5,000 $ / capita
China, India, Vietnam, Pakistan 500 — 2,000 $ / capita
Other smaller countries 100 - 1000 $/ capita

© 2010 Dragon Sourcing. All rights reserved. 13
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7 Asian countries were selected for the analysis

« 3 major characteristics are essential for a successful low-cost sourcing location

— Minimum GDP (>10 bin. $)
— Political and business stability

— Low labour cost environment (GDP/capita < 3000%)

« 7 countries comply fully with these 3 characteristics

f i
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Country

Mimimum
GDP

Political,
business
stability

Low
labour
cost

South-

East
Asia

Brunei
Cambodia
Indonesia
Laos
Malaysia
Myanmar
Philippines
Singapore
Thailand

Vietnam

East
Asia

China
Hong-Kong
Korea

Mongolia

Taiwan

South
Asia

Bangladesh
Bhutan
India

Maldives
Nepal
Pakistan

Sri Lanka
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ﬁ 4 macro-criteria and 14 sub-criteria were selected to compare the 7 selected

countries
Main Criteria thal Subcriteria Weight Indicators
Weight
Political stability 8% |World Bank - Governance indicator
Political and 20% Commitment to reforms 4% |Composite indicator
legal Corruption and bureaucracy 4% | Transparency International - Corruption Perception Index
Legal framework and rule of law 4% |World Bank - Governance indicator
International performance 12% |External trade, product portfolio, FDI
: International competitivity 12% |GDP/capita, labor costs level and evolution
Economic 40% _ . .
National performance 8%  |Growth, unemployment rate, inflation
Financial situation 8% |Indebtness, savings and banking performance
_ Education 8% |Literacy rate, tertiary enrolment
igri:glg?;p?hic 20% Human development 8% Poverty, health, sanitation, access to PC, internet
Age profile 4% |Age distribution and expected evolution
Infrastructure Transport infrastructure 8% Ports, roads
and 20% |Energy and power supply 8% |Consumption, dependency, diversification
technologies R&D expenditure 4% |Public spending
TOTAL 100% 100%
16
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‘s To complement China, Vietham and Thailand emerge as the 2 most attractive locations in
the South East Asia region. Given its size and geographic location, India needs to be
looked at as a separate region in and of itself

Main Criteria Subcriteria China India Indonesia  Pakistan  Philippines Thailand Vietham

Political stability '
. Commitment to reforms
Political and
legal i
Corruption and bureaucracy '
Legal framework and rule of law
International performance
International competitiveness
Economic
National performance
Financial situation
Education '
Social and

demographic Human development

Age profile

Transport infrastructure

Infrastructure
and Energy and power supply
technologies

R&D expenditure

TOTAL \) ..) ) 3 ) J \)
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>

Political stability

VIETNAM

CHINA

THAILAND

INDIA

PHILIPPINES

INDONESIA
PAKISTAN

Rule of Law

P

THAILAND
INDIA

VIETNAM
CHINA
PHILIPPINES

PAKISTAN

INDONESIA
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Source: World Bank

China and Vietham combine a high growth economy and a stable political

Production
Diversification

O

Q Population
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pment Bank (ADB)
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F The infrastructure and social environment are well developed in China and Thailand,

but Vietnam is catching up

Education

Investment in education
@ =1%GDP

100% A

90% A

80% A

70% A

60% A

50% A

40%

Literacy rate

@)

Vietnam

@ China

Indonesia

O India

O Pakistan

Thailand
Philippines

University enrolment

0%

10%

20%

30%

50%

4

Poverty / Wealth

THAILAND

CHINA
VIETNAM
PHILIPPINES

INDONESIA

INDIA

PAKISTAN

Health >

CHINA
VIETNAM

INDIA

THAILAND
PHILIPPINES
INDONESIA

PAKISTAN
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Access PC /internet

THAILAND

CHINA

VIETNAM
INDONESIA
PHILIPPINES

INDIA

PAKISTAN

pmt Prg. (UNDP)

Source: United Nations Deyv,

Source: United Nations Devpmt Prg. (UNDP)
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Transportation (roads, maritime)

Investment in infrastructure
© =1% of GDP

40 S
) S
EE S
£L 0
01258 O Indonesia
<8 |
¢ = Chiné
201 O O India Thailand
Pakistan Vietnam Philippines
10 A
Paved road density
(km/ 100km?2)
0 : .
(*) TEU: Ton-Equivalent Unit
== Own
production [m] o

Japan Bank
8BIC)

, World Bank,

Source: ADB ¢
for International Cooperation

Source: World Bank
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F Worker incomes are lowest in Indonesia and Vietnam. Vietnam has by far the
lowest minimum wage level

Average worker wages B Minimum wage @ Awerage wage O Social charges
($/month)
200
150 A 5
@
i
£
100 - &
8
E
50 - g
X
L
g
g
0 = T T T T T T g
China India Indonesia Pakistan Philippines Thailand Vietnam (/g)
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F By size, the Indian capital market is the most attractive, but investors are currently
focusing on the Vietnam market, offering both fast growth and high returns

Market turnover
Jeor Market performance @ -w00mns
0
Q)
<
20% 4 2 2 ° Vietnam
5 o India
2 £
15% i LLl E ° . .
S Philippines @ ndonesia
10% - ‘ Pakistan %5
’ China ‘Lg’”
5% - g
‘ Thailand 5
RoE 5
000 (Return on Equity) | |5
0 T T T T o
10% 15% 20% 25% 30% 35% Ué)
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F Which explains why throughout 2006, the Vietnamese Stock market
outperformed all other emerging stock markets

Wesewoan[x]  [Ivnmoexa[x| [ swcome:xr [x] [I semann [x]

Relative indexes

Bombay Ho Chi Minh Shanghai Thai Stock (0 = 2006, Jan. 15
Stock Stock Stock Exchange
Exchange Exchange Exchange (Thailand) S0
(India) (Vietnam) composite
(China)
| |1s0
A |V 100
] A .-"II
y | ﬁ-‘"""..,_ Py .'H
V W N
A o : pot
i —y
50

Remark: Indonesian, Philippines
and Pakistan stocks performance
is very low compared to Vietnam

Source: Bloomberg
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In summary, Vietnam appears to be most attractive location for low-cost sourcing,
with a performing economy and a stable political environment driving rapid

improvements in infrastructure and social development

20%

30% 40% 50%
THAILAND
INDIA
PAKISTAN
INDONESIA
PHILIPPINES
30% 40%
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60% 70%

VIETNAM

70%
o ©

60%
50%

40%

50% 60%

(*) Axis represents a composite index of the different indicators of page 8)
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F Actually, Vietnam is following the Chinese and Thai development models and
emerges as a new promising economy in Asia

* Vietnam

— boasts a fast-growing economy in a stable and reform-committed

[

()]
political environment S oh Thailand
. . . . . . o = Ina
— invests massively in education, infrastructure and energy capacity 28 - /
g | Vietnam
?w®
. . =
« Thailand profile reflects past successful development but tends to g R
become a more mature economy, less favorable to low-cost sourcing Development
VIETNAM CHINA THAILAND

STRENGTHS

Stable reform-committed government

Improving international relations
(United States, ASEAN, WTO)

High growth rate
Strong FDI inflow performance

Massive investments in education,
poverty reduction and transportation

Strong exports and FDI inflows (both in
volumes and %GDP)

High growth rate
Economy still competitive
Well trained work force

Improving overall infrastructure

Strong exports and FDI inflows
Sound financial system
Efficient education system

Relative wealth, developed health and
sanitation system

Adapted transport infrastructure

WEAKNESSES

Low-end manufacturing

Potential infrastructure limitations if
economy keeps growing fast

Possible looming bubbles (bank loans)

Corruption and bureaucracy

Potential social tensions, environmental
issues and risks with Taiwan

Overcapacity in some sectors, unstable
banking system

Increasing labor costs

Increasing needs for energy supply

Declining competitiveness
Relatively low growth rate
Potential political risks
Ageing population

Corruption and bureaucracy

© 2010 Dragon Sourcing. All rights reserved.
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Agenda

1. Introduction
2. Country comparison
3. Vietnam
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Vietnam is a large and fast-growing country

« Vietnam is a large country, with:
— a population equivalent to Germany: ~80 million
— a surface area equivalent to Italy: ~330,000 km2
— a coastline equivalent to France: ~3,400 km

— 2 main cities:
Population % of country GDP
Ho Chi Minh City 6,200,000 20%
Hanoi (capital city) 3,100,000 8%

* National and international performance is increasing rapidly

Growth (past 3 years) Growth (2005) Value (2005)
Gross Domestic Product >7% per year 8,4% 53 billion $
Exports >20% per year 25,5% 32 billion $
Foreign Direct Investments >25% per year 22,5% 2 billion $
26
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ﬁ Efficient government reforms focus on reducing poverty,
Infrastructure and improving market mechanism

« Poverty has been reduced dramatically during the past 15 years

— Social investments amount to 37% of GDP

— Medical and healthcare services are constantly improving
— Regional inequalities are kept rather small by international standard

« Massive investments are allocated to upgrade infrastructure
— Infrastructure investments amount to 10% of GDP
— Roads density is increasing, several ports are under construction
— Energy capacities are extended to support growth needs

« Government sets priorities to address market shortcomings
— Adapts socialist institutions to market economy
— Develops legislative framework and improves law enforcement

— Reforms public administration

© 2010 Dragon Sourcing. All rights reserved.
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F Half of the total workforce is still occupied in the primary sector, but
the manufacturing sector accounts for over 40% of GDP and is steadily growing

Employment Structure (total workforce: 40 million)

State

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100

%

45% - Part of Industrial sector in Total GDP

40% -

35% -~

30% -~

25% o

GDP Structure (total GDP: 53 bin $)

Tertiary Primary

Fishing

Mining and
guarrying

Manu-

Con- facturing

struction

Secondary
Sector

© 2010 Dragon Sourcing. All rights reserved.
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Vietnam exports are steadily growing in all major regions of the world
Vietnam Export Evolution (M$) (total: 32 bin $ Export " European
stnam Export Evolution (M$) (total: 32 bin %) destinations ; destinations
Others "
12 000 OPEC I Others
China ' Sydizerand
10 000 " Spain
1
ASEAN I
8 000 1 Italy
I
! Belgium
6 000 NIE ,’
I
4000 Australia ,'
1
I
2 000 Japan ’l
]
1
]
us I
I

Others
Japan
ASEAN

Europe

29

Germany

© 2010 Dragon Sourcing. All rights reserved.

Sources: GSO





oS

F Seefood and fish, rice, coffee, vegetables and fruits are the main food exports.
Low value-added products dominate manufacturing, but diversification is increasing

Distribution of food export

Vegetables
& fruit
Coffee

Frozen
shrimps

Frozen fish

Other fishery
products

O Frozen shrimps O Frozen fish

3 Other fishery products 0 Rice
B Coffee 0 Fresh & processed vegetables & fruit
O Pepper 0O Shelled cashew and ground nut

O Foodstuff processed from cereals 0 Dairy produce

O Tea B Others

Export structure

(total: 32 bin $)

Chemical products

Mineral fuels

Food

Machinery
Equipements

Manufactured

goods

© 2010 Dragon Sourcing. All rights reserved.
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Distribution of Manufactured
and equipment goods

arts and
computer

Footwear

Textile,
sewing
products

0O Textile, sew ing products

0O Bectronic parts and computer
B Bags, pockets, w allets

@ Pottery and glassw are

B Rattan and bamboo products

O Footw ear

O Blectrical wire and cable

O Articles of plastic

O Fine art

O Bicycles and parts of bicycle
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Foreign investments are rising and increasing in size

Main Investments in Vietnam - 2006

Compan Countr Amount Industr o estmatons Prieetes
pany Y1 (millions) y
O Light industries
Intel us 1000 IT
OFood
Posco steel Korea 1126 Steel
O Oiland gas
Several urban areas Multiple > 2 000 Infrastructure 8 Construction
Tycoons Worldwide Steel Thailand |556 Steel B Transportation and
communications
. Light
Winvest Investment us 300 Real Estate TElEiEs B Hotels and tourism
ITC Spectrum LLC us 250 Tourism O Office property and
apartments
P&O / Central Saigon Container Port UK 249 Transportation B Agriculture
Phong Phu ITG us 65 Textile i Services

« . . . ., . i i . Sources: Vietham News Express, GSO
any companies are now weighing investment environment in China and Vietnam.

Comparing Shenzhen and Hanoi, geographically close to each other, utility rates are even and wages are lower in Hanoi”

Japan External Trade Organisation (JETRO)
“16th Survey of Investment-Related Cost Comparison in Major Cities and Regions in Asia” (March 2006)

“Among respondents, Vietnam shows the most attractive investment prospects among second-tier emerging markets”

_ _ 31 Economist Intelligence Unit (EIV)
© 2010 Dragon Sourcing. All rights reserved. “Succeeding in Second Tier Emerging Markets” (November 2006)
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F Following WTO membership, trade volume, production quality and more
generally Vietham’s competitiveness will continue to rise

« Economy is opening gradually:
— ASEAN member since 1995
— Multilateral and Bilateral Trade Agreements (in particular with the US)
— WTO membership recently granted

« WTO accession will accelerate Vietham economic development:
— WTO accounts for 90% of world trade transactions
— FDI are expected to rise in sectors such as banking, insurance, trading and distribution
— Lower tariff and fewer non-tariff barriers will benefit several sectors including food and textile
— Agreement on Intellectual Property Rights will protect more efficiently innovation
— Elimination of prohibited subsidies will result in increased competitiveness

© 2010 Dragon Sourcing. All rights reserved. 32
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Several large retail companies recently set up a purchasing office in Vietnam

* Metro
— Metro Group Buying is based in Hong-Kong and provides sourcing services to the whole group

— Metro announced in December 2006 its intention to open a procurement unit in Vietnam, mainly for
food sourcing

« Tesco
— Tesco International Sourcing provides sourcing and procurement services for the whole group
— 12 procurement offices around the world, including Bangladesh, Sri Lanka, China and Vietnam

« Casino
— EMC Distribution, headquartered in Hong-Kong, is the sourcing unit for the “Groupe Casino”
— 9 procurement offices around the world, including Bangladesh, Thailand, China and Vietnam

© 2010 Dragon Sourcing. All rights reserved. 33
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ﬁ In conclusion, Vietham emerges as a very attracting low-cost sourcing
location, complementing China in diverse aspects

* Vietnam shows the same macro-economics characteristics driving China’s current success
— Stable political situation, with a government committed to effective reforms
— Massive investments in country development, especially in wealth, education and infrastructure
— Large, young and educated workforce
— Fast-growing economy and improving business environment
— Strong international performance, strengthened by WTO accession
— Competitive foreign trade, with exports accounting for a large part of GDP

» Vietnam exports are much smaller than China in terms of volumes (32 vs. 544 billion $), however several export
categories can be seen as complementary to China

— Food exports already reach 30% of China food exports
— Textile, footwear and wooden products are also exported in large volumes and are not hampered by quotas
— Diversification of manufactured products is developing rapidly (electronics, plastic goods, handy craft)

* As a result, during the past years, Vietnam has attracted

— Large investors in search of new growth opportunities
— International purchasing structures expecting to tap into Vietham low-cost sourcing potential

© 2010 Dragon Sourcing. All rights reserved. 34
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INTRODUCTION .

SyriusPartners boosts corporations’ performance by enhancing their
Growth and optimizing their Costs

Julien NATHAN
Strateqgy Practice Leader

Clément HOMOLLE
Operation Practice Leader

+336 32710562
JNathan@SyriusPartners.com
www.SyriusPartners.com

f +33 6 60 50 23 66

W/ b/
‘ - CHomolle@SyriusPartners.com
" ¥~ www.SyriusPartners.com

<+ Ecole Polytechnique < ESSEC

<+ MASAI (France & China) < Mars & Co ; Roland Berger Strategy Consultants

< Clément has spent 8 years with MASAI — the < Julien has spent 9 years in Strategy Consulting with
European Consultancy leader in Purchasing & Cost Mars & Co and Roland Berger where he
Optimization and Global Sourcing — both in France specialized in Corporate Strategy both in France
and China where he launched and managed the and internationally (Europe, Asia and the US)

Chinese office for 4 years and created the Global

Sourcing offer

We deliver tangible and measurable results obtained on the ground with our client’s
operational teams whilst putting in place the conditions for sustainable performance and
bringing competitive leverage to unleash full economic potential

Syrius¢PARTNERS
© SyriusPartners 2010 — HOW TO FAIL YOUR CHINESE SOURCING IN 10 LESSONS May 2010 — CH | 2






INTRODUCTION .

< Each of us, Global Sourcing professionals, has experienced “interesting”
mistakes done either by our colleagues, counterparts, suppliers or internal
clients or... ourselves!

< Big International MNCs or dynamic SMEs, highly technical B2B industry as
well as Consumer Goods, accidents can happen to anybody...!

< SyriusPartners has decided to compile and share an anthology of most
common — as well as most unexpected and exotic — mistakes we witnessed
over the past years.

< Sure some of them will sound familiar...

< Strict processes as well as fine-tuned methodologies are obvious remedy
for the situation, and deserve to be reminded from time to time.

Syrius¢PARTNERS
© SyriusPartners 2010 — HOW TO FAIL YOUR CHINESE SOURCING IN 10 LESSONS May 2010 — CH | 3






AcenpA i

10 Rotten Rules to ensure failing your Chinese Sourcing

Never tell what you are looking for !

Ensure Nobody ever understands your Specifications
Assign ‘Mission Impossible’

Price is your first (and only) Selection Criteria

Trust Certifications

Never go on-site

Don’t factorize Realism into your Planning

Develop Systematic Witch-Hunting

© © N o g &~ o Db =

Keep your preconceived ideas about China

10.Ignore Cultural Differences

Syrius¢PARTNERS
© SyriusPartners 2010 — HOW TO FAIL YOUR CHINESE SOURCING IN 10 LESSONS May 2010 — CH | 4





ROTTEN RULE #1 n

Rotten Rule #1
Never tell what you are looking for !

Syrius¢PARTNERS
© SyriusPartners 2010 — HOW TO FAIL YOUR CHINESE SOURCING IN 10 LESSONS May 2010 — CH | 5






ROTTEN RULE #1 n

Rotten Rule #1 : Never tell what you are looking for ! (1/3)

Never be (too) specific
< Example : “I'm looking for green cables from China, please give me your best

price by Monday”

Never give annual quantities
< It could help motivating the supplier, or at least find the right matching supplier

Ask for 20 references quotation when you actually know you’ll only order
one. Maybe. = -

Fiiaail k
L e

Syrius¢PARTNERS
© SyriusPartners 2010 — HOW TO FAIL YOUR CHINESE SOURCING IN 10 LESSONS
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ROTTEN RULE #1 n

Rotten Rule #1 : Never tell what you are looking for ! (2/3)

Don’t be (too) didactic about the environment in which your product will
be used

< Example : European Home Appliance manufacturer
— After a first (successful) sourcing wave on Washing-Machines pumps, the selected supplier has been
quickly asked to also provide Dish-Washers pumps (a pump is a pump...)
— Failure on product development at first because of lack of additional information on an unusual product
in China

It’'s best when you don’t know yourself what you are looking for

< Just “test the water”, you never know, something might come out of it

¢ Don’t craft any Sourcing Strategy nor Commodity LCC assessment, it could
give you a clear picture of what can be done, and how. &

© SyriusPartners 2010 — HOW TO FAIL YOUR CHINESE SOURCING IN 10 LESSONS May 2010-CH | 7
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ROTTEN RULE #1 n

Rotten Rule #1 : Never tell what you are looking for ! (3/3)

Don’t explain “who you are” to Chinese suppliers, a known company in
Europe should surely be famous in China too.

< Example : One European major National train operator
— Everybody knows the name and the company in the Home Country, therefore you can save up boring
explanations about the company
— Totally unknown in China, no risk that the supplier could understand all the non-written explanations nor
be motivated by the name

Use Chinese suppliers for benchmarking purpose only, in order to better
negotiate with your current one.

Syrius¢PARTNERS
© SyriusPartners 2010 — HOW TO FAIL YOUR CHINESE SOURCING IN 10 LESSONS May 2010 — CH | 8





ROTTEN RULE #2 ﬂ

Rotten Rule #2
Ensure that Nobody ever understands your
Specifications

Syrius¢PARTNERS
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ROTTEN RULE #2 H

Rotten Rule #2 : Ensure Nobody ever understands your Specifications (1/2)

Ensure you provide wrong drawings

<Example 1 : European Home Appliance manufacturer
— Raw Material not mentioned
— Main dimension missing

<Example 2 : French Aeronautics parts manufacturer
— 1st Samples received from supplier rejected because not matching with current samples... although
they were matching with the wrong drawings provided

Never provide samples, it could help fixing the Drawings Mistakes
< Additional risk : it would make the process faster

< Example : Japanese Machinery manufacturer
— 1st Quotations received from Chinese Suppliers were 3 times higher than current Japanese price :
tolerances in drawings were much stricter than the factual ones on the current samples

PROCESS 4
COST
2000RMB ‘DRAWING
/ Center Distance Tolerance 300RMB SAMPLE
| | »TOLERANCE
+0.005 -0.005 +0,02 -0,01
SYRIUS<PARTNERS
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ROTTEN RULE #2 ﬂ

Rotten Rule #2 : Ensure Nobody ever understands your Specifications (2/2)

If you provide samples, ensure they are not matching your specifications

<Example : European Luxury Products manufacturer
— Gold plated parts provided had half the minimum Gold-thickness required and were tin-undercoated
also it was clearly forbidden

Never provide Specifications in English (and above all not in Chinese !)

< Example : European manufacturer
— Specifications in Basque are much more fun
— If anybody complains, use the killing answer : “If the Supplier is good, he will understand !”

Impose European standard names with no content or equal US standard
&Most of Chinese Suppliers are familiar with US standards or Japanese
standards but not with European standard

Syrius¢PARTNERS
© SyriusPartners 2010 — HOW TO FAIL YOUR CHINESE SOURCING IN 10 LESSONS May 2010 — CH | 11





ROTTEN RULE #3 n

Rotten Rule #3
Assign ‘Mission Impossible’

Syrius¢PARTNERS
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ROTTEN RULE #3 n

Rotten Rule #3 : Assign ‘Mission Impossible’

To “test the water”, source ridiculously low quantities

<Example : European Train manufacturer

— 2,000/year steel forged wheels for train maintenance, split into 14 different references (with as many
development and qualification processes) while current US customer orders 30,000 parts/year on one
single reference

— Steel standard is not the common standard used => new development

— Quality system used is not the one required => whole factory to overhaul

Demand social standards — that are not fit to China — before you even
consider issuing a first trial order
< Example : SA8000 application range in China

Don’t explain the standards you require, just name them, your supplier

will find by himself

< Example : ASME 9 as needed steel certificate whereas it's not that common in
China and the supplier has nevertheless the needed knowledge on the
product (Welding Skills for a Boiler manufacturer)

Syrius¢PARTNERS
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ROTTEN RULE #4 n

Rotten Rule #4
Price is your first (and only)
Selection Criteria

Syrius¢PARTNERS
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ROTTEN RULE #4 n

Rotten Rule #4 : Price is your first (and only) Selection Criteria

Ask for price first !

< Example : dozens of Client requests...
— Quick Yellow-Pages-like Sourcing
— Quick (and dirty) Request-for-Quotation sent to 50 suppliers
— 5 "best offers” kept for further “investigation”

Trust the first price

Don’t mention Incoterms or payment terms, suppliers don’t need them to

give you their best price, and stick to it

< Chinese suppliers will obviously prefer your TT payment at 90-days DDP
proposal instead of their Irrevocable L/C payment (50% at order — remaining
at FOB) FOB Shanghai proposal...

Have a strict one-shot policy
< Never mind future relationship with the suppliers
<Never mind about after-sales

Syrius¢PARTNERS
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ROTTEN RULE #5 H

Rotten Rule #5
Trust Certifications

Syrius¢PARTNERS
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ROTTEN RULE #5 H

Rotten Rule #5 : Trust Certifications

A Chinese ISO certificate costs only 5000RMB if requested from the
adequate bureau

< Example : A Polishing and Plating Chinese Company working with best

International clients names provides copies of their ISO9001-2000 certificate.
<& They are so proud of it that they write it on the wall...

A Chinese « ISO 9001-2000 » factory...

Syrius¢PARTNERS
© SyriusPartners 2010 — HOW TO FAIL YOUR CHINESE SOURCING IN 10 LESSONS
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ROTTEN RULE #6 ﬂ

Rotten Rule #6
Never go on-site

Syrius¢PARTNERS
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ROTTEN RULE #6 ﬂ

Rotten Rule #6 : Never go on-site

Trust the website and picture provided by the supplier to assess its
manufacturing capability
< Example : Important Chinese State-owned company in a tier-2 city with

fabulous website, impressive Management and Sales staff
— Die-Casting (and molding) workshop is 19th Century-like
— Structure-Welding workshop is state-of-the-art

Meeting the key people is a waste of time
< Out of the 100 directors mentioned in the brochure, might be tricky to find who
really is the decision maker

If you can’t escape traveling, plan your trip as you would do in a European

region

<Example : Rent a car at a local Hertz agency in Guangzhou with a European
driving license to drive overnight to Ningbo and be on time for your morning
meeting...

Syrius¢PARTNERS
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ROTTEN RULE #6 ﬂ

Ex.: Zola-like die-casting workshop...

...vSs. State-of-the-Art Structure
Welding workshop

Syrius¢PARTNERS
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ROTTEN RULE #7

Rotten Rule #7
Don’t factorize Realism
into your Planning

Syrius¢PARTNERS
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ROTTEN RULE #7

Rotten Rule #7 : Don’t factorize Realism into your Planning

First : don’t plan

Don’t follow Japanese’ bad habits of planning your Sourcing and
Sourcing by your plan, it’s so boring

Request same production / delivery lead time from Chinese suppliers as
you get from your current domestic supplier, never mind if there are 4
weeks shipping to be added

Pressurize your suppliers to quote / provide samples on time (Friday
should do it) but never give them too early feedback (next semester
should be ok)

< Example : European Home Appliance manufacturer
— During Wave 1 of Sourcing, Suppliers were strongly pushed to quote in an emergency. Then no news
for months. Some issues were faced during Wave 2 when suppliers were solicited again for close
products...

Syrius¢PARTNERS
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ROTTEN RULE #8 n

Rotten Rule #8
Develop Systematic Witch-Hunting

Syrius¢PARTNERS
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ROTTEN RULE #8 n

Rotten Rule #8 : Develop Systematic Witch-Hunting

It is your citizen duty to prevent China from stealing jobs out of your home
country

< Example : European Textile Manufacturer
— Quality Manager has been caught burning samples from China in his back-garden on week-end
— He was so proud of fulfilling his local representative duty that he claimed it !

Request criteria that even your current Western supplier is unable to meet
+Mechanical Tolerances are a easy topic to manipulate

Look carefully for potential mistakes (and surely not for potential for

cooperation) and stop everything when you found it out

< Debugging is part of Purchasing job, wherever on Earth you do, whether you
Source from LCC or from Home Country

Add some tricky — and useless — standards into your specifications, it will
keep the supplier busy for quite a long time

Syrius¢PARTNERS
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ROTTEN RULE #9 n

Rotten Rule #9
Keep your preconceived
ideas about China

Syrius¢PARTNERS
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ROTTEN RULE #9 n

Rotten Rule #9 : Keep your preconceived ideas about China

China’s industrial equipment is Middle-Ages’

Poor professionalism and dangerous
material abuse for products, as you read it
from the news

’ -
Be the first to lie to your suppliers, you want |
to keep this first-mover key advantage

Syrius¢PARTNERS
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ROTTEN RULE #10 m

Rotten Rule #10
Ignore Cultural Differences

Syrius¢PARTNERS
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ROTTEN RULE #10 m

Rotten Rule #10 : Ignore Cultural Differences (1/2)

Patronize your suppliers, they love that

< Especially the top Management...

< “First you clean your factory, you invest in new ‘decent’ equipment etc...
before | can only consider issuing a trial order”

Never accept an invitation to dinner, you can’t afford the risk of building
up good relationships with your future partner

<»Baijiu drinking is a risk of loosing your bargaining power

Losing face doesn’t hurt that much

Talk business (and especially prices) at first

Plan 1 hour at the factory for final technical adjustments + negotiation and
signing of the contract, that should do it !
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ROTTEN RULE #10 m

Rotten Rule #10 : Ignore Cultural Differences (2/2)

Trust figures as they are orally told

<+When you add up Chinese 4-digits way of counting and a TEUR =~10RMB
Forex rate, you can be sure turnover figures are accurate within a x100 range
multiplication factor

After Christmas, you need to hurry up your Sourcing, so it’s best to ask
for quotations, samples or plan on-site visits during Chinese New Year
< If the supplier is really motivated, they’ll ensure that everything works well

Chinese New Year is only one week

<Whereas during at least two weeks before and one week after dealing with
Chinese Suppliers is a nightmare, if you are lucky enough and your contact
did not purely disappear
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CONCLUSION .

Anti-failure Key Success Factors are very basic and straightforward

Methodology
Process
Pragmatism
Open-mind
Planning
Debugging

... and Learning from Mistakes
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S X-Achats

Rencontre du 19 mai 2010

Programme

Francois Renard






X-Achats

Programme ]

> 8h00 — 8h15 Ouverture de séance — Tour de table

> 8h15 - 10h00 Achats en pays low cost Asie
* « Comment rater un sourcing en pays Low Cost en 10 lecons » par Clément
Homolle (98) sur place a Paris

* « Vietnam : un pays attractif pour le sourcing » par Olivier Lévy (86) depuis

Shanghai

* Echanges et Débats

20/05/2010






