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Chinese automotive industry stands firm during the crises and experiences a period of 
change: global offensive  of Chinese OEMs paired with a technology and quality upgrade.
Automotive industry and suppliers China

Key-Trends of the Chinese automotive industryKey-Trends of the Chinese automotive industry

2004 2008

2004 2008

2004 2008

5.234
9.345

Automotive 
production China 

(thsd. units)

Automotive 
production China 

(thsd. units)Imports of car 
components to 

China (Mio. USD)

Imports of car 
components to 

China (Mio. USD)

Exports of car 
components 
from China
(Mio. USD)

Exports of car 
components 
from China
(Mio. USD)

2004 2008

64.496 70.527

Global 
automotive 
production 
(thsd. units)

Global 
automotive 
production 
(thsd. units)

Car sales January – April note 21% over previous year 
level
Infrastructure offensive of the Chinese Government 
shows impact and significantly supports the automotive 
industry
Dominance of the Western OEMs is still unbroken with a 
market share of appr. 50% - VW remains as the 
strongest company in the market 
The pure Chinese manufactures like BYD and Geely
show in 2009 the highest rates of sales increase
Chinese OEMs push forward the development of Hybrid-
und Electro vehicles – a clear trend goes to small, 
economical cars as the growth potential of the future
Increasing localization and professionalism in 
Procurement of the local OEMs, applying „local for local“
strategies – global procurement in the HQ looses 
influence
Suppliers foster by technology and quality upgrades their 
„Going West“ strategy - not to be underestimated 
competitors of the future

Car sales January – April note 21% over previous year 
level
Infrastructure offensive of the Chinese Government 
shows impact and significantly supports the automotive 
industry
Dominance of the Western OEMs is still unbroken with a 
market share of appr. 50% - VW remains as the 
strongest company in the market 
The pure Chinese manufactures like BYD and Geely
show in 2009 the highest rates of sales increase
Chinese OEMs push forward the development of Hybrid-
und Electro vehicles – a clear trend goes to small, 
economical cars as the growth potential of the future
Increasing localization and professionalism in 
Procurement of the local OEMs, applying „local for local“
strategies – global procurement in the HQ looses 
influence
Suppliers foster by technology and quality upgrades their 
„Going West“ strategy - not to be underestimated 
competitors of the futureProduction numbers for cars and commercial vehicles

CAGR 15,6%CAGR 15,6%
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CAGR 11,0%CAGR 11,0%

CAGR 35,0%CAGR 35,0%
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30 two-hour interviews 
conducted with automotive 
OEMs and suppliers 
operating in China
Middle and senior 
managers as respondents
More than 700 pages of 
interview transcripts 
generated
Rigorous scientific analysis 
performed using grounded 
theory approach

30 two-hour interviews 
conducted with automotive 
OEMs and suppliers 
operating in China
Middle and senior 
managers as respondents
More than 700 pages of 
interview transcripts 
generated
Rigorous scientific analysis 
performed using grounded 
theory approach

Supplier Integration Excellence 2009: A Joint Study Between SMI and CEIBS.
How Western automotive MNEs are collaborating with Chinese suppliers

Study SetupStudy Setup Respondent ProfilesRespondent Profiles Key ResultsKey Results
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Western automotive firms have localized extensive manufacturing 
operations in China
Still, the Chinese automotive market is immature, with several 
challenges concerning advanced production techniques, product 
development etc.
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The Importance of Chinese Suppliers.
Involvement of Chinese suppliers in joint activities with foreign automotive OEMs

100% of the respondents claim they 

want to increase their number of 

Chinese suppliers.

However, Chinese suppliers mainly 

deliver b- and c-parts; very few 

Chinese module/system suppliers 

deliver to the foreign OEMs.

This explains why Chinese suppliers 

are involved in joint development 

activities to a relatively low extent.

100% of the respondents claim they 

want to increase their number of 

Chinese suppliers.

However, Chinese suppliers mainly 

deliver b- and c-parts; very few 

Chinese module/system suppliers 

deliver to the foreign OEMs.

This explains why Chinese suppliers 

are involved in joint development 

activities to a relatively low extent.

* Supplier Development Excellence 2009 study conducted by SMI and CEIBS

Involvement of Chinese suppliers among foreign automotive OEMs [% instances]
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Chinese Automotive Suppliers Going Global – Fact or Fiction?
Expectations on domestic suppliers and their weaknesses.

Automotive OEMs are outsourcing non-strategic activities to an increasing extent – key suppliers are in turn 
taking on additional responsibility beyond sole manufacturing.
Currently, most Chinese suppliers are lacking necessary capabilities to take on such responsibility and become a 
global key supplier for the foreign OEMs.
Key bottleneck is not equipment/machinery, but lack of quality mindset and customer orientation.

Automotive OEMs are outsourcing non-strategic activities to an increasing extent – key suppliers are in turn 
taking on additional responsibility beyond sole manufacturing.
Currently, most Chinese suppliers are lacking necessary capabilities to take on such responsibility and become a 
global key supplier for the foreign OEMs.
Key bottleneck is not equipment/machinery, but lack of quality mindset and customer orientation.
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Case study 1
Evaluation and selection of Chinese EPC

Shanghai, September 2009
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The target in this case was to evaluate the capabilities of Chinese EPCs to realize a power 
plant project in Eastern Europe.
Project background

Chinese EPCs have longstanding experience to build power plants domestically (“EPC” stands for 
Engineering, Procurement, Construction of power plants)

Due to a decline of new power capacity installation in China the EPCs started to export their 
technology mainly to other Asian countries, but are also on a further westward move to Eastern 
Europe

On the other hand available resources from European EPCs to realize new power plant are very 
limited

A further reason for the project is the expected cost advantages provided by a Chinese EPC

Therefore, BrainNet EAC was entrusted to evaluate the operational feasibility of a power plant 
investment in Eastern Europe utilizing a Chinese contractor

The project started with a pre-due diligence process to evaluate company fit and project fit of 4 
selected Chinese EPCs

One important step of the pre-due diligence process were several research journeys to the EPCs
headquarters as well as to selected international reference projects

Chinese EPCs have longstanding experience to build power plants domestically (“EPC” stands for 
Engineering, Procurement, Construction of power plants)

Due to a decline of new power capacity installation in China the EPCs started to export their 
technology mainly to other Asian countries, but are also on a further westward move to Eastern 
Europe

On the other hand available resources from European EPCs to realize new power plant are very 
limited

A further reason for the project is the expected cost advantages provided by a Chinese EPC

Therefore, BrainNet EAC was entrusted to evaluate the operational feasibility of a power plant 
investment in Eastern Europe utilizing a Chinese contractor

The project started with a pre-due diligence process to evaluate company fit and project fit of 4 
selected Chinese EPCs

One important step of the pre-due diligence process were several research journeys to the EPCs
headquarters as well as to selected international reference projects
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Assessment criteria and mathematical scheme were applied to evaluate the Chinese 
EPC‘s performance.

Pre-Due Diligence China EPCsPre-Due Diligence China EPCs

Mathematical scheme for China EPCsMathematical scheme for China EPCs

Assessment methodology for Chinese EPCs

Fulfillment 
below basic 
requirements 

also in relation 
to other EPCs

Fulfillment 
below basic 
requirements 

also in relation 
to other EPCs

Zero-line:
Equals the 

fulfillment of basic 
requirements by 

the EPC
Or

No assessment 
possible

Zero-line:
Equals the 

fulfillment of basic 
requirements by 

the EPC
Or

No assessment 
possible

0-1-2 +1 +2

Fulfillment 
above basic 
requirements 

also in relation 
to other EPCs

Fulfillment 
above basic 
requirements 

also in relation 
to other EPCs
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Reference journeys were carried out to observe the capabilities of selected EPCs during 
manufacturing and  all phases of construction and commissioning.
Reference journeys

Purpose of the journeys: To evaluate
Manufacturing facilities
Power plants under construction
Power plants in operation

Purpose of the journeys: To evaluate
Manufacturing facilities
Power plants under construction
Power plants in operation

Reference journey to 
EPCs manufacturing 

sites in China

Reference journey to 
EPCs manufacturing 

sites in China

Reference journey to 
international projects
Reference journey to 
international projects
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Suppliers were screened in a personal visit, taking 2-3 days per supplier for a thorough 
check up.
Methodology: Detailed Audit procedure and documentation to the client

Detailed Audit Check-up Concise Company Assessment and Profile
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Overall evaluation of Chinese EPCsOverall evaluation of Chinese EPCs Impressions on present state of knowledgeImpressions on present state of knowledge

The overall assessment shows: non of the evaluated Chinese EPCs qualified themselves 
appropriately.

project fit

co
m

pa
ny

 fi
t

"Fit for equipment supply""Fit for equipment supply" "Fit for turnkey""Fit for turnkey"

"No go""No go" "Question Mark: Upgrade possible?""Question Mark: Upgrade possible?"

A

DC

B
+2+1-2

+1

-1

1. Technical impression1. Technical impression

Significant increases in costs due to application of international 
engineering and safety standards

Service concepts are open/ not implemented

Significant deficits in contract fulfillment and claim 
management

Significant increases in costs due to application of international 
engineering and safety standards

Service concepts are open/ not implemented

Significant deficits in contract fulfillment and claim 
management

2. Commercial impression2. Commercial impression

Significant deficits in quality-and HSE philosophy/ missing 
concept and systems in project management

Lacking customer orientation, documentation and claim 
management

Significant deficits in quality-and HSE philosophy/ missing 
concept and systems in project management

Lacking customer orientation, documentation and claim 
management

3. Project management philosophy3. Project management philosophy

Good impression on manufacturing facilities in China

Approvability in Eastern Europe considered feasible

But: deficient implementation quality in power plants

Long-term performance cannot be assessed

Deficiencies in spare part availability

Good impression on manufacturing facilities in China

Approvability in Eastern Europe considered feasible

But: deficient implementation quality in power plants

Long-term performance cannot be assessed

Deficiencies in spare part availability
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Overall the utilization of Chinese standard technology requires high attention by the 
client.
Opportunities – Risks of a cooperation with Chinese EPC

RisksRisksOpportunitiesOpportunities

Design of PP with previous technology generation, upgrade 
demand to international engineering and safety standards
Insufficient fulfillment of emission and environmental
requirements
Reduced life time
No fulfillment of basic requirements regarding HSE, QM and 
project management
Deficiency in contract fulfillment

Expected investment cost advantage

Availability of capacities and project teams

Extension of supplier base by international contractor

Positive learning curve to cooperate with international 
contractors

+
–

Action requiredAction required

Detailed project development necessary for transparency on technology levels, design parameters, 
project planning, logistics, quality assurance concepts and operational concepts transfer to 

thorough business planning

Detailed project development necessary for transparency on technology levels, design parameters, 
project planning, logistics, quality assurance concepts and operational concepts transfer to 

thorough business planning
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Detailed development phase can take up to 2 years including technical, commercial and 
project management development.
Steps of project development and implementation

3 m. Scouting and design preparation

Y1 Y2 Y3 Y4 Y5 Y6 Y7

15 m. Basic engineering and design

9 m. Project definition and contract negotiation

Implementation

Final investment decision
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Case Study 2
Building a true global procurement organization

Shanghai, September 2009
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Engineering/Sales defines 
requirements*
Purchasing identifies 
qualified suppliers

Purchasing leads concept 
competition with suppliers
Joint definition of 
requirements

Project buyer as a partner 
of engineering work and 
sales. Leverage Group 
category managers

Buyers reporting to Finance 
management 
No identical reporting
with sales/engineering for 
identical tasks

Identical reporting lines
fully aligned with engin./ sales. 
“Dual responsibility” with peers 

Heavy emphasis on 
analytical tools

Application of full scope of 
competitive and analytical 
tools

Project buyers in a pure 
support role to R&D
Heavily loaded with 
administrative work

CEO/CTO
CFO

CEO/CTO

strategic

adminstrategic

admin

Successful Purchasing organizations are build on reliable processes, clear roles and 
reporting lines and a straight business focus.

ProcessesProcesses

Roles within 
processes

Roles within 
processes

Reporting linesReporting lines

Business focusBusiness focus

TodayToday TomorrowTomorrow
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The characteristic of the present client group organization limits the future structure of the 
new Purchasing organization.

Degree of organizational 
centralization/decentralization

Degree of cross-functional 
collaboration

Structure Centralized Centralized & 
decentralized

Decentralized Lead buyer Technical/forward and 
commercial / 

commodity sourcing

Functional and cross-
functional teams

Characteristics 80% volume 
with centralized 
decision by 1 
person

Centralized for 
ca. 50% of 
categories

Decentralized 
for other 
categories

Decentralized 
decision making

Each business unit or site 
with own purchaser

One purchaser has 
designated purchasing 
responsibility

Technical/forward 
sourcing for technical 
specifications and 
development phase
Centralized commercial/ 
commodity sourcing for 
components in series 
phase

Permanent cross-
functional teams

1:1 structure towards 
engineering/ development

Leveraging
Component 
pressure 

Technical 
specifications

++ 

--

+/-

+/-

--

+
No bundling & 

competitive 
pressure

-

+ 
Lead buyer not powerful 

enough

+ 

+
Perfect balancing

-

++
Perfect leverage product 

design

Degree of organizational 
centralization/decentralization

Degree of cross-functional 
collaboration

Structure Centralized Centralized & 
decentralized

Decentralized Lead buyer Technical/ forward and 
commercial / 

commodity sourcing

Functional and cross -
functional teams

Characteristics 80% volume 
with centralized 
decision by 1 
person

Centralized for 
ca. 50% of 
categories

Decentralized 
for other 
categories

Decentralized 
decision making

Each business unit or site 
with own purchaser

One purchaser has 
designated purchasing 
responsibility

Technical/forward 
sourcing for technical 
specifications and 
development phase
Centralized commercial/ 
commodity sourcing for 
components in series 
phase

Permanent cross-
functional teams

1:1 structure towards 
engineering/ 
development

Leveraging
Component 
pressure 

Technical 
specifications

++ 

--

+/-

+/-

--

+
No bundling & 

competitive 
pressure

-

+ 
Lead buyer not powerful 

enough

+ 

+
Perfect balancing

-

++
Perfect leverage product 

design

X
X

X

PD SPD S
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Organizational structure per performance level

38

34
2135

11 10

25
35

34

Low
performers

30

0
Medium
performers

27

High
performers

100%

Category network

Centralized

Mixture of centralized 
and decentralized

Decentralized

* CFROI, ROCE, growth rate
CFROI = cash flow ROI
ROCE = Return on Capital employed

Only 10% of the high performers* have a decentralized Purchase organization.

, SMI
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High performers invest in corporate strategic sourcing professionals and it pays off.
Example - USD 1 billion spend

Number of strategic buyers

Per USD 1 billion spend

Medium and high performers invest                    ~ USD 1,5 
million in strategic buyers

13

21 19

Low 
Performers

Medium
Performers

High 
Performers

Annual reduction of COGS

Percentage points

Medium and high performers realize             USD 15 - 20 
million more savings

-0.5

0.8
1.4

Low 
Performers

Medium
Performers

High 
Performers

, SMI
COGS = Cost of goods sold
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Basis to evaluate sourcing office is a polarity profile created from a questionnaire 
focusing on the relevant areas of performance/ set-up.
Excerpt questionnaire polarity profile

Personal interviews with 
Sourcing Managers

Personal interviews with 
Sourcing Managers
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The CSO scores only below average compared to "Best Practice" benchmark and other 
sourcing hubs, weaknesses apparent in transparency and value-add.
China Sourcing Office in comparison

Avoid
risks

Generate
value

Purchase analysis and controlling, KPI’sPurchase analysis and controlling, KPI’s

Monitoring market & industry sectorMonitoring market & industry sector

Homogenous reporting purchase-supply chain-projectHomogenous reporting purchase-supply chain-project

Annual measurable value contribution to financialsAnnual measurable value contribution to financials

Global SourcingGlobal Sourcing

Sales, production activities linked with purchasingSales, production activities linked with purchasing

Robust planning of corp. framework agreementsRobust planning of corp. framework agreements

Utilization of potentials in and along the whole value chainUtilization of potentials in and along the whole value chain

Supplier management / Reduction of suppliersSupplier management / Reduction of suppliers

Securing supply within purchasing and supplySecuring supply within purchasing and supply

Degree of Performance

Level of

Importance

0 10

Single sourcing strategySingle sourcing strategy

Generate
transparency Hub SEE

Benchmark*

Hub AP

China 
Sourcing 
Office
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New Global Purchasing Organization has to close current gaps - Global Purchasing has 
significant potential at Group level.
Key findings

There is no overall client purchasing strategy (Category Group and Supplier 
management).
There is no overall client purchasing strategy (Category Group and Supplier 
management).

Client KPI and reporting based performance measurement is not in place.Client KPI and reporting based performance measurement is not in place.

In spite of the well established classification system, the Group Category definitions 
are not homogenous, this leads to interferences.
In spite of the well established classification system, the Group Category definitions 
are not homogenous, this leads to interferences.

Strong focus on operational activities deter the exploitation of existing optimization 
potentials on the strategic purchase level.
Strong focus on operational activities deter the exploitation of existing optimization 
potentials on the strategic purchase level.

Risk management is limited to the operational level.Risk management is limited to the operational level.

Operational processes are well established. There is optimization potential within 
strategic/tactical processes according to BrainNet EAC.
Operational processes are well established. There is optimization potential within 
strategic/tactical processes according to BrainNet EAC.

66

44

55

77

22

The value-add from Group Purchasing is not utilized (bundling potentials, partly 
missing professionalism, etc.)
The value-add from Group Purchasing is not utilized (bundling potentials, partly 
missing professionalism, etc.)33

11
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No sustainability 
concept

No sustainability 
concept

Unjust price 
mark-up

Unjust price 
mark-up

No unified 
reporting

No unified 
reporting

CSO staff uses much of its capacities on price quoting – purchase decision is not in their 
reach.

Tasks China Sourcing OfficeTasks China Sourcing Office Sample Sourcing Hub NASample Sourcing Hub NA

Supplier screening

With ad-hoc search for technology 
partners. Currently approx. 30 
qualified suppliers

Request for prices

Prices are quoted as FOB prices to 
the hub. Case wise mark-up for TCO 
comparison

Reporting to the hubs

CSO has developed it's own supplier 
reporting tool – currently on very 
rough level, not comparable to 
supplier understanding in "traditional" 
markets

Cost and inventory driven

Supplier selection mainly over price 
– no interest in strategic build-up of 
new suppliers

Calc. mark-up of 25% costs*)

Plus: expected savings

Almost impossible for Chinese 
suppliers to qualify for delivery

PPAP standards (extensive)

With CSO reporting, it is very hard 
for US purchasers to gain trust and 
understanding for the suppliers in 
China

*) BNEAC benchmark: max 15% mark-up for transportation, import duty, risk- and 
warranty mark-ups, handling costs and capital lock-up 

CSO tasks and processes
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Purchasing strategyPurchasing strategy

Cross-functional approachCross-functional approach

Purchasing footprintPurchasing footprint

Supplier managementSupplier management

Controlling & incentive systemsControlling & incentive systems

Human resourcesHuman resources

Strong Group coordination, leverage of local market insights
Differentiated buying tactics in order to drive down cost

Full support from engineering/sales for Purchasing strategy and vice 
versa, common targets and responsibility (
Consistent and staged communication to suppliers (one face to...)

Develop global key suppliers
Strong presence in non-traditional supply markets

Aggressive re-sourcing approach towards incumbent suppliers
Welcoming, coaching attitude towards new, emerging suppliers

Breakthrough savings instead of small annual savings
Performance of suppliers directly linked to amount of business 
awarded

Buyers are in full command of technical aspects of products
Highly skilled buyers in strategic roles

Strong Group coordination, leverage of local market insights
Differentiated buying tactics in order to drive down cost

Full support from engineering/sales for Purchasing strategy and vice 
versa, common targets and responsibility (
Consistent and staged communication to suppliers (one face to...)

Develop global key suppliers
Strong presence in non-traditional supply markets

Aggressive re-sourcing approach towards incumbent suppliers
Welcoming, coaching attitude towards new, emerging suppliers

Breakthrough savings instead of small annual savings
Performance of suppliers directly linked to amount of business 
awarded

Buyers are in full command of technical aspects of products
Highly skilled buyers in strategic roles

The development of a powerful Purchasing organization requires significant changes in 
client's group practices and processes.
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Most viable option – but: needs significant upgrade of CSO staff capability
Move to China factory location to be contemplated 

Most viable option – but: needs significant upgrade of CSO staff capability
Move to China factory location to be contemplated 

CSO – Options for future

Possible solution: convert CSO to profit center instead of cost center: more responsibility, 
more accountability and more motivation.

Trading Co. Ltd. (FICE)Trading Co. Ltd. (FICE) Trading dept. of China 
factory

Trading dept. of China 
factory Close downClose down

11 22 33

Client 
CSO

Client 
China

Client 
CSO

Supplier 1Supplier 1

Supplier 2Supplier 2

Supplier 3Supplier 3 Supplier 1Supplier 1

Supplier 2Supplier 2

Supplier 3Supplier 3 Supplier 1Supplier 1

Supplier 2Supplier 2

Supplier 3Supplier 3

Hub AP Hub NA Hub CE Hub AP Hub NA Hub CE Hub AP Hub NA Hub CE

Purchase in RMB

Quotation DDP / in USD or EUR
QS / QA 

Shipment control

Quotation DDP / in USD or EUR
QS / QA 

Shipment control

Purchase in RMB

Consolidation 
of orders
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Case Study 3
“As-Is” analysis and definition of “To-Be” new IPO

Shanghai, September 2009
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The company concerned found in BrainNet EAC its best partner for the establishment and 
implementation of a China-wide concept for its Sourcing Offices.
Initial Condition

Company BackgroundCompany Background Project TargetsProject Targets

Headquarter: Germany

Turnover 2008:

Employees:

Structure in China:

4 entities in Mainland China 
1 entity in Hong Kong

Sourcing Volume 
Asia: approx. USD 100 mio

Headquarter: Germany

Turnover 2008:

Employees:

Structure in China:

4 entities in Mainland China 
1 entity in Hong Kong

Sourcing Volume 
Asia: approx. USD 100 mio

Description of responsibilities and quality 
assurance
Itemization of sourcing office structure
Arrangements to reduce purchasing 
volume over entities
Illustration of possible scope of services 
regarding the Chinese sourcing offices

Case Study of cost structure and –
productivity of the sourcing offices in China
Assessment of saving potential by 
rearrangement of direct purchase

Strategic
Orientation
Strategic

Orientation

Product management & Sales
“Product Scouting” & Product development
Technical support for suppliers
Quality assurance

EfficiencyEfficiency

Processes 
and Interfaces

Processes 
and Interfaces
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Initially placed with four different legal entities in Mainland China and one in Hong Kong, 
BrainNet EAC proposed a new, more effective and cost saving legal structure.
Legal Reorientation

BrainNet EAC DeliverablesBrainNet EAC Deliverables

As-Is Analysis
Assessment of current corporate structure 
and analysis of organization alignment with 
corporate objectives
Elaboration of a corporate restructuring 
concept
Scenario Analysis to best align with corporate 
strategy
“Best-in-class” benchmarking for IPO set-up

To-Be
Definition of new, lean IPO organization
Consolidation of locations and functions
Empowerment concept of local management 
including definition of responsibilities and 
accountabilities

As-Is Analysis
Assessment of current corporate structure 
and analysis of organization alignment with 
corporate objectives
Elaboration of a corporate restructuring 
concept
Scenario Analysis to best align with corporate 
strategy
“Best-in-class” benchmarking for IPO set-up

To-Be
Definition of new, lean IPO organization
Consolidation of locations and functions
Empowerment concept of local management 
including definition of responsibilities and 
accountabilities

As-IsAs-Is

To-BeTo-Be
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In order to identify saving potentials in Asia procurement, a detailed assessment of 
suppliers and purchasing structures was conducted.
Spend Analysis

Procurement AssessmentProcurement Assessment BrainNet EAC DeliverablesBrainNet EAC Deliverables

Generating of buying power transparency by 

spend mapping total Asia sourcing volume  

Identification of saving potentials and 

tendering of biggest spends 

Article shift strategy from sourcing via trading 

companies to direct sourcing 

Contribution margin analysis on article base 

on definition of action demand to improve 

profitability 

Generating of buying power transparency by 

spend mapping total Asia sourcing volume  

Identification of saving potentials and 

tendering of biggest spends 

Article shift strategy from sourcing via trading 

companies to direct sourcing 

Contribution margin analysis on article base 

on definition of action demand to improve 

profitability 
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Further implementation of restructuring the organization included employment and 
training of necessary positions.
Office Organization

BrainNet EAC DeliverablesBrainNet EAC Deliverables

IPO organization assessment and gap 
analysis 

Staffing plan for open positions 

Empowerment of existing staff 

Interim management

Training demand analysis and conduction 
of tailor made trainings

IPO organization assessment and gap 
analysis 

Staffing plan for open positions 

Empowerment of existing staff 

Interim management

Training demand analysis and conduction 
of tailor made trainings

As-IsAs-Is

To-BeTo-Be

TrainingTraining
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Next step was to engineer and implement new standard procedures and processes, 
interfaces and reporting lines.
Processes

Process DefinitionsProcess Definitions BrainNet EAC DeliverablesBrainNet EAC Deliverables

Detailed process definition and mapping of 

all core processes 

Definition of clear cross-functional interfaces 

Core processes employee trainings  

Establishment of Process Ownership 

system 

Detailed process definition and mapping of 

all core processes 

Definition of clear cross-functional interfaces 

Core processes employee trainings  

Establishment of Process Ownership 

system 
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To realize optimum saving potentials, offshore tax handling and the best logistic options 
were assessed.
Logistic / Offshore

OffshoreOffshore LogisticLogistic

Legal and fiscal assessment of offshore model
Assessment of legal enforceability
Negotiation with offshore service providers
Calculation of saving potential
Implementation plan: Capital requirements and 
detailed project structure

Legal and fiscal assessment of offshore model
Assessment of legal enforceability
Negotiation with offshore service providers
Calculation of saving potential
Implementation plan: Capital requirements and 
detailed project structure

Assessment of logistic companies (Kuehne + 
Nagel)

On-site appraisal and implementation

Assessment of logistic companies (Kuehne + 
Nagel)

On-site appraisal and implementation
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Case Study 4
Chinese suppliers want more than just delivering simple parts

Shanghai, September 2009
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A mid-sized manufacturer of table socket outlets cooperated with his Chinese supplier for 
>11 years – At once the supplier increased the ex-factory price by 83%.
Company overview

Company profileCompany profile

A mid-size manufacturer and supplier of high-
quality industrial equipment for the European 
market

Product example: table socket outlets

Raw material: copper, plastics

No. of employees: 2,500

Turnover: 230 mio EUR

Corporate organization: The company runs four 
operational entities located in Germany. 

Production sites in Germany, Bulgaria, 
Romania and Czech Republic

So far no sales agents in China.

A mid-size manufacturer and supplier of high-
quality industrial equipment for the European 
market

Product example: table socket outlets

Raw material: copper, plastics

No. of employees: 2,500

Turnover: 230 mio EUR

Corporate organization: The company runs four 
operational entities located in Germany. 

Production sites in Germany, Bulgaria, 
Romania and Czech Republic

So far no sales agents in China.

Client’s situationClient’s situation

(1) Sourcing >11 years from market leader in 
Ningbo

(2) In 2008 (9 months), Ningbo supplier increased 
ex-factory price by 83%

(3) No transparence in supplier cost structures

BrainNet EAC requested for support

(1) Sourcing >11 years from market leader in 
Ningbo

(2) In 2008 (9 months), Ningbo supplier increased 
ex-factory price by 83%

(3) No transparence in supplier cost structures

BrainNet EAC requested for support
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In single cases the lack of interest in purely delivering commodities from China is more 
than obvious.
Actions of BrainNet EAC and Results

ActionsActions

1. Cost-Due Diligence at Ningbo supplier

2. Personal “revisions” with management

3. Competitor benchmark RFQ from 4 alternative 
suppliers

4. Simulation: Cost analysis:
Alternative supply chain structures 
(incl. East Europe)

1. Cost-Due Diligence at Ningbo supplier

2. Personal “revisions” with management

3. Competitor benchmark RFQ from 4 alternative 
suppliers

4. Simulation: Cost analysis:
Alternative supply chain structures 
(incl. East Europe)

ResultsResults

Assessment of resultsAssessment of results

1. Chinese supplier sold table socket outlets to 
client below manufacturing costs

2. Odd price increase by supplier caused by 
2 motivations:

1. Attempt to reduce losses

2. “Signal” to show loss of business interest with client
(“We are not willing to produce commodity products
any more”)

3. Recommendation BrainNet EAC:

1. Implementation of alternative Supply Chain 
Management

a. Plastic injection: Romania

b. Assembly: Germany

2. Contract cancellation end 2008 with PRC supplier

1. Chinese supplier sold table socket outlets to 
client below manufacturing costs

2. Odd price increase by supplier caused by 
2 motivations:

1. Attempt to reduce losses

2. “Signal” to show loss of business interest with client
(“We are not willing to produce commodity products
any more”)

3. Recommendation BrainNet EAC:

1. Implementation of alternative Supply Chain 
Management

a. Plastic injection: Romania

b. Assembly: Germany

2. Contract cancellation end 2008 with PRC supplier
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This trend is confirmed by showing other cases within the “Evolution of the Chinese 
sourcing market”.
Chinese sourcing market

1992 2009

Level of 
engineering

German pump
manufacturer

German pump
manufacturer

Swiss bulb/ 
lighting 

manufacturer

Swiss bulb/ 
lighting 

manufacturer

German car 
supplier

German car 
supplier

German crane
supplier

German crane
supplier

Low vacuum pump 
components

Low vacuum pump 
components

Complete high vacuum 
pumps (e.g. TMP)

Complete high vacuum 
pumps (e.g. TMP)Mechanical ballastsMechanical ballasts

Electronic ballastsElectronic ballasts

Complete lighting 
systems

Complete lighting 
systems

Simple RVPSimple RVP

2005

5 t lifting crane 
localized

5 t lifting crane 
localized

10 t lifting crane loca-
lized (incl. chain ropes)
10 t lifting crane loca-

lized (incl. chain ropes)

Complex steering 
pumps

Complex steering 
pumps
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Nevertheless: Success of China sourcing projects always depends on internal and 
political support of our clients.

China sourcing is no business segment- or executive 
board initiative – insufficient or delayed implementation
China sourcing is no business segment- or executive 

board initiative – insufficient or delayed implementation

No clear responsibility regarding local product 
requirements

No clear responsibility regarding local product 
requirements

Lack of language skills and experiences in terms of 
internationalization

Lack of language skills and experiences in terms of 
internationalization

Missing decisions regarding local IPOs (International 
Procurement Offices)

Missing decisions regarding local IPOs (International 
Procurement Offices)

Insufficient grouping of functional teams “engineering”, 
R&D, technology and purchasing department

Insufficient grouping of functional teams “engineering”, 
R&D, technology and purchasing department

Insufficient prioritization and project groupingInsufficient prioritization and project grouping

Technical documentation, processes, audits, etc. are not 
consistent with global sourcing standards

Technical documentation, processes, audits, etc. are not 
consistent with global sourcing standards

Case studies

BVCS

Case studies

BVCS

E A C

Plant engineering constructor: 
83% sales in China, 70% 

purchase in Europe “It is a code 
of conduct problem”

Plant engineering constructor: 
83% sales in China, 70% 

purchase in Europe “It is a code 
of conduct problem”

Manufacturer of machine tools: 4 
years development time –

suppliers stopped cooperation

Manufacturer of machine tools: 4 
years development time –

suppliers stopped cooperation

China teams consciously 
allocated to irrelevant product 

groups (politics)

China teams consciously 
allocated to irrelevant product 

groups (politics)

A multi-corporate enterprise for 
electronics sources for 21 

country branches in 21 countries

A multi-corporate enterprise for 
electronics sources for 21 

country branches in 21 countries

Internal limits China sourcing
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New ways in logistics

Shanghai, September 2009
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Trans Eurasia Express – a new transport solution between China and Europe.
Trans Eurasia Express – General Information

, TEE – Trans Eurasia Logistics
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Freight transport emissions in grams CO2 per 
ton kilometer

Freight transport emissions in grams CO2 per 
ton kilometer

24

35

665

Rail

Sea

Air

Transit times terminal to terminal from China to 
Europe

Transit times terminal to terminal from China to 
Europe

3

18

30

Air freight

Rail freight

Sea freight

Trans Eurasia Express – between China and Europe a new transportation solution to 
cover the gap between Air and Sea

, TEE, EAC research

Price indexPrice index

Product parametersProduct parameters

1

5

11

Sea

Rail

Air

Transit time 18 days (terminal – terminal)

Block train (min quantity 84 thsd TEU), 

company train and public train available

Public train one train per week each direction

Routes defined or per request for company train
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