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Structure and 

processes for 

localization

Homework at 

headquarters

Required 

people & 

qualification 

profiles
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What is your strategy 

for sourcing in 

China? 

Ą Answer the 

question óWhat to do, 

when, where, with 

whomô

éand as much how

as possible.
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Raise the level of 

goods from China 

to _ _ % in the next 

_ _ years



BME_OrganizationalPreconditions_090918.ppt 5

Then decide 

abouté

ÁWhich commodities

ÁFor local or for

group demand

ÁTimeline / Milestones

ÁPlanned savings

Procure

ment
R&D

Produ

ction

Sales 

& 
Mark.

&
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Are these questions 

answered?

ÁDegree of freedom for 

product adaptation

ÁHow to deal with the one-

quality goalé honestly

ÁWhich products are IPR 

sensitiveé and how to 

deal with it

ÁWhat kind of organization 

is required

Procure

ment
R&D

Produc

tion

Sales 

& 
Mark.
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Which quality level 

do I need?

The range of 

suppliers is huge!
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Which quality level 

do I need?

Proven exporters 

are expensive!
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Which quality level 

do I need?

Plain, corporate 

purchasing 

concept is 

required!
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How to manageé

How to motivateé

How to control...

How to coaché

How to enableé

a purchasing 

organization in 

China?
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Success 

Company Ltd.

No-success 

Company Ltd.

ÁCommercial and technical 

documents are in German 

and incomplete

ÁOnly fancy Western 

materials allowed

ÁBusiness managed from 

Germany

Á Insufficient time for Key 

suppliers

ÁCommercial and technical 

documents are updated 

and in Chinese, but at 

least in English

ÁParts are ñDesigned-to-

Chinaò

Á Local purchasing 

organization established

ÁReal Chinese GuanXi

Á Local test lab, 

Engineering & R&D
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Structure and 

processes for 

localization

Homework at 

headquarters

Required 

people & 

qualification 

profiles
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What is the proper 

size and type of 

sourcing 

organization for 

the business we 

are in?
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What is the proper 

size and type of 

sourcing 

organization for 

the business we 

are in?
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Decentralized No division of 

operational and 

strategic 

purchasingManagement 

Board

Europe America Asia é

Purchas 

ing

Purchas 

ing

Purchas 

ing
é

Purchasing 

Head

Buyer 1 Buyer 2 Buyer 3 é
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Purchasing 

Head

Order 

Managem
ent

Commo

dity 
Mngr 1

Commo

dity 
Mngr 2

é

Europe America Asia

Division of 

operational and 

strategic purchasing
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Central purchasing with strategic 

tasks, decentral purchasing with 

operational tasks

Management 

Board

Europe America Asia é

Purchas 

ing

Purchas 

ing

Purchas 

ing
é

Strategic 

purchasing
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How to determine a right-sized 

purchasing organization

Decentral

purchasing

Division

of operational and 

strategic purchasing

No division

of operational and 

strategic purchasing

Central

purchasing

Number of 

countries that 

goods are 

purchased from

Purchase volume

Revenue
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The devil is in the 

detailsé

ésurfing Alibaba 

is not enough



BME_OrganizationalPreconditions_090918.ppt 20

The devil is in the 

detailsé

ÁDrawings and 
specifications canót 
be precise enough

ÁConsider the 

ñchàbu duǾò 
factor in your 
workflows
and organization
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Typical development of China sourcing 

organization

%
products 

from 
China

Time

Start of local 

activities

Set-up of local 

organization

Daily 

business

GM

é

HQ

é
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Process standardization for 

supply base management

New Supplier

Release

Vendor 

Exclusion

Identification of

Potential Suppliers

Escalation

Management

Risk Assessment

Vendor & 

Project Supplier 

Selection

Request for

Quotation

Supplier 

Nomination

Contract

Purchase

Order

Supplier 

Development

Supplier 

Evaluation
Approved
Supplier

List

lessons
learned

Vendor

Database

Tender
Board

Face-in of suppliers

Face-out of suppliers

Daily 

business
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Better a big fish in 

a small pond than 

a small fish in a big 

pond

Ą Pick a supplier 

that suits to you
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Success 

Company Ltd.

No-success 

Company Ltd.

ÁLocally ñNo-Manò show

ÁPurchasing organization 

without clear structures 

ÁObjectives and Roadmap 

unclear and not known 

ÁHQ-organization not 

prepared (QA, R&D,..) 

ÁPoor or even no support 

from HQ

ÁPoor communication and 

follow-up

ÁñMatchingò local 

purchasing organization

ÁAdapted commodity 

management for China 

ÁObjectives are 

communicated and 

broken-down

ÁEffective support from HQ 

ÁRegular communication

ÁKPI, data transparencies



BME_OrganizationalPreconditions_090918.ppt 25

Structure and 

processes for 

localization

Homework at 

headquarters

Required 

people & 

qualification 

profiles
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Staffing dilemma

?
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Western                     or     ólocalô?

ÁHas deal 

making know-

how in China

ÁUnderstands 

how China 

suppliers tick

ÁHas product 

and technical 

know-how

ÁUnderstands 

how the 

headquarter 

ticks
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The local 

organizational 

structure easily 

gets tilted

Organizational structure per 

reporting 

Expat -

Manager

Buyer A Buyer B Buyer C
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The local 

organizational 

structure easily 

gets tilted
Expat -

Manager
Buyer A

Buyer B Buyer C

Organizational structure in 

reality
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Managerial and 

technical expertise 

is more important 

than German 

language skills.
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Which local 

technical and 

process know-how 

per commodity do 

you need - and 

when?
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Personal integrity 

is a must
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This is Mr. Perfect

ÁHe has an engineering 

degree from a German 

university

ÁHe has 5 years 

experience in a multi-

national company in 

your industry

ÁHe knows your products

ÁHis salary is 15 Túp.a.

éand he is waiting for 

your interview
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