


LOOKING TO REDUCEBUSINESS COSTS AND INCREASE COMPANYPROFITS?
OFFSHORE MANUFACTURING COULD BEONE WAY OF ACHIEVING THIS.
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co mmunicate is going to be problematic." Even those w ho can

speak the nat ive language of the country in which they are
manu fact uring may encounter prob lem s. "Many Australian people

speak Chinese, for example," Audrey says. "While they are mostly

quite fluent in the language, discussing manufacturing in a foreign
languag e is difficult - it' s hard to understand when people are

talking abo ut industrial product s or complex statis tics. "

Unfamiliarity with local markets may also cause issues for

businesses taking their manufacturing offshore. Often, the markets

of many popular des tinations for Australian manufacturers are
flooded with manufact urers of varying qualities. "There is massive

competition wit hin the manufact uring industry. However, the

standards offered by these producers vary immensely, and
Australian businesses really need to consider the qualit y that they

requ ire. People always look at the price first, but they need to
consider other fact ors, particularly in a foreign market," Audrey

states. "However, this requ ires co nsiderable investm ent ; it is very ..
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cultural differences between Australia and

China, which can affec t business values
and principles, " Audrey states. "When

dealing with a Ch inese business, an

Aus tralian company really requires a deep
understanding , knowledg e and sensitivity

to the cultural differences. When they have
this cultura l unde rstanding, Australian

businesses can really appreciate what's
involved - the procedure, the risk and the

challenge of working in China."

In addition to the nuanced cultural
d ifferences between countries, a language
barr ier may also exist betw een Australian

businesses and the countries in which they
are manufacturing. "Language is one of the
many barriers that affect co mpanies
sourcing goods from overseas," Audrey

explains. "Obviously, there are other
fact ors, but an inability to even basically
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that the level of quality is different to what

was expected, usua lly because the
measurement of quality and standard is

different. Also , as everyone knows, there

are thousands of manufacturers in China,
with huge differences in quality, credibility

and capacity. For Australian businesses to
have a competitive advantage, they need

to know who they are dea ling with."

Cu ltural differences and a lack of cultu ral

understanding can also cause tension in

the offshore manufacturing process. "It's
fairly clear that there are considerable
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business offshore encounter a range of

difficulties. "There are several common
problems with outsourcing," admits

Audrey. "As a foreign company,

businesses will often experience a lack of
resources. For example, while a Chinese

business will have a comprehensive
network of contacts and relations

throughout China, an Australian business

wi ll obv iously lack that," she says. "A
related problem is the potential lack of

commitment from offshore factories. Upon
selecting a manufacturer with a cost ­

effective price, a company may discover
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~ Offshore manufacturing is a difficult
.. process. But for some businesses,

taking part or all of their manufacturing
process offshore can provide a financial

benefit, as well as other advantages such

as product development, increased
choice, and staff development
opportunities.

While beneficial, offshore manufacturing is

not wit hout its problems. Audrey Sun,
Managing Director of China Manufacturing ,

says many businesses that attempt to
send some or all of their manufacturing
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power to businesses," she says.

The range of pot ential manufacturing
partners is another advantage offered
by working offshore. "Manufacturing
outsi de Australia broadens the choice
of manufacturers that a business uses .
In Australia, the product may be made
by one local com pany . When you go to
China, there's a huge range of
manufacturers that a company can
use," states Audrey. "Membership of
manufacturing associations make s
them accountable, and more
compet itive. This range of
manufacturers has advanced product
knowledge and modern equ ipment, as
well as being hugely flexible. At the
moment, many offshore manufacturers
are in the position to make a flexible
variety of products. Similarly, there is
easy access to related product
categories from linked manufacturers."

China Manufacturing currently works
with companies in a number of
industries to help them receive all of
these benefits. "We work in the energy ,
meta l, consumables, cons truction and
medica l industries at the moment,"
says Audrey . In the future, even more
industries may outsou rce to China. "It's
benef icial to any business that
undertakes manu facturing , distribu ting,
wholesali ng or servicing; they should at
least see what's out there," she
concludes. c
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The benefits of offshore manufactu ring to
Australian businesses are not limited to the
financial arena. As Aud rey explains,
"Obvio usly, an overseas manufactu rer can
save a lot of time and considerable
resources. The expedie ncy of the product
development processes overseas helps
Australian businesses to become more
com petitive in the market. Outside of
Aust ralia, there 's a lot of choice in
up-to-date products, design , development
and knowledge - all of these give a lot of

advanced know ledge, and original ideas
that may not be available in other parts of
the world . It's an excel lent opport unity to
work with companies with vast knowledge
and experience, allowing a business to
save on product development costs."

These op portunities for development also
extend to the staff. "All businesses like to
have in-house experts on staff, but doing
that in Austra lia would cost a lot. In China ,
it's more financially viable to have expert
procurement people or other experts in the
factory," Audrey states . "Fundamentally, by
estab lishing long-term relationships with
reputable manufacturers in China, a
business can save on valuable time ­
setting up an office or staff management
overseas is costly. Working with an
establis hed business is more time and cost
effective."
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hugely beneficial to a business financially .
According to Audrey, "In terms of cost ,
there are many factors that offshore
manufacturing helps to alleviate . Labou r
costs in China are less than in Australia.
Also, overhead costs are lessened - when
you outsource your business, or
components thereof, you can save
considerably in the areas of energy ,
equipment and building," she says. "In
ce rtain areas, like metal casting and
hardware industries , the cost of
compliance with environmental legislation
is less. Product deve lopment cos ts must
also be considered. As everyone knows,
China is the workshop of the world . In
China, there are design capabil ities,

Overcoming these problems is often

difficult for Australian bus inesses to
ascertain the standard and quality withou t
investing considerable time and resources.
Often, by the time an Australian business
can decide that a foreign manufacturer is
appropriate, it has spent the money it
would otherwise save through offshore
manufacturing." This risk is hard to
minimise, and often outweighs the
poten tial gain. "Another common problem
that is faced by Austra lian businesses is
the investment risk - although the pot entia l
profits are huge , the risk posed by a lack
of cultural understanding and resources,
as well as an inability to assess
manu facturers, is also considerab le."

Contact Info
China Manufacturing
www.chinamanufacturing.com.au
Email: info@chinamanufacturing.com.au
Phone: 02 8922 7999
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