
 

The Ultimate Guide 
To Sourcing and 
Manufacturing in 

China



“There is no “Poorly Made in China”. There is only 
poorly understood, badly planned, and  

horribly managed.”
Richard Brubaker – Author of “20 Things I Have Learned About China” 

CHECKLIST FOR IMPORTERS IN CHINA AND LOW-COST 

ASIA 

Pre-production 

Describe the product 

• Write down precise product specifications 

Identify and pre-qualify supplier(s) 

• List potential suppliers that offer the right kind of product 

• Communicate your standard terms (about payment, QC…) The first thing 

is to tell potential suppliers that you’ll have their factory audited before any 

PO is issued, and later their production inspected before any shipment is 

authorized. Mention it right away, from the first encounter/email. If the 

supplier refuses it or looks flaky, it is a red flag! 

• Ask a rough quotation 

• Do a background check on the supplier and an audit of the factory 

http://www.sofeast.com/factory-auditing/


• Assume the vendor is a middleman until proven otherwise, not the other 

way around.  

• Avoid factories that refuse to list the name or location of the production fa-

cility- they probably don’t own the PRC factory and are a middleman of 

some sort. Ask for the company name and address that will be mentioned 

on the invoice. Or, better yet, ask for a pro forma invoice (if both parties 

already have a good idea of the products & pricing) and look at the com-

pany name on that document. Confirm the actual production location and 

ask for ownership papers of the factory. Be explicit that the production lo-

cation may be audited and that this location cannot be changed w/out ap-

proval of buyer. 

• Focus on those factories that can clearly show production experience with 

your particular product or production method.  

• Be aware that polished English skills do not reflect production skills. Often 

trading companies set up the most polished websites.  

• Review the 50-100 candidates’ websites and brochures against client’s 

desired attribute list (but hold of on price until later) and narrow the field 

down to 15 to 20 candidates. At this point, “first contact” is initiated in the 

follow ways:  

• Send an e-mail to ask for a quote. 

Tip. If they do not answer fast (1-3 days) move on, they will give you trou-

ble in the future 



• Are samples available? If they don’t have samples readily available, they 

probably don’t deal in your product on a regular basis.  

• Granted the sales team will be the most polished in terms of English skills, 

but how is their understanding of your basic requests? If you ask for in-

formation on a red umbrella and get sent a sample of a blue shoe, you are 

going to have problems with communication down the road!  

• Another thing is to search these databases of the Chinese Supreme 

Court. Search the Chinese name of their company (in China, not in Hong 

Kong), and see if you find it there. You will be able to see if they were giv-

en a sentence, and if they failed to pay the damages. Unfortunately this is 

only available in Chinese. 

• Open Google or Bing and search “[company name] + scam”, “[company 

name] + dishonest”, and a few variations. Importers who got a bad experi-

ence often try to leave a trace about it on the web (example here). 

• While searching the supplier’s company name, you will likely find the pro-

files they created on several B2B directories. Look at the addresses and 

phone numbers associated with the supplier’s company. If they are not the 

same, or if the supplier doesn’t respond when you give him a call, he will 

have some explaining to do. 

• With a Google search, you might also see that they participated in trade 

shows recently. This is a good sign. A booth is an investment to get new 

http://www.court.gov.cn/zgcpwsw/
http://shixin.court.gov.cn/
http://www.qualityinspection.org/anatomy-scam-1/
http://www.qualityinspection.org/directory-china-suppliers-manufacturers/


customers. And repeated presence in the same trade show is the sign of a 

company that cultivates relationships with the same customers. 

• A sample request is a good occasion to check two things 
If you need to pay for the initial sample charge, insist on wiring money on 

their company bank account. If they can’t give you that information, they 

are probably not a serious supplier. If you need to pay the courier fee for 

sending the samples, don’t just give your account number to the supplier 

— instead, ask your courier to pick the samples up. This way, you know 

the supplier’s address, and you can compare it to the address on their 

business registration (which you should have asked for beforehand). 

You can order a report on glo-bis.com/china. Their “business credit 

report” (BCR) service provides these data: Business registration report: 

legal representative, shareholders, business scope, date of establish-

ment… 

Financial records of the last three years (do they have assets that indicate 

ownership of a factory? Are they heavily in debt? Are they profitable?) 

I also recently found China Checkup, which provides very similar services 

and cater them more specifically for foreign buyer’s needs. I am pretty 

sure the target company is not aware that one of their customer runs this 

type of verification on them. In many cases, though, the customer should 

be proud of it — it shows they are a serious customer, investing to build a 

solid and long-term supplier base. 

• When evaluating a potential supplier do a quick google search on their 

mobile phone number. It often provides great insight into what other busi-

nesses they are connected too. 

http://glo-bis.com/china.htm
http://chinacheckup.com/


• Check linked-in to see if they people you have been dealing with have 

user profiles 

Share product information with potential supplier(s) 

• Ask the supplier to sign and chop an enforceable NDA 

• Share product specs with supplier(s) 

• Send a sample to supplier(s), if applicable 

• Get feedback about product specs 

Develop special tooling/molds with supplier(s), if necessary 

• Find a price agreement 

• Get a development agreement signed and chopped by the supplier 

• If necessary, wire money 

Develop samples with supplier(s) [for a new product] 

• Supplier sends 1st sample 

• Client comments about 1st samples 

• If necessary, supplier sends more samples 

• Approval of golden sample 

• Comments for production 

Develop samples with supplier(s) [for a new labeling or packing] 

• Supplier sends 1st sample 

• Client comments about 1st samples 

• If necessary, supplier sends more samples 

• Approval of golden sample 

• Comments for production 



Finalize product specs 

• Confirm with supplier that product specs are correct 

Issue PO, confirm 1 supplier 

• Select 1 supplier 

• Make the product spec sheet an exhibit of the purchase order 

Production 

Authorize the supplier to start production 

• Get a manufacturing agreement signed and chopped by the supplier 

• Launch the payment process (transfer of deposit / opening of letter of cred-

it) 

• Remind the supplier to book the materials/components immediately 

Comment on production samples 

• Supplier sends samples taken from mass production 

• Comment on samples 

• If necessary, supplier sends samples again 

Inspection/testing during production 

• Share PO & share product specs with inspection firm/staff 

• Get an estimate of the price/time necessary, and confirm 

• Tell supplier about inspection plans 

• Supplier proposes timing of inspection 

• Get report & give feedback to supplier 

Book shipment with a forwarder 



• Get quotes and compare them 

• Confirm a quote 

• Start tracking shipment with forwarder 

Approve quality before shipment 

• Share PO & share product specs with inspection firm/staff 

• Get an estimate of the price/time necessary, and confirm 

• Tell supplier about inspection plans 

• Supplier proposes timing of inspection 

• Get report & give feedback to supplier 

• If necessary, proceed to re-inspection and issue a debit note to supplier 

Transport 

Shipment 

• Forwarder advises closing date 

• Authorize shipment 

• Forwarder confirms the products were made available in time 

• Forwarder confirms the products were shipped out 

• Supplier sends a copy of the documents 

• Confirm that the documents are all correct 

Final payment 

• Check the quantity of shipped products 

• If payment by bank wire: transfer the balance 

• Supplier sends all original documents 



• Confirm receipt of all original documents 

Customs clearance 

• Forwarder/agent applies for clearance 

• Payment of import duties 

Domestic transport 

• Arrange domestic transport 

• Confirm receipt of products 

Warehousing 

• Arrange sufficient manpower and space 

QC on incoming products 

• Share PO & share product specs with internal QC staff 

• QC service checks conformity & quality 

• If necessary, give feedback to supplier and inspectors 

Another checklist part 1 

Another checklist part 2 

Great link on the whole roundabout of steps 

Describe the product 

The sticky thing about controlling orders in China is that you can give the factory 

a list of 9,999 things to do and not to do, but they will still find something that’s 

NOT ON THE LIST! 

http://www.foreignentrepreneursinchina.com/2012/05/china-101-sourcing-from-china-survival-guide-part-i/
http://www.foreignentrepreneursinchina.com/2012/06/china-101-sourcing-from-china-survival-guide-part-ii/
http://qualityinspection.org/quality-assurance-strategy-china/


You’ll see factories make decisions that, in a million years, you would not have 

considered they would make. Something random, such as change the color 

when no color change was ever discussed, mentioned or needed. 

Chinese manufacturers are accustomed to manufacture products according to 

the buyer’s product specifications. If you leave something out, they’ll fill in the gap 

for you (this means you may get a product label in Chinglish, rather than 

English). Your product label specification shall include the following: Layout and 

text, Font, Pantone colors, Images, Dimensions, Print or sticker position Label 

material (paper or cardboard) Getting this material “confirmed” by your supplier 

through email is not enough. Refer to all relevant files in the Sales Agreement, 

and get a photocopy of the product label signed and stamped by the supplier be-

fore production begins. 

What a product specification shall include 

   

There’s no template that works for every single product. Obviously, a product 

specification for solar panels looks completely different compared to a product 

specification for a wedding dress. However, the essence of a product specifica-

tion is that everything that defines the product design, function and quality shall 

be clearly specified. Thus, a product specification may include, but is not limited 

to, the following: 
   

• Design (Design draft or 3D design file) 

• Colors (Pantone or RAL colors) As a buyer or importer it’s crucial that you 

designate clearly and later verify the colors that are used in your products’ 

packaging, materials, product markings, and above all, logos and trade-

marks. Consider Variations Due to Application: A blue background 

leads to a bluer color. A matte finish makes the color darker. If you just 

give the Pantone number to the supplier they may use just that. Without 



direction, assume the factory will not forecast results. Most factories will 

focus on dying a color to match a Pantone, instead of visualizing the effect 

and the finished product to match the Pantone. Now do you see why I 

said, if this is done right, is truly a high-skilled position?What you want isn’t 

the Pantone number. You want the color applied to that background (which 

could include material or color or texture) to LOOK LIKE THE PANTONE 

NUMBER. 

A Physical Sample:  

It’s always a good idea when possible to send a physical sample to the 

factory of that color on that material or at least of the color. This way, along 

with the Pantone color, the factory has a physical point of reference. You 

may have to hammer home the idea that “this is the Pantone number, but 

on this material it should look just like this sample.” 

• Dimensions and dimensional tolerances (i.e. 350 mm +/- 5 mm) 

• Weight and weight tolerances (i.e. 400 g +/- 15 g) 

• Material specifications (type, weight, treatments, colors 

• Components (e.g. model, brand, performance requirements, functional re-

quirements) 

• Certification requirements (e.g. CE, REACH and FCC) 

• Chemical requirements (e.g.. surface treatments and content) 

• Functional requirements 

http://bit.ly/1fFLzcD


• International quality standards (e.g. IP65) 

• Logo (design file, dimensions, print position, type of print, colors) 

• Product packing (design, dimensions, layout, colors, materials) 

• Export packing (print, dimensions, carton quality) 

• Design elements (e.g. collar) 

• Fabric type (e.g. 96% cotton and 4% spandex) 

• Fabric weight (e.g. 120 gem) 

• Printing or embroidery (e.g. screen-print) 

• Seams 

• Textile label (design files and dimensions) 

• Compliance requirements (e.g. AZO-free colors) 

   

Providing the supplier with general guidelines is not enough. You must be overly 

clear. Your product specifications shall be so crystal clear that the supplier simply 

can’t find an excuse to misunderstand them – or use cheap and substandard 

components without your knowledge. Once you have approved some tolerances, 

put all your specifications on paper and get your supplier’s signature on them. 

You have already done half the work to establish and enforce a relevant quality 



standard. The key to avoiding this issue is to make the supplier aware that it is 

facing a serious risk of losing a lot of money if it tries to cheat you on quality. 

Before issuing an order, your quality department or your QA service provider 

should define very precisely what you expect to receive. Describe the product 

and its performance/resistance requirements, but also the packaging and the la-

beling. Whenever applicable, set limits and tolerances. Get the supplier to accept 

the spec sheets (after discussions and revisions if necessary). And make them a 

part of the contract. 

While few Chinese suppliers are manufacturing product packaging in house, 

most have established relationships with subcontractors specialized in packaging 

and printing. Therefore, you don’t need to bother with locating a product packag-

ing supplier by yourself. However, In case the suppliers subcontractor is not able 

to provide a satisfying product packaging, you may still source one on your own. 

That said, it comes with certain complications. The packaging must still be deliv-

ered to the final assembly supplier. 

When buying product packaging from China, you basically have two op-

tions. You either use an existing product packaging, or you design one on 

your own: 

Option #1: Custom designed product packaging 

This approach is somewhat complicated. First of all, you must design the pack-

aging according to the product shape and dimensions. Never rely on your suppli-

er to make final adjustments to your packaging design. Chinese suppliers are ac-

customed to a “make to order” approach, and simply forward clients product 

packaging designs to their subcontract. Unless you have previous experience 

http://www.chinaimportal.com/blog/product-packaging-china-guide/


designing product packaging, you may want to get help from a professional. If 

you decide to do it yourself, keep track of the following specifications: 

• Material (e.g. PVC plastic) 
• Lock type 
• Surface lamination (e.g. glossy) 

• Thickness 
• Outer dimensions 
• Inner dimensions 
• Printing (e.g. Silk screen printing and Offset printing) 
• Pantone colors 

Customized product packaging also requires additional tooling. Tooling costs are 

always paid by the buyer, but varies depending on the type of tooling. That said, 

product packaging tooling costs are usually quite low, and rarely adds up to more 

than a few hundred dollars. 

Option #2: Using a factory designed product packaging 

Using an existing product packaging design comes with two benefits. First of all, 

the packaging design is already tested and based on your products design and 

dimensions. That’s quite a bit of time and money saved right there. Secondly, the 

tooling is already paid for by the supplier, or its subcontractor, and can be used 

free of charge. Even if you do decide to use a factory design, you can still add 

your own touch by customizing the layout. The layout must of course be based 

on the packaging design and dimensions, but most suppliers can provide you 

with a digital template. 



If you don’t specify your expectations in detail, a factory technician will take the 

decision for you, based (most probably) on cost savings. And you will not even 

be able to protest when you notice it. 

Consumers have the legal right to know where a product has been made, before 

they make a purchase. If the country of origin (e.g. Made in China) printed on the 

product unit, is not visible through the product packaging, the country of origin 

must also be printed on product packaging. 

Identify and pre-qualify supplier(s) 

Quality inspections are “company policy” 

Make sure the suppliers see that quality control is part of your work process and 

that it is not negotiable. 

I suggest to new buyers that they proactively let factories know what to 

expect.  For example, we try to lay out very clearly before we pay deposits 

that we really are going to be VERY strict and we’re expecting to follow 

our agreements and standards exactly.  Tell potential suppliers that you’ll 

have their factory audited before any PO is issued, and later their produc-

tion inspected before any shipment is authorized. Mention it right away, 

from the first encounter/email. If the supplier refuses it or looks flaky, it is a 

red flag! We spend a lot of money and time to get people into factories 

BEFORE we pay any monies just to make these things clear to multiple 

levels of factory management.  We want factories to know that we are not 

going to under-deliver in anyway on our promises to be really strict when it 

comes to QC and getting everything as close to 100% as physically possi-

ble.  I figure I may be a pain in the butt, but at least I’m going to be honest 

and upfront about it. Your suppliers have a strong aversion to final random 

inspections, and it will probably never change. But you can do something 



to reduce the pressure they feel. You can tell them that inspectors only 

record information, and decisions are always taken by your company in-

dependently of the inspector’s conclusions. You should tell the supplier 

from the beginning that you intend to inspect and test the products before 

the final payment. Some suppliers will quote you a higher price and some 

will pull out, simply because they base their pricing on products that can-

not pass testing or for some other reason are non-compliant with your re-

quirements. 

Sending the first email 

In Comparative Negotiating Styles 101: US and Europeans in China, Andrew 

Hupert describes how Americans tend to approach negotiations and how it plays 

out: 

“American deal-makers in China like to start out from a position of strength, 

which some negotiators equate with power and toughness. Their plan is to intim-

idate early and then become nicer and more cooperative later on, as a conces-

sion. To Americans, the relationship is the reward. Unfortunately, this often trig-

gers aggressively competitive behavior from the Chinese side, since they inter-

pret the initial American position (aggressive tough-guy) as a rejection of Chinese 

relationship-building overtures. Even though the American plans on ending up 

with a cordial relationship, it can be hard to put this train back on track if there is 

a misunderstanding in the early days.” 

How to cold email Chinese factories – includes template script 

http://www.chinesenegotiation.com/2012/01/comparative-negotiating-styles-101-us-and-europeans-in-china/


Have you ever found a list of 10 factories on alibaba, sent out a bunch of emails, 

and gotten basically no response? I hear this complaint all the time- from people 

who think that the Chinese factories are a bunch of jokers. 

But… 

When I email factories, their response rate is 90% or better. 

What am I doing differently? And who is really a joker? 

Flip the script 

When a factory (or trader, or anyone) advertises on alibaba, their sales guy is in-

undated with emails. Most of those emails are from tire-kickers who will never 

make a purchase- the buyers are either dreamers, or they are trying to get price 

quotes to use to negotiate with their current factory. 

So your job in sending an email is to establish that you are a legitimate customer 

who actually wants to do business. In other words, credibility. 

An actual email I sent to a factory that is now a supplier 

From: Peter Keller <xxx@fringesport.com>  Date: 2012-xx-xx 14:21:45  Subject: 

Rubber Bumper Weight Plates for Olympic Weightlifting for USA Market  To: 

sales@xxx.com 



Good day! 

I am looking for a 40' of rubber olympic weightlifting bumper plates for the US 

market. If our initial order goes well, I think I can order a 40' every month. 

Can we begin discussing this business? 

My skype is xxx and my US mobile is 1.512.xxx.xxxx. We have been selling 

these weights very well from a US supplier so far. 

Thanks, 

Peter Keller  VP  FringeSport   

M- 512.xxx.xxxx   

S- xxx   

http://www.fringesport.com/ 

Let’s break this email down 

• From- I use an actual company email address, not a gmail or other “per-

sonal” email address 

• Subject- A little wordy, but right to the point. I note what I am looking for, 

and for what market 

• To- I found this address on the website of the factory. I found this factory 

on Panjiva. 



• Good day!- I always try to start my emails with some salutation, then 

quickly get down to business 

• I am looking for a 40′ of rubber olympic weightlifting bumper plates 
for the US market. If our initial order goes well, I think I can order a 

40′ every month.- I let the factory know the exact commodity I am looking 

for, and the quantity I can place for my first order. Then I let them know 

that my first order is not a fluke- I want to create a long-term business with 

frequent reorders. Due to my experience in this market, I know the facto-

ry’s Minimum Order Quantity (MOQ) is likely 4-5 pallets of  plates. A con-

tainer is about 12 pallets, so I am cresting the presumable MOQ by quite a 

bit. 

• My skype is xxx and my US mobile is 1.512.xxx.xxxx. We have been 

selling these weights very well from a US supplier so far- I provide 

additional contact info here. Most Chinese factories are on Skype- so it is 

convenient to chat and negotiate this way. I also mention that we are cur-

rently selling a similar product- so we have experience in the market. 

• My signature- I provide additional contact information here. Note that I list 

myself here as the VP. I don’t like to cold email factories as the CEO- I feel 

like this gives off the odor of “small company” since in a large company, 

the CEO would not likely be cold emailing factories about small orders. 

• In general- I chunk the information in the email, breaking up the text into 

discrete paragraphs. I use small, commonly-used words, and I don’t ask 

for a whole list of things. 

The goal of the first email 



The goal of your initial email is to establish yourself as a legitimate lead for their 

sales team, and to get a response from which you can elaborate. 

What I didn’t ask for in the first email 

I didn’t ask for any actionable information on this email! On the factory’s re-

ply, they did not include the pricing, their lead times, terms of sale, or anything 

else. All they did is reply and express their interest in talking about business. 

This means the factory considers me a credible lead- and not just some 

yahoo who tossed off an email. Once you get contact with the factory, then it’s 

time to work on these things. 

So when do you find out the pricing, lead times and more? 

I usually follow up on an email like this with a chat conversation on Skype. I do 

this at night (US time) so I am contacting the factory sales guy during his work-

day. I like Skype since I get a bit of a feel for the style of the sales person, and I 

am able to have a back-and-forth discussion. This back-and-forth can condense 

days or even weeks of email conversations into a 30 minute Skype session. 

Next 

Great to watch when learning the different types of Chinese negotiation styles 

Next 

http://qualityinspection.org/china-manufacturer-distributor/


1. Contact 10 to 50 potential suppliers on online directories or trade shows; 

2. Ask them about their export market, their size, etc. to avoid obvious misfits; 

3. Request a quotation, and call them to speed the process up; 

4. Eliminate the cheapest offers if quality is important to you; 

5. Work more closely with the remaining candidates, visit/audit factories; 

6. Ask them to develop samples and to refine their pricing; 

7. Allow them to launch production once you get a perfect sample in hand. 

Here is the sequence I advise importers to follow, when they source new suppli-

ers: 

• Get in touch with at least 10 potential suppliers, and ask some questions 

(about their main market, their size…) to evaluate if they are good fit for 

your needs. 
• Request quotations (FOB, in USD) from them, to get a first pricing (without 

giving any target). 
• Be in touch with them briefly on the phone, if possible. Human contact will 

show them that you didn’t sent that RFQ to 100 suppliers, and they will be 

more inclined to give a fast response. 
• You will likely see several very similar quotes: that’s the “market price”. 

Eliminate all the “outliers” that gave prices 20% higher or lower than the 

average. (If you are consciously looking to buy above the market price to 

get above-average quality, keep the highest quotes). 
• If you have a team on the ground and if all candidates are in the same 

area, this is the best time to visit their factories. If this is not easy, continue 

discussing via email and phone, and pay for factory audits once you have 

narrowed your search down to 1 or 2 candidates. 
• Give more information about your product and your quality requirements 

to the most interesting candidates. Don’t hesitate to give them your target 

price if it is very different from what they offer you. Ask them to justify their 

price level precisely. 

http://www.qualityinspection.org/directory-china-suppliers-manufacturers/


Speak in Bullet Points, Pictures, Samples and Facts: This point is akin to the 

above “asking for proof point”. 

In your communication, speak to-the-point. I’ve seen the supplier get confused 

and implement something erroneous in to the production because the buyer was 

very wordy and the supplier was unable to determine what was important and 

what wasn’t. 

Make your emails bullet-pointed and ask the supplier to reply under each point. If 

the supplier doesn’t reply to a point, don’t move forward until they do. This takes 

time, because if you send 6 points, they may respond to 3 or 4 and leave some 

blank for whatever reason. This doesn’t mean they are clear or got it. This may 

mean you need to press that point. 

Send photos when you can. Don’t rely on your description as much as a photo or 

a physical sample. Let visuals do the talking. They have different names for dif-

ferent processes than you do. 

If there is a long chain of messages to clarify some points, always finish the trail 

with one message that includes all your new points in a neat format. It will take 

you 10 or 15 minutes of your time but it will also prevent lots of mistake. And if 

mistakes occur, it will provide a great reference to start from to define that the 

problem comes from the supplier and they have to fix it. 

How to get the factories you want to deal with you 

Sometimes this is easy- the factories are hungry for business. Sometimes this 

can be hard. Why? While factories in general just want sales volumes, there are 



fixed costs associated with customers. Look at it this way- the amount of time a 

sales person must dedicate to a Wal-Mart buyer may be the same or even less 

than the amount of time he dedicates to a new, low volume customer. 

So, from the beginning you must show confidence in yourself, your idea, and 

your volume. Don’t lie to the factories about your projected volume, but I do often 

talk about “optimistic” projections of year one volume- and I often refer to my ini-

tial order (if small) as a “sample order.” 

Try to also always maintain forward momentum with a factory. Factories tend to 

hate it if you discuss a project with them, then drop the project for a while, then 

come back to it. This is flaky behavior, and just as you don’t want a flaky factory- 

they don’t want a flaky customer. 

And another secret weapon- work the social angle with factories. All over the 

world, business is done person to person. When you can make an emotional 

connection with a sales person or laoban, you can make them your friend instead 

of your acquaintance or adversary. This can be huge! One of my factory laobans 

tells me my competitors’ plans, their pricing, and everything he knows about their 

competitive moves. He does this because he is my friend and he wants to help 

my business. 

When possible, visit the factories. See your sales people and the laoban (boss) 

in person. Try to go to dinner and potentially after dinner entertainment with the 

laoban. Be genuinely interested in these people’s lives and well-being. Find out if 

they have spouses and children, where their hometowns are, etc. If the laoban 



and sales person like you, you can open doors that you might not be able to oth-

erwise. 

"  

Chinese suppliers struggle with low profit margins. It’s simply not possible for 

them to offer a 10 – 20% price reduction, unless the price was way off to begin 

with. Asking them to lower the price with anything more than 0.5% – 2.0% is the 

same thing as asking them to lose money on your order. 

·  Your supplier will never accept to lose money on an order; if that’s what they 

pretend, it might well be bluff.  

·  Always allow at least a small margin on your orders, or the factory will look for 

a way to reduce its costs and might create a disaster. 



Always have plenty of supplier options available until the moment you place your 

order. This means that you need to negotiate with many suppliers at a time. 

Never make any promise or confirm future orders. This makes the supplier feel in 

control. 

When you’ve withdrawn from a negotiation, then that’s it. If you keep coming 

back you’ll like you’re out of options. This certainly doesn’t give the supplier any 

incentive to reduce the price. 

The MOQ should not be discussed until after more important details are clarified, 

including previous compliance and whether the supplier can match your quality 

requirements as a buyer. 

In most cases, the majority of quotes will revolve around a certain price. It is the 

“market price” in China at that point in time. You should avoid the outliers that of-

fer prices 20% below that price. If it is too good to be true, a degree of deception 

is probably involved. Some suppliers want to start developing a product with you 

and manufacturing it for you, and they will find reasons for increasing the price 

along the way (usually after the deposit for the first order has been wired). 

When you’ve sent out your enquiry to 20 – 25 suppliers (we explain why here) 

you can expect to receive quotations from roughly half of them. The “conversion 

rate” is likely to be much lower if you are not providing clear product specifica-

tions though. Assume the quotation you receive is incomplete. Ask your supplier 

questions. Did they consider the needed quality level? Did they factor cost for 

testing? Did they include safe export packing? 

I know this sounds elementary, but if you don’t have time to go back over impor-

tant details with the supplier, then you want to forecast what the supplier possibly 

missed and make provision for it.  

It’s important that the quotations contain the following information: 

http://bit.ly/1c7Md0A
http://bit.ly/1c7Md0A


• Product images / Link to Alibaba product page 

• Product Specifications 

• Minimum Order Quantity 

• Pricing 

• Incoterms 

• Export packing 

A word here on pricing of my import 

When requesting prices to suppliers, many buyers will only described part of their 

expectations.  But they will also have some implicit expectations such as type of 

quality control and test reporting, packing, level of service during warranty. 

In most cases, this will lead to misunderstanding with the suppliers. Or it will give 

leverage to the supplier to argue for price increases in later stages of negotia-

tions.  It is always best to explicitly list the aspects that need to be covered in a 

price quotation. 

It does not have to be complex; a simple list may be enough. 

All prices will include the following: 

http://www.sofeast.com/calculate-landed-cost/


• Price of the product as per attached specifications 
• Testing and control 
• Packing for sea transportation, using EURO pallets 
• Delivery “Relevant Incoterms” 
• Cost of any certification required for export 

Tooling will be quoted separately, with the estimated life time of the tool 

In some cases, it will be more complex, especially when the project includes fac-

tory acceptance or on site commissioning abroad. In some cases it is important 

to specify the expectation in more details. 

For instance: 

• Specific QC or certification required 
• Packing type or material to use for packing or environmental data for the 

packing 
• Specific list of documentation required 

Secret weapon #1 

Customs databases- my favorite is Panjiva (aff link) 

Every shipment that is customs cleared into the US has its packing list logged as 

public information. There are a number of companies that take this info, catalog 

it, and sell access to their database. I subscribe to Panjiva (starting at $99/mo). 

When I am looking for a factory to produce commodity x, I identify the brands im-

porting these items into the US, then I search for them on Panjiva. Sometimes 

the name of the brand and the name of the importer are different. For example, 

my company is FringeSport, but I typically import under my LLC- Hypertrophy 

Ventures, LLC. 

http://panjiva.com/invite/MTMwNw


A good way to suss out the corporate parent of a small to mid-size brand is to run 

a WHOIS search on the web domains used by the brand you are researching. 

Sometimes smaller importers or less sophisticated companies will import under 

the name of one of the principals, as well. If you are having trouble finding import 

records for a company, make sure you try all permutations of their name, their 

brand name(s), owners names, etc. before you give up. 

Once you find the brand in Panjiva, look at their “shipments” info- this will list all 

their shipments that were customs cleared into the US, along with a brief descrip-

tion of the commodity imported. Once you have found a factory with this method, 

click on the factory’s info in Panjiva, then check out the factory’s volume, other 

customers, and other info. 

"  

Want to see where Lululemon makes their pants? 

Now google the name of the factory to get contact info. Panjiva usually lists some 

contact info on their site, but I prefer to go to the website of the factory directly- 

the info is usually up to date, and I have had a good response rate with this 

method. 



Bonus tip for the secret weapon- you can do some limited searches on Panjiva/

Datamyne/etc. without subscribing. So, if you’re not sure you want to drop $99/

mo, google is your friend. 

Secret weapon #2 

Hustle and human intelligence 

When you are working in an industry, you need to keep your ear to the ground to 

always be open to opportunities. Some of these opportunities are listening and 

finding factories and secrets when people mis-speak. And, my dad always told be 

to be smart enough to know when to shut up and just listen. 

For example, the way I found my bumper plate factory is that I was in Taichung, 

visiting with a barbell supplier. I was talking with the sales rep and I mentioned 

that I was going to finish my trip in Qingdao before heading back to the US. He 

said, “Oh, you must be going to see factory xxx.” I was not, but I lied and said 

that I was. We then talked about his thoughts on factory xxx, e.g., that it was the 

best bumper plate factory. 

So after I met with him, I hit google, found contact info for factory xxx (a new fac-

tory on the scene with no major customers yet in the US), and reached out. I vis-

ited the factory days later, cut a PO in a week, and now they are my best factory 

partner- and I am busily working on securing exclusivity in my market. 

I found my current barbell factory in much the same way. 



Another example of hustling is how we found a workshop in the US to manufac-

ture wood gymnastics rings for us. We took a competitor’s wood ring to a bunch 

of different wood shops (found via google) and asked them to make a run for us. 

We were declined by everyone. 

Finally, one shop said, “I can’t make that- I don’t have a cnc router”- or some 

such piece of heavy equipment. So we googled the tool and found a manufactur-

er in the US for the tool. I called them and asked if they had sold any into Austin. 

They gave me the phone number of their customer, who then became our sup-

plier. 

Additionally, I have a number of contacts in the industry now with whom I have a) 

friendship and b) informal information sharing relationships. I have shared with 

them information that I “should” not have shared with them (per non-”mindset of 

abundance” thinking.) They reciprocate. So, if I am stumped, I call one of my con-

tacts and ask them if they know the answer. 

Extremely spammy, totally non-secret weapon #3 

Everybody knows about alibaba.com these days- just go online, search for your 

commodity, and you’ll get a wealth of factories offering to mfg for you. 

However, I mainly use alibaba for 2 things: 

• Getting reference pricing- so I can get an idea of where my pricing 

“should” be from my preferred or current factory partner 

http://zenhabits.net/how-to-create-the-abundance-mindset/
http://zenhabits.net/how-to-create-the-abundance-mindset/


• Figuring out where the manufacturing clusters for a specific commodity 

are- so I can visit those areas (and also help figure out who is a trader vs. 

who is a factory) 

You can use alibaba- it’s cheap (free!) and easy. But it’s overrun with trading 

companies masquerading as factories. 

Generally, you do not want to be dealing with a trading company- they insert a 

layer of (mis)communication between you and the factory, and often they don’t 

add value- they are just middlemen. 

Since alibaba is so easy, I do make it a part of any factory search- just to see if 

some factory shows up on alibaba, but not through my #1 and #2 methods. 

A fourth great way- but no silver bullet 

Canton Fair 

Canton Fair is the largest export commodity show in the world. It takes place in 

Guangzhou twice a year- spring and fall- and each fair has three phases. In each 

of the phases, different factories come from around China (and increasingly, the 

world) to open a booth and show their wares. 

As I mentioned above, there are three phases. When you go to Canton Fair, you 

must be sure to go to the correct phase for your commodity. For example, I used 

to deal in appliances. Appliances are Phase 1, which occurs in April and October. 

I now deal in sporting goods, which are Phase 3- May and late October. 

http://www.cantonfair.org.cn/en/


If you have an idea for a product, Canton Fair is a great place to go. You can 

walk the aisles of the Canton Fair and see many different factories in a morning 

or a few days. You can make contacts, get reference pricing, see some “golden 

samples” in the booth, and schedule factory visits for after the Fair. 

Canton Fair is most valuable if you do your homework before and after the show. 

Before the show, you should find out some of the factories that you would like to 

have meetings with, reach out to them, and schedule meetings. In this way, you 

won’t be seeing the sales reps cold- they’ll know a little about you. 

Conversely, after the show, you must take the burden of following up with facto-

ries. The sales reps see dozens to hundreds of people over the course of the 

show, and unless you follow up, many times they will forget you. 

Canton Fair is a great way to find factories- it gives you an immediate face to 

face contact with a factory, and you can have substantive discussions at the Fair. 

However, it is by far the most time consuming and costly way to identify factories, 

which is why I have listed it last. I am a strong believer in visiting your factories in 

person if you are serious about your business, but I advise going through meth-

ods 1-3, and then scheduling a trip to the fair. 

How to vet the factories 

All factories are not created equal. Pricing, quality, human rights, professionalism, 

lead time, ability to work on modifying OEM designs or helping to create ground-

up ODM designs are all aspects upon which factories will differ. 

The short version of how I vet factories is that I rely on social proof for the initial 

vetting process, and then I rely on our discussions or business dealings for the 

remainder. 



You can also hire an inspection company to do a factory audit at the beginning of 

your business dealings to look at things like turnover, professional organization, 

human rights, etc. 

For social proof, I have found that if a factory has large customers, the factory 

likely has its ducks in a row re: professionalism, human rights, and things like de-

livery times. I’ll expand more on this point with a later post, but this is a quick 

shortcut. 

Additionally, you should be discussing deal points with all of your potential facto-

ries to get an idea for who will be the best to work with. You must beware of fac-

tories promising the moon, only to underdeliver- but in my experience this mostly 

happens when you represent a lot of business for a factory that really needs it. If 

you are a start-up trying to get a foot in the door, you will likely not have a ton of 

factories making large over-promises to get your business. 

Trick Questions to ask 

1) Ask manufacturers if they are a hundred percent free of defective and 

damaged goods. If they answer yes it’s a good sign they are untrustwor-

thy. No factory is a 100% free of defects. 

2) Ask manufacturers if they (Alibaba.com) can pay the VAT for you.  If they 

say yes this is highly unusual and could be a sign of a scam. 

http://www.alibaba.com/


3) Manufacturers that don’t allow a quality inspection or factory audit always 

got something to hide. In order to weed out unreliable manufacturers early 

in the process, I suggest that you tell them about upcoming quality inspec-

tions and sample testing as soon as possible. 

Factory certifications -  

Check to see if the vendor is in a Quality Management System (QMS) such as 

ISO9001. Viewing the certificate is not enough. You need to identify the ISO 9001 

registrar that granted the certificate (this will be given on the document), and in-

dependently confirm with that registrar that they have the company and certifi-

cate on record. Further, it’s wise to confirm that the registrar that gave the certifi-

cation is itself accredited (e.g. by CNAS in China). ISO compliance require more 

than having a quick check up before the products are packed and shipped. The 

supplier is required to inspect incoming raw materials and components before 

production, set up inspection stations during productions and do final inspections 

after production. 

City, Province:  

Many cities in China are highly specialized in one or more industries. If you are 

sourcing consumer electronics for example, you will discover that Shenzhen, 

Guangdong, is very dominant. A manufacturer is dependent on the surrounding 

support industries such as logistics, component suppliers, raw material suppliers 

and labor. For this reason, a supplier that is based in an industrial cluster is likely 

to be more competitive than a supplier that is not. 

• The first thing you do is ask the Chinese company to send you a copy of 

its business license. Do not be afraid to do this. Chinese companies do 

http://qualityinspection.org/iso-9000-factory-audit-china/
http://www.cnas.org.cn/english/index.shtml
https://www.chinacheckup.com/kb/explanations/why-check-chinese-company-registration


this all the time. If the Chinese company refuses to send this to you, walk 

away. A serious manufacturer shall also not hesitate to provide access to 

their documentation, including their business license, QMS certification, 

product certification and laboratory test reports. Manufacturers refusing to 

give you access to the mention documents either don’t want you to see 

them, or simply don’t have any! No matter what reason they come up with, 

always stay away from such suppliers. 

• Ask to see a copy of the business bank account license. 

• Ask for & verify the authenticity & validity of your suppliers existing test re-

ports. There are plenty of faked test reports out there; some are obviously 

fake while other look very authentic. The only way to find out is to ask the 

issuing company (i.e. SGS and TUV) to verify the authenticity and validity 

of the product certificate. I’ve spotted more than a few fakes over the last 

few years. In some industries, especially consumer electronics, fake prod-

uct certificates are more common than real ones! ask your suppliers if they 

have certifications from a international lab. Then you can contact that lab, 

tell them the report number, and ask whether it is legitimate. It does not 

eliminate risks on your side, but it is better than nothing. you should tell 

your supplier from the beginning that you will run lab tests on their goods. 

Some of them will increase their prices, others will refuse your order. It is 

an easy screening method. 

• You then need to have someone fluent in Chinese and with knowledge 

about Chinese business licenses examine the one that you have been 

sent. Our China attorneys typically look at these for the following: 

http://www.sgsgroup.com.hk/
http://www.tuv.com/en/greater_china/home.jsp
http://www.qualityinspection.org/testing-laboratories-china/


o To determine whether it is real or fake. We do this by comparing the 

information on the business license provided to us with the corre-

sponding information on the relevant Chinese government website 

— typically the local SAIC — State Administration for Industry and 

Commerce). If the business license you have been provided is 

fake, you walk away. 

o To see when the company was formed. We like to compare what 

the real business license says against both what we were told (by 

email or whatever) and also what the Chinese company says on 

both its English language and its Chinese language website. If 

there are different years given in different places, we get suspicious 

and we ask more questions. 

o To see where the company is located. We like to compare this too 

against both what we were told (by email or whatever) and also 

what the Chinese company says on both its English language and 

its Chinese language website. If there are different addresses given 

in different places, we get suspicious and we ask more questions. 

o To see what the scope of the Chinese business is, as listed on its 

registration. If the scope is “consulting” and our client thinks it will 

be ordering ten million dollars worth of widgets from a factory, we 

get really suspicious. Looking at the scope is a good (though not 

always fool-proof) way to determine whether you are dealing with a 

manufacturer or a broker. 



o To see the amount of registered capital. If the amount is too low, the 

odds are good that it is not a manufacturer. If the amount is really 

high, the odds are good that this is a big company. 

Mistakes a fraudulent company will nearly always make some mistake in its 

documents:  

Put the documents you receive under a microscope because the fraudulent com-

pany will nearly always make some mistake in its documents. In my career, I 

have caught the following, all of which threw up massive red flags: 

• Company claimed to have a multi-million dollar account at a non-existent 

bank; 

• Company documents showed a subsidiary in the Marshall Islands, yet al-

ways spelled the country as Marshal Island. It had no such subsidiary; 

• Company claimed to have a branch office in a particular city, yet its docu-

ments on that branch office (including supposed government documents) 

put that city in the wrong province; 



• Company claimed to be bringing in twice as much product as physically 

possible on a particular ship; 

• Company claimed to have been shipping out product on a particular ship 

that did not exist during the first few years when the product was allegedly 

being shipped; 

• Company claimed to have won an IP lawsuit in a country’s Supreme Court 

(they produced the Supreme Court’s decision and everything), but there 

had never been such a case. 

• All business in China must be VAT registered if they make taxable transac-

tions. Because of this, all Chinese suppliers should be able to show you a 

valid tax registration certificate. This is by no-means bulletproof, but may 

catch some of the lazier scammers out there. 

Review Other Company Certifications 

The “Other Certification” link can be found under “Company Certification”. 

Certification compliance is not mandatory for Alibaba suppliers; so don’t be sur-

prised if many suppliers don’t have any “Other Certification” page at all. 

Key Facts 



• Compliance requires more than testing; products need to be produced 

with specific materials and components. If you don’t clearly specify that 

your products must comply with a certain standard before you place the 

order, the products will not be compliant. 

• Far from all suppliers in Asia have the knowledge about which and where 

certain product standards apply, even less have the capability to actually 

manufacture products that comply with European and/or North American 

product standards. 

• Many suppliers seldom update their Company Profiles. If you have a hard 

time to find suppliers with the right certification listed in the “Other Certifi-

cation” page, then send out a message and ask them directly whether or 

not they can comply with the required certification standard. It’s quite 

common that suppliers can offer more than what’s shown in their Alibaba 

profile. 

• An easy way to find compliant products is to type in the Product name and 

the certification standard in the Alibaba product search. [E.G. Mp4 player + 

CE] 

• You shouldn’t need to wait for two weeks to get your emails replied. Manu-

facturers that lack interest in your order are not worth your time. Some 

Chinese suppliers also tend to avoid answering certain questions. If they 

deliberately avoid answering critical questions related to compliance, 

manufacturing capabilities and quality – dump them and go to the next 

supplier. 



"  

Date of Issue 

This is when the supplier’s business license was issued. However, it shouldn’t be 

confused with the year of establishment for a new business license can be is-

sued for a variety of reasons, such as if the supplier changes address, business 

scope or legal representative. 

Date of Expiry 

This is when the current business license expires. Not a very important piece of 

information for most importers since a renewal is a simple process. 



Key contacts 

Ask for key figures names to the company 

• The owner – for pricing, disputes, and special commitments. 
• The factory general manager, if different from the owner. 
• The production manager – for production planning issues. 
• The QC manager – for quality issues and their prevention. 
• The salesperson is at the bottom of the list, but should be the first point of 

contact. Keep a good relationship with her, and make her feel valued, if 

possible. 

Registered Capital 

This is a strong indication of the size of the company. A large registered capital 

(more than RMB 10,000,000) indicates a fairly large manufacturer, while RMB 

30,000 is a strong sign that it’s a one man operation. A very small supplier can be 

a risky choice since they have very limited resources. In a situation where some-

thing would go down south during production they might not even afford to repair 

or remake a defective batch of products. 

Company Name 



It’s more important than it might seem. Payment frauds are fairly common and it’s 

critical that you only transfer your money to a bank account whose beneficiary 

name is matching the supplier name on Alibaba.com. 

Country / Territory 

The Country where the company is legally registered. 

Registered Address 

Some companies register at a certain address, but operates from another. There 

are various reasons for this. You should always stay away from suppliers who 

subcontract orders to other suppliers. It might not sound like a big deal, but these 

subcontractors tend be low end sweatshops who produce cheap and low quality 

items. Avoid factories that refuse to list the name or location of the production fa-

cility- they probably don’t own the PRC factory and are a middleman of some 

sort. Be explicit that the production location may be audited and that this location 

cannot be changed w/out approval of buyer. (You would be surprised at the num-

ber of middlemen who will take the buyer on a visit of a factory only to change 

the location to a less expensive and poorer quality option after the buyer leaves) 

Number of employees 

0-200 = The unstructured workshop 

200-800 = The semi-organized workshop 



800 + = The organized workshop 

800 + = The large multinational group 

Year Established 

The longer a company has been established, the more likely it is to be a decent 

supplier. Bad suppliers don’t last very long and scammers need to register new 

companies on a frequent basis. 

Legal Representative / CEO 

This is the person that should sign the Pro Forma Invoice and the Sales Agree-

ment. A document that’s signed by a sales manager or any other employee is not 

valid. 

Legal Form 

Limited Liability Companies tend to be more stable than Sole Proprietorships. 

That’s all you need to know about the Legal Form of a supplier. 

Issuing Authority 



The Government entity that issued the supplier’s business license. This should 

be in the same city as the suppliers registered address. 

Trade Capacity 

B2B listed information 

Often times scammer business will have the same company name listed across 

multiple websites with varying mobile/land line numbers, web directories, etc. 

This should be a warning flag that the supplier is most likely a scammer.  

Links to b2b’s here 

Registered shipping account 

Business that do not have a registered business shipping account with business 

such as DHL, FedEx, etc, should be viewed with suspicion. Serious factories 

can’t operate without one if they regularly send samples to their clients around 

the globe. 

http://qualityinspection.org/directory-china-suppliers-manufacturers/


"  

Main Markets 

A supplier with a high export percentage is always preferable in comparison to a 

supplier whose only focusing on the domestic market. However, European and 

American suppliers need to be careful here since not every supplier is targeting 

these markets. Those who are mainly focusing on Africa, Southeast Asia, Latin 

America or Russia are fairly unlikely to manufacture products that are compliant 

with American and European product standards – both legal standards and the 

quality level expected by the customer. 

Main Customers 



A famous brand as a customer is always a good sign since these companies ap-

ply a very strict supplier selection process. Yet, It’s quite rare that Alibaba Gold 

Suppliers even publish their Main Customers, mainly out of fear from competi-

tion. 

Total Annual Sales Volume 

An indication of the suppliers size and scale of business 

Export Percentage 

Suppliers who mainly focus on exports are more likely to deliver products of a 

higher quality. They are also more likely to be aware of certain product certifica-

tion standards in Europe and America. 

Accepted Delivery Terms 

All suppliers accept EXW and FOB while most accepts CIF shipping. I recom-

mend beginners to order CIF since it brings the cargo to the Port of Destination. 

Accepted Payment Currency 



USD is the only relevant currency for American, and also, European importers. 

Many suppliers are reluctant to receive EUR since it’s been fairly unstable in the 

last few years. 

Accepted Payment Type 

All Gold Suppliers are legally registered companies, thus they also have a bank 

account and can receive T/T (Telegraphic Transfer) payments. This is the most 

common Payment Type. L/C (Letter of Credit) is also widely accepted, but small 

orders (below US$30,000) are in general not accepted if you want to pay using 

an L/C. I also recommend importers stay away from Western Union payments 

since the money cannot be tracked. 

Minimum Order Value 

Completely irrelevant in my opinion since the suppliers tend to stick to the Mini-

mum Order Quantity (MOQ) Requirement rather than a Minimum Order Value 

Requirement. 

Nearest Port 

This is the place from where your cargo will be loaded and shipped. Should be in 

the same province as the where the supplier is legally registered. 



Foreign Currency Capital:  

Indicates that the company has foreign investors, which usually is a mark of qual-

ity. The currency invested can also give a hint about where the investor comes 

from. 

Watch out for trading companies 

Don’t let trading companies pretend that they own a factory. I you want to work 

directly with a manufacturer, run a background check on the companies that want 

to work with you. For example, on glo-bis.com, you can learn a lot of things (their 

assets, sales, profit…). Don’t forget to get precise information about the factory 

where they intend to make your products. And get their written promise that they 

will not place production anywhere else without your written authorization (it 

should be included in your contract with the supplier). 

U.S. Embassies in China 

Contact your embassy based in China. They have services that can help you 

weed out fake companies. 

American Citizen Services  

U.S. Embassy, Beijing 

No. 55 An Jia Lou Road 

Beijing 100600  

Telephone: (86-10) 8531-4000 

FAX: (86-10) 8531-3300   

http://glo-bis.com/china


other 

·  Call the number you see on their website and ask to talk to your contact (bad 

sign if you try 3 times and they never understand your English).  

·  Google [the company’s name + scam]. If you find several complaints from other 

buyers, be careful. 

Share product information with potential supplier(s) 

“The purpose of the prototype is not to make a perfect prototype. What are you 

going to do with that except admire it? The purpose is as a tool to help you make 

decisions about your product. So, before you rush into it, make a list of questions 

that you expect the prototype to answer for you. Marketing questions? User inter-

face? Functionality? Materials? Every product will have different areas of con-

cern. Focus on those when you are making your prototype instead of just trying 

to make it perfect. 

We had a client who spent 12 years making a prototype! I’m still not sure if he 

has completed it. Unless you are doing this as a hobby, remember the goal is to 

take your product to market. Be focused on that goal through all stages of the 

process, but particularly when working on the prototype. This is a common black 

hole for inventors and small businesses from which many never escape.” 

Communicate your expectations very clearly 

It is best if the buyer provides actual samples to copy, photos, drawings, text de-

scriptions… 



Got a sample to copy or to use as a reference?  Then send it to the vendor.  I’ve 

seen cases where a factory will make a sample, the buyer will then say it’s not 

right, let me send you the sample to match.  Don’t wait until there is a first-run 

and then send the sample – give everyone a break and send that from the be-

ginning.   

Remember:  if you send a sample for quality reference only, but the branding is 

to be different from that piece and same as the artwork file you sent, you really 

have to stress that point.  If I’ve seen it once, I’ve seen it 1000 times.  To a facto-

ry, a physical piece will ALWAYS trump an instruction, an image or a direction.  If 

you send a sample and tell them to duplicate but instruct them to use the digital 

artwork file provided, the likelihood is very high they will duplicate and copy the 

artwork that is on the physical sample!  I repeat, to a factory a physical piece 

trumps anything digital (similar to the law of “Lasting First Impressions”).  Pro-

ceed with caution. 

Develop special tooling/molds with supplier(s), if neces-
sary 

(When I start creating molded products read this) also this! This as well! Might as 

well read this! Hey why not read this You seem to like reading so also read this 

Keep it going yep, molds 

Develop samples with supplier(s) [for a new product] 

http://www.chinaimportal.com/blog/injection-molds-manufacturing-china/
http://qualityinspection.org/making-mold-china/
http://qualityinspection.org/injection-mould-cost/
http://qualityinspection.org/suppliers-injection-molding/
http://qualityinspection.org/suppliers-injection-molding/
http://qualityinspection.org/rubber-molding-tire-production/
http://qualityinspection.org/injection-moulding-audit/
http://qualityinspection.org/injection-molding-china/
http://qualityinspection.org/moulds-tools-china/


How much should importers pay for pre-production samples? 

A few readers have asked me whether it is normal to pay for pre-production 

samples when they buy from a Chinese factory. So I thought I should cover this 

topic. 

Short answer: 

Basically there are no rules. It is all left to negotiation between buyer and seller. If 

are not a small buyer, you can probably negotiate for receiving pre-production 

samples for free, on the supplier’s account. 

Longer answer: 

Importers often ask for many samples: 

• The development samples, until the “golden” (perfect) sample is approved 

and used as a standard. For garments it often means tens of pieces until 

the look but also the fitting of every size is approved. 
• The pre-collection (“salesmen samples”), which is used to pre-sell the 

goods. I have seen buyers requesting 50 salesmen samples for each new 

style! 
• The shipment samples, which are supposed to come from bulk production, 

and are used by buyers to evaluate the average quality. Needless to say, 

manufacturers don’t pick these samples randomly, and often prepare them 

in a separate room. 

So, should it be free to make all these samples? 

And should it be free to receive them by express courier? 

http://www.qualityinspection.org/pre-production-samples-china/
http://www.qualityinspection.org/pre-production-samples-china/


For big buyers, the response is yes. They would not start a business relation-

ship with a supplier who is not even willing to make the investment of sampling. 

For smaller buyers, this is a different story. There is simply no standard . Sam-

ples are often sold at their FOB price, or double their FOB price (which seems 

fair to me, since they are made in smaller quantities and are still below cost). 

The most important, I think, is to negotiate to have follow-up samples for free 

when the previous samples were rejected due to a lack of respect of the buyer’s 

specs/drawings. If you forget this term, you are in for angry discussions. 

Why is it difficult to negotiate for free samples? The challenge for suppliers is to 

distinguish between time wasters (who keep asking for many samples but never 

place orders) and real buyers. 

Before you blame Chinese greediness, you should understand that tens of peo-

ple (if the supplier has some visibility on the internet) contact them every day 

asking for samples. And maybe 1% of these people has the potential to give sig-

nificant, profitable, and recurring orders. The vast majority are hunting for free 

goodies or are operating a small shop (and haven’t understood that China isn’t 

for them yet). 

If you are in the “serious buyer” category, this is something you should sell to 

your suppliers. If you can’t convince them, it is your turn not to be greedy. Pay for 

samples the first time, negotiate to pay nothing the following time, and let the 

volumes you buy speak for themselves… 



Be Serious, Accessible and Professional During Sampling Processes: 

Be available for the factory to reach you via email, skype, whatever…and be 

quick with your response.  If you don’t show interest in the process, guess who 

else won’t?  Treat the sampling process just like and order.  Ask for photos, up-

dates and clear communication from your vendor during the process. 

Spotlight important points to the vendor instead of throwing out empty phrases 

like “we have to get this right” or “if this isn’t right, we can’t order”.  Neither phrase 

adds anything meaningful to the process.   

It’s true, without the proper sample and understanding behind the process, you 

could blow the order;  but make sure you’ve done everything from your side to 

make it a success and motivate the vendor to consider you a solid partner. 

When is the right time to order a sample? 

Don’t start off with buying a lot of samples before you’ve made a bit of price re-

search and confirmed whether or not a supplier is compliant with the required 

product certification standards in your country. The sample costs add up quite 

quickly if you order them from several suppliers and it’s a waste of time and 

money to buy them from suppliers that are not qualified to begin with. Order fac-

tory samples from every supplier you consider to be qualified and you are quite 

likely to receive samples from at least 2 or 3 that are of further interest. 

Don’t expect your supplier to provide you with free samples and even if they are 

you are expected to pay the air freight from China. It’s time consuming for the 

supplier to make samples, and they must purchase new or use their existing ma-

terials to make it. However, make it very clear early on in the process that you will 

never enter production until they have made a sample that is matching your 



product specifications and quality requirements to 100%. This type of conversa-

tion should take place before orders are issued and deposits are wired. 

1. Order samples from more than one supplier. 

2. Tell your supplier which product you need a sample of and how 

many pieces per product. 

3. Tell your supplier that you expect the product sample to match 

the final product, unless you plan to order highly customized prod-

ucts that requires a mould. Let them know how serious you are and 

that you expect them to follow the contract. 

4. Provide the supplier with your delivery address and ask them to 

declare the products as “sample items”. 

5. Do a small wire to pay for a sample. What this does is provide 

you with the confirmation of the right bank account (‘We received 

the money”), and you can negotiate a refund should you place an 

order later. So insist to wire money on their company bank account. 

If they can’t give you that information, they are probably not a seri-

ous supplier. 

6) If you need to pay the courier fee for sending the samples, don’t 

just give your account number to the supplier — instead, ask your 

courier to pick the samples up. This way, you know the supplier’s 

address, and you can compare it to the address on the business 

registration. 

If you’re planning to import customized products from China – order customized 

samples before you place any order. While it might cost a bit of money (could be 

anything from ten dollars to several thousand dollars) it’s the only way to really 

find out if a supplier is qualified to take your orders. Actions speak louder than 

words, especially in China. It’s a good idea to request a photo before they deliver 



the sample. We’ve done that too, and often an image is enough to determine 

whether a sample should go straight back to the workshop. 

What if a supplier can’t get your product sample right? Dump them, and go to the 

next one. A supplier is either qualified or not qualified. It’s not your job to train 

them and if they can’t get it right even though you’ve provided them with clear 

and consist product specifications, you’re better off somewhere else. 

When you receive a sample, mark it with the supplier’s name and the date of its 

arrival. The sample is your quality reference that shall be stored as long as you 

stay in business. You might also want to order a few additional samples so you 

got something to show your own customers. 

Another mistake you better avoid is to send back your only remaining sample to 

the supplier as a part of the order confirmation. If you’re left without product sam-

ples you’ll have a very hard time to prove non-compliance in case of failed pro-

duction.’’ The best practice is to get at least two samples, and send one back to 

the factory with your signature/stamp on it. 

You should emphasize that you allow no subcontracting and that you may send 

an inspector to the suppliers location – without notice. I also advice you to add 

“no subcontracting” as a term in the Pro forma Invoice.  

Pay more attention to the quality of the product itself than the factory. As often 

happens, a good factory can produce low quality products, and a factory that 

doesn’t look great at first can produce good quality/price products. You should 

write a note about what has to be EXACTLY similar to the perfect sample (e.g. 

the overall outlook, the color, the function, etc.) and get your supplier to sign it. 

Sometimes it is not realistic to expect a very precise result. For example, gar-



ments are generally made by hand, so there has to be a tolerance for measure-

ments (example: 15cm in S size, +/-1cm). In this case, the objective is the com-

fort of the garment. 

You should make them sign and stamp reference samples (along with technical 

documents and photo copies). But make sure you don’t send back the only sam-

ple you got! You need to keep samples for future reference, which is especially 

important in case something would go wrong during production. Without a refer-

ence sample, you’ll have a hard time maintaining a case against the supplier. 

The most reliable way is that the factory sends you several samples, you ap-

prove them (hopefully), and then you send a few samples back to the inspection 

company. If you can’t afford to do this way (either because of the cost of the tim-

ing), you can find a way to put a sample at your inspector’s disposal in the facto-

ry. For example you can sign on it and/or tell the factory to keep it in a sealed 

package and to give it to the inspector. 

How to use preproduction samples 

Descriptions and photos only go so far. You should request a perfect sample be-

fore production starts. 

# How to communicate during development? 

• When you receive development samples that are not satisfactory, take clear 

photos of the problems. Then place them in a document along with arrows pin-

pointing at the problems. Even better, write “✔” or “✗”. This way, any factory tech-

nician can understand your meaning.   

For each potential defect, show one photo on the left (photo of the defect), and 

another one on the right (photo of what is acceptable). 



It is quite helpful to inspectors, but make sure they don’t need 1 hour to read this 

manual! A good target is 5 min. 

# How to set the standard for “touch & feel”? 

You should try to define your quality standard as precisely as possible in 

Written including photos of defects if possible. But the touch & feel of the product 

is often difficult to describe. The solution is to write “production should be con-

form to the approved reference sample, including regarding the finishing touch & 

feel”, and to get a written confirmation of this point before you authorize 

Production. 

Develop samples with supplier(s) [for a new labeling or 

packing] 

Finalize product specs 

• Once you approve a perfect sample, make sure the factory has also kept at 

least one for their reference, and then send one to third--‐party inspectors if nec-

essary. 

Issue PO, confirm 1 supplier 

What should be in a purchase order (PO) to a Chinese supplier? 



Note: Late shipping, non-conformities can be prevented in good part by conduct-

ing inspections during production and before shipment. In my view, product in-

spections cannot be replaced by penalties, except after a long history of accept-

ed shipments. But penalties can be quite useful in influencing the behavior of 

Chinese suppliers. 

How to enforce penalties? 

Penalties should be reasonable, systematically applied, and anticipated by the 

supplier. In practice, penalties should be mentioned on purchase orders. They 

should also be written in the contract and/or in the letter of credit (if 

applicable). Then the buyer only needs to issue debit notes for each penalty, and 

deduct them from payments. 

It is very important to make sure the supplier is aware of penalties, and takes 

them seriously (Chinese exporters seldom read contracts). 

I see a lot of small companies buying in China without a purchase order (PO). 

They simply accept the pro-forma invoice from the supplier. I think this is danger-

ous. It shouts “inexperienced buyer” to the supplier. But that’s not the main prob-

lem. 

If you write the PO, you control what goes inside the PO. You can write all the 

information that is important to you, and refer to other documents that must be 

complied with by the supplier. 

What is the minimum to write in a PO? 

• Buyer identification, with either the logo or the company name in large 

characters. 



• Full contact information of the person who follows the order in the buying 

organization 
• Full supplier company information 
• PO (unique) number, PO date, corresponding PO number of your cus-

tomer if any. 

• List of the products with ordered quantity, unit price, and total price. 
• Most important specifications of each product (do not forget about labeling 

and packing). If you have written a product checklist, refer to it on the PO. 
• Terms of purchase: currency, incoterm, loading port and receiving port (for 

sea shipments), shipment date promised by supplier, payment terms, 

penalty for late shipment. If you have a quality control plan, refer to it on 

the PO. 
• be sure, once you send the PO, the vendor recognize specs that are in 

your PO but are not necessarily in their invoice. I’ve seen buyers add 

things in their PO and not have discussed them in advance with the ven-

dor. Since the buyer didn’t spotlight, the vendor only adheres to their own 

invoice. 
• You should write “Quality inspection required prior to shipment” on your P/

Os. 

You don’t have a PO form? 

No problem. Feel free to download this PO template and adapt it to your needs. 

Is the PO a contract? 

No. If you want a contract that can be enforced in China, you need to work with a 

lawyer who specializes in China business. 

http://www.qualityinspection.org/prepare-qc-inspection-checklist/
http://www.qualityinspection.org/quality-control-plan/
http://qualityinspection.org/wp-content/uploads/2012/12/PO_template.xlsx


I have no qualification to write about this, so here is an extract from an article on 

the China Law Blog: 

Small and medium sized businesses often enter into OEM manufacturing trans-

actions with a simple purchase order. This is a mistake. The purchase order will 

protect the Chinese manufacturer, not you. Your protection depends on your se-

curing a written OEM manufacturing agreement with each Chinese manufacturer 

with which you deal. 

1. The quality control plan to include in a contract with a 
Chinese supplier 

Defining a basic quality control plan with every new supplier is one of those 

things that take 5min but that can save lots of time and money. It can be stan-

dardized and sent to every supplier with only minor adaptations. Buyers are ad-

vised to talk about it with a manager and get it signed/chopped. 

A quality control plan is a standard exhibit in contracts drafted by specialized 

lawyers, together with the P.O. and the product specifications (see this interesting 

post on the China Law Blog: China OEM Agreements. Ten Things To Consider.) 

So, what to include in a quality control plan? 

Of course, it depends on each buyer’s needs. I wrote a short (and fictitious) QC 

plan below, for inspiration (A is the buyer and B is the supplier). 

Timing of inspections 

A reserves the right to send one of his employees/representatives in the factory 

to inspect production at anytime. 

http://www.chinalawblog.com/2010/11/china_outsourcing_101_five_basics_for_reducing_risk.html
http://www.chinalawblog.com/2010/04/china_oem_agreements_ten_thing.html


Communication of status of production 

B should send an email to A 3 days before it receives the main materials/compo-

nents, and should send a confirmation email on the day they arrive in the facto-

ry’s warehouse. 

B should send an email to A 3 days before the factory starts working on its order, 

and should send a confirmation email on the same day it happens. 

B should send an email to A 3 days before the first finished products are out of 

the lines (i.e. fully produced), and should send a confirmation email on the same 

day it happens. 

B should send an email to A 3 days before 100% of the shipment quantity is fin-

ished and 80% is fully packed (i.e. ready to ship), and should send a confirmation 

email on the same day it happens. 

B should sent an email to A every time some samples are sent to a laboratory for 

testing. 

Description of quality control activities 

A reserves the right to perform the following quality control activities, and any 

other activity not described below. 

Product inspections: random inspections of products, conducted based on the 

ISO2859-1 standard (single stage, normal severity, level to be determined as we 

see fit). Acceptable quality level (AQL) is 0% for critical defects, 2.5% for major 

defects, 4.0% for minor defects. 

Lab tests: B will have to send 2 samples to ABC laboratory for XYZ tests, in order 

to respect the consumer safety law of the importing country. These samples must 



be extracted from bulk production. A may, or may not, ask the inspector to pick 

these samples. 

What to do in case of failure? 

If a product inspection or a laboratory test is failed, B will get in contact with A 

within 24 hours with a detailed explanation. If shipment is delayed because of 

unacceptable quality, B will bear all consequences for this delay. 

If a product inspection is refused, A has the right to ask for a re-inspection, the 

cost of which will be re-invoiced to B in full. And so on until the inspection ac-

cepted by A. 

If some products are found defective and/or not conform to product specifica-

tions, B will check the whole quantity and will sort them out of bulk quantity. If re-

production is impossible, B should let A know immediately about it. 

If the inspection is failed (and refused by A) twice in a row, A reserves the right to 

ask B to pay for a third-party inspection firm (appointed by A in written), which will 

do a 100% check on the shipment. 

If a lab test is failed, B will have to pay for additional tests from the same labora-

tory. 

What inspections and lab tests do NOT represent 

Product inspections and lab tests are only tools used by A to take a decision. 

Putting pressure on an inspector is useless and is forbidden. Trying to give mon-

ey/favors to an inspector is forbidden by law and will end all business relation-

ships between A and B. 



Even if all inspections and tests are passed, B should wait for A’s agreement for 

shipment. 

Even if all inspections and tests are passed, they do not relieve B from its con-

tractual liabilities or prejudice A’ right for compensation for any apparent and/or 

hidden defects not detected by the inspection(s) and/or the test(s). 

Now let’s look at the other type of control plan. 

2. The control plan that decomposes production in each process step 

Writing this document forces the manufacturer to: 

• Identify each process step, and indicate whether it is critical (i.e. likely to 

cause serious quality issues if improperly handled) or not; 

• Define the QA controls: what is checked, how often, using what methods, 

and how it is recorded. 

You can see an example of control plan by clicking on the image below: 

 

It is mostly used by the North American auto industry, but it is VERY useful for 

any type of production. 

If you want to get closer to best practices, I have some more advice: 



• Think of the QC inspection and testing process when writing this document. 

It means you will include tolerances, descriptions of potential defects, and 

so on. (More info on this topic in How to prepare a QC inspection checklist). 

• Get this document reviewed by a quality assurance agency, if you want 

feedback to make it more precise and more useful. 

• Have someone translate it if you don’t fully trust the supplier’s salesperson 

to do so (a simple rule of thumb is that, if she doesn’t want to show you the 

translated document, it was never translated in the first place). 

• Get a factory manager to comment on it, and adapt it if necessary. Two-way 

communication is very important. 

• Ask the supplier to date, sign, and stamp it to indicate their acceptance of 

your specifications. 

Authorize the supplier to start production  

Clarifying your product requirements and getting 

Your supplier’s stamp on the contract has to be done before you wire a de-

posit (or open an LC). 

What should buyers do? How can they follow their production? 

This may sound obvious, but if you and your supplier don’t have a system for 

project management then you need to be proactive and create one. For example, 

a simple excel sheet listing action items, project gates, deadlines, and responsi-

http://www.qualityinspection.org/prepare-qc-inspection-checklist/


ble parties is a huge improvement over trying to manage via email. Have this 

open project list serve as the agenda for periodic conference calls with your sup-

plier. Once the tasks are mutually agreed, save this document for future refer-

ence. Keep a record of each week’s agreed steps. 

Now, one word of caution. Be tactful. As my friend Etienne from Procur’Asia 

commented in response to a recent article on this blog: 

Attitude (at both side) and the way we check and request updates is really impor-

tant. I have seen many requests for update sent to suppliers by email that are 

just a one liner and lead to either a one liner ping-pong game or a flaming chain 

of email. Not the way to project-manage a p.o. 

The key is to build the relationship with regular face-to-face meetings. This way, 

you’ll know how to ask for updates, and you’ll be more likely to receive them. 

In Mike’s words: 

Make sure you communicate with the suppliers on a regular basis. If you aren’t 

asking for updates, you are unlikely to receive them. Be in contact when there is 

good news to share so that you don’t become the “headache client” who contacts 

the factory only when things are bad. 

Legal Representative: 

http://www.procurasia.com/


The Legal Representative is the only employee who can sign agreements on be-

half of the company. Make sure that he or she writes a signature on any Invoice 

or Sales Agreement, along with the company stamp. 

Contracts: 

Your contract shall include a “Late Delivery Clause” that becomes active after XX 

days counting from the date of the deposit payment. Usually this is the stated 

production time +7 days. A specified amount of money (around 1% of the total 

order value) shall be deducted from the balance payment daily until the order is 

ready for delivery. 

Example 

Your supplier has 10 orders in the pipeline and the production schedule is be-

coming tight. Three of 10 buyers have contracts which specify US$150 will be 

deducted daily for 35 days after the date of the deposit payment. For natural rea-

sons, the supplier is likely you prioritize these three buyers and let the other sev-

en wait. This mindset can be applied not only in the Late Delivery Clause, but 

also the agreement as a whole. While it’s true that a contract will not guarantee 

success, it will still to minimize the risk for quality issues, delays and other issues. 

Pro Forma Invoice  

After you and your Alibaba.com supplier have agreed to the major terms of your 

deal, he will typically prepare and send you a pro forma invoice. This document is 

like a combination of quotation and contract in the form of an invoice (see here), 

setting out the specific details of your agreement, including price, quantity, prod-

uct specifications, payment schedules, delivery schedule, and shipping arrange-

http://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&sid=5f957a6f7c1a33e580f691920c992bbd&rgn=div8&view=text&node=19:2.0.1.1.1.6.1.5&idno=19


ments. Make sure this invoice is as complete as possible, as it represents the ex-

tent of your supplier’s obligations.  Unless you object to something in this docu-

ment – or use a more formal contract – it will act as a binding contract between 

you two. 

In general, a commercial invoice should contain enough information for a Cus-

toms and Border Protection (CBP) Officer to determine if the goods being import-

ed are admissible, and if so, what the correct Harmonized Tariff Schedule (HTS) 

classification and rate of duty should be. 

On the underwear tag I will have to include the RN number, Care instruc-

tions, Fiber content - Breaks downs of the percentages for both the body and the 

waist, size, country of origin (see number 12 – entry of goods) if unsure of coun-

try or origin), logo, manufacture ID. 

If you have any questions contact here: 

Textile Section 

Division of Enforcement 

Federal Trade Commission 

600 Pennsylvania Avenue, NW 

Washington, DC 20580 

Tel: (202) 326-3553 

There is no specific format for an invoice, although CBP regulations do provide 

what information should be on an invoice in 19CFR141.85. 

http://www.usitc.gov/tata/hts/bychapter/index.htm
http://business.ftc.gov/content/registered-identification-number-database
http://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c=ecfr&sid=5f957a6f7c1a33e580f691920c992bbd&rgn=div8&view=text&node=19:2.0.1.1.1.6.1.5&idno=19


At a minimum, an invoice should: 

1. Describe the item clearly 

2. Give the quantity 

3. State the value (either price paid, or estimated value based on other consider-

ations.) Give both the value in foreign currency and U.S. dollars 

4. Country of Origin (where the item was made) 

5. Where it was purchased 

6. Name of the business or person selling the merchandise 

7. Location of the business or person selling the merchandise 

8. Name and address of business or person buying the merchandise, and if dif-

ferent from the importer 

9. The U.S. address of the person or business the goods are being shipped to 

http://www.cbp.gov/sites/default/files/documents/icp001r2_3.pdf


The U.S. importer will need to present the invoice to CBP when clearing their 

goods. The above information will usually suffice for goods that are donated or 

bought and sold in informal settings such as flea markets, over internet auction 

sites, in retail stores, etc. More formalized commercial transactions may need to 

have additional information on the invoice. For further guidance see 

19CFR141.86. 

Chinese companies are notorious for trying to get out of contracts (see link to left 

for all necessary steps) by claiming they never actually signed them or that they 

were signed without the proper authority and so if your contract is big enough 

and important enough, you should consider doing all of the following to minimize 

even further the likelihood of the Chinese company seeking to get out of your 

contract:  

1. A signature from the company’s legal representative. Of course, you must 

first confirm from the company’s business license who exactly is the com-

pany’s legal representative. 

2. A resolution from the company’s board explicitly approving the contract 

and authorizing the legal representative to sign it.  

3. The affixation to the contract of the company seal or the company’s con-

tract seal. 

Don’t forget this! 

http://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c=ecfr&sid=5f957a6f7c1a33e580f691920c992bbd&rgn=div8&view=text&node=19:2.0.1.1.1.6.1.6&idno=19
http://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c=ecfr&sid=5f957a6f7c1a33e580f691920c992bbd&rgn=div8&view=text&node=19:2.0.1.1.1.6.1.6&idno=19
http://www.chinalawblog.com/2011/05/how_to_write_a_chinese_contract_that_works.html


If possible, your OEM Agreement with your Chinese manufacturers should pro-

hibit subcontracting. If not possible, your OEM Agreement (and your Supplier 

Manual) should make very clear that only subcontractors authorized in writing by 

you will be allowed. It (or they) should also make clear that any failure to abide by 

this policy will result in a stiff penalty (labeled as liquidated damages in your OEM 

Agreement) or, better yet, a termination of that particular supplier. 

Announcing that you will not transfer money before a sales agreement is signed 

and stamped is also important. Chinese manufacturers refusing to sign sales 

agreements generally have a reason not to. 

You should write “Quality inspection required prior to shipment” on your P/Os. 

Negotiate to have follow-up samples for free when the previous samples were 

rejected due to a lack of respect of the buyer’s specs/drawings. If you forget this 

term, you are in for angry discussions. 

Also when a supplier tells you they haven’t started production, that ambiguous 

statement may not mean what you think it means. The real question from you 

should be, “when do we go past the point of no return?” 

Find out your “points of no return” (material purchasing, printing, 3rd vendor ac-

tion etc…) and strive to not let the factory go that far until you are sure you and 

your buyer are ready for them to do so. Don’t think so much of production start-

ed/not started, but get to know processes and what step is what and when it 

takes place. This is part of  true production control. 

http://www.chinalawblog.com/2010/04/china_oem_agreements_ten_thing.html
http://www.chinalawblog.com/2009/07/china_oem_agreements_we_like_o.html


Protecting you intellectual property in China 

Foreign companies outsourcing their product manufacturing to China need an 

NNN Agreement (in Chinese), an OEM Agreement (in Chinese), and their trade-

marks registered in China  (Registering you trademark in China – What your 

lawyer will ask). For most companies seeking to manufacture product in China, 

those three are enough. 

A good link on how to protect IP 

An OEM agreement would contain similar non-disclosure, non-compete, and 

non-circumvent provisions to those in this NNN agreement, and if you were cer-

tain that a you were going to be using a certain Chinese factory to manufacture 

your product and that their price/quality/speed was acceptable, then you could 

just skip the NNN agreement and go straight to an OEM agreement. 

The benefit of registering your trademark with Chinese customs: 

For any company concerned about counterfeit goods coming from China, the 

next step should be registering your trademark with Chinese Customs. This is not 

a legal requirement but a practical one: though China Customs officials have dis-

cretion to check every outgoing shipment for trademark infringement against the 

Trademark Office database, in reality they only check against the Customs data-

base. No separate registration with Customs means no enforcement by Cus-

toms. If you register your mark with Customs, they will contact you any time they 

discover a shipment of possibly infringing goods. At that point you have three 

working days to request seizure of the goods. Assuming you request seizure 

(and post a bond), Customs will inspect the goods. If Customs subsequently 

http://www.chinalawblog.com/2013/12/china-nnn-agreements-watching-the-sausage-get-made-2.html
http://www.chinalawblog.com/2010/04/china_oem_agreements_ten_thing.html
http://www.chinalawblog.com/2014/07/china-do-just-one-thing-redux-trademarks.html
http://www.chinalawblog.com/2014/07/china-do-just-one-thing-redux-trademarks.html
http://www.chinalawblog.com/2014/09/registering-your-trademark-in-china-the-questions-we-ask.html
http://www.chinalawblog.com/2012/10/how-to-protect-your-ip-from-china-part-5.html


concludes the goods are infringing, they will invariably either donate the goods to 

charity (if the infringing mark can be removed) or destroy them entirely. 

 Keep  written  records  of  all  promises   
Few Chinese salespeople will  take  the  time  to  clarify  what  exactly  you  are 

paying  for.  They are often reluctant to do it in a detailed manner.  So this is 

something either you must do.  Here are a few  tips  to  do  this  the  right way:   

• When you  have  a  meeting  or  a  phone  conversation,  take  notes  of  all  the 

 important  points.  Then send  it  by  email  for  confirmation.   

• Ask  many  questions  about  topics  you  are  not  familiar  with.  If  you  do  not 

 know  what  type  of  packaging  is  appropriate,  ask  your  supplier  for  sug-

gestions  and  photos  of  similar  orders.   

• Before you  issue  the  order,  organize  your  notes  in  a  logical  manner  (ma-

terials,  product  specs,  prices,  payment  terms,  timing...).  Put  it  all  in  one 

 document  and  ask  your  supplier’s  legal  representative  to  put  their  stamp 

 on  it.  Once the  salesperson  gets  your  document,  she  will  (hopefully)  trans-

late  it  for  the  factory’s  technicians.  Use as many photos as possible, to mini-

mize the risk of misunderstandings.   

If you don’t communicate your dissatisfaction, nothing will happen. Here is an 

example of message you can send: 

“The customers who shop in our stores expect a relatively high quality (higher 

than average). We don’t want them to think, ‘Oh, these products are also made in 

China’. Either we keep our quality standard up, or we will need to stop purchas-

ing from your company.” 



Your quality standard should never be negotiable.  If you accept substandard 

quality once, the factory will remember it and will see it as your  “real”  

The AQL (Acceptance Quality Limit) is the proportion of defects allowed by the 

buyer. It should be communicated to the supplier in advance. 

If you use an Alibaba.com manufacturer to custom-make products, you’ll need to 

provide exact specifications, including precise dimensions, materials, colors, 

weights, and drawings. You may have to translate your specifications into the 

supplier’s language. If so, be sure the translator really understands the technical 

terms. It’s easy to mistranslate small technical details – but even minor transla-

tion discrepancies can lead to major errors. You may think the supplier agreed to 

one thing, when actually (according to the translation) he agreed to something 

quite different. To avoid such misunderstandings, use English as the controlling 

language for all specifications – and go over every specification detail, item by 

item, with your manufacturer to make sure he understands exactly what you 

want.  

Your contract should include the following: 

• Specification of defects and damages that will not be accepted 

• How a defect or damaged product shall be compensated (refund, remake 

or repair) and within what time frame 

• The supplier shall not request the final balance payment until the batch 

has passed quality inspection and product testing 

http://www.alibabafraud.com/language/


• The supplier shall refund the (pre-production) deposit payment if the quali-

ty inspection and/or product testing fails 

By adding clear compensation terms in your contract, you will communi-

cate to the supplier that any non-compliance will expose them to great 

risk. However, this will only work if you hold the final balance payment until 

after quality control and product testing. Never prepay the whole order be-

fore production or you will have no leverage over your supplier in case of a 

dispute. 

A good article on the purchasing methods of materials 

*Never pay 100% upfront.  Put payments in escrow, pay in installments, or pay 

after inspecting your products.  But never pay 100% upfront. Usually you pay 

30% before production begins and another 70% before the products are shipped.  

See If I could pay the last remaining 30% upon arrival and inspection of goods? 

Chinese suppliers usually propose this setup: 

30% by bank wire before production starts, 70% balance by bank wire before the 

goods are handed over to the forwarder. 

And they can often (but not always) accept this alternative, which is more favor-

able to the buyer: 

30% by bank wire before production starts, 70% balance by bank wire after the 

goods are shipped out and after the supplier has sent a copy of the bill of lading 

to the buyer 

http://qualityinspection.org/who-should-buy-the-materials/
http://www.alibabafraud.com/tag/payments/


*ask suppliers to fax every invoice to you. If email systems can be hacked, hav-

ing the invoice faxed to you allows for you to check whether or not the fax num-

ber belongs to the Chinese supplier. When it comes to getting paid, Chinese 

manufactures and traders usually respect their customers instructions.  

*Never wire money to a personal account.  Personal accounts are far less trace-

able than business accounts.  If you put money into a supplier’s personal ac-

count, and he runs off with your money, you’ll have a very hard time tracking him 

down.  

*Transferring money through Western Union. No serious supplier uses this 

payment method but it’s popular among Alibaba scammers since the money 

cannot be tracked. 

*Paying 100% in advance. If something goes wrong during production you’ll 

need to give the supplier an incentive to make it up. This is much easier if you 

are the one holding the money, in other words the 70% balance payment 

Try to pay by letter of credit, or limit your deposit to 30%. And do not wire the re-

mainder before shipment (or, in any case, before quality was confirmed by a final 

inspection). Let your suppliers know in advance that nothing can be shipped out 

until your approval.  

Pay the first order with a new supplier by letter of credit. 



Most buyers are not familiar with this payment tool. They should read the article I 

recently wrote about it (Using Letters Of Credit With China Suppliers). It was pub-

lished on the China Law Blog. (Thanks Dan and Steve!) 

In particular, what can be really hard is to get a Chinese supplier to accept a 

payment by LC. Most potential suppliers will tell you they require a down pay-

ment. But others will accept it. Here are my tips: 

1. When sourcing your product, try to identify as many potential suppliers as 

possible. This will at least increase your chances of finding one that will 

accept an LC. 

2. In your first conversation with your potential suppliers, mention that you 

always pay by LC on your first order. Try to get the supplier to accept this 

payment method in writing 

3. Sell your project to your potential suppliers. Good manufacturers are inun-

dated with customer inquiries, so you need to make yourself stand out. 

Explain why they should work with you. Call the Chinese company’s sales 

manager if necessary 

4. Send your potential Chinese manufacturer a draft of the LC before open-

ing it. They’lll point out the details that look incorrect or abusive. You will 

usually need the commercial invoice, the packing list, the certificate of ori-

gin and/or GSM form A, the bill of lading, and an inspection certificate. Try 

to avoid putting “soft terms” into your Letter of Credit that will make it even 

more difficult for suppliers to collect payment. 

5. If possible, use a major international bank. This will tend to reassure your 

suppliers. 

http://www.chinalawblog.com/2012/11/using-letters-of-credit-with-china-suppliers.html


6. Unfortunately, bank fees are much higher for an LC than they are for a 

bank wire, so an LC only makes sense for transactions of at least 

USD$30,000. 

7. Chinese exporters are good at guessing whether a project is likely to be-

come a source of long-term business. When they see what they think will 

be a one-shot deal, they generally insist on getting a deposit and will not 

agree to an LC payment arrangement. 

8. If you pay by letter of credit, don’t forget to include a third-party inspection 

company’s certificate in the list of required documents. You can require a 

passed inspection report from your nominated QC provider. 

Sometimes an importer accepts to pre-pay an order or to pay 40% more. It 

comes up as a sign of weakness in the eyes of the supplier. I would always ad-

vise to reject crazy terms and to ask questions: 

• Do your other customers accept such terms? 
• Which ones of your customers can I contact to verify this? 
• Maybe you are very busy right now and I can understand that you can’t 

accept all the new business that comes your way. If I contact you again in 

6 months, will the terms be the same? 

Watch out! 

Chinese companies are very loyal to their bank and so you should view with ex-

treme suspicion any request to make a change in the payment bank. You should 

not even consider such a request unless the request is made in writing on a re-

vised purchase order stamped with the company seal. Even in that case, it is im-



portant to contact someone you know in the company with supervisory authority 

to ensure that the request is valid. Email requests to make a change should be 

ignored, but the request should be forwarded to your trusted Chinese company 

contact for an explanation. 

Carefully review all bank account information. Monitor both the name of the pay-

ee and the location of the bank. Where the payee is even slightly incorrect, do 

not pay. Where the location of the bank is in the wrong city or country, do not pay. 

I have seen cases where foreign buyers paid to bank accounts outside of China 

to payees with no connection to the seller. These cases were all obvious frauds 

and the buyers lost their entire payment. I have seen millions of dollars vanish 

into thin air with this sort of scam.  The Chinese parties committing the fraud will 

explain the need for this irregular payment as part of a plan to hold foreign cur-

rency outside of China. This kind of arrangement is no longer required in China. 

Explanations of this kind are indicia of fraud and should be ignored. 

Escrow: 

When importing small items, like expensive gadgets, use the Alibaba escrow ser-

vice. You have the option to dispute and hold transfer of payment if quality or 

item is far from your agreement with the supplier. If they do not accept escrow 

payment, walk away. 

Comment on production samples 

• Supplier sends samples taken from mass production 

• Comment on samples 

• If necessary, supplier sends samples again 

Inspection/testing during production 



A side note about communication with a supplier  

(It is often better to frame it this way) 

“An inspector will come to check a few samples to help you adjust your internal 

QC efforts, so that both of us have no last-minute surprise.” 

**If you feel hesitant, just say your boss/partner requires it. I’m the nice guy, but I 

follow what you are told.**  

(also a good line to use when pressing other precautions upon the supplier) 

1. A pre-production inspection tells the buyer which kind of raw materials (or 

components) will be used. Factories are often suspected of lowering their costs 

by purchasing substandard materials, and this can be disastrous for the buyer 

(e.g. the wrong kind of chip in an electronic device). 

The pre-production inspection can also focus on the processes followed as pro-

duction starts. Sometimes this can also be critical, as Chinese factories very of-

ten cut corners and do not respect the buyer’s blueprints (e.g. patterns for cutting 

fabric are received from the buyer, and they are modified to make the process 

easier and faster). 

When to conduct a pre-production inspection?

It really depends on what the buyer wants the inspector to see/check. I worked 

on a little sketch to represent the key dates to watch closely: 

http://www.qualityinspection.org/pre-production-inspection/


"  

Sending an inspector so early is also a way of ensuring that production starts 

without delay. If the factory wants to give priority to another order, the simple fact 

that you monitor their progress will make them think twice about it. 

2. A during production inspection (often called “DUPRO” in the industry) allows 

the buyer to have an idea of average product quality, early in the production cy-

cle. It is the most useful and the most under-rated tool at the disposal of im-

porters, who often only rely on final inspections. 

It usually takes place once some finished products have come out of the lines. If 

quality issues are found, what is already produced might be re-workable, and 

corrective actions can be taken for the rest of the job. It gives buyers the time to 

plan ahead, and even to avoid delays (repairs and re-inspections take much 

more time when problems are noticed after all production is finished). 

When to conduct an inspection during production?

http://www.qualityinspection.org/inspection-during-production/
http://www.qualityinspection.org/use-corrective-actions-plans-to-ensure-effective-repairing/


The ideal timing actually depends on the product type and the experience of the 

factory. But a few rules of thumb can be followed for 80% of consumer goods, if 

these conditions are true: 

• The factory is used to making this kind of product involving this level of 

complexity, 

• The cycle time to get the first finished products out of the lines is no more 

than 10 days. 

In such cases, the below sketch is applicable: 

"  

Let’s take the example of an order of 20,000 pieces that takes 30 days to manu-

facture. If some finished products appear 8 days after production started, and if 

600 products are available for inspection 4 days later (in the early morning), the 

good time for a DUPRO is 12 days after production start. 



"  

If serious issues are found, the following sequence can be followed: 

• The inspector issues a CAR (Corrective Action Request), 

• The quality manager can push the supplier to prepare a CAP (Corrective 

Action Plan) and give comments about it, 

• The inspector checks if the CAP has been applied effectively. 

(Note that most Chinese inspectors are capable of issuing a CAR and then 

checking if a CAP is effective, but fewer of them can confirm the CAP proposed 

http://qualityinspection.org/use-corrective-actions-plans-to-ensure-effective-repairing/
http://qualityinspection.org/use-corrective-actions-plans-to-ensure-effective-repairing/


by the supplier — in most cases this is done by a quality engineer or a quality 

manager.) 

If your not on site, you should send emails to convey information (photos, lists of 

problems…) and to ask for a response. Then you can call your contact person 

and ask them when they will respond. Do not send and re-send long emails. If 

you apply too much pressure, you will probably not get a response to the point. 

Similarly, be careful not to place blame on any particular person.  

The most important is to get them to formulate their next corrective actions and to 

commit to a time frame. If the factory does not respect something they promised. 

You are entitled to call for a re-inspection. 

That extra cost can be re-invoiced to your supplier. It is usual practice. 

How to prepare your QC inspection report template 

A few months back, we drew an infographic to show how a random inspection 

works, but we didn’t get into all the specifics. I regularly get questions from read-

ers who ask me how to report the results. 

(Update: we have started offering a reporting set up service – click here for more 

information). 

There are many ways to prepare a QC inspection report. But here are a few 

guidelines to prepare a document that suits your needs. 

A report is usually composed of the following parts: 

http://www.qualityinspection.org/random-quality-inspection/
http://www.qualityinspection.org/random-quality-inspection/
http://www.sofeast.com/reporting/


Conformity to specifications

You probably want the inspector to look at the following aspects of the products: 

• Components 
• Assembly 

• General outlook, colors 
• Labeling 
• Packaging & packing 

It can look like this (this example counts only 1 checkpoint, but you are encour-

aged to list up to 10 or 15 points in each sub-part, to be inspected during the job): 

"  

What to report? 

In my mind, the inspector should only show the non-conformities if he was 

trained properly and if you trust him. But that’s up to you. Some inspection firms 

commonly use freelancers that they don’t really know, and they require reporting 

(and photos) for everything. Up to you! 

On-site tests & measurements



This is the place for the checks that take some time, and that are generally per-

formed only on a few samples: 

• The tests (to be clearly described, including the equipment to use and the 

required result) 
• The measurements of the cartons and of the products (size and weight) 

Here is an example of test: 

"  

And for the measurements: 

"  

Production status

This is where the presented quantity is noted. 



Here is a common way of displaying this information: 

"  

It is extremely important to know whether the inspector could count the quantity 

of products (sometimes they are piled up in bulk), and whether all products were 

available for sampling (sometimes they are under packing or repairing). 

If the inspection takes place during production, you can add some extra ques-

tions to ask the factory: how many lines are working on my products, when will 

you get to 50% finished, etc. 

Visual defects on the product and the packing

The inspector will look for defects, will place them in the right categories (critical/

major/minor), will add the numbers up, and will compare them to the AQL limits. 

This is the most basic part of every QC report, and every inspector knows how to 

present this. Make sure you get photos, and a clear description of each defect (if 

it’s not obvious on the photos, indicate the size of each defect and its position on 

the product). 

Appendix: photos



This is the place where you list the photos that you want to see, whether there 

are problems or not. 

A good tip: describe how each photo should be taken (what angle). This way, you 

can compare the photos across several inspection reports. Some buyers have 

noticed an evolution in the manufacturing process based on this technique. 

"  

Four different styles of garments from a good factory (Example) 

You know that this factory’s workmanship is quite good. But you want an inspec-

tor to check all the conformity elements, and in particular the measurements. 

Level I should be enough. 

You sell these products in boutiques at a high price, so you can only accept 1.5% 

major defects (M) and 4.0% minor defects (m). Note: for garments, there are 

generally no critical defects. 

The fitting is quite important, especially for the brassiere and the brief, so 3 to 5 

samples should be measured in each size. 

There are 4 different types of products, so there has to be 4 inspections: 



"  

The total number of samples to check visually is 317 pieces. And 63 of these 

samples also have to be measured. So it will probably take 2 inspectors (maybe 

3, depending on the products complexity) for one day. 

When to inspect? The best is clearly during production, after enough finished 

products have come off the lines. As the 4 products might not all be processed at 

exactly the same time, it might be preferable to send an inspector at different 

times. And if an inspection is failed, a re-inspection can probably be performed at 

the supplier’s charge. 

AQL tables for product inspections 

What is a corrective action plan? 

The buyer (or its appointed inspection company) can require the supplier to fill 

out a form called a “corrective action plan”, or CAPA (for corrective action/preven-

tive action). Here is a simple example, based on root cause analysis: 

http://www.sofeast.com/aql-tables/
http://qualityinspection.org/use-corrective-actions-plans-to-ensure-effective-repairing/


"  

After the supplier has filled it out, a quality engineer working for the buyer ana-

lyzes it (he can confirm it, refuse it, ask for more information, or propose other 

solutions). 

Benefits of using a corrective action plan 

• The supplier is forced to think of the root cause for the problems found, 

and communicate with the factory technicians. If they do their job correctly, 

they will be in the right frame of mind to find the most effective method of 

repairing. They might do several tests to validate a method; buyers are 

advised to ask for photos (or even short videos) showing such tests and 

their results. 
• If the factory does not want to do any rework, a sharp buyer should feel it 

right away: in that case the descriptions tend to be sketchy and unclear… 

If the document is sent back at all! 
• Another advantage is that it is a written document. The supplier has no 

excuse for not taking the necessary steps to prevent the same issues on 

the following batches. 
• Asking the supplier to fill out a document costs nothing. 



Another great Quality control Checklist 

Good list on quality control precautions 

More on inspection checkpoints 

Book shipment with a forwarder 

• Get quotes and compare them 

• Confirm a quote 

• Start tracking shipment with forwarder 

Approve quality before shipment 

3. The final random inspection (also called “pre-shipment inspection”) is by far 

the most common type of QC check. It takes place once 100% of shipment quan-

tity is finished and at least 80% is packed, so it can be a real random inspection 

(this is not exactly the case if quality is checked earlier earlier) and suppliers 

cannot play games. 

It puts pressure on suppliers and gives power to buyers. Its objective is really to 

confirm a shipment’s quality, rather than catching issues early. Therefore I usually 

advise my clients to complement final inspections with a DUPRO, to avoid finding 

disasters at the last minute. 

The final random inspection is by far the most popular QC service in China. It is 

suitable for nearly all types of consumer goods purchased in Asia. The final in-

spection report is typically used by the importer to authorize shipment and trigger 

payment. 

http://www.quality-wars.com/2009/04/15/how-to-create-a-product-qc-checklist/
http://qualityinspection.org/prepare-qc-inspection-checklist/
http://qualityinspection.org/inspection-checkpoints/
http://www.qualityinspection.org/final-random-inspection/
http://www.qualityinspection.org/final-product-inspections-should-the-whole-order-be-ready/
http://www.qualityinspection.org/final-product-inspections-should-the-whole-order-be-ready/
http://www.qualityinspection.org/random-quality-inspection/


I always advise to set the final inspection at least 2 days before ex-factory date 

(e.g. on Monday if the ex-factory date is on Wednesday). 

Some importers take more precautions: they ask for final inspections at least 2 

weeks before shipment date, to leave room for potential re-work and re-inspec-

tions. 

4. The container loading inspection, like the pre-production inspection, it is sel-

dom used. But it can be a worthwhile option in some specific cases. 

It can be useful if the buyer has a precise loading plan and needs it to be re-

spected very precisely (e.g. some cartons are too fragile to be placed at the bot-

tom), or if the packaging is not conventional (e.g. some garments hung on bars, 

with no carton protection). 

It can also ensure that the right kind of products are shipped out in the right 

quantity, when the importer places no trust in his supplier or when several suppli-

ers bring their products for consolidation. 

Only the most sensitive projects require all four types of inspection. Generally, 

only one or two of these tools are used, depending on the risks identified by the 

buyer. 

In case of a failed QC inspection on your products, you can probably ask for a 

discount of 500 USD (usually the QC inspection will cost you around 300 USD, 

so that’s what you’ll have to pay for a re-inspection). 

http://www.qualityinspection.org/container-loading-inspection/


Of course, it should be included in the quality control plan you give the suppliers 

for signature (before issuing purchase orders). 

If you can only pay for one QC inspection, have it done during production (except 

if the packaging stage is the most sensitive one). If issues are noticed, you can 

probably force your supplier to pay for a re-inspection, which can take place after 

all is repaired and packaged (if appropriate). 

These quality inspection services are used mostly for consumer goods involving 

little customization. Different approaches are often chosen for ensuring that in-

dustrial products are up to specs (much more attention is spent during develop-

ment and early production). 

How do you deal with situations where a large amount of defective prod-

ucts is discovered, and do you have any case study to share with us? 

This is an interesting question because most buyers get this wrong. The natural 

tendency in this situation is to put pressure on the manufacturer to re-work or re-

place the products, and to present the goods for re-inspection. Unfortunately, this 

is not enough!  

Here is an example of an importer who got this right. We found a lot of defective 

goods. The buyer asked the supplier for a plan of action. The buyer asked for 

photos, and then for a sample, of a few products (no more than 10) that had 

been re-worked as suggested by the supplier.  

http://www.qualityinspection.org/quality-control-plan/
http://www.smartchinasourcing.com/china-product-quality/how-to-control-the-quality-of-your-prod.html
http://www.sofeast.com/


At the same time, the factory was asked to sort the goods into “good” and “bad” 

buckets. They gave their numbers, which (unsurprisingly) didn’t match our in-

spection’s findings. So they had to do their sorting again, under our supervision. 

This time they found roughly the same proportion as we had. The final step was 

re-working the thousand of “bad” pieces. The supplier was asked to first act on 

10% of that quantity and to give comments to the buyer (how many couldn’t be 

re-worked, photos of re-worked pieces…). Then they were allowed to finish the 

work. 

This is how you avoid re-inspecting and then re-re-inspecting before finally ac-

cepting the goods – Chinese suppliers know that you need to deliver something 

to your customers soon! 

For even bigger orders, I recommend pre-shipment inspection, or even factory 

inspection by reputable verification companies – SGS, TUV, Intertek. These help 

to make sure the contract will be complied with. Expensive, but probably cheaper 

and more convenient than having to fly there yourself and check the loading at 

the docks. 

Re-inspections: the key is to manage corrective actions 

Sending guidelines to the supplier 

Some importers ask for a re-inspection but do not wonder what it implies in the 

factory. When a shipment is rejected, they simply tell their supplier to “repair the 

products and set a re-inspection date”. But this is not enough. If you are a buyer 

in this situation, what should you do? 

http://qualityinspection.org/reinspections/


First, ask yourself “can they really repair these issues?” 

 If so, ask them to do it. If not, there are basically three options: 

• Let the supplier ship the goods as they are, 
• Ask the supplier to sort out the bad goods and either re-produce (if there is 

no minimum order quantity problem on the materials and if timing allows) 

or short-ship, 
• Ask the supplier to sort out the worst goods (according to an exceptional 

tolerance) and either re-produce or short-ship. (Note that this “exceptional” 

tolerance might well become the standard for future productions, in the 

factory’s mind). 

Second, list the steps that should be followed by the manufacturer. 

Below is an example, based on an email I sent to a supplier recently: 

The shipment is refused, because of [XYZ problem reported by the inspector]. 

Please confirm your understanding. 

Please tell the factory to follow this procedure: 

• Open all the cartons, 
• Check 100% of the pieces, sort out the pieces that are out of tolerance, 
• Tell us the proportions of good pieces and bad pieces, 



• Repair what can be repaired, and reproduce what cannot be repaired 

(only if you still have enough materials on hand), 
• Send us photos of several products, before and after repairing, 
• If certain quality issues cannot be repaired, please tell us immediately, 
• We need to have shipped out the products by 5 Feb., so the re-inspection 

has to take place on 1 Feb. at the latest, 
• You need to present 100% fully packed when the inspector arrives. If the 

shipment quantity is smaller than the order quantity, please let us know in 

advance. 

This way, an importer can easily spot some red flags, even from 10,000 miles 

away. If the proportion of defective products is 20% on the 1st inspection report 

but only 3% according to the supplier’s sorting job, obviously there is a problem!! 

In such a situation, the only sensible thing to do is to send somebody in the facto-

ry to show them physically what is acceptable and what is not… 

Here are the most common tests that are applicable specifically to textile 
products: 

• Counting the number of stitching points per inch/cm for the main stitching 
• Checking the types of stitching, and the seam allowances 
• Measuring the fabric weight, for the main fabric 
• Comparing of colors (of fabrics, accessories, and stitching threads) with a 

TPX or TCX Pantone book / lab dips / fabric swatches 
• Checking seam strength, by pulling in both sides with normal force 
• Checking the strength of stitches for all accessories (buttons, bows…) 

• Checking the dry color fastness, by rubbing a piece of white tissue / cotton 

fabric 
• For certain accessories such as fabric flowers: checking the frayability at 

edges 



• Doing a fitting test, to checking fitting but also to see overall outlook 
• Making sure the lining is never longer than the self fabric, and is not visible 

during fitting tests 
• Making sure the products look good and have no wrinkles when presented 

on a hanger 

• Making sure the products are as flat as possible in cartons and the foam 

parts (if applicable) don’t get crushed 
• Making sure there is no color shading on the same product, and no strong 

color shading between different products 
• Taking very clear photos of the care & content label (composition, care in-

structions, country of origin…) 

Of course this list is not exhaustive. Depending of the type of textile product and 

the market of the importer, many other tests can be inserted in the inspector’s 

checklist: 

• Checking the direction of threads (the “grain line”) of the main fabric, com-

pared with client’s sample or client’s pattern 
• Measuring the stretchability of fabrics and elastics, compared with client’s 

sample or specs 
• Counting the number of threads (i.e. the construction of the fabric) 
• Doing a shrinkage test, after normal cycle washing and natural drying 
• Checking color fastness to washing, by washing a sample with normal cy-

cle together with a piece of white cotton fabric 
• If there are strings that could cause strangulation: measuring the length of 

strings 
• For some textile products such as underwear, measuring the height of the 

garment on the hanger (because of shelf space and outlook consistency). 

http://www.qualityinspection.org/inspections-of-lingerie-in-china/


Why do I think fitting tests should be avoided to confirm acceptance 

of the products? 

  

It is simply too subjective. Buyers should tell the factory what is expected 

of them in clear terms–for example “bulk products should be within toler-

ances regarding measurements, according to this size chart”. 

So, how should an importer of lingerie proceed? 

They should be very careful when approving size samples, and then check again 

the pre-production samples (which are made with the same fabrics and acces-

sories as bulk production). These samples should fit nicely and should be within 

tolerances–if not, size charts should be revised accordingly. 

Then, inspections of production should only rely on the size charts accepted by 

the factory and by the buyer. There are two possible situations: 

1. If the vast majority of samples are within tolerances, measurements are ac-

cepted. No fitting test is necessary. 

2. If too many samples are outside a tolerance, measurements are refused. Here 

again, there can be two cases: 

2. 1. If the buyer is fairly certain of the impact on fitting (i.e. either no impact or a 

strong impact), a decision (ship vs. sort out and repair) can be taken right away. 

http://www.qualityinspection.org/who-takes-the-final-decision-to-let-the-factory-ship-the-products/


2. 2. If the effect on comfort is not obvious, the importer can take a decision after 

some fitting tests (on samples previously picked up by the inspector). 

Shipment 

DON’T EVER SHIP BEFORE YOU (YOU PERSONALLY OR SOMEONE OTH-

ER THAN THE FACTORY) APPROVE IT. 

 It doesn’t matter how “good” your relationship with the factory is. It 

doesn’t matter if you’ve shipped the same thing a dozen times before. It 

doesn’t matter how big your order is or how many other future orders rely 

on this shipment. 

If you’ve got product in your home country (and you’ve already paid for it) 
it’s too late to be finding find problems. The solution is to settle final pay-

ment only after an inspection is passed AND the goods are shipped out. 

This is totally standard, and you should not hesitate to require it. 

The transit time from China to most locations in Europe and the United States is 

roughly 29 – 35 days. However, keep in mind that it can take a few days – some-

times up to a whole week – before your cargo is loaded in the port of loading in 

China. The same thing is true in the Port of Destination; it usually takes 2 – 3 

days before your cargo is cleared and ready for pick up. Assume the supplier 

didn’t calculate the delivery time in the way you think they did. Does the suppli-

er’s interpretation of delivery time mean when the goods are finished and sitting 

on the dock ready to load in the truck? Does it mean when the goods arrive to 

the port warehouse? Has the supplier considered the closing date? Goods can 

http://bitly.com/tFQuYW
http://bitly.com/tFQuYW


arrive to port on a Wednesday but because the closing date is the Tues before 

and sailing date is a Thurs, your goods may not sail until the next Thursday (8 

days later!). On the back end did that quoted delivery time include the time they 

wait for your balance payment?  Or did it include transportation to the port and if 

it is a sea shipment was the “closing date” considered in all that. 

If you don’t hit the port at the right time and know your closing date (which in 

short is the day the goods have to be at port to pass through customs to hit the 

next sailing date) then you could potentially lose 10 days. 

If shipping by Sea Freight below I list a number of costs that you should keep in 

mind when shipping from China: 

• Transportation to Port of Loading (included in FOB) 
• Export clearance (Included in FOB) 
• Sea freight charge (included in CIF) 
• Insurance (Included in CIF) 
• Port fees (Included in DAT) 
• Customs clearance fees 
• Custom duties 
• VAT (not really a cost though) 
• Transportation from the Port of Destination·  Document delivery (Bill of 

lading, packing list and commercial invoice)  

• Local charges in port of destination (unloading and administration) 

Sea freight process summary 

1. Transportation to the Port of Loading 

2. Export clearance 

http://bit.ly/pLXZRo


3. Cargo loading on container vessel 

4.i) Shipping to the Port of Destination 

4.ii) The supplier (or the freight agent) sends the Bill of Lading, Packing List and 

Commercial Invoice to the importer 

4.iii.) The importer receives the shipping documents and forwards them to the 

agent in the Port of Destination (this company is specified in the Bill of Lading) 

5. Arrival in the Port of Destination & cargo unloading 

6. The port agent notifies the importer about the cargo arrival. The importer may 

now choose additional services such as customs clearing and transportation to a 

specific address in the importer’s country. In most cases it’s also possible to pay 

the customs and VAT directly to an agent instead of dealing directly with the gov-

ernment for the customs duty and VAT declaration. 

7. The cargo is ready for pick up at the Port of Destination or transported to a 

designated location within the country. 

Chain of Ownership (Incoterms) 

As some point during the shipping process, legal ownership of the products 

passes from your supplier to you.  When this actually occurs is a highly technical 

matter that affects who pays for shipping, who pays for insurance, and when the 

risk of damage passes from your supplier to you. While your supplier typically 

sets out the terms of ownership, they are negotiable. However, when discussing 

these terms with your supplier, you’ll need to be clear and specific, because even 

small misunderstandings can lead to big arguments later on about who bears 



what risk and cost. When discussing shipping, you’ll probably come across 

something called the Incoterms (the International Commercial Terms), a set of 

standardized terms coined by the International Chamber of Commerce to de-

scribe the different ways ownership and risk passes from the supplier to the buy-

er.  There are 13 Incoterms in all, ranging from least to greatest risk to the suppli-

er. Basically an incoterm consists of two components: a three letter code and a 

city name. Let’s begin with the first part. The three letters incoterm code specifies 

“how far” the supplier shall ship the cargo. Basically how much of the shipping 

you pay the supplier to handle. Based on the incoterm you select, you can let the 

supplier handle the shipping of products to a nearby port in China or all the way 

to your front door.  

• Ex Works (EXW).  Supplier’s obligations and risks end when buyer 

takes possession of products at supplier’s premises, with no stipula-

tions for shipping or export. 

• Free Carrier (FCA).  Supplier’s obligations and risks end when sup-

plier delivers products to buyer’s shipping carrier, cleared for export. 

• Free Alongside Ship (FAS).  Supplier’s obligations and risks end 

when supplier places products alongside shipping vessel at port of 

exit, cleared for export. 

• Free on Board (FOB).  Supplier’s obligations and risks end when 

supplier places products past shipping vessel’s rail, cleared for ex-

port. 

http://www.iccwbo.org/
http://www.cargologisticsgroup.com/pdf/incoterm-chart.pdf
http://www.chinaimportal.com/blog/incoterms-shipping-from-china/


(you don’t need to pay any “export tax” when importing from China. 

However, you will need to pay for transportation to the port of loading 

in China and the cost for export clearance papers. Both of these are 

included in every incoterm from FOB (Free on Board) and above so 

you don’t need to even bother with this unless you select EXW as 

your incoterm.) 

• Cost and Freight (CFR).  Ownership and liability changes when 

supplier places products past shipping vessel’s rail, cleared for ex-

port. 

• Cost, Insurance, and Freight (CIF).  Supplier’s obligations and risks 

end when supplier places products past shipping vessel’s rail, cleared 

for export.  But supplier is obligated to buy minimal marine insurance. 

• Carriage Paid To (CPT).  Supplier’s obligations and risks continue 

until delivery to buyer’s destination.  Buyer assumes risk only after 

taking delivery of products. 

• Carriage and Insurance Paid To (CIP).  Supplier’s obligations and 

risks continue until delivery to buyer’s destination.  Supplier pays for 

insurance and cost of delivery. 



• Delivered at Frontier (DAF).  Supplier’s obligations and risks contin-

ue until delivery of products to buyer’s designated destination, without 

products being unloaded from means of transport. 

• Delivered Ex Ship (DES).  Supplier’s obligations and risks continue 

until products reach designated port, onboard shipping vessel, but not 

yet cleared for import.  Buyer must clear products for import. 

• Delivered Ex Quay (DEQ).  Supplier’s obligations and risks continue 

until products are unloaded onto quay (dock or wharf) at designated 

port, but not yet cleared for import.  Buyer must clear products for im-

port. 

• Delivered Duty Unpaid (DDU).  Supplier’s obligations and risks con-

tinue until buyer accepts delivery of products at designated destina-

tion, not yet cleared for import and not yet unloaded.  Buyer must 

clear products for import.  

• Delivery Duty Paid (DDP). This term means that the seller assumes 

all the risks and costs of transport (export fees, carriage, insurance, 

and destination port charges, delivery to the final destination) and 

pays any import customs/duty. The buyer has only to unload the 

goods at the final destination. DDP represents maximum responsibili-

ty for both costs and risk assumption from beginning to end to the 

seller.  

Not keeping two weeks of padding in the shipment schedule 



There will be delays, with a certainty comprised between 30% and 90%. So plan 

for it. Bonus: even worse than failing to plan for delays, is pushing the factory to 

reduce production time. 

Shipping: Supplier Responsibilities 

Bill of lading is a document that your supplier drafts and attaches to your prod-

ucts. There are several kinds of bill of lading, depending if you ship by air or sea. 

All of them should designate you as the products’ intended recipient. Once the 

products are delivered to your door, and you sign the bill of lading, the products 

are legally yours. 

Your Alibaba.com supplier is usually responsible delivering your products to the 

shipper and providing the necessary paperwork to export the products out of his 

country.  He’ll probably work with a professional shipping agent to make sure this 

process runs smoothly. The supplier usually covers the cost of getting your prod-

ucts to the shipper or to the nearest port. You are then responsible for shipping 

and freight forwarding costs.  Once your shipment arrives in your country, you’re 

responsible for clearing your products through customs and having them deliv-

ered to you. These terms are negotiable, however. There are numerous ways 

you and your supplier can split up shipping responsibilities and costs.  But what-

ever arrangements you two decide on, it’s a good idea to set the terms in writing 

to avoid any misunderstandings or disputes later on. 

Shipping: Insurance 

You’ll probably want to buy some insurance to cover your products during ship-

ping.  Usually, the shipping company or freight forwarder will offer insurance cov-

erage as part of the shipping fees.  You can also buy insurance from third-party 

insurance companies. Negotiate with your supplier about who should pay for 

shipping insurance – and how much coverage should be bought. 

http://www.alibaba.com/
http://www.alibabafraud.com/tag/shipping/
http://www.alibabafraud.com/tag/customs/


What will happen if the cargo is damaged? 

This actually happens a lot more often than most importers would believe. This is 

also the time when that insurance turns out to be a pretty good investment. If 

your cargo is damaged then I advise you to follow this process: 

1.) Take photos and videos of the damages 

2.) Estimate the total number of damaged cartons and products 

3.) Make a calculation of the total value loss. Keep in mind that this should be 

supported by the value stated on the invoice. (Insurance companies are not stu-

pid and fraud was still a criminal offense last time I checked) 

 

4.) Send the material to your insurance company 

The last point is not always that easy if you let your supplier manage the sea 

freight and have no clue of which insurance company they selected. Therefore I 

suggest that you ask your supplier for a copy of the sea freight insurance 

policy before the cargo is shipped. Then you’ll know who to contact in case 

your cargo would be damaged during the transportation. 



If you have a valid claim it’s usually a rather quick and painless process to go 

through in order to get your money back. However, keep in mind that most sea 

freight insurance only covers the value of your products – not the shipping costs. 

Packing: 

To protect your products from damage during shipping, you should discuss how 

to safely package your products with your supplier. Are your products fragile ob-

jects that require lots of care?  Are they perishable goods that need to be sealed 

and/or kept on ice?  Or can they just be cramped into one box? If you don’t nego-

tiate packaging beforehand, your supplier might be tempted to use the cheapest 

method of shipping with little thought of protecting your products.  So discuss this 

matter with him, ideally as early as possible. 

A great article on shipping precautions here 

  

Prior to your order you shall clearly specify to your supplier which export packing 

you require. At a minimum I recommend the following specifications: 

1. Outer cartons: 5 layer cartons 

2. Request RSC boxes be used or even better FOL Containers (see link) 

 

      3. Inner cartons: 3 layer cartons 

http://qualityinspection.org/protect-shipment-china/
http://image.slidesharecdn.com/packagingbestpracticespresentationfeb2011-13335666269748-phpapp02-120404141305-phpapp02/95/packaging-best-practices-presentation-5-728.jpg?cb=1333566941


 

4. Pallets: Wooden freight pallets (dimensional standards vary between differ-

ent countries) 

 

5. Protective plastic: Yes (wrapped around the outer export cartons) 

 

6. Plastic straps: Yes (shall fix the cartons to the pallet) 

Ask the factory to give you sample of carton which they intend to use, and 

check if your unit of products correctly fits in. Explain in your contract how you 

want the folding, and cartons should be adapted to that. 

Retail Packaging Check – This check refers to checking the packaging of the 

goods for all packaging factors other than the most outside carton (shipper car-

ton) and export-related packaging such as pallets, etc.  In the below examples, a 

color card or clam-shell packaging may also be considered the “retail box”.  

Checkpoints which are included in the Retail Packaging Check, and should be 

verified pre-shipment against any specified requirements, include: 

1. Number of pieces per retail box 

2. Number of retail boxes per inner carton 

2. Size and weight of the retail box and/or inner carton 



"  

4. Packaging detail of the retail box/inner carton, including: 

a) Use of poly bags or bubble bags 

b) Use of Styrofoam or other protective materials 

c) Use of a sheet of protective cardboard on the top of the box/carton 

(preventing the final opener of the carton    from cutting into product with a razor 

blade) 

d) Carton Ply – Checking that retail box and inner cartons have the correct ply (1-

ply, 2-ply, 3-ply, etc.) 

e) Use of strapping around the inner box as required (plastic straps, metal straps, 

etc.)  

f) Type of sealing (tape) used on the box/carton (i.e. kraft, opaque, transparent) 

g) Fastening of the box/carton (i.e. staples, glue only, etc.) 

checking inner box weight 

5. Checking for empty boxes/cartons mistakenly or purposely included in the 

shipment 



 

6. Checking the assortment of product within the retail box/inner carton (i.e. 3 

blues, 3, reds, 1 white per inner box) 

 

7. Checking the ECT (Edge Crush Test) and BST (Bursting Strength) of packag-

ing material including the retail box and/or inner carton (may not be checked on-

site, should be sent to the lab for verification) 

 

8. Barcodes, stickers, markings and any other labels on the retail box/inner car-

ton 

 

9. Retail Package Contents – Verifying that what is included in the retail box 

matches the specified requirement 

 

10. Vendor/Date/Manufacture Coding – Ensuring that any required manufactur-

ing/expiration/vendor coding is included properly 

 

11. Verification of the Retail Box Artwork – Verifying the retail box layout and art-

work against an approval sample 

 

12. Overall Appearance – Checking the overall appearance of the retail box/inner 

carton, ensuring there are no deviations in color, texture, holes, scratches, ab-

normalities, or odors present. protective sheet unsed in inner carton. 



"  

Here are a couple retail packaging related issues that I myself have discovered 

and been involved in helping clients avoid, while working with Chinese factories 

over the past 10 years: 

1. A cookware factory in Guangdong province that has been shipping product for 

major US brands decides to substitute the glue it is using to assemble the color 

boxes.  This new glue was not tested.  It turns out that the glue dries out easily.  

Within 2 weeks of being stored in the importer’s US warehouse the color boxes 

start to come apart.  The importer’s own clients (major US retailers) are very dis-

appointed with the color box as their own customers complain.  They charge 

back the importer a total of $10,000.  The needed re-work costs the importer 

$15,000.  This kind of situation can easily be avoided by setting up a 

“change requires notification” QC process for your China suppliers. 

2. A high-end audio factory in the Shanghai area producing product similar to 

Bose and Tivoli is not careful about the UPC stickers it is applying to the retail 

packaging for a piece of consumer audio equipment shipping to the US.  They 

mark the black units with a “Red” UPC sticker and the red units with a “Black” 

UPC sticker.  The merchandise is being shipped as a test order for a major retail-



er and the slip-up ends up causing huge embarrassment to the brand involved.  

Also, they are charged back $9,000 by the retailer.    This type of mistake can be 

avoided by: 1. Including a barcode check in the Retail Packaging Description part 

of your QC Checklist, and 2. performing a pre-shipment inspection that includes 

checking for this checkpoint. 

* Note that the inner packing, or the products themselves, might be humid. This 

is not unusual when production takes place in China, Vietnam, or India… Particu-

larly during the rainy season. 

There are a few solutions to this problem.  

Desiccants can be placed inside the cartons. Some products might have to go 

through an oven, or rest in a dry room (with air conditioning or with a dehydrator 

running), before packing. 

* ask for photos of the packing before shipping to ensure the goods are being 

packed properly. This allows you to provide feedback to the supplier.  

*  inform the supplier how long the cartons are supposed to last. For example: 

“we need packing that is going to last from factory to port to unloading to travel 

across the USA, etc…” 

(Shipping with a Freight forwarder) 

Shipping: Freight Forwarding 

A good article in regards to freight forwarding options 

http://export.gov/logistics/eg_main_018144.asp
http://qualityinspection.org/freight-customs-china/


Make sure you use a company on in your country, plus make sure you have ac-

cess to an account manager for follow up. Companies such as DHL do not offer 

account managers which could lead to frustration for the importer. 

Freight forwarding companies deliver your products to your doorstep. 

Some freight forwarders, such as FedEx or UPS, can handle all aspects of the 

import-export process, from picking up your products at your supplier’s to deliver-

ing them to your doorstep. These companies take care of the logistics and cus-

toms as well – and help you and your supplier prepare all the necessary import-

export paperwork. They also have customs brokers at your port of entry to sort 

out customs duties and tariffs. Other freight forwarders might just ship your prod-

ucts from the port of exit to the port of entry.  It’s then your responsibility to clear 

them through customs and get them delivered to your doorstep. To find freight 

forwarders, simply do a search on the Internet.  Look for a company with the right 

geographic reach, services, and costs.  Inquire about customs duties and fees. 

 Negotiate prices.  Also, if you have specific needs, such as special packaging 

requirements, say so upfront. 

Final payment 

• Check the quantity of shipped products 

• If payment by bank wire: transfer the balance 

• Supplier sends all original documents 

• Confirm receipt of all original documents 

Customs clearance 



1) All invoices for textile wearing apparel should indicate a component material 

breakdown in percentages by weight for all component fibers present in the en-

tire garment, as well as separate breakdowns of the fibers in the (outer) shell 

(exclusive of linings, cuffs, waistbands, collars and other trimmings) and in the 

lining; (2) for garments which are constructed of more than one component or 

material (combination of knits and not knit fabric or combinations of knit and/or 

not knit fabric with leather, fur, plastic including vinyl, etc. 

When shipping a product overseas as part of a commercial transaction, the ex-

porter must be aware of packing, labeling, documentation, and insurance re-

quirements. To ship a product overseas, exporters have at least four options. 

Many exporters rely on an international freight forwarder to perform these ser-

vices. Some companies utilize the services of Shippers’ Associations. Other 

companies use express delivery or mail services. It is also possible for exporters 

to arrange their own shipping. 

(Customs fees, forms and procedures) 

• Entry Manifest (CBP Form 7533) or Entry summary form (CBP Form 7501) – 

This form should work (instructions here), it covers a broad range of commodi-

ties, or Application and Special Permit for Immediate Delivery (CBP Form 3461) 

or other form of merchandise release required by the port director. 

•  Evidence of right to make entry,  

• Commercial invoice or a pro forma invoice when the commercial invoice cannot 

be produced,  

• Packing lists, if appropriate,  

• Other documents necessary to determine merchandise admissibility.  

http://export.gov/logistics/eg_main_018144.asp
http://export.gov/logistics/eg_main_023294.asp
http://forms.cbp.gov/pdf/7501_instructions.pdf
https://help.cbp.gov/app/answers/detail/a_id/436/~/requirements,-criteria,-or-format-of-a-commercial-invoice,-bill-of-sale,


Note: If the goods are to be released from CBP custody at the time of entry, an 

entry summary for consumption must be filed and estimated duties deposited at 

the port of entry within 10 working days of the goods' entry.  

* For counseling at every step of the exporting process please contact the U.S. 

Export Assistance Centers 

1) CBP entry forms do ask for your importer number: 

IRS business registration number 

Or 

Social security number 

Or 

CBP (customs and border patrol) assigned number – use form CBP Form 5106  

(Must be presented to the Entry Branch at a CBP port of entry where you intend 

for your goods to enter) 

2) Mark and number each package so it can be identified with the corresponding 

marks and numbers appearing on your invoice. (properly mark and number the 

packages in which the goods are contained; list each package's contents on the 

invoice; and place marks and numbers on the invoices that correspond to those 

packages.) Also keeps packages particular to one item/design to facilitate for 

easy inspection (mixed packages can result in higher duty fees) In addition, the 

highest-rate rule does not apply to any part of a shipment if satisfactory proof is 

furnished that: The value of the commingled articles is less than the aggregate 

value would be if the shipment were segregated. 

http://www.export.gov/eac/
http://www.export.gov/eac/
http://www.cbp.gov/sites/default/files/documents/CBP%252520Form%2525205106_0.pdf
http://www.cbp.gov/contact/ports/ny


3) Show a detailed description on your invoice of each item of merchandise con-

tained in each individual package (should be marked on the outer wrapper, on 

the address side, “Invoice enclosed.”) 

- In regards to samples of merchandise being shipped through the national postal 

service must bear on the address side a label, Form C1, provided by the Univer-

sal Post Union, or the endorsement “May be opened for customs purposes be-

fore delivery,” or similar words definitely waiving the privacy of the seal and indi-

cating that CBP officers may open the parcel without recourse to the addressee.  

- A formal CBP entry (also called a consumption entry) also must be filled for 

samples of textiles at the CBP port nearest you. A commercial invoice is required 

with the entry.  

* Samples are still required to file an import visa with CBP. 

******* See if the above is still true when the box is just marked samples ******** 

Commercial Invoice is only relevant for sea freight. As most samples are deliv-

ered by air, the CI is not applicable. However, the supplier should still declare the 

proper customs value (CIF in EU & Israel, FOB in Australia & USA). 

4) Mark your goods legibly and conspicuously with the country of origin 

5) Consider using the Automated Broker Interface (ABI) by CBP (a voluntary on-

line system to handle al paperwork and payments) 

http://www.cbp.gov/trade/acs/abi/contact-info


6) File Surety (a bond): The entry must be accompanied by evidence that a bond 

has been posted with CBP to cover any potential duties, taxes, and charges that 

may accrue. Bonds may be secured through a resident U.S. surety company, but 

may be posted in the form of United States currency or certain United States 

government obligations. (CBP form 301) 

7) If someone is taking on these responsibilities on your behalf a CBP Form 5291 

must be filled.  

8) File a textile visa place holder (Visa must have this info - A unique certificate 

number; The date of issuance; The Harmonized Tariff Schedule (classification) 

number; The quantity; The unit of measure; and The manufacturer identification 

(name and address). See if I have to file this or the manufacture does or the Chi-

nese ministry of commerce automatically does. If so I most likely have to file with 

the Chinese Ministry of Commerce (MOFCOM). 

9) See if the good I am importing is subject to Federal Excise tax with the port of 

entry in which the goods are entering the United states *Note not all products are 

subject to this tax. 

10) Find out if the goods you import into the United States are subject to state or 

local taxes by contacting your local or state treasury office. CBP does not collect 

taxes on behalf of the state. 

11) See If I must file a SED (shippers export declaration) with CBP 

12) Goods imported into the United States are subject to user fees. The user fee 

and amount collected by CBP depends on the type of entry and mode of trans-

portation used to bring the goods into the United States. For instance, formal and 

http://www.cbp.gov/contact/ports
http://www.cbp.gov/contact/ports
https://help.cbp.gov/app/answers/detail/a_id/292/~/when-to-apply-for-an-electronic-export-information-%252528eei%252529


informal entries are subject to a Merchandise Processing Fee (MPF). The MPF 

for formal entries is an ad valorem fee of 0.3464 percent. The maximum amount 

of the fee shall not exceed $485 and shall not be less than $25. The fee is based 

on the value of the merchandise being imported, not including duty, freight, and 

insurance charges. MPF for informal entries (i.e. goods imported via mail etc.) is 

a set fee and ranges from $2.00 to $9.00 per shipment.  

If the mode of transportation is via ship a Harbor Maintenance Fee (HMF) is col-

lected by CBP. HMF is .125 percent of the value of the commercial cargo shipped 

through identified ports. HMF is not collected on cargo imported or transported 

via air or mailed. However, goods that are shipped are subject to both MPF and 

HMF. 

13) File the tariff# with the Electronic Export Information in the Automated Export 

System (AES), and complete the certificates of origin.   

*Note: My underwear product will most likely be one of two numbers I re-

searched. 6108.92.0015 – manmade Fiber -  (category 652 – Conversion factor 

to square meters = 13.40; unit #1 Dozen) or 6108.21.0010 – Cotton knit – (cate-

gory 352 – Conversion factor to square meters = 9.20; unit #1 dozen) 

* If unsure of the tariff or country or origin. A ruling may be requested under Part 

177 of the CBP Regulations (19 C.F.R. Part 177) by any person who, as an im-

porter or exporter of merchandise, or otherwise, has a direct and demonstrable 

interest in the question or questions presented in the ruling request, or by the au-

thorized agent of such person. A "person" in this context includes an individual, 

corporation, partnership, association, or other entity or group. 

A request for a valuation or carrier ruling should be in the form of a letter.  A re-

quest for a ruling regarding tariff classification, certain marking, origin, NAFTA 

and applicability of Trade Program should be submitted in the form a letter or 

http://export.gov/logistics/eg_main_018119.asp


electronically via the eRulings Template. Requests for Valuation and Carrier rul-

ings should be addressed to: 

Requests for tariff classification rulings, certain marking, origin, NAFTA and ap-

plicability of Trade Program should be addressed to: 

Or to any service port office of CBP. A request for a tariff classification should in-

clude the following information: A complete description of the goods. Send sam-

ples, if practical, sketches, diagrams, or other illustrative material that will be use-

ful in supplementing the written description, Cost breakdowns of component ma-

terials and their respective quantities shown in percentages, if possible, A de-

scription of the principal use of the goods, as a class or kind of merchandise, in 

the United States, Information as to commercial, scientific or common designa-

tions, as maybe applicable, and Any other information that may be pertinent or 

required for the purpose of tariff classification. To avoid delays, your request 

should be as complete as possible. If you send a sample, do not rely on it to tell 

The Commissioner of U.S. Customs and Border Protection 

Attention: Regulations and Rulings 

90 K St., NE, 10th Floor 

Washington, DC 20229 

(The Division and Branch in Regulations and Rulings to which the request 

should be directed may also be indicated, if known.)

Director, National Commodity Specialist Division 

U.S. Customs and Border Protection 

Attn: CIE/Ruling Request 

One Penn Plaza, 11th Floor 

New York, NY 10119

https://apps.cbp.gov/erulings/index.asp


the whole story. Also, please note that samples may be subjected to laboratory 

analysis, which is done free of charge. If a sample is destroyed during laboratory 

analysis, however, it cannot be returned. 

Domestic transport 

• Arrange domestic transport 

• Confirm receipt of products 

Warehousing 

• Arrange sufficient manpower and space 

QC on incoming products 

• Share PO & share product specs with internal QC staff 

• QC service checks conformity & quality 

• If necessary, give feedback to supplier and inspectors 

Next Order Procedures 

When should letters of guarantee be used? 

I see two situations where a letter of guarantee can be used: 

1. When an importer feels confident about a factory’s quality standard (after 

inspections have been consistently passed), she can check only some 

shipments and ask letters of guarantee for the others. It only serves as a 

signal to the supplier that they should maintain their quality level. 

2. After an inspection is failed for an issue that is of minor importance to the 

buyer, asking the supplier to rework the goods and ship them without re-

http://qualityinspection.org/letters-of-guarantee-a-substitute-to-quality-control-for-importers/


inspection can be a good tactic. It saves “face” and shows some goodwill. 

Again, asking for a letter of guarantee is a signal to the supplier. 

Moving molds from one chinese factory to another 

Other 

Useful Chinese translations 

http://qualityinspection.org/useful-chinese-translations-for-buyers-going-to-factories/ 

http://qualityinspection.org/communication-in-china/ 

Great resources: 

http://www.cpsc.gov/en/ 

http://www.astm.org 

http://www.cpsc.gov/en/Business--Manufacturing/Testing-Certification/Lab-Accreditation/ 

http://business.ftc.gov/ 

http://www.cbp.gov/ 

http://otexa.trade.gov/msrpoint.htm 

http://www.export.gov/index.asp 

http://qualityinspection.org/transfer-tool-mould-china/
http://qualityinspection.org/useful-chinese-translations-for-buyers-going-to-factories/
http://qualityinspection.org/communication-in-china/
http://www.cpsc.gov/en/
http://www.astm.org
http://business.ftc.gov/
http://www.cbp.gov/
http://otexa.trade.gov/msrpoint.htm
http://www.export.gov/index.asp


http://www.chinalawblog.com/ 

http://aesdirect.census.gov/ 

http://qualityinspection.org/ 

http://www.chinaimportal.com 

http://silkroadintl.net/blog/ 

http://www.importsoriental.com/blog/ 

http://www.quality-wars.com/ 

http://chinasolved.com 

http://www.patagonia.com/us/footprint/ 

http://sustainability.hm.com/en/sustainability/downloads-resources/resources/supplier-

list.html 

https://panjiva.com/ 

www.portexaminer.com 

http://productsimple.net 

https://www.productip.com/ 

www.youcancallmephil.com 

Don’t forget costs of TT (bank wires to factory) in kick starter campaign total 

Look at this article when trying to calculate the total landed cost of importing my goods 

http://www.chinalawblog.com/
http://aesdirect.census.gov/
http://qualityinspection.org/
http://www.chinaimportal.com
http://silkroadintl.net/blog/
http://www.importsoriental.com/blog/
http://www.quality-wars.com/
http://chinasolved.com
http://www.patagonia.com/us/footprint/
http://sustainability.hm.com/en/sustainability/downloads-resources/resources/supplier-list.html
http://sustainability.hm.com/en/sustainability/downloads-resources/resources/supplier-list.html
https://panjiva.com/
http://www.portexaminer.com
http://productsimple.net
https://www.productip.com/
http://www.youcancallmephil.com
http://www.sofeast.com/calculate-landed-cost/


(Note to readers - The information provided is a collection of articles and docu-

ments artfully cut and pasted together from the resources above. In no way is 

this my sole intellectual property, or do I intend to make any money off it).  

Results may vary per use and use case. Please cite respected links when credit-

ing). 


