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Question 1: What criteria or key metrics will you use to qualify potential suppliers and measure supplier performance over the term of the contract?
1. [bookmark: _GoBack]Quality: I would ask whether the Chinese supplier has provided goods and services to the levels specified in the contract. For instance, what is the damage/defect rate of the components provided?
2. Delivery dependability: I would evaluate whether the supplier has delivered in time and in qualities laid out in the contract. I would determine how the supplier overcame the barriers to supply in time and required specifications. 
3. Cost: I would evaluate the cost per component and the overall costs associated with the sourcing process. For instance, are there quantity discounts provided to make the sourcing more affordable. 
4. Supplier risk: I will evaluate the supplier’s risk in terms of overall delays, the average response time and any corrective actions such as replacement of defect goods. 

Question 2: What are some of the potential hidden costs beyond initial purchase price that could increase total cost to use?
1. There are costs incurred in the management and coordinating of the contracts with the supplier. 
2. There are costs attributed to the unplanned logistics activities such as needed commodities not being in expected location. 
3. Costs associated with inappropriate sales and operations planning.
4. Costs of delivery of substandard goods. 
5. Costs of returning inappropriate or defect commodities. 

Question 3: What are at least 3 fundamental risks to the sourcing arrangement in China and what actions do you suggest to mitigate them?
1. Risk of business loss due to inadequate due diligence made on suppliers. This can be rectified by checking online reviews, making follow up by telephone calls and asking for the supplier’s copy of business license. 
2. Risk of losing funds due safety issues. It can be corrected by reviewing the payment methods and picking safe methods of payment such as the escrow service. 
3. Inability to have an attorney review the contract. It is best to have a well-experienced cross-border transaction attorney make a detailed review of the contract and evaluate all the factors including the pros and cons. 
