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Avoiding Middlemen:
what most China sourcing agents,
trading companies and brokers
don’t want buyers to know!

Summary
Written by Mike Bellamy, the founder of Shenzhen-based sourcing agency
PassageMaker, this whitepaper is a behind the scenes look at common tactics
used in China to deceive buyers. Is designed to give the reader the tools needed
to avoid typical traps.

Target Audience
Buyers sourcing or interested in sourcing from China
About the Publisher
Founded in 2010, the China Sourcing Information Center (CSIC) is a not-forprofit organization that exists to educate, develop, and advance the China
sourcing profession. Support from corporate sponsors and donations from
individuals help keep the following services available to the public free of charge:
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Introduction
Turn over just about any product these days and you are likely to find
the “Made in China” label. While it is easy to find “a supplier” in China,
the point of this article is to help buyers avoid middlemen and go factory
direct to the “right supplier.”
To test my theory that the vast majority of vendors encountered by
buyers are actually just middlemen, a few years back I attended a trade
show in Mainland China where I stood in the main hall, held up a
sample of a complex product and said in English “can anybody here
make this item.”
In the blink of an eye I had 15 interested parties. All claimed “mei wenti”
(“no problem”) and boasted of their factory direct connections and great
pricing. If only it was this simple to find a supplier.
After interviewing all of them, it became obvious that these were people
(both western and Chinese) with only loose connections and no industry
experience. They were essentially just middlemen. One was even a cab
driver who carried the brochures of factories in his trunk and claimed to
be a factory representative to any buyer who got in his taxi.
Today, the amount of money involved in the China Sourcing game is so
large that just about anybody will offer to be your source in hopes of
making a quick buck. BUYER BEWARE.
Definition of Middleman
For the sake of this article, a middleman is an intermediary who provides
little value in the supply chain, perhaps only playing match maker but
building in a margin. On the surface, in order to have a more perceived
value, they may claim an intimate relationship with the fac tory, but if
they don’t allow you to communicate directly with the factory, then you
are dealing with a middleman.

If the intermediary is providing legitimate value (for example logistics,
project management or quality inspection) then perhaps there is a p lace
for them in the supply chain. But if the intermediary is not transparent
in where their margin lies, then most likely the actual value for their
inspection or project management service has been greatly inflated .
Before you sign up with an intermediar y simply ask that they separate
the costs for their “service” from the “production costs .” If they fight
this, then you know his or her actual value to you is minimal.
Why go factory direct?
There are four reasons why the western buyer should avoid excess
middlemen as much as possible.
1. Costs: Extra layers increase costs
2. Quality: If the middleman makes his margin by adding a mark
up to the product, then he has an incentive to direct the buyer
towards the supplier where he can add the biggest margin which
is often his cheapest and lowest quality option. The middleman’s
interest is not aligned with the buyer’s interest to find the best
price/quality ratio.
3. Security of IPR (intellectual property rights): If the middleman
does not disclose the actual location of production, then the buyer
has no way of knowing who has access to sensitive design and
branding. The use of middlemen is the #1 reason knock offs are so
prevalent in China, as too many buyers have no idea who is
actually making his or her product. If you don’t know who is
making it, you can’t control your IPR. Furthermore, unlike a
factory, which has laborers, equipment and actual facilities,
middlemen have few physical assets and can disappear into the
Zhejiang or Dongguan mist when there is a problem such as a
lawsuit about IPR infringement or quality recall.
4. Communications: To avoid the buyer cutting the middleman out
of the loop, the middleman will do all he can to keep the buyer

from knowing the identity of the actual manufacturer. This extra
layer increases communication lead times and prevents the buyer
from talking direct to the people who have the mo st knowledge
about the product—the engineers on the production line. This
muddled line of communication is particularly troublesome when
technical problems arise in production and the factory engineering
team and the buyer must communicate via a middleman who may
not have the technical understanding to explain issues properly.
How to Spot a Middleman
Assume all potential suppliers are middlemen until p roven otherwise!
The most common spin you will hear from the western middlemen is
that “they leverage their overall buying power to help you get the best
price with the factories they have pre-qualified.” 99% of the time this is
not true and is simply a slick sales message to make the buyer feel safe
and keep you at arm’s length from the factory.
Chinese middlemen may even say that they “own the factory”, but when
it comes to factory visits you hear excuses like “the power is off” or
“let’s just meet at our HK sales office” in hopes you never get to see the
production base. If the middlemen above simply stated they were
outside sales agents it would at least be ethical, but of course then the
buyer would know they are not the actual factory.
Here is a check list:
 Avoid sellers that refuse to list the name or location of the
production facility.
 Focus on those factories that can clearly show production
experience with your particular product or production
method. They should have samples and quality document s
readily available if they are a real factory.
If you are able to arrange a factory visit:

 Do your contact’s business cards match the factory staff’s
information? If the cards don’t match in name, color and
address, then your contact is probably a middleman.
 Do the people at the factory clearly know your contact or
does he give out business cards to factory staff when givi ng
you the tour of “his factory?” At worst case this may be his
first time working with the factory and you may as well
build your own relationship without him.
 Be aware that polished English skills do not reflect
production skills. Often the most polished websites are set
up by trading companies.
 Look for clear information about operation size, equipment
and staffing.
 Be wary if they supply a very large range of products.
 Ask for ownership papers of the factory. Be explicit that the
production location may be audited by you in pe rson and
that this location cannot be changed without approval from
buyer.
(You would be surprised at the number of
middlemen who will take the buyer on a visit of a factory
only to change the location to a less expensive and poor
quality option after the buyer leaves.)
The Good News
China has a massive production base, and in most cases there is no need
to use a middleman as there is a factory out there with just the right mix
of price, quality, service and lead time for your particular sourcing
program. It is my strong belief that the vast majority of China sourcing
middlemen provide little or no value to your supply chain.

Recommended Viewing
Ten short videos to get you started sourcing in China.
Video 1: Finding Suppliers
Video 2: Evaluating Suppliers
Video 3: Negotiations
Video 4: Project Management and Quality Control
Video 5: Protecting Your Intellectual Property
Video 6: Leveraging Global Sources
Video 7: How to Find and Manage Partners for Logistics
Video 8: Avoiding Scams
Video 9: Returning Defective Products
Video 10: Resolving a Dispute

Recommended Reading

The Essential Reference Guide to China Sourcing
(chinasourcinginfo.org/book/)
Written by this white paper’s author.
The book offers tools and strategies for finding and
managing suppliers and service providers in China.
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