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Remember to bring an object that you don't know 

how it's made to Studio this week.



Make-Buy Decision (Do I Produce Myself or Outsource?)
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Allbirds outsources...Modern Meadow produces itself...

What explains these decisions? www.menti.com
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Make-Buy Decision (Do I Produce Myself or Outsource?)

Alpha Assets are the source of competitive advantage for companies.

They are the rare and necessary resources required to do the job.
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Can the production process be an alpha asset for the company?

If not, then probably will contract for production with a supplier.

Allbirds outsources...Modern Meadow produces itself...



Key Factors in Supplier Selection

• Quality, capabilities

• Cost

• Materials

• Processing (incl. labor)

• Tooling

• Assembly (incl. labor)

• Overhead and profit (incl. labor)

• Freight

• Duties

• Lead time (order to delivery)
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What gives a geographic region an advantage in production?
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Congressional Research Services Report

https://fas.org/sgp/crs/row/RL33534.pdf

China

Mexico

Thailand

Indonesia

Vietnam

https://fas.org/sgp/crs/row/RL33534.pdf
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2018 average wage in manufacturing
~ 70,000 CNY/yr ~ 10,500 USD/yr (~ 5 USD/hr)

Minimum wage in Shenzhen ~ 2 USD/hr

Factory Wages in China
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CNY/yr

6.71 RMB (CNY) ~ 1 USD
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Soy beans

Semiconductors

Aircraft

Raw materials

Apparel

Computers

Toys and bicycles

Consumer electronics

Furniture

The difference is made up in T-Bills…

2016 figures

$120B (2018)

$540B (2018)
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Accelerators / Incubators (e.g., HAX)
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• 3 – 12 months in Shenzhen

• Combination venture investment, 
incubator

• Several course alums have done HAX.

• Lilu
• Wazer

• Vue



VUE at Hax (May 2018)
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Hong Kong (West Kowloon) to Shenzhen (Futian) now 14 minutes
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https://www.youtube.com/watch?v=fn62gcoOE3Q

https://www.youtube.com/watch?v=fn62gcoOE3Q
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Learning More
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Leslie T. Chang. 2009. Factory Girls: From Village to City in a Changing China. (Amazon)

The Last Train Home (Film available via Netflix etc.). wikipedia
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Simon Winchester. 2009. The Man Who Loved China: The Fantastic Story of the Eccentric 

Scientist Who Unlocked the Mysteries of the Middle Kingdom. (Amazon)

https://www.amazon.com/Factory-Girls-Village-Changing-China/dp/0385520182
https://en.wikipedia.org/wiki/Last_Train_Home_(film)
https://www.amazon.com/Man-Who-Loved-China-Fantastic/dp/0060884614

