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C China Goes Global )

Russell Flannery

_ In two years’ time, China’s household appliance' market is

i expected to exceed the U.S.” white-goods® business in volume

— 55 million units versus 51 million. The market leader in China

i by a long shot is Haier Group’. Based in the eastern port city of  bya long shot #5fse; #/k £ 4 %
Qingdao, Haier accounted for more than a quarter of China’s

i appliance sales last year. Add its fast-growing foreign operations

and Haier’s revenues hit nearly $5 billion last year — up 51% revenue z. #cA; i ; BHEGEA
¢ from 1999 — making it the world’s sixth-biggest maker of

large white goods. A few years ago, Haier won another kind of

i accolade when it became one of the first mainland companies to ~ accolade n. #45; &#; %; %
be featured in a case study at Harvard'’s business school®. *; KA
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Beyond its own standing and success, Haier is important
. because it offers an insight into the changes washing across the
Chinese economy. Haier’s arrival as a serious brand player in the
global appliance business—it has plants in 13 countries and sells
its products in more than 160—signals that the initial phase of initial adj. &#145; Fk#
market economic reforms’ in China’s once-closed economy are
i nearing an end. Winning domestic brands, such as Haier and
. the computer maker Legend’, will increasingly turn outward for
growth, as they face the prospect of more foreign competition
on their own turf following China’s admission into the World ~ wurfz s##&; $4%H
. Trade Organization’.

“China’s entry into the WTO will dramatically change the dramatically adv. & B3k ; 3| Az
i business landscape in an economy that the world is countingon A3 5
for growth in the coming years.” says Ming-Jer Chen®, a Chinese landscape n. A% ; % &; A%
management expert, a business professor at the University of &; A&
. Virginia’ and the author of a new book, Inside Chinese Business'’.
“Because of its size and large range of products it sells, Haier is
. going to be at or near the center of what’s happening in China’s
economy. In other words, what they do will have a big impact
. on foreign companies that are looking to succeed in China. With
. Haier, they will find a company whose approach is sophisticated
- and whose leadership is energetic.”

i Competitive pressure in China’s home appliance market—
where the bulk of Haier’s sales came from last year—is only bulk n. (E X) #tk; 4k; %%
going to intensify. The company has to find ways to lower its 44
: manufacturing costs while squeezing more profit out of its huge
distribution network'".

Haier has more than 30% of the small-refrigerator market
in the U.S. — will also test the Chinese company’s management
ability. Haier is determined to keep growing: The company said

. in July that it would inject assets from a mobile-phone joint injectv. iz4t; EA
venture into a Hong Kong listed company that’s been renamed
: Haier-CCT Holdings"’. Haier could end up with more than 40%
of the Hong Kong company and use it as a channel to raise



© money for investments and elevate its international profile.

: The guiding genius behind Haier’s success is its chief
. executive officer, Zhang Ruimin, whose management theories
are influenced by ancient Chinese philosophy. The fruits of
Zhang’s success are apparent all over Qingdao, a city of about
7 million people. Today Haier advertisements line the sidewalks
- of the city’s prosperous shopping districts. Its philanthropy
funds schools, and its industrial muscle is on display in an area
along the city’s Haier Road. Haier’s history is enshrined in the
: Haier Technology Museum, open last year in a booming area of
eastern Qingdao that was farmland only a few years ago.

i Zhang, 52, made his mark in the mid-1980s when as
a senior manager he took a sledgehammer to defective
refrigerators in front of a group of workers at what was then
. known as the Qingdao Refrigerator Factory. His point: to
emphasize the importance of quality. He’s since refined an
i approach that pressures laggards to improve. Today Haier
and its affiliates control more than 30% of China’s refrigerator,
- washing machine and freezer markets. The company is also
a big maker of TV sets, air conditioners and mobile phones.
At an international appliance exhibition in Qingdao in June, it
complemented its lines of white goods with a big push into new
. “black goods” — electronics products such as PC peripherals.
Among Haier’s other businesses: a restaurant chain and Haier
. Brothers cartoons.

: Seated in a conference room, Zhang is upbeat about Haier’s
business outlook this year — a marked contrast to the attitude of
. many appliance makers elsewhere. He aims to expand sales this
year by 50%, to $7.5 billion and he still wants Haier to become
© one of the world’s 500-largest companies'’ by the middle of the
decade. He expects much of this year’s growth to come from
overseas sales, including the U.S.

Yet Zhang also says that he is altering some of the strategies

elevate v. #2%; #7

philanthropy z. & ; & £%3);
BEFL

display n. ; 73]

enshrine v. & & X&AFXH T
booming adj. Ri& X fE; ¥Rg
-5

sledgehammer 7. (F K 4569) X 4%

laggard »n. RAEEMALE; ity
At
affiliate n. Mt B fik; 52 3)

peripheral n. (3t #L4y) SHE &
%&; RAaxg :
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that worked in the past. Domestic acquisitions'* that fueled
| Haier's rapid growth in the past in the 1980s and 1990s, for
instance, are now poised to slow. Instead, Zhang says that Haier ~poised adj. % F -k %

. is learning from such companies as Nike'* and Dell'® and wants

to increase outsourcing. He also spoke of more aggressively

. tapping alliances with foreign companies to keep up with new tapv. #17; F&; &g
technology. In another change, Haier’s leader says that he wants

: to generate more growth from services. In particular, Zhang

wants to take advantage of Haier’s big distribution network — as

: many as 16,000 trucks in China move Haier products every day.
: This year Haier for the first time has begun distributing foreign

: products, a business that he expects will expand more quickly

after China enters the WTO. “Foreign- companies tend to need

. help with distribution,” he says, adding that he is considering a

domestic stock listing of its distribution unit. Zhang also disclose

. that Haier is in talks with potential local and foreign partners

to invest in a new field: financial services, including a bank

. and insurance company. Overseas expansion, meanwhile, will

continue — Zhang is on the lookout to buy plants. In June he

. picked up one in ltaly for $8 million.

What home appliance makers need, says Zhang, is more
innovations. “Home appliances are becoming more like IT
[information technology] products, and IT products will become
more like appliances,” he says. Haier displays at Qingdao’s trade

i show in June highlighted the company’s mobile phones. Another
. display showed how consumers could monitor their home’s
. appliances by the internet. Haier held a joint press conference
with Ericsson' in June to illustrate how the Chinese company
. plans to incorporate the European company’s Bluetooth wireless
technology'® in its own appliances.

: The partnership with Ericsson is expected by Zhang to be
one of many. “Things are different today from the traditional
. economy. Then companies all had their own researchers.
i Now that’s not as necessary,” he says. “I can form an alliance
i with Ericsson for Bluetooth technology. Tomorrow | can work



with Motorola. Two days from now | can work with Nokia.”
i The alliances offset one of Haier’s shortcomings, a lack of
i homegrown R&D".

: Overseas Haier has used tactics different from those used
. by most Chinese exporters that compete on price, focus on
contract manufacturing and start in less affluent markets overseas.
© For starters, Haier sells products mostly under its own brand. It
also has manufacturing sites in countries with widely different
living standards. And it adapts its products to local tastes. In the
U.S. one of Haier’s best-selling new products last year was a
refrigerator designed for wine, an idea refined by Haier America’s
president, Michael Jemal. Last year Haier sold 25,000; this year it
expects the figure to increase fourfold. “This is an example of how
we can grow and avoid price competition: by coming up with
products that others companies don’t have.” Jemal says.
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I. Decide whether each of the following statements is true, false or not given. Write T at the
end of the statement if you think it is true, F if you think it is false and N if you think the

information is not given in the text.

1. As one of the first mainland companies to be featured in a case study at Harvard’s business

school, Haier Group is likely to cause controversial opinions on its’ reputation.

2. The fact that Haier has plants in 13 countries and sells its products in more than 160

regions signals the success of market economic reforms in China.

3. The world economic situation will change tremendously due to China’s entry into the

WTO.



4. Zhang Ruimin is a senior manager in Haier now.

5. Zhang Ruimin adopted sophisticated management styles in achieving such a big

success.

6. Haier grows rapidly by coming up with products that others don’t have.

Il. For each of the following questions, choose the most appropriate answer based on your

understanding of the text.

1. The passage mainly talks about
A. Zhang Ruimin’s management theories
B. Haier’s process of globalization
C. Haier’s gains and loss to its success

D. Business and management

2. What is not the reason that Haier is important? -
A. Itis outstanding and successful.
B. It offers an insight into the changes washing across the Chinese economy.
C. It has a large number of employees.
D.Aand B

3. Zhang Ruimin took a sledgehammer to defective refrigerators in front of a group of
workers to
A. empbhasize the importance of teamwork
B. emphasize the importance of quality
C. show his authority
D. test the quality of the refrigerators

4. Except for white-goods business, Haier also has business in the following areas
A. TV sets, air conditioners, MP3s
B. Radios, mobile phones, PC peripherals
C. Restaurant, TV sets, stationary
D. Haier brothers cartoons, PC peripherals, TV sets

5. Haier is using the following effective ways to be strong and competitive except for
A. distribution

B. outsourcing
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C. new technology

D. services

I11.Questions for Discussion.

1. What do you think of Haier’ alliances with other companies? State the advantages and
disadvantages.

2. Discuss what you can learn from Haier Group’s success?

Your executive management' finally made the commitment
to sell your company’s products to international markets and you
were just given the responsibility for managing the localization localization ». 3675 fe; %45,

process. This is an exciting time for your organization, and a
significant challenge for you.

Localizing your products is a huge opportunity for your
company. When done éorrectly, it will dramatically expand your
markets, increasing both revenues and profits. Your company
will also develop strategic and tactical international experience
that will be invaluable in the future.

So how do you identify the many options available for identify v. ikt ; #5]; %4
localizing your products or materials — and how do you select available adj. =T/ & 3, T ## 5] 4 ;
the right one for your company? ThZ Kk

. It is time to define the scope of your project. To ensure



that your expectations are met, accurate and realistic goals for
timeline, cost, and quality must be made prior to project start;
and you must decide which two of these variables are most
: important. Once you have a clear idea regarding what is needed,
where you want to go — and when you need to arrive — you will
 beina great position to discuss project planning with localization
providers. Find out what services they offer, how much time they
will take, and how much the localization will cost.

During analysis and planning, keep in mind that localization
. is a team sport. Most projects are relatively complex affairs that
: require numerous specialized resources, each functioning to
provide unique and closely interrelated contributions.

; The following provides a brief summary of the different
options you can select to translate your materials. Although
. not an exhaustive list of all possible alternatives, it does cover
- most of the common and obvious ways to localize written
- materials into your target languages. As you will see, you have
many options for translating from Albanian” to Zulu’ ... and
everywhere else in between.

1. Localization Option: Acquaintance or Family Friend

A b Characteristics: This is someone you know who happens
to speak or has studied the target language.

: b Benefits: Very low or no cost.

. b Limitations: Not a localization professional; Limited
capacity; No QA" steps; No tools; No process; No technical
- expertise; Extended timelines; Consistency and quality are
: probably poor; High risk of missing deadlines; Hidden costs;
Updates are time consuming

: b Considerations: Speaking a foreign language does not
- qualify someone as a translator and you frequently get what you
pay for, ‘

2. Localization Option: Bilingual Employee
b Characteristics: A bilingual employee is someone in your

prior to prep. -+ Z A7
variables n. TE B %; TH#

interrelated adj. #8 7 X 384

exhaustive adj. 2@ty ; MKy,
#He

capacity n. 5% ; Fhk; fEA; &
frs BAL
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company who speaks the target language.

b Benefits: Low out of pocket” cost and he or she may have
subject matter expertise.

b Limitations: Not a localization professional; Limited
capacity; No QA steps; No tools; No process; Timelines
- uncertain; Consistency and quality are likely poor; High risk of
missing deadlines; Hidden costs; Updates are expensive.

: » Considerations: Competing responsibilities at work,
availability, and using in-house resources to review the final
. deliverable is highly recommended.

3. Localization Option: Overseas Distributor
’ b Characteristics: A foreign distributor, agent or distributor n. 2447 ; 247
representative’s translation “cost” may be negotiated as part of
overall sales agreement
: b Benefits: Low out of pocket cost, may have subject matter
expertise and someone else is responsible for project.
i b Limitations: Not a localization professional; Limited
capacity; No QA steps; No tools; No process; Extended
timelines; Consistency and quality may be poor; High risk of
missing deadlines; Hidden costs; Updates are expensive.
: » Considerations: Everything should be negotiated “up up front £k if@; #ik
front” when the distribution agreement is prepared and you may
. lose control over content and quality. Ownership, copyright,
and IP" issues are all a concern. Unauthorized changes might
. be made and go undetected and content consistency between
different target languages can be difficult to maintain.

4. Localization Option: Individual Translator

» Characteristics: Independent contractors that specialize in
one language are often locally available.
b Benefits: Offers easy access and a quick turnaround on turnaround n. ¥f4%; A&
- small projects
b Limitations: May not have translation memory” and other
- sophisticated tools; Limited capacity; Longer timelines on larger
projects; No independent QA (if any); Quality may be an issue;
. Updates can be expensive; May have no DTP’ capability; One



