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analyze and synthetize new practices on
innovation around the world, be it new
models, methodologies, technologies or
practices, which aim at improving the way
now people or organizations innovate.

The analysis is presented in a descripti-
ve manner in order to make it easy to un-
derstand. Its goal is to help organizations
to be more efficient when they innovate.

The cases are brought to you thanks to
the UPF Barcelona School of Management
through a collaboration with the Institute
of Next, an organization based in Barcelo-
na since 2000 and focusing on detecting,
deriving and applying effective models of
innovation.
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Haier CEO Zhang Ruimin exclusive
interview on Rendanheyi, Platforms and
Ecosystems, by Boundaryless
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https://www.youtube.com/watch?v=RgQrz3EVhU0
https://www.youtube.com/watch?v=RgQrz3EVhU0
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Its business model
and operations has
transformed this
Chinese company
from a local company
to the global
leader in the
industry of electric
appliances.

Its focus on quality,
at its beginning, and
its current focus

on smart market
response, have
given Haier a clear
advantage over
its competitors,
and it has enabled
to develop an
international edge in
its industry.

It has successfully moved
from a typical, bureaucratic
company into a hetwork
of thousands of
micro-enterprises
(some 4000) managed

by employees that act

as entrepreneurs.This
makes Haier a pioneer in

organization transformation.

Its Rendanheyi model
is becoming an example
for companies across the
world.

Its HOPE platform
engages thousands of agents
(suppliers, distributors,
retailers, even customers)
that connect among each
other in order to quickly
respond to needs and

opportunities in the market.

In this sense, it becomes a
truly internet-company.
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WHY

IS HAIER’S
INNOVATION
MODEL
RELEVANT

The non-hierarchical model
enables zero-distance
with the market and
stimulates constant innovation
(what Haier calls “sustainable
innovation”).

So, innovation is not thought
of as merely improving what
you do, but on creating
markets based on new
opportunities, answered by
entrepreneurial teams.

Since the 1980’s, Haier
has reinvented itself
several times.



KEY FIGURES

The world largest appliance
manufacturer (since 2010)

Revenues around 25 B€ (2019)

Global profits around 4 B€ (2018)
Total assets around 24 B€ (2019)
Brand value around 24 B€ (2019)
Number of employees close to 100.000
Established in 30 countries

|22 manufacturing plants

|0 R&D global centers

25 industrial parks

EVOLUTION REVENUES
2009-2019 (Billion Yuan)

7 / 7

REVENUES PER REGION,
PERCENTAGE (2019)

JArAN ARIA OTHeRS
(9 ¥ “7a,
OVBRSCAS 3% i 57

1% ASeAN -
3%
LLYWA A
Sourn
A%

ANZ AMQRICA
6'5% 58'6%

Source: Haier webpage

EVOLUTION of sales VERSUS MAIN
COMPETITORS (Billion euro)

WHIRLPOOL 16 ELeCTRONICS ELECTROUWIX
Ozor @zoe @zorq

Source: Companies data
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Based ona
previous
small refrigerator
manufacturer
founded back in
1920, the current
Haier Company
started as a
state-owned
enterprise

by 1984, with
headquarters in
Qingdao, under
the direction of
the charismatic
Zhang Ruimin,
acknowledged as
one of the most
relevant business
people in China.

he transfor-

mation of
the company into
what will fina-
lly become the
worldwide leader
in the electric
appliances indus-
try, started with
a sharp focus
on quality
(“zero toleran-
ce for defective
products”), which
enabled it to
quickly become
leader in China as
refers to fridges.

uring the

1990s, the
company started
a determined
strategy of
diversification,
so that it
acquired some
20 rival Chinese
companies, that
added production
capabilities on
top of Haier’s
successful
management
models.This
brings a complete
catalogue of
electric appliances
for the growing
Chinese market.

ON + INNOVATION 07

fter 1998,

the company
started an
aggressive
global
approach,
focussing in the
most complex
markets, United
States and
the European
Union. It did
so by acquiring
some Western
companies and
brands, and by
establishing R&D
and marketing
centres across
many countries.
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COMPETITORS

MAIN BRANDS

Haier @ .- Cas=rce
Canoy @ AQUA

GLOBAL REVENUE BY BRAND

CASARTE

HAIeR

51% G@ APPLIANCES

31%
o7

FISHER S PAVKEL
6%

MAIN COMPETITORS

&) BOSCH  Whirpool @ LG  [Meectroix

Invented for life

No company
is promoting
management
innovations on
such a large
scale and in

a systematic
manner like
Haier.

World’s leading
expert on business
strategy

Gary Hamel
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HAIER'S MAIN PRODUCT-SERVICE PLATFORMS

Large household appliances
Top | In global market

Refrigerators
Top 1 in global market

Washing machine
Top | in global market

Air-conditioner
Top | in North America market,
Top 3 in global market

Electric wine coolers/chillers
Top 1 in China Asia market,
Top 2 inglobal market

U+ SMART LIFE PLATFORM

COSMOPLAT INDUSTRIAL
INTERNET PLATFORM

SHUNGUANG PLATFORM
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Freezers
Top 1 in global market

Kitchen appliances
Top 1 In North America market,
the 3rd top seller in global market

Interconnected air-conditioners
Top in global market

Logistics Services
One of the biggest services provider
on large format logistics in China

Channel services business
Nationwide distribution network on
home appliances

Source: Haier company information



A GLOBAL BRAND WITH LOCAL OPERATIONS

Haier is a worldwide brand with a strong focus on local management and production. Gradually
reinforcing its local presence, the main group headquaters are located in Qingdao (Asia),
Paris (Europe), and New York (Americas).

BRAND
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Europe

HIE . S 8
Americas. " 3
Ml e 1 b 1
w2 w252

b 2
W 10,860
......... Asia Pacific
. ~Ti I ac
ot 2
14
w 10451

m\ 64 Trading Companies
&% 10 R&D Centres

h] 45 Production Facilities
-

,_‘ 143,000 Sales Networks

Source: Haier Europe corporate-brochure
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I I E aier’s innovation model is characterized by a balance within the four assets
that may be considered as fundamental in the new operating system of a
I AI E R’S company: sensors, technology, equipment and ecosystems.
Each of these four main assets has a critical function:
WAY SENSORS: to understand people, to quickly
Eggmmmhue give them the right answers

GROUPS
| TECHNOLOGIES: to detect transformative
_______ . _______ b technologies, and apply them right along
INACRSTANDING ' MOBIUSING
e ot TEAMS: to empower teams, and guide them
TECHNDLOGY | to outcomes more than outputs
R ECOSYSTEMS: to generate value with

other agents, combining their capabilities
In the case of Haier, the following actions stand out in these four assets:

Sensors: millions of customers taking part on an interaction to design and
manufacture new products and services.

Technology: an internal platform to connect and coordinate market-facing
autonomous micro-companies.

Teams: an organization of more than 4000 self-managed micro-companies
whose revenues are partly shared across the members.

Ecosystems: a platform with thousands of external companies and experts
that help solve problems that lead to enhanced or new products and service.




7,
o
O
N
Z
LL]
7y

(%)
B
(O]
(O]
(=
Q2
o
(0]
(O]
(o
(0]
o
0.0
£
ae)
[
(o)
o
(7]
(O]
(&,

SeNSURS
L

—~a .~
INACRSTANDING
reonie

he

company’s
customer-
centric
revolution
started back
in 1984 when
Zhang Ruimin
established the
zero tolerance
for defects,
the legendary
quality-
centered
strategy,
which basically
meant that the
focus must be
placed on the
customer and
its satisfaction.

his focus

on quality
progressively
evolved into
one of perso-
nalized user
experiences
for custo-
mers since
satisfaction
finally comes
from unders-
tanding needs,
problems and
expectations of
the customers.

I n order to
achieve such a
goal, the partici-
pation of users
in the design of
products beco-
mes critical, so
the company
must work out a
“zero distan-
ce” with users
and custo-
mers. Haier’s
customer com-
munity is used

as a vehicle for
millions of custo-
mers to actively
participate in
product design,
but the company
also uses popular
social networks
such as Baidu to
do so.

So at Haier
“zero dis-
tance” means
that “everyo-

ne is directly
accountable to
customers”.The
way this rela-
tionship is made
is through the
market-facing
micro-compa-
nies.



he huge

dimen-
sion of the
Chinese
market as
well as it fast
rate of change,
has became for
Haier the best
“school” for
customer focu-
sing.

O nce this
interaction
is established,
the company
can “create
markets and
customers” by
understanding
competition

as a “war of
value, not
of price”.
The targets
are established
not based

on previous
performance of
the company
but on the
opportunities
detected in the
global market.

he next level of

“responding to
customers” stems
from the conver-
sion of products
into services
(for instance, |IOT
connected fridges
that detect pro-
ducts to be pur-
chased and proceed
to buy them on
supermarkets in
Haier’s ecosystem).
This helps create
users that remain
loyal to the brand
across time. Every
micro-company
inside Haier is
expected to evolve
from selling pro-
ducts and services
to establish an
ecosystem with
customers.

he final result

is one of a
sophisticated
sensoring
of customer
needs (what
people want
or need) and a
mechanism
to generate a
fast response
(integration
of agents such
as suppliers
or solution
providers that
allows zero
stocks and very
low operational
costs).

he combi-

nation of
zero-distance
to users and
zero-inventory
enables a sys-
tem of on-de-
mand manu-
facturing and
delivery that
accurately res-
ponds to evol-
ving needs of
the customers.
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generate outcomes

-

EMPONCRING
GROues

he determi-

ned focus
on customers
means that any
employee has
to be orien-
ted towards
satisfying peo-
ple needs. So
bringing outputs
(meeting pro-
duction goals) is
less relevant
than bringing
outcomes
(meeting cus-
tomers expec-
tations). The
result of such a
change in focus
was a radical
redesign of the
structure and
organization of
the company.

Every employee follows an
“individual goal”, what the
chairman Zhang Ruimin called
the Rendanheyi model
(AE&—in Chinese, trans-
lated as ‘Maker-Customer
Integration’), launched in the
company in 2005 The term

is based on three elements:
‘Ren’ (‘people’ in Chinese), the
people that comprise the orga-
nization (employees, frelancers,
etc); ‘Dan’ (‘order’) means the
needs to be solved or the
value expected by the user,
whose satisfaction is the main
goal of the company; and ‘Heyi’
(‘combination’) refers to the
combination of the value for
the employee with the value
for the user. So the emplo-

yee gets value when he/she is
responding to users’ needs and
expected value.

Rendanheyi is an
entrepreneurial
philosophy, where the
end user, the custo-
mer, is “the boss”.
The employees do not
work for the company
but for the customer. In
this way, the company
becomes an ecosys-
tem of thousands
of microcompanies
(4.000 in 2020), most of
them separate legal en-
tities, and participated in
part by their founders.
The majority of them
have 10-15 employees.
Some 200 of them are
larger, and are building
upon the current mar-
kets of Haier (they are
“market-facing”),
some 50 are incubating
new businesses, and the
rest (more than 3500)



are providing
components,
resources
and services
(design, mar-
keting, ma-
nufacturing)
to the “core”
market-facing
microcompa-
nies.

Il the micro-

companies
sport a mar-
ket relationship
among them:
they sell and buy
to each other, and
even compete for
resources and mar-
kets, internally or
externally (they have
to access world-class
resources where
they may be). If a
microcompany wants
to shift to an exter-
nal service provider
that brings a better
service, it can do so.
Internal services are
not a “monopoly”
inside the company.
Nodes that are
unable to provide
competitive service
can and do go out of
business.

Every employee
is highly stimu-
lated to beco-
me an internal
entrepreneur.
Employees can
form a micro-
enterprise
asking for initial
(seed) funding to
the company, if
they show that
there is a clear
demand, and that
they have actual
orders for a new
product or even
external invest-
ment by somebody.
To do so, many
internal microcom-
panies start with

a proposal made
through exter-
nal crowdfun-
ding platforms.

icrocompanies

distribute
the right pay and
bonuses to team
members. Com-
pensation is sharply
connected with the
business unit’s perfor-
mance and it is calcu-
lated using a Haier’s
proprietary model of
team’s performance
valuation. Besides,
every supplying node’s
revenue depends on
the market success
of the internal micro-
companies they supply.
Every employee’s pay is
linked to market out-
comes. So, either if you
work on a microcom-
pany or on a support
node, you are stimula-
ted to strive to make
your unit succeed.

N ew leaders of
the micocom-
panies are chosen
among the candidates
that present their

plans to the team,
which is set to decide.

I n recent years the
company got rid of
almost the entire
middle manage-
ment (more than
12000 people) and
replaced them with
thousands of those
small, independent
companies, totally
oriented to specific
markets of customers,
and organized as a
networked platform.
The idea is to flee
away from becoming a
bureaucracy.



generating value with
many market agents
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H aier created
in 2009 its
HOPE plat-
form (Haier
Open Partnership
Ecosystem, http://
hope.haier.com/)
in order to con-
nect the demands
of its users/cus-
tomers with the
capabilities of

its suppliers. The
main idea is that
its partners (su-
ppliers, contrac-
tors, inventors)
provide “solu-
tions” (what they
can do) and the
platform uses this
“assets” as a way

to find answers to

customer’s ex-
pressed needs or
demands.

I n HOPE’s own
terms: “As a
core innovation
team of Haier
appliances group,
we have active
outreach pro-
grams to the
broader innova-
tion community
so that the
brightest
minds across
all fields can
see the areas
that Haier is
pursuing, and
recommend solu-
tions, contacts, or
resources to
fulfill these
needs.”

n this way,

Haier amas-
ses a large
network of
“solvers”
(companies or
individual ex-
perts, adding to
some 400000
units), based
anywhere in the
world, that may
be contacted
and engaged
into the cha-
llenges of new
products or
processes. The
company issues
“problems”
that have to
be solved, and
challenge the
platform to
contribute to
solve them.

I n this pool of
solvers, the
business partners
are expected

to share their
patents, Haier
acknowledging that
they will be rightly
rewarded if their
technology is used
in the final pro-
duct.


 http://hope.haier.com/
 http://hope.haier.com/

he entire com-

pany works as
a set of platforms,
each one connecting
the microcompanies
that act across an
internal market of
services (for instance,
e-gaming). Moreover,
the freedom of tho-
se microcompanies
to look for the best
provider, even beyond
the company’s limits,
has enabled the emer-
gence of thousands
of new jobs across
China and globally. For
instance, its logistics
network across the
country now encom-
passes close to 95000
independent drivers.

hese platforms

guarantee
the coordination
between the
microcompanies.
One of these typical
industry platforms
encompasses more than
50 microcompanies.
Each one is coordinated
by a “platform owner”,
who identifies and
promotes opportunites
of collaboration
between the units. It
can also bring seed
investment to new
microcompanies, that
are proposed and finally
run by employees of the
platform. If the company
is finally established,
they usually become
shareholders in the new
venture.

Il the “market-facing”

microcompanies,
looking for a closer and
persistent relationship
with their customers,
explore the opportunities
to transform their
markets into
ecosystems. For
instance, once they
had built a community
of laundry between
university students (with
more than 9 million
members), they could
bring other external
companies providing
related services to the
community, Haier acting
as the platform of them
all and getting a fee from
all business that could be
derived from it.

he platform
orientation
of Haier makes
it possible to
keep growing in
markets and results
without becoming
a payroll behemoth.
Microcompanies
remain under a
reasonable size, but
they generate
jobs outside
and across
the company.

I n Zhang Ruimin
words, “a firm
either owns, or
it is owned, by a
platform”.



detecting and applying

transformative technologies
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To make the
ecosystem of

4000 independent

operating units
(microcompanies)
to work together
efficiently there
is a need for
coordination
and synchro-
nization, not
also on the actual
running of the
units but on the
decisions on rele-
vant investments
in technology
and facilities (for
instance, there is
a need to build
cross-units capa-
bilities on auto-
mation).

H aier does it
organizing
the micro-
companies
into platforms,
according to the
“distance” of their
business focus or
their sort of cus-
tomer approach
(for instance, all
microcompanies
related to “was-
hing” — internet
of clothing- or
“conserving
food” — internet
of food- belong

in the same
platform). Other
platforms are
built along capa-
bilities, such as
digital marketing
(competence-fo-
cused platforms).

So microcompa-
nies are brought
together since
they operate in a
similar category.
One of these
platforms brings
together some
50 microcompa-
nies or more.

Such a dis-
tributed
system is built
upon a set of
common te-

chnical stan-
dards.



he network-

oriented tech-
nology is also cri-
tical for the ma-
nagement of all
the outbound
platfoms, such
as HOPE (with
suppliers).The
integration of their
processes, looking
for a seamless pro-
cess between the
identification of
customers needs
and the applica-
tion of a solution
brought by one of
HOPEs “solvers”,
requires a perma-
nent upgrading of
the network capa-
bilities.

H ence, thanks to
its technology
as enabler of
platforms, Haier is in
the path to become
a full multi-or-
ganizational
ecosystem with
intense participation
of different sort of
partners (suppliers,
inventors, etc), users
and customers, and
employees.

he conversion of

many products
into services is
also requiring a
mastering of
technologies such
as 10T, Al and 5G,
to bring, for instance,
services such as the
connected fridge. The
company looks to be
connected to users
that become part
of an ecosystem of
services.

Bringing
efficiency in

the processes
requires a sharp
understanding and
commitment for
industry 4.0
solutions.
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ECOSYSTEMS
OUTBOUND
PLATFORMS

HO~,PE=

Innovation Platform

WHAT WE DO...

We design and create the future

N I

Create Innovation Strategies Scouting Innovation Resources

Ne build

Develop Innovation Capabilities

hope.haier.com

2

TECHNOLOGY
INBOUND
PLATFORMS

Haier is made of some 4000 microcompanies, organized into platforms.

In each platform there

is a few number of
market-facing companies
(in the center) focused on

a specific market segment

or category...

... that are serviced
(components and
services) by many
smaller supporting
microcompanies

MICROENTERPRISES

PReMIIM
rRipces | TACWE THe MARKRT

N A
00 }m""ﬂr\,

INTeRNeT

Any market-facing
company can choose
which service company to
work with and even look
for a service outside Haier
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Founded in 2000, under the brand Infonomia, the Institute of
Next supports processes of innovation in organizations through:

* The stimulation of management teams to think in the
mid-long term,

e The development of practical tools and methodologies
of innovation,

* The management of transformation projects in the orga-
nization based on systematic innovation

* The dissemination of a culture of innovation based on
the publication of documents (articles and books) and
materials,and the delivery of workshops and conferences
about innovation and business transformation

At Institute of Next we encourage our clients

to explore and execute transformations in their “business opera-
ting system” that make them more efficient and resilient through
a fastest and most effective response to the opportunities that
emerge in the market in the medium and long term.

From the conviction that
if an organization does not think 10 years from now,
in 5 years it may no longer exist.
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UPF-BSM’s mission is to educate our students to allow them to lead compa-
nies, institutions and projects promoting innovation, social transformations,
commitment to culture and global wellbeing.

In order to achieve our mission, we aim to impact people, organisations and
society, with our raison d’étre to contribute to global wellbeing.

Apart from producing and transmitting knowledge, our founding principles
are as follows:

* A global outlook

¢ Plurality, in order to integrate diversity and boost interdisciplinarity

* Autonomy, in order to ensure teaching, organisational and financial
capacities.

¢ Ongoing innovation and improvement, in order to meet the needs
of a changing environment

» Ethics as the grounding for all actions taken

¢ Equality, incorporating the best talent in order to guarantee equal
opportunities

* Rigour and excellence in teaching, research, knowledge transfer and
management

* A transformative attitude: taking risks and learning from mistakes

* Best practices: taking national and international benchmarks into
account in order to push for continual improvement

¢ Empathy: always evaluating others’ work with the knowledge that
they are doing their best

¢ Critical thought: expressing disagreements in a constructive fashion.
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