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ABSTRACT

This paper proposes a conceptual framework of e-business strategy. It argues that
such a framework must be holistic, dynamic and dialectical. This framework will
assist both researchers and practitioners regarding the key issues of e-business
strategy. Further, a case study of Haier from China reveals that all firms need to
learn how to design effective e-business strategies, which should be built on a
sound organizational form or business model. The case of Haier also suggests
that the local firms from the developing countries need to be creative in formulat-
ing e-business strategies so as to operate effectively in the under-developed e-
business environment. Strategic alliance is especially critical for the local firms
with regard to their e-business success.
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business paradigm—the Paradigm of Net-
INTRODUCTION

central role of interconnectivity in both con-

Although many doubters regard it as
a fad, we are convinced that e-business,
as the convergence of digital technology,
intellectual property and customer su-
premacy, has the potential to transform our
society as much as the Industrial Revolu-
tion did. This conviction is based on our
belief that e-business is facilitating a new

work Capitalism, which emphasizes the ‘

figuration and coordination of business ac-
tivities between various partners in an open
network across interlinked value-adding
chains, thus transcending the traditional
boundaries of space, time, individuals and
organizations (Afuah and Tucci, 2000; Dun-
ning, 1995; Kalakota and Robinson, 2002;
Li, 1998a, 2001a, 2001b; cf. Porter, 2001).
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THE CONCEPTUAL
FRAMEWORK OF E-BUSINESS

The Components of E-Business
Framework

Four developments have occurred in
the past few decades, and they seem to
have been accelerating in recent years
(Economist, 1999, 2000a, 2000b; Kalakota
and Robinson, 2002; Li, 2001a, 2001b): (1)
digital technologies (e.g., the Internet); (2)
intellectual properties (e.g., information/
knowledge); (3) consumer supremacy (e.g.,
customization and reduced cycle time); and
(4) productivity growth (e.g., long-term
economic growth without inflation). The
first three elements can be viewed as the
antecedents of e-business because they
jointly define the conditions or drivers for
the emergence and development of e-busi-
ness., while the last can be viewed as the
consequence of e-business because it de-
fines the long-term effect and result of e-
business. We argue that e-business (de-
fined as the integration of digital tech-
nology, intellectual property and cus-
tomer supremacy with business activities,
which alters, and often replaces, the
conventional rules at both industrial and
corporate levels) s one of the core com-
ponents and the primary drivers of the so-
called “new” economy (defined as the
macro-economy undergoing a paradigm
shift due to the convergence of digital
technology, intellectual property and
customer supremacy). E-business seems
to have the capability to change the com-
petitive landscapes in the traditional indus-
tries, create new industries, and affect the
configuration and coordination of firm-level
business activities, especially such exter-
nal activities as customer relationship man-
agement (CRM, which is about developing
close cooperative relationships with key

customers by applying new technologies
and sticking to long-term goals) and sup-
ply-chain management (SCM, which is
about developing close cooperative relation-
ships with key suppliers by applying new
technologies and sticking to long-term
goals), and such internal activities as busi-
ness process reengineering (BPR, which is
about streamlining and integrating internal
execution processes for more efficient and
effective operations) and enterprise re-
source planning (ERP, which is about
streamlining and integrating information
flows for better coordination of all internal
resources) (Afuah and Tucci, 2000;
Kalakota and Robinson, 2002; Li, 2001a,
2001b; cf. Porter, 2001).

The Central Theme of E-Business

The central theme shared by the
above issues lies in the core concept of
network (Afuah and Tucci, 2000; Kalakota
and Robinson, 2002; Li, 2001a, 2001b;
Rayport, 1996; Shapiro and Varian, 1999,
The Economist, 2000c). The digital network
technology is at the core of digital technol-
ogy, which is the enabler of e-business. The
social network of intellectual contributors
is critical for the creation and exchange of
information and other intellectual proper-
ties, which constitute the content of e-busi-
ness. The business network of suppliers,
customers and even competitors is shap-
ing the new eco-system of the global
economy, which is the effect of e-business.
All these phenomena invoke the notion of
network (even Porter [2001] acknowledges
connectivity as the core of e-business), so
we can define the emerging theme of e-
business as the network paradigm. Bor-
rowing from Kuhn (1970), we define para-
digm as a set of basic guiding principles
for organizational form or business model
in terms of the configuration and coordina-
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tion of business activities at the micro or
firm level as well as economic structure or
market system in terms of the configura-
tion and coordination of economiic activi-
ties at the macro or national level (Dun-
ning, 1995; Li, 1998a). According to the
above definition of paradigm, the concepts
of organizational form and business model
converge with the emerging notion of strat-
egy—the so-called “organic” perspective
of strategy (Farjoun, 2002; Li, 1995, 1997).
In contrast to the traditional notion of strat-
egy (whose epistemological basis is in-
creasingly criticized as fragmented, static
and linear, the “organic” view of strategy
is holistic, dynamic and dialectical (see
Farjoun, 2002; Li, 1995, 1997, 1998a, 1998b;
Parkhe, 1993 for reviews). The broader
view of strategy is particularly evident in
the study of global strategy (Bartlett and
Ghoshal, 1989; Li, 1995, 1997; Porter, 1990)
and also in the study of e-business strategy
(Afuah and Tucci, 2000; Kalakota and
Robinson, 2002; L1, 2001a, 2001b). Such a
view of strategy has been embraced by
some scholars who study the generic strat-
egy content (e.g., Hambrich and
Fredrickson, 2001; Li, 1994, 1998a, 1998b).

According to the new views, organi-
zational form, business model and strategy
content overlap with each other, each con-
sisting of two key components: (1) busi-
ness configuration, and (2) business coor-
dination. Business configuration refers to
the scope of business coverage by a com-
pany, which is the traditional narrow notion
of strategy (Porter, 1980). Business coor-
dination refers to the style of business re-
lationship within and outside a company
(Bartlett and Ghoshal, 1989; Porter, 1990),
including the modes for internal control and
external market entry (Li, 1994, 1998b;
Hambrick and Fredrickson, 2001). In short,
focusing on the emerging phenomenon of
highly specialized firms interconnected

through various modes of strategic alliance
for a proper balance between paradoxical
forces (Li, 1998a), the network paradigm
seems to have the best prospect for ad-
dressing the paradoxes of e-business (para-
dox is defined as an interactive and in-
terdependent pair of opposite elements,
Li, 1995, 1998a), including growth-profit,
customization-standardization, specializa-
tion-diversification, core-non-core, brick-
click, competition-cooperation, control-trust,
flexibility-continuity and separation-integra-
tion (Li, 2001a, 2001b).

A Working Model of E-Business
Strategy

According to the central theme of e-
business and in light of the new perspec-
tive of strategy, we propose here a work-
ing model of e-business strategy. The pro-
posed working model contains two com-
ponents: (1) a four-dimension typology of
strategy content, and (2) a three-dimension
typology of strategy process (Li, 1998b).
This model is consistent with the argument
that the concept of strategy should cover
both the “spatial” (or “state”) aspects and
the temporal (or “path”) aspects of strat-
egy (Farjoun, 2002). The working model is
a specific application of the network para-
digm that is holistic, dynamic and dialecti-
cal in nature.

A Four-Dimension Typology of
E-Business Strategy Content

A four-dimension typology of strat-
egy content (Li, 1994, 1998b) can be used
to measure the spatial content of e-busi-
ness strategy. These four dimensions are
(1) strategic target, (2) strategic thrust, (3)
strategic posture and 4) strategic mode.
Similar to the prevailing view of strategic
goal (Farjoun, 2002), strategic target refers
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to the means (i.e., to maximize volume size
and/or margin rate) to achieve a firm’s ul-
timate intent (i.e., to become the industry
leader or the most admired in the world,
Bartlett and Ghoshal, 1989). Similar to the
prevailing view of strategic focus
(Hambrick and Fredrickson, 2001; Porter,
1980), strategic thrust refers to the means
(i.e., to lower cost and/or improve value)
to achieve strategic target. Similar to the
prevailing view of strategic position (Bartlett
and Ghoshal, 1989; Hambrick and
Fredrickson, 2001; Porter, 1980), strategic
posture refers to the means (i.e., to config-
ure broad and/or narrow scope of market
coverage, supply-chain coverage, function
coverage and location coverage) to achieve
strategic thrust. Contrary to the prevailing
view of strategy content, we incorporate
the style or mode of coordination into our
model of strategy content in accordance to
the new “organic” perspective of strategy
(Farjoun, 2002; Li, 1995, 1997, 1998a,
1998b). Strategic mode refers to the means
(i.e., to coordinate business relationships
both within and outside the firm with vari-
ous control modes regarding internal ex-
ecution (e.g., business process
reengineering) and external market entry
(e.g., strategic alliance) to achieve strate-
gic posture. Many scholars of global strat-
egy have recognized the critical role of
coordination in global strategy (e.g., Bartlett
and Ghoshal, 1989; Porter, 1990), and even
some scholars of generic strategy have
accepted at least external coordination
modes as the integral part of strategy con-
tent (e.g., Hambrick and Fredrickson,
2001). The above four dimensions make
up a holistic and dialectical ends-and-means
hierarchy (Farjoun, 2002; Li, 1994, 1998b).

As it is generically applicable to all
strategies, the above four-dimension typol-
ogy can be applied to the special case of e-
business strategy with necessary adapta-

tions according to the unique characteris-
tics of e-business. In light of the central
theme of e-business (i.e., network para-
digm), we can refer to the study of net-
work form for the application of the find-
ings to the case of e-business. The key fea-
ture of network form is the distinction be-
tween core and non-core business activi-
ties and their configuration along the value-
adding chains (Li, 1998a). This feature of
network form is especially applicable to e-
business in terms of business configuration
scope (e.g., SCM design, brick and click
configuration, etc.) as well as business co-
ordination style (e.g., BPR, ERP and
CRM). The other key feature of network
form is the concurrent pursuit of seemingly
paradoxical ends and means, such as
achieving both high revenue volume and
high profit margin, both low cost and high
value, both broad and narrow scope, and
both tight and loose control (Li, 2001a,
2001b). Below are the propositions about
e-business strategy content.

P1: The strategic target for e-business is a
concurrent pursuit of volume size and
margin rate, with the focus of core
business on margin rate while the fo-
cus of non-core business is on volume
size, thus the expected effect of e-
business strategy is an increase in both
market share and profitability.

P2: The strategic thrust for e-business is a
concurrent pursuit of low cost and high
value, with the focus of core business
on high value via customization while
the focus of non-core business is on
low cost via standardization, thus the
expected effect of e-business strat-
egy is a reduced cost and an enhanced
value.

P3: The strategic posture for e-business is
a concurrent configuration of narrow
and broad scopes of business cover-
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age in terms of market, supply-chain,
function and location, with the focus
of core business as in-house special-
ist with a narrow configuration at the
firm level and the focus of non-core
business as outsourcing generalist with
a broad configuration at the network
level.

P4: The strategic mode for e-business is a
concurrent application of tight and
loose coordination, with the focus of
core business on tight coordination,
both internal (e.g., ERP and BPR) and
external (e.g., SCM and CRM), while
the focus of non-core business is on
loose coordination (e.g., e-market-
place). The distinction between SCM
and e-marketplace is that SCM is
firm-specific and firm-centric for core
business while e-marketplace is com-
munity-generic for non-core business.
A proper brick-and-click scheme
should be one in which the bricks fo-
cus on the physical elements as their
core while the clicks focus on the vir-
tual elements as their core, but they
collaborate as loosely coupled strate-
gic partners (i.e., two separate yet
closely coordinated units). However,
the real and virtual elements of global
presence should be a closely coupled
integration.

A Three-Dimension Typology of
E-Business Strategy Process

A three-dimension typology of strat-
egy process (Li, 1998b) can be used to
measure the temporal process of e-busi-
ness strategy. The temporal aspect of busi-
ness in general and strategy in particular
has been largely ignored for too long
(Farjoun, 2002; Li, 1998a, 1998b, 2003).
These three dimensions are (1) strategic
simultaneity, (2) strategic directionality; and

(3) strategic rhythm. Strategic simultane-
ity refers to the temporal synchronization
of the strategic content events or activities
that occur at a given point of time (Li,
1998b). Strategic directionality refers to the
temporal sequence of the strategic content
events or activities that occur at different
points of time (Li, 1998b), such as the tim-
ing of market entry as a first-mover or a
quick-follower and the phases of evolution
(Hambrick and Fredrickson, 2001; Li,
1998b). Strategic rhythm refers to the tem-
poral variation of the strategic content
events or activities that occur at different
tempos at different times (Li, 1998b), such
as the tempo of activities (Hambrick and
Federickson, 2001), especially for the late-
comers committed to catching up (Li, 2003).
As it is generically applicable to all
strategies, the above three-dimension ty-
pology can be applied to the special case
of e-business strategy with necessary ad-
aptations according to the unique charac-
teristics of e-business. A fast tempo seems
to be one of the key characteristics of e-
business (Kalakota and Robinson, 2002; L,
2001a, 2001b). A well-timed synchroniza-
tion is another key feature of e-business in
terms of instant access to information by
all the members of an organization, a sup-
ply chain or a marketplace. The third key
feature is the sequencing of different ac-
tivities at different stages. Hence, we develop
the following propositions with regard to the
temporal process of e-business strategy:

P5: The strategic rhythm for e-business
in general is a fast tempo, especially
for the latecomers to the global com-
petition, with a faster pace for core
business while a slower pace for non-
core business.

P6: The strategic simultaneity for e-busi-
ness is a real-time synchronization of
e-business and other programs, with
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core business as the primary focus and
non-core business as the secondary
focus.

P7: The strategic directionality for e-busi-
ness is a progressive sequence from
a trial-and-error phase to a mature one,
with an earlier entry timing for core
business while a later entry timing for
non-core business.

THE CASE EVIDENCE OF
CHINA’S HAIER

Methodology

We chose to adopt the method of lon-
gitudinal case study because this method
offers the best prospect for advancing our
knowledge of strategic process
(Eisenhardt, 1989; Numagami, 1998). We
chose Haier for our case study of e-busi-
ness in China due to four considerations.
First, Haier is one of the most successful
companies in China. Second, Haier is well-
prepared for e-business. Third, Haier has
successfully formulated and implemented
an e-business strategy. Fourth, Haier has a
clear strategic intent of internationalizing
itself, which is closely related to its e-busi-
ness strategy. We used secondary data
from corporate brochures, corporate an-
nual reports, books, newspaper/magazine
reports, others’ case studies, corporate
websites and public information websites.
Only those data that were corroborated
from multiple sources were used.

China’s e-Business Status

The prevailing view is that China is
not yet ready for e-business due to the bar-
riers of poor technical infrastructure, legal
protection, payment system and consumer
acceptance (Bin and Chen, 2003; Stylianou,
Robbins and Jackson, 2003). However,

China has great potential for e-business in
the future (Stylianou, Robbins and Jack-
son, 2003).

China’s Haier Group

Restructured in 1985 as a small manu-
facturer of refrigerators burdened by a debt
of RMB 1.47 million, Haier Group has not
only survived a series of radical reforms
but also has become one of the most suc-
cessful companies in China. As a multina-
tional company with an annual revenue of
RMB?72 billion (US$8 billion) in 2002, Haier
had thirteen overseas manufacturing plants
and its international sales reached US$1
billion in 2002, among which the U.S. mar-
ket accounted for 25%. Haier produces a
full line of electronic household appliances
and other products in 42 major categories
and more than 9,000 models. Haier ranks
No. 1 in China’s household appliance in-
dustry as measured by brand recognition
and sales revenues. Haier has gained an
international reputation by exporting to over
100 countries. In the global survey by
Euromonitor, Haier was ranked as the
world’s No. 1 refrigerator brand, and also
the world’s fifth largest white appliance
producer after Whirlpool, Electrolux, Bosch,
Siemens and GE (Xinhua News Agency,
2002). Haier has achieved a high growth
for 17 consecutive years with an annual
average growth rate of 78% (Xinhua News
Agency, 2002). Haier has been undergo-
ing three key stages of corporate develop-
ment (Sun, Ji and Wang, 2001):

1. Brand-building stage (1984-1991): It took
Haier seven years to build a strong brand
in refrigerators through a well-planned
TQM (total quality management) pro-
gram.

2. Diversification stage (1992-1998): It
took Haier another seven years to di-
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versify and broaden its product offer-
ings.

3. Internationalization stage (1998-
Present): Haier has been undergoing an
internationalization program. Its strate-
gic intent is to become one of Global Top
500 with a global brand.

Background of Haier’s e-Business

The strategic intent of Haier’s e-

business

The overall long-term strategic intent
or vision of Haier is to be one of the world’s
top 500 companies with a global brand.
Haier views e-business as the most effec-
tive means to achieve Haier’s strategic in-
tent of joining the Global 500 Club.

Haier’s readiness for e-business

Haier appeared ready for e-business
when it launched its e-business initiatives.
First, Haier had the strong commitment
from its top management team, who has
led Haier in its e-business effort. Haier’s
leadership was aware of the imperatives
of e-business and the implications of the
new economy. Mr. Zhang Ruimin, the CEO
of Haier, points out: “Do e-business or die.”
Mr. Zhang saw e-business as an effective
tool to offer more value-added services
through customization, shortened cycle time
and innovation, to reach out to the world-
wide market, and to minimize overall cost
(Yan and Hu, 2001). He also saw employ-
ees as the sources of self-innovation. Ac-
cording to him, each employee should be-
come a boss of his or her own with enough
flexibility (e.g., delegated decision-making
power) and enough incentive (e.g., rewards
closely linked to performance), as reflected
by Haier’s “Employee-as-SBU-Boss” pro-
gram (Li and Liu, 2002).

Haier had laid a solid foundation for

the success of e-business with the imple-
mentation of two critical programs (Li and
Liu, 2002). The first was Hiaer’s ERP for
building the technical infrastructure for in-
formation collecting and processing. Haier
realized that digital information on various
business functions was integrated for shar-
ing by all parties, so as for a firm to adapt
to the volatile market and survive in the
new economy. The second was Haier’s
BPR. Haier implemented e-business pro-
grams together with its BPR programs be-
cause it realized that e-business was not
simply about setting up a website or an in-
formation system; rather, it was about
redesigning the ways firms used to con-
duct its business.

The Content of Haier’s e-Business
Strategy

Haier’s e-target

The primary strategic targets for
Haier’s e-business were the revenue size,
market share and revenue growth rate.
These targets were based on Haier’s long-
term intent and vision of becoming one of
the top 500 global players in the world.
However, Haier appeared to pay much less
attention to profit growth and profit mar-
gin. Further, there was no clear differen-
tiation between Haier’s core business and
non-core businesses with regard to the
choice of e-target, thus lacking the evidence
to support the view that the e-target for
core business would be profit-oriented while
the e-target for non-core business would
be revenue-oriented. This may be a source
of Haier’s problems with regard to the ef-
fect of its e-business strategy.

Haier’s e-thrust

With the above strategic target in
mind, Haier identified its strategic thrust as
a concurrent pursuit of both low cost and
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high value. Haier wanted to provide high
value-added services along with superior
products at the lowest total cost possible.
Haier wanted to reduce its total working
inventory and the associated working capi-
tal cost. It also wanted to reduce the cost
of transaction by streamlining the commer-
cial interface between business partners so
as to share information. Haier also wanted
to improve the value of its products with
enhanced services and customization.
Haier wanted to achieve the above ends
not only in its domestic market but also in
the global market. For example, Haier set
up three key e-business objectives: (1) zero
distance between customers and suppliers,
(2) zero inventory, and (3) zero working
capital. The first objective was directly re-
lated to the strategic thrust of high value
by ways of product and service
customization, as well as shortened cycle
time in product development and logistic
delivery, both of which required Haier’s
close cooperation with its customers and
suppliers. Further, the objectives of zero
inventory and zero working capital were
directly related to the strategic thrust of low
cost. However, there was no clear differ-
entiation between Haier’s core business
and non-core businesses with regard to the
choice of e-thrust, thus lacking the evidence
to support the view that the e-thrust for
core business would be value-oriented
while the e-thrust for non-core business
would be cost-oriented. Again, this may be
a source of Haier’s problems with regard
to the effect of its e-business strategy.

Haier’s e-posture

To accomplish its e-thrust, Haier
chose both broad and narrow coverages
for its configuration of business portfolio.
Within its core business of household ap-
pliance sector, Haier produced 42 types of
household appliances. It also diversified into

computer and cellular phone areas, which
were somewhat related to its core busi-
ness. Further, Haier had a certain level of
vertical integration, and it had a fairly ex-
tensive supply chain. Nevertheless, the
level of outsourcing of non-core operations
in Haier was still rather limited. For ex-
ample, Haier expanded its logistic unit to a
great extent, so the logistic unit had an an-
nual revenue over RMB20 billion (US$2.4
billion) in 2002 or 27.7% of Haier’s total
annual sales. Further, Haier had a limited
real global presence, which Haier tried to
compensate for by establishing a strong
virtual global presence. This implied that a
real global presence could not be substi-
tuted by a virtual global presence, so Haier
would have to work hard to establish its
real global presence. Further, there was no
clear differentiation between Haier’s core
business and non-core businesses with re-
gard to the choice of e-posture, thus lack-
ing the evidence to support the view that
the e-posture for core business would be
narrow while the e-posture for non-core
business would be broad. This may another
source of Haier’s problems with regard to
the effect of its e-business strategy.

Haier’s e-mode

The most interesting among all the
four dimensions of strategy content is e-
mode. The strategic mode of Haier’s e-
business was clearly reflected by its e-busi-
ness platform. Such a platform consisted
of four elements. The first was Haier’s
SCM project, including its distributor man-
agement, supplier management and other
corporate partnership management. The
second was Haier’s CRM project, includ-
ing the programs for both institutional and
individual consumers. The third was Haier’s
ERP project. The last and the most impor-
tant was Haier’s BPR project. The first
two projects were closely tied with Haier’s

Copyright © 2004, Idea Group Inc. Copying or distributing in print or electronic forms without written

permission of Idea Group Inc. is prohibited.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyyyy



Journal of Global Information Management, 12(2), 44-62, April-June 2004 53

B2B and B2C external networks, while the
last two projects were closely tied to Haier’s
internal networks. The above four projects
constituted Haier’s e-business platform as
its e-mode. Although they were all related
to Haier’s global effort, its SCM and CRM
projects were more closely tied to Haier’s
global expansion.

Haier’s SCM system as its external
B2B network was built on the platform of
iHaier.com. With this platform, Haier was
able to seek its best suppliers, set up close
partner relationships with their suppliers,
and reduce the purchase cost while improv-
ing product quality. Haier planned to use
this system not only for itself but also for
other related companies. This platform had
the functions of ordering, automated stock
replenishment, payment processing and
production control processes. This platform
was built on an open architecture, where
information was fully shared. Haier had not
been a member of any neutral e-market-
places yet. Further, iHaier.com limited it-
self only to the household appliance indus-
try. Finally, Haier’s platform only supported
Haier’s own procurement, even though
Haier stated that it would also host third-
party procurement in the future.

Haier’s CRM system as its external
B2C network was built on the platform of
eHaier.com. This web platform had the
function of taking online orders, but online
payment was limited to selective cities only
(most consumers paid upon delivery). How-
ever, Haier’s B2C platform still only
handled Haier’s own products. It would
carry other producers’ products in the fu-
ture. To support its B2C platform, Haier
built one of the best distribution networks
in China. Haier had more than 30 call cen-
ters in China’s major cities, and more than
10,000 distributors that reached more than
60,000 rural areas in China. Further, Haier’s
B2C platform was able to process custom-

ized orders. Finally, Haier’s B2C platform
had a much weaker impact on the global
consumers than that on the domestic con-
sumers. Haier had been working hard to
establish a global logistic distribution and
delivery system to support its B2C and B2B
platforms as well.

What is really unique about Haier’s
e-mode is its creative adaptation of the B2C
model from the U.S. to China’s special situ-
ations. Since many Chinese individual con-
sumers did not have the direct access to
the Internet at home, Haier adopted an in-
novative B2B2C model. Haier was trying
to leverage its established distribution sys-
tems with its website system. Haier asked
its distributors and retatlers to provide the
Internet access for its consumers. As a
result, in addition to being the point of de-
livery, service and payment collection,
Haier’s distributors and retailers also serve
as a point of providing product information,
offering consultation or advice, and taking
customized orders from the consumers
who did not have the Internet access or
did not feel comfortable placing online or-
ders by themselves. Such a B2C platform
was the unique feature of Haier’s CRM
system.

As discussed earlier, Haier had
implemented an internal ERP system,
which served as part of its IT system for
its e-business strategy. The current prob-
lem of Haier’s ERP system was that its
internal logistic flows, capital flows and in-
formation flows were still separately
handled by different internal sub-systems.
This was due to the different times when
various parts of the information systems
were adopted. Haier would have to work
hard to integrate its sub-systems and com-
plete its internal ERP system. Haier had
worked with many global IT partners (e.g.,
Lucent and SAP) and some consulting
firms (e.g., McKinsey) for technical and
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business advice. In a promising market with
various entry barriers, such complementary
alliances between local companies and for-
eign multinationals would be critical to the
success of both types of companies
(Chang, Chuang and Jan, 1998).

Haier had also restructured its orga-
nization and management process toward
an e-management system through its con-
tinuous BPR program. Haier’s BPR pro-
gram had two major goals. First, it wanted
to implement a shift from a traditional func-
tion structure to a flat customer-driven pro-
cess-oriented market-chain structure. Sec-
ond, it wanted to instill a new culture into
the company, where an employee was re-
sponsible for customers and responsive to
market signals rather than his or her boss.

The concrete examples of Haier’s
BRP system are its “Market Chain” pro-
gram and its “Employee-as-SBU-Boss”
program. The core value of the “Market
Chain” program was to take customers
(both external and internal) as the focus of
all the activities. To accomplish that, Haier
reorganized itself from the traditional func-
tional structure to a process flow structure
with four basic divisions: (1) commercial
flow centers for acquiring sales orders, (2)
workflow centers for manufacturing prod-
ucts, (3) logistic flow centers for distribu-
tion and delivery and (4) overseas centers
for international activities. The central link
between the four divisions was the flow of
order information. In addition, the flows of
capital and material were integrated with
the flow of order information. Finally, the
SCM and CRM systems were integrated
with the above activities through the flow
of order information. Together, the above
activities constituted Haier’s “Market
Chain” program.

Besides the “Market Chain” program,
Haier also implemented the so-called “Em-
ployee-as-SBU-Boss” program. First, ev-

ery unit in the company, regardless of its
function or level, was granted the status of
a profit center with full responsibilities of
its own. Second, every employee, regard-
less of his or her function or level, was also
granted the status of a profit center, with
full responsibilities as if he or she was the
boss of his or her own SBU. In short, the
central theme of Haier’s BRP was about
the incorporation of external market com-
petition into its internal operations so as to
create an internal market network inside
the company.

Further, the mode of Haier’s entry into
e-business was that of brick-click separa-
tion. Haier set up a separate unit with a
small staff of 45 in 2000, Haier E-Business
Co., which was responsible for the imple-
mentation of Haier’s all e-business initia-
tives. This indicated that the e-business was
not yet well integrated with the rest of
Haier’s business operations. Similarly,
Haier’s global presence was more virtual
than real, although the trend was toward a
better-balanced integration of its virtual and
real elements.

Finally, there was no clear differen-
tiation between Haier’s core business and
non-core businesses regarding the choice
of e-mode, thus lacking the evidence to
support the view that the e-mode for core
business would be tight while the e-mode
for non-core business would be loose. This is
the final source of Haier’s problems with re-
gard to the effect of its e-business strategy.

The Process of Haier’s e-Business
Strategy

Haier’s e-rhythm

Realizing that e-business was largely
about the fast speed of information flow,
capital flow and logistic flow, Haier accel-
erated all of its programs and projects. For
instance, within the past three years, Haier
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had made various changes to its organiza-
tional structure over forty times. Further,
as a latecomer to the global competition,
Haier had to accelerate its process of in-
ternationalization with whatever means
available, including e-business.

More importantly, Haier saw speed
as the source of its new core competence.
Haier launched a series of projects (as part
of its BPR program) to shorten the cycle
time for new product development, global
market access, logistic delivery and pay-
ment collection. The core of those projects
was the application of e-business tools as
the most effective in enhancing the speed
of operations. For example, Haier ranked
speed at the top of its three-pronged stra-
tegic initiative for 2002 (i.e., speed, inno-
vation and SBU), where innovation and
SBU were regarded as the means to
achieve the end of speed. However, Haier
did not differentiate its core business from
its non-core business with regard to the
tempo of e-business process.

Haier's e-directionality

Haier’s e-business strategy had un-
dergone a progressive sequence from an
initial phase of trial-and-error to a later
phase of maturity. Haier started its e-busi-
ness program in 1998. Initially, Haier cop-
ied the model from the West to develop the
websites, which did not work well in China.
Later, Haier invented its unique and effec-
tive B2B2C model. Even later, Haier
started to integrate its e-business effort
with those of internationalization (which
started in 1999) and BPR restructuring
(which started in 1998). Despite the re-
maining problems, Haier’s e-business effort
is becoming increasingly more effective.

There were two good examples of e-
directionality. The first was Haier’s inter-
nationalization program, which underwent
four phases. At the first phase, Haier

started to learn from the Western compa-
nies such as Dell for the Just-in-Time (JIT)
system as well as GE for the diversifica-
tion program. At the second phase, Haier
started to join strategic alliances with the
Western companies. At the third phase,
Haier started to localize its overseas op-
erations including local design, local pro-
duction and local service. At the current
fourth phase, Haier started to seriously build
a global brand. The other example was
Haier’s logistic operation, which underwent
three phases. At the first phase, Haier
started to consolidate all the logistic opera-
tions into one business unit. At the second
phase, Haier started to integrate its logistic
unit with its SCM and CRM programs. At
the third phase, Haier started to turn the
logistic unit as a profit center that offers
services to both internal customers and
external customers (as the third-party lo-
gistic provider). However, Haier did not
differentiate its core business from its non-
core business with regard to the sequence
of e-business process.

Haier’s e-simultaneity

As indicated above, Haier did not in-
tegrate its e-business strategy with other
initiatives at the early stages (e.g., the cases
of brick-click separation and unbalanced
virtual-real global presence), but Haier ad-
Jjusted its approach later to incorporate them
into a coherent stream of programs. The
most significant integration had occurred
in the areas of its global program and its
restructuring program. In the last two years
(2001 and 2002), there was a pattern of
better synchronization with regard to e-
business, internationalization and BPR,
which would be much more pronounced in
the years to come.

The best example of Haier’s e-simul-
taneity was the link between the three e-
business objectives (i.e., zero distance be-
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tween customers and suppliers, zero inven-
tory and zero working capital). The objec-
tive of zero distance implied that e-busi-
ness was largely about meeting the real
need of the customers, which could be ac-
complished via product and service
customization, as well as shortened cycle
time in product development and logistic
delivery. Zero distance required well-syn-
chronized cooperation between customers
and suppliers. The objective of zero inven-
tory implied the need for effective JIT,
SCM and CRM systems, so the achieve-
ment of this objective relied heavily on the
achievement of the objective of zero dis-
tance. Similarly, the achievement of the
third objective (i.e., zero working capital)
had to rely on the achievement of the above
two objectives. Put differently, the three
objectives were closely related, so a good
synchronization among the three was criti-
cal. However, Haier did not differentiate
its core business from its non-core busi-
ness with regard to the synchronization of
e-business process.

The Effect of Haier’s e-Business
Strategy

The overall effect of Haier’s e-busi-
ness strategy was generally positive. The
effect of Haier’s e-business strategy could
be evaluated by three sets of measures.
The first set was the measures of reduced
cycle time and enhanced customization
according to the objectives of zero distance
and fast speed. The evidence strongly sug-
gested that Haier’s e-business strategy was
very effective. For instance, the cycle time
for developing new products was reduced
from 4-6 months in 2000 to 2-3 months in
2002. Further, the cycle time for logistic
distribution was reduced to a great extent.
Haier could distribute its items in less than
eight hours within major cities; less than 24

hours within the same province; and less
than four days nationally inside China. This
was also the case overseas. For instance,
Haier reduced its delivery time in Europe
by half during the past three years. The
export delivery cycle time was reduced
from more than 15 days in 2000 to less than
seven days in 2002. Another example of
the effect of e-business on Haier was that
its cycle time from sale order to procure-
ment order was reduced from more than
seven days in 2000 to less than one hour in
2002. Also in 2002, Haier achieved a sig-
nificant milestone by having a perfect 100%
of ordering online. Finally, the procurement
cycle was reduced from 10 days in 2000 to
three days in 2002.

In terms of enhanced customization,
Haier also achieved a lot. The customized
orders accounted for more than 3% of the
total orders, up from less than 1% in 2000.
Further, newly innovated products ac-
counted for more than 60% of its total sales
in 2002. Haier was able to introduce new
products with an average rate of 1.5 per
day, and also apply new patents with an
average rate of 2.6 per day. Let us take a
closer look at one specific instance. When
Haier announced its “customized refrigera-
tor” in August, 2000, within just one month,
it received orders of more than 1 million
customized refrigerators, which was about
one-third of Haier’s annual sales of refrig-
erators. By 2002, about half of Haier’s or-
ders for refrigerators were customized.

The second set was the measures of
cost saving and cooperative value cre-
ation according to the objectives of zero
inventory and zero working capital. The evi-
dence strongly suggests that Haier’s e-busi-
ness strategy was largely successful. For
instance, the size of procurement staff was
cut by one-third from 2000 to 2002, and
the cost of procurement was dropping at
an annual rate of 5%. Further, the average
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inventory turnover time was reduced from
more than 30 days in 2000 to less than 18
days in 2001 and further down to 10 days
in 2002. With regard to the SCM program,
the number of suppliers was reduced from
more than 2,300 in 2000 to 721 in 2002,
among which 59 were the world’s top 500
companies. More than 70% of the suppli-
ers participated in various joint R&D
projects with Haier. There was also mea-
sured success in the CRM area where the
goal was to help the customers succeed in
their business ventures.

In terms of zero working capital, Haier
also achieved a great deal. For instance,
the turnover of its working capital for sup-
ply procurement was reduced from more
than 36 days in 2000 to less than 10 days in
2002. Further, more than 80% of the online
orders were paid online in 2002. During the
past three years, the old inventory dropped
by about 74%, the warehouse space utili-
zation was improved by about 100%, and
the working capital tied up with the inven-
tory dropped by about 67%.

The last set was the measures of
overseas sale, profit and brand recogni-
tion according to the objective of inter-
nationalization. Despite the increasingly
large revenue base, Haier still achieved a
high export growth rate. For instance,
Haier’s export sales grew over 100% in
2000, over 50% in 2001 and 37% in 2002.
Haier had 62 overseas distributors cover-
ing more than 30,000 overseas distribution
terminals. Haier’s products reached more
than 100 countries. Haier’s export to the
U.S. and Europe accounted for about 60%
of its total export. Haier was one of the
largest exporters in China.

Haier enjoyed a high market share in
many overseas markets. For instance,
Haier’s small refrigerators had a market
share of 25% in the U.S.; its freezers had
a market share of 28% in Indonesia; its

air-conditioners had a market share of 60%
in Uruguay; and its washing machines had
a market share of 30% in Sri Lanka. In
addition to the overseas markets, Haier’s
refrigerators had a domestic market share
of 33.4%; its freezers had a domestic mar-
ket share of 41.8%; its air conditioners had
a domestic market share of 30.6%; and its
washing machines had a domestic market
share of 30.5%. In sum, the effect of
Haier’s e-business strategy was generally
positive, but not without any problems.

The Remaining Problems of Haier

Despite its apparent success, Haier
still faced many challenges. First, there was
no proven e-business model either in China
or abroad for Haier to copy. However,
Haier was good at learning from the suc-
cessful practices of other companies such
as GE and Dell, and Haier was creative in
developing its own unique e-business mod-
els (e.g., the B2B2C model) in a trial-and-
error process. Second, the e-business con-
ditions in China limited Haier’s e-business
expansion. Many of Haier’s suppliers did
not have adequate in-house information
systems, and even Haier’s own in-house
IT system had not been fully integrated.
Third, Haier was fighting an up-hill battle
in its pursuit of global brand. Judged by rev-
enue size, Haier was almost ready to join
the Global Top 500 Club. However, Haier
still lacked a strong global presence with a
strong global brand.

Finally, there was a concern that Haier
might have made several wrong choices
for its e-business strategy content. It was
controversial for Haier to focus so much
on joining the Global Top 500 Club as its
strategic intent and achieving revenue vol-
ume as its strategic target. Further, Haier
might have to reexamine its strategic pos-
ture of broad diversification, which was
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largely driven by its single-minded pursuit
of the Global Top 500 Club membership.
Haier might have expanded too far beyond
the scope of its core competency and its
managerial control. Haier has failed to dif-
ferentiate its core business from its non-
core business in both content and process
of e-business strategy. This could be the
most serious mistake for Haier, as it might
have missed the biggest potential benefit
of e-business—the concurrent pursuit of
paradoxical ends via balanced means ac-
cording to the holistic, dynamic and dialec-
tical network paradigm.

Discussion About the Case Evidence

The case evidence can be summa-
rized in Figure 2 to be analyzed against Fig-
ure 1.

In general, the case evidence of Haier
provided partial support for most proposi-
tions. Specifically, the case evidence did
not lend much support for Proposition 1
about the choice of strategic target. The
case evidence provided partial support for
the other six propositions. The partial sup-
port is largely due to the lack of Haier’s
differentiation between its core business
from its non-core business regarding both
the content and process of e-business strat-
egy. The failure to make such distinction
might have hindered Haier from benefiting
fully from e-business, which could be the
root problem of its current e-business strat-
egy and would be the biggest obstacle to
its future e-business success. The problem
is related to such general problems in China
as a pride-driven focus on large size, the
under-development of component supply
industries, and the general lack of effec-
tive legal protection. The significant prac-
tical implication is that a company must
clarify its strategic core so as to build its e-

supply and e-demand chains around its
core.

CONCLUSION

This paper has attempted to make
two basic contributions. First, this paper has
proposed a holistic, dynamic and dialecti-
cal conceptual framework of e-business.
The proposed framework offers a work-
ing model by which a firm can map out its
strategic choices with regard to the critical
issues of e-business (e.g., the antecedents,
content, process and consequence of e-
business, such as the paradoxes of growth-
profit, customization-standardization, spe-
cialization-diversification, core-non-core,
competition-cooperation, tight-loose, brick-
click and spatial-temporal). The paper has
conducted a case study to test the proposed
model. Further research, both conceptual
and empirical, is needed to expand the ap-
plication of the proposed framework.

Second, the paper has also provided
practical lessons for the local firms in the
developing countries to avoid the major pit-
falls of e-business. The local firms need to
be creative in adapting the business mod-
els from the West to their unique local con-
ditions (e.g., Haier’s B2B2C Model) so as
to overcome the unique barriers in the de-
veloping countries. Strategic alliance with
foreign partners is imperative for the local
firms to effectively implement e-business
strategies. The local firms must build their
in-house information systems before initi-
ating their e-business programs. They need
to be patient and persistent with their inter-
nationalization programs. They particularly
need to avoid the pitfall of a single-minded
pursuit of one-dimensional objectives (e.g.,
the over-emphasis on growth target, cost
thrust, broad postare, tight mode, fast
tempo, non-synchronized coordination and
premature leapfrogging sequence).
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