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Executive Summary
Merger and acquisition is one of the international expansionary strategies, the Open Door Policy by Chairman Deng allow the development of private enterprises, and most of the Chinese entrepreneurs expand their business internationally by merge and acquisition activities. From 2010-2015, the M & A volume of Chinese enterprise have been increased by around 33% per year.  Total $227 billion has been invested by Chinese enterprise in 2016 which is six times compare with the investment from foreign companies. (Corman, 2017) 

Haier Group, one of the leading global white products manufactures, a company from a nearly bankrupt in 1984 to a dominant leading global player nowadays.  The leadership style and the competitive people management strategy lead the success of Haier.   At the beginning stage of internationalisation, Haier mainly adopted the joint venture strategy with other foreign companies to enter the foreign market.  In 2012, Haier acquire the Fisher and Pune and in year 2016, Haier made a huge acquisition - acquire the General Electric.  (Lasserre, 2018) We will focus on recent merger and acquisition of Haier – Acquisition with General Electrics.  

Haier plan to imply the new corporate strategy of Zi Zhu Jing Ying Ti (ZZJYT, means a small business unit with a high degree of autonomy) to GE Appliance in 2018, it is a stepping stone to bring Haier from a traditional manufacture to a service-oriented organisation.  In the product level, from seeking economy of scales to reach the maximum profit to the maximum customer value proposition.  This report will discuss how Haier can make this strategy successfully implement in GE, what is the biggest issue Haier is facing when move forward. 

We will go through the organisational culture and value of Haier and GE and the challenge from the equity of performance appraisal between Haier local office and newly merge GE.  Recommendation will be advised for overcome the challenge of equity of performance management system on local and overseas offices.
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[bookmark: _Toc3928953]Brief history of Haier
The Open-Door Policy by Chairman Deng Xiaoping is one of the key factors turns Haier from a state-owned enterprise to a private enterprise.  Haier is merging of two state-owned enterprises: the Qingdao General Refrigerator Factory and the Qingdao Air Conditioning Factory in year 1984.  It was leaded by Mr. Zhang Rumin who has the engineering background. (Lasserre, 2018)  After Zhang became the leader of Haier, he decided to purchase the licences from a German company – Liebherr to improve the technology knowledge and improve the product quality. (Liu and Li, 2002)  At the beginning stage of the newly formed Haier group, refrigerator is the only product to manufacture.  With the improvement of the product quality with aggressive promotion plan, Haier become one of the leading white products domestically. (Wang, 2015)  The management of Haier adopted the product differential strategy between the period of 1988 to 1995, instead of refrigerator, Haier also produce air-conditioner; washing machine, vacuum cleaner and stoves, it is a stepping stone of Haier to become a leader in the white goods market.  Haier started to expand their business by acquiring other company, in 1996, Haier acquire a Qingdao leading white goods manufacture – Red Star Electric Appliance Company. (Lasserre, 2018)  In the same year, Haier getting the first step of overseas expansion, Haier joint venture with an Indonesia manufacture, it not only expands its production capacity but also the transfer of knowledge. (Wang, 2015) 

China became an official member of the World Trade Organisation in Dec 2001, in order to over the non-tariff barriers, Haier decided to invest the wholly owned overseas production plant in the desired market.  The American headquarters started in March 2002 and located in New York.  In 2009, Haier share 34% market share of the washing machine, 27% market share of refrigerator and 14% market share of the air conditioner. (Wang, 2015) The success of the first step of international strategy favour Haier expand its overseas market share, there are several large foreign investments of Haier listed below:



	Year
	Investment 

	2006
	 Joint venture with Ruba Group in Pakistan  

	2011
	Acquire the Sanyo in Japan

	2012
	Acquire Fisher and Paykel in New Zealand

	2013
	Joint venture with Fagor in Italy and Poland

	2016
	Acquire the General Electrics Appliances in USA


Source:  LASSERRE, P., 2018. Global strategic management. Fourth edition edn. London : Palgrave.
According to data released by Euromonitor in 2014, Haier brand cover 10.2% of market share of white goods in retail.  It was the 6th   largest market share in white goods globally that cover with 10.2 per cent retail volume market share. Haier has been the market leader for white goods for 6 continuous year. (Ragini and Harleen, 2015)  As of January 2019, Haier is a listed company under Shanghai Stock Exchange (SSE: 600690) and Hong Kong Stock Exchange (SEHK:  1169).  Haier also announced that “D-share” will be available to trade in China Europe International Exchange in Frankfurt. (Tom and Julie et al., 2018)
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Business model of an organisation reflecting the corporate strategy, the business model contains four elements, they are:  customer value proposition; profit formula; key resources and the key process.  (Johnson and Christensen et al., 2008)
Customer value proposition: The ability to create the desired value to the customer, fulfil the customer need with quality products or services. It can be reflected by the turnover increment and customer satisfaction survey. (Johnson and Christensen et al., 2008)

Profit formula:  It refers to the mechanism that the company generate values for itself and the value generates to the customer.  The formula consists of revenue, cost, profit margin, resources velocity.  In another words, the formula is the cost that can gain the customer value proposition and gross margin.  Then, the expected profit is estimated by the resource’s velocity. (Johnson and Christensen et al., 2008)

Key resources:  The key resources are the elements that positively contribute to the customer value proposition like human resources, equipment, brand, technology etc.(Johnson, Christensen et al., 2008)

Key Process:  This is how the managerial instruction effectively process in operation level and the alignment on instruction for each level of employees.  For example, the manufacturing procedures, budgeting, planning and the front line sales service delivery. (Johnson and Christensen et al., 2008)


The success of Haier is not only relying on the international expansion but also the internal strategic transformation. The proper application of the strategic transformation enables the company cover come the challenge of the vigorous dynamic external environment.   The evolution of Haier’s business model can be divided into 4 stages:  

Stage 1:  1984 – 1991
Re-engineering of manufacturing process:  focus on product quality and establish the brand image of Haier. (Fischer and Lago et al., 2013a)

Before 1984, Haier is a state-own enterprise, like all Chinese state-own factories, it run in a planned production and it is managed in a highly bureaucratic structure.    When Mr. Zhang was appointed as the factory manager of Haier, he realises the weakness of Haier, the inconsistent of product quality and the image traditional image of factory is poor in discipline.  In order to improve the situation, Zhang has designed some rules to monitor the employees’ self-discipline like the attendance record for regulation the working hours.     Keep a tidy and hygienic working environment, urination is not allowed in the workshops.  To ensure the product quality, Zhang introduced a policy that if there are defective product produces, all the involved employees will deduct the salaries for 20%. Zhang believe that with a good product quality, the product can be set at a higher profit margin price and Haier has built up a good reputation of quality white goods manufacture in domestic market.  (Liu and Li, 2002)  In 1989, Zhang has implemented the “OEC” strategy, OEC refers to “Overall”, “Every”, “Control and Clear”, its strategy encourages employees to keep a proper written record, all process become traceable. The “OEC” strategically improve the efficiency and the knowledge transfer system.  (Fischer and Lago et al., 2013a) Haier gets the customer value proposition of reputation quality white goods provider.  With a low defect rate, it contributes to have a better cost control, less return from the customers created the customer loyalty to purchase Haier’s products, this is the profit formula of Haier in stage 1.  Human resources become the key resources at this stage, the defective goods policy empower the workforce to have the best performance.  The key process will be the re-engineering of the manufacturing process to achieve a better customer value proportion.


Stage 2:  1991 – 1998
Implementation of product differential strategy to enlarge the domestic market share, internationalize by export.  Technology acquisition and transforming Haier into a service company instead of manufacturer. (Fischer and Lago et al., 2013a)

From a nearly bankrupt factory to good reputation refrigerator manufacture, the mystery of Haier attracts other white goods producers who suffering from profit lost invite Haier as a partner or sell the company to Haier.  During 1991 – 1998, Haier acquire different home appliances manufacturers like air conditioners, televisions, washing machine, etc. (Fischer and Lago et al. 2013a) Haier expanded its product category by merge and acquisition which is the fastest way to achieve the target, however, the strategy alignment of newly acquire companies.  As most of the acquired companies are managed poorly and have carry deficit account. In order to ensure the products under the brand “Haier” keep in a high-quality standard.  Zhang transfer the experienced managers to the newly acquired factory, provide training, monitoring the implementation of Haier strategy and quality control.  (Fischer and Lago et al. 2013a) In stage 2, Haier apply the product differential strategy.  The product variety increase the customer loyalty that create the customer value proposition. The profit formula of stage 2 is invest on training for strategy alignment to ensure the brand image of “Haier” will be consistent. Still, the key resource is the human resources, well experienced manager leads the training and implementation process.  The key process for this stage will be training as it is important to ensure the newly acquire companies are strategically aligned.

Stage 3:  1998 – 2005
The Business Re-engineering Process (BRP), after the large acquisition action, Zhang realize a great effort is needed for alignment on the corporate culture and strategy.  Although Haier devoted a large amount of human resources and investment on the alignment process, there are still have “disconnected” area between departments.  Letting employees in different level direct know the customer needs and market trend will be the possible solution to figure out the common language between different departments.  The management desired to change the company structure to become more market-like instead of traditional bureaucratic structure.  (Fischer and Lago et al. 2013b)

Learn from the idea from Michael Porter’s value chain, Zhang evaluation it to become the Market chains.  Each people, each working unit will directly link up with customer in market chain and each sequential operation activity will linkup with internal customers who are employees of each market chain. Deadlines and specification of the service/ product request used to be clearly defined and compromise.   The internal work nature become project base instead of traditional continuity base.  However, the approach is failed, and Zhang designed to restructure.  Instead of breaking up all the hierarchy, it makes up of a simpler structure.  The structure makes up of four divisions (sales, finance, logistics and global business units), six supporting departments (R & D, customer service and human resources) and three manufacturing departments (planning, quality assurance and equipment management). Each reduced structure allows to provide more autonomy to decide the service provide to other department/ division as it is not necessary for them to go through the giant bureaucratic structure. (Fischer and Lago et al. 2013b) The purpose of the BRP is to enhance the customer value proposition.  The key process is internal restructuring of the organisational structure, and the key resources will be the strategic manager of each business unit. 

Stage 4:  2005 – 2012 
Haier experienced a structural change to achieve a higher customer value proposition, around the time period 2005-2009, Zhang initiated a new strategic business unit and with the assistance of the new information technology solution – Rendaheyi.  A simple definition of Rendanheyi means that overall achievement of team from different departments or division like: R & D, manufacturing process, quality assurance, sales and after sales service are aligned with the customer satisfaction. (Frynas and Mol et al., 2018) The rationale of Rendanheyi is to encourage employees to fine out their own value in their work, how they can work better to create customer value proposition instead of rule and regulation from company.  Employee can work in his/ her own way to achieve the target. The autonomy provided the employees will increase the motivation and job satisfaction; customers will able to get a flexible service, this bring a win-win situation for both employees and customers. In 2019, Haier announced that they will be transformed from a traditional manufacturing company to a service-orientated company, they will only produce the product on customer demand rather than manufacturing convenience to achieve the goal of economy of scales. (Frynas and Mol et al., 2018)

In order to ensure the efficiency of the production line, Haier acquire a factory who is expert in lean manufacturing process to support the demand on production support of Rendanheyi. Instead of traditional top-down management, the Haier employees become self-manage and make their own decision making, a strong and effective manufacturing support is needed. The tailor-made customer service increases the customer loyalty, customer eager to engage with Haier’s products and services.   The organization structure of Haier become flatted, a large number of self-governing small business unit is established instead of a large number of employees in middle management level. (Madden, 2018)

Stage 5:  2012 to present
We call the small business unit as microenterprise; this microenterprise is the prototype of the further formation of “Zi Zhu Jing Yi Ti” (ZZJYTs).  The ideology of ZZJYTs is a network-based mechanism, the operation of ZZJYTs rely on the users and partners connection to form mesh of community of interest (COI).  COI is an internet platform for users and microenterprise to share the opinion and market information.  Through the platform, users can share their feedback on the experience in Haier’s product or service, the microenterprise can share the development of new products to get some users feedback and expectation.  This interactive platform serves the purpose of information exchange and strengthen the strength of Rendanheyi – customers actively take part in Haier’s product development and get a tailor-made service and products. Once the microenterprise figures out the possibility, they can work out with clients for new products development that is we so call it ZZJYTs.  It means individual microenterprise has autonomy to decide how to work out with client and what kind of products to develop.  (Lasserre, 2018)

We can say that the Rendanheyi inspire the culture of open mind set and sharing between Haier internal staff, then the ZZJYTs is an empowered version of Rendanheyi.  The ZZJYTs is the inspiration of open mind set and sharing between microenterprise and customers. (Lasserre 2018)  The success of the Rendanheyi and ZZJYTs can be reflected by the profit margin.  Rendanheyi has been introduced in 2005, Haier’s profit margins are around less than 4% while it is around 6% profit margin of Haier’s major competitor – Whirlpool.  Ten years later, the profit margin of Haier is around 6% while Whirlpool is only 4%.  The transaction volume in 2016 by the COI platform increased by 73% (USD39.6 billion), the figure reflected the market accept the new business model of Haier. (Frynas and Mol et al., 2018) The customer received the tailor-made service and products, they eager to keep purchase of Haier’s good. The customer loyalty is the customer value proposition in this stage.  The key process is the information exchange in the COI platform. The key resources are the internet platform and the human resources of the ZZJYTs.  The profit formula will be the increment on customer base and the eagerness to continue purchase of Haier’s good.

The COI platform and the ZZJYTs providing a good platform for Haier further strategic move – bring Haier into a new networking era.  Haier maximize its global resources like R & D talent, manufacturing capability and the global marketing talent for image building to support the tailor-made products, this build up a unique customer experience and network.  It makes up as a competitive advantage of Haier. (Segers, 2016)  The development of Haier showing that the leader of Haier planned to bring Haier from a traditional manufacturing factory to a service-orientated organisation.  The COI platform provide as a good media for Haier to become an IoT solution provider, they will choose the best suitable products to customers instead of letting the customer choosing from the market.  Haier’s business model undergoes the evolution from traditional manufacturing company to customer orientated solution provider. 
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In 1978, China undergoes an important political change, the implementation of the Open-Door Policy makes a remarkable change of China – from a command economy to a market economy.  The initial of the Open-Door Policy is to attract FDI to China earning the foreign currency for increase the capital of the country.  In addition, it also can ensure the sufficient resources for domestic market. (Taylor, 2002)   Under the Open-Door Policy, the Chinese government opened 14 coastal cities for FDI, it nearly covers 60% of the domestic industrial capacity at that moment. (Huan, 1986)  The government policy encourages FDI to domestic market increase the competition within the industry.  In order to survive, Haier used to consider increasing competitiveness by quality and technology improvement.  At the same time, Haier used to increase the market share by export. 

With the increase trade surplus with developed countries like United States and European countries, the trade surplus with USA in 1991 was $12.7 billion. (Park, 1993) In 2005, the trade surplus with USA increase to $201 billion and China has replaced Mexico become the second largest sources of import for USA, it takes 14.6% of USA’s imports. (Lum and Nanto, 2007).  The increasing trade surplus leads the developed countries initiate the protectionism even it is tariff or non-tariff barriers. (Park, 1993) The increasing cost for export leads Haier to expand the global market via other entry strategies like joint venture; merge and acquisition.  In a dynamic external environment and highly competitive internal environment, it is necessary for Haier to entering the global market. 
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There are four common strategies to entering the foreign market, they are direct export; foreign direct investment (FDI); licensing and joint venture.   The case of Haier, they adopted the direct export, FDI and forming joint venture to entering the foreign countries. 

Direct Export:
The advantage of direct export is the cost of investment is lowest among the four listed entry strategies in the above. In addition, it is the fastest way to enter the foreign market.  Haier get the ISO9001 certificate in year 1992, this bring Haier into the international market. The first step of Haier’s internationalization is export in a format of Original Equipment Manufacture (OEM) products.  The first destination in East Asian country is Indonesia.  With an excellent quality of Haier’s product, it attracts an Indonesian company Sapporo group to form a joint venture to produce several home electronics appliances like washing machine, air conditioner, refrigerators, microwave oven… By 2000, the Haier’s refrigerators share about 28% of Indonesian market and Haier formed joint venture companies in Algeria, Bangladesh, Dubai, Iran, Jordan, Pakistan and Philippines. It is the same pattern that Haier did in Western countries, Haier export the OEM products to United Kingdom and Germany in early 1990s.  (Duysters and Jacob et al., 2009)  The disadvantage of direct export is limited access to the market information of the foreign countries and the distribution channel will relied on the foreign partners instead of Haier itself.

Joint venture
The advantage of joint venture is combining the competitive advantage of two partnering companies. The investment cost will be much lower when comparing with direct foreign investment; it can share the local network and the marketing information of the local partner.  In addition, joint venture also provides a good platform for knowledge exchange. The Haier has a joint venture with a local Yugoslavia manufacturer, the newly formed joint venture company manufacture the air conditioner using the Haier brand.    Different from the strategy in East Asia, Haier established its own branch office in Varese, Italy in 2002.  The Haier Europe major role is the handle all the sales and marketing matter in European countries. (Duysters and Jacob et al., 2009) The disadvantage of the joint venture is the difficulties to handle conflicts and cultural difference between partners.  Compare with direct export, join venture has a high investment cost and risk. 

Foreign direct investment:
The advantage of foreign direct investment is the absolute control on the foreign office, it favour the foreign office to strategically align with local head office.  FDI can avoid from trade tariff and trade barrier.  It is the fastest way to enter a foreign market as it can share the customer base; marketing information and feedback as the company being acquire is the player in the market for a period. There are two ways for FDI; one is establishing a branch office in foreign countries. Another way is from merge and acquisition; purchase an existing company in foreign countries.  Haier acquire an Italian refrigerator factory, this production plan expanded Haier production capacity.  In year 2000, Haier established its manufacturing plant in Camden, in addition, Haier also establish its own design centre in Los Angeles and a trade centre in New York. (Duysters and Jacob et al., 2009) Haier now has over 30 overseas factories and in year 2016, Haier acquire GE’s home appliances unit. The disadvantage of FDI is the cost and risk are the highest among direct export and joint venture.  Moreover, it is difficult for the head office to manage the local office due to the culture different of the local staffs. 

Haier has adopted export; joint venture and the FDI as its global entering strategy, in the beginning stage of Haier’s globalisation, it adopted direct export as it involves less investment cost and relatively low risk.  When getting more experience on handling the foreign offices and the increasing income, Haier able to catch up with a higher overseas investment like forming joint venture and FDI.  Both strategies provide a higher flexibility for the control and implementation of the corporate strategies.  In addition, it also enables knowledge transfer from foreign office to head office.  It improves the technological and management knowledge.  With a well experience in handling foreign office and capital for investment, Haier focus on M & A in recently 15 years.  The largest M & A recently is the acquisition of GE Electrics in 2016.
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The acquisition of GE will be the focus of our study, we will discuss on one important people management issue after M & A. Before we go into the detail discussion, we get some basic information of GE before Haier’s acquisition.

The headquartered of GE is based in Lourisville, KY, there are nine manufacturing factories located in five states in USA.  In year 2016 which is the year of Haier’s acquisition, GE has around 12,000 employees in the world and 96 percent are based in USA.   The deal involves $5.4 billion for Haier to purchase the GE’s appliances business. The deal includes the continue of using the GE brand for 40 years and Haier will also share 48.4 percent of a Mexican appliance company which being a joint venture with GE Appliance for 28 years. Haier guarantee the headquarter of GE can remain in Louisville and it will be operated independently.  The current senior management team will be remained in the director board and dominant the direction of GE Appliances strategy. (Haier to Acquire GE Appliances Business, 2016)

In 2018, two years after Haier acquisition, GE Appliances has made up five years plans for the company development, it includes the investment in expansion of the manufacturing; products and distribution network. (GE Appliances Announces New Investment, Expansion On 2-Year Anniversary Of Haier Purchase, 2018) The areas include:

· Market leader of Internet of Things (IoT), a tailor-made personal solution to client for their home electronics appliances. A unique and personal home ecosystem. (GE Appliances Announces New Investment, Expansion On 2-Year Anniversary Of Haier Purchase, 2018)
·  Haier has developed software – Brilliant Factory, with the aim of internet technology and mobile phone technology, a real-time useful manufacturing data sharing tools enable a faster production decision making in anytime and anywhere. The manufacturing plants of GE Appliances also implement for this software to improve the efficiency, products quality and cost control.  The improvement of overall production performance will be held to the implementation of the zero-distance of customer service strategy as guarantee product quality and fast response to the market feedback will increase the customer loyalty.  (GE Appliances Announces New Investment, Expansion On 2-Year Anniversary Of Haier Purchase, 2018) It is a similar strategy of Rendaheyi as Haier home country does. 
· Develop a plan to invite strategic partner to expand the distribution network in Dallas, Denver, Atlanta and Northern California, the strategic partner will responsible for a one-stop service – distribution, delivery and installation. (GE Appliances Announces New Investment, Expansion On 2-Year Anniversary Of Haier Purchase, 2018) This is a similar strategy of ZZJYTs in Haier home country does. 
· On the operational side, in order to response to the customers in timely basis, GE US break down the organisational structure into a smaller size, that is similar to the microenterprise that Haier home country does. The smaller the business unit, the faster action and decision making can be made. (GE Appliances Announces New Investment, Expansion On 2-Year Anniversary Of Haier Purchase, 2018)
· On the marketing side, GE Appliance introduced a concept called “Owner is Boss”, it delivers a concept to the employee the importance of customer satisfaction. GE invest a lot in research for the customer segment and encourage employees to fulfil the demand on the market segment they belongs to, this brand new go-to-market strategy from a brand of home electric appliances to appliances of brand is similar to the Rendaheyi strategy in Haier home country. (GE Appliances Announces New Investment, Expansion On 2-Year Anniversary Of Haier Purchase, 2018)
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When the merger and acquisition process complete, the HRM will be responsible for the following areas:
· The organisational structure of the newly merge/ newly acquire company.
· Training and developing planning to match with the new strategy
· Employment relation and organisation culture. 
· Design the performance appraisal system for the newly merged/ acquires company.
(Napier, 1989)

Once the company undergoes the M & A, the first important step for the leader is to consider is the organisational structure of the newly merged or acquired company.  This decision making will affect the allocation of human resources management. (Napier 1989)  In the announcement of Haier’s acquisition, GE Appliance can be operated independently, and the senior management can be retained.  The senior management can dominate the direction and strategy of GE Appliances.(Haier to Acquire GE Appliances Business, 2016)  According to the acquisition agreement, the organisational structure of GE Appliances can be reminded.  

The organisational structure of GE Appliances before acquisition is quite like Haier.  The leader of GE – Mr. Jack Welch believe small company size will gain the greatest efficiency and more competitive in the dynamic environment.  Welch’s intended to make GE as small as possible.  Instead of traditional hieratical reporting system, Welch introduced a simpler reporting system, employees are encouraged to solve the problems themselves or within the team instead of reporting and wait the final decision making from senior management.  Without a multi-layer reporting line, employees able to spend more time on listening and communication instead of fighting with bureaucratic layer.  Through the communication, employees can understand each other more. The simpler the organisational structure, the more efficient communication, the direction and instruction from senior management will be clear and fast deliver to employees.  The delayering process increase the satisfaction of employees.  In late 1990s, the head of GE Capital Service – Wendt the advantage of no boundary working environment.  The no boundary encourage employee for open discussion instead of following the instruction.  It shows that the leader of GE Appliances has a similar management philosophy with Haier.  (Slater, 1998)  

Similar to Haier, GE Appliances placed the customer satisfaction, the corporate strategy will be developed, and change based on the customers need and the external environment.  The people management strategy of GE will facilitate the organisation to fit for the strategic movement via recruitment and training.   Placing the customer satisfaction at the top priority become the dominant culture of GE.  The leader of GE promotes flexibility and autonomy among employees, it favours the innovation and initiative of employees.  Reward will be given to the employee who reach the highest customer satisfaction.  To sum up, the culture of GE Appliances is close to Haier:  customer orientated, keep the structure as small as possible. Training is provided to empower employee’s knowledge to provide the best and updated service to the customers. (Andrew,  2017)  In corporate level, the direction of strategy, culture and the training direction of GE Appliance is close to Haier home office, in favour the transition of the newly acquired period, it makes Haier be confident to announced the new strategic planning of GE after two years of acquisition, as they are strategically similar in organisational structure; culture and training direction.  The highest priority people management that Haier need to pay extra attention is in employee level - the design of the performance appraisal system for GE Appliances.
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[bookmark: _Toc3928960]What is performance management system?
A system that contributes to the effective management of individuals and teams to achieve a better organisational performance.  The system will have a clear picture what is expected to achieve and the approach to lead and develop employees to reach the organisation mission and vision.  The performance management system is providing a benchmark of the process of strategic vision of the organisation.  (John and Patrick et al., 2009) 

The performance management system should:
·  Applicable for both individual employees or departmental groups.  
· Assigned a person to review of the performance, e.g. the leader or human resources manager. 
· Involve leaders to develop a form or mechanism on performance measurement, the result of the performance review is valuable to design for the training plan, further strategic movement and employee reward system.  
· Have a constant review on the performance management system to ensure the pre-set organisational goal is achievable and it is also competitive in the dynamic environment.  An effective performance management system can help organisation maintain the talents and ensure proper training is provided for employees. 
(Vance and Mcclaine et al., 1992)
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Goal-setting theory
Goal and self-satisfaction are inter-related, somehow, we can say that it is directly proportional.  We will have the feeling of success if we are provided the platform to growth, handling the challenging job and finally reach the pre-set goal by management. Goal will be influenced by necessary task knowledge and skills.  Goal can be motivated by employee’s existing capability and direct apply the relevant knowledge to maximise the output.  In alternative, goal can push the employee to looking for new knowledge to complete the task.   Other factors will affect degree of goal completion, such as employee characters, the opportunity to participated in decision making, the feedback system. Incentives and autonomy. (Locke and Latham, 2006)

Feedback is the key moderator in goal setting, employees are eager to check up the status of their progress and the percentage of goal completion, it will help employees to have a clear picture of the goal and the area that can improve.  On the other side, leaders and supervisors can keep a good monitoring on the process and review if there are any overloading on individual employee and if there are enough resources allocation.  The feedback system is to ensure the pre-set goals are on the right track. (Locke and Latham, 2006) 

Goals can be assigned by the leader or the supervisor and it can be set by the employee himself/ herself.  (Locke and Latham, 2006) The ZZJYT of Haier, the small enterprise team can set their target and the goal to submit to the management of Haier.  Of course, Haier management will set up a target and goal to all employees based on individual’s capability.  The idea of Haier’s ZZJYT encouraging small business unit and each business unit enjoy a high degree of autonomy, for the performance management system, a group goals will be more suitable than an individual goal setting.  One important element of group goals setting is it request a high transparency and effective communication channel  as all members with the group need to be clear about the pre-set goals, good communication and information sharing within the entire group will help to make a fast reaction against complex and dynamic situation, it is the key success for group goal setting, otherwise, individual inside the group might create internal competition. (Locke and Latham, 2006)
Equity theory
In 1965, John Stacey Adam introduced the Equity Theory, it explained the relationships of people in social exchange. The level of recompense should refer to the degree of individual contribution. In the situation within an organisation, it refers same amount of reward will be offer to the employees based on employees output in both quality and quality under the same condition, like employee skills, leading time providing for the same condition and same resources support from the organisation. Individual employee will feel it is equal when they compare the ratio of outcome is similar to their counterpart.  When employee facing the situation that they think it is inequality, their attitude towards his/ her work will change less initiative or less involvement in their team, even they will decrease their output in order to make the situation become fair.  The worst case, the employee will be decided to leave the organisation if the inequitable situation does not improve. (Cowherd and Levine, 1992)

Management by Objective (MbO)
Management by objectives (MbO) is introduced by Peter Drucker in 1954, it is a tool to improve the organizational performance. By setting a clear objective that is compromise by leaders and employees. (Drucker, 1954) Most of the cases, MbO normally apply in the managerial level, nowadays, MbO also imply in team management. Leaders define a clear objective and goal at the group level, measure and monitor the outcome.  A feedback system is necessary under MbO as it is the communication channel between team and the leader.  Leader can review and regulate the process, team can reflect their progress; difficulties and resources that of the goal set. (Antoni, 2005)

To put MbO into application, we need to outline fives steps:
1.	Define a goal
2.	Interpret the goal and explain to the employees. (In this case, we can apply the SMART model: be specific, measurable, Acceptable, Realistic and Time-bounded)
3.	Inspiriting the employees to set their own plan to reach the goal
4.	Get involve in the feedback mechanism. 
5.	Evaluate the output and confirm the achievement of individual employees.  Assign the reward to employees.
(Drucker, 1954)

[bookmark: _Toc3928962]Why performance appraisal system is important?
The performance appraisal is a tool for assessing individual employee output, it is an indicator if the individual employees reach the pre-set target or objective by the company in a given period (may be annually or quarterly).  In the organisational point of view, the performance appraisal is a good indicator if the strategy is properly interpretation as the overall performance of the employees should be above the pre-set average.  If not, training or strategic move is needed.  It also able to create a two-way communication, subordinates are able to reflect his/ her difficulties or ideas on their work, and supervisor also can make suggestion on improvement can be made or the future planning for opinion seeking before it really executes.  The performance appraisal also can reflect the strength and weakness within the organisation.  For example, if most of the employees have a below average performance in inter-department communication, management can alter through the appraisal and consider the corrective action.  (Abraham, 2014) In the employees’ points of view, the performance appraisal will influence on the salary review, bonus and the promotion chance.   After the M & A even, it is officially announced that everything remains unchanged, the psychological feeling the employees cannot be avoided.
We will from the point of view of anxiety theory and the organisational justice theory to explain the situation.

[bookmark: _Toc3928963]Literature about performance appraisal M & A
M & A is a large organisational change, it will create a certain “uncertainty” atmosphere within the company that will be acquired.  The anxiety theory tells us that the employee instincts will initiate the psychological protection, to maintain the power and the status within the organisation, it will create a negative atmosphere within the organisation, the risk of the structural reduction of labour forces.  The style or the standard to determine the employees of the new owner will create the uncertainty among employees especially for the junior staffs that is lack of opportunities to get the updated news on management direction or the change of management.(Seo and Hill, 2005)  It is critical for the leader to devote more attention and time to ensure the effective communication and the clear performance appraisal is necessary.

Another important theory for performance appraisal after acquisition is the organisational justice theory. If the employees are being treated in a fairness manner, the attitude will more supportive to the change of management.  There are three area that the employees are most concern:  distributive fairness, the fairness of the result received to an employee’s standard of equality.  The procedural fairness, it refers to the equity of the procedures applied to estimate the result. The last one is the interactional equity, it refers to how the individual employee are treated by the management for estimating results and procedures.  (Seo and Hill, 2005)

[bookmark: _Toc3928964]The Haier’s performance management system
Haier created innovative management strategies – Rendanheyi and ZZJYT, it is a decentralise, employee driven management style.  It encourages employee to have develop his/ her own career, setting his/ her own goal. Haier has a special reward system in China, for technical staffs, Haier will offer a scientific research contract payment; commission for sales and marketing staffs and piece rate wages for factory workers and fixed wages for supporting staffs. (Zhao and Du, 2012)

Components of Haier’s performance management system:
· Factory workers: Daily OEC (O: overall; E: everyone, C: control) management evaluation (Yi, 2003)

· 6S footprint inside factory floor. (6S – evaluate from Japanese 5S: “seiri”, remove the unmercenary; “seiton”, place the tools in a proper place; “seisoh”, maintain the cleanness of the workplace; “seiketsu”, self-tidiness; “shitsuke”, obey the disciplines in workplace and “safety”) (Yi, 2003)

· “Racetrack model” of recruiting and rewarding system. (Yi, 2003)

· 80-20 rule as the principle management responsibility:  It is the Pareto principle to explain the concept of efficiency, spending 20% of time to get 80% of output. 20% of your time produces 80% of your results.  It means that the management required to spend 20% of working hour to reach the 80% outcome.(Yi, 2003)

· The SST compensation system:  It is a market-chain based system, the word SST are come from Chinese wording.  The first “S” refers to “Suo Chou”, if the employee performs the job well, he/ she can claim for the compensation from his/ her downstream customer.  We may say that it is a claim for compensation.  The second “S” refers to “Suo Pei”, if the employee did not perform the job well, his/ her downstream can claim for the payment from that badly perform employee.  We may say that it is a claim for payment.  The last character “T” refers to “Tiao Zha”, it is the case there is no feedback from the market, so we cannot judge if the employee is perform well or not.  If this is the case, it means that the project/ products is not success in the market as no customer eager to try.  In this case, the employee also need to responsible for the payment as bad preparation on market research and caused the waste of the organisational resources.(Yi, 2003)

· The individual report on profit and loss for each small business unit to count for the reward system. (Yi 2003)It is the measure the output of the ZZJYT unit.(Yi, 2003)


[bookmark: _Toc3928965]Is it workable in newly acquire GE appliances?
We have made many discussions regarding the company culture and strategic direction of both Haier and GE, both organisation are strategically similar.  It should effective and relatively easy for any strategic movement or collaboration between both organisations.  The leader of Haier has announced that will not have intervention management, direction and daily operation when Haier acquire GE Appliance.  It is clear that Haier do not eager to have any influence of employer brand of GE Appliance and keep the employees psychologically comfort for the M & A.  Two years after the acquisition, Haier announced a series of strategic direction of GE Appliance.  The main direction is to follow the Haier head office, delaying and break the traditional hierarchy of manufacturing industry.  Follow with the blue print of ZZJYT.  Small business unit for effective communication, tailor made service and products for the customer.  It is to reach Haier product trend – tailor made IoT electric appliances. 

We have discussed previously; the M & A will cause the employee feel anxiety as it is uncertain with the host company new strategy and direction especially employee has a high concern on job security.  Haier introducing series of strategic direction of GE Appliance after two years of the acquisition, it properly will increase the degree of anxiety among the GE employees.  The degree of fairness of the appraisal reviewing will become a major concern among GE employees as there are few uncertainty that employees are facing:

Trust
Haier promise not to influence the direction of GE Appliance, but the agreement has been broken two years after acquisition.  The trust between Haier’s management and GE employees will be badly influence.  

Mis-communication 
Chinese is the common communication language within Haier and English is the common communication language within GE group.  Even the management of Haier group is well educated but there is still a large room for communication error will be occurred.  Employees might get wrong by using different languages systems.   The unfamiliar language system will create mis-communication and affect the trust between management and employees.

The fairness of the performance appraisal system
The OEC and the 6S footprint appraisal system helps to improve the overall manufacturing efficiency and quality, that will make a huge support for the success of ZZJYTs.  The Haier factories in China has well adopted this appraisal system as it is evaluated together with Haier’s strategy.  

The GE factories has applied the concept of Six Sigma for over ten years(Hendricks, Kelbaugh 1998), it is also a concept to improve the manufacturing efficiency and quality.  Most GE manufacturing staffs has already adopted this. If Haier eager to implement the similar concept of ZZJYTs in GE, the management used to consider if the performance appraisal need to follow with the Haier one.  Otherwise, it will create an equity problem as no significant indicator that two systems are weighted equally.

It is similar case with the small business unit and the management, how the GE existing appraisal system compare with Haier’s one like Racetrack and 80-20 rules.  As we have discussed, if the organisation facing the inequality situation, some of the talent will decided to leave. 

Frustration in transition period
The employees of GE need to adapt for the new strategy planned by Haier.  The result of strategy formation and adaptable may be turbulent, employees may feel frustrated in the stage as result is disproportion with the effort.  

[bookmark: _Toc3928966]Can the situation can be solved?
Transparency and the involvement of the employee in GE
The leader of Haier and GE need to decide an open and transparent performance appraisal system.  It is easy for all level of employee to understand.  A guideline using simple wording e.g. numeric – The allowance of late coming during the office hour, how many hours per year as excellent, good, fair or unsatisfied.  The sales volume. The number of complaints etc.  A clear and transparent appraisal system can increase the trust between leaders and employees.  The involvement of employees in GE also important as they can reflect the actual difficulties position or job nature.  Again, it will positively increase the trust between leaders and employees.

Reachable target.
In the transition period, management are encouraged to lower down the goals and target, when most of the employees are adopted the new system, management can consider to set a higher target or goal.  The adaptability can be reflected by daily output, customer feedback and performance appraisal.

A feedback and review system
Consistent review (e.g. quarterly at the beginning and half year when most of the employees are adopted the new system) is necessary for the appraisal system.  It is the ensure management is not over demanding, the goals and target is not reachable, or it is not competitive with current situation.  

A feedback system is also important, it is a communication bridge for employees to “voice out”.  Employees have a proper channel to reflect which area that is unfair, over demanding etc.  The proper feedback system can positively increase the trust between leader and employees.



Training
To let employee, understand what is the output that management exactly expected, proper training is the most effective way.  The training not only in the sense of product knowledge, hardware or technical training but also for the soft training like to market trend, the intention the specific strategic move. Through the training, employees able to understand more about the organisational direction and strategy.  It is effectively reducing the employee anxiety and contributing in future feedback system.

Exchange programme
To let the employees in GE understand more about Haier, leader can consider to arrange an exchange programme to different GE employees.  It can be treated as a reward and let GE employees understand more about their host company.  It can improve the communication and trust problem.

In addition, it can increase the transparency through understanding the host company more since GE and Haier are allocated in different countries that need to obey different employment ordinance.  Different living standard and different brand history.  The exchange programme especially the exchange of middle to top management level can effectively figure out the best unique way of a fair and transparent performance appraisal system.  


[bookmark: _Toc3928967]Conclusion
The purpose for an organisation to acquire other companies either it is local or overseas is to enlarge the market share, becoming more competitive in the vigorous competitive environment.  Even the cost of acquisition is high but it is the most efficient way to enter a particular industry or market.  In addition, the host acquire the talent at the same time which will benefit for the knowledge transfer to the host company.
[bookmark: _GoBack]The way to synchronise and maintain the talents in the organisation is an important people management issue after acquisition will become a critical issue.  It will influence of the efficiency of newly acquire company and the strategic planning.    The way to reduce the anxiety effect among employees will help to maintain the talent.  In addition, reward and promotion is one of the key factors affect the employees’ motivation, through the performance appraisal, leaders are able to judge the performance of individual employees and make a decision on the reward and promotional plan. A fair and transparent performance appraisal system help both employees and leader to have this purpose.  In the case of Haier, re-building trust is the first priority and follow with solving the equity problem before the new strategic move of ZZYJT in GE Appliances.
It is important for Haier to stabilize the employees before they plan to synchronize the strategy with GE Appliances.
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