Management Practices in China

SURE SR

Edited by %%

John Storm 298§ and John Wilson 5§ BY/R7%

Translated by #fi

Xiang Li ZF38

Management Practices in China is the second volume of the
China Business Case Study Series

PERILEFIRTRIIABE M
FRE SIS



Management Practices in China

Edited by John Storm and John Wilson

This book first published 2024

Ethics International Press Ltd, UK

British Library Cataloguing in Publication Data

A catalogue record for this book is available from the British Library
Copyright © 2024 by the Editors and Contributing Authors

All rights for this book reserved. No part of this book may be reproduced,
stored in a retrieval system, or transmitted, in any form or by any means,

electronic, mechanical photocopying, recording or otherwise, without the
prior permission of the copyright owner.

Print Book ISBN: 978-1-80441-521-4

eBook ISBN: 978-1-80441-522-1



Table of Contents H 3¢

INEEOAUCHION ..ottt e ae e e vii
£SO xi
References, INtroduction .........occeeeveveveieeeeieeeceeceee e Xiv

Chapter 1: Addressing the Full 3 Ps: A Study of Oatly China’s
“Silent Barista” Programme Promoting Planet, People &

Profitability, Laurie Underwood and Ellen Touchstone.......... 1
it = L IRLRMESE (BPs) ) WRZZ 7 r [ “ JFUER R I 157

EREHIR . N SFRERIRIE oo, 15
References, Chapter 1 ... 26

Chapter 2: Application of Stakeholder Theory Within Today’s
VUCA World: An Automotive Company Case Study, John

Storm and Reed Rao..........ccccccvvviinininiiiiiiiiiiiicccccce, 29
M 2 A 2R BB AE 255 VUCAR B R O R -

T ARIE A TG T s 44
References, Chapter 2 ... 55

Chapter 3: Chinese Firms Going Global: Examining the
International Strategy of TAL-Think Academy, Lionel

Henderson, and Boyi Gong..........cccoeceviveininiiniiccniiinniiiinen, 59
[ Ak E 25 TALZE %4 - Think Academy [E Frfi g

BIETC e 71
References, Chapter 3 ..o 80

Chapter 4: Developing Covid Lockdown Resilience at a Shanghai
Automotive Subsidiary, A Senior Manager and Alexander

MacCKTell ..ot 83
fE Rl — IR AR T AR FFPERE STV R B e 94
References, Chapter 4 ..o 102

Chapter 5: Features and Challenges of a Successful Family
Business: The Case of Haitian Group, Peter Hofman and
Daiteng Ren........ccoouoveiieiiiiiiiieict 105



IR Z R AL BV RFAE S PR —— LA R IR BB s 114
References, Chapter 5 ..., 122

Chapter 6: Food Cold Storage Capital Investment, Juergen Seufert

and Hui Gao.......ccoviiiiiiiiiiccccciccs 124
BRI PEBEAIE o 137
References, Chapter 6 ... 147

Chapter 7: Inventory Optimisation for an Affordable Luxury

Fashion Brand, Juergen Seufert and Yoonsung Hur ............. 148
AP I R AT DA s 162
References, Chapter 7 ..o 173

Chapter 8: Reflecting on the Opportunities and Challenges for
Stakeholder Mapping in the China Context, ] Chen and

JORNN SEOIM ... 175
Hh L R 2 AR S R AL S BB 183
References, Chapter 8 ..., 189

Chapter 9: Respiratory Illness in China: A Sector in Need of

Investment, Linning Lit .....ccccoovvviviiiininiiiiinnn, 191
Hh L PR AR G - A i AR BT A s 202
References, Chapter 9 ..o 210

Chapter 10: Restructuring a Chinese Cold Chain Logistics
Company for Increased Competitiveness, Mou Wei and

Alexander Mackrell.......ooivoeieieieeeeeeeeeeeee et 212
HHAPEARFEYIA TR ETET I e, 225
References, Chapter 10 ... 234

Chapter 11: Seeking Direction within the Highly Competitive
Chinese Entertainment Services Industry, Nick Yu and

Alexander Mackrell... ... eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee s e s 236
TE GBI T E G AR AR FER T T e 249

References , Chapter 11 ........ccccooeiiiiiiiininiiiicccccce 259



Introduction
John Storm and John Wilson

Management Practices in China is the second volume of the China
Business Case Study Series, and follows the publication of Volume 1 in
January 2023, published at a time of a dramatically transformed envi-
ronment in China following the Government’s sudden and unexpected
lifting, in December 2022, of all main domestically applied restrictions
associated with its dynamic zero-Covid policy. Many countries around
the world had already adopted a policy of ‘living with” Covid but China,
for a variety of reasons, was an outlier. Three years of lockdowns and
enforced quarantine had inevitable and unprecedented knock-on effects
on people’s lives and livelihoods and the domestic economy. China subse-
quently resumed international travel in March 2023, having significance
internationally given the importance of China to the world’s economy.

China accounts for approximately 18.5% of global gross domestic product
(GDP) (Statista, 2022). Any development, positive or negative, in China’s
economy will potentially be felt around the world. Opening up the
economy so rapidly contained public health and economic risks, but so
too did continuing the Covid restrictions indefinitely. The announcement
in December 2022, following earlier incremental relaxations, was met with
considerable relief at home and abroad and heralded a very positive start
to the calendar year, giving real hope of a return to some sort of normal life.

The World Bank (2023a) in its China Economic Update reported that
China’s economy had initially bounced back as a result of the removal
of mobility restrictions domestically and a surge in consumer spending.
However, the economy began to stall:

The drivers that could sustain the growth momentum — further
improvements in the labor market and household incomes, a recovery
in business confidence and private investment, and a turnaround in
the housing market — are yet to gain traction.

World Bank (2023a, p8)
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As at September 2023, this remains the case. China’s official growth fore-
cast for 2023 is “around 5%’ (China Daily, 2023a) but some international
bodies have said growth will be higher than this, e.g. the International
Monetary Fund (IMF, 2023) forecast 5.2% growth but that this would
be reduced to 4.5% in 2024; the Organisation for Economic Cooperation
and Development (OECD, 2023) forecast growth of 5.4%, reducing to
5.1% in 2024.

China’s official forecast of around 5%, though much lower than the
average rate of more than 9% achieved since 1978, the beginning of the
period of reform and opening up (World Bank, 2023b), is still much
higher than many countries (World Bank, 2023c) and China remains
an absolutely vital component of the world economy. Nonetheless, the
slowdown, though part deliberate and reflecting China’s ‘new normal’
(CPC Central Committee Bimonthly, 2016), also reflects some structural
and longer-term issues. These include the ongoing transition of the
economy ‘from manufacturing to high value services, from investment
to consumption, and from high to low carbon intensity” (World Bank,
2023b). There are also immediate to medium-term challenges, including:
the annual graduation of 11-12 million students at a time of high youth
unemployment (16-24 age group), which was 14.9% in December 2023
(Global Times, 2024); the pressures in the property market reflected
in the giant Evergrande Group filing for bankruptcy protection in the
United States in August 2023 with liabilities exceeding $340bn in 2022
(SHINE, 2023) and more widespread issues reflecting a general lack of
consumer confidence in the property market, particularly significant
given the importance of the real estate sector in China, accounting
for 70% of household wealth (Gao and Zaharia, 2023) and anywhere
between 17% and 29% of GDP depending on how defined (Huld, 2022);
the level of corporate and public body indebtedness, not least local
authorities and state-owned enterprises (OECD, 2022) and its potential
knock-on effect for the wider economy. Longer-term issues include:
the demographic challenges of an ageing population, combined with
a record low fertility rate — in January 2023 it was announced that the
population had fallen for the first time since 1961 (China Daily, 2023b)
- and the implications of this for Chinese citizens but also for the labour
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market, for businesses and public finances; the ongoing and potentially
catastrophic risks associated with climate change.

These challenges are not unique to China though their scale and combi-
nation, independent of Covid but inevitably exacerbated by it, repre-
sent a quite formidable agenda for the Government. However, they also
lead to potential opportunities, for example relating to: more inclusive
and sustainable growth; leadership in green technology; improved
productivity; sustained advances in artificial intelligence (Li, Tong &
Xiao, 2023); global engagement through the Belt and Road Initiative
(Council on Foreign Relations, 2023).

These examples of key macro issues illustrate the immediate, short-
term and long-term context in which business is conducted in China.
This series is in part intended to contribute to an enhanced collective
understanding of this context and the responses from those in manage-
ment positions. To this end, volume 2 includes cases on a range of
management practices, viz.:

¢ initiatives to include disadvantaged social groups within an or-
ganisation (Underwood and Touchstone);

e application of stakeholder theory to navigate a highly volatile
and challenging macro-environment (Storm and Rao);

¢ a Chinese firms’ agility in adapting strategy when expanding
into overseas markets (Zhang, Henderson and Gong);

¢ learning from Covid to develop organisational resilience (A Se-
nior Manager & Mackrell);

* features and challenges of a successful family business (Hofman
and Ren);

* how to tackle underutilisation of cold storage assets to improve
financial performance (Seufert and Gao)

* how cold storage logistics companies may respond to new com-
petitive pressures (Wei and Mackrell);
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* how to balance breadth of product selection for in-store cus-
tomers with associated inventory management overheads (Seu-
fert and Hur);

* how to utilise stakeholder mapping to identify new business
opportunities (Chen and Storm);

¢ exploring entrepreneurial opportunities for medical profession-
als to expand rehabilitation services (Liu)

* how to utilise the business model canvas when considering dif-
ferentiation strategies in a new venture (Yu and Mackrell).

Each case seeks to provides the reader with a foundational under-
standing of its organisational and industry specific context. This often
involves an abridged overview of the literature, taking into account
academic and industry-specific sources. Academic frameworks are
regularly applied to assist with conveying key points for the reader.

In his visit to China in August 2023, the UK Foreign Secretary James
Cleverly said that ‘No significant global problem — from climate change
to pandemic prevention, from economic instability to nuclear prolifera-
tion — can be solved without China’ (Foreign, Commonwealth & Devel-
opment Office, FCDO, 2023). He is right. The China Business Case Study
series reflects an acknowledgement of this reality and a belief that, in
the geo-political and macroeconomic context, there is merit in under-
standing better the micro-level responses of different types of businesses
to the challenges they face and the opportunities they can exploit.

We would like to acknowledge the work of Xiang Li in translating the
text. Her efforts have ensured it is even more accessible for Chinese
students, practitioners and faculty.

Notes

Each chapter is presented in English, followed by the Chinese language
version, followed by references. References are in English only.
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Chapter 1

Addressing the Full 3 Ps: A Study of Oatly
China’s “Silent Barista” Programme
Promoting Planet, People & Profitability

Laurie Underwood
Sr Professor of Practice, Head — Marketing Management Major
IESEG School of Management

Ellen Touchstone
Associate Dean, Responsible and Sustainable Business Education
International Business School Suzhou at Xi'an Jiaotong-Liverpool

University

Abstract:

Despite the worldwide increase in popularity of plant-based “milks”
in recent years, few suppliers have achieved the name recognition
and “near cult” following currently enjoyed by Oatly (Salnikow, 2021;
Custom Marketing Insights, 2023). Much of the company’s current
success, which includes growing sales by more than 10 times since 2018,
can be attributed to word-of-mouth (WOM) promotion via social media,
fuelled by the company’s strong commitment to offering discerning
customers a healthy and environmentally friendly alternative to cow’s
milk (Salnikow, 2021; Wallace, 2023). In this way, Oatly can be seen as
following a “3Ps” business strategy which simultaneously supports
planet, people and profitability. In China, the company’s Silent Barista
programme, launched in 2020, promotes the training and hiring of
hearing-impaired baristas among partner cafes and coffee shops, thus
supporting the people aspect of the 3Ps. The project, however, has faced
a series of significant business, cultural and social challenges. This case
study details how Oatly China has addressed these challenges.
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Behind Oatly China’s Silent Barista project

Oatly, the self-proclaimed “original oat drink company,” experienced
explosive, double-digit revenue growth between 2018 and 2022 -
growth largely explained by the company’s strategy of expanding from
its native Sweden into the US and China markets via targeting upscale
coffee shops seeking a healthy and sustainable alternative to dairy milk
(Salnikow, 2021; Wallace, 2023). In this way, the company has built its
reputation and gained market share by, in effect, following a “3Ps”
strategy (supporting planet, people, and profitability).

In China, against a backdrop of positive social media buzz fed by Oatly’s
quirky, counter-culture marketing aestheticand humanisticmessaging (such
as “We promise to be a good company”), Oatly ventured from promoting
health and sustainability to also promoting inclusivity by launching a
programme to train and promote the hiring of hearing-impaired baristas.
This project shifted the company from a previously successful focus on the
planet aspect of the 3Ps toward expanding the people aspect — by encom-
passing not only health benefits but also inclusivity. The programme also
required Oatly’s business-to-business (B2B) client coffee shops to embrace
and support the full 3Ps concept, which entailed addressing and over-
coming several significant business and culture-based challenges related to
the hiring of persons with disabilities (PWDs).

Global market overview for “plant-based’” milks

The market for plant-based alternatives to cow’s milk is booming
worldwide. This sector - including drinks made from oats, soy, almond,
rice, coconut and other plants - is expected to increase from global sales
of US$15 billion in 2022 to US$30 billion by 2030, bringing an annual
growth rate of 9% for the eight-year period (Custom Market Insights,
2023). Reasons for increased consumption include commercial recog-
nition of lactose intolerance as well as growing consumer interest in
a vegan diet, either for health or environmental reasons, particularly
among Gen Z (Custom Market Insights, 2023).
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Among companies capitalising on the current rise in demand for
plant-based “milks,” Oatly stands out for its widespread brand recog-
nition and social media buzz which has awarded the brand a “near
cult status” (Salnikow, 2021). By 2023, the brand value had surpassed
US$500 million, or 40% of Oatly’s market capitalisation (Kantar, 2023), a
claim few competitors come close to matching, and a feat which clearly
establishes the company’s profitability aspect of the 3Ps.

Oatly’s launch and early international expansion

Widely recognised as the company that first made oat milk trendy and
commercialised (Steig, 2021), Oatly was launched in 1994 by Swedish
entrepreneurs (and brothers) Rickard and Bjorn Oeste. While the
company found moderate initial success through marketing to lactose
intolerant Swedish consumers, Oatly’s business strategy changed after
the 2014 hiring of Chief Executive Officer (CEO) Toni Petersson who
began aggressively marketing Oatly not only for its health benefits but
also for its environmental advantages, in effect shifting the business
strategy to encompass the full 3Ps. The company claims that, in a litre-
per-litre comparison with cow’s milk, its production results in 80%
fewer greenhouse gas (GHG) emissions, 79% less land use, and 60%
less energy consumption (Oatly, 2022).

Central to the new business strategy, after creating a foam-able ‘barista
blend” product, was the intention to expand into the US via high-end
coffee shops eager to carry a progressive milk alternative. This strategy
saw demand skyrocket via word-of-mouth (WOM) promotion, which
focused on Oatly’s taste as well as its health and environmental bene-
fits. Worldwide, annual sales of Oatly rose from US$6 million in 2018
to US$40 million in 2019 to US$722 million in 2022 as the company
expanded from B2B sales to US coffeeshops to business-to-consumer
(B2C) retail sales and local production across the US — largely fuelled by
social media buzz (Salnikow, 2021; Wallace, 2023).
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Oatly enters China with US recipe for success

Alongside Oatly’s successful US expansion, the company also targeted
China for its early overseas growth, including selling a majority stake
(56%) to the Chinese government-owned China Resources via a joint
venture with a Belgian venture capital (VC) firm in 2016. Shortly after,
the company entered China by following its US recipe for success: Oatly
first offered its Barista product only to trendy coffee shops in Shanghai,
then - after social media buzz grew in China - expanded geographically
and moved into B2C sales. In this way, the company’s launch via part-
nerships with coffee retailers (such as Starbucks and Pacific Coffee) and
tea retailers (Heytea) triggered high social media interest via China’s
leading social media platforms including Weibo, WeChat, Xiao Hong Shu
(Little Red Book) and others. In China, Oatly grew its coffeeshop clients
from 3,000 in 2020 to 11,000 in 2021 due mainly to growing consumer
interest in healthy eating. As B2C demand for the product grew, Oatly
also benefited from online sales via China’s top ecommerce platforms
including TMall, JD.com and Pinduoduo (GMA, 2020; Jing, 2021).

Another ingredient in Oatly’s China growth has been local adapta-
tion; in March 2022, the company collaborated with Chinese partners
to develop made-for-China products including the Oatly Tea-Master,
created for China’s huge milk tea sector. By year’s end, the product had
attracted 50,000 tea shops and sold 20 million milk teas (China Daily,
2023). Oatly China also collaborated with coffee shops such as Tim
Hortons to introduce made-for-China tea offerings such as Osmanthus
Latte (Best, 2023).

Understanding Oatly’s global status

Worldwide, Oatly’s post-IPO (Initial Public Offering) years have been
uneven. In 2021, the company’s highly successful investment funding
campaign - led by Blackstone and supported by such celebrities as
Oprah Winfrey, Jay-Z, Natalie Portman and Starbucks founder Howard
Schultz - raised US$1.4 billion (CNBC, 2021) but while the company’s
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May 2021 NASDAQ IPO saw share prices surpass US$20/share, prices
dipped to US$2 per share as of mid-2023, mainly due to lack of profit-
ability. In 2021 and 2022, the company suffered from production and
demand deficits in China (due to Covid restrictions) and, worldwide, the
company faced high production and advertising costs (Wallace, 2023).
To cope, 2023 saw the company, which now offers a range of oat-drinks
plus ‘oatgurt’” and ice-cream, form new deals with Canada-based Ya YA
Foods to improve North American distribution and, with Amazon, to
improve distribution in Europe. In mid-2023, Oatly launched sales in
Germany, France, Belgium, Italy and Spain (Mathieu, 2023).

Quirky marketing aesthetic

In terms of marketing, Oatly is known for its distinctively quirky, home-
made style characterised by progressive messaging promoting its health
and environmental benefits delivered in a humorous, self-deprecating
tone. One stand-out example is the company’s 2021 Super Bowl ad in
which CEO Toni Petersson sings (tunelessly) the words “Wow, wow no
cow...” from an empty oat field in Sweden. The ad, which cost US$5.5
million in air-time, provoked large-scale, mostly negative social media buzz
which Oatly claims to have expected. Afterward, the company distributed
hundreds of free T-shirts stating: “I totally hated that Oatly commercial”.

In China, Oatly has employed the same low-tech, DIY marketing
aesthetic, but with distinct domestic adaptation, accompanying Chinese
translations of messages including “We promise to be a good company”
(self-defined as promoting “nutritional health, trust and transpar-
ency and sustainability”) with the debut of a new Chinese character
meaning “vegan milk” — created by adding a ‘plant’ component to the
character for cow’s milk (see Figure 1). Much of its marketing success,
can be attributed to ecommerce sales - including famously selling 5,000
cartons in 11 minutes via TMall during China’s equivalent to Black
Friday, i.e. Single’s Day (CKGSB, 2022) - mainly achieved via WOM
buzz promoting the tastiness and healthiness of oat-milk lattes and
other barista drinks (Zhang, 2023).
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Figure 1 Oatly Creates New Chinese Character for Plant-based Milk
Source: Plant Based News, 2019

Promoting PWD in China

In recapping Oatly’s international expansion and overall growth from
2018 to mid-2023, it is clear that the company has leveraged growing
consumer support for healthier, more sustainable food products. Indeed,
the company’s central marketing messages in China - “We promise to
be a good company” and “Our three core values are nutritional health,
trust and transparency, sustainability” - establish Oatly as adopting a
business strategy which, in effect, supports the “3Ps” of planet, people,
and profitability. In addition, the company’s 2022 sustainability report
(found on www.oatly.com) identifies tangible sustainability goals,
including ambitions to save 2.5 million tons of carbon dioxide (COZ2)
from 2019 to 2025 by shifting consumer purchase of 2.9 billion litres of
dairy milk to Oatly. Another promise was that by 2029 it would cut its
own carbon footprint by 70% over 2019 levels and ensure that all manu-
facturing facilities will meet its “Future Factory” criterion, defined as
“sustainable, efficient, safe and inclusive.” In China, Oatly has built
public trust through green projects including supporting sustainable
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coffee in Yunnan province, sponsoring efforts to protect the Yangtze
River, and converting its Ma’anshan factory to run entirely on renew-
able electricity as of September 2022 (Oatly China, 2022).

It was within the context of established support for both health and
sustainability, as a business strategy and a key marketing message, that
Oatly China launched a new project in September 2020 which focused
on expanding the people aspect of the 3Ps to also encompass inclusivity.
In researching this case, we find that the Silent Barista programme faced
and addressed a number of critical challenges arising from both the
business environment and Chinese cultural and social traditions. The
four main challenges addressed are: first, Covid-related work restric-
tions; second, a traditional cultural stigma against physical disabilities
which is rooted in both Buddhism and Confucianism (Holroyd, 2003);
third, employer concerns regarding potential workplace inefficiency
after hiring persons with disabilities (Wrest, 2016); and fourth, lack of
overall public awareness of the hearing-impaired. Below, we detail how
Oatly China addressed each of these challenges.

Challenge #1: Business environment under pandemic
restrictions

The initial goal of Oatly China’s Silent Barista project was straightfor-
ward: to train hearing-impaired persons for employment as baristas
among partner coffee shops based in China.

As the first challenge faced by Oatly China, the programme launched
in the midst of the pandemic. During the Covid restrictions in China,
which lasted from December 2019 to December 2022, hearing-impaired
Chinese were disproportionately impacted, both in terms of job secu-
rity and community outreach. One specific difficulty was that, during
the three years of widespread mandatory mask-wearing in China,
lip-reading was often impossible.

Even so, Oatly began using its B2B connections with coffee shops to
launch the project. Despite recurrent temporary lockdowns and other
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Covid-era restrictions, the programme — which launched in Shanghai,
then spread to Beijing, Shenzhen and Jiangsu Province — now offers free
vocational training for the hearing-impaired interested in becoming
baristas, culminating in certification and job recommendations for
graduates.

The first trained Silent Barista in China was hired in November 2022 by
Unibrown coffee shop in Shanghai. As of August 2023, 257 hearing-im-
paired participants had been trained, 100 had passed the Specialty
Coffee Association (SCA) exam, and 56 were working as full-time
baristas. Looking ahead, Oatly China plans to expand the programme
further across China to serve more hearing-impaired who seek to
become baristas as well as supporting their upskilling by preparing
them to compete in coffee-preparation competitions.

Challenge #2: Traditional culture-based bias against PWD

After Covid restrictions in China ended in December 2022, the Silent
Barista programme continued to face deeply-rooted challenges. In fact,
Chinese social attitudes toward disability have, traditionally, been quite
negative (Zheng et al, 2016; Yang, 2021). Studies show that, because
both Confucianism and Buddhism have been interpreted to consider
disability as “a punishment for the disabled person’s sins in a past life
or the sins of the person’s parents,” persons with disabilities in China
can continue to be viewed as a source of shame for families or ill-fortune
for communities (Holroyd, 2003). In addition, disability has been used
as an “excuse” to refuse university admission to students who meet
all academic requirements (Yang, 2021). Other studies have found that
social stigma regarding disability can still prevail, including viewing
disability as disrupting family and social harmony, or bringing bad
luck or shame to families (Huang et al, 2020; Yang, 2021).

Despite the continuation of social stigma, there are some signs that
younger Chinese consumers are rejecting such ideas (Zheng, 2016),
especially in urban areas. A recent report on China from The Inclusion
Group - a China-based social enterprise created to support the employ-
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ment of persons with disabilities - has identified “young, affluent
professionals” as among those Chinese consumer groups “with less
prejudice” and “an active interest in promoting the welfare” of persons
with disabilities (Inclusion Advisory, 2021). Following similar logic,
Oatly China smartly launched in Shanghai, and focused on initial
employers catering to urbanised, more progressive consumers.

Challenge #3: Employer reluctance to hiring PWDs

Since 1990, the Chinese government has instituted employment quotas
encouraging China-based companies to hire disabled employees, (Jing
et al, 2022). These policies were strengthened following China’s hosting
of the 2008 Olympic Games, when the then Chinese President Hu
Jintao stated the nation’s goal of making those with disabilities “equal”
members of society, thus triggering a series of new hiring incentives
(Wrest, 2016). More recently, the Chinese Ministry of Justice promul-
gated new laws assisting mobility-challenged citizens by requiring
the construction of “barrier-free facilities” in residential and public
buildings, transportation facilities, roadways, and other places (PRC
Ministry of Justice, 2023). However, the government’s employer tax
breaks and other incentives have been regarded as having had limited
success in China due to lack of enforcement coupled with persisting
social stigmas or employer concerns regarding productivity (Wrest,
2016). Several early studies on the impact of Chinese government poli-
cies to integrate persons with disabilities into society, as well as efforts
of non-governmental organisations (NGOs) promoting equal opportu-
nities for persons with disabilities, conclude that government policies
have met with only limited success, especially outside China’s largest
cities (Campbell and Uren, 2011). Researchers conclude that, in China,
“the disabled are still largely invisible in public spaces.”

In response, a series of studies, aimed at correcting China-based
employer misconceptions, included one which found that hiring
disabled employees not only “does not equal inefficiency” but can
“promote firm innovation and promote firm performance” (Jing et
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al, 2021). In fact, in comparisons with fully-abled peers, research has
shown people with disabilities to be more conscientious and more loyal
(Lindsay, 2018). Regarding hearing impairment in particular, research
has shown that deaf employees can be fully competent in a range of jobs
(Lips, 2018). In addition, research on the hospitality sector has shown
that people with disabilities can strengthen brand loyalty among like-
minded clients (Vashishth, 2021).

Against this societal backdrop, Oatly China’s solution to initial reluc-
tance among some China-based employers was proactive. The company
arranged a series of job fairs in which potential hiring companies met
face-to-face with trained silent baristas. These workshops showcased
not only the silent baristas’ professional coffee preparation skills but
also highlighted their overall positive and confident working attitudes.
As of mid-2023, employers in the programme included Unibrown Cafe,
Youxin Coffee and Hyatt Regency cafeteria.

Another solution Oatly is employing to grow the programme has been
to engage relevant, China-based NGOs to advise corporate partners on
leveraging available Chinese government subsidies and other forms
of support for hiring persons with disabilities. To help, Oatly China
is collaborating with the Disabled Persons’ Federation and the Human
Resources and Social Security Bureau to assist employers in seeking
subsidies when hiring silent baristas.

As of mid-2023, Oatly China had succeeded in promoting the
programme to companies beyond the beverage sector. In fact, corpo-
rations including Microsoft, IKEA, Allbirds, and Nike, have invited the
Silent Baristas to exhibit their barista skills and overall professionalism.

Another strategy used by Oatly China to promote the programme with
employers was to create a standardised sign language for the gourmet
coffee brewing trade. Once the team realised that such a dictionary was
lacking in China, they developed a standardised Coffee Sign Dictionary
(see Figure 2). Launched in June 2021, this tool has been accepted and
used by China-based coffee chains including Danyiyuan Coffee and
M2M.
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Figure 2: Examples from Oatly’s Sign Language Dictionary
Source: The Original Oatly, p.29

Challenge #4: Lack of public awareness

Perhaps the most significant success of the programme has been its
impact in raising awareness of and support for the hearing-impaired
population in China. One smart move has been to co-sponsor annual
coffee-preparation contests featuring intricate and exquisite “latte art”
which has attracted a large social media following among Chinese
coffee connoisseurs. In 2022, as one example, Oatly China co-sponsored
the Luijiazui Coffee Festival in Shanghai, in which baristas are judged
for taste, speed and latte art. In 2023, hearing-impaired competitor
Liang Hou won the competition, bringing the Silent Barista programme
traditional and social media attention.

Another silent barista gaining a social media following is Huang
Weimin. In 2020, as a 29-year-old working nightshifts in an electronics
factory in Shanghai, Huang came across a video of a hearing-impaired
professional barista in Korea and this inspired him to join Oatly China’s
new programme. When Oatly launched its Silent Barista programme,
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Huang was among the first group to graduate and to pass the SCA
exam. In fact, his barista dream had begun in 2014 when he competed in
a regional Coffee Barista Competition (CBC) in Xiamen city — an experi-
ence which initially offered a difficult lesson. Because he had to use sign
language while making coffee, he was disqualified for being over time.
However, the loss made him more, not less, determined and in 2022,
when he joined the Zhuhai area CBC, he won fourth place.

Huang’s persistent, can-do spirit soon led to a job offer from Oatly
China and he became Project Lead and Coffee Trainer for the Silent
Barista programme. Using his own experience as a compelling example,
he delivers positive messages for trainees as a role model proving that
the challenges associated with deafness can be overcome as baristas.
Such messages are shared not only through the training Huang helps
to deliver but also via social media. Armed with a charming smile and
friendly demeanour, Huang, as of mid-September 2023, boasts more
than 3,000 followers on WeChat, while Oatly China’s recently launched
Silent Coffee Enthusiast online community has 500-plus followers.

Summary of Oatly China’s Key Learnings

We identify five main takeaways from Oatly China’s Silent Barista
programme, as follows.

First, align with government initiatives viz. in China, leverage policies
supported by the Government. In this case, Oatly China wisely chose to
focus on support for the hiring of people with disabilities — an initiative
fully aligned with existing government policies.

Second, align with social trends: Oatly China launched the programme
in Shanghai, one of the larger cities where traditional social stigma
against people with disabilities has given way to more progressive
beliefs among many target client populations. This helped to build the
programme among consumers not hindered by negative traditional
beliefs, and to grow support via WOM.
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Third, address employer concerns proactively: Oatly China’s successful
job fairs and workshops allowed the Silent Baristas to demonstrate,
first-hand, their coffee preparation skills as well as their overall profes-
sionalism and employability. This opened doors to potential employers
both in and beyond the beverage industry.

Fourth, Oatly China also shows finesse in leveraging social media. The
company’s sponsorship of coffee-making competitions combined with
its support for individual Silent Baristas in these competitions have
helped to win both traditional and social media attention. This, in turn,
has been leveraged exponentially by the individual Silent Barista’s own
social media promotion (such as by Huang Weimin).

Finally, the company successfully engaged “3P aligned” business
partners. Oatly China’s selection of partner coffeeshops for hiring the
Silent Baristas has focused on those with stated policies also promoting
inclusivity, including Unibrown Café. Looking ahead, the Silent Barista
programme is also targeting non-coffee employers with stated 3P
missions and visions, including Nike, IKEA, Microsoft and Allbirds,

Discussion Questions

1. Why is Oatly’s slogan “We promise to be a good company” con-
sidered quirky?

2. The case mentions that Oatly developed a new Chinese character
for plant-based milk. How may this be important within the Chi-
na context?

3. Consider how a 3P strategy may be applied to a company with
which you are familiar.

4. Investigate the workforce participation rate for PWD in your
country or a country of your choice. If the PWD participation rate
is lower or higher than the overall participation rate in the labour
market of your chosen country, discuss the reasons for this.
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5. Would a Silent Barista training programme work in your coun-
try? Why or why not?

6. In the United States, the deaf community prefers to use the terms,
“deaf” and “hard of hearing” and considers terms such as “hear-
ing impaired”, “deaf-mute” and “deaf and dumb” as offensive.
Similarly, the term, “persons with disabilities” is preferred over
“disabled persons”, “handicapped” or “person with special
needs”. Why do you think that these communities prefer certain
terms over others? Are there similar preferences in your country?
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